DiréEtbrS" 'Repc')rt and Accounts 2003

ey O

5 S ¢ le 4
A #RTUBEUCTLR 0474
COMPANIES HOUSE 270504




1 Directors’ report

2 Corporate governance

4 Corporate social
responsibility

6 Coensolidated profit and
loss account

7 Consolidated balance sheet

8 Consolidated cash
fiow statement

9 Consolidated statement
of total recognised gains
and losses

9 Consolidated reconciliation
of movements in
shareholders’ funds

10 Company balance shest

11 Accounting policies

12 Notes to the financial
statements

31 Statement of directors’
responsibilities

31 Independent auditors’
report

32 Directors' remunaration
report

38 US GAAR information

40 Five year raview

This document contains the Directors'
Report and Accounts {which includes
the Directors’ Remuneration Report)
and the independent Auditors’ Repont
for the year ended 31 December 2003.
The Chairman’s Statement, the
Operating Review and the Financial
Review are contained in a separate
document - the Annual Review and
Summary Financial Statement,

The Annual Review and Surmrmary
Financial Statement together with
the Directors’ Report and Accounts
comprise the full Annual Report
and Accounts for Bunzl plc for 2003
in accordance with the Companies
Act 1985,




Directors’ report

The directors have pleasure in
submitting their annual repert and
the audited financial statements
of the Company and its subsidiary
undertakings for the year ended
31 December 2003,

Principal activities

and developments

The principal activities of the
Group are set out on the inside
front cover of the Annua! Review
and Summary Financial Statement.
The Chairman's Statement, the
Cperating Review and the Financial
Review on pages 4 to 17 and 20
and 21 of the Annual Review and
Surmary Financial Statement give
details of the Group’s activities,
developments and performance
for the year and an indication

of likely future developments.

Results

A summary of the Group's
results is set out in the Chairman’s
Statement. Note 1 to the financial
staternants sets out a segmental
analysis of operating results.

A financial review of the year

is set out on pages 20 and 21

of the Annuai Review and
Summary Financial Statement.

Going concern

The directors, having made
appropriate enquines, consider
that the Group has adequate
resources to continue in operational
existence for the foresesable
future. For this reason, the
directors believe it is appropriate
to continue to adopt the going
cencern basis in preparing the
financial statements.

Dividends

An interim dividend of 3.850

was paid in respect of the year
and the directors recommend

a final dividend of 8.25p per share,
making a totat for the year of
12.1p (2002: 11.2p). Dividend
details are given in Note 5 1o the
financial statements. Subject to
confirmation by the shareholders
at the Annual General Meeting

on 19 May 2004, the final dividend
wiil be paid on 1 July 2004 to those
shareholders on the register at the
close of business on 7 May 2004.
Sharehclders will again be able

to elect to receive additional
shares in the Company in lieu
of the cash dividend through
the Company’s dividend
reinvestment plan. Further details
will be circulated to sharehiolders
with the notice of the Annual
General Mesting.

Share capital

Details of the Company's share
capital, including shares issusd
and purchased during the year,
are set out in Note 17 to the
financial statements.

Purchase of own shares

As at 23 February 2004 the
Company had purchased
21,261,000 of its own shares
pursuant 1o the existing authority
wiich is due to expire at the
conclusion of the forthcoming
Annuai Gensral Meeting and the
authority which expired at the
Annual General Meeting in 2003.
The directers again propose to
seek a similar authority this year.

Directors

Mr M J Roney was appoeinted

to the Board on 1 June 2003 and,
being eligible, offers himself for
re-eiection at the forthcoming
Annual General Meeting in
accordance with the Articles of
Association. Mr L G McQuade
retired from the Board on 14 May
2003. All of the other directors,
who are named on pages 18 and
19 of the Annual Review and
Summary Financial Statement,
served throughout the year.

Mr P G Lerenzini will retire

from the Board on 31 July 2004,
Mr A P Dyer and Mr J F Harrig
retire by rotation at the Annual
General Meeting in accordance with
the Articles of Association and,
being eligible, offer themselves
for re-election.

Directors’ interests in ordinary
shares are shown in Note 21
to the financial statements.

Information relating to the
directors’ remuneration for the
year and details of the directars’
share options under the
Company’s share option schemes

and awards under the Long Term
Incentive Flan and Deferred
Annual Share Bonus Scheme
are set out in the Directors’
Remuneration Report on pages
32 t0 37.

Employment policies

The employment policies of the
Group have been developed to
meet the needs of its different
business areas and the locations
in which they operate worldwide,
embodying the principles of
equal oppertunity. The Group
has standards of business
conduct with which it expects

its employees to comply. Bunzl
encourages involvement of its
employses in the performance

of the business in which they

are employed and aims to achieve
a sense of shared commitment.
In addition to a guarterly magazine
and the Company’s intranet,
which provide a variety of
information on activities and
developments within the Group
and incorporate interim and annual
financial reports, newsletters are
pericdically circulated to give
details of corporate and staff
matters together with a number
of subsidiary or business area
publications dealing with activities
in specific parts of the Group.

It is the Group's policy that
disabled applicants should be
congidered for employment and
career development on the basis
of their aptitudes and abilities.
Employees who become disabled
during their working fife will be
retained in employment wherever
possible and given help with
rehabilitation and training.

Substantial shareholdings

As at 23 February 2004 the
directors had been notified by the
following shareholders that they
were each interasted in 3% or
maore of the issued share capital
of the Company. The notifications
listed below are those which have
been most recently received for

the named shareholdars. %

1l

|

% of
Date issued
of share
Shareholder notification capitat
Legat & General
Investment
Management Ltd 18.02.04 4.05
Scottish Widows
Investment
Partnership Ltd  16.02.04 3.99
Prudential plc 26.11.02  3.36

Creditor payment policy

Group operating companies are
responsible for agreeing the terms
and conditions under which
business transactions with their
suppliers are conducted. It is Group
policy that suppliers are made
aware of these terms and that
payments to suppliers are made
in accordance with them, provided
that suppliers also comply with

all relevant terms and conditions.

The number of days billings
from the Company's suppliers
outstanding at the end of the
financial year was 30 (2002; 30).

Donations

During 2003, amongst other
worldwide charitable donations,
the Group contributed £193,000
to UK charities {2002: £185,000).
NG contributions were made for
political purposes.

Annual General Meeting

The Annual General Meeting
will be held at the Hyalt Regency
The Churchill Hotel, 30 Portman
Square, London W1A 42X an
Wednesday 19 May 2004 at
11.00 am. The notice convening
the Meeting is set cut in a
separata letter from the Chairman
1o shareholders which explains
the items of special business.

Auditors

A resolution is to be proposed at
the forthcoming Annual General
Meeting for the re-appointment of
KPMG Audit Plc as auditors of the
Company at a rate of remuneration

to be determingd by the directors.
N HEssgy >

Secretary

23 February 2004 b
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Corporate governance

The Company is committed

to high standards of corporate
governance and supports and
has complied throughout 2003
with the principles contained in
the combined code on corporate
governance {‘the Code’) applicabile
for the year ended 31 December
2003 and which are annexed to
the Financial Services Authority's
Listing Rules. Following the
nublication of the Higgs Report
on non-executive directors and the
Smith Report on audit committess
the Code has been amended. The
revised Code will be effective for
the 2004 financial year. The Board
will continue to review its policies
and procedures in light of the
revised Code.

The Board

The Board currently comprises three
exacutive and six non-executive
directors all of whom have wide
experience and, apart from

Mr A P Dver, are considered by
both the Board and the criteria
set out in the Higgs Report to
be independent. Brief biographical
details of the directors are given
on pages 18 and 18 of the Annual
Review and Summary Financial
Staternent. The Board mat nine
times during 2003. Information
relating to the conduct of Board
meetings and the procedures
impiemented o ensure that the
Board retains overall control and
accountability for all strategic,
financial, operational and cormpliance
issues are set out in the internal
control report below and in the
Financial Review on pages 20
and 21 of the Annual Review and
Summary Financial Statement.
The Board has Audit, Remuneration
and Nomination Committess
which comply with the provisions
of the Code. The Chairman,

Mr A J Habgood, continues to act
in the capacity of Chief Executive.
The Board recognises the concerns,
expressed in a general context,
about the possible negative
effects of a concentration of power
through a combined Chairman and
Chief Executive role but believes
thase do ot presently apply

to the Company for a variety

of reasons. The Board has
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a majority of independent
non-executive directors who
constitute the entire membership
of the Audit and Remuneration
Commitiees and represent a
majcrity of the Nomination
Committee. Nong of the Company’s
non-executive directors had any
previcus connection with tha
Company or its executive directors
on appointment to the Board. In
addition, the Group’s operations
are devolved and the Group
benefits from the presence of
strong senior line management

in those operations, The Deputy
Chairman, Mr A P Dyer, is a
former non-executive Chairman
of the Company. Mr J F Harris
has been designated as the senior
independent non-executive director.
The Board's firm view is that the
Group does not suffer from a
darnaging concentration of power
and is welt protected from such a
possibility. Furthermore, it believes
that the current arrangements
are in the best interests of the
business and of sharsholders,

The Company has instigated a
formal Board evaluation process
overseen by the Deputy Chairman,
Mr A P Dyer. This includes
completion of self-assessment
forms by, and individual
discussions with, each director.

Detailed information concerning
directors’ remuneration is given
in the Directors’ Remuneration
Report on pages 32 to 37.

Remuneration Committee
The Remuneration Committee
comprises all of the non-exacutive
directors, with the exception of
Mr A P Dyer, each of whom is
independent, and is chaired by
Mr G A Banks. The Committee
met cn five occasions during
the year. Further details of the
Remuneration Committee,
the Company's remuneration
policy and how it is applied

are set out in the Directors’
Remuneration Report on
pages 32 to 37. The terms
of reference of the Committee
are available on the
Company's website.

Audit Committee

The Audit Committee comprises
all of the nen-executive directors,
with the exception of Mr A P Dyer,
each of whom is independent,
and is chaired by Mr J F Harris
who is considered by the Board
to have recent and relevant financial
experience. The Committee mat
four times during 2003. It receives

“and considers reports from the

external auditors and the internal
audit function. The Committes
alsc reviews and approves the

level and type of non-audit work
which the external auditors perform,
including the fees paid for such
work, thus ensuring that their
objectivity and independence is not
compromised. The Committes's
terms of reference are available
on the Company’s website.

Nomination Committee

The Nomination Committes
comprises Mr A J Habgood,
who ¢hairs the Commitiee,

and Mr A P Dyer, Mr S G Wiliams,
Mr J F Harris and Mr G A Banks.
The Commitise meets as
necessary to enable it to make
recommendations o the Board
on new appaintments of exacutive
and non-executive directors. The
Committee met once during the
year. The terms of reference of
the Committee are set out on

the Company’s website.

Relations with shareholders

The Chairman and Finance
Director have regutar meetings
with repressntatives of institutional
shareholders and report to the Board
the views of major shareholders.
Additional forms of communication
include presentations of the
interim and preliminary results,
All shareholders are encouraged
to participate in the Annual General
Meeting, are invited to ask gquestions
at the Mesting and are given the
opportunity to mest the directors
informally. Natice of the Annual
(General Meeting is sent ta
shareholders at lzast 20 working
days before the Meeting.

Internal control
The directors acknowledge that
they have overall responsibility for

the Group's system of internal
control and for reviewing its
sffectiveness. However, such a
system is designed to manage
rather than eliminate the risk of
failure 1o achieve business
obijectives and can only provide
reasgnable and not absolute
assurance against material
misstatement or loss.

In 1999 the Tumbull Committes
published guidance on the wider
aspects of internal control. In
accordance with this guidance
the Company established the
procedures necessary to ensure
that there is an ongoing process
for identifying, evaluating and
managing significant risks to the
Group. The Board confirms that
such procedures have been

in place for the year ended

31 Decembper 2003 and up to
the date of approval of these
financial statements and have
been reviewed during the year.

The Board meets regularly
throughout the year and has formally
adopted a schedule of matters
which are required to be brought

to it for decision. This ensures that
the directors maintain overall controt
over all significant strategic, financial,
operaticnal and compliance issugs.
The Board has delegated to
management the responsibility

for establishing a system of
internal control appropriate to
the business environments in
which the Group cperates.

The principal features of this
system include:

¢ a procedure for monitoring
the effectivenass of the internal
control system through a tiered
managsement structure with clearly
defined lines of responsibility and
delegation of authority to the
appropriate level of management;

* clearly defined authorisation
procedures for capital investment
and acautsitions;

+ strategic plans which are prepared
annually by the business areas
and approved by the Board:

-




» comprehensive budgets which
are prepared annually by the
business areas and approved
hy the Board;

+ formal standards of business
conduct (including a code
of ethics) based on honesty,
integrity and fair dealing;

» a well established consolidation
and reporting system for the
statutery accounts and monthly
management accounts, and

* 3 detailed procedures manual
covering treasury operations.

Some of the procedures carried
out in order to monitor the
effectivenass of the internat
control system are listed below:

¢ central management holds
reguiar meetings with business
area management to discuss
strategic, operational and financial
issues including a review of
the significant rigks affecting
each of the business areas
and the polictes and
procedures by which these
risks are managed;

an Executive Committes,
consisting of the Chairman and
the Finance Director and other
functional managers, meets
twice per month and reviews
the outcome of the discussions
held at busingss area meetings
on internal control issues;

the Board in turn reviews the
outcome of the Executive
Committee discussions on
internal control issues which
ensures a documented and
auditable trail of accountability;

actual results are reviewed
monthly against budget,
fargcasts and the previous
vear and explanations obtained
for all significant variances;

the Group's bank balances
around the world are monitored
on a weekly basis and
significant movements are
reviowed centrally,

-

e the internal audit departmant
periodically reviews individual
husinesses and procedures,
makes recommendations t¢
improve controls and follows
up to ensure that management
implement the recommendations
made. The internal audit
departiment’s work is determined
on a risk assessment basis
and their findings are reported
to Group and business
area management;

the external auditors are engaged
to express an opinion on the
financial statements. Thay review
and test the system of internal
financial control and the data
contained in the financial
statements t¢ the extent
necessary for expressing their
audit opinion on the truth and

fairess of the financial statements;

every six months the Audit
Committes, which is chaired
by Mr J F Harris, the senior
independent non-executive
director, reviews the findings
of the external and internal
auditors and approves the
future work plans of the internal
audit function;

regular meetings are held with
insurance and risk advisers
to assess the risks throughout
the Group;

the Group Health and

Safety Committee sels relevant
policies on health and safety
issues, based on the special
advice of the Technical
Sub-Committee, and monitors
their implementation;

risk assgssments, safety audits
and a regular review of progress
against objectives established
by each business areg are
periodically carried out;

the Group Environment
Committes pertodically reviews
environmental practices across
the Group; and

developments in tax,
treasury and accourting are

continually monitored by Group
managemeant in asscciation
with external advisers,

The directors confirm that they
have reviewed the effectivensss
of the system of internal contrel
in operation during 2003.
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Corporate social responsibility

The Board takes the area of social
responsibiiity seriously and has
for many years had policies with
respect to business standards, the
environment and health and safety.
While we do not believe that we
have a high risk profile with regard
to the environment and health and
safety, we believe that positive
actions with respect to sociai
responsibility are not only dagsirable
in their own right but are also of
potential economic and commercial
benefit to the Group.

During 2003 we have reviewed
Bunzl's stance on corperate social
responsibility and developed an
overall policy. This draws together
existing Group policies, which in
some cases have been updated,
and new Group policies based
either on palicies used by certain
subsidiaries or current practice.
The objective of the Group's
policy is to provide a reference
point to guide stakeholders,
including all employees, on the
glements that drive the conduct
of our business and relationshios
with the world in which we operate.
The overall policy is made up

of seven underlying policies
covering the following areas:
Standards of business conduct
{Cede of ethics), Health and
safety, Employees, Customers,
Environment, Suppliers and
Community. Further detalls of

our policies are avaiiable on the
Company's website.

Standards of business conduct
{Code of ethics}

The Group has a business
standards policy that was
established ten years ago and
has been updated in the meantime,
maost recently in 2004. The policy
sets out the standards of behaviour
expected of each Bunzl emploves
and covers the areas of conflicts
of interest, compliance with laws,
rules and regulations, dealing

in Bunz! shares, protection of
confidential information, protection
and proper use of company assets,
redationships with customers,
suppliers and employees,
compliance with the Code and
reporting of unsthical behaviour.
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Health and safety

The Group has a long-standing
commitment to achieving continual
improvement in health and safety
performance. Bunzl seeks to identify
and share best practice across
its businesses. The Group Health
and Safety Committes, established
in 1993, comprises representatives
from each business area and

is responsible to the Board for
reviewing the Group's health and
safety policy and agreeing standards
and objectives for the Group
worldwide as well as auditing health
and safety performance against
those objectives. The Technicat
Sub-Committee comprises
in-house health and safety
experts who review a range

of detailed safety issues and
implement the haalth and

safety programmes worldwide.

At the beginning of 2003 four Group
level objectives were identifiedt:

* improved data collection to
facilitate the analysis of trends
and to identify actions which
would reduce the incidence
and severity of accidents;

» implementation of a managed
rehabifitation programme within
the UK similar to those already
operated in the US ana Australia;

s improved understanding of
line managers and individual
employees of their rcle in
improving safety;

« continued impiementation of
improvemants in the workplace
which encourage safe working.

Although the varying methods
of recording data within the
different countries in which the
Group operates has meant that
comparison and consolidation
of data has proved difficult,
overall businesses have reported
a reduction in the number of days
lost or restricted as the result of
accidents or work-related ill health
(severity rate).

Filtrona has introduced schemes
within its major plants in the

UK 10 encourage early return to
work following sicknass or injury.
These schemes involve more
rabust attendance management
programmes combinad with
occupational health advice on
fitmess for work and programmes
of restricted duties. These
programmes are also being
extended to provide routine health
screening on a voluntary basis.

Training courses have been
held throughout the year both
for management and employees
to raise safety awarenass.
These have used a number of
training methods including use
of external consultants to provide
management training, ‘Toolbox
talks’ and an in-house designad
CD-rom for driver training.

The Bunzl safety audit has
continued to provide a useful vehicle
both for management training and
for identifying a programme of
workplace improvements with the
majority of sites now achieving
overall scores well above 85%.

Employees

Bunzl remains committed to the
recruitment of high quality staff
and developing them within the
businesses to provide excellent
performance and take on more
responsibility. This is achieved
by a combination of structured
Group management development
programmes, specific skils training
within respective businesses and
the provision of challenging and
responsible roles. The Group
aims to provide opportunities o
employeas and strives to promaote
from within whenever appropriate.
New graduates continue 10 be
recruited into the business and,

in the US and UK, participate

in a successful structured
training programme to enhance
their development.

Appropriate and well timed
communication to and from
employess is essential in ensuring
the effectiveness of the businass.
Set up in 1996, the European
Informaticn and Consultation
Forums continue ta meet to

provide information te, and to
consult with, elected employee
representatives on Group and
business area pclicles, strategy
and performance. During 2003
a number of UK businesses have
been developing and implementing
more formalised information and
consultation arrangements to
supplernent the European Forums
and to ensure better employee
invotvement and feedback locally.
For many years a Company
magazine, ‘Bunzl World’, has been
produced and distributed around
the Group, notifying employees

of major business successes,
acquisitions and appointments.
This is supplemented locally by

a variety of newsletters, briefings
and intranet communication giving
more specific information related
to the business or site whare an
smployee is based.

Customers

The Group’s business and livelihood
depends upon its customers.
Every employee is responsible for
ensuring that any contact with
customers and the public at large
reflects professionalism, efficiency
and honesty. During 2003, as
has been the practice for some
years, a number of businesses in
Qutsourcing Services and Filtrona
undertook formal customer surveys
to measure their customer service
performance and rectify any
issues identified. In addition,
senior management meet key
customers on an ad hoc basis
to ensure understanding of their
service requirements and gain
their perceptions on how these
requirements are being met. A
series of specially tailored customer
senice programmes has been run
in many of the Outsourcing Services
businesses during the year.

Environment
Bunzl has continued its focus on
the ervironmental aspects of its
operations. There have bean two
major themes to the environmental
programme during 2003, Firstly,
areguirement for each business
area to identify any significant
environmental risks associated
with their activities, products and
-




services. Secondly, continued
implementation of environmental
management systems compatible
with 1SO 14001 to include targets
for envircnmental improvement,
monitoring of parformance

and auditing.

150 14001 was attained by a
further six manufacturing sites
within Filtrona and three of

the husinesses of Qutsourcing
Services, covering more than 40
distribution sites. The following
chart shows the signfficant progress
made over the past few years in
implementing environmentat
management systems.

Sites achieving 1SO 14001

These sites, which are shown on
a cumulative basis, employ some
54% of staff within the Group.

Plans are in place for further sites
to achieve accreditation in 2004,

The sites that are 1ISO 14001
accredited have, as part of that
process, identified those areas

in which they impact upon the
environment. As a result of this
work the following measures will
be used to monitor environmental
performance at Group level:
energy usage, water consumption,
raw raterial consumption and
waste production,

A number of specific environmental
initiatives are continuing which
have a positive environmentai
benefit. For example, ensrgy
management remains important,
particularly in manufacturing sites,
and planned actions range from
investment in New comprassors/
drive motors to reducing heat loss
from processing units. Throughout
Outsourcing Services therg is
focus on route planning and
transport management as well

as other measures o reduce fuel
consumption and emissions to
the air. The introduction of balers
at many sites has alreadly achieved
a significant improvement in the
amount of waste going to landfill.
Wherever possible reusable
packaging is purchased. The
amount of packaging is reduced,
wherever feasible, t¢ the minimum
necessary consistent with adequate
product protection. In the UK, the
Group is a member of Valpak who
discharge the relevant cbligations
under the Producer Responsibility
(Packaging Waste) Reguiations. In
Germany, the Group is a member
of Duales System Deutschland
who operate the ‘Green Dot’
recycling sysiem. Bunzl is also a
member of the FTSE4Good index.

Suppliers

Bunzl regards suppliers as partners
and works with them to help
achieve policy aspirations in the
delivery of products and services.
Specificaly the Group is committed
to working with its suppliers of
products and services to ensure
that the welfare of warkers and
labour conditions within the supply
chain meet or exceed recognised
standards. Within Cutsourcing
Services management regularly
meet with suppliers to ensure
mutual understanding and to give
and receive feadback on services
and goods received. In 2003 two
Filtrona businesses, Globalpack

in Brazil and ITC Filtrona in India.
altained SA 8000:2001 certification.
The certification process has led
to more structured processes
for improving standards, not
onty within the companies, but
also within suppliers.

