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chairman’s statement

DAVID NEWTON

Had we remained predominancdy in the UK agriculeural secror we could not
bave produced ~uch acredicabic overall resule for the vear and ar the s
time continued o develop the Group activities for eche furure.

The continued knock-on effects from BSE, the unosual wearher parrerms
which had o signitcant downward ettect on ferciliser sales and the veneral
over capaeity problems in both reed and flour milling had o demmenial effect
on the result. The fmpact of these were more than otfser by wood
pertormanees trom both envineering and the joine venrure bakers company
and the vu-turn tor the vear swas marginally ahead of Lis vears recond tivore
ar L6 (199 £33 m).

Turnover mereased aeein to CI3 T (1996 £9500), maindy as o resule of
acuisitions. Afrhoweh hicher averee debe levels and mercase d interest rares
resulred i an inrerest chuarge of 93200 (1990: LIR30, the vverall
ncraee in borrowings of U1 T mithon i whellv aretlecnion or aequisinen
Cuonts

AR ANE

Despire asmadl dvop incarnings per ~hare due o increased <hares in
circulation, the Boand constders thie an increase in the final dividend
pavment i juseitied and isstill well covered ar 2.7 times. so thar o tinal
Jividend of 3.5 will be pavable on 23 Tanuery 1993, muaking o roeal for the
vear of 113p (199600 [353p) an increase of 10%,

Al TN

There were twe acquisitions Juring the fiscal year and one immedarely atrer
the vear end on which | should repore In January 1997 we acquired 30% of
the issued share capital and management control of Angus Fertilizers Limired
of Montrose which in this period has conrribured well to that ~ecror After
the year end, in September {997 we acguired a feed and tertiliser
merchanting business cablted Bowie & Aram Limired, also in Scorland. These
twor acquisitions complement each other and consolidace vur invesoment
strateny in Seotland.

The most signiticant Jeparture from our traditional base was the acquisirion
ot a company in the US in June of this vear, to mirror our very successtul UK
feed block business, Crystalyx.

We acquired an existing production plant in Oklahoma tosether with a
patented conrinuous manufacruring progess and chis, together with hiring
some very senior and talented executives from the largest US manutacturer,
was the toundation of our new venture, Animal Feed Suppletent [ne.




The experience and strength of the local team has generared exeremely strons
sales demand. We are currently installing additional capacity in the
Oklahoma plant and have recently acquired the site for our second plant in
the US. The market for these products wis not open to us from the UK, but
these moves put us eight into the heartland of large potential tonnages and
provide us with a plattorm for what should e a very
significant new carnings stream in che furure.

CORPORATE GOWVERN ANCE

The Board continuaes to be commitred to compliance with
the Cadbury Commitree’s recommendations on corporate
wovernance. The statement by the directors is ser oug on
pages 10 and 11,

Boakly APRoNIMENT-

This is my first report to vou as Chairnan, having wken
over from fan Carr on 1 Seprember. We are all delighred
that lan has agreed o conrinue his and the Carr family
axsociation with the Cowpany, with his appointment as Vice
Chairman for the next 12 wonchs, The Company and irs
sharcholders vwe a arear debr e Lan for seeing the business
through these many vears and tor having the vision o
appoint such capable senior exccutive statt to take the
business torward in the furure and T look forward to havine
his sound counsel inthe vear ahead.

Mo

Cliris Holmes and his senior staff have, as is often the e
in more ditficulr periods, worked even harder to minimise
the eftects of exrernal influences, with o sood Jdeal of success
when compared to other published resules in the same

seC ot

I would like to take this opportunicy of welcoming the new people to the
Group from both the UK and the US, Our tora! number of emplovees is now
603 {1996: 560} and on behalf of the Board 1 would like to express our
thanks to them for their support and diligence Juring a Jitticult vear.

OUTLOOK

In the UK, at least, the Agriculteral sector shows no siens of significant
ttuprovement in the short term. wich lower milk prices, burdensome new
regulations in feed milling and especially the inherenr over-capacity
problems, conspiring to put pressure on both volumes and marwins, so we
expect it to continue to be a hard furrow o ploush in the vear ahead. If chere
are brighcer spots to be found. they will be in a more normal weather year for
our now sizeable fertiliser business, for Crystalyx and in the rapidly
developing USA business, unattected by local UK issues.

The food business has similar capacity pressures. However, our continued
substantial investments in the Silloth plant. closer relationships with our

major customers and the further screngthening of our rechnical management David Newton
skills, augurs well for the longer term. Chairman
Engineering, having had an excellent vear, mav not be expected to make the 27 November 1997

same degree of progress next year, but the order hooks are good for the first
six months, order enquiry levels are high and consequently there is no
indication of any major reduction in their workload bevond that.

We have a strong operational management team and a respected name for
delivering quality products in all our business sectors. The Bouard has
demonstrated confidence in our abilicy to continue to progress by increasing
i the final dividend payment despite the well publicised pressures in the UK
agricultural business.




chief executive’s statement

CHRISTOPHER HOLMES
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Pre tax profirs increased in 1997 by 7.5% to £3.63m atter adjusting for the

L1300k vain from other income in 1996,

Operating profits were tully supported by strong cash venerarion which, ar
£3.6m, was 1% higher than in 1996, This wies achicved i spire of the

ditticulties experienced in agriculture, which are commented on below.

Netinrerest charges increased to T9S3,A00 (1996 £733.000 Jue to increased
borrowines o fund higher raw macerial stocks, mainly teetiliser nacerialks, and

to fund acquisitions made during the vear.

Opportunities exist to reduce workine capital which will ensure strong cash

inflows tfrom our operations in future vears.

After payment of £2.93m for acquisitions in the vear, and the Jebe and loans
assumed, net debr ar the close of the vear was £3.23m (1996: £6.36m). This

represents gearing of $6.0%.

AGRICULTURE

In a market that suffered from the prolonged effects of BSE it is encouraging
to report a satistactory performance from the Group'’s agriculeural activities.
especially when compared to other companies in the sector. Through focusing
on the strengrhs of the existing business and through straregic acquisitions,
operating protits were Jdown by onby 114% ar £2.14 million on tumover 2.8%

higher at £76.3 million.

Animal feed and fertiliser raw materials prices fell significantly from the start
of the financial year. Qur forward contract purchasing policy which involves
covering a percentage of our requirements had a twofold impact on results.

First, the reduced demand for feed and fertiliser resulted in falling prices,




which in turn had a negative impact on margins due to the higher priced raw
material contracts. Secondly, the cost of carrying additional stocks due to
reduced demand resulted in higher interest charges.

The current position as the market adjusts to reduced demand indicates a
return to a more normal situation with raw materials prices expected to
increase gradually throughout the season. With a retumn to more normal stock
levels we expect to see a reduction in the working capital required to finance

our existing agricultural acrivities.

The branches performed well, particularly on sales of machinery and farm

consurmables. The decision to postpone the refurhishment at Barnard Castle
in favour of opening a new branch at Morpeth to increase our market
penetration in the North East was taken in conjunction with Massey

Ferguson of whose tractors we are the country’s largest dealer. The benefits of

this expansion should enable machinery sales to remain at similar levels

despite the reduction in demand that is currently being experienced.

Sales of Crystalyx, the specialist feed block, continued to increase with the
introduction this year of a new brand for the equine market, Horslyx. The
success since we acquired Crystalyx in 1993 has been most encouraging
despire the difficulties in exporting with a strong pound. The knowledge and
expertise we have developed and the exchange of ideas with our new
company in the US, Animal Feed Supplement, provides us with an excellent
platform to continue t expand profitably on both

sides of the Atlantic.

Foop

The food business made an operating profit of
£0.77 million (1996: £0.84 million) on a turnover
of £14.2 million (1996: £16.3 million). In addition
Robertsons profits increased to £0.66 million

{1996: £0.43 million).

Carrs Flour Mills suffered from lower sales volumes
and margins for the greater part of rhe year owing
to fierce competitive pressures. Volume loss has

been addressed and further improvements are

expected this year. Capital expenditure s also

*

being undertaken which will benefit the
profitability in furure years. The flour mill has the
capability of producing not only high grade biscuit
and bread flours, but also speciality flours. Real
progress has been made during the year by Carrs

Foodrech in marketing these speciality products
alongside other food ingredients. '




Christopher N € Holmes

Chief Executive
27 November 1997

The joine venture bakery company, Robertsons, continues to make excellent
progress benefiting from lower flour prices and continued improvements in

efficiency to achieve a satisfactory level of profitabilicy.

ExciNERRING
Engineering more than doubled both turnover and profit to £10.4 million
(1996: £4.5 mitlion) and £1.16 million (1996: £0.31 million) respectively.

Bendalls, which joined the Group at the end of July 1996, had an excellent
year, as Jdid Keytor and Hinds. The loss making vehicle accident repair
business of Bendalls was ingegrared with Hinds and cerurned to proficabilicy.
The cost savings that were planned on Bendalts coming into the Group all
materialised. Several major contracts were successtully complered Juring the

year which has resulted in new conrraces heing awarded for this vear.

All the engineering activities operate from Carlisle and supply the

perrochemical, power, chemical, food and animal teed industries.

The excellent pertormance of our engineering activities is expected to
continue and will also benefit from capital expenditure that has tken place

Juring cthe vear on borly design and manutacturing equipment.

Aswas stated in rhe Interim Reporr, Engineering is now asignificant part of
the Group’s protitabilicy and a counterbalance o any short-term Jditficulries

experienced in Agriculrure.

