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FINANCE DIRECTOR’S REPORT

OVERVIEW

In the year to 30 September 2002, profit before interest,

amounts written off investments and tax from continuing

businesses rose to £52.5m from a loss of £4.0m in 2001.

Reported profit before tax from continuing operations

was £32.3m compared to a loss of £39.6m in 2001.

PROFIT ANALYSIS

Continuing operations profit before amortisation, interest,

tax, exceptional items and amounts written off investments

was £65.3m in 2002 (2001: £65.8m).

Results for 2001 have been restated to reflect the closure 

of ITV Digital and ITV Sport Channel and the sale of other

digital media businesses in discontinued operations in

accordance with FRS 3.

Loss before interest and tax for 2001 as restated is

reconciled in the table below:

Year ended 30 September 2001 Continuing Discontinued
operations operations

£m £m

Loss before interest and taxation

as reported in 2001 accounts (195.8) (177.8)

Closure of ITV Digital and

ITV Sport Channel 175.7 (175.7)

Sale of Ask Jeeves 16.1 (16.1)

Loss before interest and

and taxation as restated (4.0) (369.6)

Year ended 30 September 2002 2001
(as restated)

£m £m

Continuing operations EBITDA

(before exceptionals) 91.7 96.6

Depreciation (23.0) (22.4)

Group EBITA before exceptional items 68.7 74.2

Share of operating results of

joint ventures and associates (3.4) (8.4)

Total EBITA before exceptional items 65.3 65.8

Amortisation (15.5) (17.4)

Joint venture goodwill amortisation (2.1) –

Total operating profit (EBIT) before

exceptional operating items 47.7 48.4

Exceptional operating items 4.8 (52.4)

Reported profit/(loss) before interest

and tax (EBIT) on continuing businesses 52.5 (4.0)

Amounts written off investments (8.2) –

Net interest charges (12.0) (35.6)

Continuing operations

profit before taxation 32.3 (39.6)

Discontinued operations

– operating loss (101.7) (142.6)

– exceptional loss on sale/closure

of business (86.8) (227.0)

Discontinued operations

loss before taxation (188.5) (369.6)

Total Group loss before taxation (156.2) (409.2)
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EBITDA from continuing operations, before operating

exceptional items, was £91.7m, down 5 per cent on 2001

(£96.6m). The corresponding figures for the second half of

the year show an increase from £22.0m to £48.0m. EBITDA

is calculated as operating profit before interest, tax,

depreciation, amortisation, amounts written off investments

and the share of results from associates and joint ventures.

The changes in EBITDA before operating exceptional

items from 2001 to 2002 is reconciled in the table below:
£m

Year ended 30 September 2001 96.6

Year-on-year charges

Advertising revenue and sponsorship – like-for-like (47.8)

HTV October revenues 7.6

PQR and licence fees 18.7

Network schedule – like-for-like (19.8)

Network schedule – Stock adjustments (6.5)

Network schedule – HTV October costs (4.1)

HTV – Other October costs (5.5)

Digital satellite transmission costs (10.3)

Cessation of loss-making activities and 

other cost savings achieved 54.2

Other net movements 8.6

Year ended 30 September 2002 91.7

The slowdown in advertising revenues and increased network

schedule costs (resulting from both higher investment in

the ITV schedule and stock adjustments) were the primary

reasons for the fall in earnings in the year. These were largely

offset by a series of cost saving initiatives and the scaling

down of loss-making internet and digital channel activities.

Operating costs and overheads were reduced by £54.2m,

a 10 per cent reduction against 2001 excluding network costs

and licence fees. This total comprises savings of £18.1m from

operating costs and overheads and £36.1m from the scaling

down of businesses.

EBITA before operating exceptional items decreased by

7 per cent to £68.7m (2001: £74.2m). This was primarily due

to the reduction in television advertising revenues in the first

half of the year. In the second half EBITA increased from

£11.2m in 2001 to £36.0m in 2002.

Cash inflow from
operations £90.4m

Sale of current
asset investments
£179.0m

Decrease in
net debt £46.7m

Interest, dividends, 
tax, other financing and 

foreign exchange £88.7m

Capital expenditure
and investments £29.4m

Cash inflows Cash outflows

Funding of ITV Digital/
ITV Sport Channel 

     £96.8m

Acquisitions 
& disposals £7.8m

Analysis of net cash movement
– 2002

Net current assets
(excl. cash) £11.7m

Fixed assets
£925.3m

Equity £433.5m

Long-term
creditors £62.2m

Long-term
borrowings £946.1m

Cash employed Financed by

Cash
£552.9m

Capital Employed
– 2002
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TURNOVER

A breakdown of revenues from continuing operations is set

out below.

Group Turnover

Year ended 30 September 2002 2001
(as restated)

£m £m

Broadcasting (excluding Screen Advertising) 739.4 772.7

Screen Advertising 60.1 57.4

Broadcasting 799.5 830.1

Content 165.1 181.7

Other (Screenvision US as a subsidiary) – 28.3

Total 964.6 1,040.1

Like-for-like turnover from continuing operations, adjusted for

the additional month of HTV revenue (£7.6m) and excluding

Screenvision during the time that it was a 100 per cent

owned subsidiary in 2001 (£28.3m), fell by 5 per cent. This

was mainly due to a weaker television advertising market in

the first half (down 12 per cent), partially offset by recovery

in the second half (up 2 per cent). Reported turnover from

continuing operations was £964.6m in 2002, 7 per cent lower

than 2001 (£1,040.1m restated).

Group EBITA before exceptional items

Year ended 30 September 2002 2001 Change
(as restated)

£m £m %

Broadcasting 67.4 83.3 (19)

Content 10.1 1.4

Other (including Screenvision US 

in 2001) (8.8) (10.5) 16

EBITA 68.7 74.2 (7)

BROADCASTING 

Broadcasting profits were reduced primarily due to lower NAR

and increased network programme budget costs. This was partly

offset by reduced licence payments, increased profits from

Carlton Screen Advertising and cost savings achieved from

the scaling-down of loss-making digital channel operations.

Licence payments

Payments to the Government for the Group’s wholly owned

broadcasting licences are a significant element of the costs.

In 2002 these payments totalled £100.8m before digital

satellite costs (2001: £119.5m) and were made up of cash

bids of £26.0m (2001: £19.9m) and Percentage of Qualifying

Revenue (“PQR”) payments of £74.8m (2001: £99.6m).

The PQR rates applicable to advertising and sponsorship

revenue during the year were 20 per cent for Carlton

London, 17 per cent for Carlton Midlands, 13 per cent for

Carlton West Country and 7 per cent for HTV.

Carlton London’s cash bid was £16.9m, Carlton West

Country’s £1.2m, Carlton Midland’s £5.7m (this rose from

£2,600 per annum, plus RPI, as of 1 January 2002) and HTV’s

£2.2m. No PQR is payable on the proportion of revenues

attributed to the viewing of digital ITV services. As digital

penetration increases in the future, the proportion of the

advertising and sponsorship revenues attracting PQR will fall.

The effect of this was to reduce PQR payments by £35m

(2001: £10m). This benefit was partly offset by digital satellite

transmission costs that commenced in November 2001 at a

cost of £10.3m (2001: nil).

CONTENT

Content mainly consists of Carlton Productions and Carlton

International. The improved profits have been achieved mainly

through cost savings and the scaling-down of loss-making

internet businesses.

OTHER

Group overheads net of rental income and Group foreign

exchange differences amount to a net cost of £8.8m

(2001: £10.5m net of £3.5m profits from Screenvision as

a subsidiary).

JOINT VENTURES AND ASSOCIATES

Losses from joint ventures and associated companies before

interest reduced to £3.4m before amortisation (2001: £8.4m).

Amortisation costs were £2.1m (2001: £nil).

The improvement in the year resulted principally from

reduced losses in ITV2 and the return to profitability of ITN.

The Group’s share of ITV2 losses was £7.2m (2001: £9.7m)

and ITN profits were £1.8m (2001: loss £1.5m).



AMOUNTS WRITTEN OFF INVESTMENTS

A provision of £8.2m was made against Carlton shares held

by the Group in various employee share schemes, reducing

the carrying value to the year end share price.

INTEREST

Net interest charges were £12.0m (2001: £35.6m). The tables

below show the constituent elements of the net interest

charge and a reconciliation from the 2001 figure.

£m

Interest payable (50.4)

Benefits from swaps 19.3

Money market deposits 16.0

Loan notes 4.0

Amortisation of fees and fx differences (0.9)

Net interest charge 2002 (12.0)

Net interest charge 2001 (35.6)

Lower interest rates 15.8

Lower debt balances 5.8

Foreign exchange gains on financing 2.0

Net interest charge 2002 (12.0) 

The main reason for the lower net interest charge in 2002

was the benefit gained from swapping fixed rate sterling debt

into floating rate dollar cost of finance (without currency risk)

prior to September 2001, before short-term US interest rates

were cut to historically low levels. The low financing cost of

the Exchangeable bond and lower net interest bearing

balances were the other primary reasons.

DISCONTINUED OPERATIONS

Discontinued operations relate to the pre-closure results and

closure cost provisions for ITV Digital and ITV Sport Channel,

further receipts from the disposal of Technicolor and other

business disposals. The 2001 results have been restated to

include ITV Digital and ITV Sport Channel in discontinued

operations. The exceptional charges relating to ITV Digital and

ITV Sport Channel in 2002 comprise £34.6m of balances

written-off and a provision for closure costs of £64.0m of

which cash costs to date are £14.1m.
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EXCEPTIONAL ITEMS 

Exceptional items relating to the period can be analysed as follows:
Discontinued – Discontinued – Total exceptional

Continuing closure costs sale of businesses costs
£m £m £m £m

Exceptional operating charges

Restructuring costs (2.8) – – (2.8)

Litigation (net) 18.6 – – 18.6

Asset write-downs (11.0) – – (11.0)

4.8 – – 4.8

Exceptional charges

ITV Digital and ITV Sport Channel 

– Balances written-off – (34.6) – (34.6)

– Closure costs – (64.0) – (64.0)

Technicolor sale adjustments – – 17.9 17.9

Sale of other investments – – (6.1) (6.1)

– (98.6) 11.8 (86.8)

Litigation (net) is the aggregate of legal costs and settlements. Asset write-downs principally relate to asset write-downs in the

content business.
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EARNINGS PER SHARE

Earnings per share from continuing operations, before

exceptional items, amortisation and investment write-downs

were 4.8p compared to 2.0p in 2001. Earnings are defined

as profits after tax and preference dividends.

After amortisation and investment write-downs the figure was

1.0p (2001: (0.6)p).

Basic earnings per share 2002 2001
(as restated)

pence pence

Continuing operations – 

pre-exceptionals 1.0 (0.6)

Exceptional items after tax 1.0 (7.5)

Continuing operations – 

post-exceptionals 2.0 (8.1)

Discontinued operations (26.8) (51.6)

Reported earnings per share (24.8) (59.7)

Continuing operations – 

pre-exceptionals (as above) 1.0 (0.6)

Amortisation 2.6 2.6

Amounts written off investments 1.2 –

Continuing operations 

pre-exceptionals, amortisation 

and investment write-downs 4.8 2.0

Diluted reported earnings per share figures are unchanged

from those above.

DIVIDENDS

The proposed final dividend of 5.0p per Ordinary share,

together with the interim dividend of 3.275p per Ordinary

share already paid, makes a total for the year of 8.275p per

Ordinary share (2001: 8.275p).

CASH FLOW 

Net cash inflow in 2002 was £245.9m (2001: £65.0m) after

tax, interest and preference dividend payments but before 

all investment. The increase was primarily due to the sale of

loan notes in the year (£179.0m).Working capital increased

by £11.6m (2001: £7.3m) primarily due to reductions in

creditors as a result of the scaling down of loss-making

digital ventures.

Cash outflows included capital expenditure of £11.7m

and loan funding and closure cost payments relating to the

ITV Digital and ITV Sport Channel businesses of £96.8m.

Net interest paid was £18.0m (2001: £32.5m). The

decrease in financing costs was due to interest rate swap

benefits as a result of lower interest rates offset by the

purchase of a euro currency call option. The cash cost 

of preference dividends was £10.5m (2001: £10.5m).

Tax repaid was £4.2m (2001: £3.1m).

Capital expenditure of £11.7m (2001: £43.1m) was

significantly reduced following the sale of Technicolor in

March 2001.

Net outflows from acquisitions and disposals totalled

£7.8m (2001: £273.5m inflow). In 2002 this related to the

purchase of Screenvision Europe (£31.0m), partly offset by

further consideration following the sale of Technicolor

(£23.2m).

Equity dividends, primarily the final dividend for 2001,

were £55.5m (2001: £89.2m).

Overall there was a net cash inflow of £322.7m, a

negative exchange movement on the sterling value of

net debt of £6.4m and an increase in long-term funding

of £269.6m, resulting in net borrowings at the year end

of £459.9m (2001: £506.6m).
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BALANCE SHEET

At 30 September 2002 the balance sheet showed net assets

of £433.5m, a decrease of £230.2m since 1 October 2001.

Fixed asset investments include an investment in Thomson SA

(“Thomson”) shares at a carrying value of £401.4m, details of

the market value of which are set out below. Current asset

investments include Thomson loan notes at a carrying value

of £32.8m. Loan notes with a nominal value of £175.0m were

sold or redeemed in the year.

Overall net debt at 30 September 2002 was £459.9m,

compared with net debt at the start of the year of £506.6m.

Details are analysed below, together with the carrying value

and 30 September 2002 market values of Thomson assets

acquired in relation to the Technicolor sale:
30 September

2002
Analysis of net debt £m

Net cash 552.9

Loans – current (35.0)

Loans – long term (946.1)

Finance leases (31.7)

Total (459.9)

Carrying value Market value
30 September 30 September

2002 2002
Thomson assets £m £m

15.5 million shares 401.4 155.3

Loan notes 32.8 32.8

Total 434.2 188.1

The Thomson shares are carried at €41.2 compared with

a year-end price of €15.9. The shares have traded between

€15.7 and €36.7 in the last year and the closing price on

22 November 2002 was €20.3. The table above indicates

that effective net debt, i.e. net debt adjusted for the market

value of the Thomson assets, was £271.8m at 30 September

2002 (2001: £7.0m).

