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GRANDMET FOODS (UK) LIMITED
DIRECTORS' REPORT

The directors have pleasure in submitting their annual report, together with the audited
financial statements for the twelve months ended 30 June 2000.

Activities

The company’s principal activity is as the parent holding company of the majority of the
companies comprising Diageo plc’s food sector in the United Kingdom.

Euro

The directors do not anticipate that there will be any implications on the activities of the
company on the introduction of the Euro. There are no costs associated with the
introduction of the Euro. A statement explaining the impact of the introduction of the Euro,
and the programme put in place to deal with this along with associated costs, for the Diageo
group is disclosed in the annual report of the ultimate parent undertaking, Diageo plc.

Financial

The results for the period shown on page 7 are for the twelve months from 1 July 1999 to 30
June 2000.

Directors

The directors who held office during the period were as follows:

Mr J M Summerlin
Mr R J Gardner

Emoluments

None of the directors received any remuneration during the period in respect of their
services as directors of the company (1999:£nil).

Directors' Interests

No directors had any interest beneficial or non-beneficial in the share capital of the company
or had a material interest during the period in any significant contract with the company.

The directors who held office at the end of the financial period had the following beneficial
interests in the shares of the ultimate parent company, Diageo plc:-

(1) Ordinary shares and conditional rights to ordinary shares
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GRANDMET FOODS (UK) LIMITED

DIRECTORS' REPORT (continued)

Director’s Name Ordinary Shares Conditional Rights te Ordinary Shares
Atbeginning Atendof  Atbeginning of Grantedin Vestedin  Atend of
of year (or Year year (or date of Year Year Year
date of appointment
appoinfment
John Summerlin NIL 3,000 13,820 NIL (4,820) 9,000
Roger Gardner 2,018 2,506 1,800 NIL NIL 1,800

(i1)

The directors were granted conditional rights to receive ordinary shares, or
exceptionally, a cash sum under certain long term incentive plans (The Grand
Metropolitan Restricted Share Plan (‘GrandMet RSP’), the Share Incentive Plan and
the Total Shareholder Return Plan (‘TSR”)). The GrandMet RSP vested during the
year and the directors received 56% of their conditional rights to ordinary shares. The
conditional rights to ordinary shares are subject to share performance criteria of Diageo
plc ordinary shares. Full details of the performance criteria are disclosed in the annual
report of the ultimate holding company, Diageo plc.

Options
Director’s Name Options Over Ordinary Shares
At beginning of Granted during  Exercised  Atend of
Year (or date of the Year during the Year
appointment) Year
John Summerlin 78,129 18.040 NIL 96,169
Roger Gardner 26,180 5,489 {488) 31,181

The directors held the above options under Grand Metropolitan plc and Diageo plc
share option schemes at prices between 314p and 456p per ordinary share exercisable
by 2007. The options are granted at market value on the date the option is granted and
the option price is payable when the option is exercised.

The mid-market share price of Diageo plc shares fluctuated between 384p and
696.5p per share during the year. The mid-market share price on 30 June 2000 was
593p.
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GRANDMET FOODS (UK) LIMITED

DIRECTORS' REPORT (continued)

Director’s Name Ordinary Shares Conditional Rights to Ordinary Shares
Atbeginning Atend of  Atbeginning of Grantedin Vestedin  Atend of
of year {or Year year (or date of Year Year Year
date of appointment
appeintment
John Summerlin NIL 3,000 13,820 NIL (4,820) 9,000
Roger Gardner 2,018 2,500 1,800 NIL NIL 1,800

(ii)

The directors were granted conditional rights to receive ordinary shares, or
exceptionally, a cash sum under certain long term incentive plans (The Grand
Metropolitan Restricted Share Plan (‘GrandMet RSP’), the Share Incentive Plan and
the Total Shareholder Return Plan (*TSR’)). The GrandMet RSP vested during the
year and the directors received 56% of their conditional rights to ordinary shares. The
conditional rights to ordinary shares are subject to share performance criteria of Diageo
plc ordinary shares. Full details of the performance criteria are disclosed in the annual
report of the ultimate holding company, Diageo plc.

