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Diageo Northern Ireland Limited
Registered number: N1 003755
Year ended 30 June 2020

Strategic report

The directors present their strategic report for the year ended 30 June 2020.

Principal activities

The company's activity is the sale of alcoholic and other beverages. The directors consider both the results
for the year and trading prospects are satisfactory.

Business review

Development and performance of the business of the company during the financial year and position of
the company as at 30 June 2020

The company had a unfavourable financial year, the tumover decreased by 7% and operating costs by 7%.
Financial and other key performance indicators

The principal key performance indicators used by management to operate the business are turnover,
operating profit and cash.

Turnover decreased due to a decrease. in volumes sold within both the beer and spirits categories.
Operating costs decreased in the same trend as the Turnover.

Principal risks and uncertainties facing the company as at 30 June 2020

The company believes the following to be the principal risks and uncertainties it faces. If any of these
risks occur, the company’s business, financial condition and operational results could suffer. As the
company forms part of the group’s financial operations, the financial risk management measures used by
management to analyse the development, performance and position of the company’s business are mainly
similar to those facing the group as a whole and are managed by the group’s treasury department.

At the beginning of calendar year 2020 a new coronavirus, referred to as ‘Covid-19’, emerged and has
been classified as a pandemic due to its spread across the world. Given the global nature of the Covid-19
pandemic and the uncertainty as to the severity and duration of the impact across multiple markets, it is
difficult to accurately assess the impact the virus will have on the future financial performance of the
group and the company. The global economic outlook remains uncertain currently, as the pandemic has
created volatility in the short term as a result of the social restrictions implemented across the world. The
impact of the virus on economic conditions over the medium-term (one to three years) is highly uncertain,
in sharp contrast to the stable and growing GDP performance across most markets experienced in recent
years. As a result, significant volatility is likely to continue or increase as markets face challenging
economic conditions and higher levels of unemployment leading to reduced consumer spending.

To mitigate these challenges the group regularly gathers data and obtains insights which enable
management to assess conditions in the markets where the group operates and to amend forecasts and
investment decisions appropriately. The directors believe that the risk mitigation actions taken in relation
to the pandemic have been agile and effective and that the group will maintain adequate liquidity and be
strongly positioned for a recovery in consumer demand. Further information on the group’s risk
management measures are disclosed on pages 38-40 of Diageo plc’s 2020 Annual Report.



Diageo Northern Ireland Limited
Registered number: NI 003755
Year ended 30 June 2020

Business review (continued)
Financial risk management

The company’s funding, liquidity and exposure to foreign exchange rate risk are similar to those facing
the Diageo group (“the group™) as a whole and are managed by the group’s treasury department. The
treasury department uses a range of financial instruments to manage these underlying risks.

The directors consider the principal risks and uncertainties the company faces to be:
Currency risk

The company publishes its financial statements in sterling and conducts some of its business in foreign
currencies. As a result, it is subject to foreign currency exchange rate risk due to exchange rate
movements, which will affect the company’s transactions.

Liquidity risk

In order to maintain liquidity to ensure that sufficient funds are available for ongoing operations and
future developments, the company has access to group funding.

Credit risk

The company’s credit risk is primarily attributable to its trade receivables and to fellow group
undertakings. The amounts presented in the balance sheet are net of allowances for doubtful receivables.
The company sets credit limits for, and monitors its exposure to, its counterparties via their credit ratings
(where applicable).

Section 172 (1) Statement

Section 172 of the Companies Act 2006 requires the Directors to promote the success of the company for
the benefit of the members as a whole, having regard to the interests of stakeholders in their decision-
making. In making decisions, the Directors consider what is most likely to promote the success of the
company for its shareholders in the long term, as well as the interests of the group’s stakeholders. The
Directors understand the importance of taking into account the views of stakeholders and the impact of the
company’s activities on local communities, the environment, including climate change, and the group’s
reputation.

The Company is a member of the group of companies (the “Group”) whose ultimate holding company is
Diageo plc (“Diageo”). In accordance with the requirements of UK company law, Diagco has included in
its 2020 Annual Report and Accounts on page 5 a statement as to how the directors of Diageo have had
regard to the matters set out in Section 172 of the Companies Act 2006.

In order to ensure consistency in how the Group operates with regard to its wider stakeholders, the Group
has adopted an internal Code of Business Conduct alongside a comprehensive framework of global
policies and standards that are designed to ensure, amongst other things, that all companies throughout the
Group, including the Company, have regard to its wider stakeholders in a consistent manner.

The Company has therefore had regard to the matters set out in Section 172 of the Act in a manner that is
consistent with the approach adopted by Diageo, while at the same time ensuring the directors of the
Company are fulfilling their duties.

(93]
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Diageo Northern Ireland Limited
Registered number: NI 003755
Year ended 30 June 2020

Business review (continued)

Main activities of the Board

The activities of the Board include:

» Approval of the financial statements for the financial year ended 30 June 2019;

+ Approval of amendments to the Company’s constitutional documents;

+ Ratification of actions taken by the Crisis Management Team, regarding decision making during
the Covid-19 pandemic; and

* Review of updates in relation the impact of Covid-19 on the operations of the Company, its
suppliers and customers.

On behalf of the board,

[ BocuSigned by:
2DFBOAFEFITEASY...

K. Gowing

Director

Third Floor Capital House
3 Upper Queen Street
Belfast

Northern Ireland

Date: 18 pecember 2020



Diageo Northern Ireland Limited
Registered number: NI 003755
Year ended 30 June 2020

Directors’ report

The directors are pleased to submit their annual report, together with the audited financial statements for
the year ended 30 June 2020.

Future developments

The company does not foresee any major changes in the operation of the business.

Going concern

The company’s business activities, together with the factors likely to affect its future development and
position, are set out in the strategic report on pages 2-3. The company is expected to continue to generate
profit on its own account and to remain in a positive net asset position for the foreseeable future. The
company participates in the group’s centralised treasury arrangements. The directors have no reason to
believe that a material uncertainty exists that may cast significant doubt about the ability of the company
to continue as a going concern. On the basis of “their assessment, the company’s directors have a
reasonable expectation that the company will be able to continue in operational existence for the
foreseeable future. Thus they continue to adopt the going concern basis of accounting in preparing the
annual financial statements.

Results and dividends

The results for the year ended 30 June 2020 are shown on page 12.

The profit for the year transferred to reserves is £2,697,000 (2019 - £3,172,000).

Dividend paid during the year ended 30 June 2020 was £nil (2019 - £1,400,000).

Directors

The directors who held office during the year and up to the date of this report were as follows:

Mr. R. Cowan

Mr. K. Gowing

Mr. J. Davies (appointed 31 July 2020)

Secretary

The secretaries who held office during the year and up to the date of this report were as follows:

Mrs. J. Trundle

Directors’ remuneration

Details of the directors’ remuneration are shown in note 4 of the financial statements.



Diageo Northern Ireland Limited
Registered number: NI 003755
Year ended 30 June 2020

Directors’ report (continued)

Directors’ indemnity

As permitted by the Articles of Association, each of the directors has the benefit of an indemnity, which is
a qualifying third-party indemnity as defined by Section 234 of the Companies Act 2006. The indemnity
was in force throughout the tenure of each director during the last financial year, and is currently in force.

Research and development

The company has not undertaken any material research and development activities during the financial
year.