Community

Bunz! is a member of Businass

irt the Community in the UK and
at Group level has continued to

support a cross section of projects

within registsrad charities in the
fields of healthcare, education,
disability and children’s welfare.
In 2003 Bunzl sponsored three
projects relating to cancer
research and support: through

Chiidren with Leukaemia research

into the development of a tast
-

for children being treated for

leukaemia that will enable doctors
to tailor further treatments to their
precise and individual nesds;
research into prostate cancer
treatment being undertaken by
Imperial Coliege London; and
support of an internet based
medical advice ling run

by Breast Cancer Care. Further
support was provided to Queen
Elizabeth’s Training College to
enhance the Computer Aided
Design training department at the
College with the aim of training
disabled people to return to or
start work. Finally, donations were
mads 1o several organisations
providing support and advice to
homeless people throughout the
UK. In addition, Group companies
and individual employees
worldwide continue to support
local charitable initiatives such

s the Queen of Peace Center

in St Louis that provides treatment,
education, daycare and housing
programs for women and

their children.
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Consolidated profit and loss account

for the year ended 31 December 2003

2002
2003 ‘Restated
Noltes £m £m
Sales
Existing businesses 2,707.0 26736
Acquisitions 21.2
Continuing operations 2,728.2 26736
Discontinued operaticns - 161.7
Total sales 1 2,728.2 2,835.3
Operating profit
Existing businesses 195.7 189.0
Acquisitions 0.7
Continuing operations 196.4 189.0
Discontinued operations - 7.4
Total operating profit 1.2 196.4 196.4
Profit on sale of discontinued operations - - 4.1
Profit on ordinary activities betore interest 186.4 200.5
Net interest payable 3 (1.8} 5.2)
Profit on ordinary activities before taxation 194.6 185.3
Profit before taxation, goodwill amortisation
and exceptional items 2123 207.3
Taxation on profit on ordinary activities 4 (69.0) (70.0)
Profit on ordinary activities after taxation 125.6 125.3
Profit attributable to minorities (1.0} {0.5)
Profit for the financial year 12486 124.8
Dividends paid and proposed L .5 1544 (62.3)
Retained profit for the financial year 15 70.2 72.5
Basic earnings per share §] 27.4p 27.1p
Adjusted earnings per share 5] 31.3p 29.7p
Diluted basic earnings per share 5] 27.2p 26.8p
Dividends per share 5 121p 11.2p

The Accounting Policies and Notes on pages 11 to 30 form part of these financial statements.

" Restated on adoption of FRS17 ‘Retirement Benafits'.
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Consolidated balance sheet

at 31 December 2003

2002
2003 "Restated
Notes £m £m
Fixed assets
Intangible assats — goodwill 7 290.9 289.5
Tangible fixed assets 8 196.5 199.6
Investments 9 33.3 34.3
520.7 523.4
Current assets
Stocks 10 2156 217.5
Debtors 1 368.6 367.9
Investments 12 111.3 140.7
Cash at bank and in hand 26 47.5 51.5
743.0 7.6
Current liabilities
Creditors: amounts falling due within cne year 13 (499.1) {471.4)
Net current assets 243.9 306.2
Total assets less current liabilities o 764.6 829.86
Creditors: amounts fafling due after more than one year 14 (220.2} (265.3)
Provisions for liakilities and charges 16 (41.6) {43.1)
Net assets excluding pension liabilities 502.8 521.2
Pensian liabilities o (40.8) (43.7)
Net assets including pension liabilities 462.0 4775
Capital and reserves
Called up share capitai 17 1121 116.8
Share premium account 18 83.8 773
Capital redemption reserve 18 5.3 -
Revaluation reserve i 1.3 1.5
Profit and loss account 18 256.7 279.8
Shareholders’ funds: equity interests 459.2 475.2
Minority equity interests 2.8 2.3
462.0 477.5

Approved by the Board of Directors of Bunzl plc on 23 February 2004 and signed on its behalf by Mr A J Habgood, Chairman and Mr D M Willams,

Finance Director.

* Restated on adoption of FRS17 ‘Retirement Benefits'.
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Consolidated cash flow statement

for the year ended 31 December 2003

2003 2002

Notes £m £m
Net cash inflow from operating activities 25 2504 216.4
Returns on investments and servicing of finance
Interest recelved 5.9 5.2
Interest paid (6.8) (11.8)
Dividends paid to minority shareholders (0.2) {0.1)
Cther cash flows (3.6) (2.5)
Net cash outflow for returns on investments and servicing of finance {4.7) (9.0}
Tax paid {56.6) (64.3)
Capital expenditure
Purchase of tangible fixed assets {37.8) {33.4)
Disposal of tangible fixed assets 6.5 2.4
Net cash outflow for capital expenditure R (31.3) {31.0)
Acquisitions and disposals
Acquisition of businesses 27 (36.1} (77.0)
Disposal of businesses 16.0 111.3
Gther acquisition and disposal cash flows - 0.7}
Net cash (outflow)/inflow for acquisitions and disposals (26.1) 33.6
Equity dividends paid {51.8) {48.0
Net cash inflow before use of kguid resources and financing o e 79.9 a9r7
Net cash inflow/{outflow) from management of liquid resources 57.4 (128.7)
Financing
increase/{decrease) in short term loans 8.3 {37.0)
{Decrease)/increase in long term loans {21.1) 37.4
Decrease in finance leases {0.1) 0.3
Shares issued for cash 7.0 7.9
Purchase of own shares (92.2} -
Net cash {outflow)/inflow from financing (98.1} 8.0
Increase/{decrease) in cash in the financial year 39.2 (23.0}
Reconciliation of net cash flow to movement in net debt
Increasefdecrease) in cash in the financial year 39.2 (23.0)
(Increase)/decrease in debt due within one year (8.3) 7.0
Decreasedincraase) in debt due after one year 21.1 (37 .4)
{Decrease)/increase in current asset investments (57.4} 128.7
Exchange and other movements 14.9 23.2
Movement in net debt in the year 9.5 128.5
Opening riet detst e (106.0) {(234.5)
Closing net debt 26 (96.5) (106.0
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Consolidated statement of total recognised gains and losses

for the year ended 31 December 2003

2002

2003 *Restated

£m £m

Profit for the financial year 124.6 124.8

Actuarial gain/(foss) on pension schemes 0.9 (64.3)

Deferred taxation cn actuarial (gainyloss on pension schemes {0.4) 20.0

Currency translation differences on foreign currency net investments (1.5) (10.9)

Total recognised gains and losses for the year 123.6 69.6
Prior year adjustment (adoption of FR317) (68.8)
Total recognised gains and losses since last directors’ report and accounts 54.8

Consolidated reconciliation of movements in shareholders’ funds

for the year ended 31 December 2003

2002

2003 ‘Restated

£m £m

Opening shareholders’ funds as previously reported 544.0 456.5
Prior year adjustment (adoption of FRS17) - {68.8) (259
Opening shareholders’ funds restated 4752 430.5
Profit for the financial year 124.6 1248
Dividends paid and proposed (54.4) (52.3)
Transfer of goodwill on disposals - 19.4
Issue of share capital 7.0 7.9
Actuarial gain/{loss) net of deferred taxation on pansion schemes 0.5 (44.3;
Furchase of own shares (92.2) ~
Currency translation - {1.5) {10.9)
Closing shareholders’ funds 459.2 475.2

* Restated on adoption of FRS17 ‘Retirament Benefits'.
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Company balance sheet

at 31 December 2003

2002
2003 “Restated
Notes £m £m
Fixed assets
Tangibie fixed assets 8 1.0 1.1
Investments a 234.0 318.2
235.0 319.3
Current assets
Defstors 11 4051 452.6
(Cash at bank and in hand 11 2.8
406.2 455.2
Current liabilities
Creditors: amounts falling due within one year 13 {95.7) {95.1)
Net current assets 3105 3601
Total assets less current liabilities 545.5 6724
Creditors: amounts faling due after more than one year 14 (t.0) (1.2
Provisions for liabilities and charges 16 (0.1) =
Net assets 544.4 678.2
Capital and reserves
Called up share capital 17 1121 116.8
Share premium account 18 83.8 77.3
Capital redemption reserve 18 5.3 -
Special reserve 18 - 90.8
Profit and loss account 18 343.2 393.2
Shareholders’ funds: equity interests 544 .4 678.2

Approved by the Board of Directors of Bunz! plc on 23 February 2004 and signed on its behalf by Mr A J Habgood, Chairman and Mr D M Wiliams,
Finance Director.

The Accounting Policies and Notes on pages 11 to 30 form part of these financial statements.

* Restated on adoption of FRS17 ‘Retirement Benefits’.

{
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Accounting policies

a Basis of preparation

The financia! statements have
been prepared under the historical
cost convention as modified by

the revaluation of certain fixed
assets and certain forward foreign
exchange contracts and have been
prepared in accordance with the
Companies Act 1985 and applicable
UK accounting standards, The
following accounting policies have
been applied consistently In dealing
withy items which are considered
material In relation to the Group's
financial statements, except as
noted in paragraph ¢ below.

b Basis of consolidation

The consclidated financial
statements incorporate the assets
and liabilities of the Company
and its subsidiary undertakings
at 31 December 2003 and their
results for the periods during 2003
in which they were part of the
Group. The acquisition method

of accounting has teen adopted.

¢ Change of accounting policy
On 1 January 2003 the Group
fully adopted FRS17 ‘Retirament
Benefits’. As a result, comparative
figures have been restated. The
impact on the consolidated profit
for the year to 31 December 2003
was an increase of £0.3m {2002:
C0.4m) and the impact on the
consolidated shareholders’ funds
as at 31 December 2002 was a
reduction of £68.8m. The impact
on shareholders' funds of the
Company as at 31 December
2002 was a reduction of £20.5m.

d Goodwill

Goodwill arising cn acquisitions
made after 31 Decembzer 1997

is capitalised and is amertised on
a straight line basis through the
profit and loss account over its
estimated useful life, a period

of up to 20 years. Goodwil arising
on acquisitions made prior to

1 January 1998 remains sliminated
against reserves. In determining
the profit or loss on disposal

of a business, any goodwill

on acquisition, net of goodwill
gliminated through the profit

and loss account as a result

of any impairmeant in value or by

arnortisation, is transferrad to the
profit and loss reserve through the
profit and loss account.

e Investments in subsidiary
undertakings

Investments in subsidiary
undertakings are held at cost
less any provision for impairment,

f Investment in own shares
Investment in own shares is to
futfil obligations of certain Group
employee share plans. Where
applicable the cost of these shares
is amortisad over three years.

g Foreign currencies

The results of overseas subsidiary
undertakings have been translated
into sterling at average exchangs
rates. Assets and liabilities
denominated in foreign currencies
have been translated at year end
exchange rates, except where a
forward foreign exchange contract
has been arranged when the
contracted rate is used.

Exchange differences on the
retranslation of opening net worth
in overseas subsidiary undertakings,
net of related foreign currency
borrowings and foreign currency
hedging contracts together with
differences arising from the use

of average and year end exchange

rates, have been taken to reserves.

Other exchange differences are
taken to the profit and loss account.

Forward forsign exchange
contracts hedging transaction
exposures are revalued at year end
exchange rates with net unrealisad
gains and losses being taken to
the profit and loss reserve.

h Tangible fixed assets

Until 31 December 1899 land and
buildings were revalued periodicalty.
As permitted under FRS15, the
valuations of land and buildings
have not been and will not be
updated. All other assets are
included at historical cost, less
accumulated depreciation. The
profit or loss on sale of tangible
fixed assets Is calculated by
reference to the carrying values of
the assets. The carrving values of

tangible fixed assets are periodically
reviewed for impairment when
events or changes in circumstances
indicate that the carrying values
may not be recoverable.

i Depreciation

Tangible fixed assets are
depreciated over their estimated
remaining useful lives at the following
annual rates applied to bock value
less estimated residual value:

2% or life of

Buildings lease if shorter
Plant and machinery 10-20%
Fixtures, fittings

and equipment 10 - 25%
Freehold land 0%

j Leases

Where the Group has
substantially all the risks and
rewards of ownership of an asset
subject 10 a lease, the lease is
treated as a finance lease. Future
instalments payable under
finance leases, net of finance
charges, are included in creditors
with the corresponding asset
value treated as a tangible fixed
asset, All other leases are treated
as operating leases and-the
rentals are charged to the profit
and loss account on & straight
line basis.

k Deferred taxation

The Group provides for deferred
taxation assets and liabitities arising
from timing differencas between
the recognition of gains and losses
in the financial statements and
their recognition for tax purposes.
Deferred taxation assets are only
recognised where it is more likeiy
than net that they wil be recovered.

| Sales

Sales are net sales invoiced to
third parties for services provided
and goods sold, excluding
intercompany transactions and
sales taxas. income from the sale
of goods and services is recogrisedd
when delivery has occurred

and where the price is fixed

or determinable and reflects

the commaercial substance

of the transaction.

m Stocks

Stocks are valued at the lower
of cost {on afirst in, first cut basis)
and net realisable value. For
work-in-progress and finished
goods, cost includes an
appropriate proportion of labour
and overheads.

n Pension benefits

In accerdance with FRS17,

for defined contribution schemes,
contributions are charged to the
profit and loss account in the
period in which they arise.

For defined benefit schemes the
amounts charged to operating profit
are the current service cost, past
service cost and gains and josses
on setflements and curtailments.
An amount which represents the
expected increase in the present
value cf scheme liabilities net of
the expected return on scheme
assets is inciuded within net
inferest payable,

Actuarial gains and losses are
recognised immediately in the
staternent of total recognised
gains and losses. These consist
of differences between actual
and expected returns on scheme
assets during the year, experience
losses on scheme ligbilities and
the impact of any changes in
assumptions. Pension liabilties are
recognised on the consolidated
balance sheet and represent the
difference between the market
value of scheme assets and the
cresent value of scheme liabilities
at the balance sheet date, net of
deferred taxation. Scherne fiahilities
are determined on an actuarial
basis using the projected unit
method and discounted at

arate equivalent to the current
rate of return on AA rated
corporate bonds.
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Notes to the financial statements

for the year ended 31 December 2003

Sales Operating profit Net operating assets
2002 2002
2003 2002 2003 ‘Rastated 2003 ‘Restated
1 Segmental analysis £m £m £m £rm £m £m
Continuing operations
Outsourcing Services 2,275.6 2.231.2 1748 168.1 228.9 242.4
Filtrona 452.6 442.4 56.1 627 197.2 198.9
Caorporate activities (16.8) {16.0) (9.8} 3.1
Goodwilit (17.7} {15.8) 290.9 289.5
2,728.2 2,673.6 196.4 180.0 707.2 734.9
Discontinued operations - 161.7 - 7.7 - -
Goodwill ) - {0.3) - -
2,728.2 2,835.3 196.4 196.4 707.2 734.9
Geographical origin
Europe 886.4 970.8 68.0 64.6 178.0 184.3
North America 1,698.3 1,754.8 144.4 149.2 205.0 218.6
Rest of the world 143.5 108.6 18.5 14.7 43.1 39.4
Corporate activities (16.8} {16.0) (9.8) 3.1
Goodwilltt 7.7 (8.1 290.9 289.5
2,728.2 28353 196.4 196.4 707.2 734.9
Geographical market supplied
Eurcpe 857.1 957.9
North America 1,684.4 1,748.6
Rast of the world 186.7 128.8
2,728.2 2,835.3
2002
2003 "Restated
Reconciliation to consolidated balance sheet £m £m
Net operating assets 707.2 734.9
Interest bearing cash, debt and investments (84.6) {102.0}
Dividends and corporate taxes (Notes 11 and 13) (101.6) {88.5)
Provisions for deferred taxation and discontinued operations {(Note 16) (18.2) {23.2)
Pension liabilities (Note 22) (40.8) (43.7)
Total net assets including pension liabilities 462.0 a477.5

T Goodwill amortisation comprised Cutsourcing Services £14.5m (2002: £12.8m) and Filtrona £3.2m (2002: £3.0m). Unamortised goodwill at

31 December 2003 comprised Outsourcing Services T253.8m (2002: £260.7m) and Filtrona £37.1m (2002: £38.8m).

11 By geographical origin goodwill amortisation comprised Europe £11.6m (2002: £10.1m), North America £5.8m (2002 £6.0m) and rest of the
world £0.3m (2002: onil). Unamortised goodwill at 31 Degember 2003 comprised Europe £197.9m {2002: £189.0m), North America £88.0im

(2002: £96.5m} and rest of the world £5.0m (2002: £4.0m).

" Rastated on adoption of FRS17 ‘Retirement Benefits’.
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Existing

Discontinued

Existing businesses operations Total
businesses  Acquisitions Total “Restated "Restated "Restated
2003 2003 2003 2002 2002 2002
2 Net operating charges £m £m £m &m £m £m
Changes in stock of finished goods
and work-in-progress 1.4 0.2} 1.2 {5.8) 26.4 20.6
Raw materials and consumables 1,900.6 15.1 1,915.7 1,901.2 100.4 2,001.6
Employee costs (Note 23) 317.0 32 320.2 3161 13.4 3292.5
Depreciation and other amounts written off
tangible and intangible fixed assets 499 0.3 50.2 48.3 1.2 495
Other operating charges 2424 24 244.5 224.8 12.9 237.7
Net operating charges 2,511.3 20.5 2,531.8 24846 154.3 2,638.9
Profit on ordinary activities is stated after charging:
Auditors’ remuneration:
audit - statutory reporting 14 o1 1.5 1.5 2. 1.6
further assurance services 1.5 - 1.5 0.7 - 0.7
tax services 0.9 - 0.9 1.2 - 1.2
Depreciation and other amounts written off
tangible and intangible fixed assets:
owned and leased 32.3 0.2 32.5 32.5 0.9 33.4
amortisation of goadwil 17.6 0.1 17.7 158 0.3 181
Hire of plant and machinery — rentais payable
under operating leases 12.7 - 12.7 14.8 2.0 16.8

Included within further assurance and tax senvices are fees for work performed by the Company's auditors of £1.8m (2002: £1, tm) for the Company
and its UK subsidiaries and £0.6m {2002: £0.8m) for its non-UK subsidiary undertakings. Auditors’ remuneration for the Gompany’s statutory audit
was £0.3m (2002: £0.3m}. All of the fees for further assurance services related to due diligence and other duties carried out in respect of acquisitions
and disposals of businesses. The Company believes that, given their detailed knowledge of the Group’s operations, its structure and accounting
policies and the importance of carrying cut detailed due diligence as part of the acquisition process, it is appropriate for this additional work
to be carried out by the Company’s auditors rather than another firm of accountants. The Audit Committee, which consists entirely of independent
non-executive directors, reviews and approves the level and type of non-audit work which the auditors perform, including the fees paid for such
work, thug ensuring that their objectivity and indepéendence is not compromised.

2002
2003 “Restated
3 Net interest payable £m £m
Interest receivable
Bank deposits 7.7 45
Expected refurn on pension scheme assets o 12.7 15.0
Total interest receivable ' 204 195
Interest payable
Bank loans and overdrafts (3.2) (4.5)
Other lcans 4.2) (5.8)
Interest on pension scheme fliabilities o {14.8) (14.4)
Total interest payable o (22.2} (24.7)
Net interest payable {1.8) 5.2)

* Restated on adoption of FRS17 "Retiremant Benefits'.
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Notes to the financial statements continued

2002
2003 "Restated
4 Taxation on profit on ordinary activities £m £m
UK corporation tax
current year 12.7 18.3
prior years 0.1 {0.2)
double tax relisf {3.3) 6.5)
Total UK corporation tax at 30.0% (2002: 30.0%;) 85 1.6
Overseas taxes
current year 60.4 57.6
prior years (6.0) (1.0)
Total overseas taxes 54.4 56.6
Deferred taxation transfers
origination and reversal of timing differences 3.9 2.1
Total taxation for year 67.8 70.3
Credited/{debited) to other reserves
current taxation 2.2 {0.3)
___ deferred taxation ) {1.0) -
Taxation on prefit on ordinary activities 69.0 70.0
Factors affecting taxation charge for the year
The taxation assessed for the year is higher than the standard rate of corporation tax in the UK of 30.0%.
The differences are as follows:
2002
2003 ‘Restated
£m m
Profit on ordinary activities before taxation 194.6 185.3
Taxation charge at UK corporation tax rats of 30.0% (2002: 30.0%) 58.4 £58.6
Effects of:
permaneant differences (primarily goodwill amortisation;) 4.1 3.1
capital allowances for period in excess of depreciation (1.0) (1.3}
other timing differences 4.2) (4.1}
unrelieved/(utilisation of) tax losses 0.3 (0.3)
higher tax rates on overseas earnings 13.9 12.4
adjustments to taxation charge in respect of previous periods (5.9) (1.2}
other items e 0.5 0.7
Current taxation charge for the year 66.1 67.9
Pershare Total
2003 2002
5 Dividends paid and proposed 2003 2002 £m em
Interim paid 2 January 2004 3.85p 3.65p 17.4 17.0
Proposed final payable 1 July 2004 8.25p 7.55p 37.0 35.3
121p 11.2p 54.4 523

* Rastated on adoption of FRS17 ‘Retirament Benefits'.
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2002
2003 “Restated

6 Earnings per share £m £m
Profit for the financial year 1246 124.8
Adjustmentst 17.7 12.3
Adjusted profit for the financial year 1423 1371
Basic weighted average ordinary shares in issue (million) 455.2 461.4
Dilutive effect of employee share ptans (million) 2.2 3.9
Diluted weighted average ordinary shares {million) 457 .4 465.3
Basic earnings per share 27.4p 27.1p
Adiustments 3.9p 2.6p
Adjusted earnings per share 31.3p 29.7p
Diluted basic earnings per share 27.2p 26.8p

Adjusted earnings per share is provided to reflect the underlying earnings performance of the Group.

T Adjustments comprise goodwill amartisation of £17.7m (2002: £16.1m) and profit on sale of discontinued operations, net of taxation,
of £nil (2002: £(3.8)m™).

7 Intangible assets - goodwill £
Consolidated:

Cost

Beginning of year 3264
Acldlitions 23.5
Currency translation o (5.8
End of year o 344.1
Amortisation

Beginning of year 36.2
Charge in ysar 17.7
Currency franslation S {1.4)
End of year 53.2
Net book value at 31 December 2003 290.9
Net book value at 31 Decemnber 2002 - 288.5

* Restated on adoption of FRS17 ‘Retirement Benefits'.