On 30 November 2001 the Group issued a €638.6m

(£397.6m) exchangeable bond, raising £389.6m (€627.4m)

that was received in January 2002. The bond has a maturity

date of 2007 and is exchangeable into Thomson shares at a

fixed exchange price of €41.2. The investors also hold the

right to put the bonds back to the Company in January 2005.

Shareholders’ Funds at 30 September 2002 were 

£433.5m compared with £663.7m at the end of 2001.

Goodwill written off on acquisitions prior to the adoption

of FRS 10 has not been re-instated and the cumulative

total of goodwill charged against reserves was £937.6m

(2001: £937.6m).

TAX

The tax rate on profits from continuing operations, before

exceptional operating credits and amortisation, of £45.1m is

23.9 per cent (2001 restated: 42.4 per cent). Exceptional

operating credits in continuing operations include net income

from litigation, to which no tax has been attributed, and

exceptional costs on some of which tax relief is recognised,

giving rise to a tax credit of £2.0m. This results in tax on

continuing operations of £8.6m, the UK corporation tax

element of which is offset by consortium and other tax relief

from discontinued operations including exceptional charges

and by foreign exchange differences that are debited to

reserves. Tax of £0.2m has been attributed to the profit on

sale of businesses included in discontinued operations.

In the US, federal tax has been provided at 35 per cent

and state taxes have been provided at rates between 5 per

cent and 10 per cent.
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EXCHANGE RATES

The principal exchange rate affecting Carlton’s translation

of overseas results was the US dollar although the effect

on the Group was greatly reduced following the disposal

of Technicolor in 2001. The average rate of the US dollar

in 2002 was US$1.48/£ compared with US$1.44/£ in 2001.

At 30 September 2002 the rate was US$1.57/£ compared

with US$1.47/£ at 30 September 2001.

FINANCING

Carlton’s policy is to finance itself long-term using debt

instruments with a range of maturities. Carlton has

traditionally raised fixed rate debt from the US and European

Capital Markets, as well as obtaining bank facilities from the

UK Syndicated Market.

In November 2001 Carlton issued €638.6m (£395.4m

net of issue costs) exchangeable bonds which mature in 2007,

carry a coupon of 2.25 per cent per annum, and have a fixed

exchange price of €41.2. The bonds are exchangeable into

15.5m ordinary shares in Thomson representing Carlton’s

total equity interest in the company. A more detailed

summary of terms is set out in note 21.

In March 2002 Carlton completed the sale of US$175m

nominal amount of loan notes issued by Thomson which

were unguaranteed.

In February 2002 Carlton reduced the size of its £300m

Syndicated bank facility (which matures in April 2006) to

£100m. The facility has not been drawn to date.

OBJECTIVES, POLICIES AND STRATEGIES

The most significant treasury exposures faced by Carlton are

raising finance, managing interest rate and currency positions

and investing surplus cash in high quality assets. Clear

parameters have been established, including levels of authority,

on the type and use of financial instruments to manage these

exposures. Transactions are only undertaken if they relate to

underlying exposures. Regular reports are provided to senior

management and treasury operations are subject to periodic

independent reviews and internal audit.

INTEREST RATE MANAGEMENT

Carlton uses interest rate swaps, options and forward rate

agreements to manage its interest rate exposures on its debt

and cash positions with the objective of minimising its net

interest cost.

The interest rate profile of Carlton’s interest bearing

assets and liabilities at the year end are detailed in notes

17, 18 and 24(a) respectively.

Net interest payable was £12.0m (2001: £35.6m). The

main reason for the lower net interest charge in 2002 was

the benefit gained from swapping fixed rate sterling debt

into initially lower floating rate dollar cost of finance (without

currency risk) in June 2001. During September 2001 and

thereafter the Federal Open Market Committee cut US

interest rates to historically low levels, significantly below

the rates implied in the yield curve at the time that the

swaps were entered into. The low financing cost of the

Exchangeable bond relative to the interest earned on its

proceeds and lower net interest bearing balances were the

other primary reasons.

Borrowings are denominated in currencies that match

Carlton’s net assets as described below. The fair values of

borrowings and cash at the year-end are compared to their

book values in note 24(b).
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CURRENCY MANAGEMENT

Carlton faces currency exposure on trading transactions

undertaken by its subsidiaries in foreign currencies. In addition,

Carlton is also subject to currency exposures arising on its

15.5m shares in Thomson (quoted in euros), loan notes

issued by Thomson (denominated in dollars) and cash and

debt instruments denominated in dollars and euros.

Carlton hedges a proportion of its transactional

exposures by taking out forward foreign exchange contracts

of up to four years forward against its anticipated and known

sales and purchases. The decision to hedge is influenced by

the size of exposure, the certainty of it arising, the trading and

market position of the company in which the exposure arises

and the current exchange rate.

At the year-end Carlton estimated that its net purchases

of foreign currency in 2003 relating to trading transactions

would total less than £30m after taking into account foreign

currency hedging in place. The year-end fair value of foreign

exchange contracts maturing in 2003 was negative £2.9m due

to forward purchases of Swiss francs to match Champions’

League payments undertaken in previous years when sterling

was weaker.

Carlton’s balance sheet translation exposure is managed

by partially matching currency assets with a combination of

currency borrowings and forward foreign exchange option

contracts.

Carlton’s largest single balance sheet currency exposure

in economic terms is in euro. The exposure relates to a

€638.6m Exchangeable bond (£395.4m net of issue costs)

which is offset by the value of the 15.5m shares in Thomson

(worth £155.4m at year end) and the purchase of a €425m

(£266.5m at the strike rate) currency call option with a strike

rate of 1.5947 (at a cost of £11.0m) which matures in January

2005 and had a fair market value of £10.8m at the year end.

The cost of the call option is being written off on a straight

line basis over its life (32 months) and to the extent that the

written down value exceeds the fair market value further

provision will be made. In 2002 £1.7m of premium cost was

written off.

INVESTMENT OF CASH

Carlton operates strict investment guidelines with respect to

surplus cash and the emphasis is on preservation of capital.

Consequently, discretionary investments with maturity greater

than one year must be rated AA or better and discretionary

investments of less than one year must be rated A1 or P1 by

the major credit rating agencies. There are also conservative

limits for individual counter-parties. The maturity profile of

investments is managed according to the forecast cash needs

of the Group.

PROPOSED MERGER WITH GRANADA

On 16 October 2002, Carlton and Granada announced they

had agreed the terms of a proposed merger. The merger is

conditional on clearance by the competition authorities and

the ITC. Carlton Ordinary shareholders will, upon completion

of the merger, receive 32 per cent of the ordinary share

capital of the merged group, potentially increasing to 34 per

cent in 2006 dependent on the achievement of two

conditions. The first condition is that the share price of the

merged group reaches the equivalent to 140 pence per

Granada Ordinary share, implying a Carlton Ordinary share

price equivalent to 271 pence; and the second condition is

that an agreed earnings target for the year ending September

2005 is met. This potential increase to 34 per cent will be

effected through the issue of convertible shares to Carlton

Ordinary shareholders upon completion of the merger.

Granada shareholders will receive the balance of the ordinary

share capital of the merged group and £200 million of cash

on completion.

Paul Murray

Finance Director

26 November 2002
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REVIEW OF BUSINESS, PRINCIPAL ACTIVITIES,

RESULTS AND POST BALANCE SHEET EVENTS

This is contained within pages 2 to 28 and note 36 to 

the accounts.

DIVIDENDS

An interim dividend of 3.275p net per Ordinary share was

paid on 16 August 2002. The directors recommend the

payment of a final dividend of 5p net per Ordinary share,

on 7 April 2003 to Ordinary shareholders on the register 

on 28 February 2003.

DIRECTORS

Directors’ responsibilities

Directors are required by the Companies Act 1985 to ensure

that financial statements for each financial year are prepared

which give a true and fair view of the state of the Company and

the Group as at the end of the financial year and of the profit

or loss for that period. In preparing the financial statements,

the directors confirm that suitable accounting policies have

been used and applied consistently; reasonable and prudent

judgements and estimates have been made; and the financial

statements have been drawn up on a going concern basis.

Applicable accounting standards have been followed.

It is also the directors’ responsibility to ensure that

adequate accounting records are maintained; to safeguard the

assets of the Company and the Group; to maintain a system

of internal financial control; and to prevent and detect fraud

and other irregularities.

Board of directors

The Company ensures that it recruits to the Board only

individuals of sufficient calibre, knowledge and experience to

fulfil the duties of a director appropriately. All directors are

given appropriate briefing on appointment and individual

training needs are met as required. The Carlton Board

currently comprises the Chairman, the Chief Executive and

the Finance Director, along with five non-executive directors.

The biographies of the current directors on page 14 illustrate

their range of experience, which ensures an effective board 

to lead and control the Company. All the directors served 

on the Board for the whole year under review except 

P C Murray who was appointed as Finance Director on 

1 January 2002. N N Walmsley served as Deputy Chief

Executive and B A Cragg served as Finance Director until 

31 December 2001. G M Murphy, the Chief Executive,

is due to stand down from the Board on 31 January 2003.

The Board meets regularly, normally eight times

throughout the year. It retains full and effective control over

the Company and monitors the executive management. The

Board is supplied in a timely manner with information in a

form and of a quality appropriate to enable it to discharge its

duties. Board meetings follow a formal agenda and the Board

has a formal schedule of matters specifically reserved to it for

decision. The Company Secretary and Finance Director are

responsible for ensuring that applicable rules and regulations

are complied with and that Board procedures are followed.

All directors have access to the advice and services of the

Company Secretary and, if required, external professional

advice at the Company’s expense.

All directors are subject to re-election by shareholders 

at the first opportunity after their appointment. Pursuant to

the Company’s articles, all directors are required to retire by

rotation and offer themselves for re-election at least every

three years.

M P Green, L F Hill and Sir Brian Pitman will retire by

rotation and offer themselves for re-election at the 2003

Annual General Meeting. Sir Brian Pitman, aged 71, has been

invited to offer himself for re-election as the Board continues

to believe that his business experience and ability are valuable

and his re-election is in the best interests of shareholders.

None of the retiring directors has a service contract with the

Company. Biographies of the directors offering themselves

for re-election at this year’s AGM appear on page 14.

DIRECTORS’ REPORT



Non-executive directors

The five non-executive directors carry significant influence in

Board decisions.With their differing backgrounds, they bring 

a wide range of experience and expertise to the Company’s

affairs and an independent judgement on issues of strategy

performance and resources. Appointments are normally for

an initial term of three years, which may be extended by

mutual consent for additional periods. Given the calibre and

experience of the non-executive directors, the Board does

not consider it currently necessary to appoint a senior

independent non-executive director. Of the non-executive

directors, the Board considers E M de Villiers, L F Hill,

Sir Sydney Lipworth and Sir Brian Pitman to be independent.

Audit committee

The audit committee is comprised solely of non-executive

directors; Sir Sydney Lipworth (Chairman of the committee),

E M de Villiers and L F Hill all of whom the Board considers

to be independent.

The Company’s audit committee meets at least four times

a year to monitor the accounting policies, internal controls

and financial reporting of the Group. The duties of the audit

committee also include keeping under review the scope and

costs of audit and the nature and extent of non-audit services

provided by the auditors. The external auditor attends all the

meetings and has direct access to the committee Chairman.

Nomination committee

A nomination committee, consisting of two non-executive

directors and the Company Chairman, is responsible for

reviewing and making recommendations to the Board on the

appointment of directors. The members of the nomination

committee are: M P Green (Chairman of the committee),

Sir Sydney Lipworth and Sir Brian Pitman.

Directors’ interests

Details of the directors’ interests in the Company’s Ordinary

shares are as follows:
1 October 30 September

2001* 2002

M P Green 10,208,324 10,208,324

E M de Villiers – –

D B Green 9,375,299 9,375,299

L F Hill 79,889 79,889

Sir Sydney Lipworth 33,100 34,572

G M Murphy 164,883 164,883

P C Murray 109,821 109,821

Sir Brian Pitman 1,082 1,082

*or date of appointment

Notes
(1) The Company established an Employee Share Ownership Trust (ESOP)

in 1991 and a Qualifying Employee Share Ownership Trust (Quest) in
1998. The Companies Act 1985 deems each executive director to be
interested in the shares held for the purposes of the ESOP and the
Quest. These interests have not been included in the above figures. The
number of Ordinary shares held for the purposes of the ESOP was
2,016,126 on 1 October 2001 and 1,822,172 on 30 September 2002
and 26 November 2002. The number of Ordinary shares held for the
purposes of the Quest was 696,177 on 1 October 2001, 30 September
2002 and 26 November 2002.

(2) The interests of M P Green and D B Green include a holding of
8,057,330 Ordinary shares in the name of Tangent Industries Limited,
a company controlled by M P Green.

(3) There have been no changes in these interests between the year end
and the date of this document.

Remuneration committee

The remuneration committee is comprised solely of the

following non-executive directors: Sir Brian Pitman (Chairman

of the committee), E M de Villiers, L F Hill and Sir Sydney

Lipworth, all of whom the Board considers to be independent.

The committee deals with the remuneration of the executive

directors on behalf of the Board. The Company’s Chairman

and Chief Executive assist the committee except in relation to

matters specifically concerning their own remuneration. The

Committee does not retain a firm of remuneration consultants,

but seeks professional advice on an ad hoc basis.

The remuneration report of the Board can be found on

pages 33 to 40.
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CORPORATE GOVERNANCE

Carlton fully endorses the Principles of Good Governance

and Code of Best Practice encompassed in the Combined

Code (“the Code”). Throughout the accounting period the

Company has complied fully with the provisions set out in

Section 1 of the Code, other than in respect of the

appointment of a senior independent non-executive director

and directors’ notice periods. The ways in which the

Company applies the principles of the Code, together with

explanations for any areas of non-compliance, are described

in the Directors’ report including the remuneration report.