Political contributions

The company has not made any donations to a registered political party, other political organisations
within the EU or any independent election candidate during the financial year.

Post balance sheet events

There have been no significant post balance sheet events affecting the company.

Internal control and risk management over financial reporting

The company operates under the financial reporting processes and controls of the group. The internal
control and risk management systems over the financial reporting process of Diageo plc, which include
those of the company, are discussed in the Group Annual Report 2020 on page 79 at www.diageo.com,
which does not form part of this report.

Independent auditors

The statutory auditors, PricewaterhouseCoopers, have indicated their willingness to continue in office,
and a resolution that they be reappointed will be proposed at the Annual General Meeting.

Disclosure of information to the auditors

The directors who held office at the date of approval of this Directors’ Report confirm that, so far as they
are each aware, there is no relevant audit information of which the company’s auditors are unaware; and
each director has taken all the steps that they ought to have taken as a director to make themselves aware
of any relevant audit information and to establish that the company’s auditors are aware of that
information. :
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Diageo Northern Ireland Limited
Registered number: NT 003755
Year ended 30 June 2020

Directors’ report (continued)

Business relationship statement

In order to ensure consistency in how the Group operates, the Company has adopted an internal Code of
Business Conduct alongside a comprehensive framework of global policies and standards that are
designed to ensure, amongst other things, that all companies throughout the Group, including the
Company, have regard to its wider stakeholders, including those in a business relationship with the
Company, in a consistent manner. Decisions taken by Directors, and by the Company’s executive
management team, are informed by the interests of its wider stakeholders, including suppliers, customers
and others in a business relationship with the Company, as guided by, amongst other things, the Code of
Business Conduct and framework of polices and standards, as well as reviews, reports and proposals
presented to the Board or executive management team for approval.

All supplier related activity is managed in line with the Group’s Partnering with Suppliers Standard which
is adhered to by the Company. The Company ensures that by working with suppliers, we not only deliver
high-quality products marketed responsibly, but improve our collective impact, ensuring sustainable
supply chains, reducing our environmental impact and making positive contributions to society.

The Board considers that it is important that the Group remains a trusted partner for suppliers, with the
relationship enhanced through fair contract and payment terms and through compliance with the Group’s
Partnering with Suppliers Standard. Other methods used by the Company to ensure that it responds to the
needs of its suppliers include direct resolution processes, access to a confidential, independent
whistleblowing helpline and website, regional supplier awards, supplier financing, supplier performance
measurement and reviews with two-way feedback, standards assessments through independent bodies.

In relation to the Company’s customers and indirectly its consumers, the Board believes that the business
of the Company can only be sustained by a deep understanding of its customer base, both large and small,
on-trade and off-trade, digital and e-commerce, their behaviours and motivations. The Board aims to
ensure the Company nurtures mutually beneficial relationships that deliver joint value and the best
outcome for all its customers and indirectly its consumers. Consistent with the Group’s processes, the
Company uses a variety of ways to ensure that these business relationships are maintained including
through a board portfolio of choices across categories and price points, best practice sales analytics and
technology to support distributors and retail, ongoing dialogue and account management support, physical
and virtual sales calls, development of joint business plans, regular business updates, training, webinars
and unique offerings such as the Diageo Bar Academy, and the provision of responsible advertising tools
and materials in compliance with the Diageo Marketing Code.

More details on how Diageo has cultivated its relationships with suppliers, customers and other
stakeholders, please see pages 77 and 78 of its 2020 Annual Report and Accounts.

On behalf of the board,

[Docusigned by:
20FBBAFEFITESS. .
K. Gowing
Director

Third Floor Capital House
3 Upper Queen Street
Belfast

Northern Ireland

Date: 18 pecember 2020



Diageo Northern Ireland Limited
Registered number: NI 003755
Year ended 30 June 2020

Statement of directors’ responsibilities in respect of the financial statements

The directors are responsible for preparing the annual report and the financial statements in accordance
with applicable law and regulations.

" Company law requires the directors to prepare financial statements for each financial year. Under that law
the directors have prepared the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards, comprising FRS 101 “Reduced
Disclosure Framework”, and applicable law).

Under company law the directors must not approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affairs of the company and of the profit or loss of the
company for that period.

In preparing these financial statements, the directors are required to:
+ select suitable accounting policies and then apply them consistently;
« state whether applicable United Kingdom Accounting Standards, comprising FRS 101, have been
followed, subject to any material departures disclosed and explained in the financial statements;
- make judgements and accounting estimates that are reasonable and prudent; and
« prepare the financial statements on the going concern basis unless it is inappropriate to presume
that the company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the company's transactions and disclose with reasonable accuracy at any time the financial
position of the company and enable them to ensure that the financial statements comply with the
Companies Act 2006.

The directors are also responsible for safeguarding the assets of the company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities.
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Independent auditors’ report to the members of Diageo
Northern Ireland Limited

Report on the audit of the financial statements

Opinion
In our opinion, Diageo Northern Ireland Limited’s financial statements:

e give a true and fair view of the state of the company’s affairs as at 30 June 2020 and of its profit for the year
then ended;

o have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice
(United Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure Framework”, and
applicable law); and

e havebeen prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Annual report (the “Annual Report”), which comprise: the
balance sheet as at 30 June 2020; the statement of comprehensive income and the statement of changes in equity for the
year then ended; and the notes to the financial statements, which include a description of the significant accounting
policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable law.
Our responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the financial
statements section of our report. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Independence

We remained independent of the company in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, which includes the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements.

Conclusions relating to going concern
1SAs (UK) require us to report to you when:

e the directors’ use of the going concern basis of accounting in the preparation of the financial statements is
not appropriate; or

e the directors have not disclosed in the financial statements any identified material uncertainties that may
cast significant doubt about the company’s ability to continue to adopt the going concern basis of accounting
for a period of at least twelve months from the date when the financial statements are authorised for issue.

We have nothing to report in respect of the above matters.

However, because not all future events or conditions can be predicted, this statement is not a guarantee as to the
company’s ability to continue as a going concern.
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Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements and our
auditors’ report thereon. The directors are responsible for the other information. Our opinion on the financial statements
does not cover the other information and, accordingly, we do not express an audit opinion or, except to the extent
otherwise explicitly stated in this report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing
s0, consider whether the other information is materially inconsistent with the financial statements or our knowledge
obtained in the audit, or otherwise appears to be materially misstated. If we identify an apparent material inconsistency or
material misstatement, we are required to perform procedures to conclude whether there is a material misstatement of the
financial statements or a material misstatement of the other information. If, based on the work we have performed, we
conclude that there is a material misstatement of this other information, we are required to report that fact. We have
nothing to report based on these responsibilities.

With respect to the Strategic Report and Directors’ Report, we also considered whether the disclosures required by the UK
Companies Act 2006 have been included.

Based on the responsibilities described above and our work undertaken in the course of the audit, ISAs (UK) require us
also to report certain opinions and matters as described below.

Strategic Report and Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic Report and
Directors’ Report for the year ended 30 June 2020 is consistent with the ﬁnanclal statements and has been prepared in
accordance with applicable legal requirements.

In light of the knowledge and understanding of the company and its environment obtained in the course of the audit, we
did not identify any material misstatements in the Strategic Report and Directors’ Report.