Bunzl ple 15




Notes to the financial statements continued

Fixtures,

Land and Plant and fittings and

buildings machinery equipment Total
8 Tangible fixed assets £m £m £m £m
Consolidated:
Cost or valuation
Beginning of year 785 244.8 80.3 403.8
Acquisitions 2.0 2.2 1.0 5.2
Additions 33 26.8 7.7 378
Disposals (5.0 6.0 {6.2) (17.2)
Currency translation (3.5) (10.9) (2.7) (17.1)
End of year 753 258.9 801 4123
Depreciation
Beginning of year 15.8 141.9 48.2 204.0
Charge in year 3.0 204 8.1 32.5
Disposals (2.2 {4.8) 6.0) {13.0)
Currency transiation o oy {5.8) (1.4 {7.7)
End of year o sz 1517 47.9 2158
Net book value at 31 December 2003 581 1056.2 32.2 186.5
Net book value at 31 December 2002 62.6 102.9 34.1 199.6

The net book value of tangible fixed assets includes assets held under finance faases and hire purchase contracls totaling £0.1m (2002: £0.5m).
Accumulated depreciation of these assets amounts to £0.5m (2002: £06.7m}.

Fixtures,
Freehold Long Short Plant and fittings and
Land buildings leasehold leasehold rmachinary equipment Total
£m £m £m £m &m om om
The net book value of tangible fixed assets
at 31 December 2003 comprised:
Consolidated:
At cost 2.1 42.7 6.3 7.7 256.9 8G.1 395.8
Al valuation 8.1 5.8 2.6 - - - 16.5
Cost or valuation 10.2 48.5 8.8 7.7 256.9 801 4123
Depreciation (8.3) {(2.6) (5.3 {151.7) 47.9) 215.8)
Net book value at 31 December 2003 10.2 40.2 6.3 2.4 105.2 32.2 196.5
Net book valug at 31 December 2002 10.2 426 56 42 1029 34.1 199.6
- - -
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Fixtures,

Land and Plant and fittings and
buildings machinery eguipment Total
8 Tangible fixed assets continued £m £m £m £m
The histerical cost and the related depreciation of the tangible fixed assets are:
Historical cost 74.0 256.9 80.1 411.0
Depreciaticn (16.2) (151.7) {47.9) (215.8)
Net book value at 31 December 2003 57.8 105.2 32.2 185.2
Net book value at 31 December 2002 61.1 102.9 341 198.1
Future capital expenditure at 31 December 2003 congisted of commitments not provided for of £1.3m (2002: £1.4m).
Fixtures,
Freehold Short fittings and
Land buildings leasehold aguipment Total
£m m m £m £m
Bunzl plc:
Cost or valuation
At beginning and end of year 0.6 0.2 0.4 1.3 2.5
Depreciation
Beginning of year 0.3 1.1 1.4
Charge in year - - 0.1 Q.1
End of year - 03 1.2 1.5
Net book value at 31 December 2003 0.6 0.2 01 01 1.0
Net book value at 31 December 2002 R 0.2 .91 02 11
Own shares Unlisted Total
9 Investments held as fixed assets £m £m £m
Consolidated:
Beginning of vear i9.2 15.1 34.3
Additions 8.8 - 8.3
Amartisation 0.8) - (0.8}
Transfer - 8.3 8.3
Currency translation - {0.7) {0.7)
End of year 27.2 6.1 333

Own shares are ardinary shares of the Company held by the Group in an employee benefit trust. The principal purpose of this trust is to hold shares
in the Company for subsequent transter o certain senior employees and executive directers under the Long Tenm incentive Plan, the Deferrad
Annual Share Bonus Scherme and to satisfy options granted under the 1994 Executive Share Option Scheme in respect of market purchased shares.
Full details of such Plan and Schernes are set out in the Cirectors’ Remuneration Report on pages 32 to 37. The assets, liahilities and expenditure of the
trust have been incorporated in the Group's financial statements. At 31 December 2003 the trust held 7,054,852 (2002: 5454,213) shares, upon which
dividends have been waived, with an aggregate nominal value of £1.8m (2002: £1.4m) and market value of £30.1m (2002: £20.7m).
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Notes to the financial statements continued

Investments

in subsidiary
Own shares  undertakings Total
9 Investments held as fixed assets continued £m £rm £m

Bunz! plc:

Beginning of year at cost less provisions 18.9 269.3 318.2
Additions 8.3 - 8.3
Amortisation {0.4) - (0.4}
Transfer - {92.1) (©2.1)
26.8 207.2 234.0

End of year at cost less provisions

The investments in subsidiary undertakings at 31 December 2003 are stated net of provisions of £24.7m (2002: €24.7m). Principal subsidiary undertakings

are listed in Note 28.

Consolidated

2003 2002

10 Stocks £m £m

Raw materials and consumables 16.6 17.5

Work-in-progress 6.8 2.7

Finished goods and goods for resale 192.2 197.3

2156 217.5

Bunzl plc Consolidated

2002 2002

2003 “Restated 2003 “Restated

11 Debtors £m £m £m £m

Trade debtors - - 296.8 286.6
Amounts owed by subsidiary undertakings 394.4 434.1

Other debtors 91 17.3 46.8 53.9

Prepayments and accrued income 1.6 1.2 23.6 23.4

Corporate taxes o - - 1.4 4.0

405.1 452.6 368.6 367.9

* Restated on adoption of FRS17 ‘Retirement Bensfits'.

18 Bunzl ple




Consolidated

2003 2002
12 Investments held as current assets £m £m
Short term deposits repayable on demand 32.0 3.2
Short term deposits not repayable on demand 79.3 137.5
111.3 140.7
Bunzl plc ___Consolidated
2003 2002 2003 2002
13 Creditors : £m £m £m £m
Amounts falling due within one year
Loans - - 17.4 0.7
Overdrafts . - - 20.5 355
Obligations under finance leases - - 0.1 0.2
Trade creditors 0.6 .9 246.5 227.3
Amcunts owed to subsidiary undertakings 24.6 25.0
Dividends propoesed 54.4 52.3 54.4 52.3
Corporate taxes 8.4 9.0 48.6 40.2
Cther taxation and social security contributions 0.4 0.4 6.4 5.7
Other creditors - - 291 241
Accruals and deferred income 7.3 7.5 76.1 85.4
95.7 95.1 4991 471.4
Bunzl plc __ Consolidated
2003 2002 2003 2002
14 Creditors £m £m £m £m
Amounts falling due after more than one year
Loans 1.0 1.2 217.2 261.7
Obligations under finance leasses - - 0.1 0.1
Accruals and deferred income - - 2.9 3.5
1.0 1.2 220.2 2653

15 Financial instruments

An explanation of the Group’s treasury policies, controls and strategies is included in the Financial Review on pages 20 and 21 of the Annual Review
and Summary Financial Statement. Short term debtors and creditors are excluded frem the following disclosures, as permitted by FRS13
‘Derivatives and Other Financial Instruments: Disclosures’.

Interest rate risk profite of financial assets and liabilities

The Group's financial assets consist of cash at bank and in hand, and short term cash deposits repayable and not repayable on demand, together with
other unlisted investments. Interast rates on short term cash deposits not repayable on demand are mainly set with reference to LIBID for periods
ranging from one day to three months. Financial assets at 31 December 2003 were £164.9m (2002: £207.3m) of which 62% (2002: 71%) were
denominated in sterling, 14% (2002 19%) were denominated in US doliars and 8% (2002: 6%) were denominated in euros.

The majority of the Group's financial iabilities are at floating rates of interest set with reference to LIBOR for periods ranging from cne day to three

months, During the year an average of 66% (2002: 82%) of forecast nat debt was protectad from adverse movemerits in interest rates with fixed rate
debt and interast rate caps for an average period of 19 months (2002: 19 months).
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Notes to the financial statements continued

15 Financial instruments continued

After taking intc account interest rate swaps, the interest rate and currency profie of the Group’s financial liabilities at 31 December was:

Floating rate Fixed rate Total  Floating rate Fixed rate Total
2003 2003 2003 2002 2002 2002
£m £m £m £m £m £m
Sterling 151 - 1541 25.1 - 25.1
US dallar 207.0 279 234.9 2355 31.1 266.6
Other 5.3 - 5.3 6.5 - 6.5
227.4 27.9 255.3 267.1 311 298.2
Fixed rate financial liabffties have an interest rate of 6.4% (2002; 6.4%) and a period of 30 months (2002: 42 months) until maturity.
Fair values of financia! assets and liabilities
The fair values of financial assets and liabilities at 31 December were:
Book value Fair value Book value Fair value
2003 2003 2002 2002
£m £m £m £m
Frimary financial instruments issued to finance the Group'’s operations:
US dollar Bond {125.7) (141.3) (139.8} {160.2}
Derivative financial instruments held to manage the interest rate profile:
interest rate derivatives - 12.8 - 16.7

Fair values have been calculated by discounting cash flows at the prevailing interast rates. Fair values of other financial assets and liabilities are not
significantly different to book values, Details of the US doftar Bond can be found in the Financial Review on pages 20 and 21 of the Annual Review and

Summary Financial Statement.

Maturity of financial liabilities
The maturity of financial liabilities at 31 December was:

Bunzl pic Comso\idat(_a__q
2003 2002 2003 2002
£m £m £m £m
Within one year - - 38.0 36.4
After one year but within two years - - 46.5 15.5
After two years but within five years 1.0 1.2 120.4 152.9
After five years L - - 50.4 93.4
1.0 1.2 255.3 298.2

At 31 December loans amounting to £1.3m (2002: £1.5m) were secured by either fixed or floating charges on various assets of the relevant

companies. The Group's available undrawn committed facllities at 31 December wers:

2003 2002
£m £m
Expiring within one year 53.3 121.1
Expiring after one year but within twa years 291 0.5
Expiring after two years o 1382 728
217.6 194.5
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Bunzl ple

Consolidated

2002 2002
2003 ‘Restated 2003 “Restated
16 Provisions for liabilities and charges £m £m £m £m
Discontinued operations 14 1.4 1.4 1.8
Deferred taxation (Note 18) 2.4 {3.6) 16.8 21.4
Other 1.1 2.2 23.4 19.9
0.1 - 41.6 43.1
Consclidated
Discontinued Deferred

cperations taxation Other Total
£m £m £m £m

Movements
Beginning of year as previously reported 1.8 32.6 18.9 54.3
Pricr year adjustment {adoption of FRS17) {11.2) {11.2)
Beginning of year restated 1.8 21.4 19.9 43.1
Charge - 3.9 4.3 8.2
Acguisitions - 0.3) 4.5 4.2
Utilised {0.3) - (5.0 (5.3)
Transfer ) : (7. 1) (7.1}
Currency transiation on (1.1} {0.3) (1.5
End of year 14 16.8 23.4 141.6

Other provisions relate primarity to vacant properties, workers' compensation claims, legal claims and environmental clean up costs and are expected
to be utifised in the near future.

2003 2002
17 Share capital £m Zm
Authorised: 680 million (2002: 680 million} ordinary shares of 25p each 170.0 170.0
Issued and fully paid ordinary shares of 25p each 1121 116.8
Number of ordinary shares in issue
Beginning of year 467,024,892 463,852,138
Issued during year following option exercises 2,580,559 3,142,754
Purchase of own shares . - (21,261,000} -
End of year 448,344,451 467,024,892

The number of shares in issue at 31 December 2003 reflects the cancellation of shares following the share buy back. During the year, 21.3m
ardinary shares with a nominal value of £5.3m were purchased, at a cost of £92.2m (including expenses). These sharas have been cancelled and the
nominat value of the shares transferred 10 a capital redemption reserve {Note 18). This represents 4.6% of the number of ordinary shares in issue

at the beginning of the year.

" Restated on adoption of FRS17 ‘Hetirement Benefits’.
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17 Share capital continued

Details of share options granted and exercised during 2003 and those outstanding at 31 December 2003, in each case in respect of options over
new issue shares, under the Company’s Sharesave Scheme (1991), Sharesave Scherme (2001), Internaticnal Sharesave Plan, Executive Share
Option Scheme (No.2) and 1994 Executive Share Option Scheme are set out in the following table:

Options outstanding

2003 Grants 2003 Exercises at 31.12.03

Number Price (p) Number Price {p) Number Price ()

Sharesave Scheme {1991) 763,606 160 ~ 308 964,508 160 — 365
Sharesave Scheme (2001) 1,548,660 206 — 358 10,769 296 — 389 2,211,424 206 - 389
Internaticnal Sharesave Plan 112,431 296 - 148,948 296 —~ 389
Executive Scheme (No.2) 171,970 126 - 169 115,278 144 - 169
1994 Executive Scheme - 2,530,250 372 — 449 1,264,812 212 — 461 10,688,128 212 - 461

4,191,341 2,211,157 14,122,376

The outstanding options are exercisable at various dates up to October 2013. Although nat reflected in these financial statements, for the year ended
31 December 2003 the fair value charge of share options issued by the Company on or prior to the year end would have been £3.4m (2002: £3.1m).

Share Capitat Profit and
oremium redemption Revaluation loss account
account reserve reserve “Restated

18 Movements on reserves £m £m £m £m
Consolidated:

Beginning of year as previously reported 773 1.5 348.4
Pricr year agjustment (adoption of FRS17) (68.8)
Beginning of year restated 7.3 1.5 279.6
Premium on exercise of options 6.5 {0.1)
Purchase of own shares 5.3 (92.2)
Currency translation 0.2} (1.3)
Actuarial gain on pension schames 0.9
Deferred taxation on actuarial gain on pension schemes 0.4
Retained profit for the financial year 70.2
End of year 83.8 5.3 1.3 256.7

At 31 December 2003 the cumulative amount of goodwill written off to reserves in respect of acquisitions made prior to 1 January 1998, net of goodwill
attributable to subsidiary undertakings disposed of, was £287.9m (2002: £287.9m). Currency gains of £2.8m (2002: £9.0m) relating to forward
foreign currency excnange contracts and borrowings to finance investment overseas have been included within the currency translation movement

in the profit and loss account reserve.

Included within the profit and loss reserve is £40.8m {2002: £43.7mj in respect of pension scheme deficits net of deferred taxation (Note 22).

" Restated on adoption of FRS17 ‘Retirement Benefits’,
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18 Movements on reserves continued

Share Capital Profit and
premium  redemption Special  loss account
account rgserve reserve "Restated

£m £m m £m
Bunzl plc: _
Beginning of year as previocusly reported 773 80.9 413.7
Prior year adjustment {adoption of FRS17) _[203)
Beginning of year restated 773 20.9 383.2
Premium on exercise of options 6.5
FPurchase of own shares 5.3 (52.2;
Retained loss for the financial year 48.7)
Transfer o - (80.9) 90.9
End of year 83.8 53 - 343.2

As permitted by Section 230 of the Companies Act 1985, the profit and loss account of the Company has not been separately presented in these
financial statements. The profit attributable to shareholders inciuded in the accounts of the Company is £5.7m {2002: £83.5m").

The special reserve arcse from the reduction and subsequent cancellation of the share premium account in 1887 and 1988 respectively. During 2003
the remaining balance of £90.9m was transferred 10 the profit and 10ss reserve.

Bunzl ple Consclidated
2002 2002
2003 *Restated 2003 "Restated
19 Deferred taxation £m £m £m £m
Accelerated capital allowances - - 11.9 11.3
Other timing differences 24) (3.6) 4.9 104
(2.4) (3.6) 16.8 21.4

The potential liability for deferred taxation not provided above is:
capital gains on disposal of properties - - 1.3 0.9
- - 1.3 0.9

Deferred taxation has been accounted for in respect of future remittances of the accumulated reserves of overseas subsidiary undertakings only to
the extent that such distributions are accrued as receivable. NG provision has been made for potential corporate taxation on the unrealised revaluation
surpluses in respect of properties which are expected to be held for the foreseesable future. A deferred taxation asset of £33.9m (2002: £33.9m) has
not been recognised in respect of capital losses as the realisation of this deferred taxation asset s not considared likely.

~ Restated on adoption of FRS17 ‘Ratirement Benefits'
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Notes to the financial statements continued

Bunzl plc Consolidated

) 2003 2002 2003 2002

20 Contingent liabilities £m £m £m £m
Bank guarantees 2293 261.9 4.4 1.3
Other items - - 3.0 8.6
229.3 261.9 7.4 9.9

The bank guarantees of the Company are guarantees provided on behalf of subsidiary undertakings. Other items principally comprise trade and
other guarantees.

Ordinary shares

21 Directors’ ordinary share interests 31.12.03 1.1.031
The interests of the directors at 31 December in the share capital of the Company

according to the register of directors’ interests were:

Ordinary shares

A J Habgood 333,100 253,630
A P Dyer 47,774 47,774
D M Williams 118,597 115,471
S G Willams 5,862 5,707
P Heiden 3,000 3,000
P G Lorenzini 1,105,742 1,093,858
J F Harris 3,187 3,103
C A Banks 5,000 5,000
M J Roney 5,000 -

1,627,262 1,507,543

T Or date of appointment {if latar),

The share interests shown above include the non-beneficial interests of Mr A J Habgood in 34,800 crdinary shares, Mr D M Williams in 15,334
ordinary shares, Mr P G Lorenzini in 200,000 ordinary shares and Mr P Heiden in 3,000 ordinary shares. Details of directors’ options over ordinary
shares and awards made under the Company’s Long Term Incentive Plan and Deferred Annual Share Bonus Scheme are set out in the Directors’
Remuneration Report on pages 32 to 37, Since 31 Decamber 2003 Mr D M Williams, Mr S G Williams, Mr P G Lorenzini and Mr J F Harris have
acquired interests in 1,060; 52; 3,919 and 28 ordinary shares respectively as a resuit of their electing to participate in the dividend reinvestment
plan in respect of the interim dividend which was paid on 2 January 2004 and Mr P G Lorenzini has acquired an interest in 1,675 ordinary shares
{in the form of 315 American Depositary Receipts) pursuant to the Company’s US Stock Purchase Plan and dividend reinvestment plan. No other
changes to the directors’ ordinary share interests shown in this Note and the Directors' Remuneration Report on pages 32 to 37 have taken place
between 31 December 2003 and 23 February 2004.
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22 Pensions

The Group operates both defined enefit and defined contribution pension schemes. The funds of the principal schemes are administered by

rustees and are held independently from the Group, Pension costs of defined benefit schermes are assessed in accordance with the advice of independent
professionally qualified actuaries. Full triennial actuarial valuations were carried out on the principal European defined benefit schemes in April 2003
and annual actuarial valuations are performed on the principal US defined benefit schemes. Contributions to ali schemes are determinad in tine
with actuarial advice, local conditions and practices. The most recent actuarial valuations have incorporated the requirements of FRS17 ‘Retirement
Bensfits’ in assessing scheme liabilities at 31 December. Scheme assets for the purpose of FRS17 are stated at their market vaiue at 31 December.

The Group accounts for pension costs in accordance with FRS17. As the Company is unable to identify its share of the scheme assets and liabilities
on a consistent and reasonable basis, the Company treats contributions to defined benefit schemes as if they were contributions to a defined contribution
scheme in accordance with the exemption permitted by FRS17. The Group operates other schemes overseas in accordance with local practice and
legislation. Some of these schemes are externally funded, while others are internally funded.

The amounts included in the financial statements are as follows:

2002
2003 "Restated
Amounts charged to operating profit £m £m
Defined contribution schemes 8.0 7.4
Defined benefit schemes:
Service cost ~ continuing operations 7.0 8.9
Service cost — discontinued operations - 1.0
Past service cost - 1.7
Settlement {1.3) -
Total operating charge 3 } - N i 137 19.0
Amounts included as cther finance costs/(income)
Expected return on scheme assets (12.7) {15.0
Interest on scheme liabiiities 14.8 14.4
Net financial return - ) § 2 o0y
15.8 8.4
2003 2002
Amounts recognised in the statement of total recognised gains and losses £m m
Actual return less expected return on scheme assets 24.8 (42.2)
Experience loss on scheme liabilities (7.4} 6.7)
Impact of changes in assumptions relating to the present. @?.E’f scher*n_ejje«itﬂ[tie.hs o N _ o o (1 6.5} 4 5._4)
Actuarial gain/{loss) 0.9 {64.3)
" Restated on adoption of FRS17 'Retirement Benefits'.

Hangd ke 25




Notes to the financial statements continued

22 Pensions continued
The principal assumptions used by the independent qualified actuaries for the purposes of FRS17 were:

Eurcpe us

2003 2002 2001 2003 2002 2001

Rate of increase in salaries 3.75% 3.25% 35% 5.0% 4.0% 5.0%
Rate of increase in pensions 2.75% 2.25% 2.5% - - -
Discount rate’ 5.5% 5.5% 6.0% 6.25% 6.75% 7.75%
Inflation rate 2.75% 2.25% 2.5% 2.5% 2.5% 3.5%

The assumptions used by the actuaries are the best estimates chosen from a range of possible actuarial assumptions which, due to the timescale
covared, may not necessarfy be borre out in practice.

