T

e 2/ TN

02016644
- FORM 6-K PROCESSED
) SECURITIES AND EXCHANGE COMMISSION MAR © 1 2002
Report of Foreign Issuer

Pursuant to Rule 13a-16 or 15d-16 of THOMSON

the Securities Exchange Act of 1934 FINANGIAL
| RECDS.EC.

. FEB 2 1 2002

Diageo plc !
080 |

(Translation of registrant's name into English)
8 Henrietta Place, London W1G ONB

(Address of principal executive offices)

indicats by check mark whather tha registrant files or will file annual reports under cover Fonm 20-F or Form 40-F

Form 20-F ....... X..... Form 40-F ..........

indicate by check mark whether the registrant by filing the information contained in this Form is also thereby
filing the information to the Commission pursuant to Rule 12g3-2(B) under the Securities Exchange Act of 1934,

YB8S .ccirirriennnnnn No ........ ), SUUT




List identifying information required to be furnished
by Diageo plc pursuant to Rule 13a-16 or 15d-16 of
The Securities Exchange Act 1934

Information Required by/when

Public Announcements/press The Stock Exchange, Londen
Release (listed below)

Interim Statement for the year ended 31
December 2001.
(21 February 2002)




21 February 2002 (7.00 am)

Diageo reports 17 % organic growth In operating profit from Premjum Drinks.

Diageo today announced its interim resulls for the six months ended 31 December 2001.

Organic 2001 - 2000

growth £ million £ milllon

Turnover 9% 6,474 6.842
Operating profit 11% 1,236 1,235
Premium Drinks operating profit 17% 967 834
Profit before tux , 1,228 1,189
EPS (repuried) 5% 26.7 pence 25.0 pence

The above numbers arc before goodwill amortisation and exceptional items.

SUMMARY OF KEY POINTS

Strong performance in Premium Drinks:
- Volume up 5%
- Net sales growth ot 11%
- Marketing up 7% to £554 million
- Reported operating margin improved by 1.2 percentage pomts to 21.7 %

Premitim Drinks performance driven by growth iu thie global priority brands:
- Yolume up 9%
- Net sales growth of 15%
- Marketing up 10% w £394 rmillivn

Burger King compurable restaurant sales in North America up 1%

Burger King operaring profit dowa 29% to £79 million

Pillshury operating profit for the four monihs cuded 31 October 2001 £190 million
Pratit. hefore goodwill amortsarion, exceptivual itcius and taxation £1,228 million
Exceptional items hefore taxaton, net gain of £57 willion

£98 million underlying improvement in Premium Drinks econuic profit

Interim dividend 9.3 pence per share, up 4.5%

Free cash flow down £20S5 million to £288 million

Return on invested capital from Premium Drinks, up 2.8 percentage poimis




paut Walsh, Group Chief Executive of Diageo, commenting on the six months ended 31 December 2001
said:

“This financial year hus beguu well, and in the first half Diageo bas delivered on both its strategic and
operational objectives. We have exited the Pillsbury business and completed our acquisition of the
spirits and wiuc businesses of Scagram while continuing to achieve high levels of protitahle top line
growth in prewium’ drinks. Diageo is committed to creating value for shareholders as evidenced by

countinued growth in economic profit and a further return of capital to shareholders in the period through
share buybacks.” ‘




Explanatory notes _

Unless otherwise stated, percentage movements given throughout this statement for volume, turnover,
net sales, marketing expenditure. aud operating profit arc organic movements (at Jevel exchange rates
and after adjusting for acyuisilions and disposals) for continuing operations. They are before gnndwill
amortisation and exceptivual items. Comparisons are with the equivalent period last year.

Voluue has been measurcd on an equivalent servings basis to nine lifre cases of spirits. Equivalent
cases arc calculatcd as follows: beer in hectolitres divide by 0.9, wine in nine litre cases divide by 5,
ready to drink in nine litre cases divide by 10.

Net sales are turnover less excise duty.

This doemment contains forward-looking staterents (hat iuvolve risk and uncertainty. There are a
oumber of factors that could cause actual results and devclupwents to differ materially from those
expressed or implied by these forward-looking statewcuts, iacluding factors beyond Diageo's control.
Please refer 1o page 23 - Cautonary statciuent conccrning forward-looking statcments for more details.

For fuxrther information: '

Diagev’s inteiim results presentation to analysts and investors will be broadeast at 8.30am (GMT) on
Thursday 21 February on Diageo's internet home page at the address: www.diageo.com. Prior to the
live lipk, the prescntation slides will also bc available to download from Diageo's home page.
TFollowing this, thc prcss confcrence is being webcast on www.diagec.com at 12.00pm (GMT).
Presentation slides will also be available to download from the home page.

You will be able to listen to a live broadeast of the presentation and questions and answers session. The
number to call is;

From: UK/Europe: <+44 (0) 208 240 8241

Diageo Management will host 2 teleconference 1o US and European analysts and investors at 3.00pm
(GM1) on Lhursday 21 February. (Call rhis number to listen:

From: UK/Europe: +44 (0) 208 240 8243

The teleconference will be available on instant replay from 5.00pm (GMT) and will be available uutil 28
February. The number 10 call is:

From: UK/Europe : +44 (0) 208 288 4459 Access code: 360
USA/Cunuda : +1 703 736 7336 Access code: 360

An imerview with Paul Walsh is available in video, audio and text from 7.00am (GMT) on
www.diageo,com and www.cantos.com. :

Investor enquiries to: Catherine James + 44 (0) 20 7927 5272
Investor.rel@diagen.com
Media enquiries to: Kathryn Partridge + 44 (V) 20 7927 5225

Media@pdiageo.com




DIAGEOC PLC
OVERVIEW

biageo has conrinued (v Jeliver on its objcctives with top line growth of 8%, operating profit. growth of
11%, improvemcut in operating margin of 0.4 percentage points and improved return on imvested
capital, up 1.9 perceutage points. Thc performance of the core premium drinks business was even
STonger as 4 result of innovation lcd growth.