Responsibilities for the financial statements and the audit
Responsibilities of the directors for the financial statements

As explained more fully in the Statement of directors’ responsibilities in respect of the financial statements set out on page
8, the directors are responsible for the preparation of the financial statements in accordance with the applicable
framework and for being satisfied that they give a true and fair view. The directors are also responsible for such internal
control as they determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting
unless the directors either intend to liquidate the company or to cease operations, or have no realistic alternative but to do
s0.

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s website at:
www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report

This report, including the opinions, has been prepared for and only for the company’s members as a body in accordance
with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accept
or assume responsibility for any other purpose or to any other person to whom this report is shown or into whose hands it
may come save where expressly agreed by our prior consent in writing.
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Other required reporting

Companies Act 2006 exception reporting
Under the Companies Act 2006 we are required to report to you if, in our opinion:
o we have not received all the information and explanations we require for our audit; or

e adequate accounting records have not been kept by the company, or returns adequate for our audit have not
been received from branches not visited by us; or

®  certain disclosures of directors’ remuneration specified by law are not made; or
e the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

Dol Mannsn

Paul O'Connor (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers
Chartered Accountants and Statutory Auditors
Dublin

18 December 2020



Diageo Northern Ireland Limited
Registered number: NI 003735
Year ended 30 June 2020

STATEMENT OF COMPREHENSIVE INCOME

Year ended Year ended

30 June 2020 30 June 2019

Notes £'000 £'000

Turnover 2 134,030 144,036

Excise duties 3 (64,044) (63,233)
Net sales 69,986 80,803

Cost of sales 3 (52,162) (61,828)
Gross profit 17,824 18,975

Marketing expenses 3 (3,750) (5,834)

Other operating expenses 3 (11,538) (9,781)
Operating profit 2,536 3,360
Net finance income 6 54 87
Profit before taxation on ordinary activities 2,590 3,447
Taxation on profit on ordinary activities 7 107 (275)

Profit for the financial year and total

comprehensive income for the year 2,697 3,172

The company had no other comprehensive income or expense during the current and previous year.



Diageo Northern Ireland Limited
Registered number: N1 003755
Year ended 30 June 2020

BALANCE SHEET

Non-current assets
Property, plant and equipment
Investments

Deferred tax assets

Current assets

Inventories

Trade and other receivables
Other financial assets

Cash and cash equivalents

Total assets

Current liabilities

Trade and other creditors
Provisions _
Other financial liabilities

Lease liabilities - Current
Non-current liabilities

Lease liabilities - Non-Current
Total liabilities

Net assets

Equity
Called up share capital
Other reserves

Retained earnings

Total equity

30 June 2020 30 June 2019
Note £'000 £000
8 3,309 3,253
10 2,556 2,664
7 807 630
6,672 6,547
12 3,494 4,615
13 32,463 24,941
14 10 _
— 996
35,967 30,552
42,639 37,099
15 (25,521) (24,124)
16 (882) (40)
14 (12) (12)
9 (116) —
(26,531) (24,176)
9 ' (418) —
(418) —
(26,949) (24,176)
15,690 12,923
17 — —
257 187
15,433 12,736
15,690 12,923

13



DocuSign Envelope ID: 6B416972-DBDF-4498-8A8D-399360286223

Diageo Northern Ireland Limited
Registered number: N1 003755
Year ended 30 June 2020

BALANCE SHEET (continued)

The accounting policies and other notes on pages 16 to 41 form an integral part of the financial
statements.

These financial statements on pages 12 to 41 were approved by the board of directors
on ... 18 December 2020 . and were signed on its behalf by:

Euocusigned by:
2DFBB4F6F3TELS3...
K. Gowing
Director

14



Diageo Northern Ireland Limited
Registered number: N1 003755
Year ended 30 June 2020

STATEMENT OF CHANGES IN EQUITY
ATTRIBUTABLE TO SHAREHOLDERS OF THE COMPANY

Called up Other Retained Total

share capital reserves earnings equity

£'000 £'000 £'000 £'000

Balance at 30 June 2018 — 43 10,964 11,007

Profit for the tinancial year and total . _ 3,172 3,172
comprehensive income

Dividends to shareholders — — (1,400) (1,400)

Tax on share-based payments — 144 ’ — 144

Balance at 30 June 2019 — 187 12,736 12,923

Profit for th@ ﬁqancial year and total _ L 2,697 2,697
comprehensive income

Tax on share-based payments — 70 — 70

Balance at 30 June 2020 — 257 15,433 15,690

The accompanying notes are an integral part of these financial statements.



Diageo Northern Ireland Limited
Registered number: N1 003755
Year ended 30 June 2020

NOTES TO THE FINANCIAL STATEMENTS

1. ACCOUNTING POLICIES

The following accounting policies have been applied consistently, in dealing with items WhICh are
considered material in relation to the company’s financial statements.

General information

Diageo Northern Ireland Limited (“the company™) is engaged in the sale of alcoholic and other beverages.
The company sells alcoholic and other beverages mainly in the UK and the Republic of Ireland.

The company is a private limited company and is incorporated and domiciled in the UK. The address of
its registered office is Third Floor Capital House, Upper Queen Street, Belfast, Northern Ireland.

The following accounting policies have been applied consistently, in dealing with items which are
considered material in relation to the company’s financial statements.

Basis of preparation

These financial statements are prepared in accordance with Financial Reporting Standard 10] Reduced
Disclosure Framework (FRS 101).

In preparing these financial statements, the company applies the recognition, measurement and disclosure
requirements of International Financial Reporting Standards as adopted by the EU (IFRS), but makes
amendments where necessary in order to comply with Companies Act 2006 and sets out below where the
FRS 101 disclosure exemptions have been taken.

These financial statements are prepared on a going concern basis under the historical cost convention,
except that certain financial instruments are stated at their fair value.

The preparation of financial statements in conformity with FRS 101 requires the use of certain accounting
estimates. It also requires management to exercise its judgement in the process of applying the company's
accounting policies. The areas involving a higher degree of judgement or complexity, or areas where
assumptions and estimates are significant to the financial statements are disclosed in the 'Critical
accounting estimates and assumptions' paragraph of this note.

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.

The company has taken advantage of the following exemption from the requirements of IFRS in the
preparation of these financial statements, in accordance with FRS 101:

« A cash flow statement and related notes;

+  The effects of new but not yet effective IFRSs;

« Disclosures in respect of transactions with wholly owned subsidiaries;

+  Comparative period reconciliations for share capital, property, plant and equipment and intangible
assets; )

- Disclosures in respect of capital management, and

« Disclosures in respect of the compensation of key management personnel.



Diageo Northern Ireland Limited
Registered number: NI 003755
Year ended 30 June 2020

NOTES TO THE FINANCIAL STATEMENTS (continued)
1. ACCOUNTING POLICIES (continued)

Basis of preparation (continued)

As the consolidated financial statements of Diageo plc include equivalent disclosures, the company has
also utilised exemptions available under FRS 101 in respect of the following disclosures:

= TFRS 2 Share-based Payments in respect of group settled share based payments;
» The disclosures required by IFRS 7 Financial Instruments Disclosures;
« The disclosures required by IFRS 13 Fair Value Measurement.

The company has taken advantage of the exemption under IAS 27, ‘Consolidated and separate financial
statements’, from the requirement to prepare consolidated financial statements as it and its subsidiaries are
included in the consolidated financial statements of its ultimate parent, Diageo plc.

These financial statements are separate financial statements.

