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Rowntree Mackintosh

Directors o
and their principal responsibilities

K H MDixon BA (Econ) Chairman

K Haslinger BCom, FCMA  Deputy chairman
UJSA operations, pensions

J Nutter BScTech, CEng, MIMechE  Deputy chairman
Group personnel, engineering research & development

P H Blackbum BA, FCA
European division

D B Bowden FCA
Finance, export division, corporate planning

. d W Colquhoun BSc, FIFST

Products research & development

T Copley MA
Overseas division

D Cramb CBE, FCMA, FSCA ,
Anglo Bellamy, Sun-Pat, engineering companies, UK distribution, group management services

"RA Kﬁner MA

UK confectionery division, health food companies

J L Mackinlay FCA, FCMA
European division, RPC, group cocoa supply

Six Ashley Ponsonby Bt, MC
Non executive

J A P Treasure PhD
Non executive

Principal activity

e e a m———— P — e Y hm

The group makes confectionery, snack food and groce:

” Ca
Areview of the group’s activities in 1983 is set ou 1y products which it sells throughout the world.,

tin the Directors’ report.
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Rowntree Mackintosh

Chairman’s statement

1983 was an important year for the group: the
financial results continued to improve on the back of
good trading performances and two strategically sig-
nificant acquisitions were successfully completed.

Sales were £181 million higher than 1982 at £952
million, an increase of 24 per cent, of which a litle
mere than haif came from new acquisitions. Trading
profits were up 30 per cent, and pre-tax profits, after
interest charges which include financing costs of the
acquisitions, reached £61 million. Earnings per share
increased by 27 per cent. Excluding acquisition costs
the group generated sufficient funds to finance all its
needs, including capital expenditure of £58 million,
£16 miillion higher than in 1982,

The trading performance, looked at as a whole, was
fully satisfactory given the persistent effects of
recession in some countries, the intensity of com-
petltion from other manufacturers and the growing
pressure for higher discounts from increasingly
powerful retail and wholesale distributors. As usual,
performance in some countries and companies was
better than others; but diversity is part of the strength
of a company that trades internationally. A com-
prehensive description of our trading activities
appears on pages 6 to 15 of this report.

Three aspects of our activities deserve particular
comment; our North American acquisitions, Tom’s
Foods and Laura Secord; the progress we are making
in Europe; and the scale and intensity of the group's
efforts to improve its compatitiveness by increasing
efficiency and lowering costs.

Tom’s Foods and Laura Secord fit well into our
strategic objectives. Both businesses have, in their
different ways, widened the scope of the group's
activities. They have increased our geographical
spread and shifted significantly the proportion of our
earnings coming from non-confectionery sales. Based
on our experience in 1983 we would expect over 30
per ceit of our trading profit th's year will arise in
North America compared with less than 10 per cent
in 1982; and over 20 per cent will be generated by
non-confectionery sales, compared with about 5 per
cent, Tom’s Foods has given us an important stake in
the large and growing US savoury snack food market,
and in Canada Laura Secord has added to our
powerful branded confectionery operation a specialist
retailing business of high and distinctive reputafion.
Both businesses have contributed immediately to the
earnings of the group; Tom's Foods furthermore has
already demonstrated its capacity to generate cash
well in excess of its own needs,

The European division is now making a positive con-
tribution to the group’s trading profits, but there is still




7T

y

:/

Lo

BN

e et i i e e ok = o 2
: I
i

a way to go before its profits represent an adequate
return on the investment we have made. There has
been however no simple step we could have taken to
transform the position—it has been a question of
steadily building internationat wands, improving the
effectiveness of management and reducing the cost
base of the operations. However, considerable pro-
gress has been made. All the trading companies
except Belgium made profits in 1983, The French
company continued to improve its results and market
share. A similar improvement oceurrad in the Nether-
lands, where steady growth over the past years has
given us a stable and profitable business. Manage-
ment action in ltaly has turned the company into a
profitable operation allowing important marketing
support for our brands. The Belgian market is less
buoyant and steps are being taken io tackle the prob-
lems there. Germany is the most competitive market
in the division; whilst our sales volumes were lower in
1983, we have a number of well established brands
and recent managerment appointments will help us to
build on this foundation.

During 1983 the group intensified its efforts to
improve its competitiveness, particularly in the UK
where the profits of the confectionery business have
been reduced by the need to respond positively to
intense price competition from other manufaciurers
and pressure from distributors for higher discounts.
We are continuing to improve our international com-
petitiveness with high levels of capital expenditure
and by restructuring some of our operations, Capital
expenditure, firmly directed toward cost saving pro-
jects, was £58 million gross. In 1984 it will exceed
£60 million and the greater part will have the effect
of reducing costs. Expenditure on this scale is, we
believe, vital if the group is to maintain its competitive-
ness; indeed we have demonstrated this conviction by
continuing to invest heavily in new plant and equip-
ment through the recession. Shareholders will see
that £11 million has been included under extraordi-
nary items in the Profit and Loss Account for rational-
isation costs; this relates mainly to plans announced
for certain UK operations. Unhappily such changes
necessitate  significant reductions in numbers
employed in factories and offices, Our wish always is
that the reductions should so far as possible be
achieved naturally or through special voluntary
redundancy or early retirement schemes. It is only by
taking actions of this kind, in addition to investment
in new plant and equipment, that a secure future for
the majority of employees can be achieved.

We believe very strongly that the pressure to reduce
costs should not diminish elther the strength of our
brands or the quality of the service we offer our

customers. We are therefore continuing to take an
aggressive marketing stance with competitive advertis-
ing expenditure, tight pricing policies and a commit-
rment to maintain the distinctive characteristics of our
brands,

The group’s performance depends on the energy and
quality of its employees; and the board’s thanks are
due to all of them for their great elforts at a ime when
response to economic forces makes change, and
often unwelcome change, essential. This need to
adapt and to seize new opportunities makes heavy
demands on all involved and managers have to exer-
cise their responsibilities with particular sensitivity,
care and firmness.

We believe it is right that each year part of the group’s
resources should be used in the wider Interests of the
communities of which we are part. In 1983 contri-
butions of both financial and managerial resources
were made to a variety of charitable and local com-
munity causes.

The group is well balanced to make further trad-
ing and financial progress. Its mature, established
businesses are strong and have demonstrated their
effectiveness during the recession. Its developing
businesses, particularly in continental Europe, are
responding to resolute, long term strategies. Cur
recent acquisitions are performing well and have ben-
eficially shifted the balance of the group’s earning
capacity. The board’s objective is to continue to grow
and to combine growth with progressive improvement
in the return on the funds invested in the business.

Kenneth Dixon
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Directors’ rciport
for the year ended 31 December 1983

Review of operations in 1983
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The UK confectionery division Increased its volume
and market share in 1983, but its profitability in the
face of intense competition was reduced. During the
vear the division reduced its numbers and improved
productivity, and accelerated a longer terh pro-
gramme to continue these trends. The division with-
stood increasingly severe competition, maintained its
market place momentum through a very hot summer,
experimented with new products and faced the con-
troversial issues into which it has been unwillingly
drawn by “the high street war”,

The long-term trends in the UK confectionery market
continued during 1983—uwith increased chocolate
consumption offsetting a declining demand for sugar

T U

confectionery, though the hot summer did produce a
temporary setback in the chocolate sector. Encourag-
ing success was achieved in both sectors. Rowntree’s
Fruit Pastilles, one of the most valuable brands in
sugar confectionery, again gained volume against the
downward trend in the market. Increased chocolate
market share came from a relatively new brand
Lion Bar, over 40 per cent up on 1982, from an
additional formulation of a long established brand
Aero, over 250 million bars of which in the new
chunky shape were sold, from the division’s biggest
brand Kit Kat which reached record volumes for a
fourth successive year, and from improved value and
heavier advertising of Rolo which saw its highest sales
since 1974,

Quality Street is the leading brand among seasonal
chocolate assortments, and as a result the division
has become unwillingly embroiled in the issues raised
by selling below cost. When, in normal trading, a
product much in demand is sold below cost by pub-
licity conscicus retailers, other retailers are discour-
aged from stocking it. The possibility of making
higher than necessary profits on other products to
subsidise losses on one is not likely to be attractive to
them, or to be pursued for long even by the original
“seller at a loss”, Consequently, general availability is
reduced to the inconvenience and disadvantage of
the consumer and as the confectionery industy is
geared to serving the impulse purchase, reduced
availability of distribution reduces volume and in-
creases costs. For these reasons new supplies of the
Quality Street Family Tin were refused to those
retailers who sold it below cost, even when they were
important groups whose goodwill we greatly value.

Nevertheless, in the face of these pressures and in
spite of determined competition 1983 saw the divi-

sion make a material gain in market shar, in both
volume and value,




Fully recognising that its continued progress in a
highly competitive market depends on flexible and
efficient production, the division has completed some
and initiated other major steps to achieve this. Capital
expenditure has been primarily directed at improving
labour productivity. Refurbishment of the Lion Bar
plant at Fawdon has been essential to that brand’s value
and growth. Rapid installation at York made possible
the success of new Aero. Other significant projects in-
cluded a £2-5 million Easter Egg plant at Norwich,
being followed by a similar one in Halifax, re-equipment
for Blue Riband packing at Glasgow, using the most
recent technical developments, and the start of the
building of a multi-million pound automated ware-
house in York which will make an important contvi-
bution to the development of sophisticated planning
procedures and efficient and cost effective control of
manufactured stocks and deliveries to customers.
During 1984, work will cornmence on anew £16 million
Kit Kat production plant at York.

