
I

4 ~
+

0 0



Alan Middleton
Julia Romney
Susan Neal

Marcus Stead

Eileen Bangay B*

Terry Wilmer . c= = =-=,", —.;-, —

Stuart Parker B S- Fng

Allen Horne Mopo

Hannah Spencer BA Finn:

Margaret Tranter

Chief Execu ti ve Officer Kevin Cooke MA. MBA FccA, ATT FcMi, FRSA

Secretary Ursula Lidbetter B sc Hons Fos

Executive Management Team

Dairy and Transport Services Controller Paul Aston

Corporate Services Controller Graham Bratby BA sons, Dip RM. FCiRD

Chief Financial Officer Stephen Galjaard BA Hons ACA

Food Controlle Jim Thomson BA Fions

Special;st Retail Controller Tracy Williams

FOR THE SIX MONTHS ENDED 6th March 2004

The Society reco'ded a strong uphft in Gross turnover for the group for the 26 week period with an

increase of f4579000 or 4 1 on to f 1 1 6700000. Post Office and travel business moved forward strongly,
a, ded by nev, un:ts. Funerals, dairy, home and motor outlets also performed well. Food stores showed an
', net ease In turnover, with new outlets heiping to offset the loss in sales from the closure of Watermill
Centre Horncas tie. Turnover and volume decreased in petrol filling stations, in part due to the closure of
rhe unit in &paid no

FIllBAcIBI
.Bo ng so "„us afte- depreciation but before interest, exceptional income, dividend, member

den et",s no tax, :as 86 38: .000 an increase of F7 1 4 000 or 1 2 6"s

her, ;te.es- ~ace rc d fel o i
= ' 3 00 ief leering the lower cash balances held in the period The Grouo

a n a' d~o 5 'ood f8 96,000 a decrease of f2,400,000.

-,.- --.er e, r the oe iod is 83667000 compared to f,924 000 a year ago
pe, e: .= -o -'1"',33. QCQ, he Reva'cation Reser. e has increased by f3 313 000 to

-„- ioc„.io -.;.=- .B.aiua'. .on n ganuary o the Society's investment properties held in subsidiary

Se, S theres rc nd .. Sta . d a. C 1 46,934 0. 0.



LINCOLNSHIRE CO-OPERATIVE LTD

GENERAL
HALF- YEARLY MEETING

The Lawn, Union Road, Lincoln
Wednesday 19th May 2004 at 7.00pm

1.To confirm the M nut s ot fviember=. 'Annual G neral fleeting.
2.To receive the D;rectors Hali-Y arl, Repo t.
3.To declare the resu ts o; Elec ioas for foe Me. ;Gers to the Board.

After the memoe. s mee ng v;e'". ill be naving a sho. t presentat;on '. om
Lincolnshire Co-operative Development Agency

rvh h t, as 'aun lied '~II —:003.Coinie =loi g a'|Q runiQ GLit ho "r i, rs 'i s. ' ea:
.'ne «

'- n ~, .O R Ci vn O'Tl. BP i. . llo ' '. ~ CG Go=i ''"- '. en. u'

MEMBERS MUST PRODUCE THEIR

SHARE BOOK OR

DIViDEND CARD TO GAIN ENTRY TO

THE MEETING

PLEASE NQ: E To USE DiViDEND CARD TG
GAIN ENTRY, Ti.E MINIMUM BALANC. QF Et
MUST BE IN THE MEMBERS SHARE ACCOUNT

B"SATURDAY 8th MAY 2cIOA.

Free transport to the meeting ieill be
available iron;:

Lindsey Centre, Gainsborocigh
Market Place. Horncaatle
Victoria Street, Newark
Lincoln Road. Sieaford

V«hnaovef Cent!"e. Spalcting

c««-, a- "= o""-=-G ru —. n-



A food store in Caistor was acquired in October
and a new shop was built at Wybers Wood in

Grimsby, to replace the small outlet purchased in

2003.The Hykeham Green Centre in North

Hykeham was officially opened, complete with a

small shopping parade adjacent to the Society's
new store and pharmacy. At the end of the half

year a renovated chapel became a convenience
store and post office for the Monks Road area of
Lincoln.

Two pharmacies have been purchased, at
Parkside in Boston and at Westcliffe in

Scunthorpe and a new travel unit was opened in

November in Grimsby.

'The purchase of the post offices at Heckington
and Spalding brings the total number of post
offices operated by the Society to 41.The
Spalding Post Office has now been relocated into
the Winsover Centre.

Property developments in the past six months
have included new premises for Lincoln Shop
Equipment and an extension to the Home
Distribution Centre, at Moorland Way in Lincoln.
The Society purchased a lease of the High Farm

Shopping Precinct in Washingborough, which
includes our pharmacy unit.



Membership and Community
ln the last six months, membership of the Society has increased by 5299 to 152,353.

The basic rate of issue of dividend points was increased by 20% from 20 to 24 points per E1 spent

in November and a final dividend of f698,000 was paid to members. From March 2004, members

are able to collect dividend on doorstep sales from the dairy. We commissioned 20,000 fairtrade

cotton shopping bags from a pioneering women's group in Bangladesh and sent them to top
spending members in November.

Our seven Members Groups and two Members Panels have been active helping to distribute 490

donations to local good causes. The Society celebrated 10 years of Area Members Groups with an

event in Horncastle in October.

As part of our commitment to the community, we are delivering a Healthy Habits programme in

primary schools, with Football in the Community, which teaches children about healthy eating,

keeping fit and other health issues.

Employees
The Group employed 2656 staff as at 6th March 2004. The Society continues to invest in training and

staff development. At the Annual Staf Awards evening in October 2003, over 500 employees

received recognition of formal training courses completed.

The following long-serving staff have retired during the last six months and we extend to them our

best wishes for a long and happy retirement.

Mr. R. Nicholson
Mrs. M.Vickers
Mrs. P. Reast

Works Department

City Square Centre

Washingborough Pharmacy

44 years
16years
16years

lt is with regret that we report the deaths of the following employee and pensioners:

Mr. T. Raby

Mr. D. Rhodes
Mr. L Parson
Mr. J.Dore

Butchery

Transport
Dairy

Farm Manager

Aged 50

Aged 69
Aged 71
Aged 85

Acknowledgments
'The Directors acknowledge that the Society's progress is dependant upon its members, staff and

managers. Thanks are extended to all those whose support contributes to the continued success of

Lincolnshire Co-operative.

For and on behalf of the Board of Directors

Eileen Bangay, President

Kevin Cooke, Chief Executive Officer

Ursula Lidbetter, Secretary
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0 the widest possible range of

services for our members

0 quality, value

and ethical principles

for the future by generating profits to
develop our services, pay dividends to members
and support our local communities

customers to
become members and to be involved in

running the~r Society

to help achieve

the skills our staff need.
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t)03cd of dltBctol3
The Directors are pleased to present to
members their report for the year to 4th
September 2004. At the Annual General
Meetings in November members approved the
change of name of the Society from Lincoln
Co-operative Society Ltd to Lincolnshire
Co-operative Ltd and this was registered by
the Financial Services Authority on 23rd
December 2003.

J
Your Board places great importance on the
sound corporate governance of the Society
and has continued to undertake an annual
skills audit, supervised by the Co-operative
College, to identify areas for training and
development and to ensure that the right level
and balance of skills exists within the Board.
A programme of customised Board training is
supplemented by individual courses for
Directors as appropriate. New Directors take a
course of study to achieve the Institute of
Co-operative Directors Certificate.

Hannah Spencer left the Board during the
year and members elected a new Director in

May, Paul Aston. Paul has been the Society's
Dairy and Transport Services Controller since
1990 and is well known to Members in the
South of the County through his involvement
with the Southern Area Members Group.

The Audit Committee was given an extended
remit in 2003 and this has placed greater
emphasis on internal controls and risk
management. Further details of the
committee's remit can be found on page 26.

Following the year end the Board appointed
Ursula Lidbetter as the Society's Chief
Executive Officer. Miss Lidbetter has worked
for the Society for 20 years, most recently as
Secretary.

I:Ccoinsh. re co-operat::. =- ".o
ooara of ci, rec-ors

top to bottom, lett tcright: Terry Wilmer, Julia
Romney, Alan Middleton, Eileen Bangay,
Stuart Parker, Allen Horne, Sue Neal,
Marcus Stead, Margaret Tranter, Paul Aston.



financial report

Group turnover increased this year by 8.2% to
0237,670,000, well ahead of the rate of
inflation, with strong sales performance across
most divisions. The Dairy, Gadsby's bakery,
Post Offices and our Travelcare operation all

moved forward strongly, the latter twa aided

by acquisitions and new outlets. Good sales
increases were also recorded in Funerals,
Pharmacy and Motor division, with above
inflation increases in Food and Home
divisions. Petrol Filling Station throughput
declined in the year, with significant volatility

in world oil markets. Overall the Directors
consider the level af turnover achieved as
satisfactory.