Internal Control

The Code requires that companies review all internal controls

including financial, operational, compliance controls and risk

management. The Turnbull Report provides guidance to

directors in complying with the internal control requirements

of the Code. In the opinion of the Board, the Company has

complied throughout the year with the guidance contained 

in the Turnbull Report.

The Board is responsible for the Group’s system of internal

control and for reviewing its effectiveness. Any internal control

system can only provide reasonable and not absolute

assurance against material misstatement or loss. Key control

procedures are designed to manage rather than eliminate risk

and can be summarised as follows:

Management policies and procedures – management

responsibilities are established for the executive directors 

and the directors of the operating companies. These are laid

down in the Company’s Management Policies.

Strategy and financial reporting – the Group performs

a comprehensive annual strategy and budgeting process. The

executive directors review budgets and strategies and the

Board approves the overall Group budget as part of its

normal responsibilities. The results of operating units are

reported monthly, compared with individual budgets and

forecasts formally updated twice each financial year.

Organisational structure and authorisation

procedures – the Group has an established organisational

structure with clearly stated lines of responsibility and

reporting. Authorisation procedures in respect of matters

such as capital expenditure, investments and treasury

transactions are clearly defined.

Risk assessment – management has responsibility for the

identification of risks facing each of their businesses, and for

putting in place controls and procedures to mitigate and

monitor those risks. Formal bi-annual risk assessments are

performed at each subsidiary and for the Group as a whole.

Key risks, mitigating controls and required actions are

identified and monitored by the audit committee and the

Board. The risk assessment process is co-ordinated by the

Group’s internal audit function.

Reviewing and monitoring the effectiveness of

internal controls – controls are monitored by management

review, Group internal audit and the audit committee. Directors

of all operating subsidiaries are required to complete an

annual self-certification questionnaire confirming compliance

with key controls and procedures. Completed questionnaires

are reviewed by Group internal audit and the results are

reported to the audit committee. Serious control weaknesses

will be reported to the Board as appropriate.

The results of the bi-annual risk assessment are reported 

to both the audit committee and to the Board.

The audit committee and Board have reviewed the

effectiveness of the internal controls of the Group for the

period from 1 October 2001 to 30 September 2002.
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GOING CONCERN

Based on normal business planning and control procedures,

the directors have a reasonable expectation that the

Company and the Group have adequate resources to

continue in operational existence for the foreseeable future.

For this reason, the directors continue to adopt the going

concern basis in preparing the accounts.

SHAREHOLDER MATTERS

Relations with shareholders

The Company maintains good communications with

shareholders. Senior executives of the Company, including 

the Chairman, Chief Executive and Finance Director meet

frequently with representatives of institutional shareholders

to discuss their views and to ensure that the strategies and

objectives of the Company are well understood.

Substantial shareholdings

As at 26 November 2002, the Company had been notified of

the following interests held, directly or indirectly, in 3 per cent

or more of the Company’s issued Ordinary share capital:

Artisan Partners Limited Partnership – 26,904,819 shares

CGNU plc – 32,396,390

D C Thomson & Co. Limited – 24,250,000 shares

Fidelity International Limited/FMR Corp. – 85,011,598 shares

Legal & General Investment Management Limited –

20,176,586 shares

Putnam Investment Management, Inc/The Putnam Advisory

Company, Inc. – 20,757,069

Conversion and redemption of preference shares

During the year, the Company repurchased 30,349 non-voting

deferred shares. These deferred shares were issued upon 

the conversion of preference shares and were immediately

repurchased by the Company and cancelled. Further details

are set out in note 26 on page 72.

2003 Annual General Meeting

Full details of the resolutions to be proposed at the meeting

are set out in the Notice of Annual General Meeting

enclosed with this document, and a summary can be found

on page 87. Carlton encourages the participation of all

investors at its Annual General Meetings. Procedures at 

the Company’s Annual General Meeting will continue to 

be in compliance with the Code.

AUDITORS

A resolution to reappoint PricewaterhouseCoopers as auditors

will be proposed at the 2003 Annual General Meeting.

CREDITOR PAYMENT POLICY

The Group does not follow any particular code on payment

practice. Operating businesses are responsible for agreeing

the terms and conditions under which business transactions

with their suppliers are conducted and making those suppliers

aware of the terms of payment. It is Group policy that

payments to all suppliers are made in accordance with the

agreed terms, provided that the supplier is also complying

with all relevant terms and conditions.

Trade creditor days of the Company for the year ended

30 September 2002 were 30 days, based on the ratio of

Company trade creditors at the year-end to the amounts

invoiced during the year by trade creditors.

DONATIONS

The Group made charitable donations of £0.3m (2001: £1.1m)

in the year. The Group made no political donations.

32



REMUNERATION REPORT 

GENERAL POLICY

In determining the remuneration packages of the executive directors, the remuneration committee has regard to two

fundamental principles:

• the importance of recruiting and retaining management of the highest calibre; and

• linking reward to the Company’s performance.

The committee has applied these principles to develop remuneration packages which:

• provide a competitive base salary designed to attract and retain executive directors of the highest calibre and to reflect 

their role and experience;

• provide incentive arrangements which are subject to challenging performance targets, reflect the Company’s objectives 

and recognise the importance of motivating management to focus on annual, as well as longer-term, performance; and

• directly align the interests of the executive directors with those of shareholders.

REMUNERATION PACKAGE

The four components of the remuneration package are base salary and benefits, annual cash bonus, long-term incentive

arrangements and pension. The following sections provide an outline of current practice with regard to each component.

BASE SALARY AND BENEFITS

Base salary and benefits are determined on an annual basis by the committee after a review of the individual’s performance and

market trends. For guidance, the committee has regard to available research and published remuneration information on comparable

companies. Salary policy within the rest of the Group is also taken into consideration. Benefits typically include a car and life,

disability and health insurance. The value of benefits is not pensionable.

The executive directors waived any increase in base salary for the year under review. M P Green and G M Murphy have also

waived any increase in base salary for the 2002/03 financial year.

ANNUAL CASH BONUS

The directors’ annual performance-related cash bonus scheme provides executive directors with an incentive to achieve demanding

short-term performance targets. The bonus earned, which is not pensionable, depends principally upon the Company’s performance

as measured against a specific target or targets set by the committee each year.

For the year under review, the scheme provided for a bonus of up to 100 per cent of salary, and the targets related to

operating performance and individual objectives. M P Green, G M Murphy and P C Murray have waived any bonuses they earned

under the scheme.
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Table 1 – Directors’ emoluments 

Total Total
Salary Benefits Annual bonus 2002 2001
£000 £000 £000 £000 £000

Executive

M P Green 670 37 – 707 713

G M Murphy(1) 500 98 – 598 849

P C Murray(2) 206 12 – 218 –

Non-executive

E M de Villiers 35 – – 35 –

D B Green 35 – – 35 35

L F Hill 35 – – 35 35

Sir Sydney Lipworth 35 – – 35 35

Sir Brian Pitman 35 – – 35 35

Current directors total 1,551 147 – 1,698 1,702

Previous directors

B A Cragg(3) 84 11 – 95 384

N N Walmsley(3) 78 5 – 83 329

A D A W Forbes(4) 18 – – 18 35

1,731 163 – 1,894 2,450

Notes

(1) Included in G M Murphy’s benefits is a payment of £74,712 (2001: £75,566) connected with his pension arrangements.

(2) P C Murray was appointed to the Board on 1 January 2002.

(3) B A Cragg ceased to be a director of the Company on 31 December 2001. The figures set out in Table 1 comprise his salary

and benefits until that date. Thereafter, in settlement of contractual rights under his service agreement, he received compensation

totalling £295,000. Gains made on early vesting of long-term incentive arrangements are detailed in note 1 to Table 2 and

details of the pension arrangements are disclosed in note 5 to Table 5. N N Walmsley ceased to be a director of the Company

on 31 December 2001. The figures set out in Table 1 comprise his salary and benefits until that date. Thereafter, in settlement of

contractual rights under his service agreement, he received compensation totalling £309,000 including the value of benefits. Gains

made on early vesting of long-term incentive arrangements are detailed in note 1 to Table 2. On 14 January 2002 the Company

entered into a consultancy agreement with N N Walmsley until 30 September 2003 for a total fee of £50,000.

(4) A D A W Forbes retired from the Board on 28 February 2002.

(5) For the purposes of Schedule 6 to the Companies Act 1985:

a) the director with the highest total emoluments for 2002 was M P Green, and for 2001 was G M Murphy. The accumulated total

accrued pension in 2002 for M P Green was £134,000 as set out in Table 5 below, and in 2001 for G M Murphy was £2,000;

b) directors’ emoluments totalled £2,468,000 in 2001.
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LONG-TERM INCENTIVE ARRANGEMENTS

Share options

Directors can participate in the Sharesave scheme and options granted to them under that scheme are included in Table 2. They 

can also be granted options under the Carlton Executive Share Option Scheme 1999. During the year under review directors were

granted options under this scheme, details of which are included in Table 2. These options were granted as part of a phased grant.

The exercise of executive share options is subject to satisfaction of performance conditions set by the committee.

Table 2 – Options

Options DABS/LTIS Options Options Options
held on awards granted lapsed held on

1 October vested during during during 30 September Option Exercise
Scheme 2001 the year the year the year 2002 Price Period

M P Green EXEC 28,712 – – – 28,712 282p 1996-2003

EXEC 40,000 – – – 40,000 358.4p 1998-2005 

EXEC 230,188 – – – 230,188 530p 2001-2008

EXEC 202,657 – – – 202,657 602p 2003-2010

EXEC 158,031 – – – 158,031 772p 2003-2010

EXEC 238,859 – – – 238,859 561P 2004-2011

EXEC 315,047 – – – 315,047 319P 2004-2011

Sharesave 5,164 – – – 5,164 334p 2003-2004

DABS 23,718 – – – 23,718 Nominal 1999-2003

DABS 20,331 – – – 20,331 Nominal 2001-2007

DABS – 1,953 – – 1,953 Nominal 2002-2007

LTIS 38,675 – – – 38,675 Nominal 2000-2003

LTIS 28,590 – – – 28,590 Nominal 2001-2007

LTIS – 79,075 – – 79,075 Nominal 2002-2007

G M Murphy EXEC 250,000 – – – 250,000 800p 2003-2010

EXEC 178,253 – – – 178,253 561p 2004-2011

EXEC 235,109 – – – 235,109 319p 2004-2011

Sharesave 3,552 – – 3,552 – 475p 2006

Sharesave – – 4,545 – 4,545 209p 2005

P C Murray EXEC – – 488,888 – 488,888 225p 2004-2011

Sharesave – – 4,545 – 4,545 209p 2005

Notes

(1) For the year under review, the aggregate gains for all directors’ options exercised during the year were £392,184 (2001:

£69,000). This figure represents the difference between the market price of option shares at the exercise date and their

exercise price. It does not represent the net proceeds received as no account has been taken of option shares which have

been retained, the tax liability or, where option shares have been sold, the sale commissions and expenses. It includes gains 

on exercise by the following individuals who ceased to be directors during the year (i) B A Cragg: gains of £82,192 on the

exercise of his vested DABS and LTIS awards and £86,780 on the exercise of DABS and LTIS awards that were permitted 

to vest early and were exercised during the year ; and (ii) N N Walmsley: gains of £103,959 on the exercise of his vested

DABS and LTIS awards and £119,251 on the exercise of DABS and LTIS awards that were permitted to vest early and 

were exercised during the year.

(2) The market price of an Ordinary share on 30 September 2002 was 109p and the range of prices during the year to

30 September 2002 was between 106p and 286p.

(3) There have been no changes in these interests between the year end and the date of this document.
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Deferred Annual Bonus Share plan (DABS)

The plan, which operates on an annual basis, provides that a participant may choose to invest up to 50 pr cent of his net

(i.e. after tax) annual cash bonus to purchase Carlton Ordinary shares (bonus shares). The investing participant is then conditionally

awarded a number of Carlton Ordinary shares (restricted shares) with a value that is the gross (i.e. pre-tax) equivalent of the

annual cash bonus so invested. Provided the bonus shares are retained for three years and the participant remains employed by

the Group for four years, the restricted shares will vest and thereafter become available to the participant.

The directors’ interests in non-vested restricted shares conditionally awarded under this plan are shown in Table 3.

Long -Term Incentive Share plan (LTIS)

During the period, no awards were made under the LTIS plan. It is intended that no further awards will be made in future under

this plan.

The LTIS plan provided for a participant to be conditionally awarded a number of Carlton Ordinary shares with a value equating

to a percentage of his/her base salary. The percentage was determined by the committee. Provided the participant remained

employed by the Group for four years, the Company’s performance, measured on the basis of total shareholder return (TSR) 

(i.e. share price movement and dividends paid) against the FTSE-100 companies over a three year performance period,

determined what proportion (if any) of the award would vest at the end of four years. The proportion and targets were

determined by the committee.

The directors’ interests in non-vested shares conditionally awarded under this plan are shown in Table 3.
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Table 3 – DABS and LTIS awards

Held on Awarded Vested Held on
1 October during during 30 September Exercise

Notes 2001 the year the year(3) 2002 period

M P Green DABS(1) 1,953 – 1,953 – 2002-2007

DABS(1) 5,411 – – 5,411 2003-2008

DABS(2) 6,258 – – 6,258 2004-2010

DABS(2) 19,910 – – 19,910 2005-2010

LTIS(1) 79,075 – 79,075 – 2002-2007

G M Murphy DABS(2) 3,138 – – 3,138 2005-2010

Notes

(1) These conditional awards originally took the form of allocations of Ordinary shares. These have since been converted into

options over Ordinary shares. The options are exerciseable at a nominal price and subject to certain conditions being satisfied

(as summarised above).

(2) These conditional awards take the form of options granted over Ordinary shares. The options are exercisable at a nominal

price and subject to certain conditions being satisfied (as summarised above).

(3) During the year, the last conditions relating to these options were satisfied, they vested and accordingly they are now disclosed

in the “Options” Table 2. The aggregate value of options which vested during the year was £161,822 (2001: £522,000). They 

all related to M P Green (2001: £269,000). These value figures are based on the market price of an Ordinary share on the

relevant vesting date. They are notional figures as value is not realised until the option is exercised. Upon exercise, the value 

is disclosed in the “Options” Table 2, and may differ from such notional value, depending on the share price movement in the

intervening period.