Diagev’s integrated premium drinks strategy leverages innovation using Diagen’s skills across
distribution channels to bring new products to market faster. Top line growth bas therefore been driven
by volumc growth and mix improvemenpt. While price increases have heen achieved on specific brands
in some markcts, most notably the global priority brands in North America, price has not becu a
significant overall driver of turnover growth in the period.

Diageo is now building global campaigns on its leading brands. Scale benefits and operational
efficiency are increasing the effectiveness of Diagen’s total marketing spend.

The operating profit decline in Hurger King reflects the steps taken 1o preparc the Lusiness for
separation. The business fundamentals are improving. Comparable restaurant sales growli Lias been
restored in North America and there is now a pipeline of pew products and a wwie effective marketing
strategy. The new management is taking action w iocrease (e overall quality of restaurants in the
sysrem and, as a consequence, the mumnber of restaurant closwres has increased in the period and there
has been a lower number of restaurant openings. Despile this, system sales grew 17,

,Overall, these results build on the gruwth achieved in the last three financial ycars and provide further
evidence of Diageo’s ability to generule suslaiugble growth even when the world economic and political
environment is oot favourable., Diageo has continued to manage its capital structurc to create value for
sbarcholders. A (wther 40 million shares were purchascd for canccllation in the period.

Siuce the Legioning of the financial year Diagco has dclivercd on its strategic objectives with the
disposal of Pillsbury, the acquisition of the spirits and wine businesses of Seagram and in recent weeks
the agrecment in respect of distribution rights for the Cuervo brands. As a result we have increased our

strategic focus on prcmium drinks and built upon our position as the world’s leading premium drinks
company.




Gutlook

Counuenting, Paul Walsh said:

“As we begin the second half of this financial year we have seem mo significant change in trading
performance in our premium drinks business. The trends in respect of volume and net sales growth
achicved in the first half are expected to be delivered for the full year despite some deterioraton in
economic conditions in some markets, especially in Latin America. We will confinue to invest behind
- our brands to drive growth. Marketing expenditure for the full year is expected to increase in line with
growth in oct sales. The second half reported results will benetit from the addition of the spirits and
wine business of Seagram that we have acquired. We are contidepf nf achieving both our short and long
term financial targets in respect of this acquisition.

“With our interest cover at 7.8 times and our net debt down to £5.0 billion there is significaut
opportunity to return capital to shareholders. This is high on our agenda for the secund Lalf of this
financial year. .

“In Burger King, operational performance is improving and we expect the operatiug profit performance
in the second half o improve. This performance improvement will cuable us to deliver our objective to
separate Burger King from Diageo. We have a number of options as to how scparation can be achieved
and we will explore all of them.”

w




) DIAGEO PLC
OPERATING AND FINANCIAL REVIEW
for thc six months ended 31 December 2001

A

OPERATING REVIEW
DIAGEO

On a reported basis, turnover decreased by £364 million (5%) from £6,842 million in the six months
ended 31 December 2000 to £6,47X% million in the six months ended 31 December 2001. For conlinuing
operations, turnover increased £440 million (10%) from £4.583 million to £5,023 willivu. On an
organic bagsis, turnover for conrinuing operattons increased 9%.

Reported operating profit before gocdwill amortsation and exceploual ilemus iucieased £1 million from
£1,235 milion 10 £1,236 million. Reporled operating profit before goodwill amortisation and
exceptional items for continuing operations increased by £113 million (12%) from £933 million to
£1,046 million. Excluding the [avourable effects of cwirency, operating profit beforc goodwill
amortisation and exceplivual itews for contimiing operations increased 8% and on an organic basis
increased 11%. The results of Pillsbury, the packaged food business, arc included for the four months
0 its dispusal v 31 October 2001.  After goodwill amortisation and cxccptional opcrating costs,
operating profit decreased 19% from £1,168 million to £945 million.

On a rcported basis, marketing for continuing opcrations incrcased 6% from £543 million to £574
million. On an organic basis, markcting incressed by 7%.

Profit before goodwill amortisation, exceptional items, taxation and minority interests increased by £39
million 3%) from £1,189 million in the six months ended 31 December 2000 to £1,228 million in the
six months ended 31 December 2001. In local currency terms, this was a decrease of 1%. The net

interest chnrge decreased by £15 million (8%) from £185 million to £170 million in the six months
ended 31 December 2001.

Exceptional items before taxation were a net gain of £57 million in the six months ended 31 December
2001 against a net loss of £50 million in the six months ended 31 December 2000. After gondwill
amortisation and exceptional items, profit hefore faxation and minnrity interests increased by £147
million from £1,128 million to £€1,275 million in the six months ended 31 December 2001, and profit for
the period increased hy £19 million from £791 million to £810 million in the six months ended 31
December 2001. -

PREMIUM DRINKS

Reported munover increased by £394 million (10%) from £4,064 million in the six months cnded 31
December 2000 to £4,458 million in the six months cnded 31 Deecmber 2001. Reported operating
profit before goodwill amortisation and exceptional itcms incrcascd by £133 million (16%) from £834
million to £967 million. On an organic basis turnover grew 10% and operating profit increased by
17%. Turnover and operating profit in respect of the acquisition of the spirits and wine business of
Seagram on 21 December 2001 were not material in the period and will be accounred for in the six
months ending 30 June 2002. '



Volume was up 5%, with global priority brands growing by 9% and local priority brands hy 2%.
Volume of category management brands, which generated 26% of total volume for the six months ended

31 December 2001, declined 4%.

Net sales grew 11% to £3,341 million with global priority brands up 15%. Marketing grew 7% 10 £554
million.

Prcmium drinks has continued to deliver strong top and bottom line growth as a result of its focus on
global priority brands, which represent over 60% of total preminm drinks volume, and growth in ready
to drink. The major markets of North America, Great Britain and Spain delivered strong growth. In
Ireland, operating profit growth was constrained by rhe performance of Guinness which was affected by
the continued move from beer to spirits and wine. Top line growth in Premium Drinks, combined with
the incremental synergy savings ot 26 million delivered hy the merger of Guingess awd UDY, has led
to a further improvement in refurn on invested capital.