The market value of the scheme assets, which are not intended to be realised in the short term and may be subject to significant change before they
are realised, and the present value of the scheme fiabilities, which are derived from cash flow projections over long periods and are therefore inherently
uncertain, are:

Europe us Total
2003 2003 2003
Long term Value Lang term Value Value
rate of raturn £m  rate of return £m £m
Equities 7.3% 114.4 9.7% 421 156.5
Bonds 52% 48.8 5.6% 18.3 65.1
Other 3.8% 4.9 - 4.9
Total market value 168.1 58.4 226.5
Present value of scheme liabilities N e {216.2) {69.4) (285.6)
Deficit (48.1) (11.0) (59.1)
Deferred taxation 14.4 39 18.3
Fension liabilities (33.7) {7.1) (40.8)
Eurcpe us Total
2002 2002 2002
Long term Valug Long term Valus Value
rate of return £m  rate of retumn £m m
Equities 7.0% 94.4 9.7% 34.9 129.3
Bonds 4.5% 32.3 5.7% 15.9 48.2
Other _ 4.0% 15.7 4.3% o] 158
Total market value 142.4 50.9 183.3
Present value of scheme liabilities (189.5) 67.3) [266.8)
Deficit 47.1) (168.4) (63.5)
Deferred taxation o 14.1 5.7 198
Pension liabilities (33.0) (10.7} {43.7)
Europe us
2001 2001
Long term Value L.ong term Value
rate of retum Em  rate of return om
Equities 7.5% 1109 10.4% 37.1
Bonds 5.0% 331 6.4% 14.2
Other B e A0% 08 _55% 1.8
Total market value i44.8 529
Present value of schame Habilities g8ty pr.7
Deficit i163.8) 8.8
Deferred taxalion o , S« e S 3.1 ;
Pension liabikfties (11.8; 5.7
- -
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22 Pensions continued

2003 2002
Movement in deficit during the year £m £m
Beginning of year (63.5) {(25.6}
Current service cost (7.0) 9.9
Contributions 9.9 321
Past service cost - (1.7)
Settlement 1.3 -
Curtailment - 4.1
Net financial return (2.1} 0.6
Actuarial gain/{loss) 0.9 {84.3)
Currency franstation 1.4 1.2
End of year (59.1) (63.5)
% of scheme 2003 % of scheme 2002
Experience gains and losses assets/liabilities £m assets/liablliies £m
Difference between actual and expected return on scheme assets 11 24.8 (22) {42.2)
Experience loss on scheme liakilities 3) {7.4) (3 6.7}
Amount recognised in the statement of total recognised gains and losses 0 0.9 (25) 64.3)
2003 2003 2002 2002
23 Directors and employees Year end Average Year end Average
The number of perscns employed by the Group at 31 December
and the average number employed during the year were:
Continuing operations
Outsourcing Services 7,136 7,154 7,064 6,503
Filtrona 4,846 4,839 4722 4,782
Corporate activities 61 62 83 62
12,043 12,055 11,849 11,857
Discontinued operations - - - 501
12,043 12,055 11,849 12,158
Continuing Continuing  Discontinued
operations and operations operations Total
Jotal 2002 2002 2002
2003 ‘Restated *Restated “Restated
£m m £m £m
Consolidated:
Employee costs
Wages and salaries 278.5 275.1 11.4 286.5
Social security costs 28.0 23.0 1.0 24.0
Pension costs (Note 22} 13.7 18.0 1o 1_99
320.2 316.1 13.4 329.5
2003 2002
£m £m
Total emoluments of the directors of the Company were:
Non-executive directors 0.3 0.3
Executive directors:
remuneration excluding performance related elemeants 2.3 2z
gnnual cashborws 0.9 0.9
3.5 3.4

Mure detailed information concerning directors’ emoluments and long term incantives is set out in the Directors’ Remuneration Report on pages 32

to 37. The aggregate amount of gains made by directors on the exercise of share options during the year was £260.744 (2002 0723,329).

- Restated on adoption of FRS17 'Retirement Benefits',
-
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Land and Land and
buildings Other buildings Other
2003 2003 2002 2002
24 Operating lease commitments £m £m £m £m
At 31 December the Group had the following annual commitments
under non-cancellable cperating leases:
expiring within one year 2.8 3.3 55 3.8
expiring between one and five years 11.9 8.1 9.1 5.5
expiring after five years 8.8 0.2 10.1 0.3
23.5 11.6 24.7 9.6
Consdlidated
2002
2003 *Restated
25 Reconciliation of operating profit to net cash inflow from operating activities £m £m
Operating profit 196.4 196.4
Adjustments for non-cash itemg: ]
depreciation 32.5 334
goodwill amortisation 17.7 16.1
other 1.0 1.4
Working capital movement:
stocks 31 {4.9)
debtors (4.6) {8.8)
creditors 194 14.5
Special pension contribution - (20.0
Employee benefit trust shares (8.8) 6.3
Other cash movements (6.3) (2.8)
Net cash inflow from operating activities 250.4 216.4
Exchange
1.1.03 Cash flow  movements 31.12.03
26 Analysis of net debt £m £m £m £m
Casgh at bank and in hand 51.5 4.1 0.1 47.5
Short term depaesits repayable on demand 3.2 28.6 0.2 32.0
Overdrafts {35.5) 14.7 0.3 (20.5)
Cash 19.2 36.2 0.6 53.0
Debt due within one year 0.7) (8.3 2.4 (17.4}
Delbst due after one year (261.7) 211 234 {217.2}
FINANCEIBASES e v e 0.3) 0. e 02)
(262.7) 12.9 15.0 (234.8)
Short term deposits not rgpayable on demand 137.5 (57.4) 0.8} 79.3
Net debt {106.0% {5.3) 148 {96.5)

" Restated on adoption of FRS17 ‘Retirement Benefits’.
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27 Acquisitions
The principal acquisitions made during the year were Enterprise acquired in February. Fibertec and MultiLine both acquired in October and O'Mahony and
Prolix both acquired in December.

Acquisitions have been accounted for under the acguisition method of accounting and contributed £0.7m to operating profit in 2003.

On acquisition the assets and liabilities of the businesses acquired were adjusted to reflect their fair values to the Group. The fair value adjustments
are provisional and will be finalised in the 2004 financial statements.
Provisional fair value adjustments

Congistency of Fair value of
Book value at accounting assets
acquisition  Revaluation policy Other acquired
£m £m £m £m £m
A summary of the effect of acquisitions is detailed below:
Tangible fixed assets 8.3 (1.1 52
Stocks 10.3 (1.1 8.2
Debtors 12.5 {0.2) 12.3
Creditors 6.1) (0.5) (9.6)
Net bank overdrafts 1.1} (1.1
Provisions for liabilities and charges - (4.5) (4.5
Deferred taxation - 0.3 0.3
Taxation 0.1} {0.1) 0.2)
18.8 (2.9) (4.2 0.1} 1.6
Goodwill - e 3.5
Consideration Al
Satisfied by:
Cash consideration 35.0
Deferred consideration N 01
o 351
The net cash outflow in the period in respect of acquisitions comprised:
Cash consideration 35.0
Net bank overdrafts acquired 1.1
Net cash outflow in respect of acquisitions 36.1

The principal fair value adjustments are as follows:

The adjustments to tangible fixed assets, stocks, debtors and creditors reflect their estimated realisable value,

The adjustment to provisions for liabilities and charges includes amounts relating to the reassassiment of potential liabilities that were not fully recognised
on acquisition,

The adjustment to deferred taxation reflects the recognition of a deferred taxation asset for anticipated relief on fair value adjustments.
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Country of
28 Principal subsidiary undertakings incorporation
Qutsourcing Setvices
Bunzl Cutsourcing Services UK Ltd
Bunzl Australia Ltd Australia
Bunzl Distribution USA Inc USA

Bunzl Qutsourcing Services BV Holland
Bunzl Verpackungen GmbH & Co KG Germany
Filtrona
Filtrona Fitter GmbH Germany
Filtrona International Ltd*
Filtrona United Kingdom Ltd
Filtraona Holdings Corp USA
Filtrona ltalia SpA taly
Bunzl Plastics Inc USA
Bunzl Plastics Lid*

Brazil

Globalpack Industria e Comércio Litda

Corporate activities

Bunzl Finance plc*

Bunzl USA Holdings Corp USA

The companies named above are the principai subsidiary undertakings of Bunzl pic at 31 December 2003 and are included in the consclidated financial
statements of the Group. They are wholly owned and, unless otherwisa stated, are incorporated in England and Wales. The investments in these
companies, as shown above, relate to ordinary shares or common stock. The principal country in which each company cperates is the country of
incorporation. The principal activities of the business areas are reviewed on the insids front cover of the Annual Review and Summary Financial Statement.

* Direct subsidiary undertakings of Bunz! plc.

30 Sl phe




Statement of directors’ responsibilities

Company law requires the directors
to prepare financial statements for
each financial year which give a
true and fair view of the state of
affairs of the Company and the
Group and of the profit or loss

for that period. In preparing those
financial statements, the directors
are required to:

¢ select suitable accounting
policies and then apply
them consistently;

¢ make judgements and estimates
that are reasonable and prudent;

» state whether applicable
accounting standards have
been followed, subject to any
material departures disclosed
and explained in the financial
statements; and

» prepare the financial statements
on the going concern basis
unless it is inappropriate to
presume that the Compary
and the Group will continue
in businass.

The directors are responsible for
keeping proper accounting records

which disclose with reasonable
accuracy at any time the financial
position of the Company and to
enable them to ensure that the
financial statements comply
with the Companies Act 1985,
They have general responsibility
for taking such steps as are
reascnably open to them to
safeguard the assets of the
Group and to prevent and detect
fraud and other irregularities.

Independent auditors’ report to the members of Bunzl plc

We have audited the financial
statements on pages & to 30. We
have alsc audited the information
in the Directors' Remuneration
Report that is described as having
been audited,

This report is made solely to the
Company's members, as a body,
in accordance with Section 235

of the Companies Act 1985, Our
audit work has been undertaken
so that we might state 1o the
Company’s members those
matters we are reguired to state
to them in an auditors’ report and
for no other purpose. To the fullest
extent permitted by law, we do not
accept or assume responsilility to
anyone other than the Company and
the Company's members as a body,
for our audit work, for this report, or
for the opinions we have formed.

Respective responsibilities

of directors and auditors

The directors are responsible for
preparing the financial stataments
and the Birectors’ Remuneration
Report. As described above,
this includes responsibility for
preparing the financial statements
in accordance with applicable
United Kingdom law and
accounting standards. Our
responsitilities, as independant
auditors, arg established in the
United Kingdom by statute, the
Auditing Practices Board, the

Listing Rules of the Financiai
Services Autherity 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 whether
the financial statements and the
part of the Directors’ Remuneration
Report te be audited have been
properly prepared in accordance
with the Companies Act 1985.

We also report to you If, in our
opinion, the Directors’ Report is
not consistent with the financial
staternents, if the Company

has not kept proper accounting
records, if we have not recsived

all the information and explanations
we reguire for our audit or if
information specified by law
regarding directors' remunération
and transactions with the Group

is not disclosed.

We review whether the statement
on page 2 reflects the Company's
compliance with the seven
provisions of the Combinad Codle
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 contrals, or form an
opinicn on the effectivensass of the
Group's corporate governance
procedures or its risk and

control procedures. .

We read the other infarmation
centained in the financial statements,
including the corporate governance
statement and the unaudited part
of the Directors’ Remuneration
Report, and consider whether

it is consistent with the audited
financial statements. We consider
the implications for our report

if we hecome aware of any
apparent misstatements or
material inconsistencies with

the financial statements.

Basis of audit opinion

We conducted our audit in
accerdance 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 and the part of the
Directors' Remuneration Report
t0 be audited. 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 Group's
circumstances, consistently
applied and adequately disclosed.

We planned and performed

our audit 30 as to obtain all the
information and explanations
which we considered nacassary
in order to provide us with sufficient

evidence to give reasonable
assurance that the financial
staterments and the part of the
Directors’ Remuneration Report to
be audited 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 and the part
of the Directors’ Remunegration
Report to be audited.

Opinion
In our opmicn:

* the financial statemeants give a
frue and fair view of the state of
affairs of the Company and the
Group as at 31 December 2003
and of the profit of the Group
for the year then ended; and

= the financial statements and
the part of the Directors’
Remuneration Report to be
audited have been properly
prepared in accordance with

PMG Audit PIc AL
Chartered Accountants
Registered Auditor
London

23 February 2004
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Directors’ remuneration report

Terms of reference of the
Remuneration Committee

The terms of reference of the
Remuneration Committee {'the
Committee’), as approved by the
Board, embody the purpose of the
Committee as ensuring that the
Company’s executive directors
and senior executives are properly
incentivised and fairty rewarded
for their individual contributions

to the Group's overall performance
having due regard to the interests
of the shareholders and 10 the
financial and commercial health
of the Group.

Membership

All members of the Committee,
who are identified on pages 18
and 12 of the Annual Revisw and
Summary Financial Statement,
are independent non-executive
directors. The Committes is
chaired by Mr C A Banks. Members
of the Committee do not have
any personal financiat interest
{other than as sharehclders) in
matters decided by the Committee,
nor do they have any potential
conflict of interest arising from
cross-directorships or day-to-day
involvement in running the Group's
business. The Committee mests
at Isast three times during the
year and at other times as may
ne required. While the Chairman
of the Company, Mr A J Habgood,
is not a member of the Committee,
he normally attends mestings
except when the Committeg

is considering matters
concerning himself.

Audit

The directors’ remuneration in 2003
and the details of the directors’
interests in the Company's ordinary
shares disclosed on pages 33

1o 37 have been audited by

the Company’s independent
axtarnal auditor.

Remuneration policy

The Company’s current
remuneration policy for 2004 and
eyond is designed to help ensure
the recruitment, retention and
motivation of the executive directors
by providing fair reward for the
responsibilities they undertake and

32 Bund pic

the performance they achieve

on behalf of shareholders. In this
context, the Committse’s palicy
is to set the overall remuneration
package at a competitive levet and
in a farm that permits significant
additional remuneration to be
earned for high performance over
a sustained period. This is normally
achieved by benchrmarking base
pay against comparator companies
and a range of factors, including
performance (see below), and

by providing, in addition, short

and long term incentives geared
to performance.

in assessing the balancs

of performance related and
non-performance related elements
of remuneration, base pay

and benefits are treated as
non-performance related, whereas
annual bonus (including awards
under the Deferred Annual Share
Bonus Schems) {the ‘DASES"
and long term incentives are
treated as performance related.
For this purpose, share options
are valued at one third of thelr face
value on grant. On this basis, the
Committee sets the remuneration
package such that at least half
the total target remuneration
package is derived from the
performance related elements.

Both the overall competitivenaess
of the remuneration package and
the balance between performance
and non-performance related
elements are kept under reguiar
review in the light of market
practice and the needs of the
Company. The Committee
commissions reports and receives
advice on directors' remuneration
from independent remuneration
and benefits consultants, namely
Maonks Partnership and New
Bridge Street Consultants, who
may from time to time also provide
other services to the Company on
remuneration and benefit matters
that are not the subjsct of review
by the Committee. New Bridge
Street Consuttants have been
commissioned by the Committee
to provide advice regarding the
structure of a new executive long
term incentive scheme to replace

the 1294 Executive Share option
Scheme (the ‘1994 Scheme’)
and the Long Term Incentive Plan
{the ‘LTIF’). Further details of the
remuneration policy and how

it is currently appfied to the
various aspects of remuneraticn
is provided in the relevant
saections below,

With regard to extarnal pay survey
data, the Committee reviews each
year, prior 1o the annual review
of base pay in January, information
on remuneration and benefit levels
based on an external survey
conducted on its behaif by Monks
Partnership. The Committes seaks
to maintain, wherever possible,

a consistent and appropriate basis
for comparison year-on-year in
terms of the survey methodology
and, in particular, the use of
comparator groups on which

the survey is based. There are
three comparator groups that the
Committee uses. These are related
to sales, profit before tax and
market capitalisation. In each
case the comparator group consists
of 20 non-financial UK based
companies that have substantial
operations overseas. 10 of the
companies in each comparator
group are the next highest and
10 are the next lowest compared
to Bunzl. The results from each of
the comparator groups are blended
by Monks Partnership to provide
an overall assessed market position
as at 1 January of the year of the
review. Neither Monks Partnership
nor New Bridge Street Consultants
provide specific recommendations
to the Committee on remuneration
or benefit levels for the executive
directors. The Committes doas,
however, review survey information
provided by them in the light of its
established remuneration policy
before making its decisions.

All decisions of the Comimittee
were implemented in fuli.

Base pay

The base pay of each executive
director is set to reflact the size
and scope of that director's
responsibilities undertaken on
behalf of the Board, the level
of overall performance achieved

and experience in the post. As
stated above, it is benchmarked
against comparator comganies
and the actual pay level is set after
taking account of performance,
relevant external survey data and
the general moverment of base
pay within the Group.

Annual bonus plan

The executive directors participate
in an annual bonus plan intended
to support the Company’s overall
remuneration policy. The bonus
plan for each executive director
containg meaningful targets that
seek to focus attention on one
or two key measures of short

to madium term achievement.

In 2003, the target for the annual
bonus for the UK executive
directors was linked to the Group’s
achievement of earmings per share
after centain spacified adjustments
('eps”). Detailed terms of the plan
were determined by the Committes
and provided for a bonus to be
awarded if tha Group achieved,
in 2003, a threshold eps level.
No bonus was to be awarded
for eps achievement below the
threshold level. The bonus plan
provided for an increase in the
banus award pro rata for eps
achievement above the thrashold
up to a target level of eps and for
above target achievement. Half of
this annual bonus is normally paid
in cash to a maximum levet of
65% of annual base pay and the
balance (but with the total
aggregate amount capped at
100% of base pay) is deferred
under the rules of the DASBS,
details of which are sst out below.
For Mr P G Lorenzini, the bonus
plan was based on the profit
and return on average capital
employed achieved in the business
for which he is directly responsible
with a maximum of 70% of annual
base pay. Borwus awards are

not penstonable.

Under the DASES, eligible
executives, Including the UK
executive directors, receive the
deferred element of their annuat
bonus as an award of ordinary
shares. The ordinary shares are

purchased in the market and
-




deposited with the Bunzl Group
General Employee Benefit Trust
(the ‘Trust’) until 1 March in the
third year after the year in which
the award is mades, following which
they are transferred to the executive
provided normally that the executive
has remained in the employment
of the Group throughout that period
or until their normal retirement
date. The DASBS forms a part
of the annual bonus plan so as to
provide, in total, an annual bonus
cpportunity linked to the overall
performance of the Group, with

a significant portion of any bonus
award held in shares for a three
year period. The Committee
believes this supports the overall
remuneration policy and contributes
to the alignment of executives” and
shareholders’ interests. In 2003,
an award of 59,703 shares

was made in respeact of 2002 to

Mr A J Habgood (2002 in respect of
2001: 45,081 shares) and an award
of 32,284 shares was made to
Mr D M Williams (2002 in respect
of 2001: 24,578 shares). In both
cases the shares awarded in 2003
will transfer to Mr A J Habgooed
and Mr [ M Williams respectively
on 1 March 20086, subject to the
rules of the DASBS,

The Committee also reviews
and authorises the outline
structure of annual bonus plans
for other senior executives within
the Group. These plans are
based on performance targets
relevant 1o individual businesses
or areas of responsibility and are
compalibte with the principles
of the bonus plans approved
for the executive directors.

Share based incentives

The Committee believes that

the long term performance of the
Group is an important consideration
for shareholders and that share
based incentives are an important
part of helping to align the interests
of shareholders and those employed
by the Group. The Committee
welcomes the fact that each of

the executive directors currently
has a meaningful holding of
Burzl shares.

The Group operates an Executive
Share Option Scheme under which
the executive directors and other
senior executives in the Group

may be granted options over
Bunz! shares.

The 1984 Scheme replaced the
Executive Share Option Scheme
{No.2) {the ‘No.2 Scheme’), which
expired in 1994, and was approved
by shareholders at the 1994
Annual Genera! Mesting. The
1994 Scheme is consistent with
principles expressed in guidelines
issued, at the time of its approval,
by bodies representing institutional
investors. In particular a Group
performance condition, determinec
by the Committee, has to be
satisfied before options may
normally be exercised.

Options granted to date under
the 1994 Scheme may normally
only be exercised if, during any
three consecutive financial years
since the option was granted,
the increase in the adjusted
earnings per share of the Group
is equal to or greater than the
increase in the Retail Prices Index
over that period, plus 6%. This
condition, which was approved
by shareholders at the time the
1694 Scheme was adopted, has
been satisfied in respect of options
granted prior to 2002 under the
1994 Scheme.

The grant of executive share options
is made on a discreticnary basis,
taking account of each executive’s
performance and job responsibilities.
In normal circumstances options
granted are exercisable, subject

to satisfaction of the relsvant
performance condition as referred
to above, not earlier than three
years and not later than 10 years
after the date of grant, Options
were granted to the UK executive
directors in February and August
2003 in respect of market
purchased shares that are

feld through the Trust.

As the 1994 Scheme is due
to expirs in 2004, the Committee
15 currently consulting sharehoiders

regarding the adoption of a new
executive long term incentive
plan. Shareholders will be asked
to approve this new Plan at the
2004 Annual General Meeting.
The notice convening the Meeting
is set out in & separate letter from
the Chairman to shareholders which
gives further details concerning
the proposed executive fong

term incentive plan.

The Sharesave Scheme {2001)
replaced the Sharesave Scheme
{1991}, which expired in 2001,
{together the ‘Sharesave Schemes’)
and was approved by shareholders

at the 2001 Annual General Mesting.

The Sharesave Schemes are
approved by the Inland Revenue
and are opsn to all UK employees,
inctuding executive directors, who
have complated at least one year
of continuous service. They are
linked to a contract for monthiy
savings of up to £2580 per month
over a period of aither three or

five years, Under the Sharesave
Schermes options are granted

10 participating employees at

a discounit of up to 20% to the
market price prevailing on the day
immediately preceding the date

of invitation to apply for the option.
Options are normally exercisable
either three or five years after
they have been granted.

The Group infroduced, with effect
from 1 January 2000, the Bunzl
Empiloyee Stock Purchase Plan
(US] following approval given at
an Extraordinary General Meeting
of shareholders held on 5 October
1999, This Plan provides an
opportunity for Bunzl Group
employees in the US, including
Mr P G Lerenzin, to purchase Bunzl
shares in the form of American
Depositary Receipts (ADHs") at a
15% discount to the market price,
up o an annual maximum of 10%
of rermuneration or $25,000 worth
of ADRs, whichever is lower. The
purchase of the ADRs is funded
by aftor-tax payrell deductions from
the employee with the emploving
company contributing the

15% discount.

Based on the authority obtained at
the 2001 Annual General Mesting,
the Company introduced the
International Sharesave Plan during
2002. This operates on a similar
basis to the Sharesave Scheme
{2001} except that options are
normally exercisable three years
after they have been granted.
Noene of the executive directors are
eligible to participate in this Plan,
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Directors’ remuneration report continued

The table below shows the number of options held by the directors at 31 December 2003, lapsed options and cplticns granted to and exercised by
the directors during 2003 under the No.2 Schame, the 1984 Scheme and the Sharesave Schemaes, all of which have been approved by shareholders.

