
Building brands -
adding value

Dairy Crest Group plc
Annual Report 2000

D
airy Crest G

roup plc  Annual Report 2000

D
es

ig
n 

co
ns

ul
ta

nt
s T

or
 P

et
te

rs
en

 &
 P

ar
tn

er
s.

Pr
in

te
d 

in
 E

ng
la

nd
 b

y 
Li

th
o

-T
ec

h

4295 dairycrest front/coverart2  13/11/00  5:38 pm  Page 1



About Dairy Crest

Contents
1 Financial highlights

2 Chairman’s statement

3 Chief Executive’s review

4 Operational review

16 Financial review

19 Directors and Advisers

20 Corporate Governance 

21 Report of the Board on 

Directors’ Remuneration

26 Directors’ report

28 Consolidated profit and loss account

29 Balance sheets

30 Consolidated cash flow statement

31 Accounting policies

33 Notes to the financial statements

46 Statement of Directors’ responsibilities

47 Auditors’ report

48 Group financial history

49 Shareholders’ information

50 Notice of Fourth Annual 

General Meeting

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, 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
• 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 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 attractive shareholder
value by establishing it as the leading branded and added value 
UK dairy company with efficient manufacturing scale for 
dairy commodities.

9456/tp/dairy/review/2000  13/11/00  5:15 pm  Page ifc



Financial highlights

• Adjusted earnings per share unchanged at 28.8 pence

• Consumer Foods operating profit up 4% to £32.6 million

• Adjusted profit before tax down £1 million to £44.0 million

• Strong cash flow from operating activities of £52.3 million 

• Final dividend of 8.85 pence making a total of 13.0 pence up 8%

Dairy Crest Annual Report 2000 1
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Chairman’s statement

“I firmly believe that following
the acquisition of Unigate’s
dairy and cheese business
Dairy Crest is well placed to
optimise its position as the
UK’s leading dairy company.”

Your Board is pursuing a strategy designed to establish Dairy Crest as the leading
branded and added value company in the UK dairy market. The merits of our strategy
are evident from the ongoing growth of our leading brands, Clover, Cathedral City
and Frijj and the Yoplait range. This has helped to offset the increasingly challenging
market conditions in the commodity areas of our business and thereby assist Dairy
Crest to produce a creditable financial performance.

We were pleased to announce on 18 February 2000 the agreement to merge 
with Unigate’s dairy and cheese business. This transaction will establish Dairy Crest 
as the UK’s leading dairy company. We believe that it will provide a strong platform
from which to continue to develop further our brands and value added businesses. 
It will deliver the necessary scale to enable the Company to reduce its operating cost
base, particularly in commodity areas. To succeed in commodity sectors you need 
size and you need efficiency.

Shareholders will be aware that following the intervention of Robert Wiseman
Dairies PLC, we offered a cash alternative to the original share offer. As take up of 
the cash alternative increases, earnings per share will increase as will the proportion 
of the merger benefits accruing to Dairy Crest shareholders. We are delighted that the
transaction has recently been approved by both Dairy Crest and Unigate shareholders.
Effective completion is expected to take place in the first half of July following 
the approval by the Court of Unigate’s restructuring proposals.

This is my last statement as chairman of Dairy Crest as I retire after the AGM 
on 20 July 2000. The last six years have been an exciting period for your Company,
having seen the de-regulation of the dairy industry, Dairy Crest Group’s flotation,
intense competition and somewhat tardy rationalisation of milk processing. I am
delighted that the last major event of my period as chairman is this acquisition,
which doubles our size and increases our strength and efficiency in major market
sectors. I firmly believe that Dairy Crest is now well placed to optimise its position 
as the UK’s leading dairy company, generating increased shareholder value.

Simon Oliver takes over as chairman and his significant experience in the dairy
industry will be highly beneficial to the Group as it develops. The Board will be
further strengthened by the appointment of Chris Roberts and Peter Allanson-Bailey,
who join us from Unigate following the completion of the transaction. I wish Simon
and his team every success.

In leaving, I would like to pay tribute to all members of Dairy Crest’s workforce in
our plants, offices and operations across the country. The strength of your Company
is a result of their endeavours and commitment in quite difficult trading times.

M Dowdall, Chairman
6 June 2000
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Chief Executive’s review

I am pleased to report a further year of considerable progress by our leading brands.
Clover, Willow, Cathedral City, Frijj and the Yoplait brand, Petits Filous, have all
achieved annual volume growth above 10% in the year to March 2000. However,
trading conditions for the commodity products have been increasingly challenging
and the results reflect lower returns from these aspects of the business. 

We are pleased that our new national distribution and cheese maturation centre
at Nuneaton opened on time and is now operational. We are confident that this
investment will deliver significant benefits to service our expanded business with
major retailers.

Group turnover, including the share of sales through the Yoplait Dairy Crest
joint venture, increased by 3% to £793.7 million. This reflected both growth in the
sales of the added value products and increased volumes in the ingredients business.
Group operating profit was £1 million below last year at £46.8 million (after adjusting
for acquisition reorganisation costs in 1998/99) with the 4% profit increase in
Consumer Foods largely offsetting a reduction in Food Services. The Group’s profit
before taxation was £44.0 million, compared with £45.0 million last year (after
adjusting for acquisition reorganisation costs and exceptional items in 1998/99).
Adjusted earnings per share were unchanged at 28.8 pence.

The Directors recommend a final dividend of 8.85 pence per share, which brings
the full year dividend to 13.0 pence per share. This represents an increase of 8% over
the dividend declared last year.

Unigate dairy and cheese acquisition: prospects for future growth
Following the acquisition of Unigate’s liquid milk and cheese business, Dairy Crest
will become the largest dairy company in the UK purchasing around 3 billion litres of
milk and will be the only company with leading positions in each sector of the dairy
market. The Company is already a market leader in dairy spreads through Clover, fresh
dairy products through the Yoplait Dairy Crest joint venture, ingredients and cheese.
As a result of the acquisition, Dairy Crest’s position will be further strengthened in
cheese and ingredients and it will become a strong number two in liquid milk.

Dairy Crest believes that this acquisition will provide significant efficiencies 
and synergy benefits which will address the trading pressures in the commodity
sectors of the business. This will enable Dairy Crest to continue to implement
successfully its added value and brand building strategy and thus create enhanced
shareholder value. The synergy benefits are expected to be not less than £25 million
in the year ending March 2003.

Prospects
We expect the trading environment to remain challenging. We are confident that our
brands and added value businesses will continue to demonstrate attractive growth,
although trading pressures in commodity sectors will continue to offset these benefits.
However, we believe the benefits of the Unigate dairy and cheese acquisition will
progressively be delivered from the second half of 2000/01 onwards. This transaction
underpins our added value strategy and provides the opportunity to generate
earnings growth leading to increased shareholder returns.

WJ Houliston, Chief Executive
6 June 2000

“We are confident that 
our brands and added value
businesses will continue 
to demonstrate attractive
growth.The acquisition of
Unigate’s dairy and cheese
business underpins our added
value strategy and provides
the opportunity to increase
shareholder returns.” 

Dairy Crest Annual Report 2000 3
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Operational review

Life begins at

thirty
Country Life English butter celebrates 
its 30th birthday by continuing to be the
largest branded English butter. Country
Life Spreadable, launched in June 2000,
will be a valuable additional brand.

Encouraging a 

culinary culture  
Clover was voted winner in the BBC
Good Food Magazine’s blind taste test in
May 1999, testimony to the quality of the
brand. To promote the use of Clover in
cooking, a national cookery competition
was held. Clover is ideal for all types of
cooking and spreads straight from the
fridge, cutting down on time and making
it a versatile cooking ingredient.

Consumer Foods
The Consumer Foods segment, which includes our share of the Yoplait Dairy Crest
joint venture and contains the majority of Dairy Crest’s branded and added value
businesses, made good progress during the year. Turnover increased by 3% to 
£494 million. Operating profit increased by 4% to £32.6 million with operating
margin unchanged at 6.6%.

Dairy Spreads
The dairy spreads sector has a number of attractive characteristics. It continues to
grow, by 6% in volume and 4% in value this year, and is increasing its share of the
yellow fats market. The sector continues to be heavily brand oriented and delivers
attractive returns.

Dairy Crest’s spreads business has performed strongly in the year benefiting from
the ongoing advertising and promotional programme. Our brands have improved on
last year’s market position in spite of a highly competitive environment. Clover has
increased its share of the dairy spreads sector with annual volume growth in excess 
of 10% and continues to be the leading brand in this sector.

During the year we repositioned our Willow brand with considerable success.
Supported by an enhanced marketing programme the brand delivered an impressive
30% volume increase. 

Country Life is the leading brand of UK produced butter and it has significant
brand loyalty. The English Butter Marketing Company (“EBMC”), in which 
Dairy Crest is a 50% shareholder, has recently launched Country Life Spreadable. 
We believe that this new product will be attractive to consumers and it will expand
the Country Life brand for the benefit of EBMC shareholders including Dairy Crest.
The Unigate dairy and cheese acquisition will materially strengthen Dairy Crest’s
position in the packet butter sector.

4 Dairy Crest Annual Report 2000

Our brands prove their strengths
in competitive markets
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Campaign spreadsClover
leadership
The Clover advertising campaign positions 
Clover as the family’s favourite dairy spread 
and an integral part of the British lifestyle.
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A bigger bite
of the market

Pre-packed Cathedral City volume

more than doubled

9456/tp/dairy/review/2000  13/11/00  5:15 pm  Page 6



Operational review continued

Cheese
During the year Dairy Crest further strengthened its position as the leading supplier
of branded and added value cheese. Cathedral City performed particularly well with
brand volumes increasing by 20% driven by the expansion of the prepack product
where volumes more than doubled. Cathedral City is one of the fastest growing
prepack cheddar brands in the UK benefiting from extended distribution and
increased consumer demand.

This encouraging performance helped to offset challenging conditions experienced
in the commodity retail sector where the strength of sterling and retailer competitive
strategies have reduced manufacturers’ selling prices.

