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Qur vision

great people are at the heart
Of Our SUCCess.

great senvice our people amto
deliver outstanding service with a
commitment to quality that our
customers and clients expect.

great results we believe that
delivering great service enables
the achievement of consistently
great results.

Our values

Compass Group’s values are simply stated:
Win through teamwork, embrace diversity,
share success, passion for quality and ‘a can
do attitude'. We lock to live these values in all
that we do — as we work to make the Group
not just a good company, but a great company.

Our strategy and focus

Compass Group’s strategy 1o achieve that vision
is to concentrate on five key focus areas. In each
of these identified areas we are committed 1o
excel and to ocutperform the market.

Preferred employer We concentrate on
attracting, developing and retaining the best
paople to contribute to our long-term success.

Operational excellence Any quality reputation
rests on ensuring that systems, processes,
equipment and standards are appropriate to
the task and are delivered.

Customer and client satisfaction How a
service is delivered is just as iImportant as what
is delivered. To maintain a customer-focused
culture means listening to our clients and
customers so that we constantly review and
improve the way we work,

Financial performance Compass Group aims
to deliver sustainable growth and maximise
raturns for aur sharshalders, through industry-
leading ingreases in sales and operating prcfits,
accompanied by strong cash generation.

Market leadership Achieving market leadership
depends cn an in-depth understanding of our
markets, effective cperation, cur people and our
unique portfolio of glokal foodservice brands,




Compass Group is the world’s largest foodservice
organisation. We specialise in providing food and
vending services on clients’ premises often using
foodservice brands that we own or franchise.

We provide great service to customers who are
choosing to eat whilst at schoal, in hospital, when
travelling, at work or at leisure. Our ambitionis to be

a truly great company, and to be the standard by
which others are judged.

great people
great service
great results

"
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Group Overview Compass Group
is atruly international company with
more than 400,000 people working
in over 90 countries, generating
revenues of over £11 hillion per year.

What we do Whether clients are setting up
foodservice for the first time or are wishing to
outsource an existing operation, we can provide
the solution. Gompass Group companies work
in close partnership with our clients and
speciglise in providing food and vending
sanvices for thelr customers. We are usually
based at our clients' premises where we

are anintegral part of their team.

How we work Foodservice coniracts are usually
based around one of the following:

» ‘Management fee’ contracts. All of the costs
of providing the service are paid by the supplier
and recharged together with an agreed fee.

» ‘Fixed cost’ contracts. The client pays an
agreed cost for a specified menu of services.
This cost may be varied —for exampleif the
number of customers changes considerably.

* 'Profit and loss’ contracts. The foodservice
supplier has contral ovar the offer and pricing
in situations where there is little or no client
subsidy and the service is paid for by the
end-users.

+ ‘Concession’ contracts. The company pays an
agreed percentage of turnover forthe right to
trade at the clients’ premises.

Where we operate
Compass Group operates
in seven clearly defined
market sectorstnrough
distinct, client-tacing
operating companies.

Business and Industry
Eurest is the world leader
infood and services
TNanagernent 10 customers at
their workplace, ranging from
employee restaurants to
executive dining. Clients
include local, national and
international organisations
as well as state and regional
governments who employ
Eurest to provide quality and
cost-effective foodservice.

QOwned brands Compass
Group has an exceptiocnal
portfolio of local and
international foodservice
brands. Thay are available In
avariaty of formats from full
service outlets through to
carts, Kiosks and vending
machinges, and are used by
operating companiesina
number of our chosen market
segments. The Upper Crust
brand, for example,
established itself in airports
and rallway stations, but is now
availgle Increasingly in the
business and industry sector,
as well as at education and
healthcare sites and inthe
UK Motc estate, amigo is the
global convenience store
brand that is being rolled out
aeross the Group. amigo offers
convenience shopping for
busy people thatis fast,
friendly and tempting.

Fine Dining Restaurant
Associates provides the finest
possible executive dining
facilities, oftenin association
with top international chefs
such as Albert Roux, for
boardrooms, hospitality suites
and at major social events.

Franchised brands in
addition to owning and
sperating our own high-profle
brands, Compass Groupisa
majortranchisee, often
exciusively, of many weall-
known internationai brands.
These include Burger King and
FizzaHut. Cther franchised
brands include sbarro, offering
freshly prepared lalian food
such as lasagne and New
York-style pizza, and Krispy
Kreme which is famous for its
doughnuts, real fruit pies,
cinnamon buns and other
snack foods.




Vending Verding is anintegral
part of the foodservice and
beverage provision for most
maodern organisations, andis
an area of great international
strangth for Compass Group.
Through Canteen Vending
and Selecta, we are the

Healthcare and Seniors
Morrison and Medirest provide
food, nutrition and dining
senvices ta the healthcare and
senior iving markets across
the world. Crothall, which
specialises in providing
facilities management senvices

largest route vending company  to the healthcare secter, works

inthe worid, providing high
quality and inncvative vending
services to clients across

the USAand Europe.

alongside Momison in the USA.

Travel, Leisure and
Concessions Select Service
Partner {SSF) is the Group's
specialist concessions
company, providing high
quality focd and beverage
senvices at fravel, shopping
and leisure locations, 88P is
the largest airport restaurant
operator in Europe and the
largest provider of foodservice
at rail stations in the UK.

58P also operates Moto,

the UKs leading motonway
services operator and 27 sites
in conlinental Europe. Superior
quality catering for high profile
sporting, social and l2isure:
centres is provided by a
number of prestige companies
within the Group.

Education Scolarest and
Chartwells are leading
international companies
inthe education market. They
meet the needs of pupils and
students, from pre-school
infants, through primary and
secondary school to higher
education. They focus on
offering an altentive, quality,
innovative and consistent
sarvice,

great people 400,000 people
working in over 90 countries.

Defence, Offshore and
Remmote Site ESS Support
Bervices Worldwide [ESS)

is the largest provider of
integrated support services

in the world to clisnts in the
defence, offshore and remote
site sectors, providing the full
spectrum of support services
to clientsin over 50 countries,
often under difficult and hostile
conditions. All parts of the
services offered, ranging from
the design and build of camp
structures to operational
support in catering,
housekesping, technical
services or logistics, are done
with 2 view to creating fasting
business partnerships,

great results £11 billion of
revenues generated per year.

great service Contract
retention rate of 95%.




Welcome to Compass Group
Compass Group is the world's
teading foodservice company
in a global market which
continues to grow.

great results Like for ike turnover
growth for the year of 6%.
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The globa! foodservice and vending market is
worth over £250 biflion, which continues to grow
as clients outsource to contract foodservice
providers such as ourselves. As the market
lsader we have around a 4% share, We
continually monitor market trends and refine

our service offering to meet the needs and
expectations of our clients and customers.

The trend to outsourcing is set to continue

and this will drive future growth.

Results 2003 was a challenging year. As the
year progressed the macroeconemic backdrop
continued to deteriorate in Continental Eurcpe,
as the econamies of France and Germany
slowed further, The situation in France was
further impacted by industrial action over the
summer. However, with our geographic and
sector diversity, the rapid and effective response
of our management teams and our continued
focus on client retention, we ars pleased to
report that we have delivered on our goals. Like
for fike turnover growth for the year was 6% and
like for like margin growth was 30 basis poirts.
Full year like for like tumaover growth for the UK
divisicn was 5%, in the Continental Europe and
rest of the world division 8% and in the North
America division 7%.

Margin growth within the UK divigion has
benefited from the final tranche of the Granada
merger synergies. Outside the UK, we have
continued {o invest in the infrastructure we

heed 1o increase purchasing synargies and
labour efficiencies.

Free cash flow from continuing activities
improved by 20% to £405 million and return on
capital employed from continuing activities rose
by 40 basis points.

Growth Organic growth has been fuelled
by contract gains some of which are
highlighted below:

* Eurest has been awarded a ten-year contract
worth £29 million in annual turnover to feed
staff at 68 sites of the UK retailer Woolworths

* Selecta tock over the vending for 150
machines at Deutsche Bark. In addition,
Eurest has extended its catering with Deutsche
Bank in 25 units throughout Germany.

* ESS has been awarded a ten-year contract
with Schiumberger oiffield services company
worth $26 millior: per annum in the first year
of opearaticn with a potential tota) annual value
of around $60 million.

Acquisitions New acquisition spend for

the year armounted to £175 million: reflecting
the Group's strategic focus on the organic
development of its core foodservice and
vending businasses. The Group will continue
to make smaii infill acquisitions, whitst focusing
on organic growth,

The most significant acquisition made during
the year was a majority stake in Onama SpA,
based in Milan, italy. The consideration for the
80% stake acquired was £87 milion. Onama
provides 80 milion meals annually from 600
catering facilities. The acquisition of Onama
gives the Group a market-leading position in
Continental Europe’s third largest contract
foodservice market. The integration of Compass
Group’s existing operation in Italy into Orama
has been completed successfully. During the
year Onama has renewed a contract with ENI
for five years, which is worih £6 millicn in annuzl
turnover and sigrned a new contract with

Banca d'ltalia which is worth £5 million in
annual turnover.

Dispasals In June 2002, following a strategic
review, the Group anhounced that it was to
pursue the disposal of Little Chef and Travelodge
as they lie outside the Group's core focus on
focdservice and vending. The sale, to funds
adhvised by Permira, aleading international
private equity firm, was completed on

4 February 2003 for a total cash consideration
of £712 million. Proceeds have been used to
reduce borrowings and fund an on market share
buy back programme of £300 million. At

30 September 2003 the Group had returned
£211 million in cash to shareholders.

Shareholder Returns The recommended final
dividend is 5.7 pence per share resulting in a
total dividend for the year of 8.4 pence per share,
anincrease of 18%. This refiects the excallent
performance in 2003 and the Group's confidence

in its ability to continue to generate strong free
cash fiow,

Management Peter Harris, CEO of ESS, our
Defence, Offshore and Remote Site facilities
management company, has joined the Group's
Executive Committee. Peter's appointment
reflects the continued growth of this business
where the Group is now the market's leading
provider of these specialist services. The
Defence, Cffshore and Remote Site sector
now represents £750 million of the Group's
turnover, which has increased from £60 million
over the last nine years.

Brands The Group’s ability to develop and
operate highly successful brands gives it a
unique competitive advantage, both in securing
new contracts with clients, and also in its ability
to respond to the needs of an ever more
demanding customer base,

The Group has continued to develcp its owned
brands, which include Au Bon Pain, Upper Crust,
Harry Ramsden’s, amigo, Taste, Naples 45,
Cucina & Co, and also to trade with third party
brands including Burger King, sbarro and Krispy
Kreme doughnuts.
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Review of Operations Our business can be divided

into three divisions — UK, North America and Continental
Europe and the rest of the world. All have continued 1o
achieve strong like for like turnover growth. Whilst trading
conditions have been tough in the rest of the world
markets, particularly France, Germany, the Netherlands
and Latin America, the impact has been largely offset by
very good performances in Australia, South Africa, the

Middle East, Portugal, Spain, Switzerland, Scandinavia
and Eastern Europe.

In the UK new busingss worth £175 million in annual
turnover was won and opened. Client retention rates
remained at the record level of 95%. North America
turned in another record year with a highly successful
sales effort generating substantial new business.

With business in more than 90 countries, Compass
Group has strong and experienced management teams
around the world. Each country’s operationis run by
local nationals wherever possible, who are based in that
territory. Each country is also part of a division that is
represented on the Executive Committee.

Compass Group FLC 05




great service We are continuing
o win contracts in Japan with
anumber of major consumer
companies.
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great service At the Cost Sector
Catering Awards Eurest won

the prestigious award for best
Contract Gaterer.

great people At the Culinary
World Cup in 2002 the UK team
won 35 major awards.

greaf results A new initiative to
roll out Au Bon Pain products in
North America.is proving to be
very successiul.




Business and industry Eurest is

the world’s largest specialist provider
of catering services 1o business

and industry. The division has
continued to perform wel,
particutarly in the core markets

ofthe UK and North America.

International Growth Eurest continues to
benefit from an increase in the number of
national and multi-national contracts it has
with clients.

Our unigue business madel, employing
sectorisation, brand ownership and international
coverage, allied to our scale and global
purcnasing strength, continues to help us retain
clients, whilst attracting new ones as the trend
to outsourcing continues.

UK Eurest is the biggest catering company
in the UK. We can also ¢laim tg be the best.

At the Culinary World Cup in Luxembourg

in November 2002, our 25-strong squad of
15 team chefs and 10 support chefs achieved
a remarkable 35 awards, including 10 gold,
18 silver and 7 bronze medals.

The judges also singled out Mark Hill, executive
head chef for Eurest at Computer Associates,
for special recognition. As well as his individual
gold and team buffet silver awards, Mark was
presented with the overall Culinary Werld Cup
silver medal - the second best individual
perfcrmance on this world stage.

At the Cost Sector Cateting Awards in March
2003, Eurest Corporate Accounts won the
prestigious award for best Contract Caterer,
where we were specifically recognised for
successfully meeting the need for individually
tailored focdservice solutions among
multi-site businesses.

Such third-party acknowledgement of the
quality of cur people and the service they
provide goes some way to explaining why
we are s0 successful.

As a result, we win business and notable
multi-site gains during the year included a
seven-year contract renewsl with BT, worth
£25 million in annual turnover, and a ten-year
contract, worth £29 million in annual turnover

with Woolworths where Eurest will be rebranding

B8 public in-store restaurants throughout
the UK.

Other large contracts retained or won include a
three-year deal worth over £4 million in annual
turnaver catering for 10,000 Orange employees

across 11 of the mobile phone service provider’s

sites and with Experian, the global information
solutions comparty, where we renewed a
three-year contract with £1.3 milion in annual
turnover across five sites,

But we don't stand still, and we're locking,
for exarmple, to entich the warkplace eating
experience with live theatre cookery.

North America Despite the weakness inthe
American econcmy, like for like turnover growth
in Business and Industry continued tc improve.,
Electrical retailer Best Buy has awarded

Eurest a ten-year contract for its corporate
headauarters with annual revenues of $4 million.
Notable contract renewals include contracts
with ExxonMobil, Pizer and Suncor worth

over $28 roilion in annual revenues. Major
improvement initiatives, including the roll-out

of Au Bon Pain products into business and
industry sites is proving to be very successful.

Japan Japan is the second largest foodsendce
market in the world — a market valued at

£20 billion a year. In order to strengthen our
position here we bought Selyo Food Systems
in January 2002 and began creating a clear
business structure for our varicus operations

in Japan,

In this, the first full year since we began
implementing the Group’s business model,
we have achieved excellent progress.

Major contract wins included a ¥223 million per
year agreement with Asahi Television. With our
operation with Nippon Television Netwoerk also
going live this year, it means that two out of
Japan's six major naticnal TV companies are
now Group clients.

We are continuing to win contracts with

a number of major consumer glectronics
companies such as Sony Corporation and the
Sharp Karmeyama factoty {worth a combined
annual revenue of ¥500m); and ancther
significant developmant was a contract win
with the Ministry of Economy, Trade and
Industry with annual revenue of ¥72 million.

Contracts with global companies were won

with HSBC in Tokyo, with Citigroup Japan and
GlaxoSmithKline Japan.

Continental Europe and rest of the world
Highlights from other markets include the
winning, in France, of three new contracts
from CegetelVivendi for total annual revenues
of €3 milllion, and a €1 milion contract from
ExxonMobil Chermical. Al of these were won
against fierce competition, fallowing the
strengthening of the local management team
with the appaintment of a new sales directar,

In Switzerland, the teams of the recently
acquired Restorama and Creafive Gastro
were successfully integrated into Compass
Switzerland, whose headquarters have moved
from Montreux to Zurich. In Germany, the
extension of a Deutsche Bank contract brings
the total number of catered units throughout
Germany to 25. In Italy, we have renewed a
contract with ENI for five years which is worth
£6 miliion in annual revenues.,
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Fine Dining In-house catering of
restaurant quality creates an
impression —be it for entertaining
important clients oras part ofa
corporate identity.
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Organisations choose our fine dining services

because of the flexibility and confidentiality
they offer.

Primarily through Restaurant Associates in the
UK and North America and Flik and the Patina
Group in the US, we provide the highest quality
private dining arrangements, often in association
with top international chefs.

Indeed, during the year, Restaurant Associates
introduced a guest chef programme in North
America that has attracted chefs from as far
away as Sydney, Australia.

We recruit and develop first-class employees

to deliver the finest in fine dining. Flik has
introduced an Employee's Special on to its
menu. Each week one itern that cormes from the
employes's country or is their favourite thing to
prepare is included as a menu item. This not
only gives them pride in serving their dish, it

also increases sales because our custorners
ask about it and try it.

great people A guest chef
programme in North America has
attracted chefs from as far away
as Sydney, Australia.

great resuits Restaurant
Associates gained a contract
with BALTIC, the Centre for
Contemporary Art in Gateshead.

In the UK, Restaurant Associates gained a
number of prestigicus contracts, including a
£1.5 million annual turnover contract to manage
the catering services at BALTIC, the Centre for
Contemporary Artin Gateshead.

Milburn's is now providing catering services at
the Imperial War Museum in London, while
Leith's secured a three-year deal to manage the
catering services for the women-only relaxation
spa, The Sanctuary in London's Covent Garden.

In North America, Restaurant Associates and
Flik have won several catering contracts with
Citigreup, ABN AMRO, Revilon, AOL/Time
Warner and Morgan Stanley, worth a combined
$20 million in annual revenues.




Vending is a good indicator of
economic activity — of night working
and overtime. After a difficult 18
months, Vending had a good year.
Sales are showing signs of growth,
suggesting that the warst of the
recession may be over.

Being able to offer a national, 24/7 food and
beverage senvice with catering and vending
combined under a single Compass umbrella
is a key competitive advantage for us.

This is especially true in Norih America, out it
is increasingly the case in Europe too, where
in 2003 Selecta enjoyed considerable success
with combined offers to clients such as Abbey
National in the UK and Deutsche Bank in
Germany. Selecta is taking over the vending

at 150 points of sale at Deutsche Bank.

Selecta has also grown its position in public
vending, particularly in the travel market, where
during the vear we secured a five-year contract
1o operate 250 points of sale in Stockholm Metro
stations, and at the UK's Eurctunnel terminal.

The launch of public vending in the UK coincided
with the re-branding of the former Vendepac
business uncler the Selecta brand in January
2003. A programme of training and incentives

te all front-line personnel is supporting the
intreduction of Selecta in the UK.

great service Being able to
offer a national catering and
vending combined service is
a key competitive advantage.

In the United States, Canteen Vending,

which is the world's largest route vending
company, won a numkber of sizeable contracts
including Accor,

Canteen continued 1o expand its trand
portfolio with new offerings such as Au Bon Pain
soups, Ritazza coffee and sharro and Tony
Rorma products, and also grew its franchising
operation, which requires little capital
expenditure and offers geod margins.

Canteen has successfully launched a new
elactronic data collection process, ivend.
This enhances driver produstivity and morale
by automating data collection from machines.

great people Canteen Vending
in the United States is the world’s
largest route vending company.

great people A programme of
training and incentives to all front-
line personnel is supporting the
introduction of Selectain the UK.

great serviceThe new iVend
system was successfully
launched and will be rolled
out during 2004.
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great service In the UK, Medirest
won a six-year, £10 million annual
furnover contract with Southern
Derbyshire Acute Hospitals.

great peopie In North America
the partnership between Morrison
and Crothall has given us a distinct
competitive advantage.

great service In Japan, the market
for putsourced healthcare catering
is growing rapidly and represents
a significant opportunity for us.

10 Compass Group PLC

great people Our expertise
and know-how have been
strengthened by acquisitions
inJapan.

great results Compass Canada
won the contact to provide
foodservice for the new

William Osler hospital.




Healthcare Healthcare is one

of the major engines of growth

in our business. Compass Group
continues to build a successiul
presence in healthcare foodservice
waorldwide, through foodservice
companies Medirest and Marrison,
supported in the USA by Crothall,
its specialist healthcare facilities
management subsidiary.

Growth was particularly strong in North America,
though we also had a good year in Continental
Europe, and have taken positive action in Japan
to position ourselves to take advantage of some
very significant opportunities, The year was
tougher in the UK, however, where few contracts
were put out to bid.

In North America the partnership between
Morrison and the Group's specialist healihcare
facilittes management company, Crothall, has
again given us a distinct competitive advantage
in the market,

Large contract wins included Crothall's $7 million
laundry contract at Salem Health Senvices in
Massachusetts and Morrison's successful
$10 million contract to supply the University of
Texas Medical Branch. Compass Canada also
won the contract to provide foodsenvice for
the new Wiliam Osler hospital being built by
The Healthcare Infrastructure Company of
Canada, with annual revenues of $20 million.
The hospital is due to open in 2008. In France
the business had sigrificant sales successes
during 2003, Including a €5 million contract
with Medica France to provide catering to

48 retirement homes.

With the structural changes that are taking place
in the Japanesa medical system, the market for
outsourced healthcare catering is growing
rapidly, and represents a significant business
opportunity for the Group.

In order to further strengthen our expertise in
this area and obtain new operational know-how,
Seiyo Food Systems acquired Mediforce

Group and Eishoku Foodservice Group in

June 2002 and February 2003 respectively,
Both companies have strong positions in the
healthcare foodsenvice market and have
provided us with an excellent base for

organic growth,

During the year we won a number of significant
contracts including those with Kagoshima
Univarsity Hospital and the Shimonoseki
Hospital which have a combined value of

mare than ¥410 millicn a year for providing
2,400 meals a day.

In the UK, Medirest has won a six-year contract
with Southern Derbyshire Acute Hospitals NHS
Trust, worth £10 millicn in annual turnover, to
provide catering and hotel services to the

Derbyshire Royal Infirmary and the Derby City
General Hospital.

Medirest is rolling out an English Language
fraining programme in partnership with UNISON
—the main health trade union —to help catering
and cleaning staff who speak English as a
second language improve their communication
skills. Hospitals across London will benefit from
the scheme,
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Travel, Leisure and Concessions
Despite SARS, the sun continued
to shine on our travel related
businesses.
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Our aimport operations arcund the world had
agood year despite the effects of SARS. Qur
operations in Asia finished the year very strongly,
yet at the height of the SARS outbreak volumes
In Hong Kong, where SSP has extended its
operations from 5 to 13 units with a seven-year
contract worth £10 million in incremental annual
revenues, were 75% down. In October 2003,
S5P was awarded the contract for Hainan Island
Airport In China worth £4 million in annyal
revenues. Our strength in airports lies in the

UK and Continental Europe where — given the
difficutties — we delivered good overall results,

In France, SSP's contract at Charles de Gaulle
airport was extended for a further six years with
annual revenues of €15 million and a nine-year
contract for 10 additional units at Zurich Airport
worth £16 milfion in annual revenues was also
signed. 5SP was also awarded new contracts
in the UK at Bournemouth, Derry and Newcastle
international airports with combined annual
turnover of £10.5 million,

In North America, SSP was awarded a ten-year
contract in the new Terminal 1 at Toronto Lester
B Pearson [nternational Airport worth

CAD20 million in annual revenues.

The good summer in Europe benefited our
motorway service area (MSA) business. In the
UK, Meto continued to perform very well and
during the summer we opened our first M&S
Simply Food at Toddington services. In
December 2002, two Moto service areas were
opened in Portugal. In ltaly, we bought a small
MSA operator, Plose, which has five sites in Italy
and two in Austria. We have already rebranded
a site north of Venice as Moto and initial trading
results are very encouraging. We are also
gearing up to bid for over 100 MSA concessions
that are due to expire in 2004 on the Italian
motorway network.

Rail Gourmet had a good vear. In the UK,
disruption to the rail network caused by
maintenance work has meant that passenger
numbers were flat but significantly the contract
with GNER was renewed. Rail Gourmet also
renswed its catering iogistics contracts with
Eurostar for London and Brussels, and for
Thalys and TGV in Brussels and was awarded
the contract for the passenger lounges in the
Eurostar terminals in London, Paris and
Brussels. These contracts represent combined
annual revenues of over £2 mifion. Contracts
with AVE in Spain, NSB In Norway and D38 in
Denmark were all renewed with combined
annual revenuas of £39 million,

Starting last September with the Ryder Cup, we
catered for ancther remearkable series of sporting
events including the Kentucky Derby in May and
the Superbowl. In 2003 Levy Restaurants won
the coveted Ivy Award in the Sports and
Entertainment category for the third time.

