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Financial highlights

About Dairy Crest

• Adjusted earnings per share up 12% to 28.8 pence

• Operating profit up 10% to £47.8 million* and operating margin

increased from 5.5% to 6.2%*

• Key Consumer Foods segment – operating profit up 5% to 

£31.4 million* and operating margin increased from 6.3% to 6.6%*

• Cash flow from operating activities was £54.7 million

• Final dividend of 8.15 pence making a total of 12.0 pence up 10%

*excluding acquisition reorganisation costs

Dairy Crest is a broadly based UK dairy food company with a significant 
presence in the UK dairy market, serving both the retail grocery trade and major
food manufacturers. 

Floated on the London Stock Exchange in 1996 and with a current market
capitalisation of around £300 million, Dairy Crest is:

• one of the UK’s largest buyers of raw milk

• the brand leader in the dairy spreads sector with Clover 

• the major supplier of value added mature cheddar with Davidstow and 
Cathedral City

• the UK’s largest supplier of Stilton following the Millway Foods acquisition 
in 1999

• the brand leader in fresh flavoured milk drinks with Frijj

• a major supplier of liquid milk to multiple retailers

• the largest supplier of milk to households throughout East Anglia

• through its Yoplait Dairy Crest joint venture (established in 1991), a leader in the
fresh dairy products market, with major brands Petits Filous, Wildlife and Frubes

• the UK’s leading supplier of dairy based ingredients to food manufacturers.
Dairy Crest’s strategic objective is to deliver enhanced shareholder value by

using its considerable presence in the UK dairy sector as a strong platform from
which to develop its business and provide future growth. 
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“We have been able to report
another year of strong profits
growth whilst also materially
increasing the levels of media
investment to support the
Group’s brands”

Chairman’s statement

Dairy Crest has continued to pursue its strategy of adding value to milk during 
the year to March 1999. This strategy has led us to increase materially the levels 
of advertising investment to support the Group’s brands, and has enabled us to
report another year of strong profits growth. The Group has benefited from recent
acquisitions and investment to strengthen our leading positions in our chosen markets.

We believe the financial performance confirms the validity of the strategy 
and provides confidence that we have established the basis to continue to deliver
attractive shareholder returns. Our consistent earnings growth is a very important
element in our drive to deliver growing shareholder value. In addition, the directors
are recommending a 10% increase in the dividend to bring the total declared for
the year to 12.0 pence per share.

Delivering good profits growth and steadily increasing dividends, however, 
go only part way to help meet our objective to deliver increased shareholder value,
as stock market sentiment retains a significant influence. The dairy industry has
been the subject of an inquiry by the Competition Commission throughout 
the year. The report was submitted to the Department of Trade and Industry in
February 1999 and we currently await its publication. Early disclosure of the
recommendations would be helpful to alleviate industry uncertainty and produce 
a more constructive environment for future business development. 

I am pleased to welcome Gerry Grimstone to the Dairy Crest Board. Gerry
brings a wealth of commercial and business experience from the investment bank
Schroders, where he held a number of senior positions, and also from HM Treasury
where he was much involved with the UK privatisation programme. Whilst at
Schroders, Gerry was a key adviser to the Milk Marketing Board in the period
leading up to the restructuring of the dairy industry in 1994 and therefore has
extensive knowledge of our industry.

We believe that Dairy Crest is well placed to compete effectively in its markets.
We continue to seek expansion by acquisition where we are satisfied that the
transaction will provide value for our shareholders. Your Board is confident that the
Group can continue to deliver shareholder value through its focus on developing
leading positions in the added value sectors. 

M Dowdall, Chairman
25 May 1999
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Increasing the levels
of mediaınvestment



Chief Executive’s review

I am pleased to present our results for the year ended March 1999 which show
another year of sustained earnings growth. Since flotation in 1996 Dairy Crest 
has produced three consecutive years with earnings growth in excess of 10% and
earnings are now more than 50% higher than the pro forma earnings shown in 
the pre-float prospectus. 

Dairy Crest’s financial performance reflects further excellent progress of 
the added value growth strategy, both in developing our own brands and working
closely with major retailers to develop their brands. We are confident that this
strategy will continue to provide the main source of future business growth. 
During the year we have made a significant increase in media investment to support
our own brands, together with investment to enhance service to our customers,
whilst continuing to deliver attractive earnings growth for shareholders.

The Group’s profit before tax increased by 14% from £40.6 million to 
£46.1 million after a net benefit of £1.1 million for acquisition reorganisation 
costs and exceptional items. Excluding these items, the Group profit before tax 
has increased by 10% to £45.0 million and adjusted earnings per share increased 
by 12% from 25.8 pence to 28.8 pence per share.

Group turnover, including the share of sales through the Yoplait Dairy Crest
joint venture, fell by just under 2%. This reduction was principally due to the
continuing impact of milk cost deflation, which was offset by increased sales
through the joint venture, reflecting the full year effect of the Raines acquisition.
Group operating profit increased by 10% from £43.5 million to £47.8 million
before making allowance for £1.0 million of reorganisation costs associated with
the Longs Dairies and Millway Foods acquisitions completed during the year.

The Directors recommend a final dividend of 8.15 pence per share which
brings the full year dividend to 12.0 pence per share. This represents an increase 
of 10% over the dividend of 10.9 pence per share declared last year.

Prospects
Dairy Crest’s business has performed well in the 1999 financial year delivering 
over 10% earnings growth for the third year in succession.We believe Dairy Crest’s
strategy is successfully producing attractive growth through the development of 
its leading positions in added value sectors. 

We believe our strategy and strong balance sheet provide the foundation 
to enable Dairy Crest to continue to offer shareholders attractive returns. We are
confident that despite tough trading conditions, we can anticipate a pleasing
outcome for the year ahead.

W J Houliston, Chief Executive
25 May 1999
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“We believe Dairy Crest’s 
strategy is successfully 
delivering attractive growth
through the development 
of its leading positions in 
added value sectors”

Another year of
sustained earningsgrowth
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Clover’s recipe for success
Churned from fresh dairy ingredients,
Clover has an unbeatable buttery taste.



Operational review

Added value and branded developments
Our strategy is focused to achieve growth through the development of added value
products both as Dairy Crest’s brands and those of our leading retail customers.
The Group has concentrated its marketing investment to develop leadership
positions in the dairy spreads, mature cheddar, fresh dairy products and fresh milk
drinks sectors of the dairy market. During the year Dairy Crest’s leading brands –
Clover, Cathedral City and Davidstow – and the Yoplait Dairy Crest brands made
considerable progress. 