The extension of the division’s well-esteblished com:-
fnunication and consultative arrangements is referred
to on page 16, These arrangenients have played and
will play an important part in the introduction of
the factory changes that are taking place. Although
production volume increased, average numbers
emploved were reduced as the result of increased
productivity from 16,300 in 1982 to 15,810. This
reduction was largely achieved by the introduction
at a number of locations of voluntary redundancy
and early retirement schemes, of which over 450
employees took advantage. At Fawdon, Halifax and
York comprehensive'reviews of operations were con-
ducted, with the involvement of consultants. These
have pointed to opportunities for reducing staffing,
some of which have already been taken.

With an increasing rnarket share and increasing pro-
ductivity, the division faces unabated competition in
1984 with confidence.

Newcastle.

Anglo Bellamy, with a steady programme of new line
introductions and a commitment to giving value for
monay, more than held its place in the highly com-
petitive low priced children’s line market. Sales
volume and turnover were above 1982 levels and a
reduction of 8 per cent in numbers employed led to
improved efficiency and productivity.
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Directors’ rc,. _. continued

Review of operations continued

Rowntree Mackintosh Sun-Pat

Sales fm
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Rowntree Mackintosh Sun-Pat had another success-
ful year with increases in sales volume, turnover and
trading profit. In addition, the company maintained
employment at 1982 levels, improved its competitive
position in the market and continued to strengthen its
major brands,

Rowntree’s Table Jelly during its Diamond Jubilee
year maintained its market leader position and
achieved increases in both sales volumes and market
share. TV advertising was successfully reintroduced
with the company gaining a gold award from the
advertising indushy for the best use of music
accompaniment for a TV cornmercial, This, together
with the hot summer stimulating demand, combined
to produce encotraging total market growth. Exten-
sive advertising of Sun:Pat Peanut Butter produced

higher sales volumes and market share, reinforcing its
market leader status,

A new spread product, Hazelnut Chocolate Spread,
was successfully test marketed in Scotland and a UK
launch supported by TV advertising will be under-
taken during 1984. This launch continues the
company’s policy of developing new lines which are
capable of building a substantial Sun-Pat spreads
business.

The Pan Yan brand of Pickles and Sauces shawad
encouraging signs of recovery and had one of its best
years for some time whilst other products—cdesserts,

snacks and drinks—maintained their market pos-
itions. The company continued to make progress in
the development of its own label business.

Capital expenditure in 1983 included the installation
of a new pickle and sauce filling plant, improvements
to Cheese Spread filling and further improvements to
warehousing and factory services, Work also com-
menced on a new employee amenity building,

Trading conditions in the grocery market continue
to be very competitive but with the continued co-
operation of all emplovees further progress is
anticipated.

Two employees at the new peanut butter labelfing
plant at Hadfield factory.
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RPC had a satisfactory year with volume growth of
3 per cent over 1982, sales 9 per cent higher at £31-7
million and a continuing high level of profitability.

There were two maln areas of note: firstly the escalat-
ing cost of major raw materials in the second half of
the year, which resulted in two price increases within
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four months and consequently affected volumes;
secondly the rapidly growing strength of the multiple
retailers placed further pressure on van selling opera-
tions but enabled the company to increase its sales of
own label products.

The company’s policy of low unit cost and high
quality has been maintained and an additional crisp
packing line, incorporating the latest computer
technology, was installed during the year at a cost of
£0-5 million,

n 1983 RPC sold over 400 million bags of snack
foods, an estimated 7 per cent market share. The
crisp and nut markets experienced little growth and
this trend is not expected to change significantly in
the immediate future. Savoury snacks, however,
remained a relatively high growth area and RPC is
developing new extruded products in 1984, com-
mencing with the introduction of Jaws in January.

Sufficient capacity is available to meet medium term
planned volumes and anticipated levels of capital
expenditure are adequate to provide a comprehen-
sive fixed asset replacement and modernisation
programme.

The RPC workforce increased slightly in 1983. The
company faces 1984 with confidence, knowing that
its excellent labour relations will be a vital ingredient
of continued suceess.
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Rowntrez Mackintosh

Directors’ report continued

Review of operations continusd

European division

Sales £m .
180'] O France i -
L} Germany . , u

) All other - L
1504

The division achieved increased sales volume and
turnover and improved profitability for the third suc-
cessive year. This progress was achieved against a
background of continuing economic recession, rising
unemployment and curtailed consurmner spending.

Confectionery markets were generally slatic and
competition remained intense, particularly in north-
emn Europe where record summer temperatures
affected confectionery demand.

In Germany, in a depressed market sales failed to
reach planned levels although Choco Crossies con-
tinued to perform well. 1983 saw a strengthening of
the management team in Haraburg and with a
modest upturn forecast in the German economy, the
division’s primary objective for 1984 is for renewed
growth in its largest market.

The French company continued the progress made
in recent years, again increasing its sales volume and
market share. This progress was shared by most of
the company’s brands, with Kit Kat, After Eight and
Smarties being especially encouraging, Réve Doré, a
milk chocolate version of the successful Rocher Réve
MNoir, and Petits Cracks, branded mini chocolate bars,
were successfully introduced during the year. The
division Is continuing to put major efforts into improv-
ing production facilities following the recent period of
factory consolidation.

10

In Holland the company had a good year with gains
in volume and market share. Kit Kat, Nuts and Rolo
were particularly prominent whilst Bros also made
good progress. We have now acquired the Bros
brand, sold under licence during 1983, together with
related mao:facturing plant.

Thz Belgian company had a disappointing year with
several brands failing to achieve previous sales levels,
Smarties however performed well. A major effort is
being made to improve the position of the Belgian
company which has to operaie in a declining market.

The ltalian company is beginning to achieve very
positive results following a period of retrenchment
and reappraisal. Sales and profits were well ahead of
1982 levels, with the relaunch of Kit Kat being par-
ticularly successful. Lion Bar, launched in September,
has been well received by both trade and consumer.

The division continues to make investments in its
manufacturing companies. At Hamburg major pro-
jects have improved After Eight and Smarties packing
and in Holland a warehouse and distribution depot
was completed. In France, Quality Street manufac-
ture commenced at Dijon and further investment was
made for the production of mini Lion Bars and Petits
Cracks. In addition to these major projects, the divi-
sion continues at all locations to achieve improve-
ments in quality and productivity which are vital if
values for the consumer are to be maintained.

The division is forecasting further progress in 1984 by
continuation of the brand building necessary to
secure long term stable profitability.
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Review of operations continusd

European division

Sales £m

1801 O France -
[l Germany . , oo
(2 All other . T
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The division achieved increased sales volume and
turnover and improved profitability for the third suc-
cessive year. This progress was achieved against a
background of continuing economic recession, rising
unemployment and curtalled consumer spending.

Confectionery matkets were generally slatic and
competition remained intense, particularly in north-
ern Europe where record summer ternperatures
affected confectionery demand.

In Germany, in a depressed marker sales failed to
reach planned levels although Choco Crossies con-
tinued to perform well. 1983 saw a strengthening of
the management team in Haraburg and with a
modest upturn forecast in the German economy, the
division’s primary objective for 1984 is for renewed
growth in its largest market.

The French company continued the progress made
in vecent years, again increasing its sales volume and
market share. This progress was shared by most of
ihe company’s brands, with Kit Kat, After Eight and
Smarties being especially encouraging. Réve Dorg, a
milk chocolate version of the successful Rocher Réve
Noir, and Petits Cracks, branded mini chocolate bars,
were successfully introduced during the year. The
division Is continuing to put major efforts into improv-
ing production facilities following the recent period of
factory consolidation.

10

In Holland the company had a good year with gains
in volume and market share. Kit Kat, Nuis and Rolo
were particularly prominent whilst Bros also made
good progress. We have now acquired the Bros
brand, sold under licence during 1983, together with
relate. ] marsfacturing plant.

Tha Belgian company had a disappointing year with
several brands failing to achieve nrevious sales levels.
Smarties however performed well. A major effort is
belng made to improve the position of the Belgian
company which has to operate in a declining market.

The Iltalian company is beginning to achieve very
positive results following a period of retrenchment
and reappraisal. Sales and profits were well ahead of
1982 levels, with the relaunch of Kit Kat being par-
ticularly successful. Lion Bar, launched in September,
has been well received by both trade and consumer.

The division continues to make investments in its
manufacturing companies. At Hamburg major pro-
jects have improved After Eight and Smarties packing
and in Holland a warehouse and distribution depot
was completed. In France, Quality Street manufac-
ture comnmenced at Dijon and further investment was
made for the production of mini Lion Bars and Petits
Cracks. In addition to these major projects, the divi-
sion continues at all locations to achieve improve-
ments in quality and productivity which are vital if
values for the consumer are to be maintained.

