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Statement of Accounting Policies
For the year ended 28 February 2019

Significant accounting policies
C&C Group plc (the ‘Company’) is a company incorporated and
tax resident in Ireland. The Group’s financial statements for the
year ended 28 February 2019 consolidate the individual financial
statements of the Company and all subsidiary undertakings
(together referred to as “the Group”) together with the Group’s share
of the results and net assets of equity accounted investments for the
year ended 28 February 2019.
The Company and Group financial statements, together the
“financial statements”, were authorised for issue by the Directors on
22 May 2019.
The accounting policies applied in the preparation of the financial
statements for the year ended 28 February 2019 are set out below.
These have been applied consistently for all periods presented in
these financial statements and by all Group entities.

Statement of compliance
The Group financial statements have been prepared in accordance
with International Financial Reporting Standards (IFRSs), which
comprise standards and interpretations approved by the
International Accounting Standards Board (IASB), as adopted by the
EU and as applied in accordance with Companies Acts 2014. The
individual financial statements of the Company have been prepared
in accordance with FRS 101 Reduced Disclosure Framework
(“FRS 101”). In accordance with Section 304 of the Companies Act
2014, the Company is availing of the exemption from presenting its
individual Income Statement to the Annual General Meeting and
from filing it with the Registrar of Companies.
In these financial statements, the Company has applied the
exemptions available under FRS 101 in respect of the following
disclosures:
• A cash flow statement and related notes;
• Comparative period reconciliations for share capital;
• Disclosures in respect of transactions with wholly owned
subsidiaries;
• Disclosures in respect of capital management;
• The effects of new but not yet effective IFRSs; and
• Disclosures in respect of Key Management Personnel.
As the consolidated financial statements of the Company include
the equivalent disclosures, the Company has also taken exemptions
under FRS 101 available in respect of the following disclosures:
• IFRS 2 ‘Share-Based Payments’ in respect of Group settled
share-based payments.
Changes in accounting policies and disclosures
IFRSs as adopted by the EU applied by the Company and Group
in the preparation of these financial statements are those that were
effective for accounting periods ending on or before 28 February

2019. The IASB have issued the following standards, policies,
interpretations and amendments which were effective for the Group
for the first time in the year ended 28 February 2019:
• IFRS 9 Financial Instruments
• IFRS 15 Revenue from Contracts with Customers
• IFRIC 22 Foreign Currency Transactions and Advanced
Consideration
• Amendments to IFRS 2 Share-based Payments
• Amendments to IAS 28 Investments in Associates and Joint
Ventures
While the new standards, interpretations and standard amendments
did not result in a material impact on the Group’s results, the nature
and effect of the changes required by IFRS 9 and IFRS 15 are
described below.
IFRS 9, Financial Instruments
IFRS 9 Financial Instruments introduces new classification and
measurement criteria, along with a new expected credit loss model
for calculating impairment of financial assets and new general hedge
accounting requirements. The standard replaces existing guidance
in IAS 39 Financial Instruments: Recognition and Measurement. The
Group and Company implemented IFRS 9 on 1 March 2018
Financial asset classification
The new classification and measurement principles criteria
introduces three classification categories: ‘measured at amortised
cost’, ‘fair value through Other Comprehensive Income’ (FVOCI)
and ‘fair value through profit and loss’ (FVPL), which replace the IAS
39 categories: ‘loans and receivables’, ‘held to maturity’, ‘fair value
through profit and loss’ and ‘available-for-sale’.
For the Group and Company, the classification requirements under
IFRS 9 did not impact the measurement or carrying amount of
financial assets, all financial assets will continue to be measured at
amortised cost.
The Group and Company measures financial assets at amortised
costs if both of the following conditions are met:
• The financial asset is held within a business model with the
objective to collect contractual cash flows; and
• The contractual terms of the financial assets give rise on specified
dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding.
Financial assets at amortised cost are subsequently measured using
the effective interest rate method and are subject to impairment.
Gains and losses are recognised in the profit or loss when the asset
is derecognised, modified or impaired.
The Group’s financial assets at amortised costs includes trade
receivables, advances to customers, cash and cash equivalents.
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The Company’s financial assets at amortised costs includes
Intercompany receivables and cash and cash equivalents.
For advances to customers, the difference between the present
value and the nominal amount at inception is treated as an advance
of discount prepaid to customer, and is recognised in the Income
Statement in accordance with the terms of the agreement. The
discount rate used is based on the risk-free rate plus a margin,
which takes into account the risk profile of the customer.
Hedge Accounting
At the date of adoption of IFRS 9, the Group did not have any open
derivative contracts. During the financial year, the Group entered into
derivative contracts in the form of a cash flow hedge and as such
the Group accounted for the derivatives in line with IFRS 9.
Impairment of financial assets
IFRS 9 introduces a forward-looking expected credit losses model
rather than the incurred loss model of IAS 39. For trade receivables,
the Group and Company applies the simplified approach permitted
by IFRS 9 ‘Financial Instruments’, which requires expected lifetime
losses to be recognised from initial recognition of the receivables.
Loss rates are determined based on grouping of trade receivables of
similar credit risk characteristics or past due days.
For advances to customers, the Group applies the general approach
to measure expected credit losses which requires a loss provision
to be recognised based on twelve month or lifetime expected credit
losses, provided a significant increase in credit risk has occurred
since initial recognition.
On each reporting date, the Group determines the impairment of
advances to customers by assessing historical loss rates which
estimates the credit losses over twelve months. Only cases where
a significant increase in credit risk occurs, (e.g. a significant adverse
change to payment pattern and/or customer ordering activities,
change in credit rating, payment delays in other receivables from
the customer) the credit losses over the lifetime of the asset are
incurred.
The Group has concluded the impact of expected loss model on
trade receivables and advances to customers is immaterial.
IFRS 15, Revenue from Contracts with Customers
The standard requires entities to exercise judgement, taking into
consideration all of the relevant facts and circumstances when
applying each step of the model to contracts with their customers.
The standard also specifies the accounting for the incremental costs
of obtaining a contract and the costs directly related to fulfilling a
contract.
Under IFRS 15, the Group recognises revenue in the amount
of the price expected to be received for goods and services