Functional and presentational currency

These financial statements are presented in sterling (£), which is the company’s functional currency. All
financial information presented in sterling has been rounded to the nearest thousand unless otherwise
stated.

New accounting policies

The following amendments to the accounting standards, issued by the TASB which have been endorsed by
the EU, have been adopted by the group and therefore by the company from 1 July 2019 with no impact
on the company’s results, financial position or disclosures:

« Amendments to IAS 28 - Long-term Interests in Associates and Joint Ventures

*  Amendments to IFRS 9 - Prepayment Features with Negative Compensation

« Improvements to IFRS 3 and IFRS 11 - - Business combinations and Joint arrangements -
Accounting for previously held interests

< Improvements to IAS 12 - Income taxes - Accounting for income tax consequences of payments
on financial instruments that are classified as equity

« Improvements to IAS 23 — Borrowing costs on completed qualifying assets

IFRS 16 — Leases The company adopted IFRS 16 from 1 July 2019 by applying the modified
retrospective method, meaning that the figures, as at, and for the years ended 30 June 2018 and 2019 have
not been restated. IFRS 16 replaced existing lease guidance including 1AS 17 - Leases, IFRIC 4, SIC 15
and SIC 27. Information in respect of the adoption of IFRS 16 is included in Note 9.

The following amendment and standard, issued by the IASB has not been adopted by the group:
IFRS 17 — Insurance contracts (effective in the year ending 30 June 2022) is ultimately intended to

replace IFRS 4. Based on a preliminary assessment the group believes that the adoption of TFRS 17 wili
not have a significant impact on the company’s result.



Diageo Northern Ireland Limited
Registered number: N1 003755
Year ended 30 June 2020

NOTES TO THE FINANCIAL STATEMENTS (continued)

1. ACCOUNTING POLICIES (continued)

New accounting policies (continued)

Amendments to [FRS 9, IAS 39 and IFRS 7 - Interest rate benchmark reform (phase 1).

The amendment provides temporary relief from applying specific hedge accounting requirements to
hedging relationships directly affected by interbank offered rate (IBOR) reform. The reliefs have the
effect that IBOR reform should not generally cause hedge accounting to terminate. There are a number of
other amendments and clarifications to IFRS, effective in future years, which are not expected to
significantly impact the group’s consolidated results or financial position.

Going Concern

The potential financial impact of the Covid-19 pandemic has been modelied in our cash flow projections
and stress tested by including several severe but plausible downside scenarios which are linked to our
principal risks. In our downside Covid-19 scenario, we have considered the key impacts of the pandemic
for Northern Ireland including the potential restrictions on the sale of our products in both on trade and off
trade channels. We have then considered the expected duration of those restrictions, as well as a forecast
for the length of time to recovery (a return to 2019 volumes), based on industry projections. As a result of
these factors, in our severe but plausible scenarios, we do not anticipate that the on-trade business
recovers to volumes experienced in the year ending 30 June 2020 within the next 18 month period. Even
with these negative sensitivities for Northern Ireland taken into account, the group’s cash position is still
considered to remain strong, as we have protected our liquidity by increasing the level of committed
facilities and accelerating certain bond issuance programmes. Mitigating actions, should they be required,
are all within management’s control and could include reduced advertising and promotion spend, dividend
cash payments, non-essential overheads and non-committed capital expenditure in the next 12 months.
Having considered the outcome of these assessments, it is deemed appropriate to prepare the consolidated
financial statements on a going concern basis.

Turnover

Turnover comprises income from the sale of goods and services. Revenue from the sale of goods includes
excise and other duties which the company pays as principal but excludes amounts collected on behalf of
third parties, such as value added tax. Turnover is recognised as or when performance obligations are
satisfied by transferring control of a good or service to a customer. Generally, the transfer of control of
goods occurs at the time of dispatch but in some countries may be on delivery. Provision is made for
returns where appropriate. Sales are stated net of price discounts. Generally, payment of the transaction
price is due within credit terms that are consistent with industry practices, with no element of financing.

Advertising
Advertising expenditure, such as advertising costs, point of sale materials and sponsorship payments, are

charged to the income statement within marketing expenses when the company has the right of access to
the goods or services acquired. :

18



Diageo Northern Ireland Limited
Registered number: NI 003755
Year ended 30 June 2020

NOTES TO THE FINANCIAL STATEMENTS (continued)
1. ACCOUNTING POLICIES (continued)

Share-based payments

The ultimate parent, Diageo plc, operates a number of share-based incentive schemes (awards of shares
" and options) and grants rights to its equity instruments to the company’s employees. The company
accounts for these share-based payments as cash-settled instruments. Amounts recharged by the parent in
respect of the cost of providing the benefit are measured at the fair value of the share or share option at the
date of grant and is recognised on a straight-line basis over the vesting period of the award. The fair value
is measured on the binomial or Monte Carlo models, taking into account the terms and conditions upon
which the options were granted. The amount recognised as an expense is adjusted to reflect the actual
number of share options that vest except where forfeiture is only due to share prices not achieving the
threshold for vesting.

Pensions and other post employment benefits

The employees of the company are members of the Diageo UK pension plans, which are defined benefit
schemes. '

It is not possible to allocate the assets and liabilities of the pension plans on a consistent and reasonable
basis between individual companies and therefore the company accounts for the plans as defined
contribution schemes. Contributions payable in respect of the pension plans in respect of current and
former employees are charged to operating profit as incurred. The assets and liabilities of the pension
plans are reported by the sponsoring employer, Diageo plc.

Foreign currencies

Transactions in foreign currencies are recorded at the rate of exchange at the date of the transaction. If
hedged forward, the impact of hedging is recognised, where permitted, under hedge accounting (refer to
accounting policy for derivative financial instruments).

Monetary assets and liabilities denominated in foreign currencies are translated into sterling at the
financial year end exchange rates and these foreign exchange differences are recognised in the income
statement.



Diageo Northern Ireland Limited
Registered number: N1 003755
Year ended 30 June 2020

NOTES TO THE FINANCIAL STATEMENTS (continued)

1. ACCOUNTING POLICIES (continued)

Property, plant and equipment

Property, plant and equipment are stated at cost less depreciation.
Land and buildings are stated at cost less depreciation.

Assets under construction include costs incurred on all fixed assets that have not yet been completed and
have not yet started to be depreciated. Assets under construction are transferred to other fixed assets
categories upon completion and at that point depreciation is started in accordance with the Group
Accounting Policy.

Freehold land is not depreciated. Leaseholds are depreciated over the unexpired period of the lease.
Other property, plant and equipment are depreciated on a straight-line basis to estimated residual values
over their expected useful lives, and these values and lives are reviewed each year. Subject to these
reviews, the estimated useful lives fall within the following ranges:

Buildings - 10 years
Plant and equipment - 3 - 8 years

Dispensing equipment - 3 - 10 years

Reviews are carried out if there is any indication that impairment may have occurred, to ensure that fixed
assets are not carried at above their recoverable amounts.

Profit or loss on the sale of a property is the difference between the disposal proceeds and the net book
value.

Investments

Investments are initially recorded at cost less, where appropriate, provision for impairment in value where
such impairment is expected by the directors to be permanent. Income from investments is credited to the
income statement.