The division is forecasting further progress in 1984 by
continuation of the brand building necessary to
secure long term stable profitability.
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(verseas division

Sales £m
2157 3 Australia

200 £ Canada
£3 South Africa
5 lreland
1504
1004
50

1979

The companies operating within the Overseas div-
ision produced mixed resulis. Trading profit showed
a useful increase over that of 1982, but sales volume
was lower,

Outstanding progress was achieved in Canada where
our long established subsidiary, Rowntree Mackintosh
Canada, made a dramatic recovery from the disap-
pointing performance of the previous year and
where our newly acquired Laura Secord business waus
successfully absorbed into the division. Rowntree
Mackintosh Canada’s record sales were in part
attributable {o the very successful launch of Mirage, a
churky bar of aerated milk chocolate, but other lines,
particularly Black Magic and After Eight, performed
well too, Market share was increased in both bar lines
and boxed chocolates. The current emphasis placed
by Laura Secord management on quality, freshness,
value and presentation s confidently expected to
enhance the Laura Secord image and build sales
volume. The cost cutting and productivity incert .2
schemes effected before the acquisition have ensured
that the business has contributed a satisfactory profit
to the group,

In South Africa a combination of severe drought and
recession reduced incomes, particularly among the
black population who have been a significant source
of Wilson-Rowntree's rapidly growing sales in recent
years, As a consequence, along with other major sup-
pliers of consumer goods, Wilson-Rowntree exper-
ienced in 1983 a setback in sales. Nevertheless,

market share was increased in both the chocolate and
sugar confectionery segments of the market and over-
all profitability was maintained. In spite of the un-
happy political situation in the neighbouring Ciskei,
which has affected workers in all major East London
companies, employee relations have been very good
during the year and progress has been achieved in
the further development of personnel policies, pac-
ticularly for training. A copy of our report to the
Department of Trade on the EEC Code of Conduct
is available on request.

Rowntree Hoadley in Australia experienced a very dif-
ficult year in the market place and trading profits were
lov.er, However, sales of the major brands on which
the future of the business depends were well main-
tained, Considerable progress was made in improving
the use of materials, labour and capital, with new
plant being brought into production. The old South
Melbourne factory was closed and has been sold. Pro-
gress was also made in simplifying product distyi-
bution with considerable benefits to profitability.

A further increase in VAT in Ireland, to 23 per cent,
depressed confectionery sales generally, and the Irish
company fell short of its sales targets. This was in spite
of the introduction in the second half of the year of
a 15 per cent bigger Kit Kat which was well received
by trade and consumer. The very competitive state of
the market meant that certain planned price increases
had to be foregone, but close attention to costs
limited the adverse effect on trading profit.

11
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Review of pperations confimsed
g

USA operations
Sales £m
160 3 Tom's Foods
1501 5 peMets
100
504
“1575 1980 1987 1982 1983

Tom’s Foods was acquired in July 1983 and has,
under its existing management team, been success-
fully integrated into the group.

The Tom'’s business, founded in 1925 by Tom Hous-
ton in Columbus, Georgia, manufactures corn and
potato crisps, peanuts, confectionery and baked
goods at seven different locations in the USA, mainly
in the south and south-east, and employs approxi-
mately 2,400 people. Tom's is a large user of pea-
nuts, corn, potatoes, wheat and certain vegetable
cocking oils, all of which are available within the USA.
Tom’s 350 different snack products are largely sold
through independent distributors, with a considerable
propottion of sales being effected by some 130,000
vending machines. The vending machines, most of

12

which are owned by the independent distributors, are
located in premises of high activity such as factories,
colleges and offices.

Helped by the recent improvements in the US
economy, Tom's achieved a satisfactory trading
performance in the 25 weeks since acquisition and
its contribution to group profits fully measured
up to our expectations. Vending machine sales
improved on 1982 and it is anticipated that this
improvement will continue.

DeMets is a small sales company with its head-
quarters in Chicago selling in various parts of the
USA the Turtles product manufactured by Laura
Secord in Canada. Volume in 1983 was i line with
the previous year, whilst trading profit was close to
plan and significantly up over 1982. The company's
name has been changed to Rowntree DeMets Inc and

it is now selling other group products in the USA in
addition to Turtles,

Royalty income under our licensing agreement with
Hershey showed a steady increase and Kit Kat sales
were particularly strong.
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Export trading results were excellent, Sales volumes
exceeded 1982 by 6 per cent, although they were not
quite up to the record level of 1978. In orofit terms,
however, the previous record set in 1977 was
exceeded,

The 1983 trading pattern was broadly the same as in
recent years, but it is noteworthy that the share of the
division’s sales going to the Middle Fast has now
edged up to around the 50 per cent mark compared
with 15 per cent a decade ago.

In product terms, Quality Street and Kit Kat continue
to be two of the division’s most successful brands
in most of its markets; other leading brands were
Smarties, After Eight, Lion Bar and Toffa,

The group’s export business is founded on estab-
lished market positions developed in conjunction
with our disiributors around the world, and on the
collective professional skills and team spirit of cur
own staff. These attribuies should contribute towards
the continuing success of the division during the cur-
rent year,

Karin
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Smarties adveriising in Hong Kong,
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Towniree Mackintosh

Directors’ report continued

Review of cperations continued

Health foods

Sunrise Natural Foods, in which a majority holding
was acquired in 1982, became a wholly owned sub-
sidiary during” the year, In January 1983 another
small company in the health foods field, Holgates
Honey Farm, with a factory in mid-Wales was bought.
During 1983 the two companies’ production was
concentrated in Wales, and other steps towards inte-
arating and combining the operations of the two busi-
nesses are in hand, with the continuing involvement
in their management of the original owners. As well
as selling honey and other preserves, Holgates, like
Sunrise, manufactures a range of bars specially for
the health food trade.

Engineering companies

The engineering companies had contrasting trading
experiences in 1983.

Gainsborough Craftsmen, a small company involved
in the design and manufacture of special purpose
process and packaging equipment, mainly for use in
the confectionery, food and tobacco industries, was
unable to obiain sufficient orders to keep its skilled
workforce fully employed. Short-time working had
therefore to be introduced during the late surmmer
and auturmn, but orders then improved to enable a
recovery to full-time working towards the end of the
year.

Yorkshire Moulds, a leading supplier of chocolate
moulds and other plastic products to confectionery
manufacturers throughout the world, had a particu-
larly busy year with turmover and trading profits much
increased over 1982 levels. Determined efforts to

increase export business were successful to the extent
that 40 per cent of total sales went to overseas
customess, compared with 33 per cent in the previous
year. Some investment was made in new equipment,
largely directed towards product improvement,
shorter manufacturing times and cost reductions.

UK Transport and distribution division

The division’s continued drive for increased efficiency
and energy conservation has led to useful savings.
The numbers employed within the division have
reduced by 4 per cent while the tonnage handled
for the UK confectionery division and Rowntree
Mackintosh Sun-Pat has risen by nearly 5 per cent.
This reflects a marked increase in productivity.

In May 1983 it became permissible to operate 38
tonne gross weight vehicles on roads in the UK.
Following careful investigations we have concluded
that the introduction of 38 tonne trunkers into the
trunker fleet will reduce transport costs without defri-
ment to the environment or to the division’s very high
safety standards. These vehicles will be fitted with an
extra axle to spread the load more evenly over the
road surface to reducs damage and with a number of
additional safety features,

The division remains committed, however, to the use
of rail for long haul wherever it is practicable and
economic to do so. [mprovements are planned in the
design of equipment to ensure that rail remains a
viable alternative to road transport at least for those
sites with private rail sidings.

It is planned to use both the trunker fleet and the
depot delivery fleet more extensively for product
advertising during 1984. Advertising will be concen-
trated on Kit Kat, Quality Street and Yorkie.

S e e -
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Cocoa supply

Adverse weather and growing conditions in West
Africa affected the market for cocoa materials in
1983. The previous year's surplus cocoa stocks were
steadily eroded with each revised estimate of
production and consumption, and prices rapidly
escalated. The group’s buying policies have provided
some protection against the effects of the higher
prices which, if persisting, will result in lower demand
for cocoz materials.

The group has continued to support research and
development of cocoa bean production and is partici-
pating in the Cocoa Chocolate and Confectionery
Alliance’s “lvory Coast Project” through which the
Alliance is endeavouring, in conjunction with the
lvorian authorities, to improve the quality of cocoa
preduced.

Group management services

The group continued to take the opportunities
offered by advances in information technolegy.
Group management services met the changing needs
of the group, by the introduction of advanced
communication facilities, microprocessors and
management work-stations.

Electronic plant and process coutrol facilitics and
workroom data collection equipment were intro-
duced extensively into our factories and important
cost reductions are expected. Our international tele-
communications networks were extended to include
direct transmissions to and from the group's factories
on the continent of Europe. Direct data links were
also established with our offices in Toronto, Canada
and Columbus, Georgia, USA,

A portable order entry terminal has been developed

by the group, This enables the UK sales forces to send
their daily orders direct to a central computer in a
matter of seconds and this in turn speeds up the
receipt of orders in the depot system and the sub-
sequent delivery of products to customers.

Group personnel

This group function was established during the year,
to concentrate on personnel policy issues and longer-
term development of employee relations in the
group’s operations in many parts of the world. The
function exercises responsibility for developments in
employee communications (see page 16), consul-
tation policies, training at all levels, recruitment,
management education and development, remuner-
ation research, carecr development and management
succassion planning. It is statfed with a small number
of experichced managers accustomed to carrying out
senior responsibilities.

The group’s policy for recruitment and training is to
ensure that staff of the appropriate calibre and qualifi-
cations are available for future developments of the
group and that they are appropriately trained for their
responsibilities.