Group trading surplus moved forward to
Et 2,167,000, just ahead of last year. A

substantial increase in our Motor business
losses and a decline in the margins available
in our Dairy business were offset by an

increase in the profitabihty of the Food,
Pharmacy and Property divisions. The Board
is satisfied with the level of surplus achieved
in the year and will be seeking to address
those areas of the business where
improvements are necessary.

turnover COOO

223 842 219 702
213.059

trading surplus OOOO

i 2,099
i 0,530

9 009
8 599

2002 53 ceess



234 million of capital was invested in the
business in the year. Cash and financial
investments stood at Pt 9.1 million at the end
of the finanmal year and net interest received
decreased by 2207,000, as a result of
investments being switched from cash to
property. The Revenue Reserve has
increased by 29.0 million to over Pt 08 mslion
with the Revaluation Reserve moving forward

by 29.3 million to 251.2 million giving a total
addition for the year of Et 8.1 million. The
Society's total reserves now stand at 2357.7
million.

supplier payment policy

It is Society policy to agree and clearly
communicate the terms of payment as part of
the commercial arrangement negotiated with

suppliers and then pay according to those
terms based upon the timely receipt of an
accurate mvoice. Trade creditor days of the
group for the year ended 4th September 2004
were 28 days. This represents the ratio,
expressed in days, between the amounts
invoiced to the Society by its suppliers in the
year and the amounts due at the end, to trade
credrtors within one year.

i 5- ve» 5 u00
i 57,7 i 2

i 39.655

hm
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forward strongly in the year, with new
outlets more than compensating for
the loss of sales from the closure of
Watermill Centre Horncastle. We
purchased a former Chapel on Monks
Road in Lincoln and restored it to
accommodate a convenience store
and post office. We built a new store
at Wybers Wood in Grimsby to replace
the small outlet we had purchased
nearby. In October last year we took
over a former Alldays store in Caistor,
which has been refurbished.

The Society has an active store
development and improvement
programme for its 67 food outlets.
Wragby store was extended and
modernised, the new outlets at
Skellingthorpe and Lincoln Road

accommodate the local Post Offices,
and the stores at Waltham, Cherry
Wilkngham, Winsover Road Spalding,
Coningsby, fgrton-in-Lindsey and
Woodhall Dnve Lincoln were upgraded
and refrtted.

Developments are underway for new
stores with Post Offices in Misterton
near Gainsborough and Nunsthorpe in

Gnmsby. Competitor activity has hit

the sales of a small number of our
shops and these are being addressed.

at the heart of your community



Our filling station operations currently
comprise 13 outlets. Turnover fell

back slightly during the year and the
volume of fuel sold decreased as
world oil prices took effect.
Significant food business is
supporting some of the stations but
the performance of the remaining
units is being reviewed and some
rationalisation may be necessary.

Over 800 tonnes of waste cardboard
and 100 tonnes of plastic are now
being sent annually for recycling
following the installation last year of
new equipment to bale waste
materials.

/// i iin tm

l- i

Over 800 tonnes of waste cardboard and 100
tonnes of plastic are now being sent annually for
recycling
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We have helped to pioneer a minor
ailments scheme in conjunction with
the local Primary Care Trusts. This
service offers treatment at our
pharmacy for 24 different ailments
from bites and stings to headlice. Our
pharmacists are
involved in a
neighbourhood
renewal scheme
in Lincoln,
offering
counselling and
advice to local
teenagers on
health
matters.

Smoking cessation clinics are proving
popular and we have a specialised
service to help people to free
themselves from drug addiction.

URRt

Our neighbourhood renewal scheme in Lincoln,
offers counselling and advice to local teenagers
on health matters.
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travelcare
ine iraveicare reigns To &now scneme gives
customers full and honest information about
their holiday destination.

Our Travelcare business moved
forward in the year assisted by new
outlets in Grimsby and Louth, adding
to the six established units. A further
new Travelcare branch is being
planned for the Society's retail
development at the Carlton Centre in

Lincoln. 21,000 passengers booked
holidays with us in the year with

Eastern European holidays gaining in

popularity.

which because of its greater buying
power, allows us to be more
competitive. Travelcare is the largest
independent travel agent in the
country. It is not owned by a tour
operator and so can give honest,
open and impartial advice. The
Travelcare Right to Know scheme,
gives customers full and honest
information about their holiday
destination.

~ ~ - ~ ~ ~ ~ ~

Travelcare is now integrated into the
Co-operative Travel Trading Group,

swf ':[i
W

at the heart of your community

~ ~
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Our Dairy business has changed
significantly over the years. Glass
bottled milk delivered to doorsteps
now accounts for less than 10% of
our business, compared to 60% ten
years ago. This year we took the
decision to cease bottkng milk into

glass and to invest further in a new
line for packaging milk into plastic.
We now purchase our glass bottled
milk from a neighbounng Society. Milk

production has increased by nearly
20% in the year as we have secured
new contracts, but profit margins have
reduced significantly, in line with the
very competitive market for milk

supply.

In order to improve efficiency we have
built a depot at Werringtcn near
Peterborough. This will reduce
transport costs by cutting down on
vehicle mileage. which will reduce fuel

useage and the resulting COr
emissions. The new depot was

independently assessed for
environmental impact and received a
rating of Very Good, with particular
commendation for management,
health and wellbeing.

Our milk is sourced from a local
farmers' co-operative and 90% of the
milk comes from herds in Lincolnshire,
Nottinghamshire and North

Leicestershire.

Another 22 schools have loined our
subsidised School Milk Scheme, and
123 schools now receive I/3rd pints
from the Dairy every day. In addition

4,400 children benefit from daily milk

at school in a direct collaboration
between our dairy and parents. We
continue to collect foil in schools for

recyckng 48 kilos of milk bottle tops
have been collected this year which

raised 2480 for school funds
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marques concerned.

The Motor Division comprises
Wrights Rover dealerships at Lincoln,
Boston and Sleaford, together with

Hofiands Jaguar dealerships at
Lincoln and Boston. Sales of both
new and used cars have increased
during the year, with positive
customer feedback on the new
model launches, in particular the

dynamics of the car market and our
reliance on single marquee has left the
Society vulnerable to the changmg
fortunes of those manufacturers.
While parts and servimng performed
strongly, significant losses have been
sustained and the fundamental
weaknesses in the structure of the
business have to be addressed in the

~ ~ ~ ~ ~ ~ ~
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The Society's property holdings
provide an income stream which
underpins the economic performance
of the business, provides a return on
the capital not immediately required
for trading operations and offers
opportunities for future development
of services. There is also the
potential for capital growth which
strengthens the Somety for the longer
term Rental growth from acquisitions
in the previous year provided a boost
to income this year The property
portfoko is revalued annually to
current market rates and a very

strong move forward in the year has
increased the revaluation reserve by
over Eg milkon, net of disposals.

The development of further retail
outlets at the Carlton Centre in

Lincoln has progressed well in the
year A parade of properties for
health related businesses is now
complete and further small shops
have been created, three of which
have been reserved for the Society's
Travelcare operation. a new food
store and a new Post Office to
serve the area



The sale of further tranches of
residential land to the rear of the
Carlton Centre by our loint venture

company Greetwell Developments has
provided a boost to profitability this
year. The development of the 80 acre
site is nearing completion and
represents the culmination of nearly

20 years of planning and investment,
which has created a high quality
community, with a range of services
and leisure facilities.

Another development which has been
on the drawing board for many years
is expected to commence shortly.
Plans for the redevelopment of the
Lincoln city centre markets, Sinai
Street and bus station areas are
progressing and it is hoped that a
development partner will be appointed
in 2005. As part of the development
plan the Grand Hotel was purchased
immediately following the year end, to
facilitate a new transport interchange
for bus and train passengers.

New premises for Lincoln Shop
Equipment, a subsidiary company, and
an extension to the Home Distribution

Centre, both now located at Moorland

Way lincoln were opened early in the
year and the purchase was completed
of further properly on Outer Circle
Road adjacent to the Former Bowkng

Green Public House.

PACT

j sr
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organisation
and people

The Society employed 2 703 people at
!he year end an increase of 9a in the
year Traming and development
remained key pnorities this year 501
recoon sed qualifications nave been
achieved and the number of
employees undertaking courses in the
year vras up 5a6 to '. .582 The
add tional resourCe made available for
training and development has been
focussed on ou' bespoke management
co rse- improved induction for new
starters and modem apprenticeships

Our p armacy division ach, eved an
award far the qualitv of its training, at
rhe Nationai Tra n ng Awards We also
ece ved naoonal recognition of our

Age Positive po imes in recruitment
and trai ino v itn a spec al

presentation at '
Downing Street

The Society aims to offer a
comprehensive package of benefits to
staff including a sliare of the Society's
profits As a result of our successful
, ear tne amount distnbuted to staff
has increased to 0950 000 Staff are
encouraged to support the Society by
shoopmo iv th us and '.ne amourr

g ven in staff discounts iricreased by
' 9% this veer to 0373 000

Our Supenntendent Pharmacist Peter
McCree retired after 23 years sennre
nawng built up ou pnarmacy di. isio
from a units to 29 over that time Tne
Society records here our thanks to him

for his contnbution to the develooment
and success of our pharmacy service

Ou Chief Executive Officer Kev. n

Cooke 'eft during '.ne year and the
Board s currenffy undertaking the
recruitmer t of a new Secretary.
following the appointment of Ursula
Lidbetter as Chief Executive Officer



Community Volunteering

A record 240,000 was raised this year
by staff, penstoners and members for
our charity of the year Candles, a local
charity which is raising money for
pioneenng treatment for cancer,
based at Lincoln County Hospital.
Fund raising activities included charity
auctions at Moorland Centre and
Lindsey Centre which raised over
29,000, the Lincoln 10 kilometre run,

sponsored walks, sale of candles
cakes made by Gadsby's, a rock and
roll night, carol singing, horse riding,

raffles and many other events.