In May we acquired FMC, the company
responsible for catering at the Wimbledon tennis
championships, the largest single annual sports
catering operation in Eurcpe. Together with
Flushing Meadow, we now cater for iwo of the
top venues in tennis.

In Japan, where we are the largest operator
of golf course restaurants, we opened five

new sites, with an annual contract value of
¥500 million.

Our business portfolic continues te grow and
during the year we have trialled our new pizza
and chicken brands in a number of locations
with encouraging results. Caffé Ritazza has
undergone further brand development and
newly converted sites have seen significant
salesincreases.

great people In Hong Kong, staff
wore face masks to work and
endured daily temperature testing
to prove they were SARSree.

great service Moto now provides
dog-feeding stations for drivers
travelling with pets!




great service The new
Caffe Ritazza in Tunis airport is
the largest in the Compass Group.

great people Staff maintained
service and broke sales

records following powercuts
in North America.
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Education Like Healthcare,
Education continues to be a major
driver of the business, and showed
double-digit growth last year.

great service In the independent
schools market, Scolarest

was awarded a £2 million contract
at Downside School.
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The education sector has exacting
reguirements. Children need a varied and
nutritious dist. But we have to balance that with
providing meals that they want to eat — and that
their parents would want them to eat. We also
have to take a very different approach when
feeding three-year-olds at nursery tc catering
for brand-conscious students at university,

t's 2 challenge.

But through Chartwells and Scolarest —
Compass companies that operate in more
than 30 countries — we have an unrivalled
understanding of foodservice neads in
education and experience in meeting them.

North America Over the past four years we
have more than doubled the length of the
average Chartwells contract from over three
years in 1999 to over seven years rnow.

Chartwells successfully won the foodservice
contract at the University of North Carolina at
Charleite, with annual turncver of $10 millicn.

UK Scolarest is providing meals to 40 primary
and three special schools in the London
Borough of Richmond-upon-Thames. A report
published in January 2003 by Ofsted, the UK
government's schoals inspectorate, praised the
schools’ catering senvice as a key strength of the
borough’s education provision, This helped to
win a five-year extension to the contract, and
means that Scolarest will now be providing
meals worth over £1 million in annual revenue.

Notable contract gains during the year included
afour-year, £2.4 million coniract for catering
services 1o 4,000 pupils across six schocls in
Newcastle-upon-Tyne and contracts worth

£5 million in annual turnover with the London
Barough of Camden and Madway Council to
provide mere than 21,000 meals a day.

In the independent schools market, Scolarest
was awarded a £2 million contract to provide
food, labour and management services for
pupils and staff at Downside Schoolin
Stratton-on-the-Fosse.

Continental Europe and the rest of the world
A number of important university contracts were
won during the year, including Copenhagen
University in Denmark, and two ten-year deals
in the Middle East, which were signed in
September 2003, One of those, a sole catering
contract with the Misr University of Science and
Technalogy in Egypt will include the intraduction
of brands such as Caffe Ritazza, Upper Crust
and amigo. A new contract at the prestigious
American University of Belrut Is estimated to be
worth $1.5 miffion in annual revenuas over the
next ten years,




great results A new contract at the
prestigious American University

of Beirut is estimated to be waorth
$1.5 million in annual revenues.

great resuits Chartwells won
the foodservice contract at the
University of North Carolina

in Charlotte.

great service Chartwells and
Scolarest operate in more than
30 countries worldwide.

great people An Ofsted report
praised the school catering service
provided by Scolarest employees
in Richmond-upon-Thames.

great service In North America
the average length of a Chartwells
contract has more than doubled
since 1999.
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Defence, Offshore and Remote Site
Nine years ago, this was a business
with a turnover of £60 million. Today
itis £750 million — and 90% of this
growth has been organic. ESS is
the world leader in this market with
unique expertise.
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T

ESS Suppart Services Worldwide (ESS) has
40,000 people operating in over 50 courtries
providing integrated support services to clients
In the defence, offshore and remote site sectors.
On the surface, ESS delivers a comprehensive
range of services that incorporate everything
from the initial design of facilities to their project
management and building, full operaticnal
suppoert including providing customers with the
full suite of hospitality services and technical
support in areas such as uiilities or vehicle
maintenance, Underlying this is expertise

in supply chain management and logistics

that ensures clients, no matter where they are
or what the environmental conditions, get their
suppiies when and where thay want them,

Proof of ESS's centinuing ability to provide
excellent value to its clients has beenin the
continued evolution of its global Preferred
Supplier Agreement {(PSA) with ChevronTexaco.
The continued growth of business epportunities
with ChevronTexaco has seen the expansion

of sarvices to sites both in established and

new countries, ESS has also applied innovative
initiatives in extended enterprise agresments
and joint procurement projects. As an example,
after the initial footprint with ChevronTexaco in
Kazakhstan in April 2002 business has doubled

by taking on additional services and clients in
the area,

An example of ESS extending its experlise in
global PSAs was the signing of ailfield services
giant Schiumbergar, This significant ten-year
agreement, with initial annual furnover of

$26 million, means ESS has a prime position
lo provide services to Schiumberger sites across
the world, including locations as diverse as the
frozen slopes of Alaska and the searing deserts
of Oman. This innovative approach to PSAs
provides a unigue opportunity for both ESS
and its partners to create sustainable business
partnerships with a view to continuing benefits

in years to come while securing revenues in
the present.

ESS has also been awarded a global PSA with
De Beers. ESS currently provides integrated
support services at four sites on behalf of De
Beers. This new contract offers the potential to
provide services to all 24,000 staff at all of their
sites across the 19 countriss within which they
operate. The initial new contract value is for
turnover of £10 million per annum and covers
operations in South Africa. Additional expansion
to Botswana, Namibia and Canada is expected
in the shart-term, which will increase the
contract value significantly to an estimated £50
rmiion of annual turnover. This came quick cn
the heels of a contract worth £4 miflion in annual
urnover to provide full village management and
senvices to over 2,000 workers for the Coega
Development Corporation in South Africa,

In the defence sector ESS continued to grow
its business along a number of fronts. New wins
in the UK have included the award of a ten-vear
contract worth £11 million annually to provide
catering services to the Army Training Estate.
The supply of rations and other services to
various United Nations missions and other
countries’ defence forces continues to build
ESS's portfolio of sxperience and confirms its
ability to meet the logistical challenges often
encountered in areas of unrest. Anillustration of
this is the five-year contract to supply rations to
the United Nations mission in Libetia with annual
wrnover of $12 million,

In the remote secter significant new contract
wins included the award by BHP Biliton of the
largest foodservice contract in Latin America.
Covering their operations in Chile, Columbia and
Peru, itis worth $22 million in annual reverues.
In Australia the ESS team secured the first
natior:al contract for support services with the
award of a thres-year £10 million contract by
Western Mining Corporation Rescurces Ltd.




great results Nine years ago this
was a business with a turnover of
£60 million. Today it is £750 million.

great service in the UK we were
awarded a ten-year contract worth
£11 milliort in annual turnover with
the Army Training Estate.

great people ESS has 40,000
people operating in over 50
countries worldwide.

great results 90% of the growth
of the division to the £750 million
turnover level has been organic.

great service We have been
awarded the largest focd service
contractin Latin America by
BHP Billiton.
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great service Acting responsibly
is part of our corporate DNA and

is at the very heart of our vision
and values.
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Corporate Social Responsibility

As a global company, employing
400,000 people in over 90 countries,
we are acutely aware of the impact of
our operations on the communities in
which we do business and on society
in general. Acting responsibly is part
of our corporate DNA andis at the
very heart of our vision and values.

Where we've come from For Compass Group
doing business in a soclally responsible way is
just plain common sense. Over the last decade,
as we have grown into a global business, the
challenge has been to ensure that we live our
values to the highest possible standards in
order to protect the long-term interests of all
our stakeholders, In particular, we are committed
to making a meaningful contribution to those
communities in which we wark and in which
our people live,

This commitment is reflected in our ‘can do’
attitude. We achieve the greatest impact by
encouraging and supporting our people te do
what is right at a local leve!. Cur operational
Gulture ensures that our values are shared
across all our business. But we recognise that
sometimes the policies and principles that
underpin how we do business are not as visible
as they might ba.

Whilst we already do a great deal at the local
level we need to do more to understand and
measure the impact of our values globally.
We are committed to improving the
communication of what we do to ali our
stekeholders but because of the diversity and
geographic spread of our business it will take

us some time to achieve and report measurable
results in all areas.

What we have done in the past year We

have conducted a global audit of existing activity
to establish best practice in twelve key areas
including equal opportunities, lifelong learning,
food safety and supply chain, We have also
begun to consider how we can improve our
performance in these areas and how we will
measure and report on the impact of our
activities. During 2004 it is our intention to
produce a fiva-year social responsibility

strategy which will be made available through
our website.

During the year we have also established a

GSR forurn made up of senicr managers from
across the Group which reports to the Exacutive
and Group Boards. The forum is responsible

for increasing awareness across the Group of
the pricrity we attach to responsible and
sustainable business practices. It will also define
best practice standards in each of the twelve key
areas and a framewark to enable every country
in which we operate to reach the required best
practice standard over time.

During 2003 we have becomie members of
Business in the Community {BITC) and in

2004 we will be participating in BITC's Social
Responsibility Index and for the first time in the
Business in the Environment index. Details of our
performance in these indices will be published
on our website. We are already members of the
Dow Jonies Sustainability Index (DJSI) and
FTSE4Good.

Compass in the Community Our commitment
to corporate social responsibility is best
lustrated by our ‘Compass in the Community’
programme. Established in 1996 the programmsa
recognises the best community based initiatives
across the world and rewards sucosssful teams
with a donaticn to support their project. Specific
aims of the programme are to tackle social
exclusicn, improve employability and promote
sustainabllity and diversity,

In 2003 the worldwide Comoass in the
Community Gold Award went to Select Service
Partner (UK Rail) for thelr work with the Railway
Children Charity. There are over 150 million
street children arcund the world and railway
stations are an important first point of contact.
S5P has raised £100,000 to support the
charity’s work. S3P has developed a particularhy
close link with the charity in India where children
as young as six beg at railway staticns. This
money has helped to establish a drop-in centre
at Calcutta railway station from which children
go to a half-way house where they are looked
after and receive basic education whilst efforts
are made to reunite them with their families,

The Silver Award went to Eurest in Brazil for

its involvernent in Projecto Encarnirhar, a
programme to provide real work experience for
young people in a country where unemployment
is high and wages low. Participants go on a
three month internship to learn new skills,
knowledge and experience for their professional
future and davelop the desire to become a
productive citizen,

In Australia we have received awards for
our Inciigenous Training and Employment
Project (ITER) which provides opportunities
for individuals to complete a nationally
recognised traineeship, whilst gaining job
expetience. Since its inception we have
recruited over 200 indigencus Australians
into full-time employment.

In Angola we are investing 0.2% of our
revenues in that country into funding community
prejects and vegetables and eggs are being
sourced from the Quenguela community project.
Angglans will occupy 25% of senior
management positions in Angola within

three years.

In North America we are members of
the Multicuitural Foodservice Hospitality
Alliance, National Society of Minorities in
Hospitality, Women's Foodservice Forum
and Rainbow Push,

Our cemmitment to supperting local
communities, not just through charitable

giving, but also through employes volunteering
is recognised by our inclusion in The Giving List.
Published annually, the list features companies
who are working towards donating 1% of

pre-tax profits. We are also included in BITC's
Per Cent standard.
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Corporate Social Responsibility

continued
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great people In 2003 we have
ratified and implemented global
heaith and safety and food
safety policies.

great results Gooking ail
produced in our units will be
diverted into the production of
environmentally friendly bicfuels.

great people In 2003 we have
carried out vision and values
training sessions involving 90%
of our people.




Environment, Health and Safety and
Foed Safety Qur Group Environment Policy
was ratified and implemented in 2002 and
during 2003 we have rolled out our
Environmental Awareness Handbock and
training materials to aver 18,000 unit
managers across Europe.

Inthe UK we are diverting all the wasts cooking
oll produced in our units into the production of
envircnmentally friendly biofuels.

This will be achieved by 1 January 2004 and
we believe Compass is the first catering
company in the UK to put in place such a
programme to divert all its waste cooking oils
away from the animal feed market in advance
of the 31 October 2004 deadline under the
EU Animals By-Products Regulations.

Working in conjunction with Greenergy, the
UK’s lsading independent supplier of low
emission fuels, some 2,500 tonnes of waste
cooking oil wil be processed into a blended
bicdiesel, some of which is planned for use
in Compass Group’s delivery fleet.

Darron Rathbone, health, safety and
envircnment manager for ESS - UK Division,
received the prestigious Zurich Municipal
Supreme Safely Award from the Institute of
Oeeupationa! Health and Safety for the
excellence of the health and safety practices
within ESS. ESS also won a National Salety
Award for its offshere division from the British
Safety Council for the second consecutive year.

In Norway, SSP won an award for the best
environmental report in the category for
companies employing more than 250 people.

In 2003 we have ratified and implermented

global health and safety and food safety policies.

Detalls of these policies can be found on
our website,

During 2004 we will be developing health and
safety and food safety handbooks and training
materials for unit managers to ensure
compliance with these policies.

Workplace Our vision is great people, great
service, great results. Great people are at the
heart of cur success and our aim is to be the
preferred employer in our industry.

This vision is supported by five simpie values:
win through teamwork, embrace diversity, share
success, passion for quality and ‘a can do
aftitude’. In 2003 we have carried out vision and
values training sessions involving 90% of our
people in over 2 million additional nours of
training.

We have also carried aut a survey amongst
270,000 employees to see how well we are
living these values. We will repeat the survey
again in 2004 and report on our performance
using 2003's results as a benchmark.

As a major global employer operating in over
80 countries cenducting business in an ethical
way is extremely important and this is
underpinned by our strong operational culture.
But we recognise that as we continue to grow
we need to formalise our ethical approach to
business. We are working with the Institute of
Business Ethics to develop a code of conduct
that reflects our approach to deing business and
the realities of operating glebally. The code wil
be ratified by the Board and mada publicly
available during the second half of 2004.

The CEC (Compass Group Eurcpean Counci)
continues to play a vital role in consultation and
policy development. During 2003 the CEC was
involved in the establishment of our health and
safety and food safety policies,

During the year we also held the first mesting of
our UK Works Counci, well ahead of this being
alegislative requirernent,

What we still have to do My board colleagues
and | acknowledge the enormous commitment
all of our people have to improving the
communitiss in which they live and work,

We also recognise that we have an important
contribution to make to the global challenges
of diet, nutrition and obesity and sustainable
development.

We are adopting a rigorous and thorough
approach to the ongoing development of

our social responsibilities and to defining our
contribution to these global challenges. As

our strategy develops we will make our policies

performance and impacts available through
our website,

We are doing a great deal already but there is
more for us to do. To realise our vision of great
paople, great service, great results we have to
centinue to work with all our stakeholders to
protect and more importantly enhance their
interests. This we are committed to doing,

Clive Grundy
Group Human Resources Director
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Sir Francis H Mackay 1

Chairman

Appointed Chairman in July 1999 having joined
the Group in 1986 as finance director. Appointed
Group Chief Executive in 1991 and additionally
Deputy Chairman in September 1994, He is
Chairman of the nomination committee and non-
executive Chairman of Kingfisher ple. Age 59.

Michael J Bailey 2

Group Chief Executive

Appointed Group Chief Executive in July 1999
having been appainted to the Board in 1995,
Joined the Group in 1993 to head up the Group’s
branded concepts team. Appointed Chief
Executive Officer of the Nerth American Division
on the acquisition of Canteen Corporation in
1994, Previously he was Managing Director of
Gardner Merchant UK and for six years President
of its USA business. Age 55,

Andrew P Lynch FCA 3

Group Finance Director

Appointed to the Beard in January 1997 having
joined the Group in 1992 as finance director

of the UK division. He was previously finance
director of Travellers Fare Limited and is a

non-executive director of Dixons Group PLC.
Age 46.

Alain F Dupuis 4

Chief Executive Officer, Global Business
Appainted to the Beard in September 1995,

A founder of Ticket Restaurant in Belgium and
previously Chief Executive Officer of Seafood
Broiler {a Californian restaurant chain), National
Cleaning Contractor (a building maintenance

company in the USA) and Eurest International,
Age 59,

Clive W P Grundy &

Group Human Resources Director
Appointed to the Board in October 2002 having
Joined the Group in 1985 initially as human
resources directer for the UK Division and
subsequently held senior positions in operations
and other functions. Took on Group-wida
responsibility for human resources as a member
of the Executive Committes in 1606, Age 52,

T

Peter E B Cawdron 6

Deputy Chairman and

Senior Independent Non-executive Director
Appointed to the Board in November 1993,
Formerly a director of Grand Metrepolitan PLC
and is now a non-executive director of a number
of companies, including Capita Group PLC,
Johnston Press PLC, ARM Holdings PLC,
Punch Taverns PLC and Capital Radio PLG.

He is Chairman of the audit and remunsration
committees and is a member of the nomination
commitiee. Age 60,

Peter H Blackburn 7

Non-executive Director

Appointed to the Board in April 2002, He is
Chairman of Northern Foods plc, and a nen-
executive director of SIG ple. He is a past
president of the Feod and Drink Federation and
was uniil 2001 Chairman and Chief Executive
of Nestlé UK. He is a member of the audit,
remuneration and nomination committees,

Age B2,

Denis P Cassidy 8

Non-executive Director

Appointed to the Board in June 1994. He is a
non-executive director of Foraver Broadcasting
ple and formerly Chairman of Satellite Information
Systems, Newcastle United PLC, Liberty Public
Limited Company, Ferguson International
Heldings PLC and The Oliver Group ple. He is

a member of the audit, rermuneration and
nomination committees. Age 70.

Valerie F Gooding 9

Non-executive Director

Appointed to the Board in January 2000. She is
Chief Exesutive of BUPA and a non-executive
director of BAA ple. She was also formerly a
director of Cable & Wireless Communications
plc. She is a mermber of the audit, remunaration
and nomination committees. Age 53.

Sven A Kado 10

Nen-executive Director

Appointed to the Board in April 2002. Heis
Chairman of Marsh & McLennan Holdings GmbH
and was previously Chief Financial Officer at
Nixdorf Computer AG, Chief Financial Officer at
Dyckerhoff AG and senior advisor at Principal
Finance Group/Nomura Intermational. He is a
member of the audit, remuneration and
nomination committees. Age 58.

Chris D Bucknall* 11

Group Chief Executive, Commercial Services
Involved in the management buyout of Compass
Group in 1987 and in 1991, after a year at
Norwest Holst, rejoined the company as Chief
Executive of the catering operations, later
becorming Group purchasing director. Joined
Granada as Chief Executive of Granada
Purchasing Lid, rejoining Compass Group upcn
the merger with Granada to be respensible for
Group purchasing. Age 53.

Antoine E A Cau* 12

Chairman and Chief Executive,

Western Europe

Joined the Group an the merger with Granada
having beer Chief Executive of Farte Hotels.
Joined Forte in 1998, prior to which he was
President of Hertz International and Vice
President of the Hertz Corporatian where

he spent 25 years, Age 55.

Don A Davenport* 13

Chief Executive Officer, UK and Ireland
Appointed as UK Chief Executive Officer in July
2000, following the marger with Granada. He
originally jcined Granada through its acquisition
of Sutcliffe in 1993. In 1996 he becarne
Managing Director of Granada Hospitality and

in 1998 he became Chief Executive of Granada
Restaurants. Age 60.

Gary R Green* 14

Chief Executive Oificer, North America
Jained the Group in 1986 in a senior finance role
inthe LK Divisicn. Becams a UK divisional
director in 1992 and moved o the USA in 1994
as Chief Finance Officer of the Group’s Notth

American Division, Appointed to his current role
on 1 July 1999, Age 486.

Peter Harris* 15

Chief Executive Officer,

ESS Support Services Worldwide

Joined the Group in 1993 as & senior executive
in the UK Division and bacame a UK divisional
director in 1995, Appointed to his current
position in 1897, Age 47,

Marcel Jacobs* 16

Chief Executive Officer,

Northern and Central Eurcpe

Joined the Group in December 1997 having
previously spent 25 years in the Gardner
Merchant/Sodexha organisation in a nurmber
of senior positions in Europe. Appointad to his
current role on 1 July 1999, Age 58,

Miguel Ramis* 17

Chief Executive Officer, Southern Europe,
South America and Australasia

Joined the Group in Septermber 1595 having
previously managed the inflight catering business
of Accor in Spain, Appointed to his current role
on 1 July 1999. Age 47.

Ronald M Morley FCCA* 18
Secretary

Joined the Group in 1978 initially as an

accountant, Appointed company secretary of a
number of Group subsidiary cormpanies in 1984
and Group company secretary in 1989. Age 51.

* Not directors of the company
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Financial Review 2003 was an
excellent year for the Group despite
difficutt economic conditions in

many countries in which the Group
operates. The Group achieved strong
like for like turnover and profit growth
and another year of significant
increase in free cash flow generation.
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Group Performance The Group reported
turnover of £11,286 million (2002:

£10,817 millicn), profit before tax of £358 million
{2002: £382 million), basic earnings per share cf
8.3 pence {2002: 10.0 pence) and free cash flow
of £495 rnillion (2002: £368 million).

During the year, the Group disposed of its Little
Chef and Travelodge businesses which have
accordingly been presented as discontinued
activities, Excluding these discontinued activities,
goodwill amartisation and exceptional items, the
statistics below demonstrate the successful

financial performance in 2003 from continuing
activities.

2008 2002 Increase
Turnover £11,206m  £10,248m 9%
Total operating profit £781m £700m 11%
Profit before tax £654m £585m 12%
Basic eamings per share 20.8p 18.3p 13%
Frae cash flow £4Q5m £337m, 20%
Return on capital employsd 7.6% 7.2%  40bp

Movements in the profit and loss account
transiation rates for the Group’s principal
currencies, against which the Group is
ecoromically protected, had a net adverse effect
on the presentation of 2003's results. Restating
2002 results at 2003's average translation rates
gives an uncerlying increase in basic earnings
per share before goodwill amortisation and
excepiional itemns of 15%.

Turnover and tctal operating profit from
continuing activities increased by 9% and 11%
respectively, largely as a result of strong organic
growth of 8% and 10% respectively. Moverments
in translation rates reduced the year on year
growth in turnover by 4% and total operating
profit by 3%. The initial centribution from 2003's
acquisitions and the effect of a full year's benefit
from 2002's acquisitions added 7% to turnover
and 4% to total cperating profit.

Little Chef and Travelodge contributed £7 million
to profit before tax in 2003 (2002: £69 milicn).
Profit before tax from continuing activities for
2003 was £654 million, giving a year on year
Increase of 12% compared to 2002 on the
same basis.

Free cash flow for 2003 includes £23 million
absorbed by Uttle Chef and Travelodge up to
their date of disposal (2002 full year generated
£48 million) and benefits from an exceptional tax
receipt of £33 milion (2002 exceptional operating
payments of £17 milion). Excluding these items,
free cash flow from continuing activities for 2003
was £405 millon, a 20% increase over 2002 of
£337 millior,

Return on capital employed on a reported basis
decreased from 7.5% 10 7.4%. Excluding the
dilutive effect of the disposal of Little Chef and
Travelodge, return cn capital employed
increased by 40 basis points to 7.6% as the
Group continués to benefit from the organic
growth in its businesses which require relatively
little capital expenditure.

‘The five-year track record in reported turnover,
total operating profit, free cash flow and basic

earnings per share is shown at the bottomn
of page 26.