(3) There have been no changes in these interests between the year end and the date of this document.
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The Carlton Equity Participation Plan (EPP)

The EPP received shareholder approval at the AGM on 1 March 2001. A summary of the main features of the plan is set out below.

Participation in the EPP applies to executive directors and selected senior executives. Participants invited to take part in the EPP

are required to commit Carlton shares (EPP shares) by a specified date to qualify for a matching award. Normally a participant is

entitled to commit EPP shares to a value of up to 100 per cent of basic salary (save for the first award where the maximum EPP

share commitment was to a value of up to 200 per cent of basic salary). A matching award comprises both an award of free

shares (in the form of a nil-price option) and an option grant over shares at market value. The extent to which a matching award

will vest depends on the participant retaining his/her EPP shares and the performance conditions relating to the matching award

being satisfied. The maximum matching award will be free shares equal in number to three times the EPP shares and options 

(at market value) over an equal number of shares. The principal performance conditions applicable to the first awards will be

measured on the basis of the Company’s TSR performance against that of other major UK media companies and the FTSE-100

companies. None of the matching award will vest if the Company’s TSR is below median for the media comparator group.

On 5 December 2001 the first awards were made under the terms of the EPP, including to the directors as shown in Table 4.

Table 4 – EPP awards

Held on
Option Option 30 September Option Vesting

(nil price) (market value) 2002 price date

M P Green 1,786,665 1,786,665 Nominal Up to 50% on 1 April 2005 and

1,786,665 1,786,665 225p the balance on 1 April 2006

G M Murphy 1,333,332 1,333,332 Nominal Up to 50% on 1 April 2005 and

1,333,332 1,333,332 225p the balance on 1 April 2006

P C Murray 733,332 733,332 Nominal Up to 50% on 1 April 2005 and

733,332 733,332 225p the balance on 1 April 2006

Notes

(1) There have been no changes in these interests between the year end and the date of this document.
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PENSIONS

All executive directors are eligible to participate in a directors’ contributory defined benefit pension scheme, within the main

Carlton Communications Plc Group pension scheme. The directors’ pension scheme enables members to retire at age 60 with 

a maximum pension after 30 years’ pensionable service equivalent to 2/3rds of final pensionable salary. Pensionable salary is basic

salary, excluding bonuses. Final pensionable salary is the average of pensionable salary over the last three years before retirement.

On death before retirement, a lump sum equal to four times pensionable salary is paid, together with a spouse’s pension of

4/9ths of pensionable salary. Pensions in payment are guaranteed to increase in line with inflation up to 5 per cent a year.

Table 5 – Pensions

The following information relates to the three directors (2001: two directors) who participated during the year in the directors’

pension scheme(1):

Director’s Increase in accrued Accumulated total
Age at contributions in pension during accrued pension at

30 September the year(2) the year(3) 30 September 2002
Director 2002 £000 £000 £000

M P Green 54 40 18 134

G M Murphy 46 6 2 3

P C Murray 40 12 5 5

Notes

(1) The pension entitlement shown is that which would be paid annually at the normal date of retirement (age 60), based 

on service to 30 September 2002.

(2) These relate to the contributions paid in the year by the director under the terms of the scheme.

(3) The increase in accrued pension during the year excludes any increase for inflation.

(4) In addition to G M Murphy’s participation in the directors’ pension scheme, Company contributions of £112,068 

(2001: £113,350) were made during the year into his money purchase pension plan.

(5) B A Cragg and N N Walmsley did not participate in the directors’ pension scheme. Company contributions of £500,000

(2001: £134,000) and £87,420 (2001: £87,420) respectively, were made into their money purchase pension plans.

The Company contribution made to B A Cragg’s pension plan comprised a normal contribution of £291,300 and a special

contribution of £208,700.
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SERVICE CONTRACTS

G M Murphy’s and P C Murray’s service agreements are terminable on one year’s notice by either party, save on a change of

control whereupon for one year thereafter the contract is terminable by the Company on two years’ notice.

No executive director has a service contract containing a notice entitlement exceeding one year, except as set out above.

OUTSIDE APPOINTMENTS

Executive directors are encouraged to accept non-executive directorships offered by FTSE-100 and FTSE-250 companies and

other organisations which provide industry experience or public service. Outside appointments are subject to prior Board

approval, taking into account existing duties and potential conflicts of interest. Fees paid for these services are normally retained

by the executive director concerned.

NON-EXECUTIVE DIRECTORS’ FEES

The executive directors are responsible for setting the non-executive directors’ fees. Non-executive directors do not receive

benefits or pension contributions from the Group and do not participate in any Group incentive scheme.

Approved by the Board on 26 November 2002

David Abdoo, LLB, Company Secretary



Carlton takes its social and environmental responsibilities

seriously.

Carlton engages constructively with enquiries from socially

responsible investors and is listed in a number of green and

ethical indexes including the Dow Jones Sustainability World

Index and FTSE4Good. Carlton also participates in the Media

Sector CSR Forum.

Management 

The board director responsible for social and environmental

issues is Paul Murray, Finance Director.

Carlton’s most significant issues are associated with

viewers, local communities and employees.We have a duty

to viewers to uphold high standards and comply with codes

of conduct.We believe that we should be active members

of the communities we serve, supporting local causes and

championing local issues. Television is a people business,

and our ability to attract top talent is enhanced by being

recognised as a responsible company.

Our environmental impact is small and the main

implication for the business is the cost of purchasing

resources such as energy and materials. Our ongoing focus on

these issues will improve efficiency and produce cost savings.

Carlton has formal policies covering the environment,

human resources and business conduct and is governed by

the industry codes applying to programme and advertising

content.

Community

In the community our aim is to develop relationships and

invest in each region to give a lasting benefit to those that 

live there. This investment takes many forms including

donations, sponsorship of local charities and events,

programming and on-air campaigns, providing resources 

and staff involvement within the communities.

For the year ended 30 September 2002, communities

within ITV’s Carlton regions – London,West Country,

Central, HTV Wales and HTV West – benefited from a total

of £0.3m in charitable contributions, none of which were

political donations.

The Carlton Television Trust has awarded a total of £4 million

to London groups and charities since 1993. Over a third of

the grants approved during 2002 were for educational

projects benefiting children and young people from minority

ethnic communities.

Promoting arts within the regions is crucial for 

the development of its community. The Newlyn Art Gallery

in the West Country, the City of Birmingham Symphony

Orchestra, the Royal Shakespeare Company, The Brief

Encounters Film Festival in Bristol and London’s renowned

Donmar Warehouse Theatre are just some of the many arts

initiatives within the ITV regions supported by Carlton over

the year.

ITV aims to encourage a sense of pride within local

communities, as seen in the Carlton Midlander of The Year

award in the Central region. The title recognises outstanding

contributions to life in the region and those who have

worked to raise the prestige of the Midlands.

ITV also works with schools to help encourage and give

advice to the youth of today. The West Country region works

with Business in the Community, giving talks in local schools

about working in the media. The Central region ran the

Carlton Schools Tour, a workshop where pupils got the

chance to write, produce and present their own news

programme from a purpose-built studio in their school.

Carlton Television workshops in Nottingham, Birmingham

and Bristol for HTV West give young people the opportunity

to develop their creative and artistic talents. In the London

region, Carlton celebrated its tenth year of running Metroland,

a prime-time series for new directors who are also given

back-up support and training. A scheme in the Central region,

First Cut, gives film-makers the opportunity to produce short

films, as does the Carlton London region’s support of the

London Production Fund.

Diversity

ITV’s regions are made up of a diverse population especially

Carlton’s London and Central regions which are home to

80 per cent of the ethnic population in the UK. Carlton

believes it is important to reflect this multi-cultural society on
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screen and in the workplace. This principle also applies to

representation of disability.

Carlton is tackling these issues by participating in two

important networks. In 2000 Carlton spearheaded the

Cultural Diversity Network, a cross-industry initiative bringing

together all the major broadcasters, for which Carlton is one

of the leading supporters. The profile of a similar initiative, the

Broadcasters’ Disability Network, was also raised in 2002,

when Carlton helped to launch all the broadcasters’ Action

Plans to improve the portrayal and employment of disabled

people in and on television.

Carlton has set up a Diversity Steering Group, consisting

of representatives from senior Carlton executives whose role

it is to drive forward and keep diversity initiatives under

review. The key action points of the group are:

• To increase the presence of ethnic minorities and disabled

people on screen and in all areas of the workforce.

• To modernise the casting and portrayal of ethnic

minorities and the disabled in mainstream programming.

• To create an online talent database and website.

• To raise the profile of diversity issues.

• To increase the access of services and facilities on and

off screen.

In 2002 a Diversity Policy, outlining these objectives,

was launched to all staff within Carlton’s regions to ensure

a coherent approach to the issues.

To date, ITV has made significant progress in its pursuit to

reflect modern Britain through television, and this continues

to improve. For example, Carlton’s Multicultural Achievement

Awards was established to honour some of the most

inspirational talent from Britain’s ethnic communities and was

screened in all of Carlton’s regions. In the Central region, the

commitment to diversity led to sponsorship of both the

Diwali festivities in Leicester and the Mela 2002 exhibition,

which was the largest indoor celebration of Asian culture in

the UK this year. HTV Wales established a new accredited

performing arts course in Cardiff Bay for ethnic minority

students and also provided four placements to graduates

with disabilities.

These are just examples of the many projects that

Carlton’s regions support, either through sponsorship,

workshops, training, bursaries or work experience to help

improve greater representation both on and off screen.

Raising public awareness

Carlton’s programming plays an important role in raising

public awareness and stimulating debate by regularly covering

social and environmental issues.

In the London region Guns On Our Streets addressed the

problem of a rising gun culture and black on black crime in

some parts of the capital. Carlton London also broadcast

programmes on the impact of alcohol including advice on

safer drinking. Other programmes tackled the lives of children

on a housing estate, post-natal depression, green housing and

mental health.

HTV and Carlton West Country produced What On

Earth, a week long series coinciding with the Earth Summit

in Johannesburg. HTV’s programmes also covered organic

gardening, conservation and a controversial landfill site

in Rhondda.

Carlton Central’s Teen Week covered issues facing

teenagers including, under-age sex and pregnancy, body-image

and drugs. Teen Week linked with local organisations and

agencies to provided advice and support to the region’s

young. Central’s daily programme Life Line kept health issues

on the agenda, while Waterworld drew attention to wildlife

in the region’s canals.

ITV is committed to programming that attracts viewers

by reflecting regional issues relevant to their lives. Our

programmes include award-winning documentaries tackling

local community issues such as London’s First Edition: Living

in A Box; Carlton West Country’s How Green is Our Valley,

HTV’s Melting Pot and Central’s Rock Legends: UB40.

Carlton also partnered with British Gas, to develop an

innovative energy efficiency campaign. The result, Energy Idols,

featured children in one minute films telling viewers about

their energy saving ideas.

The Workplace

Carlton recognises that the people it employs are critical to

its business success. Carlton is a socially responsible employer.

Carlton has a professionally qualified Human Resources

department which reports to the Group Human Resources

Director who sits on the Group Executive Board of Carlton

Communications Plc. Human Resource management within

the Group is aligned to a strategic framework, that is

approved by the Board, and which covers organisation

design, resourcing, performance, development, reward,

communication, diversity and health & safety.

42



Line managers are recognised within Carlton as the key

people managers within the business. Carlton equips its

managers to manage, assess and develop their teams. Carlton

runs management briefing sessions for line managers on core

management activities from Diversity and Health & Safety to

Performance Review. Specific management training and

development needs are identified through managers’ own

performance reviews.

Performance reviews are conducted formally for the

majority of employees at least once per year. Individuals’

training and development needs are identified at the

performance review to supplement training needs that

Carlton has identified as core for specific groups of

employees.

Formal policies are in place for key areas of employment,

for example Equal Opportunities, Sexual and Racial

Harassment, Recruitment, Discipline, Grievance, Internet and

e-mail use, Health and Safety, and Family Friendly measures,

and are brought to the attention of employees via direct

issue, induction, briefings and training.

Carlton is a competitive employer in terms of

compensation and benefits with bonus and share option

schemes in place to reward contribution and ally incentives

with business objectives.

Company-wide communication takes place via two-way

meetings, briefings and the intranet. Consultation takes place

on key employment issues with employee representatives,

direct with individuals and trades unions where appropriate.

The Company does not discriminate between employees

or potential employees on grounds of sex, sexual orientation,

marital status, religion, colour, race, ethnic origin, age or

disability. Full and fair consideration is given to the

recruitment, promotion and training of disabled people.

To enable the appointment, or continued employment, of

a disabled person reasonable adjustments are made to the

job, workplace, or way in which the work is organised

and retraining provided wherever possible. This year Carlton

has launched a disability action-plan which has included

traineeships in production for disabled employees.

Carlton sets and manages standards in relation to equal

opportunities, for example via its recruitment standards and

guidelines, access to training and promotion and legal briefings

for managers. Employees are made aware of the Company’s

position on equal opportunities and diversity via policy,

induction and briefings. In addition, managers receive diversity

awareness training.

Carlton has introduced a corporate-wide health and

safety management system that is endorsed by the Group

Executive Board and reinforced through a structured training

programme cascaded from the Chief Executive to individual

employees. Carlton has similarly introduced a whistle blowing

policy across the Group.

Environment

Carlton’s environmental impacts arise from its studios, offices

and transport. The main issues are our contribution to global

warming, use of resources and generation of waste.

The Group environment committee coordinates

environmental improvement initiatives and has been

instrumental in setting Carlton’s first company-wide reduction

targets for energy use and recycling. The group targets are to

reduce energy use by 6 per cent over three years and to

increase paper recycling by 5 per cent in one year.

A combination of proactive management, consolidation of

offices and a reduction in staff numbers have all contributed

to reduced environmental impacts this year.

Global warming: The total amount of carbon dioxide

emitted from energy and transport fell by 10 per cent in

2001/2002. This reduction is mainly due to consolidation of

office facilities and a decrease in staff numbers. Reported

transport fuel use has also decreased due to improved

expense claims procedures.