Following the acquisition of Millway in March 1999, Dairy Crest is now 
the leading Stilton producer with a share of around 45%. There is considerable
consumer interest in Stilton and we believe the market affords attractive opportunities.
Dairy Crest is investing to ensure that its position is optimised. 

Over recent years, Dairy Crest has developed its reputation for producing cheese
of a consistently high quality. We were delighted with the Group’s performance at the
Nantwich International Cheese Show in July 1999 where it collected four trophies and
thirty awards including Best Stilton and Best UK Cheddar.

We believe that the cheese market offers attractive long term growth potential
through the further development of branded and added value products. The acquisition
of Unigate’s cheese business will increase volumes by around 50% with the addition
of a further 40,000 tonnes of cheddar produced in the UK and Ireland. We anticipate
that the acquisition will provide considerable opportunity for the enlarged business
to develop its position as the leading supplier to the UK cheese market.

Premium quality

appeals
Davidstow mature cheddar is a smooth,
mellow creamy cheese, which is available
from major retailers. Retail customers
welcome the reassurance of a premium
product with a long established Cornish
Heritage.

Leading the way
Dairy Crest is the largest supplier of
Stilton in the UK following the purchase
of Millway in March 1999. There is
considerable consumer interest in Stilton
and in addition we continue to develop
Millway’s cheese with additives business.
70% of the Stilton is pre-packed for major
food retailers. Stilton is also exported to
North America, Europe, Asia and the 
Far East.

Dairy Crest Annual Report 2000 7
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Operational review continued

Yoplait

brand growth
Yoplait Dairy Crest continues to
strengthen its position in the children’s
chilled yogurts and desserts market.

Fresh Dairy Products
Yoplait Dairy Crest is one of the largest suppliers of fresh dairy products with an
annual turnover of over £150 million. It is market leader in the children’s chilled
yogurts and desserts sector where its brands Petits Filous and Frubes performed
strongly with volume growth over 25% and 15% respectively.

The Wildlife range, another key brand in the children’s sector, has recently been
repositioned to increase sales and drive brand growth. YDC has also launched another
market innovation, Wildlife YO-TO-GO, which provides yogurt in a handy pouch. 
It has achieved extensive distribution and we are encouraged by its performance.

Yop yogurt drink performed well and has increased volumes by over 25% 
in the last year assisted by the introduction of the 400g bottle targeted particularly 
at the impulse sector.

The Weight Watchers from Heinz range of yogurts and desserts has also performed
strongly and the introduction of the new confectionery line in January 2000 has
expanded the product range.

In contrast to the strong performance in the branded sector, the retailer branded
business experienced tough trading conditions with significant pricing pressures. YDC
is addressing these pressures by providing an attractive range of innovative products
to its leading retail customers to enable them to meet increasing consumer demand.

Following an extensive review of its operational facilities, YDC announced on 
23 May 2000 plans to concentrate production at three of its plants, Basildon, Enfield
and Yeovil. As a result the manufacturing site at Wantage in Oxfordshire will close.

8 Dairy Crest Annual Report 2000

Melting children’s
hearts with

frozen Frubes campaign
YDC continues to target the lucrative 
lunchbox market with innovative
products. During the year an extensive
advertising campaign was run for Petits
Filous Frubes – fromage frais in a tube.
The Wildlife range of products benefited
from a new pack design and the range
was extended with the launch of Wildlife 
YO-TO-GO, yogurt in a handy pouch.
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Frijj 
Frijj continued to dominate the fresh flavoured milk drinks sector and extended its
share during the year in spite of the recent launch of new products into the sector. 
A variety of seasonal flavours were introduced during the year, which increased
volumes and attracted new consumers. In addition we launched Frijj Extreme, 
in milk chocolate and white chocolate, which has performed well. 

Dairy Crest Annual Report 2000 9

Frijj sails 
aheadof the

competition
Frijj, the UK’s best selling fresh 
milkshake, experienced double digit 
growth in 1999. In October 1999 
Frijj Extreme was launched with new 
milk and white chocolate flavours.
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Dairy Crest’s national distribution 
centre has been completed and is 
now operational.

National distribution and cheese maturation centre
Our new national distribution and cheese maturation centre at Nuneaton has
recently been completed to schedule. The facility will enable Dairy Crest to meet 

the increasing requirements of our retail customers for efficient consumer
response in a cost effective manner.

It is capable of handling over 1,250 tonnes of inbound
finished product of cheese, spreads and fresh dairy products 
per day. Up to 35,000 tonnes of maturing cheese will be 
stored in the climate controlled maturation facility. It will
enable Dairy Crest to increase quality standards with greater

consistency of the matured cheese. Customers’ orders of up to
150,000 cases received up to 6pm will be picked and assembled for dispatch

from 4am on the following day to our customers. It is anticipated that exceptional
start up costs of some £2 million will be incurred in the first half of 2000/01.

Retailer branded products
Dairy Crest supplies the UK’s leading retailers with an extensive range of high quality
dairy products. We continue to invest in category management and trade marketing
using consumer research and analytical techniques to produce targeted plans for
retailers and identify new product opportunities. We are working closely with the
retailers to develop retailer brands which are an important aspect of our business.

Liquid milk
Trading conditions in the retail liquid milk sector have become increasingly
demanding as the major retailers have consolidated their supplier base. Dairy Crest’s
liquid milk volumes supplied to major retailers increased broadly in line with the

New centre for maturing cheese and improving

distribution bringsbenefitsof scale

2

22

2
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market. However, the business’s profitability has been adversely affected by
competitive trading conditions and increased costs particularly in distribution.

As a leading supplier of liquid milk, we support wholeheartedly the industry’s
generic advertising campaign commencing in June 2000 which is aimed at
increasing the consumption of fresh milk. The acquisition of Unigate’s retail liquid
milk business will materially strengthen Dairy Crest’s presence and we will become
the strong number two supplier in this market. It will provide the scale to achieve
the operating efficiencies necessary to compete successfully in this large and growing
market and it confirms Dairy Crest’s long term commitment to remain a leading
supplier of retail liquid milk.

Farm quality assurance
The quality of raw milk is vital for Dairy Crest. We take care to ensure that our
suppliers meet high standards of hygiene and product security. Through the 
National Dairy Farm Assured Scheme we can supply farm assured milk to an agreed
standard of care for dairy cows and with total traceability from farm to consumer. 
We have introduced a tracking and auditing system which enables Dairy Crest 
to confirm that milk is supplied from farms that encompass the five freedoms 
defined by the Farm Animal Welfare Council.

We welcome the establishment of three regional successors to Milk Marque –
Axis, Milk Link and Zenith. We believe that there has been a significant improvement
in relationships between these suppliers and milk processors, which will have a
positive impact on the future of the industry. We are concerned about the financial
difficulties being experienced by dairy farmers which we believe have mainly been
caused by the strength of sterling. We believe that it is essential to the health of the
dairy industry that milk producers are fairly rewarded.

‘Five freedoms’ 
farm quality
assurance 

The quality of raw milk is vital to 
Dairy Crest.Through the National Dairy
Farm Assured Scheme we can supply
farm assured milk to an agreed
standard of care for dairy cows and total
traceability from farm to consumer.

Developing

retail partnerships
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Technical innovations have opened up
opportunities with new customers.
Frozen pearls are tiny droplets of quality
cream for use by food manufacturers.

Whey syrup is used in the
manufacture of chocolates, biscuits 
and cakes.

Operational review continued

Food Services
The Food Services sector comprises the household milk delivery business and
ingredients operations. Turnover increased by 2% to £300 million but operating
profit reduced by 13% to £14.2 million. The net operating margin reduced from
5.6% to 4.7%.

Ingredients
The ingredients business expanded its manufactured volumes and managed to develop
new customers in spite of the UK becoming more attractive to importers. This was
achieved against a backdrop of further sterling strength, particularly in the last three
months of the year, which produced falling returns from most commodity products
as selling prices fell more quickly than the underlying price paid for raw milk.

Our ingredients trading business, Philpot Dairy Products, achieved sales of 
some £78 million during the year as it expanded its export business in Mexico 
and South America.

The ingredients business is expected to benefit from a strengthening of the 
euro and through increased scale resulting from the Unigate dairy and cheese
acquisition. We believe that the ingredients market affords the enlarged business
further opportunities to add value. 

Developing innovative ingredients
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Household
We are pleased with the performance of the household business, where further raw
milk cost reductions have offset the impact of the continued doorstep decline and
increased delivery costs.

The household business strategy is to manage the cost base in line with consumer
demand and to make acquisitions where appropriate to maintain efficient operating
scale. The Unigate dairy and cheese acquisition will significantly increase the size of
Dairy Crest’s existing household business and we believe it will provide strong cash
generation for the Group’s benefit. 

We were pleased when, as a measure of our commitment to raising staff skills,
Dairy Crest’s household business was successfully reassessed for the industry award
‘Investors in People’.

Putting the best foot forward
for doorstep delivery

mmmmore
growth

in schools’ milk market
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Operational review continued

.communication
enhanced

for sales,service
andinformation

www.dairycrest.co.uk www.dcingredients.co.uk

www.frijj.com www.hartingtoncheese.com

www.milkdeliveries.co.uk www.milktimes.org

Dairy Crest on-line –
The Dairy Crest website network
comprises a series of interlinked
websites providing the Company with a
sizeable on-line presence.
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At Dairy Crest we care for the environment and are serious about our social
responsibilities. An environmental management system is in place which sets out 
our policy, organisation and arrangements for achieving compliance with all relevant
legislation and for minimising disturbance to the local environment. Annual audits
are carried out against these standards for all sites.

Further environmental training has been given to representatives from our
manufacturing sites to communicate recent changes in legislation and industry best
practice in energy efficiency and water pollution prevention. Our sites have regular
communication with the Environment Agency to review our performance, and 
there have been no prosecutions for breach of environmental legislation in the year.