Leases

Where the company is the lessee, all leases are recognised on the balance sheet as right of use assets and
depreciated on a straight-line basis with the charge recognised in cost of sales. The liability, recognised as
part of net borrowings, is measured at a discounted value and any interest is charged to finance charges.
The company recognises services associated with a lease as other operating expenses. Payments
associated with leases where the value of the asset when it is new is lower than $5,000 (leases of low
value assets) and leases with a lease term of twelve months or less (short term leases) are recognised as
other operating expenses.

A judgement in calculating the lease liability at initial recognition includes determining the lease term
where extension or termination options exist. In such instances any economic incentive to retain or end a
lease are considered and extension periods are only included when it is considered reasonably certain that
an option to extend a lease will be exercised.
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Diageo Northern Ireland Limited
Registered number: N1 003755
Year ended 30 June 2020

NOTES TO THE FINANCIAL STATEMENTS (continued)

1. ACCOUNTING POLICIES (continued)

Leases (continued)

For the years ended 30 June 2019 and 2018, where the company had substantially all the risks and
rewards of ownership of an asset subject to a lease, the lease was treated as a finance lease. Assets held
under finance leases were recognised as assets of the company at their fair value at the inception of the
lease. The corresponding liability to the lessor was included in other financial liabilities/lease liability on
the balance sheet: Lease payments were apportioned between interest expense and a reduction of the lease
obligation so as to achieve a constant rate of interest on the remaining balance of the liability. Other leases
were treated as operating leases, with payments and receipts taken to the income statement on a straight-
line basis over the life of the lease.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost includes raw materials, direct
labour and expenses, and an appropriate proportion of production and other overheads, but not borrowing
costs. Cost is calculated at the weighted average cost incurred in acquiring inventories.

Financial assets and liabilities

Financial assets and liabilities are initially recorded at fair value including, where permitted by IFRS 9,
any directly attributable transaction costs. For those financial assets that are not subsequently held at fair
value, the company assesses whether there is evidence of impairment at each balance sheet date. The
company classifies its financial assets and liabilities into the following categories: financial assets and
liabilities at amortised cost, financial assets and liabilities at fair value through profit and loss and
financial assets at fair value through other comprehensive income.

Trade and other receivables are initially recognised at fair value less transaction costs and subsequently
carried at amortised costs less any allowance for discounts and doubtful debts. Trade receivables arise
from contracts with customers, and are recognised when performance obligations are satisfied, and the
consideration due is unconditional as only a passage of time is required before payment is received.
Allowance losses are calculated by reviewing lifetime expected credit losses using historical and forward-
looking data on credit risk.

Amounts owed by other group companies are initially measured at fair value and are subsequently
reported at amortised cost. Allowance for expected credit losses are made based on the risk of non-
payment taking into account ageing, previous experience, economic conditions and forward-looking data.
Such allowance is measured as either 12-months expected credit losses or lifetime expected credit losses
depending on changes in the credit quality of the counterparty.

Cash and cash equivalents comprise cash in hand and deposits which are readily convertible to known
amounts of cash and which are subject to insignificant risk of changes in value and have an original
maturity of three months or less at acquisition, including money market deposits, commercial paper and
investments.

Trade and other payables are interest free and are stated at their nominal value.

Amounts owed to other group companies are initially measured at fair value and are subsequently
reported at amortised cost. Interest free trade payables are stated at their nominal value as they are due on
demand.
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Diageo Northern Ireland Limited
Registered number: NI 003755
Year ended 30 June 2020

NOTES TO THE FINANCIAL STATEMENTS (continued)
1. ACCOUNTING POLICIES (continued)

Derivative financial instruments

Derivative financial instruments are carried at fair value using a discounted cash flow technique based on
market data applied consistently for similar type of instruments. Gains and losses on derivative that do not
qualify for hedge accounting treatment are taken to the income statement as they arise.

The company designates and documents certain derivatives as hedging instruments against highly
probable forecast transactions (cash flow hedges). The effectiveness of such hedges is assessed at
inception and at least on a quarterly basis, using prospective testing. Methods used for testing
effectiveness include dollar offset, critical terms, regression analysis and hypothetical derivative method.

Cash flow hedges are used to hedge the foreign currency risk of highly probable future foreign currency
cash flows, as well as the cash flow risk from changes in exchange rates. The effective portion of the gain
or loss on the hedges is recognised in other comprehensive income, while any ineffective part is
recognised in the income statement. Amounts recorded in other comprehensive income are recycled to the
income statement in the same period in which the underlying foreign currency affects the income
statement.

Derivative financial instruments are presented in the financial statements as ‘Intra-group derivative assets/
(liabilities)’as these transactions are entered into by Diageo Finance plc, a fellow group undertaking, and
subsequently passed to the company.

Provisions

Provisions are liabilities of uncertain timing or amount. A provision is recognised if, as a result of a past
event, the company has a present legal or constructive obligation that can be estimated reliably, and it is
probable that an outflow of economic benefits will be required to settle the obligation. Provisions are
calculated on a discounted basis. The carrying amounts of provisions are reviewed at each balance sheet
date and adjusted to reflect the current best estimate.

Taxation

Current tax is based on taxable profit for the year. Taxable profit is different from accounting profit due to
temporary differences between accounting and tax treatments, and due to items that are never taxable or
tax deductible. Tax benefits are not recognised unless it is probable that the tax positions are sustainable.
Once considered to be probable, tax benefits are reviewed each year to assess whether a provision should
be taken against full recognition of the benefit on the basis of potential settlement through negotiation
and/or litigation. Tax provisions are included in current liabilities. Penalties and interest on tax liabilities
are included in operating profit and finance charges, respectively.

Full provision for deferred tax is made for temporary differences between the carrying value of assets and
liabilities for financial reporting purposes and their value for tax purposes. The amount of deferred tax
reflects the expected manner of recovery or settlement of the carrying amount of assets and liabilities,
using the basis of taxation enacted or substantively enacted by the balance sheet date. Deferred tax assets
are not recognised where it is more likely than not that the asset will not be realised in the future.
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Registered number: N1 003755
Year ended 30 June 2020

NOTES TO THE FINANCIAL STATEMENTS (continued)
1. ACCOUNTING POLICIES (continued)

Dividends paid

Interim dividends are included in the financial statements in the year in which they are approved by the
directors, and the final dividend in the year in which it is approved by shareholders. Dividends received
are included in the financial statements in the year in which they are receivable.

Critical accounting estimates and assumptions

The directors make estimates and assumptions concerning the future of the company. The resulting
accounting estimates will, by definition, seldom equate to actual results. The company's directors are of
the opinion that there are no estimates and assumptions that have a significant risk of casting material
adjustment to the carrying value of the assets and liabilities for the company within the next financial year
due to the nature of the business.

The critical accounting policies, which the directors consider are of greater complexity and/or particularly
subject to the exercise of judgements, are set out in detail in the relevant accounting policies:

- Taxation: The evaluation of deferred tax assets recoverability requires judgements to be made
regarding the availability of future taxable income. The directors believe that the company will
generate sufficient future taxable income.

«  Post-employment benefits: Management estimate in determining the assumptions in calculating
the fund liabilities.

»  Further to the impact of COVID-19 on the Company, estimates have been made around the credit
losses expected to be incurred on the company’s financial assets — principally being trade
receivables and tied trade loans. Tn determining the expected credit losses, the company has
applied a company specific risk assessment approach, following guidance from Diageo Group and
tied trade loan are assessed on the individual basis.