Carlton Studios did not achieve its target to reduce

energy use (reported last year) due to an increase in

programme production activity at the Nottingham site.

Recycling: All except for one of our offices have recycling

schemes for paper and toner cartridges. The amount of paper

recycled decreased by 13 per cent in 2001/2002 for the reasons

stated above. Most of our toner cartridges are recycled. The

number recycled decreased this year due to the replacement

of small printers with Xerox copier machines at Carlton

Television (the Xerox cartridges are much larger than toner

cartridges requiring less frequent replacement). Our service

contract ensures that all Xerox cartridges are recycled.

In 2001/2002 Carlton Television purchased approximately

120 tonnes of white paper and recycled approximately

48 tonnes (40 per cent) which includes other sources of

waste paper such as newspapers and card.We believe that
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there is scope for increasing the proportion of paper recycled

and have established a target for 2002/2003 (above).

Water use: The amount of water used fell by 2 per cent

in 2001/2002. Most of our buildings have water meters and

we estimate that the data covers over 70 per cent of the

business.

Ozone depletion:We have cooling systems at many of

our locations to prevent television equipment from

overheating and for air conditioning in the summer. Our

sealed systems hold 2.3 tonnes of HCFCs – an ozone

depleting gas. There were no releases of HCFCs reported in

2001/2002.
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Company car fleet 8%

Gas 18%
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TO THE MEMBERS OF CARLTON 

COMMUNICATIONS PLC

We have audited the financial statements which comprise the

consolidated profit and loss account, the consolidated balance

sheet, the consolidated cash flow statement, the statement

of total recognised gains and losses, the reconciliation of

movements in shareholders’ funds and the related notes,

including the additional disclosures included within tables 1 to 5

and related notes of the Directors’ Report relating to the

remuneration of the directors of Carlton Communications Plc

specified for our review by the Financial Services Authority.

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the annual report

and the financial statements in accordance with applicable

United Kingdom law and accounting standards are set out

in the statement of directors’ responsibilities.

Our responsibility is to audit the financial statements in

accordance with relevant legal and regulatory requirements,

United Kingdom Auditing Standards issued by the Auditing

Practices Board and the Listing Rules of the Financial Services

Authority.

We report to you our opinion as to whether the financial

statements give a true and fair view and are properly

prepared in accordance with the Companies Act 1985.We

also report to you if, in our opinion, the Directors’ Report is

not consistent with the financial statements, if the Company

has not kept proper accounting records, if we have not

received all the information and explanations we require for

our audit, or if information specified by law or the Listing

Rules regarding directors’ remuneration and transactions is

not disclosed.

We read the other information contained in the Annual

Report and consider the implications for our report if we

become aware of any apparent misstatements or material

inconsistencies with the financial statements. The other

information comprises only the Directors’ Report, the

Chairman’s Statement, the Chief Executive’s Statement,

the operating and financial review and the corporate

governance statement.

We review whether the corporate governance statement

reflects the Company’s compliance with the seven provisions

of the Combined Code specified for our review by the Listing

Rules, and we report if it does not.We are not required to

consider whether the Board’s statements on internal control

cover all risks and controls, or to form an opinion on the

effectiveness of the Group’s corporate governance

procedures or its risk and control procedures.

Basis of audit opinion

We conducted our audit in accordance with auditing

standards issued by the Auditing Practices Board. An audit

includes examination, on a test basis, of evidence relevant

to the amounts and disclosures in the financial statements. It

also includes an assessment of the significant estimates and

judgements made by the directors in the preparation of the

financial statements, and of whether the accounting policies

are appropriate to the Company’s circumstances, consistently

applied and adequately disclosed.

We planned and performed our audit so as to obtain

all the information and explanations which we considered

necessary in order to provide us with sufficient evidence to

give reasonable assurance that the financial statements are

free from material misstatement, whether caused by fraud

or other irregularity or error. In forming our opinion we

also evaluated the overall adequacy of the presentation

of information in the financial statements.

Opinion

In our opinion the financial statements give a true and fair

view of the state of affairs of the Company and the Group at

30 September 2002 and the loss and cash flows of the Group

for the year then ended and have been properly prepared in

accordance with the Companies Act 1985.

PricewaterhouseCoopers

Chartered Accountants

and Registered Auditors

London

26 November 2002

INDEPENDENT AUDITORS’ REPORT
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CONSOLIDATED PROFIT AND LOSS ACCOUNT

For the year ended 30 September 2002

2002

Continuing Discontinued
operations operations Total

(note 5)
Notes £m £m £m

Turnover 1,008.7 64.1 1,072.8
Less: share of joint ventures (44.1) (64.1) (108.2)

Group turnover 1 964.6 – 964.6
Operating costs before exceptionals (911.4) – (911.4)
Exceptional operating items 4 4.8 – 4.8

Total operating costs (906.6) – (906.6)

EBITDA 96.5 – 96.5
Depreciation (23.0) – (23.0)
Amortisation (15.5) – (15.5)

Group operating profit 1,2 58.0 – 58.0
Share of operating results of joint ventures (0.4) (99.1) (99.5)
Joint ventures’ amortisation (2.1) – (2.1)
Share of operating results of associated companies (3.0) (2.6) (5.6)

Total operating profit/(loss) 52.5 (101.7) (49.2)

Profit on sale of businesses 5 – 11.8 11.8
Loss on termination of businesses 5 – (98.6) (98.6)

Profit/(loss) on ordinary activities before interest 52.5 (188.5) (136.0)

Amounts written off investments 13 (8.2) – (8.2)
Net interest payable 6 (12.0) – (12.0)

Profit/(loss) on ordinary activities before taxation 32.3 (188.5) (156.2)
Taxation 7 (8.6) 8.8 0.2

Profit/(loss) on ordinary activities after taxation 23.7 (179.7) (156.0)
Dividends equity and non-equity 8 (66.0) – (66.0)

Retained loss (42.3) (179.7) (222.0)

Earnings per share (pence)

Basic and diluted 9 2.0 (26.8) (24.8)

There is no material difference between profits and losses as reported above and historical cost profits and losses.
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CONSOLIDATED PROFIT AND LOSS ACCOUNT

For the year ended 30 September 2001

2001

Continuing Discontinued
operations operations Total

(note 5)
Notes £m £m £m

Turnover 1,051.0 651.6 1,702.6
Less: share of joint ventures (10.9) (90.2) (101.1)

Group turnover 1 1,040.1 561.4 1,601.5
Operating costs before exceptionals (983.3) (512.2) (1,495.5)
Exceptional operating items 4 (52.4) (6.2) (58.6)

Total operating costs (1,035.7) (518.4) (1,554.1)

EBITDA 44.2 66.4 110.6
Depreciation (22.4) (23.0) (45.4)
Amortisation (17.4) (0.4) (17.8)

Group operating profit 1,2 4.4 43.0 47.4
Share of operating results of joint ventures 0.4 (175.7) (175.3)
Joint ventures’ amortisation – – –
Share of operating results of associated companies (8.8) (9.9) (18.7)

Total operating loss (4.0) (142.6) (146.6)

Loss on sale of businesses 5 – (227.0) (227.0)
Loss on termination of businesses 5 – – –

Loss on ordinary activities before interest (4.0) (369.6) (373.6)

Amounts written off investments 13 – – –
Net interest payable 6 (35.6) – (35.6)

Loss on ordinary activities before taxation (39.6) (369.6) (409.2)
Taxation 7 (3.9) 23.1 19.2

Loss on ordinary activities after taxation (43.5) (346.5) (390.0)
Dividends equity and non-equity 8 (66.1) – (66.1)

Retained loss (109.6) (346.5) (456.1)

Earnings per share (pence)

Basic and diluted 9 (8.1) (51.6) (59.7)



CONSOLIDATED BALANCE SHEET

30 September 2002
2002 2001

(as restated)
Notes £m £m £m £m

Fixed assets
Intangible assets 11 319.5 343.9
Tangible assets 12 110.3 120.6
Investments in joint ventures:

– Share of gross assets 46.3 174.7
– Share of gross liabilities (43.9) (534.4)
– Loans to joint ventures 18.9 418.4
– Goodwill 58.2 36.6

13 79.5 95.3
Investments in associated undertakings 13 6.1 0.4
Other investments 13 409.9 429.4

Total fixed asset investments 13 495.5 525.1

925.3 989.6
Current assets
Stocks 14 6.3 7.1
Programme and film rights 15 178.5 187.4
Debtors: amounts falling due within one year 16 170.3 196.7
Debtors: amounts falling due after more than one year 16 17.6 19.9
Investments 17 40.6 214.8
Cash and other liquid funds 18 552.9 256.5

966.2 882.4
Creditors: amounts falling due within one year 19 (401.6) (486.9)

Net current assets 564.6 395.5

Total assets less current liabilities 1,489.9 1,385.1

Creditors: amounts falling due after more than one year
Loans 21 854.8 559.0
Convertible debt 22 91.3 97.8
Finance lease creditors 23 31.7 28.9
Other creditors 30.5 33.3

1,008.3 719.0
Provisions for liabilities and charges 25 48.1 2.4

Net assets 433.5 663.7

Capital and reserves
Called up share capital 26 41.8 41.8
Share premium account 28 151.4 150.7
Other reserves 28 17.1 21.6
Profit and loss account 29 223.2 449.6

Shareholders’ funds 433.5 663.7

Attributable to:
Equity shareholders’ funds (before goodwill) 1,207.5 1,437.7
Cumulative goodwill written off directly to reserves (937.6) (937.6)

Equity shareholders’ funds 269.9 500.1
Non-equity shareholders’ funds 26 163.6 163.6

Total shareholders’ funds 433.5 663.7

M P Green, Director 
P C Murray, Director 

Approved by the Board on 26 November 2002.
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CONSOLIDATED STATEMENT OF CASH FLOWS 

For the year ended 30 September 2002
2002 2001

Notes £m £m

Cash flow from operating activities 30(a) 269.4 103.3
Dividends received from joint ventures and associated undertakings 0.8 1.6
Returns on investments and servicing of finance 30(b) (28.5) (43.0)
Taxation 4.2 3.1

Cash flow after returns on investments, servicing of finance and taxation 245.9 65.0
Capital expenditure and financial investment 30(c) (126.2) (250.4)
Acquisitions and disposals 34 (7.8) 273.5
Equity dividends paid (55.5) (89.2)

Cash outflow before financing 56.4 (1.1)
Financing 30(d) 266.3 58.7

Increase in cash in the year 322.7 57.6

2002 2001
Reconciliation of net cash flow to movements in net debt Notes £m £m

Increase in cash in the year 322.7 57.6
Cash inflow from increase in debt (269.6) (56.6)

Change in net debt resulting from cash flows 53.1 1.0
Translation difference and non-cash movement (6.4) 2.6

Movement in net debt in the year 46.7 3.6
Opening net debt (506.6) (510.2)

Closing net debt 31 (459.9) (506.6)
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STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

For the year ended 30 September 2002
2002 2001

£m £m

Loss for the financial year (156.0) (390.0)
Gain on sale of Meridian – 9.2
Exchange differences on foreign currency net investments (7.3) 14.7

Total recognised gains and losses in the year (163.3) (366.1)

RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS’ FUNDS

For the year ended 30 September 2002
2002 2001

£m £m

Loss for the financial year (156.0) (390.0)
Ordinary and preference dividends (66.0) (66.1)
Exchange differences on foreign currency net investments (7.3) 14.7
New share capital issued 0.7 2.1
Other reserve movements (1.6) 9.0
Goodwill reinstated on sale of businesses – 647.3

Net (decrease)/increase in shareholders’ funds (230.2) 217.0
Shareholders’ funds at the beginning of the year 663.7 446.7

Shareholders’ funds at the end of the year 433.5 663.7
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PRINCIPAL ACCOUNTING POLICIES
30 September 2002

1 BASIS OF PREPARATION
The accounts are prepared under the historical cost
convention, modified to include the revaluation of certain
investments, and in accordance with the applicable financial
reporting and accounting standards. The Group has
re-assessed the appropriateness of its accounting policies
as prescribed in FRS 18.

Since the previous year end FRS 19 – Deferred Taxation
has been adopted. This standard addresses the recognition,
on a full provision basis, of deferred tax assets and liabilities
arising from timing differences between the recognition
of gains and losses in the financial statements and their
recognition in tax computations. The change in accounting
policy has not given rise to any prior year adjustment.

2 CONSOLIDATION AND GOODWILL
The consolidated financial statements incorporate the
accounts of the Company’s subsidiary undertakings prepared
to 30 September 2002. The Company has taken advantage of
the exemption in Section 230(1)–(4) of the Companies Act
1985 not to present its own profit and loss account.

Goodwill arising on acquisitions is capitalised as an
intangible asset and is amortised on a straight line basis over
estimated useful economic lives ranging between 10 and 20
years. Companies acquired have been accounted for as
acquisitions. Prior to 30 September 1998 goodwill, whether
purchased or arising on consolidation, was written off against
reserves in the year it arose.

3 IMPAIRMENT
Impairment reviews are carried out to ensure that goodwill
is not carried above its recoverable amount. Any amortisation
or impairment write-downs are charged to the profit and loss
account.

Goodwill is reviewed for impairment at the completion of
the first full year after acquisition and on the occurrence of
any event or change in circumstances indicating that there has
been a decline in the carrying value or change in useful life.

4 INVESTMENTS 
Associates and joint ventures are accounted for in the
Group's accounts under the equity method of accounting,
as adjusted, where material to conform to the Group’s
accounting policies. Other fixed asset investments are stated
at cost less amounts written off in respect of any permanent
diminution in value.

Current asset investments are held at the lower of
cost or net realisable value, or where appropriate, under
the alternative accounting rules, at current cost based on
a directors’ valuation.

5 FOREIGN CURRENCIES
Foreign currency debtors and creditors covered by forward
currency contracts are translated at the contract rates of
exchange; other foreign currency denominated assets and
liabilities are translated at closing rates of exchange. Gains and
losses are taken to the profit and loss account, except that
exchange differences on foreign currency net borrowings
to finance foreign currency net investments are taken to
reserves, in accordance with SSAP20.