Divisional performance

Constant Like
Reported  currency  for ke
NCi0ase  WCrease noretse
2003 2002 % % %
Turnever (€m)
United Kingdom
{continuing activities) 2,514 2,353 7 T 5
Continental Europe
& rest of the world 4,834 3751 24 18 6
Nerth Arnerica 3562 3,706 {4 12 7
Total -
continuing activities 10,710 9,810 9 13 6
Fuel 496 439 13 13 6
11,206 10,248 g 13 5}
Discortinued activities UK) 80 368
Total 11,286 10.617
Total operating profit (Em)
United Yingdern
{continuing activities) w0 36 14 14 13
Continental Eurcpe
& rest of the world 229 191 20 15 7
North America 77 @ 14 10
766 6533 11 14 11
Asscclates 15 12 25 3 -
Total -
conlinuing actvities 31 700 11 14 10
Discontinued activities (UK) 16 105
Total 797 805
Operating margin (%)
Lnited Kingdarn
{continuing activities) 121 113 +80bp +80bp
Continental Europe
& rest of the work? 48 51 -20bp +10bg
North America 50 49  +10bp +10bp
Total - continuing activites 6.8 8.7 +10bp +30hp

Like for like grawth is calculated by adjusting for acquisitions fexcluding
current year acquisitions ard including a full year in respect of prior year
acguisiions), disposals {eactuded from both pefiods) ard Bxchange e
movements and compares the resuts againgt 2002, Total operating

profit is bafore goodwill amortisation and exceptional itermns of £278 million
{2002 £272 milfiony, Fuel tuirover comirises 2488 milkon in the UK and
£30 million i1 Continental Europe and the rest of the wodd (2002:

£439 milion and tnil respectively). Operating margin is based on
tumover inchading fuel.

The geographic and sector analyses of turnover,
excluding fuel and discontinued activities, for 2003
are shown in the charts at the bottomn of page 25.

The Group's three geographic regions have
continued o grow their turnover on a like for
like basis.

Like for like turnover growth was achieved as
aresult of new contract gains of 12% offset

by contract losses of 5% and changes in
throughput of negative 1%. Throughput
represents the movement in turnover in the
axisting estate, influenced by headcount changes,
paricipation rates and average spend per head.

This strong performance was driven by new
business wins across all sectors, with the
centinued trend to outsourcing in Healthcare and
Education delivering a strong boost to this growth,
In addition to this, the high level of military activity
around the globe this year generated incremental
turnover in Defence, Offshore and Remote Site.

In addition to securing strong new business, the
Group has remained focused on client retenticn,
which remained strong at 95%. This was achieved
as a result of continued investrnent in client
account management.




The current SCONCMIC weakness across most
couriries and ifs consequantal effect on
employment levels resuted in negative
throughput. However, trroughput varies by sector
with Education and Healthcars much iess affecied
by the econemic cycle, achieving postive
throughput of 4% and 59, respetiively in 2003.
Business and Industry had negative throughput
of 2% with Vending &t negative 3%. In better
economic tirnes these latter two sectors would
axpect to achieve improved throughiput
peromance.

The UK grew its lurnGver on & like for ike basis by
£%, Gornpnsing Contract and Vending growth of
4% and Concessions growth of 8%. Contract and
vending henefited rom excelient perforrances in
the Defence, Offshore and Bemote Site secter
together with Education where there reméins
good potentiel from local authority contracts.

Total aperating profit {exchuding associates) on
continuing activities increased by 13% with the
fike for fike operating mrargin increasing by 80
pasis points. Margine within the UK business
continue to baneft from the on-going Granada
arger synergies.

Achieving overall fikg for like turnover grovith of
6% in Continental Eurcps and the rest of the
world was particularly pieasing given the
weakness In the Franch and German economies
compounded by strikes in France in the second
haif of the financial year. The resutant weaker
growth rates in France and Germany were offset
by very strong growihin Spein and Portugal,
togetner with an excellent performance in the
Detence, Offshore and Remote Site sector.

In Contract and Vending, ke for like turnover
graw by 7% with Concessions adding 1%.
Concessions rnover grew by 4% excluding
Japan where the management team emminated
loss making contracts during the year. Total
operating profit {exciading associates) increased
by 7% cn afike fof like basie.

In ttaly, the integration of Onarma has progressed
well and a steady flow of new contract gains is
heing seen. Furthermare, Onamea strengthened
ts infrastructure which wil enable it to increase
the pace of new husiness wins and extract

cost savings.

———

Japan made significant prograss this year,

the primary focus being the elimination of 1oss
making retall contracts. The (roup is NOW Sesing
the first benefits from its investmert in the sales
and purchasing function. The combination of
strong top line growth together with purchasing
synergies wil deliver significant improvernent in
prefit and marging.

North Ametica achieved 2 7% like for like
increase in furnover as a result of strong like for
ike turnover growth in Education and Healtrcare
of 12% and 10% raspectivety with Rusiness and
industry growing by 8% and Vending flat. Overall,
Contract and Vending grew by 89% and
Concessions by 7%.

Againat a difficult econormic backdrop, the very
good petformance in Business and Industry Was
achieved by the powerhy cambination of a highty
effective sector focused sales forceand a
refentless focus on client retenticn. In addition,
the Group is seeing an incressing trend towards
intarnational cortracts often including vending.
jmitarly, in Education and Healthcare, the Group
nas capitaised on the increasing trend o
ouisouaing.

The Concessions business aleo had a very good
year, driven by new business wins, particularly
in e Sport and Events sector.

Total operating profit {exchading associates)
increased by 10% on alike for iike basis,
The division has invested in replicating the
UK purchasing and supply chain model and
the benefits of this investmert are beginning
o accre.

Associates contriouted £15 mifion in 2003,
principally from the Group's interest in Yoshinoya
DRS in Japan. The Group reduced its interest in
Yoshinoya D&G from 20.2% at the start of the
year 10 12.7% on 18 August 2003, Tris disposal
generated proceeds of £57 milion.

Net interest Net interest sor the year reduced
from £151 mifienin 2002 to £136 millon in 2003
resulting largety from rediced borrowings
following the disposal of Little Chef and
Travelodge. The average cost of funding (net

of cash balances) for the year was 5.0% (2002:
5.5%). Interest cover for 2003 was 5.9 times
total operating profit before goodwil amortisation
and exceptional items.

Profit before texation Profit before taxation,
goodw(l amartisation and exceptional items
ncreased by 1% from £654 milion 1o

o661 million.

Little Chet and Travelodge contriputed

£16 million to total operating profit (2002:

£105 millior) and interest aftributable to these
businesses, based cn the proceeds received at
the Group's average interest rate, was £8 millicn
{2002: £36 millior. Accordingly, these
discontinued activities cortriuted £7 milion

to profit before 1ax in 2003 (2002: £69 rriliion).
Adjusting for this, profit before tax on continuing
activities increased by 12% frorm 2585 million

to £654 million.

Taxation The overall Group tax charge was
£4473 rrilion corprising a £1 69 mifion charge
relating to ordinary activities and a €26 million
exceptional credi. The overall tex rate an
ordinary activities was 25 6% of profit before
goadwil amortisation and axceptional tems.

A tax reconciliation of the current rate for the year
is included innote 7 to the financial statements.
This reconciliation surmmarises the raasons why
the Group's current tax rate of 21%, excluding
defarred tax, was below the UK corporatie

tax rate of 30%. The main reasons were the
Wtisation of tax losses brought forward, 6%;
the tax deductipiity of part of the Group's
goodwill, 2%; tax cradits, 2%; and capital
aliowances in excess of depreciaticn, 2%;
oifset by higher overseas tax rates, 3%.

‘The exceptional ax credit of £26 rilion consists
of a charge of £7 miliion arising onthe disposal
of the Little Chefand Travelodge businesses and
a prior year credit of £33 rrilficn that relates to
the recovery of tax not previously recognised

in respect of acquired businesses where the
Hindsight peried for adjustment 1o goodwil

has paseed.

Goodwill amortisation and exceptional items
The goadwill arnortisation charge for the year
was £276 million (2002 £257 rmilion).

The net exceptional itern for the year was 21055
of £1 million comprising the loss on disposal

of Little Chef and Travelodge of £27 mifficn,
associated tax of £7 million and an exceptional
tax receipt of £33 million.

Earnings per share Rasic earnings per share
on a reported basis, after goodwill arnortisation
and exceptional items, was 8.3 pence {2002:
10.0 penca). Diuted earnings per shaye was
8.3 pence (2002: 9.0 pence). Basic earnings
per share pafore goodwil amertisation and
exceptional ftems for the year was 20.8 pence
B002: 205 pence).
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Underlying basic earnings per share, adjusting
for discontinued activities and currency
translation, is up by 15% year on year at

20.6 pence per share. Attributable profit and
basic earnings per share are reconciled below.

Attributable Basic eamings

profit per share
2008 2002 2002 2002
£m gm Pence  Pence Growth
Raportad 84 222 83 100 {17%)
Goodwill amartisation 276 257
Exceptional items 1 22}
Belore goodwilt
amortisation and
axceptional items 481 457 20.8 205 1%
Discontinued activities (5) (A8}
Continuing aclivities 456 409 20.8 183  13%
Cumeney transiation - @)
Underlying 455 400 208 17.9 15%

Discontinued activities have been taxed at the UK rate of 20%. The effect
of eurrency translation is calculated by apphing 2003's translation rates
to 2002’ attributable profit.

Dividends The recommended final dividend is
5.7 pence per share resulting in a total dividend
for the year of 8.4 pence per share, an increase
of 18%. This reflects the excellent performance
in 2003 and the Group's confidence in its abiiity
to continue to generate strong free cash flow.
Dividend cover for 2003 was 2.5 fimes profit for
the financial year before goodwill amaortisation
and exceptional items.

The Group has also brought forward the timing
of its dividend payments such that the final
dividend will be paid in March {previcusly April)
and the interim dividend paid in August
{previously Qctober),

Acquisitions The Group's strategic focus during
2003 was on the organic development of its
core foodservice and vending businesses
complemented by acquisitions either to
strengthen the Group's geographic coverage

or to reinforee its segmental presence. The
Group spent £175 millon on new acquisitions in
the 2003 financial year (including £87 million
acauiring a 60% stake in Onama S.p.A. in Italy)
and £45 million purchasing further shares in the
Seiyo Focds group. In aggregate, the net assets
acquired nad a provisional fair value of

£17 million, resulting in goodwill of £203 million.
Details of the acquisitions are giveninncte 22 to
the financial statements.

In addition to the purchase price in respect

of 2003's acquisitions of £175 million, the
businesses acquired had net debt of £40 millicn
in their balance sheets at their respective dates
of acquisition. £12 million of the aggregate

purchase price is deferred consideration payable
in the future.

Disposals On 4 February 2003, the Group
successfully completed the sale of Little Chef
and Traveledge for a total censideration of

£712 millicn, Net proceeds are being used to
reduce borrowings and fund an on market share
buy back programime of £300 milfion, which
began on 4 February 2003. As of 30 September
2003, the Greup had purchased 71,368,000
shares for £233 million, of which £211 milion
was paid in the year.

Pensions In tatal, the Group charged £60 million
to profit before tax in respect of its pension
arrangerments, of which £43 million (2002:

£40 million) relates to defined benefit schemes
and £17 million (2002: £10 milion) relates to
defined contribution schemes. Actuaries te the
Group’s defined benefit pension arrangements
acvise the Pension Trustees on the funding rates
required by the Group. In fotal, the Group paid
£64 million (2002: £51 million; during the year

to the pension providers in order to enable the
pensicn funds to fulfil their obligations.

Disclosure in accordance with FRS 17
{Retirement Benefits} is provided in note 23 to
the financial statemenis. This shows that, at

30 September 2003, there was an unprovided
pension deficit, net of deferved tax, of £79 milien
{2002: £50 milion). Had the Group adopted

FRS 17, the charge to the profit and loss account,
before tax, would have been £52 million, net of

a ane-off curtailment credit of £3 million (2002:
£34 million, net of £8 million).

Cash flow The Group has built on the strong
free cash flow performance achisved in 2002
notwithstanding the loss of some £48 million

of free cash flow generated by Little Chefand
Travelodge. Free cash flow generation for

the year increased to £415 millior: (2002:

£368 millicn). Adjusting for cash flows In respect
of discontinuad activities and exceptiona! items,
as set out below, free cash flow from continuing
activities for the year increased by 20% from
£337 millicn to £405 million.

2003 2002

£m £m_Increase
Free cash flow
Reported 415 368 13%
Discontinued activities 23 48)
Exceptional items (33) 17

Cortinuing activities 405 337 20%

Warking capital from continuing activities
absorbed £21 million (2002: £43 millicn) an
improvement of £22 million. Working cagpital
absorbed by Litle Chef and Travelodge for

the three months prior to their disposal was

£17 million {2002 full year generated £15 million),




Payments in respsct of provisions for labilities
and charges absorbed £46 million (2002:

£61 million), including £13 milion on reducing
liablities in respect of Insurance, pensions and
other post employment benefits and £29 million
settling onerous contracts.

Interest payments absorbed a net £151 million
compared with £161 million in 2002.

Net tax payments absorbed £78 milion (2002;
242 million) before an exceptional tax receipt
of £33 million. The net tax paid in 2003 of

£78 million represents 12% of profit before tax,
goodwill amertisation and exceptional iterms and
is significantly less than the current tax charge
for the year of £169 milion, The main reasons
for this difference are itams allowsable for tax
but which are not charged to the profit and
loss account, the fact that the Group continues
to adopt a prudent policy on recogrising tax
planning benefits and the impact of timing
differences in various jurisdictions, The Group
anticipates that its current tax payments wil
increase to approximately 18% of profit before
tax, goodwill amortisation and exceptional
items in 2004,

Net capital expenditure absorbed £312 million
compared with £330 milion in 2002 comprising
£299 millien on continuing activities and

£13 milion cn discontinued activities. Including
£11 milion purchased under finance lease
contracts, net capital expenditurs on continuing
activities represents 2.8% of centinuing turnover,
The Group has stringent controls cn capital
expenditure which are monitored centrally.
There are fixed authority limits at each subsidiary
company and internal rate of return criteria which
each project must achieve to obtain approval.
The majority of the capital expenditure is of a
project nature and is therefore discretionary,

Acquisition payments were £296 million,
comprising £163 million of consideration paid
and £10 milion of overdrafts less cash acquired
in respect of current year acquisitions {excluding
£30 milion of foans and finance lsase obligations
in the companies when acquired), £45 million
purchasing further shares in the Seiyo Foods
group and £78 million of deferred consideration
paid, including £50 million in respact of Crothall
in North America. In aggregate, deferred
consideration payable at 30 September 2003
amounted te £44 million,

Net proceeds from businesses held for resale
generated £30 millicn in the year relating to the
disposal of Forte Hotels in 2001, The sale of
subsidiary companies and associated
undertakings generated £720 millicn comprising
£663 million on the disposal of Little Chef and
Travelodge and £57 millicn on the reduction of
the Group's interest in Yoshinoya D&C.

The payment of dividends absorbed
£159 million.

The net cash inflow for the year was £710 million,
befere the sale of marketable securities for

£3 million, £12 million of proceeds on the issue
of ordinary shares, paying £211 million for shares
repurchased, £30 million of debt acquired with
stibsldiaries, £11 rmilion of new finance leases
and a iranslation loss on net debt for the year

of £79 milion principatly as a result of the Euro
moaving from 1.59 to 1.43 aver the year.

Closing net debt as at 30 Septemiver 2003 was
£2,308 milion (2002: £2,702 million).

Gearing Gearing is not a key measurement
ratio for the Group because of the effect of
goodwill written off to reserves. Interest cover
is regarded as a more relevant indicator of the
Group’s debt capacity and the Group has a
medium-term target of approximately five times
profit before interest, tax, goodwill amortisation
and excepticnal iterns. This achieves an
appropriate and efficient balance between the
level of debt and the weighted average cost of
capital. The ratio of net debt to market
capitalisation of £7,529 milion as at 30
September 2003 was 31%.

Financial instruments Compass Group
continues to manage its interest rate and foreign
Currency exposure in accordance with the
policies set out below.

The Group’s financial instruments comprise cash,
borrowings, trade debtors and trade creditors
which are used to finance the Group's
operations. The Group also uses derivatives,
principally interest rate and currency swaps and
forward currency contracts, to manage interest
rate and cumency risks arising from the Group’s
operations. The Group does not trade in finangial
instruments. The Group's treasury policles are
designed to mitigate the impact of fluctuations

in interest rates and exchange rates and to
minimise the Group'’s financial risks. Any changes
to the policy are approved by the Board.

Liquidity risk The Group finances its borrowings
from a number of sources including the bank
and public and US private placement markets.
During 2003, the Group arranged a new five-year
syndicated bank facility denominated in three
tranches of £550 milliors, $850 milion and

€750 million replacing an existing facility that
expired in June 2003,

The maturity profile of the Group's principal
borrewings at 30 September 2003 is shown
below and the average life is 6.4 years. The
Group's undrawn committed bank facilities
at 30 September 2003 were £987 million.

Foreign currency risk The Group’s policy is

to match its principal projected cash flows by
currency to actual or effective borrowings in

the same curency. As currency earnings are
generated, they are used to service and repay
debt in the same currency. For the period of the
currency loans, therefore, there is an effective
foreign currency hedge in real economic terms.
Where necessary to implament this palicy,
surrency swaps are taken out which, when
applied to the actual currency liabiities, convert
these to an effective amount borrowed

by currency. A reconciliation of the 30 Septermber
2003 actual currency liabilities to the effective
amount borrowed is set out below.

Actual Effective
cumency Cureency  amount
liabilities swaps bomowed
Currency £m £m £m
Stering 688 612) 76
US Dollar 728 310 1,036
Eure 462 244 706
Japanese Yen 162 48 210
Other cunencies 427 (8} 419
Total 2,485 (18) 2,447
Analysed in notes 16 and 17 1o thw financial staternents as: £m
Due within one year Bank loans 5
Loan notes 12
Bonds 94

Due after more than
one year Bank loans 643
Loan notes 591
Borris 1,102
Total 2,447

The borrowings in each currency give rise to
foreign exchange differences on translation irto
sterling. As the borrowings are either less than,
or equate to, the net Investment in overseas
operations, these exchange rate movements are
treated as movements on reserves and recorded
in the statement of total recognised gains and
losses rather than in the profit and loss account.
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Qverseas earnings streams are translated at
the average rate of exchange for the year.
Fluctuations in exchange rates have and will
continue to give rise to translation differences.
The business is, however, materially protected
from any adverse economic or cash effects
through the matching of cash flows to currency
borrowings. The table below sets out the
exchange rates used for major currencies for
translating the 2003 and 2002 profit and loss

accounts and balance sheets.

Translation rate Closing rate

2003 2002 2003 2002
Australian Dollar 2.63 2,63 2.45 289
Canadian Dollar 235 2,08 224 249
Danish Krone 11.01 12.16 10.59 11.82
Euwro 1.48 183 1.43 1.60
Japanese Yen 191.06 18456 18560 19145
Norwegian Krone 11.48 12.95 11.72 11.65
Swedish Krona 1355 15.14 12,85 14,58
Swiss Franc 2.22 248 2.19 2.32
us Dollar 1,60 1.37 1.66 1.67

Interest rate risk As detailed above, the
Group has effective borrowings in a number
of currencies and its pclicy is to ensure that,
in the short-term, it is not materially exposed
to fluctuations in interest rates in its principal
currencies. The Group implements this policy
either by borrowing fixed rate debt or by using
interest rate swaps 56 that at least 80% of the
Group's projected debt is fixed for cne year,
reducing to 60% fixed for the second year
and 40% fixed for the third year.

Return on capital employed Catering
company acquisitions typically generate large
amounts of goodwill as the investment is in
contracts and pecple and not in tangible assets.
Until 1897, the accounting policy was 1o write off
goodwill directly to reserves with £2,132 million
having been written off to reserves. Goodwill

on acquisitions madle after 1 Octcher 1998 is
caried forward as an asset in the balance shast
and amortised through the profit and loss
account over its effective useful life in accordance
with FRS 10 (Goodwill and Intangible Assets).
The economic value of goodwill acquired

is therefore not fully reflected in the Group's

net assets.

Adding back net debt, goodwill written off to
reserves and goodwill amortised through the
profit and loss account and excluding the net
assets of Little Chef and Travelodge gives
the capital employed in the business as at
30 September 2003 and 2002 as detailed in
the table below.

2003 2002

£m £m

Net assets 2,579 2,831

Net debt 2,308 2,702

Goowill written off to reserves 2,132 2132
Goodwil amortised through the profit

andt loss account TEQ 497

Discontinued activities - {674}

Capital employed 7779 7,438

The return on continuing activities achieved in
2003, on the average capital employed for 2003,
was 7.6% after tax at the Group's effective tax
rate of 25.6%, an increase of 4¢ basis points
compared with 2002 calculated on a similar
pasis. The return is calculated using the Group’s
total operating profit from continuing activities,
excluding goodwill amortisation and exceptional
items. On a reported basis, return on capital
employed decreased from 7 .5% to 7.4%. The
wigighted average cost of capita for the Group
was approximately 7.9%, assuming a risk free
rate of return of 5.0%, an equity risk premium of
4.25% and a Beta of 1.0.

The Group's wide geographic and sector spread
of contracts, which have a long average life,
result in a high quality and consistency of
earnings and cash flows. It is therefore well
positicned to deliver further increases in retum
on capital employed.

Shareholder return The market price of the
Group’s ordinary shares at the close of the
financial year was £3.47 (2002: £2.65). The
chart below illustrates total shareholder return
defivered by the Group from flotation in 1988 to

date, compared with that of the FTSE 100 Index
over the same period.

Going concern After making encuiries, the
directors have a reagoneble expectation that
the Group has adequate rescurces to continue
in operational existence for the foreseeable
future. For this reason, they continue to adopt
the going concern basis in preparing the
financial staterments.

Summary We manage the Group on sound
and prudent accounting principles and will
continue to de so. This approach ensures
that the Group has a fim financial platiorm
for continuing long-term growth in earnings,
free cash flow and dividends.

Andrew P Lynch
Finance Director

The totat shareholder return for Compass Group comprises that of former
Compass trom 20 Decamber 1988 to 26 July 2000, that of Granada
Compass plc from 27 July 2000 1o 1 Febnuary 2001, both adjusted 1o
reflect the demerger from Granada Compass plc en 2 February 2001 and
that of Compass Group PLC from 2 February 2001, The FTSE 100 Index
has heen re-based to the former Compass share price at flotation in
December 1988, as subseguently adjusted. Source: Datastream.
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Directors’ Report

The directors present their annual report and the audited financial
statements for the year ended 30 September 2003,

Activities, results and future prospects The Group's frading results,
future prospects and operating company activities are describad in datail
in the Chairman and Chief Executive’s report, the review of operations, the
financial review and the financial statements.

Directors Clive W P Grundy was appointed a director of the Company on

1 October 2002. In accordance with the Company's Articles of Assaciation
Sir Francis H Mackay, Michael J Bailey and Denis P Cassidy retire from the
Board by rotation and being eligible offer themselves for re-election.

Directors’ interests Details of the interests of the directors holding office at
the end of the year in the ordinary share capital of the Company are set out
within the Remuneration Committee's Report on pages 34 to 39, None of
the directors had any interests in the shares of any of the Company's
subsidiaries at any time during the year. Nene of the directors had a
material interest in any contract of significance with the Company or

any ofits subsidiary undertakings during the year. Details of the directors
who held office throughout the year are set out on pages 22 and 23,

Dividends and results A final dividend on the ordinary shares is proposed
for the year ended 30 Septernber 2003 of 5.7 pence per share which
together with the interim dividend paid of 2.7 pence per share makes a total
for the period of 8.4 pence per share (2002: 7.1 pence per share). Subject
to the declaration of the final dividend at the forthcoming Annual General
Meeting, the final dividend will be paid on 15 March 2004 to shareholders
onthe register at the close of business on 20 February 2004. The shares
will be quoted ex-dividend frem 18 February 2004,

Acquisition of Compass Group shares Falowing the disposat in
February 2003 of the Little Chef and Travelodge businesses the directors
have tilised the autherity conferred by Special Resolutions passed as
Resclution 9 and Resclution 12 at Annual Ganeral Meetings of the
Company held on 15 February 2002 and 14 February 2003 respectively
to make market purchases of the Company’s ordinary shares. During the
year 71,366,000 ordinary shares of the Company were purchased for a
consideration of £233 million and further details are set out in note 20 to
the financiel statements cn page 61. Following the financial year end a
further one milllon shares were purchasad for a consideration of £4 milion
s0 that as at 1 December 2003, a total of 72,366,000 ordinary shares

of the Company had been purchased in the market for a consideration of
£237 rillion,

Payments to suppliers The Group’s policy and procedure which is
internally rather than externally set in relation to all its suppliers is to settle
the terms of payment with those suppliers when agreeing the terms of each
transaction. The Group will abide by those terms provided that it is satisfied
hat the supplier has supplied the goods or services in accordance with the
agreed terms and conditions. The number of days' purchases outstanding

for payment by the Group as at 30 September 2003 was 67 days
(2002: 56 days).
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Substantial shareholdings As at 1 December 2003 the Company had
received notification from Artisan Partners Limited Partnership of its interest
in 90,872,594 ordinary shares reprasenting 4.08% of the issued ordinary
share capital of the Company as at the date of notification.