[ T Chwr
The Company was formed in [831 by Jonathan Dodeson Carr. lan C Carr,
the great- grandson of the founder, handed over the chatrmuanship of the

Company t David Newton on 1 Seprember 1997,

The Company has been chaired by a member of the Carr family for 166 years.
fan, who is currently Vice Chairman until he retires from the board aged 70
at the end of the financial year, served as Chairman for 33 of those vears from

1964,

I'would like o express both my own and my colleagues’ thanks to lan for his
support, guidance and leadership over those changing vears. lan has been, and

[ am sure will conrinue to be, an excellent ambassador for Carr's.
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[RECTORS’ REPORT

Principal activities

The principal activities and the development
of the Group are Jdesgribed in the Chairman’s
Statement and che Chiet Execurives Review
on pages 2t 6, The financial starements tor
the vear ended 30 Augest 1997, including
other information abour the Groups financial

position, are set out on pages I8 o 39

Dividends

The directors recommend a final Jividend on
arditiary <hares in respect of the vear ended 30
August 1997 of 3.3p ner per <hace (1996: S.0p
net pershare) pavable on 23 Tanuary 1993 1o
sharcholders on the revister om 38 December
1997 which with the inrerim dividend of 3.0p
net per share (19962 2.3p ner per ~hare? paid

on 4 June 1997, absorls £919,008.

Share capital

Puring the vear, the issued share capital of the
Company increased by 23061 Ordinary shares
as 2 resulr of the atlotment of 3,800 shares as
part considerarion for 3% of the share capiral
of Angus Fertilizers Limited and the balance

pursuant to the exercise ot share oprions under

the Company’s Employee Share Option Scheme.

Acquisitions
During the vear the Group acquired the

following businesses:

e  On 8 January 1997, 30% of the isseed
share capital of Angus Fertilizers Limired

for a consideration of £772.200.

¢ On 23 June 1997, Animal Feed
Supptement Inc. a company incorporated
in the State of Oklahoma, USA, for a
consideration of £1,378,000.

i Post balance sheet event

In line with the Group’s policy of expanding
the agriculeural business wich srraregic

: acquisitions, the hoard’s offer to acquire 63.8%
of the issued share capital of Bowie & Aram

! Limited on 8 Seprember 1997 was successtul.

The remaining 36.29% of che isued share
capital was acquired Juring Seprember.
The total consideration of £333.000 was

satisticd by cash.

Bowie & Aram Limited supplics animal teed
¢ terriliser and agricultueal chemueals ro the
D frming communiry in Scotland and is bused m

i Renfrew near Glasgow.,

Personnel

The Group consiaes of acdiverse ranee of

L companies which have developed voluntan
practices and procedures for enyplowee
wvolvement appropriae to them own
circumstines sl needs. The Group

{ encourages this approach o provide
information and consulracion and believes thar
thiz promores o betrer understanding of the
issues facing the individual busmess in which

i the emplovee works.

[t s Group policy to achieve and mauneain o
high standaed of health and sarere by all
practical means and the active mvolvement of
employees in macters of healeh and satery are

encouraged.

It is the policy of the Group o give tull and
fair consideration to suitable applications tor
emplovment from Jisabled persons where they
have the necessary abilicies and ~kdls for the
position. Where possible arrancements are
made for the continuing eomplovment of

L emplovees who have become Jisabled.




DIRECTORS’ REPORT conmass

Directors iMrD A Newron (33) held many senior

The directors of the Company at 30 August exceutive positions with Hillsdown Holdings
1997 have been direcrors for the whole of the plc and was Chief Exceutive for a number of
year ended on that date. Mr £ A Newron vears unrif his retirement in September 1996,
replaced Mr 1 C Carr as Chairman on | He is also a director of a number of other

September 1997. Mr | C Carr remains on the publicly quoted companies.

Board as a non-executive director and will

retire at the end of the next financial year, Mr [ C Carr (69) was appointed non-execurive

i 29 August 1998

Tl

- chairman in 1989 antil 1997 and was

f previously Executive Chatrmun for twenty-five
I accordunce with the Company’s Articles of vears. He is Chairman of North Cumbria
Aseciation, O N C Holwes and A R Heyeate

retire by rotarion and being eligible, ofter

Healeh Authoriny

themselves for re-appointment. Mr CN C Mr A R Heveate (32) is an exeeurive divector

Holmes has o service contrace which provides of Heveare & Sons Limireds the URS Tareest

for 2 rolling rwo vear period of notice. Mr AR fndependent flour willer.

Hevaate has o contract which expires on 31 :

August 1999, : There have been no changes in the mnterests of
fthe direcrors berween 3 Apuut 1997 and

Biovraphical demils of the independent non- 27 November 1997

CNeCUtive \.h['L‘C[’Ul'?‘ Jare \I'lU\\'H ]"L‘ll‘\\':

Directors’ Interests
Particulars of the directors’ beneficial holdings in the Ordinary share capital of the Company are as follows:

On 30 August 1997 On 1 September 1996
1C Carr ] 85,000 85,000
A R Heygate 48,466 - 18,214
C N C Holmes 3,000 3,000
D A Newton 15000 15,000
J E Tudor 10,250 10,250
R C Wood 1,000 -
162,716 131,464
Details of the directors” share oprions are : Share Options
shown on page 13 . There were no grants, lapses or exercise of

i options by the directors or the senior

During the vear no Jirector had any interest in executives Juring the vear.

any contract which was of significance in

relation to the business of the Group. A toral of 16.261 additional ordinary shares ot
23 pence each were issued during che vear asa
resule of the exercise of options under the

i Company’s Employee Share Option Scheme.




In this scheme directors and employees hold
options at 30 August 1997 over 240,533 ordinary

shares {of which 26,368 applied to directors).

Charitable and political contributions
Charitable donations made by the Group
during the year amounted o £2,789 (1996

£3,120). No political conrributions were made.

Significant Shareholdings

i persons other than existing members up to 4
maximum nominad amount of £99,901. This
sum represents 399,603 onlinary shares of 25
pence each, being equivalent to 5% of the
issued shure capital of the Company at

27 November 1997,

As at 27 November 1997, the Company had received notification of the following shareholders

having 3% or more of the issued share capital:

Total Holding

Heygate & Sons Limited

The Equitable Life Assurance Society
Littledown Nominees Limited

Bank of Scotland London Nominees Limited
Wesleyan Assurance Society

Percentage of [ssued Capicat

1,728,476 21.63%
219,000 [1.50%
600,000 1.51%
373,000 4.09%
330,000 4.358%

Payments to suppliers

[t is the Companys policy o agree rerms of
pavment with its suppliers when agrecing the
terms of @ business rransaction or transactions.
All suppliers are aware of this procedure and
the Company abides by the agreed payment
terms subject to the terms and conditions beine
met by the supplier. Wherever possible UK
subsidiaries follow the same policy and the
overseas subsidiary is encouraged to adopr

similar policies, by applying local best practice.

The amount of trade creditors shown ia the
balance sheet at the end of the financial year
represents 41 days of average purchases for

goods and services made during the year.

Annual General Meeting

The Annual Generat Meeting will be held ar
1130 am on Wednesday 7 January 1998 at the
Crown Hotel, Wetheral, Carlisle. The only
item of Special Business to be conducted ar the
Meeting relates 1o the renewal of the directors’

authority to issue new shares for cash to

£ The authority is £0 be for a period commencing
on the Jdare of passing the resolution uncil the
conclusion of the next Annual General
Meering or (it earlier) within 15 months from
the date of passing the resolution. The
proposed resolution is ser ouc as item 6 of the

i Notice of Meeting.

Auditors

[ accordance with Section 383(2) of the
Companies Act 1983, a resoluzion proposing
that Coopers & Lybrand be re-appoinged as
auditors will be submiteed to the Annual

! General Meeting.

By Crder of the Board
: Ronald C Woo
i Secretary

Stanwix
Carlisle CA3 9BA

27 November 1997
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CORPORATE GOVERNANCE

Statement by the Directors on i The Remuneration Commitree meets twice

Compliance with the Code of

Best Practice

Carr’s Milling Industries PLC supports the
recommendations of the Commirtee on the

is working towards adopting, in full, the Code of
Best Practice. The only area of non-compliance
with the Code during the whole year was the
requirement to adopt tormal procedures for the
identification of business risk. Comment on this
fssue is contained in the text which follows.

The Board

The Board comprises the nonr execurive
Chairman, three exccurive directors and rwo
other non-execurive direcrors and has regular
meetings to maintain overall control over
appropriate financial, strategic. budgetary and
organisazional issues. The non-executive
direceors represent a strong and independent
element on the Board wich their views, based on
many years of industrial experience, carrving
significant weight in the decision making

provess.

Going concern

After making appropriate enquiries, the Jirectors
have a reasonable expectation that the
Company and Group have adequate resources to
continue in operational existence for the
foreseeable future. For this reason, the Jirectors
adopt the going concern basis in preparing the
Group financial statemencs.

Principal committees of the Board

The Board has designated specific authority to
rwo committees, the Audit Commirtee and the
Remuneration Commiteee.

