Business
& Strategy

For the next year, we look forward to the
continuing strong performance of our
export business; renewed growth in the
US; a sustained recovery for Magners in
our C&C Brands business; and a stronger
performance in both Scotland and Ireland.
 R
 ead more in the Chairman’s Statement on page 8

...the Group’s long term strategy of strong
domestic brand geographic combinations
providing the foundation to participate
in international cider growth remains
unchanged.
 R
 ead more in the Group Chief Executive Officer’s Review
on page 10
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GLOBAL
OPPORTUNITY

Exporting
to over 60
markets
globally
Albania
Andorra
Australia
Austria
Azerbaijan
Bahamas
Bahrain
Belgium
Bermuda
Brazil
Bulgaria
British Virgin
Islands
Cambodia
Canada
Cayman Islands
China
Costa Rica
Cyprus
Czech Republic
Denmark
Estonia
Finland
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France
Germany
Ghana
Gibraltar
Greece
Hong Kong
Hungary
India
Israel
Italy
Japan
Latvia
Lithuania
Luxembourg
Malaysia
Malta
Netherlands
New Zealand
Norway
Philippines
Poland
Portugal
Puerto Rico

Qatar
Romania
Russia
Singapore
South Africa
South Korea
Spain
Sri Lanka
St. Lucia
St. Maarten
Sweden
Switzerland
Taiwan
Thailand
Trinidad & Tobago
Turkey
UAE
Ukraine
United Kingdom
US
US Virgin Islands
Vietnam

C&C GROUP PLC

ANNUAL REPORT 2016

BUSINESS & STRATEGY

05

MARKET
OPERATION
Ireland

Brands

Bulmers is ROI only.
Magners is NI only.

Distribution
Rights
Budweiser is NI only.

Scotland

Brands

Distribution
Rights

C&C
Brands
Brands

Distribution
Rights

North
America

Brands

Export

Brands
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IRISH CIDER BRANDS
Bulmers Original is a premium, traditional blend of Irish cider with
an authentic clean and refreshing taste.

BUSINESS & STRATEGY

Magners is a premium, traditional blend of Irish cider with a crisp,
refreshing flavour and a natural authentic character.

BEER BRANDS
Tennent’s Lager is brewed to the highest standards to create a
lager with a crisp taste and refreshingly clean finish. Tennent’s has
been made with pride in the heart of Glasgow since 1885, but is
famous far beyond its home city. Tennent’s Lager is Scotland’s
best-selling lager.

Also in the range are the Bulmers and Magners Forbidden flavours
range which includes Cloudy Lemon, Strawberry & Lime, Juicy
Pear and Berry.

Tennent’s Black T is brewed in Glasgow using finest natural
ingredients, including 100% Scottish barley. It is a golden lager
with a well-rounded flavour and a distinct smooth maltiness.

ENGLISH CIDER BRANDS
Gaymers is a clean, crisp, easy drinking medium cider made using
the finest English apples.

Caledonia Best is a modern, distinctive ale that is balanced, sweet
and smooth, with a malty roast flavour and a pleasant hoppy
bitterness.

Blackthorn is a West Country legend and one of the country’s
best known and widely drunk ciders due to its secret blend of
bittersweet English cider apples. The range includes Blackthorn
Gold, Blackthorn Dry and Black ‘n Black.

Heverlee is a premium Belgian Beer, which is endorsed by the
Abbey of the order of Prémontré, in the town of Heverlee in
Leuven.

Ye Olde English is a traditional medium dry cider made using a
unique blend of dessert and cider apples to deliver a deliciously
refreshing taste.
Addlestones is a naturally cloudy premium cider that is twice
fermented but never filtered to deliver its unique, smooth taste.
Chaplin & Cork’s is an award winning range of exquisite ciders
made using pure juice from the finest English cider apples. The
range includes Somerset Gold and Somerset Reserve.
K cider is a full strength, premium cider expertly pressed with a
unique blend of English cider apples to deliver a full bodied flavour
and rich golden colour.
Other English cider brands include Natch, Special VAT and
Taunton Traditional.
AMERICAN CIDER BRANDS
Woodchuck Hard Cider is a premium hard cider handcrafted in
Vermont, US from the highest quality ingredients while offering
an innovative range of ciders. Gumption is the newest style in
our Woodchuck family and pairs the fresh juice of common
eating apples with dry European bittersweet cider apples. The
bold packaging and active lifestyle delivers a new energy to the
Woodchuck brand family.
Wyder’s Hard Cider was formulated in 1987 by cider master Ian
Wyder and is now available throughout the central and western
United States.

Clonmel 1650, named after one of the most historic events in the
town of Clonmel, is a fine example of a pilsner style lager with a
slightly fruity estery nose and a subtle hoppy character.
Other beer brands include Tennent’s Beer aged with Whisky
Oak, Tennent’s Extra, Tennent’s Scotch Ale, Tennent’s 1885 and
Roundstone Irish Ale.
WINE AND SPIRIT BRANDS
The Group’s portfolio of wine and spirit brands sold in the on-trade
includes the Oliver & Greg’s and Moondarra wine brands, Odessa
Vodka and Squires Gin.
The Group also distributes a number of wine brands in the
Republic of Ireland including Santa Rita, Blossom Hill and Yellow
Tail.
SOFT DRINKS
Tipperary Pure Irish Water is proudly bottled at source in Tipperary.
Finches is a range of premium soft drinks in orange and other
flavours produced in Ireland with pure natural spring water.
JWV+ is made from natural mineral water and comes in two
flavoured varieties: Mixed Berries and Mandarin & Orange. It
contains a range of health intrinsics and is targeted at consumers
looking for tasty refreshing alternatives to the traditional soft drink
and bottled water offering.

Hornsby’s is a cider which combines traditional cider-making
techniques with an American heritage. It comes in two styles,
Crisp Apple and Amber Draft.
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CHAIRMAN’S
STATEMENT
OPERATING RESULTS

The last financial year has been a challenging
one for the C&C business. While the financial
outcome represents a reduction on the prior
year, we have however made substantial
operational progress within the business and
are positioned for a more consistent financial
performance and business development in the
coming year.

Our performance in our core geographies of Ireland and Scotland
was influenced by a number of factors outside of our direct control
during the year - including poor weather, increased competition
in Ireland and the impact of tighter drink driving legislation in
Scotland. Our evolution to an integrated brand-led wholesale
model in both core geographies has also taken longer than
anticipated though the process was completed during the course
of the year and we are well positioned in both territories for next
year and beyond.
The competitive nature of our core geographies and the evolution
of consumer preferences towards a more diverse range of drinks
is the basis for our evolution to a brand-led wholesale model. This
is, we believe, the right model for the long-term and will drive an
improving financial performance. However, despite the confidence
we have in this model, we have to continue to streamline our
operations and cost base to ensure we are able to compete
against our peers – many of whom are larger with greater scale,
reach and financial resource.
As a consequence, we took the difficult decision to reduce
our workforce across our operations in Ireland, Scotland and
in the C&C Brands business during the year. These changes
are regrettable and we have worked hard to re-deploy affected
employees in Ireland at our Clonmel site and to seek a buyer
for our assets in Shepton Mallet which would, in turn, sustain
employment for some of the affected employees at that site.
Our C&C Brands business continues to show steady recovery and
investment behind the Magners brand in England and Wales this
year should sustain that recovery.
In Export markets, Magners and Tennent’s continue to perform
strongly. We delivered in the year 22% growth in our own
branded volume and believe this rate of growth is sustainable for
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the coming twelve months. We have recently put in place new
distribution arrangements across a range of markets including
New Zealand, South Africa and Thailand with further countries in
Asia and Africa being added. Some of these arrangements have
been in development for a number of years and we are only now
seeing the benefit of our investment in Export markets over a
multi-year period.
Our performance in the US market over the past number of years
has not met our expectation. However, we are confident about the
prospects for the business following our new sales and marketing
arrangement with Pabst Brewing Company. We believe we now
have the right partner to drive the performance of our brands in
the US market. We are also pleased to have agreed the exclusive
distribution rights for the Pabst brands in Ireland and the UK,
which will add further depth to our growing brand portfolio.
ECONOMIC AND INDUSTRY BACKGROUND
Clearly it is generally acknowledged that this is a period of
significant political and economic volatility. Whether it is the
European dimension or changes in the view of economies
formerly regarded as the BRICS on which much of the world
economic growth was anticipated as being dependent. All are
subject to reappraisal and reassessment. It is all too easy to
allow these vagaries to obscure fundamentals, certainly from
a business perspective. Our conviction remains that a strategy
of consolidation in core territories coupled with international
brand expansion is fundamentally attractive from a business and
shareholder perspective.
A notable consolidation in our industry with a likely combination of
two of the major participants has probably in the short-term led to
a corporate and business reassessment by many. Our perspective
has not altered. As opportunities arise as a consequence of this
consolidation, or indeed other market developments, and are
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engagement, I have also recently completed a series of meetings,
focused principally on corporate governance, with a number of
the Group’s largest institutional shareholders – a practice which I
now engage in annually. Consistent with the principles of the UK
Corporate Governance Code, I have ensured that feedback from
these meetings has been shared with the Board as a whole.
Continued refreshment and development of the Board is an
ongoing process. As indicated in last year’s Annual Report, John
Hogan retired from the Board at the end of FY2016. Tony Smurfit
has also stepped down from the Board following his appointment
as Chief Executive Officer of Smurfit Kappa Group. I would like
to thank John and Tony for the significant contribution they have
made to the Group. Vincent Crowley and Rory Macnamara both
joined the Board in January and each brings invaluable experience
to the Board across a range of markets and sectors. We look
forward to their contribution in the years ahead.

attractive for our shareholders we will consider them. The ultimate
determinant as to their attraction will be whether they enhance our
shareholders’ value.
CAPITAL ALLOCATION
Reflecting both the strength of the Group’s balance sheet and
free cash flow characteristics during the year we spent €77
million in purchasing the Company’s shares as part of our share
buyback programme. Our strong cash generation means there
has been effectively no increase in the Group’s net debt despite
this substantial return of capital to shareholders. We are also
proposing to pay a final dividend of 8.92 cent per share, subject
to shareholder approval. If approved, this will bring the Group’s
full dividend to 13.65 cent, a 18.7% increase on last year, and is
consistent with our commitment to provide certainty of value in the
form of a progressive dividend stream. A scrip dividend alternative
will also be available.
At the AGM, we will again seek authority from shareholders for
the Company to repurchase its own shares. This authority will be
exercised if the Board considers it would be in the best interests of
shareholders generally.
GOVERNANCE & CORPORATE RESPONSIBILITY
The Board and senior management team are committed to
maintaining the highest standards of governance and ethical
behaviour throughout the business. A statement of our main
Governance principles and practice is provided on pages 60
to 71 and reflect the requirements of the 2014 UK Corporate
Governance Code and the Irish Corporate Governance Annex.

PEOPLE
Tony O’Brien, who served C&C for almost forty years, leading the
flotation as CEO in 2004 and subsequently as Chairman of the
Group, passed away in December after a short illness. Tony made
an outstanding contribution to the development of the Group
and was a man of robust integrity, absolute professionalism and
untiring courtesy. We are extremely proud to support the Tony
O’Brien scholarship in his honour, which helps young people from
his home county Kilkenny to attend the Quinn School of Business
in University College Dublin.
CONCLUSION
For the next year, we look forward to the continuing strong
performance of our export business; renewed growth in the US; a
sustained recovery for Magners in our C&C Brands business; and
a stronger performance in both Scotland and Ireland. Performance
in core geographies will be driven by our core Bulmers and
Tennent’s brands together with our growing range of speciality
brands.
An improving underlying performance for next year is supported
by a strong balance sheet and cash generation capability. Our
financial strength means we maintain flexibility to pursue the
capital allocation options which we believe will drive value for
shareholders.

Sir Brian Stewart
Chairman

We take corporate responsibility seriously and our Corporate
Responsibility Statement on pages 44 to 52 sets out our work
this year in this area. Recognising the importance of shareholder
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GROUP CHIEF EXECUTIVE
OFFICER’S REVIEW
OVERVIEW

This has been a challenging year for your
Company in terms of financial performance
with the core segments facing a number of
headwinds. However, much hard work has
been done to place the business on a stronger
footing for the future.

During the year, the Group delivered an operating profit of €103.2
million which was an €11.8 million reduction on the previous year.
The reduction in operating profit is largely due to challenging
trading conditions in our Ireland and Scotland businesses.
Our cash conversion in the year was exceptional with a 103%
conversion of EBITDA pre exceptional costs compared to 61%
in the previous year. This enabled the Group to continue share
buyback activity with a minimal increase to net debt. During the
year, the Group repurchased 6% of the issued share capital for a
cash cost of €77 million at an average price of €3.63 per share.
We remain cash generative and our preference is to invest in the
business and adjacent assets but pricing has been challenging,
and in our view the optimum form of capital deployment has been
share buybacks. Looking forward, the Group will continue to
take a disciplined approach to capital allocation in the long-term
interests of shareholders, assessing strategic opportunities against
returning value to shareholders.
There are undoubtedly some emerging trends in consumer
behaviour with a shift away from global, homogenous brands in
favour of local brands with heritage, provenance and quality. This
is evident in the long alcoholics drinks (LAD) category and many
other sectors, and is part of the reason for the growth of craft beer.
It is clear to the Group that these trends create value opportunities
for differentiated brands in niche and premium segments. This is
very much front of mind as we make portfolio and business model
choices.
Against this backdrop, the Group’s long-term strategy of strong
domestic brand geographic combinations providing the foundation
to participate in international cider growth remains unchanged.
During the year we completed the integration of the wholesale
businesses of Gleeson and Wallaces Express in Ireland and
Scotland respectively, to create brand-led wholesale platforms.
Whilst integration has proved challenging, the resulting business
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models provide an unrivalled brand portfolio and customer reach
in these segments. We firmly believe this is the right model to meet
customer and consumer needs.
In the highly competitive C&C Brands segment, the Group has
transitioned to a lower cost commercial model with sharper
portfolio focus. Magners Original has regained volume momentum
during the year and we believe now is the time to invest behind the
brand.
Good progress has been made in laying the foundations for
further international growth with long-term distribution agreements
concluded in a number of countries including Thailand and New
Zealand. We have commenced exporting our brands to South
Africa and are positive on the prospects of further growth in Africa.
Finally, we have concluded a deal with Pabst Brewing Company in
the US which we believe will be the catalyst to return our US cider
portfolio to growth.
The Group also announced a major cost reduction plan during
the year. Initiatives are progressing well and an element of savings
will be delivered in the coming financial year. Unfortunately, this
will result in the loss of a number of jobs and the Group continues
to seek redeployment opportunities and provide full support to
impacted employees. The changes are absolutely essential for the
Group to retain a competitive cost position and provide funds for
reinvestment in our brands.
REVIEW BY OPERATING SEGMENT
Ireland
From a macro perspective, key economic measurements continue
to improve in Ireland. Recovery is more prevalent in the key cities
with slower progress in the more rural areas. A “no vote” in the
UK referendum on remaining in the European Union may have an
impact on macro economic performance particularly in the shortterm as trade arrangements are concluded.
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WE FIRMLY BELIEVE THAT OUR
CUSTOMER CENTRIC MODEL
IS THE RIGHT MODEL TO
OPTIMISE SHAREHOLDER VALUE
IN AN ENVIRONMENT WHERE
CONSUMERS ARE DEMANDING
DIFFERENTIATION RATHER THAN
GLOBAL BRANDS

In this financial year, although the LAD category in the Republic
of Ireland on-trade grew by 0.7%, the cider category declined by
2.2%. A very poor summer with a record average low temperature
was a key driver. This was compounded by extremely low pricing
in the off-trade channel by the main lager producers and the
growing emergence of craft in the on-trade putting pressure on
bar space.

the competitor product. The Group will continue to invest heavily
behind the Bulmers brand. Point of purchase visibility will be
improved with a €2m investment in new founts in the on-trade and
commercial terms have been restructured to give customers real
benefit for increasing sales of our range. The Bulmers brand is very
much at centre of the brand-led wholesale model, now and in the
future.

