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1. Project Objectives

The objectives of the study are to inquire into the ownership and use of draught beer
delivery systems, including coolers, lines and related equipment.

Specifically, the research study examines customer views in terms of:
* sourcing and decision making factors
* ownership of generic shared dispense equipment
* arrangements for technical servicing of generic shared dispense equipment

* views of the perceived impact on customers business of the proposed merger of
Coors Technical Services and SDEL.

2. Research Methodology

501 Telephone interviews have been conducted with key business decision makers who
negotiate the price of beer and related technical services (including servicing of generic
shared dispense equipment) on behalf of Buying Groups or Independent outlets.

All participants were screened — for having responsibility for negotiating price of beer
and related services — including servicing of generic shared dispense equipment.

A structured questionnaire was used with one open question to ascertain customer views
of the proposed merger of Coors Technical Services and SDEL.

Fieldwork was conducted between November 15" and 29™.

2.1 Sample Methodology

Sample contact lists were sourced by the Competition Commission from the 3 Brewery
companies — Coors, Scottish Courage and Carlsberg.

The contact lists provided addressed 2 different market segments — Buying Groups (“Top
List’ sample) and Independent businesses (‘Outlet Level’ lists).

“Top List’ sample — lists provided by all 3 companies gave locations where central buyers
for Buying Groups were located.

‘Outlet Level’ lists — lists provided by Scottish Courage and Coors identified locations
where independent buyers were located, the Carlsberg list gave 12,211 locations defined
as delivery points — but with no identification of which locations bought independently:
this Carlsberg list could not be used for the survey.

Consequently, Independent buyers of Catlsberg had to be identified from duplication by
telephone number in the Scottish Courage and Coors lists, and consequently all
Independent Carlsberg customers included in the survey are also customers of either
Scottish Courage or Coors.
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2.2 Sample Composition

501 interviews in the survey :

47* Large Buying Groups (with 10 or more outlets , and an average of 267 outlets each = 12,549 outlets )

45*% Small Buylng Groups (with 2-9 outlets , an average of 3.4 outlets each = 153 outlets )

407 Independent businesses ( single outlet = 407 outlets )

47 Large Buying Groups*

501

31 Independent Chains

8 Brewers

2 Hotel Chains

45 Small Buying Groups* 407 Independents

| 25 Independent Chains
| 4 Brewers

| 4 Hotel Chains

| 246 Free houses
| 92 Registered Clubs

| 31 Tenanted/Leased Pubs

6 Other — 3 Restaurant Chains — 26 Hotels/Restaurants
— 9 Other — 12 Other

2.3 Sample Profile

Large Small

TOTAL Buying Buying |Independent

Group Group
Scottish 211 16 20 175
Courage
Coots 197 27 16 153
Carlsberg 93 4 9 79
TOTAL 501 47 45% 407

* Two buying groups did not disclose their number of outlets.

Walkerlnformation .
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3. Key Results

31 Business Profile

% by Volume: Beer and Cider sold as bottles and cans in last 12 months

% Bottles / Cans
[Large Buying Groups 20
Small Buying Groups 24
Independents 18

In all three types of business category the % in terms of volume of beer and cider sold as

either bottles or cans in the last 12 months is less than 25%.

Average
Large Buying | Total (47) 20
Groups Pubs/Clubs (39) 20
Hotels/Restaurants (2) 30
Other (6) 24
Small Buying | Total (45) 24
Groups Pubs/Clubs (29) 25
Hotels/Restaurants (7) 23
Other (9) 19
Independents | Total (407) 18
Pubs/Clubs (369) 17
Hotels/Restaurants 28
(20)
Other (12) 12
b e T 5
WalkerInformation .2
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Volume of Draught Beer and Cider sold in last 12 months:

Large Buying Small Buying
Groups (%0) Groups (%)
<500 Barrels 2 40
500 - <2500 9 29
2500 - <5000 13 7
5000 - <25,000 26 2
25,000 - <50,000 15 -
50,000 - <250,000 15 -
250,000 - <500,000 9 -
Don’t Know 13 22

Within both categories of buying group there is a wide variation in the volume of draught
beer and cider sold in the last 12 months.

Large Buying Groups:
Total Pubs/Clubs Restaurants/Hotels Other
@7 (39) @ ©)
% % % %
<500 2 3 - -
500 - <2500 9 8 - 17
2500 - <5000 13 13 - 17
5000 - <25000 26 28 50 -
25000 - <50000 15 15 - 17
50000 - <250000 15 10 - 50
250000 - <500000 9 10 - -
Don’t know 13 13 50 -
Small Buying Groups:
Total Pubs/Clubs Restaurants/Hotels Other
(45) 29) 0 o)
% % % %
<500 40 28 71 56
500 - <2500 29 41 - 11
2500 - <5000 7 3 14 11
5000 - <25000 2 3 - -
25000 - <50000 - - - -
50000 - <250000 - - - -
250000 - <500000 - - - -
Don’t know 22 24 14 22
‘Exchusive Member in UK and Treland. 6
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Volume of Draught beer and cider sold in an average week:

Independents
0]
<10 Barrels 55
10 - <50 28
50 - <100 4
100 - <500 3
500 - <1000 1
1000 - <5000 1
Don’t Know 7

Amongst Independent buyers there is also a wide variation in volume of draught beer

and cider sold in an average week.