Mr P G Lorenzini currently has no options under the terms of any Company share option scheme,

Granted Exercised Market Date
during during Exercise price at  from which Expiry
1.1.03 year year 31.12.03 price {p)  exercise (p) exercisable date
A J Habgood
Ng.2 Scheme 47,480 47,480 - 151 470.25
No.2 Scheme 31,980 31,980 - 128 470.25
Sharesave Scheme 4,613 4,613" - 356
Sharesave Scheme 3,192 - 3,192 206 1.5.06 1.11.06
1994 Scheme 406,504 - 406,504 246 9.3.02 8.3.08
1984 Scheme 150,600 - 150,000 289 1.3.03 28210
1994 Scheme 125,000 - 125,000 384 30.8.03 29.8.10
1894 Scheme 135,000 - 135,000 455.5 27.2.04 26.2.11
1894 Scheme 145,000 - 145,000 450 29.8.04 28.8.11
1994 Scheme 155,000 - 155,000 482 28.2.05 27.2.12
1994 Schemea 180,000 - 180,000 481 29.8.05 28.812
1984 Scheme 305,000 - 305,000 372.25 25.2.086 24213
1984 Scheme 305,000 - 305,000 446.25 27.8.06 26.8.13
* Lapsed
Granted Exercised Market Date
during during Exercise price at - from which Expiry
1.1.03 year vear 31.12.03 price {p)  exercise (py  exercisable date
D M Wiliams
No.2 Scheme 70,778 - 70,778 151 23.6.97 22.6.04
Sharesave Scheme 3,145 - 3,145 308 1.11.08 1.5.04
Sharesave Scheme 2,576 - 2,576 358 24.9.06 24.3.07
1984 Schame 145,782 - 145,782 246 9.3.02 8.3.09
1994 Scheme 29,275 - 29,275 245 30.3.02 28.3.09
1994 Scheme 80,000 - 80,000 289 1.3.03 28.2.10
1994 Scheme 65,000 - 65,000 384 30.8.03 29.8.10
1994 Scheme 65,000 - 85,000 455.5 27.2.04 28.2.11
1994 Scheme 70,000 - 70,600 450 28.8.04 28.8.11
1994 Scheme 75,000 - 75,000 482 28.2.05 27212
1994 Schems 90,000 - 90,000 461 20.8.05 28.8.12
1994 Scheme 125,000 - 125,000 372.25 25.2.06 24,213
1994 Scheme 125,000 - 125,000 446.25 27.8.06 26.8.13
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The exercise price of executive
options under the No.2 Scheme

is the mid-market price of an
ordinary share on the date of grant
of the option. The exercise price
of executive options under the 1994
Schemes is the market price prevaling
on the day immediately preceding
the date of grant of the option cr, if
higher in the case of options granted
prior to 2001, the price on the
date of grant. For savings-related
options under the Sharesave
Schemes the exercise price is the
mid-market price of an ordinary
share on the day immediatesly
preceding the date of invitation to
apply for the option, less 20%.

The options granted under the
No.2 Scheme and 1994 Scheme
are normally capable of being
exercised on or after the third
anniversary of the date of grant

of the relevant option. As permitted
by the amendments to the rules
of the No.2 Scheme, approved by
shareholiders at the 1992 Annuai
General Mesting, some options
granted from 1992 to 1994 were
also capable of being exercised at
a price of 85% of the full exercise
price, on or after the fifth anniversary
of the date of grant for the relevant
option, provided that, during any
five consecutive financial years
since the option was granted, the
increase in the adjusted earnings
per share of the Group was equal
to, or greater than, the increase

in the Retail Prices index over that
period, plus 10%. This condition
was satisfied in respect of certain
options granted at an exercise
price of 1290 in 1984 and the last
of these were exercised in 2003.

The mid-market price of an
ordinary share on 31 December
2003 was 426.75p and the range
during 2003 was 345p to 482p.

The 1899 Directors’ Remuneration
Report recorded the Committes’s
decision not to grant any awards
undler the LTIP to the directors in
1999. This dacision has aiso applied
in 2000, 2001, 2002 and 2003.
As previously noted the Committee
is currently consulting with
shareholders regarding the

introduction of a new executive
long term incentive plan, which
will replace both the 1894 Scheme
and the LTIR.

The status of the outstanding
LTIP awards, as thay affect the
executive directars, other than
Mr P G Lorenzini who does not
participate in the LTI is as follows.

The awards granted in 1997 to Mr
A J Habgoed and Mr D M Wiliams
of 138,887 and 89,326 ordinary
shares respectively vested at the
end of 1999 and these shares
became exercisable on 1 January
2000. Mr D M Willams exercised
his award on 3 September 2003
giving a total market vaiue on
exarcise of £431,558. The market
value of awards exercised by him
in 2002 was £324,695. Mr A J
Habgood exercised his award on
24 September 2003 giving a total
rmarket valug on exercise of
£658,535. The 1398 awards

of 141,000 and 89,000 ordinary
shares o Mr A J Habgood and
Mr D M Williams respectively
vested at the end of 2000. They
became exercisakle on 1 January
2001. Mr A J Habgood exercised
his award on 24 Sgptember 2003
giving a total market value on
exercise of £663,835. No awards
were exercised by Mr A J Habgood
in 2002. The cutstanding 1998
award for Mr D M Wiliams will
expire on 31 December 2004,

Any shares reqguired to fulfil
entitlements under the LTIP,

the DASBES and the 1984 Scheme
in respect of options over market
purchased shares will be provided
by the Trust. Mr A J Habgood and
Mr © M Williams are deemed [y
virtue of the Companies Act 1985
to be interested in all the shares
held by the Trust, which at

31 December 2003 amounted
to 7.054,952 ordinary shares,
because they are potential
beneficiaries under the Trust
together with all other directors
and empioyess of the Group.
These interests do not reflect
the awards actually made to
them individually through the
Trust that are summarised above.

The Company's total shareholder
return over the last five years
compared to that of the FTSE
Support Services Sactor is shown
in the graph on page 5 of the
Annual Review and Summary
Financial Statement.

Retirement benefits

As stated in the Accounting
Pclicies secticn of the financial
statements and elaberated upon
in the relevant Note theretg, the
Group utilises both defined benefit
and defined contribution pension
schemes throughout the world.

All principal defined benefit schemes
are now closed to new entrants
who are now offered a defined
contribution arrangement.

In the UK the Group has
historically operated as its main
coentributory scheme for senior
executives the Bunzl Senior
RPension Scheme (‘BSPS'). BSPS
provides for members' contributions
currently at the rate of 9% of
pensionable salary {which is basic
salary), which rose from 5% with
effect from 1 April 2003, with the
Group being responsible for the
balance of the cost of providing
the benefit as determined from
time to time by the consulting
actuaries to BSPS. Subject to
Inland Revenue limits, BSPS
members are eligible for a pension
which accrues at a maximum rate
of 3% per annum up 1o two thirds
of pensionable salary, with a
normal retirement age of 80 years.
BSPS also provides for payment
of cartain benefits in the event

of death or disabilty. The current
UK executive directors may choose
to be members of BSPS or to

opt for a private pension scheme.
In the event that a directar opts
for a private pension scheme the
Company also contributes to lump
sum life assurance cover equivalent
to that provided under BSPS.
Because of the cap an pensionable
salary introduced in the Finance
Act 1889, the amount of direct
contribution by the Company

to pension schemes for the UK
executive directors is limited and
arrangerments have therefore been
made 10 provide the executive

directors with an allowance which
permits them to make provision, of
their choice, in respect of that part of
their salary which exceeds the cap.

In the US the main scheme for
employees is the non-contributory
Bunzl USA, Inc Retirement Plan
{the ‘US Plan’}). Subject to IRS limits,
members of the US Plan earn &
lifetime pension which accrues at
the rate of 1.67% per annum, up
to 50% of the five year average
pensionable salary less the primary
Social Security benefit, with a
normal retirement age of 85 years.
Pensionable salary in the US Plan
is capped at $140,000. The US
Plan also provides for certain
benefits in the event of death

or disability. Because of the cap
on pensicnable salary under the
US Plan, the penstons of senior
US executives are limited and
arrangements have been made
10 provide certain executives
with supplementary pensions
through a Senior Executive
Retirement Agreemeant ({SERA’.
Mr P G Lorenzini's SERA provides
for a lifetime pensicn of $370,000
per annum, payable upon retirermnent.

Executive directors’

service contracts

it is the Company’s policy that
executive directors are normally
employed on contracts that provide
for 12 months' notice from the
Company and six months’ notice
from the executive. Mr A J Habgood
and Mr D M Williams sach

have service contracts dated

16 January 1996 that provide
for these notice pericds. The only
circumstance in which therg is
predetermined compensation for
termination of these contracts is
where there is a change of control
of the Company. There are no
provisions for predetermined
compensation in excess of one
year's remuneration and benefits
in kind. Mr P G Lorenzini has

a fixed term service contract
which runs to 31 July 2004, Early
termination of this contract far
reasons other than cause would
require payment by the Company
of the baltance of Mr P G Larenzini's
entitlernent under the contract
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Directors’ remuneration report continued

Other principal benefits

for executive directors

In common with many senior
executives in the Group, the
executive directors are eligible for
certain benefits which include the
provision of a company car and
payment of its operating expenses
including fuel, in line with prevailing
Group policies, and, in the

case of Mr A ! Habgood and

Mr D M Williams, private medical
plan coverage under the Company's
prevailing UK healthcare plan.

Mr P G Lorenzini participates

in welfare bensfit plans made
available to all US employees

of the Group covering Ife insurance,
medical, dental and disability cover.

Non-executive directors
The non-sxecutive directors

are paid an annual fee for their
services pius a daily fee for
attending meetings of the Board
and Board Committees. In addition,
where relevant, thay are paid a fee
for chairing a Board Committee,
The non-executive directors do
not have service contracts, are
not eligible for pension scheme
membership or other employese
bensfits and do not participate

in any of the Group's bonus,
share option or long term incentive
plans, The non-executive directors’
pay is reviewed annually, based

an external market survey data,
and is determined by the Beard.

Directors’ remuneration

The following table gives details
of each director’s remuneration
for the year.

Annual Pension
Salary/fees  cash bonug allowance Bensfits Total Total
2003 2003 2003 2003 2003 2002

Directors’ remuneration £000 £000 £000 £000 £000 £000
Executive
A J Habgood 750.0 280.2 169.8 256 1,205.6 1,107.6
D M Williams 400.0 138.8 80.4 23.0 652.2 597.1
P G Larenzini 823.2 526.2 - 31.8 1,381.2 1,431.5
Non-executive
AP Dyer 82.8 - - - 828 88.2
L C McQuade 15.4 - - - 15.4 45.3
S G Wilhiams 327 - - - 7 320
P Heiden 355 - - - 35.5 32.0
J F Harris 51.3 - - - 51.3 354
C A Banks 38.0 - - - 38.0 20.3
M J Roney 28 - - - 21.8
Notes

1 The remuneration for Mr P G Lorenzini, Mr A P Dyer and Mr L C McQuade is paid or determined in US dollars and has been translated at
the average exchange rates for the year of £1: $1.64 in respect of 2003 and £1: $1.51 in respect of 2002.

2 The remuneration of Mr L C McQuade relates to the pericd from 1 January 2003 until 14 May 2003, the date of his retirerment from the Board.
The remuneration for Mr M J Roney relates to the period from 1 June 2003 (the date of his appointment to the Board) to 31 December 2003,

3 Benefits incorporate all taxable benefits arising from employment by the Company that principally relate to the provision of a company car.

4 The figures above represent remuneration earned as directors during the relevant financial year including, in the cases of Mr A J Habgood,
Mr D M Williams and Mr P G Lorenzini, performance related slements which are pald in cash in the year following that in which they are earned.

5 The fees paid in respect of Mr S G Willams' services are paid to his employer, Unilever PLG, and not to Mr 8 G Wiliams personally,

6 As Mr A J Habgocd is not a member of the Company pension scheme, the Company normally makes a direct pension contribution, at
Mr A J Habgood's direction, to a personal pension scheme in his name. In 2003 this amounted to £34,463 (2002: £29,160). In accordance with
Mr A J Habgood's contract of employment the relevant amount paid as a direct pension contribution hias been deducted from the total pension
allowance in 2003. The balance is shown in the table above as the pension allowance. The values of the pension benefits in the cases
of Mr D M Wiliams and Mr P G Lorenzini are shown in the following table and are not included in the directors' remuneration table above. In addition
the Company pays all necessary contributions, on actuarial advice, to a Senior Executive Retirement Agreemant ('SERAN for Mr P G Lorenizini.
For 2003 this amounted to £183,170 (2002: £208,791).
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Accrued benefits

Accrued benefits

Transfer value of
accrued benefits

Change in
trangfer value of
accrued benefits

during the year,
after deducting
contributions made
by the director

Transfer value of
accrued benefits

at 31.12.02 at 31.12.03 at 31.12.02 during the year at 31.12.03

£ £ £ £ £

D M Wiliams 32,653 36,383 574,685 48,764 631,327
P G Lorenzini 25,154 24,237 208,952 17,217 226,169

" Excluding SERA entitements

Notes

1 The changes in accrued benefits during the year exclude the effect of inflation on the accrued benefits as at the start of the year.

2 Accrued benefits are the annual amount that would be paid on retirement at the normal retirement age based on service to 31 December 2003,

3 The above figures do not take account of any Additional Voluntary Contributions that all members of BSPS have the option to make.

4 The transfer values of accrued benefits for Mr D M Wiliams and Mr P G Lorenzini have been calculated on the basis of actuarial advice in accordance
with any relevant actuarial legislation and, in the case of Mr D M Williams, is net of his contributions.

5 In addition Mr P G Lorenzini participates in the Bunzl USA, Inc Defarred Savings (401k} Plan. The Company makes matching contributions to this
Plan. During 2003 such contributions amounted to £5,488 (2002: £5,066).
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US GAAP information

for the year ended 31 December 2003

The Group's financial statements
are prepared in accordance with
United Kingdom Generally Accepted
Accounting Principles (UK GAAPY
which differ in certain significant
respects from United States
Generally Accepted Accounting
Principles {'US GAAP". Set out
below is a summary of the significant
differences, a reconciliation of profit
from UK GAAP 10 US GAAP,
earnings per shiare in accordance
with LS GAAF, a reconciliation

of equity shareholders’ funds from
UK GAAP t0 US GAAP and a
consolidated cash flow statement

on a US GAAP basis.

a Goodwill and other
intangible assets

Under UK GAAP goodwill
arising on acquisiticns made after
31 December 1997 is capitafised
and is amortised through the profit
and loss account over a peried
of up to 20 years. Goodwill arising
on acquisitions made prior to

1 January 1998 remains eliminated
against equity reserves.

Under US GAAP the excess of

the fair value of the consiceration
paid over the fair value of the net
assets acquired including identifiable
intangible assets is assigned

to goodwill. Under SFAS 142
‘Goodwill and Other Intangible
Assets’, goodwill is capitaiised
and 18 subject to an annual
impairment test ta identify any
impairment Ioss. In accardance with
SFAS 141 ‘Business Combinations’,
identifiable intangible assets are
capitalised and amortised over
their useful economic life.

Undar UK GAAP the profit or
loss on disposal of a husiness
acquired prior to 1 January 1998
is calculated after taking account
af any goodwill written off to
reserves, Under US GAAP an
adjustment to the UK GAAP profit
or loss is made in respect of
goodwill previously amortised.

b Own shares

Lnder UK GAAP the Group
recogrises as an asset the cost
of acquiring its own shares to

satisfy the requirements of the
L]
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Long Term Incentive Plan and the
Deferred Annual Share Bonus
Scheme and to satisfy options
granted under the 1994 Executive
Share Option Scheme in respact
of market purchased shiares, Under
LS GAAP this is presented as a
reduction of equity shareholders’
funds, as these shares are treated
as treasury shares.

¢ Ordinary dividends

Under UK GAAP ordinary dividends
are accounted for in the period to
which they refate which may be
earlier than the date of declaration.
Under US GAAP ordinary dividends
are accounted for in the period in
which they are declared.

d Property revaluations

Under UK GAAP until 31 December
1899, land and buildings were
revalued periodicaily and
depreciation based on such
revalued amounts. As permitted
under FRS15 ‘Tangible Fixed
Assets’, the valuations of land
and buildings have not been and
will not be updated. Under US
GAAP revaluations of fixed assets
are not permitted and depreciation
is calculated based on historic cost,

e Pension costs

Under UK GAAP pension schemes
are accounted for in accordance
with FRS17 ‘Retirement Benefits’.
Under US GAAP they are
accounted for under SFAS 87
and SFAS 88,

Under UK GAAP actuasial gains
and losses are recognised in fuli

in the year in which theay arise.
Under US GAAP, actuarial gaing
and losses which exceed 10% of
the value of the assets or liahilities
at the start of the accounting period
are amortised over the remaining
lives of scheme mambers. FRS17
requires that past sérvice costs

are recognised in full in the pericd in
which they izecome vested whereas
SFAS 87 requires that they be
armortised aver the ramaining
service lives of employees,

f Share schemes
Under UK GAAP the Group
recognises a compensation

cost for only the cost of its own
shares acquired to satisfy the
reguirements of the Long Term
Incentive Plan and the Deferred
Annual Share Bonus Scheme.
Under US GAAP APB Opinion
25 requires a compensation cost
to be recorded for all of the Group's
performance based executive
share schemes and in respect

of all-employes share schames.

g Derivative instruments

Under UK GAAP changes in the
fair value cf interest rate derivatives
are not recognised in the financial
statements but are disclossd in
Note 15. Furthermore, gains and
losses on forward foreign exchange
contracts used for hedging net
investments have been taken to
reserves. Under US GAAP derivative
financial instruments are required
to be recarded in the balance
sheet as either an asset or {iability
at fair value, Changes in the fair
value of these derivative instruments
are recognised in the profit and
loss account unless specific hadge
accounting criteria are met. Certain
of the Group's derivatives qualify for
hedge accounting under US GAAP
thereby reducing the effect on the
profit and loss account from gaing
and losses arising from changes

in their fair values.

h Deferred taxation

The adoption of FRS19

‘Deferredt Tax’ on 1 January 2002
eliminated the significant differences
between accounting for deferred
taxation under UK GAAP and

US GAAR. As a result, the
adjustments for taxation now
relate to the tax effect of other

US GAAP adjustments,

i Discontinued operations
UK GAAR and US GAAP have
different criteria for determining
discontinued operations. Under
US GAAP discontinued operations
would exclude the exiting of the
small maching building activity
at Jarrow during 2002,

j Cash flows

The principat difference betwesn
UK GAAR and US GAAP is in
respect of classification. Under

UK GAAPR the Group presents
its cash flows from operating
activities, returns on investments
and senvicing of finance, tax paid,
capital expenditure, acquisitions
and disposals, dividends paid,
management of liguid resources
and financing. US GAAP requires
only three categories of cash flow
activities which are operating,
investing and financing. Cash flows
arising from tax paid and returns
on investments and servicing of
finance under UK GAAP are,
with the exception of dividends
paid to minority shareholders,
included as operating activities
under US GAAF. Dividend
payments are included as a
financing activity under US
GAAP. In addition capital
expenditure and acguisitions
and disposals under UK GAAP
are presented as investing
activities under US GAAP.

Under UK GAAR cash comprises
cash in hand, deposits repayable
on demand and overdrafts.
Under US GAAP cash and cash
equivalents include short term,
highly liquid investrments with
original maturities of less

than three months and
excludes overdrafts.

k Exceptional items

Under UK GAAP profit on
sale of discontinued operations
in 2002 is disclosed as an
exceptional item after operating
profit. Under US GAAP

this profit is not treatad

as exceptional.



2002
2003 “Restated

£m £m
Profit for the financial year in accordance with UK GAAP 1246 1248
US GAAP adjustments:
Amortisation of goodwill and cther intangibles 14.5 13.4
Disposal of business - 8.0
Pensicn costs 36 3.8
Share option expense (2.5) (0.5)
Capital instruments and derivatives (10.1) (1.2)
Taxation on above adjustments 1.6 (0.3
Net income for the financial year in accordance with US GAAP 131.7 147.8
Continuing operations 131.7 126.5
Discontinued cperations - 21.3
Net income for the financial year in accordance with US GAAP 131.7 147.8
Earnings per share in accaordance with US GAAP
Continuing operations 28.9p 27.4p
Discontinued operations ] B B _ - 4.6p
Earnings per share in accordance with US GAAP 28.9p 32.0p
Diluted earnings per share in accordance with US GAAP 28.6p 31.6p

£m

£m ‘Restated
Equity shareholders’ funds in accordance with UK GAAP 459.2 475.2
US GAAP adjustments:
Goodwill and other intangibles 2293 226.1
Own shares {27.2) (19.2}
Crdinary dividends 37.0 353
Disposal of business - 8.0
Property revaluations {1.3) (1.5}
Pensions 17.3 20.6
Deferred taxation 1.4 1.6
Taxation on above adjustments (3.5) 4.3
Equity shareholders’ funds in accordance with US GAAP 712.2 741.8
Consolidated cash flow statement £m £m
Net cash inflow from operating activities 189.9 153.3
Net cash (outflow)/inflow from investing activities (57.5) 2.6
Net cash outflow from financing activities (165.3) (30.2)
Net {decreasslincraase in cash and cash equivaients per US GAAP (32.9) 125.7
Exchange movernents (0.5} 4.0
Cash and cash equivaients at beginning of year per us GAAP o o . ) ____192.2 _70.5
Cash and cash equivalents at end of year per US GAAP 158.8 192.2

* Restated on adophion of FRS17 ‘Retirement Benefits”.
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Five year review

2003 2002 2001 2000 1999
£m £m* £m* £m* £m*

Sales
Continuing operations 2,728.2 28738 2,558.3 2,182.4 1,765.5
Discontinued operations - 161.7 318.2 321.2 363.1
Total sales 2,728.2 2,835.3 2,876.5 2,503.6 2,128.6
Operating profit
Continuing operations 196.4 189.0 186.6 165.1 133.3
Discontinued operations - 7.4 14.9 19.7 238
Total operating profit 196.4 196.4 201.5 184.8 157.1
Profit on sale of discontinued operations - 4.1 - 7. 0.2
Loss on disposal of fixed assets - - - 4.8) -
Profit on ordinary activities before interest 196.4 2005 201.5 187.1 157.3
Net interest payable (1.8) 5.2 (11.3) (7.6) 5.2)
Profit on ordinary activities before taxation 1948 195.3 190.2 179.5 1521
Profit before taxation, goodwill amortisation
and exceptional items 2123 207.3 203.0 184.3 1551
Taxation on profit on ordinary activities (69.0) (70.0) (71.3} (66.8) {60.6)
Profit on ordinary activities after taxation 125.6 125.3 118.9 112.7 91.5
Profit attributable 1o minorities (1.9 (0.5 04 __(0.6) 0.8
Profit for the financial year 124.6 124.8 118.5 112.1 90.9
Basic earnings per share 27.4p 27.1p 25.8p 24 .6p 20.1p
Adjusted earnings per share 31.3p 29.7p 28.6p 26.0p 21.0p
Dividends per share 121p t1.2p 10.35p 9.4p 8.3p
Shareholders’ funds per share 102.4p 101.8p 92.8p _ B30p 73.2p
Net assets employed
Intangible assets — goodwill 290.9 289.5 258.8 203.6 82.9
Tangible fixed assets 229.8 233.9 255.6 243.0 199.8
Net current {labilities)/assels i {179 {2.2) (64.2) 87.7) 26.2
Net assets excluding pension liabilities/assets 502.8 521.2 450.2 378.9 308.9
Pension {liabilities)/assets (40.8) {(43.7} (17.5 5.9 27.7
Net assets including pension liabilities/assets 462.0 477.5 4327 384.8 336.6
Financed by
Shareholders’ funds: equity interests 459.2 475.2 430.8 382.5 334.7
Mincrity equity interests 2.8 2.3 21 23 1.9

462.0 477.5 432.7 384.8 336.6

" Restated on adoption of FRS17 *Retirement Benefits'.
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Bunzl

The Annual Review and Summary
Financial Statement does not contain
sufficient information to allow a fuli
understanding of the results of the
Group and state of affairs of the
Company cr the Group. For further
information the Directors’ Report
and Accounts {which includes the
full Directors’ Remuneration Report)
should be consulted. Copies of
the Directors’ Report and Accounts
may be obtained, free of charge,
from the Secretary, Bunzl plc,

110 Park Strest, London WK BNX

or from the Company’s website
www.bunzl.com. Shareholders

may elect in writing to receive

the Directors’ Report and Accounts

in addition to the Annual Review
and Summary Financia! Statement
for all future years. The full accounts
for 2002 have been filed at Companies
Hause and the full accounts for
2003 will be filed after they have
been approved at the Annual
General Mesting.