Research and development

Much of the group’s scientific, research engineering
and information technology resources is applied to
improving methods and efficiency of manufacture,
packaging, distribution and communication. Other
projects are concerned with promoting economy in
the use of ingredients, materials and energy.

With 33 factories on four continents, the effective
exploitation of technical developments throughout
the group is prornoted by a small team of engineers
who colle. " nd redistribute information and know-
how, reviv v all major developments and monitor
capital expenditure proposals to ensure that maxi-
mum advantage is taken of new ideas and tech-
niques,

Research has been and continues to be caried out
both internally and externally into the basic science
and technology of those sectors of the food indushy
with which the group is involved, the quality and
security of supply of its raw materials, and the safety
and acceptability of finished products.

Future developments

We consider that in the years ahead there will be con-
siderable scope for the continued development of the
group’s activities in accordance with our strategic
objectives.

15
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Directors’ report continued

People
Directoxs

The directors of the company and their principal
responsibilities are listed on page 2.

Mr I Mackintosh served as a director. until his death
on 9 January 1983 and Mr J F Main served as a divec-
tor until his retirement on 25 January 1983.

The members of the board who retire by rotation are
Mr D B Bowden, Mr D Cramb, Sir Ashley Ponsonby
and Dr J A P Treasure who, being eligible, offer
themselves for re-election at the AGM. Mr Bowden
and Mr Cramb have each entered into service con-
tracts with the company which are terminable upon
three year’s notice,

‘Senior appointments

Mr D J Fearnley retired in July 1983 and was suc-
ceeded as director of group management services by
Mr P A Hewitt. Also in July, Mr R C Lowe retired as
Managing Director of out Irish cornpany and was su¢-
ceeded by Mr P Marron.

The following senior appoiniments were also made:
European division

Finance Director: Mr H B Farnhill

Export division .

Sales Director: Mr AW Corner

Group headguarters

Assistant Group Finance Director:  Mr T MHolmes

Deputy Director Group Personnel: Mr MW Jones

Director of Public Relations: Mr G T Russell

Querseas division

Finance Director: MrD W Meal

Chalinan Laura Secord Ltd: Mr R Sugden

President Laura Secord J.td: Mr AW McEwen

Deputy Managing Director

Wilson-Rowntree (Pty) Ltc: Mr G Millar

RPC Lid .

Marketing and Sales Director: Mr C J Ireland

Rowntree DeMets Inc

President: Mr B J Fulford

Tom'’s Foods Inc

President: Mr ML Tracy

UK confectionery division

Joint Deputy Chaimmen: Mr T Gardiner
Mr A Revell

Finance Director: Mr A Bertram

Personnel Director: Mr P J Lawson

Product Research Director: DrJ R Ravenhill

16

Communications

During the year the group continued to develop
means of informing employees about and invelving
them in matters which affect thelr working lives.

Our briefing system continued to provide an effec-
{ive means of regularly informing employees on &
wide range of topics. This was supported by local
presentations of the financial results, the group news-
paper RM News, and by the 1982 annual report
to employees. A research study indicated that the
report to employees was well received and helped
employees gain a better understanding of the
business. Over 90 per cent felt that a similar report
should be produced for 1983 and a copy is enclosed
with this report.

We developed a different dimension of involvement
with the frial introduction of quality circles. These give
employees the opportunity to come together in small
groups in working time to use their experience and
natural abilities to identify problems related to their
work and formulate solutions, The results from our
initial introduction in the UK have encouraged further
introductions to be planned for 1984.

We firmly believe that a common understanding of
corporate  objectives and achievernents is best
secured by means of the volmtary commitment im-
plicit in the above amrangements rather than by the
legislation now proposed by the Commission of the
European Communities.

Profit sharing and share option schemes

In 1983, 1,129 employees (1982 1,102) elected to
take all or part of their profit share entitiements in
shares and in total 66,629 shares at a price of 237p
cach were appropriated to them through the
Employee Share Trust.

The directors have allocated £2-54 million in respect
of the 1983 financial year for distribution under the
profit sharing scheme.

During the year the company issued 906,252 ordi-
nary shares of 50p each in reurn for subscriptions
totalling £1,400,657 in respect ‘of options exercised
under the group’s employee share option schemes.
Options over 1,317,778 ordinary shates were granted
in dune 1983 under the schemes to employees in
Australia, Relgium, Canada, France, Germany,
Holland, Ireland, ltaly and the United Kingdom. On
31 December 1983 a total of 3,550 emplovees
held options over 5,696,309 ordinary shaves, These
options entitle holders to take up the shares at prices
varying between 112p end 2206p, depending on the



e e i = e % g

form and date of participation, at varlous dates
between 1984 and 1990,

Disabled persons

The group recognises its legal and social obligations
for the employment of disabled persons, and does
what is practicable to fulfil them. Disabled persong’
applications for employment are carefully considered
and their aptitudes and abilities are taken fully into
account. If employees become disabled “while
employed by the group every effort is made to retain
them in the same job.

General fraining and promotional opportunities are
available to disabled employees according to individ-
ual ability in the same way as other employees.

Social and community involvement

The group made charitable ~donations totalling
£194,000 during 1983 (1982 £233,000) of which
payments made by UK companies amounted to
£125,000 (1982 £204,000). These were given to a
wide range of causes, most being linked to projects in
the localities where the group has its manufacturing
bases. £25,000 was conlributed to the appeal fund
for the establishment in York of a hospice which will
provide care facilities for terminally ill patients.

The group has intensified its efforts to assist in provid-
ing training and work experience for young people. In
the UK we have extended our participation in the
government’s Youth Training Scheme and nearly
100 school leavers have been accepted under the
Scheme at a number of locations and will remain with
the group for about a year. The main purpose of the
Scheme Is to prepare youngsters for adult working
life and to enable them to make the most of future
job opportunities, In conjunction with government
agencies the group has been actively engaged in the
establishment of an Information Technology Centre
at York, The Centre will initially provide 30 places for
school leavers to receive a year's practical training in
electronics and computing and the development of
social skills. It is expected that the Centre will open
during 1984. Manag went and financial support
has also been given to a spedial training preject for
youngsters in Glasgow, and to organisations such
as Business in the Community, Project Fullemploy,
Trident and Community Task Force, which are in
varying ways helping to tackle the problem of un-
employment.

General information
Dividends

The directors are recommending a final dividend on
the ordinary share capital of 6:55p per share, making
with the interim dividend of 3-20p per share, a total
dividend of 9:75p per share in respect of 1983. The
1982 total dividend was 8:80p per share. After charg-
ing dividends it is proposed to transfer £17-3 million
to reserves,

Capital investment

During the year the group spent £68-3 million on
fixed assets of which £1-3 million was leased {1982
£42-0 million, £3:2 million leased).

Acquisitions

In May 1983 the group acquired the outstanding 10
per cent of the issued share capital of RPC Limited
for £1-9 million, which was satisfied by the issue of
Rowntree Mackintosh loan stock 1983/87.

Also in May 1983 the group completed the purchase
of the Canadian confectionery manufacturing and

17
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Rowniree Mackintosh

Directors’ report continued

General information continued

retalling business, Laura Secord, and its USA confec-
tionery sales subsidiary DeMets Inc. The total pur-
chase price was the equivalent of about £19 million
which was satisfied in cash.

In July 1983 the group acquired the Tom’s Foods
business for a total purchase price equivalent to
approximately £138 million, £102 million of which
was satisfied in cash and the remainder by the issue
of 175 million. ordinary shares in the company
valued at 205p per share and credited as fully paid.

Principal activity .

The principal activity of the group is set out an page
2 and the group’s main subsidiaries are listed on page
33.

Annual general ineeting—special business

* Section 17 of the Companies Act 1980 provides

shareholders with pre-emption rights on the issue of
equity shares or convertible securities for cash unless
such rights have been disapplied by speciai resolution
of the shareholders in general meeting: The directors
consider it is in the best interests of the company that

Section 17 should not apply until the next annual -

general meeting of the company to the allotment of

equity secirities in a rights issue in favour of ordinary -

shareholders nor to the allotment of equity securities

. {otherwise than in a rights issue) up to a maximum

nominal amount of £5,293,438 being approximately
b per cent of the company’s ordinary share capital
which is issuez or available for issue generally.

The directors recommend shareholders accordingly
and an appropriate resolution seeking the consent of
shareholders to this recommendation will be pro-
posed as special business at the annual general meet-
ing.

Notice of the annual general meeting appears on
page 40.

" On behalf of the beard of Rowntree Mackintosh ple.

N\‘U&“"}

12 March 1984

18
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Rowntree Mackintosh

Accounting policies

The consolidated accounts for the 52 weeks ended
31 December 1983 and the corresponding figures for
the previous year cornply with the new format and
disclosure requirements of the Companies Act 1981,

The following paragraphs summarise the more
iraportant accounting policies used in the preparation
of the accounts of the group.

Basis of consolidation

The group accounts include the accounts of Rown-
tree Mackintosh ple and its subsidiary companies. The
aceounts of subsidiaries acquired during the year are
included from the date of acquisition. Goodwill
arising on acquisitions is written off against reserves,

Foreign currency translation

The accounts of overseas subsidiaries are translated
into sterling at the rates of exchange ruling at the
balance sheet date. '

Exchange adjustments arising on consolidation and
on foreign currency borrowings arranged to finance
overseas investments have been dealt with as a move-

+ ment on reserves. Previously exchange adjustments

were included in extraordinary items.