The Audic Committee meets twice a year and
assists the Board in ensuring thar the Group’s
published financial statements give a true and
fair view. It also reviews the suitability and
effectiveness of the Group’s internal financial
controls and the findings of the external
auditors.

i a year and is responsible for making

{ recommendations to the Board on remuneration
! policy for senior executives and directors and
for setting salaries, bonus paymencs and share

! options granted.

i Mr [ C Carr was Chairman of boch
P Commiccees untit 30 Auvust 1997 and since
Financial Aspects of Corporate Governance and

that Jate Mr A R Heveare has been Chairman

Eof the Audic Commirtee and Mr D A Newron
f Chairman of the Remuneration Committee.
Both Committees comprise the three non-

{ executive Jirectors.

! Internal financial control
¢ The Board confirms it is respensible for and has

i reviewed the effecriveness of the svstem of

{internal tinancial control as it operared Juring

i the vear. These controls are designed Foth to

i sateguard the Group's assers and ensure the

i reliability of the financial information used

{ within the business and tor pubhcation. As

¢ with many such systems, conerols can only

i provide reasonable and not absolure assarance

¢ against marerial mis-statement ot Loss, The key

! teatures of the internal financial control

¢ systems which operated throughour the period

¢ covered by the financial statements are

f described in che tollowing paragraphs.

i Control environment

i There is a clearly defined oreanisational

¢ structure within which responsibilities are

i identified in relation to internal financial

¢ conrrols. The structure is complemented by

policies laid down by Group manuals and
management are required to confirmt that they

i operate the business in compliance wich these

i policies. These policies include stricr rules for

i the authorisation and approval of both revenue

and capital expendicure.

Identification of business risk

The directors and senior executives meet
regularly to identify major business risks to the
Group. Last year the directors reported that
tormal procedures were o be prepared and
reviewed by the Board in 1997. Formal

i procedures have now been prepared which

 relate to the identification of major risks to




certain areas of the Group's activities and
procedures have been laid down for the regular
review and management of these risks.

[n addition, more rouzine information in
respect of sales, marging and cash flow is
collecred daily/weckly and reported to the

! directors and senior executives to aid the

Information systems
The Group operates a rigorous and

comprehensive annual budgeting programme

which is tundamental to the control of the
Group performance. All anaual plans are
reviewed by the execurive direcrors wich Local
management to ensure that every plan prepared
is not only achievable bue also presents a
challenge to ity management. The culmination
of the operating unies” plans is che annual
Group budget which is approved by the Board
each vear. There is a monthiy financial
reporting systemu in place which compares
results with budgers and previous vear to
identity, analyse and explin any significant
Jeviations from approved plans.

¢ identification of possible areas of business risk.

Main control procedures

The Group has defined procedures and

! financial conrrols, including information

i systeras conrols, to ensure the reporting ot

i complete and accurate accounting information.
i These cover systems for obtaining authoricy for
{ major transactions and for ensuring compliange

§wich laws and rewularions that have sieniticant

! financial implications. Procedures are also in
place ta ensure that assets are subject co rroper
! physical conrrols and that the orcanisarion
remains srructured o ensure appropriate

i osegresation of Juties.

REPORT BY THE AUDITORS To CARR'S MILLING INDUSTRIES PLC
ON CORPORATE GOVERNANCE MATTERS

In addition to our sudic of the tinancial
statements, we have reviewed the direcors’
stafements on pages [ and 11 concerning the
Company's compliance with the paragraphs of
the Cadbury Code of Best Practice specified for
our review by the London Stock Exchange and
their adoption of the going concern basis in
preparing the financial stacements. The
objective of our review is to draw attention o
non-compliance with those paragraphs of the
Code which is not disclosed.

Basis of opinion

We carried out our review in accordance with
bulletin 1995/1 *Disclosures relating to
corporate governance” issued by the Auditing
Practices Board. That builetin does not require
us to perform additional work necessary to, and
we do not, express any opinion on the
effectiveness of either the Group's system of

internal financial conerol or its corporate
governance procedures nor on the ability of the
Group and Company to conrinue in
operational existence.

i Opinion

P With respect to the directors’ statements on
tnrernal tinancial control and soing concern
Fon pages 19 and 11, in our apinion the
directors have provided the disclosures required
: by paragraphs 4.5 and 4.6 of the Code (as

L supplemented by the related gutidance tor
dizectors) and such starements are not
 inconsistent with the information of which we
are aware from our audit work on the financial
| statements.

i Based on enquiry of certain direcrors and
¢ officers of the Company, and examination of

relevant documents, in our opinion the
directors statement ot pages 10 and 11
appropriately reflects the Company’s
compliance with the other aspects of the
Code specified for our review.

Coopers & Lybrand J

Chartered Accountants
leeds

t 27 Novemger 1997
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REMUNERATION COMMITTEE REPORT

Remuneration Committee

Remunerarion of the exceutive directors is
determined by the remuneration commitrec,
which is comprised solely of the non-executive
directors of the Company, having no personal
financial interest (other chan as shareholders)
in the matters to be decided, no potential

conflicts of interest arising from cross-

directorships and no day-to-day involvemenr in |

running the business of the Group.
Remuneration of the non-executive dirccrors is

Jdetermined by the howrd as a whole.

£ principles of the Code of Best Practice issued

Terms of reference

The remuneration committee is authorised by
the Board to determine appropriate policy for
rewarding the executive Jirecrors and. wichin

that policy, o

i Remuneration policy
i The constitution and operation of the

HE. . L Lo :
i Commitree is in complianee with the

by the Greenbury Committee as now
incorporated in Secrion A of the Best Pracrice
provisions annexed to the Stock Exchane
Listing Rules. The Commiceee also confirms

Ethar full considerazion has been given to the

directors and derermine whether those

criteria have been fulfilled; and

consider proposals for the granting of share
options to the executive directors and the
performance targets which must be
achieved before such options may be

exercised.

P Bost practice provisicns set out in Seetion B,

e determine a remuneration package for each
exeentive director which <hall be Jesigned
to encourage chem to enhance the Group's
perfornuinee and provide fair reward for

their contribution:

annexed o the Listing Rules, in derermining

i the remunerazion packages tor direcrors, The
f remuneration policy adopeed is one which
i aligns the rewands of the execurtives with the

§ progress of the Groupr while viving
i prog I ; !

Econsideration o salary levels in similar sized

® agree the performance eriteria applicable to

any bonus scheme for the execurive

Directors’ Emoluments

Salary/Fees  Benefits in kind

i quoted companies in the sector. These

fpackages are reviewed annually.

Bonus Pension and Total
Related Benefics

1996/97 1995/96 1996/97 1995/96 1996/97 1995/96 1996/97 1995/96 1996/97 199596

£000  £7000  £000 £000

£'000 £000 £000 £000 £000 £000

Executive directors

C N C Holmes 91 81 7 7 - 20 40 21 138 129
R C Wood 77 71 6 6 - 20 g 8 92 105
] E Tudor T4 71 3 3 - 20 8 b 87 104
Non-executive directors

FC Carr 23 21 - - - - . - 23 2
A R Heygare 10 10 . - . - - . 10 10
D A Newwon 10 4 - - - - - - J{0] 4
Total emoluments 285 238 18 18 - 60 57 37 360 373




During the year the share price ranged berween
335p and 286p. The middle market closing
price at 30 August 1997 was 300p.

There have been no grants, lapses ot exercises

of options by the directors during the year. The
share options granted on 31 January 1996 and

Share Options

i Pension entitlement

The Company’s defined benefit pension
scheme aims at producing a pension of two-
thirds final pensionable salary at normal

 retirement age of 60. Due to the Inland

i Revenue cap this provision cannot be met in

£ full from the scheme and supplementary

Number of Options Exercise  Date from Expiry
30.08.97 01.09.96 Price which - Date
Exercisabie

C N C Holmes 27,500 27,500 103.5p 24.01.95 23.01.02

20,000 20,000 81.5p 19.01.96 18.01.03

19,690 19,690 212.0p 25.11.97 24.11.04

20,000 20,000 312.5p 01.02.99 31.01.03

R C Wood 13,040 18,040 214.0p 13.01.92 12.01.99

19,460 19,460 103.5p 24.01.93 23.01.02

10,000 10,000 8L.5p [9.01.96 13.01.03

19,690 19,690 212.0p 25.01.97 24.11.04

20,000 20,000 312.5p 01.02.99 30.01.03

J E Tudor 19,690 19,690 212.0p 25.11.97 24.11.04
20,000

20,000 312.5p 1.02.99 31.01.03

exercisable from 1 February, 1999 can be
exercised provided the growth in ecarnings per
share is ar least 2% per annum in excess of
inflation over a three year period. No share
options have been granted at a Jiscount o che

market price at the Jdate of grant.

[nland Revenue approved profit related pay
schemes are open to substantially all UK
employees, including the execurive direcrors.

. The salary figure shown above includes an

amount of £2,400 in respect of profit related
pay for each executive director (1995/96;
£2,400).

Insurance contributions relate to insurance to
provide death in service benefirs. Benefics in kind
include car, fuel, telephone and medical benefits.

{ arrangements are in place and are commented
on later. The three executive directors are
members of the pension scheme and non-
exeeutive directors do not participate. Pension
entitlement is caleulated on the salary element
of remuneration plus the average of the last
three years bonuses and taxable benefits in
kind.

The study group on directors” remuneration
recommended chat the Remuneration
Commitree’s Report should include details of
pension entitlements calculared on a basis to
be recommended by the Faculty of Actuaries
and the Institute of Actuaries. Definitive
requirements have now been established by the
London Stock Exchange and derails of
pensions eamed by the executive Jdirectors are

i shown on page 14.

