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Encouraqging our partners

to respect Sustainable

Development principles
Partners are associated to Per-
nod Ricard’s CSR strategy. In
this area, the Group is develop-
ing, step-by-step, a sustainable
procurement process that is de-
signed to engage its affiliates
and secure the involvement of
its suppliers and subcontractors

over the long-term.

The first stage has consisted of
defining a Group-wide common
framework for action. Today, this
is formalised by a Procurement
Code of Ethics produced in four
languages and a Responsible
Procurement Policy translated
into five languages (English,
French, Spanish, Mandarin and,
newly this year, Portuguese).

For its second stage, Pernod
Ricard focused on developing
processes and tools to mon-
itor the practices of its suppli-
ers and to help them to devise,
jointly with the affiliates, tar-
geted action plans. The first is
the Supplier CSR Commitment
document, rolled out in Octo-
ber and also translated into five
languages, through which the
suppliers commit to adopting
an approach that conforms to
Pernod Ricard’s CSR require-
ments. By the end of June
2014, more than 370 suppliers
had signed this commitment;
the copies are available on the
Group’s intranet. Then, the CSR
Risk Mapping Tool allows the
Group to map its suppliers and
analyse their potential risks on
CSR topics. With more than 900
suppliers analysed in this way,
the approach has expanded

markedly this year. In parallel,
having been successfully tested
on some procurement catego-
ries, Pernod Ricard launched
the wide-scale use of the Eco-
Vadis platform, which assesses
suppliers on their CSR practic-
es. This process, which is based
on collaboration, facilitates the
exchange of information and
makes analysis more efficient.
In total, 250 suppliers have
been graded using this means.
An important task has also been
completed in harmonising the
Group’s CSR audit standards.
The selected standards will be
used to perform CSR audits and
pool them internally as well as
with other manufacturers.

As regards responsible pro-
curement, collaboration and
the sharing of practices remain
the key to the effectiveness of
approaches and procedures. To
this end, the affiliates are en-
couraged to share information
about their own commitments
and accomplishments. ¢

AN INNOVATIVE
APPROACH
TO PRODUCT

DEVELOPMENT
How can CSR be effectively inte-
grated into new product develop-
ment, a process which is by defi-
nition long, complex, and involves
numerous stakeholders? To ad-
dress this issue, Ricard has, in col-
laboration with an agency special-
ising in market research and R&D,
developed an effective response
comprised of two tools: the first
is used throughout the process
to formalise the questions to be
asked and, for each of them, the
most pertinent spokesperson, so
as to ensure that CSR is integrat-
ed at every key stage. The second
identifies the product’s strengths
and weaknesses with regard to
CSR criteria. The process has
been tested as a pilot on the Bliss
range — Red Bliss and Yellow Bliss,
two new ready-to-drink fruit-based
cocktails launched by Ricard in
October 2013. The assessment,
made in accordance with the CSR
criteria, gave full satisfaction, in
particular on two key pillars: part-

ners and consumers.

PROMOTING LOCAL
ARTISTS
Supporting and spreading the
work of young Singaporean tal-
ent: that was the approach taken
by Martell, in accordance with its
values of development and cultur-
al openness, when it created the
ICON Award in 2010. This com-
petition recognises the work of
young local photographers. The
winner’s prize includes a trip to
France, giving them the oppor-
tunity to become more widely
known and to establish a network.
Martell also exhibits their work
outside of galleries, in places that
are accessible to the public. For ex-
ample, in 2013, Sarah Choo Jing’s
award-winning photographs were
projected onto a big screen, there-
by offering spectators a brand new
experience.

TAKING
A RESPONSIBLE
APPROACH TOWARDS
OUR STAKEHOLDERS
The Group strives to take a
stance based on responsibility
with regard to all of its part-
ners and stakeholders. Its join-
ing Transparency International
France forms part of this ap-
proach. The association, which
is committed to promoting
transparency and integrity, works
with government representa-
tives, economic stakeholders
and members of civil society to
establish responsible practices.
The first initiative with which the
Group is involved concerns the
definition of common standards
with respect to lobbying. The
aim of the work is to establish
responsible rules, formalised by
a charter tailored to the specific
circumstances of each signatory
company.
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UNITED BY THEIR SHARED PASSION FOR HAVANA CLUB, FRANCOIS CREATES “HAVANA CULTURA” INITIATI
TO PROMOTE CUBAN CULTURE, WHICH PABLO IMPLEMENTS IN HIS MARKET, CHILE.
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FRANCOIS RENIE, COMMUNICATIONS DIRECTOR, HAVANA CLUB INTERNATIONAL
PABLO MIZGIER, BRAND MANAGER, PERNOD RICARD ANDES
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AMID A CHALLENGING ENVIRONMENT
IN 2013/2014, PERNOD RICARD’S
PERFORMANCES ARE IN LINE WITH
THE STATED OBJECTIVES.
THIS IS IN SPITE OF BUSINESS BEING IMPACTED
BY THE DOWNTURN IN CHINA AND A VERY
UNFAVOURABLE CURRENCY EFFECT.