Depreciation

The cost or subsequent revaluation of buildings and
the cost of plant and machinery {less any investment
or other grants} is depreciated on a straight line basis
over the ustimated useful lives of the assets com-
'mencing in the year after comrnissioning. In general
the rates used throughout the group are as follows:

Buildings 11%

Plant and machinery 10%-20%

Capitalisation of overheads

In the case of fixed assets manufactured by the
group’s engineering staff, an appropriate proportion

of the overhead costs of this function is included ‘i
the amounts capitalised. :

B

Stocks

Stocks are stated at the lower of cost and ectimated
net realisable value, Cost is arrived at mainly on an
average basis and includes the appropriate propor-
tion of production overheads.

Pensions

Retirement pensions are funded by payments to
either trusts or insurance companies which are
entirely separate from the group.

The current cost of retirement pensions is calculated
periodically in conjunction with consulting actuaries,
The cost of funding that part of retirement benefits
which relates to past service is charged In the year in
which it arises,

Deferred taxation

Provision is made for deferred taxation at current
rates of tax in respect of all material timing differences
aribing from the different treatment of certain items
for taxation and accounting purposes, unless there is
reasonable evidence that such deferred! taxation will
not be payable in the foreseeable future.

Advance corporation tax

Advance corporation tax arising on dividends in
respect of the year is charged to the profit and loss
account except where it will, with reasonable prob-
ability, be recovered against the liability to corporation
tax on the following year’s profits, Credit is taken for
advance corporation tax written off in previous years
to the extent that it is recoverable against the current
vear’s liability to corporation tax,

19
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Fownmives Mackintosh

Group profit and loss account
52 weeks ended 31 Decemtny 1983

A "k b 2l o o L . e e 49 - e

: 1983 1982
Note £m - ®2m
Tumover | 1 9519 7705
Cost of sales ‘ : 617G 5127
. C 3ross profit T ) ' 334-0 2578
) Distribution costs v 39-1 KN
Marketing, selling and administrative expenses 2265 1734 |
Other operating incorie o : (4-2) {_{(1IB)}
2614 2019 y
A ‘ | . ’ .
' Trading profit - : ’ ‘ 2 ' 726 55 9
Interest ' " 4 112 4 54
; R o Profit before taxation on “'ordinary activities 614 ¢ 505
o Taxation on profit on ordinay activities 5 149 - 160
E . , Profit after taxation on ordiniary activities 465 34 5
S / Minority interests o o I 01
5 : - L
" e Proﬁtbefore extraordinary items " : i Cos 465 . 344
P Extraordmary itemsis, , N . 6 135 10-6)
,;ﬂ Profit attributable to Rowntree Mackintosh plc' 7 L 330 35.0
i Dividends . o 8 157 124
!ﬁ‘g‘ i1 ‘ _I\_ I
‘;\}; ‘ ' N >
e Added to reserves 9 17:3 226
j&': . ; " - s ] —r Cv—
-:y’ Earnings per ordinary share ' 10 31.0p _ 24-5p
g
A ,
20
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rowrniree Mackintosh

Group balance sheet
at 31 December 1933

. " o Note
l o Fixed assets ‘
s Tangible assets A E 11
. Current assets
Stocks ' 13
Debtors - ) : 1

,Cashatbank and in harid

Current liabilities
Bank overdrafts and short term Ioans .
; Cred;tors—ﬂan;punts falling due within one year 15

PENEE ey
" ‘Net current assets
1

..~ Total assets less current liabilities

) Creditors—amounts falling due after more than one year 16
- Loan capital o . ) A 17
oy Provisions for habiht:es énd charges e ' 19
AN ' . Lo L
A
* Capital and reserves
Called up‘share capital . 20
Share premiurn account 9
Revaluation reserve 9
Profit and loss account 9

Minority int%rx-;sts
Y

Y

Approved bya meeting of the board on 12 March 1984

Kenncth Dixon
. Directors
David Bowden

ﬂaw.o'%"‘&“"

b d

-5

1983
&.;f/ £m

3474

1445
251

329:7

1601 ¢

s e g v ik

72:7
455
47-5
- 1825

3482
12

— e

3494

21
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Rowntree Mackintosh

Group source and application of funds:

* B2 weeks ended 31 Deceriber 1983

1

Sowice of funds

Profit bafore taxation on ordnmry activities .
Adjustments for items not mvolvmg the movement of funds:
Depretiation .
Other non cash items el
Disposal preseeds of tangible assets . .
Disposal proceeds of Huntley & Palmer Fooua PLL shares
Dividends from associated companies
Issue of shares under employee share schemes .
Issue of shares In part ¢ consnderatxon«or acc,u\viflor' of subsidiaries

P . 4 o

_ Applicaﬁoﬁ of funds’

Expenditure on fixéd assets
Texation paid

Dlvluenda paid -
~ Ratlorsalisation costs

Acquisition of minority interests
‘r-scqulsltlon of subsidiaries (note 21"

1-@dno, bark Lurrc;»mﬂs and cash arising on acquisition of SubSIdlal’leS '

Increase {Decreass® in working capital
 Stocks

Debtors -

Creditors

Net ousftew {inflow) of funds '
Adjustrnent on translation of overseas borrowings

Increase (Decrease) in net group borrowings

Cmnprlsing

increase In loan capita! and overdeafis -
Detrease (Increase) In cash at bank and in hand

4

Exchange differences on working capltal ore fncomcmtou in the respective itens,
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1317

1982

fm

a(+b

201
02

IO R
(xRN Kard S

|

984

380
106
11-0

1-6

136

(67)
741

St =N
kel

_77)

55
79-6

T30

(15-8)

24-5

(403)

A e o

(158}

————try

Movements relating to subs!rlrarles acquired during the year are included only for the period they were owned by the group

and therefore working capital movements do nof comespond to the change Irs balance s"ceet amounts,



e

[P - .

| David Bowden j

Rowntree Mackintosh

Parent company balance sheet
at 31 December 1983

Fixed ‘asse"ts
Tangible assets
Investments

Current assets
Stocks
Debtors

"Oash at bank and in hand

Current liabilities
Bank overdrafts and short term loans -
Creditors—amounits falling due within one year

Net current asseis

Total asseis less current liabilities
Creditors—amounts falling due after more than one year

.‘Loan capital

ngié;ﬁ“&? 16 for liabilities and charges

Capital and reserves
Called up share capital
Share prernium account
Profit and loss aé;'gount

i

Approved by a meeii\ng‘ of the board on 12 March. 1984

Kenneth Dixon \l
« Directors-

Note
11
12

13
14

15

16
17
19

WO

1983
£m

755
236

856
343-2
3-8

432-6

268
1474

. 3575

174-2

24
785
62

2704

820
734
1150

2704

b, e o

2584

1982
£m

637

216

1717
655

s e i

9.0 |
149-1

3184 1

o1

160-3

2455
64
124

2267

727
455
1085

2267

23
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Rowniree Mackintosh

Notes to the accounts

1.
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Tumover
Turnover represents the value of sales of group products to third parties,
Geographical analysis of saies and trading profit

T e it

1983 1982
Sales Trading Profit Sales  Trading Profit
. ) ' £m £m £ £m
UK ) 443-6 356 36881 352
Europe ' 198:2 2.8 201-6 -
N America 1750 168 535 45
Australasia 482 . 05 479 22
Rest of World 869 169 734 139
‘ 9519 72:6 7705 559
Export sales and profits are included in the appropriafe overseas areas.
Trading profits are shown after the allocation of headquarter costs.
Exports from the UK are analysed as follows: 1933 1982
: £m £m
External 495 44.-8
Intra group 174 179
Total exports . 669 qb?.-?
2 ‘rading profit C 1983 1082
i . ) £000 £000
Trading profit is after charging the following:
Depreciation . 26,800 20,100
Leasing aiid hire charges 6,100 5,600
Auditors’ remuneration 540 406
Directors’ emoluments 727 650
The directors’ emoluments (excluding pension contributions) were made up as follows:
The chalrman 75 66
The directors, including the chairman:
. Gross Gross
emoluments emoluments
2 1983 1982 1983 1982
+ 1— 5,000 1 - 45,001-—-50,000 1 3
5,001—10,000 3 4 ’ 50,001--55,000 3 2
30,001—35,000 -— 1 55,001--60,000 2 —
35,001—40,000 - 1 1 65,001—70,000 — 1
40,001—45,000 2 2 75,001—80,000 ] —_
In the UK employees otl;:er than directors earned gross emoluments, excluding pension contributicns, within thebaqr.ci):gz :
, 1983  194:
30,001—35,000 5 —

O

. L
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3 CEmployees
The aggregate remuneration costs of employees were:
1983 J982 -
£m £m
Wages and salaries 2152 171:0
Soclal security costs ) 24-0 212
Other pension costs 102 10:0
249-4 202-2
The average numbers employed in the geographical areas of operation were:
. 1983 1982
N Number Number
UK : . 19,700 19,400
., Europe i » 4,000 3,800
< N America " 3,800 1,200
Australasia . 1,200 : 1,400
Rest of world 2,500 2400
31,200 23,200
4 Interest 4 ) l 1983 1582
. . £m o £m
Interest payable on - .
Bank borrowings and short term foans repayable within five years ’ 10:3 89
' Longtermloans P . 53 15
: . o ,,. . . 156 o104
Interest receivable ’ , . 4-4 5:0
| 112 54
5 Taxation 3 1983 1982
' : £m £m
. Baséd on the profits of the year: ‘ ) :
UK corporation tax at 52% 88 15.7
Advance corporation tax written off less recoveries - 16 4-1)
Qverseas taxes payable at various rates 50 39
Adjustments relating to previous years E {0:5) 05
' 149 160