Within the cider category, Bulmers faced a new threat with a
competitor cider launch. Initial distribution build of this competitor
offering has put pressure on Bulmers’ share in the financial year.
However, Bulmers’ market share remains strong in both trade
channels and critically rate of sale in all formats is well ahead of

The Group made further progress in developing its niche and
premium range in the year. Clonmel 1650, our award winning
premium Irish lager, consolidated its position while Heverlee,
our authentic Belgian lager, made great progress particularly in
Northern Ireland where it is already the number one premium lager
only three years after launch.
We continue to seed craft
offerings such as Dowd’s Lane,
Five Lamps and Whitewater
and now have dedicated
resource to accelerate
progress.
The Group took on the agency
for the Corona brand in the
year. The brand enjoys 91%
distribution and outsells its
nearest competitor 13:1 and
complements Bulmers in the
portfolio. The agency business
in Ireland is significant. We
distribute AB InBev brands in
Northern Ireland (and packaged
in ROI), are the number one
wine distributor with over
800,000 cases annually and
distribute the fastest growing
energy drink in Ireland.
11

GROUP CHIEF EXECUTIVE
OFFICER’S REVIEW
(CONTINUED)

We have also made great progress in enhancing the brandled wholesale model. The sales force has been realigned and
upweighted during the year and our customer service centre is
now fully operational covering the Island of Ireland. Importantly
we have also made a number of changes to strengthen the
management team which is already paying dividends.
Ultimately, the ambition for our Irish business is to be the preeminent brand-led wholesaler in the Island of Ireland with unrivalled
range, enhanced customer service and geographic coverage such
that we become the drinks supplier of choice to the licensed on
and off-trade. We firmly believe that our customer centric model
is the right model to optimise shareholder value in an environment
where consumers are demanding differentiation rather than global
brands.
Scotland
Economically, the Scottish economy is in reasonable health. There
is some evidence of a slow down in recent months with data
suggesting higher unemployment partly due to troubles in the oil
sector, but consumer confidence remains relatively high. However,
the introduction of new “drink drive” legislation in December
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2014 has had an adverse impact on LAD consumption in the
on-trade. Industry body analysis suggests a decline of 6% in
lager consumption in the year since implementation. Trends have
normalised in recent months for both the market and our business
following annualisation of the legislation.
The Tennent’s brand remains very much at the heart of the brandled wholesale model in Scotland. We continue to innovate around
the Tennent’s brand with the Black T line extension and the launch
of limited edition retro packs is proving popular with consumers
in the off-trade. These innovations also help command a higher
retail price in a very price sensitive channel. We have continued to
invest heavily behind the Tennent’s brand targeting existing and
new consumers. The digital media “Wellpark” campaign and T5
five-a-side football platform have been great successes. We have
also entered into an agreement as the official beer of the Scottish
national football team and continue as the headline sponsor of the
T in the Park music festival. As we move into the new financial year
brand health scores for the Tennent’s brand are incredibly strong
across all consumer age cohorts.
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During the year, we relaunched Magners in an Ice Cold format in
the on-trade. Since the relaunch, the brand has moved into growth
with volumes up 9% in the second half of the year. We have
continued our sponsorship of Glasgow Celtic Football Club.

changes in this environment during the current year with retailer
driven range rationalisation. This creates a barrier to entry for new
brands and also favours brands which resonate with consumers
and drive consumer footfall.

Considerable business focus and effort was dedicated to the
integration of Tennent’s and Wallaces Express during FY2016.
The integration led to some disruption in customer service as new
systems and a new distribution platform were implemented. There
was also some loss of commercial focus as two very different
business cultures and approaches were integrated into one
model and one culture. These challenges have now been largely
overcome with integration complete and a new management team
in place.

As a business we have focused on Magners’ market share and
cementing relationships with key retailers in on and off-trade
channels. This has proved successful with Magners Original
in growth in the current financial year and new agreements
concluded with major retailers in both trade channels.

The integrated Tennent’s platform will enable the Group to offer
an unrivalled portfolio of drinks and customer service to on and
off-trade customers including Tennent’s, Caledonia Best, Magners,
Menabrea, Heverlee, Drygate and the AB InBev brands, for which
we have the non-exclusive distribution rights, as well as our owned
wines and spirits brands and factored brands. In Scotland, there
are approximately 10,000 pub licences and, as with Ireland, the
independent free trade represents the majority of these licensees.
This is a channel where we have dedicated significant financial and
commercial resource because, plainly, it is an important part of the
Scottish alcoholic drinks sector.
Our Scottish and Irish businesses deliver around 84% of the
Group’s earnings and cash. It is important that they are stable and
well invested and we believe our business models offer the best
prospects of modest growth in mature environments, having faced
external and internal headwinds in the last 12 to 18 months.

The Group intends to build on this momentum through significant
investment behind the Magners brand in FY2017. This will
include a complete relaunch in new packaging supported by a
heavyweight media campaign. We are confident that Magners can
deliver growth in both trade channels in FY2017.
The Group has delivered the cost savings previously
communicated. We have transitioned to a leaner commercial
model which has dual benefits of saving costs and a sharper
portfolio focus. We have also made savings in distribution through
efficiency gains. These initiatives help underpin operating margins
as we seek to deliver market share growth.

THE GROUP INTENDS TO
BUILD ON THIS MOMENTUM
THROUGH SIGNIFICANT
INVESTMENT BEHIND THE
MAGNERS BRAND IN FY2017.

C&C Brands
The macroeconomic backdrop in the United Kingdom remains
broadly positive although there are high levels of uncertainty with
the impending European Union referendum. The GB cider market
remains the largest in the world, with London a key opinion
forming city not just in the UK but worldwide. Cider consumption
is skewed more towards the off-trade channel and we have seen
13
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North America
The cider category was broadly flat in the year with growth in
the first half offset by a 10.4% decline in the second half of the
year. A key driver in this trend has been the explosion of alcoholic
root beers. Time will tell whether this is a short-term dynamic
in the market. However, cider in the US is still only 1% of LAD,
significantly below GB and the Republic of Ireland, where cider
is 16% and 13% of the LAD category. The trade and industry
experts remain positive on long-term prospects for cider and
anticipate a return to growth as the impact of newly launched
‘RTD’ offerings dissipate.
During the year we have entered into an agreement with Pabst
Brewing Company in the US effective from March 2016. Under this
agreement, Pabst will sell and market our brands in the US. This
will include the Woodchuck brand range as well as our imported
brands such as Magners and Blackthorn. The Group will retain
ownership for the brands and will continue to own and operate
the cidery in Vermont. Pabst have an outstanding track record in
building brands in the US, most recently with Not Your Father’s
Root Beer. They have demonstrated excellent marketing capability
and have a stronger and broader sales reach than the Vermont
team. We are delighted to be partners with Pabst and firmly
believe the agreement can return our brands to volume growth
and deliver value for both parties.

You are cordially invited to...

STEP RIGHT UP!
Over the past 12 months there has been mixed progress on
Shepton Mallet brands. K cider, our premium strong cider, has
returned to growth with improved route to market enabling
distribution gains. The award winning Chaplin & Cork’s range has
seen revenue grow to €1m in the year. However, local heritage
brands such as Blackthorn and Natch have experienced decline
being squeezed through lower retail pricing on branded cider and
range rationalisation.
The Group also sees opportunities for profitable growth in niche
and premium beer in the UK and is currently seeding our premium
authentic Heverlee and Menabrea brands in key outlets. The
recently announced agreement with Pabst Brewing Company to
distribute the highly successful Pabst Blue Ribbon, Schlitz and
Lonestar brands in the UK complements our own beer range.
In our domestic segments, around 4% of our LAD net revenue is
generated by products that we have introduced to market in the
last four years. In the last year, niche and speciality has been a real
positive with volume growth of 41% across Heverlee, Menabrea, K
cider and Chaplin and Cork’s in the domestic segments.

14

C&C GROUP PLC

ANNUAL REPORT 2016

BUSINESS & STRATEGY

OUR EXPORT SEGMENT
HAS HAD AN EXCELLENT
YEAR BOTH IN TERMS OF
PERFORMANCE AND IN
BUILDING FOUNDATIONS FOR
THE FUTURE.

Export
Our Export segment has had an excellent year both in terms of
performance and in building foundations for the future.
During the year we have enjoyed double digit growth on our own
brands in all three sub regions, namely Europe, Asia and Australia
and New Zealand. In Europe we have delivered growth through
existing partners as well as extending our footprint further into
Eastern Europe. Australia recovered strongly from a disappointing
year in FY2015, with volume growth of 37% while India was the
star performer in Asia with five fold growth. The year also proved
to be a landmark in shipping our first containers to Africa with a
great start to our distribution agreement in South Africa.
Critically, we have also invested time and resource in securing
agreements for the future. In Europe we have entered agreements
with Stock Spirits in Poland and extended our relationship with
Karlsberg to cover Germany as well as France. In Asia, we have
concluded an agreement with San Miguel for Magners in Thailand
which will open up many more distribution opportunities. We have
also concluded a long-term arrangement with Coca Cola Amatil,
the largest drinks distributor in the New Zealand market. Finally, we
have recently reached agreement with Mahou San Miguel in India
for in-market brewing and distribution of Tennent’s including the
launch of a local Tennent’s IPA.
A key aspect of our success in Export is our partnerships
with local distributors combined with production in domestic
manufacturing facilities. This has enabled the Group to take
advantage of distributors’ local knowledge and market access to
grow our brands. At the same time we are able to utilise surplus
manufacturing capacity in the domestic network, which means
the model is capital light. The Group also over indexes on brand
investment in this segment, investing ahead of returns to drive
volume growth.
Our Export volume is now 178 kHL. We distribute to 67 markets
around the world delivering an operating margin of 21.2%. We see
opportunities for growth in all regions through building on existing
arrangements and establishing a presence in new territories. We
have seen real traction in both the Magners and Tennent’s brands.