supplied at a point in time or over time, as contractual performance
obligations are fulfilled and control of goods and services passes
to the customer. Where revenue is earned over time as contractual
performance obligations are satisfied, the percentage-of-completion
method remains the primary method by which revenue recognition
is measured.
The Group has adopted IFRS 15 from 1 March 2018, using the
modified retrospective approach and has not restated the prior
year comparatives on adoption. At the date of adoption, the Group
assessed the impact on its Consolidated Financial Statements
resulting from the application of IFRS 15.
The assessment resulted in an immaterial change for certain
contract brewing and contract bottling arrangements, the
performance obligation in such arrangements does not create an
asset with an alternative use to the Group and the Group has an
enforceable right to payment (cost plus a margin) for performance
completed to date. In these circumstances, revenue is recorded
over time rather than at a point in time.
There was no material impact on the Group’s revenue recognition
as a result of transitioning to IFRS 15. In accordance with
the requirements of IFRS 15, new disclosures outlining the
disaggregation of revenue by primary geographic markets and
principal activities are included in note 1 to the Consolidated
Financial Statements.
IFRS and IFRIC interpretations being adopted in subsequent
years
A number of new standards, amendments to standards and
interpretations are not yet effective for the year ended 28 February
2019, and have not been applied in preparing these consolidated
financial statements.
These following new standards, amendments and interpretations are
either not expected to have a material impact on the consolidated
financial statements once applied or are still under assessment by
the Group.
Accounting standard/interpretation (Effective date)
(a) Not expected to have a material impact on the consolidated
financial statements:
• IFRIC 23 Uncertainty over Income Tax Treatments (1 January
2019)
• IAS 19 Employee Benefits (1 January 2019)
• IFRS 3 Business Combinations (1 January 2020)
• Disclosure initiative – Definition of Material (Amendments to IAS 1
and IAS 8) (1 January 2020)
• IFRS 17 Insurance Contracts (1 January 2022)
(b) Subject to ongoing assessment by the Group:
The Group has formed a number of project teams to evaluate and
implement the following standards:

Business & Strategy

Corporate Governance

IFRS 16 Leases (effective for the Group’s FY2020 consolidated
financial statements)
IFRS 16 - Leases (effective for the year ending 28 February 2020)
sets out the principles for the recognition, measurement, presentation
and disclosure of leases for both the lessee and the lessor. For
lessees, it eliminates the classification of leases as either operating
leases or finance leases individually, as currently required under IAS
17 and introduces a single lessee accounting model, which requires
a lessee to recognise assets and liabilities for all leases with a term of
more than 12 months and to recognise depreciation of lease assets
separately from interest on lease liabilities in the Income Statement.
All individually material leases will be recognised on the balance
sheet as right of use assets and depreciated on a straight line basis
over the lease term. The liability, will be measured at the present
value of discounted lease payments and any interest will be charged
to finance charges in the Income Statement. Therefore, the charge
to the Income Statement for the operating lease payment will be
replaced with depreciation on the right of use asset and the interest
charge inherent in the lease liability.
The Group will implement IFRS 16 from 1 March 2019 by applying
the modified retrospective method in which the right of use asset is
measured at an amount equal to the lease liability, meaning that the
comparative figures in the financial statements for the year ending
28 February 2020 will not be restated to show the impact of IFRS
16. No net cash flow impact is expected on application of IFRS 16,
although the classification of cash flows will be affected as operating
lease payments under IAS 17 are presented as operating cash flows,
whereas under the IFRS 16 model, the lease payments will be split
into a principal and an interest portion which will be presented as
financing and operating cash flows respectively.
The operating leases which will be recorded on the balance sheet
following implementation of IFRS 16 are principally in respect
of warehouses, office buildings, plant and machinery, cars and
distribution vehicles. The group has decided to reduce the
complexity of implementation to take advantage of a number of
practical expedients on transition on 1 March 2019 namely:
(i) to apply the short term and low value recognition exemptions
(ii) to treat, wherever possible, non-lease components provided as
an Income Statement item and only capitalise the lease payment
amounts in respect of the asset.
As set out in note 24 – financial commitments of the Group had
operating lease commitments totalling €116.0m at 28 February 2019.
On adoption of IFRS 16, assets and liabilities will be grossed up
for the present value of the outstanding operating lease liabilities
excluding low value assets and short term leases. The discounted
value of outstanding operating lease liabilities will give rise to a right
to use asset and associated lease liability which is estimated to be in
the range of €90m - €102m as at 1 March 2019.
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Basis of preparation
The Group and the individual financial statements of the Company
are prepared on the going concern and historical cost basis, except
for, retirement benefits, the revaluation of certain items of property,
plant & equipment, share based payments at date of grant and
derivative financial instruments. The accounting policies have been
applied consistently by Group entities and for all periods presented.
The financial statements are presented in Euro millions to one
decimal place.

Key accounting policies which involve estimates,
assumptions and judgements
The preparation of the Consolidated Financial Statements in
conformity with IFRSs as adopted by the EU requires management
to make certain estimates, assumptions and judgements that affect
the application of accounting policies and the reported amounts
of assets, liabilities, income and expenses. The critical accounting
policies which involve significant estimates, assumptions or
judgements, the actual outcome of which could have a material
impact on the Group’s results and financial position outlined below,
are as follows:

Business combinations (note 10)
The Group accounts for business combinations using the acquisition
method when control is transferred to the Group. The cost of an
acquisition is measured as the aggregate of the consideration
transferred, which is measured at acquisition date fair value, and
the amount of any non-controlling interests in the acquiree. Any
goodwill that arises is tested annually for impairment or more
frequently if there is an indication that the carrying amount may not
be recoverable. Any gain on a bargain purchase is recognised in the
Income Statement immediately. Transaction costs are expensed as
incurred, except if related to the issue of debt or equity securities.
The consideration transferred does not include amounts related
to the settlement of pre-existing relationships. Such amounts are
generally recognised in the Income Statement.
Any contingent consideration is measured at fair value at the date
of acquisition. If an obligation to pay contingent consideration that
meets the definition of a financial instrument is classified as equity,
then it is not remeasured and settlement is accounted for within
equity. Otherwise, other contingent consideration is remeasured at
fair value at each reporting date and subsequent changes in the fair
value of the contingent consideration are recognised in the Income
Statement.
Subsidiaries are entities controlled by the Group. The Group controls
an entity when it is exposed to, or has rights to, variable returns
from its involvement with the entity and has the ability to affect those
returns through its power over the entity. The financial statements of
subsidiaries are included in the Consolidated Financial Statements
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from the date on which control commences until the date on which
control ceases.
When the Group loses control over a subsidiary, it derecognises the
assets and liabilities of the subsidiary, and any related non-controlling
interest and other components of equity. Any resulting gain or loss
is recognised in the Income Statement. Any interest retained in the
former subsidiary is measured at fair value when control is lost.
Intra-group balances and transactions, and any unrealised income
and expenses arising from intra-group transactions, are eliminated.
Unrealised gains arising from transactions with equity accounted
investments are eliminated against the investment to the extent of the
Group’s interest in the investment. Unrealised losses are eliminated in
the same way as unrealised gains, but only to the extent that there is
no evidence of impairment.
Assumptions
The Group has made assumptions and estimates to determine the
purchase price of businesses acquired as well as its allocation to
acquired assets and liabilities. The Group is required to determine
the acquisition date and fair value of the identifiable assets acquired,
including intangible assets such as brands, customer relationships
and liabilities assumed. The Group is also required to determine
control and whether the business acquired is a subsidiary, joint
venture or associate. The assumptions and estimates made by the
Group have an impact on the assets and liability amounts recorded
in the Consolidated Financial Statements. In addition, the estimated
useful lives of the acquired amortisable assets, the identification of
intangible assets and the determination of the indefinite or finite useful
lives of intangible assets acquired will have an impact on the Group’s
future profit or loss.