13
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REMUNERATION COMMITTEE REPORT conriien

Executive Directors’ Pension Entitlements

CNCHolmes R C Wood J E Tudor

Age ar 30 August 1997 45 49 57
£°000 £000 £000

Directors’ contributions during the year - 4 4
Increase in accrued pension entitlement during the year - 4 2
Toral accrued pension entitlement at 30 August 1997 53 32 54

14

The pension entitlement shown is thac which
would be paid annually on retirement based on
service t the end of the vear and the incrense
in accrued pension Juring the year excludes
any increase tor intlation. Members of the
scheme have the oprion o pay additional
voluntary contributions, neicher the
contributions nor the resulting benetics are

included in the above table.

The normal retirement age is 60 with a2 rwo-
thirds surviving spouse’s pension. On dearh in
service a lump sum equal to four times
pensionable salary is pavable together with o
surviving spouse’s pension of two-thirds of the

director’s prospective pension.

For deach after retiremenr a spouse’s pension of
two-thirds of the member’s pension is pavable
plus the batance of a five vear guarantee it

applicable.

Pensions in payment are guaranceed to be
increased annually by 3% or the increase in the
Index of Retail Prices (RP1) if less.

C N C Holmes's pension arrangements above
the Inland Revenue cap are funded and non-
approved and attempt to provide for a pension
of two-thirds of his final pensionable salary ac
age 60, inclusive of benefits from his previous
employment, and a surviving spouse'’s pension

of two-thirds of his pension. Pensions in

fpayment are to be incrensed annually by the

increase in RPL The tunding cost of this
arrangement in 1997 was £27.000 (1996;

90800,

EAny mranster value caleulagions would not
i make allowance for discretionary benetie
fincluding pension increases and carhy

! retirement.

Annual bonus

The exceutive directors participate 1 a bonus
scheme finked to achievement of a pre-tax
profit taraet. Bonus pavments are in each case
additionally dependenr upon satistaczory
individual pertormance. The maximum amount
pavable to any director in the vear is £20.000,

i No bonus was pavable in the current vear.

Entitlemeat to notice

The executive directors have service contracts
which are terminable on two vears’ notice by

! either party. The remuneration commitcee
considers that such notice periods are
reasonable and proper in the interests of both
the Company and the executive direcrors.
Non-executive appointments are reviewed

! every three years.

i Policy on external appointments
The Company recognises that its executive
¢ direcrors may be invited to become non-

{ executive directors of other companies and chat




such non-executive positions can broaden
experience and knowledge which will benefit
the Company. The directors are therefore
permitted to accept non-executive
appointments, subject to the approval of the
board, provided that they do not conflict with
the interests of the Company. Directors are not

allowed to retain any fees paid.

Remuneration policy for Non-Executive
Directors

The remuneration for non-executive directors
consists of tees for their services in connection
with board and board committee meetings and,

where refevant, for additional services such as

i devoting additional time and expertise for the
benefit of the Group. The non-executive
directoes are not entitled to receive bonuses, be
granted share options or participate in the
Company’s pension scheme.

! Signed for the Remuneration Committee on

 behalf of the Board

N -

| CHAIRMAN /

P27 November 1997

15
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REPORT OF THE AUDITORS

to the Members of Carr’s Milling i We planned and performed our audit so as to

industries BLC obrain all the information and explanations
which we considered necessary in order to
provide us with sufficient evidence to give

We have audited the financial statements on pages reasonable assurance that the financial

[8 1o 39. statements are free from material misscatement,
whether caused by fraud or other irregularity or

Respective Responsibilities of Directors and error. In forming our opinion we also evaluated

Auditors the overall adequacy of the presentation of

As described on page 16 the Company's information in the financial statements.

directors are responsible for the preparation of

financial statemencs. [t is our responsibilicy to Opinion

form an independent opinion, based on our In vur epinion the financial statements give a

audit, on those statements and 1o report our true and fair view of the state of affairs of the

apinion o you, Company and the Group ar 30 August 1997
and of the profic, total recognised gains and

Basis of Opinion cash flows of the Group for the year then

We conducted vur audit in accordance with ended and have been properly prepared in

Auditing Standards issued by the Auditing accordance with the Companies Act 19353.

Practices Board. An audit includes -

examination, on a test hasis, of evidence

: Coopers & Lybrand
r‘c{c\':mr to the amounrs and Jisclosures in che Chortered Accountants and Registered Auditors
tinancial statements. 1o also includes an ! lesds

assessment of the significant estunates and 27 November 1997

judgements made by the Jirectors in the -
preparation ot the financial statemencs and of
whether the accounting policies are
appropriate to the Company’s circumstances,

consistently applied and adequately disclosed.

P
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For the year ended 30 August 1997
1997 1994
Notes £'300 £'000
Turnover 2
Continuing operations 92,553 95,000
Acquisitions 8,415 —
Total turnover 100,968 95,009
Cost of sales 3 (87,834) (84,067)
] Gross profit 13,134 10.942
i
; Operating profit 4
Continuing operations 3,616 3045
Acquisitions 364 o
Total operafing profit 3,980 3743
Income from incerest in
associared undertaking 638 434
Investment and other income i 1 133
Profit on ordinary
activities before interest : 4,639 4314
Interest receivable 3 60 EN
Interest payable 9 (1,043) (336
Profit on ordinary activities
before taxation 3,651 3526
Taxation 10 (1.119) (L2144
Profit on ordinary activities
; after taxation 2,332 2312
: Minority interest (74) (20
Profit for the financial year 2,458 290
Dividends 11 (919) {818)
‘ Retained profit
for the financial year : 1,539 1.472
Earnings per ordinary share 12
On net basis 30.8p 317
On continuing operations
(including acquisitions) 30.8p 30.5p

18




STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

For the year ended 30 August 1997

Profit for the financial year
Currency translacion Jifferences on foreign currency net investments

Total recognised gains and losses relating fo the year

Note of historical cost profit and losses

Reported profic on ordinary activities before mxation
Ditterence berween historical cost depreciation charge
amd the actual depreciution charge of the vear calculated
o the revalued amount

Hiztorical cost profic on ordinary activities before raxation
Historical cost profic for the vear retained after caxation,

minoerity interest and dividends

1997 1994
£'000 £'000
2,458 2,290

6 —
2,464 2,290

1997 1996
£'000 £'000
3,651 3526

40 38
3,691 3.564
1,579 1310
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At 30 August 1997
Notes £'000 £'000
TANGIBLE FIXED ASSETS
Fixed assets 13 16,089 17,797
Investments 14 877 1.064
CURRENT ASSETS
Assets held for resale — 11
Stocks 15 9,154 3,582
Debtors 16 14,820 14441
Cash at bank and in hand T4 1.397
24,048 40w
CREDITORS 17
Amounts falling Jue within one year 19,664 15,521
NET CURRENT ASSETS +,354 3904
i TOTAL ASSETS LESS CURRENT LIABILITIES 24,330 e
CREDITORS R
Amouncs failine Jue after more than one vear 4,044 4,303
PROVISIONS FOR LIABILITIES AND CHARGES 19 1,805 NS
DEFERRED INCOME
Government grants W 310 N
6,339 TR
17,991 1775
3 o A
i CAPITAL AND RESERVES
; Called-up share capital 21 1,993 RSN
; Reserves 22 15,388 13,759
Equity shareholders' funds 3 17,586 17.751
Minority interest 405 3
17,991 TSt

20




HoLbING COMPANY BALANCE SHEET

At 30 August 1997

FIXED ASSETS

[nvestments

CURRENT ASSETS

Debtors: amounts falling Jue
within one year

Debtors: amounts falling due

after one year

CREDITORS

Amounts falling Jue within one vear
NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES

CREDITORS

Amounts falbing due afrer one vear

PROVISIONS FOR LIABILITIES AND CHARGES

CAPITAL AND RESERVES
Called-up share capiral
Reserves

Equity sharcholders’ funds

Notes

14

19

1997 1996
£'000 £'000 £1000 £'000
10,433 1342
9,724 5,391
639 639
10,363 9.230
8,138 5,396
2,225 3,634
12,658 10,976
3,291 3,950
80 N
3,371 3,990
9,287 6,986
1,993 1992
7,289 4,994
9,287 6.956

The financial sarements set out on pages 13 1o 39 were approved by the Board on 27 November 1997 and stgned on its

behalf by

Christopher N C Holmes

Directors

Ronald C Wood

e sy e = e

'S

o .

£
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CONSOLIDATED CASH FLOW STATEMENT

for the year ended 30 August 1997

1997 1996
Notes £'000 £'000
Net cash inflow from operating activities 23 5,583 5,083
Returns on jnvestments and servicing of finance
Interest received 69 46
[nterest paid (972) {689)
incerest paid on finance leases {103) (93)
Dividend received from associated underraking 750 125
Net cash [outflow} from returns on investments
and servicing of finance {256 (611)
Taxation (1,154 {799
Capital expenditure and financial investment
Purchase of tangible fixed assets (1,622) (2010
Praceeds from sale of tangible fixed assers 410 179
Proceeds from sale of assets held for zresale 7 —
Luans repaid +1 3}
(1,16-) BINTEN]
Acquisitions and disposals
Purchase of subsidiary undertakings (2,933 (3,249
Equity dividends paid (870 (637
Cash outflow before management of liquid
resources and financing {301) {2020
Financing EN] (1.364) 2410
[Decrease]/Increase in cash in the period (2,165) 3935




STATEMENT OF ACCOUNTING POLICIES

The financial statements have been prepared in accordance with applicable Accounting Standards in the Unired Kingdom.