Both brands have the key attributes of heritage, provenance and
quality and therefore have excellent export potential as niche and
premium propositions.
STRATEGY
Ireland and Scotland provide the bedrock for the Group both
in terms of earnings and cash. Whilst the last year has been
challenging for both segments, we firmly believe that Ireland
and Scotland remain attractive geographies with high per
capita consumption and a fragmented customer base, and that
we have the right business model to succeed. The brand-led
wholesale model underpinned by the Bulmers and Tennent’s
brands, an unrivalled portfolio of premium and world brands and
an unparalleled service offering enable C&C to connect with the
customer and consumer in a unique way.
GB is still very much the world’s largest cider market and London
a key world city for brand building. In an environment of retailer
driven range rationalisation, our strategy is to invest behind the
Magners brand to grow market share in both the on and off-trade
channels. We will continue to remove costs from the business to
underpin our operating margin. At the same time, C&C will play in
niche areas of growth such as craft and speciality cider by taking
advantage of our English cider heritage and premium beer through
brands such as Heverlee, Menabrea and the Pabst range.
The overall pursuit of cider internationalisation remains at the heart
of C&C’s strategy. Cider penetration of LAD in GB and Republic
of Ireland is 16% and 13% respectively. This compares with just
over 1% in the US despite spectacular category growth in recent
years. The evolution of the consumer palate across various global
markets from savoury to sweet and the preference for natural,
gluten free, local and authentic brands places C&C in a strong
position to exploit international cider growth.
Finally, the proposed AB InBev and SAB Miller transaction is likely
to herald a further round of consolidation in the sector and lead
to changes in the competitive landscape. This may bring greater
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competition to a number of our segments, hence the need for
focus on growth and cost reduction. However, it may also bring
opportunities, which is why we have preserved conservative
leverage despite share buyback activity.
CASH AND BALANCE SHEET
Our balance sheet remains in robust health with a net debt to
EBITDA ratio of 1.3x at the year-end. The Group finished the year
with a net debt position of €163 million which is broadly in line with
last year. This is after absorbing a €77 million share repurchase
programme.
Free cashflow conversion in the year was 103% of EBITDA
(excluding cash outflow from exceptional items) which is a 42 ppts
improvement on the previous year. Cash conversion benefitted
from a new receivables securitisation agreement which enabled
participation by a higher percentage of debtors at a lower finance
cost. Ultimately, the Group’s balance sheet and cash generation
profile provide flexibility to invest in bolt-on acquisitions and capital
projects with attractive returns, as well as consider options for
return of value to shareholders.
PEOPLE
At C&C the model that we operate is that the Board allocates
resources and assesses performance of the business divisions
with the support of a head office of not more than 20 people,
whilst each business division is equipped with the relevant
people assets to ensure that we operate effectively in the market.
Accordingly, each of our businesses has a local MD who has the
associated capability to implement the agreed strategy and make
day to day operational decisions for that business. In areas like
procurement, planning and manufacturing, we seek to optimise
our capability and run on a functional basis.
Our remuneration philosophy focuses on stakeholder participation
through equity participation, to align employee interests with those
of shareholders. Management remain largely incentivised through
equity and we have employee-wide schemes in Ireland and the
UK with significant participation levels amongst eligible employees.
Bonus arrangements for managers and employees focus on
local objectives that are relevant for the creation of long-term
sustainable shareholder value. All employees have the opportunity
of participating in performance related bonus schemes.
On a sad note, Tony O’Brien, the former CEO and Chairman of
the Group passed away earlier this year. Tony served C&C for
almost forty years and made an outstanding contribution to the
development of the Group. His legacy lives on in the Tony O’Brien
scholarship to help young people from his home county Kilkenny
to attend the Quinn School of Business in University College
Dublin.
Finally, we recently announced the rationalisation of the Shepton
Mallet Cider Mill and Borrisoleigh sites which results in the loss
of a number of jobs. This was a difficult decision for the Board
and was not taken lightly but was absolutely necessary to protect
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our competitive position. I would like to take this opportunity to
personally thank our Shepton and Borrisoleigh teams for their
commitment and support to the business over the years.
CORPORATE RESPONSIBILITY
Over the last 12 months we have continued to develop our
Corporate Social Responsibility (CSR) agenda. This includes
implementing a number of initiatives that are industry-leading.
Taking an active lead on CSR and working with our communities
and stakeholders is essential to our business.
Our goal is to improve the lives of our communities and the
environments in which we operate. Over the last 12 months
we have made significant progress. We became the first drinks
company in the UK and in Ireland to display calorie information on
our packaging. This was a voluntary initiative and we hope other
producers follow suit quickly. We decided to communicate calorie
information as we believe strongly in the principal that consumers
should have information about the products they are consuming in
order to make appropriate choices. We are proud of this initiative
which we launched jointly with the Scottish Government.
Another example of how we aim to help communities is through
our support of minimum unit pricing. Governments now have
plans for this important initiative in Scotland, Ireland and Northern
Ireland. Helping reduce the harm caused by the strong cheap
alcohol targeted by minimum unit pricing is an important step
in balancing the relationship some of our community has with
alcohol.
The Group focuses its CSR efforts on activities that strengthen
our relationships with our customers and communities. Our
work with the Scottish Government and with Best Bar None is
directly helping to improve the quality of the night time economy
in Scotland. The Tennent’s Training Academy has now provided
over 20,000 courses which are having a very positive impact on
the quality and expertise within the Scottish hospitality trade. All of
these initiatives help ensure the long-term future for the industry.
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We support a wide range of charitable causes across the Group,
big and small. These range from activities linked to our brands
such as the “Celtic Cash for Goals” initiative and Tipperary Water
supporting the children’s ambulance, BUMBLEance; to lower
profile but equally important charitable activity such as our support
for KidsOut, Govan & Creighton immigration network, the initiative
for prevention of suicide in Northern Ireland and Barretstown Kids
Camps in Ireland. Where possible, we aim to work closely with our
communities to create a positive difference.
The Group has also delivered a great range of environmental
initiatives. During the last year we reduced our energy
consumption at our manufacturing sites by 6% per hectolitre. Also,
our waste management strategy is delivering good results with no
waste being sent to landfill at our two largest production sites.
Our commitment to the environment is central to our business.
We are a producer that relies on high-quality agricultural products.
Despite the difficult decision to close the Shepton Mallet Cider
Mill we have maintained our commitment to apple growers and
will continue to press fruit on the site. In fact, last year across
our manufacturing sites we pressed 83,000 tonnes of fruit
and we continue to source all of our malt used in our Wellpark
Brewery from Scottish farmers. I am personally very proud of the
work undertaken by employees to ensure that we nurture our
environment and the communities in which we operate.
OUTLOOK
Despite the challenging financial performance in the current year,
we believe we continue to take actions in the best interests of
long-term shareholder value. Brand-led wholesale models in
core segments should provide the financial stability to allow for
continued investment in our growing international business.

BUSINESS & STRATEGY

THE GROUP FOCUSES ITS
CSR EFFORTS ON ACTIVITIES
THAT STRENGTHEN OUR
RELATIONSHIPS WITH
OUR CUSTOMERS AND
COMMUNITIES.

In addition, we have demonstrated real capability in our ability to
manage agencies in LAD and multi-beverage. The wine business
in Ireland is making real progress working effectively with multiple
brand owners and in beer we have successfully taken on Corona
in Ireland, Menabrea in domestic markets, and look forward to
working with the Pabst portfolio. We also continue to deliver
volume performance ahead of market trends on brands in our
long-term agency agreement in Ireland and Scotland.
There are positive signs in the early part of the new financial
year with improving trading conditions in core segments and
continued sales growth in the Export and C&C Brands segments.
This sales momentum supported by focussed brand investment
and underpinned by cost savings give the Group confidence
of earnings growth in the coming financial year. Our balance
sheet remains conservatively geared providing scope for future
investment focused on long-term value creation or return of value
to shareholders.
Stephen Glancey
Group Chief Executive Officer

Considerable time and effort was spent on completing the
integration of the Gleesons and Wallaces businesses in the last
financial year. This is now done and the businesses in Ireland and
Scotland are very much on the front foot commercially as we enter
the new financial year. The Group is confident that it can continue
sales momentum in C&C Brands and Export and that the new
Pabst Brewing Company agreement can re-ignite brand growth in
the US.
During the year, the Group announced a €15m cost reduction
plan and is progressing implementation of these changes. The
changes are essential for the business to remain competitive in our
industry as well as providing essential funds for re-investment in
our brands.
We are intensely proud of our core brands and emerging niche
and premium brand portfolio. C&C cannot match headline
investment levels of the global brewers and will therefore need
to invest smartly to engage the consumer. Digital media, local
sponsorship platforms and visibility at the point of purchase remain
key areas of investment.
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Strategy and Business Model
GROUP STRATEGY

Our long-term strategy is to build a sustainable
international cider-led, multi-beverage business
through a combination of organic growth and
selective acquisitions.

THE MEDIUM-TERM STRATEGIC GOALS FOR THE GROUP ARE:
to maintain strong brand market combinations in core
geographies through brand and customer investment, by
leveraging our brand-led wholesale platforms and developing
our high margin premium brand portfolio
to grow our international business through investment in
brands and through the development of strategic alliances
to make strategic investments and acquisitions that fuel
profitable and sustainable growth and, in the absence of
opportunities that complement our strategy or deliver the right
risk-return profile, to return cash to shareholders
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thus enhancing future earnings
growth and maximising
shareholder value. We seek
to generate high free cash
conversion and maintain a sound
and efficient balance sheet.
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BUSINESS MODEL

Revenue
Generation
and Earnings
Growth

• In our core geographies of Ireland and Scotland, we seek revenue generation
through a full-service brand-led wholesale model predominantly focused on
brands and customers. In the rest of Great Britain we focus on cider market share
expansion and development of a premium LAD portfolio. Internationally we focus
on volume growth.
• We seek to make brand innovations at low cost and exploit niche and premium
markets.
• We seek earnings growth through revenue generation, cost control and margin
improvement.

Cash
Generation

• Our core businesses are strongly cash generative. We therefore focus on cash.
We critically review the value for money of all brand and capital investment. Our
current emphasis is on investment at the customer interface to drive revenue.
Group management relentlessly drive to reduce costs – in production, distribution
and commercial overheads.

Engagement

• We engage with our workforce and incentivise them to ensure alignment with
shareholders.
• Local management are incentivised with financial targets relevant to their local
business unit.
• Where necessary, we are prepared to buy in expertise on a margin-sharing basis.

Strategic
Capital

• We seek local expansion in our core territories. Potential acquisitions must
complement our business and meet our strategic objectives.
• We are prepared to make larger transformational acquisitions, and we are ready to
seize opportunities as they arise due to the strength of our balance sheet.
• We will make disposals where they will enhance shareholder value.
• In the absence of capital investment opportunities we will return surplus cash to
our shareholders.

Social
Responsibility

• Throughout the Group we seek to operate compliantly with the law and as good
corporate citizens.
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Strategy Achievements and Priorities

STRATEGIC ACHIEVEMENTS IN FY2016
Objective 1

During FY2016

To maintain strong brand market combinations
in core geographies through brand and
customer investment, by leveraging our brandled wholesale platforms and developing our
high margin premium brand portfolio

• we completed the integration of Wallaces Express to create a
brand-led wholesale offering in Scotland
• we completed the integration of the Gleeson business in Ireland
and refreshed the Irish senior management team
• we continued to invest in our premium brands, notably Bulmers,
Tennent’s and Magners
• we supported our on-trade customers with €16.7m of new loan
investment in Scotland and Ireland
• we developed our emerging portfolio including Heverlee,
Menabrea, Chaplin & Cork’s and Drygate with 4% of our net
revenue generated by new products
• we transitioned to a lower cost operating model in C&C Brands
with a sharper portfolio focus

Objective 2

During FY2016

To grow our international business through
investment in brands and through the
development of strategic alliances

• we entered into an exclusive long-term partnership arrangement
with Pabst Brewing Company for the sale and distribution of our
cider brands within the US
• we delivered our first shipments of product into Africa
• we built platforms for future growth in Australasia with new
distribution agreements in Thailand and New Zealand
• we leveraged distributor relationships and brand strength to
deliver growth in Europe as well as appointing new distributors
in France and Germany and expanding our footprint into Eastern
Europe
• we have a strong pipeline of new distribution opportunities for
FY2017

Objective 3

During FY2016

To make strategic investments and acquisitions
that fuel profitable and sustainable growth
and, in the absence of opportunities that
complement our strategy or deliver the
right risk-return profile, to return cash to
shareholders

• we returned a total of €115m of cash to shareholders through
dividends and share buybacks, which was in excess of trading
cashflow
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• we delivered flat net debt through robust balance sheet
management
• we increased our full year dividend per share by 18.7% per share
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STRATEGIC PRIORITIES FOR FY2017
Core Objective

Our core strategic objective is to deliver
earnings growth

• in FY2017 the focus will be on existing businesses and
developing international partnerships
• with our balance sheet strength and high cash conversion, we
are well positioned to take advantage of opportunities as they
arise

Strategic Priorities

Existing businesses

• to strengthen core brands and develop a portfolio of
differentiated premium brands to capitalise on niche, craft and
specialist opportunities
• to leverage integrated brand-led wholesale platforms in Ireland
and Scotland to drive revenue growth and reduce costs
• to deliver volume growth and maintain earnings in the C&C
Brands business through brand investment and sales execution
• to grow international volumes and earnings through distribution
partnerships

Cash conversion

• to maintain the strong cash conversion characteristics of the
business
• to maintain an appropriately leveraged balance sheet
which provides flexibility to take advantage of consolidation
opportunities
• to return value to shareholders in the absence of strategic
opportunities

Corporate responsibility

• targeting further sustainability improvements across the Group
• focusing our social responsibility agenda on engagement in the
community
• achieving a continuous improvement in workforce health and
safety
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Key Performance Indicators
FOR FY2016 AND FY2017
Strategic Priority

KPI

Definition
(see also financial definitions on pages 185 and 186)

To enhance earnings growth

Operating Profit

Operating profit (before exceptional items)

Operating Margin

Operating profit (before exceptional items), as a percentage of net
revenue

To enhance earnings growth

Adjusted diluted earnings
per share

Attributable earnings before exceptional items divided by the
average number of shares in issue as adjusted for the dilutive
impact of equity share awards

To generate strong cash
flows

Free Cash Flow
and

Free Cash Flow is a non GAAP measure that comprises cash flow
from operating activities net of capital investment cash outflows
which form part of investing activities

Free Cash Flow
Conversion Ratio

The conversion ratio is the ratio of free cash flow as a percentage
of EBITDA before exceptional items

To ensure the appropriate
level of financial gearing and
profits to service debt

Net debt: EBITDA

The ratio of net debt (Net debt comprises borrowings (net of issue
costs) less cash) to Adjusted EBITDA

To deliver sustainable
shareholder returns

Progressive dividend/return
to shareholders

Total dividend per share paid and proposed in respect of the
financial year in question

Dividend Payout Ratio

Dividend Payout Ratio is Dividend/Adjusted diluted EPS

To achieve the highest
standards of environmental
management

Reduction in CO² emissions

Tonnes of CO² emissions¹

To achieve the highest
standards of environmental
management

Waste recycling

Tonnes of waste sent to landfill²

To ensure safe and healthy
working conditions

Workplace safety accident
rate

The number of injuries that resulted in lost-work days, per 100,000
hours working time in production facilities²

¹ Clonmel, Wellpark and Vermont in FY2014 and FY2015. FY2015 and FY2016 includes the new cidery in Vermont and the new brewery at Clonmel. FY2016 also includes the
Gleeson and Wallaces Express businesses.
² Clonmel, Wellpark and Shepton
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FY2017 Focus

Links to other Disclosures

FY2014
FY2015
FY2016

€126.7m To seek continuing growth, through
€115.0m revenue enhancement, acquisition
€103.2m synergies and cost control

FY2014
FY2015
FY2016

20.4%
16.8%
15.6%

FY2014
FY2015
FY2016

29.5c
27.2c
24.2c

FY2014
FY2015
FY2016

€61.6m To generate improved
€82.3m operating cash flows
€113.4m

Group CFO Review
page 41

FY2014
FY2015
FY2016

40.9%
58.8%
92.5%

Group CFO Review
page 41

FY2014
FY2015
FY2016

0.99x
1.13x
1.33x

This ratio will be held consistent with
free cash flow conversion and returns to
shareholders

Group CFO Review
page 40

FY2014
FY2015
FY2016

10.0c
11.50c
13.65c

The Group will continue to seek to
enhance shareholder returns

Chairman’s Statement
page 9

FY2014
FY2015
FY2016

33.9%
42.3%
56.4%

FY2014
FY2015
FY2016

36,618t
37,955t
45,071t

To achieve best practice across the
Group, including acquired businesses

Corporate Responsibility
Report
page 50

FY2014
FY2015
FY2016

113t
27t
24t

To achieve best practice across the
Group, including acquired businesses

Corporate Responsibility
Report
page 50

FY2014
FY2015
FY2016

1.6
0.68
0.42

To achieve best practice across the
Group, including acquired businesses

Corporate Responsibility
Report
page 52

To achieve adjusted diluted EPS growth
in real terms

Group CFO Review
page 38

Group CFO Review
page 38
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Principal Risks And Uncertainties
Under Irish company law (Statutory Instrument 116/2005 European Communities (International Financial Reporting Standards and
Miscellaneous Amendments) Regulations 2005), the Group and the Company are required to give a description of the principal risks and
uncertainties which they face.
The principal risks and uncertainties faced by the Group are set out below. The Group considers that currently the most significant risks
to its results and operations over the short-term are (a) strategic failures, (b) the potential for consumer preferences to change in our core
geographies, and (c) failure to attract and retain high-performing employees.
Risks and Uncertainties

Mitigation

RISKS AND UNCERTAINTIES RELATING TO STRATEGIC
GOALS
• The Group’s strategy is to focus upon earnings growth through
organic growth, acquisitions and joint ventures and entry into
new markets. These opportunities may not materialise or deliver
the benefits or synergies expected and may present new
management risks and social and compliance risks.

