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BUSINESS SECTOR

QFERATING PROMT
(954m*
AMALTSLS BY SECTOR

GrandMet is now @

highty focused,
branded food and
drinks company

*Frep caRBHIIR HperaLIns before
pxceptumal senis

PR Y ]

§ AND BRANDS

£O0OD SECTOR
The group’s Food sector comprises
GrandMaet Foods Amencas,
hc:ldquat:crcd in Minneapols, USA
GrandMet Foods Eurepe, based 0
paris; and Borger Kings the workd’s
second largest [ast foud restanrant
chain. Pearle, the wotld’s lazgest
retail eygwear and ey ecare §ronp,
with aver 1,000 outlets in North
America, Errop? and the Far East.
also reports into this scctor.
GrandMer Foods Americas
includes Pillsbury baked po0ds,
Green Giant vegetables Alpo
petfoods. GrandMer Foodse rvive and
Haagen 14275 K¢ cream.

Deart e Wision

GrandMet Foods Europe
produces and markets baked gonds.
vegetables 1nd ready meals. It
brands inctude Erasco, Jus-rol,
Pilisbury, Grecn Giang, Brossard and
Perer's Savoury Products.

GrandMet holds number one
market positions in prepared dough,
{rozen pizza, fruzen vegetables and
superpremivm ice cream in North
America and in cakes in Europe.

Burger King, headguartered in
Miami, operates in 50 countries and

has 7,120 outlets with systemwide
sales of $6.” piltioss.

e
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DRINKS SECTOR
Internacional Distillers & Vintners
{1DVY is the group's worldwide
wines and spirits business,

1DV sells in every available

over 150 brands, which includes
Smirnoff, the world’s number one
vodka; J&B Rare, the second biggese
selling Scotch whisky and Baileys
Inish Cream, the world's best selling
tndividual liqueur brand. IDV has
mare leading brands in the world’s
top 100 spirits than any other
company.

In the lase five years, DV has set
ap national distribution companies
or joint venture partnerships in
20 new countries. 1DV now consrols
94 per cent of the worldwide
distriburion of its brands.

market in the world, with operations
in more than S0 countries across four
geographical regions: North Ameriea,
Europe, Asta Pacific an 1 Africa with
Latin Arnerica,

1tis one of the world's major
wines and spirits companies ~
developing, producing, marketing
and distributing over 100 million
cascs per year — more than any
other drinks company.,

IDV has developed a portfolio of
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DPERATING PROFIT
£958m*
GEOGRAPHICAL ANALY SIS

GrandMet’s aim. is
to be a major

participant in every
market in which it
has a presence
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CHAIRMAN’S STATEMENT
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GrandMert has
developed and
implemented

a well-defined
strategy which will
drive the group
forward in future
years

4 GRAND METRGPOLTAN ANN AL REPSOT TGG)

Dear Shareholder,

In my statement to you last yean,
1said thar we looked forward 10 1993
with caution, bur also with optimism.
1 believe thac anx was right, Our
caution was well placed. Economic
conditions in the markets where we
operated remained challenging.
Recoveries in the US and UK were
slower than expected, while many
European economies were stalied in
recession. Qur optimism, however,
was also justified. Within this
enviconment, we grew profits before
exceptional iwems to £916 miltion, up
seven per cent. We also substantially
improved our cash generanon,
achieving the highest level in our
history —a very pleasing £499
million,

These resulrs reflect strong
performances from both 1DV and
Burger King and significant
improvement in our North Anterican
fond businesses. In Luropean foods
the recession again atfected our
performance, which was
disappointing. Inngrepreneur
Estates and Pearle both contnued
well on course to break even
this year,

Because the pace of economie
recovery remains uncertain, we
conducted a detailed review of the
structure of our overhead and
operating costs, The result wasa
decision to testructure parts of
the group in a way which would
substantially reduge cour future cost
hase. We also reviewed our balance
sheet and determined that two
further pronistons were required:
one relating to the valuation of our
residual UK properties; the other to

the deferred consideration owing
from William Hill, and the continung
costs of the dispute with this company.

The results of these two measures
— the restructuring initiative and che
review of our balance sheet—isa
considerably reduced cost baseanda
stronger balance sheet.

BUSINESS DEVELOPMENT

The past year was important for
Grand Meceropolitan strategically. We
again focused on our strategy of
building branded food and drinks
businesses with significant
mternational potential,

We continued to invest in our
establiched brands, spending almost
£900 pulhion on advertising and
marketng, and made good progressin
the development of new brands and
new markets.

We moved decisively to establish
or strengthen our presence in high
growth and emerging markets, such
as India, China, Mexico, Chile,
Poland, the Czech Republic and
Scuth Africa. In Russia our sales of
Smirnoff vodka reached 600,000
cases after just one year.

And, of course, a major strategic
move completed just after the year
cend was the sale of our Chef &
Brewer pubs to Scottish & MNeweastle
for £736 millon,

STRATEGIC FOCQUS

1993 was my seventh and last year
as Group Chiel Executive, Tescems
apprapriate, therefore, tolook back
at the changes in the company since
T have been Chief Executive and to
assess the strategic direction we
have pursited.



in 1986, GrandMet covered a
wide variciy of businesses including
hotels, dairies, betting, gaming,
childeare, pubs and nursing services.
We were involved in 28 different
busmesses at that time.

During 1987 we undertook an
in-depth review o1 che group
and asked ourselves, “How do we
add value?™ We derermined that our
core skifls — brand marketing and
the management of warldwide
operations — & ere most valuable
when apnlied to businesses which
were large, international and
complementary,

The outcome is that today the
group is markedly changed. [t 15 now
a highly focesed, branded food and
drinks group. fthas more than
doubled its profits and become truly
international. Only Pearle and IEL,
which together comprise 2 small
partof the group, fatl outside chis
strategic focus.

Over the past seven years, while
increasing profits betore exceptional
items at a compound growth rate
of 14 per cent per year, GrandMer
has developed and implemented a
well-defined strategy which will
continue 1o drive the group forivard
in future years.

MANAGEMENTY CHANGES

In September, in view of my planned
retirement from GrandMet in
January 1996 and in a move to aliow
for senior management SUCCession,

I recommended the separation of

my roles as Chaeman and Chief
Exccunive, sihich the Board
approved. [ remam tull uime
Chairman, but have rehnguished my

CHAIRMAN'S STATEMENT

day -to-day duries as Group Chief
Executive. We have also made other
management appointments during
the year,

George Bull, with over 30 years
experience both in [DV and more
recently in the Food sector, hecame
Group Chief Execative in December.
A member of the GrandMet Board
since 1985, George was the driving
force behind 1DV, our largest profit
contriburor. He also led the Food
sectar to signiftcant profit
improvement during the past
year, George isa world-class
executive with particular skillsin
marketing, business strategy and
leadership.

Tan Martin, who had been’
Managing Director and Chief
Operating Officer of the group,
withdresw from his executive duties
and joined Dick Giordano asa
non-executive Deputy Charrman, Lan
has made major contributions to
GrandMet since he joined usn
1979, in parucular in the US where
he led the successful acquisition of
Pillsbury.

David Nash, Group Finance
Diretor for the past four years,
beeame Chatrman and Clief Executive
of the Food sector and John McGrath,
Chief Executive, 1DV, was
additionally appointed Chairman of
the Drinks sector. David Tage,
Group Services Director, assumed
responsibility for corporate affairs
and informartion services in addition
to his responsibility for property,
human resources, legal and company
secretarial. Peter Can dron, Group
Strategy Development Director, way
appointed to the Board. fam also

pleased to report that Gerald
Corbett, cucrently Finance Director
of Redland PLC, will shortly be
joining us as Group Finance
Director. Formerly with Dixons
Group and The Boston Consulting
Group, Gerald is a highly respected
executive whose broad experience
will be of great value to GrandMet,

Across the world we have a
balanced and talented executive reain
which is well equipped 1o meet the
chailenges ahead.

CORPORATE GOVERNANCE

We can again seport that we comply
with all the provisions of the Code
of Best Practice of the Cadbury
Conunittee on Financial Aspects of
Corporate Governance with which
comphance is possible. This year we
comply with 17 of the 19 provisions.
The other two are still under ceview
by the accounting profession.

A« recommended by Cadbury,
vou will note n the Operating and
Finanial Reviews thatwe have
included more detail than previously
abour the factors affecting our
performance. We have also tried to
ensure that notes 1o the accounts are
both clear and comprehensive. The
lengeh of these notes reflects this
ingention.

In last year's report, Dick
Giordano described the performance
criterion which the Appraisal and
Remuneration Commitree deaided
should be applied to the 1993
£ yecutiv e Share Option Schemes,
which were approved atthe - "M n
February 1993, This required that
the company s share price must have
outperformed the “FTSE 1007 Index

S AT TYETRIANT TAYN BRA Ay REPTIRYT TAGI 5



over a period ot three years oemore
from the date of geant, before the
option cat normally become
exercisable. Options subjecr to this
criterion were granted in June and
October, and a similar criterion
will be made a condition of future
options to be granted under the US
Share Option Plan and the Senior
Executive Phantoru Share Option
Scheme, The committee will
contmue to keep this criterion under
review.

Anather important task for the
non-execurive directors 1 1o ensure
that the execurive directors’ rerms of
service, including remuneration,
enable the group 1 attradt and
retain the quality of people required
while remaining in line with best
external practice. Following review
by the Appraisal and Remuneration
Committet, changes are being made
i executive directors’ service
agreements. By the end of this
financial year, none of the excentive
directors will be entitled 1 more
than two years” notice of
termination.

CORPORATE RESPONSIBILITY
As in past years, GrandMet has
contributed to the commu pitics 1
which we operate in terms of
community involvement, protecsion
of the enyironment and social
responsibility. Approximately £1 8
million was commitred 1o
communiry actiens worldwide in the
form of sponsorships, donations in
kind, sccondments anl direcs
donations to charity.

‘Two initiatives deserve special
mention, IDV has agan raken a

GRAND METROPOLITAN ANHUAL REPORT 1933

Jeadership position in produciog
mndustry action on the problems of
aeohol misuse, As a member of the
Amsterdam Group, a pan-Europein
assoctation of 14 compasies in the
Jeinks industry, 1DV contributed to
the report, Aleoholie Beverages and
Enropent Society, which wittaid
the European Cammission in
formulating its policy over alcobol
in the European Community.

The other initiative, announced
by Burger King, is8 five year, $100
millron programme aimed at
providing financial backing to aract
women and individuals from ethnic
minorities 1o be franchisees and
suppliess. The objecrives are rwofold.
The first is to remove the barriers
which have rraditionally impeded
minority progress. The second,
which is mere commeraial, is 10
develop franchisces and suppliers
who reflect more closely the make-up
of Burger King's customer brase.

INTERNATIONAL TRADING

As an intesnanonal trading company
we remain firm proponcits of iree
rrade. We were extremely pleased,
therefore, with the successful
outcomes of both the North
American Free Trade Agreement and
the GATT negotiations. A world
marketplace which fosters 0pen
competition, cONSUMEs choice and
cconomic growth is important 1o

the continued suceess of

GrandMlet.

EMPLOYEES AND

BUSINESS ASSOCIATES

In whathas been a difficuit and
Jemanding year, T would like to

thank our employees and business
partners for their sheer hard work
1nd commitment, As one clement of
aur cost reduction Programme, we
have reduced staff numbers
throughout the group. Although very
difficule for everyone involved, these
reductions have been necessary 10
ensure the future prosperity of
GrandMer.

PROSPECTS

Adter a world recession that was
fonger and mmore severe than anyone
predicted, we are now encouraged by
Jear signs of improvement inthe US
and UK. Overall, aa we look ahead,
We eNpEct Teovery i our major
markets bue the pace of that recovern
FEMAINS UNCerLain.

Despite shis uncertainy, we
believe we areina powerful positon
1o compete. With the bencfits of our
rESTRUCTUCING initative, with our
continued iavestment in marketing
and with our well focused business
portfolio, GrandMet is prepared for
growth in 1994 and beyond.

Thank you for your support
throughout the year.

Yours sincerely,

MNM“ >
i /

Sir Allen Sheppard ‘
15th December 1993



Dear Sharcholder,
GrandMet is now a highly focused,
branded food and drinks company.

This focus comes from the fact
thar both the food and Drinks
sectors are targered ar similacly
motivated consumers. These
consumers eat and drink, are
internarional, and above all are
selective and choose added value food
and drinks brands,

GrandMet has now sold all its
hotels, brewerics, managed pubs and
many other businesses, Tt is no longer
2 conglomerare, There is now a clear
cut synergy of management purpose
ammed ar markenng added value
food and drinks brands to similar
consumers wha in ten are largely
reached throogh the same trade
customers.

Reflecting this clear focus, I see
my mission as:

‘Creanng a climate within which
a devolved, market driven, value
added, branded food and drinks
business can flourish’,

Steps have already been taken to
establish that climace. A £175 million
group wide restructucing programme
has begun, which will substantially
reduce the cost base of our businesses.
In addinon, the corporate centre
has been reduced in size,

To empower the uperating units
and to enable the sharing of best
practice a system of team working
has been established, This will be
martchied by greater accountability
for the achievement of goals,

Reflecting the strong marker
orientation of ity operating
companies, Grand Vet will iself
become a *market orented' business.

All our key decisions wall therefore
be taken from the perspective of
how they will impact the position of
our brands in the marketplace.

Well managed brands will
continue to drive forward the
profit growth of the business. Qur
management skills and our finaneial
resources will be used to further that
end m the futore,

We will concinue to drive down
overheads and administeation. We
will increase the marketing spend
behind our core brands and thereby
reinforce that bridge between our
brands and their ulrimare user,
the cansumer,

As a sculptor continually reshapes
his clay, so will GrandMet continue
1o refine 1y shape, thereby improving
its ability to service better those shared
customer needs and, by so doing,
improve its rewens to sharcholders.

There is at GrandMet a clear cut
management philosophy. We know
the business that we are in. Qur
management can clearly identify with
the task. We are confident thar the
benefits will continue to flow
through in the years ahead.

Yours sincerely,

Grorge ] Bull
Gronup Chief Execntive
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Creating a climate
within which a
devolved, markert
driven, value added,
branded food and
drinks business

can flourish
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TURHSWER GPENAT NG CAPTAL
PRUIMY EMPLGYLID

The Food sector, which tor GRANDS!, A RESTAURANT-STYLE BISCUIT,
TLANAZERIENE Pl Pses GIIPIISes CONTIRULD 175 Us EXPANSION
Nord §T 1§ THE HOST SUCCESSFUL NEW
North Amencan and Furopean food PRODUCT IN PILLSBURY'§ HISTORY

businesses, Burger King and Pearle,
ll)(l’&l‘\!}d POrIOVer on LOnunnuing

Businesses by £319 aullion from

£3,689 qullion o £4,208 mallion,
and increased vperanng profic by
£99 qutlion from £296 milhon to _ iR 2 éﬁ r*.-‘q:f_,,':;rg.‘_ i

]
N

» e

-

£395 mllion, Faduding the eilese

of curreney translanen, turnover

>

decreased by two per cent and
wperatmg proht mureased by
12 per cent.

HNORTH AMERICA

The North Amertean food businesses
- fillsbuey baked gowads, Green Giant
vewetables, Alpe petdoads, GrandMet

Foudsersice and Flaagen-Dazswe
wream = achieved maproved resulis
ghiy wompentive trading, Both
yotumes and market shares were
cenerally mamtained and wargins
swere inproved theough cost reductons,
plantwansalidanens and the suc.esstul
mteodustion of new products.

Iy i b 3 + kﬂ"’;‘ 'y

Pillsbury P o g i B
Milshary refngerated dough products K KE? N :{?ﬁ i \j“ e

: g or R R S e
Jed the US marker with a 75 percent A AT AR SN e, W T Lo Pt
narket share, The haghlh successiul
Grands! biscings achiesed the number Reh‘igeratcd d(’)ugh p[‘()ducts led
one share tm the spearality brsount R r P E e o
sasegory with over S100 million 10 the US market w itha73 per cent
annual sales, market share

Pidtsbury desserts and baking
mines suffered some market «hare
dedine, Honever, new products,
mcluding Deluse Brownes and
Dessert Bars, vreated 4 toundauen
for fature grewh, [hes geoscthwall
Pre Based on *brgger raste, better
value', emphasming mnovanve new



DINQSAUR AND TEDDY BEAR COOKIES,
HEW REFRIGERATED DOUGH PRODUCTS
FROM PILLSBURY, ARE A HIT

WITH KID'S AND RETAILERS
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Results wer : achieved through cost
reductions, plant consolidations and the

successful introduction of new products

10 BART METREET, AN GNN B MR

prondais, prodocad atfower wst
rreen Gnang tonk steps toalun
manutaciunm capass more with
demasud, sarnaaang the Josure st s
tavilities, Thas, pliis a morecompetrng
pricng siraze and the etlevtof the Ub
floods onvegetabiv supphies, inprnes
Green Grang's nutiooh for the luture.
Despite continiied Pricing pre-sitre,
Gireen Grant retaned ity position as
overall market leader and grew
volumes by two per cent,
Green €ants vatue added
trozen s egetables, including
Internatianal Mistures and Create-
A-Stir, were well accepred. These,
awng with proven successes ke Pasta
Accents and American Mixtures, led
to Green Grant's increased marhet
share i the frozen category.
Fllsbury's natonal przzabrands—
Tounu™s and Jeno's = pertormed well,
mcreasing buth volunies and pratts.
The delune przza brand, Pappalo’s,
became the fastest growsng frozen
pizzan the US, achieving 32 peccent
volume growth and expanding
Jistribution o athird of the country.
Pillsbury contnucd o busld s
brands in nternanonal markets.
Onerall volumes grew 21 per centan
Japan, where Green Gant has a
growing presence. Piisbury entered
ineo joant venures 1 Mexo and
south Africa, two key emerging
markets, to distabute both Pallsbury
and Green Giant brands.

GrandMet Foodservice

GrandMet Foodservice, the leading
US supphier of bakery goods tea
varieey of commeraal customers,
achieved significant growth, fully
integraung McGlynn's branded frozen
Jough products during the yean Adter
theyear end, Foodsers we auquired the
Roush Products Company, the leading
produer of value added concentrates
tor toedseryice and whelesale bakers,

Alpo Petfoods
Alpo, whih manufactares and



L arhets warsed and dev s at and Jdeg Q0 D
v, nhresed proht gress theat

ot put vent, aithongh wales Were

Alected Iy conpnued price campenion

i the US pettood mdustry. As w ih

ather Pillsburs bramds, agaressne

cont reductuns amd new produt

Jos clopments comeributed to Alpe's

results. In parueular ALPO § FRIME CUTS, NAMED ONE OF
THE BEST HEW PRODUCTS OF THE YEAR,

‘ HELPED LEAD THE COMPANY 1O
through lowering ot Jdistnibution, RECORD PROFITABILITY

$10 mmillion in savings was acheved

imventory and fixed cosess
1% new products, mcluding Alpo o
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sales aof $31 million.