Our staff also contribute to the wider
community by gwing time to many
local charities and community groups.
Sandie Taylor from Nettleham Post
Office and Patricia Brown from
Coningsby Food Store were awarded
the David Fall Co-operator award for
voluntary and charitable work in their
communities.

The following long-serving staff have
retired during the last six months and
best wishes are extended to them for a
long and happy retirement.

Joan Griffiths, Spilsby Pharmacy,
36 years
John Bower, Butchery depot,
28 years
Barbara Chappell, Winsover Centre
Food Store, 28 years
Daphne Hutchinson, Sutton on Trent
Foodstore, 26 years
Ann Wells, Winsover Centre Foodstore,
23 years

It is with regret that we report the
deaths of the following employees and
pensioners and we extend our
condolences to their families and
friends.

Janet Wilding, City Square Pharmacy,
Aged 46

Frank Holmes, Grocery Manager,
Aged 93
Sidney Hall, Bardney Grocery
Aged 92
Ray Walker, Cashier
Aged 92
Susan Bass, Newark Dairy
Aged 87
Denis Meanwell Transport
Department, Aged 76
Kenneth Newton, Sleaford Funerals,
Aged 75
!3rian Bristow, Sleaford Dairy,

Aged 66
Margaret Blake, Security Department,
Aged 65
David Freeman, Boultham Park Dairy,

Aged 57
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In addition to reporting on our financial
results we are also keen to inform
members about our performance as a
socially responsible co-operative. We
are participating in a national pilot
which will enable us to measure our
performance against 10 indicators:

1. Member economic involvement
2. Member democratic participation
3. Participation of employees and
members in training and education
4. Staff injury and absentee rates
5. Staff profile —gender and ethnicity
6 Customer satisfaction

Consideranon of ethical issues in

procurement and investment demsions
8 Investment;n community and co-
ooeratwe initiatives
9 Net carbon dioxide emissions
aria ng from operations
'0 Proportion of waste
racy cled 'reused

During the year we have been
assessing how best to measure these
indicators and to collate the results,
and these are some of our initial

findings.

Member economic involvement
indicates how well we are meeting our
members needs and whether we are
successful in recruiting new members
from our customer base. For the year
ending September 2003 the total trade
conducted with members as a
proportion of possible turnover was
53 5'xt

Member democratic participation
measures the proportion of members
who are actweiy involved in the
decision making process through
voting This year 1 n 119 members
voted in the annual election a year n

which we recorded our highest
number of votes cast at 1.301.

tjt
'*
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Staff injury and absentee rates
provide the Society with an indication
of how well we control the risks to the
health, safety and well-being of our
employees. For the year ending
September 2003 1 per 52 full time
equivalent employees had a
reportable accident and 1 per 7
suffered an accident of some
description, which is below the retail
sector average. All accidents however
small are recorded to ensure that
safety standards are maintained and
continuously improved. The average
number of days lost per employee
through sickness and absenteeism
was 2.4.

Carbon dioxide (COr) emissions are
produced as a direct result of burning
fossil fuels. For the year ending

September 2003 the Society produced
10,885 tonnes of CO, from on site
operations. This compares to a fully

occupied Jumbo 747 travelling to
Majorca and back approximately 350
times. We will be seeking ways to
reduce our CO, emissions over time.

We are currently designing a customer
satisfaction questionnaire to measure
our members' views of our food stores.
This questionnaire will be mailed out
with the annual dividend statement.

We will be working on the
measurement of the remaining
indicators during the new year and
hope to report on progress made in

improving our performance in all 10
key areas.

i&„'f j, t.
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Our mission is to build for the future by

generating profits to develop our

serwces, pay diwdends to members ano

support our local communities This year
23'I 7 000 was allocated to community

good causes

Our local area member groups made 658
donations totall ng 228.463 ano "20 384
was granted to countywide pro;ects In

addition "100.000 was contnbuted
towards the new C ty ano Co ntv

Museum ..h:c. i- Oue to coen in 2005
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membership
development
Members Groups, Lincoln Co-operative Ladies
and our young people's clubs continue to
thrive, raising money and organising events.

Member events

The Society now has nine Members
Groups across the County. These
groups are active in their local towns
and villages, distributing the
Community Dividend, raising money
for the Soaety's Charity of the Year
and putting on local events. 30
events were organised this year, which
attracted 1,400 members and over

r' s o s d o to

Co-operative World Programme

-. - ' =. —s-ooe ..- = .. -ere-oe O:e

Young people
Kool Kidz and Club 12-16 continue to
thrive. Their activities included
Outward Bound, Circus Skills, a Braille
Challenge and a visit to the Royal
Armouries. Club 12-16 members have
a card on which they can collect
points which are redeemable if they
become a member once ekgible at 16
years old 120 young people have
.- -eo '- Sss et, : o, g ts s srrti

Lincoln Co-operative Ladies
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co-operative
development
The Society has helped Lincolnshire cda make
a significant contribution to the development of
the social economy in Lincolnshire.

The Society aims to support other co-
operatives and social enterprises and
has continued in this role through
financial ana managenal contiib tio .s
ta the Lincolnsnire cda a co-operative
deve'opment agency set up in 2002
bv lne socieh ana a ange of loca
partners The cda nas advised 9
activ and potential soc ai entero. ises
.vno nave sought suoccn ara ac. ce
for ". e r p a-s ana a'read magi-g a

s gnifican'. con!r, o iio to tne
oeveiop enr =-' t,e soc a, econo-, i-

Lincoinsnire Client n" de an

urban spons centre a theatre
comps, a da"c i

"i'. a .-. ana a
pro ect 'or cni, d en e uded from
scnoal

We have also been assisting some co-
operative enterprises directly,
including the University of Lincoln
Stuaen'. s Un o Co-opera:ive tl e
We and Gal cry Co doers!ive vm cn s
hoping to se! up ar arlst c
operatve n our oremises ". Sos a "g
and the i e.v Lir co ns- re rea . Un, cn
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directors' statement on corporate
governance

Internal Control

The Board has overall responsibility for the
Society's systems of internal control and for
monitonng their effectweness. The system of
internal controls is designed to manage rather
than eliminate the risk of failure to achieve the
Society's business oblectives. Internal
controls can provide only reasonable
assurance against material mis-statement or
loss.

The Turnbull Committee published guidance
in 1999 on Directors' responsibilities for
internal control, which was incorporated into a
Corporate Governance Code of Best Practice
produced by Co-operatives UK.
Co-operatives UK carries out a review of
Someties penodically to monitor their
compliance with the Code. The Society
achieved a score of 98% in 2003 (93% at the
last review in October 2002) and is working
towards fuller compliance over time.

In 2003 the Board significantly developed the
internal control environment of the Society
and these new structures and controls have
worked well. The provision of Internal Audit
services was outsourced and this was the first
full year of the new increased service. The
Internal Auditor's Overall Assurance
Statement is included on page 28. A three
year rolling programme of audits of all key
systems and controls is now in place and any
weaknesses identified are highlighted to
management and to the Audit Committee
which reviews all Internal Audit reports and
ensures that appropnate actions are taken.

The Audit Committee of the Board has been
reconstituted and given new terms of
reference in the year. The new Committee
compnses five independent Directors and is
chaired by one of its number who is not
currently President of the Society. The
committee is scheduled to meet at least three
times per year.

Its Terms of Reference have been agreed by
the Board and include

consideration of the appointment of the
external auditor and the scope of the
audit,
review of the financial statements and
auditors management letter,
review of the internal audit programme
and all Internal Audit reports and
review of the Society's statement on nsk
management and internal control
systems.

The Chair of the Audit Committee reports the
outcome of all Audit Committee meetings to
the Board and the Board receives the minutes
of all Audit Committee meetings.

Executive Remuneration is determined
annually by the Board on the recommendation
of the Remuneration Committee, which
comprises the five longest serving non-
employee Directors. The Remuneration
Committee takes external advice to ensure
that executive remuneration is appropriate to
the scale and scope of the business. The
current advisor is the Co-operative Employers
Association.



