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Chairman’s statement

Resules for 1997/98

The Company has enjoved a
further period of steady growth
with turnover 9.3% higher ac
A£58.7 million. Profit before tax
increased by 9.1% to £6.51 million.

Earnings per share increased to 69.4p
and the Directors are recommending
a final dividend of 19.25% making a
total of 24.25% for the year, an
increase of 5.4% over last year.

I believe that ehese resules reflect
the strength of our management
ream and our strategy of improving
our estate and focusing on
premium beers.

We have continued to improve
the quality of our tied estate by
purchasing suitable new sites which
extend our trading area and by
selling poorer sites which are no
tonger viable,

Our premium beer sales account
for 35% of total production as
opposed to the UK average of 26%,
and premium lagers account for 63%
as opposed to the UK average of
20%. The strength of our product
range with its strong bias in premium
ale and lager production establishes
the main difference between
Shepherd Neame and other regional
brewers who specialise solely in
regional ales.

Shares

To celebrate our tercentenary, the
Directors feel cthat it is appropriate o
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recommend a bonus share issuc on
a 1:1 basis ouz of the accumulated
capital reserve.

Board

Rodney Mann, who joined the
Board in 1995, has decided not to
seek re-election. His commitments
to Avebury Group, where he is
Non-Executive Chairman, have
considerably increased and because
both Shepherd Neame and Avebury
are likely 1o be looking at the same
expansion opportunities a conflicr of
incerest is almost certain to arise in
the future. We have valued his
contribuzion to the Company over
the past three years.

Legislation and Regulation

We have continued our court case
against the Governiment’s decision
to increase duty on beer and were
granted {cave in the High Court
to appeal, which is scheduled to
be heard during January 1999,
Qur case is now supported and
funded by the whole Brewing
Industry. Recent market research
showed that Shepherd Neamce has
gained widespread respect and
recognition nationally among crade
and opinion formers for the position
we have raken,

We have also received confirmation
from Brussels that the petition [
delivered to the European Parliament
on behalf of the Independent Family

- e —

Brewers of Brirain in Javoary 1997
has now been considered by the
Commission and has been referred o
the Council of Finance Ministers at
their next biannual Summit Meeting.
Whilst the abolition of duty free
concessions in July 1999 is likely to
result in increased ferry fares, it docs
not address the fundamental problem
that market forces will continue to
be distorted in a Single Market if EU
Governments do not move towards
a harmonisation of ¢xcise duty rates.

Royal Visit and Royal Warrant
We were honoured by His Royal
Highness the Prince of Wales visiting
the brewery on 16 July. He spent a
considerable amount of time touring
the plant and spake to many of the
workforee including licensees and
pensioners who had been invited for
the occasion. He also added hops to
the stare of our millenniam brew
and at the end of the visit he pulled
a traditional pint of draught
Celebration Ale and unveiled a
plaque in the Visitor Centre.
He was presented with a pair of
gold cufflinks shaped in the form
of a single hop conc that had been
specially commissioned for the
occasion. I believe he enjoyed his
visit and certainly all those who met
him felt he took a genuine interest ic
what they had o say.

On 1 January 1998 we were
delighted to be granted a Royal




Warrant by His Royal Highness the
Prince of Wales for our Grants
Morella Cherry Brandy.

Tercentenary

During the year there have been a

number of tercentenary dinners held

at Meount Ephraim for employees and

licensees, and at Leeds Castle for our

export partners and fellow-brewers.

These events were greatly appreciated

and enjoyed by all those attending.
We were delighted to receive the

Kent Company of the Year Award

and special mention was made of

the Company’s development over

the past 300 years. [ am confident

that it is now very well-positioned
to continue its success into the
next millennivm.

Strategy for the Future

The strategy we have adopted over
the past few years has been extremely
successful and it is one which we
intend to continue.

We wiil continue to invest in
our estate through acquisitions,
major projects and lower cost
redevelopments which ecan produce
a high return. We will also continue
to dispose of back-street and isolated
country houses which do not have
a viable long term future.

We remain committed to a strong
tenanted estate based on the traditional
three year tenancy agreement where
a fair rent can offer a good return to
both the tenant and the brewery.

We will continue to develop our
managed estate with those houses
where the in-going investment
and economic rent are too high
for all but a few prospective tenants.
Direct management allows the
brewery to continue to improve
standards and to try out new
concepts ensuring that we give value
for money to our customers.

Our product portfolio is extremely
strong and offers our customers a
range of beers which compares
favourably with any of our
competitors. This has led to an
increase in the opportunities for

investment in good free trade
accounts where there is a high
return on capital. The development
of specialist prenium ale and lager -
brands has enabled us to generate
a good return from brewing and 1
am confident that our continuing
commitment to brewing and operating
as a vertically integrated company is
the correct policy for the future.
During the past few years we have
had to make radical changes to adapt
to changes in the market and to lay
the foundations for future growth.
We now have in place an excellent
infrastructure to allow us to go
forward with confidence, developing
our brands and new channels of trade.

Staff

I would like to pay special tribuce
to all our employees who have
worked hard to maintain the highest
standards of quality and service and
have met the increased demands
arising from our 300th Anniversary.
Their loyalty, dedication and
professionalism are an example to
many other companies.
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Business review

Tied Estate

During the year we completed the
purchase of five freehold properties
and the leases of a fureher four
houses, We sold ten houses and the
number of houses trading at the year
end stood ae 361,

The overall contribution from the
tied estate increased by 5.4% as a
consequence of improved margins
combined with growth in food,
wine and mineral sales as well as
machine income. We have arrested
the slow decline in beer volumes
and these remained the same as the
previous year.