The Group’s commitment to building brands is evidenced by the significant
increase of around £3.5 million in media investment. This expenditure is reflected
in the Consumer Foods segment where operating profit increased by 5% to 
£31.4 million. In addition to organic growth, we continue to seek expansion 
by acquisition. These results include the benefits of the Raines acquisition by 
our joint venture Yoplait Dairy Crest completed in February 1998. In addition 
we acquired the Millway Stilton business in March 1999 which has attractive
development potential.

We are adding value through sharing the benefits of working with our major
retail customers on their category management programmes. We have invested 
to build our capability in this area and have completed several significant projects
particularly in cheese and fresh dairy products. We are investing in distribution 
and systems to enhance our customer service levels and we are working closely with
customers on tailored product development projects. The success of the Davidstow
brand development provides a clear indication of the growth and benefits which
can be achieved by working in partnership with major retailers.

We are confident that these investments in added value, brand development
and acquisitions will underpin our strategy and we believe will enable Dairy Crest
to continue to deliver attractive returns.

Dairy Spreads
Dairy Crest’s spreads business produced a very satisfactory result. This was driven 
by a strong volume performance from Clover which was supported by a successful
television advertising campaign. We increased the level of our media investment 
in spreads by over £2 million in the year to March 1999. Despite the continued
competitive nature of the yellow fats market which declined by 5% to around 
£950 million, Clover sales volumes increased and the brand continues to be the
clear market leader in the dairy spreads sector.

We are confident that Clover will remain a highly attractive brand property
and we shall continue to invest appropriate funds to strengthen its consumer appeal.

Cheese
Dairy Crest’s added value cheese business has made excellent progress in the year to
March 1999 with Cathedral City and Davidstow both showing significant volume
increases. We believe our Davidstow creamery provides a source of sustainable
competitive advantage through the consistently high quality of its mature cheddar.
The excellence of Davidstow’s cheese has been fundamental to the development of our
marketing plans to capitalise on the consumers’ growing demand for flavoursome mature
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on a balanced marketing diet



Operational review continued

cheddar. In the year to March 1999 Davidstow brand sales volumes increased by 
around 15%.

We have continued to develop the Cathedral City brand by focusing investment
in the prepack range where brand values are more easily established than on the
deli-counter. In December 1998 we introduced Cathedral City Extra Mature to 
meet consumers’ needs for a branded stronger tasting cheddar. During the year 
we increased our advertising expenditure on Cathedral City with media spend up 
by around £1 million from 1997/98. We have also enhanced our promotional
activity to encourage consumer trial and increase brand awareness. This increased
marketing investment has helped to drive volume growth of Cathedral City by 
around 10% overall. The activity on prepack has been particularly successful 
with sales volumes increasing by 70%. The Cathedral City brand is increasingly
appreciated by consumers and continues to enjoy a significant premium over other
mature cheddar.

These achievements have been made against the background of a decline in 
the retail cheese market of 4%, with encouraging growth in mature cheddar sales 
of 2%. The total retail cheese market is currently worth £1.5 billion with cheddar
accounting for around 55% at £820 million, of which mature cheddar is now
worth £430 million.

In order to ensure that our portfolio is broadly based and provides interesting
choices for customers, we also focus on attractive niche market sectors such as
Stilton. We recently announced the acquisition of Millway from Bongrain which
makes Dairy Crest the clear leader in the Stilton market, where we believe there 
are attractive opportunities to develop this added value sector.
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Cathedral City is shaping up
for further growth
Relaunched with a new shape and
improved packaging and design,
Cathedral City was also well supported
on television and in store.



Frijj
Frijj continues to be the clear market leader in the fresh flavoured milk drinks
sector and has extended its share during the year. New entrants increased the level
of competitive activity particularly in the multiple retail sector. Frijj sustained its
broad distribution in multiples whilst increasing its presence in the convenience
and impulse sectors. However, disappointing weather in the key summer months
depressed sales of soft drinks from which Frijj was not immune. Our marketing
plans for the year to March 2000 have been designed to ensure that Frijj retains 
its leading position in fresh flavoured milk drinks.
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More choice in cheese
Dairy Crest has an extensive range
of cheeses created for the multiple
retailer, independent, convenience,
cash and carry, wholesale and
forecourt sectors.

Limited editions boost sales
Frijj continued to add value and fun to
the flavoured milk category with a
rolling range of new flavours launched
in exciting and impactful packaging.



Operational review continued

During the year we invested £0.5 million to increase Frijj production capacity at
our Severnside dairy. This will ensure peak production demands can be satisfied
during the summer months and it will provide additional production flexibility 
to develop new fresh flavoured milk drinks.

Fresh Dairy Products
The successful integration of the Raines acquisition and significant volume 
growth of Yoplait brands have produced another successful year in the fresh dairy
products business. 

The enlarged joint venture with Yoplait has enabled Dairy Crest to become 
a significant force in fresh dairy products. Although the fresh dairy products market
increased by around 3% to be worth £1.1 billion, the Yoplait brands increased 
by 25% in volume over the previous year, benefiting from substantial levels of
marketing investment. 

Petits Filous has long been established as the major brand in fromage frais. 
In recent years the Yoplait brand has become recognised for its high quality 
and innovative range of new products. Yogurt and fromage frais ranges such 
as Wildlife and Weight Watchers have proved to be successful additions to the 
Yoplait portfolio. In the year to March 1999 Frubes, fromage frais in a tube, 
has become a children’s favourite with sales volumes increasing by 70%. 

The Yoplait Wildlife range of children’s desserts has been extended to the dairy
spreads and cheese markets. Wildlife Buttery, a branded spread, Wildlife Jungle
Bites of cheddar in animal shapes and Wildlife cheese spread from a tube were
launched in March 1999. 

As the fresh dairy products market also contains a significant retailer brand
sector, we recognised that an acquisition was required to enable Yoplait Dairy Crest
to become a market leader and give it the scale necessary for long-term robustness.
In February 1998 we acquired Raines Dairy Foods for £66 million through 
the joint venture. The Raines business remains dedicated to developing innovative
premium fresh dairy products for the major retailers’ own brands. Since the
acquisition we have increased investment in this area, particularly in further
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Children’s desserts
Advertising and promotions have
increased Yoplait Dairy Crest’s share
within the children’s sector.

Petits Filous
The total Petits Filous brand has
continued to experience successful
growth.



improving manufacturing and this business will benefit through sharing product
development expertise with Yoplait Dairy Crest. Raines has been successfully integrated
during 1998/99 with the combined operations being run from Enfield, Middlesex. 