Volume and net sales growth by brand classification

Equivalent Yolume  Net salcs
cases growth growth
million % %o
Johnnie Walker 6.0 T @2) 1
Guinness 5.6 )] 3
Smirnoff 11.8 26 59
I&B 3.8 5 5
Baileys 3.6 11 10
Cuervo 2.1 (4) 5
Tanqueray 1.0 2 |
Malibu 13 10 13
Total global priority brands 352 9 15
Local priority brands ‘TR 2 12
Category management brands 13.7 _@&) 1
56.7 3 11
Acquisitiong 1.8 T -
‘Cotal 58.5
MARKET REVIEW Global Category
priority  Local priority management
brands brands brands - Total
% % % %
Volume growth by market
Major markcts
North America 19 (¢)) ® 9
Great Britain o 14 11 11
Ireland ()] 1 ®) ¢y
Spain 13, 15 (©)] 11
14 6 o) R
Key markets 2 @ 1 1
Venture markets _4 as) [6)) 2
Total I 2 @ =
7



Global Local Category

priority priority management
brands brands brands ‘Total
k : o % % Yn - %
Net sales growth by markct
Major markets :
North Amcrica 32 - (&) 19
Great Britain 9 30 i1 _ 14
Ireland (1) 6 3) 1
Spain 15 20 3 .14
20 12 (1) 14
Key markets 6 7 6 7
Venture markets 8 19 - G
Total s 2 1 1
Operating protit ‘ Organic
2001 2000 growth
£ willion £ million %
Major markets '
North America 253 211° 20
Great Britain 136 108 33
Ireland B6 88 5
Spain _60 _s2 18
535 459 20
Key markets 287 243 13
Veotue markets 145 132 11
Total - 967 834 17

Review by major market
North America

Volume up 9%
Marketing up 17%

Net sales up 19%
Operating profit up 20%

Key drivers:

e Growth of Smirnoff Ice

s Growth of Smirnoff Red and Twist

e Continued growth in global priority brands

e Woeak volume performance in category management brands

Volume was up 9% and net sales grew 19% as a result of the increased proportion of ready to drink and
price increases on Cuervo and Johnnie Walker. Markering rose |7% driven by increased invesument o

Smirnott Ice. Operating profit grew hy 20% driven by the contimied rollout of Smirnoff Ice and growth
of the global priority brands,
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The launch of Smirnoff Ice Lizs been a key driver of net sales growth in these results. However, the
steength of the Smirnoff brand cquity is further demonstrated by the volume growth of the core hrand
which is up 11%. with Red up 4% and Twist flavours up over 150%.

The Swirnull Ice introduction in North America contimues to be 2 great success with volume of 1.4
willion equivalent cases in the period, supported by marketing spend of £22 million and addirional
contributions by distributors of £15 million. Smirnoff Ice bas now reached 70% distiibution in the
graocery sector and 409 in on trade outlets.

Volume of Johnnic Walker Black grew 6% and net sales grew Y% tfoilowing a 3% price increase.
Markcting behind the “Keep Walking” campaign grew aver 60% against the same period last year.
Johonie Walker Black, the market leader in the deluxe seofch category, made further market sharc
guins. Volume of Johnnie Walker Red declined 4% with ner sales hroadly flat. J&B volume declined
9%, though overall profitability grew against the comparahle perind as markeling was Cul on campaigus
which were not performing.

Cuervo volume declined 3%. Price increases implemented in the past year 10 cover the increased cost
of agave led to net sales growth of 5%. Tanqueray volume and net sales were broadly [ut. Baileys
valume grew by 8% driven by increased markening, up 9%. behind the “Thic” cawupaign. Malibu
voliime increased hy 12% as a result of campaigns such as “Seriously Easy Guing™, aud waiketing grew
hy 14%.

Guinness volume was [at despite (e successful launch of Guinness Draught in a Bottlc which has sold
nearly 45,000 equivalent cases since launcli,

Lucul privrily braud volume declioed by 1%, primarily as a result of a decline in Gordon's gin volume.
Gordon's gin has faced iucreased competition from lower end brands partly offsct by pricc increases.
Beaulieu Vineyard wines continued to show strong growth with volume up 10%. Overall profitability
across North American local priority brands was broadly flat. Volume of category management brands
declined by 8%. These brands account for 25% of the volume in North America but only 14% of the
contribution aftcr markcting, Therefore the volume decline, which was offset by a reduction in
marketing, did not impact overall profitability.

Creat Britain

Volume up 11%

Marketing up 6%

Net sales up 14% -
Operating profit up 33%

Key drivers:

o Growth of Smirnoff Ice and Red
e Growth of Baileys
e Turparound in Bell’s

The busimess in Great Britain has delivered a very srrong performance with operating profit up 33%.
Net sales grew hy 14% primarily due tn the growth of the ready to drink and spirits brands.

Smirneff volume grew 13% largely because of the strony perfurmunce of both Smirnoff Ice and

Smirnoff Red. Smimoff Red grew 13% driven by a new adverlising camnpaipgn “If Smirnoff Made™ and

investment behind the “Smimoff Experience” dance music cvents. Smirnoff Ice volume grew 18% and
5 :
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its share of the ready tu driuk category grew to ncarly 25%, supported by the “Clear As Your
Consclence™ campaigzu.-

Bajleys performed extremely well, with volume growth of over 30%. Baileys is benetiting from
investuent behind the “Let Your Scnses Guide You” campaign and the continued rollout of the “Large
Mcasure Over Ice” programme. GQGuinness volume declined by 1%, in line with the overall beer
category. :

Local priority brands’ volume grew 14%. Archers volume grew nearly 80% with 4% growth in the
parcnt brand but mainly driven by Archers Aqua ready to drink which was launched in May 2001 and
reached 130,000 equivalent cases in the period. Bell’s volume grew 5% underpinned by the success of
the “Jools Holland” advertising campaign and increased promotional activity in the grocery chanmel.
Gordon’s gin volume was up 7%.

Ireland

Volume down 1%
Marketing flat

Net salesup 1%
Operating profit up 5%

Key drivers:
e 4% decline in Guinness volume
¢ (rowth jn Smirnoft Red and Baileys.