Trading results of overseas subsidiaries are translated at
weighted average rates of exchange. Differences resulting
from the re-translation of opening net assets and results for
the year at closing rates are taken to reserves.

6 BORROWINGS AND FINANCE LEASE CREDITORS
Borrowings are carried at their nominal value with any
premium or discount on issue, any pre-issue hedging costs,
and any other associated fees offset against the carrying value
of the borrowing. Such costs are written off to the profit and
loss account over the life of the borrowing if it is dated. The
capital element of finance lease creditors is recorded as a
liability, with lease rentals split between capital and interest
elements. The capital element is applied to reduce the
outstanding liability and the interest element is charged
against profit.

7 TURNOVER
Turnover, which excludes value added tax and sales between
Group companies, represents the value of products and
services sold. More particularly, key classes of revenue are
recognised as follows:

Advertising – on transmission.
Programme production – on delivery.
Rights – the point that the right sold is available
for exploitation.
Facilities – on provision of the service.
Product merchandising – on product delivery.

8 INTANGIBLE FIXED ASSETS
Libraries acquired are valued at fair value on acquisition on
the basis of projected cash flows and written off in equal
annual instalments over the estimated economic life of the
assets over a period of up to 40 years. The useful economic
life has been adopted in view of the classical and ongoing
appeal of the library titles. All other research, development
and marketing expenditure is written off as incurred, with the
exception of certain programme development expenditure
(see point 11 below).
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9 TANGIBLE FIXED ASSETS 
Tangible fixed assets are stated at historical cost less
accumulated depreciation and any provision for impairment.
Depreciation is generally provided by equal annual instalments
at the following rates:

Freehold property excluding land 2% – 4%
Leasehold property period of lease
Plant and equipment 10% –33%

Depreciation is not charged on freehold land.

10 STOCKS
Stocks and work in progress are valued at the lower of cost
and net realisable value.

11 PROGRAMME PRODUCTION AND DEVELOPMENT
Programmes in production and acquired programmes are
stated at the lower of cost and net realisable value.
Programme material is written off fully on first transmission,
except for certain film rights which are written off over a
number of transmissions.

12 LIQUID FINANCIAL INSTRUMENTS
Liquid financial instruments are stated at the lower of cost
and market value. Interest and other income is dealt with in
the period in which it arises.

13 PENSIONS
The Group maintains a number of defined benefit and defined
contribution based pension schemes in the UK. The costs of
defined benefit schemes are determined by external actuaries
and charged against profits each year under SSAP24. The
costs of defined contribution schemes are charged against
profits in the year in which they are incurred.

FRS 17 – Retirement Benefits. This standard addresses
the measurement and valuation of retirement benefit pension
schemes. The Group has continued to adopt the transitional
arrangements as prescribed in FRS 17 (see note 3c).

14 DEFERRED TAXATION
Full provision is made for deferred tax liabilities arising from
timing differences in respect of transactions or events that
result in an obligation to pay tax in the future, that have
originated but not reversed by the balance sheet date.
A deferred tax asset is not recognised to the extent that
recoverability is uncertain. Deferred tax liabilities and assets
which are recognised are not discounted.

To the extent that, at the balance sheet date, dividends
from overseas undertakings have been accrued as receivable
or an overseas undertaking has entered into a binding
agreement for the future distribution of its past earnings,
appropriate amounts are provided.
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15 OPERATING LEASES
The rental costs arising from operating leases are charged
to the profit and loss account in the year in which they
are incurred.

16 DERIVATIVES AND OTHER FINANCIAL
INSTRUMENTS

The Group uses a limited number of derivative financial
instruments to hedge its exposure to fluctations in interest
and foreign exchange rates.

The Group does not hold or issue derivative instruments
for speculative purposes.

Interest rate swap and option agreements are used to
manage the interest basis of borrowings. Interest receipts
and payments under these agreements are accrued so as
to match the net income or cost with the related finance
expense. No amounts are recognised in respect of future
periods. Gains and losses on early termination of interest
rate swaps or on repayment of the borrowing are spread
over the life of the original contract or borrowing.



12 TANGIBLE FIXED ASSETS (CONTINUED) Land and buildings
Plant and

Freehold Leasehold equipment Total
£m £m £m £m

(b) Company
Cost at 1 October 2001 23.7 5.3 3.5 32.5 
Expenditure 0.1 – – 0.1 
Disposals (0.1) – (0.3) (0.4)

At 30 September 2002 23.7 5.3 3.2 32.2 

Depreciation at 1 October 2001 0.9 0.9 2.0 3.8 
Charge for the year 0.2 0.2 0.4 0.8 
Disposals – – (0.2) (0.2)

At 30 September 2002 1.1 1.1 2.2 4.4 

Net book value at 30 September 2002 22.6 4.2 1.0 27.8 

Net book value at 30 September 2001 22.8 4.4 1.5 28.7 

The net book value of short leasehold property is £1.2m (2001: £1.4m) and is included above in leasehold land and buildings.

13 FIXED ASSETS INVESTMENTS
Joint Associated Other Own shares

ventures undertakings investments held Total
£m £m £m £m £m

(a) Group 
Cost and funding
At 1 October 2001 58.7 0.4 418.4 11.0 488.5 
Additions 8.7 44.6 0.5 – 53.8 
Disposals – – (12.5) – (12.5)
Loans advanced 108.3 13.7 0.1 – 122.1 
Loans repaid or discharged (2.6) (44.8) – – (47.4)
Share of retained loss (121.5) (7.8) – – (129.3)
Exchange differences and other 0.3 – 0.9 (0.3) 0.9 

At 30 September 2002 51.9 6.1 407.4 10.7 476.1 

Goodwill
At 1 October 2001 36.6 – – – 36.6 
Additions during the year 27.1 – – – 27.1 
Amortisation (2.1) – – – (2.1)
Exchange differences and other (3.4) – – – (3.4)

At 30 September 2002 58.2 – – – 58.2 

Provision
At 1 October 2001 – – – – – 
Provision for impairment (see notes below) 30.6 – – 8.2 38.8 

At 30 September 2002 30.6 – – 8.2 38.8 

Net book value at 30 September 2002 79.5 6.1 407.4 2.5 495.5 

Net book value at 30 September 2001 95.3 0.4 418.4 11.0 525.1 
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13 FIXED ASSETS INVESTMENTS (CONTINUED)
i) Joint ventures
Included within joint ventures is the Group’s 50 per cent share of the consolidated results and balance sheet of ITV Digital
Holdings Limited and ITV Sport Channel Limited.

Following the appointment of the Liquidators to ITV Digital plc (the principal operating subsidiary of ITV Digital Holdings
Limited) and the decision to close ITV Sport Channel, full provision has been made against the Group’s share of their net assets.
A summary of the results and net assets is set out below:

2002 2001
£m £m

Tangible fixed assets – 51.9 
Current assets – 102.4 
Liabilities due within one year (excluding shareholder loans) – (100.2)
Shareholder loans – (416.9)

Net liabilities – (362.8)

2002 2001
(as restated)

£m £m

Turnover 64.1 90.2 

Loss before interest (99.1) (175.7)
Interest payable – – 

Loss after interest (99.1) (175.7)

£14.4m of interest payable in 2002 relating to ITV Digital and ITV Sport Channel has not been shown in the analysis above due
to the closure of these businesses. The 2001 comparatives have been restated by £22.1m accordingly.

ii) Other investments 
Other investments include 15.5m of shares in Thomson carried at book value at 30 September 2002 of £401.4m
(2001: £400.4m). The market value at 30 September 2002 was £155.3m (2001: £207.4m). The Thomson shares are carried
at €41.2 compared with a year-end price of €15.9. The shares have traded between €15.7 and €36.7 in the last year and
the closing price on 22 November 2002 (the last practical date before signing these accounts) was €20.3.

iii) Own shares held 
Own shares held comprise listed Carlton Ordinary shares held within an Employee Share Ownership Trust and a Qualifying
Employee Share Ownership Trust. The shares are held to cover awards under employee share plans. Nil-price share options 
are allocated to shares held in the Employee Share Ownership Trust and the market price at date of grant of these options 
is amortised over the vesting period.

The value of own shares held has been assessed against the year end share price of £1.09 and a provision for impairment
of £8.2m has been made. The impairment excludes certain nil-price DABS and LTIS options already amortised below £1.09.

The year end market values and book values of the shares held by the Group are as follows:
2002 2001

Number of Market Book Number of Market Book
Ordinary value value Ordinary value value

shares held £m £m shares held £m £m

Employee Share Ownership Trust 1,822,172 1.9 1.7 2,016,126 2.7 7.9 
Qualifying Employee Share Ownership Trust 696,177 0.8 0.8 696,177 0.9 3.1 

2,518,349 2.7 2.5 2,712,303 3.6 11.0 
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13 FIXED ASSETS INVESTMENTS (CONTINUED)
Joint ventures and

Subsidiary undertakings Associated undertakings
Own

Other shares
Equity Loans Equity Loans investments held Total

£m £m £m £m £m £m £m

(b) Company
Cost at 1 October 2001 2,947.1 92.5 196.3 417.4 493.8 8.1 4,155.2 
Additions 0.2 21.1 10.1 122.4 0.2 – 154.0 
Disposals and repayments – (72.2) (5.7) (5.3) (11.8) – (95.0)
Other movements (0.2) (1.1) – (0.7) 1.1 – (0.9)

At 30 September 2002 2,947.1 40.3 200.7 533.8 483.3 8.1 4,213.3 

Provisions at 1 October 2001 950.5 – 152.3 385.3 77.1 – 1,565.2 
Provisions in the year 233.6 3.5 – 129.3 – 5.9 372.3 

At 30 September 2002 1,184.1 3.5 152.3 514.6 77.1 5.9 1,937.5 

Net book value at 30 September 2002 1,763.0 36.8 48.4 19.2 406.2 2.2 2,275.8 

Net book value at 30 September 2001 1,996.6 92.5 44.0 32.1 416.7 8.1 2,590.0

A list of the Company’s principal operating subsidiary undertakings is given in note 37.

14 STOCKS 2002 2001
£m £m

Work in progress 1.7 1.8 
Finished goods 4.6 5.3 

6.3 7.1 

There is no material difference between the replacement cost of stocks and their carrying value.

15 PROGRAMME AND FILM RIGHTS 2002 2001
£m £m

Programmes in production 24.7 27.0 
Completed programmes and film rights 153.8 160.4 

178.5 187.4 

16 DEBTORS
Group Company

2002 2001 2002 2001
(as restated)

£m £m £m £m

Amounts falling due within one year :
Trade debtors 121.9 135.5 1.6 2.8 
Amounts owed by subsidiary undertakings – – 94.6 333.7 
UK and overseas taxes recoverable – – 0.6 0.8 
Other debtors 24.0 32.7 – – 
Prepayments and accrued income 24.4 28.5 13.4 8.3 

170.3 196.7 110.2 345.6 

Amounts falling due after more than one year :
Prepayments and accrued income 17.6 19.9 – – 

The comparative figure for trade debtors has been reduced by £18.0m to reflect when amounts become receivable.
The corresponding amount has been added to accrued income falling due after more than one year.
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17 CURRENT ASSET INVESTMENTS
Group Company

2002 2001 2002 2001
£m £m £m £m

Loan notes 32.8 206.5 32.8 206.5 
Certificates of tax deposit 7.5 7.5 5.5 5.5 
Other 0.3 0.8 0.3 1.9 

40.6 214.8 38.6 213.9 

The loan notes were issued to the Group in 2001 by Thomson as part of the Technicolor sale. The notes have a nominal value of
US$50m and mature in March 2003 and are supported by bank guarantee. The notes accrue interest at 6 month $ LIBOR plus
0.15% with all interest being compounded and cash settled at the maturity date of the notes. These non-quoted loan notes are
held at directors’ valuation.

18 CASH AND OTHER LIQUID FUNDS
Group Company

2002 2001 2002 2001
(as restated)

£m £m £m £m

Cash at bank and in hand 552.9 256.5 331.5 19.7 

Cash at bank and in hand comprises bank deposits which have a maximum maturity of twenty-four hours and interest earned
is based on that available in the overnight money market.

£202.0m of 2001 overdrafts have been offset, where permitted under FRS 13, against cash balances in order to be consistent
with the 2002 treatment.

19 CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR
Group Company

2002 2001 2002 2001
(as restated)

£m £m £m £m

Overdrafts and short-term borrowings (see note 20) 35.0 77.4 35.0 77.4 
Trade creditors 56.8 120.2 0.8 5.8 
Amounts owed to subsidiary undertakings – – 633.5 953.4 
Corporation tax 88.5 83.5 – – 
Other tax and social security 17.1 11.4 – – 
Other creditors 24.1 27.0 – – 
Accruals and deferred income 146.6 133.8 12.3 16.1 
Dividends 33.5 33.6 33.5 33.6 

401.6 486.9 715.1 1,086.3 

£202.0m of 2001 overdrafts have been offset, where permitted under FRS 13, against cash balances in order to be consistent
with the 2002 treatment.

The comparative figure for accruals and deferred income falling due within one year has been reduced by £22.7m to
reflect when amounts become payable. The corresponding amount has been added to other creditors falling due after
more than one year.
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20 OVERDRAFTS AND SHORT TERM BORROWINGS
Group Company

2002 2001 2002 2001
(as restated)

£m £m £m £m

Overdrafts – 20.1 – 20.1 
Loans due within one year 35.0 55.2 35.0 55.2 
Loan notes and other short term borrowings – 2.1 – 2.1 

35.0 77.4 35.0 77.4 

The loans repayable within one year comprise loan notes issued under the Company’s £1,000m Euro Medium Term Note
programme.

£202.0m of 2001 overdrafts have been offset, where permitted under FRS 13, against cash balances in order to be consistent with
the 2002 treatment.