The Group seeks to mitigate these risks through due diligence,
careful investment and continuing monitoring and management
post-acquisition.

RISKS AND UNCERTAINTIES RELATING TO REVENUE AND
PROFITS
• Consumers may shift away from larger brands towards more
localised, premium and niche products.

Through diversification, innovation and strategic partnerships,
we are developing our product portfolio to enhance our offering
of niche and premium products to satisfy changing consumer
requirements.

• Seasonal fluctuations in demand, especially an unseasonably
bad summer in Ireland could materially affect demand for the
Group’s cider products.

The Group seeks to mitigate this risk through geographical and
brand diversification.

• Consumer preference may change in our core geographies,
new competing brands may be launched and competitors may
increase their marketing or change their pricing policies.

The Group has a programme of brand investment, innovation
and product diversification to maintain and enhance the
relevance of its products in the market. The Group also
operates a brand-led model in both geographies with a
comprehensive range to meet consumer needs.

• The GB off-trade and increasingly the GB on-trade continues to
be highly competitive, driven by consumer pressure, customer
buying power and the launch of heavily-invested competing
products.

The Group seeks to mitigate the impact on volumes and
margins through developing a focused portfolio approach,
innovation, strategic partnerships, the introduction of brand
propositions that are in tune with shifting consumer and
customer needs and through seeking cost efficiencies.

• Customers, particularly in the on-trade where the Group has
exposure through advances to customers, may experience
financial difficulties.

The Group monitors the level of its exposure carefully.
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Mitigation

RISKS AND UNCERTAINTIES RELATING TO COSTS AND
PRODUCTION
• Input costs may be subject to volatility and inflation and the
continuity of supply of raw materials may be affected by the
weather and other factors.

The Group seeks to mitigate some of these risks through longterm or fixed price supply agreements. The Group does not
seek to hedge its exposure to commodity prices by entering
into derivative financial instruments.

• Circumstances such as the loss of a production or storage
facility or disruptions to its supply chains or critical IT systems
may interrupt the supply of the Group’s products.

The Group seeks to mitigate the operational impact of such
an event by the availability of multiple production facilities, fire
safety standards and disaster recovery protocols, and the
financial impact of such an event through business interruption
and other insurances.

FINANCIAL RISKS AND UNCERTAINTIES
• The Group’s reporting currency is the Euro but it transacts in
foreign currencies and consolidates the results of non-Euro
reporting foreign operations. Fluctuations in value between the
Euro and these currencies including, in the case of Sterling,
resulting from the heightened risk of the UK leaving the European
Union, may affect the Group’s revenues, costs and operating
profits.

The Group seeks to mitigate currency risks, where appropriate,
through hedging and structured financial contracts to hedge
a portion of its foreign currency transaction exposure. It has
not entered into structured financial contracts to hedge its
translation exposure on its foreign acquisitions.

• The solvency of the Group’s defined benefit pension schemes
may be affected by a fall in the value of their investments, market
and interest rate volatility and other economic and demographic
factors. Each of these factors may require the Group to increase
its contribution levels.

The Group seeks to mitigate this risk by continuous monitoring,
taking professional advice on the optimisation of asset returns
within agreed acceptable risk tolerances and implementing
liability-management initiatives such as an enhanced transfer
value exercise which the Group conducted in FY2016 in
relation to its Irish defined benefit pension schemes.

FISCAL, REGULATORY AND POLITICAL RISKS AND
UNCERTAINTIES
• The Group may be adversely affected by changes in excise duty
or taxation on cider and beer in Ireland, the UK, the US and
other territories.

The Group seeks to mitigate this risk by playing an active
role in industry bodies and engaging with governmental tax
and regulatory authorities. In Ireland, we engage with the
Government in relation to excise duty reductions in support of
domestic producers. In the UK, the Group is a board member
of the National Association of Cider Makers and a steering
committee member of the all-party Parliamentary beer group. In
the US, we are active in the United States Association of Cider
Makers, which recently has worked to have legislation passed
in Washington that implements a revised definition for cider in
the US allowing higher carbonation more aligned to European
levels.

• The Group may be adversely affected by changes in government
regulations affecting alcohol pricing, sponsorship or advertising,
and product types.

Within the context of supporting responsible drinking initiatives,
the Group supports the work of its trade associations to
present the industry’s case to government.

• In June 2016 a referendum on UK membership of the European
Union is to be held. At the date of this report the outcome
cannot be predicted. The economic implications for the Group
of a vote in favour of the UK leaving the European Union cannot
yet be quantified, but are likely to be mixed. A lengthy period of
uncertainty would be unhelpful for forward investment.

The Group is carefully monitoring the debate on relevant issues
and will monitor its strategy accordingly.
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PRINCIPAL RISKS AND UNCERTAINTIES
(CONTINUED)

Risks and Uncertainties

Mitigation

LIABILITY-RELATED RISKS AND UNCERTAINTIES
• The Group’s operations are subject to extensive regulation,
including stringent environmental, health and safety and food
safety laws and regulations and competition law. Legislative
non-compliance or adverse ethical practices could lead to
prosecutions and damage to the reputation of the Group and its
brands.

The Group has in place a permanent legal and compliance
monitoring and training function and an extensive programme of
corporate responsibility.

• The Group is vulnerable to contamination of its products or
base raw materials, whether accidental, natural or malicious.
Contamination could result in a recall of the Group’s products,
damage to brand image and civil or criminal liability.

The Group has established protocols and procedures for incident
management and product recall and mitigates the financial impact
by appropriate insurance cover.

• Fraud, corruption and theft against the Group whether by
employees, business partners or third parties are risks,
particularly as the Group develops internationally.

The Group maintains appropriate internal controls and procedures
to guard against economic crime and imposes appropriate
monitoring and controls on subsidiary management.

EMPLOYMENT-RELATED RISKS AND UNCERTAINTIES
• The Group’s continued success is dependent on the skills and
experience of its executive Directors and other high-performing
personnel, including those in newly acquired businesses, and
could be affected by their loss or the inability to recruit or retain
them.

The Group seeks to mitigate this risk through appropriate
remuneration policies and succession planning.

• Whilst relations with employees are generally good, work
stoppages or other industrial action could have a material
adverse effect on the Group.

The Group seeks to ensure good employee relations through
engagement and dialogue.
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HOW WE ARE
CONFIGURED
HOW WE ARE CONFIGURED

C&C has five business segments, which
comprise:
IRELAND
This segment includes the sale of the
Group’s own branded products in the
Island of Ireland, principally Bulmers,
Magners, Tennent’s, Clonmel 1650,
Heverlee, Roundstone Irish Ale, Finches
and Tipperary Water. It also includes
the Gleeson beer, wine and spirits
distribution and wholesaling business and
the AB InBev brands (including Corona)
distributed by the Group in Ireland. The
primary Irish manufacturing plant is
located in Clonmel, Co. Tipperary.

SCOTLAND
This segment includes the sale of the
Group’s own branded products in
Scotland, with Tennent’s, Caledonia
Best, Heverlee and Magners the principal
brands. It also includes the Wallaces
Express wholesale business in Scotland,
the AB InBev brands distributed by
the Group in Scotland and the Group’s
share of the Drygate craft brewery joint
venture. The Scottish manufacturing plant
is located at the Wellpark Brewery in
Glasgow.

C&C BRANDS
This segment includes the sale of the
Group’s own branded products in
England & Wales, principally Magners,
Tennent’s, K cider, and Chaplin & Cork’s,
and also the distribution of Menabrea.
It also includes the production and
distribution of private label cider products.

NORTH AMERICA
This segment includes the sale of the
Group’s cider and beer products in the
US and Canada. The Vermont Hard Cider
Company manufactures the Woodchuck,
Wyder’s and Hornsby’s brands at its
cidery in Middlebury, Vermont, which are
distributed in North America alongside
Magners, Tennent’s and other C&C
brands. From March 2016 Pabst Brewing
Company will assume sales and marketing
responsibilities for the US under a long-term
agreement.

EXPORT
This segment includes the sale and
distribution of the Group’s own branded
products, principally Magners, Gaymers,
Blackthorn, Hornsby’s and Tennent’s
outside of the UK, Ireland and North
America, notably in continental Europe,
Asia and Australia. It also includes
the sale of some third party brands.
The Group operates mainly through
distributors in these markets.
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Ireland

FY2016
€m

FY2015
€m

Change
%

Revenue

358.1

409.7

(12.6%)

Net revenue

261.6

292.2

(10.5%)

Constant Currency(i)

- Price /mix impact

(4.3%)

- Volume impact

(6.2%)

Operating profit(iii)

49.0

59.3

(17.4%)

Operating margin
(Net revenue)

18.7%

20.3%

(1.6ppt)

1,711

1,824

(6.2%)

Volume – (kHL) Including
Gleeson
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revenue of 10.5%. Savings in distribution and overhead costs
were reinvested back into core brands with a 20% increase in
investment relative to FY2015. Operating profit(iii) decreased to €49
million and operating margin dropped 1.6ppt to 18.7%.

MARKET INSIGHT
• Positive consumer sentiment and an improving
macroeconomic outlook: In the 12 months to February 2016,
the Republic of Ireland LAD market grew by 0.7% in volume with
on-trade decline of 0.5% and off-trade growth of 2.4%. Off-trade
value declined by 0.5% as mainstream lager brands sought to
drive share gains through pricing(ii).
• Differentiation: The emergence of new entrants across the LAD
market and the growth of craft brands suggests a consumer
now more willing to experiment and try something different.
There is no doubt that innovation, authenticity and heritage are
more relevant to LAD now than they were two or three years
ago, although craft brands appear to command more share of
media voice and presence than volume at this stage.
• Weather: Through the key summer trading months, the weather
was very poor across Ireland with record lows in average
temperature. This resulted in big challenges for brands that
benefit from ‘refreshment’ and a tailwind for products with a
heavier taste profile. The cider category has been particularly
affected with no natural catalyst to switch on consumption
throughout the summer. This lack of catalyst had an impact
spanning beyond the summer trading months.
C&C PERFORMANCE
The second half of the year showed some modest improvement
as the impact of poor weather eased. The absence this year of a
trade stock build in the last quarter masks improving underlying
trends that point towards a stronger core performance in FY2017.
There are some positives to be highlighted in the Northern Ireland
results, the emergence of Heverlee and Clonmel 1650 and the
success of Corona. Nonetheless, FY2016 was a disappointing
year for our Irish team. Own brand LAD volume in the Island of
Ireland was down 11.0% with declines in both on and off-trade
channels due to the combination of adverse weather and greater
competitive intensity. Non-alcohol beverage was down 14.1% with
the loss of a number of private label contracts. Third party volume
was up 3.9% year on year with the first year of Corona distribution
proving to be a success. Overall, the combination of lower volume,
a negative mix shift between own and third party brands and stiffer
price competition in the off-trade channel meant a decline in net

CIDER
Cider net revenue in the Island of Ireland decreased by 16.0% of
which volume accounted for 13.3% and price/mix 2.7%. A very
poor summer and increased competition in LAD in the Republic of
Ireland resulted in cider performing below the wider LAD market.
In addition, a new cider competitor entered the market in the
Republic of Ireland. Bulmers brand volume, as a percentage of
LAD, slipped from 8.8% last year to 7.9%(ii). However, we believe
the position of the brand remains strong and defendable. The
most recent retail data highlights both an improvement in the cider
category performance and where the strength of the Bulmers
brand rests. The key consumer metric of rate of sale per point of
distribution is significantly stronger than any other cider brand and
the gap is widening. The Bulmers brand was heavily supported in
FY2016 with the ‘Not a Moment Too Soon’ campaign. Investment
will continue in FY2017 with greater emphasis on visibility at the
point of purchase and digital media.
BEER
Beer volumes were positive in the year. The recently acquired
Corona agency was particularly successful with volume in excess
of 80kHL in the first year. The Heverlee brand continued to deliver
outstanding results especially in Northern Ireland where volume
grew by 67%. The brand has only been in the market three years
and is already the number one premium lager. Clonmel 1650
consolidated its position with a solid performance in the Island of
Ireland. The Group is focussed on developing a range of niche and
premium brands in order to meet evolving consumer tastes and
the pipeline of activity for FY2017 is in good shape.
BRAND-LED WHOLESALE
The final elements of transition to a brand-led wholesale model
completed during the year. This included further distribution
network reconfiguration to improve efficiency. The unified customer
services centre is now set up, operational and supporting the
Island of Ireland salesforce. The senior management team was
refreshed during the year and the impact of distribution contract
losses are now largely behind us. The business enters FY2017
with an unrivalled brand portfolio, customer reach and conviction
that the brand-led wholesale model is the optimum model to meet
customer and consumer needs.

For note references to the Operations Review please see page 37.
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Scotland

FY2016
€m

FY2015
€m

Change
%

Revenue

339.8

362.6

(6.3%)

Net revenue

227.4

244.1

(6.8%)

Constant Currency(i)

- Price /mix impact

(0.8%)

- Volume impact

(6.0%)

Operating profit(iii)

37.9

42.7

(11.2%)

Operating margin
(Net revenue)

16.7%

17.5%

(0.8ppt)

1,414

1,504

Volume – (kHL)

30

(6.0%)

C&C GROUP PLC

ANNUAL REPORT 2016

MARKET INSIGHT
During the financial year, beer volume in Scotland declined by 2%.
The on-trade was down 4% while the off-trade decreased by 1%(ii).
The year on year decline in overall consumption is attributable to
two factors that should prove short-term in nature:
• Legislative change: The tightening of drink driving legislation
in December 2014 impacted consumption in the on-trade. The
out-of-town, rural, community and sports club sectors appear
to have suffered the impact more than most. Industry data
suggests a reduction in consumption of 6% during the first year
of the new legislation. Since the anniversary of implementation,
on-trade trends have improved and are now back in line with
long-term normalised rates.
• Weather: Like Ireland, Scotland endured a poor summer
through to the end of August with unseasonably cold and wet
conditions.
Despite the short-term dip, the fundamentals in Scotland remain
as they were from the perspective of Tennent’s. There have been
no material shifts in customer, competitor or consumer dynamics
and the region remains, from an economic perspective, one of the
most attractive LAD geographies in Western Europe.
C&C PERFORMANCE
Operating profits(iii) in Scotland declined by 11.2% to €37.9 million.
This is a consequence of a reduction in volume of 6.0% and a
corresponding decline in Net Revenue of 6.8%.