Guitmess accounts for 35% of premium drinks’ folal volume in Ir¢luud. Guinness volume fell 4%,
therefore despite 3% volure growth in our global privrity spirils brauds, total volume fell 1% in the
period. The premium drinks market in Irelund coutinues (o wove away from beer to spirits and wincs

and declined slightly, Guinness market shure in both the on and off trade has increased over the last six
months.

Baileys voluwe giew 8% with marketing spend up 20% driven by sponsorship of the “Priends”
television serics aud (e on trade perfect scrve programme.

Smirnoff Red volumc grcw 5% and net sales grew 7%. Smirnoff Ice volume declined by nearly 20%.

Smirnoff Iec achicved virtually full distribution at lounch and after the high initial level of consumer
trial has scttlcd to morc normal levels,

Spain

Volume up 11%
Marketing up 8%

Net sales up 14%
Operating profit up 18%

Key drivers:
e J&B volume up 14%

» J&B marketing up 78 %
e Strong performance in 1)elixe scotch and rum brands

10
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J&RB volume grew hy 14%. There was sume buying ahcad of the January 2002 excise duty increase.
However, this accounted for only abuul 5 percentage points of the growth. J&B is the clear market
Jeader with a 26% share, over 4 percentage points ahcad of the pumber two brand. Marketing
investment on J&B was up 28 %, following (be introduction of the new “Ampersaud” campaign. Cardhu
volume growth conrimues, up 15% dyiven by advertising and an on premise tasting programme.

Smirnoff volume grew 12% and, in conjunction with price increases, this led to net sales growth of
26%. Baileys volumc grew 17% supported by the global “Let Your Senses Guide You” advertising
campaign. Baileys net sales grew by 20% following a price increase. Its market share of the cream
ligueur category was 62%.

Malibu volume grew 22% bencfiting from television advertising. Pampero volume grew 38% and a
price increase led to net salcs growth of 53%. Pampero gained market share and is again rhe fastest
growing brand in Spain’s fastest growing category.

Key markets

Volume up-1%
Markering down 1%
Net sales up 7%
Operating profit up 13%

Key drivers:

(i7rowth in Australia
(Growth in | atin America
Growth in Africa

Mix improvement

‘I'he performance in Key markets must be viewed against the background of curreut political and
economic ditficnities in many regions of the world, Overall growth in key markets, with uperating
profit up 13% to £287 million, resulted from a swrong performance across a nuwnber of markets,
partcularly Auswtalia, Venezuela, Greece and the African markeis. During the period, acquisitions
made last year contributed £118 million 1o rurnover and £17 million to vperaling prufit.

Volume grew 1% and net sales grew 7% as a result of price and puix improvements, Markcting is
broadly in line with (e cowparable period last year, reflecting increases behind proven campaigns in
Ausmralia and Africa, offsel by reductions in Japan and Brazil.

The global priority brands account for over 50% of rotal key market volume and they grew by 2% with
0% growth in nct salcs.

Volume of thc non global priority brands was flat, while net sales grew by 7%. This is the result of a
mix improvement duc to strong growth in local priority brands such as Bundaberg Rum in Australia and

Buchanans in Venczuela, which was up over 70%. These increases offset the decline in Spey Royal in
Thailand and VAT 69 in Venezuela.

The business in Australia continued to perform strangly. It has an estahlished ready to drink market and
Diageo's ready to drink porrfolin again delivered growth with volume up 30%. Bundaberg volume
grew 6%. (ilohal priority brands grew volume by 11% driven by swong performances fruw Smirnoff,
Baileys and the Johnnie Walker hrand. In Greece, a similar mix of growth of global priority Lrauds and
ready to drink led to a 10% increase in contribution after marketing.
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Contritution after marketing in the key markets in Africa grew by 19% benefiting from a sfrong
performance across the global priority brapds. Guinness volume was up 3% wi;h growth _resmcted by
bottling capacity issues which are now largely resolved. Net sales rose 24% driven by price mcrease’s
and supported by increased warketing, up 25%, mainly behind the successful “Michael qucr’
campaign. Spirits volume in Africa grew by 22%, with Johnnie Walker volume up Y% and Smirnoff
volume up 16%.

Thailand conlinues 10 be impacted by difficult economic conditions and the excise duty increase
implemenred in April 2001, Volumc was down 9% in the period but contribution after marketing rose
by 13%, as a result of mix bencfits on global priority brands and a reduction in marketing following the
staging of the Johnnic Walker Classic golf tournament there last year.

Volume in Taiwan grew by 9% with a strong performance from Johnnie Walker, up 10%. which
benefited from the “Keep Walking” campaign and increased tnans on the mainstream restaurant aud olf
trade channels.

In Korea, contribution after marketing was up 6%. A strong performance in J&B offset volume declioe
in Dimple which has been impacted by the increase in distributor stocks at the end of Junc 2001 prior to
the introduction of a new liquor purchase card.

The weakness of the Japanese economy was reflected in a decline of 3% in volume., The added impact
of an adverse mix shift from deluxe to lower margin brands led to u 16% decline in net sales. In this
environment, marketing was reduced by 30% and is now 19% of net sales in Japau. At this level, it is
expected 10 support brand equity in anticipaton of a fuwre upturn.

Tn Venezuela, focus on priority brands and the develvpment of ucw routes to market have delivered over
35% growth in contribution after marketing, despite a 16% reduction in volume. Johnnie Walker Black
and Buchanans grew 21% and 72% respeclively, with the Johnnic Walker Dlack performance reflecting
the bepefit of the “Keep Walking™ campaigu. The growth of global pricrity brands was offset by
volume decline of 37% on VAT G9 as compctitors took price reductions in what is a low margin
business., Brazil volune was down as the devaluation of the Brazilian currcncy resulted in significant
. price increases. However, Swirnoff Icc contimues to perform well following its launch in April 2001
with volume of 48,000 cquivalent cases in the period.

Performance in the Global Duty Free business has been impacted by the reduction in world travel since
11 September and volume was down 7% against the comparable period last year.