We carried out 17 redevelopments
during the year, 15 in the tenanted
estate and two in the managed
estate. We invested £0.6 million in
lower cost alterations averaging
between £50,000 and £80,000
as these give the most profitable
return on our capital investiment,
We extended our contemporary
café-bar concept with the successful
opening of the Grapes in Gravesend
and Oranges in Ashford. We
continue to make substantial
investments in prime arcas in the
South East, the latest being the
Wharf at Dartford.

During the year we have made
substantial improvements to our
tenancy support services and have

produced a new comprehensive
Tenants Handbook and extended
the range of our training services.
We recognise the importance of
providing our tenanes with help

and advice in order to maximise

the potential of each outlet.

The measures we have taken have
improved standards and strengthened
the partnership between tenants and
the brewery.

Free On Trade

We achieved 16.6% growth in sales
volunres. This has been achieved as a
resule of our carefully focused loan
investment policy and reflects the
demand for our beers as well as

the quality and service we provide.
We have continued with our local
and county sports sponsorships.

Take Home
Sales volumes increased by 19.5%.

Bishops Finger remains our best
selling product in this sector and
sales were enhanced by the
introduction of an 8-pack. Sales
of our Christimnas Ale were double
those of last year and 1698
Celebration Ale has already
achieved significant volumes.

Wholesale
A substantial increase in sales
volumes included an increase of
16.2% for our own beers. There
was growth of 18.1% in our cask
ale sales which was helped by the
introduction of Celebraticn Ale and
a new range of scasonal beers.

In the lager sector, Oranjeboom
has been very successful and
Sun Lik, our Chinese beer, has
been very well received by the
wholesalers specialising in the
ethnic restaurant market.
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Export

Sales volumes were marginalky
ahead of last vear despite the
strength of the pound. We have
arrested the decline in sales volumes
in Sweden and we anticipate that
sates will recover to their previous
level. We expect this channel of
trade to continue to make a
useful, albeit small, contribution
to our profits.

Brands

This was the first full year for
Oranjeboom Pilsner which has been
extremely well received by our
customers, both in the tied and free
trade. The product wen a silver
medal at the 1998 International
Brewing Awards held in Burton-on-
Trent. There has been some
substitution for our existing brands,
particularly Steinbock, but the
introduction of Oranjeboom has

a1 Shephend Nentwe ggs

made 2 significant contribution to
our overall sales growth.

Spitfire won a bronze medal at
the International Brewing Awards
and remains our biggest selling
beer in the wholesale market.
Distribution continucs to expand
on a narional basis both in bottle
and on draught and recognition
of the brand was further enhanced
by our successful advertising
campaign on the London
Underground which actracted
considerable attention.

1698 Celcbration Ale was
introduced as part of the tercentenary
programme and has proved so
popular ¢hat it is likely to remain
a permanent part of our product
portfolio. The bottled product won
a gold medal at this year’s British
Bottling Industry Awards.

In order to further enhance our

range of beers we launched a

Fisseidt S oolcts Whitkyss

selection of seasonal ales. Each beer
is sold for a limited part of the year
and is available in cask and boctle.
These beers have proved very
popular with our wholesalers who
are keen to offer their customers

a wider choice of beers whilst still
being able to deal with a brewer
with whom they have established

a good relationship.

Our wine, spirits and minerals
trade continues ro expand with a
full range of quality products at
competitive prices. The introduction
of our own label whisky, Master
Blend, has proved a considerable
success wich our licensees and the
public and so we have recently
added 1698 London Dry Gin to
our range.

Brewcry
We continue to increase brewing
capacity as demand for our products
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grows. This has resulted in the need
to install additional 5 x 500 brl.
conical fermenters with associated
chilling cquipment and this work
will be carried out in 1998/99,

We are also carrying out a review
of our boiler capacity which needs
to be increased to meet the
continuing demand.

During 1997/98 we moved the
laboratory to be in the centre of
production operations and installed
a gas chromatograph to monitor and
control beer flavours. In order to
improve our technical services
operations the workshop, stores and
administration were moved to the
former church hall on the brewery
perimeter. To further add to our
Customer Care structure, the
warchousing, distribution and beer
ordering functions have been
awarded ISO 9002 accreditation.
In the next year this accreditation

BY APFOINTHENT TO
M0 THE PAINCE OF WALES
SUPFLIA OF CHIZRY BRANDY AND
SHCIALIT
OATEAT THEPNERD MEAME LIMITIO
FAVERLHAM KENY

will be extended to packaging
operations and sales administration.

Merrydown

During the year we won a contract
to bottle and keg Merrydown.

‘This contract will run for several
years, and following our review of
the potential future prospects of
Merrydown, we decided to cement
our relationship by investing
£500,000 in shares in the company.

IT and the Internet

We have made considerable progress
towards ensuring that our compucer
systems remain operational as we
cross to the next millennium.

Qur Internet site is now
promoting the brewery, our becers
and our pubs and is also offering
our promotional merchandise
and memorabilia for sale. The

introduction of our new range
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of merchandise for 1998 has
produced substantial annual sales
reflecting the quality and interest

in these items.
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Directors and advisers
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Directors

R. H B Neame (64) Chairman and
Chief Executive. Joined the Company
i 1956 and was appeointed Chairman
in 1971, He was a Direcror of National
Westiminster Bank ple Southern
Advisory Board, 1982 to 1991,
Chairman of the Gatwick Airport
Consultative Commitee, 1990 to
1995, and a member of Kent County
Council, 1965 to 1989, He is currently
Chairman of Folkestone Racccourse,
Vice-President of the Soutl East
England Tourist Board and a Non-
Executive Director of Mendocine
Brewing Company, Ukiah, USA.