BUSINESS & STRATEGY

Leaving aside the market and operational headwinds, the health
scores on the Tennent’s brand are stronger than they have been
for many years. The Group increased brand investment on
Tennent’s in the year and enjoyed resounding success in digital
media with the “Wellpark” campaign and T5 five-a-side football
platform.
We have worked hard on developing our range of niche and
premium products to offer genuine choice to customers and
consumers. Heverlee, our authentic hand-crafted premium Belgian
lager, continues to make great progress in Scotland with volume
growth of 21.3% in the financial year. Menabrea, our premium
Italian lager, was seeded in key outlets this year, laying the
foundations for future growth.
Integrating the wider Tennent’s Caledonian Brewery and Wallaces
Express proved to be more time consuming and complex
than originally anticipated. But it is now complete and focus is
now very much on commercial execution. As with Ireland, the
brand-led wholesale model in Scotland offers an outstanding
service proposition with unparalleled range, customer reach,
order flexibility, sales contact and delivery capability. Backed by
a renewed focus on trade lending, there is a lot to be optimistic
about in FY2017.

The main factor in our top line contraction was the implementation
of the new drink drive legislation in Scotland and the resulting 6%
market impact in the on-trade. Broadly, our Scottish business
trended with the market. Our channel mix performance was
weaker than in recent years. Historically, we have enjoyed a good
run in developing market share within the Independent Free Trade
channel. However, the consolidation of the Wallaces Express
business during FY2016 caused some disruption to commercial
focus and performance in this channel in the first half of the year.

For note references to the Operations Review please see page 37.
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C&C Brands

FY2016
€m

FY2015
€m

Change
%

Revenue

177.0

198.7

(10.9%)

Net revenue

103.8

116.8

(11.1%)

Constant Currency(i)

- Price /mix impact

0.2%

- Volume impact

(11.3%)

Operating profit(iii)

10.5

10.5

0.0%

Operating margin
(Net revenue)

10.1%

9.0%

1.1ppt

1,273

1,435

(11.3%)

Volume – (kHL)
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C&C PERFORMANCE
After several years of declining profits as new entrants took share
in the cider category and pricing suffered, our core objective in
FY2016 was to stabilise C&C Brands. This has been successfully
achieved. Operating profits(iii) of €10.5 million for the year are in
line with FY2015. The earnings profile is as guided at the start of
the year with savings in commercial and distribution costs partially
reinvested in price to stabilise Magners brand share performance.
The Magners equity is not quite holding share yet but the core
of the proposition, Magners Original, is back in share growth
with volume up 1% for the year. The drag effect of draught and
fruit will have significantly less impact in FY2017. A number of
excellent national account wins contributed to a return to growth
for Magners in draught in the second half of the year and the scale
of Magners flavours is becoming less relevant to the equity. The
brand has good momentum going into the new financial year.

MARKET INSIGHT
Both the beer and cider markets in the UK remain challenging from
a brand owner perspective. The seasonality of cider means that
it is more weighted to summer and in a poor summer like 2015,
cider will suffer more than beer. Volume for the category was down
2% in FY2016 with the off-trade off 3%. Overall value dropped
2%(ii). The proliferation of LAD brands, excess supply capacity and
retailer power inevitably means a low margin environment for big
brand owners.
However, over the last 12 months, there have been some
changes to these dynamics with the emergence of retailer
driven rationalisation in the multiple grocers. This has led to a
contraction in ranges, creating a challenge for the later entrants
to the category. In this environment, the stronger brands that can
drive footfall or command premiums should prevail. At the same
time, consumers are generating incremental value opportunities
through the increasing desire to trade up via craft, boutique or
differentiated products. Whilst the headwinds for mainstream,
nationally distributed LAD brands will remain challenging, the UK
remains a very attractive market for authentic cider brand owners
and increasingly, for those who have the patience and willingness
to invest into the emerging premiumisation trend.

Across the rest of the portfolio there were some positives and
negatives. K cider recovered with volumes up 35% as a more
balanced route to market profile helped to rebuild distribution. We
are making good progress in niche speciality. Menabrea picked up
a number of distribution wins, displacing more established premium
Italian brands in the process. Chaplin & Cork’s continues to grow
and revenues exceeded €1m in the year. Across other Shepton
Mallet brands, performance was more challenging with price
deflation on branded products and own label squeezing the space
for tertiary brands.
Towards the end of the year the Group announced an agreement
with Pabst Brewing Company to distribute their portfolio across
the UK and Ireland. We believe the nature of the brands within
the Pabst portfolio to be very relevant to emerging retailer and
consumer trends in the UK and Ireland. Both parties are excited by
the opportunity. Pabst brands should prove to be a great addition
to the developing premium C&C portfolio across our domestic
markets that now encompasses Corona, Heverlee, Menabrea,
Clonmel 1650, Drygate, Chaplin & Cork’s as well as the core
domestic trio of Magners, Bulmers and Tennent’s(iv).

For note references to the Operations Review please see page 37.
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North America

FY2016
€m

FY2015
€m

Revenue

47.5

55.8

(14.9%)

Net revenue

45.3

53.2

(14.8%)

Constant Currency(i)

- Price /mix impact

Change
%

3.2%

- Volume impact

(18.0%)

Operating profit(iii)

0.6

1.7

(64.7%)

Operating margin
(Net revenue)

1.3%

3.2%

(1.9ppt)

265

323

(18.0%)

Volume – (kHL)
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MARKET INSIGHT (UNITED STATES)
The cider category was broadly flat in the year with growth in
the first half offset by decline in the second half of the year(ii). The
key shift in dynamic within the category appears to be a loss of
momentum from the commercial cider brands and the emergence
of regional and local craft ciders. Directionally, this is a trend that
should further premiumise the category. Retailers, distributors and
regional/authentic brand owners should benefit via pricing and
underlying sustainable category volume growth.
During the year a new category of Alcoholic Root Beer was
created in the US which has impacted development of the cider
category. Explosive growth delivered retail value slightly below the
cider category. The proposition is sweeter than cider. Time will tell
whether the phenomenon has any permanence. There is no doubt
that it has created a distraction for the commercial cider brand
owners as they switch focus onto Alcoholic Root Beer and it is
probable that cider consumers are experimenting with the new
products.
Anecdotally, the view from the trade appears to be that the stalling
of cider growth is temporary in nature and cider will continue
to build share of LAD over the long-term. Craft, authenticity,
naturalness are all attributes that cider carries and these should
eventually prevail over the latest disruptive ‘sweetness’ fad.
C&C PERFORMANCE (UNITED STATES)
The Group’s cider brands have had a challenging year with the
portfolio squeezed by slowdown in the category, the greater sales
and marketing power of the major international brewers and
the impact of a growing number of local craft producers. As a
consequence, our share of the category has come under pressure
and Woodchuck brand depletions were down 19%.
The Gumption brand proved a success in its first year with volume
accounting for 14% of the total Woodchuck range. The style
continued to gain listings throughout the year and the business is
confident of further growth in FY2017.
Shipments of Magners declined 6% due to our two largest clients
in the North East region merging, causing some operational
disruption. Brand performance stabilised in the second half and
we ended the year on a more positive note for Magners.

The big US news for C&C in the year was entering into a
partnership agreement with Pabst. Under the new arrangements,
we retain ownership of the US and import cider brands whilst
Pabst take on the sales and marketing of the portfolio. Ownership
of the cidery in Vermont stays with us and the brands will continue
to be made there. Pabst have an option to acquire the Group’s
business in the US (excluding any import brand rights) for a price
based on a predetermined mechanic.
Both parties are excited by the partnership and confident in
the opportunity it presents. Pabst are adding quality, premium,
authentic domestic and import ciders to their growing portfolio.
C&C are tapping into a significantly upweighted sales and
marketing capability.
The partnership arrangement is live from March 2016.

For note references to the Operations Review please see page 37.
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Export

FY2016
€m

FY2015
€m

Change
%

Revenue

24.5

21.8

12.4%

Net revenue

24.5

21.3

15.0%

Constant Currency(i)

- Price /mix impact

0.2%

- Volume impact

14.8%

Operating profit(iii)

5.2

4.7

Operating margin
(Net revenue)

21.2%

22.1%

178

155

Volume – (kHL)
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14.8%

C&C GROUP PLC

ANNUAL REPORT 2016

MARKET INSIGHT
It is difficult to collate data on worldwide cider trends. The
independent view suggests growth of 8%. Given the UK and
Ireland are approximately half the world’s cider sales and not
growing at the moment, this points to export markets for C&C
expanding anywhere between 15% and 20% per annum. We
are seeing good category development progress in Asia Pacific,
Europe and Africa and there are no reasons why the underlying
growth trends are likely to change in the near to medium term.
Consumers are drawn to cider because of its sweetness,
refreshment and authenticity. These attributes should continue to
deliver growth via increased penetration and new markets. At this
stage, the European and Asian brewers would appear to have
more interest in the emerging cider categories than the other major
brewers have.
The export market for Scottish alcohol is understandably
dominated by a focus on whisky. From what we are learning, the
desire for authentic high quality Scottish brands travels across
the alcohol space and we are seeing increased potential for the
Tennent’s brand in new markets.
C&C PERFORMANCE
Export includes all markets outside of the UK, Ireland and North
America. FY2016 was a good year for C&C with volume growth
of 22% on own brands translating into an operating profit of
€5.2m, an uplift of €0.5m relative to last year. Operating margins
at 21% are both solid and sustainable. Our export model utilises
surplus capacity in efficient plants based in Clonmel and Glasgow,
meaning a low cost model that allows for brand investment ahead
of the growth curve. 16% of net revenues were reinvested in
marketing in FY2016 to drive future growth.
Double digit volume growth was achieved on own brands in all
regions.
In Europe, the key markets of Italy and Spain delivered 10%
volume growth. Smaller western European cider markets such as
France and Portugal accelerated during the year. Our footprint in
Eastern Europe stepped up through a new distributor arrangement
with Stock Spirits covering Poland and potentially the Czech
Republic.

BUSINESS & STRATEGY

In Asia, volume grew 66% driven by good results coming from
Tennent’s Charger Lager in India. A contract has now been signed
with Mahou San Miguel to brew Tennent’s Charger, Tennent’s
Whisky Beer and a local Tennent’s India Pale Ale in India. Towards
the end of the year, a new agreement was entered into with
San Miguel Brewing Inc for Magners in Thailand. This should
significantly increase distribution reach for the brand. Further
deals covering a number of Asian countries are in the pipeline for
FY2017.
Performance in Australia significantly improved in FY2016 and the
relationship with Bacardi has recently been renewed for another
three years. The Magners brand grew 39% in volume terms
relative to last year. Magners Blonde, a low carbohydrate variant,
was launched during the year and shows promising early signs
of traction with the Australian consumer. We also concluded a
long-term agreement with Coca Cola Amatil, the leading drinks
distributor in New Zealand for distribution of Magners and
Tennent’s brands.
In Africa, two new distributor arrangements were agreed with
B2C and ABV covering South Africa. B2C will take on Tennent’s
whilst ABV will focus on developing our ciders. Early volume
performance in Tennent’s is ahead of expectations. Distribution
options in other African countries are quite narrow and selective at
this stage.
The authenticity and provenance of our Irish, English and Scottish
cider and beer brands fit well with the consumer opportunities
emerging in many markets. Our low cost export model is
already delivering decent growth from Magners and Tennent’s
internationally. The current strengthening of distribution alliances
across a number of countries should position us to accelerate the
growth and scale of Export within C&C.

Notes to the Operations Review
(i) On a constant currency basis; constant currency calculation is set out on page 43.
(ii) Per Nielsen/CGA/IRI Data.
(iii) Operating profit and profit for the year attributable to equity shareholders is before
exceptional items.
(iv) Brands where the Group has sales and marketing responsibility in a domestic
operating segment.
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C&C is reporting net revenue of €662.6 million
(down 3.1%), operating profit(i) of €103.2 million
(down 10.3%) and adjusted diluted EPS(ii) of
24.2 cent (down 11.0%).

On a constant currency basis(iii), net revenue has decreased by
8.9% with difficult trading conditions in our core segments of
Ireland and Scotland. A very poor summer in terms of weather and
increased competitive intensity adversely impacted sales volumes
in Ireland while the impact of tougher drink drive regulation
depressed LAD consumption in Scotland’s on trade. Despite
growth in Magners Original, overall volume and revenue decreased
in our C&C Brands segment with draught, flavours and private
label a drag on performance.
During the year, we increased our marketing investment by 5.5%
to €34.6m as we continue to support our brands. Marketing
investment in Ireland increased by 20% as we responded to a new
competitive threat in the cider category.
Clearly operational gearing magnifies the impact of net revenue
decline on operating profit in percentage terms. However, the
Group undertook a number of cost reduction initiatives cutting
back office costs and increasing supply chain efficiency to
partially mitigate the impact of revenue decline. This resulted in an
operating profit of €103.2m, a decrease of 13.2% on the previous
year on a constant currency basis.
Cash generation improved on last year and the business remains
conservatively geared. This balance sheet strength allowed us to
invest €76.6 million (including commission and related costs) in an
on-market share buyback programme, purchasing 20.85 million
shares at an average share price of €3.63. All shares acquired
during the current financial year were subsequently cancelled.
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FY2016 was a difficult year with challenges on a number of fronts.
However, a combination of recovering core markets, momentum
in our brands and the building blocks put in place in FY2016 gives
us confidence in our earnings prospects for the next financial year.
This confidence is reflected in a proposed increase to our final
dividend of 18.7% and a reaffirmation of our commitment to a
progressive dividend policy.
The key financial performance indicators are set out on pages 22
and 23.
ACCOUNTING POLICIES
As required by European Union (EU) law, the Group’s financial
statements have been prepared in accordance with International
Financial Reporting Standards (IFRSs) as adopted by the EU,
which comprise standards and interpretations approved by
the International Accounting Standards Board (IASB) and the
International Financial Reporting Interpretations Committee
(IFRIC), applicable Irish law and the Listing Rules of the Irish Stock
Exchange and the UK Listing Authority. Details of the basis of
preparation and the significant accounting policies are outlined on
pages 105 to 117.
FINANCE COSTS, INCOME TAX AND SHAREHOLDER
RETURNS
Net finance costs decreased to €8.6 million (2015: €8.8 million)(i).
While the Group’s average drawn debt for the year increased on
the prior year the Group benefited from a reduction in interest rates
post the negotiation of the Group’s 2014 multi-currency facility.
In addition, drawn debt during the current financial year was
predominately drawn in Euro at more favourable interest rates than
those payable in the prior financial year when the drawn debt was
predominately denominated in US Dollars.
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FY2016 WAS A DIFFICULT YEAR
WITH CHALLENGES ON A NUMBER
OF FRONTS. HOWEVER, A
COMBINATION OF RECOVERING
CORE MARKETS, MOMENTUM IN
OUR BRANDS AND THE BUILDING
BLOCKS PUT IN PLACE IN FY2016
GIVES US CONFIDENCE IN OUR
EARNINGS PROSPECTS FOR THE
NEXT FINANCIAL YEAR.