We believe that the enlarged joint venture, with its enhanced scale and ability
to compete effectively in both the branded and premium quality retailer branded
sectors, is well positioned to deliver attractive returns. 
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New from Dairy Crest
Dairy Crest is developing new
products for continued future growth
in added value markets.

Launch record
March 1999 
Yoplait Wildlife YO-TO-GO launch
June 1998 
Yoplait Wildlife Choobs launch
Feb 1998
Acquisition of Raines Dairy Foods
December 1997 
Yoplait Fromage Frais enters top 
100 brands
March 1996 
Petits Filous Frubes launch
October 1995 
Weight Watchers from Heinz 
range launch
October 1994 
Yoplait Wildlife launch
1991
The joint venture was formed between
Dairy Crest and Sodiaal, the parent
company of Yoplait



Operational review continued

Retail Liquid Milk
The growth in liquid milk purchased from multiple retail shops slowed to 
3% representing the lowest increase for several years. During the year several 
major retailers further rationalised their supplier base by reducing the number of
dairy companies servicing their business. For Dairy Crest the timing impact 
of these contract changes meant that volume losses exceeded volume gains during
the year. However, we were successful in winning several important new business
contracts, particularly with Safeway and Iceland which we believe will enable us 
to increase our volumes in the year to March 2000. Dairy Crest has continued 
to invest to ensure that our manufacturing facilities are able to meet the highest
industry standards of quality, hygiene and service. We are committed to serving 
our customers in a most efficient manner. Dairy Crest intends to retain the 
Group’s position as a major supplier of liquid milk to leading retailers.

We have invested £8 million across our three dairy sites with the primary purpose
of further improving the freshness of our milk. Over the last 18 months, we have
progressively introduced a “Farm Assured” milk scheme. This encompasses the five
freedoms of animal welfare with our own team of farm auditors making regular
inspections to ensure that milk suppliers adhere to the standards contained in the
code of practice.

Adding value by working with retailers to understand the consumer and 
deliver service
Working closely with our major retail customers is a key element of our strategy to add
value to milk. We have applied resource to develop specific propositions for individual
retailers which are based on a deep understanding of both the dairy category and the
specific retailer’s customer needs. We have invested significantly in category management
and trade marketing using extensive consumer research and applied rigorous analysis
to develop specific targeted action plans for individual retailers. This redrawing of
the category and fixture has led to new product opportunities being identified.
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Retailer brands
Dairy Crest continues to supply the
leading retailers with a range of high
quality dairy products.



Efficient product replenishment in store is of great importance to
our retail customers and as a result distribution and product handling
activities are becoming increasingly sophisticated and complex. 
To ensure that Dairy Crest continues to offer its customers service
of the highest standards, we are investing £33 million in a new
distribution centre of which £12 million was invested in the year to
March 1999. Situated at Nuneaton the operation will be able to
process over 50 million cases of dairy products a year and will
open in April 2000. The new temperature controlled facility
provides the opportunity to consolidate the distribution
arrangements of cheese, spreads and fresh dairy products. The
depot will utilise a fully automated product put-away and retrieval
system. This investment underlines Dairy Crest’s commitment to
customer service. The Nuneaton location will allow improved
access to customers’ regional distribution centres facilitating
more cost effective deliveries and greater flexibility in
meeting customers’ future needs. 

The Nuneaton operation will also incorporate a
central store where the Group’s growing mature cheddar business can be effectively
situated. The sophisticated temperature controlled environment will enable Dairy
Crest to focus on the highest possible standards of cheese maturation essential to
consistent flavour and texture development.

To enable Dairy Crest to continue to develop its cheese strategy successfully
and drive competitive advantage, we have completed the major refurbishment 
of the Maelor cheese prepacking facility. The plant is now capable of prepacking
around 250 tonnes per day of cheese in a range of formats to meet consumer
requirements. An additional £1.8 million will be invested in 1999/2000 to expand
capacity with technically sophisticated fixed weight cutting and wrapping machines. 

During the year Dairy Crest implemented new Customer Order Management
and Financial Control systems. The investment, which exceeded £3 million,
underlines the Group’s commitment to improving customer service. Increased
benefits from this investment should be realised in 1999/2000. Our project
designed to ensure that the Group’s systems are Year 2000 compliant is on schedule
and is expected to be substantially completed by 30 June 1999. We are also
finalising plans for close monitoring and action covering the full supply chain
process in the period leading up to the Millennium.

Dairy Crest recognises the considerable consumer and customer emphasis
placed on the importance of food safety throughout the industry. As part of the
continuing improvement process Group standards for ‘good manufacturing practice’
are reviewed regularly. All Dairy Crest manufacturing sites are formally accredited
under the EFSIS (European Food Safety Inspection Service) system. In addition 
all products are controlled using the HACCP (hazard analysis critical control
point) system and new sensory assessment schemes have been introduced in the
year, resulting in even more stringent appraisal of the eating quality of our products.
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Positioned to provide
the bestservıce

and product quality

The national distribution centre
The new national distribution centre and
cheese maturation store will open in
April 2000 at Bermuda Park, Nuneaton.



Operational review continued

The Food Services segment contains the more traditional dairy products such 
as doorstep milk and dairy based ingredients. Whilst these businesses tend to 
be mature operations and therefore offer lower growth prospects, they also place
lower demands on investment capital. 

The results achieved by the Food Services sector are particularly influenced 
by the impact of currency on the raw milk cost and ingredients product selling
prices. We experienced more favourable conditions during 1998/99 than in 
the previous year which is reflected in an operating profit increase of £2.9 million 
to £16.4 million which was achieved on reduced turnover of £295 million. 
This improved contribution has helped to finance the enhanced media investment 
to support the added value strategy.

Ingredients
Dairy Crest’s ingredients business supplies dairy based products to UK food
manufacturers and processors. The key factor influencing profitability in the year 
to March 1999 was the continued strength of sterling, but raw milk costs and
product selling prices were more closely matched than in the previous year.
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Britain’s leading dairy
ingredients supplier
The supply of ingredients specially
tailored for our domestic customer
base forms a key element of 
Dairy Crest’s portfolio.

Competitive 
products

addvalue
throughout



Following investment at Crudgington and Davidstow, Dairy Crest developed and
launched a caramelised blend of sweetened condensed milk and whey proteins.
This product serves as an alternative to the traditional chocolate crumb process 
and is already providing new opportunities in the sweet flavourings market.

However we have also been developing new products targeting the savoury
market, particularly cheese based ingredients. During the year we introduced 
a range of freeze dried Stilton and cheddar products which have been successfully
incorporated into snack biscuits for the quality retail market. In addition we
launched the Cheesemasters Choice range of products for use by the food
processors particularly in the preparation of chilled meals. 