Internal control framework

The Society has adopted an internal control
framework which the Directors consider
appropriate to its size and diversity:

Risk Management

The Board and executive management have
the primary responsibility for identifying the
key business risks facing the Society and for
the development of appropriate policies to
manage these nsks. Each trading division

has a responsibility for identifying the key
risks facing their business. The Senior
Management Team and Internal Audit function
contnbute to the identification of corporate
risks.

Key risks are monitored throughout the year
and a complete review is undertaken annually

by the Senior Management Team and
considered by the Audit Committee. This
enables the targeting of resources on areas of
highest risk, when analysed by likelihood and
impact.

It has been agreed to set up a business
continuity sub-group of the Senior
Management Team to give increased focus to
this key area of risk management.

Control environment

The Society has a clearly defined
organisational structure, with established
reporting lines and levels of delegated
authority. Expenditure authorisation levels are
set for every area of the business. Iurger
capital projects and acquisitions require prior
Board approval The Group is centrally
controlled.

There is a comprehensive system of finanoal
reporting. The provision of regular, timely and
comprehensive management accounting
information has been further developed over
several years. Budgets for all divisions are
set six monthly and reviewed by the Board.

Control activities
The Board receives information at every
Board meeting on progress of the business in

relation to the budgets and the prior year.
The Executive considers any significant
vanances from the budget on a regular basis
and remedial action is taken where
appropriate. Following the end of every six-
month period the Board examines the
financial results in detail at a Special Board
Meeting.

Procedure manuals cover the key control
systems and all divisions are required to
comply with them. The intranet is now in full

use for dissemination and updating of policy
documents, instruction manuals, key
information and reporting forms.

Monitoring
The outsourcing of Internal Audit dunng the
second half of the financial year and the
increased resource dedicated to this function
has improved the monitorting and control
environment by recommending improvements
to established practices and bringing further
support to trading divisions in monitoring and
managing key nsks. All internal Audit reports
are considered by senior management and
then presented by the Internal Auditors to the
Audit Committee. The reports contain
recommendations and action plans agreed
with management to improve controls where
weaknesses are found. These are followed

up to ensure successful implementation.

Dunng the year the Board undertook a review
of the system of internal controls and does
not consider that any weaknesses have come
to light that have resulted in material losses or
contingencies which require disclosure.
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statement of responsibilities of the
directors
Industnal and Provident Society law requires
the Directors to prepare financial statements
for each financial year which give a true and
fair view of the state of affairs of the Group at
the end of the year and of the surplus or loss
for that period. In preparing those financial

statements, 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 financial statements.

The Board of the Sooety is responsible for
keeping proper books of account with respect
to the Group's transactions and its assets and
liabilrties as necessary to give a true and fair

view of the state of affairs of the Group. The
Directors have general responsibility for taking
such steps as are reasonably open to them to
safeguard the assets of the Group and to

prevent and detect fraud and any other
irregularities.

Statement on Going Concern

After making all appropriate enquiries, the
Directors have a reasonable expectation that
the Group has adequate resources to
continue in operational existence for the
foreseeable future. For this reason, they
continue to adopt the going concern basis in

preparing the Group's financial statements.

Board Certification

The finanmal statements on page 30 to 49 are
hereby signed on behalf of the Board of
Directors pursuant to the Friendly and
Industrial and Provident Societies Act 1968.

Eileen Bangay President
Terry Wilmer Vice President
Ursula Lidbetter Secretary

25th October 2004

Internal Auditor's overall assurance statement

In our opinion, for the year 2003/04 the Lincolnshire Co-operative Ltd has an adequate, effective and
reliable framework of internal control which provides reasonable assurances regarding the effective
and efficient achievements of objectives.

Whilst some deficienoes in control have been identified by the internal audit service, we are satisfied
that they are being resolved in an appropriate manner. This is based on our recommendation tracking
procedures and follow up work which have confirmed that actions are being taken in accordance with

the agreed action plans as previously reported to the audit committee.

Streets Internal Audit
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We have audited the r na, c ai statements
which compnse ihe group revenue arcount
the group balance shee'. the group cast liow

statement, the group statement or total
recognised gains and losses the note o-'

nistorical cost prohts a"d 'esses and ihe
related notes

This report is made so ely to the Soc ety s
members, as a boa), ~ accordance wite

section 9 of the Friendly and Industrial and
Provident Societies Act 1968. Our audit work
has been undertaken so that we might state to
the Society's members those matters we are
required to state to them in an auditor's report
and for no other purpose. To the fullest extent
permitted by law, we do not accept or assume
responsibility to anyone other than the Society
and the Society's members, as a body, for our

audit work, for this report, or for the opinions
we have formed.

Respective responsibilities of
directors and auditors

The directors' responsibilities for preparing the
Annual Report and financial statements in

accordance with applicable United Kingdom

law and accounting standards are set out in

the statement of directors' responsibilities.

Our responsibilities, as independent auditors,

are established in the United Kingdom by

statute, the Auditing Practices Board, the Co-
operative Union Ltd's Code of Best Practice
("the code") and by our profession's ethical

guidance.

We report to you our opinion as to whether

the financial statements give a true and fair

view and are properly prepared in accordance
with the Industrial and Provident Societies Act

1965 to 2002 and the Industrial and Provident

Societies (Group Accounts) Regulations 1969.
We also report to you if, in our opinion, the
society has not kept proper accountmg
records and if we have not received all the
information and explanations we require for
our audit.

We review whether the directors' statement on
corporate governance reflects the society's
compliance with paragraphs 31 and 32 of the
code, and we report if it does not We are not

required to form an opinion on the
effectiveness of the society's corporate
governance procedures or its internal controls.

VVe read '. rie oi.ier i iioimatinn contained n iee
Annual Report inciud nq the statemer '. o"
paraqrapn 31 anc 3" o' the cod a d

consider wnether it s consi ten'. :vitn th.
a, id ted financial tatements We con ider the
imoiicat on=- for ou' repo . if we become aware
of arn appa ent m sstatements 0' mat. .r, a'

inco-siste" cies w tn ine I ianc a stat=-ment;
The other niormaiion composes on v ine

d, ectors report:ne tatemen' oi o.rectors
responsibilities and the historic comparative
statement.

Basis of audit opinion

We conducted our audit in accordance with

Auditing Standards issued by the Auditing

Practices Board. An audit includes
examination, on a test basis, of evidence
relevant to the amounts and disclosures in the
financial statements. It also includes an

assessment of the significant estimates and
iudgements made by the directors in the
preparation of the financial statements, and of
whether the accounting policies are
appropnate to the group's arcumstances,
consistently applied and adequately disclosed

We planned and performed our audit so as to
obtain all the information and explanations
which we considered necessary in order to
provide us with sufficient evidence to give
reasonable assurance that the financial

statements are free from material
misstatement, whether caused by fraud or
other irregulanty or error. In forming our
opinion, we also evaluated the overall

adequacy of the presentation of information in

the financial statements.

Opinion

In our opirvon the financial statements give a
true and fair view of the state of affairs of the
group and the society as at 4 September 2004
and of the income and expenditure of the
group for the year then ended and have been
properly prepared in accordance with the
Industnal and provident Societies Acts 1965 to
2002 and Industrial and Provident Societies
(Group Accounts) Regulations 1969

1;41hAar c L p
KPMG LLP
Chartered Accountants
Registered Auditors

25th October 2004
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statement of accounting policies
basis of preparation
The financial statements have been prepared
in accordance with applicable accounting
standards and under the historical cost
accounting rules, modified to include the
revaluation of land, buildings and quoted fixed
asset investments. The Group has made
disclosures under the transitional
arrangements of FRS( 7, "Retirement
Benefits", as shown in note 24. Following the
amendment to FRS5 issued in November

2003 certain prior year comparatives have
been reclassified, however this had no affect
on the trading surplus in either the current or
prior year.

basis of consolidation
The Group Accounts consolidate Lincolnshire
Co-operative Ltd and its actwe Subsidianes
as follows.

Wholly owned:-
Lincoin Co-operative Chemists Ltd

52 weeks to 4th September 2004

Wnghts Lincoln Ltd.
Holland Brothers Ltd.
12 months to 31st August 2004

LCS Property Ltd.
LCS Retail Ltd.
52 weeks to 4th September 2004
(based on management accounts)

Lincoln Corn Exchange & Markets (1991) Ltd.
12 months to 30th June 2004
(based on management accounts)

Majority Owned:-
Lincoln Shop Equipment Ltd. (51% owned)
12 months to 30th June 2004
(based on management accounts)

Gadsby's of Southwell Ltd. (60% owned)
12 months to 31st August 2004

Joint venture:-
Greetwell Developments Ltd. (50% owned)
12 months to 4th September 2004
(based on management accounts)

The accounts of the Society's one-third
owned Associate Company, Lincoln and
Gainsborough Adult Training Ltd, were made
up to 31st March 2004.

