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.
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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
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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.
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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.
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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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