Hiagen-Dazs
Haagen-Dazs, the leading super-
premuum e cream brand in the US
and Japan, with a growing
presence in Burepe and the Far East,
manufactures and markets ice cream,
froazen vorurt and frozen snacks.
Haagen-Dazs connnued m grow by
Jevetoping new products amd
enpanding 1t new irrnavonal
markets.

in North Ameria, Haagen-Daze
recaptured adecnive market leadership
pOSALion I SUPErpremum (ce Creatm.
with a market share of §§ per cent.
The successtul launch of Extraas
generated nereased sonsmpnon
AMODE EXSHNE Lonsumers and
meroduced the brand to new users a
well. 1n the toral we cream market,
flaagen-Davs achteved a record
%3 per vens market share, Overall

Haagen-Dlazs lve cream valumes
inereased by 10 per cent. The [rozen
sogurtdivision, which launched e

1N NORTH AMERICA, HAAGEN-DAZS

RECAPTURED ADECISIVE MARKET
pev: flavaurs i pinte and (o LEADERSHIP PDSITION, WITH S8

flavours 10 1t lne of worbet and PER CENT OF THE SUPERPREMIUM
frozen sogurt novelties, gres: by ICECREAM CATEGORY
34 per cent i yoimes.
fn Enrope, Haagen-brans entered
NPy, 9% jezerland and Fridand,
inureasing distribution o 14
countries. Volumes in Europe fres
by A2 per cent with wles oboer
£7% guihon. The ness e oream

manufaciurag facity m AT,

Sl T TE . Lo BEDODT Led 1
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GREEN GIANT CONTINUED TO INNUVATE
WITH VALUE ADDED FROZEN VEGETABLES
LIXE CREATE-A-STIR

L
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1

THE EXASCO CANNED AEADY MEAL FACYORY
AT GERWISCH, NEAR MAGDECURG, ACQUIRED
$ROM THE EAST GERMAN AUTHORITIES,
UHNERWENT A 120 MILLIOH TOTAL REDUILD
PROGRAMME

11 GRAND METAGPGUTAN ANHYAL REPSRT 1933

France mcreased sapaaty and
ethciency,

Inthe Far Bast, Haagen-Dhams s now
b e countries, holding the number
one position m Japanin the super-
premivm category with system sales
o £140 muthon and volume growth
of 20 per cent,

Further expansion plans for
Haagen-Dazs include Saudi Arabia,
Greece and Israel,

GRANDMET FOODS EUROPE

The European food aperations
produce and market baked goods,
vegetables and ready meals under the
Pillshury, Jus-rel, Brossard, Green
Giant, Erasco, and Peter's brands.
The division was affected by continued
recession in Continental Europe
which led to weak consumer demand
and price pressuces from the retail
trade, Consequently, operaung profic
for the vear declined versus 1992.

However, significant progress wis
made in strengthening brand positons
and improving the eificiency of the
manufacturing basc,

Pillsbury Brands Europe performed
well. In he UK, Palisbury refrigerated
dough achieved significant volume
grow th and launched successful new
products Jike Dinner Rolls and
Turnovers. In Germany, the recently
acquired Knack & Back, the leading
refrigerated doogh brand, increased
volumes by 35 percent.

Green Giant maintaned 1t
leading market pasitien and
launched new frozen products im the
UK and France,

Fraseo maintained profitatality
and market ieaderslup in Germany in
thz ambient ready meals category,
although some premium products
suffered volume decline. The new
factesry near Magdeburg in eastern
Germany was broaght mto full
nperation

Brossard, the European leader m
cakes, had a disappomting year,
reportmg reduced volumes and

operatmg prodit. lrdid, boweser
enpand sts leadership in the frozen
vabe marhes i France by aver
QUNE PeTCENtage Ptts.

Peter’s Savours Products, which
experienced continuing sales pressures
and a dow ntait in profir, commenced
operations at its new pie factory
Bedwas, Wales. This will inerease
efficiency and reduce vasts.

BURGER KING

Burger King 15 the world’s second
fargest fast food restanrant group.
The company and its franzhisees own
and operate 7,120 outlets in 30
countries across the worla.

Burger King turned in another year
of strong pecformance in the highly
competiuve fast fuod industry.
Operating profitwas up significantly
over last year, achieved muanly through
continued margin smprovement and
new store openings. Worldwide
comparable sales were marginaily
higher than 1922 and systemwide
sales were also ahead of lastyear,

“These results are atl the more
impressive as Burger King began its
financial year only one month after
Hurricane Andrew devastated South
Florida, inthicting substantial
damage to the company’s Miami
headguarters and rendering some
300 corporate employees temporarily
homeless.

Burger King’s success was botstered
by anumberof marketing, development
and management activities:

a new *back 10 basics” strategy,
focusing on delivering the core menn
of *hamburger, frics and Coke', 1n
hagh qualuty rectaurants with
friendly service;

the latest Kids Club marketing
prograimme: theee agesspecific Kuds
Club magazines aimed at increasing
loyalty among young consumers. With
more than four mithon Kuds Club
members, Burger King is the world's
largest single airculation publisher of
children’s magazmes;



B Fremda, b dlue Mena, whidh
ctiers thrc-tered priang and Comb
Meats, dessgned (o geredse rostautant
trattie and sates,

wnntmued stvmps trom Restaurant
Sery wes g the US sestcan de
PHRCHISDR et established
1Ml

piew sture expansion, with 334
new outlets opened i 1993, an
snerease of mare than 34 perwent
over fast vear. Mure than [8e ot
these are Bew conuept restatizants
devetoped m non-traditmal sites.
(hver a thied of these new units
are located outside the Us —m
Japan, Poland, Porrugal, Saudi
Arabia, Mewicr and Sweden.

PEARLE VISION

Pearle, the world's Largest retail
evewear and ercaare groug,
substantially ceduced its fperatng,
Yiss bor 1993, and achieved break-
vers aperaning protsa i the seeund
half of the year and poative
womparable sates sn the lastqrarter.
In the US retad cvesear markes,
where sates wmainu, to be that, these
smproved results were abiey od
theough aggressie costuating and
moire elfiuient eperating systems,

( wrrent matves beng
nplemented to cintinge  IMprose
Pearle’s pertormance mddude

the restructuring programme,
whidh will clise a number of
unprofitable tares aod wnte otf
surpiis assets;

marketing progragmes focused
seraregeally on lowal msrket needss

natonal marketing programmes
armed at specific rarget audiences,
weh as kidsart trademark aimpast
reststant lenses for childrens

an inereawngly efficient supply
system which now mcludes stage-of-
theart warchouse management and
IS ENINTY WO Sy CTenTs.

BELOW

BUAGER XING § SPACE AGE OUTLETIR
PICCADILLY, WDHUON HAS THE HIGHEST
SALES TURNOVER OF ANY BURGER KING
SITE IN THE WCRLD
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GVERLEAF
HAAGEN DAZS 15 KNOGWHN FORITS
ADVEATISING THADJGHOUT THE WORLD THE
AWARD-WINNING “KISS® CAMPAIGH IN JAPAN IS
AN EXAMPLE DF ITS INNOVATIVE APPROACH
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Burger King opened 540 new outlets

in 1993, an increase of more than

50 per cent over Jast year
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TURKOVER IPERATENG CAMITAL

PROMNY EMpLOYED
Internatonal Disallers & Vinters THE ACQUISITION OF BUTON ADDED

VECCHIA ROMAGHA BRANDY, :TALY'S

. i . LEADING SPIRIT BRAND, TQ 1DV’
u -~

operating proficup 14 per cent, In INTERNATIOMAL PORTFOLIO

extremely compettive market

reported another successtul year with

vondinons,

Turnover increased by £560
mithon, from £2,858 mulbon to
£3,418 mlhon, representing growth
in tacal currency of aight per cent.
Operating profit increased by £68
muittion, from £493 million to £361
aulbion, representung grovth in local

wurrency of four per cent.
These results were achisved
through erganic growth, strategic

acauisiions and the development o} S
AT T
both new brands and new markers. 20 St 7 »-k‘;;,wg,
s iy S o
Steimgent cost control and improved Gkt ] @“

vash generaton underpinned these
strategies,

While the worldw ide tradional
spansts market 15 predicted to have
Jechned by 1,3 per vent in 1993,
1DV esrumuted worddw ide spints
market share ncreased from 11,3
per cent to 11,8 per cent during the
year.

Tortal stles volumes grew 10 a
record 102 mullion €ases, an (nurease

of four per cent, which strengthencd e é“k‘f:. ‘v;{..,,};.s .

IDV's position as the world's largest o S N

wines and spisits company by

volume. This was driven particularly ACL’]UiSitiOHS and iOillt ventures

by {DV's three major worldwide
brands - J&B Rare, Sanenoff and

Bates s = which all recorded volume and distribution netwo rk
growth.

strengthened IDV’s brand portfolio

BRAND STRENGTHS
IDY has more leading beands m the
world’s top 1043 sparits than any
other compant.

Sreszott hinished tour perwent
ahead of Lisr year and mamtamed ats
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WITH PARTICULAR ABPEAL TO YOUNGER
ADULTS, MALIBU CONTINUED 173
EXCELLeNT GROWTHIN THEUS = HOW
THE WQRLD'S LEADING MARKETFOR
THE BRAND
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DV has more leadirig brands in
the world’s top 100 spirits than
any other company

position as the wortd's Jeadmg vendka
brand and second largest spirit. it
advance was drven i pasmicalar by
growth in deseloping markets,such
1 Brantand Tascern Europe, Sales
the US and Canada increased 1n
volume, w hile Smirnoffis nov ihe
leading vodka brand in nine our of
the twelve countries of the European
Communty,

J&B Rare volumes were
marginally up on the previous yearin
a declining Scotch market. The most
significant valume gains were in
France, Greece and Brazil,

Bailevs Original frish Cream grew
sales volumes further and its share of
the hiquenr category 15 esumated to
have increased 1o 7.5 percent.

While recession in some markets
such as Germany resulted ina
margmal volume decline, Barleys
Onginal achieved growth in s key
machets — US, UK and Spain. With the
<uccessful LS launch of Baileys Ligzht,
the overall Baileys brand achieved a
one per cent volune grow th,

BRAND DEVELOPMENTS

IDV"s strategy of developng new
trands i growih caregones
contmued 10 meet with great success.

Sheridan's, the new Irish Coffee
hiqueur from the makers of Baleys, is
gENCTANNE AN EXCIING FCSPLNST 1 the
1S, UK and Germany.

Goldschlager, 2 new cinnamoa-
flavoured schnapps complete with
24 carat gold Aakes, 15 showing
encouraging resultsin US test markets.

Jose Cuerve 'Ritas, single seeve
TATEANLAS, WeTe recently rolled out
natonally in the US, achieving very
positve results, with sales of one
mhon cases during the year.

NORTH AMERICA

In the US and Canada, where the
spanats industey dechined, overall
1DV volumes grew by siv per cent,
while margms fell shghtly due o
hagher proportion of wine sales.
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St Popos, Batleys and Jose DRINK S
Cuers all mpraved, as did several

retonal brands such as Yukon Jack

and Chrstian Brothers braady.

Growth m IDV?s three majar vindha

brands - Smienoff, Popov and

Absolut — further consolidared it

feading position i the US vodka

Catepur. 1OV'S STRIKING NEW S4B JET
GAINED IHTERNATIONAL ACCLAIM
DURING THE YEAR

U wine brands contnued their
strong growth, with particularly
good performances from Inglenook,
which was 12 per cent ahead, and
Blassom Hill which increased
wight per cent over last year.

Just after the year end,

Vin & Sprit, the Swedish owners of
Absalut vodka, advised IDV that the
arrangemeat tor US distribution o
Absolut would not be renewed after
Seprember 1994, Thiswas SUFPIISING
after the vutsianding growth of the
brand over the past 13 years, The
foss will not have an adverse impact
on 1DV unl the 1495 finanaial year.
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EUROPE
Although trading conditions in Europe
continued to e difficulr, wath limuted

priving flesibiliy, oweral] operanng
profit imwreased by nine per cent,

InSpain, J&b Rare held volumes
v bine with last vear and mantamed
its strong market leadership, o ey Ao
Baleys, Smiraoff and Mahibu each

o
s

mereased valumes,

nep d \
: . e o /T AT, Lo s S ; i S e
s hoth Germany and France, tota! LA N o %, “%ﬁ&f 5
. “ 2 e, q L L L AT % i
o volumes mprosed. devenby [T HE T DAV S R
T R TR S T AL e bt et R
strong performances by Metavain BN SEAN mw.fs:{!f:z%;:w;@f—'* ,&%‘@ : et

Germany, and J&B Rare i France.

- ¢ JOSE CUERVO CONTINWED TO GAIN

. ! i P
In the UK, IDV achieved revord e omMES AiD MARKLT SHARE I
profic despire the recession. Bailevs THE US. SUPPORTED BY A PROGRAMME
prew nie per ceng 1o ts highest sales OF HIGHLY POPULAR SPONSORSHIP,
‘ . ANCLUBING BEACH VOLLEYBALL

yet, as did agency brand Jack Damel’s,
which now holds "0 per cent of the
American whiskey markerin the UK.
Archer's Peach County Schnapps
sales were 1+ per centup.

AFRICA AND LATIN AMERICA
Both sales vorlumes and operating :
profit i Africa and Latin Americd
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DRINKS were signiiicantly ahead ot Bast vearn,
despate recessionany cotaditions im
muost mackers,

In Brazl, IDV conunaed to
strenggthen sts trading posinon with
volumes up 17 per cent, reaching seven
million cases, Dreher hrandy, one of
the world’s tap 20 spiric brands,

IN BRAZIt, DREHER BRANDY ACHIEVED increased volumes by 24 percent,
MAIOR GROWTH, CONFIRMING IT$
POSITION AS ONE OF BRAZIL'S

LEADING SPIRITS BRANDS volume growth of more than 30

per cent o half a million eases.

In Nigeria, Chelsea gin showed

; T S B FA RS S A S R
¥ 3 AR A SAN) Rt b e A i3 e
h @ \ “‘ 5 “ti' ; '%f\ O T g stk s ”{{% ASIA PACIFIC

tDV today operates in 14 counrries in
the Asia Pacific region, adding India,
Korea and China during the year,
Sales volumes were approximarely

40 per cent ahead of last year, with
significant gains in Japan and the
Philippines. In Japan, Le Piat d'Or
and Wild Turkey performed well,
while in the Philippines, Gilbey's gin
volumes mereased by nearly 50 per

T S

L 44
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F L e R G R STRATEGIC DEVELOPMENT
i s Acquisitions and joint ventures
contued to strengthen 1DV brand
portiohio and distribution network.

In Europe, the Buton acquisition
brougnt with it Iraly's largest spicit
brand, Vecchia Romagna and
significantly increased 1DV’
distribution capability i the country,
The 30 per cent investment in
Gonzilez Byass further inproved
ID\"s distribution in Spainwhile
building the worldwide distribution
of the Tio Pepe sherry brand.

In the UK, TDV"s joint venture

,M,,'..
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R
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THE ACQUISITION OF GLEN ELLEN,

A LEADING US 'VARIETAL . .
STRENGTHENS [DY*S EXTINSIVE with Robertson & Daxter roacquire
WINE PORTFOLIO the North Brinsh Disullery

Company will safeguard the supply
of top quality grain whisky for J&3
Rare and will enhance carnings.

Tn the US, the acquisition of two
Califorma wine brands, Glen Ellen
and M G \allejo, whicharein the
growing moderately priced varietal
segment, will strengthen further
T\ US wine business,

20 ARANG METROPGUTAN At Ay REPGRT *943



Elewhere, dustnibution
agreements were reached through
jruntsentares n Chile and in the
Eastern Caribbean, where 1DV also
acored a 30 per cent interest m the
Cockspur rum trademark and
worldwide distribution fur the brand,

DA has recently announved an
AGLeemient to acquire a 21 per cent
sharcholding in the world's largest
independent champagne house,
Laurent-Perrier.

DEVELOPING MARKETS

IDV has moved quickly o capitalise
on the virtual redefimuon of the world
spirits marker which has oceurred in
the past year, The new aceesaibility of
Eastern Europe and the growing
atfhuence in both Laun America and
Asia has more than doubled the
porential world spirits market to an
estmated 1.2 billion cases. [DV has
already made significant progress in
these emerging markets, parucularly
in Eastern Burope and Asia.

Russia has become IDVS tilth
Laggest world market for Smurnofl,
with sales growing tw over 611,000
cases m the vear, Agreements for
vodka production in Russa and
Paland, as well as new enmpanies in
uther Eastern Evropean countries,
strengthen 1DV™s position for further
growth in the region,

With joint ventures m Korea and
India and a new operating company
for China, IDV now hasa presence 1n
the key growth markers in Asia, The
growing trend 10 India towards
lighter coloured spiits represents
particular opportunites for [DV's
brand portlolio.

FUTUSE STRATEGY

IDV"s strategy of developing a
portfolio of premium brands and
extending its fronniers snio new
markets has served it well, Contunued
commetment to these abectives wall
provide the man souree ot turdre
develspment and profic groweh,

QELOW-

BOMBAY SAPPHIRE HAS JOINED
THE HIGH FLIERS = HOW AVAILABLE
QN BRITISH AMRWAYS CONCORDE
AND FIRST CLASS SERVICE
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DRINKS

OVERLEAF,

SMIENOFE'S HIGHLY ACCLAIMED
GLOBAL ADVERTISING CAMFPAIGN
i$ NOW IN OVER 40 MARKETS AND
HAS WON A HUMBER OF AWARDS

£t i
A
A4 1?"3;;,*:

IDVs results were achieved rhrough

organic growth, strategic acquisitions

and the development of new brands

and new markets



FINANCIAL REVIEW

GEOGRAPHICAL ANALYSIS
OF TURNOVER FROM
CONTINUING QPERATIONS
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The US economic
recovery is under way
and the UK economy
appears to be in the
early stages of
recovery
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1993 was another clhallenging year
for GrandMer, with businesses
conrinuing o experience tough
conditions in the major markets of
the United States, Continental
Europe and the United Kingdom,
However, the US economic recovery
iy underway and the UK economy
appears to be in the early stages of
recovery, although the Continental
European cconomies, particularly
Spain, France and Germany are still
in recession. At this stage, the pace
of recovery of the major economies
remains upcertiin.

GrandMet's 1993 results were
significantly affecred by the
strengthening of the LIS dollar, the
average US dollarfsterling exchange
rate moving from $1.81 to S1.52,
The impace of this and other
curcency translation movements was
10 increase operating profit before
exceptional items by £11+4 million
and profit before exceptional irers
and tax by £73 million, The year

OPERATING HIGHLIGHYS
Turnover

Continuing operations
Discontinued operations

EE tREIo.e 2o ATt = =

Operating profit before exceptional items

Continuing operations
Discontinued operations

Peofu before exceptional iems and raxauon
Exceptional (costs)fincome before taxation

Profit before taxarion

Earnings per share before exceptional irems
Earnings per share includimg exceptional irems

Dividends per share

end US dollar/sterling exchange rate
moved from $1.78 (o $1.50,

REVIEW OF RESULTS AND
SHAREHOLDERS’ RETURN

This year’s profit and loss account
{see page 42) has been presented in
a columnar format which separately
identifies exceptional items. The
directors consider that this
presentation gives a useful
additional indication of the group's
underlying performance.

Change In accounting policy

In June 1993, the Accounting
Standards Board issued UITF
Abstract No. 9 = Accounting for
operations in hyper-inflationary
economies. GrandNet's Brazilian
drinks company is the only material
subsidiary which falls within these
guidelines. While GrandMer
previously translated this company’s
resnles using the dollar as the
funcrional curreney, in compliance

e e 10931992
£7,637m £6,575m
£483m £1,338m

o A8 20m  £7,913m
£958m £808m

£77m £12%9m

L £10dsmo o £93Fm
£916m £859m

£{286)m £54m

£630m £913m

29.7p 28.4p

20,0p 30.3p

13.0p S d2.3p



with the UITF Ahstracr, the exchange
translation mosement resulting from
this ranslation process is now
charged against operaning profit,
whereas previously it was taken ro
reserves. The effect of this change in
accounting policy was to reduce
1993 operating profit by £24 million
1992 - £12 million} of which

£8 million 11992 - £4 million?
related to minarity interests, The
previous year's profit and loss
account has been restared
ageordingly, The change had no
impacr on the balance sheets.

Turnover and operating results
Turnover from conrinuing
operanons increased by 16 per cent,
from £6,573 million o £7,637
millton, whle operating profic from
continuing operations, before
exceptional items, increased by 19
per cent from £808 miltion to £958
millon. Excluding the beneficial
effects of currency translarion,
turnover from continuing operations
increased by two per cent and
operating profit before exceptional
itemns inereased by four per cent, A
detzited analysis of the group's
operating performance is given m the
Operating Review on pages 8 to 21,

Interost

The net interest charge, before

exceptional items, increased

from £94 million to £143 million,

due mainly to the unfavourable

unpact of eurtency translation,
Excluding the effects of

exchange, the interest charge

before exceptionals was three per cenr

higher than last year. This increase

FINANCIAL REVIEW

resulted from the application of the
group’s hedging policy to maintain the
sterling value of the group's overseas
net assers (see *hedging policies’

on page 29). Hedging the group's
US assets resudied in a lower benefit
than the previous year due to the
narrowing of the dollar/steeling
inzerest rate differential, and with
sterling interest rates generally falling
below European rates, a cost was
incarred as a result of hedging the
group’s European assets. These
adverse hedging effects more than
offser the interest benefits accruing
from proceeds from the sale of
businesses, and accounted for the
increase in the interest charge at
CONSLANT CUFFERCY rates,

Interest cover decreased from
10.1 times 1o ™4 1imes, However, if
results were translated using the same
exchange rates as the previoas year,
interest cover would be 9. times.