Property, plant and equipment (note 11)
Property (comprising land and buildings) is recognised at estimated
fair value with the changes in the value of the property reflected
in Other Comprehensive Income, to the extent it does not reverse
previously recognised losses, or as an impairment loss in the Income
Statement to the extent it does not reverse previously recognised
revaluation gains. The fair value is based on estimated market
value at the valuation date, being the estimated amount for which a
property could be exchanged in an arm’s length transaction, to the
extent that an active market exists. Such valuations are determined
based on benchmarking against comparable transactions for
similar properties in similar locations as those of the Group or on
the use of valuation techniques including the use of market yields
on comparable properties. If no active market exists or there are no
other observable comparative transactions, the fair value may be
determined using a valuation technique known as a Depreciated
Replacement Cost approach.
Plant & machinery is carried at its revalued amount. In view of the
specialised nature of the Group’s plant & machinery and the lack

of comparable market-based evidence of similar plant sold, upon
which to base a market approach of fair value, the Group uses a
Depreciated Replacement Cost approach to determine a fair value
for such assets.
Depreciated Replacement Cost is assessed, firstly, by the
identification of the gross replacement cost for each class of plant
& machinery. A depreciation factor derived from both the physical
and functional obsolescence of each class of asset, taking into
account estimated residual values at the end of the life of each class
of asset, is then applied to the gross replacement cost to determine
the net replacement cost. An economic obsolescence factor, which
is derived based on current and anticipated capacity or utilisation
of each class of plant & machinery as a function of total available
production capacity, is applied to determine the Depreciated
Replacement Cost.
Motor vehicles & other equipment are stated at cost less
accumulated depreciation and impairment losses.
Cost includes expenditure that is directly attributable to the
acquisition of the asset. When parts of an item of property, plant
& equipment have different useful lives, they are accounted for as
separate items (major components) of property, plant & equipment.
Subsequent costs are included in an asset’s carrying amount or
recognised as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item will
flow to the Group.
Property, plant & equipment, other than freehold land and assets
under construction, which are not depreciated, were depreciated
using the following rates which are calculated to write-off the
value of the asset, less the estimated residual value of 5%, over its
expected useful life:
Land and Buildings

Land

n/a

Buildings – ROI, US, Portugal,
Wallaces Express

2% straight-line

Buildings – UK (excluding
Wallaces Express)

2% straight-line

Plant and Machinery

Storage tanks

10% reducing balance

Other plant & machinery

15-30% reducing balance

Motor vehicles and other equipment

Motor vehicles

15% straight-line

Other equipment incl returnable
bottles, cases and kegs

5-25% straight-line
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The residual value and useful lives of property, plant & equipment are
reviewed and adjusted if appropriate at each reporting date to take
account of any changes that could affect prospective depreciation
charges and asset carrying values. When determining useful
economic lives, the principal factors the Group takes into account are
the intensity at which the assets are expected to be used, expected
requirements for the equipment and technological developments.
On disposal of property, plant & equipment the cost or valuation and
related accumulated depreciation and impairments are removed
from the Balance Sheet and the net amount, less any proceeds, is
taken to the Income Statement and any amounts included within the
revaluation reserve transferred to the retained income reserve.
The carrying amounts of the Group’s property, plant & equipment
are reviewed at each balance sheet date to determine whether there
is any indication of impairment. An impairment loss is recognised
when the carrying amount of an asset or its cash generation unit
exceeds its recoverable amount (being the greater of fair value less
costs to sell and value in use). Impairment losses are debited directly
to equity under the heading of revaluation reserve to the extent of any
credit balance existing in the revaluation reserve account in respect
of that asset with the remaining balance recognised in the Income
Statement.
A revaluation surplus is credited directly to Other Comprehensive
Income and accumulated in equity under the heading of revaluation
reserve, unless it reverses a revaluation decrease on the same asset
previously recognised as an expense, where it is first credited to the
Income Statement to the extent of the previous write down.
Management are required to make significant judgements and
estimates regarding the market fluctuations of land and industrial
property prices, fluctuations driven by market commodity prices,
of the gross replacement cost of property, plant and equipment,
projected asset utilisation rates, changes to functional and physical
obsolescence of plant and machinery and continued appropriateness
of the assumed useful lives of property, plant and machinery. The
assumptions and conditions involve inherent uncertainties and
as a result, the accounting for such items could result in different
estimates or amounts if management used different assumptions or if
different conditions occur in future accounting periods.
Assumptions
• Market fluctions of land and industrial property prices.
• Fluctuations driven by market commodity prices, of the gross
replacement cost of property, plant and equipment.
• Projected asset utilisation rates based on budgeted/forecasted
production volumes.
• Changes to functional and physical obsolescence of plant and
machinery beyond that which would normally be expected, and
continued appropriateness of the assumed useful lives of property,
plant and equipment.
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Impairment of goodwill and intangible assets (note 12)
Goodwill is subject to impairment testing on an annual basis and at
any time during the year if an indicator of impairment is considered
to exist. In the year in which a business combination is effected
and where some or all of the goodwill allocated to a particular
cash-generating unit arose in respect of that combination, the
cash-generating unit is tested for impairment prior to the end of
the relevant annual period. Where the carrying value exceeds the
estimated recoverable amount (being the greater of the fair value
less costs of disposal and value-in-use), an impairment loss is
recognised by writing down goodwill to its recoverable amount.
In assessing value-in-use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate.
The recoverable amount of goodwill is determined by reference to
the cash-generating unit to which the goodwill has been allocated.
Impairment losses arising in respect of goodwill are not reversed
once recognised.
Subsequent to initial recognition, intangible assets are carried at
cost less any accumulated amortisation and any accumulated
impairment losses. The carrying values of intangible assets
considered to have an indefinite useful economic life are
reviewed for indicators of impairment regularly and are subject to
impairment testing on an annual basis unless events or changes
in circumstances indicate that the carrying values may not be
recoverable and impairment testing is required earlier.
Assumptions
The impairment testing process requires management to make
significant judgements and estimates regarding the future cash
flows expected to be generated by cash-generating units to
which goodwill has been allocated. Future cash flows relating to
the eventual disposal of these cash-generating units and other
factors may also be relevant to determine the fair value of goodwill.
Management periodically evaluates and updates the estimates
based on the conditions which influence these variables. The
assumptions and conditions for determining impairments of goodwill
reflect management’s best assumptions and estimates (discount
rates, terminal growth rates, forecasted volume, net revenue,
operating profit, useful economic life of an asset or that an asset
has an indefinite life and determination of the cash generating units),
but these items involve inherent uncertainties described above,
many of which are not under management’s control. As a result,
the accounting for such items could result in different estimates or
amounts if management used different assumptions or if different
conditions occur in future accounting periods.