A summary of the more important Group accounting policies, which have been applied consistently, is set out helow.

CHANGES IN PRESENTATION OF FINANCIAL INFORMATION
RS 8 ‘Related party disclosures’ requires the disclosure of the details of material transactions besween the reporting entiry
and any relared parties. The new standurd came into effect for all accounting periods commencing on or after 23 December

1995, Accordingly, the new disclosure requirements are dealt with in note 33.

FRS [ ‘Cash flow statements’ was revised in 1996 1o change the formar for reporting cash flows. The revised standard came
into effect for accounting periods ending on or after 23 March 1997, Accordingly. the consolidared cash flow statement

presented on page 22 complies with the revised requirements.

BASIS OF ACCOUNTING
The financiak statements are prepared under che historical cost basis of accounsing, as modified by the revalucion of

certain land and buildings.

BASIS OF CONSOUDATION
The consolidated protit and loss account and balance sheet include the accounts of the Holding Company and all s
subsidinny companies prepared o the Saturday nearest to 31 August. The resules of subsidiary companies acqguired and ~old

are meuded trom and up to the respective dates of acquisicion or sale.

On acquisition of 3 subsidiare, all of the subsidiary's assets and liabilictes thar exist at the Jdate of acquisition are recorded ac
their fair values reflecting their condition ar thar dote. All changes to those assets and liahilities, and the resultine gains
and losses, that arise after the Group has gained control of the subsidiary are charged to the post acquisition profit and loss

ACCOunt.

ASSOCIATED UNDERTAKING

The Group's share of protits less losses of the assoctared underraking is included in the consolidated profic and foss account,
ard the Group’s share of net assets is included in the consolidared balunce sheet. These amounts are taken from the wsocated
undertaking's management accounts for the period ended August 1997 the associate’s accounting reference Jate is 30

Seprember.

TURNGVER
Turnover represents the inveiced value of sales, and the value of long-renm contract work done, excluding value added tax,

to third parties.

ASSETS HELD FOR RESALE

Assets held for resale are stated ar the lower of cost and net realisable value.

STOCKS

Sracks are stated at the lower of cost and net realisable value. Cost includes production overheads where appropriate.

LONG-TERM CONTRACTS

Turnover on long-term zontracts is recognised according to the stage reached in the contract by reference to the value of
work done. A prudent estimate of the profir attributable to work completed is recognised once the vutcome of a contract
can be assessed with reasonable certainey. The amount by which the turnover exceeds paymenes on account is shown under
debrors as amounts recoverable on contracts. The costs incurred on long-term contracts net yet taken to the profit and loss

account less related foreseeable losses and payments on account are shown as work in progress.

23
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STATEMENT OF ACCOUNTING POLICIES

Goobwitl
Goodwill, representing the difference between the fair value of the consideration paid and the fair value of the separable

net assets acquired, is written off to reserves in the year of acquisition.

DEFERRED TAXATION
Deferred mxation is provided under the liability method o take account of all material timing differences between profits
as stated in the accounts and as compured for tax purpuses to the extent that it is considered with reasonable probabilicy

that such liability will cryseallise.

DEPRECIATION
Depreciation is calculared to write off the cost or valuation of tangible fixed assets, other than freehold land which i not

Jepreciated, in equal annual instalments over their estimated usefud lives ar the following raves:

Freehold and fong leaschold properties 2
Plant, equipment and morter vehicles 30 - 23%
GRANTS

Grangs received on capital expenditure are raken to the profit and toss account in equal annual instalments over the expected

usetul lives of the assers concerned.

LEASED ASSETS
Where assets are finaneed by leasing asreements that give rights approxinaring w ownership (Cfinance leases™, the assers are
wreated as i they had been purchased ourrighe. The amounts capitalised are the present values of the minmmu lease

ravents. The corresponding commirments are shown as obligations under tinance leases.

Depreciagion an the relevant assets is charged to the profic and loss account in equal annual instalments over the shorrer of

the lease terms and the estinated wsetul lives of the assets.

Lease payments are treated s consisting of capreal amd interest elements and the incerest 1s charged wsing the actuarl

method.

All other leases are "operating leases” and the annual rentals are charged ro the profic and loss account as incurred.

PENSION €OSTS
The cost of providing retirement pensions and reluced benefits is charged o the profit and loss account over the pericds
benefiting from the emplovess’ services. The Jifference between the charge to the profic and loss account and the

contributions paid to the scheme is included as an asset or liabiliey in the balance sheet.

FGREIGN CURRENCIES

Assets and linbilities of subsidinries recorded in foreign currencies are translared into seerling at rates of exchange ruling ar the
end of the financial vear and the resulrs of foreivn subsidiaries are translated at the average rate of exchange for the vear.
Differences on exchange arising from the retranslarion of the opening net investment in subsidiary companies, and from the
translation of the results of those companies ar average rate, are taken 1o reserves and are reported in the statement of toral
recognised gains and losses. Afl other foreign exchange differences are taken to the profit and loss accouns in the year in

which they arise.




NOTES TO THE FINANCIAL STATEMENTS

1 The Holding Company has taken advantage of the exemprion, under section 230 of Companies Act 1985, from

presenting its own profic and loss account. The profit after tax for the yvear dealr wich in the accounts of the Holding

Company was £3,167,000 (1996: £891.000).

2 Segmental analysis

The analysis by class of business of the Group's rurnover, profit before taxazion and net assets is set out below:

Turnover

Class of business
Avriculrure
Foend

Engincering

Profit before tax

Class of business
Agriculoure
F\ L ‘J

Envmeenng

(ncome from interests i associared undertakinge

[nvestment meome

Central coses

Profic on ordinary activittes betore interest

Net interest pavable

Profit on ordinary activities before tax

Net assels

Class of business
Agriculture
Foud

Engineering

Oxher

Unatlocated net assets

Net assets include non-interest bearing inter-company balances.

Geographical analysis

1997 1994
£000 £'000
Inter inter
Total  Segmental Externc Total  Segmental External
Scles Sales Scles Sales Sales Scles
76,557 278 76,279 74,198 — 74193
15,815 1,574 14,241 18.233 1,925 16,312
11,063 620 13,4438 5.123 621 4,501
103,440 2,472 100,968 97.536 2547 935,009
1997 1996
£'000 £'000
2,135 240
767 S30
1,138 0T
4,060 PN
6338 434
1 133
(80) 7
4,639 4314
(988) (73s)
3,651 3526
1997 1996
£000 £000
6,527 6,164
5,203 6,746
5,859 5,347
17,589 18,257
678 (1.144)
(276) 663
17,991 .08

The analysis of tumover includes sates made from the milling business to rhe rest of Europe amounting to £783.000
(1996: £967,000), and sales made from the engineering business outside the United Kingdom of £1,965,000 (1996: £nil).
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Cost of sales and other operating income and expenses

Cost of sales

Gross profit
Distribution costs
Administrative expenses

Operafing profit

NOTES TO THE FINANCIAL STATEMENTS contiuen

1997 1996
£'000 £000
87,834 84,067
13,134 10,941
(4,065) (3.477)
(5,089) (3,720)
3,980 3,745

The toral figures include the following amounts refating o acquisitions: cost of sales £7,300,000 (1996: £6,026,000),

gross proficof £1,113,000 (1996: £1,466,0C00) and net operating expenses of £731,000 (1996: £1,235.000) (being

distribution costs £461.000 (1996: £349.000) and administration costs 290,000 (1996: £5886,000)).

Operating profit

Operating profit is stated afrer craditine:
Rent recetvable
Amortisation of government granes
Profit on disposal of tangible fixed assers
And atrer charging:
Audirors” remunerarion tor audir (company L1400 1996; £1 100
Audirors’ remunerarion for other services
Deprecivion of tangible fixed assets held under finanee leases
Depreciation of owned rangible fixed assers
Hire of plant and equipmient

Hire of other assers
Directors’ emoluments

Agaregare emoluments (including benetis)

Company contribution to money purchase scheme

1997 1996
£'000 £000
220 176
80 108
174 39
102 7
75 4
479 37T
1,485 P36
26 19
74 +
1997 1996
£000 £000
303 336
27 9

Retitement benefits are accruing to three direcrors under & defined benefic pension scheme and one of those Jirectors

also participates in a money purchase scheme.

Highest paid Direcror:
Aggregate emoluments (including benetics}
Company contribution w money purchase scheme
Defined benefit scheme:
Accrued pension ar end of the vear

Accrued pension at staet of the year

1997 1996
£600 £000
98 108

27 9

33 33

53 52

Further information relating to Jirectors” emoluments, shareholdings and share options is included in the Remuneracion

Committee Report on pages 12 to 13,

LRI L




NOTES TO THE FINANCIAL STATEMENTS cosan

6 Staff costs

Wages and salaries
Social security costs

Other pension costs

The average monthily number of emplovees during the year was made up as follows:
Sales, office and management

Manufoacture and Jdiseriburion

7 Investment and other income

Income from fixed wsser investments

Other tcome

Ocher income in 1996 relares to the eain on the disposal of an imvestment in a rharmaceurical interest.