A profile of shareholdings is set out on page 74.

Political and charitable donations Charitable donaticns for tha year
amcunted to £1,157,000. There were no donations for political purposes
but, because the full extent of currant UK legislation in this areais uncertain,
the directors will propose (on a precautionary basis) Resolution 9 to
authorise such expenditure. Further details are given on page 31.

Employees The Group is committed te an active policy of equal cpportunity
from selection and recruitment, through training and development,
appraisal and promation to retirement,

The policy prometes an environment free from diserimination, harassment
and victimisation where all employees can receive equal treatment
regardless of gender, colour, athnic or national origin, disability, age,
marital status, sexual orientation o religion.

The policy gives full and falr consideration to the recruitrment of disabled
persons, Where disabled persons are smployed, their training fincluding
retraining for alternative work of employees that become disabled) and
development for promotion are encouraged and assisted. Expert advice
is taken on the needs cf disabled employees and spacial equipment is
provided where appropriate.

Group personnel policies ensure that all employees are made aware
onaregular basis of the Group’s policies, programmes and progress.
Extensive use is made of briefing meetings, in-house magazines,

notice boards and cther communications channels including Mercury,

the Group’s global intranet. Mercury facilitates the capturing and sharing
ofinformation and knowledge and provides animportant link to the Group's
amployees worldwide. The Company operates arange of employee share

schemes and they are described in the Remuneration Committes’s Report
oh pages 34to 32,

Environment Information relating to the Company's responsiviiies towards
the environment is given on pages 1910 21.

Auditors On 1 August 2003, Deloitte & Touche transferred its business to
Deloitte & Touche LLP, alimited liability partnershiv incorporated under the
Limited Liability Partnerships Act 2000, The Company has givan its consent
totreating the appeintment of Deloitte & Touche as extending to Deloitte &
Touche LLP with effect from 1 August 2003 under the provisions of Section
26(3) of the Companies Act 1989. A rasclution for the re-appointment of
Deloitte & Touchs LLP as auditors to the Company will be proposed at the
forthcoming Annual General Meeting.

Annual General Meeting The Annual General Meeting will be held on
Monday 18 February 2004 at 11.00am in the Fleming Room at the Queen
Elizabeth | Conference Centre, Broad Sanctuary, Westminster, London
SW1P BEE. An explanation of the special business to ba considerad at the
meeting is set out on the next page.




Directors’ Report

continued

Donations to EU political organisations (Resolution 9) 1t is

not Compass Group policy to make donations to political parties.
Nevertheless, fellowing enactment of the Political Parties, Elections
and Referendums Act 2000 it is possible that certain routine activities
undertaken by the Company and its subsidiaries might come within the
broad scope of the Act. Any expenditure that is regulated under this
Act must first be approved by sharsholders. In order to avoid inadvertent
infringement of the Act, Resolution 9, which will be proposed as an
Ordinary Resolution, seeks to give the directors authority, until the
Annual General Meeting to be held in 2005, to make donations and
incur expenditure which might ctherwise be caught by the terms of

the Act up o an aggregate amount of £125,000.

Employee Share Schemes {Resolution 10) Recent changes in
legislation enable listed companies to hold their own shares as treasury
shares pursuant tc the Companies (Acquisiticn of Own Shares) (Treasury
Shares) Regulations 2003, One of the potential uses of treasury shares
permitted by the Regulations is to satisfy share options and share awards
under employee share schemas. The directors wish to have the flexibility
to Use treasury shares to satisfy opticns and awards granted under the
Cormpany's employes shars schemes in the future. Accordingly,
Resoluticn 10, which will be proposed as an Ordinary Resolution,

seeks to amend the rules of the Compass Group UK Savings-Related
Share Option Scheme, the Compass Group PLC International Sharesave
Scheme, the Compass Group Share Option Plan, the Compass Group
Management Share Cption Plan and the Compass Group Long-Term

Incentive Plan to ailow share options and share awards to be satisfied
using treasury shares.

Disapplication of pre-emption rights (Reselution 11) The directors’
authority pursuant to section 95 of the Companies Act 1985 to issue
equity securities for cash as if the pre-emptien rights in section 89(1) of

the Companies Act 1985 does not apply expires at the conclusion of the
forthcoming Annual General Meeting. The directors consider it appropriate
fora further aLthority to be granted and to remain in force up to the
conclusion of the Annual General Meeting to be held in 2005 or

15 May 2005 if earlier. Accordingty, Resolution 11, which will be proposed
as a Special Resolution, seeks to renew the diractors’ authotity toissue
ordinary shares for cash to holders of ordinary shares on a pre-emptive
basis, subject to special arrangements relating to fractional entitlements or
legai or practical problems. In addition, the directors will be autherised to
lesus ordlinary shares for cash otherwise than on a pre-emptive basis up to
an aggregate nominal valus of £10.8 milfon, representing approximately

5% of the Company's issued ordinary share capital as at 1 December 2003.

For the purposes of Resclution 11, the sale for cash of any shares held in
treasury by the Company under the Companies (Acquisition of Own
Shares) (Treasury Shares) Regulations 2003 will be treated as anissue
of equity securities,

Authority to purchase own shares (Resolution 12) The directors’
authority pursuant to section 166 of the Companies Act 1985 to make
market purchases of the Company's shares also expires at the conclusion
of the forthcoming Annual General Meeting. Accordingly Resolution 12,
which will be proposed as a Special Resolution, seeks to renew the
directors’ authority to re-purchase up to 216,887,191 crdinary shares
representing 10% of the Company’s issued ordinary share capital as at

1 December 2003. Any purchases cf shares would be made at prices of
not less than 10 pence and not more than 5% above the average values
for the ordinary shares for the five business days preceding the purchase
(both prices being exclusive of costs). The directars have no present
intentior (beyond continuing with the share buy-back programme
announced on 18 December 2002) of exercising such authority and would
only purchase sharas if in thelr opinion the expected effect wouid be to
result in an increase in earnings per share and would benefit sharehoiders
generally, Nevertheless, should the directors exercise such authority any
shares s¢ purchased may be placed into treasury in accordance with the
Companies (Acquisition of Own Shares) (Treasury Shares) Regulations
2003 and subsequently cancelled or transferred to satisfy awards atising
under the Company’s employee share schemes or issued for cash as

provided for by the Regulations.
By Order of the Board
Ronald M Mortey

Company Secretary ' L
2 December 2003
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Corporate Governance

The Board confirms that throughout the year the Company has complied
fully with all the provisions of Secticn 1 of the Combined Code. This

statement describes how the principles of corporate gevernance set out
in the Combined Code have been applied.

The Board The Board is collectively respensible for promoting the
success of the Company and for providing leadership within a framework
of prudent and effective controls that enabls risk to be assessed and
managed. It sets strategic aims and ensures that adequate financial and
human resources are made available to enable these chjectives to be met
and undertakes reviews of management performance. In addition, the
Board sets the Cormpany’s values and standards and ensures that its
obligations te its shareholders and others are understood and met.

The Board comprises five executive and five independent non-executive
directors. The roles of Chairman and Chief Executive are separate and
clearly defined. The Chairman is primarily responsible for the effective
functioning of the Board. The Chief Executive is responsible for operating
the business and implementing the Board's strategies and policies and is
supported in these matters by an Executive Committee described below.
Alf of the non-executive direciors are considered by the Board to be
independent of management. They are regarded as a source of streng
independent advice and judgement and bring considerable knowledge
and relevant experience to the Board's deliberations. Brief biographical
details of the directors are given on pages 22 and 23 and a!l directors wil
offer themselves for re-election at least every three years.

The Board has a formal schedule of matters reserved for its decision,
covering overall strategy, acquisition and divestment policy, treasury policy,
authorising major expenditure and planning for the succession of senior
execltives. The Board met nine times during the year and ali of the
meetings were atiended by all of the directors with the exception of

Sven A Kado and Denis P Cassidy who, owing to prior commitments,
attended sight and seven meetings respectively. Appropriate training is
available to all directors on appointment and on an chgoing basis as
requirec. To enable the Board to perform its duties all directors have full
access to all relevant information and to the services of the Company
Secretary whose responsibility it is to ensure that Board procedures are
followed. There is an agreed procedure whereby directors wishing to take
independent advice in the furtherance of their duties may do so at the
Company's expense,

The Board has established certain committees to which it has delegated
specific responsibilities as described below.

Executive Committee The Executive Committee comprises the
executive directors and key senicr managers, brief details of whom

are given on pages 22 and 23. The Committee nomally meets monthly
and s responsfole for implementing Group policy, day to day

managerment, monitoring business performance and reporting on
these areas to the Board.

General Business Committee The General Business Committee
comprises all the executive directors and mests as required to conduct

business within clearly defined limits delegated by the Board and subject
to those matters reserved for the Board.

Remuneration Committee The Remuneration Committee comprises

all the non-executive directers and is chaired by Peter E B Cawdron. The
Committea met on four occasions during the year and all of the meetings
were attended by all of the Committee members. The terms of reference

for the Committee are detailed in the Remuneration Committee’s Report
set out on pages 34 to 39.
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Nomination Committee The Nomination Commitiee is chaired by

Sir Francis H Mackay and comptises in addition all the non-exscutive
directors. The Committes meets as necessary and is authcrised to make
recommendaticns to the Board on new appointments of executive and
non-executive directors. The Committee met once during the year and
that meeting was attended by all of the Committee members,

Audit Committee The Audit Committee comprises all the non-executive
directors and is chaired by Peter E B Cawdron who is considered by the
Board to have significant recent and relevant financial experience, The
Committee met on four occasions during the year and all of the meetings
were aftended by all of the Committes members. The Committes raviews
the effectiveness of internal controls and the Company’s interim and
annual financial statements before submission to the Board for approval,
The Committee reviews the procedures under which employees may in
confidense notify the Company of any cencerns regarding, inter alia,
matters involving financial reporting and the Commitiee reviews
pracedciures for investigating and resolving any such cencerns. In addition,
the Committee undertakes regular reviews of the performance of the
external auditors and monitors the level of non-audit work which they can
undertake thus ensuring that the objectivity and independence of the
external auditors is not compromised. Following a recent review the
Committee cenfirms that it is entirely satisfied with the level of fees,
independence, objectivity and effectiveness of Deloitte & Touche LLP.
Aceordingly a resolution for the re-appointrment of Deloitte & Touche LLP

as auditors to the Company will be proposed at the forthcoming Annual
General Meeting.

Relations with shareholders The Board attaches high impcrtance to
maintaining good relationships with shareholders and a senior exacutive
has responsibility for the day to day management of investor relations
matters. The main focus of dialogue is with institutiona! shareholders to
whom regular presentations are made within tha limits imposed by the
Listing Rules. The Chief Executive and the Finance Director have Close
involvement with investor relations and report regularly to the Board the
views of major shareholders, The Chairman and the non-executive
directors are available to meet with major sharehalders on request and the
Chairman will at such meetings engage in discussions relating to matters
of governance and strategy as aporopriate, Additional farms of
communication include presentations of the interim and preliminary results.
The Annual General Mesting is considered by the Board to be & primary
oppertunity to communicate directty with the Company’s many private
shareholders and is normally attended by all members of the Board.
Shareholders will be invited to ask questicns at the meeting itself and will
be given the opportunity to mest the directors informally. Notice of the
Annual General Meeting {which is set out cn pages 72 and 73) together
with any related documents will be mailed to shareholders at least 20
working days before the meeting and separate resolutions will be
preposed on each substantially separate issue. The level of proxy votes
cast and the balance for and against each resclution together with the

level of abstentions, if any, will be announced to the meeting following
voting by a show of hands.




Corporate Governance
continued

Internal control The Company, as required by the UK Financial Services
Authority, has complied with the Combined Code provisions set cut in
Section 1 of the Code on internal control having established the
procedures necessary to implement the guidance on irternal control

isstied by the Turnbull Committee and by reporting in accordance with
that guidance.

In applyirg the principle that the Board should maintain a sound system

of contrel to safeguard shareholders’ investment and the Company's
assets, the Board recognises that it has overall respansibility for ensuring
that the Group maintains a system of internal contral to provide reascnabls
assurance regarding effective and efficient operations, internal control and
compliance with laws and regulations. It recognises that such a system

can provide only reasonable and not absolute assurance against material
misstatement or loss.

Formal tisk management procedures have been in placs throughout the
year and those procedures involve ongoing analysis, evaluation and
management of the key risks to the Group. The Group's system of internal
control, including the mechanism by which the directors routinely review
the effectiveness of the system of internal control and risk management,
includes the following:

* Regular meetings of the Board, Executive and Audit Committess, the
responsibilities of which are set out above;

» Quarterly reviews by the Executive Committes of detailed risk
management reports prepared by the operating divigions. Such reports
caver key risks and include updates of agreed actions arising from
previously reviewed quarterly reports, The Executive Committes
presents its own detailed risk management report to the Board twice
ayear,

*» A process beginning in January each year with the Board and the

Executive Committee meeting to approve short-term and medium-term

strategies followed by regular reviews throughout the year:

Approval and regular reviews of annual budgets;

Monthly reviews by the Executive Committee of key financial and

nen-financial business performance indicators of the Group's

operating divisions,;

Strict internal financial controls covering capital expenditure — together

with post-investment performance reviews - and treasury operations;

Clearly defined organisation structures and appropriate delegated

authorities for executives throughout the Group;

Group-wide policies, standards and procedures relating to key

business activities; and

Regular consideration of Corporate Sccial Responsibiity matters as

cutlined cn pages 19 to 21.

Inaddition the directors confirm that they have conducted a specific
annual review of the effectiveness of the Group's system of internal control

and risk management in operation during the period up to the date of this
annual report.
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Remuneration Committee’s Report

This report has been prepared by the Remuneration Committee (“the
Committes”) on pehalf of the Board in accordance with the requiremenis
introduced by the Directors' Remuneration Report Regulations 2002 and
the Listing Rules of the Financial Services Autherity. It has been prepared
against a background of achieving an excellent set of results inthe year.

A resolution approving the Committee's Report will be proposed at the
forthcoming Annual General Meeting.

INFORMATION NOT SUBJECT TO AUDIT

Committee Membership and Responsibilities The Committes is
comprised entirely of the independent non-executive directors of the
Company. These are: Peter E B Cawdron (Chairman), Peter H Blackburn,
Denis P Cassidy, Valerie F Gooding and Sven A Kado. Their biogranhical
details are set out on pages 22 and 23. The Commitiee meets as

required and at least twice a year. During the year the Committee met
on four occasions.

The Committee provides advice and recommendations to the Board
regarding the Company's framework for executive remuneration. Its duties
include;
« monitoring the remuneration policies applied in the Group having regard
to relevant market comparisons and practice;
consigering and determining the reruneration arrangernents (including
bonuses, pension rights, service contracts and compensation
payments) of executive directors of the Company, its approach is
congistent with the Group's averall philosophy that all staff should be
competitively rewarded;
considering and where approptiate ratifying the remuneration
arrangements {including bonuses, pension rights, service contracts and
compensation payments) of senior executives of the Group;
ensuring that the remuneration policy and the Group's practices for
executive directors facilitate the employment and motivation of top
quality personnel and adequately reward individual contributions made
to the Group while at the same time remaining appropriate in terms of
the Group's performance;
seeking achvice from indepardent remuneration consultanis for the
purpose of establishing the Group's relative market position or exploring
particular aspects of remuneration; and
maonitoring the Group's employes share schemes in relation to legislative
and market developments and determining within the overall
remuneration policy the level of options or awards under such schemes.

-*

The Committee receives advice, as appropriate, from independent
remuneration consuitants and internally from relevant executives and
human resources professionals. During the year, the Committee has
consulted with the Chairman, the Chief Executive, the Group Human
Resources Director and the Group Company Secretary regarding the
remuneration of senior executives, although they are not involved in
deciding their own remuneration, Hay Group was appointed by the
Cormmittes and provides advice to it on remuneration levels amongst
comparator companies, job evaluation and design of incentive
arrangsments. Hay Group also provides analysis of market trends,
reward and benefits surveys, job evaluation and benchmarking services
to the Group. Advice has also been received from Freshfields Bruckhaus
Deringer as the Group's main legal advisor. Gissings Limited acts as
actuary to the Group's pensicn schemes and has provided advice in

relation to executive directors’ pensicns. It has also provided pension
administration services.

Policy The Company has given full consideration to the principles and has
complied with the provisions of the 1998 Combined Code on Directors’

rernuneration. A revised Code wil apply for accounting periods beginning
on or after 1 November 2003.
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The Company intends for this current year and future years to provide highty
compeiitive salaries, benefits and development and training programmes to
gl employees, in order te continue to attract, motivate and retain talented
staff at all levels throughout the Group.

A strategic aim is to aligh as closely as possible the interests of executives
and shareholders by demanding performance targets. Individual salary,
bonus and benefit levels for executive directors and other senior
executives are reviewed annually by the Committee and are determined
by reference to a range of criferia including:
* personal performance;
*» level of responsibility;
+ the performance of the Group relative to its competitors;
» the practice of other listed companies, in particular those operating

in the service sectors; and

* the appropriate mix between short and long-term incentives.

Remuneration Packages The remuneraticn package for executive
directors provides benafits and incentives as detailed below.

1. Basic Salary Executive directors’ base salaries are determined
by the Committee in accordance with the policy referred to abeve.

2. Annual Benus Executive directors are eligible for an annual non-
pensionable pericrmance-related bonus. The level of bonus for the year
ended 30 September 2003 was determired by the Committee on the
basis of stretching criteria established to encourage cutperformance in
amanner that the Cotmmittee considered would contribute most to
increasing sharsholder value,

Performance targets are determined at the beginning of a financial year
and are currently set for the following separate criteria:

¢ ike for ke turnover growth;

* retumn cn capital;

+ fike for like profit growth; and

» working capital.

These targets are set with a view (o maximising shareholder returns and
meeting corporate objectives.

Consideration is also given to performance which will lead to bensfits in
the longer term such as customer and client satisfaction, preferred
employer status and financial performance.

An annual performance-related bonus of 75% of base salary (125% for
the Chief Executive) is paid upon the achievement of the above targets.

It is payable either in cash or half in cash and half in shares at the executive
director’s option, )f shares are chosen and are held for three years and the
executive director continues to be employed by the Group, after three
years those shares will be matched on a one to one basis with no
additional performance targets. it was decided that additicnal
parformance targets would not be appropriate due to the very demanding
targets initially set. No election by directors as to cash or shares can be
made before 2 December 2003 and therefara the full cash entitlement

of each director is included as bonus within the remuneration table on
page 37. In addition, if executive directors perform considerably in excess
of target figures in the above areas, an enhanced cash bonus opporiunity

of up to 75% (125% for the Chief Executive) proportionate to over
achievement is payable.




Remuneration Committee’s Report

continued

3. Long-Term Incentive Plan and Share Option Schemes

(i) Long-Term Incentive Plan (“LTIP”) Eligible employees including
executive directors participate in the LTI, which was introduced in 2000.

The objectives of the LTIP are to align the interests of executives with those
of shareholders by making a significant part of remuneration dependent on
the success of management in delivering supericr returns to shareholders
and to ensure that the total remuneration package is sufficiently

competitive in the relevant markets to attract and retain high-calibre
executives.

Executive directars may receive an annual award of up to 75% of annual
base salary, payable in shares, over a maximum five-year vesting period.
The release of shares to participants will depend upon growth in Compass
Group’s total shareholder return (TSR) relative to the FTSE 100 companies
{see graph on page 36) determined at the outset over a three-year
performance pericd. TSR is the aggregate of share price growth and
reinvested dividends during the measurement pericd. No shares will be
releasad unless the Company’s TSR performance is in the top half of the
comparator table with full vesting only if the Company is in the top 25%.
40% of the award will vest If performance is at the median and where
performance is between the 50th and 25th percentiles awards will vest on

a straight fine basis between the 40% and 100% applicable to median and
top guartie performances.

TSR was adopted by the Committee as the performance condition as
they balieve that it relates closely to the interests of the sharsholders and
this will continue to be monitored. TSR calculations are checked
periodically by external parties.

In addition, earnings per share (EPS) is used as a second performance
measure. An increase in EPS greater than the increase in UK RPl over a
three-year period must be achieved before any release is made.

(ii) Share Option Plan (“Option Plan”) Details of share options held by
executive directors are set out on pages 38 and 32 of thig report. Options
are granted at a price nat lower than the market value of the Company's
shares on the day prior to the date of grant. They may normally be
exercised between the third and tenth anniversaries of the date of grant
after which they wil lapse.

The exercise of options granted since September 2000 under the Option
Plan for employees beneath executive directer level is subject to a
performance condition whereby annualised EPS must exceed the growth
in the RP! (average real EPS growth) by an average of at least 3% per
annum in a three-year period between the dates of grant and exercise. If
the conditicn is not satisfied after the initlal three-year pericd, it may still be
satisfied in subsequent years.

Options granted 1o executive directors have a more stringent performance
condition attached and options will not be exercisable unless EPS growth
exceeds 6% per annum. Options will be exercisable on a gliding scale
where average EPS growth is between 6% {at which point one-third of the
shares under option wilt become exercisable) and 12% per annum (when
opticns will be exercisable in full). This performance condition is amongst
the most demanding set by any FTSE 100 company.

The calculation of EPS growth for this year for the purposs of determining
the above perfermance criteria excludes the results of Little Chef and
Travelodge which were disposed of during the year.

EPS was selected as the performance conditicn for the Cption Plan
because it takes account of both financial performance and the interests of
shareholders. The Committee regularly reviews the performance targets

and has discretion to alter these for future options, but not so as to make
the targets less demanding.

It is envisaged that the Option Plan will be aperated on the same basis in
the nexd financial year.

{iii) Management Share Option Plan Opiions are granted at no lower
than the market price on the day prior to grant on the basis of pre-grant
performance to the top performing 20% of an eligible population of
approximately 3C,000 employees. Options may normally be exercised
between the third and tenth anniversaries of the dates of grant, after which
they will lapse. A Phantorn Management Share Option Plan is operated

to provide a cash incentive to employess in jurisdictions where it is
impracticable to operate the Plan due to tax or securities laws. Executive
directors do neot participate in this pian.

(iv} Savings-Related Share Option Schemes The Company operates
within the Uk a SAYE scheme whichis opento all UK employess and (s
linked to a monthly savings contract over three or five year periods. The
maximum which cah be saved each month is £250. Options are granted
to scheme participants at not less than 80% of the prevailing market price.
This scheme operates within specific tax legislation and, in commen with
all such schemes, exercise of an option is not subject to satisfaction of a
performance target. Executive Directors may participate in this scheme.
Similar arrangements currently operate in various overseas countries
including the USA, Canada, Mexico, Australia, New Zealand, South Africa,
Austria, Belgium, Chile, Cyprus, Denmark, Eire, Finland, Germany,

Luxernbbourg, the Netherlands, Norway, Poland, Portugal, Spsin, Sweden,
Switzerland and Turkey.

4, Retitermnent Benefits Benefits atising under the Compass Group
Final Salary Pension Plan (“the UK Pension Plan™ will be provided to the
maximum permitted under Inland Revenue regulaticns, Any benefits

promised in excess will be paid directly by the Company to the member
on retirement.