S F B Neame (53} Vice Chairman and
Director of Information Technology.
Joined the Company in 1972 and
appointed to the Board in 1976,

He was a Systemis Engineer wich

[BM from 1967 to 1972,

] B Neame (34) Tenanted Trade.
Joined the Company in 1991 and was
Company Secretary until July 1994,
He is a Barrister-at-law and was a
Management Consultant wich the
COBA Group from 1987 to 1991,

E R Johnston (63) Non-Exceutive
Director. Was appointed to the Board
in 1980. He was a Director of West
India Rum Company Limited from
1976 to 1982, and a Dircctor of
Caribbean Distiflers Limited from
1970 until 1976. He is currently a
Director of Johnston Associates Limited.

Company Scerctary G H A Barnes

Registered office
17 Court Street, Faversham, Kent
MEI13 7AX

M B Bunting (64) Non-Executive
Director. Was appointed to the Board
in 1986. Formerly Vice-Chairman,
Managing Director of Courage
Limited from 1975 to 1985. He is
currently a Non-Executive Director
of George Gale & Co Limited.

P J Bentley (59) Non-Executive
Director, Was appointed to the Board
in 1995. He brings wich him over

30 years of experience in the drinks
industry. Formerly Chief Executive

of Skel International and Managing
Director of both Benskins Brewery
and Joshua Tetley, all companies within
the Allied Domecq Group. Latterly he
was Managing Director of Bairds Malt
and is currently a Non-Executive
Director of Marstons.

I R. Mann (56) Non-Executive
Director. Was appointed to the Board
in 1995. Joined Watney Mann in 1966
and has been Managing Director of
Norwich Brewery, Ushers Brewery,
IDV (UK) Wholesale Limited and
Grand Metropolitan Inntreprencur
and Tenanted Estate. He is currently
Non-Executive Chairman of Avebury
Group Limited, 2 Non-Executive
Director of CCI Heoldings Ltd and

a Council Member of the British
Institute of Innkeeping.

Technical Board

G H A Barnes {43) Property. Joined
the Company in 1978. He is a qualified
valuer and auctioneer and has held
various management positions within
the Company.

Auditors

Ernst & Young

Becket House, 1 Lambeth Palace Road
London SE1 7EU

Bankers

National Westminster Bank ple
13 Markert Place, Favershan
Kent MEE3 7EF

M P Cousins {49) Finance. Joined the
Company in 1991, He 1is a qualified
accountant and corporate treasurer.
Formetly with Total Oil Great Britain
Limited from 1976 to 1991 where

he was Head of Finance fronm: 1989

to 1991. Previously wich the tax
deparmment of Schlumberger Limited
from 1973 to 1976.

I J Dixon (55) Production. Joined the
Company in 1991, He was previously
Group Production Director of Courage
Breweries, and was responsible for the
development of the Berkshire Brewery,
the largest in the UK. He was with
Courage for 18 years and has 30 years’
experience in the brewery industry.

M J McJennett (43) Sales. Joined the
Company in 1991. Formerly a
Director of Bass North, a subsidiary
of Bass PLC. He was with Bass for
18 years and held several senior sales
positions during that time.

D T Udell (51) Retil. Joined the
Company in 1992. He was Managing
Director of Buccaneer Holdings Lid
from 1990 to 1992 and Director of
Norfolk Capital Hotels Lid from 1987
to 1990. He has also held management
positions with Tollemache & Cobbold
Ltd, Nicholsons Free Houses and Chef
and Brewer Limited.

Stockbrokers
Cazenove & Company
12 Tokenhouse Yard
Londen EC2R. 7AN
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Report of the directors

The Directors have pleasure in
presenting their eighty-fourth annual
report and accounts for the 32 weeks
ended 27 fune 1998,

Activities and revicw of business
The principal activities of the Group
are the brewing and packaging of
beer, the wholesaling and retailing
of beer, cider, wines, spirits and
mincrals, property ownership and
public house and hotel managemcnt.
The Chairiman’s Statement and
Business Review give full details

of the Group's business for the

52 weeks ended 27 June 1998,

Dividends

The Directors recommend the
paytent of a final dividend of 19.25%
(1997 — 18.25%) on the “A” and “B”
ordinary shares amounting to
1,226,000 (1997 — £1,160,000)
making 2 total for the year of
24.25%, £1,545,000 (1997 — 23.00%,
/1,462,000), and leaving retained
profits of £2,871,000 (1997 —
£2,762,000).

Dircctorate

Mr P J Bentley and Mr [ R Mann
retire from the Board by rotation.
Mr Bentley will offer himself for
re-election,

The names of the Directors are set
out on page 11. Particulars of cheir
interests in the Company’s shares arc
detailed in note 24 to the accounts.

Board responsibilities

Both the Audit Comumnittee and the
Remuncration Conumittee have met
during the year. The Remuneration
Committee has made an award
cquivalént to 5% of salary to 19
exceutives (including the three
executive 1rectors) under the
Restricted Share Scheme.

12 Shephend Neame rgos

Fixed assets

The frechold licensed and associared
propertics of the Company were
revalued individually at open market
value on an existing use basis as at
28 June 1997 by the Company’s
own professionally qualified staff.
These figures were incorporated into
the accounts of 28 June 1997 and
subscquent additions have been
included at cost. The brewery premises
and other fixed assets remain in

the accounts at historical cost,

The Directors have considered the
value of all the fixed assets of the
Company and arc satisficd that their
aggregate value is not less than the
amount in the balance shect.

Year 2000 compliance
As is well known, many computer and
digital storage systems express dates
using only the last two digits of the
year and will thus require modification
or replacement to accommodate the
Year 2000 and beyond in order to
avoid malfunctions and resulting
widespread commercial disruption.
This is a complex and pervasive issue.
The operation of our business depends
not only on our own computer
systems, but also to some degree on
those of our supplicers and customers.
This could expose us to further risk
in the event that there is a failure by
other parties to remedy their own
Year 2000 issues.

The Company has replaced its
mainstream accounting software
with millennium compliant systems
over the last two years at a cost of
over £500,000. A programme is under
way to identify and replace other
¢critical and non-compliant systems
by 1 July 1999.The cost of the
outstanding work 1s expected to
be considerably less than the costs
incurred to date, and will be subsumed
into the recurring activities of the
departmients involved.