We support a number of national and local charitable organisations. Clover 
has completed its second year of fund-raising for Children with Leukaemia to
provide part of the £2 million needed for The Lifeline Centre. This purpose built
unit is required in order that research by the University of Bristol into stem cells, 
as an alternative to bone marrow transplants, can continue. Money making events
included a Clover Bumper Fun Book in return for donations, an on-pack promotion,
celebrity auction and a 260 mile charity bike ride. Clover also sponsored the 
12th Amazing Great Children’s Party in Battersea Park, London where 6,000
handicapped and disadvantaged children were given a day to remember.

During the year Dairy Crest issued a Willow Bakeathon challenge to all would
be chefs to bake as many cakes as possible using Willow. We are on target to raise
£50,000 from this activity for the National Children’s Hospital charity, ‘Action for
Children’. Staff from our household business have raised a further £100,000 as part
of their continued support for NCH Action for Children.

Clover fundraising
for children with leukaemia 
Clover held a charity auction at the
Nantwich Agricultural show to raise money
for Children with Leukaemia.

YDC supports
youth tennis

Yoplait Dairy Crest, in partnership with the
Lawn Tennis Association, offers children the
opportunity to discover 
the excitement of tennis.

The NCH
challenge
The household business was presented
with the NCH Action for Children 
award for the Best Employee Fund
raising programme for 1999.The Willow
bakeathon is on target to raise £50,000
for NCH Action for Children.

Playing our part in the
community
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Financial review

Operating results
The Group’s turnover, including its share of joint ventures’ turnover, increased by 
3% from the prior year to £794 million. This principally reflects increased sales of
added value products and increased volumes in the ingredients business. Operating
profits were unchanged at £46.8 million but were 2% below the prior year after
adjusting the prior year’s profits for the acquisition reorganisation costs. These results
include a contribution of £5.7 million (1999 – £5.7 million) from our joint ventures.

Interest
The net interest charge of £2.8 million (1999 – £2.8 million) is stated after capitalising
£1.6 million of interest in respect of expenditure on the Nuneaton Distribution
Centre which opened 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 over 10 times.

Taxation
The Group’s effective tax rate for the year was 28.2% (1999 – 29.5% excluding 
the impact of acquisition reorganisation costs and exceptional items). 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 £10.3 million which is fully
provided for.

Earnings per share
Adjusted earnings per share, which exclude the impact of exceptional items and
acquisition reorganisation costs in 1998/99, were unchanged at 28.8 pence. Basic
earnings per share reduced by 7% from 30.9 pence to 28.8 pence as the prior 
year’s figure was inflated by the net impact of exceptional items and acquisition
reorganisation costs. 

The weighted average number of shares used in the calculation of these earnings
per share figures was 109.8 million (1999 – 109.9 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.

Adjusted diluted earnings per share (excluding the impact of the exceptional items
and the acquisition reorganisation costs) were unchanged at 27.9 pence per share.

Dividends
The proposed final dividend of 8.85 pence together with the interim dividend of
4.15 pence provides a total for the year of 13.0 pence. This represents an increase 
of 8% over the dividend of 12.0 pence declared in 1998/99. The final dividend will
be paid on 9 August 2000 to shareholders on the register on 23 June 2000. 
Dividend cover remains strong at 2.2 times.

Shareholders’ funds
Shareholders’ funds at the end of the year have increased by £17.4 million to 
£181.4 million representing retained profits after dividends. Goodwill of £6.9 million 
(1999 – £6.8 million) is capitalised in the balance sheet. Goodwill of £0.4 million
arose on acquisitions of small bottled milk buyers and goodwill amortisation of 
£0.3 million was charged during the year.
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Cash flow
Operating cash flow was £52.3 million (1999 – £54.7 million) as working capital
increased by £4.5 million (1999 – reduction £2.4 million).

Capital expenditure was £47.4 million (1999 – £35.7 million) of which 
£22.7 million was incurred on the Nuneaton Distribution Centre. Dividends of
£13.6 million were paid during the year.

The Group invested £1.3 million in the Dairy Crest Employees’ Share
Ownership Plan Trust to hedge awards under share schemes including the Long
Term Incentive Share Plan. It also received £1.2 million following the exercise of
options by employees in the 3 year Sharesave scheme.

Pensions
As last year, there is no charge for pensions in respect of the Dairy Crest Group
Pension Fund. Our actuaries have confirmed that there is expected to be no charge
for the Group Pension Fund in 2000/01. This will be reviewed at the next formal
actuarial valuation for 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 in
1996, 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 
£47.9 million compared with borrowings of £34.4 million at the beginning of the
year. Gearing was 26% (1999 – 21%). At the year end all the bank borrowings were
in sterling at floating rates based upon LIBOR and headroom within committed
facilities was around £50 million.

New borrowing facilities of £425 million have been arranged with Rabobank
International, London Branch and National Westminster Bank Plc to fund the
acquisition of Unigate’s dairy and cheese business. These facilities consist of a 
£225 million 5 year revolving credit facility and a £200 million 5 year term loan. 
We will be able to drawdown under these facilities when the acquisition is 
completed which is expected to be in the first half of July 2000 and the existing 
£100 million revolving credit facility will be cancelled at this time.

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 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
The Group has not encountered any significant operational or financial difficulties
resulting from the Year 2000 date change. We do not expect any significant
disruption or cost to arise from this matter in 2000/01 but we will keep the 
situation under review.
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Financial review continued

Implementation of the euro
We continue to monitor the impact of the euro 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
6 June 2000
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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

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.

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 (70) – was appointed
Chairman in 1994. He is also a Non-Executive Director
of BPB 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. Having reached the age of 70, he will retire at
the conclusion of this year’s Annual General Meeting.

2 John Houliston, Chief Executive (57) – 
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.

3 Drummond Hall, Executive Managing
Director (50) – 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 (53) – 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 (55)
– 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 (50)
– was appointed in 1999. He is a Non-Executive
Director of Candover Investments plc and Aggregate
Industries PLC. He has held a number of senior
positions in Schroders, the investment bank, where 
he worked for fourteen years.

*† 7 Richard Fletcher,Non-Executive Director (64)
– was appointed in 1993, a position he previously 
held between 1987-1989. He farms 825 acres in the
West Midlands.

*‡ 8 Tom Jones, Non-Executive Director (51) – 
was appointed in 1993. He farms 250 acres, mainly
grassland, in Anglesey and has a dairy herd of 
70 cows.

† 9 Simon Oliver, Non-Executive Director (59) – 
was appointed in 1997and became Deputy Chairman 
in 1999. 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 (63) – 
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 (51) – 
joined Dairy Crest in February 1992. He is a Solicitor
and Chartered Secretary.
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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 (see below).
The directors have established the procedures necessary for them to monitor and report on the effectiveness of the system of
internal control, including operational and compliance controls and risk management as required by D.2.1 of the Code. 
The first such report will be included in next year’s Report and Accounts. For the year ended 31 March 2000, in accordance
with the transitional requirements, the Board has continued to review and report on the effectiveness of internal financial
controls as described below.

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
The Audit Committee comprises three non-executive directors. 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.
It is 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. 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. The total remuneration for executive directors
consists 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 four 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 50% of base salary.

Dairy Crest Annual Report 2000 21

9456/tp/dairy/review/2000  13/11/00  5:31 pm  Page 21



Report of the Board on Directors’ Remuneration continued

At present, 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. The Board is proposing an amendment to the LTISP,
details of which are set out on page 52, to allow future awards to vest after three
years. 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 four existing executive directors have service contracts on two years’ notice from the Company. The Remuneration Committee
has noted the guidance in the Combined Code but considers that this notice period is appropriate for existing contracts at the
present stage in the Company’s development. It would normally expect that future appointments of executive directors will be
made on contracts with a one year notice period. 

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’ remuneration for the year ended 31 March 
Basic Emoluments (excluding Pension payments to defined

salary/fees Benefits pension contributions) contribution schemes

2000 2000 2000 1999 2000 1999
£000 £000 £000 £000 £000 £000

Chairman
M Dowdall 150 4 154 147 – –

Executive directors
W J Houliston 289 18 307 337 116 110
W R Brown 193 11 204 221 64 60
J W D Hall 193 11 204 227 59 56
I C Laurie 193 11 204 225 71 68

868 51 919 1,010 310 294

Non-executive directors
R Fletcher 22 – 22 20 – –
G E Grimstone* 22 – 22 2 – –
T H Jones 25 – 25 22 – –
P S Lewis 28 – 28 25 – –
S M D Oliver 28 – 28 25 – –

125 – 125 94 – –

1,143 55 1,198 1,251 310 294

*Appointed 1 March 1999

No bonus is payable in respect of the year ended 31 March 2000 (1999 – £144,000).

The performance conditions for the LTISP award granted in 1996 were satisfied in full at the end of 1999/2000 and the executive
directors were employed by the Group on 31 March 2000. Thus each director is now entitled to exercise this LTISP award. The
value of this award based on the mid-market price of the shares of Dairy Crest Group plc of 147 pence at the close of business
on 31 March 2000 is as follows:

As at Granted As at Value
1 April during 31 March 31 March

1999 the year* 2000 2000
Number Number Number £

W J Houliston 83,846 4,759 88,605 130,249
W R Brown 52,114 2,958 55,072 80,956
J W D Hall 61,421 3,486 64,907 95,413
I C Laurie 61,421 3,486 64,907 95,413

*Shares allocated representing reinvestment of dividends

The performance conditions set out on page 21 in respect of the LTISP award granted in 1997 have resulted in an award of 67.25%
of the maximum. Each director will be able to exercise his award for the shares set out overleaf after 1 April 2001 provided he
remains employed by the Group until 31 March 2001. Details of this and subsequent awards, which will be exercisable at the stated
dates subject to the performance conditions being fully satisfied and the directors remaining employed by the Group at the date of
exercise, are as follows:
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Report of the Board on Directors’ Remuneration continued

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

1999 the year* the year 2000 exercisable

W J Houliston 58,386 3,313 (20,247) 41,452 01.04.2001
41,362 2,348 – 43,710 01.04.2002

– 51,273 – 51,273 01.04.2003
W R Brown 37,633 2,136 (13,045) 26,724 01.04.2001

27,564 1,564 – 29,128 01.04.2002
– 34,170 – 34,170 01.04.2003

J W D Hall 40,746 2,313 (14,125) 28,934 01.04.2001
27,564 1,564 – 29,128 01.04.2002

– 34,170 – 34,170 01.04.2003
I C Laurie 40,746 2,313 (14,125) 28,934 01.04.2001

27,564 1,564 – 29,128 01.04.2002
– 34,170 – 34,170 01.04.2003

*Includes shares allocated representing reinvestment of dividends.