Independents:

Total Pubs/Clubs Restaurants/Hotels Other

(407) (369) (26) (12)

% % % %

<10 55 56 46 50
10 - <50 28 27 42 50
50 - <100 4 4 4 _
100 - <500 3 3 4 _
500 - <1000 1 2 - i
1000 - <5000 1 1 - -
5000 - <10000 - . - i
10000 - <50000 <1 <1 . _
50000 - <100000 <1 <1 - i
100000 or more <1 <1 - -
Don’t know 7 8 4 -

As would be expected the largest Independent outlets in terms of Beer sales are in the
Pubs / clubs category.
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3.2 Key Suppliers and Decision Making

Main Brewer supplying draught beer and cider

Total Large Buying | Small Buying | Independent

(%) Group (%) | Group (%) (%)
PDEL 54 45 56 55
Brewers
Coorts 29 43 27 27
[nterbrew 2 4 4 1
Others (Black
Sheep, Green
King, Brains, 15 6 13 16
Daniel
[Thwaites)

Main Supplier: the 3 brewery companies involved in the proposed merger are the main
suppliers to 83% of the decision makers included in the survey.
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Current main draught beer and cider supplier — by business type

Large Buying Groups:

Total Pubs/Clubs Restaurants/Hotels Other
@7) (39 @ ©)
% % % %
SDEL Brewers 45 54 0 0
Coors 43 38 50 67
Interbrew 4 0 50 17
Other 6 6 0 2
Small Buying Groups:
Total Pubs/Clubs Restaurants/Hotels Other
45) 29) 0 ©)
% % % %
SDEL Brewers 56 48 86 56
Coors 27 31 0 33
Interbrew 4 7 0 0
Other 13 14 14 11
Independents:
Total Pubs/Clubs Restaurants/Hotels Other
(407) (369) (26) (12)
% % % %
SDEL Brewers 55 54 65 50
Coors 27 27 23 42
Interbrew 1 1 8 0
Other 16 15 4 8

The three brewery companies involved in the merger in all areas covered by the survey —
with the exception of the Restaurant/Hotel and Other Leisure groups among the Large

Buying Groups.

‘Exdlusive Member in UK and Treland
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Most likely alternative supplier of draught beer and cider if changed from current

main supplier:

Total Large Buying | Small Buying Independent

(%) Group (%) Group (%) (%)
SDEL Brewers 15 26 9 15
Coorts 11 19 20 9
Interbrew 6 15 0 6
Shepherd Neame 2 5
Greene King 2 2 4 1
Others (W&D, 26
Black Sheep,
Theakstons, 4 20 27
Belhaven)
NO ANSWER 37 32 44 37

TOTAL SDEL* Coors* Other*
(501) % 271) % (143) % 87) %

SDEL Brewers 15 10 24 15
Coors 11 18 - 9
[nterbrew 6 6 10 1
Shepherd Neame 5 1 11 5
Green King 2 2 1 1
Others (W&D,
Black Sheep,
Theakston’s, 26 24 20 28
Belhaven)
NO ANSWER 37 39 34 41

*Current main supplier

Given a need to change supplier - these same 3 companies: SDEL (Scottish Courage and
Carlsberg) and Coors would be the main alternative supplier for 26% of these decision

makers.
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Most likely alternative supplier of draught beer and cider if changed from current

main supplier:

Large Buying Groups:

Total Pubs/Clubs Restaurants/Hotels Other
@) (39) @ ©)
% % % %
SDEL Brewers 26 23 0 17
Coors 19 21 0 17
Interbrew 15 18 0 0
Other 9 8 50 0
Don’t Know 32 26 50 67
Small Buying Groups:
Total Pubs/Clubs Restaurants/Hotels Other
(45) (29) ) )
% % % %
SDEL Brewers 9 7 14 11
Coorts 20 24 14 11
Interbrew 0 0 0 0
Other 22 24 0 33
Don’t Know 49 45 71 44
Independents:
Total Pubs/Clubs Restaurants/Hotels Other
(407) (369) (26) (12)
% % % %
SDEL Brewers 14 14 15 8
Coors 10 10 4 0
Interbrew 6 6 8 8
Other 33 33 19 58
Don’t Know 37 37 54 25

Among Large Buying Groups, the three companies (Scottish Courage, Carlsberg and
Coors) play a stronger role as potential alternative suppliers.