Options
Director’s Name Options Over Ordinary Shares
At beginning of Granted during  Exercised  Atend of
Year {or date of the Year during the Year
appointment) Year
John Summerlin 78,129 18.040 NIL 96,169
Roger Gardner 26,180 5,489 {488) 31,181

The directors held the above options under Grand Metropolitan PLC and Diageo plc
share option schemes at prices between 314p and 456p per ordinary share exercisable
by 2007. The options are granted at market value on the date the option is granted and
the option price is payable when the option is exercised.

The mid-market share price of Diageo plc shares fluctuated between 384p and
696.5p per share during the year. The mid-market share price on 30 June 2000 was
593p.
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GRANDMET FOODS (UK) LIMITED

DIRECTORS' REPORT (continued)

Auditor

A resolution is to be proposed at the annual general meeting for the re-appointment of
KPMG Audit Plc as auditor of the company.

By order of the board

D st

R J Gardner
Secretary

Harman House

1 George Street,
Uxbridge

Middlesex, UB8 1QQ

I M- Morendiar2000
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GRANDMET FOODS (UK) LIMITED

DIRECTORS' RESPONSIBILITIES IN RESPECT OF THE PREPARATION OF
FINANCIAL STATEMENTS

The following statement, which should be read in conjunction with the report of the auditor
set out on page 0, is made with a view to distinguishing for sharcholders the respective
responsibilities of the directors and of the auditor in relation to the financial statements.

The directors are required by the Companies Act 1985 to prepare financial statements for
each financial period which give a true and fair view of the state of affairs of the company at
the end of the financial period and of the profit or loss for the financial period.

The directors in preparing the financial statements on pages 7 to 14 consider that, the
company has used appropriate accounting policies, consistently applied and supported by
reasonable and prudent judgements and estimates, that all accounting standards which they
consider to be applicable have been followed and that it is appropriate to use 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 ensure 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 to safeguard the assets of the company and to prevent and detect fraud and other
irregularities.

&S

™ Noembel 2000.
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GRANDMET FOODS (UK) LIMITED

REPORT OF THE AUDITOR, KPMG AUDIT PLC
TO THE MEMBERS OF GRANDMET FOODS (UK) LIMITED

We have audited the financial statements on pages 7 to 14.
Respective responsibilities of directors and auditor

The directors are responsible for preparing the directors’ report and, as described on page 5
the financial statements, in accordance with applicable United Kingdom law and accounting
standards. Our responsibilities, as independent auditors, are established in the United
Kingdom by statute, the Auditing Practices Board and by our profession’s ethical guidance.

We report to you our opinion as to whether the financial statements give a true and fair view
and are properly prepared i accordance with the Companies Act. We also report to you if,
in our opinion, the directors’ report is not consistent with the financial statements, if the
company has not kept proper accounting records, if we have not received all the information
and explanations we require for an audit, or if information specified by law regarding
directors’ remuneration and transactions with the company is not disclosed.

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
company's circumstances, consistently applied and adequately disclosed.

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

Opinion

In our opinion the financial statements give a true and fair view of the state of the company's
affairs as at 30 June 2000 and of its profit for the year then ended and have been properly
prepared in accordance with the Companies Act 1985.

fr7t AalS £

4 : i
KPMG Audit Plc
Chartered Accountants
Registered Auditor

London
90 mever® 2000
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GRANDMET FOODS (UK) LIMITED
PROFIT AND LOSS ACCOUNT

For year ended 30 June 2000

12 months ended 12 months ended
30 June 2000 30 June 1999

Notes £°000 £°000
Interest receivable and similar income 4 2.583 3.012
Profit on ordinary activities before
taxation 2,583 3,012
Tax credit (charge)on profit on ordinary 5 443 926
activities
Profit on ordinary activities after taxation 3,026 2,086
Dividends receivable 6 - 256,000
Dividends payable 6 - (255,000)
Preference dividend 6 (1.449) (1,932)
Profit for the financial period transferred
to reserves 11 1,577 1,154

There are no recognised gains and losses other than the profit for the financial period and
consequently a statement of total recognised gains and losses has not been presented as part
of the financial statements.