Venturce markets

Volume down 2%

Marketing up 4%
Net sales up 6%

Operating profit up 11%

Key drivers:
s Growth across Europe, Asia and the (laribhean

e Global priority brands volume up 4%, net sales up 8% driven by price and mix improvements
e Market in Latin America and Middle Kast impacted by economic conditions

12
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While world evems have proved even more challenging for many of these markets than for the key
markets. most markers have aclieved growth and overall the venture markets have performed well.
Security concerns in the Middle East bave impacted the travel retail business there, and in Argentina
action has been taken (v cusure therc is minimum financial exposure in this volatile environment. ‘F'he
Far East has also proved to be a difficult market, and in Malaysia, the Philippines and India,
performance has declined, ITowcver, the Caribbean markets have performed well, as bave Furopean
markets willi tlic wain exception of Germany.

The focus on global priority brands, with increased investment behind them, is delivering wix
improvement which has resulted in net sales growth. Johmnie Walker Black net sales were up 77,
Baileys up 10% and Smirnoff Red up 11%. ‘

Caribbean markets showed strong growth, with Johnnie Walker Black volume up 16%. Red Stripc
volume was up 11% in Jamaica.

In italy, there were volume and profit increases, with 15% volune growth in Baileys driven by the
global advertising campaign “Let Your Senses Guide You”. In Germany, double digit price incrcascs
an Jonnnie Waiker Red and Baileys as part of the BEuropesn priciuy swategy impacted performance in
the short term, with global priority brand volume down 11% aud pet sales down 4%.

In Asia, contribution after marketing growih was achieved mainly as a result of pricc incrcascs.

BURGER KING

Syswem sales up 1%

Total reswurants up 65 cumparcd with 30 June 2001 to 11,437
Worldwide comparable restaurant sales up 0.4%

North America comparable restaurant sales up 1%

Operating profit down 29% to £79 million

Reparted nperating margin down 5.1 percentage points 10 14.0%

The underlying operational performance in Burger King bas improved in (e six mouths eoded 31
December 2001. This improvement is evidenced by (he slight iuproveinent in worldwide comparable
restaurant sales against 4 6% decliue iu (e six months ended 31 December 2000. This was driven by
the significantly improved performance in North America. Net rcstaurant numbcers have increased by
vuly 65 against uu increase of 184 in the comparable period.

In North America, system sales grew 1% as a result of 1% growth in comparable restaurant sales. A
pipeline of new products has been created in the period. - Marketing effectiveness has also been
improved as local and national programmes have been aligned. Whilst the number of restaurants
decreased in the period by 51, the overall system quality has improved as a result of the infraduction of
a new criteria for restaurant standards. This focus on operational excellence has led to an increase in

overheads which has had an adverse effect on profitability. These actions are essential to the future of
Burger King as a separata entity.

Camparahle restanrant sales were down in the internarional business, although the performance has
improved against the prior full year. Comparable restaurant sales were down 2% in Eurupe, 1% in
Larin America and 3% in Asia Pacific. An additional 116 restaurauts were added o the period.
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FINANCIAIL. REVIEW

Exchange rates

i?.xchange rate movements duriug the six month period, including the effect of the curremcy option
cylinders, favoursbly impacted profit before exceptiopal items and taxation by £50 mmifion. The
beneficial impact on group wading profit was £63 million (operating profit £61 million and share of
profits of assoviates £2 million), offsct by an adverse effect on the interest charge of £13 million. In
Premium Drinks, the beneficial impact on operating profit was £21 million.

Based on current cxchange rates, it is expected that the full year impact of exchange rate movements on
profit before exceptional jtems and taxation will be a positive effect of approximately £60 million.

Associates

The group’s share of profits of associates before exceptional items was £162 million for the perivd
compared with £139 million for the same period last year. ‘I'he 21.7% equity interest in General Mills
confributed £46 million of this increase in the two months ended 31 December 2001.

Goodwill

Goodwill amortisation in the period was £10 million, mainly in respect of the Packaged I'ood
businesses.

Exceptional items
Exceptional items in the siX month period amounted W 4 uel gaiu of £57 million before taxation.

£281 million was charyed w upesating profit, comprising £21 million in respect of the integration of
UDV and Guinness, £40 millivn iu respect of Scagram and £220 million for the agreement on the
distribution rights fur the Cuervo brand. Under the Cuervo agrecment, Diageo and Jose Cuervo agreed
w teriuate their litigation, now arrangements were formalised for the distribution rights for the Cuervo

braud iu i Unpited States (which now extend to 2013), and Diageo will return its 45% equity stake in
José Cucrvo SA. .

£17 million was charged to ossociates in respect of restructuring costs incurred by General Mills

following the acquisition of the Pillsbury business, and net losses incurred on sales of fixed assets were
£5 million. -

Net gains on the disposal of businesses were £360 million, principally Pillsbury (£326 million) and
Guinness World Records (£35 million).

Interest

The interest charge in the period was £170 million, compared with £185 mjllion for the cumparable
period. A £34 million henefit arising from the disposal of businesses and & £20 willion benefit from the
reduction in interest rares was partly offset by other factors. principally increases iu respect of exchange
rate movements and the share of General Mills* inlerest chiarge. Interest cover was 7.8 times.
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‘Taxation )

The effective rate uf (axation on profit before goodwill amortisation and exceptional items for the period
was 25%, compared will 25.5% for the six months ended 31 December 2000, restated trom the
originally repurled 25% following compliance with the new accounting standard for deterred tax. The
charge is Lased on an estimatc of the effective tax rate for the financial year as a whole.

Dividend

Diageo will pay an interim dividend of 9.3 pence per share on 22 April 2002, an increase of 4.5% on
last year's intcrim dividend. Payment to US ADR holders will be made on 26 April 2002. The recurd
datc for this dividend will be 8 March 2002. A dividend reinvestment plan is available in respect of this
dividend and the plan notice date will be 28 March 2002.