Household
Our household business had a particularly good year benefiting from the raw 
milk cost reduction. We continue to invest to enable our doorstep business to be
efficiently served from our Fenstanton plant. We have been successful in managing
the impact of the continued downsizing of the doorstep business in line with
reducing consumer demand. 

In January 1999 the purchase of Longs Dairies for £4 million was completed
which strengthened Dairy Crest’s position as the main supplier to doorstep,
catering and retail customers in East Anglia. Operating efficiency in the region has
been improved as the new business has been integrated within our existing business
and production concentrated at Fenstanton. Whilst the market for doorstep milk
declined by 9% in our trading area, the household business achieved a volume
increase of 4% in the year as a result of our infill acquisitions.
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Our milk delivery is
healthier than ever
Dairy Crest continues to supply a 
wide range of liquid milk products 
to the doorstep, catering and retail 
market sectors.





As a major dairy food company, Dairy Crest believes it is important for the business
to play a significant role in the local community. We therefore take our environmental
and social responsibilities very seriously.

Dairy Crest’s sites seek to minimise the environmental impact of their activities
and operate according to guidelines set out in policy documents and related 
codes of practice. A major environmental impact is the discharge of treated effluent
into rivers and waterways. Our control process is regularly updated by a
combination of capital investment and employee environmental training programmes.
The effect of packaging on the environment is another major issue facing
processing companies today and we are constantly working to improve this aspect
of our business.

Dairy Crest is actively involved with a number of charities and voluntary
organisations. Through our major brands Clover and Frijj, we have backed the
charities Children with Leukaemia and Comic Relief. In addition Yoplait Dairy
Crest, through its Wildlife brand, supports London Zoo’s Conservation in Action
animal charity. All of our sites help local charities and during the year Hartington
provided a playing field for local children, while Maelor has assisted a children’s
hospice and the local ambulance service. In addition, our household business has
provided support to NCH Action for Children and they have also sponsored the
Dairy Crest International School Sports Organisation Games held in May 1999.

Product promotion and
employees in strong support 
for Children with Leukaemia
Seven Dairy Crest staff took part in a
120 mile bicycle ride and raised £4,000
for the charity.



Financial review

Operating results
The Group’s turnover, including its share of joint ventures’ turnover, declined by 
2% from the prior year to £774 million. This reflects the impact of the decline in raw
milk costs on selling prices offset by the full year’s effect of the acquisition of Raines in
February 1998. Operating profits, excluding acquisition reorganisation costs, increased
by 10% to £47.8 million. These results include a contribution of £5.7 million 
(1998 – £2.8 million) from our joint ventures.

Exceptional items
Exceptional items include the release of a warranty provision which is no longer
required in respect of a previous business disposal and the costs of closing our cheese
trading operation, the Commodity Trading Office. 

Interest
The net interest charge of £2.8 million (1998 – £2.7 million) is stated after capitalising
£0.3 million of interest in respect of expenditure on the Nuneaton Distribution Centre
due to open in April 2000. It includes £0.8 million representing Dairy Crest’s share
of Yoplait Dairy Crest’s interest charge. Interest cover, including interest capitalised,
was 15 times.

Taxation
The Group’s effective tax rate for the year, excluding the impact of exceptional items
and acquisition reorganisation costs, was 29.5% (1998 – 30.5%). We expect to maintain
the underlying tax rate at around this level for the foreseeable future. The Group has
a potential deferred tax liability of £7.0 million which is fully provided for.

Earnings per share
Adjusted earnings per share, which exclude the impact of exceptional items and
acquisition reorganisation costs, increased by 12% from 25.8 pence in 1997/98 to
28.8 pence in the current year. Basic earnings per share, including these items,
increased by 20% to 30.9 pence. The weighted average number of shares used in the
calculation of these earnings per share figures was 109.9 million (1998 – 109.6 million).
Shares held by the Dairy Crest Employees’ Share Ownership Plan Trust (“ESOP”)
and Dairy Crest Qualifying Employee Share Ownership Trust (“QUEST”) have been
excluded from the calculation of the weighted average number of shares in accordance
with FRS14 as the shares have been consolidated in the Group balance sheet.

Diluted earnings per share, calculated after adjusting for the dilutive impact of
outstanding options, increased by 20% to 29.8 pence per share. Excluding the impact
of the exceptional items and the acquisition reorganisation costs, diluted earnings per
share were 27.9 pence per share, an increase of 12%.

Dividends
The proposed final dividend of 8.15 pence together with the interim dividend of 3.85 pence
provides a total for the year of 12.0 pence. This represents an increase of 10% over the
dividend of 10.9 pence declared in 1997/98. Dividend cover remains strong at 2.4 times
(excluding the impact of exceptional items).

Shareholders’ funds
Goodwill of £6.8 million (gross – £6.9 million) has been capitalised in respect of
acquisitions during the year. This represents a change in accounting policy following
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I C Laurie, Finance Director



the implementation of FRS10, ‘Goodwill and Intangible Assets’ issued by the
Accounting Standards Board. FRS10 allows goodwill on acquisitions before 31 March
1998 to remain to be written off against reserves. Shareholders’ funds at the end
of the year have increased by £20.7 million to £164.0 million representing retained
profits after dividends. 

Cash flow
Operating cash flow was £54.7 million (1998 – £55.3 million) as working capital
reduced by £2.4 million (1998 – increase £0.4 million). 

Capital expenditure was £35.7 million (1998 – £17.2 million). The Group incurred
£12 million on the Nuneaton Distribution Centre. Dividends of £12.4 million were
paid during the year.

The Group invested £1.1 million in the Dairy Crest Employees’ Share Ownership
Plan Trust which purchased a further 400,000 shares in the Company to hedge awards
under share schemes including the Long Term Incentive Share Plan. £0.6 million of
the purchase costs was paid after the year-end.

The Group acquired Millway Foods Limited for a cash consideration of
£2.6 million on 25 March 1999. As part of the net assets acquired, it took over bank
loans in Millway of £6.6 million. Millway is a manufacturer of Stilton and supplies
major retailers and food services organisations. It significantly enhances our presence
in this growing added value market. On 8 January 1999 the Group acquired the
business and assets of Longs Dairies for £4.1 million. Longs Dairies supplied milk 
to doorstep customers, bottled milk buyers and semi-retail outlets in East Anglia.

