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BUSINESS SECTOR

QFERATING PROMT
(954m*
AMALTSLS BY SECTOR

GrandMet is now @

highty focused,
branded food and
drinks company

*Frep caRBHIIR HperaLIns before
pxceptumal senis

PR Y ]

§ AND BRANDS

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

Deart e Wision

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

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

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

has 7,120 outlets with systemwide
sales of $6.” piltioss.
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DRINKS SECTOR
Internacional Distillers & Vintners
{1DVY is the group's worldwide
wines and spirits business,

1DV sells in every available

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

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

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

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

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

GrandMet’s aim. is
to be a major

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

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

4 GRAND METRGPOLTAN ANN AL REPSOT TGG)

Dear Shareholder,

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

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

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

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

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

BUSINESS DEVELOPMENT

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

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

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

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

STRATEGIC FOCQUS

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



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

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

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

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

MANAGEMENTY CHANGES

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

I recommended the separation of

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

CHAIRMAN'S STATEMENT

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

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

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

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

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

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

CORPORATE GOVERNANCE

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

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

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

S AT TYETRIANT TAYN BRA Ay REPTIRYT TAGI 5



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

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

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

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

GRAND METROPOLITAN ANHUAL REPORT 1933

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

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

INTERNATIONAL TRADING

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

the continued suceess of

GrandMlet.

EMPLOYEES AND

BUSINESS ASSOCIATES

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

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

PROSPECTS

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

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

Thank you for your support
throughout the year.

Yours sincerely,

MNM“ >
i /

Sir Allen Sheppard ‘
15th December 1993



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

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

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

Reflecting this clear focus, I see
my mission as:

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

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

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

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

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

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

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

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

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

Yours sincerely,

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

can flourish
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