Cash flow

Free cash inflow was £288 million, compared with £493 million in the prior period. Cash infllow from
operating activities was £821 million compared with £995 million in the cumparable pegiod. This
inflow was after $£70) million of integration costs and a £457 million increase in working capital mainly
due 10 seasonal factors. ‘I'he incremental increase in working capital of £126 millivu, against the same
perind last year, arose from increased sales in premium drinks, a £31 willion increasc in respect of
Burger King and a £15 million increase in respect of Pillsbury. In addition there was a £10 million
incremental increase in respect of premium driuks iu Spain as a result of purchasing ahcad of the excise
duty increase in January 2002, £20 million in respect of (e restructuging of distribution in Portugal and
£40 million in Grear Britain.

Nel inlerest paywents were £184 million against £204 million in thc comparable period. Purchases of
tangible fixed asscts in the period amounted to £212 million, an increase of £34 million. Tax payments
were £115 million comparcd with £87 million.

The acquisition. of businesses, primarily the spirits and wine businesses of Seagram, resulred in a cash
outflow of £3,502 million. 40 million ordinary shares were purchased for cancellation in the period at a
cost of £279 million, compared with 18 million at a cost of £10& million in the same period last year.
Net cash inflow, before management of liquid resources and increase in lnans, was £353 million
compared with an outflow of £118 million in the comparahle perind.

Halance sheet.

The consolidated balance sheet includes a provisional assessment of rthe assets amd liabilitics of the
acquired spirits and wine businesses of Seagram. The excess of the purchase cuusideration over the
estimated net tangible assets was £2.8 billlon and has been included in intangible assels,

At 31 December 2001, (olal sharcholders' funds were £6,969 million compared with £5,123 million at
30 Junc 2001. The iucrease was mainly duc to the £501 million retained incomc for the period, less
£279 million following caucellation of own sharcs and the release of £1,697 million of goodwill

previously written off to reserves. This release' was principally in respect of the sale of the Packaged
Tood busincss.

Gross borrowings were £7,613 million. Net borrowings were £4,994 million, a decrease of £485
million from 30 June 2001. This decrease includes the net cash intflow of £7Y2 million on the purchases
and sales of subsidiaries and free cash tiow of £288 miilion, less the £279 million purchase of shares
and £452 million equity dividend payment.
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DIAGEO CONSOLIDATED PROFIT AND LUSS ACCOUNT

Six months ended
31 Necemher 2001

Six months ¢nded
31 Deccmber 2000

. oo Belure
' ~ Refore goodwill Goodwill
goodwill  Gonodwill and  and ex-
and and ex- vkceptional ccptiopal
exceptional ceptionul items iterms Total
items items Total (restatcd) (restated) (restated)
£ million £ millon ¢£ million £ million £ million &£ million
Turnover ‘
Continuing operations 5,023 - 5,023 4,583 - 4,583
Discontinned aperations ' 1.455 - 1,455 2,259 - 2,259
6,478 - 6,478 6,842 - 6,842
Operating costs (5,242) 2%1) (5,533) (5,607) 67 (5,674)
Operating profit
Continuing operations | 1,046 (285) 761 933 (58 875
Discontinued operatons | 196 (9} 15— 322 ™ 20% |
1,236 @%1) 945 1,235 (67) 1,168
Share of associates’ profits _162 Qan 145 139 - 139
Trading profit 1,398 (308) 1,090 1,374 67) 1,307
Disposal of {ixcd assets - 5) *) - 6 6
Sale of businesses - 360 360 - - -
Tutcrest payable (net) 179 - _(170) 18 - (185)
Profit before taxation 1,228 47 1,275 1,189 (1) 1,128
Taxation (&]1g)) (116) (423) (303) 2 (295
Profit after taxation 921 (69) 852 8%6 (53) 333
Minority intcrests ,
Equity 24 - (24) (22) - 22)
Non-cquity as) - as) 20 _- 20
Profit for the period 879 (69) %10 344 (53) 791
Interim dividend (&]15)] - 309 (298 i (298)
Transferred to reserves 570 () sat 546 (53) 493
Pence per share - - T - _ -
Basic earningg 26.2p Q.Dp 24.1p 25.0p (1.6)p 23.4p
Diluted earnings 26.1p 2.0)p 24.1p 24.9p 1.5p 23.4p
Interim dividend 9.3p - 9.3p 8.9p - 8.9p
Average shares 3,358m - 3,380

DIAGEO CONSOLIDATED STATEMENT OF
TOTAL RECOGNISED GAINS AND LOSSEN

Six manths ended
31 December 2001
. " £ millfon
Profit for the perind - group 731
- associates 79
810
Exchange adjusmments : (83)
Tax on exchange in reserves __6
Total recugnised gains and losses - 733
16

Six months ended
31 December 2000
L million

700

_s1

791

31

X227
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DIAGEO CONSOLIDATED BALANCE SHEET

31 December 2001 30 June 2N

Fixed assets
Intangible asscts
Tangiblc asscts
Investments

Current assets

Stocks 2,271
Debtors (including franchisee

loans of £233 million, less non-

returnable proceeds of £153

million) . 3,817
Cash at bank and in hand 2,286
8,374
Creditors - due within one year
Borrowings (3,4406)
Other creditors 3,877)
(7,323

Net current assets
Total assets less current liabilities

Creditors - duc aller one year

Borrowings (4,132)
Other creditors (62)

Provisions for Liabilitics and charges

Capital and reserves

Called up share capital

Reserves

Shareholders' funds

Minority interests

Equity 1R9
Non-equity 3RS

(restated)

" £ million £ million £ million £ million

5,589 5,672
2,360 3,176
3,225 1.473

1,174 10,321

2,232

3,191

1,842

7,265

(3,602)

(3,495

@.09D
1,051 168
12,225 10,489

(3,993)

__099)

(4,194) (4,089)
(488) 671

7,543 5,720

976 YK7
5,993 4,136
6,969 5,123

207
399
574 606

-~
th
o
W
Ch
)
N
0

17

3] December 2000
(restated)
£ million £ million

5,419
3,051
1,578
10,048
2,208
3,677
1,089
6,074
(3,336)
3,592
6,928
__46
10,004
(3,626)
127
(3,753)
gﬁ"lﬁ')
5,665
986
4,113
5,099
153
413
566
5,665
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DIAGEO CONSOLIDATED CASH FLOW STATEMENT