Pensions
The Dairy Crest Group Pension Fund (“the Dairy Crest Fund”) was actuarially
assessed at 31 March 1998 using the projected unit method. This assessment indicated
that the assets of the Dairy Crest Fund were sufficient to cover 118% of the value of the
members’ accrued benefits. Under the requirements of SSAP 24 there is no pension
charge in 1999. This compares with a pension charge of £1.6 million in the prior year.
Our actuaries have confirmed that there is expected to be no charge for pensions in
respect of the Dairy Crest Fund for the next two years. This will be reviewed at the next
formal actuarial valuation of the Dairy Crest Fund due as at 31 March 2001.

Treasury activities
The Group has some transactional currency exposures and it enters into forward
foreign exchange contracts to hedge the currency risks arising from all such
transactions. It is, and has been throughout the period under review, the Group’s
policy that no trading in financial instruments shall be undertaken.

The Group’s objective is to maintain a balance between continuity of funding
and flexibility through the use of overdrafts and bank loans. Prior to flotation Dairy
Crest Group plc arranged a revolving credit facility of £100 million which expires on
30 June 2001. Net borrowings at the end of the year were £34.4 million compared
with borrowings of £21.3 million at the beginning of the year. Gearing was 21%. 
At the year-end all the bank borrowings were in sterling at floating rates based upon
LIBOR and headroom within committed facilities is over £60 million.

Going concern statement
The financial statements on pages 28 to 45 have been prepared on a going concern
basis as the directors are satisfied that the Group has adequate financial resources to
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Financial review continued

continue in operational existence for the foreseeable future. In making this statement,
the directors have reviewed the Group’s budget and available facilities and made such
other enquiries as they considered appropriate.

Year 2000
In common with most companies, a number of our computerised operating 
and financial systems required modifications or replacement to accommodate the 
Year 2000 date change and thus avoid malfunction and commercial disruption.
Furthermore the operation of Dairy Crest’s business depends not only on the ability
of our own computer systems to deal with the date change but also to some degree
on the systems of our suppliers and customers. 

We have put in place a series of projects to ensure that all of our essential systems
are Year 2000 compliant before the Millennium. We have given priority to those
systems which could have a significant financial or legal impact on the business if they
were to fail. All the projects include the requirement for detailed testing of system changes,
involving the participation of users prior to implementation. Regular reports on the
projects’ progress are being made to the Board.

We have liaised with our customers and suppliers on their plans to address 
the Year 2000 issue and have reviewed their responses. We are at present assessing 
the requirement for any additional work and developing contingency plans 
where required.

It is not possible for any organisation to guarantee that all Year 2000 problems
will be resolved because a level of failure may still occur. However, the Board believes
that it has proper procedures in place to address this matter and deal promptly with
any failures or issues as they arise.

We have an ongoing programme to upgrade systems and processes. 
The additional cost of modifying our systems, to ensure that they are Year 2000
compliant, is not expected to exceed £1 million in the financial year 1999/2000.

Implementation of the euro
We have assessed the impact of the single European currency on our business and we
are prepared to take appropriate action in respect of its implementation in line with the
requirements of our trading partners. Any costs are not expected to be material in the
context of the Group.

I C Laurie, Finance Director
25 May 1999
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Directors and Advisers
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Auditors
Ernst & Young

Financial Adviser
Merrill Lynch International

Solicitors
Clifford Chance
Wedlake Bell

Principal Bankers
Barclays Bank PLC
National Westminster Bank Plc
Rabobank, London Branch
Westdeutsche Landesbank Girozentrale

Registered Office
Dairy Crest House
Portsmouth Road
Surbiton, Surrey KT6 5QL
Registered in England No. 3162897

* Members of the Audit Committee
‡ Members of the Nomination Committee
† Members of the Remuneration Committee

‡ 1 Mike Dowdall, Chairman – was appointed Chairman 
in 1994. He is also a Non-Executive Director of BPB
Industries plc. Previously, he served as a main board
director of Unilever plc for six years and was Chairman
of Geest plc and a director of the NFU Mutual
Insurance Society.

2 John Houliston, Chief Executive – was appointed
Chief Executive in 1991 after joining the Dairy Crest
Board in 1990 as deputy Chief Executive. He was
formerly Managing Director of UB (Ross Young’s) Ltd.
He was appointed President of The Dairy Industry
Federation in April 1999 for an initial term of two years.

3 Drummond Hall, Executive Managing Director –
was appointed in 1991. He joined from HP Bulmer
Holdings plc where he was Managing Director, 
Cider and Beer Division. He was formerly Marketing
Director with Pepsi Cola Northern Europe.

4 Ian Laurie, Finance Director – was appointed in
1995. He joined Dairy Crest from Ocean Group plc,
where he was Group Finance Director for eight years.
He was formerly Finance Director of Asda Stores Ltd.

5 Bill Brown, Executive Managing Director – joined
Dairy Crest in 1992 as Director of Distribution and
was appointed to the Board in 1995. He was formerly
Chief Executive of Fitch Lovell plc.

† 6 Gerry Grimstone, Non-Executive Director – was
appointed in March 1999. He has held a number 
of senior positions within Schroders, the investment
bank, and previously worked in the UK Civil Service.

*† 7 Richard Fletcher, Non-Executive Director – 
was appointed in 1993, a position he previously held
between 1987-1989. He farms 805 acres in the 
West Midlands and has a dairy herd of 200 cows.

*‡ 8 Tom Jones, Non-Executive Director – was appointed
in 1993. He is a farmer with 250 acres, mainly grassland,
in Anglesey. He has a dairy herd of 70 cows and also 
a breeding flock of 700 sheep.

† 9 Simon Oliver, Non-Executive Director – was
appointed in 1997. He has many years’ experience in the
dairy industry and was Chairman of Mendip Foods
Limited prior to its acquisition by Dairy Crest in 1995.
He is Chairman of Private Investor Capital Limited.

*‡ 10 Paul Lewis, Non-Executive Director – was
appointed in 1993. He was Deputy Chairman and
previously Group Finance Director of Tate & Lyle plc
until his retirement in February 1998. He is also a
Non-Executive Director of Federal Mogul Corporation,
Detroit, USA.

11 Roger Newton, Company Secretary – joined 
Dairy Crest in February 1992. He is a Solicitor and
Chartered Secretary.

Except for Simon Oliver and Gerry Grimstone, dates 
of appointment refer to the year when the director was
appointed to the Board of Dairy Crest Limited. John
Houliston and Ian Laurie were appointed to the Board 
of Dairy Crest Group plc on 24 June 1996 and the other
directors were appointed to the Board on 4 July 1996.