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 2000 the year

Age Years £000 £000 £000

W J Houliston 57 10.25 – 15 4
W R Brown 55 8.10 1 17 15
J W D Hall 50 8.50 4 26 47
I C Laurie 53 4.75 2 7 21

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 2000 1 April 1999

Beneficial Beneficial

M Dowdall* 5,573 5,297
W J Houliston* 3,568 3,393
W R Brown* 13,448 7,000
J W D Hall* 6,416 6,097
I C Laurie* 13,568 13,393
R Fletcher 16,879 16,879
G E Grimstone 10,000 –
T H Jones 13,305 13,305
P S Lewis – –
S M D Oliver – –

*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 2000 and 6 June 2000. The above interests exclude
any rights to acquire shares under the LTISP arrangements which are set out above.
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Directors’ options
As at Granted Exercised As at Exercise Date when

1 April during during 31 March price options Expiry
1999 the year the year 2000 (pence) exercisable date

M Dowdall 342,227 – – 342,227 155 28.08.1999 27.08.2003
W J Houliston 579,355 – – 579,355 155 28.08.1999 27.08.2003

15,873 – – 15,873 189 28.08.1999 27.08.2006
5,125 1,984 – 7,109* 151 01.10.2001 31.03.2002

W R Brown 352,774 – – 352,774 155 28.08.1999 27.08.2003
15,873 – – 15,873 189 28.08.1999 27.08.2006
5,125 1,323 (6,448) – 151

– 122 – 122* 185 01.03.2003 31.08.2003
J W D Hall 419,226 – – 419,226 155 28.08.1999 27.08.2003

15,873 – – 15,873 189 28.08.1999 27.08.2006
5,125 1,984 – 7,109* 151 01.10.2001 31.03.2002

I C Laurie 419,226 – – 419,226 155 28.08.1999 27.08.2003
15,873 – – 15,873 189 28.08.1999 27.08.2006
5,125 1,984 – 7,109* 151 01.10.2001 31.03.2002

*Savings related options accrued on savings at 31 March 2000.

Mr W R Brown exercised 6,448 Sharesave options at 151.2 pence per share 
on 1 October 1999. The market price of the shares on 1 October 1999 was 
297.5 pence per share which resulted in an unrealised gain of £9,433 at that date.

The mid-market price as at the close of business on 31 March 2000 was 147 pence 
per share. During the year between 1 April 1999 and 31 March 2000 the mid-market
closing price ranged from 131.5 pence per share to 320.5 pence per share.
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Directors’ report
Year ended 31 March 2000

The directors of Dairy Crest Group plc present their fourth annual report and the
audited financial statements for the year ended 31 March 2000. 

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 £31.6 million (1999 – £33.9 million). The directors recommend
a final dividend of 8.85 pence per share which, together with the interim dividend 
of 4.15 pence per share paid on 24 January 2000, makes a total dividend for the year
of 13.0 pence per share. If approved, the dividend will be paid on 9 August 2000 to
shareholders on the register on 23 June 2000.

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 W J Houliston, Mr I C Laurie and Mr P S Lewis, who is chairman of the audit
committee, retire by rotation and, being eligible, offer themselves for re-election.

There are no service contracts for non-executive directors. Service agreements for 
the two executive directors who are offering themselves for re-election provide that
two years’ notice must be given by the Company and expire on attaining the age 
of 60 unless otherwise agreed in writing.

Mr Dowdall’s employment agreement expires at the conclusion of the Annual
General Meeting, when he will retire by reason of his age in accordance with
Article 84 of the Articles of Association. He will be succeeded as Chairman by
Mr S M D Oliver.

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 2 June 2000, Credit Suisse Asset Management held 7,150,000 ordinary
shares (6.29% of the total) on behalf of itself and others. The Company is not aware of
any other shareholders with interests of 3% or more.
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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 (1999 – £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 2000 was 25 (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 20 July 2000 at 11.00 am. 
Details of the resolutions to be proposed, including two 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
6 June 2000 
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Consolidated profit and loss account
Year ended 31 March 2000

Year ended Year ended
31 March 31 March

2000 1999
Note £m £m

Turnover
Group and share of joint ventures 2 793.7 773.8
Less:
Share of joint ventures 2 (77.0) (76.4)

Group turnover 1 716.7 697.4

Operating costs before acquisition reorganisation costs 3 (675.6) (655.3)
Acquisition reorganisation costs 3 – (1.0)
Operating costs 3 (675.6) (656.3)

Group operating profit 4 41.1 41.1
Share of profits in
joint ventures 5.7 5.7

Total operating profit
Group and share of joint ventures 2 46.8 46.8

Exceptional items
Loss on termination of operation – (2.5)
Release of provision re business disposal – 4.6

Profit on ordinary activities before interest 46.8 48.9
Net interest payable

Group 5 (2.0) (2.0)
Share of joint ventures (0.8) (0.8)

Profit on ordinary activities before taxation 44.0 46.1

Tax on profit on ordinary
activities 6 (12.4) (12.2)

Profit for the year 31.6 33.9

Dividends 7 (14.3) (13.2)

Transfer to reserves 20 17.3 20.7

Basic earnings per share (p) 8 28.8 30.9

Adjusted earnings per share (p) 8 28.8 28.8

Diluted earnings per share (p) 8 27.9 29.8

Turnover and operating profit for the year relate to continuing operations.

There are no recognised gains or losses other than the profit for the year.
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Balance sheets
as at 31 March 2000

Group Company

2000 1999 2000 1999
Fixed assets Note £m £m £m £m

Intangible assets 10 6.9 6.8 – –
Tangible assets 11 159.3 129.2 – –
Investments 12 5.6 6.1 102.1 102.6
Investments in joint ventures 13

Share of gross assets 24.2 25.2 – –
Share of gross liabilities (25.7) (25.2) – –
Reclassification to provisions 18 1.5 – – –

– – – –
171.8 142.1 102.1 102.6

Current assets
Stocks 14 122.8 124.3 – –
Debtors 15 69.9 66.9 – –
Cash at bank and in hand 3.8 1.2 0.1 0.1

196.5 192.4 0.1 0.1

Creditors: amounts falling
due within one year
Borrowings 16 (0.4) (10.2) – –
Other creditors 16 (114.3) (115.5) (14.5) (50.8)

(114.7) (125.7) (14.5) (50.8)

Net current assets/(liabilities) 81.8 66.7 (14.4) (50.7)

Total assets less current liabilities 253.6 208.8 87.7 51.9

Creditors: amounts falling
due after one year
Borrowings 17 (51.3) (25.4) – –
Other creditors 17 (9.1) (10.5) – –

Provisions for liabilities and charges 18 (11.8) (8.9) – –

Net assets 181.4 164.0 87.7 51.9

Capital and reserves
Called up equity share capital 19 28.4 28.4 28.4 28.4
Equity reserves

Share premium account 20 7.3 7.2 7.3 7.2
Merger reserve 20 55.9 55.9 – –
Profit and loss account 20 89.8 72.5 52.0 16.3

Equity shareholders’ funds 21 181.4 164.0 87.7 51.9

M Dowdall, Chairman

W J Houliston, Chief Executive

The financial statements were approved by the directors on 6 June 2000.
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Consolidated cash flow statement
Year ended 31 March 2000

Year ended Year ended
31 March 31 March

2000 1999
Note £m £m

Net cash inflow from operating activities 22(a) 52.3 54.7

Dividends from joint ventures 4.7 1.1

Returns on investments and servicing of finance
Interest paid (3.5) (1.6)
Interest element of finance lease rental payments (0.1) (0.2)

Net cash outflow from returns on
investments and servicing of finance (3.6) (1.8)

Taxation paid (9.9) (8.6)

Capital expenditure
Payments to acquire fixed assets (47.4) (35.7)
Purchase of shares by Dairy Crest ESOP (1.3) (0.5)
Proceeds from disposals of shares 1.2 –
Proceeds from disposals 4.5 3.4

Net cash outflow for capital expenditure (43.0) (32.8)

Acquisitions and disposals
Purchase of businesses 23 – (6.7)

Net cash outflow from acquisitions and disposals – (6.7)

Equity dividends paid (13.6) (12.4)

Net cash outflow before financing (13.1) (6.5)

Financing
Increase in long-term borrowings 16.8 7.6
Issue of ordinary share capital 0.1 –
Finance lease repayments (1.2) (1.3)

Net cash inflow from financing 15.7 6.3

Increase/(decrease) in cash in the year 2.6 (0.2)

Reconciliation of net cash flow to movement in net debt
Net debt at beginning of the year (34.4) (21.3)
Increase/(decrease) in cash in the year 2.6 (0.2)
Increase in long-term borrowings (16.8) (7.6)
Short-term borrowings assumed – (6.6)
Finance leases incepted (0.5) –
Cash outflow from decrease in lease financing 1.2 1.3

Net debt at end of the year 22(b) (47.9) (34.4)
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Accounting policies

1 Basis of preparation
The financial statements have been prepared under the historical cost convention
and in accordance with applicable accounting standards including the adoption of
Financial Reporting Standards 15 and 16.

2 Consolidation
The Group financial statements consolidate the accounts of Dairy Crest Group plc
and its subsidiary undertakings drawn up to 31 March each year and include 
the appropriate share of the results and net assets of its joint ventures. Subsidiary
undertakings and joint ventures acquired during the year are consolidated from 
the date of acquisition.