Retirement benefit obligations (note 21)
The Group operates a number of defined contribution and defined
benefit pension schemes.
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Obligations to the defined contribution pension schemes are
recognised as an expense in the Income Statement as the related
employee service is received. Under these schemes, the Group has
no obligation, either legal or constructive, to pay further contributions
in the event that the fund does not hold sufficient assets to meet its
benefit commitments.
The liabilities and costs associated with the Group’s defined benefit
pension schemes, all of which are funded and administered under
trusts which are separate from the Group, are assessed on the
basis of the projected unit credit method by professionally qualified
actuaries and are arrived at using actuarial assumptions based
on market expectations at the reporting date. The discount rates
employed in determining the present value of the schemes’ liabilities
are determined by reference to market yields, at the reporting date,
on high-quality corporate bonds of a currency and term consistent
with the currency and term of the associated post-employment
benefit obligations. The fair value of scheme assets is based on
market price information, measured at bid value for publicly quoted
securities.
The resultant defined benefit pension net surplus or deficit is shown
within either non-current assets or non-current liabilities on the
face of the Consolidated Balance Sheet and comprises the total for
each plan of the present value of the defined benefit obligation less
the fair value of plan assets out of which the obligations are to be
settled directly. The assumptions (disclosed in note 21) underlying
these valuations are updated at each reporting period date based
on current economic conditions and expectations (discount rates,
salary inflation and mortality rates) and reflect any changes to
the terms and conditions of the post retirement pension plans.
The deferred tax liabilities and assets arising on pension scheme
surpluses and deficits are disclosed separately within deferred tax
assets or liabilities, as appropriate.
When the benefits of a defined benefit scheme are improved,
the portion of the increased benefit relating to the past service of
employees is recognised as an expense immediately in the Income
Statement.
The expected increase in the present value of scheme liabilities
arising from employee service in the current period is recognised
in arriving at operating profit or loss together with the net
interest expense/(income) on the net defined benefit liability/
(asset). Differences between the actual return on plan assets and
the interest income, experience gains and losses on scheme
liabilities, together with the effect of changes in the current or
prior assumptions underlying the liabilities are recognised in Other
Comprehensive Income. The amounts recognised in the Income
Statement and Statement of Other Comprehensive Income and the
valuation of the defined benefit pension net surplus or deficit are
sensitive to the assumptions used.

Assumptions
The assumptions underlying the actuarial valuations (including
discount rates, rates of increase in future compensation levels,
mortality rates, salary and pension increases, future inflation rates
and healthcare cost trends), from which the amounts recognised
in the Consolidated Financial Statements are determined, are
updated annually based on current economic conditions and for
any relevant changes to the terms and conditions of the pension
and post-retirement plans. These assumptions can be affected by (i)
for the discount rate, changes in the rates of return on high-quality
corporate bonds; (ii) for future compensation levels, future labour
market conditions and (iii) for healthcare cost trend rates, the rate of
medical cost inflation in the relevant regions. The weighted average
actuarial assumptions used and sensitivity analysis in relation to the
significant assumptions employed in the determination of pension
and other post-retirement liabilities are contained in note 21 to the
Consolidated Financial Statements.
Whilst management believes that the assumptions used are
appropriate, differences in actual experience or changes in
assumptions may affect the obligations and expenses recognised
in future accounting periods. The assets and liabilities of defined
benefit pension schemes may exhibit significant period-on-period
volatility attributable primarily to changes in bond yields and
longevity. In addition to future service contributions, significant cash
contributions may be required to remediate past service deficits. A
sensitivity analysis of the change in these assumptions is provided in
note 21.
Company
The Company has no direct employees and is not the sponsoring
employer for any of the Group’s defined benefit pension schemes.
There is no stated policy within the Group in relation to the
obligations of Group companies to contribute to scheme deficits.
Group companies make contributions to the schemes as requested
by the sponsoring employers.

Income tax (note 7 and note 20)
Current tax expense represents the expected tax amount to be
paid in respect of taxable income for the current year and is based
on reported profit and the expected statutory tax rates, reliefs
and allowances applicable in the jurisdictions in which the Group
operates. Current tax for the current and prior years, to the extent
that it is unpaid, is recognised as a liability in the Balance Sheet.
Deferred tax is provided on the basis of the Balance Sheet
liability method on all temporary differences at the reporting date.
Temporary differences are defined as the difference between the
tax bases of assets and liabilities and their carrying amounts in
the financial statements. Deferred tax assets and liabilities are not
subject to discounting and are measured at the tax rates that are
expected to apply in the period in which the asset is recovered or

Business & Strategy

Corporate Governance

the liability is settled based on tax rates and tax laws that have been
enacted or substantively enacted at the balance sheet date.
Deferred tax assets and liabilities are recognised for all temporary
differences except where they arise from:• the initial recognition of goodwill or the initial recognition of
an asset or a liability in a transaction that is not a business
combination and affects neither the accounting profit or loss nor
the taxable profit or loss at the time of the transaction, or,
• temporary differences associated with investments in subsidiaries
where the timing of the reversal of the temporary difference is
subject to the Group’s control and it is probable that a reversal will
not be recognised in the foreseeable future.
Deferred tax assets in respect of deductible temporary differences
are recognised only to the extent that it is probable that taxable
profits or taxable temporary differences will be available against
which to offset these items. The recognition or non-recognition of
deferred tax assets as appropriate also requires judgement as it
involves an assessment of the future recoverability of those assets.
The recognition of deferred tax assets is based on management’s
judgement and estimate of the most probable amount of future
taxable profits and taking into consideration applicable tax
legislation in the relevant jurisdiction. The carrying amounts of
deferred tax assets are subject to review at each reporting date and
are reduced to the extent that future taxable profits are considered
to be insufficient to allow all or part of the deferred tax asset to be
utilised.
Deferred tax and current tax are recognised as a component of the
tax expense in the Income Statement except to the extent that they
relate to items recognised directly in Other Comprehensive Income
or equity (for example, certain derivative financial instruments
and actuarial gains and losses on defined benefit pension
schemes), in which case the related tax is also recognised in Other
Comprehensive Income or equity.
Assumptions
The Group is subject to income tax in a number of jurisdictions,
and judgement is required in determining the worldwide provision
for taxes. There are many transactions and calculations during
the ordinary course of business, for which the ultimate tax
determination is uncertain and the complexity of the tax treatment
may be such that the final tax charge may not be determined until
a formal resolution has been reached with the relevant tax authority
which may take extended time periods to conclude. The ultimate
tax charge may, therefore be different from that which initially is
reflected in the Group’s consolidated tax charge and provision and
any such differences could have a material impact on the Group’s
income tax charge and consequently financial performance.
The determination of the provision for income tax is based on
management’s understanding of the relevant tax law and judgement
as to the appropriate tax charge, and management believe that
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all assumptions and estimates used are reasonable and reflective
of the tax legislation in jurisdictions in which the Group operates.
Where the final tax charge is different from the amounts that were
initially recorded, such differences are recognised in the income tax
provision in the period in which such determination is made.
Deferred tax assets in respect of deductible temporary differences
are recognised only to the extent that it is probable that taxable
profits or taxable temporary differences will be available against
which to offset these items. The recognition or non-recognition of
deferred tax assets as appropriate also requires judgement as it
involves an assessment of the future recoverability of those assets.
The recognition of deferred tax assets is based on management’s
judgement and estimate of the most probable amount of future
taxable profits and taking into consideration applicable tax
legislation in the relevant jurisdiction.