‘Exdlusive Member in UK and Treland
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Whether changed suppliers of draught beer and cider in last 3 years

TOTAL Large Buying | Small Buying | Independents

(%) Groups (%) | Groups (%) (%)
Current main
supplier glways 32 35 g2 32
been main
supplier
[Main Supplier
changed in last 16 11 18 16
3 years
Don’t Know ) 4 0 1

TOTAL (%) SDEL Coors Other
Brewers (%) (%)
%)

Current Main
Supplier .always 32 36 a4 7
been main
supplier
[Main Supplier
changed in last 3 16 13 14 28
years
Don’t Know 2 1 2 1

Changes of Supplier : Only 16% of decision makers had changed main supplier of beer
in the last 3 years , this is somewhat higher (28%) among customers of suppliers other
than the 3 involved in the proposed merger. Almost half (43%) of these decision makers
who had switched supplier had moved from one to another of the 3 suppliers involved
in the proposed merger.

‘Exdlusive Member in UK and Treland
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Whether changed suppliers of draught beer and cider in last 3 years:

Large Buying Groups:

Total Pubs/Clubs Restaurants/Hotels Other
@7 (39) @ ©)
% % % %
Current main
supplicr always 85 87 100 67
been main
supplier
Main supplier
changed in last 3 11 10 - 17
years
Don’t know 4 3 . 17
Small Buying Groups:
Total Pubs/Clubs Restaurants/Hotels Other
(45) (29) © )
% % % %
Current main
supplier glways 32 36 57 39
been main
supplier
Main supplier
changed in last 3 18 14 43 11
years
Don’t know B _ - -
Independents:
Total Pubs/Clubs Restaurants/Hotels Other
(407) (369) (26) (12)
% % % %
Current main
supplier glways 32 32 77 33
been main
supplier
Main supplier
changed in last 3 16 17 15 17
years
Don’t know 1 1 3 )

Very little variation is found across the various types of business and business sectors

included in the study.
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Previous main draught beer supplier (for all those changed in last 3 years)

TOTAL [Large Buying|Small Buying|Independents

(80) Groups (5) | Groups (8) (67)
Scottish Courage 23% 20% 13% 24%
Carlsberg 6% 20% 25% 3%
Coors 20% 40% 38% 16%
Shepherd Neame 11% - 13% 12%
Interbrew 4% 20% - 3%
Other 26% - - 31%
Don’t Know 6% - 13% 6%

TOTAL (S:Z?ltrt;s}; Carlsberg* Coors Other
(50) peSl G 0) @4

Scottish Courage 23% - 33% 35% 33%
Carlsberg 6% 7% - 10% 4%
Coors 20% 33% 11% - 25%
Shepherd Neame 11% 4% 33% 10% 13%
Interbrew 4% 7% 11% - -
g%fﬁ;;mpton 4% % i 5% i
Other 26% 33% 11% 40% 13%
Don’t Know 6% 7% - - 13%

*small base

Almost half (43%) of these decision makers who had switched supplier had moved from
one to another of the 3 suppliers involved in the proposed merger.
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Previous main supplier by business type:

Large Buying Groups:
Total Pubs/Clubs Restaurants/Hotels Other
(5) @ 0 1)
% % % %
SDEL Brewers 40 50 - -
Coors 40 25 - 100
Interbrew 20 25 - -
Other - - - -
Small Buying Groups:
Total Pubs/Clubs Restaurants/Hotels Other
®) @ © (1)
% % % %
SDEL Brewets 38 50 - 100
Coorts 38 50 33 -
Interbrew - - - -
Other 13 - 33 -
Don’t Know 13 - 33 -
Independents:
Total Pubs/Clubs Restaurants/Hotels Other
©7) (61) @ @
% % % %
SDEL Brewers 27 26 25 50
Coors 16 18 - -
Interbrew 3 3 - -
Other 48 49 50 -
Don’t Know 6 3 25 50

Too few Buying groups / outlets outside of the pubs and clubs sector have moved
supplier to comment concerning variation by business sector.

‘Exdlusive Member in UK and Treland
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Key factors in choice of supplier for draught beer and cider - SPONTANEOUS

7%
beer sales
Range of brands they offer 22% | |Profit expected on sales of their o,
0
Popularity and demand for their 149, [
brands * | [Their brand image and advertising 6%
Quality and freshness of their beer  [14% | |Quality of their dispense Y
equipment ’
Fast and timely delivery of orders  |12% Requirement to buy from that "
. articular brewer ’
Reliable beer supply 11%
- - [Their point-of-sale material 3%
Regular maintenance of their 09,
dispense equipment 0 Other 19%
Rapid repair of their dispense
eqlljipmelrolt P 0% Don’t know 6%

Decision making: price of beer and range of brands offered are the most important
decision making factors, supported by popularity and demand for the supplier’s brands

and quality and freshness of beer supplied.