Profit before excoptlonal items
and taxation

Profis before exceptional irems and
taxation {PBET) increased by £57
million to £916 million. Excluding
the effects of currency wranslation,
PBET decreased by two per cent, due
to the short-term dilutive effect of
disposals,

Taxation

The underlying taxanon rate on
profirs before exceptional items
was J2.4 ner cenrt, i line with the
previous year, The effect of the
increase of the US federal tax rate
from 34 per cent to 33 per cent on
Isr January 1993 was offset by tax
settlemenes i the US which were

QOPERATING PROFIT
FROM CONTINUING
OPERATIONS, BEFORE
EXCEFTIONAL ITEMS
£ million

INTEREST COVER
times

TAK, AN

GRARG WIRTOTOD L AN A

PROFIT BEFORE
EXCEPTIONAL STEMS
AND TAXATION

£ mitlion

B, UFE- 0¥ 7993 2%



favourable to the tax provision.

Looking to the future, the new
US earnings stripping rules place
tight limits on interest deductibiliey
for US foreign-owned companies,
On current projections, the limirs
will not affect any of GrandMet's
US subsidiaries, although they could
reduce flexibility in financing future
acquisitions.

GrandMert continues to have an
ACT surplus but, while this has a
eash flow effect, the surplus remaing

* significantly less than the deferred
tax lability and hence there is no
need to write off any ACT.,

Exceptional ltems

Exceptional freins comprised theee
major items and certain other
disposals, as shown in the summary
table helow,

Reorganisation costs of £175
million were charged againse
operating profit. The reorganisarion
is expected to reduce significantly
the group's enst base, parsicularly
within GrandMer's US businesses.
Benefits of the restructuring
programme wil arise progressively-
over the next rwo years, and are
expected to give rise to annual
savings of £80 million, Of the total
£175 million, approximately {80
million will have 2 cash impacr and
the remainder relates to asset write

Reorganisation costs

Brick Lanc/other UK properties
Reeail beteing/Witliam Hill
Qther disposals

Total exceptional irems

26 GRAND METROPOUTAN ANNUAL REPORT 1993

downs, partcularly within Pearle,
where a number of unprofitable
stores will be ¢losed.

In addition, the direcrors
reviewed the caerving costs of all
the group’s assets. Because of the
uncereain UK property marker, it
was considered prudent to provide
against certain UK properties which
were retained after the businesses
for which they were used were sold.
The largest of these *residual
properties was the former brewery
siteat Brick Lane, A provision of
£50 million, representing
approximately 50 per cent of the
previous book value of these
properties, was charged against
operating profit.

Provision was also made against
amounts ewing from The Witliam
Hill Gronp Led in respece of the
sale in 1989 of the group's forimer
retail beuing operations. Part of the
consideration for this sale was
deferred for approximately one
year, As this deferred consideration
plus accrued interest remains
outstanding, full provision was
made against the £66 million duc
at 30th September 1992, which
included £22 million of interest. No
credit was taken for interest in the
vear to 30th September 1993,
GrandMet is strongly resisting a
separate claim by William Hill tha
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the toral consideration should be
teduced. The dispute is being
considered by an independent
expert accountant, No determination
of the chaim is expected for several
months, and £20 million has bean
charged to sale of businesses to
cover costs associated with the
dispute, of which £6 million has
already been incurred,

Other disposals, which included
the group’s stake in the US flour
milling joint veniure with ADM,
generated profits of £25 million.

The tax credit on exceptional
items was £86 million, rcp}eseming
an effective rate of 30.1 per cent.

IR
*~The tax benefit was reduced by the

propersy write downs having, in
general, no tax impact.

Earnings per share

Earnings per share fell from 30.3p
to 20.0p, as & resule of this year's
excepiional items. Earnings per
share before caveptional items
increased by 4.6 per cent from
28.4p to 29.7p.

Dividends

Total prafit for the financial year
after deducting taxation and
minority intercsts was £413

million, compared with £616 million
for 1992, The recommended
dividend for the year is 13.0p per
share, representing an increase of
3.7 per cent over last year. The
annnal dividend is covered 2,3
times by profit for the year before
exceptional items, The votal cost of
the dividend is estimated ac £24%
miliion, leaving £164 million o be
transferred 1o reserves,



REVIEW OF BALANCE SHEET AND
FINANCIAL RESOURCES

The group’s balance sheet was
signibicantly atfected by currency
transtation effects, particularly the
effect of the US dollar, As 4 resulr of
GrandMet's hedging policy, whereby
overseas capital employed is matched
by overseas borrowings and currency
swaps, the strengehening of the
dollar increased both capital
employed and borrowings. This had
a derrimental effect on the wearing
ratio, which moved from 64 per
€ent to 73 per cent, bur had linle
mpact on overall neg assets.

The sale of Chef & Brewer since
the year end has had a comsiderable
impact on the group's halance sheet
and has improved the gearing ranio.
The cash proceeds tor the disposal
were received on Lsr Noverber
1993 and cthese, together with the
associared transfer of debt, reduced
ner borrowings by approximarely
£700 million,

Despite the adverse cconomic
climate, GrandMet continued to
mvest considerable amounts in
promoting its brands, with
advertising, marketing and promotion
expenditure for continuing operations
reaching £879 million in 1993, The
directors have appraised the valye
of the group’s brands as part of the
annual review process, and consider
that no reducoon in value has
occurred. Over 73§ per cent of the
value of intangible assets 15
represented by qust three brands,
Pillsbury, Burger King and Smirnoff.
Since only muyor brands aguired
after Ist January 1985 are recorded
on the balance sheet, brands suck

as Baileys and J&B Rare are
excluded, despite representing
considerable value to GrandMer,
The increase in intangible assets,
frorn £2.492 miillion o £2,924
million, was entirely due to exchange
faccors, no major hrands being
acquired in the year,

Inntreprencur Estates Limited
GrandMet has a 50 per cent
shareholding in Inntreprensur
Estates Limaeed (JFL), a joint
venure company in which
GrandMet and Courage merged
their former tenanted pub estarces.
The group's share of IEL's losys
before tax for the vear was £9
million compared wih £14 million
in the previous year,

IEL's financing asrangements
require an annual property
valsation, The valuation as ar 30ch
September 1993 revealed a deficut
ot £160 miltion. GrandMet's 50
per cent share of this deficit,
amounting to L8Q miilion, was
deducied from the group's
revaluation reserve relating ro IEL
pubs and is mcluded i the
statement of total recognised
gains and losses (see page 43),

IEL is obliged under its financing
arrangements to maintan a cerrain
specified loan 1o asset ratio. On 15t
October 1993 this level was reduced
from 65 per cent to 57.5 per cent.
GrandMet and Courage are
required to inject funds if necessary
to reduce the loan 1o asset ratio 1o
the required level and, since 30th
September 1993, each shareholder
has vontributed L85 mitlion to TEL
for this purpose,

EARNINGS PER

DIVIDENDS PER

SHARE SEFORE SHARE

EXCEPTIONAL
iTEMS
pence per share

pence per share

GEARING
per cent

]
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Rewlew of cash flow

Nert cash flow from operating
activities increased from £871
million in 1992 to0 £1,320 million
in 1993, Working capital accounred
for approximately £300 million of
the improvement, of which
approximately £150 million arose
from the clearance of wmporary
1992 stock increases at areen
Giant and drinks businesses in

the US. Tn addidion, the improvement
in operating cash flow reflected the
very strong emphasis that has been
put on internal cash generation, as
well as the increase in operating
profit.

Net interest and tax payments,
which includes dividends from
associates in the summary table,
increased from £345 million 10
£460 million, due mainly to an
increase in US tax scutlements
which reflecred timing differences,
together with the higher interest
charge.

Capital expenditure was tightly
controlled, and decreased from
£345 million 1o £264 million. This
was largely due ro reduced
expenditure within the Food scctor,
which saw the completion of several
projects undertaken following the
Pillsbury acquisition. These included
the commissioning of a new
Haagen-Dazs plan in France,
which was progressively urilised in
1993 and has increased capacity
and cost effsciency.

Utilisarion of acquisition and
disposal provisions fell from £164
million to £127 milkion, reflecting
reduced expenditure against the
provisions established on the sale of
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Cash flow and net borrowings movement v993 1992
T
Cash from operating acrivities 1,320 871

Interest and taxation {160) {3435)
Capiral expenditure (264) (343)
Sale of fixed assets 30 77
Acquisition and dlsgwswl pm\'asmn p:l\'mcnts‘ (127} ‘ {163}
Free cash flow i 499 94
Dividends paid {244) {218)
Net {acquisitionshdisposals 10 269
Net cash inflow before financing 265 145

Shares issued 32 85

Long term borrowings te acquisitions/disposais - 58
Capital clement of financeteases .8 .0
Net cash inflow 291 i68

Exchange movement . e {10)
(lncruasc)’dccrc@sc in net borro“mgsw (383) 158

i

brewing and service restaurants,
Following the sale of Chef &
Brewer, such provision utilisation is
expected to fall further next year.

Free cash flow, which represenis
the cash available for the payment
of dividends, net acquisitions and
financing items was £499 million,
compared to £94 million the
previous year.

The group generated net disposal
proceeds of £10 million. This reflected
cash payments of £269 million in
respect of add-on acquisitions such
as Buton and Gonzilez Byass in
the Drinks sector and Knack &
Back in the Food sector, offser by
disposal proceeds of £279 million,
of which the largest part related to
the sale of Express Foods, This
compares to net disposal proceeds
of £269 million in 1992, which
arose mainty from the disposal of
the Express dairy businesses. After
deducting £244 million paid in

T N P

respect of dividends, the net
cash inflow before financing was
£265 million, compared with

“£145 million in the previous year.

Movement in net borrowings
After deducting financing items of
£26 million, the nex cash inflow was
£291 million, which reduced net s
borrowings to £2,150 million before

the effects of exchange. Exchange

effects added £674 million to

borrowings, bringing closing net
botrowings to £2,824 wiillion.

g

Funding

The grore’s net borrowings of
£2,82% n\len at 30th September
1993 co‘}iq ised total borrowings of
£3,173 mitilon, offset by cash and
bank deposits of £349 million,
Borrowings due after more than one
vear totalled £3,032 million, of
which £1,661 million were in the
form of commercial paper and



ather borrowings which would
atherwise have been treared as due
within one year, bur were classified
according to the maturity of
available back-up committed
facitities, £991 million ot
borrowings wel.. due aiter more
than five years.

GrandMet's policy is to diversify
its funding by macurity and source.
US bord issues in 1991 and 1992
successfully raised $1,700 million to
replace shorrer term commercial
paper and banking facilivies.

At 30th September 1993, the
group had over £3,000 milion of
commirtted credit ficilities, with
maturities ranging throogh to 1997,
and substantial uncommited
facifities. After allocation w support
the commercial paper programme
and certain other borrowings,
approximately £1,350 mitlion of
the commitred facilities remained
unused. Unused facilities are
teviewed regulacly and are
maintainzd at a peudent level 1o
cover variability in borrowings due
to seasonal factors and to allow for
stnall strategic acquisitions,

HEDGING POLICIES

As far as is reasonably possible, the
group matches overseas capical
employed with acrual overseas
borrowings and currency swaps,
with the resulr thar the majority of
the group’s net debt is denominated
in US dollars. This pelicy aims to
protect the sterling value of
sharcholders' funds, but, as illustrated
in the analyses on pages 25 and 27,
results in significant volaohty in
reported interest cover and geating,

A large proporrion of foreign
currency transactional flows are
hedged by the group treasusy
department, usually within a rwelve
month timeframe, but futare foreign
currency prafits are not hedped.

GrandMet maintains a high
percentage of fixed rate debt
through iszuing long-term fixed rate
bonds and utilising interest rate
swaps. This serves to increase the
accuracy of the business planning
process and 10 help manage the
inrerest cover ratio, which
GrandMer aims 10 maintain at 3
ainimum level of five times ona
tong terin bisiss ks =f 30th
September 1993, the group bad
fived rare notes and debentures
totalling £1,202 milfion, on which
the interest rare was fived ac a
weighted averige rate of 8.1 per
cent for an average term of 10.7
years, In addirion, interest rate
swaps were responsible for fixing E
the weighted average interest rm;,f;"
on £1,200 million of borrowings at
7.69 per cent for an average term of
1.7 years.

The directors review and agree
the broad policies and guidelines
for all significant areas of treasury
activity, including key ratios;
objectives, group funding and risk
management,

DRALS METRIENL PAN ARG LAY

GECGRAPHICAL ANALYSIS
DF CAPITAL EMROYED

As far as is reasonably
possible, the group
matches overseas

capital employed
with actual overseas
borrowings and
currency swaps
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COMMUNITY

THE UR'S FIRST BURGER KING
ACAQEMY, PROVIDING SPECIALIST
EDUCATION FOR TECNAGE TRUANTS IN
TOWER HAMLETS, EAST LONDON,
OFENED IN JULY 1593
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The fundamental aim is to contribute
ictively to the prosperity of the
communities in which we operate
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The GrandMet community strategy
detarded in fast yeac's Annual Repont
continued n 1993, The fundamental
amm s to contrbure actively 1o the
prosperity of the communities i
which GrandMer operates,
demonstrating a leadership rolein
helping others to help themselves.
The goals are 1o develop a better
educated and more comumnitted
workforce for the future, create
thriving communicies and develop a
more prosperous market for patential
CONSUMErs,

To achieve this aim. GrandMet
concentrates the majority of fts
projects in carefully defined areas of
community fogus, Charitable
donations benefit communites both
through direet financial support and
donations in kind. Employee volunteer
efforts in community activities are
alsa encouraged.

COMMUNITY FOCUS

GrandMer's community focus is to
idennfy, develop and support
programmes which empower
wdinduals, particularly youny
people, to achieve self-sufficieiicy.
The emphasss is on the education of
disadvantaged young people and
traimng them for work.

United Kingdom

The GrandMet Trust, since its
creation in 1981, has become one of
the country’s leading employment,
traming and guidance orgamsations.
In 1993 its one hundred thousandth
tramee was enrolled and ity avtwork
of 106 trammng centres achfeved 275
per cent positne outcome raze for its
*back tework® programmes.

Burger King Acadenucs provide
students who are vulnerable 1o
droppng out of school, with an
opportunty 1o resume their
cducanion and become productive
memboers of society, The first Burger
King Academy in the UK was opened
in g arnership with Ciues in Schools



m July 1943,

The Foyer Federauon tor Youth
was kiunched by GeandMet and
Shelter, the UK chanity for the
homeless, to help young people at
nisk of bemng trapped in the vicious
cieele of *no liome, no job, no
home', Centres provide living
quarters, training and help with
finding a jok, all under one roof. Itis
the first national initiative bringing
together p-ivate, public and
voluntary sectors to address the
training and accommodation needs
of young people.

In October 1993, GrandMet won
a*Dragon Award' for the
development of the Foyer Federation,
These are awards from the Lord
Mavyor of London for business
uitianves to regenerace focal
commumucs in London,

United Stoates
KAPOW : Kids and the Power of
Wark ' an educationfrolunteer
programme, mtroduces elementary
schuol children to the world of work.
The programme reaches aver 4,500
students each vear, uttlises over 300
volurteers and forges parinerships
hetween local sehaols and basinesses.

The Comir. mity Job Traming
Centre, tinated by GrandMerin
partnership with the Amenican ndian
Opporstumities Industerhsation
Centre, is an employment and
training organisation based in
Minneapolis. Teoffers carers
counselling, trainmg programmes
and employment preparation (o
young and unemployed people.

In partnership with Cibes
Schools, 32 Burger King Acadeoues
have npened i the US,

CHARITABLE CONTRIDUTIONS
Chartable contributions form
significant part of the group’s
communiry strategy by supporting
sty setfsulficiency programmes,

»

11 the UK, the GrandMet

COMMUNITY

ALLEN CHURCH, ANALYTICAL CHEMIST AT
HEUBLEIN AND KAPOW VOLUNTEER, USED AN
EXPERIMENT IN MIXING COLDURS TO "DAIZLE

TWO FOURTH-GRADERS FROM MARK TWAIN
ELEMENTARY SCHOOL IN HARTFORD, CONNECTICUT
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HAH THE FRINCE OF WALES MET RESIDENTS
IN THE GRAKDMYT TRAINING CENTRE AT
THE OPERING OF THE GATEWAY PROJFCT,
A RESYIDENTIAL AND TRAINING CENTRE

FOR YOUNG PLOPLE IN SOUTHWARK,
SOUTH LONDON
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COMMUNITY

AN EMPLOYEE'S CAR, EMBEDOED IN PICTURED LEFT TO RIGHT ARE
BURGER XING'S HEADQUARTERS BUILDING SIR ALLEN SHEFPPARD, CHAIRMAM;
BY HURRICANE ANDRIW IN 1992, 1% M ADAMSON, CHIEF EXECUTIVE,
REMOVED DURING THE REDEDICATION BURGER KING AND GEORGE BULL,
CEREMONY IN SEPTEMBER 1993 GROUP CHIEF EXECUTIVE
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Burger King and its Miami headquarters’
employees were leading volunteers in
helping the South Florida community
recover after Hurricane Andrew
devastated the area

Charitable Trust is the primary
vehicle for the group's charirable
giving, Donations are channelled toa
variery of UK charitable organisations,
Major recipients include Cities in
Schools, the Civie Truse, the Foyer
Federation for Youth, the Irince’s
Youth Business Trust and Business in
the Community,

[n the US, the Heublein
Foundation's contributions have
supported the Arts in Education
programme for disadvantaged
minority youth and the Drugs Don'’t
Work organisation. The GrandMet
Food Sector Foundation donates 10
the Unieed Way, Second Harvest
Foodbank and other non-profit
organisations that provide vital
social services for the disadvantaged.

VOLUNTEERISM

Volunteetism by current and retired
employecs and their famulies plays
a significant rote community
projects. GrandMet believes
volunteering offers as much to its
craff as it does u the beneficiaries
of their intiatives.

In the UK, GrandMet has
commenced a three year sponsorship
of the nanional Employees inthe
Community Awards to recognise
companies which suppor: and
encourage cmployee cOmmMunity
invalyement.

1n the US, in addition to KAPOW,
programmes include Pillsbury
retirces' Golden Ambassadors and
REACH, Recognismg Employee
Actions in Community Help,

GrandMet's initiatives are
recognised in both the UK and U5 as
models for corporate volunteerism.



ENVIRONMENT

Last vear's Annual Report described
a number of environmental policy
guidelines which were to be
introduced for all subsidiaries.
These included: every Grandiiet
company having a published policy;
a *bevond compliance’a pproach to
environmensal programmes; the
promotion of international best
practice in developing sound
operating procedures and an
on-going examination of all existing
operations and processes of
manufacturing and distribation.
Following is a review of progress
made durnng the year.

¥ Environmental policies have aow
heen published which cover all
subsidiarics.

& ‘The Food sector has evolved its
‘heyond comphiance’ programmes
inco a new theme of Enviconmental
Excellence focusing on proactive
environmental management Systems.
In the US, chemical releases reported
under goveenment programmes
contin e to decline, assisted by
improved control systems at Alpo
and Green Gian. Theise of gaszous.
chlorine for water disinfection will
hase been climinated at ali sites in
North America by the end of 1993,
European food facilities will have
climinated all gaseous chlorine usein
1994, Solid waste recycling
programmes at food manufacturing
facilities have resulted in the
recycling of 32 per cent of plastics,
81 per cent of cardboard and 94 per
cent of metal waste. Overall, waste
generation has been reduced 15

per Cent year on year.