Company financial assets
The change in legal parent of the Group on 30 April 2004, as
disclosed in detail in that year’s annual report, was accounted for as
a reverse acquisition. This transaction gave rise to a financial asset in
the Company’s accounts, which relates to the fair value at that date
of its investment in subsidiaries. Financial assets are reviewed for
impairment if there are any indications that the carrying value may
not be recoverable.
Share options granted to employees of subsidiary companies are
accounted for as an increase in the carrying value of the investment
in subsidiaries and the share-based payment reserve.

Other significant accounting policies
Basis of consolidation
The Group’s financial statements consolidate the financial
statements of the Company and all subsidiary undertakings together
with the Group’s share of the results and net assets of equity
accounted investments for the year ended 28 February 2019.
(i) Subsidiaries
Subsidiaries are entities controlled by the Group. The Group controls
an entity when it is exposed to, or has rights to, variable returns
from its involvement with the entity and has the ability to affect those
returns through its power over the entity. The financial statements
of subsidiaries are included in the consolidated financial statements
from the date on which control commences until the date on which
control ceases.
On 30 April 2004, the Group, previously headed by C&C Group
International Holdings Limited, underwent a re-organisation by virtue
of which C&C Group International Holdings Limited’s shareholders
in their entirety exchanged their shares for shares in C&C Group plc,
a newly formed company, which then became the ultimate parent
company of the Group. Notwithstanding the change in the legal
parent of the Group, this transaction has been accounted for as a
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reverse acquisition and the consolidated financial statements are
prepared on the basis of the new legal parent having been acquired
by the existing Group except that the capital structure shown is that
of the legal parent.
Non-controlling interests represents the portion of the equity of a
subsidiary not attributable either directly or indirectly to the Parent
Company and are presented separately in the Consolidated Income
Statement and within equity in the Consolidated Balance Sheet
distinguished from Parent Company shareholders’ equity.
Acquisitions of non-controlling interests are accounted for as
transactions with equity holders in their capacity as equity holders
and therefore no goodwill is recognised as a result of such
transactions. On an acquisition by acquisition basis, the Group
recognises any non-controlling interest in the acquiree either at fair
value or at the non-controlling interest’s proportionate share of the
acquiree’s net assets. If the Group loses control over a subsidiary,
it derecognises the related assets (including Goodwill), liabilities,
non-controlling interest and other components of equity, while any
resultant gain or loss is recognised in profit or loss. Any investment
retained is recognised at fair value.
(ii) Investments in associates and jointly controlled entities
(equity accounted investments)
The Group’s interests in equity accounted investments comprise
interests in associates and joint ventures. Associates are those
entities in which the Group has significant influence, but not control
or joint control, over the financial and operating policies. A joint
venture is a type of joint arrangement whereby the parties that have
joint control of the arrangement have rights to the net assets of the
joint venture. Joint control is the contractually agreed sharing of
control of the arrangement, which exists only when decisions about
the relevant activities require unanimous consent of the parties
sharing control. The Group’s investments in its joint ventures are
accounted for using the equity method from the date joint control
is deemed to arise until the date on which joint control ceases to
exist or when the interest becomes classified as an asset held for
sale. The consolidated Income Statement reflects the Group’s share
of profit after tax of the related joint ventures. Investments in joint
ventures are carried in the Consolidated Balance Sheet at cost,
adjusted in respect of post-acquisition changes in the Group’s share
of net assets, less any impairment in value. If necessary, impairment
losses on the carrying amount of an investment are reported within
the Group’s share of equity accounted investments results in the
Consolidated Income Statement.
Interests in associates are accounted for using the equity method.
They are initially recognised at cost, which includes transaction
costs. Subsequent to initial recognition, the consolidated financial
statements include the Group’s share of the profit or loss and Other
Comprehensive Income of associates, until the date on which
significant influence ceases. Dividends from equity accounted

investments are recognised as revenue in the Consolidated Income
Statement when the right of payment has been established.
(iii) Transactions eliminated on consolidation
All intercompany balances and transactions, including unrealised
gains arising from inter-group transactions, have been eliminated
in full. Unrealised losses are eliminated in the same manner as
unrealised gains except to the extent that they provide evidence of
impairment.
(iv) Company Financial Statements
Investments in subsidiaries are carried at cost less provision for
impairment. Dividend income is recognised when the right to receive
payment is established.

Revenue recognition
IFRS 15 supersedes IAS 11 Construction Contracts, IAS 18 Revenue
and related Interpretations and it applies to all revenue arising from
contracts with customers, unless those contracts are in the scope
of other standards. The new standard establishes a five-step model
to account for revenue arising from contracts with customers.
Under IFRS 15, revenue comprises an amount that reflects the
consideration to which an entity expects to be entitled to in
exchange for transferring goods or services to a customer, these are
exclusive of value added tax, after allowing for discounts, rebates,
allowances for customer loyalty and other pricing related allowances
and incentives. Provision is made for returns where appropriate. The
Group recognises revenue in the amount of the price expected to be
received for goods and services supplied at a point in time or over
time, as contractual performance obligations are fulfilled and control
of goods and services passes to the customer. Where revenue
is earned over time as contractual performance obligations are
satisfied, the percentage-of-completion method remains the primary
method by which revenue recognition is measured.
The Group manufactures and distributes branded cider, beer, wine,
spirits and soft drinks in which revenue is recognised at a point in
time when control is deemed to pass to the customer upon leaving
the Group’s premises or upon delivery to a customer depending on
the terms of sale. Contracts do not contain multiple performance
obligations (as defined by IFRS 15).
Across the Group, goods are often sold with discounts or rebates
based on cumulative sales over a period. The variable consideration
is only recognised when it is highly probable that it will not be
subsequently reversed and is recognised using the most likely
amount or expected value methods, depending on the individual
contract terms. In the application of appropriate revenue recognition,
judgement is exercised by management in the determination of the
likelihood and quantum of such items based on experience and
historical trading patterns.
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The Group is deemed to be a principal to an arrangement when
it controls a promised good or service before transferring them to
a customer; and accordingly recognises the revenue on a gross
basis. The Group is determined to be an agent to a transaction, in
circumstances where the Group arranges for the provision of goods
or services by another third party, based on principal of control; the
net amount retained after the deduction of any costs to the principal
is recognised as revenue.