Diageo Northern Ireland Limited
Registered number: NI 003755
Year ended 30 June 2020

NOTES TO THE FINANCIAL STATEMENTS (continued)

2. TURNOVER

The turnover and profit before taxation on ordinary activities are attributable to the distribution, marketing
and selling of beer and spirits, and their onward sale to third parties and fellow group undertakings.

Geographical analysis of turnover

Turnover originated from the United Kingdom and the geographical analysis of turnover by destination is

given below:

United Kingdom

Analysis of turnover by class of business

Marketing and selling of beer
Marketing and selling of spirits

Sales to fellow group undertakings included in turnover amounted to £nil (2019 - £nil).

Year ended Year ended
30 June 2020 30 June 2019
£'000 £'000
134,030 144,036
134,030 144,036

Year ended Year ended
30 June 2020 30 June 2019
£'000 £000

92,782 104,911
41,248 39,125
134,030 144,036

Contracts with customers are mainly with external customers at standard terms and conditions without

revenue and cash flow uncertainties.
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Diageo Northern Ireland Limited
Registered number: N1 003755
Year ended 30 June 2020

NOTES TO THE FINANCIAL STATEMENTS (continued)

3. OPERATING COSTS

Year ended Year ended

30 June 2020 30 June 2019

£'000 £'000

Excise duties 64,044 63,233

Cost of sales 52,162 61,828

Marketing expenses 3,750 5,834
Other operating expenses ‘ 11,538 9,781
131,494 140,676

Comprising:

Excise duties 64,044 63,233
Raw materials and consumables 51,445 - 61,173
Marketing expenses : 3,750 5,834
Other external charges (a) 4,918 3,407
Staff costs (note 4) 5,942 7,017
Depreciation, amortisation and impairment 883 708
Losses on disposal of property 393 —
Net foreign exchange losses 449 6

Other operating income (b) (330) (702)
131,494 140,676

(a) Other external charges include: facilities and operating rental of land & building of £148,000
(2019 - £451,000); other lease rentals of £237,000 (2019 - £253,000); maintenance costs of £70,000 (2019
- £67,000); recharged overhead costs of £2,365,000 (2019 - £2,324,000); miscellaneous costs of

£1,761,000 (2019 £668,000).

(b) Other operating income includes: intercompany management income of £330,000 (2019 -

£596,000).

Auditors’ fees in respect of services provided by the auditors was £21,891 (2019 - £22,000). There were

no fees payable to the auditors in respect of non-audit services (2019 - £nif).
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Diageo Northern Ireland Limited
Registered number: NI 003755
Year ended 30 June 2020

NOTES TO THE FINANCIAL STATEMENTS (continued)

4. EMPLOYEES

The average number of employees on a full time basis, including directors, during the year was:

Year ended Year ended

30 June 2020 30 June 2019

Selling and distribution 118 118
118 118

The average number of employees of the company, including part time employees, for the year was 118
(2019 - 118).

Year ended Year ended

30 June 2020 30 June 2019

£'000 £'000

Wages and salaries 4,108 4,314
Employer’s pension costs 1,041 1,265
Employer’s social security costs 476 525
Other employment costs 317 413
5,942 7,017

Retirement benefits

The employees of the company are members of the Diageo UK pension plans, which are defined benefit
schemes.

-1t is not possible to allocate the assets and liabilities of the pension plans on a consistent and reasonable
basis between individual companies and therefore the company accounts for the plans as defined
contribution schemes. Contributions payable in respect of defined contribution plans in respect of current
and former employees are charged to operating profit as incurred. The company made cash contributions
of £1,041,000 to the schemes in respect of its employees in the year ended 30 June 2020 (2019 —
£1,265,000). As there is. no contractual agreement for allocating the surplus or deficit to participating

entities, it is recognised fully by the sponsoring employer, Diageo plc.
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Year ended 30 June 2020

NOTES TO THE FINANCIAL STATEMENTS (continued)

4. EMPLOYEES (continued)

Directors’ remuneration

Year ended ‘Year ended

30 June 2020 30 June 2019

£'000 £'000

Directors’ remunerations (excluding pension contributions) 90 227
Company contributions to pension schemes . 17 16
Amounts receivable under long term incentive schemes 2 1
109 244

The aggregate remuneration of the highest paid director was £109,000 (2019 - £147,000). The highest
paid director is a member of a defined benefit scheme under which his accrued annual pension at the year-
end, including all contributions, was £19,000 (2019 - £3,000).

‘Some of the directors were paid by fellow group undertakings. All of the directors paid by the company
are members of the Diageo Lifestyle Plan and are entitled to receive share based payments from Diageo
plc.

Year ended Year ended
30 June 2020 30 June 2019
The number of directors who exercised share options was —_ 1
The number of directors in respect of whose services shares were
received or receivable under long term incentive schemes was I 1
The number of directors in respect of whose retirement benefits
were accrued for under defined benefit schemes 1 2
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Diageo Northern Ireland Limited
Registered number: N1 003755
Year ended 30 June 2020

NOTES TO THE FINANCIAL STATEMENTS (continued)

5. EMPLOYEE SHARE COMPENSATION

A number of the employees of the company participate in a number of cash settled share pians, all of
which are operated by the group, to grant options and share awards to its directors and employees.

Executive share awards are made under the Diageo 2014 Long Term Incentive Plan (DLTIP) from
September 2014 onwards. Prior to that, awards were made under the Diageo Executive Long Term
Incentive Plan (DELTIP) or the Performance Share Plan (PSP). Under all of these plans, conditional
awards can be delivered in the form of restricted shares or share options at the market value at the time of
grant.

To date, participants in the Performance shares under the DLTIP (previous PSP) have been granted only
with conditional rights to receive shares, whilst under DELTIP both share awards and share options have
been made.

Share awards normally vest and are released on the third anniversary of the grant date. Participants do not
make a payment to receive the award at grant. Executive Directors are required to hold any vested shares
awarded from 2014 for a further two-year period. Share options may normally be exercised between three
and ten years after the grant date.

Performance shares under the DLTIP (previous PSP) are subject to the achievement of three equally
weighted performance tests over the three-year performance period for the 2013 and 2014 grants these
were; 1) a comparison of Diageo’s three-year TSR with a peer group; 2) compound annual growth in
organic net sales over three years; 3) total organic operating margin improvement over three years. For
awards made in September 2015 or later, the third measure was replaced by one based on cumulative free
cash flow over a three-year period, measured at constant exchange rates. Performance share options under
the DLTIP (previously SESOP) are subject to the achievement of an earnings per share growth condition
over a three-year period. Performance measures and targets are set annually by the Remuneration
Committee.The vesting range is 20% or 25% (for Executive Directors and for other participants
respectively) for achieving minimum performance targets, up to 100% for achieving the maximum target
level. Retesting of the performance condition is not permitted.

For performance shares under the DLTIP (previous PSP) dividends are accrued on awards and are given
to participants to the extent that the awards actually vest at the end of the performance period. Dividends
can be paid in the form of cash or shares.