1 The Drinks secror also applies
evcellence to the managen<nt of its

environmental initiatives. Reviews
have been completed at all major
production facitities, leading ro
improvad measurement and
management of environmental
matters. IDV Europe continues its
programme of improving effluent
treatment systems, with facilities in
scotland and Portugal recently
upgraded. Plans arcin placeto
respond to the stringent regulatory
programmes being introduced in
Europe. In the US, spirits production
facilicics are continuously improved
in advance of developing reguiations
on the management and contol af
volatile compounds.

©i Energy policies now existin all
businesses. Although energy tracking
data 1dentifies GrandMer businesses
aslow energy users, further
conservation opportunitics are being
found and applied. Burger King. for
example, hasta rgeted energy
reduction of up to 30 per cent in its
outlcts.

In addirtion 10 upgrading
production systems, the focus has
been on preventative programmes
that emphasise sound management
and training and the avoidance of
pollution and waste.

An environmental Task Foree,
entircly comprising representatives
from the businesses, has recently
been established, With the
environmental framework in place,
this new structure will place the
management and accountability for
environmental mareers firmly in the
control of the businesses.

The focus has been
on preventative
programmes that
emphasise sound
management and
training and the
avoidance of
pollution and waste

}5&B LAUNCHED
At INNOVATIVE PROMOTION, *CARE
FOR THE RARE", DESIGNED TO ASSIST
IN THE PROTELTION OF ENDANGERED
SPECIES ARQUND THE WORLD
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BOARD OF DIRECTORS

LEFT TO RIGHT, STANDING SIRIOHN HARVEY-JONES MRE,
PROFESSOR DR GERTRUD HOHLER, SIRCOLIN MARSHALL,

IAN MARTIN. SI% ALLEN SHEPPARD, DAVID TAGG, GEQRGE BULL,
JOHN MCGRATH, DAVID SIMON CBE RICHARD GIORDANO XBE,
LEFY YO RIGKT, SEATED: PETER CAWDRON, DAVIO HASH
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1AN A MARTIN

Deputy Chairman

Joined Watney Mann & Triaman Brewers
in 1979, becoming Chairman and Chicf
Exceutive in 1982 Appainted to the
Board of Grandhetin 1985 and held the
position of Group Managing Ditector
"nd Chief Operating Oificer from 1991
until Seprember 1993 when ht was
appointed non-executive Deputy
Chaieman, Heisa nOM-EXCCUNive
Jdirector of Granada Group and St Paul
Companics (USA) and an International
Teustoe of the Duke of Edinburgh’s
Award [nternational Association. Age 35,

DAVID NASH

- Chairman and Chief Exeentive, Faod Sector
foined the GrandMet Board in December
1989, having previously worked in
hmperial Chemical Industrics and
Cadbury Schweppes. He was Group
Finance Dircctor until December 1993
whenhewas appomited Chairman and
Chief Exccutive, Food Sector. Hesa
nan-executive dirsctor of Investment
Managemsnt Regulatory Organisation
(IMRO), and Honorary Treasurcr of the
National Association of Boys Clubs and
the Prince of Wales® Business Leaders
Forum. Age 53.

{Commutiees 3.4

DAVID E TAGG

Group Services Director

Jomned Watncy Moann & Truman Brewers
"as Personnel Director 19 1980, Appornted
w0 the Board of GrandiMetn 1938, He'is
responsible for the group’s property-
corporate affairs, human FCSOUTCES,
informarion systems and legal and
company ceeretarial functions. He s
Chairman of Grand Metropohtan
Community Services and Chairman of
the Group Pension Fund, Heis 2
non-executive direstor of Storchouse,
Chanpanof Eatt London Partneeship
2nd a dircctorof 2 aumber of chartable
and other organisanons. Age 53
IGCommittecs 3

BOARD OF DIRECTORS

JOHN B MCGRATH

Chairman and Chuf Execntive, Dritks
Sector

Juined Watney Nann & Truman Brewers
as Group Director in 1985 and appeinted
Managing Director in 1986. Appointed
Joint Managing Dircctor of 1DV in 1988
and Managing Director and Chief
Operating Officer in 1991, Appointed 10
the Board of GrandMer and made Chief
Executive, Drinks Sector in 1992.
Appointed Chairman, Drinks Sector
Septamber 1993, He was a prime mover
in the creation of the Poriman Group and
s a director of ‘The Scotch Whisky
Associaticnand 4 non-executive director
of Cookson Group. Age 33

[Commtrees 3,4)

PEYEREB CAWDRON

Group Strategy Development Direcior
Joined GrandMet & 1983 as Group
Planning Director and became Group
Strategy Development Director in 1987.
He is responsible for the development of
group SIrategy and for she business
development of GrandMetand its
subsidiaries. Appointed to the Board of
GrandMetin 1993, Heis a non-executive
Jirector of Compass Group. Age 50,
{Commitices 34)

SR JORN HARVEY-JONES MBE

Was Chairmanof Imperial Chemical
Industrics from 198210 1987, having
joined thatcompany in 1956 from the
Royal Navy, He is non-executive
Chairman of The Economist Newspaper
and a member of a number of charitable
and other organisations whilst being
decply involved in writing and lecturing,
Appointed a noneexecutive director

of GrandMetin 1983 and held the
position of Deputy Chairman from
1987 to 1991, Age 6%

{Commitices 1,2,5%

PROFESSOR DR GERTRUD ROHLER
{Germany}

Muanagement Consultant, Hibler
Consicltants

Founded Berlin-based Hohler
Consuliants in 1985, Her clients include
the majority of the 50 Jargest companies
in Germany, Serves on advisory councils
for the German Federal Defence Ministry
and the German Federal Ministry for
Research & Technologys She has written
14 books and reccived the Konrad
Adenauer Prize for Literature, She has
been Professor of General Literary
Srudics and German Studies ar the
Universiy of Padechorn since 1972,
Appointed 3 non-cxeeutive direcror of
GrandMet in 1992, Age 52,

{Commatiee 1)

SIR COLIN MARSHALL

Chairnsan, British Airways

joined British Airways 1is Chitef Executive
\n 1983 and became Chairman in 1993,
having previously held positions in Sears,
Avis and Hertz, Cucrently a non-
executive director of HSEC Holdings,
1BA United Kingdom Holdings, Qantas
Airways and US Ain Appointed a
non-execunve ditector of GrandMetin
1988. Age 6.

{Commitrecs 1,2}

DAVID A G SIMON CBE

Group Chicf Executive and Deputy
Chairman, The British Petvoieron
Company o

Joined B in 1961 and 1n 1982 beeame
Chicf Executive of BP Oil International -
BI's worldwide oil refining and
marketing group. In 1986, appointed
Managing Direcror, BP Group, joining
the main board with responsibility for
finance and Europe. Cuyrently Charman
of BP Exploration, BP Oil and BP
Chemicals. Heis a member of the
Intetnational Advisory Council of
Deutsche Bank and Allianz AG and has

 been re-appointed to the Sports Council.

Appointed a non-execurive director
of GrandMetin 1989, Age 5.
[Commitiees 1,2°)

BOARD COMPITTEES

1. Apprusal ond Remuneration
. Audy

3, Evecutind

4. Managenteez Development
§. Nomunaton

+Chairman

EN L ogarerEPRE wER LI A QLT



DIRECTORS’ RESPONSIBILITIES

wr relavion o fimancial statements

The following statement, which should be read jn conjunction with the report of the auditors setv out
opposite, is made with 2 view to distinguishing for shareholders the respective cesponsibitities of the
directors and of the auditors in relation to the financial statements.

The directors ate required by the Companies Acc 1983 to prepare financial statements for each financial
year which give a true and fair view of the state of affairs of the tompany and the group as at the end of
the financial year and of the profit o loss of the group for the financial year,

The directors consider that in preparing the firancial statements on pages 40 to 65, the company has used
appropriate accounting policies, consistently applied and supporied by reasonable and prudens
judgements and estimates, that all accounting standards which they consider to be applicable have been
followed, and that it is appropriate to ust a going concern basis.

The directors have responsibility for ensuring that the company keeps accounting records which disclose
with reasonable accuracy the financial position of the company and which enable them to cnsure that the
financial statements comply with the Companies Act 1985.

The directors have general responsibility for taking such steps as are reasonably open to them (o
safeguard the assets of the group and 1o prevent and detect fraud and other irregularities.

, B

The directors, having prepared the financial statements, have requested the auditors to take whatever
steps and undertake whatever inspections they consider to be appropriate for the purpose of enabling
them to give their audit report.

(s



REPORT OF THE AUDITORS

to the members of Grand Metropolitan Public Limited Company

We have audited the financial statements on pages 40 to 65.

RESPECTIVE RESPONSIBILITIES OF THE DIRECTORS AND AUDITORS

As described opposite, the company’s directors are responsible for the prepacation of financial statements.
It is our responsibility to form an independent opinion, based on our audir, on those statements and to
report our op’uion to you.” & '

«
i

BASIS OF OPiNION

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

We planned and performed our audit so as to obeain all the information and cxplanations which we
considered necessary in arder to provide us with sufficient evidence o give reasonable assurance that the
financial starements are free from material misstatement, whether caused by fraud or other irrcgulatity or
ertar. In forming our opinion we also evaluated the overall adequacy’ of the presentation of information
in the financial statements. ‘

I
OPINION S ‘
In our opinion the financial statements give a true and fair view of the srate of affairs of the 7 ompany
and the group as ar 30th September 1993 and of the profit of the group for the year then ended, and
have been propetly prepared in accordance wich the Companies Act 1985,

\

KPMG Peat Marwick

Chartered Acconntants, : K‘Pm Gg;».,f ”W"

Registered Anditors

London, 20d December 1993
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DIRECTORS® REPORT

The directors have pleasure in submitting to
sharcholders their annual report together with the
audited financial statements for the year ented
30th September 1993,

BUSINESS ACTIVITIES AND DEVELOPMENT

An overview by the Group Chief Executive of the
future development of the group's businesses is
included in The Way Forward on page 7.

Datailed comments on the acrivities and
developments during the year and since the year end
of both sectors are ser out on pages 8 to 21,

The group carcied out research and development
in support of existing activities, specific new p‘rotd-uct
development and the improvement of production
processes.

Details of environmental issues are on page 33.

”

FINANCIAL
A comprehensive financial review of the year is sct
out on pages 24 to 29, Profit teansferred to reserves
was £164 million,

A summary of changes in the group's fixed
tangible asscts during the year is given in note 14
on page 54 of the financial statements.

DIVIDEND
The directors recommend a final dividend of 8,15p
per share. if approved, dividends for the year will
total 13.0p per share, an increase of §.7 per cent.
Subjec to approval by members, the final
dividend will be paid on 11th April 1994 to ordinary
shareholders on the register on 28th January 1994,
A share dividend alternative will be offered.

ANMNUAL GENERAL MEETING

The AGM will be held at 11.15am in the Great
Roon, Grosvenor House, Park Lane, London W1 on
15t March 1994,

DIRECTORS
The directors are listzd on pages 34 and 35.

The directars reticing by rotation at the AGMin
accordance with the articles of association are

38 GRAND MEIRDFOLITAN ANHUAL REPORY 1393

Sir Allen Sheppard, Mz R V Giordano and
Mr G ] Bull who, being eligible, offer themselves
for re-clection.

Mr P E B Cawdron, who was appointed to the
Board on 24th Seprember 1993, retires in
accordance with the articles of association and,
being eligible, offers himself for eleczion. A new
Group Finance Direcror will be appointed to the
Board but the timing of the appointment is still
uncertain. If the apptain:mcm occurs prior to the
AGM, the new director will retire at the AGM and
be offered for clection.

Sir Allen Sheppard has a service contract which
expires on 31st January 199 6. Under his service
cantract, Mr G J Bullis cnticled 10 two years and
nine months' notice of termination, which will
caduce to two years by October 1934,

Mr P E B Cawdron is, and the new Group Finance
Ditector will be, entitled to two years' notice of
termination under their respective service coneracts.
Mr R V Giordano docs not have a service contract
of more than one year's duration.

During the year the company maintained Hability
insurance for its directors and officers.

AYDITORS

The auditors, KPMG Peatr Marwick, are willing to
cominue in office and resolutions concerning their
re-appointment and remuncration will be submitzed
1o the AGM, These are set out in the Notice of
Meeting in the accompanying AGM document.

CORPORATE GOVERNAMCE

The corapany complies with 17 of the 19 provisions
of the Code of Best Practice of the Cadbury
Committee on Financial Aspects of Corporate
Governance, The other two provisions ramain
under review by the accounting profession.

EMPLOYMENT POLICIES

GrandMet has ensured that its businesses continue
to develop and extend the scope of their employment
policies. The aim is for GrandMetandits
subsidiarics to be scen as employers of choice by



DIRECTORS’ REPORT

both existing staff and potential fiew redruls.

The company has continued to increase its level
of awareness of equal opportunitics and <ross-
cultural issues through investment in seminars and
workshops fot managers.

People with disabilicy are given the same
opportunity for employment as agy other employees
subject to their skills and abilities, Workshops have
been run for managers t© understand the needs and
abilitics of such people; whether entering
employmentor becoming disabled during
employment. Every attempt is made to give those
who become disabled in the workplace an
ppportunity to be trained and redeployed elsewhere.

Last year, GrandMet reviewed the pecformance
of its progressive Family & Maternity Leave Policy
intraduced three years ag0 in the UK. It found a
considerable increase in the retention of women
recurning to work and was able to make
improvements to the scheme based upon the views of
employees who had benefited.

Following approvals given at the AGMs in 1992
and 1993 employee savings-related share option
schemes have been introduced in the United States,
Canada and Treland, All chree schemes have achieved
high levels of staff participation. Plans are now in
hand to launch schemes in France, Spain and
Portugal in 1994,

Performance reporting of business results to
employeesis well established throughout the world,
Annual and half-year results ale communicattd
cegularly and prompily to all businesses worldwide
to provide a basis for onward bricfing toall
employees. Senior managers continue to receive
regular briefings through the medium of the
Business Bulletin, an audijo casserte tape.

UK PENSION FUND

Everits over recent years have focused considerable
astention on the security of assets and benefits under
company pension schemes in the United Kingdom.
The trustees of GrandMet’s UK pension fund —who
operate independently {rom the company ~have
been able to reassure their members on the security

and controls in place. In particular it is the trustees’
policy, in line with recognised best practice, norto |
fnvest in GrandMet shares and not 1o lend money to
GrandMet. The trustees have delegated the
investment and safe custody of the fund’s assets to
independent investment MANAgErs and custodians.

COMMUNITY RELATIONS AND

CHARITABLE DONATIONS

r\pproximntcly £18 million was comumitced 10
commuity activities worldwide in the form of
sponsorships, donations in kind, sccondments and
direct donacions to charity.

During rhe year group companies in the United
Kingdom made contriburions of £3,765 ,000 (1992~
£3,791,000) to charitable organisations. In the
United States, group companies made charitable
donations of £6,719,000(1932 - £4,804,000).

Details of community programmes Are set out on
pages 3010 32.

The group made no political donations.

SHAREHOLDINGS IN THE COMPANY

At 15th November 1993, the following substantial
interests (3 per centor more) in the company’s
ordinary share capital had been notified to the
company:

Morgan Guaraaty Trust

Company of New York 3.44 per cent

The company isnota close company.

{
By Order of the Board \4 \

Roger H Myddelon M
Secretary

23d December 1983

oty



ACCOUNTING POLICIES

ACCOUNTING CONVENTION value is reviewed annually by the directors and the
The financial statements are prepared under the cost written down as an exceptional item where
historical cost convention, modified by the permanent diminution in value has oceurred.
cevaluation of certain land and buildings, and
comply with applicable UK accounting standards. FIXED ASSETS

Fixed assets are stated ag cost or at professional
DASIS OF CONSOLIDATION valuarion, less appropriate depreciation and
The consolidated profit and loss account and provisions. Cost includes interest, net of any tax
balance sheet include the financial statements of the relief, on the funding of major developments.
company and ifs subsidiary undertakings No depreciation is provided on frechold land or
{subsidiaries) made up to 30¢h September. The on frechold and long leaschold public houses (see

resulss of subsidiaries sold or acquired are included below). Other leasehot~ ~ ore depreciated over the
in the profit and loss account up 1o, of from, the date uncxpired period of the lease. Other fixed assetsare

control passes. depreciated to tesidual values over their estimated
useful lives within the following ranges:
QVERSEAS SUBSIDIARIES ; industrial and other buildings 25 10 100 years
The financial statements of $0ME OVErseas - Plant and machinery 3 1o 25 years
subsidiaries do not conform with the group's Fixwres and fittings 310 17 years
accounting policies because of the legislation and 1¢'is the group's policy te maintain all js public
accounting practices of the counteies concerned. houses to a high standard in order to pro‘sct their

Appropriate adjustments are made on consolidation  trade. Because of this, such propertics maintain
in order to present the group financial statements on residual disposal values, based on prices prevailing

1 uniforn basis. at the date of purchase or subsequent valuarion, at
least cqual to their book values and accordingly no
ACQUISITIONS AND DISPOSALS provision for depreciation is made. Any permanent
On the acquisition of a business, including an diminution in value is reflected in the profit and
intecest in an associate, fa3r values are attributed 10 loss account.
the group's share of net sangible assets and rofit or loss on sale of property is the difference
significant owned brands acquired. Where the cost berween the disposal procecds and the net book
of acquisirion exceeds the values auributable tosuch  value, including any revaluation of the asset. Any
net assats, the difference is treated as purchased amount in the revaluation reserve relating to such an
goodwill and is wtten off direct 1o reserves in the asset is transferred directly to the profitand loss
year of acquisition. : acceunt reserve and is not included in the profit for

The profic or loss @n the disposal of 2 peeviously  the financial year.
acquised business reflects the attributable amount of

purchased gocdwill relating to that business. LEASES
A business is classified us discontinued Where the group has substantially all the risks and
operation if itis clearly distinguishable, hasa rewards of ownership of an asset subject to a lease,
material effect on the nature and focus of the group's  thelease s ireated as a finance lease, Orher leases
activities, represents a material reduction in the are teeated as operating leases.
group's operating facilitics and cithet its sale is Future instalments payable under finance leases,
completed 07, f 2 termination, its former activities nerof finance charges, ace included in creditors with
have ceased permanently prior to the approval of the corresponding asset values recorded in fixed
these financial statements. tangible assers and depreciated over the shener of

‘ their estimated uscful lives o their lease terms.
JNTANGIGLE ASSETS Payments are apportioned berween the finance

Significant owned brands, acquired after 1s¢ january  clement, which is charged to the profit ind loss

1985, the value of which is not expacied to diminish  account asinterest, and the capital element, which *
in the foraseeable furure, are recorded in the batance reduces the outstanding obligation for future

sheet as fived intangible 2ssets. No annual instalments,

amortisation is provided on these assets bus their _ Amounts reveivable under finance Yeases are included

4G QRAND AETROFOLITAN ANNUAL REPORT 1993



ACCOUNTING POLICIES

in debtors with income credited to the profit and
loss account in proportion to the funds insested.

Operating lease payments and reccipts are
taken to the profit and loss accounton straight line
basis over the life of the lease.

INVESTMENTS IN ASSOCIATES

Aun associated undertaking (associate} is one in
which the group has a long term interest, usually
from 20% to 50%%, and over which jr exercises
significant influence.

The group's share of the profits less losses of
associates is included in the consolidated profiv and
loss account and its interest in tneir net asses other
fhiis gosduwill is included in investments inthe
consolidated halance sheet.

JHVESTMENTS

Investments, other than in associates, are valued
individaally at the lower of cost and net realisable
value. Net relisable value is estiinated by the
directors in the ase of unlisted investments and is
market value in the case of listed investments,

STOCKS

Srocks are valued at the lower of cost and net
realisable value, Costincludes, where appropriate,
production and other direct overhead cxpenses.

FOREIGN CURRENCIES

Teansactions in foreign currencies are recorded at the
rate of exchamge at the date of the reansaction ory i
hedged forward, at the zate of exchange under the
relared forward currency contract Assets and
liabilitics in foreign cusencies, including the gtoup's
interest in the upderlymg net assets of associates, ase
transtated inta stecling at che finsncial yearend
exchange rates,

Profits and losses of overseas subsidiaries and
associates are translazed into steeting at weighted
average rates of exchange Juring the year except for
material exceptional items which are translated at
the rate on the date of the teansaction. The
adjustment to financial yeac end rates is taken to
reserves.