2 lInterest receivchle

Bank interese

1997 1996
£000 £000
8,959 7,201

789 632
524 416
10,272 8,249
1997 1996
Number Number
225 192
373 268
598 460

1997 1996

£000 £000
1 5

— 13¢

1 135

1997 1994
£000 £000

60 N
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NOTES TO THE FINANCIAL STATEMENTS conivuen

9 Interest payable

On bank overdrafts

On bank loans and other loans:
Repayable within five years by instalments
Not repayable within five years

On finance leases and hire purchase contracts

Other
10 Taxation charge/(credit]
UK. comporation tax ac 32.29% (1996: 33%) - current
- Jdeferred
Underf{over) provision in respect of prior years - current
- Jeterred
Associuted undereaking
11 Dividends
Ordinary - Incerim paid of 3.0p per share (1996: 2.5p)

- Final proposed of 8.3p per share (1996: 3.0p)

12 Ecrnings per ordinary share

The caleulnzion of carnings per share on the nee basis is based on protics of

1997 1996
£'000 £'060
444 346
342 351
4 4
103 94
155 41
1,048 836
1997 1994
£'000 £'000
916 AR
(69) 136
51 33
9 (3D
212 154
LEty 1214
1997 1996
£'000 £'000
240 i~
679 637
g9 SEs

2433000 (1996 L2.290.000 il on

T977.353 shares (1996: 7,231,039 shares) being the weichred avernve number of shares in issue throughour the vear.

The caleulation of eamings per share on the continuing operarons basis (including acquisitions? s based on profir for

the financial vear less other income, net of tax, of £2.457.000 (1996: £2.205.000).

The ditference between the carnings per share as Jdisclosed and the fully Jilured earnings per share cansed by share

options not exercised is not macerial,

A ——
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NOTES TO THE FINANCIAL STATEMENTS covmvuen

13 Tangible fixed assets

Assels in
Land and Plant and Course of

Group Buildings Equipment Construction Total

£'000 £'000 £'000 £'000
Cost or valuation:
At 1/9/96 8,794 20,277 147 29218
With respect to acquisitions 318 1,516 85 1419
Additions 37 1,647 406 2,110
Disposals (13} (1.064) — (1.077)
Reclassifications . 203 (205} —
Ar 30/8/97 9,656 22,381 433 32,670
Depreciation:
At 1806 133 11,233 — 11421
With respect to acgusimons 103 932 — 1237
Charge for the vear 7 ) 1779 — 1.964
Disposal (1) (340) — (341}
At 30/8/97 472 13,109 — 13,5381
Net ook value:
A1 30/8/97 9,184 9,472 433 19,089
At LI S601 2039 147 12797
Cont or valuanion ar
WYSIT e represented by:
Valuation in 1993 3938 — — 3930
Cont 3,706 RN 433 26,720

9,656 22,581 433 32,670

The mill ar Silloth-on-Solway was revalued on the basis of Jepreciared replacement cost and the bakery ar Carliste on the

basic of upent marker vadue tor existing use at 31 Aueust 1993 by G.E Singleton and Company, Chartered Surveyors.

Other land and buildings, with the exceprion of properties construcred or land acquired in 1995 and subsequenc vears,

were valued at open markes value for existing use ar 31 Auguse 1993 by Carigier Cowen, Chartered Surveyors,

i Laind and buildings had noc been revadued thev would have been included ar the toflowing amownes:

1997 1996

£'000 £'000

Cost 7,235 6.373

Aggregare depreciation based on cost 1,635 1,433
The net book value of fand and buildings comprises:

Frechuld 7,361 6.536

Long leasehold 1,743 1,773

Short leasehold 80 —

9,184 8.611

The net book value of plant and equipment includes £1,312,000 {1996: £1,1 10,000) in respect of assets held under

finance leases.

i S
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Dormant subsidiaties are nor shown above.

Acquisitions

NOTES TO THE FINANCIAL STATEMENTS conminvuen

14 Investments Associoted Cther Other

Undertaking Investments Loans Total
Group £'000 £'000 £'000 £'000
Cost:
At 1/9/96 1,019 13 N 1,100
With respect to acquisitions — 3 — 8
Share of profit after tax 46 — — 446
Dividend received (net) (620) -— — {600}
Repavment — o {41) {41)
At 30/8/97 865 21 27 913
Amounts written off:
At 1/9/96 and at 30/8/97 — S 27 36
Net book vilue: '
At 30/8/97 863 (2 — 877
At 31/8/96 Lol 4 41 1.064

Associated Shares in Cther
Holding Company Undertaking Subsidiaries Investments Total
Cost: £'000 £'000 £'000 £'000
Ar 1/9m0 N 7,669 o 423
Additions — 2353 — 2383
At 30/8/97 750 10,054 é 10,810
Amounts wrirten otts
Ar 1996 — 1,083 — [N
Adiustarens o amounes woitien off brought forwand — {00 — (Yoo
At 30/8/97 — 37T — 377
Net book value:
At 30/8/97 750 9,677 6 10,433
At 3HSM6 03¢ 6,336 o 7342
Subsidiaries: Proportion of Shares Held
Ordinary Preference Couniry of
Name % % Incorporation Activity
Carrs Agriculture Lod. ¢ — England Animal feed compounders, fertiliser
hlenders and retaders of agricultural produces
Angus Fercilizers Lud. 30 - Scotland Blending and diseribution of tertilisers
Champion Fertilisers Led. 34 — England Blending and distrbution of fertdisers
Scotphos Lid. 1C0 — Scotlud Blending and Jistribution of fertilisers
Animal Feed Supplemenc Ine. 10 — UsSA Manufaczure of animal feed blocks
Carr's Flour Mills Led. 0 10 England Flour milling
James Bendall & Sons Led. 100 o England Engineering
Keytor Lud. 139 — England Engineering
R Hind Led. 100 — England Commercial vehicle body
builders/repairers

John Stronach (Shipbrokers) Led. - 100 — England Shipping agency
Jarmes AL Bendall (Property) Led. ) 1¢¢ England Renting of property and plant
Robertsons (Bakers) Led. 130 33 England Property holding
B.R.B. Trust Ltd. 10 10 England Financial services

On 8§ January 1997 the Company acquited 50% of the share capital of Angus Fertilizers Led.
On 25 June 1997 the Company acquired the whole of the share capital of Animai Feed Supplement Inc.

Associated undertaking

The Company holds 50% of the issued share capital comprising 730,000 ordinary shares of £1 each in Robertsons
Limited, a company engaged in the manufacture, marketing and distribugion of bakery products.




NOTES TO THE FINANCIAL STATEMENTS conrmoen

15

Stocks

Group

Raw material and stores
Work in progress
Finished products

Gaoods purchased for re-sale

Long-term contracts (included in work in progress)

Net cost less foreseeable losses

Less: applicable payments on account

Debtors

Amounts receivable wichin one vear:
Trade debrors

Amounts recoveralle on contraces
Amounts owed by Group andertakines
Advance corporanion tax recoverable
Orther debrors

Prepavments and accrued meome

Amoungs recenable atrer
mwre than one vear

Orher Jdebeors

Creditors

Amounts talling Jue within one year:
Current instalments on long term loans
Bank overdrafts

Payments on account

Trade creditors

Amounts owed zo Group undertakings
Dividends payable

Corporation tax

Other raxes and social security costs
Orher creditors

Obligations under tinance leases
Accrued payments

Deferred consideration

Advance corporation tax payable

1997 1996
£'000 £'0C0
3,936 3485
394 313
1,185 1.455
3,639 3,127
9,154 8,382
222 279
{1253) {88}
97 191
Group Holding Company
1997 1996 1997 1996
£'000 £'000 £'000 £'000
12,673 13,304 — —
790 242 — —
—_ - 9,060 S403
220 208 220 136
87 321 444 —
226 3o — —
14.696 14,391 9,724 2591
124 50 639 639
14,820 14,441 10,363 9,230
Group Holding Company
1997 1996 1997 1996
£'000 £'000 £'000 £'000
798 43 43 43
2,970 2,330 1,711 1,689
5331 9i3 — —
10,503 9,586 — —
—_ — 4,365 2,009
679 637 679 637
942 1038 — —
700 335 — 12
607 906 195 133
621 522 - —
1,057 1,358 191 210
34 — 84 —
170 173 170 [61
19,664 18,821 8,138 3,596
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18

19

Creditors

Amounts falling due after more than one year:
7% Unsecured Loan Stock 200405
Secured Bank Loan at 1 /9% over Libor

Deferred consideration

Current instalments Jue on loans and deferred

consideration

Obligarions under finance teases

The loans and the Jeterred consideration
are repayable as follows:

It one vear ot fess

Between vne and two vears

Berween two aind five vears

I five vears or more

Obligations uader fnance leases are repavable
as follows:

In one vear or fess

Berween one and two years

Berween two and tive vears

In tive years or more

Provisions for liabilities and charges
Group

At 1/9/96

Arising on acquisition

Transfer o profit and loss account

At 30/8/97

Other provisions relute o the costs of withdrawal from rhe egy production business.