In accordance with FRS9, the Group's

interests in Joint Ventures are accounted for

using the gross equity method, and interests
in Associate Companies using the equity
method of accounting

goodwill
Purchased goodwill is capitalised and
amortised over its estimated useful life which

is deemed to be a maximum of 20 years.
Goodwill purchased before 5th September
1998, and previously written off against
reserves, has not been restated onto the
balance sheet.

Goodwill sold is recognised in the Group
Revenue Account as part of the surplus or
deficit on disposal of fixed assets. The
historical cost of goodwill sold is reinstated
directly to the revenue reserve.

group turnover
Group turnover includes cash sales, goods
sold on credit, equipment rental income, post
office income, property rental income,
inclusive of value added tax.

Group turnover also includes amounts
recognised in respect of sales made on an
agency basis principally relating to travel and
concession sales with a reduction to the value
of commission receivable shown separately in

arriving at net sales.

Freehold land
Freehold and
long leasehold buildings
Fixtures, fittings and plant
Rental assets
Transport

Nil

2% p.a.
5 —25% p.a.
25% p.a.
14 - 33% p.a.

Investment properties are stated at current
market value in accordance with SSAP 19 and
are not subject to depreciation.

tangible fixed assets and
depreciation
Trading properties are included at current
market values after being sub)act to
depreciation at the appropriate rate and to
impairment charges where appropriate. Other
fixed assets are stated at their acquisition
cost and are depreciated over their expected
useful lives to their estimated residual values
by equal instalments based on the following
minimum rates:
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assets leased to the group
Assets acquired under finance leases are
capitalised and the outstanding future lease
obligations are shown as creditors.

Operating lease rentals are charged to the
Group Revenue Account on a straight line

basis over the period of the lease.

assets leased to
customers
Assets leased to customers under operating
leases are included in the balance sheet as
rental assets at cost of acquisition less
depreciation based on the Group's normal
accounting policy. Rental income from these
leases is credited to the Group Revenue
Account on an accruals basis over the period
of the lease.

recommended by the Board is inclusive of the
amount distributed as dividend points in the
year under review.

The provision for unredeemed dividend points
in the balance sheet is based on the full

redemption value of the dividend points and
has been shown as a current liability.

The provision for dividend bonus in the
balance sheet is the amount available for
distnbution based on the recommendation of
the Board of Directors and sublect to member
approval.

cash and liquid resources
Cash, for the purpose of the Group Cash Flow
Statement, compnses cash in hand and
deposits repayable on demand, less
overdrafts payable on demand

taxation
Current —Provision has been made for the
estimated liabikty based on the surplus for the
year at the current rate of corporation tax.

Deferred —Full provision for deferred tax has
been recognised in the balance sheet without
discounting. Deferred tax assets are
recognised to the extent that they are
considered to be recoverable.

stocks
Stocks are valued at the lower of cost and net
realisable value.

repairs
Repair expenditure is charged to the revenue
account in the year that the cost was incurred.

dividend stamps
The Society has now discontinued the issue of
dividend stamps and will continue to provide

for unredeemed stamps to the extent that they
are likely to be redeemed. The liability has
been divided between the current liability for
stamps that are likely to be redeemed within

one year and the remainder which are likely to
be redeemed after one year.

drv)dend po(nts and
dividend bonus
A charge is made to the revenue account
which represents the amount recommended
by the Board of Directors to the membership
for dividend; which will be presented to the

membership for approval at the Society's
Annual General Meeting The amount

Liquid resources are current asset investments
which are disposable without curtailing or
disrupting the business and are either readily
convertible into known amounts of cash at or
close to their carrying values or traded in an
active market. Dquid resources compnse
term deposits of less than one year (other
than cash).

investments
Quoted fixed asset investments are included
at current market values Other fixed asset
investments are stated at cost less provision

for any permanent diminution in value.
Investments held as current assets are stated
at the lower of cost and net realisable value

funeral bonds
Liabilities for funeral bonds are based on the
total commrtment at the balance sheet date,
(i.e. redemption value)

funeral benefits
Funeral benefits are treated as a distribution in

the financial statements, reflecting the
underlying substance of the benefit.

pension costs
The assets of the Society Pension Fund are
administered by trustees and are kept
separate from those of the Society.
Independent actuanes prepare valuations of
the fund at least every three years and in

accordance with their recommendations, the
Somety makes contnbutions which are
charged to the revenue account on a
systematic and rational basis over the
expected remaining working life of the
employees.
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9 n;
'. 0 o71

42 671

30.193
3.-155

5.000

38.648

Creditors
Loans

11

12
3,561

125
I 076

125

Deferred Taxation 13 150

149 155

Share Capital

Revaluation Reserve
Revenue Reserve

14
15
16

10,152
51,180

106,532

9 571
42 082
97.573

Equity Minonty Interest

17
18 (164)

149 226
i71)

149.155

The notes on pages 36 to ss fo part oi these accounts
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group cash flow statement

Year ended 4t)T September 2004
2004

(52 Weeks)
2003

(52 Weeks)

NET CASH FLOW FROM

OPERATING ACTIVITIES

Notes

19 16,144

2'000

16,345

Dividends received from Associates
Dividends received from Joint Ventures

10
900

10

RETURNS ON INVESTMENT AND

SERVICING OF FINANCE

Interest Received - Group

Interest Paid —Group

Dividends paid to mmority shareholders

in subsidiary undertaking

TAXATION

U JC Corporation Tax Patd

CAPITAL EXPENDITURE AND

FINANCIAL INVESTMENT

Purchase of Tangible Fixed Assets
Purchase of Fixed Asset Investments

Sale of Tangible Fixed Assets
Sale of Fixed Asset Investments

Repayment of interest in Joint Venture

9 388
12 (188)

18 (49)

(11,362)
(2,372)

878
3,642

151

(1,625)

648
(236)

(22,037)
(3,295)
1,430

67
2,791

412

(736)

ACQUISITIONS AND DISPOSAI S
Acquisition of
Subsidiary Companies and Businesses
Sale of Subsidiary

Companies and Businesses

DISTRIBUTIONS PAID

22 (2,895)

(9,214)

(2,895)

(2,696)

(2,160)

3,755

(21,044)

1,595

(2,231)

CASH INFLOV/!IOUTFLOW) BEFORE USE OF
LIQUID RESOIJRCES AND FINANCING

MANAGEMENT OF LIQUID RESOURCES
Sate of Current Asset Investments

l75

726

(5,649)

3,064

FINANCING

Issue of Shares
Redemption of Shares
Increase in Debt

INCREASE!(DECREASE) IN CASH
DIJRING THE PERIOD

14 4,138
14 (3,547)
20

20

616

2,117

4,305
(3,042)

106
1,369

(1,216)

34
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Year ended 4th September 2004
2004

(52 Weeks)
aorta

2 Weelu i

ggll

Retained Surd us to tne Yea. 8,405

U"reahsed Surp us on Revalue on of Trading Prooedie
U reahsed Surpiu- on Revaiuat on of I-vestment P opert es
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6,290
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Year ended 4th September 2004
2004

(52 Weeks)

6'000
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notes to the financial statements

1 The Group has two pnncipal segments which are Retail and Investment Property. The results of

the two segments are:

2004
(52 Weeks)

2003
(52 Weeks)

Group Net Sales
- Retail

Investment Property

Total

2'000

212,484
7,684

220,168

2'000

196,316
6,707

203,023

Gross Profit
- Retail
- Investment Pro party

Common Costs

Group Trading Surplus

64,624
(52,467)

12,157

52,737
6,707

59,444
(47,400)

12,044

Net Assets
- Retail
- Investment Property

Total

72,736
94,964

167,700

61,259
87,896

149,155

2004
(52 Weeks)

2003
(52 Weeks)

2. Expenses —Ordinary Trading 2'000 2'000

Personnel Costs
Occupancy Costs
Hire of Plant —Operating Leases
Depreciation of Owned Assets
Depreciation of Assets Held Under Finance Leases
Surplus on Sale of Fixed Assets
Amortisation of Intangible Fixed Assets
Auditors' Fees: Audit

Non Audit

Directors' Fees
Other Expenses

Total Expenses —Ordinary Trading

5,717
77

3,703

(42)
401

60

27
11,819

51,791

27,373
5,479

85
3,471

18
(61)
300

27
9,799

46,555
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3. Employees

The Average Number Employed by the Group was

2004
(52 Weeks)

Number

2003
(52 Weeks)

Number

Full-Time
Part-Time

Total Average Number Employed

The Costs Incurred in Respect of these Employees were:

1,276
1,427

2'000

1,245
1,364

2,609

2'000

Wages and Salaries
Social Security Costs
Other Pension Costs

Total Personnel Casts

26,911
1,978
1,140

30.029

24,057
1,687
1,629

27,373

4. a) Expenses —Member Benefits and Grants
Individual

Motonst Packs
New Member Packs
Member Benefit General Release
Dividend Stamps Provision Released
Member Distnbution General Expenses

Total individual

100
(91)
(20)

314

328

24
64

(60)
(20)

252

260

Commun. ty
Bereavement Support Service
Health Care Grants
Milk far Schools
Member Services Grant
Member Services Grant Provision Released
Grant to the University of Lincoln
Charities Account
Co-operative Development Fund
Education
City and County Museum

Total Commumty

70
43
12

231
(200)
100
50
32
10

50
41
11

216

100
50
32
10
75

585

Total Expenses —Member Benefits and Grants 676 845

b) Distnbutions
Total Dividend 2,400 2,250

Share interest
Funeral benefit

Total Distnbutions 2 769

247
151

2,648

Interim dividend of 21,851,000 (2003 21,591,000) has been accounted for during the year.
Member purchases qualifying for such distnbution are determined by the Board of Directors,
from time to time, as is the rate of distribution.