Gais and losses arising on the translacion of the
net assets of overseas subsidiaries and associates are
caken to rescoves, less exchange differences arisingon
celated forcign cucrency borrowings. Other
exchange differences are taken t0 the profir and loss
account.

The results of operations in types-inflationary
economics are translated using a reiatively siable
currency as the functional currency. The exchange
translation movement arising from this processis
taken to the profit and loss account.

TURNOVER
Turnover excludes inrer-company sales and VAT but
includes c:xccise duties, tenvs and royalries receivable.

RESEARCH AND DEVELCPMERT
Research and development expendjture is writien off
i the year in whichic is incurred.

POST EMPLOYMENT BENEFITS

The cost of providing pensions and other post
employment benefits is charged against profitsona
systematic basis, with pension surpluses and deficits
allocated over the expected remaining service lives of
cutrent employees.

Differences berween *hr amounts charged in the
profit and loss account and payments made to the
plans are treated as asscts o liabilities in the balance
sheet. The unfunded post employment maedical
benefit hability 5 included in provisions in the
balance sheet.

EXCEPTIONAL LTEMS

Exceptional items are thoss that need 1o be disclosed
by virtue of their size or incidence, Such items are
included within the profit and Joss account caption
ro wliich they telate, and are separatcly disclosed
cither in the notes o on the face of the profitand
logs account.

TAXATION
“The charge for taxation is based on the profi: for the
year and rakes nito account taxation deferred
heeanse of timing differences between he treatment
of certain items for 1axation and accouting
purposes, Provision is made for taxation deferred if
there js reasonable evidence that such deferred
uaxation will be payable of recoverable in the
foresceable future.

Advance corporation tax recoverable by
deduction from future corporation tax is carried
forward within deferred taxation.
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CONSOLIDATED PROFIT AND LOSS ACCOUNT
for the year ended 30th September 1 923

Before Exceptional

exceptional items 1993 1992
items {note 5} Total Total
Notes £m im £m £m
Turnaver
Continuing operations 7,580 7,580 6,575
Acquisitions 57 57
7,637 7,637
Discontinued operations _483 _ 483 1,338
Total turnover 3 8,120 ° 8,120 7,913
Operating costs {7,085) (225) {7,310) £6,976)
Operating profit e . e e
Continuing operations T3 1 b (22>5‘) 726 - 808
Acquisitions 7 - 7
958 {225) 733
Discontinued operations , L 228 T VSN S D 77 129 }
Total opetating profit 1,035 {225) 810 937
Share of profits/{iosses) of associates
Innweprencur Estates Led 16 9 {9) e
Other s 3 . 33 30
‘1,052 (225) 834 953
Continuing operations B o o
Disposal of fixed assets 2 2| " 9]
Sale or termination of businesses 27 27) 167
Utilisation of prior year provisions 40 40 -
Provisions for Joss on sale of businesses - - {43)
Discontinued operasions
Disposal of fixed assets 13 13 4
Sale or termination of businesses {52} (52) 66
Unilisation of prios year provisions 43 43 53
provisions for Joss on sale of businesses 58 L (58)] _{43),
{39) {39 54
Interest 7 _(143) 22} _{165) _oa
Profit on ordinary activities before taxaticn 916 {(286) 630 513
Taxation on profit on ordinary activities g _(297) 86 _211) _{295)
Profit on ordinary activities after ta 619 {200) 419 615
Minority interests __©® = e )
Profit for the financial year _ 633 _229) 413 6i6
Ordinary dividends 9 {249} _(2+6)
Transferred to reserves _ﬁi _3n
Farnings per share 10 29.7p _©.7p _20.0p _30.3p




CONSOLIDATED BALANCE SHEET
at 30th September 1993

1993 1992
Notes £m im Lm £m
Fixed assets '
Intangible assors 13 2,924 2,492
Tangible assers 14 2,681 2,638
Investments 15 __Z_,}_Z : 71 3
6,322 5,843
Current assets
Stocks 17 1,341 1,381
Debtors {see note below) 18 1,898 1,830
Cash at bank and in hand 349 _309
Creditors — due within one year L
Borrowings 19 (141) T (288
Other creditors 20 (_2_!}_%3) (2,097)
(2,363) {2,365)
Net current assess (see note below) 1,225 T Li5s
Total assets less current liabilities 7,547 6,998
Creditors ~ due after more than one year
Borrowings 19 {3,032) {2,482}
Other creditors 21 _(167) _{168)
{(3,199) {2,650)
Provisions for liabilities and chargss 22 ___(5_?1) {361)
Capiral and reserves :
Called up share capital 24 530 326
Reserves 25
Share premium account 628 359
Revaivation reserve 578 666
Goodwill reserve (2,652) {2,205)
Profit and loss account 4631 4,173
3,715 3,759
Minority interests _3 . 2
3754 3757

Debross and ner cureent assets include debrors recoverable after more than one yearof £558m (1992 — £433m),

The financial stateraents on pages 40 10 65 were approved by a duly appointed and authorised commitice of
the Board of Directors on 2nd December 1993 an) whre signed on its behalf by:

Jir Allen Sheppard, Director
D P Nash, Director

A

[ o
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CONSOLIDATED CASH FLOW STATEMENT
for the year ended 30th September 1993

1993 1992
Notes £im £m £m Ln
Net cash inflow from operating activities 28 1,320 871
Returns on investments and servicing of finance
Interest received 88 106
Interest paid {259) {230)
interest element of finance lease payments (6) (7)
Dividends received from associates 1. 3
Dividends paid (Z44) {218)
Net cash outflow [rom retucns T T
on investmenits and servicing of finance (410) {346)
Taxation
UK corporation tax paid (100) {78}
Overseas corporate tax paid (194) _(139}
Total 1ax paid T (294) {217)
Investing activities
Purchase of rangibie fixed assers (264) (345)
Purchase of subsidiarics 29 (130) (229)
Purchase of associates (85) -
Purchase of investments {54) {108)
Sale of tangible fixed assets 30 77
Sale of subsidiaries 30 109 538
Sale of assaciates 114 , -
Sale of investments - 56 67
Acquisition and disposal provision payments _(127) _(164) ‘
Net cash outflow from investing activities _(351 _{163)
Netcash inflow before financing _265 _ 145
annncing
Issue of ordinary share capital (25) 33)
Proceeds of long term borrowings (556) {(761)
Repaymentof long term borrowings 751 940
Capital element of finance lease payments __ 6 4
Net cash outflow from financing 31 176 150
Increasef{decrease} in cash and cash equivalents 32 __8 __{s)
265 143
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STATEMENT OF TOTAL RECOGNISED

GAINS AND LOSSES
for the year ended 30th September 1993

1993 1992
fm £m
Profit for the financial year 413 © 616
Deficic on revaluation of properties in associate {80) (117}
Exchange adjustments B9 )
Total recognised gains and losses for the financial year _ 294 _488
NOTE OF HISTORICAL COST
PROFITS AND LOSSES
for the year etided 30th September 1993
1992 1992
£m L
Profit on ordinary activities before taxation 630 913
Realisation of property revaluation gains of prior years 6 76
Difference berween the historical cost depreciation charge and the
actual depreciation charge for the year caleulated on the revalued amount 2 i
Asset provisions created/(utilised) not required on an
historical cost basis __ ) __{20}
Historical cost profit on ordinary activities before taxation _631 970
Historical cost profit for the year rerained after taxation,
minority intesests and dividends _165 437
RECONCILIATION OF MOVEMENTS IN
SHAREHOLDERS’ FUNDS
for the year ended 30th September 1993
1993 1992
£m £m
Profit for the financial year 413 616
Ordinary dividends {249} (246)
Other recognised gains and losses relating to the year , {119) (128)
New share capital issued ' 33 151
Goodwill written off during year {146) (182}
Goodwill transferred to the profit and loss account
in respect of disposals of businesses M 126
Net movement in shareholders’ funds (44) 7
Sharcholders' funds ar 30th September 1992 3,759 3,422
Sharcholders’ funds at 30th September 1993 3,715 3,759
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NOTES

1 CHANGE IN ACCOUNTING POLICY

Since the previous Annua) Report, the Accounting Standards Board has issued UITF Abstract No, 9 - Accounting for
operations in hyper-inflationary cconomies. The group translates the results of operations in hyper-inflationary economies
using a relatively stable currency as the functional currency. This complies with the Abstrace. The principal effect is that
cost of goods sold and deprediation reflect the historical exchange rates when the assets were purchased. This treatment is
unchanged, but the exchange translation movement arising from this process is now charged to operating profic whereas
previously it was taken 10 reserves,

The effect of this change in accounting palicy is to reduce operating profit by £24 million {1992 - £12 miltion} of which
£8 million (1992 ~ £4 million) relates to minoriry interests. The profit and loss account for the year eaded 30th September
1992 has been restated accordingly. The change has noimpact on the batance sheers,

2 SEGMENT ANALYSIS : 1993 1992
Turnover Profit  MNetassets  Tnrnover Profit  Net assets

Class of business: £m fm £m £m L £m

Continuing operations

Food 3,065 227 2131 2,647 i86 1,932

Drinks 3,418 361 1,778 2,858 493 1,723

Retailing 1,153 170 1,751 1,070 129 1,505
7,637 958 5,660 6,573 808 5,222

Discontinued operations -

Food 26 1 - 302 40 70

Retailing 7 716 _638 836 39 648
O A R A R
8,120 - 6318 . 7913 - 5,940

Operanng protic before exceptional sems 1,035 ' 937

Assocites 24 260 16 288

Exceptional items (286} 54

Interest " _(l-_!_%i mfgij

Profit before taxation _630 I 913

Capital employed 6,578 6,228

Net borrowings (2,824) (2441

Net assets 3,754 3.787

Geagraphical area by country of operation:

United Kingdom and Ireland £,343 245 1,312 1,872 319 1,356

Cantinental Europe 1,550 137 630 1,292 117 682

United Srates of Americs 4,499 576 4,058 4,184 445 3,644

Rest of North America 214 26 151 185 9 152

Afeica and Middle East 182 i 3 155 7 29

Ress of World 332 36 _136 s 30 7
8,120 o 6,318 2,913 . $,940

Operating profit before exceptingal icems 1,035 937 o

Associates 24 260 16 288

Exceptional itemts {286} 54

Interest 143 _99

Profit before taxation _630 — %13 o

Capital employed 6,578 6,228

Net borrowings {2,824) ‘ (2441}

Net assers 3,754 3,787

Profit before interest relates to the following activitics and geographical areas: Food £184m, Drinks £558m, Retailing
£30m and ditcontinued husinesses £23m 11992~ £159m, £517m, £125m and £206m respectively); United Kingdom and
Jreland £117m, Continental Europe £135tn, Unuted States of Amenda £452m, Rest of World £91m (1992 ~£370m, £134m,

£453m and £70m respectively).

The group interest expense s arranged centrally and s not attributable to individual acuvities or geographicat areas.
The analysis of capral emploved by actvity and geographical arex is caleulated on net assets excluding associates, cash -

and borrowrngs,
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NOTES

2 SEGMENT ANALYSIS — conginued

Tucnover berween the above classes of business is not marerial,

Discontinued operations comprise The Chef & Brewer Group, Express Foods

Express dairy businesses and Burger King Distribution Services.

"The weighted average exchange rate used in trans!
The exchange rate used o translate 1S dollar asset

3 TURNOVER

ation of US dollac profit and lo
< and liabalities at the balance s

Continuing Discontinued

Geographical area by destination:
United Kingdom and Ireland
Conunental Europe

United States of America

Rest of arth America

Adrica and Middle East

Rest of World

£m

787
1,578
4,389

© 239

121
413

787

Em

483

Expans from the United Kingdom werz £298m {1992 ~ £308m}.

4 OPERATING COS5TS

Continuing Discontinued

Rasw materials and consumables
Other external charges

Sraff costs Enote 11)

Depreciation of tangible fixed assets

Deereasef{increase) in stocks of
fimished goods and work in progress

Other operating income

Operaung casts before exceptional
jtems

Exceptional operating costs {riote 6}

Total vperaung costs include US excise duties of £366m (1992~ £303m
pperating lease rentals for plant and machinery of £32m {1992
£169m {1992 = £155m), reorganisation Costs of £182
exceptional items, and research and development expen

Fees in respect of services provided by the anditors were:
other services to UK group companies £5,507,000(1992~

£899,000 (1992~ £756,000)

Operating costs for continuing aperations in 1993 include advertising,
(1992 ~£818mY; and £50m relaring to acqured businesses as follows:

charges £17m, sraff costs £3m, depreciation of tangible fixed asscts

work in progress £2m.

5 A5SOCIATES
The group’s sharc of the results of assoglates,

Share of profits befoee taxaton
Share of taxation

Share of profits after rasation
Dividends received by the group
Retained by associares

£m
2,804
2506
1,160
201

13

{70)

6,679
225

6,904

other than Innereprencur Estates Lid, was as follows:

£in
147
130
107

21

i

-
et

406

-

406

~£30m} an
m{1992=£33m}a
diture of £41m (1992 - L35m).

statutory audit of the group L£837
£1,713,000}» dother servicest

rawm
£1m and decrease in stoc

1993

and, s the prior period only, the other

Total Contimeing Discontinned

£m

§,270
1,578
4,389

239

221
a3
5,120

1933
Total
£m

2,951
2,696
1,267

222

19

{70)

7.085
215

7,310

fwhich £175m{}

I

502
1,324
3,761

218

180
_20
6375

Lm

P
21
3é6

L\
w
oaftn ~ |

|

Comnming Discontimted

Lns
2,456
2,329

989

170

{66)
o)

5,766

5,766
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£m
817
188
183

36

{10}
{4

1,210

1,210

macketing and promeotion of £379m
ateraals and consumables £27m, othe
ks of finished goods and

1993
fm

33
{13)
320
_w
9

—r—

ss accounts was £1=81.52 {1992 ~£1=5181L
heet date was £1251.5011992 - £1=51.78}

1992
Toral
Em

1,747
1,345
4,127

218

181
_29%
751

1992
Total
im
3,267
2,317,

1,172

206

{76}
{119

6,976

6,976

1, other excise duties of £425m {1992 - £351m),
& for other leases (mainly of propertics) of
992 — £nil} were classified as

6,000 {1992 - £4,630,000),
o non-UK subsidiaries

rexternal

1992
£m

30
il
19
3)

16



5 EXCEPTIONAL ITEMS
{i) Operating costs
The items shown in the profit and loss account as exception

al operating costs comprise £175n of reorganisation gosts 10

testructure the group®s averhead and operational base, including plant rationalisation ar Green Giant and store closures at

Pearle, and a £50m write down in sespect of the group’s UK properties,

brewery site in East London. £118m of these costs ate included within provisions {note

most of which relates 1o the Brick Lane former
223 with the balance being applied

against asset values.
(i1} Disposal of fixed assets 1993 1992
Continuing Discontinued Total Continuing Discontined Total
£fm £m £m £m fm £m
Profits on sale of;
Property 2 4 6 g 4 i3
Other fixed assets - 9 9 - = -
-5 = = O I B
The profits on disposal of fixed assets were after charging £24m (1992 ~£nil) of goodwill previously written off.
{iif} Sale or termination of businesses 1953 1992
Profiy  Provision  Provision Proful  Provision Provision
{loss} utilised set up {loss) ntslised selsp
fm £m £m £m im “Em
Continuing operaiivie
Food ey w0 = w0 = 4
Phscontinued opezations
Dairy {40; 40 - 160 - £33}
Brewing and renanted pub estate - - - {23} - -
Off-licences (3 3 - (53} 53 -
Betting and gaming {6) - (58) {11} - -
Other _ 3 - = B = ——
I R N R CE R T
Profits of losses on the sale or termination of businesses included losses relating 1o Express Foods of £40m for which a
ptovision was setup in 1992, as well as adjustments relating to prior years, The net results on sale or termination of
businesses were after charging goodwill previously written off atrributable to the businesses sold of £nit (1992 = £104m).

The provision of £58m in respect of betting and gaming relates 1o the sale in 1989 of the
operation. The sale agreement deferred payment of partof the consideration for
deferred consideration plus accrued interest,
Group ple, remains outstanding. Full provision has boon set up w respect o
September 1992 amounted to £66m including £22mo
£14m for the estimated costs of future professional fe

finterest (see note iv below), In

[+ 3]

{iv} Interest charges

approximately one year, Pa
due fram The William Hill Group Ltd and guacanteed by The Brent Watker
{ the amount outstanding, which at 30th
addition, the provision includes

n respect of a dispute over the total consideration {se¢ note 26}

roup's former retail bettin,
group B
yment of this

The exceptional interest chargeof £22misa provision against interest ncome previously credited in relation 1o the

deferred consideration due from The William Hill Group Lud isce note iii abovel.
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7 {NTERESY 1993 1992

f£m Lo

On bank loans, sverdrafts and ather loans repayable wholly within five years 184 192
Cn finance leases é 7
On all ather loans 72 1
262 T

Less: Interest receivable from associases {34) 145)

Income from currency swaps {36) (62}

Other intetest ceceivable (49} {39}
Interest before exceptinnal items 143 T
Exceptional interest charge {note 6) n -
i

8 TARATION 1993 1992
£m £t

UK corporation sax payable at 33% (1992~ 33%) 88 1
UK deferred taxation 2y 90
Overseas taxation 167 14
Overseas deferred raxation (51) 21
=xation on the group's share of profits of associates 13 12
218 293

Adjustments to prior year taxation charges {4) 2
211 295

The {credil/charge for deferred raxation relates co accelerated depreciation of £{27)m (1992 ~ £8m} and other timing
differences of £{263m {1992 ~ £103m}, principally credits in respect of the 1993 exceptional restructuring costs, offser by
chacges relating to pension prepayments and interest. The 1ax {credit/chaige on the exceptional items shown on the face
of the profic and loss account amounted to £{59)m for continuing operations znd £{27)m for discontinued operations
{1992 = £4m and £13m respectively).

The table below reconciles the notional charge at the UK corporation t2x rate for the year 1o the actual charge for
eaxation:

1993 1952

£m L

Profit on ordinary activitics before taxazion _630 53

MNotjonal charge ac UK corporation tax rate 33% {1992 - 33%) 208 301
Exceptional icems 8 (1)
Differences in effective overseas tax rare 1 {2)
Deferred tax not provided and other items 18 {3}
Actual charge for taxation 21 295
% ORDINARY DIVIDENDS 1993 1932
‘ £m T dm

Interim of 4.85p per shase (1992 ~4.6p) L] 92
Proposed final of 8,15p per share (1992 7.7p) _1s8 154
2%

The dividends shown above comprise the estumated amount payablein cash, Adjustments in respect of sharcholders
opting for the share dividend alteznative reduced the cost of the 1993 dividends by £20m {1992 - £10m).
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10 EARNINGS PER SHARE

1993 19492

pence pence

Earnings pet share 20.0 30.3
Adjustment in respect of exceptional items 2.7 (1.9
Earnings per share before exceprional items —__2__9-_7/ 384

Earnings per shareis caleulated by reference to carnings of £413m (1992 ~L616m) and the weighted average number of
ordinary shares inissue during the year of 2,063m shares (1 992 — 2,036m shares). The dilutive effect of unexercised
aptions and convernble loan stock on earnings per share is not material, Earnings per share Is also shown caleulated by
reference to canings before exceptional items and refated tax of £613m (1992 - £579m) since the directors consider that
this gives a useful additional sndication of underlying performance,

11 EMPLOYEES
The average number of employecs during the year was:

1993 1992
Fuiltime Part time Totat Frell tizne Pari time Total
Continuing operations

Foed 20,293 2,047 22,340 23,367 2,282 24,649
Drinks 11,612 342 11,954 12,135 438 2,593
Retailing ‘l_.'_i-!ﬂ_?.l 22,083 35,505 12.16_2 29,009 41,378
15,327 34,472 69,799 36,871 31,749 78,020

Discontinucd operations 7,391 9,973 17,364 15,617 8,168 23,785
52,718 34,445 7,163 62,488 39,917 102,405

The aggregate remuneration of all employees compnised: 1993 1992
£m Lo

Wages and salaries 1,140 1,073
Employer’s socal security costs 156 138
Employer’s pension and other post eraployment benefits {29) ﬂ_gg,}

(i} Pension plans

The group operatesd numbgr of pension plans throughout the world, devised in accordance with local condisions and
preactices. The plans generally ate of the defined benefit type funded by payments to separately administered funds ot
insusance companics. Valuations of all significant plans were carried out during the year by qualilied independent
actuarics 1o determune pension Losts. The acruarial method used for these valuations was the projected unit method. The
Major AsSUMPLions were: rare of return on assets 10% {1992~ 10%); wages and salaries increase 7-7V2%o {1992~ 7-7V2"%).
“Ihe market values of the funds at the date of the latest acwuarial valuanon totalled approximarely: UK funds £737m {1932
~£1,024m); US funds £544m (1992~ £433m). The actuarial vatue of the assets of all the significant plans was sufficient
1 cover approxamately 141% {1992~ 143%} of the bencfits that had accrued to members after allowing for expected
future increases in wages and salaries,

4il) Other post employment plans

The group also operaies 2 aumber of plans, prmanly in the Unized States, which provide employees with other post
ciaployment benefits i respess of medicat costs. Theplans ace generally unfunded. The lability in respect of these benefits
it-assassed by qualifred independen actuarics under the projected unit credit method and 15 included in provisions.