UK corporation tax payable on future profits will be reduced by advance corporation tax of £7-9 million already paid
or provided. ' )

* The group taxation charge for the year has been reduced by £13-4 million (1982 £7-3 million) being £10-6 million

(1982 £5-1 million) in respect of accelerated capital allowances for which no deferred tax has been provided and
£9.8 million (1982 £2-2 million) in respect of stock relief. ‘

7 Group Parent company
1983 1982 1983 1982
) £m £m £m £m
The group’s potential amount of deferred taxation on all timing ’ .
differences, calculated at current rates of tax, is made up as follows:
Deferred by capital allowances * : 555 474 1376 315
Other timing differences . {1.4) 12:8) {1-3) {27

: Deferred in respect of revaluation surpluses 12-9 13-4. —

60 580 363 788

The close company provislbns of the Incomne and Corporation Taxes Act 1970 do not zpply to the company.
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Rowniree Mackinteos

Notes to the accounts continued
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7
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6 Extraordinaryitems o o 1983 1912
, , £in ~ £
Rationalisation costs In the UK and oversens 13-4 -
Amount written off unlisted investment i 11 -
Surplus on disposal of shares in assoclated company ‘ — 2:1)
' ‘ ) 14-5 21} .
Tax atiributable to extraordinary iterms (1:0) ° 15
135 {£16)

s A e Y T A PRI A

7  Profit attxibutable to Rowntree Mackintosh ple

The group accounts do not include a separate profit and loss accourit for Rowntree Mackintosh ple (the parent

'company) as permitted by Section 149(5) of the Companies Act 1948. The amount of group profits atiributable lo
Rownbree Mackintosh plc dealt with in the accounts of the parent company is £22-2 million (1982 £28-5 million}.

wi¢. . B Dividends ‘ 1983 1982
T £m £m
"Ordinary ‘

Payable 3 January 1984: Interim of 3-20p per share (1982 2-90p per share) 51 41
Proposed: Final of 6:55p per share (1982 590p per share) 105 82

. Preference N 4% {+1

y 157 12-4
¢ Reserves g - Group Parent company

: . I 1983 - 1082 1983 1982

: i £m £m £m £m

Share premium |

Opening balance ~ h 455 409 455 409
Premium on employee share schemes 11 14 11 14
Premium on shares issued on acquisition of subsidlaries 268 2 268 32

—_— ~ e

734 45D 734 455

p—— ey MG e

Revaluation reserve
Opening balance 475 450
Movement in year — ti5)
475 470
Profit and loss account
Opening balance : 182:5 161-1 1085 amd
Currency translation differences ) 04 4.7
Goodwili on acquisition of minorities (1-4) e
Goodwill on acquisition of subsidiaries (52:9) {549
Transfer from profit and loss account 17-3 2 65 161 &

P ) ——
[

1459 18256 1150  I0”B

Currency translation differences are fafter charging £5'5 million (1982 £1-2 million) losses on foreign currency
borrowings used to finance overseas investments. :

10 Eamings per ordinary share I‘ . )
Earnings per share is calculated on the profit attributable to ordinary shares, before extraordinary ltems, of £46-4
million and 149-5 milllon ordinary shares being the average number in issue during the year. There Is no material
dilution of earnings per share as a vesult of outslanding optons under the employee share option schemes,

- i L v AR el RS T 3w e o AL - e P
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11 Tangible assets

Cost or valuation
At 2 January 1983
- Currendy adjustments
Inter company transfers
Additions after deducting grants
{£1-1 million group £0-5 million parent)
On acquisition of subsidiaries
Disposals | ‘

At31 December 1983

Comprising-—Freehold properties
Properties held on long lease
Properties held on short lease

 Atcost
At 1981 valuation

Depreciation
At 2 January 1983
Currency adjustments
Inter company transfers
Disposals
On acquisitlon of subsidiaries
Charged in the profit and loss account

At 31 December 1983
Net buok value at 31 December 1933

. Netbook value at 2 Janvany 1943

Assets included at a valuatiof would have been included
on an historical cost basls, at:

Cost

Aggregate depreciation

oy

\\

Group Parent coinparty
Landand Plantand® Plantand
buildings machinery  machinery
£m £m £m
122.2 2355 1160
21 24
02)
7-4 485 237
279 44.3
(1-8) {61) (2-6)
157-8 324-6 1369
150-0
N 57
24
ng ‘\‘-\157'8
429  3236. 1369
11429\ _— -—
1578 3246 1369
17 1107 52:3 .
— (0:3}
- {01)
— 40~ (18
- 01
2:4 244 -, 11:0
4-1 1309 614
1537 1937 755"
120-5 124-8 637
1983 1982
Land and Land and
- buildings buildings
£m £m
634 633
11-6 107

In addition to expenditure on fixed assets duting the year of £57-0 million (before deducting grants) the group leased

assets with a capilal value of £1:3 milllon. All leasing cosls arising in the year have b

N
[

Capital expenditure authnrised at 31 December 1983 by the
respactive boards of directors:

Contracts placed

Conlracts not et placed

Group .
1983 1922
£m £ro
115 16-3
159 278
274 41

——

—

een charged against profits.

Parent company
1983 1982
£m £
62 78
97 201
159 279

E
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Rowntree Mackintosh

Notes to the accounts continued

T

i

B0
r‘l
12 Investments |
{ Shares in subsidiaries at cost:- -
! At2 January 1983 . 215
[ Subsidiary acquired during the year 02
[ ~ Further investment in subsidiarles during the year 19
'y ' o ——
' At 31 December 1983 236
0 : '
i ;‘ ' ;4{
Y ﬁ N \.‘
i
i
i,
IR
e .
T2 p 13 Stocks Group . Parentcompany *
iy ‘ 1983 1982 1983 1382
) IR £m £m £m £m
" RS .. Raw matetials and consumables 732 62-0 415 417
3 B R Work in progress 166 124 89 71
I Finis\hed goods and goods for resale 70:3 56-4 352 324
i k 1601 1308 856 812
f
i
: 14’ Debtors ‘Group Parent company
I 1983 1982 1983 1982
¥ - ] £m £m £m £m
“ © Trade debiors 1062 90K 405 501
’ Amounts owed by group companies 295-7 121:5
- Other debtars 34.7 155 55 9.9
2l Prepayments and accrued income 36 37 18 14
’ . 1445 1110 8432 1717

Inc_ludgd in ‘othgr deblors' are loans o and notes receivable from US distributors amounting to £21-0 millien of
Wthh{ £16-0 million are receivable after more than one year. Loans to distributors arise from the financing of vending
machines, parts and related services. They are repayable In equal monthly amounts over 7 to 8 years and bear interest
at rates of 6 per cent to 14 per cent per annum, Notes receivable are secured loans to distributors to finance working
capital and are repayable in varying amounts aver periods of up to 10 years and bear interest at rates of 6 per cent

to 14 per cent per annum.

28
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15 Creditors—arnounts falling due within one year

Trade creditors

Amounts owed to group companies -

Bills of exchange

Taxation and social security

Accruals
Cther creditors

Proposed dividends’

"~ Group
1983 1982
£m £m
1010 529
4.3 306
© 264 189
93 68
4-5 53
156 12:3

161-6 129-8

ke s ey s m At £ A S e gL BN .5 b (il E U TN 1T gt LI

Parent company
1983 1982
Em £m
500 499
592 691
186 14-3
27 16
1-3 22
156 123

1474 1491

16 Creditors—amounts falling due after more than one year Group Parenl company
‘ - 1983. 1982 1983 1982
£m £m £m £m
" Taxation 29 69 24 64
o0 ‘ o
17 Loan capital 1583 1982
Bank loans . £m £m
Parent company 785 12:4
Overseas subsidiaries 26 58
. 81-0 182
Other loans . )
10}% stetling foreign currency bond . 120 [-13 2 i
6}% and G3% industrial revenue bonds {secured on land and butldings} 69
189 13 2
99 314
e Baik loans Other loans
ny i 19£83 ‘19£82 . 1%33 1982,
Repayable asfollows: ~ - m m m £m
Between one and two yeais < 13-4 143 o12 l2
Between two and five years 10 39 10-8 36
In five years or more 66-6 — 69 &4
810 - 182 189 - 132
The above bank loans have been negotiated at variable interest rates which at 31 December 1983 ranged between
104% and 11%.
R ' ; O
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Rowntree Mackintosh

Notesto the accounts continued

13

O - O,

3 Grot) Parert compa
Aggregate bank borrowings 1983 1‘<:n.p1 o8 1 9a_é3 mfggfg
W ‘3%12 liérg m
41-4 a0 ; —
Eg:giraﬁb 81-0 192 785 124
122-4 486 94.9 12 4

el

Group aggregate bank borrowings include £1- 1 million (1582 £1-6 million) of overseas borrowings secured on [and

and bulldings.

.