Corporate Governance

The Company’s corporate governance procedures have met the requirements of Section 1 of the Combined Code on Corporate
Governance (“the Code”) throughout the year with the exception of the selection of a senior non-executive director, the terms 
of reference of the Nomination Committee and the composition of the Audit Committee. The Company intends to fulfil the
requirement for all directors to stand for re-election every three years and is proposing a resolution to change the Articles of
Association at this year’s Annual General Meeting. The list of directors standing for re-election this year is set out on page 26.
As formal guidance is not yet available for directors on the wider aspects of internal control relating to operational and compliance
controls and risk management as required by D.2.1 of the Code, the Board will continue to review and report on the effectiveness 
of internal financial controls.

The Board
The Board consists of the Chairman, four executive directors and five non-executive directors. It meets eight times a year. 
A formal schedule of matters is reserved for the Board which includes Group strategy, approval of budgets and major capital
expenditure projects. All directors have access to external advice at the expense of the Company. The independence of the non-
executive directors is such that the Company does not consider it appropriate to select a senior non-executive director. Any
shareholder who has a concern about the affairs of the Company should contact, in the first instance, the Chairman or Chief
Executive. Shareholders may also contact any of the non-executive directors should the need arise.

The Audit Committee
Since March 1999 the Audit Committee has been made up of three non-executive directors. Previously the Audit Committee
comprised two non-executive directors, one of whom was chairman of the Committee, and the Chairman. This was not in
compliance with the Code. The Committee normally meets three times a year to review the Company’s interim and annual
financial statements before submission to the Board for its approval, to review the adequacy of the Group’s accounting systems
and controls and to monitor the relationship with the external auditors.

The Nomination Committee
The Nomination Committee comprises two non-executive directors, one of whom is chairman of the Committee, and the Chairman.
Since March 1999 it has been responsible for making recommendations to the Board for all director appointments.

The Remuneration Committee
The Remuneration Committee comprises three non-executive directors. Its responsibilities are to determine, within remuneration
principles agreed with the Board, the salaries, bonuses and pension rights of the executive directors. Remuneration and benefits are
designed to be set at a level appropriate to the Company’s circumstances having regard to market information provided by outside
agencies. The Board itself determines the remuneration of non-executive directors.

Relations with shareholders
Communications with shareholders are given high priority. There is regular dialogue with institutional and other major
shareholders. The Board uses the Annual General Meeting to communicate with private and institutional investors and
welcomes their participation. The Chairman aims to ensure that the chairmen of the audit, remuneration and nomination
committees are available at Annual General Meetings to answer questions.

Internal financial control
The Board has overall responsibility for the system of financial control across the Group. While no system of internal financial
control can provide absolute assurance, the Group’s system is designed to provide reasonable assurance against material
misstatement or loss. The key elements of this system include:

• a clearly defined organisational structure and rules relating to the delegation of authorities

• the identification and resolution of key business risks 

• the annual preparation of detailed budgets by each of the Group’s business units and the approval of the Group budget by 
the Board

• monthly comparison and review of actual results against budget and prior year’s performance and the preparation of rolling
annual forecasts each quarter

• clearly defined procedures to control capital expenditures

• a manual which details the accounting policies and procedures for application across the Group

• check lists confirming the satisfactory operation of key business controls completed quarterly by business unit management.
The directors have reviewed the effectiveness of the Group’s system of internal financial control.
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Report of the Board on Directors’ Remuneration

The Board has appointed a Remuneration Committee of non-executive directors 
of the Company. The Committee consists of Mr S M D Oliver (Chairman), 
Mr R Fletcher and Mr G E Grimstone (appointed in March 1999). Committee
members have no potential conflicts of interest arising from cross-directorships and are
not involved in the day-to-day running of the Company. The Chairman and Chief
Executive attend all meetings, for matters other than those concerning themselves.
The Remuneration Committee determines, within remuneration principles agreed
with the Board, the remuneration of the executive directors in all its forms, drawing
on outside advice as necessary.

Total remuneration
The total remuneration package, which is reviewed annually, is structured to attract,
retain and motivate executive directors. For the year ended 31 March 1999, the total
remuneration for executive directors consisted of base salary, bonus, participation in
the Dairy Crest Group Pension Fund, selected benefits in kind and share incentive
and option arrangements.

• Base salary
Salary levels for executive directors are reviewed annually based on an independent
assessment of market practice and are set to reflect the pay levels of executives 
with similar responsibilities in companies of comparable size and complexity.

• Bonus
Executive directors, other than the Chairman, participate in a performance related
annual scheme which is linked to the achievement of short-term financial targets
which are agreed in advance by the Remuneration Committee.

• Long Term Incentive Share Plan 
A Long Term Incentive Share Plan (“LTISP”) was introduced on 28 June 1996 which
is designed to encourage continuing improvement in the Group’s performance over the
longer term. An LTISP award is payable in shares, rather than cash, to emphasise
the alignment of interest between the participants and the Company’s shareholders.
The LTISP has a three year performance cycle and pre-determined performance
conditions which must be met before awards under the LTISP can be exercised. 
Awards under the LTISP are granted annually and, for the awards which were made
during each of the last three financial years, the Company’s earnings per share must
increase over a three year period by the retail prices index plus 6%. In addition,
the total shareholder return (“TSR”) of Dairy Crest Group plc (share value growth
assuming reinvestment of dividends) will be measured against that of 16 comparable
companies in the foods sector. If the TSR of Dairy Crest Group plc at the end of 
the performance cycle is in the top quartile of the comparable companies then the
participant will receive the full number of the shares awarded to him including
reinvestment of dividends; at the median 50% of the shares and if below the median,
no shares. A proportionate number of shares will be received for intermediate
positions between the top quartile and the median.

The value of shares awarded under the LTISP in any financial year is subject to limits
as determined by the Remuneration Committee from time to time. The current
annual limit for awards is 80% of base salary. The maximum awards during the year
amounted to 53% of base salary.
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Report of the Board on Directors’ Remuneration continued

Awards may only be exercised if the participant remains employed by the Group for at
least four years from the commencement of the accounting period in which the 
grant was made (31 March 2000 for the first award). Early exercise is permitted in
the event of death or cessation of employment through injury, disability, redundancy 
or retirement at contractual retirement age but only to the extent that the TSR
performance condition is satisfied at the end of the quarter date prior to cessation of
employment and only in respect of a time-apportioned number of shares. Special
provisions apply if there is a change of control of the Company.