Bunzl operates in two business areas; Outsourcing
Services and Filtrona. From 270 locations in

25 countries our 12,000 employees provide an
efficient service to our business customers.

As an international company Bunzl has developed
sound partnerships with both suppliers and
customers by providing outsourcing solutions
and customer service oriented distribution and
light manufacture, primarily of plastic and paper
based products.




Disposable cups

We supply an extensive range
of plastic disposable supplies
1o a variety of users.

Group at a glance

Qutsourcing services

Operating across North America, Europe and
Australasia, Bunzl is the leading supplier of

a range of products including outsourced food
packaging, disposable supplies and cleaning and
safety products for supermarkets, redistributors,
caterers, food processors, hotels, contract cleaners,
non-food retail and other users.

Sales £2,275.6m
Operating profit! £174.8m
Profit margin' 7.7 %

Key events in 2003

Acqguisition of Enterprise in the US
MultiLine in Denmark acguired
Pat Larmon appeinted President of North American crganisation

76% of Group operating profit
7,100 employees




Filtrona

Filtrona is a world leading supplier of
outsourced cigarette filters, ink reservoirs
and other bonded fibre products, protection

and finishing products, self-adhesive tear tapes Triple graniar fiters
. . . . We continue to develo

and certain security products. It is also a leading ;;?;gat;?hom;p:cil

extruder of custom plastic profiles. frade in Swizaran,

challenging requirements
of the market.

Sales B £452.6m
Operating profit’ £56.1m
- 12.4%

Efoi,t marginT

Key events in 2003

Establishment of worldwide fibres business
Protection and finishing organisation integrated
Acquisition of Fibertec in Switzerland

24% of Group operating profit
4,800 employees




Financial highlights

Sales of continuing operations +6% at constant exchange rates
Operating profit of continuing operations +10% at constant exchange rates
Adjusted earnings per share +11% at constant exchange rates

Growth

2002 Actual Constant

2003 ‘Restated  exchange rales  exchange rates

Sales £m 2,728.2 2,835.3 -4% 0%

Sales of continuing operations £m 2,728.2 2,673.6 +2% +6%

Operating profit £m 2141 212.5 +1% +6%

Operating profit of continuing operations' £m 2141 204.8 +5% +10%

Profit before tax £m 194.6 195.3 0% +5%

Profit before tax and 2002 exceptionals' £m 212.3 207.3 +2% +8%

Basic earnings per share p 27.4 27.1 +1% +7%

Adjusted earnings per share p 31.3 29.7 +5% +11%
Dividends per share p 12.1 11.2 +8%

Gearing % 21.0 22.3

" Before goodwill amortisation.
* Restated on adoption of FRS17 ‘Retirament Benefits’.

in this Annual Review, profits for each of the business areas have been stated before total goodwil! amortisation of £17.7m (2002: £16.1m) and references to ¢changes
in the level of sales and prefits at constant exchange rates have been calculated by retransiating the relevant resulis for the year ended 31 December 2002 at the
average exchange rates used for the year ended 31 December 2003,

Sales by business area The markets we serve

—— Grocery/foodservice 61%
Health & hygiens 129%

—— —— Qutsourcing Services 83%

— == Filtrona 17% FMCG 9%
"~ Retail non-food 5%
Other 13%
Sales by geography Raw material of preducts we supply
——— - —— North Amierica 62% — - —— Plastic resins 43%
—- -~— Eurcpe 33% — - Pulp 30%
——- - ——- Rest of the world 5% -~ Chemicals 5%

——w- - Other 22%
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Management

I e ]

1 David Williams
Finance Director

. 2 Celia Baxter
Director of Group
Human Resources

2 Euasl e

3 Christoph Sander
Managing Director,
Outsourcing Senvices
Europe and Australasia

4 Paul Lorenzini
Chief Executive,
Qutsourcing Services
North America

5 Nancy Lester
Director of Corporate
Developrment

6 Mark Harper
Managing Director,
Filtrana

7 Anthony Habgood
Chairman

8 Pat Larmon
Prasiclert,
Cutsourcing Services
MNorth America




During 2003 Arnold Wagner left

Bunzi after nine years. We thank him
for his valuable contribution and wish
hirn all the very best in his new career
as Director of Human Resources,
Smiths Group PLC.

Key managers from around the world meet regularly
to review performance, discuss trends affecting our
businesses and seek further opportunities for growth

and competitive advantage.
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Chairman’s statement
Strengthening our position and
broadening our geographic coverage

Share price range p Return on average capital %




Results

Against the backdrop of mixed
eccnomic conditions around

the world, the Group again
produced good results due to
strong operating performance and
underlying organic volume growth
combined with acquisition activity.
The movement in the dollar was
unfavourable and, although the
suro strengthened, overail currency
movements reduced the reported
growth rate of sales by about 4%
and that of profits and eamings
by 5 — 6%. Price deflation also
had a negative impact on the
growth of both sales and profits.

Sales of continuing operations
were £2,728.2 million {2002:
£2,673.6 million), up 6% at
constant exchange rates, and
operating profit of continuing
operations was £196.4 million
(2002: £189.0 million), a rise of
10% at constant exchange rates.
Including discontinued operations,
total sales were £2,728.2 million
(2002; £2,835.3 milion), flat at
constant exchange rates, while
total operating profit was £196.4
million {Z002: £196.4 million),
up 5% at constant exchange
rates. Profit bafore tax, goodwil
amertisation and 2002 exceptional
iterns was £212.3 million (2002:
£207.3 million), an increase of
8% at constant exchange rates.
Profit beforg tax was £194.6
million {2002: £195.3 million},

Total shareholder return
Bunzl refative to FTSE Paper, Packaging
& Printing Sector

Once again the Group has produced good results
despite mixed economic conditions, unfavourable
currency movements and price deflation.

5% ahead at constant exchange
rates. Earnings per share were
27.4p (2002: 27.1p), up 7% at
constant exchange rates, while
adjusted earnings per share, after
gliminating goodwill amortisation
and 2002 exceptionals, werg
31.3p {2002: 28.7p), arise of 11%
at constant exchange rates.

After a cash outfiow for
acquisitions of £36 milion, a cash
inflow from disposals of £10 million
and a spend of £92 million

on buying back shares on the
market, net debt was reduced
to £97 million (2002: £106 millicn).
This was the result of the underlying
businesses continuing to generate
cash from operations and dollar
denominated debt having a lower
sterling value. Gearing fell to
21.0% from 22.3%.

Dividend

The Board has decided to
increase the final dividend to 8.25p
(2002: 7.55p). This brings the
total dividend for the year to 12.1p
(2G02: 11.2p), an increase of 8%,
Shareholders wifl again have the
opportunity to participate in our
dividend reinvestment plan.

Board and management

Bunazl further strengthened its
independent Board with the
appointment of Michael Roney
as a non-executive director in June.
Michagl is President of Goodyesar’s

Total shareholder return

operations in Furope and brings
areat experience of distribution,
retail and manufacturing
throughout Eurcpe, Asia and
Latin America. We welcome
him to the Board.

Paut Lorenzini will be retiring as
Chief Executive of Quisourcing
Services in North America and
from the Board in July 2004,
Paul was one of the founders
of PCI Mac-Pak in 1970

which Bunzl acquired in 1983.

Since 1986 Paul has served as
President and then CEO of Bunzl
Distribution USA along with being
President of Bunzl USA. During
his stewardship, the business
has grown from 17 1o 73 locations
in North America and sales have
increased from $400 million

to approximately $2.5 billion in
2003. Profits during this same
period increased over tenfold.
We are now the largest ang
most successiul supplier

of supermarkeat and food
service packaging materials

in North America.

Paul will have completed 21 vears
of cutstanding service with Bunzi
and will continug to be involved as
Chairman Emaritus of Bunzl USA

in recognition of his extracrdinary
contribution to the development
and success of Bunzl and his
invaluable service over many years.

Bung relative to FTSE Support Senvices Sector

Faul Lorenzini's successor as
Chief Executive of Qutsourcing
Services in North America will be
Patrick Larmon. A CPA and an
MBA, Pat is currently President
and Chief Operating Cfficer of
Cutsourcing Services in North
America. Over the past 14 years
Pat has served with great success
in many senior management
positions including regional Vice
President of the South West
Region, Vice President of Finance
and Administration, Fxecutive
Vice President of Procurement
and President of the Western
Division. We are extremely
fortunate to have someone

of Pat's ability and experience
to take over in this important
executive position.

Strategy and structure

Following the disposal of the

{ast of Bunzl's paper interests

in July 2002, the Company was
reorganised into two business
areas, Outsourcing Services

and Filtrona, both of which are
focused on areas where we have
or can develop real competitive
advantage on an international
scale and which have some
organic and acquisition growth
opportunities. Both areas also
fit with our focus on providing
business to business consumabies,
often cn an cutsourced basis,
and are becoming increasingly
senvice oriented.

From 1294 to 1998 we greatly
outperformed the Paper and
Packaging Sector. In December
1598, we were moved to Support
Services and from 1999 1o 2003
we also greatly outperformed
that Sector.

Source: Thomson Datastream
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Chairman’s statement continued

Filtrona constitutes a small number
of international niche businesses in
supply and light manufacture with
a number of technical and market
overiaps. Outsourcing Services -
is a more uniform business with
international overlaps of customers,
suppliers, technology and sourcing.
As the Qutsourcing Services
business in Europe and Australasia
has grown from virtually nothing
ten years ago to about a third of
our total Quisourcing Senvices
business, we have decided that
from cur interim results in 2004
we will treat this business as a
separate business segment.

Acquisitions

We spent £386 million on
acquisitions during 2003. In
February we strengthened our
position supplying the Nerth
American food processor industry
with the acguisition of Enterprise
from ConAgra Foods. Based in
Dallas, Enterprise had sales in the
year to May 2002 of $24 million. It
broadens the geographic coverage
of our expanding food processor
suppiies business in North America
and strengthens our position with
major customers. In October we
acquired the Fibertec businass

of Baumgartner. Fibertec, iocated
in Switzerland, is engaged in the
development, manufacture and
sale of cigarette filtlers and capillary
reservoirs. The business had

sales in 2002 of CHF40 million

and broadened our customer base
while also enhancing our product
offering. Also in October we
purchased MultiLine, a distributor
of a wide range of consumables
to the Danish hotel, restaurant

and catering industries. With

sales in 2002 of DKK386 milion,
MultiLing is a logical extension of
our Cutsourcing Services business
in Denmark, greatly strengthening
our pasition there, particuiarly in
hotel and catering supplies. In
December we acquired Prolix
Packaging in the US and O'Mahony
in Ireland, both suppliers largely

to the supermarkat industry. Protix
had sales in 2002 of $11 millicn
focused on the Chicago market

6 Farad e

and O'Mahony, based in Cork,

had sales in 2002/3 of €11 million.

In February 2004 we entered into
an agreement to purchase Skiffy,
a Dutch based company with
particular expertise in the supply
of small nylon parts for protection
and finishing applications with
sales in 2002/3 of €12 million.

Share buy back

In late February the Board
instituted a share buy back
programme. Shares have been
bought on the market and have
then been cancelled thus reducing
the overall number of shares in
issue. The cost of the buy back
was £31.7 milion resulting in the
cancellation of 21.3 million shares
at an average price of £4.31
per share. These purchases
were consistent with the Board's
continuing overall capital
management strategy. This
strategy seeks 1o maintain an
appropriate balance sheet
structure taking into account
completed and prospective
acquisitions and disposals,

Operating performance

Margin on continuing operations
before goodwill amortisation rose
fram 7.7% to 7.8% while Group
margin rose from 7.5% to 7.8%
with the additional increase
resulting frorn the disposal of the
lower margin Paper Distribution
business area in July 2002, Group
return on average capital rose

to 43.0%.

Outsourcing Services produced
another excellent rasult with

sales up 2%, or 7% at constant
exchange rates, and operating
profit up 4%, or 10% at constant
axchange rates. In North America
good underlying volume growth,
supplemented by targeted
acyuisition activity, more than offset
deflationary pressures. in Europe
the successful execution and
integration of acquisitions in
particular drove the growth.
Underlying volume increases
continued to reflect our customers
preterence to buy therr reguirements

from us, often on a totally
outsourced basis. The results
were negatively affected by
deflation, particularly in North
America, but we continued to win
new customers and expand our
offering to existing customers.

Filtrona also produced excellent
results with operating profit up
6%. or 11% at constant exchange
rates, on sales up 2%, or 8% at
constant exchange rates. While
the acquisition of Fibertec
contributed to this growth, the
majority was arganic as demand
generally for our specialised
products and services continued
to increase around the world.

Investment

We continued {0 invest substantial
amounts in the capitai base of the
Group. New equipment has been
purchased to maintain the quality
of our assets and warehouses
have been expanded and upgraded
as volumes have continued o grow.
Onee again we have invested in
computer systems both ta improve
them and to install them in newly
acquired companies. These systems
rermain critical to our ability to serve
our customers in the most efficient
and appropriate way. We believe
that up-to-date assets are an
irnportant source of our competitive
advantage and maintaining them
remains a pricrity.

Providing oppoertunities for
employees

We remain committed to the
recruitment of high quality staff
and developing them within the
businesses to provide excellent
performance and take on more
responsibility. This is achieved

by a combination of structured
Group management development
programimes, specific skills training
within respective businesses and
the pravision of challenging and
responsitle roles. A number of our
UK operatons continue to enjoy
bhwvestors in People accreditation.

The Grodp aims to provids
opportunities © employees and

strives to promete from within
whenever appropriate. New
graduates continue to be recruited
into the business and, in the US
and UK, participate in a successful
structured training programme

to enhance their development.

Appropriate and well timed
communication to and from
employees is essential in ensuring
the effectiveness of the business,
Set up in 1996, the European
Information and Consultation
Forums continue to meet to
provide information to, and to
consult with, elected employee
representatives on Group and
business area policies, strategy
and performance. During 2003

a number of UK businesses have
been developing and implementing
more formalised information and
consultation arrangements to
supplement the European Forums
and to ensure better employees
involvement and feedback locally.
For many years a company
magazine, ‘Bunzl World', has been
produced and distributed around
the Group, natifying employaes

of major blisiness successes,
acquisitions and appeintments.
This is supplemented focally by

a variety of newsletters, briefings
and intranet communication giving
mare specific information related
to the business or site where

an employee is based.

Worldwide, our employees
continue 10 be in the forefront
of providing excellent customer
service and liaison with our
suppliers. We rely on their
centinuing diligence and efforts

to maintain Bunzi's reputation with
all our busingss contacts. As ever,
the loyalty and hard work of both
individuals and their work teams
are genunely appreciated.

Corporate social respensibility
We have continued to progress
aur activities in the field of
corporate social responsibility.
Folicies with respect to business
standards, the environment and
heaitt and safety have been in




place for many years. During
2003 we reviewed our stance
on corporate social responsibility
as a whole and developed an
overall policy. This draws togather
existing Group policies, which in
some cases have been updated,
and new Group policies based
either on policies used by certain
subsidiaries or current practice.
Further detzils of the new policy
are given in the Corporate Socia!
Responsibility section of the
Directors’ Report and Accounts
and on our website.

During 2003, the Group Health
and Safety Committee has
improved data collection 1o
facilitate the analysis of trends
and to identify actions which
would reduce the incidence and
severity of accidents across the
Group. Training courses have been
held throughouit the year both for
management and employses to
raise safety awarensss. These
have used a number of training
methods including use of external
consultants to provide management
training, ‘Toolbox talks® and an
in-house designed CD-rom for
driver training.

Bunzl has continued its focus on
the environmental aspects of its
operations. In 2003, 1ISC 14001
accreditation was attained by more
of our locations. 75 sites are now
accredited employing some 54%
of staff within the Group. Plans are
in place for further sites to achieve
accreditation in 2004. The sites that
are 150 14001 accredited have,
as part of that process, identified
those areas in which they impact
upon the environment. As a result
of this work the following measures
will be used to monitor environmental
performance at Group level:
energy usage, water consumption,
raw material consumption and
waste production. A number of
specific environmental initiatives
are continuing which have a
positive environmental benefil.

The Group maintained its support
of & cross section of projects

within registered charities in the are good and that, at constant
fields of healthcare, education, exchange rates, the Group will
disabifity and children’s welfare. continue to develop satisfactorily.
In 2003 Bunzl sponsored three

projects refating to cancer research

and support. Further support was

provided to Queen Elizabeth’s

Training College in Leatherhead

to enhance the Computer Aided

Design training department at the

College with the aim of training Anthony Habgood

disabled people to return to or Chairman

start work. Group companies and 23 February 2004

individual employees woridwide

continue to support local charitable

initiatives such as the Queen of

Peace Center in St Louis that

provides treatment, education,

daycare and housing programs

for women and their children.

Prospects

Against a background of mixed
aconomic conditions in 2003,

our major businesses again showed
their strength by producing good
underlying volume growth which
was suppiemented by incremental
acquisition activity. Overall Group
progress year-cn-year was impacted
by the adverse movement of the
doltar, deflation and the disposal
of Paper Distribution.

Looking forward, we ses volume
growth continuing. The dilutionary
effect of the sale of Paper
Distribution will no longer be
present in 2004 and year-on-year
price deflation, which moderated
through 2003, should fall further

if the current announced price
increases in plastic products in
the US are fully implemented. On
the other hand the sterling/dollar
rate, which averaged $1.51 in 2002
and $1.64 in 2003, is currently
$1.87 If this dollar weakness
persists, it will negatively impact
the Group’s sterling resuits as dollar
sales and profits are transiated

at the new rate.

The combination of volume growth
in our major markets, our strong
positions in those markets and our
opportunities to make acquisitions
gives us confidence that the
underlying prospects of the Group
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1 Party products

Cur extensive range of
disposable products are
ideal for catered events,

2 Supermarket products
We provide nearly all the
supplies a supermarket
needs to operate but
does not actually ssll,
such as packaging,
labels and signage.

8 Bunzl ple

Operating across North America, Europe and
Australasia, Bunzl is the leading supplier of

a range of products including outsourced food
packaging, disposable supplies and cleaning
and safety products for supermarkets,
redistributors, caterers, food processors,
hotels, contract cleaners, non-food retail

and other users.

Disposable supplies

We supply plastic and
paper disposable supplies
that are ideal for ready
t0 eat and ready to heat
meal solutions.

3 Home meal
replacement

Our microwaveable,
freezer and/or oven proof
packaging is used to
carry ready to heat meals
sold in supermarkets.

4 Ready to eat
packaging

Ready to eat foods such
as salads, cold meats.
sandwiches and fruit
are sold in supermarkets
using our packaging.

10%

profit increase in
Qutsourcing Services at
constant exchange rates.




Qutsourcing services
Utilising the size and strength
of our extensive network

Velume growth and the successful
integration of acquisitions saw
Qutsourcing Services progress
weill with sales increasing by 7%
at constant exchange rates
despite price deflation. Operating
profits rose by 10% at constant
exchange rates assisted by our
focus on greater efficiencies and
control of operating costs.

With trading conditions continuing
1o be challenging, our specialist
knowledge and experience in
providing cost effective outsourced
solutions to our customers and
our ability to integrate selective
acquisitions have enabled us to
extend the scope of our operations
and continue to offer innovative
supply programmss to add value
for new and existing customers.

Qutsourcing Services

North America

The North American business
grew dollar sales and profits in a
tough economic and competitive
environment. Price deflation
cortinued 1o have an impact dug
to manufacturers’ overcapacity
in several major product fines.
Customer consolidation has also
had an effect on our business
particularly in the supermarket
industry. The large national
operators have penetrated the
smaller markets, forcing the
regicnal and local retailers to
sell, consolidate or specialise.

00,000

differant supply items are
on offer to cur customers
throughout North America.

Although the largest custormer
group for this business remaing
supermarkets, the majority of new
business with new customers
was a result of sales gains in the
redistribution, processor and
janitorial/sanitation (jan/san)
businesses. Sales initiatives in the
foodservice category resulted in
expanded business at several
naticnal companies. We have been
able to demonstrate our ability to
provide disposable non-foed items
efficiently enabling these companies
to use their space for higher dollar
items. We have also secured
additional business in non-food
retall with the addition of several
accounts during 2003, We plan
to pursue more such accounts
in 2004 as new opportunities
hecome available.

We provide a wide range of
disposable products to customers
in alt of cur businesses that include
plastic and paper packaging items,
janitorial supplies, non-food retall
products and operating plant
supplies. Our focus is on finding
packaging sclutions for our
customers that will generate
additional sales for the
redistribution and supermarket
areas and operational efficiencies
for the processor and jan/san
markats. In an effort to increase
our compelitiveness and to find
new innovative products, we have
invested substantial time and effort

into our import initiative. Through
this program, we have been able
{0 source quality products from
reliable manufacturers that keep
us on the leading edge of finding
solutions for our customers. In
2003 our imports approximately
doubled. In addition to imports,
we have expanded our private
label program, Prime Source, to
many new product lines that has
resulted in new sales opportunities
and more operational efficiencies.