Further details of the valuation and accounting for share option schemes and policies are contained in

Diageo plc’s annual report for the three years ended 30 June 2020 (see note 17.F of Diageo plc’s 2020
annual report on page 162).
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NOTES TO THE FINANCIAL STATEMENTS (continued)

6. NET FINANCE INCOME

Year ended Year ended
30 June 2020 30 June 2019
£'000 £'000
(a) Net interest
Interest income from fellow group undertakings 59 95
Other interest income 3 1
Total interest income 62 96
Interest charge to fellow group undertakings ’ @ . ®
Interest charge from finance leases (6) —
Total interest charge 8 9)
54 87
7. TAXATION ON PROFIT ON ORDINARY ACTIVITIES
Year ended Year ended
, : ) 30 June 2020 30 June 2019
(a) Analysis of taxation charge for the year £'000 £'000
Current tax
Current tax on profits for the year 67 143
Adjustment in respect of prior years — —
Total current tax A 67 143
Deferred tax
Origination and reversal of differences (1on) 148
Changes in tax rates (73) (16)
Adjustment in respect of prior years — —
Total deferred tax (174) 132
Taxation on profit on ordinary activities 107) 275
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NOTES TO THE FINANCIAL STATEMENTS (continued)

7. TAXATION ON PROFIT ON ORDINARY ACTIVITIES (continued)

Year ended Year ended

30 June 2020 30 June 2019
(b) Tax credit included in equity £'000 £'000
Current tax 67) (143)
Deferred tax 3) (49
Total tax credit included in equity (70) (144)
(c) Factors affecting total tax charge for the year
Profit on ordinary activities before taxation 2,590 3,447
Taxation on profit on ordinary activities at UK corporation tax 492 655
rate of 19.00% (2019 - 19.00%)
Income not taxable and expenses not deductible for tax purposes 85 8
Group relief received for nil consideration (558) (343)
Share options (53) 29)
Changes in tax rates (73) (16)
Adjustment in respect of prior years —_ —
Total tax charge for the year (107) 275

Factors which may affect future tax charges

The UK tax rate is 19% effective from 1 April 2017 which is applied for the year ended 30 June 2020. in
the Spring Budget 2020, the Government announced that from 1 April 2020 the corporation tax rate
would remain at 19% (rather than reducing to 17%, as previously enacted). This new law was

substantively enacted on 17 March 2020.
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8. PROPERTY, PLANT AND EQUIPMENT

Land and Plant and Assets under
buildings machinery construction Total
£'000 £'000 £'000 £'000

Cost .
At 30 June 2019 534 10,252 27 10,813
Recognition of right-of-use asset _ _
on adoption of IFRS 16 650 650
Adjusted balance at 1 July 2019 1,184 10,252 27 11,463
Additions : — 1,928 — 1,928
Transfers » — 26 (26) —
Disposals ' — (1,651) (hy (1,652)
At 30 June 2020 1,184 10,555 —_ 11,739
Accumulated depreciation '
At 30 June 2019 (210) (7,349) — (7,559)
Depreciation charge (170) (713) — (883)
Additions — (1,229) — (1,229)
Disposals — 1,241 — 1,241
At 30 June 2020 (380) (8,050) — (8,430)
Net book value
At 30 June 2020 804 2,505 — 3,309
At 30 June 2019 324 2,903 27 3,254
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NOTES TO THE FINANCIAL STATEMENTS (continued)

9. LEASES

(a) Adoption of IFRS 16

Under the new standard, outstanding lease liabilities have been recognised at 1 July 2019 for leases
previously classified as operating leases, at the present value of the future lease payments over their
reasonably certain lease term. Right-of-use assets have been recognised equal to the net present value of
the lease liabilities, adjusted for the amount of any prepaid or accrued lease payment, lease incentives and
provisions for onerous leases. There was no impact on retained earnings as at 1 July 2019. The interest
rate used to discount the future payments in the calculation of the lease liability is the incremental
borrowing rate at 1 July 2019 taking into account the currency and duration of the lease. The weighted
average incremental borrowing rate applied across all operating leases capitalised on 1 July 2019 was 1%.

The company has decided to reduce the complexity of implementation by taking advantage of a number of
practical expedients on transition on 1 July 2019 namely:

a. to not capitalise leases which expire within a year of 1 July 2019;

b. to apply a single discount rate to portfolios of leases with similar characteristics; and

c. to adjust the right-of-use asset by the amount of any provision for onerous leases recognised
immediately before the date of initial application.

The company has not capitalised leases on transition where the value of the asset when it is new is lower
than $5,000 (low value assets).

The impact of the adoption of IFRS 16 on affected lines of the balance sheet at 1 July 2019 is as follows:

30 June 2019  IFRS 16 Impact 01 July 2019

£'000 £'000 £'000
Non-current assets
Property, plant and equipment 3,253 650 3,903
Current liabilities
Lease liabilities — 122 122
Non-current liabilities
Lease liabilities — 528 528

As a result of the adoption of IFRS 16 the total assets increased by £650,000 from £37,099,000 to
£37,749,000 and the total liabilities increased by £650,000 from £24,176,000 to £24,826,000 on 1 July
2019. The leases (previously classified as operating leases) which have been recognised at adoption are
principally in respect of the company's office building.
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NOTES TO THE FINANCIAL STATEMENTS (continued)

9. LEASES (continued)

A reconciliation of differences between the operating lease commitments at 1 July 2019, is as follows:

£'000
Operating lease commitments at 30 June 2019 981
Impact of discounting (30)
Transferred to Diageo Great Britain Limited (301)
Total additional lease liabilities recognised on adoption of IFRS 16 650
Finance lease liabilities at 30 June 2019 —
Total lease liabilities at 1 July 2019 650
Total lease liabilities at T July 2019 — current 122
Total lease liabilities at 1 July 2019 - non-current 528
(b) Movements of leases
Land and
buildings
£'000
Movement of right-of-use assets
At 30 June 2019 —
IFRS 16 transition ’ 650
Depreciation : (116)
At 30 June 2020 534
Rental contracts are typically made for fixed periods of 10 years.
Land and
buildings
£'000
Movement of lease liabilities
At 30 June 2019 —
IFRS 16 transition (650)
Payments 122
Interest expense (6)
At 30 June 2020 (534)
Current (116)

Non-current A (418)

(V3]
(V3]
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NOTES TO THE FINANCIAL STATEMENTS (continued)

10. FINANCIAL ASSETS AND LIABILITIES

(a) Investments

Cost

At 30 June 2018

New loans advanced
Repayments and redemptions
Loan write off

At 30 June 2019

New loans advanced
Repayments and redemptions
Loan written off

At 30 June 2020

Provisions

At 30 June 2018

Released during the year

Release of provision against loans written off

At 30 June 2019
Released during the year
Release of provision against loans written off

At 30 June 2020

Net book value
At 30 June 2020

At 30 June 2019

At 30 June 2018

Trade loans
£'000

7,937
675

(1,203)

(772)

6,637
750
(1,174)
(372)
5,841
(5.019)
274
772
(3.973)
316
372

(3,285)

2,556
2,664
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NOTES TO THE FINANCIAL STATEMENTS (continued)

10. FINANCIAL ASSETS AND LIABILITIES (continued)

(b) Other financial assets and liabilities

At 30 June 2020
Intra-group derivative assets/(liabilities)
Not designated in a hedge relationship

At 30 June 2019
Intra-group derivative assets/(liabilities)
Not designated in a hedge relationship
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£'000

10

Current assets

£'000

Current
liabilities
£'000

(12)

(12)

Current
liabilities
£'000
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NOTES TO THE FINANCIAL STATEMENTS (continued)
11. DEFERRED TAX

The amounts of deferred tax accounted for in the balance sheet comprises the following net deferred tax
assets:

Property, Tax Other
plant and losses temporary A Total
equipment differences
£'000 £'000 £'000 £'000
At 30 June 2018 738 — 23 761
Recognised in income
statement 132 - - (132)
Recognised in equity 1 — — 1
At 30 June 2019 607 — 23 630
Recognised in income :
statement 107 _ o 107
Recognised in equity 70 — — 70
At 30 June 2020 ) 784 _ — 23 N 807

Deferred tax on other temporary differences includes items such as share-based payments and derivatives.