21 LOANS
Group Company

2002 2001 2002 2001
£m £m £m £m

Repayable:
Between one and two years – 101.0 – 101.0
Between two and five years 605.8 11.5 605.8 11.5
Over five years 249.0 446.5 249.0 446.5

854.8 559.0 854.8 559.0

Loans repayable between two and five years comprise an unsecured £200m Eurobond stated net of the costs of issue which has
a coupon of 7.625% and matures in June 2007, loan notes totaling £11.5m issued under the Company’s £1,000m Euro Medium
Term Note programme and an unsecured €638.6m Exchangeable bond stated net of the costs of issue which has a coupon
of 2.25% and matures in January 2007. The Exchangeable bond can be exchanged at any time at the option of investors into the
Company’s 15.5m shares in Thomson at an exchange price of €41.2 per share. The investors also hold the right to put the bonds
back to the Company in January 2005. The Company has the right to redeem the bonds at par on or after 4 July 2003 if the
underlying shares in Thomson have traded at a 30% premium to the exchange price of €41.2 on 20 consecutive trading days
in any period of 30 trading days.

Loans repayable between one and two years as at 30 September 2001 comprise loan notes issued under the Company’s
£1,000m Euro Medium Term Note programme.

During the year the Company repurchased €105m of the €150m March 2003 loan notes issued under the Company’s Euro
Medium Term Note programme for a total consideration (excluding accrued interest purchased) of €104.2m.

Loans repayable after five years comprise an unsecured £250m Eurobond stated net of the costs of issue which has a coupon
of 5.625% and matures in March 2009 and unsecured loan notes totaling £0.9m.

All loans are repayable other than by instalment.

The Company has total committed bank facilities of £100m under a syndicated facility which matures in April 2006. The facility
was undrawn at 30 September 2002.
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22 CONVERTIBLE DEBT
Group Company

2002 2001 2002 2001
£m £m £m £m

Exchangeable Capital Securities 91.3 97.8 91.3 97.8

The US$150m undated Exchangeable Capital Securities are divided into 6,000,000 Exchangeable Capital Securities of US$25
per security with a coupon of 8% per annum, and were redeemable at the option of the Company from 7 October 1998 at
US$26 per security reducing each year until 7 October 2003 from which time the redemption price will be US$25 per security.
The Exchangeable Capital Securities rank senior to the Preference shares of the Company in the event of a winding up.
The Exchangeable Capital Securities are exchangeable at the option of the Company at any time into Cumulative US Dollar-
denominated Redeemable Preference shares of US$0.01 each in the Company on a one-for-one basis. The rights of such
Preference shares are summarised in note 26.

23 FINANCE LEASE CREDITORS
Group Company

2002 2001 2002 2001
£m £m £m £m

Repayable:
Between one and two years 1.1 0.9 – – 
Between two and five years 5.8 3.8 – – 
Over five years 24.8 24.2 – – 

31.7 28.9 – – 

Included within finance leases due after one year is £30.2m (2001: £27.4m) in relation to the sale and leaseback of rights
associated with programme production.

24 DERIVATIVES AND OTHER FINANCIAL INSTRUMENTS
A summary of the Treasury objectives, policies and strategies together with a description of the Group’s interest rate and
currency management is set out in pages 27 to 28 of the Finance Director’s Report.

For the purposes of the disclosures which follow in this note (other than in the currency risk disclosures), short-term debtors
and creditors which arise directly from the Group’s operations have been excluded as permitted under FRS 13.

(a) Interest rate risk profile
Financial assets
Financial assets of the Group which earn interest are cash and other liquid funds (see note 18) and loan notes held in Thomson
(see note 17). As at 30 September 2002 the Thomson loan notes were paying a weighted average floating rate of 1.98%. The
interest rate profile of the financial assets of the Group by currency denomination as at 30 September 2002 is shown below:

As at 30 September 2002 As at 30 September 2001

Non Non
interest interest

Total Floating bearing Total Floating bearing
£m £m £m £m £m £m

Thomson shares 401.4 – 401.4 400.4 – 400.4
Sterling Cash 502.4 502.4 – 251.0 251.0 –
Dollar Cash 50.5 50.5 – 5.5 5.5 –
US Dollar Loan Notes 32.8 32.8 – 206.5 206.5 –

Total 987.1 585.7 401.4 863.4 463.0 400.4

As at 30 September 2002 the US dollar Thomson loan notes were paying a weighted average floating rate of 1.98%.
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24 DERIVATIVES AND OTHER FINANCIAL INSTRUMENTS (CONTINUED)
Financial liabilities
The interest rate profile of the financial liabilities of the Group by currency denomination as at 30 September 2002
is shown below:

As at 30 September 2002 As at 30 September 2001

Fixed rate Fixed rate

Weighted Weighted
Weighted average Weighted average

average time for average time for
rate at 30 which rate rate at 30 which rate

Total Floating Fixed September is fixed Total Floating Fixed September is fixed
£m £m £m % Years £m £m £m % Years

Sterling Preference shares 163.6 – 163.6 6.50 2.5 163.6 – 163.6 6.50 3.5
Sterling debt 474.4 447.4 27.0 5.83 13.0 218.8 189.8 29.0 5.83 14.0
US dollar debt 538.4 538.4 – – – 544.3 446.5 97.8 7.25 –

Total 1,176.4 985.8 190.6 6.41 4.2 926.7 636.3 290.4 6.69 –

The Preference shares are described in note 26. The weighted average time for which the rate is fixed on these Preference
shares has been calculated on the assumption that the Company redeems the shares at the earliest opportunity.

Sterling fixed rate liabilities in 2002 relate to finance lease creditors (see note 23). Sterling floating rate borrowing mainly
comprises the €638.6m Exchangeable bond which was swapped with effect from May 2002 from its fixed rate cost of 2.25%
into a floating rate cost of 1 month sterling Libor minus 2.81% on a notional amount of £394.9m until January 2005 and £46.5m
private placement loan notes issued under the £1,000m Euro Medium Term Note programme. The private placement loan notes
have been issued in a range of currencies and swapped back to sterling to give a financing cost ranging between 6 month Libor
plus 0.19% and 0.48%.

Dollar floating rate borrowing comprises the £200m and £250m Eurobonds (see note 21) and the US$150m Exchangeable
Capital Securities (see note 22) which have been swapped into floating rate dollars as follows:

The sterling bonds were swapped with effect from June 2001 (£200m bond) and September 2001 (£250m bond) from their
fixed rates of 7.625% and 5.625% respectively into 6 month dollar Libor plus 0.75% (but payable in sterling) subject to a knock-in
commencing from December 2002 (£200m bond) and September 2002 (£250m bond) such that if the 6 month dollar rate
fixing is at or below 3.75% there is no net swap payment or receipt relating to that 6 month period only. In addition both sterling
bonds have been swapped for a period of 3 years commencing December 2001 and September 2001 respectively from 6 month
dollar Libor plus 0.75% to 6 month dollar Libor plus 0.415% and 0.42% respectively set in arrears (if the rate setting at the start
of the relevant 6 month period is above 3.75%). Under the swap terms the bank also has the option (commencing from
December 2004 for the £200m bond and September 2004 for the £250m bond) to choose between the floating rate cost of
6 month dollar Libor plus 0.75% or 6 month sterling Libor minus 0.1% either being set in advance or in arrears (if the dollar rate
setting at the start of the relevant 6 month period is above 3.75%). In addition with effect from March 2002 for any dollar rate
settings in advance above 6.5% the margin under the swap is increased by an additional 1% for that 6 month period only. Finally
with effect from September 2002 the £250m bond has been swapped into 6 month dollar Libor plus 1.075% plus a further
potential additional margin (but payable in sterling) including if the dollar rate setting in advance for any given 6 month period is
at or below 3.75%. Further potential additional margin (to be applied with effect from September 2002) arises to the extent that
on a one for one basis the 1 year dollar swap rate observed on 5 November 2003 exceeds each of the strike levels of 4.0%,
4.5% and 5.0% on £125m notional and to the extent that on a one for one basis the 1 year dollar swap rate observed on
17 December 2003 exceeds each of the strike levels of 3.8%, 4.05% and 4.25% on £125m notional. As at 30 September 2002
the implied 1 year dollar swap rates on 5 November 2003 and 17 December 2003 were 2.68% and 2.79%.

The Group entered into a cancellable swap with effect from February 1999 with a potential maturity of October 2028 which is
matched against the US$150m Exchangeable Capital Securities. Under the swap the Group receives 8% (to match the coupon
on the securities) and pays the higher of 7.25% or 3 month dollar Libor plus 0.25%. For all periods to date this resulted in a
payment of 7.25%. The payment basis of the swap was amended with effect from September 2002 to 3 month dollar Libor plus
2.65% set in arrears or advance at the bank’s option. The swap is cancellable at the bank’s option from October 2003 onwards.
If the bank exercises this option it must pay the Group US$6m.
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24 DERIVATIVES AND OTHER FINANCIAL INSTRUMENTS (CONTINUED)
(b) Fair values of financial assets and financial liabilities
Set out below is a comparison by category of book values and fair values of the Group’s financial assets and financial liabilities as
at 30 September 2002.

As at As at
30 September 2002 30 September 2001

Book Fair Book Fair
value value value value

£m £m £m £m

Primary financial instruments held or issued to finance the Group’s operations:
Overdrafts and short-term borrowings (note 20) (35.0) (33.8) (77.4) (77.4)
Loans (notes 21 and 23) (886.5) (753.0) (587.9) (580.4)
Convertible debt (note 22) (91.3) (49.6) (97.8) (98.0)
Preference shares (note 26) (163.6) (139.5) (163.6) (157.1)

(1,176.4) (975.9) (926.7) (912.9)
Cash and other liquid funds (note 18) 552.9 552.9 256.5 256.5 
Equity interest in Thomson (note 13) 401.4 155.3 400.4 207.4 
Loan notes held in Thomson (note 17) 32.8 32.8 206.5 206.5 
Derivative financial instruments held to manage the interest rate 
and currency profile:
Interest rate swaps, swaptions and caps 3.5 13.4 – (3.9)
Derivative financial instruments held or issued to hedge the 
currency exposure on expected future sales and purchases:
Forward foreign exchange contracts 9.3 7.8 – (5.8)

Market values have been used to determine the fair value of listed Preference shares, debt issued, equity interest in
Thomson, cash, interest rate and foreign exchange derivatives. The Thomson loan notes which are not listed have been
included at directors’ valuation.

(c) Gains/(losses) on hedging contracts
The table below details gains/(losses) on hedging contracts at 30 September 2002:

Deferred Unrecognised

Total net Total net
Gains Losses gains/(losses) Gains Losses gains/(losses)

£m £m £m £m £m £m

Gains/(losses) on hedges at 1 October 2001 – (2.1) (2.1) 12.2 (22.0) (9.8)
Losses/(gains) arising in previous years that were 
recognised in 2002 – 0.3 0.3 (8.2) 3.9 (4.3)
Gains/(losses) arising in 2002 that were 
not recognised in 2002 – (9.3) (9.3) 26.6 (2.3) 24.3 

Gains/(losses) on hedges at 30 September 2002 – (11.1) (11.1) 30.6 (20.4) 10.2 

Of which:
Gains/(losses) expected to be recognised in 2003 – (4.5) (4.5) 16.1 (4.1) 12.0 
Gains/(losses) expected to be recognised in 2004 or later – (6.6) (6.6) 14.5 (16.3) (1.8)

The deferred loss of £9.3m arising in 2002 relates to the purchase of a €425m currency call option for £11.0m less premium
written off during the year of £1.7m.

(d) Maturity profile
The maturity profile of cash and other liquid funds can be found in note 18 and the maturity profile of the Thomson loan notes is
detailed in note 17. The maturity profile for financial liabilities can be found in notes 20, 21, 22 and 23. The unamortised issue
costs associated with the loans and convertible debt are immaterial.
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24 DERIVATIVES AND OTHER FINANCIAL INSTRUMENTS (CONTINUED)
(e) Currency exposures
The table below shows the Group’s currency exposures i.e. those transactional (or non-structural) exposures that give rise to
the net currency gains and losses in the profit and loss account. Such exposures comprise the monetary assets and monetary
liabilities of the Group that are not denominated in the functional currency of the operating unit involved. As at 30 September
2002 these exposures were as follows:

As at 30 September 2002 As at 30 September 2001

Net foreign currency monetary Net foreign currency monetary
assets/(liabilities) assets/(liabilities)

US dollar Swiss franc Total US dollar Swiss franc Total
£m £m £m £m £m £m

Functional currency of Group operation
Sterling (26.3) (41.1) (67.4) 40.7 (51.4) (10.7)

Total (26.3) (41.1) (67.4) 40.7 (51.4) (10.7)

25 PROVISIONS FOR LIABILITIES AND CHARGES
Closure of Deferred
businesses taxation Total

£m £m £m

a) Group
At 1 October 2001 – 2.4 2.4 
Profit and loss account – current 64.0 (1.4) 62.6 
Profit and loss account – prior – 0.4 0.4 
Utilised (17.3) – (17.3)

At 30 September 2002 46.7 1.4 48.1 

b) Company
At 1 October 2001 – 0.6 0.6 
Profit and loss account – current 41.5 0.8 42.3 
Utilised (9.0) – (9.0)

At 30 September 2002 32.5 1.4 33.9 

The provision for closure of businesses relates to the closure of ITV Digital and ITV Sport Channel as disclosed in note 13.
The majority of the provision is expected to be utilised within one year from 30 September 2002.

Deferred taxation
Group Company

2002 2001 2002 2001
£m £m £m £m

Deferred taxation comprises:
Accelerated capital allowances 0.2 1.3 1.7 1.5 
Short-term timing differences (0.5) (1.3) (0.2) (0.8)
Other 1.7 2.4 (0.1) (0.1)

At 30 September 2002 1.4 2.4 1.4 0.6 
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26 CALLED UP SHARE CAPITAL
2002 2001

£m £m

Authorised
1,221,285,011 Ordinary shares of 5p each (2001: 1,208,461,346) 61.1 60.4
168,714,989 6.5p (net) Cumulative Convertible Redeemable Preference shares of 5p each (2001: 168,755,902) 8.4 8.5
Nil 5.5p (net) Cumulative Convertible Preference shares of 5p each (2001: 12,782,752) – 0.6

69.5 69.5

US$m US$m

15,000,000 Cumulative US Dollar-denominated Redeemable Preference shares of US$0.01 each 
(2001: 15,000,000) 0.2 0.2

£m £m
Allotted, called up and fully paid
671,951,686 Ordinary shares of 5p each (2001: 671,774,439) 33.6 33.6
163,564,861 6.5p (net) Cumulative Convertible Redeemable Preference shares of 5p each (2001: 163,605,774) 8.2 8.2

41.8 41.8

The following changes have taken place in the issued share capital of the Company during the year to 30 September 2002:

On 7 November 2001, 166,683 shares were issued to satisfy deferred consideration in connection with the acquisition of
Action Time Holdings Limited.