These are then followed in order of importance by key service support issues such as fast
and timely delivery of orders, reliable beer supply and regular maintenance of dispense

equipment.
TOTAL [Large Buying BS miail Independents

(%) Group (%) Gro‘gp (% o (%)
Price of their beer 45 57 58 42
Range of brands they offer 22 57 20 18
Popularity and demand for their brands 14 51 13 10
Quality and freshness of their beer 14 36 11 11
Fast and timely delivery of orders 12 45 9 9
Reliable beer supply 11 34 7 9
Regular maintenance of their dispense 9 36 i 6
equipment
Rapid repair of their dispense equipment] 9 32 7 6
Retrospective discounts on their beer - 17 4 6
sales
Profit expected on sales of their beer 7 26 2 5
[Their brand image and advertising 6 43 - 2
Quality of their dispense equipment 6 38 2 2
Requirement to buy from that particular
brewer 4 1 i 4
[Their point-of-sale material 3 21 - 12
Other 19 9 16 20
Don’t know 5 4 9 6

s ko O 16
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Key factors in choice of supplier for draught beer and cider - SPONTANEOUS :

Large Buying Groups:

Total | Pubs/Clubs | Restaurants/Hotels | Other
@47) (39 ) ©
% % % %
Price of their beer 57 59 - 67
Range of brands they offer 57 59 100 33
Popularity and demand for their 51 51 100 33
brands
Quality and freshness of their beer 38 36 50 50
Fast and timely delivery of orders 45 44 50 50
Reliable beer supply 34 31 50 50
Regular maintenance of their 36 38 50 17
dispense equipment
Rapid repair of their dispense 32 31 50 33
equipment
Retrospective discounts on their 17 18 - 17
beer sales
Profit expected on sales of their 26 26 - 33
beer
Their brand image and advertising 38 36 50 50
Quality of their dispense 43 38 100 50
equipment
Requitement to buy from that 11 13 - -
particular brewer
Their point-of-sale material 21 21 - 33
Other 6 5 - 17
Don’t know 4 3 - 17
Small Buying Groups:
Total Pubs/Clubs | Restaurants/Hotels | Other
(45) 29) ™ )
% % % %
Price of their beer 58 62 39 67
Range of brands they offer 20 31 - -
Popularity and demand for their 16 17 14 11
brands
Quality and freshness of their beer 11 10 14 11
Fast and timely delivery of orders 9 7 14 11
Reliable beer supply 7 3 29 -
Regular maintenance of their - - - -
dispense equipment
Rapid repair of their dispense 7 7 - 11
equipment
Retrospective discounts on their 4 7 - -
beer sales
Profit expected on sales of their 2 3 - -
beer
Their brand image and advertising 2 3 - -
epwiri 17 BMRB
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(Total) | (Pubs/Clubs) | (Restaurant/Hotel) | (Other)

Quality of their dispense
equipment

Requirement to buy from that - - - ;
particular brewer

Their point-of-sale material - - - -

Other 13 14 14 11
Don’t know 9 3 14 22
Independents:

Total | Pubs/Clubs | Restaurants/Hotels | Other

407) (369) (20) (12)

% %o % %

Price of their beer 43 43 50 25
Range of brands they offer 18 19 19 -
Popularity and demand for their 11 11 12 17
brands
Quality and freshness of their beer 12 11 19 17
Fast and timely delivery of orders 9 9 8 -
Reliable beet supply 9 8 19 8
Regular maintenance of their 6 7 - -
dispense equipment
Rapid repair of their dispense 6 6 - 8
equipment
Retrospective discounts on their 6 7 - -
beer sales
Profit expected on sales of their beer 5 4 12 -
Their brand image and advertising 2 3 - -
Quality of their dispense equipment 2 2 4 -
Requirement to buy from that 4 4 12 -
particular brewer
Their point-of-sale material 2 2 - -
Other 18 17 15 50
Don’t know 6 5 8 8

There is little variation in the views expressed across type of business and business sector
regarding key decision making factors.

‘Exclusive Member in UK and Treland . 18
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Level of discount off list price for draught beer from main supplier

Discounts: levels of discount are reported to vary considerably with an average level of
discount of 37%, large buying groups enjoy a higher average level at 65%.

Average Level

of Discount
Large Buying Groups | 65%
Small Buying Groups | 43%
Independents 32%

Discount %
None 3%
1-5% 1%
6-10% 2%
11-25% 14%
26-50% 13%
51-75% 4%
76-90% 1%
Over 90% 4%
Don’t know 59%

There was little variation in the lack of knowledge / response on this aspect by type of

business.

Retrospective discount from main draught beer supplier

These are also reported to vary substantially, with an average level of 10%, large buying
groups enjoy a higher average level (12%) than smaller buying groups (8%0), whilst
Independent businesses report an average level of 18%.

Discount % mention
None 12%
1-5% 2%
6-10% 9%
11-25% 10%
26-50% 2%
51-75% 1%
76-90% -
Over 90% -
Don’t Know 64%

Walkerlnformation 2222
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3.3 Generic shared Dispense Equipment

Brewer with most value in generic shared technical service equipment in outlet(s)

TOTAL  |Large Buying | Small Buying | Independents

(%) Group (%) | Group (%) (%)
SDEL 46 34 56 51
Coors 25 32 16 25
Interbrew 2 4 4 1
Greene King 1 - 2 1
Own Most Ourselves 1 2 2 <1
Other 13 19 7 14
Don’t Know 8 9 14 8

Provision of generic shared dispense equipment:

The great majority (90+%) of such equipment is provided by Brewers , and most of this
is supplied by the 3 brewers whose customers are included in the survey: SDEL (Scottish
Courage and Carlsberg) and Coors.