Net finance costs are also inclusive of an unwind of discount on
provisions charge of €0.8 million (2015: €0.9 million).
The income tax charge in the year excluding the credit in relation
to exceptional items and equity accounted investees amounted
to €13.8 million. This represents an effective tax rate of 14.6%, an
increase of 0.9 percentage points on the prior year. The Group is
established in Ireland and as a result it benefits from the 12.5%
tax rate on profits generated in Ireland. The main reason for the
increase in the effective tax rate year on year is due to the fact that
the Group had a greater proportion of its overall profits subject to
taxation outside of Ireland than in the prior financial year.
Subject to shareholder approval, the proposed final dividend
of 8.92 cent per share will be paid on 13 July 2016 to ordinary
shareholders registered at the close of business on 20 May 2016.
The Group’s full year dividend will therefore amount to 13.65 cent
per share, an 18.7% increase on the previous year. The proposed
full year dividend per share will represent a payout of 56.4%
(FY2015: 42.3%) of the full year reported adjusted diluted earnings
per share(ii). This increase in both the dividend per share and
payout ratio reflects confidence the stability of earnings and cash
generation capability of the core business.
A scrip dividend alternative will be available. Total dividends paid
to ordinary shareholders in FY2016 amounted to €39.6 million, of
which €34.8 million was paid in cash and €4.8 million or 12.1%
(FY2015: 16.2%) was settled by the issue of new shares.

As part of our capital allocation approach the Group undertook
share buybacks in FY2016. We invested €76.6 million (including
commission and related costs) in on market share buybacks,
purchasing 20.85 million shares at an average price of €3.63. Our
stockbrokers, Investec and Davy, conducted the share buyback
programme. All shares acquired during the current financial year
were subsequently cancelled.
Exceptional items
Significant restructuring took place during the year as we
moved toward a leaner operating platform in order to improve
competitiveness. Costs of €38.4 million were charged in FY2016
which, due to their nature and materiality, were classified as
exceptional items for reporting purposes. In the opinion of the
Board, this presentation provides a more helpful analysis of the
underlying performance of the Group.
The main items which were classified as exceptional include:(a) Restructuring costs: Restructuring costs of €18.2 million
comprising severance costs of €14.5 million and other costs of
€3.7 million. Severance costs primarily arose from the reduction
in headcount as a consequence of the recently announced
rationalisation of the Group’s manufacturing footprint and other
smaller reorganisation programmes. Other costs of €3.7 million are
directly associated with the restructure of the Group’s production
sites and provide for anticipated closure costs at Borrisoleigh and
Shepton Mallet.
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(b) Revaluation of property, plant and equipment: As a
consequence of our announced manufacturing rationalisation, the
Group engaged external valuers to value the surplus properties
in both locations in the current financial year. These valuations
resulted in an impairment of €16.0m accounted for in the Income
Statement.
(c) Integration costs: During the current financial year we incurred
costs of €3.0 million primarily in relation to the integration of the
previously acquired Wallaces Express with our existing Scottish
business.
(d) Acquisition related expenditure: We incurred costs of €0.7
million in assessment and consideration of strategic opportunities
during the year.
BALANCE SHEET STRENGTH, DEBT MANAGEMENT AND
CASHFLOW GENERATION
Balance sheet strength provides the Group with the financial
flexibility to pursue its strategic objectives. It is our policy to
ensure that a medium/long-term debt funding structure is in
place to provide us with the financial capacity to promote the
future development of the business and to achieve its strategic
objectives.
The Group has a €450 million multi-currency five year syndicated
revolving loan facility, which was negotiated during the prior
financial year. The facility agreement provides for a further
€100 million in the form of an uncommitted accordion facility
and permits the Group to have additional indebtedness to a
maximum of €150 million, giving the Group debt capacity of €700
million. The debt facility matures on 22 December 2019. At 29
February 2016 net debt(iv) was €163.0 million representing a net
debt:EBITDA(v) ratio of 1.3:1.
Brand values and goodwill are assessed for impairment on an
annual basis by comparing the carrying value of the assets with
their recoverable amounts using value-in-use computations. All
business segments had sufficient headroom. No reasonable
movement in any of the underlying assumptions would result in an
impairment in any of the Group’s business segments.
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Cash generation
Management reviews the Group’s cash generating performance
by measuring the conversion of EBITDA(v) to Free Cash Flow(vi) as
we consider that this metric best highlights the underlying cash
generating performance of the continuing business.
The Group’s performance during the year resulted in an EBITDA(v)
to Free Cash Flow(vi) conversion ratio pre exceptional costs of
103.1% (FY2015: 61.3%). Including exceptional costs, the Free
Cash Flow conversion ratio is still exceptionally strong at 92.5%
(FY2015: 58.8%). A reconciliation of EBITDA to operating profit/
(loss) is set out below.
A summary cash flow statement is set out in Table 2 on page 41.
Table 1 – Reconciliation of EBITDA(v) to Operating profit/
(loss)
2016

2015

€m

€m

Operating profit/(loss)

64.8

(58.4)

Exceptional items

38.4

173.4

103.2

115.0

19.4

24.9

122.6

139.9

Operating profit before exceptional
items
Amortisation/depreciation
EBITDA(v)
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Table 2 – Cash flow summary

EBITDA(v)

2016

2015

€m

€m

122.6

139.9

Working capital

50.1

(8.4)

Advances to customers

(1.1)

(3.1)

Capital expenditure

(9.7)

(21.9)

Disposal proceeds

0.5

17.8

Net finance costs

(5.7)

(9.1)

Tax paid

(10.2)

(12.8)

Exceptional items paid

(13.0)

(3.4)

(6.5)

(6.4)

(13.6)

(10.3)

Pension contributions paid
Other

(vii)

Free cash flow(vi)

Free cash flow conversion ratio
Free cash flow(vi)
Exceptional cash outflow
Free cash flow excluding exceptional cash outflow
Free cash flow conversion ratio excluding exceptional cash outflow

113.4

82.3

92.5%

58.8%

113.4

82.3

13.0

3.4

126.4

85.7

103.1%

61.3%

113.4

82.3

0.5

1.0

Reconciliation to Group Condensed Cash Flow Statement
Free cash flow(vi)
Proceeds from exercise of share options
Shares purchased under share buyback programme

(76.6)

(30.0)

Drawdown of debt

25.0

335.8

Repayment of debt

(0.1)

(337.6)

-

(2.0)

(3.3)

(13.6)

-

(0.5)

(34.8)

(29.5)

Payment of issue costs
Acquisition of business/deferred consideration paid
Acquisition of equity accounted investees
Dividends paid
Net increase in cash & cash equivalents

24.1

5.9

Notes to the Chief Financial Officer’s Review
(i) Operating profit and net finance costs are before exceptional items.
(ii) Adjusted basic/diluted earnings per share (‘EPS’) is before exceptional items. Please see note 9 to the financial statements.
(iii) Constant currency calculation is set out on page 43.
(iv) Net debt comprises borrowings (net of issue costs) less cash & cash equivalents.
(v) EBITDA is earnings before exceptional items, finance income, finance expense, tax, depreciation and amortisation charges.
(vi) Free Cash Flow (‘FCF’) is a non GAAP measure that comprises cash flow from operating activities net of capital investment cash outflows which form part of investing activities.
FCF highlights the underlying cash generating performance of the on-going business. A reconciliation of FCF to Net Movement in Cash & Cash Equivalents per the Group’s Cash
Flow Statement is set out above.
(vii) Other relates to share options add back, pensions charged to operating profit before exceptional items, net profit on disposal of property, plant & equipment and exceptional
non-cash items less exceptional items add back.
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RETIREMENT BENEFIT OBLIGATIONS
In compliance with IFRS, the net assets and actuarial liabilities
of the various defined benefit pension schemes operated by
the Group companies, computed in accordance with IAS 19(R)
Employee Benefits, are included on the face of the Group balance
sheet as retirement benefit obligations.
In the current financial year the Group offered deferred members of
its two ROI defined benefit schemes an opportunity to transfer out
of the schemes, giving the deferred member greater control and
flexibility over their pension arrangements. The closing liability of
the two ROI defined benefit schemes as at 29 February 2016 is a
deficit of €32.7 million and this includes an obligation to pay €10.0
million to deferred members who opted to transfer out of the
schemes. This €10.0 million liability is classified as a current liability
in the financial statements of the Group as at 29 February 2016.
The NI defined benefit pension scheme is reporting a surplus of
€4.7 million as at 29 February 2016.
We finalised the actuarial valuations of the defined benefit
schemes in FY2016. As a result of these updated valuations new
funding arrangements have been put in place. For the staff defined
benefit scheme, these arrangements commit the Group to funding
contributions at 22% of pensionable salaries per annum to meet
the cost of future service benefits for active members. In addition,
there will be a lump sum deficit funding contribution of €3.1 million
per annum until the next valuation date. For the NI defined benefit
pension scheme, currently in surplus, we have committed to
contributions of £0.1 million per annum. Negotiations with respect
to ongoing funding of the Group’s executive ROI defined benefit
pension scheme are ongoing.
There are 4 active members in the NI scheme and 63 active
members (less than 10% of total membership) in the ROI
schemes.
At 29 February 2016, the retirement benefit obligations on the IAS
19(R) Employee Benefits basis amounted to €28.0 million gross
and €24.9 million net of deferred tax (FY2015: €33.6 million gross
and €29.7 million net of deferred tax). The movement in the deficit
is as follows:
€m

Deficit at 1 March 2015

33.6

Employer contributions paid

(6.5)

Actuarial loss

5.1

Credit to the Income Statement

(4.5)

FX adjustment on retranslation

0.3

Net deficit at 29 February 2016

28.0
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The decrease in the deficit from €33.6 million to €28.0 million is
primarily driven by the employer contributions of €6.5 million and
a gain in the Income Statement of €4.5 million which primarily
arises from a settlement gain with respect to deferred members
who opted to transfer out of the defined benefit schemes. All other
significant assumptions applied in the measurement of pension
obligations at 29 February 2016 are broadly consistent with those
as applied at 28 February 2015.
FINANCIAL RISK MANAGEMENT
The most significant financial market risks facing the
Group continue to include foreign currency exchange rate
risk, commodity price fluctuations, interest rate risk and
creditworthiness risk in relation to its counterparties.
The Board of Directors set the treasury policies and objectives
of the Group, the implementation of which are monitored by the
Audit Committee. There has been no significant change during the
financial year to the Board’s approach to the management of these
risks. Details of both the policies and control procedures adopted
to manage these financial risks are set out in detail in note 22 to
the financial statements.
Currency risk management
The reporting currency and the currency used for all planning and
budgetary purposes is the Euro. However, as the Group transacts
in foreign currencies and consolidates the results of non-Euro
reporting foreign operations, it is exposed to both transaction and
translation currency risk.
Currency transaction exposures primarily arise on the Sterling,
US, Canadian and Australian Dollar denominated sales of our
Euro subsidiaries. We seek to minimise this exposure, when
economically viable to do so, by maximising the value of subsidiary
foreign currency input costs and creating a natural hedge. When
the remaining net exposure is material, we manage it by hedging
an appropriate portion for a period of up to two years ahead.
Forward foreign currency contracts are used to manage this risk
in a non-speculative manner. There were no outstanding forward
foreign currency contracts as at the year-end date.
The effective rate for the translation of results from Sterling
currency operations was €1:£0.7281 (year ended 28 February
2015: €1:£0.795) and from US Dollar operations was €1:$1.1018
(year ended 28 February 2015: €1:$1.295).
Comparisons for revenue, net revenue and operating profit for
each of the Group’s reporting segments are shown at constant
exchange rates for transactions by subsidiary undertakings in
currencies other than their functional currency and for translation
in relation to the Group’s Sterling and US Dollar denominated
subsidiaries by restating the prior year at FY2016 effective rates.
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Year ended
28 February
2015

FX
Transaction

FX
Translation

Year ended
28 February
2015
Constant
currency
comparative

€m

€m

€m

€m

Revenue
Ireland

403.2

-

6.5

409.7

Scotland

332.2

-

30.4

362.6

C&C Brands

182.0

0.3

16.4

198.7

47.5

-

8.3

55.8

North America
Export

21.6

0.2

-

21.8

Total

986.5

0.5

61.6

1,048.6

Ireland

286.9

-

5.3

292.2

Scotland

223.6

-

20.5

244.1

C&C Brands

107.0

0.3

9.5

116.8

Net revenue

North America

45.3

-

7.9

53.2

Export

21.1

0.2

-

21.3

Total

683.9

0.5

43.2

727.6

Operating profit
Ireland

59.1

(1.0)

1.2

59.3

Scotland

39.2

(0.1)

3.6

42.7

C&C Brands

10.4

(1.0)

1.1

10.5

1.5

(0.1)

0.3

1.7

North America
Export
Total

Applying the realised FY2016 foreign currency rates to the
reported FY2015 revenue, net revenue and operating profit
rebases the comparatives as shown in Table 3 above.
COMMODITY PRICE AND OTHER RISK MANAGEMENT
The Group is exposed to commodity price fluctuations, and
manages this risk, where economically viable, by entering into
fixed price supply contracts with suppliers. We do not directly
enter into commodity hedge contracts. The cost of production is
also sensitive to variability in the price of energy, primarily gas and
electricity. Our policy is to fix the cost of a certain level of its energy
requirement through fixed price contractual arrangements directly
with its energy suppliers.