The major assumptions weres liabilicy discount rate 10% (1992 - 10%); assumed medical inflation for beneficiaries

aged under 65 ~ 16% reducing by 1% peryearto “t, and for beneficiarics aged 65 and over 1 1.5% reducing by

1.5% per year to 7%,
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11 EMPLOYEES ~ continyed
{int} Executive share option schemes

The group operates a share option scheme for executives which was approved by shareholders on 23rd February 1993,
Cprions issued under this executive share option scheme may be exercised, between three and 1en years after the dare
granted, only if a performance criterion is satisfied. In summary, this requires thar the company’s share price must have
outperformed the “FTSE 100" Index overa period of three yeats or mare from the date the option was granted. To avord
an option becoming exercisable through sudden price fuctuation rhe test must have been met for six successive months it
the end of the period. Thereafier the option may be exercised for the rest of its ten year fife withouc further test, If che
criterion has rot been met during five years following grant, the period over which such performance must vecur becomes
the five years prior to the test being a pplicd, e a “five year rolling™ basis.

The 1993 executive share option scheme replaced the executive share oprion scheme approved by sharcholders on 4th
March 1982, which expired on 3 15t December 1992, Oprions issued under that scheme may be exercised berwenn
thzee and seven years after the date granted,

Under both executive share option schemes, options may only be exercised while employzes continue in full-time
employment with the group. The ordinary shares allotied under the schemes aze issued under the same terms as existing
ordinary shares at the market price of the ordinary share at the time the option s graated.

{iv} Senior exccutive option and phantom option schemes

A share price related bonus scheme, the Senior Execurive Pharitom Share Oprion Scheme (SEPSOS), was established in
1988 and allows certain senior employees, including execurive directors, 10 benefit from movements in the price of the
company's shares over a period of berween six and ten years, SEPSOS is designed 10 encourage senior exccutives o align
their long term career aspirations with the long term interests of the group. For this reason, in normal circumstances, no
payments <an ke made under SEPSOS until the sixth yearard payr we- {which can also be taken in the form of the
company’s shates} are then spread over the period from exercise 1o the renth year of the grant. The exercise of options
granted after 1st January 1993 will be subject to sacisfaction of a company performance criterion defined at the time of
prant by the Appraisal and Remuneranon Commictee. The first options were granted in 1988 and will be exercisaisle in
December 1993. Provision is made annyazlly for future Yabilitics under the scheme. .

In addition, a long term incentive plan has been established under which options to purchase the company’s ordinary
shares are granted 1o senior US executives. The options can be exercised berween three and seven years after being granted.

In oider to hedge the obligations of the group in respect of options issued under the senior executive schemes, ocher than
those1ssued (o executive directors, an employce share erust has been established, The company’s ordimary shares are
purchased through the market and financed and held by an independent third party. The trust acquires the shares from the
third party so as 10 be in a position to meet the calls of option holders as and when they are made. The trust rules limtthe
shareholding 10 2.5% of the company’s issued share ea prtal. The company has an obligation to fund the purchase of the
shates from the third parey by the trustaga price which includes the third party’s net financing costs. Provision for the
group's estimated liability, being the predicted ner financing costs of the third parry, is accrued over the expected life of che
option and is included in other provisions in note 22, The potential unprovided obligation of the company atising in
relation to the rrust, representing the cost of purchase of the company's shares by the third party, is £102m {1992 =£74m)
and is included under guarantees in notes 26 and 41,

{v) Savings related shace option schemes

The group also operates savings related share option schemes for UK, US and other employees which were approved by
sharcholders on Sth March 1983, 25th February 1992 and 23¢d February 1993, respe tively, The schemes provide a long
term savings and investment opportunity for employees,

The UK scheme is open to all employees who have been with the group for at least one year and who work 18 hots or
more a week. The options may be excressed after five or seven years, according to the length of the option period <hosen,
ata price equivalent to not less than 80 per ¢ent of the market value of the shares at the time of the grant.

The US scheme is open 10 all emplovees who have been with the group for at least two years and who work 20 hours or
more a weck, The options may be exercised after 27 months ata price equivalent to 85 per cent of the market value of the
shares at the time of the grant,

The other schemes have employment and discount critersa devised in accordance with the local conditions and practices.
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NOTES

12 DIRECTORS
(1} Emnfaments

The te:al emoluments of the directors, sneluding pension contributions, were as tallows:

Fees to non-executive directors
Executive directors - remuneration excluding bonuses
—annual bonus payments

— payments under SEPSOS {see note 11 and below)

— pension contributions

1993
£

279,002

2,677,718

451,933

160,300

3,568,253

1992

L

205,083
2,241,080
199,879
836,437
3,683,499

The increase in the fees 1o non-executive directors reflects Professor D G Hohler joining as an addinonal non-executive

director in November 1992 and the remuneration for execusive directors includes the first full year on the Board of
1B McGrath, The reducrion in pension contributions results from an actuarial reassessment follewing the merger of the

Group and Execurive pensica funds in the UK.

The emoluments, excluding pension contributions, of Sir Allen Sheppard, the Cliairman

and Group Chief Executive, were

£771,884 (1992 — £770,6821. Sir Allen took o salary increase ut 1se October 1993.1 A Mamin withdrew from hus

executive duties and became a Depucy Chairman of the company on st Ot

continues to provide services to the Chairman and the Board, and 1o receive thesame basic salary asin 1993.

The following table shows the number of UK based directors whosz emoluments,

into the ranges below:

1993 1992
£ 0-£ 5,000 1 -
£ 25,001 £ 30,000 f i
£ 35,001 ~£ 40,000 1 1
£ 50,001 ~£ $3,000 1 -
£ 55,001—£ 60,000 - I
£ 60,001 =L 63,000 1 -
£ 50,001 £ 85,000 - !
£ 95,001 -£100,000 1 -
£125,001 — £130,000 - i
£345,001 - £350.000 - 1

The emoluments ot #xecutive directors ace determined by the Appraisal and Re
are those non-execunve directers indezated on page 35 under the chairmanship
remuneration is sec by reference to rarket data ircluding a neajor annual survey

on the Committee’s behalf,

For executive directots, other than the Chairman who does not participate inthea
of emoluments, excluding pension contributions, were in tespect of performance re

£155.00% - £360,000
£375,001 - £380,000
£390,001 ~ £395,000
£410,001 - £415,000
£445,001 =~ £350,000
£510,001~ £515,000
£350,001 - £555,000
£690,007 — £625,000
L770,001 - £775,000

1993
1

[ B

-t

aber 1993, Under his service agreemient he

excluding pension conributions, il

199

L |

-] =]

muneration Committee whose members
of R V' Gierdano. The dirsciors
conducted by an independent consultant i

nnual bonus plan, 19% {1992 = 21%)
lated annual bonus payntents. The

figures included in directees’ emaluments are the banus payments carned in respect of performance in 1993, Bonus

payInenss arc based on approptate geoup and business sector proficand cas

h targets and personal busin

ess objectives. The

srructure of the annual bonus plan and avwards under it are decided by the Apprasal and Rentuneratioli Committee.

The following rable shows the sumber of options held by the directors

 Schome (see note 11) which were granted benween 198 and 1993 at prices berween 223p and 480p:
Granted

1992 inyear 1993

1z Allen Sheppard 855,418 177,305 1,032,723
GJ Bull 324,494 80,378 404,872
PEB Cawdron 253,043° - 253,043
1A Maron 396,258 106,383 492,641
J B McGrath 197,268 68,558 265,826
D P Nash 318,856 73,286 402,142
DETige TR O R 11
2,629,593 574,468 3,204,063

#5¢e cxplanayon in nose 1§ CONCErRINg e\ercise and paymenl,
"The starred higure represents iterast at the date of appomzment,
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NOTES

12 DIRECTORS ~ continted
fiy; Shareholdings )
The beneficial interest of the directors at 30th September 1993 in the share capital of the cumpany were:

Ordinary shares Options
Granted Exercised
‘ 1993 1992 1992 i year in year 1993
Siz Allen Sheppard 278,325 250,000 859,864 87,287 {137,242) 809,909
G} Bull ‘ 45,000 45,200 485,967 - - 485,967
P EB Cawdron 271 271 238,166* - - 238,166
R V Giordano 2,000 2,000 - - - ’ -
Sit Colin Marshall 2,000 2,000 - - - _ ~~
1A Mastin 56,000 44,400 560,221 - {173,134) 387,087
J B McGrath 10,625 10,328 299,155 81,255 - - - 380,610
D P Nash 13,975 12,704 590,036 = {300,940} 199,096
D A G Simon 2,057 2,000 - - - -2
DETagg 33150 3031 327,070 34,288 (88,972) 272,186
437,403 399,014 3,270,679 202,830 {700,285} 2,773,221
“The starred figures represent interests as the date of appoinument. ,;,’J

Non-beneficial interests were: Sir Allen Sheppard = 2,057 ordinary shares {1992 —ail) and G ] Bull - 4 24,692 ocdinary
shares {1992 ~ 487,192}, The dicectors held the above options under the share option schemes approved by shareholders
on 4th March 1982 and Sth March 1985 at prices between 215p and 471p per share exercisable by 1998,

On 15th November 1993 cach of the interests of the directors was unchanged from 30th September 1993, except forthe
following: beneficial acquisitions of ordinary shares in respect of the share dividend alternatve S Allen Sheppard —
3,388, P EB Cawdron — 4, ] B McGrath = 129, D P Nash - 144, D A G Simon - 23; non-beneficial acquisitions Sir Allen
Sheppard ~ 243 and the grantng of options to G ] Bull - 12,760, P E B Cawdron- 20,273, J B AM:Grath - 50,239,

D B Nash =206,093, D ETug,. - 97,405,

Other than the above, 1o director had any interest, beneficial or non-beneficial, in the share capital of the company or had
a marterial interest during the year in any significant contract with the company or any subsidiary or associate.

17 FIXED ASTEYY « INTANGINLE ASSETS Brands

£m
Cost
At 30th Séptamber 1992 2,491
Exchange adjustments 432
At 30th Seprember 1993 2,924

The brands are stated at fair value on acquisiton, denominated 1n the cuzrencies of their principa! markets, An annual
review is catricd out by the director: to consider whether any brand has suffered a permanent diminution m vaiue,
Although curcent aggregate values significantly exceed the book value, no increase is made to the original calus,

The puncipal brands included above are Smimolff, Pillshury, Green Gians and Burger King.
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14 FIXED ASSETS - TANGIBLE ASSETYS Land Plant Fixtures Assetein

and and and course of
buildings  machinery firings construction Total
i £ £m £m £m £m
Cost or valnation
At 30th Seprember 1492 1,848 922 308 280 3,355
Exchange adjustinents 133 92 4 35 264
Additions 76 117 37 16 276
New subsidiaries 20 7 - 2 29
Disposals (80) (144) {17) (16) (257)
‘Transfers : 71 144 (5) (210} -
At 30th September 1993 , 2,068 1,138 324 137 - 3,667 ¢
Depreciation ‘
At30th Seprembec 1992 RS 412 134 - 717
Exchange adjustiments . 24 42 i i - &7
Provided during the year &6 124 32 - 222
Exceptional write down 80 18 - - 98
Disposals (23) (86) {9) - {118}
Ats0th September 1993 ‘ .‘E 510 158 — 986
Net book value : -
At30¢h Septzmber 1993 1,750 628 166 137 2,681
At 30th September 1992 1,677 s .. 1A 230 2,638
{i) The total at cost or valuation for land and buildings comprises:
- 1993 1992
£mn £m
At 1988 professional valuation ' 846 863
Atcost 1,222 © 98
2,068 1,548

The valuarions were made on an open market existing use basis except for specialised properties which were valued ona
depreciated replacement cost basis,

{it) The nex book value of land and buildings comprises f.echolds of £1,466mn {1992 - £1,376m}, leng leaseholds of £80m
(199? £86m) and short leaseholds of £204n1 {1992 - £215m).

(wj Included in the ney book value of frechold property s £521m (1992~ £525m) in respect of public houses, and £272m
£1992 ~ £303m) of 1and unrelated to those properties, Depreciation is not charged on these amounts,

{iv} Included in the tota! net book value of tangible assets is £40m (1992 = L31m} in respect of assets acquired under
finance leasts; depreciation for the year on these assets was £8m (1992 ~ £10m). There is also included £117m

11992 -.‘.'Sflm} in zespect of assets held for the purpose of leasing out under operating leases; depreciation for the year on
these aszetf;was £5m (1992~ £1m),

v Histor.’:éal cost figures for land and buiidings, Ie the original cost 1o the group of all 1and and buildings and the related
depreciatlbn, weee:

o . 1993 1992

at fm £m
Historical cost 1,485 1,340
Depreciation - {244} {182}
Net bonk value 1,241 1,158

{vi} Included in the historical net book value s £12m (1992 — £14m) in respect of capitalised interest,
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NOTES

15 FIXED ASSETS = INVESTMENTS Iavestment  lnvestment
inlEL inother CQsher
(note 16)  associates investments Loans T Toul
£m £m £m £m £m

Cost
At 30th Seprember 1992 168 121 58 401 748
Exchange adjustments - 14 - 7 21
Additions 34 32 62 58 186
Share of retained {losses)profits (9) 9 - - -
Ozher reserve movements {80) - L - - (80)
Disposals - (28} {55) (38) {121)
At 30th September 1993 113 148 65 428 754
Less: Provisions -
At 30th Seprember 1952 - I 10 24 35
Increasein year - - 2 - 2
At 301h Seprember 1293 - 1 12 24 37
Net book value
At 30th Seprember 1993 113 147 53 404 717
At 30th Seprember 1992 168 120 48 377 713

Investmens in [EL and other associates of £260m (1992 — £288m) comprises cost of shares, less goodwill written off on
acquisition, of £461m {1992 — £413m} less the group’s share of post-acquisition reserves deficit of £201m
(1992 ~ £12%m}. Loans include £360m {1992 — £334m) duc from IEL, of which £71m (1992 — £45m) is accrued interest,

“The net book value of listed investiments was as follows: 1993 1992
£m £m

Listed on UK stock exchanges 24 25
Listed on other stock exchanges 1 16
2 3

Marker valee of listed investments 26 33

16 INNTREPRENEUR ESTATES LTD

The group has a 50% sharchalding in Inntrepreneur Estates Lrd £IEL), a joinz venture company in which the group und
Courage merged their former tenanted pub estates. Summarised accounts for the year ended 30th Seprember 1993
biscd on the audited management accounts of 1EL and its subsidiarizs are as follows:

Profitand loss #ccount 1993 1992
£m Lm
Rental and other operating income 216 209
Costs and sundry income (65) {17
Operating profit 151 162
Profit on sale of property 4 3
Interest _{173) _(203)
Loss before taxarion and property revaluation {sec note i a8 _R8)
Attributable to the group __ _ti4)
Taxation attributable to the group - __m
Balance sheet 1993 1992
£m £
Investment propettics 1,769 1,937
Other properiies 15 28
Net carrent liabilities _(24) __(31 )
1,760 1,944
Loans from the Grand Metropolitan group {360} £334)
Bank loans ~two to three years (_1117'-3) (1,275)
Net assets 225 335
Group share of ret assets 113 168
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NOTES

16 INNTREPRENEUR ESTATES LTD - continued

Notes

{1} A sample of IEL's investment properties was professionally valued by excernal valuers as at 30th September 1993, &
valuation of the whole portfolio was extrapolated from these valuations and is incorporated in the above balance sheer,
The valuation was made on an open market existing use basis and included an amount in respect of the additional value
attainable should the portfolio be offered for sale in discrete packages, The write down of investmens properties resulting
from this revaluation amounted to £160m. The group’s 50% share of this deficit, amounting to £80m, has been deducted
from che group revaluation reserve relating to earlier revaluations prior to the transfer of the properties 1o IEL.

{i} The group and Foster's Brewing Group Ltd, the ultimate parent of Courage, have a limited joint and several obligation
to ensure that 1EL does not breach a specified interest coverage tatio, They also have several and equal obligations w
ensure that che effective rate of interest borne on the secured loans does not exceed cerrain levels and have severally and
equally guaranteed [EL's obligations under interest rate swap agreements taken out to ensure FEL's compliance wich its
financial covenants; the estimased contingent lmblht} to the group under these guarantees ac 30ch Seprember 1993 was .
£28m (1992 — £nil). IEL s nbllgcd under its financing arrangements 10 maintain ¢ertain spccuf ed loan 1o asset ratios.
IEL’s bank loans ase secured on its investment propertics,

{iii) Since the year end the group and Courage have each contribured approximately £85m te» IEL, in the form of loans, to
ensure that IEL complizs with its financial covenants,

17 STOCKS ' 1593 1992

£m £rmr
Raw materials and tonsumalies 199 185
Work in progress 495 445
Finished goods and goods fer resale : _647 _751

Certain maruring stock, previously included in raw materials and consumables, is now classified as voork in progress,
Comparative figures have been restated on this basis,

18 DEBTORS 1993 1992
L Lm

Trade debrors 972 966
Amounis owed by associates ‘ 14 52
Amounts receivable under finance leases 122 98
Other debtors 297 381
Pensian prepayments 255 195
Other prepayments and accrued income 177 198
Deferred taxation (rote 23} __61 ™
18 130

Debtors include £558m {1992 — £438m) which is recoverable after mere than one year. This comprises pension
prepayments of £255m {1992 — £195m}, amounts receivable under finance leases of £118m {1992~ £96m), other debtors
of £124m (1992 ~ £197m} and delerred taxation of £61m {1992~ Lnil},

Debtors include £nil, after provision, (1992 = £66m) due from The William Hill Group Ltd (sce note 6}
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NOTES

19 BORROWINGS

Analysis by year of repayment

After five years - by instalment
other

Fram rwo to five years

From one to [wo years

Duc after more than one year

Due withiti one year

Cash atbank andin hand
Mot borrowings

Amonnls rcpay.\biebyinstalmcmp.m
of which fall due after five years

Total borrowings include

Orthet loans

Commercial paper
Guaranteed notes 1996
Guaranteed notes 1999
Guaranteed notes 2001
Guaranteed notes 2004
Guaranteed debentures 2013
Guaranteed debentures 2022
BiMls of exchange

Debenture stock 2008
Bonds 1992

Others

1993
Bank loans Bank louns
and Other Jined Other
overdrafts loans Towul ovendrafts loans
£m im fm Lt £m
2 7 9 2 11
- 982 982 - 837
Jo8 1,715 2,023 106 1,517
S T S R
22 2,710 3,032 112 2,370
RS T S S
~§ s 2 MR
59)
2824
[ T R U
Yearend
interest 1993
rates %o £fm
US dollar  3.09-3.45 1,269
Us dollar 8.125 199
U5 dollar 6.5 199
US dollar 8.625 198
US dollar 7125 132
US dollar 9.0 197
o US dollar 8.0 197
Sterling 5.75-6.0 214
Swrling 12.125 50
Deutschmark 6.625 -
Various Varinus ___gp_
1738

1992

Total
£m

1992
Ln

1,321
168
167
167
112
166
166

S0
35
106

Commercial paper and other borrowings ate classified as medium term borrowings to the cxtent that there are available

medium term committed facilitics and the intention s to tenew them as they fali due o 1o refinance them threugh such

facilities.