3 Goodwill
Goodwill arising on acquisitions since 1 April 1998, comprising the difference between
the cost of shares or businesses acquired and the fair value of the identifiable net assets
at the date of acquisition, is capitalised as an intangible fixed asset and amortised to
the profit and loss account over the estimated useful life of the asset, not exceeding
20 years. Goodwill arising on acquisitions before 1 April 1998 has been charged against
the merger reserve and has not been reinstated following the implementation of
FRS10. Goodwill is reviewed for impairment at the end of the first full year following
acquisition and in other periods if events or changes in circumstances indicate that
the carrying value may not be recoverable. If a subsidiary or business is disposed of,
any goodwill arising on acquisition that was written off directly to reserves or that
has not been amortised through the profit and loss account is taken into account in
determining the profit or loss on sale.

4 Turnover
Turnover represents the amount invoiced, net of VAT, for goods and services
supplied to customers.

5 Tangible assets
Tangible assets are stated at cost less accumulated depreciation. The carrying values
of tangible assets are reviewed for impairment whenever events or circumstances
indicate that the carrying value may not be recoverable. Interest is capitalised on
capital projects during the period of construction based on the Group’s average 
cost of borrowings.

6 Depreciation
Depreciation is calculated to write off the cost of tangible fixed assets, excluding
freehold land, over their estimated useful lives in equal annual instalments over the
following periods:

Freehold buildings – 25 years
Leasehold land and buildings – 25 years or, if shorter, the period of the lease
Plant and equipment – 4 to 20 years
Vehicles – 4 to 14 years

7 Government and other grants
Regional development and other grants received for the purchase of fixed assets are
included in creditors and subsequently released to profit over the useful life of the asset.
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Accounting policies continued

8 Leased assets
Assets acquired under finance leases are included in the balance sheet at cost less
depreciation. The net present value of future lease rentals is included as a liability 
on the balance sheet. The interest element of lease rentals is charged to the profit 
and loss account in the year.

Rentals payable under operating leases are charged to the profit and loss account 
on the straight line basis.

9 Investments
Joint ventures are those in which the Group holds a long-term interest and shares
control under a contractual arrangement. Joint ventures are accounted for using the
gross equity method. The Group’s share of joint ventures’ profits is included in the
consolidated profit and loss account and its share of their attributable net assets is
included in the Group balance sheet.

10 Stocks
Stocks are stated at the lower of cost (including attributable production overheads)
and net realisable value. Consumable stores are valued at cost, net of provisions 
where appropriate.

11 Deferred taxation
Deferred taxation relating to capital allowances and other timing differences is provided
in the accounts insofar as a liability is expected to arise in the foreseeable future. Deferred
taxation is provided in full in respect of pension prepayments or liabilities.

12 Pensions
Pension costs are recognised on a systematic basis in order to spread the costs of
providing retirement benefits evenly over the service lives of the employees concerned.
Any excess or deficiency of the actuarial value of assets over the actuarial value of
liabilities is allocated over the average remaining service lives of current employees. 

13 Foreign currencies
Forward foreign exchange contracts are accounted for as hedges when they relate 
to a foreign currency asset or liability that is probable and which involves the same
currency as the hedged item. Assets and liabilities denominated in foreign currencies
are translated into sterling at the rates of exchange prevailing at the balance sheet
date, or the forward rate where hedged. Exchange rate differences are charged to 
the profit and loss account.

14 Research and development
Expenditure on research and development is written off as incurred.

15 Employees’ Share Ownership Plan (ESOP)
The shares in the Company held by the Dairy Crest Employees’ Share Ownership Plan
Trust are recorded in the balance sheet and are classified within fixed assets. The expected
net cost of benefits is charged against profits over the performance period during
which the benefits are earned by the employees.
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Notes to the financial statements

1 Turnover
All turnover originates in the United Kingdom.
Analysis of turnover by destination:

Year ended Year ended
31 March 31 March

2000 1999
£m £m

United Kingdom 635.2 626.2
Other EU countries 25.2 30.2
Rest of the world 56.3 41.0

Group 716.7 697.4

2 Segmental information
Analysis of turnover, operating profit and net operating assets of continuing operations
by business segment:

Year ended Year ended
31 March 31 March

2000 1999
£m £m

Turnover
Consumer Foods 493.5 479.1
Food Services 300.2 294.7

Group and share of joint ventures 793.7 773.8
Less: Share of joint ventures (77.0) (76.4)

Group 716.7 697.4

Year ended Year ended
31 March 31 March

2000 1999
£m £m

Operating profit
Consumer Foods 32.6 31.4
Food Services 14.2 16.4
Acquisition reorganisation costs – (1.0)

Group and share of joint ventures 46.8 46.8

After allocating acquisition reorganisation costs, segmental profitability in 1999 was
Consumer Foods, £30.9 million and Food Services, £15.9 million.

At At
31 March 31 March

2000 1999
£m £m

Net operating assets
Consumer Foods 213.1 175.8
Food Services 47.8 52.7

Group and share of joint ventures 260.9 228.5

Net operating assets comprise net assets excluding cash, borrowings, tax and dividend
creditors.
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Notes to the financial statements continued

3 Operating costs
Year ended Year ended
31 March 31 March

2000 1999
£m £m

Cost of sales 575.2 556.8
Distribution costs 75.5 74.0
Administrative expenses 24.9 25.5

675.6 656.3

Acquisition reorganisation costs of £1.0 million were charged within operating costs 
in the year ended 31 March 1999, representing the costs of integrating Longs Dairies
and Millway Dairy Crest Limited into the Group. £0.7 million was charged against
cost of sales and £0.3 million was charged against administrative expenses.

4 Operating profit Year ended Year ended
31 March 31 March

2000 1999
£m £m

Operating profit is stated after charging/(crediting):
Depreciation – assets held under finance leases 1.5 1.4

– owned assets 15.8 14.0
Amortisation of goodwill 0.3 0.1
Release of grants (1.5) (1.6)
Operating lease rentals – plant and equipment 1.2 1.3

– other operating leases 5.2 4.2
Research and development expenditure 1.3 1.3
Auditors’ remuneration – audit fees 0.2 0.2

Fees payable to Ernst & Young for non-audit services in respect of tax advice and on
acquisitions amounted to £0.3 million (1999 – £0.2 million).

5 Net interest payable (Group) Year ended Year ended
31 March 31 March

2000 1999
£m £m

Bank loans and overdrafts 1.9 1.9
Finance charges on lease obligations 0.1 0.1

2.0 2.0

Interest payable on bank loans and overdrafts for the year ended 31 March 2000 is
stated after capitalising £1.6 million (1999 – £0.3 million) of interest on expenditure
on the construction of the Nuneaton Distribution Centre.
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6 Taxation Year ended Year ended
31 March 31 March

2000 1999
£m £m

The taxation charge comprises:
Corporation tax at 30% (1999 – 31%) 7.9 8.6
Adjustments in respect of prior years (0.5) (0.6)
Deferred tax 3.3 2.7
Share of joint ventures 1.7 1.5

12.4 12.2

The taxation credit in respect of the net exceptional item in 1999 amounted to 
£0.8 million. The taxation credit in respect of the acquisition reorganisation costs 
in 1999 amounted to £0.3 million.

7 Dividends Year ended Year ended
31 March 31 March

2000 1999
£m £m

Interim dividend paid of 4.15p (1999 – 3.85p) per share 4.6 4.2
Proposed final dividend of 8.85p (1999 – 8.15p) per share 9.7 9.0

14.3 13.2

The proposed final dividend will be paid on 9 August 2000 to shareholders on the
register on 23 June 2000.

8 Earnings per share
Earnings per share for the year ended 31 March 2000 have been calculated on the basis
of the profit for the year of £31.6 million (1999 – £33.9 million) and the weighted
average number of shares in issue, totalling 109,758,644 (1999 – 109,885,485). 
The shares held by the Dairy Crest Employees’ Share Ownership Plan Trust (“ESOP”)
and the Dairy Crest Qualifying Employee Share Ownership Trust (“QUEST”) are
included in the Group balance sheet and have therefore been excluded from the
weighted average number of shares in issue used in the calculation of earnings per
share in accordance with FRS14.

To show earnings per share on a consistent basis, adjusted earnings per share have 
been calculated as follows:

Year ended Year ended
31 March 31 March

2000 1999
£m £m

Profit for the year 31.6 33.9
Adjustment for acquisition reorganisation costs (net of taxation) – 0.7
Adjustment for exceptional items (net of taxation) – (2.9)

Adjusted earnings 31.6 31.7

Adjusted earnings per share 28.8p 28.8p

Diluted earnings per share have been calculated on the basis of earnings for the year of
£31.6 million (1999 – £33.9 million) and average number of shares of 113,213,900
(1999 – 113,620,700) representing the weighted average number of shares totalling
109,758,644 (1999 – 109,885,485) and the dilutive effect of options amounting to
3,455,256 (1999 – 3,735,215). 
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Notes to the financial statements continued

9 Remuneration of directors and employees

Year ended Year ended
31 March 31 March

2000 1999
Directors £000 £000

Salaries and benefits 1,073 1,013
Bonuses – 144
Fees to non-executive directors 125 94

Emoluments 1,198 1,251

Payments to defined contribution pension schemes 310 294

Long-term incentive scheme awards 402 –

Gain on exercise of sharesave options 9 –

Highest paid director

Salary, benefits and bonus 307 337

Payments to defined contribution scheme 116 110

Long-term incentive scheme award 130 –

Further information relating to directors’ emoluments for the year ended 31 March
2000 is provided in the Report of the Board on directors’ remuneration on page 23.