19 Provisions for lizbilities and charges Group Parent Company
) 7: ) . £m £m
i ‘, Raﬂogalisation ci%sst% 36
a At 2 January ’ —
Ig* . Costs incurred during the year . ! {51) (2.4)
i i Transfer from profit and loss account - 110 86"
] A —_—
% { P At 31 Decembey 1983 ' ‘ ’ 95 &2
Ly ’
YO 20 Ctlled up share capital ] , Issued and-
el £ Authorised fully paid
' ' 1983 1982 1983 1982
B : L £m £fm £m £m
Ay " 6% {novi 4-2% net) First cum. pref. shares of £1 each 1.0 10 10 10
Sy 7% (now 49% net} Second cum. pref, shares of £1 each 1-0 14 08 08
(£ 74% {now 5-25% net} Third cum. pref, shares of £1 each, 1-0 10 09 ) 0.9
i 30 30 27 = 27
: ! Ordinary shares of 50p each ’ 1140 100-0 793 70-0
: ‘ 170 1030 820 727
%
3 © 17,500,000 ordmary shares at 205p were' issued in July 1983 as part of the consideration {for the purchase of Tom's
’3 ; Foods, and 4 000 ordlnary shates at 210p were issued in relation to the acquisition of Holgates Honey Farm Ltd.
{} ' Duting 1983 optlons over 906,252 ordinany shares were “exercised under the group's share option schemes at an
g average price of 150p per share and 66,629 ordinary shares at 237p were allotted to the Emr-‘oyee Share Trust
5 under the UK Profit Sharing Scheme,
% . At 31 December 1983 options were outstanding over 5,696,309 ordinary shares, These options entitle holders to
F purchase the shares at prices varying between 112p and 226p at various dates between 1984 and 1950.
e On 12 March 1984 the following were interested in the classes of shares in the company to the extent set out opposite
gﬁ b, s thelt respeciive names: ?
T J o 6% Preference shares
oA Norwich Union 195,300 {195%)
14 The Lion Confectionery Co Ltd 60,000 (6:0%)
o 7% Preference shares
11 Hill Samuel Life Assurance 85,000 (10-5%)
b Nowwich Unlon 59,000 (7:3%)
28 Prudential Assurance 62500 (77%)

DLeGrove 42 500 {5-3%)

30
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) 21 Acquisition of subsldiaries Tom's Laura
Foods  Secord 1983 1082

. ) £m £m £m £m
& Fixed assets : ’ 636 , 85 721 75
‘ , Stocks, debtors less creditors . 323 38 36:1 01
; -Net borrowings (6:1) 21 {4-0) Q-'i
* L 898 144 1042 &7

! Minority interests — —_ " (9
v S ° : N 898 144 1042 78
) : ' Goodwill on acquisition 48.3 46 52:9 “a 5
4 " Purchase consideration includingcosts ~ ... 1381 - 190 1571 12:6
: i
: 7

- ; e -22 Contingent liabilities > i K v
y 2 ’
i - Tom's Foods Inc has guaranteed the repayment of amounts borrowed by certain US distributors of £1-0 miilion.
‘ J .+ . Rowntree Mackintosh pic has guaranteed UK subsidiary borrowmgs of £6-2 million {1982 £5-3 mlllnon)
'4 . . T
as * ;ubsidpr ) has a contingent liability In respect of dlscounted b1lls receivable amountmg to £4-9 m!lhon (1982 £2:7
[ . LS F‘Is“lul i X
i '
Lo J .
{ 0
J c \
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Rowniree Mackintosh
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Notes to the accounts conti nued
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»d under the United: Kingdom employee s
2 January 1983 dnd at 31 December 198

H

hare option schemes, of the directors in
3 are sel out below.

> i Rowntree Mackintosh plc
’ . ordinary shares of 6%
Rt Ordinary 50p each over which Preference
sh.ares options granled shares
Beneficlal interests ., . e
_ KHMDixbn 2.1.83 3,042 15,057 T 100
o A © 311283 3,666 17,303 ‘ 100 =
K Haslinger - _ L, 2183 5,170 19,499
311283 7,054 20,747
. JNutter 2,183 5,784 22,615 100
' 3112383 6431 24,494 100
P HBlackburn 2183 550 11404
. 31.12383 1,000 9,217 e
D B Bowden 2183 9657 21,648 100
. 8 e 31.12,83 1’331,}.5 21,980 ° 100
" E “}\\l\ )
JW Colqubei v/ 2183 . 900 , 23,254
SRR A . 311283 . 1,200 23,254 ,
W cra ‘ "
T Copley : 2.1.83 1,922 26,390
o 31.12.83 - 2,563 22,365
D Cramb 2183 1,140 14,760 100 o
) '31.12.83 ’ 1,566 9,112 100 =
"RAKaner ~ 2.1.83 8,546 . 908
’?‘R/ 311283 . - 7,629 2415
J L Mackinlay <L 2183 7,308 20,563
v “31".12.83;&‘ 7829 7 22,139 £
Sir Ashley Ponsonby ' 2183 1,500
. 311283 1.500
3 AP Treasure 12183 500
) 31.12.83 500
Other interests 2
' Sir Ashley Fonsonby 2.1.83 6,000
(e 31.12.83 NIL
v /At no time during the year has any director had any material interest in a contract with the company, bemg acontract ¥
: of '=ign1f1ran 2in relation to the company’s business, )
v Comydnlea- Act 1980
During 198.{5 the t;:tcnrnc}?i'cmsl proviltille?t Lélrret;:t aé:counc: facilities for a number of employees. In the case of each dlrector
) any amounis outstanding were limited to £5C0 and were settled within tw ths, t i
quasi- !dans complying with Section E0{2) of the Companies Act 1980. o months, the factiies n part \_ompns "
i
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- Rowntree Mackintosh

‘Group companies

Counlry of :r Preferenceshare
reglsiration or caplial holding
. : incorporation (% hetd}
. Parent company N
‘i " Rowntree Mackintosh pic - . . England
4; o ' Principal subsidiary companies o
P © . Confectionery, snack food and grocery manuiacturers
P ¢ -and distributors
i . Anglo Be‘ilamy Lid” ’ ‘K o England [
. i R . . RPCrLtd ; ’ . ‘ England i
oy P Rowntree Mackintosh Sun-Pat Lid* : ‘ England: y
o Ty Gray, Dunn & Co Ltd” o i © +Scotland
! 7 Rowntree HoadleyLtd . R - w7, Austelia
o b < Rowntree Mackintosh NV - 2 e o © Belgium N
o . Rowntree Mackintosh Canada ltd . . Canada -
s IAira Secord Ltd Tz ' ' : Canaday
o Rowntree Mackintosh SA o ' ' o France)
R Rowntree Mackintosh SpA o K : Italy”
3. - Nuts Chocoladefabriek BV U ~ Netherlands,
I R Rowntree Mackintosh BV s . Netherlands
= T Howntree-Mackintosh (eland) Ltd™ -, ' " Republic of Ireland - 1%
e Ty < Wilson-Rowntree (Pty).Ltdt oo . South Africa
A o Rowntree DeMets Inc” E ‘ . United States-.,
d § Tom's FoodsInc  ~ \ . Y  United States "
. - Rowntree Mackintosh Gmbk . West Germany’
‘\;\\’ : h S ’ R = ) )
' \ Engineering . N B 4 L
: \ -y , “2\\‘_"”;;‘/ ' : T Yy
3 ' 5 |, Gainsborough Craftsmen Ledt™ < . . % Eriglend
N Yorkshire Moulds Ltd” h - b o England
b - . ‘ . . . f: 3 s
PN + Finance and adminisiraiion s
: e " Rowntree Mackintosh International Lid?” * B Engiand
av L %+ Rownfree Mackintosh (Properties) Ltd : . . England
) e i g Rowntree Maskintosh International Finance BV . Netherlands
oy *( .~ Rowntree Mackintosh International BY o ‘ Netherlands
= Rowntree Mackintosh Inc P o United States
N e ' 2 . N ’ /[“ : W . L /j
"-‘J‘ ’ E y ) . . - :\\‘ 3 - . | “ ;;,/\
e K ar S
3 IL All coriipanies are wholly owned except Rowntree-Mackintosh (Ireland\\ I:_td.
,f’:J i ,i ! For ali'iu\c))mpanieS, the country ofrégish’ationi)r incorpotation is also the principal country of eperation.
// . ST ’ - ‘Direct subsidiaries of the parent company +Anditors other than PﬁceWgterhouse
act ‘| "
| o
tor i, L
ing . | .
: by - b “
15 ’ S
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Rowntree Mackiniosh
Group current cost profit and loss account
52 wr'eks ended 31 December 1983 .