Excise duty
Excise duty is levied at the point of production in the case of the
Group’s manufactured products and at the point of importation in
the case of imported products in the relevant jurisdictions in which
the Group operates. As the Group’s manufacturing and warehousing
facilities are revenue approved and registered excise facilities, the
excise duty liability generally crystallises on transfer of product from
duty in suspense to duty paid status which normally coincides with
the point of sale. The duty number disclosed represents the cash
cost of duty paid on the Group’s products. Where goods are bought
duty paid, and subsequently sold, the duty element is not included
in the duty line within Net revenue but is included within the cost of
goods sold.

Net revenue
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portion of changes in the fair value of cash flow hedges and
unwinding the discount on provisions. All borrowing costs are
recognised in the Income Statement using the effective interest
method.

Research and development
Expenditure on research that is not related to specific product
development is recognised in the Income Statement as incurred.
Expenditure on the development of new or substantially improved
products or processes is capitalised if the product or process is
technically feasible and commercially viable.

Government grants
Grants are recognised at their fair value when there is a reasonable
assurance that the grant will be received and all attaching conditions
have been complied with.
Capital grants received and receivable by the Group are credited to
government grants and are amortised to the Income Statement on
a straight-line basis over the expected useful lives of the assets to
which they relate.

Net revenue is defined by the Group as revenue less excise duty
paid by the Group.

Revenue grants are recognised as income over the periods
necessary to match the grant on a systematic basis to the costs that
it is intended to compensate.

Exceptional items

Discontinued operations

The Group has adopted an accounting policy and Income
Statement format that seeks to highlight significant items of income
and expense within the Group results for the year. The Directors
believe that this presentation provides a more useful analysis. Such
items may include significant restructuring and integration costs,
profits or losses on disposal or termination of operations, litigation
costs and settlements, profit or loss on disposal of investments,
significant impairment of assets, acquisition related costs and
unforeseen gains/losses arising on derivative financial instruments.
The Directors use judgement in assessing the particular items,
which by virtue of their scale and nature, are disclosed in the Income
Statement and related notes as exceptional items.

A discontinued operation is a component of the Group’s business,
the operations and cash flows of which can be clearly distinguished
from the rest of the Group and which; represents a separate major
line of business or geographic area of operations; is part of a single
co-ordinated plan to dispose of a separate major line of business
or geographic area of operations; or is a subsidiary acquired
exclusively with a view to re-sale.

Finance income and expenses
Finance income comprises interest income on funds invested and
any gains on hedging instruments that are recognised in the Income
Statement. Interest income is recognised as it accrues in the Income
Statement, using the effective interest method.
Finance expenses comprise interest expense on borrowings,
interest expense on sale of trade receivables, bank guarantee
fees, amortisation of borrowing issue costs, losses on hedging
instruments that are recognised in the Income Statement, ineffective

Classification as a discontinued operation occurs at the earlier of
disposal or when the operation meets the criteria to be classified
as held-for-sale. When an operation is classified as a discontinued
operation, the comparative Income Statement and Other
Comprehensive Income is re-presented as if the operation had been
discontinued from the start of the comparative year.

Segmental reporting
Operating segments are reported in a manner consistent with the
internal organisational and management structure of the Group and
the internal financial information provided to the Chief Operating
Decision-Maker, the executive Directors, who are responsible for
the allocation of resources and the monitoring and assessment
of performance of each of the operating segments. Following the
acquisition by the Group of Matthew Clark and Bibendum in the
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current financial year, the Group has determined that it has now four
reportable operating segments.
The analysis by segment includes both items directly attributable to
a segment and those, including central overheads that are allocated
on a reasonable basis to those segments in internal financial
reporting packages.

Foreign currency translation
Items included in the financial statements of each of the Group’s
entities are measured using the currency of the primary economic
environment in which the entity operates (“the functional currency”).
The consolidated financial statements are presented in Euro, which
is the presentation currency of the Group and both the presentation
and functional currency of the Company.
Transactions in foreign currencies are translated into the functional
currency of each entity at the foreign exchange rate ruling at the
date of the transaction. Non-monetary assets carried at historic
cost are not subsequently retranslated. Monetary assets and
liabilities denominated in foreign currencies at the reporting date
are translated into functional currencies at the foreign exchange
rate ruling at that date. Foreign exchange movements arising
on translation are recognised in the Income Statement with the
exception of all monetary items designated as a hedge of a net
investment in a foreign operation, which are recognised in the
consolidated financial statements in Other Comprehensive Income
until the disposal of the net investment, at which time they are
recognised in the Income Statement for the year.
The assets and liabilities of foreign operations, including goodwill
and fair value adjustments arising on consolidation, are translated
to Euro at the foreign exchange rates ruling at the reporting date.
The revenues and expenses of foreign operations are translated to
Euro at the average exchange rate for the financial period where
that represents a reasonable approximation of actual rates. Foreign
exchange movements arising on translation of the net investment
in a foreign operation, including those arising on long-term intragroup loans for which settlement is neither planned nor likely
to happen in the foreseeable future and as a consequence are
deemed quasi equity in nature, are recognised directly in Other
Comprehensive Income in the consolidated financial statements in
the foreign currency translation reserve. The portion of exchange
gains or losses on foreign currency borrowings or derivatives used
to provide a hedge against a net investment in a foreign operation
that is designated as a hedge of those investments, is recognised
directly in Other Comprehensive Income to the extent that they are
determined to be effective. The ineffective portion is recognised
immediately in the Income Statement for the year.
Any movements that have arisen since 1 March 2004, the date of
transition to IFRS, are recognised in the currency translation reserve
and are recycled through the Income Statement on disposal of the

related business. Translation differences that arose before the date
of transition to IFRS as adopted by the EU in respect of all non-Euro
denominated operations are not presented separately.