With the exception of Michae! J Bailey and Alain F Dupuis, the

executive directors participate in the UK Pension Plan, which is an Inland
Revenue approved arrangement in the UK. The Cempany has given
Michael J Balley an unfunded pension promise in the US to provide for a
level of benefit broadly similar o that appiying 1o UK executive directors.
The Company has given Alain F Dupuis a pensicn promise to provide for
a level of benefit broadly similar to that applying to UK executive directors.
These are partially funded by means of a defined contribution

pension scheme.

The UK Pensicn Plan currently provides benefits to executive
directors as follows:

Normal retirement age 60

Accrual rate 1/30th per annum {earlier periods of membership
provide for accrual at lower rates)

Pensionable pay Annual basic rate of pay

Spouse's pension 50% cof prospective pensicn

Child allowance 12.5% of prospective pension per child

Early retirement With Company consent from age 55 without

actuarial reduction
5% or RPI if lower, with a

Pension increase

after retirement guaranteed minimum of 3% per annum
Contribution basis Non-contributory
Life assurance

4 X pensionable pay

No element of remuneration other than annual basic pay is pensionable.
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Remuneration Committee's Report

continued

Directors’ service agreements The Board’s policy is to limit service
contracts of executive directors to 12 month rolling terms.

in the event of the termination of employment of any director by the
Company, legally appropriate mitigation factors would be taken into
account in any compensation that may be payable.

All the exacutive directors are employed under senvice contracts with the
Company dated 1 October 2002 except for Sir Francis H Mackay whose
agreement is dated 1 July 1999. New contracts were implemented
following review last year by the Committee, taking into account the
recommendations of the Combined Code and best practice generally.

All executive directors'contracts terminate autcmatically on their 83rd
birthday. They may be terminated by the Company giving not less than

12 months’ written notice or by the executive director giving not less than
& months’ written notice.

On early terminaticn of their cortracts, executive directors would normally
be entitled to an amount equal to 12 months' salary, annual bonus and
benefits, and compensation for loss of pension benefits,

Under Sir Francis H Mackay's contract the Company may at its discretion
terminaie his employment by payment of 12 months' salary only.

External Non-Executive Directarships External appointments provide
executive directors with valuable experience beneficial io the Company.
Such appointments are subject to the approval of the Board and directors

are normally restricted to one appointment sach for which they may retain
ary fees,

Remuneration for Non-Executive Directors The remuneration of non-
executive directors is determined by the Board, on receipt of advice from
Hay Group and taking into account market comparisons and duties
performed. Non-executive directors do not participate in decisions

involving their own remuneration. Details of non-executive directors’ fees
are set out on page 37.

Peter £ B Cawdron, Denis P Cassidy and Valerie F Geoding are engaged
on letters of appeintment dated 27 October 1993, 14 September 1994
and 1 January 2000 respectively. Sven A Kado and Peter H Blackiburn

hold employment contracts dated 10 April 2002 and 16 May 2002
respectively.

Valerie F Gooding's appcintment is terminable on 3 months’ notice on both
sides, Peter E B Cawdron’s letter doss not include notice terms. All other
non-exacutives have a one month notice periocd on both sides.

MNon-exacutive directors are not eligible for pension scheme membership
and do not participate in any of the Group's performance-related bonus,
share option or other incentive arrangaments.
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Total Shareholder Return The petrformance graph below shows the total
shareholder return (TSR) for Compass Group over the last five years as
required by the Directors’ Remuneration Report Regulations 2002.

The TS8R for Compass Group comprises that of former Compass from

30 September 1998 to 26 July 2000, that of Granada Compass plc from
27 July 2000 to 1 February 2001 (both adjusted to reflect the demerger

from Granada Compass plc on 2 February 2001) and that of Compass
Group PLC from 2 February 2001.

The graph shows the value of £100 invested in the Company compared
with £100 invested in the FTSE 100 Share Index. The Committee
considers this to be the most appropriate comparator group for this
purpose because Compass Group has been a constituent member
througheut the period.
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INFORMATION SUBJECT TO AUDIT

Real

Transfer Transfer
increase in Increase in Accumulated value valug
accrued accrued total accrued of acorued of accrued
Years of pansion for pension pension at pension at pension at Amount of
Directors’ Pension Benefit Ageat senvice at the year duingyear  30Sep2003  30Sep2003 30 Sep2002 A-B
Nama of Director 30 8ep 2003 30 8ep 2003 £000 £000 £000 £000 (A) £000 B) £000
Sir Francis H Mackay 58 17 &4 els| 683 13,806 11,632 2,064
Michael J Bailey 54 10 24 29 604 13,595 12,032 1,556
Alain & Dupuis 59 8 15 18 106 2,070 1,811 259
Clive W P Grundy 52 22 26 32 223 4727 3,717 1,010
Andrew P Lynch 46 14 26 31 224 3,592 2,798 794
(i} The pension entitlement set out above is that which would be paid on retirement based on service te the end of the year.
(il The benefits set out above do not reflect those secured by any additional voluntary contributions paid by the directors.
({iiyTransfer values have been calculated in accordance with Actuaria! Guidance Note GN11, and with advice from our external actuaries.
Directors’ Remuneration
The aggregate remuneration of the individual directors of Compass Group PLC for the year ended 30 September 2003 was as follows:
Annua|
1t Performanca- Total Total
Salary Benefits  Related Bonus 2003 2002
Name of Director £000 £000 £000 £000 2000
Executive
Sir Francis B Mackayt 588 54 817 1,259 1,840
Michael J Bailey™ a0 119 1,594 2,623 2,072
Alain F Dupuis 400 58 510 968 696
Clive W P Grundy {appointed 1 October 2002)tt 400 39 420 859 -
Andrew P Lynch 485 38 810 1,033 825
Non-Executive
Peter H Blackbum™ 43 - - 43 18
Denis P Cassidy 43 - - 43 3%
Peter £ B Cawdron 78 - - 78 75
Valerie F Gooding 43 - - 43 36
Sven A Kado* 43 - - 43 20
Total 3,033 308 3,651 5,002 5,315

1 Sir Francis H Mackay's basic salary was time apportioned to acceunt for a reduction in his working hours and was reduced from £850,000 p.a.
o0 £500,000 p.a. with effect from 1 January 2003,

1t Clive W P Grundy’s remuneration for the year ended 30 September 2002 is not disclosed as this is prior to his appointment as a director.
+t Benefits in kind include private medical insurance and a fully expensed motor car.
*Highest paid director

** Peter H Blackburn and Sven A Kado were appointed as directors in May 2002 and April 2002 respectively and last year's fees are in respect of the
periods following their appointment.

As outlined on page 34, bonus targets are set at the begining of the financial year and the level of bonus payments is calculated by evaluating the
performance of each director against such targets. Actual bonus levels have been determined in accordance with the excellent results achieved set
against these demanding targets. The like for like turnover growth of 6%, like for like total operating profit growth of 10%, return on capital employed
growth of 40 basis points and a free cash inflow (excluding discontinued activities) of £405m have togsther been a considerable achievement, hence
the leve! of the overall awards, recognising an outperformance against the original targets set, and resulting in the enhanced bonuses reported above.

The maximum number of shares 1o be allocated to the directors under the LTIP, all for nil consideration, are as follows:

Ag at * Earfiest Vesting dates

30 Sep 2002 Granted in Lass shares Ag at
{or date of appt) the year issued 30 Sep 2003 Dex: 2003 Oec 2004 Dec 2005
Number Nurnber Number Number Number Numbar Number
Sir Francis H Mackay 341,560 141,509 - 483,068 207,210 134,350 141,508
Michael J Bailey 322,725 257 547 - 580,272 188,375 134,350 257,547
Alain F Dupuis 129,915 113,208 - 243123 70,640 59,275 113,208
Clive W P Grundy 123,285 113,208 - 236493 65,595 57,890 113,208
Andrew P Lynch 151,862 137,264 - 289,126 80,732 71130 137,264

This entitiernent to shares under the LTIP is subject to achieving the very demanding performance conditions referred to in the LTIP section on page 35.
They are maximum entitiements and the actual number of shares (if any) will depend on these performance conditions being achieved.

In addition, the Chairman holds an award of 300,000 bonus shares granted on 30 September 2001 based cn his performance in that year and which
vests on 30 September 2004,

*Market price at the date of grant was 336.25 pence. Compass Group FLC 37




Remuneration Committee’s Report

continued

Directors’ interests in the shares of Compass Group PLC

The interests, as defined by the Companies Act 1985, of the directors, their spouses and miner children in the ordinary shares of 10 pence each of
the Gormpany were as follows;

30 Sep 2002
{or date of
appointment
30 Sep 2003 if latar)
Sir Francis H Mackay 3,156,998 3,156,998
Michae! J Bailey 2,443,326 2,130,067
Alain F Dupuis 939,285 886,219
Clive W P Grundy 500,147 538,408
Andrew P Lynch 745,735 682,056
Peter H Biackburn 5,000 5,000
Denig P Cassidy 26,168 26,168
Peter E B Gawdron 11,600 11,600
Valerie F Gooding 5,001 5,001
Sven A Kado

12,500 12,500
There were no changes in the interests of the directors, their spouses and minor children between 30 September 2003 and 2 Decermber 2003.

Compass Group share prices

The mid-market prices of the Company’s ordinary shares on 30 September 2002 and 30 September 2003 were 265 pence and 347 pence

respectively. During the pericd the market orice of the Company's ordinary shares ranged between 236.5 pence (12 March 2003) and 367.25 pence
{24 September 2003).

The following is an analysis of opticns over ordinary shares in Compass Group PLC held by directors as at 20 September 2002.

Market price
at exercise
Granted during  Exetcised dwing  Released during Exercise price or release
Exercise period 30 Sep 2002 the year the year tha year 30 Sep 2003 [pence) {pence)
Sir Francis H Mackay
16 May 1999 — 15 May 2003 * 367,000 - 367,000 - - 143.9 293.65
28 September 2002 - 28 September 2009 598,375 - - - 596,375 316.1
13 September 2003 - 12 September 2010 1,101,000 - - - 1,101,000 3718
1 September 2006 - 28 February 2007 3,870 - - - 3,870 436.0
2,068,245 - 367,000 - 1,701,245
Michael J Bailey
28 Aprll 1997 — 27 April 2004 162,012 - - - 162,019 79.5
16 May 1992 — 15 May 2003t 220,200 - - 220,200 - 1439 295.0
2% Septernber 2002 - 28 Seplemiber 2002 734,000 - - - 734,000 3161
13 September 2003 — 12 September 2010 1,101,000 - - - 1,101,000 3716
19 September 2004 — 18 Septernber 2011 1,000,000 - - - 1,000,000 430.0
23 May 2005 - 22 May 2012 500,000 - - - 500,000 422.0
1 September 2007 - 28 February 2008 4,925 - - - 4,925 338.0
30 September 2005 - 29 September 2012 185,000 - - - 185,000 2925
28 May 2008 — 27 May 2013 - 950,000 - —~ 850,000 320.0
3,007,144 950,000 - 220,200 4,636,944
Alain F Dupuis
29 September 2002 - 28 Septermber 2009 275,250 - - - 275,250 318.1
13 September 2003 — 12 September 2010 458,750 - - - 458,750 371.8
19 September 2004 - 18 September 2011 250,000 - - -~ 250,000 430.0
23 May 2005 - 22 May 2012 300,0C0 - - - 300,000 4220
30 September 2005 - 29 September 2012 111,000 - - - 111,000 292.5
28 May 2006 - 27 May 2013 - 400,000 - - 400,000 320.0
1,395,000 400,000 - - 1,795,000
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continued

Analysis of options over ordinary shares in Compass Group PLG held by directors as at 30 September 2003 — continued

Market prica
at exgrcise
Granted during  Exercised during  Released during Exarcise price or release
Exercise period 30 Sep 2002 the year the year tha year S08ep 2003 ipence) pence)
Clive W P Grundy
16 May 2000 - 15 May 2004 146,800 - - - 145800 179.2
28 September 2002 - 28 September 2009 238,550 - - - 238,550 316.1
13 Septernber 2003 - 12 September 2010 458,750 - - - 458,750 3716
1 September 2004 - 28 February 2005 2,221 - - - 2,221 436.0
19 September 2004 ~ 18 September 2011 250,000 - - - 250,000 430.0
23 May 2005 - 22 May 2012 250,000 - - - 250,000 422.0
30 September 2005 — 29 September 2012 82,500 - - - 92,500 202.5
28 May 2006 — 27 May 2013 - 350,000 - - 350,000 320.0
1,438,821 350,000 - - 1,788,821
Andrew P Lynch
16 May 1999 - 15 May 2003 * 128,450 - 128,450 - - 143.9 2093.65
22 January 2000 - 21 January 2004 183,500 - - - 183,500 1809
16 May 2000 - 15 May 2004 146,800 - - - 146,800 179.2
29 September 2002 — 28 September 2003 284,426 - - - 284,425 318.1
13 September 2003 - 12 September 2010 560,500 - -~ - 550,500 3716
1 Septermiber 2004 — 28 February 2005 2,224 - - - 2,221 436.0
19 September 2004 - 18 September 2011 350,000 - - - 350,000 430.0
23 May 2005 - 22 May 2012 350,C00 - - - 350,000 422.0
30 September 2005 - 29 September 2012 129,500 - - - 129,500 282.5
28 May 2006 - 27 May 2013 - 500,000 - - 500,000 320.0
2,125,396 500,000 128,450 - 2,496,946

t On 27 March 2003 Michael J Bailey released options over 220,200 shares and the Compass Group Employee Benefit Trust Number 2 paid
£332,722.20 in respect of the release, such amount being equal to the excess of the bid market quotation of 205 pence per share on 26 March
2003 over the share option exercise price of 143.9 pence. The entire cash amount was applied by a family trust in which Michael J Bailey has a
beneficial interest in subscribing for 112,787 shares in the capital of the Company at a price of 295 pence per share,

* The gross gains made on the exercise of share options during the year by Sir Francis H Mackay and Andrew P Lynch were £549,583 and £192,354
respectively, Last year's aggregate gross gain made an the exercise/release of share options by directars was £1,619,498.

No options expired unexercised during the year N pce was paid for the award of any opticn. Options are subject to the performance criteria set out
on page 35.

Peter E B Cawdron
Chairman
2 Decemiber 2003 "V
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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 as at the end of the financial year and of the
profit or loss of the Company and the Group for that year. In preparing
these financial statements, the directors are required to:

il select suitable accounting policles and then apply them consistently;
fiy make judgements and estimates that are reascnable and prudent;

iy state whether applicaible accounting standards have yeen followed,
subject to any material departures disclosed and explained in the
financial statements; and

(V) prepare the financial statements on the going concam basis uniess it

is inappropriate to presume that the Company and the Group will
cantinue in business.

The directors are responsible for maintaining proper accounting records
and sufficient internal controls for safeguarding the assets of the Company

and the Group and for the prevention and detection of fraud and ciher
irregularities.

The directors, having prepared the financial statements, have requested
the auditors to take whatever steps and undertake whatever inspections

they consider to be appropriate for the purpose of enabling them to give
their audit report.
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Auditors' Report

independent auditors’ report to the members of Compass Group PLC
We have audited the financial staterments of Compass Group PLC for
the vear ended 30 September 2003 which comprise the consclidated
profit and loss account, the balance sheets, the consalidated cash flow
statement and related notes, the consolidated statement of total
recognised gains and losses, the reconciliation of movemnents in
consolidated sharsholders’ funds and the related notes 1 to 28.

These financial statements have been prepared under the accounting
policies set ot therein. We have also audited the Information in the part

of the Remuneration Committea's Report that is described as having
been audited.

This report is made solely to the Company's members, as a body, in
accardance with section 235 of the Companies Act 1985. Qur audit work
has been undertaken so that we might state to the Company’s members
thase maiters we are required 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 responsibility to anyone cther than the Company and
the Company’s members as & body, for our audit work, for this report, or
for the opinions we have formed.

Respective responsibilities of directors and auditors As described

in the statement of directors’ respensibifities, the Company’s directors are
responsible for the preparation of the financial statements in accordance
with applicable United Kingdom law and accounting standards. They are
also responsible for the preparation of the other information contained in
the annual report including the Remuneration Committee's Report. Cur
responsibiity is to audit the financial statements and the part of the
Remuneration Committee’s Report described as having been audited

in accordance with relevant United Kingdom legal and regulatory
requirements and auditing standards.

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 Remuneration Committee’s Report described as having been
audited have been properly prepared in accordarce with the Companies
Act 1885. We also report if, in our opinicn, the directors’ report is not
consistent with the financial statements, if the Company has not kept
proper accounting records, if we have not received all the information and
explanations we require for our audit, or if information specified

by law or the Listing Rules of the Financial Services Authority regarding
directors’ remuneration and transactions with the Company and other
members of the Group is not disclosed.

We review whether the corporate governance statement reflects the
Company’s compliance with the seven provisions of the Combined
Cede specified for our review by the Listing Rules and we reporiifit does
not. We are not required to consider whether the Board's statermnents on
internal control cover all risks and controls, or form an opinion on the

effectiveness of the Group's corporate governance procedures or its
risk and control procedures.

We read the directors' report and the other information contained in the
annual report for the above year as described in the contents sections
including the unaudited part of the Remuneration Committee’s Report
and consider the implications for our report if we become aware of any

apparent misstaternents or matarial inconsistencies with the financial
statements.

Basis of audit opinion We conducted cur auditin accordance with
United Kingdom auditing standards issued by the Auditing Practices
Board. An audit includas examination, on & test basis, of evidence

relevant {o the ameunits and disclosures in the financial statements and the
part of the Remuneration Committee’s Report described as having been
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

circumstances of the Company and of the Group, censistently applied and
adequately disclosed.

We planned and performed our audit so as to obtain all the information
and explanations which we considered necessary in order to provide us
with sufficient evidence to give reasonable assurance that the financial
staternents and the part of the Rernuneration Committea’s Report
described as having been audited are free from material misstaterment,
whether caused by fraud or other Iregularity or error. In forming our
cpinion, we also evaluated the cverall adequacy of the presentation of
infermation in the financial statements and the part of the Remuneration
Committee's Report described as having been audited.

Opinion In our opinicn, the financial statements give atrue and fair
view of the state of affairs of the Company and of the Group as at

30 September 2003 ard of the profit of the Group for the vear then
ended and the financial statements and the part of the Remuneration
Comnmittes's Report described as having been audited hava bean
property prepared in accordance with the Companies Act 1985.

Dellte A T LLF
Deloitte & Touche LLP

Chartered Accountants and Registered Auditors
Lendon

2 December 2003
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Consolidated Profit and Loss Account
far the vear ended 30 Septernber 2003

Before Before
goodwil Goodwil goodwil Goodwil
amortisation amortisation amortisation amortisation
and exceptional  and exceptional Total  and exceptional and exceptional Total
fterng lerns 2003 ems fterns 2002
Compass Group PLC Notes £m £m £m £m em £m
Turnover
Continuing operations 10,826 - 10,926 10,249 - 10,248
Acquisitions 280 - 280 - - -
11,206 - 11,206 10,249 - 10,249
Discontinued activities 80 - 80 368 - 368
Total turnover 2 11,286 - 11,286 10,617 10,617
Operating costs 34 (10,504} (276) (10,780} (9.824) 272) {10,006}
Operating profit
Continuing operaticns 758 (269) 489 688 (272) 4156
Acguisitions 8 (7) 1 - - -
768 (276) 480 888 (272) 416
Discontinued activities 16 - 16 105 - 106
782 (276) 506 793 (272) 521
Share of profits of associated undertakings
Continuing operations 2 15 - 15 12 - 12
Total operating profit: Group and
share of associated undertakings 2 797 {276) 521 805 (272) 533
Loss on disposal of businesses — discontinued activities 4 - (27) 27) - - -
Interest receivabie and similar income 16 - 16 18 - 18
Interest payaole and similar charges 8 (152) - (152) {183} - {169%)
Net interest (136) - (136) (1561) ~ (151}
Prefit on ordinary activities before taxation 661 (303) 358 654 (272) 382
Tax on profit on ordinary activities 7 (169) 26 (143) (175} 37 {(138)
Profit on ordinary activities after taxation 492 217 215 479 {23%) 244
Equity minority interests (31) - (31) (22) - (22)
Profit for the financial year 461 (277} 184 457 (235) 222
Equity dividends 8 (183) - {183) (159) - (159)
Profit for the year retained 21 278 (277 1 208 {235) 83
Basic earnings per ordinary share 9 8.3p 10.0p
Basic earnings per ordinary share
- excluding goodwill amortisation and exceptional items 9 20.8p 20.5p
Diluted earnings per ordinary share 9 8.3p 9.9p
Diluted earnings per ordinary share
- excluding goodwill amortisation and exceptional items 9 20.7p 20.3p
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Consolidated Statement of Total Recognised Gains and Losses
for the year ended 30 September 2003

Compass Group PLC

2003 2002
£m ]
Profit for the financial year 184 227
Currency transtation differences on foreign currency net investments {32) (a1
Total gains and losses recognised in the year 152 181
Reconciliation of Movements in Consolidated Shareholders’ Funds
for the year ended 30 September 2003
2008 2002
Compass Group PLC £m £m
Profit for the financial year 184 222
Dividends (183) {158)
1 63
Currency translation differences on foreign currency netinvestrments 32) {41
issue of shares 17 54
Shares to be issued 5] @n
Repurchase of shares {233) -
Net (reduction iny/addition to shareholders' funds (252) 49
Cpening shareholders’ funds 2,83 2,782
Closing shareholders’ funds 2,579 2,831
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Congolidated Balance Sheet

as at 30 September 2003
2003 2002
Compass Group PLC Netes £m £m
Fixed assets
Intangible assets 10 4,436 4,522
Tangible assets 11 1,734 2369
Investments 12 73 101
6,243 6,992
Current assets
Stocks 13 225 196
Debters: ameunts falling due within one vear 14 1,530 1,258
amounts faling due after more than one year 14 309 293
Businesses held for resale 15 - 35
Investmerts - 3
Cash at bank and in hand 303 406
2,3M 2,191
Creditors: amounts falling due within one year 16 {3,093) (3.870)
Net current liabilities {722} (1,879}
Total assets less current liabilities 5,521 5313
Creditors: amounts falling due after more than one vear 17 (2,457) (1,954)
Provisions for liabilities and charges 19 {429) 431
Equity minority interests {56} Q7
Net assets 2 2,579 2,831
Capital and reserves
Calied up share capital 20 27 223
Shares to ba issued - 5
Share premium sccount 21 84 68
Capital redemption reserve 21 7 -
Merger reserve 21 4,170 4170
Profit and loss account 21 {1,899} (1,835)
Total equity shareholders’ funds 2,579 2,831

Approved by the Beard of Directors on 2 December 2003 and signed on their behalf by

Michael J Bailey, Director

Andrew P Lynch, Director
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Company Balance Sheet
as at 30 September 2003

Compass Group PLC
Fixed assets

Investments

Current assets

Debtors: amounts falling due within one year
Creditors: amounts falling dus within one year

Net current assets
Total assets less current liabilities
Creditors: amounts falling due after more than ohe year

Net assets

Capital and reserves
Called up share capital
Shares to be issued

Share premium account
Capital redemption reserve
Profit and loss account

Total equity shareholders’ funds

Approved by the Beard of Directors on 2 December 200

and signed on their behalf by
. el O\L S b
Michael J Bailey, Director ‘ Z YR {(5;

. ; % £4 {— AT
Andrew P Lynch, Director
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Consclidated Cash Flow Statement
for the year ended 30 September 2003