SDEL 46 83 6 11
Coorts 25 2 79

[nterbrew 1 <1 1

Greene King 1 <1 1 2
Own Most Ourselves 1 1 - -
Other 13 5 8 54
Don’t Know 8 8 5 16

Exclusive Member in UK and Treland . 20
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Satisfaction with quality of generic shared draught beer dispensing equipment

Overall:

Very Satisfied 60%
Satisfied 349%
Neutral 3%
Not Satisfied 2%
Not at all 1%
Satisfied

Very Satisfied/Satisfied

= 94%

Large Buying Groups | 85

Small Buying Groups | 93

Independents

95

As many as 94% of decision makers say they are very satistied (60%) or satisfied (34%)
with the quality of generic shared draught beer dispensing equipment.

Large Buying Groups:

Total Pubs/Clubs Restaurants/Hotels Other
@) (39) @ ©)
% % % %
Very Satisfied 45 44 100 33
Satisfied 40 44 - 33
Neither 2 - - 17
Dissatisfied 9 10 - -
Very Dissatisfied 2 3 - -
Don’t Know 2 - - 17
Small Buying Groups:
Total Pubs/Clubs Restaurants/Hotels Other
45) 29) 0 ©)
% % % %
Very Satisfied 49 52 43 44
Satisfied 44 45 43 44
Neither 7 3 14 11
Dissatisfied - - - -
Very Dissatisfied - - - -
Don’t know - - - -
i Meierl U o eod 21
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Independents:
Total Pubs/Clubs Restaurants/Hotels Other
(407) (369) (26) (12)
% % % %
Very Satisfied 63 63 69 58
Satisfied 32 33 19 33
Neither 2 4 -
Dissatisfied 1 1 - -
Very Dissatisfied 1 1 4 8
Don’t Know <1 4 4 -

There is little variation in the views expressed across type of business and business sector
regarding key decision making factors.

Alternatives to current ownership arrangements for shared generic dispense

equipment
Overall:
NO OPTIONS 71%
Switch to another 10%
brewer’s ownership
Own our own equipment 4%
Other 6%
Don’t Know 9%

No OOE
option
Large Buying Groups |49% 13%
Small Buying Groups |69% 4%
Independents 74% 2%

As many as 71% of decision makers consider they have no options as an alternative to

their current ownership arrangements for shared generic dispense equipment, whilst 20%

believe they do have alternative options

However: many large buying groups do consider they have more scope to pursue

alternative options — only 49 % consider they have no alternative options and 13% would

consider owning their own equipment.

22
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Alternatives to current ownership arrangements for shared generic dispense

equipment:

Large Buying Groups:

Total Pubs/Clubs Restaurants/Hotels Other
@) (39) ) ©)
% % % %
NO OPTIONS 49 51 - 33
Switch to 11 13 50 -
another brewet’s
ownership
Own our own 15 15 - 17
equipment
Other 19 18 - 17
Don’t Know 9 5 50 33
Small Buying Groups:
Total Pubs/Clubs Restaurants/Hotels Other
(45) (29) 0 ©)
% % % %
NO OPTIONS 69 72 71 56
Switch to 9 10 - 11
another brewet’s
ownership
Own our own 7 3 14 11
equipment
Other 2 - 14 -
Don’t Know 13 14 - 22
Independents:
Total Pubs/Clubs Restaurants/Hotels Other
(407) (369) (26) (12)
0/0 O/O 0/0 0/0
NO OPTIONS 74 75 73 75
Switch to 10 11 - 8
another brewet’s
ownership
Own our own 2 2 4 -
equipment
Other 5 4 12 -
Don’t Know 9 8 12 17

Overall there is little variation in the views expressed across most type of business and
business sector categories; however the Restaurant/Hotel and Other groups among
Large Buying Groups appear less knowledgeable on such issues.

23
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Agreement that changing ownership arrangements of shared dispensing
equipment would incur significant costs.

Incur Significant Costs

Agree Strongly 19%7

Agree 26% 7

Neutral 20%
Disagree 16% - 26%
Disagree Strongly 10% NO
Don’t Know 10%

Cost of Alternative Options: of the 20% who consider they do have alternative options -
more (45%) agree than disagree (26%) with the statement that they would incur
significant costs.

LBG | SBG | Ind.

o | e | @
[Agree Strongly 40 13 13
Agree 10 25 31
Neutral 20 25 19
Disagree 15 25 16
Disagree Strongly 10 13 10
Don’t Know 5 - 10

Large buying groups agree most strongly with this statement (40% agree strongly).