The Group delivered organic growth in profit from recurring
operations of +2%, without compromising on its pricing
policy and whilst maintaining healthy stock levels.

By launching the ‘Allegro’ operational efficiency project,
Pernod Ricard will maximise its opportunities for future
growth based on its strategic drivers: Premiumisation,
Innovation and Geographic Expansion.

. " 7
KENWOOD

STRENGTHENING THE WINE PORTFOLIO
IN'APRIL 2014, PERNOD RICARD STRENGTHENED
ITS PREMIUM WINE PORTFOLIO WITH THE ACQUISITION
OF KENWOOD VINEYARDS IN CALIFORNIA.

THESE WINES FROM THE SONOMA VALLEY ARE LARCELY
DISTRIBUTED IN THE UNITED STATES AND IN CANADA.
THIS PURCHASE REFLECTS PERNOD RICARD’'S CONFIDENCE
IN THE DEVELOPMENT POTENTIAL OF ITS WINE PORTFOLIO,
AS WELL AS ITS AMBITIONS FOR THE UNITED STATES,
THE GROUP’S LARGEST MARKET.
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Finance

GILLES BOGAERT
Managing Director, Finance

|
Managing Performance
Inacha enging
econoMic Clima

“Our challenges are to seek out
opportunities for growth, to allocate
resources properly and to ensure
excellence in the implementation
of the Allegro project”
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How would you assess the outcome of the Group’s
performance during the 2013/2014 financial year?

Particularly in terms of profit from recurring operations?
Gilles Bogaert: In a climate that was more challenging than that of
the previous year, Pernod Ricard was hit by two main issues: China and
currency. Setting aside the effect of currency fluctuations and the scope
of consolidation, net sales were stable and the profit from recurring oper-
ations increased by 2%. Exceptional cost control resulted in the strongest
growth in operating margin for 4 years, up by 52 bps. Net profit from
recurring operations is down by 3%, but up by 9% at constant exchange
rates, due to a considerable drop in the cost of debt to 4.6%. Finally, net

debt fell by €374 million.

What impact have fluctuations in exchange rates had?
A very unfavourable one: -€199 million, i.e. -9%, on profit from recur-
ring operations. That is an all-time record. The vast majority of cur-
rencies have depreciated against the euro, particularly the US dollar
and the currencies of various emerging countries, such as the
Indian rupee, which have been hit by the macro-economic downturn
in emerging countries.

What does the Allegro project aim to achieve?
The Allegro project was launched in response to the need to improve
operational efficiency at a time when the economic environment
was becoming more challenging, as the results for 2013/2014 show.
By focusing more on our key challenges, simplifying our processes
and pooling our resources, we have a greater capacity to stimulate
future sales growth while increasing flexibility, a proportion of which
could be reinvested in our brands and key innovations. This project
will deliver savings in overheads worth €150 million over 3 years.
At least 1/3 of these savings will be reinvested in marketing initiatives
during 2014/2015 and 2015/2016. Implementation costs are estimated
at around €180 million, with €119 million of these being posted in the
2013/2014 financial year.

Pernod Ricard has purchased Kenwood Californian wines

and become the majority shareholder in Avién Spirits LLC
a super-Premium tequila producer. How do these transac-

tions contribute to the Group’s strateqgy?
For two years, we have been saying that we are open to making
targeted acquisitions of assets which complement our existing portfo-
lio, particularly in the USA. Both of these acquisitions are in the USA
and they fulfil these criteria. Kenwood allows us to fill a strategic gap
in our wine portfolio while increasing its critical size in the USA.
After the initial investment we made 3 years ago, acquiring a
majority shareholding in Avion® was the next logical step. With its
super-Premium tequila, Avion is perfectly positioned in an attractive
sector, with very promising potential for growth. Our intention is
that these acquisitions should improve the group’s growth profile,
whilst benefiting from the synergies offered by our portfolio and
distribution network.

Pernod Ricard carried out a successful bond issue
amounting to €850 million over 6 years under
very favourable conditions. What financial impact will
this have for the Group?
Whilst addressing our liquidity needs, this issue also enables us to take
advantage of exceptional financial conditions (a coupon of 2%, the low-
est paid at the time by a BBB- graded Group for a euro-denominated
issue). It helps to extend and spread debt maturity and to reduce the
average cost of the Group’s debt (4.6% in 2013/2014).

How do you account for the performance of the share price
over the financial year?
Our share price increased by around 3%, but this increase is still low-
er than that of the CAC40 and STXE 600 Food and Beverage indices.
Stock market performance was hit by the slowdown in organic growth
in sales and profits (in particular in China) and by highly unfavourable
currency fluctuations.

IN YOUR DAY-TO-DAY-
WORK, WHAT VALUES
AND PRINCIPLES DO
YOU TRY TO CONVEY?
My priority is to create the con-
ditions necessary for my team
members to grow as managers,
by developing a strategic vision,
adding value to the business
and gaining leadership skills.
| try to help them focus on the
real issues and to have a tangi-
ble impact on how the business
operates by making sugges-
tions: of course there are some
things we have to do, but what
we do freestyle is what makes
the difference. It seems to me
that the atmosphere in which
we work is also crucial, and this
is reflected in my motto: work
seriously without taking yourself
too seriously.