Year ended Year ended
31 March 31 March

2000 1999
Employees Number Number

Average number of employees:
Production 2,206 2,092
Sales, distribution and administration 1,681 1,603

Total employees 3,887 3,695

Year ended Year ended
31 March 31 March

2000 1999
£m £m

Remuneration of employees, including directors:
Wages and salaries 74.7 68.0
Social security costs 5.9 5.7
Other pension costs 0.1 0.3

80.7 74.0
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10 Intangible assets
Group Goodwill

£m

Cost
At 1 April 1999 6.9
Additions 0.4

At 31 March 2000 7.3

Amortisation
At 1 April 1999 0.1
Amortisation charge 0.3

At 31 March 2000 0.4

Net book value at 31 March 2000 6.9

Net book value at 31 March 1999 6.8

Goodwill is being amortised over its estimated economic life of 20 years.

11 Tangible assets
Group Assets

in course
Land and Plant and of con-
buildings equipment struction Total

Cost £m £m £m £m

At 1 April 1999 82.9 197.2 20.4 300.5
Additions 11.9 23.2 13.0 48.1
Interest capitalised (Note 5) 1.1 0.5 – 1.6
Disposals (1.8) (3.5) – (5.3)
Transfers and reclassifications 10.8 10.6 (21.4) –

At 31 March 2000 104.9 228.0 12.0 344.9

Depreciation
At 1 April 1999 40.8 130.5 – 171.3
Charge 2.7 14.6 – 17.3
Disposals (0.3) (2.7) – (3.0)

At 31 March 2000 43.2 142.4 – 185.6

Net book value at 31 March 2000 61.7 85.6 12.0 159.3

Net book value at 31 March 1999 42.1 66.7 20.4 129.2

The aggregate amount of interest capitalised in the cost of tangible fixed assets is 
£1.9 million (1999 – £0.3 million).

2000 1999
£m £m

Net book value of land and buildings comprises:
Freehold 58.1 38.7
Leasehold – over 50 years 3.2 3.0

– under 50 years 0.4 0.4

61.7 42.1

Capitalised leases included in plant and equipment comprise:
Cost 45.7 45.2
Depreciation (42.4) (40.9)

Net book value 3.3 4.3
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Notes to the financial statements continued

12 Investments
Group Shares Shares

held by held by
QUEST ESOP Total

Cost £m £m £m

At 1 April 1999 6.5 3.2 9.7
Additions – 0.7 0.7
Disposals (2.0) – (2.0)

At 31 March 2000 4.5 3.9 8.4

Provision
At 1 April 1999 2.7 0.9 3.6
Disposals (0.8) – (0.8)

At 31 March 2000 1.9 0.9 2.8

Net book value at 31 March 2000 2.6 3.0 5.6

Net book value at 31 March 1999 3.8 2.3 6.1

Company Shares Shares Shares in
held by held by subsidiary
QUEST ESOP undertaking Total

Cost £m £m £m £m

At 1 April 1999 6.5 3.2 96.5 106.2
Additions – 0.7 – 0.7
Disposals (2.0) – – (2.0)

At 31 March 2000 4.5 3.9 96.5 104.9

Provision
At 1 April 1999 2.7 0.9 – 3.6
Disposals (0.8) – – (0.8)

At 31 March 2000 1.9 0.9 – 2.8

Net book value at 31 March 2000 2.6 3.0 96.5 102.1

Net book value at 31 March 1999 3.8 2.3 96.5 102.6

At 31 March 2000 the Dairy Crest Qualifying Employee Share Ownership Trust
(“QUEST”) held 1,726,291 shares (1999 – 2,499,864 shares) in the Company 
at a cost of £4.5 million (1999 – £6.5 million). The QUEST was established in
November 1997 to meet certain future obligations of the Group including shares
awarded under the Dairy Crest Sharesave Scheme. During the year 773,573 shares 
were issued following exercises under the Sharesave Scheme. The market value 
of the shares held by the QUEST which are listed on the London Stock Exchange 
was £2.5 million at 31 March 2000 (1999 – £6.7 million).

At 31 March 2000 the Dairy Crest Employees’ Share Ownership Plan Trust (“ESOP”)
held 1,727,737 shares (1999 – 1,476,521 shares) in the Company at a cost of 
£3.9 million (1999 – £3.2 million). The ESOP was established in August 1996 
to purchase shares in the Company in order to hedge certain future obligations 
of the Group including shares awarded under the Dairy Crest Long Term Incentive
Share Plan (“LTISP”) and the Dairy Crest Executive Share Option Scheme (“ESOS”).
During the year the Trustee of the ESOP purchased 251,216 shares in the Company.
The market value of the shares held by the ESOP which are listed on the London
Stock Exchange was £2.5 million at 31 March 2000 (1999 – £4.0 million).

9456/tp/dairy/acc/2000  9/11/00  5:24 pm  Page 38



12 Investments (continued)
At 31 March 2000 the principal subsidiary undertakings and joint ventures were:

Percentage of
ordinary share

Business capital held

Subsidiary undertakings:
Dairy Crest Limited Manufacture of dairy products 100%
Philpot Dairy Products Limited* Trading in dairy products 100%
Millway Dairy Crest Limited* Manufacture, marketing and 

distribution of Stilton 100%
Dairy Crest Share Trustees Limited* Trustee company 100%
Joint ventures:
Yoplait Dairy Crest Limited* Manufacture, marketing and 

distribution of fresh dairy products 49%
The English Butter Promotion of the “Country Life”

Marketing Company Limited* brand of butter 50%

The principal place of operation of all subsidiary undertakings and joint ventures 
is England.

*Investments are held by Dairy Crest Limited.

13 Investments in joint ventures Group
£m

At 1 April 1999 –
Share of retained profits (1.5)
Reclassified to provisions at 31 March 2000 1.5

At 31 March 2000 –

Group

2000 1999
£m £m

Share of fixed assets 12.2 12.3
Share of current assets 12.0 12.9

Share of gross assets 24.2 25.2
Share of liabilities due within one year (25.7) (25.2)
Reclassification to provisions 1.5 –

Share of net assets – –

14 Stocks Group

2000 1999
£m £m

Raw materials and consumable stores 10.4 10.0
Finished goods 112.4 114.3

122.8 124.3

Finished goods include maturing cheese stocks with a value of £85.5 million 
(1999 – £86.7 million).
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Notes to the financial statements continued

15 Debtors Group Company

2000 1999 2000 1999
£m £m £m £m

Trade debtors 63.4 61.7 – –
Amounts owed by joint ventures 1.0 0.5 – –
Other debtors 3.8 3.2 – –
Prepayments and accrued income 1.7 1.5 – –

69.9 66.9 – –

16 Creditors: amounts falling due
within one year Group Company

2000 1999 2000 1999
£m £m £m £m

Borrowings
Bank loans and overdrafts – 9.2 – –
Obligations under finance leases 0.4 1.0 – –

0.4 10.2 – –

Other creditors
Trade creditors 54.0 50.2 – –
Dividends payable 9.7 9.0 9.7 9.0
Amounts payable to subsidiary undertaking – – 4.8 41.8
Corporation tax 11.6 14.1 – –
Other taxation and social security 2.2 1.8 – –
Grants 1.4 1.5 – –
Other creditors 8.7 11.5 – –
Accruals 26.7 27.4 – –

114.3 115.5 14.5 50.8

17 Creditors: amounts falling due after one year Group

2000 1999
£m £m

Borrowings
Bank loans – between one and two years 51.0 25.0
Obligations under finance leases – between one and two years 0.3 0.4

51.3 25.4

Other creditors
Grants 9.1 10.5
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18 Provisions for liabilities and charges Reorgan-
Investments isation Deferred

in joint ventures provisions taxation Total
Group £m £m £m £m

At 1 April 1999 – 1.9 7.0 8.9
Profit and loss account charge – – 3.3 3.3
Utilisation – (1.9) – (1.9)
Reclassification from investments 

(Note 13) 1.5 – – 1.5

At 31 March 2000 1.5 – 10.3 11.8

2000 1999
Group £m £m

The potential deferred tax liability which is fully 
provided for comprises:
Capital allowances 12.6 10.0
Other timing differences (2.3) (3.0)

10.3 7.0

19 Share capital
The Company has an authorised share capital of 146,400,000 ordinary shares of 
25 pence each, of which 113,600,628 are issued and fully paid (1999 – 113,532,583).

During the year ended 31 March 2000 68,045 shares of 25 pence each were issued
for an aggregate consideration of £128,605 as a result of the exercise of options
under the Executive Share Option Scheme.

Employee share schemes:

Options have been granted under the Dairy Crest Executive Share Option Scheme (“ESOS”)
to subscribe for the Company’s shares which can be exercised from 1999 to 2008.

The Company has also established the Dairy Crest Sharesave Scheme for eligible
employees under which options can be granted at a discount of up to 20% of the
market value of the shares at the date of grant.

The Company has also established a long-term incentive scheme, the Dairy Crest
Long Term Incentive Share Plan (“LTISP”). Awards are made to directors and senior
managers consisting of the right to acquire shares for a nominal price after four years
subject to the achievement of financial targets based on total shareholder return over
a three year period versus comparator companies and growth in earnings per share. 

The Company has also established the ESOP and the QUEST. The shares held by
the ESOP set out in Note 12 are available to satisfy awards under LTISP and ESOS
and the shares held by the QUEST set out in Note 12 are available to satisfy awards
under the Sharesave Scheme.

In aggregate the Company has granted options over the unissued share capital 
at prices between 151.2 pence and 341.5 pence exercisable at varying dates up 
to 14 December 2008 as follows:

ESOS Sharesave Scheme
Number Number

Options outstanding at beginning of the year 3,909,328 2,493,561
Options granted during the year – 560,138
Options exercised during the year (68,045) (773,573)
Options lapsed during the year (128,039) (91,187)

Options outstanding at end of the year 3,713,244 2,188,939
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Notes to the financial statements continued

20 Equity reserves Profit
Share Merger and loss

premium reserve account
£m £m £m

Group
At 1 April 1999 7.2 55.9 72.5
Issue of shares 0.1 – –
Retained profit for the year – – 17.3

At 31 March 2000 7.3 55.9 89.8

The cumulative amount of goodwill charged against the merger reserve is £86.8 million
(1999 – £86.8 million).