Agreement that each option will lead to incurred costs

Total Switch to another Own our own Other
brewer’s ownership equipment arrangement
Agree Strongly 19 10 20 30
Agree 26 32 20 17
Neutral 20 22 25 10
Disagree 16 16 10 20
Disagree Strongly 10 12 15 10
Don’t Know 10 8 10 13

There is little difference in the views expressed regarding costs incurred between those
considering different alternative arrangements.

Exclusive Member in UK and Treland ) 24
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Potential Purchase of Shared Generic Dispensing Equipment

Whether considered buying the equipment:

OVERALL
% No Yes
Yes 7% Large Buy.ing Groups 72% 28%
No 92% Small Buying Groups 91% 7%
Don't Know 1% Independents 95% 4%
Only 7% had considered buying their own equipment, however this is considerably
higher among Large buying groups at 28%.
Actual Decision and Reasons:
7% who have considered buying shared generic dispensing equipment*
- actual decision and reasons:
Large Small
Total Buying | Buying |Independents
(%) Groups | Groups (%)
(%) (%)
We 'bought some or all of our own 38 31 33 40
equipment
(We are f:urrently exploring this 13 23 i 7
ossibility
We decided against it as it would be too
. 6 - 33 7
costly to buy equipment
(We decided against it because it is not
6 8 - 7
worth the trouble
We decided against it because we were
. 3 8 - -
discouraged by a brewer
Other 28 31 67 20
Don’t Know 13 8 _ 20

Actual decision and reasons: of these 7% who had considered this option: 38% had
actually bought some or all of their own equipment and 13% are still exploring this

possibility, whilst 12% decided it would be too costly / not worth the trouble and 3%
decided against this because they were discouraged by the Brewer.
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Reasons for 92% not considering purchase of generic shared dispense equipment:

Large Small
Buying | Buying |Independents
0
Total (7o) Groups | Groups (%)
(%) (%)

More.convernent to have the beer 29 1 15 31
supplier own the equipment
Not worth the trouble 16 6 17 17
[Too expensive to buy 12 15 10 12
[Too expensive to service 3 _ i} 4
[Too complicated to deal with 2 - _ 3
Would risk losing beer discounts 1 - 2 1
Other 29 53 51 25
Don’t Know 15 9 10 17

A majority of decision makers see considerable barriers to purchasing generic shared
dispense equipment.

Views on key aspects of Generic Shared Dispense Equipment:

OVERALL VIEWS
Owner of shared | Ownership of shared| Ownership of the
generic dispensing [dispensing equipment| shared dispensing
equipment is able |by the brand owneris| equipmentis a
to prevent essential to means to prevent
independent maintaining the access to the bar
servicing quality of the product| counter for other
suppliers of beer
Agree Strongly 12% 307 £ \ 6%
ear
Agree 39% 2 \waiory) T30 77
Di t Di
Neutral 3% Views J 9% T 15% \ vViews
Disagree w\—' 13% ERTZ)
Disagree Strongly 3% 2% 8%
Don’t Know 10% 5% 8%
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Views on Key Issues:

The majority of decision makers agree that the role of equipment is essential in
maintaining product quality, however views diverge on other key issues:

- Owner of the shared generic dispensing equipment is able to prevent independent
servicing: 51 % agree / agtree strongly vs 24% disagtee

- Ownership of the shared generic dispensing equipment is a means to prevent access
to the bar counter for other suppliers of beer: 30% agree, 6% agree strongly vs 33%
disagree and 8% disagree strongly.

And views on these issues are quite consistent across type of business and customer
status by supplier — see following tables:

Views on key aspects: Prevents Independent Servicing

Owner of the shared generic dispensing equipment is able to prevent
independent servicing:

Large Small
Buying Buying [Independents
0
Total (7o) Groups | Groups (%)
(%) (%)

[Agree Strongly 12 9 1 13
Agree 39 34 51 38
[Neutral 13 19 9 13
Disagree 24 30 20 23
Disagree Strongly 3 5 ” 3
Doﬂ,t I{nOW 1 O 6 7 1 0

Views on key aspects: Maintaining Quality

Ownership of the shared generic dispensing equipment by the brand owner is
essential to maintaining the quality of the product

Large Small Independent
Total (%) | Buying | Buying qu/) e
Groups (%)|Groups (%) ’
[Agree Strongly 30 17 33 31
[Agree 42 40 51 42
Neutral 9 11 9 8
Disagree 13 23 7 12
Disagree Strongly 2 2 - 2
Don’t Know 5 6 - 5
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Views on key aspects: Prevent Access for other suppliers

Ownership of the shared generic dispensing equipment is a means to prevent
access to the bar counter for other suppliers of beer

Large Small
Total (%) Buying Buying |Independents (%)
Groups (%0)|Groups (%)

Agree Strongly 6 6 5 -
Agree 30 28 33 30
Neutral 15 13 11 15
Disagree 33 36 40 32
Disagree Strongly 8 1 4 8
Don’t Know 8 6 v 8
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3.4 Technical Servicing of Generic Shared Dispense Equipment

Provider of technical services for shared dispensing equipment

Overall (%)

Large
Buying
Groups (%)

Small
Buying
Groups (%)

Independents (%)

By the brewer that accounts for

most of draught beer sales 88 7 93 59
By another brewer 4 2 2 4
By an independent contractor 4 2 2 4
In-house 2 13 2 1
[Another Arrangement <1 2 _ <1
Don’t Know 2 2 - 1

Service provision: as much as 88% of technical services are provided by the brewer that
accounts for most of each customers supply of draught beer.