Six manths ended Six months ended
31 December 2001 31 December 2000
£ million £ million £ million £ million

Net cash inflow from operating activities 821 995
Dividends rcccived from associates 43 34
Rcturns on investments and servicing of finance
Interest paid (net) ' (134) (204)
Dividends paid to equity minority interests 2D (21) .
(205) (225)
Taxation (115) (87)
Capital expenditure and financial investment
* Purchase of tangible tixed assers 212) (178)
Purchase of own shares (ner) 69) ©7)
Sale of fixed assets 20 221
@6y 22
Free cash flow 288 493
Acquisitions and disposals
Purchase of subsidiaries (3,502) (1))
Sale of subsidiaries 4,294 -
792 i
Equity dividends paid 452 (425)
Cash [luw before liquid resources and financing 628 29)
Management of liquid resources (226) 55
Financing -
Issue of share capital 4 19
Own sharcs purchased for cancellation 279 (108)
Increasc in loans 11 189
@s9) _100
Increase in cash in the period A38 127

MOVEMENTS IN NET BORROWINGS

Six months ended Six months ended
31 December 2001 31 December 2000

£ million . £ willion
Increase in cash in the period 138 127
Cash flow from increase in loans 11) (189)
Change in liquid resources 226 L E1)
Change in net borrowings from cash flows 3s3 (118)
Exchange adjustmenrs 176 (55)
Nou-cash itews (C2)) _16
Decrease/(increase) in net borrowings 485 157D
Net borrowings at beginning of the period (5,479) (8,545
Net borrowings at cnd of the period (4,994) 5,702
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NOTES

1. Segmental analysis

2001 2000
Operating Operating
Turnover profit Turnover profit
: £ million £ million £ million £ million
Class of business:
Prcmium Drinks 4,458 967 4,064 834
Quick Scrvice Restaurants 565 79 519 5
Continuing operations 5,023 1,046 4,583 933
Discontinued operations 1,455 | 190 2,259 302
6,478 1,236 6.842 1,235
Geographical area by destination:
Europe 2,331 427 2,147 373
North America 1,548 322 1,395 299
Asia Pacific _ 451 118 456 111
Latin Armerica 345 119 345 91
Rest of World 348 | 63 240 _59
Contiming tlvperatinns 5,023 1,046 4,583 933

The abuve analysis of operating profit is before goodwill amortisation and exceptional items. The
geographical analysis is based on the location of the third party customers. The discontinued operations
cowprise tie packaged food businesscs (Dillsbury).

2001 2000
¥ million £ million
Nct asscts:

Premium Drinks 8,772 5,307
Quick Service Restaurants _11,482 1,370
Coatiniting operations 10,254 6.677
Discontinued operations 1 - 3,883
10,254 10,560

Investments in associates 2,927 1,246
Tax, dividends and other (644) (439)
Net horrowings : (4,994) (5.702)
- 17,543 5,665

Europe 4,090 ; 3,911
North America ' 5,450 5,921
Asia Pacific 286 305
Latin America 247 295
Rest of World | 181 128
10,254 10,560

Weighted average exchange rates used in the translation of prot?t and loss accounts were LS dollar - £1
— $1.44 (2000 - £1 = $1.46) and euro - £1 = 1.61 (2000 - £1 = 1.65). Exchange rates used 10
translate assets and liabilities at the balance sheet date were TN dollar - £1 = $1.46 (2000 - £1 =
$1.49) and euro - £1 = 1.63 (2000 - £] = 1.59). The group uses option cylinders and foreixn
exchange transaction hedges ro mitigate the effect of exchange rate movements. The effective cachange
rates 1aking into account the impact of these instruments were| US dollar - £1 = $1.46 (2000 - L1 =
$1.61) and eurn - £1 = 1.62 (2000 - £1 = 1.59).
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2.  Goodwill and exceptional items

Charged to:
Operadng costs

Associatcs
Disposal of fixed

assets
Sale of businesses

3. Taxation

Guodwili émdrtisaﬁon
Guinness UDV intcgration

* José Cuervo settlement

Seagram costs

Becr production reorganisation
Busincss ownership restructuring
Burger King items

Share of reorganisation costs of
General Mills

(Loss)/gain on sales
Packaged Food
Guinness World Records
(Yher

£ million

(10)
1)
(220)

326
35

_

2001
£ million

(291)
an
5

360
47

ll

2000

£ million £ million
(11)
(%)
)
@25)
gy

(67)

6

&

The £423 million total taxation churge [or (e six months ended 31 December 2001 comprises UK tax
of £1 million, foreign tix of £373 willion and tax on associates of £49 million.

4, Nuote of cumsvlidated historical cost profits and losses

There is nov aterial difference between the reported profit shown in the consolidated profit and loss
account and the profit restated on an historical cost basis.

5. Movements in consolidated sharcholders' fimds

Profit for the period

Dividends

Exchange adjustments -

Tax on exchange in reserves

New share capital issuned

Purchase of own shares tor cancellation
Gondwill on disposals of businesses

Net mnvement in shareholders' funds
Shareholders' funds at beginning of the perivd
Shareholders' funds at end of the period

20

2000
(restated)
£ million

791
(298)
493

31

19
(108)
435
4,664
5,099
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6. Net borrowings

31 December 30 lune 31 December
2001 246 2000
X £ million £ million £ million
Debt duc within one year and overdrafts (3,446) (4.602) (3.336)
DcUt due aficr one year 4,132) (3,993) (3.626)
Net obligations undcr finance leases . (35) 4D (40)
{(7,613) (7.636) (7.002)
Less: Cash at bank and in band 2,286 1.842 : 1,089
Interest rate and foreign currency swaps 333 315 211
Net borrowings ' (4,994 G479 (5,702)
7. Net cash inflow from operating activities
2001 2000
£ million £ million
Operating profit. 945 1,168
Exceptional operating costs 281 56
Restmictmring and integration payments (70) (87)
Depreciarion and amortsaton charge 166 197
Increase in working capital 457 (331)
Other items 49 ¢
Net cash Inflow from vperatiug activities ' 821 995

8. Basiys uf preparation

The interim financial information has been prepared on the basis of accounting policies consistent with
(wse dapplied in the accounts for the ycar coded 30 June 2001, except for the accounting policy change
set out in note 9 below. The information is unaudited but has been reviewed by the auditors, KPM{+
Audit Ple, and their report is reproduced after these motes, The information does not comprise the
statutory accounts of the group. The statutory accounts of Diageo plc for the year ended 30 Jupe 2001
have been filed with the registrar of companies. KPMG Audit Plc have reported on these accounts;

their report was unqualified and did not contain any statement under section 237 of the Companies_Act
1985,

9. Accounting policy changes ’ -

The interim fipancial information complies wn‘h fhe following Financial Reporting Standard issued Ly
the UK Accounting Standards Board.