• Executive Share Option Scheme 
The Dairy Crest Executive Share Option Scheme (“ESOS”) was established on 
30 July 1996. Part A is approved by the Inland Revenue and Part B is an 
unapproved scheme. Options are granted to participants at prices determined 
by the Remuneration Committee which may not be less than the market price of 
the shares as derived from the London Stock Exchange Daily Official List at the 
time of grant.

The options may not normally be exercised unless the Company’s earnings per share
has increased over a three year period by the retail prices index plus 6%.

Directors of the Company who are granted awards under the LTISP will not be
granted additional share options under the ESOS except in the case of promotion.

• Sharesave Scheme 
The Dairy Crest Sharesave Scheme was first established on 30 July 1996. It is open 
to all eligible employees and full time directors. Employees enter into an approved
savings contract to make monthly contributions of up to an overall maximum of
£250 per month over a three or five year term. At the end of the term employees have
the right to buy ordinary shares in the Company at a price fixed at the time of the
option grant. The price at which the options may be offered may not be less than
80% of the market price.

• Dairy Crest Group Pension Fund 
All executive directors, excluding the Chairman, are members of the Dairy Crest Group
Pension Fund which provides for a pension based upon an executive’s final basic salary.
No bonuses are pensionable. Because all of the current executive directors have joined the
Company since the introduction of the Inland Revenue’s earnings cap, additional benefits
are provided through funded unapproved retirement benefits schemes (“FURBS”).
The aim of the Company’s policy on executive directors’ pensions is to provide benefits
at the normal retirement age of 60 equal to two thirds of pensionable earnings subject
to completion of 20 years’ service. The executive director is responsible for paying
income tax on the contributions paid by the Company to the FURBS.

• Benefits in kind 
These include the taxable value of company car and fuel costs, life assurance cover,
company contributions to medical insurance plans and relocation costs and allowances.
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• Service contracts
The executive directors have service contracts on two years’ notice from the Company. The Remuneration Committee believes
that it is appropriate for the executive directors of the Company to be employed on contracts with two year notice periods as 
this is consistent with the notice period for directors of the majority of comparable companies. 

Details of the unexpired term of the service contracts of the directors offering themselves for re-election at the forthcoming Annual
General Meeting are set out in the Directors’ report on page 26.

Remuneration of non-executive directors
The non-executive directors receive a basic fee for their services plus an additional sum for the Chairmanship of a Board Committee.
Their remuneration is determined by the Board in consultation with appropriate external advisers.

Directors’ emoluments for the year ended 31 March 1999
Basic Total emoluments Pension payments 

salary/ (excluding pension to defined Total
fees Benefits Bonuses contributions) contribution schemes emoluments

1999 1999 1999 1999 1998 1999 1998 1999 1998
£000 £000 £000 £000 £000 £000 £000 £000 £000

Chairman
M Dowdall 143 4 – 147 140 – – 147 140

Executive directors
W J Houliston 272 17 48 337 307 110 100 447 407
W R Brown 180 9 32 221 198 60 53 281 251
J W D Hall 184 11 32 227 221 56 54 283 275
I C Laurie 184 9 32 225 220 68 65 293 285

820 46 144 1,010 946 294 272 1,304 1,218

Non-executive directors
R Fletcher 20 – – 20 17 – – 20 17
G E Grimstone* 2 – – 2 – – – 2 –
T H Jones 22 – – 22 20 – – 22 20
P S Lewis 25 – – 25 23 – – 25 23
S M D Oliver 25 – – 25 7 – – 25 7

94 – – 94 67 – – 94 67

1,057 50 144 1,251 1,153 294 272 1,545 1,425

*Appointed 1 March 1999.
No amounts in respect of awards under the LTISP are included in directors’ remuneration in 1997/98 or 1998/99.

The performance conditions set out on page 21 in respect of the first LTISP award, consisting of a right to acquire shares for 
a nominal price after 1 April 2000, have been satisfied in full. Each director will be able to exercise his award for the shares set
out below after 1 April 2000 provided he remains employed by the Group until 31 March 2000. Under the requirements of the
Companies Act 1985, the value of the LTISP should be included in directors’ emoluments when receivable. It will therefore be
included in directors’ emoluments for the year ended 31 March 2000 based on the mid-market price of the shares of Dairy Crest
Group plc at the close of business on 31 March 2000. For illustrative purposes, the value of this LTISP award for each director
based on a share price of 269.5 pence, being the mid-market price at the close of business on 31 March 1999, is as follows:

Number of Illustrative
shares value (£)

W J Houliston 83,846 225,965
W R Brown 52,114 140,447
J W D Hall 61,421 165,530
I C Laurie 61,421 165,530
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Report of the Board on Directors’ Remuneration continued

Directors’ pension entitlements
The pension entitlements of the directors from the Dairy Crest Group Pension Fund, a defined benefits scheme, which have
been excluded from the table above, were as follows:

Increase in Accumulated Change
accrued total accrued in transfer

Length of pension during pension at value during 
service the year 31 March 1999 the year

Age Years £000 £000 £000

W J Houliston 56 9.25 – 15 –
W R Brown 54 7.10 1 16 10
J W D Hall 49 7.50 3 22 36
I C Laurie 52 3.75 2 5 16

The increase in accrued pension during the year and related change in transfer value exclude the effect of inflation.

Directors’ shareholdings
The interests of the directors in the ordinary share capital of the Company are as follows:

As at As at
31 March 1999 1 April 1998

Beneficial Beneficial

M Dowdall* 5,297 5,105
W J Houliston* 3,393 3,270
W R Brown* 7,000 2,000
J W D Hall* 6,097 4,869
I C Laurie* 13,393 3,270
R Fletcher 16,879 12,879
G E Grimstone – –†

T H Jones 13,305 13,305
P S Lewis – –
S M D Oliver – –

†At date of appointment.

*These directors are potential beneficiaries of the ESOP and QUEST and in addition to the shares noted above under beneficial
interests they are also deemed to have a beneficial interest in all the shares held by the ESOP and QUEST (see Note 12 
on page 38).

There have been no changes in directors’ shareholdings between 31 March 1999 and 25 May 1999. The above interests exclude
any rights to acquire shares under the LTISP arrangements which are set out under Directors’ options on the next page.
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Directors’ options
As at Granted As at Exercise Date when

1 April during 31 March price options Expiry
1998 the year 1999 (pence) exercisable date

M Dowdall 342,227 – 342,227 155 28.08.1999 28.08.2003
W J Houliston 579,335 – 579,335 155 28.08.1999 28.08.2003

15,873 – 15,873 189 28.08.1999 28.08.2006
3,141 1,984 5,125* 151 01.10.2001 01.04.2002

W R Brown 352,774 – 352,774 155 28.08.1999 28.08.2003
15,873 – 15,873 189 28.08.1999 28.08.2006
3,141 1,984 5,125* 151 01.10.1999 01.04.2000

J W D Hall 419,226 – 419,226 155 28.08.1999 28.08.2003
15,873 – 15,873 189 28.08.1999 28.08.2006
3,141 1,984 5,125* 151 01.10.2001 01.04.2002

I C Laurie 419,226 – 419,226 155 28.08.1999 28.08.2003
15,873 – 15,873 189 28.08.1999 28.08.2006
3,141 1,984 5,125* 151 01.10.2001 01.04.2002

*Savings related options accrued on savings at 31 March 1999.