4.8

(0.1)

-

4.7

115.0

(2.3)

6.2

118.9

The Group seeks to mitigate risks in relation to the continuity of
supply of key raw materials and ingredients by developing trade
relationships with key suppliers. We have over 60 long-term apple
supply contracts with farmers in the west of England and have an
agreement with malt farmers in Scotland for the supply of barley.
In addition, the Group enters into insurance arrangements to cover
certain insurable risks where external insurance is considered by
management to be an economic means of mitigating these risks.
Kenny Neison
Group Chief Financial Officer
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We are supporting the implementation of minimum unit pricing in
Scotland, the Republic of Ireland and Northern Ireland.
We became the first drinks company in the UK and Ireland to display
calorie information on our packaging.
We communicated the calorie content of our draught products in
outlets.
We are working with Governmental bodies, Drinkaware and police
forces on initiatives to improve the safety of the night time economy.
C&C made a significant contribution to the new US Cider Bill which has
now been passed as legislation and will help improve the quality of cider
products in the US.
The Tennent’s Training Academy provides high quality hospitality
industry training, now having trained over 20,000 people.
We have made significant charitable contributions at local and national
level.
Efficiencies at our manufacturing sites have meant that our energy
consumption per hectolitre fell by 6%.
Our two largest production sites, Clonmel and Wellpark, sent zero
waste to landfill.
Health and Safety programmes have delivered a significant reduction in
the number of injuries resulting in lost-work days.
Our commitment to the environment and agriculture is extremely high.
During the last 12 months we pressed over 83,000 tonnes of fruit.
We pay the appropriate and required level of tax in the different
countries we operate in and remit substantial amounts of alcohol duty.
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INTRODUCTION

Ensuring that the group operates in an
environmentally and socially responsible
way is one of our key values. We operate a
range of policies that ensure we deliver the
demands of our stakeholders.

COMMUNITY ENGAGEMENT
It is important to us that we operate as good citizens in our
communities. We focus our efforts on activities that benefit our
local areas. We work hard to ensure we have a positive impact
on the communities in which we operate. A significant part of
this is our approach to charitable activities where we support
a wide range of charities particularly those that have a local
impact in relation to our operating facilities.

In Northern Ireland we are on target to raise £18,000 for PIPS
(Public Initiative for Prevention of Suicide and Self-Harm). We
provide financial support to the on-trade sector through our
lending facilities. This has enabled many customers to improve
the quality of their premises, enabling them to continue to play an
important role in their local communities. Additionally, we continue
to recognise the importance of the wider hospitality sector through
our partnership with Tourism Northern Ireland.

The Group takes its responsibilities as a corporate citizen
seriously. This includes respecting and complying with local
tax laws and paying the required levels of tax in the different
countries where we operate. We claim the allowances and
deductions that we are properly entitled to, for instance, on the
investment and employment that we bring to our communities.
We benefit from having always been an Irish company,
established in the Republic of Ireland’s low tax environment,
with our major Irish cider production unit located in Clonmel
and the Group headquartered in Dublin. The majority of the
Group’s profits are earned in ROI and the UK, which both have
competitive corporation tax rates compared with the European
average. In ROI and the UK we remit substantial amounts of
duty on alcohol production.

In the Republic of Ireland, we continue to use our brands to raise
money for local charities. Our partnership between BUMBLEance,
the Children’s National Ambulance Service, and Tipperary Kidz
Water helps to provide a unique, child-centred professional
ambulance transport service, catering for the needs of seriously
ill children en-route to and from principal centres of care. We
donated €10,000 to the charity to enable them to manufacture
a Bumble Bee soft toy for a promotion with a large retailer. In
addition we have donated in the region of €5,000 to Barrettstown
Kids Camps, which host specially designed programmes where
children with a serious illness can attend, have some fun and
meet other children from all over Europe. We support the Musical
Youth Foundation, an organisation that provides music lessons to
children in disadvantaged areas. We have also donated free stock
of Finches and Tipperary Water to a wide range of other local
projects and charities.

IRELAND
We support a diverse range of sporting and live music events as
well as charities and community projects across Ireland.
Our partnerships with large sporting events includes horse
racing, endurance events and the city marathons in Dublin and
Cork. Additionally, Tennent’s NI has partnered with the Irish
Football Association, supporting football at both a national
and local level. We also support a number of live music events
including Tennent’s Vital, which is Northern Ireland’s biggest
music festival. The annual sponsorship of this and other live
music events by Tennent’s NI helps bring world-class musicians
to Northern Ireland. In ROI, we support the Forbidden Fruit
Festival, the Kilkenny Trad Festival, Junction Festival in Clonmel
and Bulmers Live at Leopardstown, which sees live music acts
alongside evening racing events.

We are extremely proud to be involved with the Quinn School of
Business in University College Dublin where we support students
with scholarships and work placements in a scheme in memory of
our late chairman, Tony O’Brien.
We support a number of local schools by providing student
work experience opportunities at our Clonmel production site for
students in technical and manufacturing subjects as well as places
in our Marketing, Finance and Customer Service departments in
Dublin and Belfast.
During the last year we announced the closure of our production
facility in Borrisoleigh and an expansion in investment and
additional jobs in Clonmel. We are working with the community in
both areas to ensure that the transition is as smooth as possible.
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SCOTLAND
We provide financial support through trade lending to on-trade
customers. In FY2016 we advanced more than £5 million to
enable customers to improve the quality of their establishments
and help them play an important role in the local communities.
We have a broad range of charitable activities including KidsOut
Scotland where we organised a charitable dinner that raised
over £50,000; and our support of PUBAID which highlights the
charitable work carried out by UK pubs and which sees £100m
raised annually. A key charitable initiative is the Goals for Charity
campaign between Celtic FC and Magners Irish cider where we
donated £150 for every goal scored to the Celtic FC Foundation,
which raised approximately £18,500. This donation enabled
Magners, the Tennent’s Training Academy and Celtic Charity
Foundation to develop a programme to support 12 long-term
unemployed adults to take part in a 10-week course focussed
on developing skills in the hospitality industry as a gateway to
securing future employment.
We recently pledged support to a charity called “Voice-Over”,
based in Glasgow, which supports immigrants by embarking
upon the social enterprise of providing translation services. We are
helping this charity with funding, advice and translation requests
and this is an example of how we aim to use our charitable activity
to help those affected by poverty and inequality.
We provide valuable support to those setting out on a career in
the pub and hospitality industry. The Tennent’s Training Academy,
which offers a wide range of training programmes with nationally
recognised qualifications in all aspects of the hospitality industry,
has now trained over 20,000 people. The Tennent’s Training
Academy has expanded its operations and now provides a wider
range of courses than ever before. We also have four modern
apprentices currently working at Wellpark.

Tennent’s is the founding partner of T in the Park, one of the top
music festivals in Europe, which brings some of the world’s biggest
music stars to Scotland. Staged at the stunning Strathallan Castle
in Perthshire, the festival is now in its 23rd year and is attended
by 85,000 people per day over the three days of the event. As
well as being the highlight of the summer for tens of thousands of
music lovers, T in the Park generates over £15m for the Scottish
economy. Tennent’s is also committed to Scotland’s unsigned
music talent via T Break. Now in its 21st year, this highly credible
music programme has seen global artists like Snow Patrol, Biffy
Clyro, Travis and Paolo Nutini showcase their talent at the T Break
stage at T in the Park.
The Drygate Brewery opened on our site in Glasgow in 2014. This
joint venture brings craft beer and a superb retail establishment
to the east end of Glasgow. This provides a useful resource for
people living and working in the area and has hosted many cultural
events such as music and comedy nights, which have proved very
popular.
ENGLAND
During the last 12 months we announced the decision to cease
cider production at our facility in Shepton Mallet. However, we will
continue to press apples and other fruits in the cider mill. We have
been working with the local community and local politicians and
government to ensure that the best possible outcome is achieved
for employees and the community.
Our commitment to the agricultural environment and apple
growers of England is undiminished and we support Somerset
Orchards by participating in the “Keep Somerset Orchards Alive”
project.
NORTH AMERICA

WE SUPPORT A WIDE RANGE
OF CHARITIES PARTICULARLY
THOSE THAT HAVE A LOCAL
IMPACT IN RELATION TO OUR
OPERATING FACILITIES.
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THE BIGGEST RECIPIENT
OF OUR CHARITABLE
DONATIONS CONTINUES
TO BE SURVIVORSHIP NOW,
A CANCER SURVIVOR AND
SUPPORTER ORGANISATION
THAT HELPS BRIDGE THE
GAP BETWEEN CANCER
TREATMENT AND RECOVERY.
In FY2016, Vermont Hard Cider Company donated over $75,000
to local groups and charities. The biggest recipient of our
charitable donations continues to be Survivorship NOW, a cancer
survivor and supporter organisation that helps bridge the gap
between cancer treatment and recovery. We donated $30,000
to the organisation and are in our third year of producing our
Woodchuck Private Reserve Pink Cider in their honour.
We also donated over $10,000 to the Vermont Foodbank both in
an outright donation of $5,000 and by our staff participating in a
“pick for your neighbour” event where our staff picked the apples
for the Foodbank and we made a contribution to the orchard to
cover the cost of the apples.
We have also upheld our commitment to our orchard partners in
the state of Vermont. During 2016 we participated in Earth Week.
For each new Facebook like we received during that week, we
planted a tree in that person’s name. As a result of this year’s
activity we planted 4,546 new trees. Since the earthquake in 2010
the Vermont Hard Cider Company has planted over 50,000 trees.
We ran a similar promotion to plant fruit trees by raising money
which funds research into apple growing. Over $16,000 has been
raised since 2013.
We have a long-term view relating to apple growing and are
funding a study to promote the growing and harvesting of cider
specific apples in Vermont in an environmentally friendly way by
using less treatment on the trees. The test involves 40 acres of
orchard that is managed using cider specific techniques. The
inputs and yields will be carefully tracked over the initial three years
of the study. Vermont Hard Cider Company has provided funding
for this initiative through $300,000 in payments for apples above
market value and through a $200,000 loan to the orchard to
enable it to purchase additional acreage.

RESPONSIBLE DRINKING
Public Policy Leadership
As a relatively small manufacturer, closely linked to our local
communities, we focus our attention on initiatives that will directly
affect these communities. This means we are not members of
large national bodies, such as the Portman Group, as we believe
the approach taken by these bodies does not best serve our
objectives and those of our communities.
We are members of the National Association of Cider Makers
(NACM) which works closely with apple growers and the
agricultural communities in cider regions, and we have a seat
on the board of the organisation. This has put us at the heart of
many UK Government discussions relating to the responsible use
of alcohol. The NACM is also engaged with tax and regulatory
departments and opinion-forming bodies having an interest in
cider and alcohol generally. The 2016 UK Government budget saw
duty frozen for another 12 months on beer and cider.
On the global cider stage we are active in the United States
Association of Cider Makers (USACM) and we are delighted
that legislation has recently been passed in Washington that
implements a revised definition for cider in the US allowing higher
carbonation, which is more aligned to European levels.
Within Europe we are corporate members and key influencers
within the European Cider and Fruit Wine Association (AICV).
Working with these and other organisations enables us to press
for consistency in cider definitions across the world, which is
important for our global expansion aspirations.
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ADDITIONALLY, WE
CONTINUE TO RECOGNISE
THE IMPORTANCE OF THE
WIDER HOSPITALITY SECTOR
THROUGH OUR PARTNERSHIP
WITH TOURISM NORTHERN
IRELAND.