The group hedges its exposure 10 gains and losses on teanslation of foreign cursency NCLASEDS) using foreign currency
borcowings and currency sWaps. These currency swaps have the same effectas depositing sterling and borrowing, for
example, US dollars, Cucrency swaps are taken into account in the above analysis when wranslating the group's borrowings
into sterling. The difference in interest arising from these swaps of £36m (1992 - £62Zm) is included in interest income in

the profit and loss account.

£75m (1992~ £75m) of botrowings due aftermore than onc year and £8m 11992 - £11m) of borrowings due Wi

year were secured on assets of the group-

The group had avatlable unused committed bank facilities at 30th September 1993 of approximately £1,350m

{1992~ £1,200m) alter allocation 1o support the commercial papet and cerain other borrowings.

thin one

The group has arranged interest (are sWaps which have the effect of fixing the rate of interest at an average of 7.69% on US

dollar barrowings totalling £1,200m (1992 -7.93% on US dollar borrowings totalling £1,01 1m) for a weighted average

rerm of 1.7 years {1992 - 2.5 years). In addition, the group has arranged interes rate SWaps Wat have the effect of

converting £199m (1992~ £167m) of Us dollar guaranzeed notes Juein 1999 from fixed interest rates of 6.5% to floating
rates for one year lafter which ifterest pay ments revert to 6.5%2). The intefest rates chown in the tables above ace thase

con-racred on the underlying borcowi

ngs before raking into agcount any interest rate protection.
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NOTES

4% OTHER CREDITORS — Jue within one year 1993 152
£m Lm
Trade creditors 77 618
Bills of exchange payable 8 9
Amounts owed to associates 17 13
Corporate taxation 402 385
Other taxation inciuding social security 126 93
Net obligations under finance leases 8 9
Other creditors 224 187
Ordinary dividends payable 249 246
Acerualsand deferred income 511 480
21 OTHER CREDITORS ~ due after more than one year 1993 1992
im £m
Gross obligations under finance leases due:
Afver five years 29 22
From one to five years 34 33
3 TS
Less: Furuee finance chacges 23 20}
) 35
Corporate taxation 1 5
Ocher creditors 123 128
e 18
23 PROVISIONS FOR LIABILITIES AND CHARGES
Post
employmem  Acquisition Disposal  Deferred
provisions  provisions  provisions taxation Other Total
£m £m £m im Im fm
At 30th Seprember 1992 113 52 213 82 101 561
Exchange adjustments 19 2 3 35 12 71
Acquisivon of subsidiaries:
Balance sheets ar acquisition - - - % 4 (s}
Acquisition provisions - 27 - 4 - 2
Transfers from/{to) profit and loss account 11 - 1 {55} 138 99
Lhilised: ’
Creduted 10 operating profit - - (29) - - {29
Crediced ro resulton sale of businesses - - (83) - - {83)
Goodwill previously provided - - 35 - - 35
Other utilisations 4) (58) {34) - {42) (138)
ACT recoverable - - - b - (1
Delereed tax asset {note 18) - - - 6l = _ 8
At 30th Seprember 1993 139 a3 110 _109 213 §94

Provisions at 30th September 1993 comgprise:
(i) Post employment provisions of £139m comprising £128m (1992

US medical costs and £11m (1992 = £6m}in respect of unfunded habilities,

.11, Acquisition provisions of £23m for integration and reorganisation costs arising 0

businesses.

(i} Disposal provisions of £110m comprising:

n the restructuring of acquired

~ £107m) post employment benefits in respect of

A heer discount provision of £59m {1992~ £88m), The original provision of £130m was setup in March 1991 ro
cover the excess cosr element refating to the supply agreement entered into with Courage as partof the dispasal of the group’s
brewerics, The geoup's managed pubs were commiteed ro purchase beer from Courage for four years from that date ara price
higher thax the open market price. £29m (1992 = £27m) of the provision was utihised and eredited o operating profit from
disconnnued aperations duting the year,
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NOTES

22 PROVISIONS FOR LIABILITIES AND CHARGES — continued
DProvisions of £51m £1992 ~ £72m) arising from commitments in respect of businesses sold ot terminated prior 1 the
year end, of which £18m relates to former Food businesses and £33m refates to former Retailing businesses, ’
Provisions of £nif (1992 = £53m), set up in respeet of losses made on the disposal of businesses subsequent to the
year end.

(iv) Deferred tax of £109m (sce note 23).

{v) Other provisions of £213m, including £118m in respect of the exceptional restructuring costs, plus amounts for
potential employee compensation claims and executive incentive schenies {seenote 31,

23 DEFERRED YAXATION 1993 1992
£m -

Accclerated depreciation 87 100
Pension prepayments 80 38
Other timing differences 4 46
ACT recoverable (123) {122)
v .48 82

US deferred tax asset {note 18) 61 -
Deferred tax liability {note 22} "“1_*_6:9_ .82

Provision for tax on chargeable gains payable on the disposal of revalucd properties is made only when it is decided in
principle 1o dispose of the asset. The tax effect if all properties had been sold at theix book values, and without taking,
advantage of the law relaring to rollover relief, is estimared 10 be £114m (1992 ~ £227m). Other deferred taxation not
provided, principally in respect of aceelerated depreciation amounted 1o £53m {1992 - £66m;}. Deferred tax 1s not
generally provided in respect of labilities which might arise on the distribution of unappropriated profits of overseas
subsidiaries and assocrates, except where dissributions of such profirs are planned, :

1 CALLED UP SHARE CAFITAL
The authorised share capital of the company was £660m {1992 ~ £660m).

During the year 8,072,154 ordinaty shares {aggregate rominal value £2m) were allotted under the share option schemes
for an aggtegate consideration of £25m (1992 -12,502,976 shares, nominat value £3m, constderation £33m).

2,338,252 ordinary shares were allotted during the year as a capitalisation of share premium to sharcholders who opted
for shares instead of cash for dividends {1992 = 1,810,440 shares).

During the year 3,199,998 ordinary shares {aggregate nominal value £1mj were issued ro holders of 995 unsecured
convertible [oan netes who exercised their conversion rights. The aggregate consideration was £8m.

During 1992, 14,140,764 ordinary shares (aggeegate nominal value £4m, consideration £66m) were allorted in connection
with an acquisition and 15,711,102 ordinary shares (aggregate nominal vatue £4m, consideration £52m) were issued to
the holders of §t4% subordinated convertible bonds,

The alloteed and fully paid share capital at 30th September 1993 vwas as follows:

1993 1992

Shares fm Shares £m

Ordinary shares of 25p each 2,069,567,768 518 2,055,957,364 14
Cumulative £1 preference shares:

4349 (now 3.325% plus tax eredic) 1,217,250 1 1,217,250 !

6Y4%h (now 4.375% plus tax credit} 3,278,454 3 3,278,454 R

5% (now 3.5% plus rax eredit) 7,739,411 __8 7,7I9.411 $

530 T

The following potential issues of ordinary shares have not been dealt with in these financial statements:

{1} Under the share option schemes for exceutives {see note 11}, directors and executives hold options to subscribe for up to
29,002,504 (1992 - 29,851,123} ordinary shares at prices ranging between 215p and 471p per share exercisable by 2003,

tii) Under the savings-related share option schemes for employees fsec note 11}, employees hold oprions to subscribe for up
10 9,439,499 {1991 = 7,481,094} ordinary shares at prices between 176p and 408p pee share exercisable by 2001,

giri} The holders of £12im 9% unsecured conveniible loan notes issued by the corpany have the option of converting the
notes meo ordinary shares aca price of 250p per share exercisable up to 1998. These conversion rights could give rise to
the issue of up to 4,800,000 (1992 ~ 8,000,000} ordinary shases.

fiv) Options granted m connecsion with a joinc venture acquisition entitle holders to subscribe forup to 1,890,640
ardinary shares at a price of IR£3,30 per share exercisable berween Apnl 1995 and Apnil 1996,

. .- eme ® . an oy
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25 RESERVES Share Profic

premium Revaluaton  Goodwill and loss Toral

fm £m £m £m im

At 30th September 1992 599 666 (2,205) 4,173 3,233
Retained profit for year - - - 164 164
Exchange adjustments - - {325) 286 (39)
Premiumms on share issucs, less expenses 2% - - - 29
Goodwill written of during the year - - (146} - (146)
Transfer of goodwilt on disposal - - 24 - 24
Deficit on revaluation of properties in associace - (80} - - (80)
Realisation of revaluation reserves - (8) ~- 8 -
At 30th Seprembes 1993 628 576 (2652) 4631 3,185

Geedwill is stated net of £62m of merger reserve and £426m of special rescrve, The merger reserve arose in'1992 on the
issue of shares at a premium in conncetion with an acquisition. The special reserve was created, with shareholder and
Courr approval, in 1988 by a transfer from the share premium account. Aggregate goodwill written off, net of disposals, is
£3,140m {1992 - £2,693m).

Of the £146m goodwill written off during the year, £48m arose on the acquisition of Food businesses, including £24m on
Knack & Back, £89m arose on the acquisition of Drinks businesses, including £44m on Buton, and £9m arose on the
acquisition of Rerailing businesses.

Inctuded in the revaluation reserve is £6%m (1992 ~£1 49m) representing the unrealised reserve on the transfer of the
tenanted pub estace to Inntreprencur Estates Ltd. £80m of the reducrion in the vyear arose from the deficis on revaluation of
investmient proprties in JEL {see note 16).

The exchange adjustments include losses of £149m in respect of local currency borrowings by overseas companies and
£525m in respect of other currency barrowings,

26 CONTINGENT LIABILITIES

The group has given performance guarantees and indemnities to third parties of £205m (1992 - £183m). These mainly
comprise letters of credit arising in the normal course of business, together with the group’s potential obligation arising in
relation to the employee share trust (see note 11). In addition, the group has certain obligations with regard to
Innteeprencur Estates Led {see note 16),

The William Hifl Gr. 4p Ltd alleges thac the total consideration payable for the sale in 1989 of the group's former retail
betting operation should be reduced. As provided in the sale agreement, an independent accountuant has been appointed
to decide whether any such adjustment should be made. The directors are tesisting strongly the aflegation made by The
William Hill Group Ltd and are satisfied that no provision for it should be made in these financial statements, (See note 6).

Thereare a number of other legal ctaims or potential claims against the group, the outcome of which cannot at present be
foreseen. Provision is made in these financial statements for all liabilities which are expected to materialise,

27 COMMITMENTS
{i} Capital expenditure authorised and commitments not provided for in these financial statements are estimated at:

1993 1992
£m £m
Committed 176 48
Authorised but not committed 104 80
(if) At 30th Seprember 1993 the group had minimum annual commitments under non-cancellable operating leases as
follows: :
Land and 1993 Landand 1992
buildings Other Tatal  buildings Other Total
im £m £m £m Lm £m
Operating leases which expire:
Afet five years 103 2 105 108 2 107
Fromonc o five years 40 13 53 ke 12 46
Within one year 8 3 11 6 5 il
151 18 169 145 19 164
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23 RECONCILIATION OF OPERATING PROFIT TO NET CASH INFLOW FROM OPERATING ACTIVITIES

1993 1992

im £m

Qperating profit 810 937

Non-cash element of exceptional operating costs 225 -

Depreciation charge 212 246

Other items 65 37
Decrease/tincrease) in stocks 86 {143)
Increase in debtors {48) {134)
Ducrease in creditors and provisions {40 {3

Net cash inflow from operating activitics 1,320 1)

19 PURCHASE OF SUBSIDIARIES ' 1993 1992

. Balance Eairvalue  Fairvalue

sheetsat  Acquisition balance balance

acquisition  provisions sheets sheels

fm fm £m, L

Fixed assers’ 29 - 29 158
Waorking capital 9] - {6) o 67
Provisions 5 {23) {18} {52)
Net borrowings S VS - {(2) {(85)
Minority interests - - - )
Shareholders' funds __.”_-i_-é —‘(-?3) ! 84
Goodwilk - 125 182
Purchase consideration ' 128 266
Shares issued - (66)
Adjustment for deferred consideration - 2
Cash and cash equivalents acquired 2 &
Purchase consideration paid _130 _229

Acquisinions during the year include Knack & Back in Food and Buton in Drinks. =

Provisions of £23m {net of deferred tax of £4m) have been established to cover integration and reorganisation costs
arising en the restructuring of the acquired businesses.

30 SALE OF SUBSIDIARIES Balance sheets
on disposal

1993 1992

Im £Em

Fixed asscts 56 166
Working capital and provisions 95 112
{Utilisation)/creation of provisions relating t0 businesses sold {43) 53
Goodwill - - 104
{Loss)/proficon sale ____(_2_) __:i-.’:
S$ale consideration 106 587
Adjustment for deferred consideration 3 _ {48
Sale consideration received o _109 _gg

Cash roceived in respect of disposals dusing the yéar includes the sale of Express Foods.
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NOTES

31 ANALYSIS OF CHANGES IN EINANCING

1993
£m im L
At 30¢th September 1992 3,779
Net cash outflow from financing {176) {150
Borrowings of subsidiarics acquired - 38
Shares issued for non-cash consideration - 66
New finance leases o 6 5
Exchange adijustments ) w 706 10
— 536 T
At30ch September 1993 @

Financing comprises share capital, share premium, the merger reserve and borrowings due after more than one year,

together with finance lease obligations of £48m (1992 ~ £44m} and borrowings due within one year with an original

marurity of more than 90 days of £15m (1992 ~ £66m).

1992
Em

3,780

Only the net movement in borrowings under the commercial paper programme is reflected in the constituent elements of

the et cuon vutflow from financing

31 ANALYSIS OF CHANGES [N CASH AND CASH EQUIVALENTS

1993
£m £m L
At 30ch Sepeember 1993 98
Increase/{decrease) in eash and cash equivalents 89 (5}
Exchange adjustments 28 : -
- 117 _
A1 30th Seprember 1993 :_2__!:5-

1992
L

163

{31
28

rr—

Cash and cash equivalents comprise cash ar bank and in hand, less bills of exchange of £8m {1992 - £9m) and borrowings
due within one year with an original maturity of less than 90 days (inclading borrowings repayable on demand) of £126m

{1892 - £202m).

33 SIGNIFICANT PUST BALANCE SHEET EVENTS

Cn st November 1993 the group announced that it had completed the sale of its Chefl & Brewer pubr retailing busincss

10 Scoctish & Newcastle ple for a value of £736m, comprising the assumption by the urchaser of the obligations
under the beer supply agreement (valued a1 £28m} and cercain loan capital {valued ac £86m), together with a cash
payment (£622m).



COMPANY BALANCE SHEET
at 3h September 1993

1993 1992
Notes £m fm £mn £m
Fixed assets o
Tangible assets 35 7 7
Investments 36 1,402 1,273
1,409 1,280
Current assets
Debtors 37 2,702 2,175
Cashar bank 2 4
Creditors ~ due within one year
Debenture loans {17) {26)
Orther creditors 38 (_l_,_(_)ﬁ) {1 ,_.z;i:')’_j
(1080 (1.379)
Nat current asscts 1,624 _797
“Total assers less current liabilicies ‘ 3,033 2,077 -
Provisions foc liabilities and charges 39 . ﬁ) wﬂ_ﬁ
Capital and reserves
Called up share capital 24 530 526
Reserves 40 \
Share preminm account 628 399
Other reserves 448 488
Profir and loss account 1,380 450
3,026 2,063

P

The financial statements on pages 40 to 65 were approved by a duly appointed and authorised committee of the
Board of Directors on 2nd December 1993 and were signeyd on jts behalfby:

Sir Allen Sheppard, Director
D P Nash, Director
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RINCIPAL GROUP COMPANIES

Food

ALPO Petfoods, Inc
Brossard Surgcles'SA\ ;
Consetvas Chistu, SA

The Hiagen-Dazs Company,
inct

The Pillsbury Company¥
Pilisbury Canada Ltd

Pillsbury GmbH?

Pitseeal SAT

Drinks
AFDSA

R&A Bailey & Company
Carillon importers Ltd
Francesco Cinzano & CIA
SpAT

Crofe 8 Ca La

The companics listed on pages 66 and

group.

Couritry of
incorporasion

USA

France
Spain

USA

USA

. Canada

Germany

trance

Spain

lreland

USA

Traly

Pertugal

Country of
.
aperation

USA

France
Spain

USA, Japan,
Canada,
Europe

UsSA

Canada

Germany

Europe

3pain

{reland —-
exporting
worldwide

USA
Worldwide

Portugal -
exporting
worldwide

Percentape
of equity
owned
100%

100%
100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

67 include those which principally

Business
desesiption

Manufacture and marketing of
dog food, car food and dog
treats.

Manufacture and marketing of
frozen bakery products.

Manufacture and marketing of “
fresh and shelf-stable vegetables.

Manufacture and distribution of
superpremium ice cream and
frozen desserts.

Manufacture, marketingand
distribution of bakery products,
frozen and shelf-stable
vegetables and frozen pizza.

Manufacturs, marketing and
distribution of vegerables, dough
and pizza snacks.

Manufacture and marketing
of ready meals, canned s0ups,
frozen gateaux and savoury
products.

Manufacture of baked goods
and co-ordination of the Green
Giant vegetable business across
Europe.

Importation, distribution and

marketing of wines and spirics.

Production, distribution,
marketing and exporting of
cream liqueur.

Importation, distribution and
marketing of wines, spirits and
other adult beverages.

Preduction, distribution and
marketing of vermouth; local
distribution of wines and spirits.

Production, distribution,
marketing and exporting uf port
wine.

affect the profits apd assets of the



NOTES

30 OTHER CREDITORS - due within one year 1993 1992
fm £m
Amounts owed to subsidiaries . . 711 Lol
Corporate taxation 66 3
Other creditors 27 6
Ordinary dividends payable : 249 245
Accruals and deferred income o 10 8
38 PROVISIONS FORLIABILITIES AND CHARGES N Post
) : employment Deferred
provisions taxation Total
. £m fm £m
At 30th Seprember 1992 5 9 14
Transfers from/{to} profic and loss ascount 3 {25} {22)
Utilised ; (1 - (i)
Transfet to debrdts {note 37) - 16 16
At 30th September 1333 7 - 7
40 RESERVES Share -« Profit
premiumn Other”  andloss Toral
£{m fm £m {m
At 30th September 1992 599 488 450 1,537
Profit for year - - 930 930 -
Preminme on share issues, less expenses 29 - - 29
£t 30th September 1993 618 488 1,350 2,496

Othee resecves comprise 3 merger teserve of £62m and a special reserve of £426m, The mesger rescrve arose in 1992 on the

s of shares ata premivm in connection with an acquishion. The speaial reserve was created, with sharcholder and Court.
approval, in 1988 by a transfer from the share premium account,

A1 CONTINGENT LIABILITIES :

The company has guaranteed (citain bortowings, liahilities and commirments of subsidiazics which at 30th September
1993 amounted to £2,477m, £25m und £74m tespectively (1982~ £2,441m, £96m-and £69m respectively). These include
irrevocable guarantees of the liabilities of certain of its Irish and Dutch subsidiaries. In addition, the company has certain
obligations vith regard to the employee share trustand to Inntrepreneur Estates Lid ~see notes 11 and 16 respectively, and
is in dispute with The Willizm Hill Group Ltd ~ see note 26,
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NOTES

348 COMPANY PROFIT AND LOSS ACCOUNT
The company’s results are included in the consolidated profit and loss account 50 a separate profitand loss account is not

presented.
35 FIXED ASSETS ~ TANGIBLE ASSETS Fixtures  Plant and
and fittings  machinery Total
£ £fm Lm
Cost
At 30th September 1992 9 - 9
Additions o 1 - 1
Disposals, | - (m )
Transfers from subsidiaries - 8 8
Az30th Scptember 1993 10 7 17
Depreciation - - -
At 30th September 1992 2 - 2
Provided during tic yeat 2 - 2
Disposals - (1) {1)
Transfers from subsidiacies - 7 7
At 30th Seprember 1933 T e 10
Net book value - - T
At30th September 1993 _ 8 _1 7
At 30th Seprember 1992 7 ~ 7
36 FINED ASSUTS = INVESTMENTS Investment Sharesin Loans
in1EL subsidiaries to IEL “Total
fm £m fm Lm
Cost
At 30th September 1992 - 1,279 - 1,279
Transfers from subsidiasics 142 - 360 502
Dispasals - ) - _271)
At 30th Seprember 1993 142 1,008 360 1,510
Less: Provisions
A130th September 1992 - 6 - , 6
Additions - _102 - _io2
At 30th September 1993 = 108 ;- 108
Net book value
At 30th Seprember 1993 _ia 00 360 1,402
At30th September 1992 - 1,273 - 1,273
Details of the principal group companies are given on pages 66 and 67,
37 DEETORS 1993 1992
£m £m
Amounes owed by subsidiaries 2,537 1,968
Other debtors 17 54
Pension prepayment 8 7
Other prepayments and accrued income { 24
Deferred taxation {note 39) 16 -
ACT recoverable 123 _3_.}2.