A dividend bonus of 50p (2003: 50p) far every Et of qualifying dividend points distributed has
been recommended by the Board of Directors, which will be paid ta members in proportion to
the dividend points already distributed m the year under review, by way of payment into
members' share accounts.
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5. Taxation

a) Analysis of tax charge m year
Current tax
UK corporation tax at 30% (2003: 30%)
on profits for the year

Adjustments in respect of pnor years

Share of taxation in Joint Venture and Associates

Current tax charge for the year

2004
(52 Weeks)

2,810

591

3.401

2003
(52 Weeks)

2'000

2,973

169
361

3,503

Deferred Tax
Origination and reversal of timing differences

Adjustments in respect of pnor years

Deferred tax credits for the year

Taxation provided in the year

(250)

49

3,450

287

(1,084)

(797)

2,706

b) Factors affecting tax charge for the year
The effective rate of tax for the year of 29.2% (2003:20.5%) is not significantly different

from the standard rate of corporation tax in the UK of 30%. The differences in the current

tax charge are explained below.

Profit on ordinary activities before taxation

Profit on ordinary activities multiphed by standard rate
of corporation tax in the UK of 30% (2003: 30%)

11,800

3,540

13,205

3,962

Effects of:
Gains on trading property disposals
Permanent differences between items affecting tax and
accounting profit
Other timing differences
Adjustments to tax charge in respect of previous years

267
(406)

(610)

288
(306)
169

Current tax charge for the year 3,401 3,503

Fixed Assets —Intangible 2'000

Goodwill
Cost as at 7/9/2003
Additions

Cost as at 4/9/2004

5,721
2,112

7,833

Amortisation as at 7/9/2003
Charged in the Year

Amortisation as at 4/9/2004

Net Book Value as at 4/9/2Mi4

Net Book Value as at 6/9/2003

708
401

1,109

6,724

5,013
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7 Fixed Assets — Tanqible

a) Trading

Market Value/Original Cost at 7/9/2003
Transfer to Investment Properties
Additions
Disposals
Revaluation

Market Value/Onginal Cost at 4/9/2004

Land 8
Buildings

41,881
(459)

3,637
(31)

2,860

47.888

Fixtures
Fittings tt

Plant
8'000

21,369

3,090
(1,306 )

23.153

Transport

8'000

5,184

900
(496)

5,588

Rental
Assets

2'000

502

75
(31)

546

Total

68,936
(459)

7,702
(1,864)
2,860

77.175

Depreofation as at 7/9/2003
Charged in the Year
Disposals
Revaluation

Depremalion as at 4/9/2004

Net Book Value as at 4/9/2004

Net Book Vaf e as at 6 9 2003

513

i5f3

47.888

I 88i

13,822
2.281

(I 222)

14,881

8.272

3,227
739
(415)

3.551

2.037

394
50

(16)

428

118
'"8

17,443
3.583

(1 653)

18.860

58 315

-'9"'

2003
0

Fresh o o
Long lessens d

43,587
4.301

'3, 1

The vaiue of B„id ngs Oep ec at d v. as 2? 550 00i. gi' 71 52" 85: . .0 4 .M. s ~ -I i .rf -,
I V or&

Ib B ~ = L 5 C rt- 5 If '
i I

200 '

5 30C

3a

0
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8 Fixed Assets —investment Properties Land & Buildings

Freehold Leasehold
2'000 2'000

Landlords
Fixtures

2'000
Total
OOOO

Market Value/Original Cost as at 7/9/2003
Transfer from Trading Properties
Additions
Disposals
Revaluation

Market Value/Original Cost as at 4/9/2004

Depreciation as at 7/9/2003
Charged in the Year
Disposals

78,485
459

4,068
(479)

5,757

88.290

8,512

12
(81)

533

S.976

722

178

900

478
120

87,719
459

4,258
(560)

6,290

98.166

478
120

Depreciation as at 4/9/2004

Net Book Value as at 4/9/2004

Net Book Value as at 6/9/2003

88,290

78,485

8,976

8,512 244 87,241

59S

302 97.568

Included in the above are properties owned by Lincoln Corn Exchange & Markets (1991)Limited that were valued on

31st December 2003 at 272,460,000 by Banks, Long & Co., Chartered Surveyors, 15 St. Mary's Street, Lincoln.

Additions between 31st December 2003 and 30th June 2004 have been included at cost. Sales between 31st
December 2003 and 30th June 2004 have been accounted for at the December 2003 valuation with any proceeds in

excess of that valuation being shown in the Revenue account. External valuations are undertaken each December.

The remainder of the properties are owned by Lincolnshire Co-operative Limited or LCS property Limited. These
properties were valued at 224,294,000 as at 4th September 2004. The valuation was carried out by Banks Long & Co.

9. a) Investments
Fixed Assets

2004 2003
2'000 OOOO

Current Assets
2004 2003
OOOO 2'000

Interest and
Dividend

2004 2003
2'000

CWS Ltd. Shares
—Corporate Investor Shares

Other I & P Societies
- Shares

Associated Companies (i)

Companies Quoted
Companies Unquoted
Local Authorities
Mortgages
Funeral Bonds (iii)

Short term Deposits
Interest from Joint Venture

Totals

Joint Venture
Short Term Deposits

Associated Company
Short Term Deposits

Total investments

38
165
66

135
3

377
3,165

4,239

4,239

290

38
166

3,526
135

3
434
736

5,328

5,328

10,421

10,671

10,671

9,303

2,094

11,397

11,397

22
273

22
52
12

3

22
437

28
64
49
41

648

721



9. al Investments (continued) 2003
L"000

(i) Associated Company

Balance Brought Forward

Share of Trading Surplus Before Tax

Share of Net interest Received Before Tax

Tax Payable

Dividends Remitted

12

(6)

(10)

172

(2)

(10)

Total Balance Sheet Value 165 166

The sun =' "'65 000 0"3 ' '65 000 recreser's I e Gir, u = "a —.' ne r-. , -s I fre
Assoc a eo Cc-pa-r

(ii) Joint Venture

Balance Brought Forward

Share of Trading Profit

Share of Net Interest Received

Share of Tax Charged

Loans Repaid

Dividends Remitted

1,897

(585)

(900)

2,803

1,150

47

(359)

(2,791)



t0 Debtors

Falling Due
Within One Year

2003
2'000

Falling Due
After One Year

2004 2003
U000 2'000

Credit Sale

Trade Debtors

VAT

Other Debtors and Prepayments

Total Debtors

1,772

7,051

378

9.201

1,710

5,747

385

445

8,287

11.a) Creditors

Trade Creditors

Accrued Charges

VAT

Other Taxation and Social Secunty

Dividend Stamps and Member Benefit

Corporation Tax

Member Services Fund

Funeral Bonds

Owing to Joint Venture

Total Creditors

16,679

6,508

53
461

4Jt99

813

30.193

15,719

5,667

540

660

3,788

110

2,227

2,955

31,666

3,161

3.561

65

275

736

1,076

bi Dividend

Dividend Bonus

Dividend Approved Not Yet Distributed

Dividend Points Balances on Dividend Cards

Total Creditor

1,055

1,452

700

1,421

1,261

3,382



12. Loans Interest
Rate

Falling Due
Within One Year

2004 2003
2'000 BOOO

Falling Due
After One Year

2004 2003
2'000 f000

Interest Payable

2004 2003
2'000 2'000

Pension Fund

Bank

Funeral Bonds

Minonty Interests

Owing to Joint Venture

Other Loans

Other Interest Paid

6%
Variable

Variable

12.5%
3%
Variable

965

125 125

51 46

65

114

Bills of Exchange
Payable

Total

Joint Venture — Debentures

4.5%

1,000 965

4,000 4,000

5,000 4,965

125 125

125 125

236

236

21

Total Loans 5.000 4,965 25 125 257

The bills of exchange are secured on the Carlton Centre, Lincoln. Interest paid on the bills of exchange is

capitalised in Investment Properties under development and is not shown as a movement through the Revenue

Account. Dunng the year this amounted to 2105,863.

Other loans are unsecured and are repayable between two and five years.