Goodwill
Goodwill is initially measured at cost (being the excess of the
aggregate of the consideration transferred and the amount
recognised for non-controlling interests and any previous interest
held over the net identifiable assets acquired and liabilities
assumed). If the fair value of the net assets acquired is in excess
of the aggregate consideration transferred, the Group re-assesses
whether it has correctly identified all of the assets acquired and
all of the liabilities assumed and reviews the procedures used to
measure the amounts to be recognised at the acquisition date. If the
reassessment still results in an excess of the fair value of net assets
acquired over the aggregate consideration transferred, then the gain
is recognised in profit or loss.
Goodwill relating to associates and joint ventures is included in the
carrying amount of the investment and is neither amortised nor
individually tested for impairment. Where indicators of impairment
of an investment arise in accordance with the requirements of IFRS
9, the carrying amount is tested for impairment by comparing its
recoverable amount with its carrying amount.
As at the date of acquisition any goodwill acquired is allocated
to each cash generating unit (CGU) (which may comprise more
than one cash generating unit) expected to benefit from the
combination’s synergies. Impairment is determined by assessing the
recoverable amount of the CGU to which the goodwill relates. These
CGU’s represent the lowest level within the Group at which goodwill
is monitored for internal management purposes.
Where goodwill forms part of a CGU and part of the operation within
that unit is disposed of, the goodwill associated with the operation
disposed of is included in the carrying amount of the operation when
determining the gain or loss on disposal of the operation. Goodwill
disposed of in this circumstance is measured on the basis of the
relative values of the operation disposed of and the proportion of the
business segment retained.

Intangible assets (other than goodwill) arising on
business combinations
An intangible asset, which is a non-monetary asset without a
physical substance, is capitalised separately from goodwill as part
of a business combination at cost (fair value at date of acquisition)
to the extent that it is probable that the expected future economic
benefits attributable to the asset will flow to the Group and that its
fair value can be reliably measured. Acquired brands and other
intangible assets are deemed to be identifiable and recognised
when they are controlled through contractual or other legal rights, or
are separable from the rest of the business, regardless of whether
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those rights are transferable or separable from the Group or from
other rights and obligations.
Subsequent to initial recognition, intangible assets are carried at
cost less any accumulated amortisation and any accumulated
impairment losses. The carrying values of intangible assets
considered to have an indefinite useful economic life are
reviewed for indicators of impairment regularly and are subject to
impairment testing on an annual basis unless events or changes
in circumstances indicate that the carrying values may not be
recoverable and impairment testing is required earlier.
Software costs incurred with respect to new systems and costs
incurred in acquiring software and licences that will contribute to
future period financial benefits through revenue generation and/or
cost reduction are capitalised. Costs capitalised include external
direct costs of materials and service and direct payroll and payroll
related costs of employees’ time spent on the development side of
the project.
The amortisation charge on intangible assets considered to have
finite lives is calculated to write-off the book value of the asset over
its useful life on a straight-line basis on the assumption of zero
residual value. The useful lives of the Group’s intangible assets are
as follows:
ABI Distribution rights

20 years

Trade relationship re Wallaces acquisition

10 years

Trade relationship re Gleeson acquisition

15 years

Trade relationship re Matthew Clark and
Bibendum acquisition

15 years

Software and licence costs

5 - 8 years

Inventories
Inventories are stated at the lower of cost and net realisable value.
Cost includes all expenditure incurred in acquiring the inventories
and bringing them to their present location and condition and is
based on the first-in first-out principle.
In the case of finished goods and work in progress, cost includes
direct production costs and the appropriate share of production
overheads plus excise duties, where appropriate. Net realisable
value is the estimated selling price in the ordinary course of
business, less estimated costs of completion and estimated costs
necessary to complete the sale.
Provision is made for slow-moving or obsolete stock where
appropriate.
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Provisions
A provision is recognised in the Balance Sheet when the Group
has a present legal or constructive obligation as a result of a past
event, and it is probable that an outflow of economic benefits will
be required to settle the obligation. Provisions are measured at the
Directors’ best estimate of the expenditure required to settle the
obligation at the balance sheet date and are discounted to present
value at an appropriate rate if the effect of the time value of money is
deemed material. The carrying amount of the provision increases in
each period to reflect the passage of time and the unwinding of the
discount. The increase in the provision due to the passage of time is
recognised in the Income Statement within finance expense.
A contingent liability is not recognised but is disclosed where the
existence of the obligation will only be confirmed by future events or
where it is not probable that an outflow of resources will be required
to settle the obligation or where the amount of the obligation cannot
be measured with reasonable reliability. Contingent assets are not
recognised but are disclosed where an inflow of economic benefits
is probable. Provisions are not recognised for future operating
losses, however, provisions are recognised for onerous contracts
where the unavoidable cost exceeds the expected benefit.
Due to the inherent uncertainty with respect to such matters, the
value of each provision is based on the best information available
at the time, including advice obtained from third party experts, and
is reviewed by the Directors on a periodic basis with the potential
financial exposure reassessed. Revisions to the valuation of a
provision are recognised in the period in which such a determination
is made and such revisions could have a material impact on the
financial performance of the Group.

Leases
Where the Group has entered into lease arrangements on land &
buildings the lease payments are allocated between land & buildings
and each component is assessed separately to determine whether it
is a finance or operating lease.
Finance leases, which transfer to the Group substantially all the
risks and rewards of ownership of the leased asset, are recognised
in property, plant & equipment at the inception of the lease at the
fair value of the leased asset or, if lower, the present value of the
minimum lease payments. The corresponding liability to the lessor
is included in the Balance Sheet as a finance lease obligation. Lease
payments are apportioned between finance charges and a reduction
of the lease obligation so as to achieve a constant rate of interest on
the remaining balance of the liability. Finance charges are charged to
the Income Statement as part of finance expense.
Leases where the lessor retains substantially all the risks and
benefits of ownership of the assets are classified as operating
leases. Operating lease payments are recognised as an expense in
the Income Statement on a straight-line basis over the lease term.
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Share-based payments

Financial instruments

The Group operates a number of Share Option Schemes,
Performance Share Plans and cash settled award schemes, listed
below:• Executive Share Option Scheme 2015 (the ‘ESOS 2015’),
• Long-Term Incentive Plan 2015 (Part I) (the ‘LTIP 2015 (Part I)’),
• Recruitment and Retention Plan,
• Partnership and Matching Share Schemes.

Trade & other receivables
Trade receivables are initially recognised at fair value (which
usually equals the original invoice value) and are subsequently
measured at amortised cost less loss allowance or impairment
losses. The Group applies the simplified approach permitted by
IFRS 9 ‘Financial Instruments’ to measure expected credit losses
for trade receivables, which requires expected lifetime losses to be
recognised from initial recognition of the receivables. The carrying
amount of these receivables approximates their fair value as these
are short term in nature; hence, the maximum exposure to credit risk
at the reporting date is the carrying value of each class of receivable.