In contrast, overall only 4% are provided by another brewer (not the main supplier) 2%
of decision-makers undertake their own servicing in-house and 4% use an independent

contractotr.

However there are more exceptions among large buying groups — where 13% conduct

their own servicing,.

Of the 13% Large Buying Groups (6 Companies) — all of these are multiple pub chains.
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Provider of technical services for shared dispensing equipment:

Large Buying Groups:

Total Pubs/Clubs | Restaurants/Hotels | Other
@7) (39) @ ©)
% % % %
By the brewer that accounts for 79 77 100 33
most of draught beer sales
By another brewer 2 - - 17
By an independent contractor 2 3 - -
In-house 13 15 - -
Another Arrangement 2 3 - -
Don’t Know 2 3 - -
Small Buying Groups:
Total Pubs/Clubs | Restaurants/Hotels | Other
(45) 29) 0 ©)
% % % %
By the brewer that accounts for 93 97 100 78
most of draught beer sales
By another brewer 2 - - 11
By an independent contractor 2 - - 11
In-house 2 3 - -
Another Arrangement - - - -
Don’t Know - - - _
Independents:
Total Pubs/Clubs Restaurants/Hotels Other
(407) (369) (26) (12)
% % % %
By the brewer that
accounts for most
of draught beer 20 < 81 83
sales
By another brewer 4 4 8 -
By an
independent 4 4 4 8
contractor
In-house 1 1 - -
Another <1 <1 ) .
Arrangement
Don’t Know 1 1 8 8

There is little variation on this aspect across the various types of business and business

sectors included in the study.
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Method of paying for technical services

Large Small
Buying Buying | Inependents
0
Overall (%0) Groups Groups (%)
(%) (%)

In the price of the beer frorr} the 76 55 38 77
brewer that services the equipment
In the price of the beer from other
brewers whose brands use the 3 8 7 2
equipment
We don’t pay 6 13 2 5
Other 2 19 - 1
Don’t Know 13 6 2 15

Method of Paying for Services (Bundling): a clear majority (76%) of decision makers
pay for technical services in the price of the beer from the Brewer that services the
equipment.

Of the 9 Large Buying Groups who pay through some other method, the majority (7) are
chains of pubs or clubs and two fall into the ‘other’ category.

Method of paying for technical services by business type:

Large Buying Groups:

Total | Pubs/Clubs | Restaurants/Hotels | Other
(47) 39) @) ©)
% % % %

In the price of the beer from the
brewer that services the 55 57 50 50
equipment
In the price of the beer from
other brewers whose brands use 8 7 - 17
the equipment
We don’t pay 13 13 50 -
Other 19 17 - 33
Don’t Know 6 7 - -
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Small Buying Groups:
Total | Pubs/Clubs | Restaurants/Hotels | Other
(45) 29) 0 ©)
% % % %
In the price of the beer from the
brewer that services the 88 86 100 88
equipment
In the price of the beer from
other brewers whose brands use 7 7 - 13
the equipment
We don’t pay 2 4 - -
Other - - - -
Don’t Know 2 4 - -
Independents:
Total | Pubs/Clubs | Restaurants/Hotels | Other
(407) (369) (20) (12)
0/0 0/0 0/0 0/0
In the price of the beer from the
brewer that services the 77 80 61 20
equipment
In the price of the beer from
other brewers whose brands use 2 2 - 20
the equipment
We don’t pay 5 5 4 -
Other 1 <1 4 10
Don’t Know 15 13 30 50

There is little variation by type of business or business sector — except among
Independents more businesses in the other sector category consider they pay for
technical services in the price of the beer from other brewers whose brands use the

equipment.
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92% Services Provided by a Brewer — Ever considered sourcing technical services

independently?
Overall
Yes 4%
| No 95%
Don’t Know <1%

No:
Large Buying Groups 71%
Small Buying Groups 95%

Independents 97%

Yes:
29%
5%
2%

Considered Independent servicing? All 92% of decision makers who currently have
servicing provided by a brewer were asked if they have ever considered sourcing
technical services independently — 95% had not considered this idea.

A major exception to this is that 29% of Large Buying Groups have considered this

approach.