We remain the largest distributor
of these products in North America,
serving all 50 states, Canada,
Mexico, and the Caribbean from
73 locations. Using a fleet of more
than 350 trucks, we are able to
deliver thousands of different
itemns o customers located across
the geographical area. With this
coverage, we are able to provide
product and logistics sclutions
to local, regional and naticnal
customers utilising a total program
concept. Our sophisticated 1T
platform, which is identical in
avery one of our locations, alows
us to provide a consistent and
controlled program that our
customers appreciate.

As the largest distributor of thase
products to supermarkets, we
service national, regional and local

chains. Our experience in this area,

along with the product lines and
customer relationships, give us the

Highlights

We continued to
increase efficiencies
and reduce costs

Additional business

has been won especially
with redistributors,
jan/san, food processors
and non-food retailers

Increased level of imports
has led to heightened
competitiveness

Expansion of Prime
Source lines has resulted
in new sales opportunities
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Qutsourcing services continued

opportunity to develop true long
term partnerships for the purpose
of providing the most economical
in-store packaging program that
centributes to better product
presentation and ultimately
increased sales. During 2003 we
were able to renew several long
term contracts with chains and
wholesalers committed to thig
concept. We also acquired
Prolix, a specialised supplier

in the Chicago region.

Redistribution, including jan/san
products, continues to grow and
present us with new cpportunities.
As the costs of transportation and
warehousing rise for manufacturers,
our value as a redistributor continues
to increase. We provide an
opportunity to the small distributor
to reduce their capital investment,
increase their inventory turns and
provide more products to their
customers while maximising their
operational efficiencies. With the
acquisition of Saxton in late 2002,
we have expanded our jan/san
program across our business

with the addition of their product
lines. This will continue to be an
emphasis in the years ahead.

Food processors, including
customers that process and
package meat, pouitry, produce,
bakery and other items, continusa
to be our fastest growing arsa.
We are the only national distributor
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able to provide the packaging
products, plant operating supplies
and janitorial and cleaning supplies
through one order and delivery.
This is an advantage as our
customers grow, due 1o their
space requiremants and need for
specialists who can provide them
with an array of packaging sclutions
and safety and cleaning products
needead to run their businesses.
We further strengthened our
position in this market in February
2003 with the purchase of Enterprise
in Dalias.

Operating costs improved again in
2003. As the economic environment
has made it difficult to achieve
substantial increases in sales and
gross margin dollars, we have
continued to improve operations
and increase our efficiencies. We
have enhanced cur internal IT
system, improved our facilities
and reduced and consolidated
our delivery routes and further
stanctardised precedures in
warehousing, customer service and
purchasing. We have also worked
with our vendors and customers
to eliminate extra costs in the
supply chain. This will continue
as we move forward into 2004,

Cutsourcing Services

Europe and Australasia

In the seven countries that we
operate in today, the UK, Ireland,
Germany, the Netherlands,

Denmark, Australia and New
Zealand, as well as a number of
countries that we export into, we
continued to show good progress
despite testing sconomic conditions.
We provide our customsrs with

a ‘one-stop-shop’ for all their
purchasing, distribution and store
or outlet service needs. We also
provide management information
to help our custormers better
control their expenditure on the
broad range of consumable
products that we typically supply.
By outsourcing the management
of this supply chain to Bunal,
customers are abie 10 reduce
thelr internal costs of operation
and achieve efficiencies by
concentrating on their own

core businesses.

During 2003 growth has again
come from acquisitions, new
contract wing and the expansion
of our preduct range offsetting
the impact of deflation, particularly
in the retail market.

In addition to acquisitions during
the period, including MultiLing in
Denmark and O'Mahony in Ireland,
we achieved new contract wins
across a broad spectrum of
customers in our target markets:
contract caterers, contract
cleaners, facilities management
groups, supermarket/retail
chains and the healthcare sector.
Moreover we have been successful

| /7,100

employees work across
our network in 11 countries.




Highlights

» The acquisition of
Enterprise in Dallas has
expanded our position in
the food processor market

= Prolix, a supermarket
supplies business in
Chicago, was acquired
in December

= Redistribution has
continued to present
new opportunities

» MultiLine in Denmark
and O’'Mahony in Ireland
have been acquired during

the year
Sanitation products
We supply cleaning
and hygieng products
to supermarkets, caterers,
food processors, hotels,
contract cleaners and
other users.

4 1 Food procassor 3 Disposable soup cups
supplies Qur range of plastic
Many food processor containers is ideal
customers require for takeout foods such
specialised personal as soup which can be
protection equipment consumed immediately
for their employees or 1aken heme and
as well as packaging refrigerated or
for their products, microwave heated.

2 Takeout foods 4 Distribution

We supply packaging In the US we are the
ideal for the attractive jargest distributor of
presentation of ready store supplies serving
to eat food. grocery chains both

naticnally and regionaily.
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Qutsourcing Services continued
Providing a ‘one-stop-shop’
solution at the lowest

in increasing our penetration

with focal customers in many

of the markets that we senve.

Of particular note was the fact
that we were successful in gaining
three new multi-year contracts, a
longer time frame than usual in our
industry, which demonstrates our
customers’ confidence in Bunzl
as a reliable partner. The first such
contract covers several countries
in Northern Europe for the supply
of alt non-food consumabies to
an international catering group.
The second covers the provision
of all in-store consumables for a
leading UK non-focd retail chain
reflacting our expertise in tailoring
supply programmes to meet the
specific requirements of retail
customers. The third covers the
provision of all light catering
equipment for a catering group

in the UK.

Focused expansion of cur product
range to capture more business
with individual customers has been
a feature of our development for
several years. The range extension
into light catering equipment, largely
as a result of the acquisitions of
Lockhart and MclLaughlin in 2002,
has proved beneficial with several
customers in the UK, especially

in hotel and catering supplies, and
provides the base for potential
future expansion into other countries
where we are also strong with
such customers.
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As the leading independent vending
operator in the UK, Vending Services
has also been successful in
generating organic sales growth
from winning contracts in the
financial services and retail sactors
ir the UK. Nevertheless 2003 has
been a challenging environment
with consumption in the City of
London specifically, and industry
in general, reduced due to

staff cutbacks.

Adding new product categaories
to its core range helped our
specialist healthcare supply
business, Shermond, to show
strong organic growth. It is
pleasing also to report that the
healthcare sector is a successiul
area of developmeant in a number
of countries including the
Netherlands, Ireland and Australia.

Crganic growth and the integration
of recent acquisitions also drove
the successful development of
our cleaning and safety supplies
businesses. We secured organic
growth by winning new contracts
and developing our product range
with existing customers. A growing
number of products are now
sourced internationally and
developed under our own brand
names. A number of the key UK
ranges have been successfully
introduced into the Australian
market following the creation

of a dedicated Bunzl Safety sales

COSt

resource in Australia. In the UK
the Darenas business, acquired at
the end of 2002, is in the process
of being fully integrated with the
core business in order 1o reduce
our cost base and establish a
common platform from which

to grow in 2004,

Our activities during 2003 have
been focused on integrating

new acquisitions particularly in
Australia, Denmark, Ireland and
the UK, improving performance
and enhancing returns. We have
supplemented these activities with
investmant in new, more afficient
warehouse operations and
standardised IT systerns. During
the last two years we have
apened new, state-of-the-art
warghousing facilities in the
Natherlands, Germany and the
UK and in 2004 we will open
new facllities in the UK, Denmark,
reland, Australia and New
Zealand. We are also implementing
our standard IT systems into the
acquisitions we have made and
will continue to drive this process
forward in 2004. Finally we have
established a Group Purchasing
function to enhance our leverage
across countries and better
co-ordinate our international
sourcing activities. These
initiatives provide the foundations
for continued expansion and
developmaent from an efficient
and effective cost base.

7 million

pieces of cur own brand
cutlery are sold a year to
customers throughout the UK.




Highlights

» Lockhart and McLaughlin
have strengthened our
offering to catering
and related trades

» The vending and
healthcare supplies
businesses have expanded
through organic growth

» Cleaning and safety
supplies products
have been extended
into Australia

= [nvestment in new
warehouses and
standardised IT
systems is ongoing

Catering supplies

Our product range
provides an outsourcing
solution for hotels,
restaurants and caterers
and includes beverages,
disposables and tableware.

4 1 Vending machines 3 Surgical face masks
We are a leading We are a leading supplier
suppiier and operator of disposable hygiena
of vending machines products including face
supplying businesses masks and examination
throughout the UK glovgs to the healthcare,
with machines, food and pharmaceutical
ingredients and industries.

technical service.
4 Safety supplies

2 Lockhart cutlery A wide rangs of
Qur aown brand cutlery protective equipmeant
is stylish, durable and is supplied to industrial
made from the highest customers throughout
quality materials. the UK.

L] -
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Filtrona

Developing our operations
on a worldwide basis

Medical diagnestic device
We manufacture bonded
fibre components used
in diagnostic medical
devices such as home
pregnancy testing kits.

11%

profit increase in Filtrona

at constant exchange rates.
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Filtrona is a world leading supplier of outsourced
cigarette filters, ink reservoirs and other bonded
fibre products, protection and finishing products,
self-adhesive tear tapes and certain security
products. It is also a leading extruder of custom

plastic profiles.

production facilities across
Eurape, the US, Latin America

and Asia.



At constant exchange rates, sales
in Filtrona rose by 6% and operating
profits increased by 11% despite
the continuation of a challenging
manufacturing envircnment which
again was most noticeable in our
North American businesses.

Filtrona now operates from 38
production facilities in 14 countries
engaged in flexible light manufacture
and service oriented supply of low
unit value itemns to customers
throughaout the world. Filtrona
occupies leadership positions in
small focused international markets,
or niche segments of larger
markets, where the development
of quality, differentiated positions
is possible through consistent
investment and dedication to
delivering superior customer
valug and service.

The underlying performance of
our outsourced filters businesses
continued its robust trend, with
volumes ahead in all regions

and a particularly encouraging
performance in Asia, although
headline results were impacted
by currency translation. The
business continuas to benefit from
increased consumer demand for
prands with low tar and special
filters, often including charcoai,
driven by changing consumer
tastes and ever stricter legislative
raquirements. Whilg it is now
possible for manufacturers to

self-manufacture some of the
simpler carbon filters due to them
pecoming standard on more
popular brands, the principal
industry players continue to favour
outsourcing for a major proportion
of their requirements. There is also
a growing intarest in more complex
and inngvative filters, which can
reduce particular constituents
within cigarette smoke, and
Filtrona is well placed to assist
with our range of technologies,
experience and know-how. Two
such products were launched in
November at the industry's ieading
exhibition, Tabexpo, in Barcelona.
The acquisition cof Baumgartner's
Fibertec business was completed

in October and this will have

a positive impact on cur filters
and fibres businesses during
2004 as we capitalise on the
additicnal customers, volumes
and complementary technclogies
derived from this important strategic
step. The changing dynamics

of the market have led to the
commencament of a consuttation
process with the local workforce
regarding the future of our northern
ltalian production facility.

Qur fipres business based in

Richmond, Virginia and Reinbek, .

Germany sells reservoirs and
wicking devices manufactured
using bonded fibre technology
for products including pens
and printers, medical device

components and household items.
The continued focus on the
clevelopment of new technologies,
applications and geographic
coverage has contributed to
excellent growth this year. The
business has been renamed
Filtrona Fibertec, recognising both
the applicability of the name to
our fibres operations and the
continuity from the Baumgartner
Fibertec acquisition,

Our self-acdhesive tear tape
business continues to be the
world’s leading supplier and made
particularly good prograss in Asia,
where supply to an important new
customner in Japan began, and the
Americas, assisted by the start up
of film ceoating at our Richmoend
facility. Volumes of both standard
self-adhesive tear tape and tear
tape with value added features
continued their strong growth
trend. The use of tear tape as a
medium for brand promaotion and
security purposes utilising various
printing techniques to produce
multicoloured images and text
continued to develop. The
application of extrusion coated
films for security and industrial
uses is also showing encouraging
results. We continue to invest in
this busingss and a new 10 station
printer at cur Nottingham site is
allowing us to expand the range
of specialist products and services
we are able to offer our customers.

1 Cigarette filters

Highlights

Reorganisation of the
business has resulted
in reduced costs

The acquisition of Fibertec
will have a positive effect
on our filters and fibres
businesses

Demand for more complex
and innovative filters has
continued to grow volumes
of ocutsourced filters

Development of new
technologies, applications
and geographic coverage
has led to growth in the
fibres business

3 Nylon screws

The share of speciality
filtered products within
the global cigarette
market continues

to grow.

2 High pressure

hose protection

Our protective parts

are used in a wide range
of applications including
caps and plugs and
high pressure hose
protection,

and fixings

Cur new range of nylon
parts will be enhanced
by the acquisition

of Skiffy in 2004.

4 Passport security

We are a leading supplier
of coated film products
for document security
applications including
British passports.
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Filtrona continued
Delivering solutions through innovation

Qur protection and fintshing
business continued to face
weakneass in many of its core
industrial markets, especially in
the US, and rising polymer prices
were alse a drag on performance.
In spite of this, the business as

a whole was ahead of last year
as Europe and the oil sector
produced particularly strong
results. The pdiicy of building the
distribution network, strengthening
the product range further with the
addition of many new lines and
increasing the scphistication of its
marketing programmes continues
t0 have a positive impact on the
performance of the business.

The addition of Skiffy in 2004 will
further strengthen this business
with its particular expertise in the
supply of nylon parts.

The sales of our European
axtrusion business picked up
strongly in the second half of the
year after a slow start which
reflected the continued difficulties

- In the European manufacturing
sector. This business continues 1o
build its position in export markets
where rnany opportunities exist for
further development and growth.
The US business also experienced
improved trading conditions in the
second half of the year, although
certain custorner segments, such
as aerospace, remain depressed.
Other segments including medical,
fraffic control, lighting and refrigeration

16 funzl p

saw good growth reflecting the
business’s focus on proprietary
products and differentiated process
technologies. Measures continued
to be taken to reduce unit costs
and to grow our business in
Mexico where future prospects
remain positive.

Globalpack, our Brazilian operation
which produces packaging for

the South American toiletries and
cogmetics industries, had another
excellent year. Sales and profits
were again well ahead with the
company’s rapidly developing
expertise in roll-on deodorant
packaging items proving

especially beneficial.

Righlights

The use of tear tape

for brand promotion and
security purposes has
led to an expansion of
products and services

The protection and
finishing business has
extended its network
and product range

Trading conditions in
Extrusion improved
during the second half

Globalpack has had
another excellent year

34,000

customers supplied with
protection and finishing
products in Europe and
the Americas.




Medical tubing

Our extruded plastic
tubing is used throughout
the medical industry in
a wide range of devices.

1 Traffic safety products 3 Tear tapes

2 We supply highiy Qur printed tear tape
durable products to provides easy opening
help improve traffic and the ability 1o
control and roag safety incorporate branding
including markers, and security features
posts and barricades. on a variety of products.

2 Ink reservoirs
Writing instruments
including pens, markers
and highlighiers, such

3 as Sharpies' pens made
by Sanford, rely on our
reservoirs 1o retain ink
and provide uniform
release while writing.
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Directors
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1 Michael Roney *Te (Age 49)
Non-executive director since
Jure 2003, After holding a number
of senior general management
positions within Goodyear
throughout Latin America and
then Asla, he became Presidant
of Goodyear’s Eastern European,
African and Middle Eastern
businesses and is presently
President of Goodyear's
European operations.
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2 Anthony Habgood# {Age 57)
Chairman since 1298, having
joined as Chief Executive in 1991,
and Chairman of the Nomination
Committee. A director of The Boston
Consuiting Group from 1977 to
1986, he was then appointed

a director of Tootal Group PLC,
subsequently becoming Chief
Executive. He is a non-executive
director of Schroder Ventures
international Investment Trust plc.

3 Paul Lerenzini {Age 64)

Chief Executive, Outsourcing
Servicas North America having
joined Bunzl in 1983 with the
acquisition of PCI Mac-Pak.

He was appointed President

of Bunzl Distribution USA in
1986 and joined the Board in
1999 with continuing responsibility
for the Group’s largest and most
successful business. He will retire
in July 2004,

4 Alexander (Pat) Dyer# (Age 71)
Deputy Chairman since 1996,
having been Chalrman from 1993.
Previously a director of Air Products
and Chamicals Ing, he joined
The BOC Group ple in 1989

and subsequently became Chief
Exscutive and Deputy Chairman
Lintil his retirement in 1996.

5 Paul Heiden*f» (Age 47)
Non-executive director since 1998.
Previously with Hanson plc, he
jained Rolls-Royce ple in 1992,
becaming a director responsible
for their Industrial Businesses in
1997 and Finance Director in
1999, He was appointed Chief
Executive of FKI plc in 2003.




Bunzl’s strong independent Board has continued to focus
on overseeing the implementation of a consistent strategy
which has successfully built the business and created
shareholder value. Five non-executives, who control the
relevant Committees, are independent as defined by the
revised Combined Code.

6 Jeff Harris™t#+ (Age 55)

Non-executive director since 2000,

senior independent director and
Chairman of the Audit Committee.
Appointed Finance Director of
UniChem Plc in 1986 and Chief
Executive in 1992, he became
Chief £xecutive of the entarged
Alliance Unichem Flc in 1997
and Chairman in 2001. He is a
non-executive director of Anzag AG
and Associated British Foods ple.

7 Stephen Williams* t#e (Age 56}

Non-executive director since 1994,

After training as a lawyer and a
period with Slaughter and May,
he joined the legal department

at Imperial Chemical Industries plc.

In 1986 he joined Unilever as Joint
Secretary and was also appcinted
General Counsel in 1993.

8 David Williams (Age 58}
Finance Director, having joined
the Group in 1991 in that role.
He was previously with Tootal
Group PLC where he held a
number of financial and operating
positions including Group Finance
Lirector. He is a non-executive
director of George Wimpey
PLC where he chairs the

Audit Committee.

9 Charles Banks™t#= (Age 63)
Non-executive director since
2002 and Chairman of the
Remuneration Committee.
Previcusly Chief Executive of
Ferguson Enterprises, the largest
North American subsidiary of
Wolseley plc, he joined the Board
of Wolseley in 1992 and was
appointed Group Chief Executive
in 2001.

* Member of the Audit Gommittee

t Memper of the Remuneration Committee
# Memper of the Nomination Committee

= Indapendsnt director
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Financial review

Group performance

Sales of continuing operations
increased by 2%, or 6% at
constant exchange rates, to
£2,728.2 milion with businesses
acquired during the year
contributing 1% of this increase.
This reflected good operating
performance and underlying
organic growth largely offset by
price deflation and unfavourable
currency translation movements.
Group sales, which included
discontinued cperations in 2002,
decreased by 4% to £2,728.2
million, but rose marginaily at
constant exchange rates.

Operating profit of continuing
operations before goodwill
amortisation increased by 5%,

or 10% at constant exchange
rates, to £214.1 million. A strong
perfonmance by both Outsourcing
Services and Filtrona was partly
offset by unfavourable exchange
rates. Group operating profit before
goodwill amertisation increased
marginally to £214.1 million

but rose by 6% at constant
exchange rates.

There were no exceptional items
in 2003. The exceptional item

in 2002 of £4.1 million represents
a profit on the disposal of Paper
Distribution partly offset by the
costs of exiting Filtrona’s small
machine building business.
including a £3.4 million lower
interest charge, profit before tax
fell marginally to £194.6 million
but rose by 5% at constant
exchange rates.

The net interest charge fall to

£1.8 million from £5.2 million in
2002. Lower average borrowings
due to strong cash generation
from operations, a fuil year of

the Paper Distribution disposal
proceeds, lower ifterest rates and
the full year benefit of discounting
the Paper Distribution deferred
payments, alf reduced the charge.
The adoption of FRS17 ‘Retiremen
Benefits’ resulted in a charge in
the year which partially offset these
benefits. However the 2002 FRS17
restatement reduced the interest
chajge in that year. Interest cover
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increased supbstantially. Profit
before tax excluding goodwill
amortisation and the exceptional
item in 2002 rose by 2%, or 8%
at constant exchange rates,

to £212.3 million.

Continuing operations’ margin
excluding goodwill amortisation
increased to 7.8% from 7.7%
in 2002. Qutsourcing Services’
margin increased to 7.7% from
7.5% and Filtrona's margin
improved to 12.4% from 11.9%.
Group margin rose to 7.8%
from 7.5%, principally dug to the
disposal of Paper Distribution
in 2002.

Currency had a net adverse
impact in the year through
translation primarily due to the
weaakening of the US ddllar against
sterling. This translation effect

is the major way that currency
impacts the Group although thers
is also a small transaction effect
on certain parts of the business.

Tax

The tax charge of £69.0 millicn
represents an effective rate of
32.5% (2002: 33.8%) on the profit
on underlying operations. Including
the impact of goodwill amortisation
the overall rate was 35.5%. This
compares 10 35.8% in 2002 which
includied the impact of goodwill
amortisation and the excepticnal
item. The effective rate is higher
than the nominal UK rate of 30.0%
principally because most of the
Group's operations are in countries
with higher tax rates.

Earnings and dividends
tarnings fell marginally but
increased 5% at constant
exchange rates to £124.6 million.
The weighted average number

af shares In issue reduced to
455.2 million from 46 1.4 millicn
due to the share buy back.
Earnings per share increased by
1%, or 7% at constant exchange
rates, to 27.4p. After adjusting

for goodwill amortisation, and the
exceptional item in 2002, earnings
per share increased by 5%, or 11%;
at constant exchange rates,

te 31.3p.

An interim dividend cf 3.85p

per share and a final proposed
divicdend of 8.25p will deliver an
increase of 8% for the year ata
total cost of £54.4 million, with
dividend cover, based on adjusted
earnings per share, at 2.6 times.
£70.2 milion Is to be transferred
o reserves.

Balance sheet

Total assets less current fiabilities
decreased by £65.0 million to
£764.6 million. This was largely
accounted for by decreased
shart term depoesits and lower
working capital. Group return on
average capital before goodwil
amartisation increased to 43.0%
from 39.5% principally due to the
disposat of Paper Distribution in
2002. Net debt decreased by
£9.5 miliion to £96.5 million due
10 strong operating cash fiow
more than offsetting an acquisition
spend of £36.1 million and the
share buy back of £91.7 miliion.
Sharehoiders’ funds decreased
by £16.0 million to £458.2 million
due to the impact of the share
buy back more than offsetting the
retained profit for the year. Gearing
fell from 22.3% to 21.0%.