2003
Compass Group PLC

£m £mn ] 2010;
Net cash inflow from operating activities before exceptional items (hote |) 933 925
Exceptional reorganisation costs - {17
Net cash inflow after exceptional items 933 808
Dividends from associated undertakings L 2
Returns on investments and servicing of finance
Interest received 15 17
interest paid {163) (179
Interest element of finance lease rental payments (3) 3)
Dividends paid to minotity interests (15) {10)
Net cash outflow from returns on investments and servicing of finance {166) (171)
Taxation
Tax received 41 31
Tax paid (86) (73)
Net tax paid (45) (42}
Capital expenditure and financial investment
Purchase of tangible fixed assets (376) (384)
Sale of tangible fixed assets 64 54
Sale of own shares, net - 1
Total capital expenditure and financial investment (312 (329)
Free cash flow 415 368
Acquisitions and disposals (note V)
Purchase of subsidiary cormparies {296) {408)
Net proceeds from businesses held for resale 30 22
Sale of minority interest - 7
Sale of subsidiary companies and associated undertakings 720 31
Total acquisitions and disposals 454 (348)
Equity dividends paid {159) (126)
Net cash inflow/{outflow) from investing activities 295 (472)
Net cashinflow/(outflow) befare financing 710 (104)
Management of liquid resources: Sale of marketable securities 3 62
Financing
Issus of ordinary share capital 12 5
Repurchase of share capital 211) -
Debt due within one year:
Decrease in bank ioans and loan notes {218) {505}
Debt due after one year:
IDecrease)/increase in bank loans and lean notes {464) 289
Capital element of financa lease rentals {16} (14}
Net cash outflow from financing (897) (225)
Decrease in cash in the year (184) (267)
Reconciliation of net cash flow to movement in net debt (note I}
Decrease in cash in the year {184) {287)
Cash outflow from change in debt and lease finance 698 230
Change in net delt resulting from cash flows 514 a7
Changes in finance leases and loans acquired with subsidiaries (a41) (281)
Effect of foreign exchange rate changes {79) 6
Movement in net debt in the year 394 (312
Opening net debt {2,702) {2,290)
Closing net debt (2,308) 2,702)
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Notes to the Consolidated Cash Flow Statement

2003

2002
o o
Reconciliation of operating profit to net cash inflow from operating activities:
Operating profit before goodwill amortisation and exceptional items 797 805
Depreciation 243 230
EBITDA 1,040 1,035
Profit on disposal of fixed assets and businesses {8) )
Share of profits of associated undertakings (15) (12)
Expenditure in respect of provisions for fiabilities and charges {46) f61)
Increase in stocks (33) (4)
Increase in debtors (64) {8
Increase in creditors 59 74
Net cash inflow from operating activities before exceptional tems 933 925
Acquisitions
{exciuding Other
Exchange cash and rion-cash
1 Oct 2002 Cash flow movements overdrafts) changas 30 Sep 2003
£m £m £m £ Em
Analysis of net debt:
Cash at bank and in hand 406 (118) 15 - - 303
Overdrafts {29) {66) 3 - - {98)
377 (184) 12 - - 205
Debt due within one year (1,217) 218 - (18) 906 {111)
Debt due after one year {1,804) 464 (90) - (906) {2,336)
Firnance leases (58) 16 1) 12 {11 {€6)
(3.079) 698 91) (30) {11) (2,513)
Total (2,702 514 (79) (30) {11) (2,308)
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Notes to the Consolidated Cash Flow Statement

continued

2006 2003 2002
£m £m £m
Purchases Disposals Purchases
il Purchase and disposal of subsidiary companies
and investments in associated undertakings:
Net assets acquired/(disposed ofy:
Tangible fixed assets 32 (773) 88
Fixed asset investments - (38) 85
Businesses held for resale - - 28
Stocks 1 (4) 17
Debtors 118 8) 165
Current asset investments - - 43
Cash 19 (1) 147
Bank overdrafts (29 - i4)
|Lcans (18) - (258)
Leases {12) - @)
Creditors (130} 21 213)
Provisions 45) - 67
Tax 29 63 27
Minority interests 60 - (46)
26 {740) 3
Loss on disposal - 29 -
Goodwill acquired/{disposed of} 195 (14) 610
221 (725) 613
Safisfied by:
Cash consideration payabie/{receivable} 208 {721) 538
Shares - - 7
Deferred consideration receivable - {8} -
Deferred congideration payable 13 4 88
221 (725) 613
IV Analysis of net flow of cash in respect of the
purchase and disposal of subsidiary companies and
investments in associated undertakings:
Cash congsideration paid/{received net of liabilities settled) 208 {721} 538
Cash {acquired)/disposed of (19) 1 (147)
Overdrafts acquired 29 - 4
218 (720) 305
Deferred congideration and costs relating to previous acquisitions 78 - 1
206 {720) 406
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Notes to the Financial Statements

1 Accounting policies

Basis of preparation

The financial statements have been prepared in accordance with UK
leaww and applicable accounting standards.,

Specific accounting policies
The particular policies adopted are described below.

A Accounting convention and basis of consolidation
The financial statements are prepared under the historical cost
convention, The consolidated financial statements incorporate the
financial statements of the Company and all its subsidiaries and
associated undertakings.

B Goodwill

Purchased gocdwil arising on acguisitions made since 1 October
1998 is capitalised in local currency and amartised through the profit
and loss account on a straight line basis over its estimated useful tife
up to a maximum of 20 vears, in accordance with FRS 10.

Purchased goodwill arising on acquisitions prior to 1 Cotober 1998,
which was previously written off to a separate goodwili reserve,
remains written off but has now been transferred to the profitand loss
account reserve, in accordance with the transitional arrangements of
FRS 10. This goodwill will be charged to the profit and loss account

as appropriate on the subsequent disposal of the business to which
ftrelates.

Foreign currencies

The assets and liabilities of foreign subsidiary companies are
translated into sterfing at the rates of exchange ruling at the year end.
The historical currency cost of foreign subsidiary companies and
investrmeris held by the Company are translated into steriing at the
rates of exchange ruling at the year end. Gains and losses resulting
from the realignment of opening foreign currency balances to the
year end rates including external loans and intragroup long-term
loans are treated as movements on reserves.

The results of foreign subsidiary companies are translated into sterling
at the average rates of exchange for the accounting year, Gains or
losses resulting from the translation of these results from the average
rates to the year end rates are treated as movements on reserves.

All other exchange differences are dealt with through the profit and
loss aceount.

Stocks
Stocks arevelued al the lower of cost and net reglisable value.
E Turnover

Turnover represents the invoiced value, excluding value added tax
and similar sales taxes, of goods and services supplied to third parties.

F Tangible fixed assets and depreciation
Fixed assets are carried at cost less depreciation, which is provided
ontheir book values at rates calculated to write down each asset to
its resiclual value over its estimated remaining useful life on a straight
line basis, within the following ranges:
* Freehold buildings and long-term leasehcld property:
2% per annum - freehold land is not depreciated
¢ Short-term leasehcld property: the life of the lease
* Plart, machinery, fixtures and fittings: 8% to 33% per annum

G

H

]

J

K

Investments

Exceptas stated below, investments held as fixed assets are stated at
cost, less any nrovision for impairment in valug, and investmants held by
the Company are stated at historical currency cost and translated into
sterfing in accordance with the policy set outin note € above.

in the consolidaled accounts, shares in associated underiakings are
accounted for using the equity method. The consolidated profit and loss
account includes the Group's share of the pre-tax profits and attributable
taxation of the associated undertakings based on financial statements
for the financial year. In the censolidated balance shest, the investment in
asscclated undertakings is shown at the Group's share of the net assels
of the associated undertakings. Goodwill arising on the acquisition of an
assoclate is capitalised as part of the carrying amount in the consolidated
balance sheet and amortised over its estimated useful life. Priorto the
implernentation of FRS 9 and FRS 10, such gocdwill was written off to
reserves as a matter of accounting policy (see note B above),

Pension costs and other post-retirement benefits
Defined retirernent benefits for employees are funded by contributions
from the Group companies and employees.

Pension costs and other post-retirement benefits, which are pericdically
calculated by professionally qualified actuaries, are charged against
profits so that the expected costs of providing pensicns are recognised
during the pericd in which benefitis derived from the employees’ services.

Any pension surplus or deficit identified at the date of the last actuarial
valuation i being amortised over the average estimated remaining
service lives of employesas in accordance with SSAP 24.

Deferred tax

Deferred tax Is provided at the anticipated tax rates on timing differences
arising from the Inclusion of items of income and expenditure in tax
computations in periods different from those inwhich they are included in
the financial statements. The Group has adopted the policy of
discounting deferred tax balances as permitted by FRS 19,

Leases

Assats held under finance leases and hire purchase contracts are
capitalised at their fair value on the inception of the leases and
depreciated over thelr estimated useful lives. The finance charges

are allocated over the period of the lease in proportion to the capital
amount outstanding.

Rental costs under operating leases are charged to the profit and loss
account in equal annual amounts over the period of the leases.

Financial instruments

Financlal assets and liakilities, including derivative financiatinstruments,
denominated in foreign currencies are translated into sterling at year end
exchange rates. Gains and losses on franslation into sterling are dealt
within accordance with the policy set outin note € doove.

Interest rate swaps are not revalued to fair value or shown onthe balance
sheet at the year end. Income and expenses arising from interest rate
swaps are matched against the interest costs arising onthe leans for
which they are providing a hedge.

Premiums, discounts and front-end fees on financial assets and liabilities

are amortised through the profit and loss account over the life of the
asset or liability.
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MNotes {o the Financial Statements

continued

Continuing Discontiriued
cperations Acquigitions. activities 2003 2002
Turnover, operating profit and het assets om £ £im om o™
Turnover
Foodsenvice:
Geographical analysis:
~ United Kingdom
Continuing 2,966 14 - 2,980 2,792
Discontinued - - 80 80 368
2,966 14 80 3,060 3,160
~ Continenta! Curope & rast of the world 4,402 262 - 4,664 3,751
— Naorth America 3,558 4 - 3,562 3,706
10,926 280 80 11,286 10,617
Operating profit
Before goodwill amertisation and exceptional items
Foodservice:
~ The Company and its subsidiary undertakings
Continuing 758 8 - 766 688
Discontinued - - 16 16 105
- Associated undertakings 15 - - 15 12
773 8 16 797 805
Geographical analysis:
— United Kingdom
The Company and its subsidiary undertakings
Continuing 359 1 - 360 316
Discontinued - - 16 16 105
Agsociated undertakings 2 - - 2 1
- Continental Europe & rest of the world
The Company and its subsidiary undertakings 222 7 - 229 191
Associated undertakings 12 - - 12 t1
— North America
The Company and its subsidiary undertakings 177 - - 177 181
Associated undertakings 1 - - 1 -
773 8 16 797 805
Amortigation of goodwill - continuing operaticns
~ United Kingdom {154) (1} - (155) {164)
- Continental Ewrope & rest of the world {84} 8} - 7o (32}
-~ North America (51) - - (51} (54)
(269) %) - {276) (257)
Exceptional items — continuing operations
- United Kingdom - - - - 12
— Continental Europe & rest of the wotld - - - - {2)
- North America - - - - (1)
- - - - (15)
(269) {7) - (276) (272
Total operating profit: Group and share of associated undertakings 504 1 16 521 533

Total operating profit after goodwill amortisation and exceptional items for the year ended 30 September 2003 relatas to foodservice analysed

as UK £223 million, Continental Eurcpe and the rest of the world £171 milion and North America £127 million {2002: £246 million, £161 miliion

and £2126 million respectively).
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2 Turnover, operating profit and net assets — continued

2003
£m
Net assets
Foodsenvice:
~ United Kingdom 2,649
- Coniinantal Eurcpe & rest of the world 1,259
~ North America 979
4,887
Assets held for resale -
Net debt {2,308)
2579
Continuing » Discantinued Continuing Discontinued
. operations Acquisitions activities 2003 operations activities
3 Operating costs £m £m £m £m £m £m £m
Movement in stocks of finished goods and work in progress 18 1 - 19 9 - 9
Raw materials and consurnables 3,998 107 17 4,922 3,855 39 3,044
Other external charges 1,587 | 22 1,660 1,442 80 1,522
Staff costs 4,332 107 21 4,460 4,055 79 4,134
Depreciation of tangible fixed assets:
— owned assets 218 6 4 228 203 15 218
- leased assels 15 - - 15 12 - 12
Amortisation of goodwill 269 7 - 276 257 - 257
10,437 279 64 10,780 9,833 263 10,096

In 2002 exceptional items of £15 million included within continuing operations and analysed in note 4 were included within other external charges

£5 million and staff costs ©10 million.

2003 w2
£m £m
Other external charges include:
Property lease rentais 86 89
COther occupancy rentals 121 122
Other asset rentais 55 39
Fees paid to the auditors:
Audlit services; statutory audit 2 2
Further assurance services 1 1
Tax services: advisory services 2 2
5 5
Less fees in respect of acquisitions and disposals charged as part of the cost of tfransactions - @
5 3

As permitted by Section 230 of the Companies Act 1985, the profit and loss account of the parent company is not presanted as part of these accounts,

The consolidated profit for the year includes a profit after tax of £405 milion (2002: £83 million) which is dealt with in the accounts of the parent company.
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3008
4 Exceptional items P
Charged to operating profit — continuing activities
Reorganisation costs -
Employee share schemes -
Loss on dispesal of discontinued activities  Little Chef and Travelodge 27

Little Chef and Travelodge were disposed of on 4 February 2003 for a total consideration of £712 million. The completion accounts for this
transaction are in the process of finalisation.

5 Employees Number
The average number of employees, including part-time employees, was:
Foodservice:
United Kingdom 97,198 100,372
Overseas 315,376 291,980
412,574 392,352
2003 2002
£m ja]
The aggregate remuneration of all employees comptised:
Wages and salaries 3,885 3,638
Social security costs 515 440
Other pension cosls 60 56

4,460 4,134
Information cn directors’ remuneration, share options, leng-term incentive plans, pension contributicns and entitlements is set out in the audited
section of the Rermuneration Committes's Report on pages 34 to 32 and forms part of these financial statements.

. 2003 2002
& Interest payable and similar charges £m £m
Bank loans and cverdrafts a1 108

Cther loans 111 64 i
152 169
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7 Tax on profit on ordinary activities
UK corporation tax at 30% (2002: 30%)
COverseas tax payable
Overseas tax on share of profits of associated undertakings

Current tax charge on profit before goodwill, amortisation and exceptional items
UK deferred tax

Irnipact of discounting UK deferred tax
Qverseas deferred tax

Impact of discounting overseas defarred tax

Adjustments in respect of prior years:
UK corporation tax

Overseas tax payable

UK deferred tax

Cverseas deferred tax

Total tax charge befors exceptional iterns

169 175
Exceptional items:
UK corporation tax 4 {5)
Overseas tax payable 3 -
Priar year UK comoration tax {33) 32)
Total exceptional tax credit (26) {37)
Tax on profit on ordinary activities after exceptional items 143 138

The 2003 exceptional UK corporation tax charge and the 2003 overseas tax charge relate to the disposal of the Littie Chef and Travelodge businesses
The 2003 prior year exceptional UK corporation tax oredit relates to the recovery of tax not previously recognised in respect of acquired businesses

where the hindsight period for adjustments to goodwill has passed.
Factors affecting the future tax charge

The main factors affecting the future tax charge are expected to Include overseas tax rates, permanent differences and the reversal of
unprovided deferred tax assets.

20092 200'1/2

Reconciliation of the UK statutory tax rate to the effective current tax rate
Tax charge on profit on ordinary activities before goodwill amortisation and exceptional items

at the UK statutory rate of 30% 30 30
Increase/{decrease) resulting from:
Permanent iterns 2 2
Amortisation of goodwill {2) (2)
Overseas taxes at higher rates 3 1
Losses brought forward ] (8}
Tax credits (4] (1}
Capital allowances for the period in excess of depreciation charged (2) {2
Other timing differences (2) -
Current tax charge on profit before goodwill amortisation and exceptional items 21 18
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2008 2002
8 Dividends Per share £m Per share £m

Dividends on ordinary shares of 10p each:
Interim 2.7p 60 2.14p 47
Proposed final 5.7p 123 5.0p 112
8.4p 183 7.p 1569
Betore ncuding Before Incluging
goodwill gaodwill goadwil goodwil
amortigation armortisation amortisation armortisation
and exceptional  and exceptional and exceptional  and exceptional
itarns itams ttems iterns
. 2003 2003 2002 2002
9 Earnings per share 2m £m £ £m
Attributable profit for basic and diluted earnings per share 481 184 457 222
Millions Millons Millions Millions
Average number of shares in issue 2,218 2,218 2,227 2,227
Shares to be issued - - 1 1
Average nurnber of shares for basic earnings per share 2,218 2,218 2,228 2228
Dilutive share options 5 5 20 20
Average number of shares for dituted earnings per share 2,223 2,223 2,248 2,248
Basic earnings per share 20.8p 8.3p 20.5p 10.0p
Diluted earnings per share 20.7p 8.3p 20.3p 9.9p

Earnings per share excluding goodwill amortisation and exceptional iterns has been shown to disclose the impact of these on underlying earnings.

10 Intangibie fixed assets
Goodwill - Group

Cost
At 1 Qctober 2002

5,008
Additions arising from acquisitions 185
Digposal (15)
Currency adjustment 8
At 30 September 2003 5,196
Amortisation
At 1 October 2002 486
Charga far the year 276
Disposal (N
Currency adjustment {1}
At 30 September 2003 760
Net book amount
Al 30 September 2003 4,436
At 30 September 2002 4,522

Additions to goodwill arising from acquisitions primarily relates to the acquisition of Onama in Italy. Further information on acquisitions can be found

in note 22, Goodwill on acquisiions is being amortised over periods of up 1o 20 years which are considered to be the estimated useful lives.
The disposal relates to the goodwil attaching te 9.8% of Yoshinoya D&C held by Seiyo Foods disposed of on 19 August 2003.
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Freshold Long Short
land _and leasehold lsasehold Plam. and Fixtures _and

11 Tangible fixed assets bumégr: ng DTW mcmseg Wégri 1091:1\
Group
Cost
At 1 Cctober 2002 862 276 386 1,246 735 3,505
Currency adjustrment 9 1 - 13 3 54
Additions 24 6 14 228 115 387
Businesses acquired 19 - 2 33 13 67
Disposals 7N (1) (37) {60} (75) (190)
Businesses disposed of {411) (224) {38) {14) {158) (845)
Al 30 September 2003 486 58 327 1,446 661 2,978
Depreciation
At 1 October 2002 78 10 61 660 327 1,138
Currency adjustment 4 - - 9 16 29
Charge for the year 13 2 12 148 68 243
Businesses acquired 11 - 3 16 5 35
Disposals {1s) - i) {64) @ {120
Businesses disposed of (5) (8) (12) (6) 41) {72)
Af 30 September 2003 85 4 84 763 338 1,244
Net book amount
Al 30 September 2003 401 54 273 683 323 1,734
At 30 September 2002 784 266 325 586 408 2,389

The net book amount of the Group’s tangible fixed assets includes, in respect of assets held under finance leases, freeheld buildings and leng
and short leasehold property £11 million (2002: £12 milion), plant and machinery £38 millicn (2002: £41 milllion) and fixtures and fittings £4 million
{2002: €4 million),

Group Comgpany
Iovestment Investmant
in associ{jted in subswqiary
12 Investments held as fixed assets undenam::gri Undenamgms
Cost
Af 1 October 2002 101 1,121
Additions - 10
Disposals (38) -
Share ¢f retained profits less losses 9 -
Dividends received {5 -
Currency adjustments/other movements 6 -
At 30 September 2003 73 1,131

Investrment in asscciated undertakings at 30 September 2003 includes £48 million baing the Group’s share of the net tangible assets of
Yoshinaya D&C. During the year the Group disposed of 9.8% of Yoshinova leaving a remaining investment of 12.7%. Following this disposal the
Group retains the same level of infiuence over Yoshinoya and therefore continues to equity account this investment. Yoshinoya is incorporated in

Japan, draws up its financial statements to the end of February each year and its main business is retail catering. The market value of the
investrent at 30 Septernber 2003 was ¥13 billion (£68 million).

Compass Group PLC 55




Notes to the Financial Statements

continued
2003 2002
13 Stocks 2w m
Group
Food and beverage stocks 166 149
Other stocks 63 47
229 196
Group Compary
2003 2002 2003 2002
14 Debtors £m £rm £m £m
Amounts faliing due within one year
Trade debtors 1,112 936 - -
Amounts owed by subsidiary companies - - 3,767 2,894
Amounts owed by associated undertakings 4 2 - -
Group relief receivable - - 35 54
Overseas tax recoverable 15 12 - -
Other debtors 184 107 - -
Prepayments and accrued income 215 201 - -
1,530 1,258 3,802 3,048
Amounts falling due after more than one year
Other debtors 177 208 - -
Deferred tax 132 a5 - -
309 293 - -
Provided
2003 2002
£m £m
Deferred tax analysis
Group
UK capital allowances in excess of depreciation 8) (101
UK short-term timing differences 100 g6
Overseas deferred tax {26) 5
Discount on timing differences 66 85

132 85
Overseas deferred text and the discount on timing differences include an amourt attributaicle to goodwill in the USA, The effect of this was not
analysed separately in 2002 and the comparatives have therefore been restated.

Deferred tax has been provided throughout the Group in accerdance with the accounting policy shown in note 1{), Deferred tax does net include

any potential tax liabilities which might arise in the event of the distribution of unappropriated profits or reserves of overseas subsidiary companies
as there is na intention {0 distrioute such profits or resetves.

Deferred tax assets of £147 million (2002: £160 milion} have not been recognised as recovery s likely to be after more than one year.
The Company has an unprovided deferred tax asset of £15 million (2002: £11 million) which is not recognised on the same grounds.

Group
£m

The maovements on deferved tax are as fallows:

At 1 October 2002 85

Arising from acquisitions 30

Arising from clisposals 70

Charged to profit and loss account {58)
Other movernents 5

Al 30 September 2003 132
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15

16

Businesses held for resale

At 1 October 2002
Reclassified from creditors
Net proceeds received

At 30 September 2003

Grouy
2003 2002 2003
Creditors — amounts falling due within one year £m £m £m
Boends 94 129 -
Loan notes 12 72 3
Bank loans 5 1,018 -
Bank overdrafts o8 29 243
Obligaticns under finance leases 19 14 -
Trade creditors 1,060 845 -
Armounts owed to subsidiary companies - - 1,364
Amounts owed to associated undertakings 4 4 -
Corpaoration tax payable 146 138 - -
Cverseas fax 188 183 - -
Other tax and sccial security costs 208 211 - -
Other creditors 241 200 22 -
Deferred consideration 25 79 - -
Accrugls and deferred income 810 811 53 43
Proposed dividend 183 159 183 159
3,003 3,870 1,868 1,752
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Group Company

2003 2002 2003 2002

17 Creditors - amounts falling due after more than one year £m £m £m £m
Bonds 1,102 1,143 1,061 1,021
Loan notes 591 811 £68 554
Bank loans 643 50 643 48
Obligations under finance leases 47 a4 - -
Other creditors 55 68 1 3
Deferred consideration 19 a8 9 9
2457 1,954 2,282 1,635

All amounts due under bonds, loan notes and bank facilities are shown net of unamaortised issue costs.
Bonds are unsecured and consist of the following:

— Euro Eurobond with nominal value €600 million redeemable in 2009 and bearing interest at 8.0% per annum.

- Sterling Eurobond with nominal value £200 million redeematle in 2010 and bearing interest at 7.125% per annum.
- Sterling Eurchond with nominal value £200 millicn redeemable in 2012 and bearing interest at 6.375% per annum.

— Sterling Eurobond with nominal value £250 million redeemable in 2014 and bearing interast at 7.0% per annum.

The bond redesmable in 2014 is recorded at its fair value fo the Group on acquisition.

The Group has fixed term, fixed interest private placements totaliing US$943 million (257 1million) at interest rates betweean 8.0% and 8.015%.

US$750 million {£452 million) is repayable in five {o ten years.