No director exercised options during 1997/98 or 1998/99 and no options lapsed.

The mid-market price as at the close of business on 31 March 1999 was 269.5 pence
per share. During the year between 1 April 1998 and 31 March 1999 the mid-market
closing price ranged from 262.5 pence per share to 373.5 pence per share.

The following awards have been made to the directors under the LTISP consisting 
of a right to acquire shares for a nominal price after 1 April 2000, 1 April 2001 and 
1 April 2002 subject to the performance conditions being fully satisfied and the
director remaining employed by the Group at the date of exercise.

As at Granted As at Date when
1 April during 31 March options

1998 the year* 1999 exercisable

W J Houliston 80,568 3,278 83,846 01.04.2000
56,093 2,293 58,386 01.04.2001

– 41,362 41,362 01.04.2002
W R Brown 50,077 2,037 52,114 01.04.2000

36,162 1,471 37,633 01.04.2001
– 27,564 27,564 01.04.2002

J W D Hall 59,020 2,401 61,421 01.04.2000
39,153 1,593 40,746 01.04.2001

– 27,564 27,564 01.04.2002
I C Laurie 59,020 2,401 61,421 01.04.2000

39,153 1,593 40,746 01.04.2001
– 27,564 27,564 01.04.2002

*Includes shares allocated representing reinvestment of dividends.
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Directors’ report
Year ended 31 March 1999

The directors of Dairy Crest Group plc present their third annual report and the
audited financial statements for the year ended 31 March 1999. 

Principal activity
The principal activity of the Group is the manufacture and trading of milk and 
dairy products.

Review of operations
The Group’s operations and future developments are dealt with in the 
Chief Executive’s review, Operational review and Financial review (pages 3 to 18).

Results and dividends
The consolidated profit and loss account is on page 28. The profit for the year, after
taxation, amounted to £33.9 million (1998 – £28.2 million). The directors recommend
a final dividend of 8.15 pence per share which, together with the interim dividend 
of 3.85 pence per share paid on 22 January 1999, makes a total dividend for the year
of 12.0 pence per share. If approved, the dividend will be paid on 5 August 1999 to
shareholders on the register on 11 June 1999.

Fixed assets
The directors are of the opinion that the current market value in existing use 
of the Group’s property interests is around £20 million above the value shown 
in the financial statements.

Directors
A list of the directors at the end of the year is set out on page 19. Mr G E Grimstone,
who was appointed as a non-executive director on 1 March 1999, retires under the
provisions of Article 76 of the Company’s Articles of Association and, being eligible,
offers himself for re-election.

The Articles of Association currently provide that one third of the directors must
retire by rotation at each Annual General Meeting. Executive directors are excluded
from this requirement. A resolution will be proposed at the Annual General Meeting
to amend the Articles so that each director will be required to retire at least once
every three years. This will bring the Company into line with the Combined Code
on Corporate Governance which was published in June 1998.

The following directors have not been reappointed by shareholders in the last three
years and will therefore retire at this year’s Annual General Meeting and, being
eligible, offer themselves for re-election:

Mr M Dowdall (Chairman)
Mr W R Brown
Mr R Fletcher (non-executive)
Mr J W D Hall

There are no service contracts for non-executive directors. Service agreements for
executive directors, excluding the Chairman, are for an indefinite period expiring
automatically at age 60 and provide that two years’ notice must be given by the
Company to expire at any time. This is considered to be appropriate, being consistent
with the notice period for directors of the majority of comparable companies.

Mr Dowdall’s employment agreement was due to expire on his 70th birthday 
(9 February 2000) unless otherwise agreed by the parties. It has been agreed to
extend his employment agreement to the conclusion of next year’s Annual General
Meeting, when Mr Dowdall will retire by reason of his age in accordance with Article
84 of the Articles of Association.
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Details of directors’ remuneration and interests in shares are given in the report 
of the Board on directors’ remuneration on pages 21 to 25. Membership of the audit,
nomination and remuneration committees is shown on page 19.

Share capital
The authorised and issued share capital of the Company, together with details of the
shares issued during the year, are shown in note 19 on page 41. So far as the Company
is aware, at 14 May 1999, GAM International Management Limited held 7,001,736
ordinary shares (6.17% of the total) on behalf of itself and others and HSBC Asset
Management Limited held 3,598,585 ordinary shares (3.17% of the total) on behalf 
of itself and others. The Company is not aware of any other shareholders with interests of
3% or more.

Employee involvement
The importance of good communications is recognised by the Company. There are
also well-established consultation and negotiating arrangements with recognised
trade unions.

Employment of disabled persons
The Company considers applicants for posts compatible with their disability. 
Staff who become disabled are retained wherever practicable.

Charitable and political donations
Charitable donations amounted to £0.1 million in the year. Small contributions,
mainly of product, were also made to local charities. No contributions were made to
any political party.

Supplier payment policy
Payment dates are established according to the agreed date of delivery of goods or provision
of services and the receipt of a correct invoice. The Group agrees the length of
payment terms with each of its suppliers as part of the overall purchasing agreement.
It is the Group’s policy to abide by these agreed terms of payment. The number of
days’ purchases in the Group’s creditors at 31 March 1999 was 24 (Company nil).

Auditors
Ernst & Young have expressed their willingness to continue as auditors of the
Company and a resolution proposing their reappointment will be put to the shareholders
at the Annual General Meeting.

Annual General Meeting
The Annual General Meeting will be held at the Chartered Accountants’ Hall,
Moorgate Place, London EC2P 2BJ on Thursday 15 July 1999 at 11.00 am. 
Details of the resolutions to be proposed, including some items of special business,
are given in the Notice of Annual General Meeting and Explanatory Notes which
appear on pages 50 to 53.

The directors believe that the resolutions are in the best interests of the Company
and its shareholders as a whole and unanimously recommend that shareholders
should vote in favour of all resolutions.

By order of the Board
R J Newton
Secretary
25 May 1999 
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