Employees
It is the Group’s policy to give full
consideration to suitable applications
for employment by disabled persons,
Opportunitics also exist for cmployees
who become disabled to continue in
their emplovment or to be trained
for other positions in the Group’s
cimploynent.
The Group provides cinployees with
a sununary of its financial position
and is continually aiming to provide
them with infermation on matters
of concern to them as employees,
Employees are able to participace
direetly in the success of the business
through the Group’s profit sharing
scheme.

Charitable and political contributions
In the year the Group donated £2,400
for charitable purposes.

Payment to supplicrs

The Group aims to comply with
suppliers’ agreed payment terms
whenever possible. Trade creditors
on 27 June 1998 represent 37 days’
average purchases.

Auditors

Ernst & Young have expressed their
willingness ro continue in office as
auditors and a resolution proposing
their appoinunent will be subourced
to the Annual General Mcering,

By Order of the Board

N A

G H A Barnes
Secretary

17 Court Street
Faversham

Kent

24 Seprember 1998




Statement of directors’ responsibilities

Fhe Directors are required by law to
prepare accounts cach year which give
a true and fair view of the state of
affairs of the Company and of the
Group at the end of the financial year
and of the profit or loss of the Group
for the year.

The Dircctors are responsible for
maimntaining adequate accounting
records, safeguarding the assets of the
Group and preventing and detecting
fraud and other irregularities.

The Directors confirm that the
accounts have been prepared using
suitable accounting policics,
consistently applied and supporeed by
reasonable and prudent judgements
and estimates. The Directors also
confirm that the accounts have

been prepared following applicable
accounting standards, and have been
prepared on the going concern basis.

Report of the auditors

to the members of Shepherd Neame Limited

We have audited the accounts on
pages 14 to 26 which have been
prepared under the historical cost
convention as modified by the
revaluation of certain fixed assets and
on the basis of the accounting policies
set out on page 18,

Respective respensibilities of
Directors and Auditors

As deseribed above, the Company’s
[Directors are responsible for the
preparation of the accounts. It is our
responsibility to form an independent
opinion, based on our audit on those
accounts and to report our opinion
to you.

Basis of opinion

We conducted our audit in accordance
with Auditing Standards issued by the
Auditing Practices Board. An audit
imcludes examinacion, on a test basis,
of evidence relevant to the amounts
and disclosures in the accounts.

It also includes an assessment of the
significant estimates and judgements
made by the IDirectors in the
preparation of the accounts, and

of whether the accounting policies
are appropriate to the Group’s
circumstances, consistendy applied
and adequartely disclosed.

We planned and performed our audit
5o as to obtain all the information and
explanations which we considered
necessary in order to provide us with
sufficient evidence to give rcasonable
assurance that the accounts arc free
from material misstacement, whether
caused by fraud or other irregulariry
or error. In forming our opinion we
also evaluated the overall adequacy
of the presentation of information

in the accounts.

Opinion

In our opinion the accounts give 4
true and fair view of the state of the
affairs of the Company and of the
Group as at 27 June 1998 and of the
profit of the Group for the period
then ended and have been properly
prepared in accordance with the
Companies Act 1985,

Ernst & Young .

Registered Auditor
London
24 September 1998
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Group profit and loss account

52 weeks ended 27 June 1998

Cees i

Note L(JO(J / oo

Turnover“”””” . O l 58 676 ->’5 ?t)"s

Operatmg charges . 2 (50 160) ‘- ---(45.552)

Operatmg proﬁt 8,516 8.151

Sh'\u ofprofit in "mocmted undcrmkmg o e 37 s

. Plohts on sale ofpropercy 329]72
Ploﬁtsongqleoflnvestnu_nt ................................................................................................................................... 82 ,,,,,,,,,,,,,,,,,,, ;

Profit on ordmary activities before interest 8,458

Im‘_u_st recewabl(' andsmu]armcomc .................................................................................................................................... ]3

Interest payable and similar charges (2,503)

) Profit on ordmary activities before taxation 5,960
Ta\mon ..................................................................................................................................................................................... (1’742)

Profit after taxation 4,224

lede 1 lds ........................................................................................................................................................................................... (1 462)

Retained profit 2,762

66.8

Earnings per 41 nominal share value (p)

Movements on reserves are set out in notes 20 to 23.

Statement of total recognised gains and losses

52 weeks ended 27 June 1998

""" Tloes 1997
‘ A£000 f(!O()

7”4416” 4224

- 3]')

Pnoﬁt for thL ﬁnanc1al p(,nod

Revaluatton surplus

Total gains and losses relating to the year 4,416 4,536

Note of historical cost profits and losses
52 weeks ended 27 Junc 1998

1998 1997
£000 £o00

Proﬁt on ordm"uy activities bcfor(. taxation o 6 510 966
Reealisation ofpropercy revaluation o S (266) T ga7
Historical cost profit on ordinary activities before taxation 6,244 6,803
Historical cost profit for the period retained after taxation and dividends 2,605 3,599
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Balance sheets

as at 27 June 1998

""""" Growp  Growp  Company  Compuy
1994 1997 1998 1997
Note Looo Luin L0006 Felie
Fixed assets
T’mL,lblt_ ﬂ\t.d assets l T ‘192,'-')7() -89 1(}8”m 92 579 . 89 108
Investments [ 1(12,937 1 9”--»‘- 2750 I 75()
; 95,516 91,019 95,329 90,458
Current assets
Sock Ty I 3,878 3,634 3878 5,634
Debtors - T T s gges w3t osss eaar
13,807 12,018 13,807 12,018
Creditors: amounts falling due within one year
Bank overduafis and loans @00y 5335) (4,900)  (5.335)
Credicors T TS T deo7sy (12197 (16,078)  (12.197)
(20,978) (17,5332} (20,978) (17,532}
Net current liabilities (7.171) (5,514) (7,171) {5,514)
Total assets less current liabilities 88,345 85,505 88,158 85,344
Creditors: amounts falling due afier more than one year 11 (19.968) (20,145 (19.968) (20,145)