Goodwill

This increased by £1.4 million to
£290.8 million refiecting goodwill
arising in the year on acquisitions
largely offset by an amortisation
charge of £17.7 milion and
exchange movements.

Cash flow

Net cash inflow from operating
activities was £250.4 million, a
£34.0 milion increase compared
to 2002, of which £17.1 million
was due to stronger working
capital management. In 2002 there
was & special pension contribution
of £20.0 million which was not
repeated in 2003, Gross capital
expenditure of £37.8 million was
used to expand and upgrade
facitities and systems and snhance
the quality and capacity of the
asset base. Sales of fixed assets
generated a cash inflow of

£85.5 miliion resulting in a net
capital expenditure of £31.3 million.
An agauisition spend of £36.1 million

and net disposal proceeds

of £10.0 millicn, representing
deferred consideration on the sale
of Paper Distribution, resulted in

a net cash outflow of £26.1 million
on acquisitions and disposals.
Net cash inflow before financing of
£79.9 million, combined with a cash
infloww from share issues relating
to the exercise of share options
of £7.0 millicn, a cash outflow

of £92.2 million for the share buy
back (including expenses) and

a favourable exchange movement
of £14.8 million, resulted in a
£9.5 milliors reduction in net debt.

Pensions

On 1 January 2003, the Group
fully adopted FRS17. As a result,
comparative figures have been
restated. The impact on the
consolidated profit for the year
to 31 Decemibzer 2002 was a
reduction of £0.4 million and
the impact on the consolidated
shareholders’ funds as at

31 Dacember 2002 was a
reduction of £68.8 million.

At 31 December 2003, the
Group’s FRS17 pension liability
was £40.8 million, a £2.9 million
impraovement compared to

2002 due to a stronger market
performance more than offsetiing
increased liabilities.

Treasury policies and controls
Bunz! has a centralised treasury
department to control external
borrowings and manage exchange
rate risk and interest rate risk.
Treasury policias are approved by
the Beard and cover the nature
of the exposure to be hedged, the
types of financial instruments that
may be employed and the criteria
for investing and borrowing cash.
The Group only uses derivatives
to manage its foreign currency
and interest rate risks arising from
underlying business activities.

Mo transactions of a speculative
nature are undertaken. The
department is subject to periodic
inclependent reviews by the internal
aucht department. Underlying
policy assumptions and activities
are reviewed by the executive
directors. Controls over exposure




changes and transaction authenticity
are in place and dealings are
restricted to those banks with the
relevant combination of gecgraphic
presence and suitable credit rating.
The Group continually monitors the
credit ratings of its counterparties
and credit to each counterparty.

Liquidity risk

The Group’s objective is to maintain
a balance between continuity of
funding and flexibility. The Group
is funded by a US dollar Bond and
multi-currency credit facilities from
the Group's bankers. The US dollar
Bond, issued in 2001, is in three
tranches: five years, seven years
and ten years for a total of $225
million at fixed rates of interest.
The bank facilities have tenures
ranging from one year to five
years and mature between 2004
and 2009. At 31 December 2003,
available bank facilities totalled
£321.2 million of which

£103.6 mition was drawn down.
In addition the Group maintains
uncommitted and overdraft
facilities to maintain short

term flexibility.

Foreign currency risk

The majority of the Group's

net assets are in currencies other
than sterling. The Group’s policy
is to limit the translation exposure
and resuiting impact on
shareholders’ funds by borrowing
1 those currencies in which the
Group has significant non-sterling
net assets and by using forward
foreign exchange contracts.

At 31 December 2003 there were
no matertal currency exposures
after accounting for the effect
of the hedging transactions.

As the majority of non-sterling
net operating assets are
denominated in US dollars,
borrowings are primarily held

in US dollars. The Group does
not hedge the translation effect
of exchange rate movemeants
on the profit and loss account.

The majority of the Group’s
transactions are carried out in the
functional currency of the Group's
local operations and so transaction
exposures are fimited. However,

Exchange rates

Return on average capital %

Average 2003 2002 2003 2002
USS: £ 1.64 1.51  Qutsourcing Services 67.5 55.8
€:f 1.44 .59  Filtrona 26.7 24.4
Year end

uss: ¢ 1.79 1.61

€. £ 1.42 1.53

where they do cceur, the Group's
policy Is to hedge exposures as
soon as they are committed using
forward foreign exchange contracts.

Interest rate risk

The Group's strategy is to ensure
with a reasonable amount of
certainty that the overall Group
interest charge is protected against
material adverse movements in
interest rates. The majority of the
US dollar Bond was swapped to
floating rates when the Bond was
issued in 2001. Interest rate

caps are in piace to reduce the
Group's floating rate exposure to
movements in US dollar LIBOR.

Financial reporting standards
and accounting policies
FRS17 has been adopted in
the 2003 financial statements.
With the exception of FRS17
there have been no changes

to the accounting policies of the
Group from the previous year.

International Financial Reporting
Standards

The Council of the European Union
announced in June 2002 that al
European listed companies will be
required 1o adopt International
Financial Reporting Standards
(IFRS) from 1 January 2005. This
will affect the Group’s financial
statemants for the six months
ending 30 June 2005 and the
year ending 31 December 2005.
Assessing the differences between
current accounting policies and
IFRS is a complex task, not

least as many of the IFRS are
themselves in the course of
revigion. However it is already
evident that certain accounting
policies and some prasentational
aspects of the financial statements
will change. Work has commenced
to ensure the Group will be ready
to meet the conversion deadline
and to present clearly the effects
of convergence to IFRS.
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Summary financial statement

Summary directors’ report

Principal activities and
developments

The principal activities of the
Group are sel out N the inside
front cover. The Chairman’s
Statement, the Operating Review
and the Financial Review on
pages 4 o 17 and 20 ta 21 give
details of the Group's activities,
developments and performance
for the year and an indication

of likely future developments.

Directors

Mr M J Boney was appointed

to the Board on 1 Jung 2003
ana, being eligiole, ofters himself
for re-slection &t the forthcoming
Annual General Meeting in
accordance with the Articles

of Association. MrL C McCuade
retired from the Baoard on 14 May
2003, All of the othel directors,
who are named an pagss 18 and
19, served throughout the yeal.

M P G Lorenzing wil ratire from the
Board an 31 July 2004, M A P Dyer
anel Wr J F Hardis retire by fotation
at the Annual Generél Meeting

in accordance with the Articies

of Association and, Daing eligible,
offer themaelves for re-election.

Divectors’ interasts in ordinary
shares are shown in Nate 21 to the
financial statements in the Direciors'
Report and ACCOUNS. Norne of the
directors was materially interested
in any contract of significance

with fhe Cormpany or any of its
subsidiary undertakings during

or at the end of 2003

Divigends

An interin dividend of 3.85p

was paid n respect of the year
and the directors recormnmend

o finat dividend of 8.25p, making
a otai for the year of 12.1p

This compares with 1 1.2p for

{he year entied 31 December 2002,

o0 Taavd i

Corporate governance

The Campany cornplied trroughout
the period under raview in relation
to all provisions of the combined
code on corporate governance
applicable for the year ended

31 Decemper 2003.

The Ghairman, Mr A J Habgood,
contimes to act in the capacity

of Chisf Exgcutive. Tne Board
recognises the concerns,
gxpressed In & general context,
eout the possible negative
efiects of a concentration of
power through a combined
Chatrman ancd Chiet Exacutive
role but believes these do not
presently apnly to the Company
for a variaty of reasons. The Board
has a majority of independent
non-executive directorns who
constitute the entire mermbership
of fhe Audit and Remuneration
Commitiees and represent &
majority of the Nomination
Commitiee. None of the Company's
non-exacutive directors had any
pravious connection with the
Company or its executive direcions
on appointmant 1o the Board.

in addition, the Group's operations
are devolved and the Group
penefits from the presenca of
strong seniar ine managament

in those operations. The Deputy
Chaiman, Mr A P Dyer, 18 &
former non-executive Ghairman
af the Company. Mr JF Harris
s been degignated as

the senior independent
non-executive director.

The Bosud's firm view i hat

the Group: does not suffar from

a damaging concentration

of powsr and s well protected
from such a possiifity. Furthermare,
it betieves that the current
arrangements are in the best
interosts of the business and

of shareroldErs.

e

Annual General Meeting

The Annual General Mesting

will be held at the Hyatt Regency
The Churchill Hotel, 30 Portman
Sguare, London Wia 42X on
wWednesday 19 May 2004 at

11 00 am. The notice convening
the Meeting i setout ina separate
letter from the Chairman 10
sharehclaers which explains

the items of special business.

Auditors

A resclution is 1o be proposed at
the Annual General Mesting for the
ra-appointment of KPMG Audit Fic
as auditors of the Company ata
rate of remuneration 10 be
determined oy the directors.

P N Hussey
Secretary
23 February 2004




Summary remuneration policy

The Company’s currant
remuneration policy for 2004
and beyond is designed to help
ensure the recruitment, retention
and motivation of the executive
directars by providing fair reward
for the responsibilities they
undertake and the performance
they achieve on behalf of
sharehclders. In this context, the
Remuneration Committee’s policy
is to set the overall remuneration
package at a competitive lavel
and in a form that permits
significant additional remuneration
o be earned for high performance
over a sustained period. This is
normaily achieved by benchmarking
base pay against comparator
companies and a range of
factors, including performance,
and by providing, in addition,
short and long term incentives
geared 1o performance.

In assessing the balance

of performance related and
non-performance related
elements of remuneration, base
pay and benefits are treated as
non-performance related, whereas
annual bonus (including awards
under the Deferred Annual Share
Bonus Scheme — 'DASBS') and
long term incentives are treated
as performance related. For this
purpose, share options are valued
at one third of their face value
an grant. On this basis, the
Remuneration Committee sets
the remuneration package

such that at least half the total
target remuneration package

is derived from the perormance
related elements.

Base pay

The base pay of each executive
director is set to reflect the size
and scope of that director’s
responsibilities undertaken on
behalf of the Board, the level

of overall performance achieved
and experience in the post. It is
benchmarked against comparator
companies and the actual pay
level is set after taking account

of performance, relevant external
survey data and the general
movement of base pay within

the Group.

CAnnual bonus plan

The executive directors participate
in an annual bonus plan intended
to support the Company’s overall
remuneration policy. The bonus
plan for each executive director
contains meaningful targets that
seek to focus attention on one
or two key measures of short to
medium term achieverment. For
the UK executive directors, half
of this annual bonus is normally
paid in cash and the balance
{but with the total aggregate
armount capped) is deferred
under the rules of the DASBS.

Under the DASBS, eligible
exscutives, including the UK
executive directors, receive the
deferred element of their annual
bonus as an award of ordinary
shares. The ordinary shares are
transferred tc the executive on

1 March in the third year after the
year in which the award is made,
provided nomally the executive
has remained in the employment
of the Group throughout that
period or until their normal
retirement date.

Share based incentives

The Remuneration Committes
believes that the long term
performance of the Group is

an impartant considearation for
shareholders and that share based
incentives are an important part
of helping to align the interests of
shareholders and those employed
by the Group. The Remuneration

Committes welcomes the fact
that each of the executive directors
currently has a meaningful holding
of Bunzl shares.

The Group operates an Executive
Share Option Scheme under which
the executive directors and other
senior executives in the Group
may be granted options over Bunzl
shares. The grant of executive
share options Is made on &
discretionary basis, taking account
of each executive's performance
and job responsibilities. In normal
circumstances options granted are
exercisable, subject to satisfaction
of.a performance condition, not
earlier than three years and not
later than 10 years after the date
of grant. The Committes is
currently consulting shareholders
regarding the adoption of a new
Executive Long Term Incentive
Pian. Shareholders wili be asked
to approve this Plan at the 2004
Annual General Meeting.

Retirerment benefits

The Group utilises both defined
benefit and defined contribution
peansion schemes throughout

the world. All principal defined
benefit schemes are closed to
new entrants who are now offered
a defined contribution arrangsment.
The exscutive directors are eligible
to participate in the relevant
pension scherne or may choose
to participate in a private
pension scheme.

Service contracts

It is the Company's policy that
executive directors are normally
employed on contracts that
provide for 12 months' notice
from the Company and six
maonths’ notice from the
axacutive. Mr A J Habgood and
Mr D M Williams each have service
contracts that provide for these

notice periods, Mr P G Lorenzini
has a fixed term service contract
which runs to 31 July 2004, The
non-executive directors do
not have service contracts.

Directors’ emoluments for 2003
The directors’ aggregate
emoluments for 2003 were

£3.5 million, the aggregate amount
of gains made by directors on the
exercise of share options during
the year was £0.3 million, the
aggregate market value of awards
exarcised by directors under long
term incentive schemes during
the year was £1.8 milion and the
aggregate amount of contributions
paid by the Company to money
purchase pension schemes in
respect of the directors was
£40,000. Two directors participate
in defined benefit pension schames,
ane of whom also participates in a
moneay purchase pension scheme.
A further director participates

in a personal money purchase
pension scheme to which the
Company contributes.

Total shareholder return

Source. Thompson Datastream

The Company's total shareholder
return over the last five years
compared to that of the FTSE
Support Services Sector is shown
above. A fulier representation of
the Company's total shareholder
return relative 1o relevant Sectors
can be found in the Chairman’s
Statement on page 5.
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Summary financial statement continued

Consolidated profit and loss account

for the year ended 31 December 2003

Summary consolidated balance sheet

at 31 December 2003

2002 2002
2003 "Restated 2003 ‘Restated
£m £m £m £m
Sales imtangible assets — goodwil 29¢.9 289.5
Existing businesses 2,707.0 2,673.6 Tangible assets 229.8 233.9
Acquisitions 21.2 Fixed assets 520.7 523.4
Continuing operations 2,728.2 26736  Current assets 743.0 777.6
Discontinued operations - 1617 Creditors: ameunts faling due within one vear  (499.1) @71.43
Total sales 2,728.2 28353 Net current assets 243.9 306.2
o i i Total assets less current liabilities 764.6 829.6
Egget{r?tlggs?r:gs'stes 195.7 189.0 Creditors: amounts falling due
Acquis?tlons 0'7 ' after more than one year (220.2) {265.3)
Contiu . 196-4 PP Provisions for iiabilities and charges {41.6) 45
Dggé?ﬁg&?g;gggns o 7'4 Net assets excluding pension liabilities 502.8 521.2
Total W i 1964 1%'4 Pensicn liabilities (40.8) (43.7)
otal operating profi . . - - A
Profit on sale of discontinusd operations _ a1 Net assets including pension liabilities 462.0 477.5
Profit on ordinary activities before interest 196.4 200.5 Capital and reserves
Net \r]terest payable - : (1.8) ©.2) Caiied up share capitai 11241 116.8
Profit on ordinary activities before taxation 194.6 195.3 Share premiurm and other reserves 3471 358.4
Profit betore taxation, goodwill amortisation Shareholders’ funds: equity interests 459.2 475.2
and exceptional items 212.3 207.3 Minority equity interests 2.8 273
Taxation on profit on ordinary activites {69.0) (70.0) T 462.0 4775
Profit on ordinary activities after taxation 125.6 126.3
Profit attributabie to minorities IR LAY ©0.5)  Approved by the Board of Directors of Bunzl plc on 23 February 2004
Profit for the financial year 124.6 124.8 and signed on its behalf by Mr A J Habgood, Chairman and
Dividends paid and proposed (54.4) (52.3)  Mr D M Willams, Finance Director.
Retained profit for the financial year 70.2 72.5
Basic earnings per share 27.4p 27.1p
Adjusted earnings per share 31.3p 29.7p
Dividends per share 12.1p 11.2p

' Resiated on adoption of FRS17 ‘Retirement Benefits'.
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Consolidated statement of total Analysis of sales and operating profit
recognlsed galns and ’Osses for the year ended 31 December 2003

for the year ended 31 December 2003

2002 Sales Operating profit

2003 *Restated 2002

£m &m 2003 2002 2003 *Restated

Profit for the financial year 124.6 124.8 £m £m £m £m
Actuarial gain/{loss) on pensicns 0.9 4.3)  Continuing operations

Deferred taxation on {gainiloss on pensions ©.4) 200 Outsourcing Ssrvices 29756 27312 174.8 168.1

Currency translation differences Filtrona 4526 442.4 56.1 52.7

on foreign currency net investments (1.5) (10.9) Corporate activities {16.8) (16.0)

Total recognised gains and losses for the year 123.6 69.6 Goodwill (17.7) (15.8}

Pricr year adjustment (adopticn of FRS17) (68.8) 2,728.2 26736 1964 189.0

Total recognised gains and losses since Discontinued operations - 1817 - T

last directors’ report and accounts 54.8 Goodwili - ©.3)

Total 2,728.2 28353 196.4 196.4

Summary consolidated

cash flow statement Summary US GAAP information

for the year endad 31 Decamber 2003

for the year ended 31 December 2003 2003 2002
. 2002 Net income for the financial year £m
2003 Restated  Gontinuing operations 131.7 126.5
£m £ Discontinued operations o - 21.3
Operating profit 196.4 196.4 131.7 147 .8
Adjustment for non-cash items 51.2 48.1 Earni h
Working capital movemants 17.9 0.8 Co;t"r?gr? p:r s frﬁ P 28.9 57 4
Special pension contribution - {(20.0) Discc|) thJ'Iwge dpsr?e:gt‘cs)n - 4.6
Employee benefit trust shares (8.8) 6.3) ninu peraLons -
Cther cash movements ) (6.3 (2.6} 28.9 32.0
Met cash inflow from operating activities 250.4 216.4
Net cash outflow for returns on Equity shareholders’ funds £m 712.2 741.8
investments and servicing of finance (4.7} Q.0
Tax paid (56.6) (64.3)
Net cash outflow for capital expanditure (31.3) (31.0}
Net cash {outflow)/inflow for
acquisitions and disposals (26.1) 33.6
Equity dividends paid (51.8) {48.0)
Net cash inflow before use
of liquid resources and financing 79.9 977
Net cash inflow/{outflow) from management
of liguid resources : 57.4 (128.7)
Net cash {outflowy/inflow from financing (98.1) 8.0
Increase/(decrease) in cash in the financial year 39.2 (23.0)
~ Restated on adoption of FRS17 ‘Retiraiment Benefits'.
L] -
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Statement of the independent auditors
to the members of Bunzl plc

pursuant to Section 251 of the Companies Act 1985

We have examined the Summary
Financial Statement on pages
22 10 25.

This statement is made solely

to the Company's members, as
a body, in accordance with Section
251 of the Companies Act 1985.
QOur work has been undertaken
s0 that we might state (o the
Company's members those
matters we are required to state
1o them in such a statement
and for no other purpose. To the
fullest extent permitted by the law,
we do not accept or assume
responsibility 1o anyone other than
the Company and the Company’s
members as a body, for our work,
for this statement or for the
opinions we have formed.

Respective responsibilities

of directors and auditors

The directars are responsible
for preparing the Summary
Financial Statement in accordance
with applicabie United Kingdom
law. Qur respensibility is to report
to you our opinion on the
consistency of the Summary
Financial Statement within the
Annual Review and Summary
Financial Staterment with the full
financial staternents, the Directors’
Repart and the Directors’
Remuneration Report, and its
compliance with the relevant
reguirements of Section 251

of the Companias Act 1985 and
the regulations made thereunder.
We also read the other information
contained in the Annual Review
and Summary Financial Statement
and consider the implications for
our report if we becorme aware

of any apparéent misstatemeants
or material inconsistencies with

the Summary Financial Statement.
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Basis of opinion

We conducted our work in
accordance with Bulletin 1989/8,
‘The Audlitors’ Statement on the
Summary Financial Statement’
issued by the Auditing Practices
Board for use in the United Kingdom.
Our report on the Group’s full
financial statements describes
the basis of our audit opinion

on those financial staterments.,

Opinicn
In our opinion the Summary
Financial Statement is consistent
with the full financial statements,
the Directors’ Report and the
Directors’ Remuneration Report
of Bunzl plc for the year ended
31 December 2003 and complies
with the applicable requirements
of Section 251 of the Companies
Act 1985 and the regulations
nﬁfﬁ thereun?ir. 3 €
(VP
}(PM’(\E/\A%dit Plc Jk k
Chartered Accountants
Registered Auditor
London
23 February 2004

The auditors have issued an unqualified report
an the full financial statements containing noe
statement under Sections 237(2) or 23713

of the Companies Act 1555,




Summary five year review

2003 2002 2001 2000 1999
£m £m” £m* £m” £m*

Sales
Continuing operations 2,728.2 2,673.8 2,568.3 2,182.4 1,765.5
Discontinued operations - 1617 318.2 321.2 363.1
Total sales ] 2,728.2 28353 2,878.5 2,503.6 21286
Operating profit
Continuing operations 196.4 189.0 1866 165.1 133.3
Discontinued cperations ) - 7.4 14.9 19.7 23.8
Total operating profit 196.4 196.4 201.5 184.8 157.1
Exceptional iterns - 4.1 - B 2.3 0.2
Profit on ordinary activities before interest 196.4 200.5 201.5 1871 157.3
Profit on ordinary activities before taxation ) 1946 1953 190.2 179.5 1521
Profit before taxation, goodwill amortisation
and exceptional items ‘ 2123 207.3 203.0 184.3 155.1
Profit on ordinary activities after taxation 125.6 1253 11886 1127 915
Profit for the financial year o i 124.6 124.8 1185 1124 90.9
Basic earnings per share ] ~ 27.4p 27.1p 25.8p 2aep 20.1p
Adjusted earnings per share . _31.3p __297p 28.6p 26.0p 21.0p
Dividends per share ) _ ) 121p 11.2p 10.35p __94p 8.3p
* Restated on adoption of FRS17 ‘Retirement Benefits’.

Bunzl ple 27




Shareholder information

Financial calendar 2004
Annual General Maeting 19 May
Results for the half vear to 30 June 2004 31 August
2005
Resutts for the year to 31 December 2004 February
Annual Report circulated March
Dividend payments are normally mads on these dates:
Ordinary shares (finai) 1 July
Crdinary shares (interim} 2 January

Analysis of ordinary shareholders

As at 31 December 2003 the Company had 6,400 (2002: 6,1939)
shareholders who held 448.3 million {2002: 467.0 milion) ordinary
shares between them, analysed as follows:

Size of holding Number of sharehciders % of issued share capital

0-10,000 - 5.626 2
10,001 - 100,000 454 3
100,001 - 500,000 188 _ i0
500,001 - 1,000,000 55 9
1.000.001 and over .78 76

6,400 100
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