Maturity of financia! liabilitias and other creditors falling due after more than one year as at 30 September 2003 is as follows:

2003 2002
Bonds and Loans and Bonds and Loans and
loannotes overdrafts Cther Total loan notes ovardrafts Other Total
£m £m £m £ tm Tm em £m
Group
In moere than one year but
nct more than two years 30 45 70 145 105 2 77 184
in more than two years but
not more than five years 130 598 36 764 125 48 52 225
In more than five years 1,533 - 15 1,548 1,624 - 21 1,545
1,693 643 121 2,457 1,754 50 150 1,984
In ane year of less, of on demand 106 103 44 253 201 1,045 a3 1,338
1,799 746 165 2,710 1,955 1,095 243 3,203
2003 2002
Bonds and Loans and Bonds and Loans and
{oan noies overthafis Cirer Total loan notes overdrafis Otner Teted
£m £m £m £m £m £m £m £m
Company
Inmore than one year but
not more than two years - 45 - 45 7 - 3 10
In more than two years but
not more than five years 130 598 10 738 7 43 2 128
In more than five vears 1,499 - - 1,499 1,497 - - 1,497
1,629 643 10 2,282 1,575 48 12 1,635
In one year or less, or on demand 3 243 - 248 155 1,374 - 1,529
1,632 886 10 2,528 1,730 1,422 12 3,164
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Group Compary
2003 2002 2007 2002
17 Creditors -~ amounts falling due after more than one year — continued £m em £m £m
Bank loans
Repayable otherwise than by instalments within five years 648 1,066 643 1,054
l_ess: amounts falling due within cne year 5 1,016 - 1,006
Amounts falling due after more than one year 643 50 643 48
The Group had the following uncrawn committed borrowing facilities at 3¢ September:
2003 2002
£m £m
Expiry date:
In cne year or less - 1,014
In mere than twe years but not more than five years 987 -
987 1,014

18

Financial Instruments

A discussion of the Group's objectives, policies and strategies with regard to financial instruments can be found in the financial review cn page 27.
Short-term debtors and creditors arising directly from the Group's operaticns are excluded from the following disclosures, as permitted by FRS 13.

(a) Interest rate and currency of financial liabilities

Fixed rate borrowings

Weighted Weighted
Other average average time
Defered Finance financial Fixed rate Fioating rate Total gross. interest for which
consiceration leases liabilties Dborrawings bormowings borrowings rate rate is fixed
£m €m £mn £m £m £m % Years

30 September 2003
Sterling 11 2 15 60 16 76 7.0 38
US dollar 23 27 - 733 303 1,036 4.6 28
Euro 4 20 8 428 278 706 41 21
Japanese Yen - 3 2 128 84 210 18 a8
Other currencies 6 5 5 308 111 419 3.5 1.2
44 66 30 1,655 792 2,447 4.1 2.2

30 Septembber 2002

Sterling 11 3 10 345 46 391 7.1 6.7
US dollar 29 28 - 784 376 1,160 8.2 3.9
Eure 1 19 5 560 202 762 49 1.8
Japanese Yen - 4 - 117 36 153 22 1.3
Other currencies 5 4 9] 311 244 555 3.3 1.3
117 58 21 2,117 904 3,021 5.1 3.1

Floating rate borrowings bear interest at rates linked to LUBOR or its foreign equivalents,
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18 Financial Instruments — continued
{b) Interest rate and currency of financial assets

2003 2002

Cash, net Other financial Cash, net  Other financial

of overdrafts assals of overdrafts assels

£m £m £m £m

Sterling a9 - a7 _
US dottar ' 12 13 51 10
Euro 33 7 125 3
Japanese Yen 23 - 29 -
Cther currencies 48 3 85 -
205 23 377 13

Overdrafts principally arise as a result of uncleared transactions and accordingly have been netted off against cash balances in the above
disclosure. Interest on short-term deposits and bank overdrafts is at the relevant money market rates. Other financial assets do net bear interest,

(c) Foreign currency risk

After taking into account the effects of forward foreign exchange contracts and cross currency swaps, the Group has no significant currency
exposures generating gains or losses that would be recognised in the profit and loss account.

(d} Fair values of financial instruments

2003 2002
Boak yalua Fair valua Book valus Fair value
£m £m £m £m

Financial instruments held or issued to finance the Group’s operations:
Bank loans 648 648 1,066 1,068
Bonds 1,200 1,270 1,285 1,293
Loan notes 616 696 714 762
Obligations under finance leases 66 66 58 58
Deferred consideration 44 44 17 117
Cash at bank and in hand (303) (303) {4086) {408)
Bank overdrafts 98 98 29 29

2,369 2,519 2,863 2,918

Financial instruments held to manage the interest rate and currency profile:

Interest rate swaps - 89 - 87}
Cross currency swaps {17) 17 44} 49
(17 {106) {44) {116)

Fair values of debtors and creditors due after more than one year are not significantly different from their book values.
() Interest rate risk hedging

in respect of the net unrecognised profits under interest rate swaps of £89 milicn at 30 Septemper 2003 (2002: profits of £67 milion), it was
anticipated at that point in time that a net inceme of £nil (2002: income of £1 millicn received in 2003) would arise in the following year,
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Irsarance,

pensions and
other post Legal and
amployment Onerous other
benefits contracts claims  Environmental Total
19 Provisions for liahilities and charges Sm om £m om £m
At 1 October 2002 252 65 103 " 431
Arising from acquisitions 26 19 - - 45
Expenditure in the year (13) (29) ) - {46)
Charged to profit and loss account 17 - - - 17
Cradited to profit and loss account N (23] 1) - %)
Reclassified 2 4 (6) - (12)
Currency adjustment - 1 (1) - -
Al 30 Seplember 2003 279 48 o1 ikl 429

20

Insurance, pensions and other post-employment benefits relate to the costs of self-funded pension and insurance schemes or statutory retirement
benefits and are essentially long-term in nature. Onerous contracts represent the liabifities in respect of leases on non-utilised properties and other
contracts. The duration of these contracts ranges from 1 to 16 years, Legal and other claims relate principally to provisions for the cost of ltigation
and sundry cther claims. The timing of the seftlement of these claims is uncertain. Environmental provisions are in respect of liabilities relating to
the Group's responsibility for maintaining its operating sites in accordance with statutory requirements and the Group's aim to have a low impact

on the environment,

Called up share capital

2003 2002
Number £m Number £rm

Authorised:

— Ordinary shares of 10p each 3,000,0190,000 300 3,000,010,000 ot

— Redeemable preference shares of £1 each 49,998 - 49,098 -

Allotted and fully paid:

~ Ordinary shares of 10p each 2,168,576,003 217 2,233,661,858 223

Number of sharss
Ordinary shares of 10p each allotted as at 1 October 2002

Crdinary shares allotted during the year:
- on exercise of share options

2,233,661,858

6,251,130
— Cormmitment Plan 1,029,105
Rspurchase of ordinary share capitat {71,366,000)
Ordinary shares of 10p each allotied as at 30 Septermber 2003 2,169,576,093

During the year the Company purchased for cancellation 71,366,000 ordinary shares for a total consideration of £233m, including £2m of costs,

of which £211m was paid, as at 30 September 2003.
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20 Called up share capital - continued

Share option schemes

At 30 Septermnber 2003 employees held options for a total of 132,513,002 ordinary shares of 10 pence each in Compass Group PLC under all of the
Group’s share opticn schemes. Under the Company's employee share oplion schemes for directors and senicr execulives at 3C September 2003,

employees held options for 103,141,427 ordinary shares of 10 pence each as follows:

Number of shares

162,019
41,546
69,244

139,870

183,500

367 000

2,838,112
146,800
226,118

5,941,896

242220

332,370
69,244

8,084,872

3,353,463

789,378
13,849

367,917

160,616

21,122,084
772,500
14,651,650
15,758,400
5,443,459
21,863,400

Opticn price per share {pence)
79.50*
179.42
310.29
314.98
180.90*
195.80°
179.207
176.30"
324.91
348.80°
354207
338.27
444,78
312.807
316.10*
391.70
431.40
394.00*
£13.00
371.680"
524.50
430.00
422.00
202,30
320.00

Exercisable

28 April 1997 — 27 Agpril 2004
16 December 1997 - 15 December 2004

1 July 1999 - 30 June 2006

10 December 1998 — 09 December 2006
22 January 2000 - 21 January 2004

17 February 2000 - 16 February 2004

16 May 2000 -- 15 May 2004

22 September 2000 - 21 September 2004
17 December 2000 - 16 December 2007
19 June 2001 - 18 June 2005

18 July 2001 =17 July 2005

11 December 2001 - 10 December 2008
17 June 2002 - 18 June 2009

16 Septernber 2002 - 15 September 2009
29 September 2002 - 28 September 2009
25 November 2002 — 24 Novermber 2009
22 December 2002 ~ 21 December 2009
3 February 2003 - 2 February 2010

8 February 2003 — 7 Febnuary 2007

13 September 2003 - 12 September 2010
28 May 2004 - 27 May 2011

19 September 2004 - 18 September 2011
23 May 2005 - 22 May 2012

30 Septermnber 2005 - 29 September 2012
28 May 2006 - 27 May 2013

On 28 May 2003, 21,866,900 cptions were granted to acquire shares under the Company's share option scheme at the market price of 320 pence.

On 4 December 2002, 1,340,100 options were granted under the Compass Group Management Share Option Plan at the markst price of
313.75 pence. Al 30 September 2003, employees held options as follows:

Number of shares

QOption price per share {pence)

1.340,1C0
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21

Under the Company's SAYE option schemes at 3C September 2003, employees held options for 28,031,475 ordinary shares of 10 pence each

as follows:

Number of shares

QOption price per share {pence)

1,574,078 294.00"

202,216 360.007
3,220,320 436.00
693,854 436.00
3,802,147 418.C0
89,493 410.00
3,086,787 336.00
1,522,099 336.C0
4,553,767 337.90
3,706,342 290.20
1,388,929 290,20
3,384,439 290.20
117,204 280.20

Exercisable

1 October 2004 - 31 March 2005

1 April 2005 — 30 September 2006

1 September 2004 - 28 February 2009
1 September 2004 - 28 February 2007
1 September 2004

28 February 2005

1 September 2005 - 28 Fabruary 2010
1 Septernber 2005 — 28 February 2008
1 September 2005

1 September 2006 - 28 February 2011
1 September 2006 - 28 February 2009
1 September 2006

28 February 2007

* Opticns granted over crdinary shares in Compass Group Holdings PLC (formerly Compass Group PLC). Under its articles of association, any
Compass Group Holdings PLC ordinary shares which are issued on exercise are autcmatically transferred to the Company in consideration for
the issue of Cornpass Group PLC ordinary shares on the basis of 1.835 for each Compass Group Holdings PLC share, Numbers and prices

given are relative to Compass Group PLC shares.

An analysis of options held by directors at 30 Septernber 2003 is set out in the Remuneration Committes’s Report on pages 34 to 39,

Comsolicated profit and ioss actount

Share Capital Bafore

premium redemption Merger goodwill Goodwill

acgount resenve reserve written off written off Totai
Reserves £m £m £m £m £m £m
Group
At 1 Octaber 2002 68 - 4170 497 {2,132) (1,635)
Foreign exchange reserve movements - - - (32) - (32}
Premium on ordinary shares issued, net of expenses 16 - - - - -
Repurchase and cancellation of shares - 7 - (233) - (233)
Ralainad profit for the year - - - 1 - 1
At 30 September 2003 84 7 4170 233 (2,132} {1,899)

Goodwill written off represents the excess of the consideration for the operations acquired prior o 1 October 1998 over the fair value of the net
assets acquired. The goodwill has been written off to profit and loss reserve on consolidation,

Share Capital Profit

prRmLm rademption and loss

account reserve account

£m £m £m

Company

At 1 October 2002 68 - 486
Premiurm on ordinary shares issued, net of expenses 16 - -
Repurchase and cancellation of shares - 7 (233)
Retained profit for the year - - 222
Al 30 September 2003 a4 7 475
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23

Acquisitions

Businesses acquired during the vear are shown below.

Adjustments have been made to reflect the provisional fair value of assets and liabilities acquired as follows:

Accounting Fair value
Caonsideration Net asgets Fair value palicy of agsets
and costs acquired adjustments raglignment acquired Goodwil
Dates £ £m £m £m £m £m
Cnama 31 December 2002 87 (Y] {6) {10) {(20) 107
Millies Cookies 2 June 2003 24 2 (2) (2 (2 26
Seiyo Foods (minority interests) 1 October to 18 Octeber 2002 45 35 - - 35 10
Other 84 14 {10) - 4 60
Total acquisitions in the year 220 47 (18) (12 17 203
Adjustments to pricr periods:
Deferred consideration payable 1 - - - - 1
Adiustmenits to net assets acquired - 2 7 - 9 (9}
1 2 7 - 9 @)
221 49 (11) (12) 26 195
Accounting
Net assets Fair value policy Falr value
acquired adjustments realignrnent to the Group
m £m £m £m
intargitle fixed assets @ - ) -
Tangible fixed assets 32 - - 32
Stocks 7 6) - 1
Debtors 136 (25) 8 119
Cash 19 - - 19
Loans and overdrafts {(47) - - {47
Leases - - {12) 12
Creditors (125) (53] 1 (130)
Provisions (23) (22} - (45)
Tax (1} 30 - 29
Minority interests 42 18 - 60
49 (11) (12) 26

All acquisitions were accounted for under the acquisitions method of accounting.

Falir value adjustments principally relate to asset valuation adjustments, recognising pension commitments and other liabilities not oreviously recerded.
Adjustments made 1o the fair value of assets of businesses acquired in 2003 are provisional owing 1o the short peviod of ownership.

Adjustments to prior year acquisitions relate to the restatement of the values of assets and liabilities in the light of knowledge arising from a more
extended period of ownership and additional consideration and costs, all in respect of acquisitions made during the year ended 30 September 2002,

There was no material difference between operating profits asising from acquisitions and cash flows contributed by these acouisitions.

Pensions

Pension schemes operated

The Group operates a number of pension arrangements throughout the world which have been developed in accordance with statutory

requirements and local customs and practices. The majority of schemes are self administered and the schemes' assets are held independantly
of the Group’s finances. Pension costs are assessed in accordance with the advice of independent, professionally qualified actuaries.

UK Schemes

Within the UK there are two main arrangements:
() Compass Group Final Salary Pansion Plan

(i) Compass Pension Scheme

A third arrangement, the Compass Retirement Income Savings Plan (CRISP} was launched on 1 February 2003, This is the main vehicke for pension
provision for new joiners in the UK but existing mermioers of the two plans mentioned above will continue 1o accrue benefits under those

arrangements. CRISP is a contracted-in money purchase arrangement whereby the Group will match employee contributions up to 6%

of pay (minimum 3%).

The Cornpass Greup Final Salary Pension Plan and the Compass Pension Scheme are defined bensfit arrangements operated on a prefunded basis.
The funding policy is to contribute such variable amounts, on the advice of the Actuary, as achieves a 100% funding level on a projected salary basis.
The actuarial assessments covering expense and contributions are carried out by independent qualified actuaries.
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23 Pensiohs - continued

Tne Compass Pension Scheme was set up frorm 1 February 2001 to mirror the Granada Pension Scheme and accept the seamless transfer of
pension rights for the former Granada Compass plc employees who transferred to Compass Group PLO. All acorued rights in respect of the
Granacda Pension Scheme of and in respect of the employees and former employees (including pensioners; of, or who are aftributed to, the
hospitality businesses previously owned by Granada Compass plc wera transferred to the Compass Pansion Scheme together with an agreed
share of all the assets of the Granada Pension Scheme under the terms of a specific agreement. The snare of assets was determined on a ‘share
of fund’ basis, whereby the assets transferred were in the same proportion of all the relevant assets of the Granada Pension Scheme as the
liabilities fransierrad to the Compass Pension Scheme bear to the whole of the relevant Yiabilities of the Granada Pension Scheme. This has been
calculated as approximately 30% but is subject to the final agreement between the actuaries of the regpective Schemes and to all applicable legal
and Inland Bevenue reguirements being met. An intetim transfer was made at the end of October 2001 and a further payment in June 2003.

The final transfer adjustment is not finalised. Any balancing amount is expected to be small and positive.

Overseas Schemes

In the USA the main plan is a defined benefit plan. The funding policy, in accordance with government guidelines, is to contribute such variable
amounts, on the advice of the actuary, as achieves a 100% funding level on a projected salary basis.

in Denmark, the Netherlands and Ireland the Group operates insured defined benefit pensicn plans where the Group contributions represent the
insurance companies’ assessment of the annual cost of the benefits earned in that year. In Switzerland the Group participates in funded defined

benefit arangements.
In other countries the Group employees participate primarity in state arrangements to which the Group makes the appropriate contributions.
Regular pension costs - SSAP24,

The pension cost of these plans for the year was £60 million (2002: £50 million) of which £39 million (2002; £25 miliion) refates to overseas plans.

Of the totad cost of £60 million, 243 rillion {2002: £40 milion) relates to defined benefit schermes and £17 million (2002: £10 million) refates to
defined contribution schemes.

The pension cost of the Compass Group Final Salary Pension Plan (the Plan) for the year to 30 September 2003 has been assessed in accordance
with the advice of professionally qualified consuiting actuaries based in the UK on an actuarial valuation at 6 April 2001, This was made using the

projected unit method. The pension cost of the Compass Pension Scheme {the Scheme) for the vear to 30 September 2003 has been similarly
assessed based on an actuarial valuation at 31 December 2C01.,

The most significant actuarial assumptions adopted for determining pension costs and contributions were as follows:

) Rate of return on investments 6.5% per annum
(i) Rate of increase in pansionable pay 4.0% per apnum
(i) Rate of increase in pension 3.0% per annum

The asset valuation method used was the market value approach.

The market value of the Plan's assets was £157 miilion as at 8 April 2001. The results of the valuation on the above basis showed that the value of
the assets at 8 April 2001 represented 99% of the value of the accrued benefits after allowing for expected future increases in pensionable pay and

pensions. Payments to the Plan in the year total £11 millien more than the profit and loss pension cost, conseauently, this amount is included within
prepayments. The total prepayment is £14 million {2002: £3 million).

The market value of the Scheme's assets as at 31 December 2001 was £447 million. The results of the valuation on the above basis showed that
the value of the assets represented 112% of the value of the accrued benefits at 31 Decernber 2001 after allowing for expected future increases in

pensionable pay and pensicns. Payments to the Scheme total £4 millien more than the profit and loss pensicn cost which has been charged
against provisions for liabilities and charges.

There have been no material changes to the pension arrangements since the valuation and review dates although beth the Plan and Scheme are
effectively closed to new entrants. The assets are held in separate furds administered by frustees and are independent of the Group’s finances.

The assets in the US Group final salary pension plan had a market value of $88 million as at 1 January 2003 representing 83% of the accrued
banefits under the scheme, after allowing for expected future increases in pensionable pay and pensions in the course of payment.

The most significant assumptions used for the US Group fingl salary pension plan were:

i Expected rate of raturn on agsets 8.5% per annum
(il Rate of increase in pensionable salaries 4.0% per annum
iy Discount rate 6.0% per anhum

At the balance sheet date cutstanding employer and employee contributions for all schemes amount to £1C million and £1 milion respectively.
Unfunded Pension Liabiities

Unfunded pension liabilities have accrued for a total of 43 individuals, The total value of the unfunded liabilities at 30 September 2003 was
£20 million (2002 : £17 million) which has been provided for in full,
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Pensions - continued

FRS17 disclosures

On 30 Novernber 2000, the Accounting Standards Board introduced a new standard, FRS 17 “Retirement Benefits”, replacing SSAP 24
*Accounting for Pension Costs®. Additional disclosures in respect of the Group's defined benafit pension schemes are required under the transiticnal
provigions of FRS 17. They provide information which will be necessary for full implementation of FRS 17 in the year ending 30 September 2006.

Disclosures showing the assets and liabilities of the schemes are set out below. These have been calculated on the following assumptions:

UK schemes US schemes Other schemes

ar30 A130 AL30 A3 AL3D AL30

September September September September September September

2003 2002 2003 2002 2003 2002

Rate of increase in salaries 3.3% 2.5% 4.0% 4.0% 3.0% 3.0%
Rate of increase for pensions in payment/deferred pensions 3.0%/2.8%" 3.0% 0.2% 0.2% 0.9% 1.0%
Discount rate 5.9% 5.9% 6.5% 6.8% 5.0% 5.1%
Inflation assurnpliion 2.8% 2.4% 2.0% 2.0% 1.9% 2.0%

Varies according to the benefit structure.

The assets and liabilities of the major schemes operated by the Group and the effect that adoption of FRS 17 would have had on the Group's profit

and loss reserves are shown below:

UK schemes. US schemes Other schemes Total schemes.
Long-term Long-term Long-term Long-term

30 September 2003 mm:;pidmﬁ £m lat:;iprzc‘lfnq- Bm  retwoh ?;lfr: tm e ;f?;:ﬁ fun

Equities 6.5% 405 8.0% 38 7.2% 29 6.7% 472

Bonds 5.0% 198 5.7% 18 3.8% 38 4.9% 254

Other assets 0.0% 3 2.6% 1 2.4% 42 2.2% 46

Market value 606 57 109 772
Liakiities {828) {130) {180) {1,138}
Deficit (222) (73) (71} (366)

Deferred tax asset 67 26 26 118
Net FRS 17 tiability {155) a7 (45) (247}
Net FRS 17 liability (247)
Reverse existing provisions/assets net of deferred tax 182
Reverse existing SSAP 24 prepayrent for Group pension schemes (14)
Net adjustment which would result from the adoption of FRS 17 {79)
Profit and loss reserve as reported {1,899)
Profit and loss reserve on a FRS 17 basis {1,978)
UK schemes US schemas Other schernes Totat schemes

Long-tarm Long-term Long-term Long-term

30 September 2002 rarea:;)rz‘:bﬁ £m ratee:m;:?’g £m ralee;free;sig £m rateg;mﬁ:eni £m
Equities 6.5% 335 7.8% 38 71% 24 8.7% 397
Bonds 5.0% 186 5.3% 18 3.9% 12 5.0% 216
Other assets 0.0% 14 1.8% 2 3.3% 29 2.2% 45
Market value 535 58 65 858
Liabilities (730} (131) (85) {246)
Deficit (195} (73) 20 (288)

Deferred tax asset 58 26 7 91
Net FRS 17 ligbility (137) (47} (13) (197}
Net FRS 17 liability (197)
Reverse existing previsions/assets net of deferred tax 150
Reverse existing SSAP 24 prepayment for Group pension schemes @
Net adjustment which would result from the adoption of FRS 17 {50
Profit and loss reserve as reported {1,635)
Profit and loss reserve on a FRS 17 basis (1,685)
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Pensions - continued

The FRS 17 liakility nas increased during the year ended 30 September 2003 as set cut below:

£m

As at 1 Qctober 2002 {288
Acquisitions (20}
Current senvice costs {36)
Curtailment credit 3
Coentributions paid 46
Past service costs 1)
Other financial costs (18)
Actuarial losses (50)
Exchange rate losses 2
As at 30 September 2003 (366)

Had the Group adopted FRS 17 early, the following amounts would have been included in the profit and loss account:

Currant service cost (36) (34
Past service cost (1) (1)
Curtafiment credit 3 9
Total which would have been charged to total operating profit under FRS 17 134) {26)
Expected return on scheme assels a9 A4
Interest cost/(discount) on scheme liabilities (57) (52)
Net amount which would have heen included as other financial costs under FRS 17 (18 8
Total which would have bean charged to profit before taxation 52) (34)
2003 2002

% of scheme % of scharme

In addition, the following amounts would have been recognised in the statement of
total recognised gains and losses:

Difference between actual and expected return on scheme assets

£m  assets/{liabilities)

£m  assels/(fabillies)

47 6.1 (147) (22.4)
Experience losses cn scheme fiabilities (29) (2.5) {4 (4.9)
Changes in assumpticns (68} (6.0) 17 (12.5)
Actuarial losses (50} 77
Exchange rate (losses)/gains (2) 5
{(52) {72)
Contingent liabilities 203: Qogri
Group
Performance bonds and guarantees of indemnities and overdrafis of subsidiary and associated undertakings 170 138
. . 2003 2002
Capital commitments gm £m
Group
Contracted for but not provided for 21 a3
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26 Operating lease and concessions commitments

The Group was comimitied to making the following payments during the next year in respect of operating leases and concessions agreements:

2003 2002
Cperating leases Operating leases
Other Other
Land and Cthar occupancy Land and Other ocCupancy
buiidings assals rentals buildings assels rentals
£m £m £m £m £m £m
Commitments which expire:

Within one year 12 22 19 10 3 15
Between two and five years 31 22 52 20 21 46
In more than five years 25 4 35 47 - 20
68 48 106 77 24 81
X 1909 2000 2001 2000 2005
27 Five year summary £m £m £ £m £m

Excluding exceptional items and goodwill amortisation
Turnover 4,815 5770 8,716 10,617 11,286
Total operating profit 253 356 876 805 797
Profit on ordinary activities before taxation 185 278 583 654 661
Profit an ardinary activities after taxation 133 209 456 479 432
1999 2000 2001 2000 2002
pence pence pence pence pance
Basic earnings per ordinary share 9.3 13.3 19.8 20.5 208
1999 2000 2001 2002 2003
£m £m £m £m £m

After exceptional items and goodwill amortisation
Turnaver

4,815 5770 8,716 10,617 11,286
Tota! operating profit

250 309 347 533 521

Profit on ordinary activities before taxation 182 231 254 382 358
Profit on ordinary activities after taxation 130 165 162 244 215
1999 2000 2001 2002 2003

pence pence pence pence pence

Basic earnings per ordinary share 9.1 10.4 6.6 10.0 8.3
1999 2000 2001 2002 2003

pence pence pence pence pence

Net dividends per share 3.1 3.3 57 71 84

Earnings per share and dividends per share have been restated as if the post-demerger capital structure of Compass Group PLG had existed
throughout the five-year period.