Profit 
Share and loss

premium account
£m £m

Company
At 1 April 1999 7.2 16.3
Issue of shares 0.1 –
Profit for the year after dividends – 35.7

At 31 March 2000 7.3 52.0

As permitted by section 230 of the Companies Act 1985, no separate profit and loss
account is presented for the Company. The profit for the year dealt with in the accounts
of the Company is £50.0 million (1999 – £4.8 million) (including dividends received
from subsidiary undertakings of £52.5 million (1999 – £6.7 million)).

21 Reconciliation of movements in Group shareholders’ funds
Year ended Year ended
31 March 31 March

2000 1999
£m £m

Profit for the year 31.6 33.9
Dividends (14.3) (13.2)

Retained profit for the year 17.3 20.7
Shares issued for cash 0.1 –

Movement in the year 17.4 20.7
At beginning of the year 164.0 143.3

At end of the year 181.4 164.0

42 Dairy Crest Annual Report 2000

9456/tp/dairy/acc/2000  9/11/00  5:24 pm  Page 42



22 Cash flow statement Year ended Year ended
31 March 31 March

2000 1999
£m £m

(a) Reconciliation of operating profit to net cash inflow
from operating activities
Operating profit for Group and share of joint ventures 46.8 46.8
Non-cash items:

Depreciation 17.3 15.4
Goodwill amortisation 0.3 0.1
Release of grants (1.5) (1.6)
Decrease in pension provision (0.4) (0.4)
Share of profits of joint ventures (5.7) (5.7)
Increase in provision against shares held by ESOP – 0.1

Decrease/(increase) in stocks 1.5 (1.3)
Increase in debtors (2.5) (4.5)
(Decrease)/increase in creditors and provisions (3.5) 8.2
Expenditure against exceptional items – (2.4)

Net cash inflow from operating activities 52.3 54.7

Cash flows against exceptional items in 1999 relate to the termination of an operation.

At Finance At
1 April leases 31 March

1999 Cash flow incepted 2000
£m £m £m £m

(b) Analysis of net debt
Cash at bank and in hand 1.2 2.6 – 3.8
Bank borrowings (34.2) (16.8) – (51.0)
Finance leases (1.4) 1.2 (0.5) (0.7)

Total (34.4) (13.0) (0.5) (47.9)

23 Purchase of businesses
During the year, £0.5 million of purchase consideration was repaid by the vendor 
in respect of the acquisition of Millway Dairy Crest Limited on 25 March 1999 
in respect of a shortfall of £0.5 million in net assets acquired. During the year, the
Group acquired the goodwill of five milk businesses for an aggregate consideration
of £0.5 million.

24 Contingent liabilities
Trading guarantees
The Group has provided guarantees and counter-indemnities which totalled £20.3 million at
31 March 2000 (1999 – £14.2 million). The Company has provided guarantees to its
bankers amounting to £51.0 million at 31 March 2000 (1999 – £25.0 million) and to
the bankers of the joint venture of £12.7 million (1999 – £12.8 million).
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Notes to the financial statements continued

25 Capital commitments Group

2000 1999
£m £m

The following future capital expenditure
had been contracted at 31 March 10.5 18.3

26 Operating lease rentals Land and Land and
buildings Other buildings Other

2000 2000 1999 1999
£m £m £m £m

Rentals payable by the Group 
during following year which relate 
to commitments expiring:
Within one year 0.1 1.5 – 0.9
Between one and five years 0.4 2.4 0.6 2.8
After five years 0.2 2.5 0.2 0.4

0.7 6.4 0.8 4.1

27 Pensions
At 31 March 2000 permanent staff of Dairy Crest Group plc and its subsidiary
undertakings were eligible for membership of the Dairy Crest Group Pension Fund
(“the Dairy Crest Fund”).

The Dairy Crest Fund, which is of the defined benefits type, is open to permanent 
staff of the Group and is funded by contributions from employees and the Group.

The latest actuarial valuation of the Dairy Crest Fund was made by a qualified
actuary using the projected unit method as at 31 March 1998. The principal 
actuarial assumptions adopted for the valuation were that, over the long-term, 
the annual rate of return on the investments would be 2.5% higher than the annual
increase in pensionable pay, 4% higher than the annual increase in present and future
pensions in payment and 5.25% higher than the annual dividend yield receivable.

At the date of the valuation the market value of the Dairy Crest Fund’s assets
amounted to £375 million. The actuarial value of the assets was sufficient to cover
118% of the value of the members’ accrued benefits.

The next actuarial valuation of the Dairy Crest Fund will be carried out as at 
31 March 2001.

The net pension creditor at 31 March 2000 was £nil (1999 – £0.4 million).
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28 Financial instruments
An explanation of the Group’s objectives and policies relating to financial instruments
is set out in the Financial review on page 17. Financial instruments comprise cash,
overdrafts and bank loans. Short-term debtors and creditors are excluded. Monetary
assets and liabilities denominated in foreign currencies are covered by forward
foreign exchange contracts.

Bank loans amounting to £51 million (1999 – £25 million) represent drawdowns
under the Group’s committed £100 million multicurrency revolving credit facility
which expires on 30 June 2001. Loans at 31 March 2000 are denominated in
sterling and at floating rates of interest based upon LIBOR. All bank loans and
overdrafts are unsecured and are wholly repayable within two years.

At 31 March 2000 the Group had contracted to sell within three months the
equivalent of £25.6 million (1999 – £18.3 million) of various currencies, primarily 
US dollars and euros, to cover all outstanding export transactions. There was no
material difference between the book and fair values of the Group’s financial assets
and liabilities and there were no material unrecognised or deferred gains or losses
on forward exchange contracts at 31 March 1999 or 31 March 2000.

The Group is exposed to loss in the event of non-performance by the counterparties
of the above forward exchange contracts but non-performance is not expected to
occur because all counterparties have a long-term AA credit rating or better.

29 Related party transactions
Yoplait Dairy Crest Limited, a joint venture of Dairy Crest Group plc, incurred fees
of £3.9 million (1999 – £3.4 million) from the Group for sales and distribution
activities carried out on its behalf. 

During the year ended 31 March 1999, in accordance with contractual arrangements
made as part of the acquisition of Mendip Foods Limited in November 1995, Ashton
Associates, a partnership between Mr and Mrs S M D Oliver, received from the Group
consultancy fees of £102,000 and rent of £31,000. These arrangements terminated 
on 30 November 1998.

30 Post balance sheet event
On 5 May 2000, the Company announced that it was to merge with the dairy and
cheese business of Unigate PLC for a consideration of 75.734 million shares with 
a cash alternative of £150 million. The Unigate dairy and cheese business will be
transferred with debt of £100 million.
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Statement of Directors’ responsibilities
for the financial statements

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

The directors consider that, in preparing the financial statements on pages 28 to 45, 
the Company has used the going concern concept and appropriate accounting policies,
consistently applied and supported by reasonable and prudent judgements and
estimates, and that all accounting standards which they consider to be applicable 
have been followed.

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

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

In adopting a going concern basis in the financial statements the directors, after
making enquiries, have a reasonable expectation that the Company and the Group
have adequate resources to continue in operational existence for the foreseeable future.
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Auditors’ report to the members of Dairy Crest Group plc

We have audited the financial statements on pages 28 to 45 which have been prepared under the historical cost convention and
on the basis of the accounting policies set out on pages 31 and 32.

Respective responsibilities of directors and auditors
The directors are responsible for preparing the Annual Report. As described on page 46, this includes responsibility for preparing 
the accounts in accordance with applicable United Kingdom law and accounting standards. Our responsibilities, as independent
auditors, are established in the United Kingdom by statute, the Auditing Practices Board, the Listing Rules of the Financial Services
Authority and by our profession’s ethical guidance.

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

We review whether the Corporate Governance statement on page 20 reflects the Company’s compliance with the seven provisions
of the Combined Code specified for our review by the Listing Rules, and we report if it does not. We are not required to consider
whether the Board’s statements on internal control cover all risks and controls, or form an opinion on the effectiveness of either
the Company’s corporate governance procedures or its risk and control procedures.

We read the other information contained in the Annual Report, including the Corporate Governance statement, and consider
whether it is consistent with the audited financial statements. We consider the implications for our report if we become aware 
of any apparent misstatements or material inconsistencies with the financial statements.

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

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

Opinion
In our opinion the financial statements give a true and fair view of the state of affairs of the Company and of the Group as at 
31 March 2000 and of the profit of the Group for the year then ended and have been properly prepared in accordance with the
Companies Act 1985.

Ernst & Young 
Registered Auditor
London
6 June 2000
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Group financial history

Pro forma Pro forma Actual Actual Actual

1996 1997 1998 1999 2000
Profit and loss account summary £m £m £m £m £m

Turnover by segment:
Consumer Foods 432 460 475 479 494
Food Services 364 327 313 295 300

Continuing operations 796 787 788 774 794
Discontinued operations 11 – – – –

Group including share of joint ventures 807 787 788 774 794
Share of joint ventures’ turnover (56) (20) (30) (77) (77)

Group 751 767 758 697 717

Operating profit by segment:
Consumer Foods 20 27 30 32 33
Food Services 15 13 13 16 14
Acquisition reorganisation costs (1) – – (1) –

Continuing operations 34 40 43 47 47
Discontinued operations 1 – – – –

Total operating profit 35 40 43 47 47
Exceptional items – (1) – 2 –
Interest (4) (3) (2) (3) (3)

Profit before tax 31 36 41 46 44

Balance sheet summary
Operating assets:

Consumer Foods 123 139 151 176 213
Food Services 59 52 41 52 48

Continuing operations 182 191 192 228 261
Discontinued operations – – – – –

Total operating assets 182 191 192 228 261

Tax and dividend creditors (13) (23) (28) (30) (32)
Net borrowings (39) (22) (21) (34) (48)

Shareholders’ funds 130 146 143 164 181

Cash flow summary
Generated from operating activities 33 38 55 55 52
Dividends from joint ventures – 1 2 1 5
Fixed asset investment (net of grants) (10) (11) (17) (36) (47)

23 28 40 20 10
Interest received/(paid) 2 (2) (3) (2) (4)
Taxation paid (1) (8) (9) (9) (10)
Dividends paid – (4) (11) (12) (14)
Purchase of businesses (25) – (5) (7) –
Investment in Yoplait Dairy Crest Limited – – (15) – –
Other investing activities

(principally asset disposals) 10 6 4 3 4

9 20 1 (7) (14)
Transactions with the RMMB (4) (45) – – –

Net cash inflow/(outflow) 5 (25) 1 (7) (14)
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Shareholders’ information

Registrar
If you have an enquiry concerning your shareholding in Dairy Crest Group plc,
please contact the Company’s registrar, Lloyds TSB Registrars, The Causeway,
Worthing, West Sussex BN99 6DA. Telephone: 0870 6003970. 