Local Government
A large number of local authorities in England and Wales have
implemented restrictions on the sale of high-strength beer
and cider. We have a very small commercial interest in these
products. However, we are concerned by the precedent such local
legislation sets. In order to achieve some balance to the schemes
we have appeared at a Westminster committee hearing in the
House of Commons.
Public Health Responsibility Deal UK
We continue to support the eHealth responsibility deal
pledges that were made in March 2012 and are delivering our
commitments against these pledges. We have disposed of
high-strength cider brands and launched lower alcohol strength
products to deliver our units reduction pledge.
Nutrition
We believe that consumers should be given information about
what they are consuming in order to make their own informed
choices. For that reason from February 2016 we became the first
drinks producer in the UK and Ireland to voluntarily add calorie
information to our packaging. Tennent’s Lager was the first
product to show calorie information and we are planning to add
this information to the rest of our portfolio over the course of the
next year.
In Australia, we launched Magners Blonde. This low carb version
of Magners has 85% lower carbohydrates than other ciders and
no added sugar.
These pioneering initiatives are further proof of our commitment
to ensuring a sustainable relationship between ourselves, our
products and our communities.
Drinkaware
We are funders of Drinkaware, which performs the valuable role
of equipping consumers with information about their drinking.
We also promote Drinkaware on our packaging and advertising
materials.
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Best Bar None
As part of our strategy of focusing on local customers and
consumers with responsible drinking messages and activity, we
are a member of the Best Bar None scheme. The aim of this
scheme is to improve the night time economy of many Scottish
high streets, making them safer and more enjoyable places to be.
Scottish Government Alcohol Industry Partnership (SGAIP)
Tennent’s was a founding member of the SGAIP. The SGAIP
has undertaken various initiatives over the last 12 months. The
SGAIP has evolved into a forum, which facilitates greater focus on
effective schemes and reduces bureaucracy. We chaired this new
forum during its transition stage. The current focus of the SGAIP
is on increasing the availability of small wineglasses in the Scottish
on-trade and reducing underage purchasing of alcohol.
Legislation relating to Tied Pubs
The UK Small Business Enterprise and Employment Act 2015
includes provisions giving pub tenants the opportunity to opt out
of the tied arrangements requiring them to buy beer and cider
from the owner of the pub and to choose to pay market rent for
the premises instead. These provisions currently only apply in
England and Wales. The Scottish Government is carrying out a
study to determine how or if similar legislation should be applied
to Scotland. We are strong supporters of implementing this
legislation and are contributing to the study.
Minimum Unit Pricing
The Scottish Government has passed legislation to introduce
minimum pricing for alcohol. During 2015 this legislation was the
subject of a European Court of Justice hearing. The final opinion
of the European Court of Justice, published in December 2015
indicates that the Scottish Government can implement minimum
unit pricing provided it can be shown to the satisfaction of the
national courts that it is the most effective measure. The Scottish
Government is pushing ahead with this final stage of the legal
process. We believe that minimum unit pricing is an important step
in tackling irresponsible consumption of alcohol and, as such, we
remain highly supportive of its implementation.
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The Governments in Ireland, both in the North and in the Republic,
are also proposing to implement minimum unit pricing and we are
supporting these plans as well.
Responsible Drinking Initiatives
We are committed to promoting responsible drinking in all the
markets in which we operate. In addition to adhering to the
relevant guidelines and legislation, we have also implemented
a number of additional programmes to promote responsible
drinking.
The Irish Government unveiled its Alcohol Bill 2015 during the
year which includes many far-reaching initiatives to tackle the
harm created by the misuse of alcohol in Ireland. This includes the
introduction of minimum unit pricing, restrictions on advertising
and improvements in health labelling. We have welcomed these
initiatives as we believe that it is important to balance consumers’
relationships with alcohol in order to maintain a sustainable
business.
We also expanded the distribution for our 0% version of Tennent’s,
Hee Haw, and, as part of our plan to have a wide range of alcohol
free alternatives, we launched Magners 0% alcohol cider during
the year.
We have further developed our non-alcoholic product range,
with increased marketing and promotion behind the Finches and
Tipperary brands in Ireland, and we launched our new JWV+ soft
drink product.
At T in the Park, Tennent’s operated ‘Be Chilled’ at T in the Park,
which comprises a facility for consumers camping at the festival to
pre-order and collect chilled Tennent’s Lager to encourage trading
down.
ENVIRONMENTAL IMPACT & ENERGY
Our operations teams in each of the Group’s manufacturing
facilities actively work to reduce our impact on the environment.
Their focus is on the reduction in consumption of energy, water
and other raw materials as well as waste going to landfill and
greenhouse gas (GHG) emissions. We also actively review
mechanisms whereby we can increase transportation efficiency.
FY2016 was the first full year that our Borrisoleigh plant could be
incorporated into the data for comparison.
In comparison to FY2015, the total electricity used per hectolitre
of products produced in our manufacturing sites at Wellpark,
Borrisoleigh and Shepton Mallet reduced by a further 6%. The
factors contributing to this performance included awareness
and improvement programmes on each of the sites and a range
of targeted investments, most notably a €1m investment in the
Wellpark Brewery refrigeration system.
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Our manufacturing sites at Clonmel and Shepton Mallet are
accredited with the Environmental Management Standard ISO
14001; the facility at Clonmel is also accredited to the Irish Energy
Management Standard IS EN 16001:2009, and works closely with
the Sustainable Energy Authority of Ireland (SEAI). Clonmel was reaccredited to the ISO 50001:2011 Energy Management Standard.
These standards require us to demonstrate the systematic
management of energy leading to a decline in GHG emissions.
At Clonmel and Borrisoleigh 100% of the electricity provided
by our electricity supplier comes from renewable sources. Our
environmental management systems at Wellpark are aligned with
Clonmel and Shepton Mallet and met their regulatory targets in
FY2016. In the UK, we avail of the Government’s small emitters
opt out scheme.
SUSTAINABLE LOGISTICS
We continually review our supply chain to ensure we are
optimised, both in respect of footprint and customer service.
In the past 12 months, our distribution partner in the Republic of
Ireland has upgraded its fleet with 20 new tractor units. All of these
units meet the requirements of the Euro 6 EU Regulations for
diesel engines, meaning lower levels of harmful exhaust emissions
and greater fuel efficiency. In our secondary distribution fleet
through improved transport planning, we have removed a total of
14 trucks from the fleet and from contractors and have significantly
reduced our road haulage mileage.
In the past 12 months our distribution partner in England and
Wales has also invested in fleet efficiency, with £13m spent on
new trucks and trailers and £2m invested in trailer tracking and
traffic management systems.
PACKAGING
We continue to benchmark our SKU’s to ensure that we take
every opportunity to light-weight our packaging and make full
use of recyclable materials. We work with our multinational
suppliers in this area to make best use of their expertise, and we
also look at efficiencies in the supply chain. For example, we are
currently engaged in partnership with our main glass supplier on
their continuous improvement project initiative to ensure we are
achieving maximum efficiencies, value and quality on glass across
all our plants, and the wider supply chain.
In line with our pledge to promote responsible drinking, all our
labels contain information on alcohol units, Chief Medical Officer
guidelines and health warnings. In a new initiative, we have
also introduced alcohol units per serving on our newly branded
Tennent’s glassware range.
We have also made a voluntary commitment to include calorie
information on our products, and have already rolled this out on
our Tennent’s cans.
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IN IRELAND AND THE UK,
THROUGH OUR COMMITMENT
TO RURAL DEVELOPMENT,
WE SUPPORT ORCHARD
GROWERS WHO MANAGE
OVER 2,000 HECTARES OF
ORCHARDS FOR APPLES
USED DIRECTLY IN THE
PRODUCTION OF OUR CIDER.
CARBON CONSUMPTION
The Group continuously monitors the impact of its operations on
the climate and we look to reduce our GHG emissions. We assess
and manage climate change related risks and opportunities,
including the impact on the availability and security of our sources
of raw materials, such as aquifers, orchards and maltings.
The Group participates in the Carbon Disclosure Project (CDP)
Supply Chain Programme and CO2 emissions for the Group are
evaluated annually. The Group has historically scored highly in
the CDP Ireland Report, showing disclosure scores which are
amongst the best in its sector. This year’s disclosures to CDP will
include data for Wallaces Express and Gleeson for the first time, as
we continue the ongoing process of expanding data collection and
reporting across our more recently acquired businesses. Scope
1 and 2 CO2 emissions in FY2016 are broken down across our
manufacturing sites as follows:
Clonmel:
Shepton Mallet:

7,646 tonnes
7,622 tonnes

Wellpark:

16,631 tonnes

Gleeson:

6,874 tonnes

Vermont:

2,938 tonnes

Others:

3,360 tonnes

This equates to an overall reduction in carbon emissions of 12%
for Scope 1 emissions and 11.5% for Scope 2 emissions and
a 5% reduction in carbon emissions per hectolitre of finished
product. During FY2016, audits have been carried out across our
sites to identify carbon savings.
In Ireland and the UK, through our commitment to rural
development, we support orchard growers who manage over
2,000 hectares of orchards for apples used directly in the
production of our cider.
We ensure compliance with national packaging regulations for all
our products placed into the marketplace.
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WASTE
We have systems in place across all manufacturing sites working
towards maximising the recycling of waste we produce and
minimising what we send to landfill.
In FY2016, both Clonmel and Wellpark sent zero process waste
to landfill. This was due to general waste reduction, increased
waste stream segregation allowing more recycling, manual sorting
of residual general waste to remove any recyclable materials and
then sending the residue to a Refuse Derived Fuel (RDF) facility
where electricity is generated. At Shepton Mallet, general waste
volume for the year has dropped a further 7%. This equates to a
reduction of 57% since FY2012 through improved segregation
and recycling. Borrisoleigh achieved a reduction in waste going to
landfill of 42% after successful segregation and recycling initiatives
were implemented there.
WATER
At all the Group’s manufacturing sites, water preservation and
management is an important business consideration and we
continue to monitor the usage of water per hectolitre of finished
product from each manufacturing facility and across our supply
chain. Each year the Group participates in the CDP Water
Disclosure initiative in ROI and the UK.
In FY2016, our total water usage is equivalent to 3.6 hectolitres
of water used per hectolitre (hl/hl) of product produced, which
is significantly better than the recognised industry benchmark
of 4 hl/hl. Across the Group, we also have projects in place on
brewery condensate recovery, reclaiming pasteuriser and bottle
rinse water, fruit processing, and minimising plant and process
cleaning systems.
PROCUREMENT
Our procurement and technical services teams actively review
and assess our suppliers’ track record in environmental
management, health and safety, sustainability and corporate
social responsibility through our tendering processes and ongoing
supplier reviews. This ensures that corporate social responsibility
is part of sourcing decisions and sourcing strategies for new
suppliers. This also allows us to develop a consistent approach to
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relationship management and supplier segmentation on supplier
diversity, with an open dialogue encouraging best practice sharing
and innovation that can be applied more widely.
We do not condone and will not knowingly participate in any form
of human exploitation, including slavery and people trafficking.
We refuse to work with any suppliers or service providers
who knowingly participate in such practices or who cannot
demonstrate to us sufficient controls to ensure that such practices
are not taking place in their supply chains. We have recently
updated our Sustainable and Ethical Procurement Policy and are
circulating it to suppliers. We also carry out diligence audits and
checks on our suppliers to ensure that they have in place and
adhere to appropriate ethical policies.
We seek to support suppliers of our key raw materials such
as barley and wheat through entering into long-term supply
arrangements with them. We take account of broader outputs
such as the impact on sustainability, profit, cash flow, reputation,
environmental and social impacts in order to create shared value
across the supply chain.
We also leverage the expertise and capabilities of our suppliers
to ensure C&C optimises the materials we use and reduces our
impact on the environment.
GREEN PRODUCTION
During the year some 80,000 tonnes of apples and 3,500 tonnes
of pears were processed in our milling operations across the
Group. Although this represented a reduction on the previous
year, our percentage share of the available crop was maintained.
Although we recently announced the decision to cease cider
production at our facility in Shepton Mallet, we will continue to
process fruit in the UK at the current facilities in Shepton on a
standalone basis.
During the year we completed our investment in the Keeping
Somerset Orchards Alive project, partnering with The Farming
& Wildlife Advisory Group (FWAG). This project supported
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community orchards and provided grants for planting, pruning and
ongoing agricultural support. Key outcomes included:
• 60 grants provided for planting and pruning;
• 1,423 new orchard trees planted;
• 4,191 established trees pruned;
• Point of contact for telephone advice provided.
We are actively opposed to all forms of forced labour and work
with all of our growers to ensure that appropriate methods
are used to harvest apples. In FY2017 we will start a process
of repeated annualised audits of our contracted growers to
ensure standards are being applied. We encourage sustainable
agricultural practices and the preservation of biodiversity. In the
UK, we are actively involved in the NACM which takes the lead in
adopting and working to sustainable principles both in the physical
and social environment, and carries out annual climate change
assessments. The NACM is the first drinks trade body to work
with Business in the Community (BITC) to address sustainability,
and we have worked with the pomology and technical experts in
the NACM to develop our sustainability agenda.
At our cider mill in Vermont we take part in “cow power” which
means that we pay a premium on the electricity used and this
premium is used to help dairy farmers install methane digesters
turning manure into power. We also use a “solar orchard” which
is a 26 array solar project providing sustainable electricity and
diversification for local farmers. Both of these projects are good
examples of how we are working in an innovative manner to
safeguard energy supply.
EMPLOYEES
Developing, engaging and rewarding employees fairly is
fundamental to the success of our business and also to the
relationships that we have with the local communities in which we
work.

AT ALL THE GROUP’S
MANUFACTURING SITES, WATER
PRESERVATION AND MANAGEMENT
IS AN IMPORTANT BUSINESS
CONSIDERATION AND WE
CONTINUE TO MONITOR THE USAGE
OF WATER PER HECTOLITRE OF
FINISHED PRODUCT FROM EACH
MANUFACTURING FACILITY AND
ACROSS OUR SUPPLY CHAIN.
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CORPORATE
RESPONSIBILITY
(CONTINUED)

We are an equal opportunities employer. We aim to create a
working environment in which all individuals are able to make best
use of their skills, free from discrimination or harassment, and in
which all decisions are based on merit. We have a formal equal
opportunities policy that commits us to promoting equality of
opportunity for all our staff and job applicants. For our operations
in Northern Ireland this includes adherence to the MacBride
Principles. Our policy states that we do not discriminate on
the basis of age, disability, marital status, ethnicity, creed, sex
or sexual orientation. The policy also requires our staff to treat
customers, suppliers and the wider community in accordance with
these principles as well.
Health and wellbeing of employees
There has been a significant improvement in safety, health and
environmental performance in FY2016. This includes an overall
reduction in Lost Time Accidents (LTAs) with a 42% reduction
across all sites compared with FY2015. Our Shepton Mallet Cider
Mill has completed 500 days LTA free and there has been an 80%
reduction in LTAs in our Borrisoleigh plant compared with FY2015.
There has been a 35% reduction in all accidents compared with
the prior year and staff engagement levels in safety and health
continued to increase at every site. Our Wellpark brewery led
the way in the Group safety behaviour programme with a 65%
increase in staff engagement versus the prior year. Significant
improvements were also seen in both Shepton Mallet and
Borrisoleigh. Specific focus however continues in Clonmel, which
had an increase in LTAs in FY2016.
Site Safety Days have been instrumental in activating a proactive
safety culture and in making employees fully aware that they are
accountable for their own health and safety as well as for those
around them. In particular, high impact lectures delivered by Health
and Safety experts continue to be effective. Health and Safety
Managers formed a collaborative network across all sites sharing
best practices, support and driving engagement.
Occupational health services are offered at all our manufacturing
sites to treat work related injuries, provide annual health checks
and support health awareness programmes.
The manufacturing sites strive to improve employee engagement
through an active programme of team briefs, team building days,
safety days and social events which are used to support local
clubs and charities.
Employee Support
A focus for FY2016 has been to support those employees who
may be leaving the business in the next financial year as a result
of the closure of the Shepton Mallet Cider Mill and Borrisoleigh
manufacturing sites. A suite of support has been put in place at
both sites.
In Shepton we have provided up to £500 per person for external
training to strengthen their skills when looking for alternative
employment. In addition we are working in partnership with the
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OUR POLICY STATES THAT
WE DO NOT DISCRIMINATE
ON THE BASIS OF AGE,
DISABILITY, MARITAL STATUS,
ETHNICITY, CREED, SEX OR
SEXUAL ORIENTATION. THE
POLICY ALSO REQUIRES OUR
STAFF TO TREAT CUSTOMERS,
SUPPLIERS AND THE WIDER
COMMUNITY IN ACCORDANCE
WITH THESE PRINCIPLES AS
WELL.
Department of Work and Pensions locally to ensure individuals
are “job ready”. This will be done through ensuring current skills
such as fork lift truck licences or engineering qualifications are up
to date. In addition we will provide training for CV writing skills as
well as interview techniques. We are also working closely with local
employers and recruitment agencies and will be holding a jobs fair
on site for those leaving the business to support redeployment in
the local area.
In Borrisoleigh, the focus has been on redeployment to Clonmel
where 69 additional roles have been created. The business has
committed to retraining individuals who wish to transfer to Clonmel
as well as an extended trial period and travel support during
the period to support a smooth transition. For those leaving the
business, a support programme is being put in place to enhance
employment opportunities outside of the C&C Group.
Another key focus has been to improve capability in our sales
teams across our business. This has taken place through training
on a new approach to selling and negotiation skills training. In
addition there have been leadership initiatives to further develop
our managers across the business.