68,377 65,360 68,190 65,199

Capital and reserves

Called up share capital 6372 6357 6372
Share premium accoune 0 1258 1,127 1,258 1127
l{u.llu.atlon reserve R _ 21 24,978 24712 24.97;’8
Profit and loss accoune T T s 260 aated 35582 33.003
Equity shareholders’ funds 2 68,377 65,360 68,190 65,199

These financial statements were agproved by the of Directors on 24 September 1998 and were signed on its behalf by:

Robert H B Neame

Stuart F B Neame
Directors (@ ) 0
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Group cash flow statement

32 weeks ended 27 June 1998

19938 1997
L0000 Anon

Net cash 1nﬂow from opemtmg act1v1t1es 13,145 9,479

R.eturns on 1nvestment and scrv1c1ng of ﬁnance

Intgrmr. pald (2,659) (2,593)
Taxatlon {1,790) (1,339)

Capltal expendlture and ﬁnanc1a1 investment

P'I.‘ll(.haS( of mvutmem

Pmuuds of salc of assets

ngceds ﬁom ¢ ofmvestmcnrs

Additlonal loans O custoniers

Equity dividends paid

Net cash outflow before use of liquid resources and financing 290 (2,837)
Fmancmg .........................................................................................................................................................................................................
Procceds Of Sﬂe of Sh“es fo l C%h ................................................................................................................. 146 ................................... 54]
Increase/(decrease) in cash during the year 436 {2,316)

16 Shepherd Neame oo




Notes to the cash flow statement

52 weeks ended 27 June 1998

Note 1: Reconciliation of operating profit to net cash inflow from operating activities

1998 97
A,000 5000
OpentmlT paoﬁt . 8516 8151
I)Lpl(_uatlon md oth<.1 non-c: lsh c\pcnses- o 2,861 ---------------------------- 2659 ---------------------
Im,r(_%(_ m d{.btur\ md pll;‘ll.)l'-a‘)-munt\ o (1,475)(912)
ImMSL i qmd\g ................................................................... (244) .......................... (360) ....................
Inc,rch/decreacrm_r)ruri V(.’l(.dll;‘(;l; "md ucruak 3,482 (34) -
Profit on sale of assets (excluding propersy) s ey
Net cash inflow from operating activities 13,145 9,479
Note 2: Reconciliation of net cash flow to movement in net debt
1998 1997
£000 £000
Incresse/(decrense) in cash during che year 136 (2310)
A n lormanonof 101 npr mmum ............................................................................................................................... 177 .............. 178
Movement in net debt during the year 613 {2,138)
Ne[ dkbt“zz’]une1997 ............................................................................................................................... ( 25,437) ...... (23‘299)
Net debt at 27 Junce 1998 (24,824) (25,437
Note 3: Analysis of changes in net debt
................................................................................................................. L
of loan
1997 Cash flow premimi 1998
L000 L0600 L1000 £000
C'ls]'n at b’mk md in hmd 43 - 1 I 44
Ba“kov“dmﬁs ................................................................................................................. (3335) ............. 435 e (4,900)
(5.292) 436 - (4,856)
Debt duc after more than one year @oassy - 177 (19,968)
Total (25,437) 436 177 (24,824)
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Accounting policies

Basis of preparation
The accounts are prepared under che historical cost convention maodified by the revaluation of frechold licensed and associated

propertics. The accounts bave been prepared in accordance with applicable accounting standards.

Basis of consolidation
The consolidated accounts incorporate the accounts of the Company and its associated undertaking. UBSN Limited, for the

52 weeks ended 27 June 1998. Accounts are made up to the nearest Saturday to 30 June.
The results of the associated undertaking, which has its statutory accounts made up to 31 December each year. are
consolidated based on its latest statutory accounts and imanagement information from that date.

Tangible assets
The freehold licensed and associated propertics, excluding brewery premises, are included at open market value on an existing

use basis as 2t 28 June 1997. Additions since that date are included at cost. Brewery premises and all other fixed assets are

shown ac cost less accumulated depreciation.

Depreciation
Depreciation is provided on brewery freehold buildings. Other frechold buildings and fand are not depreciated. Ie is the

Group’s policy to maintain licensed properties so that a decrease in the value of the properties will not arise as a result of any
deterioration of their condition. Having regard to this policy any element of depreciation of these premises would, in the
opinion of the Directors, be immaterial.

Short lcaseholds are amortised over the terms of the leases; other fixed assets are depreciated at varving rates based upon
their expeeted useful lives.

The valuation or cost of the main categories of assets, other than non-brewery frechald propertics. is written off by equal
annual instalments commencing from the date that the assers are brought into vse, as shown below.
Brewery buildings: 25 to 30 years
Fixed plant: 5 to 13 years
Vehicles: 5 to 7 years
Fixtures: 5 to 20 years
Containers: 6 to 10 years

Stocks
Stocks are valued on a consistent basis ar the lower of cost and net realisable value. Cost for own beers includes materials and

variable production expenscs.

Deferred taxation
Provision is made for deferred taxation using the liability method on timing differences to the extent that ic is probable that

the liabilicy will crystallise.

Reepairs to properties
The charge in the accounts includes provision for the estimated cost of completion for all work which had commenced

before the year end, and was planned to be completed within three months of conumencing the work. The estimated charge
in respect of major projects expected to exceed three months’ duration is apportioned on a time basis over the period of

the work.