Holding Company
At 1/9/96
Transfer to profit and loss account

At 30/8/97

Group Holding Company
1997 1994 1997 1996
£'000 £'000 £'000 £'000
50 30 30 W
4,197 4,643 3,900 4,643
168 - 168 —
4,415 4,093 4,118 4.693
(882) (v43) (827} (743
3,533 3930 3,291 RSN
511 613 — —
4,044 4,503 3,291 3952
Group Holding Company
1997 1996 1997 1996
£'000 £'000 £'060 £'000
882 43 S 3
882 Y 827 ol
2,444 22 1279 2,109
207 RPN 185 U7
4,413 .03 4,118 4,043
621 322
334 303
150 20
7 L3
1,132 1133
Deferred tax Other Total
£'000 £000 £000
1,779 31 1,336
29 — 29
(60) — (60)
1,748 57 1,805

Deferred tax
£000

40
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Deferred taxation

Dieferred raxation provided in the accounts is as follows:

Amount Provided Amount Unprovided
1997 1996 1997 1996
£000 £000 £000 £000
Tax effect of timing Jifferences caused by
Excess of capital allowances over depreciation 1,738 1834 150 140
Shore term timing Jdifferences (10) (33) — —
1,748 Li79 150 140

No provision has been made for additional tasation which would acerue if the Ll and buildings were disposed of ar

their revalued amounes. This labiliny is extinzred ar £334,000 (1996: £61 1200,

20 Government gronts 1997
Group £'000
A 1996 390
Amartisation in the vear NN
At 30/8/97 510
21 Celled-up share copital 1997 1996
£'000 £'000
Authoreed:
0300000 ordinary <hares or 239 cach (1996 12300000 2,625 2,623
Allorred called-up and rlly pand:
292052 ardinary shares of 23p cach (1996: T966.991) 1,998 1,992

On s January 1997, 8,800 ordinare shares were allotred and issted s part censideration for 3% of the share capital of

Angus Fertilizers Limered and the balance of 16,261 ordinary shares were issued and allored Juring the vear pursuant to

the exerctse of share options under the Emplovee Share Opoon Scheme.

Optien scheme Ourstanding Exercise
Share Optiens Price Range
Exceutive scheme 134072 S13p-214r
Exceutive scheme 1990 G0 Mli3p
Exceurtive plan 1996 NCENN FATNSTY
SAYE 240,333 157

Exceutive options are normally exercisable 3-10 vears and SAYE options 3 vears trom cheir Jate of grant.

Dates of
Grant
[959. 1994
1996
1996
1994
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22 Reserves Share
Premium Revaluation Refoined
Account Reserve Profit Total
Group £'000 £'000 £'000 £'000
At 1/9/96 4,643 4,008 7016 15,739
Premium on shares issued in the year 47 — — 47
Exchange difference — — 6 6
Retained profic for the year — — 1,53 [.339
Goodwill writren off on acquisitions — —_— {1.729) (1.729)
Gaoodwill written off on acquisitions made
in previous years — — (34) (34
At 30/8/97 4,692 1,098 6,793 15,588
Holding Company
At 1/9/96 4,643 — 349 +.994
Retained profic for the year —_ — 224 204
Premium on shares issued in the year 47 — e 47
At 30/8/97 4,692 — 2,597 7,289
23 Reconciliation of movements in equity shareholders’ funds 1997 1996
£'000 £'000
Profit tor the financal vear 2,438 e
Dividends (919) IR
[,339 1472
Exchunge Jitterence 6 —
Goodwill written off on acquisicions (1.729 vl e
Goodwill weirten off on acquisitions made m previous years (34) L3
lssue of shares 33 200
Expenses o share issue — 43
Net (Jeducdon)addition to equity shaceholders” funds (163) RN
Opening equity sharcholders’ funds 17,751 4540
Closing equity sharcholders” funds 17,586 17751
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24 Acquisitions
Animal Feed Supplement Inc,
O 23 June 1997 the Company acquired the whole of the ssued share capital of Animal Feed Supplement [nc. for

L1.578,000. The Group has applicd acquisition accounting t account for the purchase.

The summarised profic and loss account for the period from 1 July 1996, the hegnnning of their financial year, to the dare of

the acquisition i as follows:

Period ended
25 June 1997

Profit and loss account £'000
Turnover 1,536
Operating profi 193
Profic on ordinury acrivities hefore rivation 1&g
Tax on ordinary acovities (74)
Profiz on ordinary activities after raxation 126

The protit on ordinary activities afrer nixation for the vear ended 3 June 1996 was £44.000,
The company has no recogised wains and losses othier than the profic for the financial period shown above,

The asers and Hahilizies acquined are et our below:

Book and
Fair Value
£'000
Tangible fixed assets 198
Current assets
Stock 49
Debrors 31
Cish ar bank and i hand {16
Total assets 414
Liabilities
Creditors ' (104)
Net assets 3R
Goodwill 1.268
1,378
Satisfied by
Cash 1,296
Acquisition expenses 114
Deterred considerarion 163
1,373

The deferred consideration relates to a tixed paymenc of US5275,000 payable in two equal annual inscalments in 1998

and 1999,

Ty TS T e o s e e




L N PP

36

NOTES TO THE FINANCIAL STATEMENTS conrivcen

Impact on cash flows

Animal Feed Supplement Inc. utilised £80,000 of the Group’s net operating cash flows, received £1.0

returns on investments and servicing of finance and urilised £8,000 for investing activities.

Analysis of the net ouiflow of cash in respect of the purchase of
Animal Feed Supplement Inc.

Cash consideration including acquisition expenses
Cash in hand and cash at bank acquired

Net cutfiow of eash in respect of the purchase
Angus Fertilizers Limited

The Company acquired 30%

eftective control and therefore the acquisition i accounted for as asubsidinry:

OO i respect of net

£'000
1418
(L16)
1,294

Y of the isued shere capteal of Angus Ferrilizers Limired on 3 Janearse 197, The Board hos

The summarised profic and Less account tor che period from B Augast 1993, the beamming of their feanosd perod, to

the Jdute of the acquisition t< as follows:

Turnover

Operaring low

Loss on ordinary activicies betore tnarnen
Tax on ordinare acnvitnes

Loss on ordinary acrivicies atrer taxaton

The profit on ordinare activioes afeer tisation ror the vear ended 31 Jule 1993 was v

Pericd ended

8 January 1997
£'000

ET073

Y
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w2

L2

The company has no recommned v and Boses other than the Toss tor dhe tinancial persod <shown ko,

The assets and Lablities aoquired are et our below:

Tangible fixed assets
Investments

Current assets

Srock

Diebrors

Total assets

Liabilities

Creditors

Net assets

Share of net assets acquired {50%)
Goodwill

Satistied by
Shares allorred
Cash

Acquisition expenses

Impact on cash flows

Bock and
Fair Value
£'000
foIsd

(3.636)
622
31
461

il

This acquisition contributed £166,000 to the Group’s net operating cash flows, paid £46,000 in respect of ret returns

on investments and servicing of tinance, utiltised £43,00C for investing activities and £45.000 for financine.
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Anglysis of the net outflow of cash in respect of Angus Fertilizers Limited

£'000
Cash consideration including acquisition UXpenses 744
Bank overdraft acquired 361
Netoutflow of cash in respect of the purchase 1,603
Goodwill
The cumulative goodwill resulting from acquisitions has been written off to reserves.,

25 Reconciliation of profit before interest to net cash inflow from operating activities 1997 1996
Continuing activities £'000 £000
Profic on ordinary activiries betore inrerest and taition 4,639 4314
Drepreciation on rongible fixed sissets 1,964 {313
Share of profir from associate (658) {434
Profit on sale of taneible fixed ssees (174) (39}
Loms on sade of assets held for resale 21 —
Amorrisieion of governnent vrants (80) (E5)
Dieerese/linerease) in ~tocks 1.126 (1,320
Decrease inerade debeors 1,390 273
Decrense/iinerene) m prepavments and accrued inconne 142 (+3)
Inerease in amounts recoverable on conrracts (548} (3
Increase in other Jebror (+63) Loy
{Decreaseinerense in inade credicors (1.301) 1257
Dreerease i orher credieors (314) AR
Drereise in other tation and social ~ecuriey 137 47
Drecrease i pavments on aceount (442} L)
tDecrease)inerease in aceruals and Jeterred income (351) T3
Net cash inflow from continuing operating activities 5,383 3083

26 Analysis of net debt

At New Other At
1 September finance  noncash  Exchange 30 August
1996 Cash flow leases  chonges  differences 1997
Cash ar bank and in hand 1,397 {1,325} — — 2 IE ]
Bunk overdrafts 12331 (64 — — — (2,970
(3 (2,163 — — 2 (2,896)
Loans: amounts alling Juce
within one vear (+9 — — (33) _ {798)
Loans: amounts falling Jue
after more than one vear (3,930) 763 — (262) — (3,449)
Finance leases (1,133 626 {438) (135} — (1,132)
16,561 {776} (433} 4321 2 {8,273)

R T PrELTRT d




38

NOTES TO THE FINANCIAL STATEMENTS conmit e

27 Reconciliation of net cash flow to movement in net debt 1997 1996
£'000 £'000
{Decrease)fincrease in cash in the year (2,165} 193
Cash outflow/{inflow) from debe and lease financing 1,389 {363}
(776) W
New finance leases (488} (639
Louns and finance leases acquired within subsidiary {432) (29
Exchange difference 2 —
(1,714) (6783)
Net Jdebe at | Seprember 1996 {6,561} (3.9039)
Net debt at 30 August 1997 (8,273) (6.301)
28 Net cash {ouflow)/inflow from financing
1997 1996
£'000 £'000
Loans advanced — 3,200
[ssue of ordinary share capical 25 e
Repayment of loans (763) 3.3
Repavment of prineipal under finance leases (626) L3
Expenses of share isue — 4N
(1.364) Bk
29 Capital commitments 1997 1996
£000 £'000
Capital expenditure that has Feen contracted tor bat has not Been
provided for m the account W6 le

30 Other financial commitments

Ar30 August, 1997 the Group had annuad comamutments under aonecancellible operating feses tollows:

Expiring within vne vear

Expiring between pwo and five

years inclusive

31 Contingent liabilities

The holding company ha

Land and Buildings Other
1997 1996 1997 1996
£'000 £'000 £'000 £'000
— — 5 2
36 33 26 Lt
36 33 31 i3

s gunranteed the bank ovendrates of certain subsidinries, which ar 3 Avgust 1997 amounted o

£2,317,201 (1996: £2.549,314).