12. INVENTORIES

30 June 2020 30 June 2019
£'000 £'000

Finished goods and goods for resale 3,494 4,615

There is no significant difference between the replacement costs of finished goods and goods for resale
and their carrying amounts.
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NOTES TO THE FINANCIAL STATEMENTS (continued)

13. TRADE AND OTHER RECEIVABLES

Trade receivables

Amounts owed by fellow group undertakings
Prepayments and accrued income

Other receivables

Not overdue

Overdue 61-90 days
Overdue 91-180 days
Overdue more than 180 days

Ti_xe aged analysis of trade receivables is as follows:

30 June 2020 30 June 2019
Due within one year Due within one year
£'000 £'000
14,540 14,485
16,437 9,969
1,062 456

424 31

32,463 24,941

30 June 2020 30 June 2019
£'000 £'000

12,960 14,273

980 21

600 —

— 191

14,540 14,485

Trade and other receivables are disclosed net of provisions of £352,000 (2019 - £9,000) for bad and

doubtful debts.

As of 30 June 2020, trade receivables of £12,960,000 (2019 - £14,259,000) were fully performing.

As of 30 June 2020, trade receivables of £1,580,000 (2019 - £36,000) were past due but not impaired.
These relate to a number of independent customers for whom there is no recent history of default.

As of 30 June 2020, trade receivables of £352,000 (2019 - £191,000) were impaired. The amount of the
provision was £352,000 as of 30 June 2020 (2019 - £9,000).

Accrued income primarily represents amounts receivable from customers in respect of performance

obligations satisfied but not yet invoiced.

Amounts owed by group undertakings relate to normal trading balances with those undertakings and are
unsecured and repayable on demand. Amounts owed by Diageo Finance plc bear interest at a floating rate.

As of 30 June 2020, amounts owed by Diageo Finance plc was £16,417,000 (2019 ~ £5,313,000).
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NOTES TO THE FINANCIAL STATEMENTS (continued)

14. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

(a) Currency risk

The company presents its financial statements in sterling which is the functional currency of the entity and
conducts business in a few other currencies. As a result, it is subject to foreign currency risk due to
exchange rate movements, which will affect the company’s transactions. To manage the currency risk the
company uses certain financial instruments. Where hedge accounting is applied, hedges are documented
and tested for effectiveness on an ongoing basis. The company expects hedges entered into to continue to
be effective and therefore does not expect the impact of ineffectiveness on the income statement to be
material. :

Transaction exposure hedging

The company in accordance with the group’s policy hedges up to 24 months forecast transactional
foreign currency risk on the net US dollar exposure of the group targeting 75% coverage for the current
financial year and up to 18 months for other currency pairs. The company’s exposure to foreign currency
risk arising principally on forecasted sgles transactions is managed using forward agreements.

(b) Fair value measurements

Fair value measurements of financial instruments are presented through the use of a three-level fair value
hierarchy that prioritises the valuation techniques used in fair value calculations.

The group maintains policies and procedures to value instruments using the most relevant data available.
If multiple inputs that fall into different levels of the hierarchy are used in the valuation of an instrument,
the instrument is categorised on the basis of the most subjective input.

Foreign currency forwards are valued using discounted cash flow techniques. These techniques
incorporate inputs at levels 1 and 2, such as foreign exchange rates and interest rates. These market inputs
are used in the discounted cash flow calculation incorporating the instrument’s term, notional amount and
discount rate, and taking credit risk into account. As significant inputs to the valuation are observable in
active markets, these instruments are categorised as level 2 in the hierarchy.

The company’s financial assets and liabilities measured at fair value are categorised as follows:

30 June 2020 30 June 2019

£'000 £'000

Derivative assets . 10 —
Derivative liabilities (12) (12)
Valuation techniques based on observable market @) 12)

input (Level 2)

There were no transfers between levels during the two years ended 30 June 2020 and 30 June 2019.
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NOTES TO THE FINANCIAL STATEMENTS (continued)

15. TRADE AND OTHER CREDITORS

30 June 2020 30 June 2019

Due within one year Due within one year

£'000 £'000

Amounts owed to fellow group undertakings 10,633 9,983
Accruals and deferred income 3,889 ) 6,363
Tax and social security excluding income tax 9,241 3,721
Trade creditors v 1,758 4,057
25,521 24,124

The Tax and social security excluding income tax comprises of:

30 June 2020 30 June 2019

£'000 £'000

Customs and excise duty 2,513) 2,545
Value added tax (6,728) 1,176
(9,241) 3,721

Amounts owed to fellow group undertakings are unsecured, interest free and repayable on demand.
Trade and other payables are payable in accordance with the suppliers’ usual and customary credit terms.

Tax and social insurance are repayable at various dates over the coming months in accordance with the
applicable statutory provisions.

Deferred income represents amounts paid by customers in respect of performance obligations not yet
satisfied. :
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NOTES TO THE FINANCIAL STATEMENTS (continued)

16. PROVISIONS

Total

£'000
At 30 June 2019 40
Charged during the year 1,118
Utilised (13)
Released (26)
Transfer (237)
At 30 June 2020 882

Provisions contains PAYE (Pay as You Earn) provision in relation to travel & entertainment expenses. It
is expected to be utilised or released within one year. ’

17. SHARE CAPITAL

30 June 2020
£
Authorised

100 ordinary shares of £1 each 100
30 June 2020
' £

Allotted, called up and fully paid
100 ordinary shares of £1 each 100
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18. RELATED-PARTY TRANSACTIONS
The following transactions were carried out with related parties:

(a) Purchase of goods and services

Year ended Year ended
30 June 2020 30 June 2019
£'000 £'000

Fellow subsidiaries:
Ketel One Worldwide B.V. 16 183
16 183

(b) Year-end balances arising from sales/purchases of goods and services

30 June 2020 30 June 2019
£'000 £'000

Trade receivables due from related parties: ‘
Ketel One Worldwide B.V. 5 32
S 32

19. COMMITMENTS

Capital commitments
Commitments for expenditure on property, plant and equipment not provided for in these financial
statements are estimated at £63,000 (2019 - £108,000).

Operating lease commitments
All operating lease commitments have been transferred as a result of the adoption of IFRS 16. The
movements can be seen in Notes 8 and 9.

Other purchase commitments
At 30 June 2020 the company had purchase commitments originating from purchase orders totaling
£4,420,000 (2019 - £6,321,000).

20. IMMEDIATE AND ULTIMATE PARENT UNDERTAKING
The immediate and ultimate parent undertaking of the company is Diageo plc which is the ultimate
controlling party of Diageo group. Diageo plc is incorporated and registered in England, United Kingdom.

The consolidated financial statements of Diageo plc can be obtained from the registered office at Diageo,
Lakeside Drive, Park Royal, London, NW10 7HQ, United Kingdom.
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