Pensions
The Company operates defined contribution pension schemes. Contributions are charged to the profit and loss account as

they become payable in accordance with the Rules of the Scheme.

Employee Profit Share Scheme
The allocation from profits is charged to the profit and loss account in the year of allocation.

Property disposals
The surplus and deficiencies on property disposals are shown by reference to their balance sheet values and are included m the

profic on ordinary activitics.

Leasing commitments
Reentals paid under operating leases are charged to income on a strzight line basis over the terny of the lease.

Pubco PLC loan

The finance cost, including the loan premium, recognised in the profit and loss account in respect of the Pubeo PLC loan is

calculated so as to spread it net cost evenly over the period to repayment.
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Notes to the accounts

27 June 1998

Turnover
Turnover comprises sales net of discounts, rents received and services rendered from trading activities, excluding value added
tax. The export sales during the vear were £1,223,000 (1997 — £1.239,000),

Opcratmg ch-trgcs

"""" oo 1997

,guon Anon

Change in stocks of fnished goods & WIP G g2)
Furon_d ;_,oods C ”12 031 11406
l{nw l]]1tt;1 ‘lf. dnty ‘md comunnbleﬂ o 13,988 12346
Soual scour 1r.y-costs - . 703 - 69'5

- Otlu.r pc,mlon u)st% . 49439'3
Depru.n'non - e 2,861 2659
Auditors’ reml;lrm_rww Audlt ‘;el\l(.(.s 54 llllllllllllll 59

Orther operating charges 9,920 8,585

Interest payable and similar charges

1998 1997

gnun ﬁl)c:n

Pubco I’LC lom l o e e 1 9"9”.”“” 1. 9()7
B'mk lomq md ovxrdnt'r\ S S N 418””” 4()-,
Otlnr S T e S 199mmm 9’-',
2,546 2,505

Taxation

1998 1997
L1000 000

TI\ LlLdl[S on ﬁ mk«.d investment income -

2,094 1,742

The corporation tax charge for the period has been increased by prior vear under provisions of 230,000 (1997 — nil). It has
been reduced by aceelerated capital allowances for which no deferred tax provision is required and by capital gains rolled over

of £207,600 (1997 — £116.000).

Sthephend Nvae tooN g




Notes to the accounts

27 June 19938

D1v1dends
.............................................................. 1oox S
L4800 Aton
[munn pald '3()()"0 (2997 475'V) 319 ‘ 3()2
qul pmposgd 19 21”1(1997718 93%) 1,”256”” lI()()
1,545 1.462

Profit and loss account
In accordance with the exemption allowed by Section 230 of the Companies Act 1985, the Company has not presented its
own profit and loss account. The profit for the financial year dealt with in the accounts of the Company was £4,390.000

(1997 — £4,123,000).

Directors’ remuneration

1998 1997
£000 ,5:)00

154,600 10—} 100
296,587 239.818

Emolmuents - N 141,987  135.718

PL nsion LOl]tI‘lbUthlls

The accrued pension at 27 June 1998 of the highest paid Director amounted to £91,466 per annum.
Dretails of share options are shown in note 24. Derails of participation in share schemes are shown in note 25.

Employees

The average numbcr of persons w 1th contracts of employment mcludmg Dm.ctors durmg thr. year, was as followx:
Numbu \Iumbu
of employees  of employees
1598 1997
Brewery 268 9()4
Retailing 646 (167
914 931
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9 Tanglblc assets — G:oup 1nd Paant Compwny

Leasehold

Planc

properties vehicles Fixturcs
Frechold under and and
propertics B0 years  conminers firtings Toul
L0600 Loon £000 Lo Loon
Valuanon or cost: [
At OBJLIIIC-]“)()T{ o 7') ()94”7 o 3537 13,448 - 18 7"0 107, 619
Addidoos C3a74 wa 159 2319 763
Disposals Cw1ey - “260) (426 {1.671)
RLmlmnm, e
At 27 June 1998 77.849 540 14,581 20,613 113,583
Accumu[ated deprecmnon:
At 28 June 1997 379 4 7930 10061 18511
Cl11rge For year - 32 . 2 ]' 7 1115 1 693 2,861
On dlsposﬂs ........................................................................................ SR R ( 283) ______________ (55} ........... (3 63)
At 27 June 1998 411 62 8,762 11,769 21,004
Net book amounts:
At27 Jlme-lggg .............................................................................. 77,438 ,,,,,,,,,, 473 ........... 5’81931344 ........ 92,579
At 28 June 1997 74,715 36 5,518 8,359 §9,108

Included in additions is £26,000 (1997 — £71,000) of own work capitalised.
The frechold licensed and associated properties were revalued as at 28 June 1997 Valuations of £71,111 ODO are included in

the valuation or cost of frechold properties at 27 June 1998,

Ifthey ]11«:1 not bun 1r.v1lugd fru_hold properues would haw bCLl‘l czurn:d in thx. balanu sheet at 27 June 1998 at:

Cost

Au umulated dc.p: eciation

l‘)‘)b

1997

Net book amount

[0(10 g)cm

49 874 47,385
(411) (379)
49,463 47,006
Shepherd Neaone 1008 21
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Notes to the accounts

27 June 1998

Investments and loans

Group Group Company Compan

1998 1997 1998 1997
£000 AB0i A000 Fasilyl
Ae\mntc.d undgrr'xkuws - - R .
Release of provision o - _
At 27 June 1998 242 216 35 55

The Company holds 30% of the ordinary share capital of UBSN Linmiited, a company registered in England and Wales.
The main activity of this associated undertaking is the development of the Kingfisher brands both in the UK and Overseas.
The Company has had the followmg transactions with UBSN lem_d during the year:

Purchases (641) (754)