There 1s no difference between the profit for the period and the historical profit for the
period and consequently no note of historical cost profits has been presented as part of the
financial statements.




GRANDMET FOODS (UK) LIMITED

BALANCE SHEET

As at 30 June 24000

30 June 2000
Notes £000 £°000
Fixed assets
Investments 7 328.976
Current assets
Debtors 8 49,204
Creditors — amounts falling due
within one year 9 (329.814)
Net current liabilities (280.610)
Total net assets 48,366
Capital and reserves
Called up share capital
- equity 1,000
- non equity 42.000
10 43,000
Share premium account 105
Other reserves 1,900
Profit and loss account 3.361
11 5,366
Total shareholders' funds 48.366

Page 38

30 June 1999
£2000 £°000
328,976
302,621
(584.808)
(282.187)
46,789
1,000
42,000
43,000
105
1,900
1,784
3,789
46.789

The financial statements on pages 7 to 14 were approved by the Board of Directors on
™ NoV . 2000 and signed on its behalf by:

Cpm LA

J M Summerlin

Director
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GRANDMET FOODS (UK) LIMITED

NOTES (Forming part of the financial statements)

1.  Accounting Policies
Basis of preparation

The financial statements of the company are prepared under the historical cost
convention and comply with applicable UK accounting standards. The bases used are
consistent with those used in the previous period. The company has not presented
group financial statements by virtue of section 228 of the Companies Act 1985.

The company is a wholly owned subsidiary of Diageo plc and is included in the
consolidated financial statements of Diageo plc, which are publicly available.
Consequently, the company has taken advantage of the exemption from preparing a
cash flow statement under the terms of Financial Reporting Standard No 1 (Revised
1996). The company is also exempt under the terms of Financial Reporting Standard
No 8 from disclosing related party transactions (but not balances) with entities that are
part of the Diageo plc group or investees of the Diageo plc group.

Investments

Investments are valued individually at the lower of cost and net realisable value. All
investments are unlisted and the net realisable value is estimated by the directors.

Deferred Taxation

The charge for taxation is based on the profit for the period and takes into account
taxation deferred because of short term timing differences between the treatment of
certain items for taxation and accounting purposes. Provision is made for deferred tax
only to the extent that it is probable that an actual liability will crystallise.
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GRANDMET FOODS (UK) LIMITED
NOTES (Forming part of the financial statements)
2. Auditors

Auditor’s remuneration was paid on behalf of the company by a fellow group
undertaking.

3. Directors emoluments

No director has been paid any remuneration during the period, or previous
period, for his services as a director of the company.

The directors were remunerated for their services cither as directors or senior
executives of Pillsbury UK Limited and, where appropriate, emoluments are
disclosed in the financial statements of that company.

4, Interest receivable and similar income

12 months ended 12 months ended

30 June 2000 30 June 1999
£°000 £000

Interest receivable from group
undertakings 2,583 3,012

5. Tax on profit on ordinary activities

12 months ended 12 months ended

30 June 2000 30 June 1999
£000 £2000
UK corporation tax credit/(charge) at
30 % (1999 — 30.75%) on the profit for
the period on ordinary activities - (926)
Prior year adjustment 443 -
443 926