Equity settled share-based payment transactions
Group share schemes allow certain employees to acquire shares
in the Company. The fair value of share entitlements granted is
recognised as an employee expense in the Income Statement
with a corresponding increase in equity, while the cost of acquiring
shares on the open market to satisfy the Group’s obligations under
the Partnership and Matching Share Schemes is recognised in the
Income Statement as incurred.
All awards are subject to non-market vesting conditions only, the
details of which are set out in note 4.
The expense for the share entitlements shown in the Income
Statement is based on the fair value of the total number of
entitlements expected to vest and is allocated to accounting periods
on a straight-line basis over the vesting period. The cumulative
charge to the Income Statement at each reporting date reflects
the extent to which the vesting period has expired and the Group’s
best estimate of the number of equity instruments that will ultimately
vest. It is reversed only where entitlements do not vest because all
non-market performance conditions have not been met or where
an employee in receipt of share entitlements leaves the Group
before the end of the vesting period and forfeits those options in
consequence.
The proceeds received by the Company net of any directly
attributable transaction costs on the vesting of share entitlements
met by the issue of new shares are credited to share capital and
share premium when the share entitlements are exercised. Amounts
included in the share-based payments reserve are transferred to
retained income when vested options are exercised, forfeited post
vesting or lapse.
The dilutive effect of outstanding options, to the extent that they
are to be settled by the issue of new shares and to the extent that
the vesting conditions would have been satisfied if the end of the
reporting period was the end of the contingency period, is reflected
as additional share dilution in the determination of diluted earnings
per share.

Cash
Cash in the Balance Sheet comprise cash at bank and in hand and
short term deposits with an original maturity of three months or less.
Bank overdrafts that are repayable on demand and form part of the
Group’s cash management are included as a component of cash for
the purpose of the statement of cash flows.
Advances to customers
Advances to customers, which can be categorised as either an
advance of discount or a repayment/annuity loan conditional on the
achievement of contractual sales targets, are initially recognised at
fair value, amortised to the Income Statement (and classified within
sales discounts as a reduction in revenue) over the relevant period
to which the customer commitment is made, and subsequently
carried at amortised cost less an impairment allowance. Where
there is a volume target the amortisation of the advance is included
in sales discounts as a reduction to revenue. Regarding advances
to customers, the Group applies the general approach to measure
expected credit losses which requires a loss provision to be
recognised based on twelve month or lifetime expected credit
losses, provided a significant increase in credit risk has occurred
since initial recognition.
Trade & other payables
Trade & other payables are recognised initially at fair value and
subsequently measured at amortised cost using the effective
interest rate method.
Interest-bearing loans & borrowings
Interest-bearing loans & borrowings are recognised initially at fair
value less attributable transaction costs and are subsequently
measured at amortised cost with any difference between the
amount originally recognised and redemption value being
recognised in the Income Statement over the period of the
borrowings on an effective interest rate basis. Where the early
refinancing of a loan results in a significant change in the present
value of the expected cash flows, the original loan is de-recognised
and the replacement loan is recognised at fair value. The difference
between the original loan and the fair value of the replacement loan
is recognised in finance costs in the year.
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Derivative financial instruments
Derivatives are initially recognised at fair value on the date that
a derivative contract is entered into, and they are subsequently
re-measured to their fair value at the end of each reporting period.
The accounting for subsequent changes in fair value depends on
whether the derivative is designated as a hedging instrument and,
if so, the nature of the item being hedged. The Group designates
certain derivatives as hedges of a particular risk associated with the
cash flows of recognised assets and liabilities and highly probable
forecast transactions (cash flow hedges). The gains or losses
related to derivatives not used as effective hedging instruments are
recognised in the Income Statement.
At inception of the hedge relationship, the Group documents the
economic relationship between hedging instruments and hedged
items, including whether changes in the cash flows of the hedging
instruments are expected to offset changes in the cash flows
of hedged items. The Group documents its risk management
objective and strategy for undertaking its hedge transactions. The
fair values of derivative financial instruments designated in hedge
relationships are disclosed in note 22. Movements in the hedging
reserve in shareholders’ equity are shown in note 22. The full fair
value of a hedging derivative is classified as a non-current asset
or liability when the remaining maturity of the hedged item is more
than 12 months; it is classified as a current asset or liability when the
remaining maturity of the hedged item is less than 12 months. The
Group only trades derivatives for hedging activities. The Company
documents its assessment, both at hedge inception and on an
ongoing basis, of whether the derivatives that are used in hedging
transactions are highly effective in offsetting changes in fair values or
cash flows of hedged items.
Cash flow hedges that qualify for hedge accounting
The effective portion of changes in the fair value of derivatives that
are designated and qualify as cash flow hedges is recognised in
the cash flow hedge reserve within equity. The gain or loss relating
to the ineffective portion is recognised immediately in the Income
Statement as finance expenses.
The Group uses forward contracts to hedge forecast transactions,
the Group generally designates the full change in fair value of the
forward contract, i.e. the forward rate including forward points, as
the hedging instrument. Gains or losses relating to the effective
portion of the change in fair value of the entire forward contract are
recognised in the cash flow hedge reserve within equity.
Amounts accumulated in equity are reclassified in the periods
when the hedged item affects profit or loss. Where the hedged item
subsequently results in the recognition of a non-financial asset (such
as inventory), the deferred hedging gains and losses are included
within the initial cost of the asset. The deferred amounts are
ultimately recognised in profit or loss, since the hedged item affects
profit or loss (for example, through cost of sales).
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When a hedging instrument expires, or is sold or terminated, or
when a hedge no longer meets the criteria for hedge accounting,
any cumulative deferred gain or loss in equity at that time remains
in equity until the forecast transaction is no longer expected to
occur, the cumulative gain or loss that were reported in equity are
immediately reclassified to profit or loss.
Cash flow hedge reserve
The cash flow hedge reserve is used to recognise the effective
portion of gains or losses on derivatives that are designated and
qualify as cash flow hedges, as described in note 22. Amounts are
subsequently either transferred to the initial cost of inventory or
reclassified to profit or loss as appropriate.
Net investment hedging
Any gain or loss on the effective portion of a hedge of a net
investment in a foreign operation using a foreign currency
denominated monetary liability is recognised in Other
Comprehensive Income while the gain or loss on the ineffective
portion is recognised immediately in the Income Statement.
Cumulative gains and losses remain in Other Comprehensive
Income until disposal of the net investment in the foreign operation
at which point the related differences are transferred to the Income
Statement as part of the overall gain or loss on disposal.

Share capital/premium
Ordinary shares are classified as equity instruments. Incremental
costs directly attributable to the issuance of new shares are shown
in equity as a deduction from the gross proceeds.
Treasury shares
Equity share capital issued under its Joint Share Ownership Plan,
which is held in trust by an Employee Trust is classified as treasury
shares on consolidation until such time as the Interests vest and the
participants acquire the shares from the Trust or the Interests lapse
and the shares are cancelled or disposed of by the Trust.
Own shares acquired under share buyback programme
The cost of ordinary shares purchased by a subsidiary of the Group
on the open market is recorded as a deduction from equity on the
face of the Group Balance Sheet. When these shares are cancelled,
an amount equal to the nominal value of any shares cancelled is
included within other undenominated capital fund and the cost is
deducted from retained earnings.
Dividends
Final dividends on ordinary shares are recognised as a liability in
the financial statements only after they have been approved at an
Annual General Meeting of the Company. Interim dividends on
ordinary shares are recognised when they are paid.