The Company holds 20% of the ordinary share capitat of Pubco PLC, a company registered in England and Wales. The main
activity of this associated undertaking is to raise funds by the issue of loan stock and to on-lend the proceeds to its sharcholders.
Pubco PLC does not have significant net income or net assets and therefore Shepherd Neames share of these have not been
included in the accounts as the amounts would not be material. The interest payable to Pubco PLC during the year is shown

in note 3.

sroup Company Company

1998 1997 1998 1997

A0 yasil Anoa0 Loon
Scuumu 7
At2gJume 1997 e Y < T !
Addltlous R S 300 R “SlOU” -
Disposals @3 S @) -
At 27 June 1993 . 509 34 509 34
Market value or Dircctor’s valuation 470 34 470 34

Listed sccurities held by the Group and Company at 27 June 1998 at cost were £500,000 (uarket value £+461,000}.
No listed securities were held at 28 June 1997,

Loans to (_ustomers

TR

Ac 28 June 1997 ST e 14 1661 1,41

Additions . . R Bs6 532
Redemptions T T sy Gogy (B3l (06)
At 27 June 1998 2,186 1,661 2,186 1,661
Total investments and loans 2,937 1,911 2,750 1,750

The Company has guaranteed mortgages totalling ,£1,536,000 (1997 — £1,289,000) advanced by a Building Seclety o Free
Trade licencees. The Company has charges over the mortgaged properties, the values of which exceed the guarantees provided.
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Stock

Group and

Ciroup and

Company Company

1998 1497

£000 L£000

R materials and consuimables 1,446 1,271
Work in progress 228 312
Finished goods including tactored goods 2,204 2,051
3,878 3,634

The replacement cost of stocks approximates to the value at which they are stated in the accounts.

Debrors
""""" Group and  Group and
Company Company
1998 1997
4000 £000
Trade debtors 6,279 5,848
Amounts due from associated undertaking 1,177 1,058
Other debrors 754 446
Prepayments 1,675 989
9,885 8,341
Creditors: amounts falling duc within one year
T ' S e Group and  Group and
Company Company
1998 1997
£000 £000
Trade creditors 6,663 3,745
Corporation ax 2,406 1,902
Other rax and social security 2,468 2,367
Accruals 1,493 1,338
Trade deposits 1,307 1,274
Proposed dividend 1,226 1,160
Other creditors 515 411
16,078 12,197
Creditors: amounts falling duc after more than one year
- Group and Group and
Company Company
1998 1997
£000 000
Loan from associated undertaking 18,500
Balance of premium rececived on loan from associated undertaking 1,468 1,645
19,968 20,145

The loan from associated undertaking is from Pubco PLC and is repayable on 30 September 2006. The loan is secured by a
first floating charge over the Company’s registered property and assets. Interest payable is at a fixed rate of 11.25%. The loan
premiium received s being offset against the debenture interest payable in accordance with accounting poticy 1.
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Notes to the accounts

27 June 1998

Capital commitments
Contracts for capital expenditure not provided for in the accounts amounted to L176.000 (1997 — £154,000).

Other financial commitments
At 27 June 1998 the Company had arnual commimments under non-cancellable operating leases as set out below;

Group and Group and

Company Contpam

Land and Land and

buildings busildings

1998 1997

L000 Faiy

Operating leases which expire; Within 1 year - -
Within 2 to 5 years 23 20

After 5 years 320 143

343 163

Contingent liabilities
775,000 renains uncalled on the 125,000 £1 ordinary shares held by the Company in its associate UBSN Limited.
£15,000 remains uncalled on the 20,000 £1 ordinary shares held by the Company in its associate Pubco PLC.

Deferred taxation

Group and Group and  Group and Group and

Company Company Company Company
Provided in  Provided in Full potential Full potential
the accounts  the accounts liability liability
1998 1997 1998 1997

A000 L0000 £,000 Fa s

Recoverable ACT 307y (290) (367) (299

- - 1,617 1,684

The tull potendal liability includes the amount provided and has been caleulated at a corporate tax rate of 30% (1997 — 31'%).
No provision is made, or included in the full potential liability above, for the taxation Hability which would arise on the
disposal of properties at their revalued amounts, or as a result of gains rolled over, as the likelihood of such liabilicics is

considered remore.

Share capital
e i Gmupand Gm“p -
Company  Company
1998 1997
£000 L0000
Arurtrhorised' 7
37 200 A vy sharen o £ e T T a7 6a
0000005 oy s ot s e
7,117 7,017
Allotted and fully paid:
5 691780 A ordinary shars of £l each T T s e0n 5677
000500~ ardinery shases of 2p each TTTITI T gy s
6,372 6,357

“A” and “B” ordinary shares have the same rights except that there are transfer reserictions on the “137 ordinary shares as set

out in paragraphs 24 to 26 of the Arricles of Association.
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Share premium account
Group and  Group and
Company Conzpany
1998 1997

Balanu. at °8jum 19‘)7 1,127 71(:
1>|umum on shngq mugd du:mw r]u vear 131 41]
Balance at 27 june 1998 1,258 1,127

Premiumns were received of £131,000 on 13,075 “A” ordinary shares subscribed to by the trustees of the Employee Profit
Sharing Scheme.