13. Provisions for Liabihties and Charges
2003
O'000

Deferred Tax

Deferred tax provisions at the beginning of the year

Movement for the year 49

947

(797)

Deferred tax provisions at the end or the year 1 o9 150

An analysis of the amounts provided are set out below:

Accelerated capital allowances

Other timing differences

(562)

761

(800)

950

Deferred tax provisions at the end of the year 150

Deferred tax on chargeable gains rolled over has not been provided in the accounts. Included in 'other timing

differences' are amounts relating to differing treatment of dividends and distnbutions between the accounts and

in the current tax provision
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Share Capital 2003
7'000

Balance to begin the year
Contributions
Stamp Bonus
Dividend Bonus Credited to Accounts in the Year
Interest

Withdrawals

Balance to end the year

9„571
3,205

698
225

13,699
(3,547)

10,152

8,307
3,622

1

436
247

12,613
(3,042)

9,571

The whole of the share capital comprises 10,151,547 non equity shares of 21 attracting interest at
the rates below:

Balance
20- 220
220 —21 00
2100 —2500
7500 —2{,000
21,000 —22,500
22,500 —210,000
21 0,000 —22O, 000

Interest Rate
Nil

1.0%
1.5%
2.0%
2.5%
3.0%
3.5%

ii) Shares are withdrawable on periods of notice from demand to two weeks depending on the
amount.

iii) Every member who has been a member of the Society for not less than six months and holds a
mmimum of one share is entitled to one vote.

iv) In the event of a winding up, any balance remaining, after meeting all liabilities will be distributed
subject to the Society's rules.

v) Dividends to members are paid by way of redemption of dividend points and by payments ofdividend into members' share accounts.

vi) The Society has in place a scheme covering total share capital, guaranteed by Partners of Andrew& Co., the Society's Sokcitors, and underpinned by a floating charge on property.

Revaluation Reserve

Balance to begin the year

Revaluation during the year

Transfer of amount equivalent to additional
depreciation on revalued assets
Transfer of reahsed gains on disposals
Minonty Interest

Trading
Property

2{N4
2'000

28,473

3,373

57

Investment
Property

2004
2'000

13,148

6,290

(150)

Investments

461

(461)

Total

42,082

9,663

57

(611)

(1 1)
Balance to end the year 31,892 19,288
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2004

16 Revenue Reserve (52 weeks)
OOOO

2003
(52 weeks)

2'000

Balance to begin the year

Transfer from Revaluation Reserve

Retained Surplus for the Year

Balance to end the year

97,573

8,405

106.532

87,111

34

10,428

97,573

The cumulative total of goodwill wntten off directly against the Group Revenue Reserve
amounts to 26,254,000 (2003 26,254,000).

17. Reconcihation of Movements m
Members' Funds

2004
(52 weeks)

'2'000

2003
(52 weeks)

OOOO

Retained Surplus for the year

Other recognised Gains and Losses
relating to the year

Minority share of Group revaluation surplus

Movement on Share Capital

8,405

9,663

(11)
581

10,428

3,414

4

1,264

Net additions to Members' Funds

Opening Members' Funds

Ciosing Members' Funds

18,638

149,226

167 864

15,110

134,116

149,226

18. Mmonty interests

2004
(52 weeks)

OOOO

2003
(52 weeks)

2'000

Balance to begin the year

Share of (losses)/profits for the year

Share of revaluation

Dividend paid

Balance to end the year

(71 )

(55)
11

(49)

(138)
71

(4)

(71)

Reconciliation of Operatmg Surplus to Cash

Inflow from Operatmg Actiwties

Trading Surplus

Depreciation Charges

Surplus on Sale of Fixed Assets

Amortisation Charges

Stamp Bonus

Decrease/(Increase) in Stocks

(Increase)/Decrease in Debtors

(Decrease)/Increase in Creditors

12,157

3,703

(42)

401

1,013
(914)

(174)

12,044

3,489

(61)

300

(2,300)

215

2,657

Cash Inflow from Operating Actrviaes 16,144 16,345
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20. Analysis of Net Funds

Cash in hand and at bank

At 7/9/03
2'000

2,058

Cash Flow
2'000

2,117

At 4/9/04
2'000

4,175

Debt due after one year

Debt due within one year

(125)

(4,965) (35)

(125)

(5,000)

Current asset investments

(5,090)

1 1,397
(35 )

(726)

(5,125)

10,671

Totals 8,365 1.356 9.721

The debt due after one year is due for repayment between two and five years.

21. Reconcgiation of Net Cash Flow
to Net Funds

2004
(52 weeks)

2'000

2003
(52 weeks)

2'000

Increase/(Decrease) in cash in the period

Cash inflow from increase in debt

Cash inflow from squid resources

Change in Net Funds resulting from cash flows
Net Funds at the start of the period

2,117

(35)
(726)

(1,216)

(106)

(3,064)

(4,386)

12,751

Net Funds at the end of the period 9.721 8,365

22. Acquisitions and Disposals

During the period, the Group acquired the assets and goodwill of various businesses. Thecosts associated are as follows:—

2004
UOOO

Fixed Assets

Stock

Goodwill

Total Cash Consideration

2,112

2,895

23. Capital Commitments

Outstanding contracts for Capital Expenditure not provided in the accounts amounted to88,873,000 (2003 23,683,000) and capital expenditure authorised by the Directors for whichno contracts have been placed totalled 21 0,193,000 (2003 212,853,000).
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24. Pension Scneme

The Society operates a funded defined benefit pension fund for which the pension cost for
the Group was Et, 140,000 (2003 EL529,000).

The pension cost relating ta the fund has been assessed in accordance with the advice of the
professional actuaries based on a formal valuation earned out at 30th September 2000. At

that date the market value of the fund assets was 239,455,740 of which F1,110,310 was
invested in the Society. The fund was in surplus and the actuanal valuation of the assets was
sufficient to eever 103% of the benefits accruing to the members after allowing for expected
future increases in earnings. The Society has continued its obligation ta pay pension
contributions at 3.4% above the employees rate. The pension cast charge has been
assessed using the discounted income method of valuation with assumed investment returns

of 7% and assumed salary growth of 5%. The next valuation is at 30th September 2003, the
results af which are yet to be finalised

The full actuarial valuation was updated to 4th September 2004 by a qualified independent

actuary. The major assumptions used by the actuary were:

2004 2003

Rate of increase in salaries

Rate of increase in pensions payment

Rate of increase in deferred pensions

Discount rate

Inflation assumption

3.5%
2.5%
2.5%

5 75%
2.5%

3 75%
3.00%
2 75%
5.50%
2.75%

The assets in the scheme and the expected rate of return were:

Long term
rate of
return

expected
at 4/9/04

Value
at 4/9/04

8'000

Long term
rate of
return

expected
at 6/9/03

Value
at 6/9/03

fo'000

Equities

Bonds

Other

9.0%
5.25%

4.5%
4,124

4,316

9.5%
5.0%
4o5%

26,322

4,153
3,521

Total market value of assets

Present value af scheme liabilities

Deficit in the scheme

Related deferred tax asset

Net pension sabihty

37,100

(44,147)

P,047)

2,114

(42,241)

(8+45)
2,474

(5,771)

Advantage has been taken of the transitional arrangements as outlined in Financial Reporting

Standard 17 (Retirement Benefits), and the pension liability as detailed above is not included

in the net assets of the Society as at 4th September 2004.



24 Pension Scheme {continued)

Had the transitional arrangements not included been adopted then the amounts in the
results for the year would be as set out below:

Analysis of amount charged to operating progt:

Current service cost

Year ending
4/9/04
2*000

Year ending
6/9/03
2'000

1,150

Analysis of the amount credited to other finance income:
Expected return on pension fund assets
Interest on pension fund liabilities

2,885
(2,344)

2,559

(2,058 )

Net Return 541 501

Analysis of amount recognised in the Statement of
Total Recognised Gains and Losses:

Actual return less expected return on pension fund assets
Experience gains and losses ansing on the fund liabilities

Changes in assumptions underlying the present value of
fund liabilities

Actuanai gain/(lass) recognised

Year ending
4/9/04
2'000

(215)
(2 SM)

3,880

985

Year ending
6/9/03
OOOO

(297)
I

(2,103)

(2,399)

Movement m deficit dunng the year: Year ending
4/9/04
Eo000

Year ending
6/9/03
2'000

Deficit in scheme at beginning of the year
Current service cost
Regular contnbutions paid to pension fund
Other finance income

Actuarial gain/Oass)

Deficit in scheme at end of the year

(8+46)
(1,456)
1,128

541

(7,047)

(6,165)
(1,150)

968
501

(2,399)

(8,245)

H:story af experience gams and lasses

Difference between the expected and actual return on
scheme assets.

Amount

% of fund assets
Experience gains and losses on scheme liabilities
Amount

% of the present value of scheme liabilities

(215)

(1%)

(2,680)

(6%)

(297)

(1%)

0%
Total srnaunt recognised in the Statement of Total Recognised Gains and Losses:
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% of present value of scheme liabilities
985
2%

(2,399)
(6%)



25 Contingent Li.i" i. iv

No provision has been made for Corporation tax on the capital gain estimated at 28,400,000 (2003
85,500,000) which would anse if the Trading and Investment Properties were sold at the revalued

amounts.