\ 1983 1982 g

Y ' Note o Emo £mi’

N ) '

Tradingprofi¢t ., . ‘ 72:6 559

Less: Additional degregiation ' i o2 83 - 68
Additional cost of sales ‘ o -3, | 56 : 2:5
Monetary working capital adj ustment 4

b
- Turnovert T o . 951-9 7705 S
f

RN

Les| | og)

145 9 :

o

Curreptéost operatitig profit : : 581 6.0 et

R lnterest!' o ,t, . e , "3'24 ) ’=
Geaﬁng ad_]ustment o o 5 3.2 Clal ;

s

‘80 42

Current cost profit before taxation o B 50-1 41-8
Taxa‘ionT o 2 . o 149 160

i - i R o 352 25.8 ,
' o — 01 «

Minority interests

Current cost profit before cxtraordinary items ‘ , 352 257 Ty
" Extraordinary lterns 14-5 36 P

Dividendsf - 157 12:4 o
Retained curreat cost profit S 7 50 9.7
‘ 'Curr't:._.?nt cost earnings per share - 234p , 18:3p

- 1 as histarical cost accounts,

e
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Rowntree Mackintosh

Group current cost profit and loss account
52 wr'eks ended 31 December 1983

o 1983 1982
(R e B ) Note oo £Em “\ £rﬂh
: Tﬁmover“}' ' R : . . 9519 S 7705 -
.‘.\\. T ‘ ' - -
Trading profitf ., - o 726 ~55._-9~
Less: Additional deprectation ' ' . 2 83 IV 68
Additional cost of sales B I 56 ' 25
Monegtaty working capital adjustment 4 06| . 1 06]
‘ 4 145 ‘ 90
Currept c;pst operating profit C : . 9581 460
) ‘lnteresti' e ->(,; .‘ . - 11:2 T 54
’ 'GEd!‘inQ adjustment - P - 5 32 - 12
' » | ‘80 - a2
Current cost profit before taxation . S 501 . . 418
Taxa*ionT S g 149 160
. L N 352 258
Minori'ty interests y - ‘ —_ 01
Cuyrent cost profit before extraordinary items 1 352 257
Extraordinary items . , © 145 36
Dividendst Q @ : : \ 157 19:4
“Retained curreat cost profit ‘ U 7 ‘ 50 97
Currtent cost earnings per share o 234p | 183p
+ as histesical cost accounts.

oo
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Rowntree Mackintosh

Group current cost balance sheet

at 31 December 1933
1983 1982
Note £m £m
Fixed assets S
Tangible assets 2 4557 3395
Current assets ) '
Stocks 1652 133-8
Debtorst 1445 111:0
_Cash at bank and in handj 251 738
334.8 3186 |
Current liabilities .
. Bank overdrafis and short term loans} 54-3 358
" Creditors—amounts falling due within one yeart 1616 1298 | |
2159 1696 |
Net current assets 1189 1490
Totul assets less current liabilities 574-6 4885
Creditors—amounts falling due after more than one yeart 2.9 ( 69
Loan capital} /%9-9 i 314
Provisions for liabilities and charges =107 3-8
461-1 4464
Capital and reserves
Called up share capitalt 82-0 72
. Share premium account? 73-4 455
~ Current cost reserves 7 305:6 3270
461-0 4452
Minority interests 01 12
' 461-1 446-4

1 as historical cost accounts.
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Rowntree Mackintosh

Notes to the current cost accounts

1 Basis of preparation
The current cost accounts have been prepared in compliance with SSAP 16.

2 Tangible assets and depreciation
The current cost of land and buildings has been based on a directors’ valuation following advice from professional sur-
veyors, Plant and machinery h. s been restated by applying external indices appropriate to the business in the country
of operation cr by using group engineering staff valuations. Asset lives have been reviewed and are approximately
50 per cent longer than those applied In the historical cost accounts. "
The additional depreciation in the current cost profit and loss account represents the difference between depreciation
based on the current cost of fixed assets and that charged in the historical cost accounts.

The current cost balance sheet value of tangible assets is after deducting accumulated depreciation of £306-2 million.

8 Costof sales

In current cost accounts stocks are charged at costs ruling at the time of sale. The additional cost of sales represents
the dlifference between these current costs and those charged in the historical cost accounts.

4" Monetary working capital
The monetary working capital comprises mainly the debtors and creditors of the business, but also includes those stocks
of a service nature which do not form part of the companies’ products. The current cost profit and loss account adjust-
ment represents the amount required to maintain the monetary working capital at current operating levels in the face

of price changes which have taken place during the year. The calculations are based on the monetary working capital
held throughout the year. -

i

5 Gearing adjustment .

Part of the group's operations are financed by borrowings. Accordingly the depreciation, cost of sales and monetary
working capital adjustments have been reduced by a gearing adjustment to reflect the extent of this external finance.
The calculations are based on the average borrowings throughout the year,

6 Forelgn currency translation

Current cost adjustments of overseas subsidiaries are calculated in the appropriate local currency and translated into

sterling at the rates of exchange ruling at the balance sheet date. Exchange differences arising on the translation of
overseas current cost assets and labilities are reflected in the capital maintenance reserve. ' '
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7 Roserves

Total reserves at 2 January 1983
Retalned current cost profit for the year
Movement on capital maintenance reserve
- Revaluation of land and bulldings
Revaluation of plant and machinery
" Revaluation of stocks -
Munetary working capital
Exchange differences on translation of overseas subsidiaries’ net assets

Gearing adjustment

" Other reserve movements within the historical cost accounts

. ' Total reserves at 31 Decermber 1983

s
ocoxIq=
B G 1R B

|

o
[
o -

279
(54-3)

3056
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Rowntree Mackintosh

Auditors’ report

To the membeys of Rou:mtree Mackintosh plc

We have audited the accounts on pages 19 10 37 in
accordance with approved Auditing Standards.

In our opinion the accounts on pages 19 to 33, which
have been prepared under the historical cost conven-
tion as modified by the revaluation of certain fixed
assets, give under that convention a true and fair view
of the state of affalrs of the company and the group
at 31 Decernber 1983 and of the profit and source
and application of funds of the group for the 52
weeks then ended and comply with the Companies
Acts 1948 to 1981. :

In our opinion the supplementary current cost
accounts on pages 34 to 37 have been properly
prepared, in accordancewith the policies and methods
described in the notes, to give the information
required by Statement of Standard Accounting

Lrahn howat

.’ Price Waterhouse chartered accountants

\ \ ‘London and Leeds

12 March 1984
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Rowntree Mackintosh

Groﬁr}'financial review 1979-83

1979 1980 1981 1982 1983

£ £m £m £m £m

Tumover 6013 6208 6880 7705 9519

Trading profit 466 448 480 559 726

- Profit before taxation 404 314 399 5¢-5 614
Attributable to oxdinary shares,’ before

- extraordinary itgms 32:2 227 271 343 469

Ordinary dividends 79 79 109 12:3 15-6

Earnings per ordinary share—p per share 289 203 214 24.5 310

Ordinary dividends— per share 725 725 800 8-80 975

Capital employed £m £m £m £m £m

Ordinary share capital and reserves 2230 240-5 317-3 3455 3461

Preference shares and minoritly interests 13-8 4.4 29 39 2:8

Net borrowings 63-8 557 13-2 — 1291

300-6 300-6 3334 349-4 4780

o [Assets ‘

| Fixed assets 176:0 184-0 2165 2453 3474

I{ivestments 10-5 11-7 174 — —_

E fu‘rtct(:ks, debtors less creditors 1141 1049 995 1015  130'6

Net liquid funds - - - 26 —

E(.)Eé 300-6 3334 3494 4780
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Rowntree Mackintosh

Notice of meeting

Notice is hereby given that the 87th annual
general meeting of Rowntree Mackintosh plc will be
held in the Joseph Rowntree Theatre, Haxby Road,
York, on Tuesday 17 April 1984, at 3.00 pm for the
following purposes:

1 To receive the directors’ report and accounts and
the auditors’ report for the 52 weeks ended
31 December 1983,

To declare a dividend.,

To re-elect directors.

To reappoint the auditors,

Teo authorlse the ditectors to fix the auditors’ re-
muneration,

As special business, to consider, and, if thought
fit, pass the following resolution as a special
resolution:

“That the directors be and they are hereby
empowered in accordance with Section 18 of the
Companies Aci 1980 to allot equity securities
(within the meaning of Section 17 of the said Act)
pursuant to the authority conferred on them by
resolution of the company passed on 8 July 1983
as If sub-section (1) of the sald Section 17 did not
apply to any such allotment provided that this
power shall be limited:

{a) 1o the allotment of equily securities in con-
nection with a rights issue in favour of ordi-
nary shareholders where the equity securitles
respectively athibutable to the interests of all
ordinary shareholders are proportionate (as
nearly as may be) to the respective numbers
of ordinary shares held by them; and

to the allotment (otherwise than pursuant to
sub-paragraph (a) above) of equity securities
up to an aggregaie nominal value of
£5,293,438 and shall expire on the date of
the next annual general meeting of the
company after the passing of this resolution

[e)} [S RNV I e

—
o
—

save that the company may before such
expiry make an offer or agreement which
would or might require equity securities to be
allotted after such expiry and the directors
may allot equity securities in pursuance of
such offer or agreement as if the power con-
ferred hereby had not expired.”

A member entitled to aftend and vote is entitled to
appoint one or more. proxies to attend and vote
instead of him. A proxy need not be a member of the
company.

By order of the board
N J Nightingale secretary
23 March 1984

Notes

1 This notice is belng sent to all members but only holders of
ordinary shares, & per cent first and 7 per cent second prefer-
ence shares are entltled to attend and vote at the meeting,

2 Fonms of proxy to be valld must reach the registered office of
the company not less than 48 hours before the fime appointed
for the meeting,

3 In accordance with the requirements of the Councll of The
Stock Exchange there will be avallable for inspection by
members at the company’s registered office during usual
business hours from the date of this nolice until the conclusion
of the annual general meeting:

{1} particulars of transactions of each director and of his family
interests in the share capital of the company and its subsi-
diaries; and

(1) copies or particulars of contracts of service {unless explring
or deferminable by the company without payment of com-
pensation within one year) of directors with the company
orwith any of its subsidiaries.
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