What dividend will you put forward to the Shareholders’
meeting? Will you be offering a stock dividend option?

The proposed dividend shall be fixed at €1.64. This will represent
a distribution rate of 36.7% of net profit from recurring operations, in
accordance with our distribution policy of approximately 1/3 of net profit
from recurring operations.
The dividend will be offered in cash. We have reviewed the arrangements
for the payment of dividends by Pernod Ricard in great detail. We have
arrived at the conclusion that a stock dividend is not in the interests of
the company (reduction in Earnings Per Share, adverse impact on cost of
capital) and that it could present some problems for shareholders: there
is no tax advantage for shareholders, issuing discounted shares results in
fewer shareholders opting for the cash dividend, and disparity between
shareholders which has an adverse effect on smaller shareholders who
do not hold sufficient shares to be entitled to a new share.

The IT department supports the Group’s current digital
acceleration. What are the key stakes for this function?

Generally speaking, the Information Technology Department plays and
will continue to play an increasingly crucial role in business development.
The speed with which technology is evolving and the growing need
to process and share information demand that IT delivers increasingly
high-performance, global solutions for a range of functions.
All this requires greater convergence — tools are increasingly multi-
disciplinary — and the involvement of IT at the very earliest stages
of a project.

What will be your priorities for 2014/2015?
Apart from driving performance in a volatile economic climate,
the challenges for 2014/2015 are to seek out opportunities for growth,
to allocate resources properly (advertising and promotional materials,
strategic inventories and capital expenditure) and to ensure excel-
lence in the implementation of the Allegro project. Finance and IT will
be particularly involved in simplifying processes, implementing
sharing initiatives and developing new collaborative platforms (Business
Information Sharing, My Brands, My Portal Touch, etc.).

(1) Transaction completed during FY 2014/2015.
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FIgurkes

13/2014

NET SALES

€7 045 m

PROFIT FROM RECURRING OPERATIONS

€2.,056m

- .

CONTRIBUTION
AFTER ADVERTISING AND
NET SALES PROMOTION INVESTMENTS

7,081 7,643 8,215 8,575 7,945 2,956 3,169 3,476 3,707 3,484

09/10 10/11 11/12 12/13 13/14 09/10 10/11 11/12 12/13 13/14

In euro millions
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PROFIT FROM

GROUP NET PROFIT

RECURRING OPERATIONS, FROM RECURRING OPERATIONS CHANGE
OPERATING MARGIN GROUP NET PROFIT IN NET DEBT
1,795 1,909 2,114 2,231 2,056 1,001 1,092 1,201 1,228 1,185 10,584 9,038 9,363 8,727 8,353
951 1,045 1,146 1,172 1,016
_— —p
-
N °
£ 3 S a
T g W W i
n ° N (]
N n
.\V./._-‘
09/10 10/11 11/12  12/13®  13/14 09/10 10/11 11/12  12/13® 13/14 09/10 10/11 11/12® 12/13 13/14
In euro millions and as % of net sales In euro millions In euro millions
SALES PROFIT FROM RECURRING OPERATIONS
BY REGION BY REGION
7,081 7,643 8,215 8,575 7,945 1,795 1,909 2,114 2,231 2,056
695 149
746 181 I
750
189 459
2,132
72 2137 2,7739 187 470 5930 I
2,114 479
2,176 501 607
2,316
2,167 2,142 582 579
2,068 558
1,911 541
1,016
711 3.165 3431 3031 - 830 -
2,273 ' 566
09/10 10/11 11/12 12/13 13/14 09/10 10/11 11/12 12/13® 13/14
In euro millions In euro millions
ASIA / REST OF THE WORLD AMERICAS . EUROPE FRANCE
14 STRATEGIC SPIRITS 4 PRIORITY
AND CHAMPAGNE BRANDS (“TOP 147) PREMIUM WINE BRANDS
111 46 59 4.8 4.7 4.0 35 2.6 1.6 19 1.0 0.6 0.3 0.2 6.2 21 21 0.2
= — —
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In millions of 9-litre cases

(1) As from 1 July 2013, with retroactive effect from 1 July 2012, Pernod Ricard has applied the amendments to IAS 19 (Employee Benefits) as adopted by the European Union and mandatory
for the Group since that date. As a result, the financial statements for financial year 2012/2013 have been restated. (2) Net debt before translation adjustment: 8,653 euro millions.

(3) France is now integrated into the Europe operating segment.
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Pernod Ricard

A FRENCH PUBLIC LIMITED COMPANY
WITH SHARE CAPITAL OF €411,403,467.60

HEAD OFFICE:

12 PLACE DES ETATS-UNIS
75783 PARIS CEDEX 16 - FRANCE
TEL.: +33 141004100
FAX: +33 14100 41 41
582 041 943 RCS PARIS
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Pernod Ricard is committed to responsibly manage its paper purchases.
The paper used in the At a Glance booklet is FSC certified.
The paper used in the Annual Report is PEFC certified.
These 2 certifications guarantee compliance with a globally-recognised set
of principles and criteria for forest management.
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