Revaluation reserve

Groug and Group and
Company Company

1998 1997

266 (837)
RLvalumon . e 312
Balance at 27 June 1993 24,978 24,712
Proﬁt and loss account
.................................................................................................................. Gmup (,mup Compmy (mnp‘m
1998 1997 1998 1997
£000 Lot A000 ,Cnno
Balance at 28 June 1997 o e 29565 3, 003 29.503
Ru:'um_d proﬁt io: th«. ye . 2,8717 2 762 N o
T1 m\h.: of r<.'1h\Ld Tev. 1lu mon- o (266) lllllllllllll 8 '&7 -----------------------------------
Balance at 27 June 1993 35,769 33,1064
Recon(:lhatlon of movements in shareholders funds
........................................................................................................... . m“p . (mup
1998 19497
£000 Lon0
Profi for the period ' 4416 4224
Ordlmry . dw] dLndg ....................................................................................................................................... (1, 5 45) ,,,,,,,, ( 1 : 4(,7)
NLWS}““(aplnlmbu”de ......................................................................................................................... 146 ........ :)4 .1
Rtmhnnonsmplm ,,,,,,,, S 312
Movement dtllln“’ t]u year 3,017 3,615
Sinrgholdu’% funds at 7sjung I‘)‘)? oo T 65,360 6174’)
Sharcholders” funds ar 27 June 1998 68,377 65,360
shepherd Nyame oo |25
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Notes to the accounts

27 June 1998

Direcrors’ nterests

AT Ordinary Shares 137 Ordinay Shares

Beneticial As Trustees Bereticial As Trustees
R H B Neame 55436 222,645 3,401.250  386.066
o 63436 327798 3401250 -
SEBMNeame . 92310 118,736 1,862.250 -
................................................................................................................................ e
JBNeame 30501 148,045 853,400 386,066
E R Johnson 7 s0206 0 - 1,134,700 -
M B Bunding - 100000 -
SEUTEE T ]
B e T e — 5
L e - i i

No options were granted to any Director during the vear. There are no further outstanding share options available to Pirectors

as at the year end.

Sharc schemes
The Shepherd Neame Employee Profit Sharing Scheme,
The Board has allocated £200,000 out of profits for the year which will be applied in acquiring “A” ordinary shares either
by purchase or subscription. The 1997 allocation was applied in acquiring 13,075 "A” erdinary shares by subscription in
October 1997 at £9.70 per share.

Currently 218 (1997 — 200) employees, including the highest paid Dircctor and vwo other Directers, qualify to participate

in this scheme.

The Shepherd Neame Exccutive Share Option Scheme.
There are outstanding options available to executives, to subscribe for 14,900 “A” ordinary shares as follows:

Exercisable at Number
Date granted per share Unril of shares
April 1992 AL4.35  March 2002 14,900

The Shepherd Neame Restricted Share Scheme,

The Company operates a restricted share scheme for executives, including the highest paid Director and rwo other Directors.
[t is anticipated that options to acquire shares to the value of approximatcly 35,000 will be isszed for a nominal sum under
the schemc in the year 2000 and that options to acquire shares to the value of approximarely £53.000 will be issued for a

noninal sum under the scheme in the year 2001.

Pension cominitments
The Company operates two defined contribution schemes. The assets of the schemes are held separately from those of the

Company in independently administered funds. The pension cost charge represents contributions payable by the Company to
the funds and amounts to £494,000 (1997 — £395,000). Contributions of /85,000 (1997 — /£147.000) were payable to the
schemes ac the year end.
All the Executive Directors are members of one of the Company’s defined contribution schemes. Two, however, including
the highest paid Director, are effectively entitled to defined benefic pensions by the terms of their contraces of employment.
The Company also meets the pension costs of certain former employees which have not been funded through the pension
schemes. The amount of this unfunded iiability is not significant.
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Notice of meeting

Notice is hereby given that the Eighey -fourth Annual General Meeting of the Company will be held at the Brewery,
17 Court Street on 30 Ovrober 1998 at 12 noon for the following purposes.

Resolution t

To receive and adopt the Annual Starement of Accounts and Balance Sheet and the Reports of the Directors and
Auditors thereon.

Resolution 2

To declare a Final Dividend upon the "A™ and “B” ordinary shares.

Resolution 3
To re-elect @ Director.

Resolution 4
To reappoint the Auditors and authorise the Directors to fix their remuneration.
By Order ot the Board

G H A Barnes
Secretary

17 Court Strect
Faversham

Kent

7 October 1998

Members entitled to attend and vore are entitled to appoint a proxy to attend and, on a poll, vote instead of them and that

proxy need not also be @ member.
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Five year summary

(33 week-
1998 1997 1996 1995 1402
£000 L0008 A0on Lo Lo

58,676 33,703 51,483 48,1506 13,8046

Turnovcr .
. Group opersing pofic 8% 82k 7om  7e L%
Net finance chaTges s s v @i59  pao o) ey e
Profic on sale of property 29 172 16'} 114 144
Profit o sale of nvestmene 82 - e 69 -
Group profit before taxation S 6 -’)10 5,966 5774+ 33504 3103
Taxation (2 094) (1.742) (1 670) (1,613) (1.38%,
Earnings available to shareholders B Rl 8L TLe
Dividends (1,545) (1,462) {1,354} (1,272 VVVVV (l 174,
Rewined profit 2,871 2,762 2,750 2,619 2542

Dividends

Dividend cover 2.9 2.9 3.0 31 3 2
E““"F’%ﬁ_}??f..fl nominal share value (p) based on: e

Ear zmws avmhbk o slnreholde:s 69.4 66.8 66.0 62.9 o2
Earnings before profit on sale of property nct of tax 64.5 64.1 63.3 61.1 57.7
Shareholders’ funds employed o

Share capital 6,372 6,357 6,227 6,207 177
Share premium 1,258 1,127 716 584 445
Revaluation reserve 24,978 24,712 25,237 25,058 23.634

Roevenue reserve 35,769 33,164 29,565 26,994 24,230

68,377 65,360 61,745 58,843 36486

Represented by:

Assets

13,807 12,018 11,100 10,439 8.657
109,323 163,037 97,058 88,214 84.101

Fl\cd assets 95,516 91,019 85,958 77,775 75.504

Current assets

Liabilitics S S
Short term o 20,973 17,532 14,990‘ 1937] o _1_7.455
L()ng term 19,968 20,145 20,323 10,0400 10,202
Deferred tax - - - - 15

40,946 37.677 35,313 29.371 27.675

Net assets 68,377 65,360 61,745 54,843 56 4806
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