Lincoln Shop Equipment Ltd.

Greetwell Developments Ltd.

Lincoln and Gainsborough

Adult Training Ltd.

Gadsby's of Southwell Ltd

Net Sales

2004
(52 Weeks)

U000

24

1,022

Balance Owing
to/(from)
the Group

2004

2'000

(105)

(1,813)

1,220

Net Sales

2003
(52 Weeks)

8'000

363

33

978

Balance Owing
to/(from)

the Group
2003

8'000

(126)

(2,955)

1,184
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historic comparative statement

Sept 2000 Sept 2001 Sept 2002 Sept 2003 Sept 2004
52 Weeks 52 Weeks 53 Weeks 52 Weeks 52 Weeks

125,882 133,078 138,862 147,054 142.289

2'000 OOOO 000 2'000 2'000

Revenue Account
Turnover

Depreciation

Trading Surplus

Members' Benefits

Dividend

Trans. to Reserves

Balance Sheet
Intangible Assets

Total Tangible Assets

Total Fixed Investments

Net Current Assets

Long Term Creditors

Liabdities/Charges

Net Assets

Share Capital

Reserves

Minority Interest

210,265

3,272

9,004

589

1,800

5,103

1,845

97,315

4,455

9,174

257

556

111,976

4,940

106,948

88

213,059

3,466

8,549

391

1,810

5,823

2,932

109,842

4,217

5,028

359
961

120,699

5,691

115,159

(151)

223,842

3,404

10,530

792

1,950

6,475

4,246

119,236

4,382

7,772

711

947

133,978

8,307

125,809

(138)

219,702

3,489

12,044

845

2,250

10,428

5,013

138,734

6,178

581

1,201

150

149,155

9,571

139,655

(71)

237.670

3.703

12.157

676

2,400

5,555

3.423

3.686

199
167.700

10.152

157,712

(164)

Comparative amounts have been restated where appropnate.
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Minutes of the Half Yearly Meeting
held on Wednesday 19th May 2004
at 7.00 p.m. at The Lawn, Union
Road, Lincoln

Present
Reverend Eileen Bangay, President of the
Society in the Chair, 74 members in

attendance.

Foster, Ronald David
Aston, Paul
Middleton, Alan

Bangay, Eileen
Spencer, Hannah
Stead, Marcus

566 votes
626 votes
509 votes
601 votes
535 votes
752 votes

Declaration of Result of Election
Tne Returning Officer ueclaied the iesu t of
the Election for five Directors as follows:-

Minutes
The Minutes of the Central Annual General
Meeting and of the Central Special Members'
Meeting both held on Wednesday 26th
November 2003 were signed as a correct
record of the proceedings.

Directors Half Yearly Report
The President presented the Directors' Half
Yearly Report for the six months ended 6th
March 2004. The President highlighted the
Society's trading performance and the
development of services. She reported an
increase in gross turnover for the Group of
4.1% to Et 1 6,000,000 and an increase in

Group trading surplus of 12 6% to
26,387,000. 23,667,000 was allocated to
reserves from revenue in the half year and
total reserves at the half year end stood at
just under 2147,000,000. An increase in

membership to over 152,000 was reported
and details were given of the Society's
community and membership programmes.
The motion to receive the Directors' Half

Yearly Report was approved unanimously.

The following candidates were therefore
elected to serve on the Board of Directors for
the ensuing two years: Stead Marcus, Aston
Paul, Bangay Eileen, Spencer Hannah,
Middleton Alan.

The number of votes cast in the election was
1,301

The President thanked the members, her Vice
President, fellow directors and staff for their
support dunng her term of office.



membel s' meetings
SPALDING
South Holland Centre, Market Place, Spalding
on Tuesday 16th November 2004 at 7.00pm

NEWARK
Town Hall, Market Square, Newark on
Wednesday 17th November 2004 at 7.00pm

GAINSBOROUGH
The Weston Rooms, Hickman Street,
Gainsborough on Thursday 18th November
2004 at 7.00pm

GRIMSBY
Hotel Elizabeth, Littlecoates Road, Grimsby
on Monday 22th November 2004 at 7.00pm

HORNCASTLE
Horncastle Golf and Country Club, West
Ashby, Horncastle on Tuesday 23rd November
2004 at 7.00pm

LINCOLN
The Lincoln Suite, The Lawn. Union Road,
Lincoln on Wednesday 24th November 2004
at 7.00pm

annL(a. 'general meeting
AGENDA

1 To confirm the minutes of the Annual
General Meeting held November 2003
(Half Yearly Meeting 19th May 2004 for
Lincoln AGM only).

Board of Directors that the basic rate of
issue of dividend points continues at 24
points per Et spent and with a value of 21
for every 2400 points redeemed.

5 To appoint a Returning Officer.

6 To consider the resolution that KPMG LLP
be and are hereby re-appointed Auditors of
the Society to hold office from the
conclusion of the Lincoln Annual General
Meeting until the conclusion of the next
Annual General Meeting at which accounts
are laid before the Somety at a
remuneration to be fixed by the Directors.

7 To receive nominations for six Directors
(closing date 19th November 2004).

Questions must be submitted in accordance
with Special Rule VII (d) and General Rule 73.
See standing orders inside back cover.

Members must produce their Share Book or
Dividend Card to gain entry to these meetings.
Any Member present who holds a minimum 21
share capital and has been a member of the
Society for 6 months shall have one vote.
Please note: To use Dividend Card as proof of
voting entitlement, the minimum balance of 21
must be in the Member's Share Account by
Saturday 6th November 2004.

2 To receive the Directors' Report, Auditor's
Report and Annual Accounts.

3 To consider the recommendation of the
Board of Directors for a final dividend of
50p for every 61 of dividend points
recewed in the year to 4th September 2004.

4 To consider the recommendation of the

52



The Order of business at every general or special meeting of the Society shall be in accordance with the printed
agenda of business issued with the notice of the respectwe meeting.

2. Except in the case of a special general meeting called upon the requisition of members, the agenda of every meeting
shall be made out in the form and order approved by the Directors and shall include only such business as is decided
upon by the Directors.

All notices of motion for consideration at any general meeting must be first submitted to the Directors in writing,
signed by the member giving the notice, not later than twenty one days prior to the date of the first district meeting.
Any amendments to any proposal on the agenda at any general meeting must be received by the Society at least
seven days prior to the first distnct meeting.

4 No member shall be allowed to speak more than once on any motion except the mover of resolutions, motions and
amendments, who shall be allowed a reply and no member shall speak after the reply immediately after which the
question shall be put from the chair.

tk No member shall be allowed to speak for more than five minutes, except the mover, who may speak for ten minutes
and take five minutes in reply.

The same agenda shall be put before the members at the district and the central meetings. Where the agenda
contains a motion and an amendment or amendments thereto, voting shall take place as if both the motion and
amendments were substantive motions and on consolidation of the votes at afi the meetings if both motion and an
amendment or amendments are carried, the motion or amendment which has the greater number of votes recorded in
its favour shall be declared carried, and if the votes in favour are equal such one of those receiving such equal votes
as had the largest majority shall be declared carried.

Any member who has not spoken to the question before the meeting may at any time during the course of the debate
move "That the question be now put". Such motion must be made without any accompanying speech and must be
forthwith put without amendment or debate, and should such motion be adopted, the chairman shall, subject to the
right of reply of the mover of the question under discussion, at once put the question.

8. Any member choosing to speak upon any question whatsoever must nse in his place and address himself to the
chairman. When two or more members rise at the same time, the chairman shall indicate the member who is to speak
first.

8. Whenever the chairman rises to speak, no member shall continue standing, nor shall any member rise until the
chairman resumes his seat.

10. A member shall confine his speech strictly to the motion under discussion, or to the amendment or to a question of
order.

11. The chairman may call attention to continued irrelevance, tedious repetition, or any breach of order on the
part of a member and may direct such member to discontinue his speech.

Any one or more of these standing orders may be suspended at any meeting by the vote of a two-thirds majority of
members present at the meeting. The decision of the chairman upon any point of order shall be final.

SPECIAL RULE Vll(dj
Members wishing to ask a question at any members meeting of the Society must submit the question in writing to the
Secretary at least 48 hours before the relevant meeting.

SPECIAL RULE X
How Votes Shall be taken - The minimum number of members required to demand a ballot vote at meetings shall be 40 or at
least 80 per cent of members present and entitled to vote if less than 80 members be in attendance.

GENERAL RULE 73
Complaints by Members - A member who has any complaint to make as to the quality, quantity, or pnce of any goods or
senesce suppiktd by the Safety, or the conduct of any officer or employee of the Society, shall send the particulars of such

to the board who shafi inquire into and decide upon them, subject to an appeal from any such decision to an
ordinary meeting of members; but no such complaint shall be brought before any such meeting except on appeal.