The 6.5p Preference shares became convertible on 31 March 1991 and continue to be so on each anniversary (or on the next
business day) thereafter until 2005 on the basis of 25.83975 Ordinary shares for every 100 6.5p Preference shares.

On 2 April 2002, 40,913 6.5p Preference shares were converted, in accordance with the articles of association, by a process of
consolidation and subdivision into 10,564 Ordinary shares and 30,349 non-voting Deferred shares. The Deferred shares were
subsequently repurchased by the Company as detailed below. The Company has the option to redeem the outstanding 6.5p
Preference shares at £1 per share on 30 April 2005 (or on the next business day) and on each anniversary thereafter until
30 April 2010, when any 6.5p Preference shares outstanding will be redeemed at £1 per share.

In accordance with the articles of association, during the year the Company repurchased for an aggregate consideration of
1p, and then cancelled all 30,349 non-voting Deferred shares of 5p each issued upon the conversion of 6.5p Preference shares.
All authorised unissued Deferred share capital has converted into authorised unissued Ordinary share capital.

On 7 October 1993, 6,000,000 Exchangeable Capital Securities of US$25 per security were issued by the Company which are
exchangeable at the option of the Company at any time into Cumulative US Dollar-denominated Redeemable Preference shares
of US$0.01 each in the Company (“Dollar Preference shares”). No Dollar Preference shares had been issued as at 30 September
2002. The Dollar Preference shares carry a dividend entitlement of US$2.25 per share per annum and are redeemable at the
option of the Company from 7 October 1998 at a price of US$26.125 per share, reducing each year until 7 October 2003 from
which time the redemption price will be US$25 per share.

By resolution passed on 28 February 2002, shareholders’ authority was obtained for the Company to make market purchases of
its own shares up to a maximum of 67,174,000 Ordinary shares and 16,360,000 6.5p Preference shares to expire on the earlier
of 27 February 2003 and the date of the Company’s Annual General Meeting.

Each of the two classes of Preference shares ranks pari passu for dividends or other returns of capital, in priority to any other
class of shares. None of the Preference shares has voting rights except in the event of winding up or following dividend arrears
of greater than six months. In the event of a winding up the 6.5p Preference shares have a liquidation preference of £1 per share
and the Dollar Preference shares have a liquidation preference of US$25 per share.

Non-equity shareholders’ funds comprise £163.6m (2001: £163.6m) in respect of 6.5p Preference shares.
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27 SHARE OPTIONS
At 30 September 2002, options and awards had been granted and remained outstanding over 44,235,636 new Ordinary shares
as follows:

Option schemes Notes Exercise period Exercise price Number of shares

Executive share option grants (a) 15.12.95 – 13.01.12 215p – 800p 22,017,692
Equity participation plan (b) 01.04.05 – 04.12.11 225p 9,338,892
Equity participation plan (b) 01.04.05 – 04.12.11 Nominal 9,338,892
Carlton Sharesave scheme (c) 01.12.01 – 31.07.07 209p – 475p 3,540,160

(a) The normal exercise period for executive options is between 3 and 10 years from the date of grant. Some options have
been granted on terms that allow part of the option to vest from one year after date of grant.

(b) The equity participation plan comprises both an award of free shares (in the form of a nil-price option) and an option grant
over shares at market value on date of grant. The figures above are the maximum that could potentially vest contingent on
certain performance conditions being satisfied. See page 38 for further details.

(c) Under the terms of the Carlton Sharesave scheme, employees entered into a savings contract for a period of either 3 or
5 years at amounts varying between £5 and £250 per month. The normal exercise periods for options granted under this
scheme are the six month period following the third anniversary of the date of grant in respect of the three year savings
contracts and the six month period following the fifth anniversary of the date of grant in respect of the five year savings
contracts.

28 SHARE PREMIUM ACCOUNT AND OTHER RESERVES
Share 

Premium Other
account reserves

£m £m

(a) Group
At 1 October 2001 150.7 21.6 
Deferred contingent consideration 0.7 (1.6)
Transfer to profit and loss account – (2.9)

At 30 September 2002 151.4 17.1 

(b) Company
At 1 October 2001 150.7 758.6 
Deferred contingent consideration 0.7 (1.6)
Amounts written off investments – (213.1)
Transfer to profit and loss account – (94.1)

At 30 September 2002 151.4 449.8 

At 30 September 2002, other reserves of the Company, which were non-distributable, comprised (a) £217.0m (2001: £231.9m)
being the remaining balance of special reserves created on the cancellation of the share premium account in previous years, (b)
£225.0m (2001: £514.5m) being the amounts arising on the application of section 131(2) of the Companies Act 1985, £213.1m
of the movement in the year is due to amounts written off investments (c) £0.2m (2001: £4.6m) being an estimate of the shares
to be issued by way of part consideration for the purchase of Planet 24 Limited in the event of certain performance targets
being achieved and (d) £7.6m (£2001: £7.6m) being a capital redemption reserve created on conversion of Preference shares
to Ordinary shares.
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29 PROFIT AND LOSS ACCOUNT
Group Company

£m £m

At 1 October 2001 449.6 503.1 
Loss for the financial year (156.0) (81.5)
Dividends (66.0) (66.0)
Transfer from other reserves 2.9 94.1 
Exchange differences (7.3) (3.9)

As at 30 September 2002 223.2 445.8 

Exchange differences in the Group are net of the movement on foreign currency borrowings and balance sheet hedging of
£1.9m (2001: £4.8m). Included within the Company’s profit and loss account at 30 September 2002 was an amount of £264.3m
(2001: £205.0m) which was not distributable at that date.

30 CASH FLOW
2002 2001

£m £m

(a) Cash flow from operating activities
Operating profit 58.0 47.4 
Depreciation 23.0 45.4 
Amortisation 19.4 17.8 
Stocks 0.8 (8.8)
Programme and film rights 8.9 9.6 
Debtors 12.2 (28.6)
Creditors (33.5) 20.5 
Sale of current asset investments 179.0 – 
Non-cash fixed asset impairment 1.8 – 
Profit on sale of fixed assets (0.2) – 

269.4 103.3 

(b) Returns on investment and servicing of finance
Interest received 43.4 15.5 
Interest paid (61.4) (48.0)
Preference dividends paid (10.5) (10.5)

(28.5) (43.0)

(c) Capital exenditure and financial investment
Purchase of tangible fixed assets (11.7) (43.1)
Purchase of intangible assets (0.2) (6.6)
Disposal of intangible and tangible fixed assets 0.9 10.5 
Payments to ITV Digital/ITV Sport Channel (96.8) (190.3)
Other net investments (18.4) (20.9)

(126.2) (250.4)

(d) Financing
Issue of shares – 2.1 
Net change in long-term funding 266.3 56.6 

266.3 58.7 

Included within cash flow from operating activities is a £18.6m net cash inflow (2001: £5.1m outflow) in respect of the
exceptional operating items of £4.8m (2001: £58.6m). The remaining £13.8m (2001: £53.5m) comprises £11.0m (2001: £42.9m)
asset write offs and £2.8m (2001: £10.6m) of accrued income expenses. See note 4.
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31 ANALYSIS OF NET DEBT
Exchange

and
1 October non-cash1 September

2001 Cash flow movements 2002
(as restated)

£m £m £m £m

Cash at bank and in hand 256.5 302.6 (6.2) 552.9 
Overdrafts (20.1) 20.1 – – 

236.4 322.7 (6.2) 552.9 

Loan notes and short-term borrowings (2.1) 1.2 0.9 – 
Loans due within one year (55.2) 55.2 (35.0) (35.0)

(57.3) 56.4 (34.1) (35.0)

Loans due after more than one year (559.0) (323.2) 27.4 (854.8)
Convertible debt (97.8) – 6.5 (91.3)
Finance lease creditors (28.9) (2.8) – (31.7)

(685.7) (326.0) 33.9 (977.8)

Net debt (506.6) 53.1 (6.4) (459.9)

Non-cash movements principally comprise loan reclassifications.

32 CAPITAL EXPENDITURE – CONTRACTED FOR
Group Company

2002 2001 2002 2001
£m £m £m £m

Expenditure on tangible assets – contracted for 3.1 2.8 – 0.1 

33 COMMITMENTS AND CONTINGENT LIABILITIES
(a) Operating leases
As at 30 September 2002 the Group had minimum annual commitments under non-cancellable leases as follows:

2002 2001

Land & Land &
Buildings Other Total Buildings Other Total

£m £m £m £m £m £m

Operating leases which expire:
Within one year 0.5 – 0.5 0.5 0.2 0.7 
After one year but within five years 2.8 0.4 3.2 3.3 0.9 4.2 
After five years 4.7 – 4.7 4.7 0.1 4.8 

8.0 0.4 8.4 8.5 1.2 9.7 

(b) Guarantees
The Company and certain of its UK subsidiaries have entered into cross-guarantees in connection with the Group’s UK banking
arrangements. At 30 September 2002 subsidiary overdrafts amounting to £16.6m (2001: £38.1m) were covered by guarantees
given by the Company.

(c) Disposals
Contingent liabilities exist in respect of warranties and indemnities given to Thomson pursuant to the Technicolor disposal
agreement. Provision has been made against any anticipated payments.
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34 ACQUISITIONS AND DISPOSALS
Net cash outflow of £7.8m (2001: £273.5m inflow) from acquisitions and disposals comprises £31.0m for the acquisition of
Screenvision Holdings (Europe) Limited and £23.2m further post-acquisition receipts from the disposal of Technicolor in 2001.

The Group acquired a 50% interest in Screenvision Holdings (Europe) Limited in June 2002. The goodwill held in this joint
venture entity is stated after provisional fair value adjustments.

35 RELATED PARTY TRANSACTIONS
The Group entered into the following material transactions with related parties during the year :

2002 2001
£m £m

Sales to joint ventures 3.9 13.1
Sales to associated companies 2.8 – 
Purchases from joint ventures 8.2 7.3
Purchases from associates 19.4 20.6

Amounts owed by joint ventures – 0.9
Loans owed by joint ventures 19.7 –
Amounts owed by associated undertakings 0.7 – 
Loans owed by associated undertakings 0.2 30.9 
Amounts owed to joint ventures 1.8 1.1
Amounts owed to associated undertakings 1.6 1.8

All transactions arose in the normal course of business. They include sale of television advertising time, advertising commission,
programme sales and the purchase of news programmes and transmission services.

In 2002 the Group made loans to ITV Digital (including ITV Sport Channel) totaling £82.7m (2001: £190.3m). Full provision
has been made against all ITV Digital (including ITV Sport Channel) loans held at 30 September 2002.

36 POST BALANCE SHEET EVENTS
On 16 October 2002 Carlton and Granada plc announced agreed terms for a proposed merger, to pave the way for a fully
consolidated ITV. The merger is conditional on regulatory clearances, including from the competition authorities. A joint
submission by Carlton and Granada was filed with the Office of Fair Trading on 25 November 2002.
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37 PRINCIPAL OPERATING COMPANIES
All of the Group’s principal operating companies are detailed below and are included in its consolidated financial statements.

All subsidiary companies are wholly owned and are incorporated and operating in the UK (and are registered in England and
Wales) except as noted. * Indirect holdings. **Trading as divisions of subsidiary companies.

(a) Subsidiary undertakings Country of incorporation/establishment

Action Time (UK) Limited*
Andre Deutsch Limited
Carlton Active Limited**
Carlton Books Limited
Carlton Broadcasting Limited*
Carlton Film Distributors Limited
Carlton Interactive Media Limited
Carlton International Media, Inc. (trading as Carlton America)* USA
Carlton International Media Limited*
Carlton Productions Limited**
Carlton Media Sales Limited**
Carlton Screen Advertising Limited*
Carlton Television Limited*
Carlton 021 Limited**
Carlton Visual Entertainment Limited*
Central Independent Television Limited *
Hamdon Entertainment* USA
HTV Group Limited*
ITC Distribution LLC (also trading as Carlton Productions LLC)* USA
ITC Entertainment Group Limited*
The Moving Picture Company Limited*
Planet 24 Productions Limited*
SelecTV Cable Limited*
Superhire Limited
Westcountry Television Limited*

(b) Joint ventures and associated undertakings Country of Nominal Number of Proportion 
registration/ value of Ordinary of shares 

incorporation Ordinary shares in held by
shares issue group

GMTV Limited England and Wales £1 2,000,000 25%
Independent Television News Limited England and Wales £1 400,000 20%
ITV2 Limited England and Wales £1 915,610 44.1%
ITV News Channel Limited (1) England and Wales 1p 1,000 32.5%
London News Network Limited (2) England and Wales £1 100 50%
Screenvision Europe (Holdings) Limited (3) England and Wales £1 40,208,404 50%
Technicolor Cinema Advertising LLC (4) USA US$1 122,000 50%

The Group holds a 33% interest in France Telefilms, operating in France. This is held as a fixed asset investment as the Group
does not have a significant influence under the FRS 9 definition.

Notes

(1) The Group also owns 40.25% of the 20,350,000 preference shares of £1 each in issue.

(2) The Group also owns 50% of the 2,250,000 7% Cumulative Preference shares of £1 each in issue.

(3) Screenvision Europe (Holdings) Limited owns 100% of the share capital of Circuit A SAS, RMB Espana Multimedia SA,
RMB Cinema SA and RMB Netherland BV.

(4) Technicolor Cinema Advertising LLC owns 100% of the issued share capital of Cinema Billboard Network Inc, Screenvision
Cinema Network LLC, Technicolor Cinema Billboard Inc, Technicolor Screen Advertising Inc, Technicolor Screen Services Inc
and Val Morgan Cinema Advertising Inc.
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