Debrors include £13 1m (1992 — £129m) which is recoverable after more than one year.



PRINCIPAL GROUP COMDPANIES

Perceatage
Country of Country of of equity Business
incorporation  operation owned description

Drinks — continued

Croft Jerez SA Spain Spain - 100% Production, distribution,

exporting marketing and exporting of
worldwide sherry.

Gilbey Canada Inct Canada Canada 100% Production, distribution,
marketing and wholesaling of
wines and spirits,

Heublsin Inct USA Worldwide  100% Production, importing and
marketing of wines and spirits.

International Distillers and England Worldwide  100%* Producrion, distribution,

Vintners Ltd} marketing, exporting and
importing of wines, spirits and
other adult beverages.

Justerini & Brooks Ltd England UK - 100% Distilation, marketing and

exporting export of Scotch whisky.
worldwide

S&E8A Metaxa SAT Greece Greece 100% Production, distribution and .
marketing of spirits.

Sovedi France SA " France France 100% Importation, distribution and
marketing of wines and
spirits.

The Paddington Corporation  USA USA 100% Importation, distribution and
marketing of wines and spirits.

Retailing

Burger King Corporation USA USA, 100% Fast food retailing.

Canada,
Evrope

Grand Metropolitan Estates England UK 100% Management of the group’s

Ledi property activity.

Inntreprencur Estates Lid EnglanJ UK 50%* Property investment company.

Pearle Inct UsA USA, 100% Retailing of eye care products

Netherlands and services.
Corporate
Grand Metropolitan Finance England ux 100%* Financing company for the

PLC group.

*Directly owned by Grand Metropolitan PLC
+Carries on the business described in the countries listed in conjunction with its subsidiaries and other

group companics.
The Chef & Brewer Group Lid (UK managed pubs) has been sold since the year cnd,

(=3
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INFORMATION FOR US SHAREHOLDERS

The group's financial statements are prepared in accordance with generally accepted accounting principles (GAAPR}
applicabls in the United Kingdom, which differ in certain significant respects from those applicablein the United States,
The escimated effects of such differences on net mcome and shareholders” equity are set out below.

Estimated effect on net inconve of differcnces between UK and US GAAP 1993 1992
Notes £m £m
Net income per UK GAAP 413 616
Adjustment in respect of discontinued operations {al (3% {1440
R 472
Adjustments in respect of continuing operations:
Goodwill and other intangibles {b) {143) {124)
Revatuatior: of land and buildings {c} 2 1
Dzpreciation of certain buildings (d) (11} {12)
Property disposals O] - (5}
Sale of assets 10 an associated company 1] 8 {5)
Deferred taxation ] i1) {4)
Acquisition accounting ‘ . {h) {19) (18}
Pensions and other post employment benefits { {14} (20)
QOther ttems (8) £6)
Estimated nes income per US GAAP - -
Continuing operations 188* i
Income from discontinued operations @) 15 79
{LaasHgain on sale of discontinued operations {a) ___(E} 127
et income before cusnulative effect of accounting change 227 482
Cumulative effect of change in accounting from st Qctober 1331 )
For post retirement benefity other than pensions {net of tax effect of £10em} - _{19)
Net income _227 463
Primary carnings per ordinary share in accordance with US GAAP i) pence pence
Conrinuing operations 9.1 13.3
Discontinucd aperations _12 _ie.r
Net income before cumulative effect of accounting change 11.0 23.6
Cumulative eifect of accounting change - _{1.0)
Net income 11.0 22.6

Primary earnings pér Ametican Depositary Share
Ner income 44.0 90.3

*Net incorie from continuing operations for the year ended 30th Seprember 1993 includes £113m (5.5p per ordinary
share) reorganisation €osts to restructure the group's overhead and operational basc, 2 £48m (2.3p per ordinary share)
write down in respeee of the group's UK properties and a £43m (2.1p per ordinary share) provision in respect of the
consideration and mterest receivable on the sale o1 the group's farmer retail betting operation.

Estimaced cumulative effect on sharcholders' equity of dilfezences 1993 1992
between UK and US GAAP Notes fm Lm
Shareholders’ equity per UK GAAP 3,715 3,739
Estimated adjustments:

Goodwill and other intangibles ] 2,080 1,892
Revaluation of land and buildings (& {578} {660}
Depreciation of certain buildings {d) {66) £50)
Sale of assets 10 an assosiated company {f) {440} {+48)
Deferred taxanon (3 (223) {(224)
Ordinary dividends (k) 158 154
Pensions and other pase employment benefits {i (40} (23j
Other differences in accounting principles _{10%) 18
Shareholders' equity per US GAAP 4497 4,346
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INFORMATION FOR US SHAREHOLDERS

Notes on differenices between UK and US GAAP

{a) Discontinued operations '

The adjustment in respect of discontinued operations tepresents the UK GAAP gainfloss on dispasitions aggregated with the nat
income atribucable to such businesses up to the date of disposal which, under US GAAD, have been disclosed as discontinued
operations. These amounts, after giving effect to cectain of the adjustments deseribed in (b} to (i) below, are presented for US
GlAP ?urposes 13 income from discontinued operations and gain/(loss) on sate of discontinued eperations in the net income
recongiliation.

(b} Goadwill and other intangibles :

The group writes off certain intangible assets, which include poadwill and lease, management and franchise agreements, direct 1o
retained sucplus ia the year of acquisition, Under US GAAP, these intangible assets would be capitalised in the balznce sheetand
amortised through the statement of income over a period not execeding 40 years, Significant owned brands acquired by the group
aftee Lst January 198§ are recorded on the balance sheer. The group does nat provide amortisation on these assets, Under US
GAAD these assets would be considered as part of goodwill and amortised through the sratement of incame over a period not
exceeding 40 years, For the putposes of calcutating the effect of capitalising the goodwill on the balance sheet and amortising the
goody, it nd brands through the statement of income a life of 40 years has generally been asswned,

(¢} Revaltation of lzad and buildings .

UK GAAP aliows e periodic revaluation of land and buildings, Prafessional valuations of the majoricy of the group"s propertics
were carried out at 30th Septeinber 1988, The investnient properties of Inntreprereur Estates Lid are revalucd annually. The
geoup calculates depreciation on the revalued basis from the date of the revaluation. Under US GAAP such revaluations of
property would not be reflected in the financial statements and depreciation would be based on historical cost

td) Depreciation of certain buildings

The group does not depreciate frechold and long Jeasehold public houses. In addition, a small number of industrial buildings are
depreciated over periods beoween 60 and 160 ycars, This policy does not conform to US GAAFR. For the purposes of the
reconailiations a EF: of 60 years has been assumed for these assers,

{e} Property disporals

Applying the differences between UK and US accounting principles results in changes to the carrying values for property, Because
of these differences a dsfferent gain or loss arises on the disposal of propenty under UK GAAPR from that determined under US
GAAR.

{f) Sale of assets 1o an associated company
Under UK GAAR, where an asset is sold 10 an associated company, the proportion of the gain or Joss relating to the group®s share
of the equity in the assosiared company 18 generally accoused for as unrealised and is taken directly to retained surplus, Under US
GAAR, the tiining of and accounting treatment for, the sale of asse1s to an assoarated company may differ from UK GAAP asic

depends on the amount of cash realised and the extent of guarantees given in respect of the associated company's indebtedness.
Under US GAAP no gain has been recognised to date on the saie of 235¢2 to Inntrepreneur Estates Ltd inthe statement of income.

(g) Deferred taxation

UK GAAP requises that no provision for deferred taaation should be made if there is reasonable evidence that such taxation will
not be payable within the foresccable future. Where deferced taxation 15 provided, provision is made on the liability method. This
does not conform to the U3 practice as set out in Accounting Principles Board Opinion 11 of providing defetred taxation on all
tming differences on the deferral basis.

th) Acquisition accounting

Unider UK, GAAP there are certain costs which may be provided as part of the purchase accounting adjustments on an acquisition
which under LUS GAAP arc included in the statement of income when those costs are incutred, Examples of such items include
cestain costs in fespect of salarics of individuals made redundant, the closure of cerzain of the group's existing operations and the
rectification of inadenquate operating systems.

(i) Peasions and other post cmployment benefits

The group accounts for pension costs under the rules set out in Statement of Standard Accounting Practice 24, Accounting for
Punsion Costs (SSAP 24, Tts objective and principles arn broadly in line with those set out in the US accounting standard for
pensions, SFAS 87 Employers' Accounting for Pensions, However, SSAP 24 is less prescniptive in ity provisions and allows the use
of different measurement pranciples.

Prior to 15t October 1991 there was no difference between the accounting for post employment medical benefits under UK and US
GAAP. Effective from 15t October 1991 the group adopted, for US GAAP, SFAS 106, Employers' Accounting for Post Retirement
Benefits Other Than Pensions. The application oF this standagd in 1992, 10 provide {ully for the transitional liability, is included

in the net income reconciliation as a cumulative effect adjustment net of income taxes, The provisions of SFAS 106 are more
prescriptive than those required by UK GAAD which allaws the use of different assumprions and atlozation periods for spreading
COStS. "

{j) Earnings per ardinary share )

Under UK GAAP basic earnings per ordinary share is computed using the weighted averaps number of shares in issue during the
year, US GAAP also includes inthe computation for primary carnings per ordinary share the dilutive effect of all outstanding share
aptions and common share equivalents undee the treasury stock method, Under UK GAAD the weighted average nuniber of shares
fot prior years s restated to reflect the bonus clement of tights issucs. Under US GAAP no restatement is made,

Primary earnings per Ametican Depositary Share are calculated on the basis of four ordinary shares representingone Asnerican
Depositacy Share,

{k1 Ordinary dividends

Under UK GAAP the propused dividends on ordinary shares, a3 recommended by the directors, are deducted from siarcholders®
equity and shown as a liability in the balance shect at the end of the period to which they relate. Under US GAAP such dividends
would only be deducted from shaccholders’ equity at the date of declagation of the dividend,
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SHAREHOLDER ANALYSIS

Percentage Percentage
Number of of total Numbet of  of ordinary
At 30th Seprember 1993 holders holders shares share capital

Classificazion of shar¢holdecs
Private holders 91,2290 65,98 211,308,517 10.21
Nominee companies 34,482 2645 1,415,071,647 68,38
Corporate holders 2,142 1.64 83,758,325 4,05
Trusts {pension funds et} 2,076 1.59 141,066,109 6.81
Insurance companies 435 0.34 218,363,170 10,535
130,355 10G.00 2,069,567,768 100,00

Shareholding range
1~ 00 21,752 21,29 6,793,797 033 .

501— 1,000 28,880 22.15 22,142,656 1,07
1,001~ 5,000 60,358 46,30 133,173,927 6.44
5,001~ 50,000 11,481 8.81 128,048,978 . - 6.19
50,001 - 100,000 570 0.44 41,036,218 1.98
109,001 = 500,000 855 0.66 193,352,262 9.34
500,001 and over 459 0.35 1,545,019,930 74.65

130,355 100.00 2,069,567,768 100,60

SHARE DIVIDEND PLAN
The company's share dividend plan was again in operation during 1993, During the four-year fife of the plan, a total of
8,852,519 ordinary shures have been allotred and the number of participants has reached 21,531,

Where the price per share used o calculate enticlement to new shares {“Share Price®) differs substantially from the
markee value oii the ficst day of dealings in the new shares on she London Stuck Exchange {*Opening Value™), the
Qpening Value will be taken when calculating gross income for UK raxation purposes. The inland Revenue normally
regards a difference of 15 per cent either way as “substantial™, Foz both dividends paid during 1993 the Share Price did
not differ from the Opening Value by more than 1§ per cent.

The following table shows how the UK taxable income eelating to the receipt of each new share under the share dividend

plan is caleulated:
Opening Gross income for
Share Price Value UK tax purposes
Final dividend 1992 (13cth April 1993) 4384p 425.5p 348p*
Interim dividend 1993 (4¢h October 1953) 398.4p 419.5p 498p*

* Grossincome for UK tax pueposes equals Shage Pace growsed up for tax ar the basse sate of 20%.

SHARE SUB-DIVISION

On 15th April 1992, the ordinary shares of $0p cach in issue became two shares of 25p cach. All entries on the share
register were updated but no new share certificates for 25p shares were issued and existing certificates for 50p shares remain
valid and represent the increased number of shares,

ANNUAL GENERAL MEETING

The AGM will be held on Tuesday, 151 March 1994 a¢ 11,15 am in the Great Room, Grosvenor House, Park Lane,
London W),
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RECENT DIVIDEND HISTORY

Ordinary dividends
Imputed
Record Payment Gross tax Net
date date dividend  withheld  payment
25 Jan 9} 8apr §.53p*  213p°  640p°
9 Aug9i 709l 560p*  1-40pT  +20pT
24 Jan 92 §Apro2  9:53p*  2:38p7 7-15p*
7Aug92  SO«92  613p  153p +60p
22Jan 93 L3 Apr 93 963p 193p 70p
6Aug93 40ct93 &06p i-2ip +85p
28Jan 94 1l Aprdd 10-19pt  2-Udp 815p7

* Adjusted to reflect the rwa for one ordmary share
division on 15th April 1992,
+Proposed dividend

K SHAREHOLDERS

Low-cost share dealing service

This service offered by Hoare Govett allows sharcholders
to buy and sell GrandMet shares in a simple aud low cost
manner, For more details contact:

Amanda Hazle or Michelle Savin-Jones

Hoare Govett Corporate Finance Limited,

4 Broadgate, London EC2M 7LE.

Telephone (D81} 847 7730.

Personal equity plans {PEPs)

tr 1992 GrandMet introduied a General PEP and a
Single Company PEP, Details may be obtained from, and
queries direcred 1o

‘The Plan Manager,

Beadford & Bingley PEPs Limited, PO Box 50,

Many Street, Bingley, West Yorkshire B 16 2LW
Telephone helpline [0274) 555667.

UK tax on capital gains

A leaflet For UK capital gains purposcs, which includes
details of the rights, capitalisation issues and share
sub-division which have occurred since 31st March 1982,
is available from the Secretary on request.

Registrar and transfer office

All administranve enquintes relating to sharcholdings
should, in the figstinstance, be directed 10 The GrandMet
Registrar and clearly state the registered sharcholder's
name and address. Please write (0

“The GrandMet Registear, CMG Share Registration Division,
Astrd Centre, Edinburgh Way, Harlow,

Essex GM20 2BE.

Telephone {0279} 453366,

ADRs .
Yoreign
Record Payment Gross tax Net
date date dividend  withheld  payment
25jans1 23 Apr9 5,60 $.09 §5.51
9Aug?1l 1103l 5.39 5.06 §.3
24Jan92 10 Apr 91 S.67 5,10 $.57
7Augd92 909l 542 §.07 $.35
22Jan93 16 Aprdd 5.60 5.09 S.51
Aug33 093 536 5.05 53
28Jan 94 18 AprId S.61*F  5.09*° 5,524

**sing $1.50 per £1.00 for iBustration purpases. The
actual rate of exchange used in derenmining the dollar
payment to ADR holders will be the exchange rate on
1t Apnil 1994

Us SHAREHOLDERS

ADRs

Grand Metropolitan ADRs were listed on the NYSEon
13¢h March 1991, One Aniecican Depositary Receipt
{ADR] isequivalent to four ordinary shares.

The company files reports and other docaments with the
Securities and Exchange Commission which are avalable
for inspection and copying as the SEC’s public reference
facilities.

Dividends

Qualifying US and Canadian resident ADR holders are
entitled to a refund of the 20/80chs UK tax credic antaching
1o the 1993 interim and proposed final Jividends, less a
15% UK withholding tax charge on the sum of the
dividend and the rax'credit.

ADR depositary
Morgan Guaranty Trust Company of New York is depositary
for Grand Metropolitan American Depositary Shares.

All queries concerning ADR records, certificates, or
transfer of ordinary shares into ADRs should beaddressed to;
Morgan Guaranty Trust Company of New York = ADR,
PO Box 8205, Boston, MA 12266-8205.

Telephone (617) 774 4237.

US dividend reinvestment plan

All queries should be addressed to:

Morgan Guaranty Trust Company of New York,
GrandMer Dividend Reinvesument Plan,

PO Box 9073, Boston, MA 02205-9948,
Telephone 1-800-428-4237,

Investor relations

For investor inquiries contace:

Grand Metropohtan Ing, 712 Fifth Avenue,
Suice 4600, New York, NY 10019,
Telephone {2124 55+ 9200,




1989 1990 1921 1992 1593 1993

Balance sheet £m Em £m Im £in Sm
Intangible assets 2,652 2,317 2464 2,492 2,924 4,386
Fixed assets 3,983 3,970 3,613 3,351 3,398 3,097
Other assets/{liabilities) (153 28 (26) 383 2356 384
6,483 6,315 353 6,228 6,578 9,867
Less: Net borrowings (3,641} (2,888) (2,599) (:2_34‘_{1 ) (2,824)  (4,236)

2,842 3,427 3,454 3,787 3,754 3,631

Capital and reserves 2,810 3,401 3,422 3,759 3,715 5,573
Minority interests 32 26 32 28 39: 58
2,842 3,427 3,454 3,787 3,754 5,631

Profit and loss account
Turnover 9,298 9,394 8,748 7,913 8,120 12,180 .
Operating profit before exceptionals :

Continuing operations " 623 716 824 808 258 1,437

Discontinued operations 288 297 196 129 77 16 |

911 1,013 1,020 937 1,035 1,553

Share of profits of associates 18 3 10 16 24 36
Interest ' {280 (239) (171) (94) {143) (215)
Profit before exceptionals and taxation 649 797 859 859 16 1,374 '
Exceptional items:

Charged to operaxing profit and interest - - - - (247) (371)

Disposal of fixed assets 68 54 32 13 15 23

Sale or termination of businesses 502 112 {450) 41 {54) {81)
Profit before taxation 1,218 963 441 913 630 945
“Taxation {337) {303) (223) (295} {211) (317)
Profir after taxation 882 658 218 618 419 628
Minority interests (7) {4) {5) ) (6) (%) ’
Profit for the financial year 875 654 213 616 413 619 |
Ordinary dividends _(167) (198} (218) _(246) _(49) _(373)
Transferred to reserves 708 436 () 370 164 246
Earnings per share (note 1)

Before exceptionals 23.5p 26.6p 29.0p 28.4p 29.7p $045

After exceptionals 47.3p  3.1p 10.7p  303p 200p  $0.30
Ordinary dividends per share 12.75p 20.-4p 22.7p 12.3p 13.0p  $0.20
Asadjusted {nore 1) 8.8p 10.2p  11.35p

Notes

1 Adjustrents have been made to take account of the 1989 rigauts issue and the 1992 share division.

2 Prior year figures have been restated to reflect subsequent changes in accounting policies.

3 For the convenience of US readers, the 1993 figures have been translated to US dollars ac the rate of £1,00=51.50
{the rate on 30th Seprember 1993),

Devwpacd by Cary Kansara Dunne  Prisicd by Rayk Frise
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