* Buring 2000 Compass Group Holdings PLC {formerly Compass Group PLC) paid an interim dividend of 1.1 pence per share (as restated) and
the hospitality businesses declared a £121 million final dividend payable to Granada Gompass plc in arder for it to meat its dividend obligations.,

A pro forma final dividend for 2000 of 2.2 pance per share has been included above reflecting Compass Group's policy to have a final dividend
representing approximately two thirds of its total annual dividend,
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28 Detalls of principal subsidiary companies

Country of registration or incorporation

Principal activitios

England and Wales

Compass Group, UK & freland Ltd.
Compass Conftract Services (UK} Lid.
Moto Hosgpitality Ltd.

Letheby & Christopher Lid.

Select Service Partner Lid.

Scolarest Lid.

Selecta UK Lid.

Compass Group Holdings PLC
Hospitality Holdings [td.

Holding company for the provision of foodservice in the UK

Trading cormpany for the provision of foodservice in the UK

Trading company for the UK motorway service area business

Trading company for the UK sports and events foodservice business

Trading company for the UK travel, leisure and concessions business

Trading company for the provision of focdservices to the UK education market
Trading company for the provision of vending foodservice in the UK

Holding company and corperate activities

Intermediate holding company

Continental Europe and the Rest of the World
Compass Group France SAS, France

Eurest France SA

Compass Group Deutschiand GmbH, Germany
Furest Deutschland GmbH, Germany
Cormpass Group Holdings Spain, S.L.

Eurest S.A., Spain

Eurest Colectividades S.A., Spain

Compass Group Nederland Holdings BY
Compass Group Nederland BV

Selecta Group AG, Switzerland

Selecta AG, Switzerland

Selecta SA, France

Rail Gourmet AG, Switzerand

Onama S.p.A. (60%)
Restorama AG, Switzerland
Compass Group [nternational BV, the Netherlands

Compass Group Holdings Japan K.K. {(80%)
Seiyc Food Systems Inc., Japan (79.4%)
USA

Compass Holdings, Inc.

Compass Group USA, Inc.

Marrison Management Specialists, Inc.
Crothall Services Group

Flik International Comp.

The Patina Group LLC

Bon Appétit Management Co.
Restaurant Associates Corp.

Halding company for the provision of foodsenice in France

Trading company for the provision of foocdservice in France

Holding cormpany for the provision of focdservice in Germany

Trading company for the provision of foodservice in Germany

Holding cornpany for the provision of foodservice in Spain

Trading company for the in-flight foodservice business in Spain

Trading company for the provision of foodsenice in Spain

Holding company for the provisicn of foodservice in the Netherands
Trading company for the provision of foodservice in the Netherlands
Holding company for the provision of vending foodservice in Continental Zurope
Trading company for the provision of vending foodservice in Switzerland
Trading company for the provision of vending foodservice in France

Holding company for the provision of on board rail foodservice in Continental Eurcpe
and the UK

Tradirg company for the provision of focdservice in ftaly
Trading company for the provision of foodservice in Switzerland

Holding and financing company for the Group's operations in Centinental Eurcpe and
the rest of the world

Holding company for the provision of foodservice in Japan
Trading company for the provision of foodservice in Japan

Helding company for the provision of foodservice in the USA
Trading cormpany for the provisicn of foodservice in the USA
Trading company for the provigion of foodservice to the USA healthcare markeat

Trading company for the provision of facliities management services to the USA
healthcare market.

Trading company for the provision of executive fine dining facilities in the USA
Trading cormpany for the provision of executive fine dining facilities in the USA
Trading company for the provisicn of foodservice in the USA

Trading company for the provision of executive fine dining facilities in the USA

Al companies listeci above are wholly owned by the Group, except where otherwise indicated,

Particulars of certain subsidiary companies, ncne of which is material to the financial statements, are omitted and a complete list will be attached
to the forthcoming annual return. All interests are in the ordinary share capital.

All companies operate principally in their country of incorporation.
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LS Dollar and Euro Consolidated Profit and Loss Account

under UK Accounting Principles
for the year ended 30 Septermber 2003

Before

Before

goodwil Goodwil goocwil Gootiwil
amartisation armartisation atmortisation amactisatian
and exceptional  and exceptional Total and exceptional  and exceptional Total
items items 2003 2002 items items 2003 2002
Compass Groun PLC B $m Sm $m £m €m &m &
Turnover
Corfinuing operations 18,137 - 18,137 17,013 15,624 - 15,624 14,656
Acquisitions 465 - 465 - 401 - a4 -
18,602 - 18,602 17,013 16,025 - 16,025 14,656
Discontinued activities 133 - 133 611 114 - 114 526
Total turnover 18,735 - 18,735 17,624 16,139 - 16,139 15,182
Onperating costs {17,437} 458) (17,895) (18,759) (15,021) (395) (15416) (14.437)
Operating profit
Continuing operations 1,258 (4406) 812 691 1,084 {385) 699 595
Acquisttions 13 (12) 1 - 11 {10) 1 -
1,271 (458) 813 691 1,005 (395) 700 565
Discontinued activities 27 - 27 174 23 - 23 150
1,298 {458) 840 865 1,118 (395) 723 745
Share of profits of associated undertakings
Continuing operations 25 - 25 20 21 - 2 i7
Total operating profit: Group and share
of associated undertakings 1,323 {458) 865 885 1,139 (395} 744 762
Loss on disposal of business - {45) {45) - - (38) (38) -
Interest recelvable and similar income 26 - 26 30 23 - 23 26
Interast payable and similar charges (252) - (252) (281) (217} - (217) (242)
MNet interest (226) - (226) (251} (194) - (194) (216)
Profit on ordinary activities before taxation 1,007 (503) 594 634 945 433) 512 548
Taud on profit on ordinary activities (281) 43 1238) {229) (242) 37 {205) (197)
Profit on ordinary activities after taxation 816 (460) 356 405 703 {396) 307 349
Equity minority interests (51} - (51) {36) {44) - (44} (32)
Profit for the financial year 765 (460) 305 369 659 (396) 263 317
Equity dividends {304} - (304) (264) (262) - (262) (227}
Profit for the year retained 461 (460) 1 105 397 (396) 1 Q0

The exchange rates used to translate the above figures are those ruling at the 2003 balance sheet date (£1 = $1.66 = €1.43).
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US Dollar and Eure Consolidated Balance Sheet

under UK Accounting Principles
as at 30 September 2003

2003 2002 2003 2002
Gompass Group PLC $m B <m &m
Fixed assets
intangicle assets 7,364 7,506 6,243 6,407
Tangible assets 2,878 3,933 2,480 3,388
Investments 121 168 104 144
10,363 11,607 8,927 9,099

Current assets
Stocks 380 325 327 280
Debtors: amounts falling dug within cne year 2,540 2,089 2,188 1,799

amounts falling due afier more than one year 513 436 443 419
Businesses held for resale - 58 - 50
investments - 5 - 4
Cash at bank and in hand 503 674 433 581

3,936 3,837 3,391 3,133

Greditors: amounts falling due within one year (5,134) (6,424) {a,423) (5,534)
Net current liabilities (1,198) (2,787) (1,032} (2,401)
Total assets less current liabilities 9,165 8,820 7,895 7,598
Creditors: amounts falling due after more than cne year {4,079) {3,244) (3,514) (2,794)
Provisions for liabilities and charges (712} (716} 613) B17)
Equity minority interests (93) (161) (80) {139
Net assets 4,281 4,699 3,688 4,048
Capital and reserves
Called up share capital 360 370 310 319
Shares to be issyed - 2! - 7
Share premium account 139 113 120 97
Capital redemption reserve 12 - 10 -
Merger reserve 6,922 6,922 5,963 5,063
Profit and loss account (3,152) 2,714) (2,715) (2,338)
Total equity shareholders’ funds 4,281 4,699 3,688 4,048

The exchange rates used to translate the above figures are those ruling at the 2003 balance sheet date (£1 = $1.66 = €1.43).
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Notice of Annual General Mesting

Noticeis hereby given that the third Annual General Mesting of
Compass Group PLC will ke held in the Fieming Room at the Queen
Elizabeth | Conference Centre, Broad Sanctuary, Westminster, Londen

SW1P 3EE on Monday 16 February 2004 at 11.00am in order to transact
the following business:

Routine business

Resolution 1 Toreceive and adopt the financial statements of the Company

for the financial year ended 30 September 2003 and the reports of the
directeors and auditors therecn,

Resolution 2 To approve the Remuneration Committee’s Report for the
financial year ended 30 September 2003.

Resolution 3 To declare afinal dividend on the Company’s ordinary shares
for the financial year ended 30 September 2003.

Resolution 4 To re-elect Michael J Bailey as a director.

Resolution 5 Tore-glect Denis P Cassidy as a director
(seenote (v)onpage 73).

Resolution 8 Tore-elect Sir Francis H Mackay as a director.
Resolution 7 Tore-appoint Deloitte & Touche LLP as auditors.

Resolution 8 To authorise the directors to determine the
auditors’ remuneration.

Special business To consider and if thought fit pass the following
Resolutions of which Resolutions 9 and 10 will be proposed as
Ordinary Resolutions and Resolutions 11 and 12 will be proposed as
Special Resofuticns:

Resolution 9 "That the Company and any company which is or bacomes a
subsidiary of the Company during the period to which this resolution relates
be and is hereby authorised to:

iy make donations to EU political organisations and

(i incur EU political expenditure

during the pericd commencing cn the date of this Resolution and ending on
the date of the Company’s next Annual General Megting provided that any
such donations and expenditure made by the Company together with those
made by any subsidiary company while it is a subsidiary of the Company
shall not excead in aggregate £125,000 during that period, Forthe
purposes of this Resolution, the terms “donations”, "EU political
organisations” and “EU political expenditure” shall have the meanings given
to themin section 347A of the Companies Act 1985 (as amended by the
Political Parties, Elections and Referendums Act 2000).”

Resolution 10 *That the rules of the Compass Group UK Savings-Related
Share Option Schemes, the Compass Group PLC International Sharesave
Scheme, the Compass Group Share Option Plan, the Compass Group
Management Share Option Plan and the Compass Group Long-Term
Incentive Pian, the amended draft rules of winich are produced to this
mesting and signed by the Chairman for the purpeses of identification, be
amended in the manner described in the Directors’ Report on page 31 to
enable options and awards to be satisfied using treasury shares and that
the directors be authoriged to take all actions which they consider

necessary or expedient in connection with the implementation of the
amsndments.”
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Resolution 11 “That the directors be and are hereby generally empowered
pursuant to section 95 of the Companies Act 1985 te allot equity securities
fwithin the meaning of section 94(2) and section 94{3A) of that Act) for cash
pursuant to the authority conferred by the Crdinary Resolution passed as
Resolution 7 at the Annual General Meeting of the Company held on 15

February 2002 as if section 89(1) of that Act did not apply toany such
allotrment, This power

{a) shalibelimitedto:
(it theallotment of equity securities in connection with anissue to holders
of ordinary shares of 10 pence sach in the capital of the Company in
proportion (as nearty as may be) to their existing holdings of such
ordinary shares but subject to such exclusions or other arrangements
asthe directors may deem necessary or expedientin relation to
fractional entitiernents or any legal or practical problems under the laws
of any territary or the requiremeants of any ragulatory body or stack
exchange; and
the allotment (otherwise than pursuant to sub-paragraph (i} above)
of equity securities for cash up to an aggregate nominal amount of
£10.8 million consisting of 108 million ordinary shares of 10 pence each
in the capital of the Company; and
{b) shall expire at the conclusion of the next Annual General Meeting of the
Company or 15 May 2008 if earlier, save that the Company may make any
offer or agreement before the expiry of this power which would or might
require equity securities to be allotted after such expiry date and the
directors may allot equity securities in pursuaince of any such ofier or
agreement as if the power had not expired. This power applies in relation to
asale of shares which is an allotment of equity securities by virtues of section
94{3A) of the Companies Act 1985 asif in the first paragraph of this
resolution the words "pursuant to the authority conferred by the Ordinary
Resolution passed as Resolution 7 at the Annual General Meeting of the
Company held on 15 February 2002" wers omitted.”

0]

Resolution 12 “That the directors be and are hereby generally and
unconditionally authcrised, pursuant to Article 45 of the Company's Articles
of Association and in accordance with section 166 of the Cormpaniies Act
1985 to make market purchases (within the meaning of section 163 of that
Actiof ordinary shares of 10 pence eachinthe capital of the Company
subject to the following conditions:
i themaximum aggregate number of ordinary shares hereby authorised
to be purchased is 216,887,191 representing 10% of the Company’s
issued ordinary share capital as at 1 December 2003;
the minirnum price {exciusive of expenses) which may be paid for each
ordinary shareis 10 pence;
the maximum price {exclusive of expenses) which may be paid for each
ordinary share is an amount equal to 105% of the average of the middle
market quotations for an ordinary share as derived from the Londen
Steck Exchange Daily Cfficial List for the five business daysimmediatety
preceding the day on which the purchase is made;
without prejudice to paragraph () below, the authority hereby conferred
unless previously varied or revoked, shall expire at the conclusion of the
next Annual General Meeting of the Company or 15 August 2005,
whichever is the earfier; and
the Company may make a contract ar contracts to purchase ordinary
shares under the authority hereby conferred pricr to the expiry of such
autherity which will or may be executed wholly or partly after the expiry
of such authority and may make a purchase cf ordinary shares in
pursuance of any such contract cr ceniracts.”

By Order of the Board

Ronald M Morley

Company Secretary Registered Office:

31 December 2003 Compass House, Guildford Street,
Please rafer to the notes on page 73 Chertsey, Surrey K116 98Q
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Notes
(3 Amember entitled to attand and vote at the Annual General Meeting

{the "Meeting") may appaint a praxy or proxies to attend and {on a poll)
vote on hissher behalf, A proxy need not be a member of the Company.

(i} A form of proxy for use in relation to the Meeting is enclosed with this
report. To be effective the form of proxy must be completed in
accordance with the instructions set out therein and lodged at the
office of the Registrars of the Company by 11.00am cn Saturday
14 February 2004. Return of the form of proxy will not preclude a
member from attending the Meeting and voting in person,

It you are a user of the CREST system {including CREST Personal
Members), you may appaint your proxy or proxies by having an

appropriate CREST meassage transmitted. To appoint a proxy or to give

an instruction to a previously appeinted proxy via the CREST system,

the CREST message must be received by the issuer’s agent {ID RA10)

by 11.00am on Saturday 14 February 2004. Please note, however,
that proxy messages cannot be sent through CREST on weekends,
bank holidays or after 8.00pm on any other day. For the purpose of
this deadline, the time of receipt will be taken 16 ba the time (as
determined by the timestamp applied to the message by the CREST
Applications Host} from which the issuer’s agent is able to retrieve the
message. CREST Personal Members or other CREST sponsored
members, and those CREST Members who have appointed voting
service provider(s) should contact their CREST sponsor or voting
service provider(s) for assistance with appointing proxies via CREST,
For further information on CREST procedures, limitations and systemn
timings, please refer to the CREST Manual, We may treat as invalid a
proxy appointment sent by CREST in the circumstances set out in

Regulation 35(5)(a) of the Uncertified Securities Regulations 2001,
(iii

=

2001, the Company specifies that only those shareholders registered
in the Register of Members of the Company as at 6.00pm on
14 February 2004, or in the event that the Meeting is adjourned, in
the Register of Mermbers 48 hours before the time of any adjourned
meeting, shall be entitled to attend or vote at the Meeting in respect
of the number of shares registered in their name at the relevant time.
Changes to entries on the Register of Members after 6.00pm on
14 February 2004 or, in the event that the Meeting is adjourned, less
than 48 heurs before the time of any adjourned meeting, shall be
disregarded in determining the rights of any person te attend or vote
at the Meeting.

{iv) Brief biographical details of directors standing for re-election at the
Meeting are set out on pages 22 and 23,

() Inrelation to resolution 5, Denis P Cassidy will have attained the age
of 71 years at the date of the Meeting.

{v) Copies of the service contracts of the directors and the Register of
Directors’ Interests will be available for inspection during normal

business hours from the date of this notice until the date of the Meeting

{Saturdays, Sundays and public holidays excepted) at the registered
office of the Company and will aleo be made available at the Meeting
for & period of 15 minutes pricr to and during the continuance of

the Meeting.

{vii) The amended draft rules of the Compass Group UK Savings-Related
Share Option Scheme, the Compass Group PLC International
Sharesave Scheme, the Compass Group Share Option Plan,
the Compass Group Managemeant Share Option Plan and the
Compass Group Long-Term Incentive Plan will be available for
inspection during business hours from the date of dispatch of this
notice until the close of the 2004 Annual General Meeting at the
registered office of the Company and at the offices of Freshfields

Bruckhaus Deringer, 65 Fleet Street, London ECQ4Y 1HS, and will also

be made available at the Meeting for a period of 15 minutes prior to
and during the continuarce of the Meeting.

Pursuant to Regulation 41 of the Uncertificated Securities Regulations
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Shareholder Information

Number of

. Nurnber of Holcers. sharas held Shares hsid
Shareholder analysis holders % rilliens %
Type of holder:

Banks, nomines companies, pensicn funds and investment trusts 15,816 16.5 1.823 88.6
Individuals 79,023 82.3 154 7A
Insurance companies 88 0.1 17 0.8
Others 1,115 1.1 76 35
Total 96,043 100.0 2,170 100.0
Size of holding:

1-100 13,352 13.9 05 0.0
101 -200 14177 14.8 2.1 0.1
201 -500 22,964 239 77 0.4
501 -1,000 17,634 18.4 13.0 0.6
1,001 -2,000 13,850 14.4 19.9 0.9
2,001 -5,000 8,755 9.1 26.9 1.2
5,001 - 10,000 2,277 24 15,8 0.7
10,001 - 50,000 1,580 1.7 34.2 1.6
50,001 - 100,000 387 0.4 28.0 1.3
100,001 - 500,000 609 0.6 136.6 6.3
500,001 - 1,000,000 173 0.2 122.8 57
1,000,001 - 5,000,000 211 0.2 470.0 217
5,000,001 - 10,000,000 34 0.0 247.6 11.4
10,000,001 and above 40 0.0 1.044.5 48.1
Total 96,043 j00.0 2,169.6 100.0

Registrars and transfer office Al matters relating to the administration of
shareheldings should be directed to Capita Registrars, The Registry, 34
Beckenham Road, Beckenham, Kent BR3 4TU, telephone within the UK:
0870 152 3100 and from overseas: +44 20 8639 2157; e-mail;
ssd@capitaregistrars.com. Shareholders canaccess arange of online
services at www.capitaregistrars.com

Ametrican depositary receipts (ADRs) Ccmpass Group hasan ADR
programme. Each ADR is equivalent 1o one Compass Group ordinary share
and trades under the symbo! CMPGY, Further information can be obtained
from The Bank of New York, Invastor Relations, PO Box 11258, Church
Street Station, New York, NY 10286-1258, telephaone: within the US toll free
1-888 BNY-ADRS and from overseas +1 610312 5315, e-mail:

sharecwnersves@bankofny.com, and from websites: waww.adrbny.com
and www.stockbny.com

Share dealing service Compass Group has arranged with Hoare Govett
Limited an execution only, “Low Cost Postal Sharedealing Service™ which
enables UK resident investors to buy or sell small certificated holdings of
Compass Group shares in a simple and economic manner. Transactions
are executed and settled by Pershing Securities Limited and further details
can he obtained from Hoare Govett Limited, 250 Bishopsgate, London
EC2ZM 4AA, or by Service Helpline telephone 020 7661 6617.

Share price information The current share price of Compass Group
shares is available on Ceefax, Teletext, FTCityline (operated by the
Financial Times), telephone 0906 843 3250 and Compass Group’s
corporate website.

Individual Savings Accounts (ISAs) Compass Group has introduced
corporaie sponscred Mesd and Mini 1SAs. The 1SAs offer UK resident
shareholders a simple low-cost and tax efficient way to invest in the
Company’s shares. Full details togather with a form of application are
avaiiable from HSBC Trust Company (UK) Limited, Corporate Personal
Equity Plans & Individual Savings Accounts, 5th Flocr, City Plaza,

2 Pinfold Street, Sheffield S1 2CZ. Clent Liaison Department,
telephone 0114 252 9166 or fax 0114 252 8039.
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ShareGift ShareGilft is a charity share donaltion scheme for sharehclders
administered by the O Mackintosh Foundation. It is particularly useful for
these shareholders that may wish to dispose of 2 small quantity of shares
where the market value makes It uneconomic to sell on a commission
basis. Further information can be obtained at www.sharegift.org

Unsolicited mail Compass Group is legally cbliged to make its register of
mermbers available to the pubklic. As a consequence of this some
sharehclders might have received unsclicited mail. Shareholders wishing
to limit the ameunt of such mail should write to the Malling Preferences
Service ("MPS"), FREEPOST 22 London W1E 7EZ. MPS wili then notify

the bodies that support its service that you do not wish to receive
unsolicited rmail.

Registered office Compags Group PLC, Compass House, Guildford
Street, Chertsey, Surrey KT16 9BQ, United Kingdom, telephone
+44 (0)1932 573 000, fax +44 {0)1932 569 956

Capital gains tax information The capital gains tax base cost ratios for
the Company following its demerger from Granada Compass plc on 2
February 2001 were agreed with the Inland Revenue as follows:
Compass Group PLC 72.734%

Granada plc 27 .286%

Corporate website Information about the Company is also available at
WHWW.COMPASS-roup.com

Financial calendar
Annual General Meeting

18 February 2004
Half year results announcement May
Fullyear results announcement Decemnber
Dividend payments
Interim August
Final March




Corporate Offices

Corporate Office
Compass Group PLGC
Compass House

Guilcford Strest

Chertsey

Surrey KT16 9BQ

United Kingdom

Tel +44 (D}1932 573 000
Fax+44 (0)1932 569 956
WWW.COMPass-group.com

Compass Group PLC

(CE & ROW)}

89/91, rue du Faubourg St. Honoré
75008 Paris

France

Tel +33 {00 5527 2300

Fax+33 {0)1 5527 2399

United Kingdom Headquarters
Compass Group, UK & Ireland
Rivermead

Oxford Read

Cenham

Uxbridge

UB3 4BF

United Kingdom

Tel +44 (011895 554 554
Fax+44 (011895 554 556

North America Headquarters
Compass Group, North America
2400 Yorkmont Road

Charlotte

NC 28217

USA

Tel +1 704 329 4000
Fax+1704 329 4160
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end the paper used is 100% chicrine free woodpulp from sustainabla
forests, using thinnings and waste from the timber industry andi is totalty
recyclable and biodegradable. Our printers are fully accredited or in

the process of becoming actredited to the IS0 14001 environmental
management system. They utilise soya based inks and operate a direct
compiiter 1o plate repro system, eliminating the naed for film with its
chemicals such as developer and acid fixers.




Compass Group PLC
Compass House
Guildford Street
Chertsay

Surrey KT16 9BQ

United Kingdem

Tel +44 (0)1932 573 000
Fax-+44 (01932 569 956

www.compass-group.com