Companies in the Diageo plc group generally apply group relief rules in administering
their taxation positions. From 1 July 1999 the company has agreed to change its policy
from paying/charging for group relief so that group relief is effected for nil
consideration. As a consequence the company has neither a current tax charge nor
credit for the year ended 30 June 2000. The prior year adjustment principally results
from a reassessment of group relief in respect to earlier periods.
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GRANDMET FOODS (UK) LIMITED

NOTES (continued)

6. Dividends

12 months ended 12 months ended

30 June 2000 30 June 1999
£2000 £°000
Ordinary dividends receivable from - 256.000
subsidiaries
Ordinary dividend payable to parent - (255.000)
Preference share dividend (1.449) 1,932
7. Fixed asset investments
Subsidiary
undertakings
£°000
Shares
At cost at beginning and end of period 378,300
Provision at beginning and end of period (49.324)

Net book value at beginning and end of period 328,976
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GRANDMET FOODS (UK) LIMITED

NOTES (continued

Page 12

The company's principal subsidiary undertakings are as follows:

Subsidiary Country of Principal Class and no.
Undertakings Registration  activity of shares held
Express Foods England Manufacture and 800,000  Ordinary stock units of
Group processing of 25p each — 100% directly
(International) food products owned
Limited
52,918,181 'A' ordinary stock units of
25p each — 100% directly
owned
200,000 6% cumulative preference
stock of £1 each — 100%
directly owned
507,110 6% 'A’ cumnulative
preference stock £1 each -
100% directly owned
100,000 7% cumulative preference
stock of £1 each - 100%
directly owned
902,601 7% 'A' cumulative
preference stock of £1
each - 100% directly
owned
East Walls (1997) England Investment 4,164,865  Ordinary shares of £1 each
Limited Company - 100% directly owned
Precis (1057) England Investment 190,500,000  Ordinary shares of £1 each
Limited Company - 100% directly owned

In the opinion of the directors of the company, the aggregate value of the shares of the
subsidiary undertakings is not less than the aggregate of the amounts at which the
investments are stated in the balance sheet., A full list of subsidiaries, all of which are
consolidated, will be included in the company’s next annual return.

8. Debtors
30 June 2000 30 June 1999
£°000 £°000
Amounts owed by group undertakings 49.204 302.621
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GRANDMET FOODS (UK) LIMITED

NOTES (continued)
9. Creditors - amounts falling due within one year
30 June 2000 30 June 1999
£°000 £°000
Corporation tax payable - 443
Amounts owed to group undertakings:-
- Immediate parent undertaking 31,501 286,501
- Fellow subsidiary undertakings 298.313 297.864
329,814 584,808
10.  Share capital
Authorised Allotted, called up and fully paid
30 June 30 June 30 June 30 June 30 June 30 June
2000 1999 2000 2000 1999 1999
No. No. No. £000 No. £000
Ordinary
shares 2P 6,000,000 6,000.000 4000000 1000 4,000,000 1,000
5.75%
fixed rate
non-
redeemable 840,000 840,000 840.000 42.000 840,000 42,000
preference
shares £50
each
Total equity share capital 1,000 1,000
Total non equity share capital 42,000 42,000
43.000 43.000
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GRANDMET FOODS (UK) LIMITED

NOTES (continued)

11.

12.

Reconciliation of movements in total shareholders' funds

At

beginning

of period

£000

Share capital 43,000
Share premium account 105
Other reserves 1,900
Profit & loss account 1.784
Total 46.789

Immediate and ultimate parent undertaking

Retained
profit

for period
£°000

ot
h
-1

Page 14

At

end

of period
£000

43,000
105
1,900
3,361

48.366

The immediate parent undertaking is Grand Metropolitan plc a company registered

in England.

The ultimate parent undertaking of the company, as at 30 June 2000 was Diageo plc,
a company registered in England. Diageo plc's accounting period end is 30 June.
The first consolidated accounts of Diageo plc for the twelve month period ended 30
June 2000, can be obtained from the Registered Office at 8 Henrietta Place, London

WIM 9AG.