KRS 1Y - lleferred rax. This standard requires full provisivn w be wade for deferred tax asscts and
liabilities aricing trom timing differences between the recognition of guins and losses in the financial
statements and their recognition in a tax computativn. It vuly requites recognition when the rcsulting
deferred tax can be justificd ay aw asset or liability in its own right, thus excluding, for example,
deferred 1ax on periodic revaluatious of fixed asscts and on retaincd profits in overseas subsidiaries and
associates prior W auy commitment to remit thosc profits. The standard allows the optional discounting
of all ur uowe of the deferred tax asscts and liabilities, and the group has elected pot to discount.
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Compliance with this standard Lias increased the deferred tax provision at 30 June 2001 by +64 million
and at 30 June 2000 by £47 million, Thc tax charge for the year ended 30 June 2001 increased by £19
million of which £13 million is in respect of profit before goodwill amortisation and exceptional liems
giving a restawd cffcctive tax rate, before goodwill amortisation and exceptional items, of 23.6%
compared with (e 23 % originally rcported.

INDEPENDENT REVIEW REPORT TO IMAGED plc
Introduction

We have been instructed by the company to review the financial information for the six months cuded
31 Dccember 2001 set out on pages 16 to 22. We have read the other information cuntained in the
interim report and considered whether it contains any apparent misstatements or material incunsistcncics
with the financial information.

Directors’ responsibilities

The interim report, including the financial information contained (icreiu, is the responsibility of, and
has been approved by, the directors. The directors are responsible [ur preparing the interim report in
accardance with the Listing Rules of the Financial Services Autliocity which require that the accounting
policies and presentation applied to the inlkcrimn figures should be consistent with those applied in
preparing annual ‘accounts excepl where they arc to be changed in the ncxt anmual accounts in which
case any changes, and the reasons fur themn, are to be disclosed.

Revlew work perfurmed

We conducted vur review in accordance with guidance contained in Bulletin 1999/41: Review of Interim
Fiuancial Iuformation issucd by the Auditing Practices Board. A review consists principally of making
enyuiries of group management and applying analytical procedures to the financial information and
uwuderlying financial data and, bascd thercon, assessing whether the accounting policies and presentation
have been consistently applicd unless otherwise disclosed. A review is substantially less in scope than
an audit performed in accordance with Auditing Standards and therefore provides a lower level of
assurance than an audit, Accordingly, we do not express an audit opinion on the financial intnrmation.

Review conclusion

On the basis of our review we are mot aware of any material maoditications that should be made 10 the
financial information as presented for the six months ended 31 Tecember 2001.

KPMG Audit Ple
Chartered Accountants
T.ondon, 20 February 2002

22

24




. Cantionary statemeut concerning forward-looking statements

This documeut contains statcments with respect to the tinancial condition, resulls of operations and
business of Diugecv and certain of the plans and objectives of 1Jiagen with respect 1o these items. These
forward-louking statemcnts are made pursuant to the “Nafe Harbor” provisioms of the United States
Private Sccurities Litigation Reform Act of 1995. Tn particular, all starermuculs that express forecasts,
expeclations and projcctions with respect to future matters, including twends iu results of opcrations,
wargins, growth rates, market standing and volume of products. overall matket trends, the impact of
interest, cxchange rates or the introduction of the euro, anticipated cust savings or synmergies and the
completion of our strategic tramsactions, are forward-looking statements, By their nature, forward-
looking statements involve risk and uncertainty because lhey selatc to cvents and  depend on
circumstances that will occur in the tuture. There are a number of factors that could cause actual results
and developments to differ materially from those. cxpressed or implicd by these forward-looking
statements, including factors that are outside Diageo's conuul.

These factors inchude, but are pot limired to:
Competitive product and priciug pressurcs and unanticipated actions by competitors, including
changes in marketing expenditures and stratcgics, that could impact Diageo's market share,
increase expenses and hinder pruwth potential;

The effects of busiuess combinations, acquisitions or disposals and the ability to realise expecied
synergies and/ur costs savings;

Legal and i1egulatory devclopments, including changes in regulations regarding consumpton of
or advertising for beverage alcohol, changes in accounting standards, taxation requirements, such
as e impact of excisc tax increases with respect to the premium drinks husiness, environmeutal
laws, regulatory approval of future acquisitions or disposals, and developmen: of litigation
directcd at the drinks and spirits industry;

Chbanges in consumer preferences and tastes, demographic trends or perception dbout health
rclated issues;

Changes in the cost and availability of raw materials and labour costs:;

Changes in economic conditions in counrries in which Diagev operates, includipg changes in
levels of consumer spending;

Renewal of distribution rights on favouruble crins when they expire;
Diagen's ability 1o protect Its imellectual property rights; and

Changes in financial and eyuily markets, including significant interest rate and foreign currency
rate flucruations. '

Past performauce cannot be relied upon as a guide to future performance.
All ural and written forward-looking statements made on or after the date of this document aud

attributable to Diageo are expressly qualified in their emrirety hy the above factors and the “Risk
Factors" containcd in the Form 20-F filed with the SEC.
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SIGNATURES
. Pursuant to the requirements of the Securities Exchange Act of 1934, the

registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorised.

Diageo plc

(Registrant)

Date ..... 21 February 2002 BY: e
Name:J Nicholls
Title: Assistant Secretary
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