372 Pension commitments
The main pension schem

assets of the schemes are

es for the Group'’s employees provide defined benefirs based on final rensionable pay. The

field separately from those of the Group and aee invested with insgrange companies. The

schemes are funded o cover future pension lisbilities (ineluding expecred future carnings and pension increases). They

are subject to an independent valuation on a triennial basis by a qualified actuary whe determines the rate of the

emalovers conteibucion which, together with the specitied coneributions savable by the emplovees and proceeds from
t P }

the scheme’s assets, is sufficient on the valuation assumprions to fund the benetits pavable under the scheme,
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Pension seheme contriburions are charged o the profit and fess acconnt so as to spread the cost of pensions over the

employees” working lives wirhin the Group.

The most recent valuation of the larger pension scheme wis at 1 January 1995 and adopeed the Projected Uni
Merhod. The assamprions which have the most significant effect on the resules of the valuation are those relanng o
the rate of retum on investments and the rate of increase in salarics and pensions. [t was assumed thar the invesrmene
returns woukd be 9% per annum and thar the salary increases would average 7% per annum, [t wis also assumed that
present and furure pensions, in excess of the Guaranteed Minimum Peasion (GMP<) would increase onee in pavment
at the fewser of 5% per annum and price inflation and that GMPs would ncresse at the rare of 3% per annum. The
actuarial valuation as ar 1 Lnuary 1993 shows thae the markee value of the Plan's assels was £9,839.000 und the
actuarial value of those assets represented 116% of the benefits thae had accrued to members, after allowing for

expected future increases in aienings.

The valwation of the smalior pension scheme was ar | Auzast 1995 and adopeed the Projecred Unir Merhod, The
assumptions which have the mose significan effeer on the reselts of the valuaton are those relating to the rare of
return on investments and the rate of inerease i salanes and pensions. 1t was asumed that the INvestment returns
would be 9% per annem and that the salary incremses would average 8% per annum. [t was abo assumed that pensions.
wclusive of the GME would incrense onee in paynzent ac 3% per anoum {except for chat part of pensions acerued after

3 Apal 1997 which were asumed 1o therense once in pavment at 4.3% per annum.

The acriarial valwaen ai | Aust 1993 shows that the market value of the Plan™ assets was 1,374,000 and the
actuaral value of thoese awets tepresented 115% of the Fenefizs thar had cerued to members, afrer allowing for

C\I‘L‘(fl.\f TLEREC I ises 1Y AN,

The pension expense for the tao pension ~chemes for the period was C343.000 (1996: £244.0000. This allowed for

L0 I respect of the antortsation of siplus over T4 vears Betng the average remaining service lives of the emplovees.

A provision of L9000 (1996: C142.000) 15 ineluded in ereditors, representing the excess of the accumulared pension

expense over the smoeunt funded.

Inadditon. the Group operires a defined concrbution pension scheme, The assets are held separately from theee of the
Group and are invested with oo imsuranee company. The pension eost charee reprosents coneriburions pavable br che
Group o the fund and amounted o ©17.000 LE996: £12,000). Conrriburions toralling £1.000 (1996: ¥ 1O were

pavable te che fund arthe vear eod and are included in creditors.

Related party transactions

The Company participates in a joint venture with Starbake Carlisle Limited and holds a 30% equity incerest in
Robertsons Limited. The principal activiey of the joint venture company is the manutacture, marketing and distribution
of bakery products. The Group, through irs subsidiary company Care's Flour Mills Limited supplies tlour under a supply
agreement. [nthe vear ended 30 Avgust 1997, Group companies supplicd tlour of £3.493.000, chareed rencal for
accupying premises of LIOMCC and carried our commercial vehicle repaits of £34.000. With rthe exception of reatal
meome all umaus are included in turnover, and were based on nommal commercial terms, Amounts outscanding

receivable from Roberrsons Limired at 30 August 1997 amount to £158.000 are included in erade debrors.
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FIVE YEAR STATEMENT

AS RESTATED

SALES AND RESULTS
Turnover:

Continuing uperations
Acquisitions

Discontinued operarions

Operating profit:
Continuing operations
Acquisitions

Dircontinued operations

Share of profic of wsociate undertaking
Profit/(loss)on salefrermination of operations
[rovision for losses on operarions

to be Jdiscontinued

Amotmnts wrieten off fixed asers

Orher income and expenses

Profit on ordinary activities before inferest

[oeerest pavable and <imilar charaes

Profit before taxation

Taxation

Profit after taxation

Minority inrerest

Attributable profit

Dividends

Retained profit

NET ASSETS EMPLOYED
Fixed assets

Nert current assers

Non-current liabilities
Provisions tor fisbilities and charges
including deferred tax and pensions

Deferred income

Ramos -
Uperating margin {conzinuing operations)
Return on assets emploved
Earnings per share - ner basis
- continuing operations

Dividends per ordinary share

1993 1994 1995 1996 1997
£'000 £'000 £'000 £000 £'000
55,893 74,196 84,741 93,009 92,553

— — — - 8,415
[8.993 16,431 132 — —
14980 Y627 33,793 9309 100,968

L91s 3.172 3352 4 3,616

— — — — 564

247 £239) iz — —_

2063 1937 3302 ENES 3,950

- - 129 434 635

11 (240) e — —

— 1350 _— — —

(332 — — — —

| 1 | I35 1
[INE S BEN 3002 45314 +4.639
T {3800 ISR PR (OREY
IR 1,354 300 A0 3,631
4o {3 IRAT Y (1.119)
14 O 240 MR 2,332
— 134 (20 2N (74
24 20 20 1w 2,433
(295 13260 L390) (IR (919)
v 333 1423 BED 1.539
L4694 13,393 13,744 [5.561 [9,966
+.614 3.:003 3.247 3804 +.384
19,308 20436 20991 4070 24,350
(3,854 (4.243) (3719 (4,563 (4,044)
{2,296} (2,610 (1,730 (1836} (1,805)
{(T4C) (503 {693 139¢) (310)
12,358 12,796 4,545 17,751 17,991

34t 4.3% 4.0 D 3.9%

9.6% 12.1% 204 19.3% 20.3%

1d.6p 14.0p olp 3lip 30.8p

12.0p 2.0p 274p 30.5p 30.8p
4.3p 6.2p 8.3p 10.5p 11.5p



NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given thar the Eighey Ninth Annual General Mecting of Care’s Milling Industries PLC will be held ar the

Crown Hoeel, Wetheral, Carliste on Wednesday 7 January, 1998 ae 1130 am for the rransaction of the tollowing business.

Ordinary Business

1. Toreceive and adops the Reporr of the Direcrors and Financial Starements for the year ended 30 Auguse, 1997.
20 Todeclare atinal dividend of 8.5p per share on the Ordinary Share Capiral,

3. Tore-elegt us a Director Christopher N O Holmes who rerives by roration.

4. To re-eleet as a Dirccror Robere A Heviate whoe retires by rorarion,

3. T re-appoint Coopers & Lybrand as Auditors and to authoerise the Direcrors to fix their remuneration.

To consider and it thought tit pass the following resolution which will be propesad as a Special Resolution

6. THAT:
The Jirceror of the Company ke and are hereby enzposered purstan: o section 93 of the Compamies Aer 1953 o allo
cquiy ~ectritios (s defined nsabesection (23 of seerton 94 o the Companies Act [985) pursaant o the aurhoray
conferred on them tor the purposes of secrion 30 of the Act b the specrd resolution of the Company passed oo 9

Fanuary 1995 it secnion »0D of the said Act Jid notapply o such allomment provided thae this power s linined e

LY the allorment of equity secunnes s conneerion with 1 rghes ssue in favour of the holders of ordinary <hares w the
capttal of the Company where the equity securities acroburable o the mrerests of sueh holders are proportonare tos
nearly as nen bed o the respective nomber of sach ordinary shares held by them, subyec only rosuch exchusions or
wther arrancemenns s the diectors feel necesare or expedient o deal wirh tractionab enviclements or legal or

srachicable probieins s ander the Livs or the requiremients of any recownised recularon bodvo and
I \

B the allonment otherw e than pursaant o sabepacagraph () above) of equity securities ap foan sueregare nennal
amount of U901 and hall expare at the coreluson of the nest Annual General Meeting of the Company or 13
menths fron the Jare hereal, whichever  the carier, sive that the Company mav, Fetore such expiey, make an
ofter or avrecntent which would or michit require equity securities to be allorred after suck expiry and the Board

oy allof equine secunoes mpuesiance of such offer or agrecment as it the power conferred hereby had nor esprred.

By Order of the Board
Ronald € Weod

Secretary

Stanwix
Carlisle CA3 9BA
27 Navember 1997

There will be availuble for inspection at the registered office of the Company Juring normal business hours from the Jace of
thisz notice until the dace of the Annual General Meeting:
) Jetails of the beneficial and non-beneticial interests of all Jirecrors in the shures of the Company and irs subsidiories
and of Al rransactions in those shares inehe year ended 30 Auguse, 1997,

(1) copies of all conrracrs of service relaring to Jdircceors employed by the Company.

These documenes will also be available for inspection during the Annuad General Meeting anid for at least fitteen minures

betore it begins,