Lloyds TSB Registrars also provide information on their own website,
www.lloydstsb-registrars.co.uk

Shareholder enquiries
For general shareholder enquiries please contact the Company Secretary’s department,
Dairy Crest Group plc, Dairy Crest House, Portsmouth Road, Surbiton, Surrey KT6 5QL.
Telephone: 020 8910 4000.

Share dealing service
If you do not have share dealing arrangements in place, Dairy Crest has a low 
cost share dealing service arranged by Hoare Govett Limited. Shareholders wishing 
to use the service should contact Hoare Govett at 250 Bishopsgate, London EC2M 4AA.
Telephone: 020 7678 8300.

Analysis of ordinary shareholders at 19 May 2000
Shares

Holders Number
Number % 000 %

Category
Individuals and other holders 22,911 96.17 52,150 45.91
Insurance companies, pension funds,

banks, nominees and 
limited companies 912 3.83 61,451 54.09

23,823 100.00 113,601 100.00

Size of holdings
Up to 5,000 shares 21,116 88.64 35,203 30.99
5,001 – 20,000 shares 2,514 10.55 19,102 16.82
20,001 – 100,000 shares 106 0.44 4,400 3.87
Over 100,000 shares 87 0.37 54,896 48.32

23,823 100.00 113,601 100.00

General information
General information about Dairy Crest can be found on our corporate website,
www.dairycrest.co.uk
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Notice of Fourth Annual General Meeting

NOTICE IS HEREBY GIVEN that the FOURTH ANNUAL GENERAL MEETING
of the Company will be held at the Chartered Accountants’ Hall, Moorgate Place,
London EC2P 2BJ on Thursday 20 July 2000 at 11.00 am for the following purposes:

Ordinary Business
1 To receive and adopt the Company’s annual accounts for the financial year ended 

31 March 2000, together with the Directors’ report and Auditors’ report on 
those accounts.

2 To declare a final dividend for the year ended 31 March 2000 of 8.85 pence per share.

3 To reappoint Mr W J Houliston as a director of the Company.

4 To reappoint Mr I C Laurie as a director of the Company.

5 To reappoint Mr P S Lewis as a director of the Company.

6 To reappoint Ernst & Young as auditors, to hold office from the conclusion of this
meeting until the conclusion of the next general meeting at which accounts are laid
before the members, and to authorise the directors to determine their remuneration.

Special Business
7 To resolve that the following proposed amendment to the Dairy Crest Long Term

Incentive Share Plan set out below be and is hereby approved.

In respect of Awards granted from July 2000, Rule 4 (2) (a) of the Dairy Crest Long
Term Incentive Share Plan is deleted in its entirety.

8 To consider and, if thought fit, pass the following resolution as a Special Resolution:

That, pursuant to Article 41 of the Company’s Articles of Association, the Company
be generally and unconditionally authorised, pursuant to Section 166 of the
Companies Act 1985 (the “Act”), to make market purchases (within the meaning 
of Section 163(3) of the Act) of ordinary shares of 25 pence each in the capital 
of the Company (“Ordinary Shares”) provided that:

1 the maximum number of Ordinary Shares hereby authorised to be acquired is
17,028,734;

2 the minimum price which may be paid for any such share is 25 pence per
Ordinary Share (exclusive of expenses and appropriate taxes);

3 the maximum price (exclusive of expenses and appropriate taxes) which may 
be paid for any such share shall be not more than 5% above the average of the
middle market values for an Ordinary Share in the Company as taken from the
London Stock Exchange Daily Official List for the five business days immediately
preceding the date of purchase; and

4 the authority hereby conferred shall expire at the conclusion of the next Annual
General Meeting of the Company (except in relation to a purchase of Ordinary
Shares the contract for which was concluded before such time and which will 
or may be executed wholly or partly after such time).

By order of the Board
R J Newton, Secretary
15 June 2000
Registered Office: Dairy Crest House, Portsmouth Road, Surbiton, Surrey KT6 5QL.

THIS DOCUMENT IS IMPORTANT
AND REQUIRES YOUR IMMEDIATE
ATTENTION. If you are in any doubt
as to what action you should take, 
you are recommended to seek your own
personal financial advice immediately
from your stockbroker, bank manager,
solicitor, accountant or other independent
financial adviser duly authorised under
the Financial Services Act 1986.

If you have already sold or otherwise
transferred all of your Dairy Crest shares,
please send this document as soon as
possible to the purchaser or transferee, 
or to the stockbroker, bank or other agent
through whom the sale or transfer was
effected for delivery to the purchaser 
or transferee. 
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Notes
1 A member entitled to attend and vote at the meeting is also entitled to appoint one

or more proxies to attend and, on a poll, vote instead of him/her. A proxy need not
be a member of the Company. 

2 To be effective, the instrument appointing a proxy and any authority under which 
it is executed (or a certified copy of such authority) must reach the offices of the
Company’s registrar, Lloyds TSB Registrars, The Causeway, Worthing, West Sussex
BN99 6DA, not less than 48 hours before the time for holding the meeting.
Completion and return of the form of proxy (enclosed with this Notice) will not
preclude shareholders from attending and voting in person at the meeting.

3 A partnership the name of which is entered in the register of members may, by any
two persons purporting to be partners in the partnership, authorise a person to act
as its representative at the meeting. Such a representative shall be entitled to exercise
the same rights as an individual member in respect of the shares to which the
authorisation relates.

4 In accordance with Regulation 34 of the Uncertificated Securities Regulations 1995,
only those shareholders appearing in the register of members as at 6.00 pm on 18 July
2000 (“the specified time”) shall be entitled to attend and vote at the meeting in
respect of the number of shares registered in their name at that time. Changes to the
register of members after 6.00 pm on 18 July 2000 shall be disregarded in determining
the rights of any person to attend or vote at the meeting.

5 A copy of the Rules of the Dairy Crest Long Term Incentive Share Plan, together
with the proposed amendment referred to in Resolution 7, may be inspected at the
offices of Clifford Chance Limited Liability Partnership, 200 Aldersgate Street,
London EC1A 4JJ during usual business hours on any weekday (Saturdays, Sundays
and public holidays excepted) from the date of this Notice until the date of the
Annual General Meeting and at the Chartered Accountants’ Hall, Moorgate Place,
London EC2P 2BJ for fifteen minutes prior to, and during, the Annual General
Meeting itself.
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Notice of Fourth Annual General Meeting continued

Explanatory notes
Resolution 1
The directors of the Company have a duty to present to shareholders in general
meeting the annual accounts, together with the Directors’ report and the report 
of the auditors. The Auditors’ report can be found on page 47.

Resolution 2
The directors recommend that a final dividend of 8.85 pence per share be paid
on 9 August 2000 to shareholders on the register at the close of business on
23 June 2000. This brings the total dividend for the year ended 31 March 2000
to 13.0 pence per share.

Resolutions 3-5
The Articles of Association specify that, in certain circumstances, directors must
retire and seek reappointment by the shareholders at the Annual General Meeting.
Mr Houliston, Mr Laurie and Mr Lewis retire by rotation at this Annual General
Meeting. All the directors, being eligible, will seek reappointment.

Biographical information on each of these directors, including their membership
of Board Committees, is given on page 19.

Resolution 6
This is a standard resolution proposing the reappointment of Ernst & Young as
the Company’s auditors.

Resolution 7
This resolution relates to a proposed amendment to the rules of the Dairy Crest
Long Term Incentive Share Plan (“LTISP”), which requires shareholders’ approval.

Currently, the LTISP Rules provide that there is a three-year period commencing 
in the year of grant of an LTISP award during which the Company must achieve
pre-set performance targets. These targets, based on growth in earnings per share
and total shareholder return, are set out in detail in the Report of the Board on
Directors’ Remuneration on page 21. Participants must then continue to be employed
for a further year before awards can vest. When the LTISP was established in 1996,
this timescale for vesting was understood to be the norm. However, the four-year
vesting period is now out of line with the majority of similar schemes among
comparable companies, where awards vest immediately after the three year
performance period if the relevant targets have been achieved.

The Company is, therefore, proposing to change the Rules of the LTISP so that grants
made from July 2000 onwards will vest after three years if the relevant performance
targets have been achieved. The Company makes annual LTISP awards to over 
80 managers and expects to extend participation to certain managers who transfer
from Unigate. Current policy is that these managers do not receive grants under 
the Executive Share Option Scheme. We believe that the LTISP in its amended form
will act as a greater incentive to a wide range of participants who will be key to the
running of our enlarged business following the merger with Unigate’s dairy and
cheese business.
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Resolution 8
The authority for the Company to make purchases of up to 10% of its issued share
capital, granted at the Extraordinary General Meeting in January 2000 and which has
not been exercised to date, expires at the Annual General Meeting. The Company
wishes to retain the flexibility to repurchase shares following the acquisition of Unigate’s
dairy and cheese business. The transaction may result in an increase in the issued share
capital of the Company but the number of shares to be issued is currently unknown.
Resolution 8 therefore seeks authority for the Company to make purchases of 
up to 14.99% of its existing issued share capital until the Annual General Meeting 
in 2001. The authority will only be exercised if the directors believe that a repurchase 
will result in an increase in earnings per share and will be in the best interests of
shareholders generally.

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.
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