By business type:

Large Buying Groups:

Total Pubs/Clubs Restaurants/Hotels Other
@) (39) @ ©)
% % % %
Yes 29 30 - 33
No 71 70 100 67
Don’t know - - - -
Small Buying Groups:
Total Pubs/Clubs Restaurants/Hotels Other
(45) 29) 0 o)
% % % %
Yes 5 7 - -
No 95 93 100 100
Don’t know - - - -
Independents:
Total Pubs/Clubs Restaurants/Hotels Other
(407) (369) (26) (12)
0/0 O/0 0/0 0/0
Yes 2 2 9 -
No 97 98 91 100
Don’t know 1 1 - -

No strong or clear variation in approach is observed across the range of types of

business and business sectors included in the study.
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Satisfaction with current technical servicing arrangements:

Overall

Very Satisfied 58%
Satisfied 35%
Neutral 3%
Not Satisfied 2%
Not at all <1%
Satisfied

Don’t Know 2%

93%
Very
Satisfied /
Satisfied

Large Buying Groups
Small Buying Groups
Independents

Yes No
81% 15%
91% O
95% 1%

As many as 93% of decision makers are either very satisfied (58%) or satistied (35%).

Satisfaction with current technical servicing arrangements:

Large Buying Groups:
Total Pubs/Clubs Restaurants/Hotels Other
@) (39) @ ©)
0/0 O/O 0/0 0/0
Very Satisfied 34 36 50 17
Satisfied 47 46 50 50
Neither 2 3 - -
Dissatisfied 13 13 - 17
Very Dissatisfied 2 3 - -
Don’t know 2 - - 17
Small Buying Groups:
Total Pubs/Clubs Restaurants/Hotels Other
(45) 29) 0 ©)
0/0 O/O 0/0 0/0
Very Satisfied 56 66 14 56
Satisfied 36 31 71 22
Neither 7 - 14 22
Dissatisfied - - - -
Very Dissatisfied - - - -
Don’t know 2 3 - -
i Meierl U o eod 34

WalkerInformation 2

Global Network




Report to Competition Commission

SDEL Coors Merger Inquiry

23/12/2004
Independents:
Total Pubs/Clubs Restaurants/Hotels Other
(407) (369) (26) (12)
% % % %
Very Satisfied 62 62 62 50
Satisfied 33 33 23 42
Neither 2 2 8 -
Dissatisfied 1 1 8 -
Very Dissatisfied <1 <1 - -
Don’t know 1 1 - 8

Little variation is seen in the views expressed on this aspect across the range of types of

business and business sectors included in the study.

35



Report to Competition Commission
SDEL Coors Merger Inquiry
23/12/2004

2% Not satisfied/Not at all Satisfied with current technical servicing

arrangements:

Reasons for dissatisfaction:

Overall  LBG | SBG | Ind. [SDEL] Coors | Other

(%) (%) (%) (%) (%) (%) (%)
Technicians slow to artive 23 - - 50 - 50 -
Technlclgns don t ﬁx the 3 i i 17 i i 50
problem in one visit
Technlc.lap.s confused.o.ver g 14 i i 20 i i
responsibility for servicing
\We are (.:o.n.fused over 3 i i 17 20 i i
responsibility for servicing
Other 54 86 - 17 60 50 50

Dissatisfaction with Service: of the very small proportion of only 2 % who were
dissatisfied with equipment service a range of problems were mentioned, especially
technicians slow to arrive (23%).

*NB very small base (n=13), 54%=just 7 responses.
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Alternatives to current technical servicing arrangements for generic shared
equipment:

Large Small
Buying Buying | Independents
0
Total (%) Groups | Groups (%)
(%) (%)
INO OPTIONS 75 40 73 80
: N
Switch to another brewer . A1) 2 6
Switch to independent contractor 6 13 9 5
19% 54%

In-house Servicing 4 11 D 3
Other W, 9 - 1
Don’t Know 5 6 13 4

Alternative Servicing arrangements: a clear majority (74%) consider they have no
alternative options to their current technical servicing arrangements. The major
exception to this is Large buying groups — only 40% consider they have no alternative
option, vs 54% who identify alternatives available to them.

19% who believe they have alternative options to current technical servicing
arrangements:

Level of agreement that changing current technical setvicing arrangements would
incur significant cost:

Large o a1l Buyin
Total (%) Buyin P Tndependents (%)
ying Groups (%) p
Groups (%)
[Agree Strongly 20 11 17 25
Agree 25 19 50 25
[Neutral 15 15 17 14
Disagree 24 30 - 25
Disagree Strongly 6 11 17 3
Don’t Know 10 15 - 9

Cost incurred through alternative service arrangements: views are distinctly divided
between 45% who agree that alternative options incur significant costs (20% agree
strongly, 25% agree) and 30% who disagree (24% disagree , 6% strongly disagree)

The balance of views does vary by size of business — within both Independents (50%0)
and Small buying groups (67%) a majority see significant costs being incurred, whereas
among Large buying groups — slightly more disagree with this (41%) than agree (30%0)
that significant costs are incurred.
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Agreement that costs will be incurred for each alternative option:

Total Switch to other Switch to Switch to in-
(103) brewer (37%) independent house servicing
% %o contractor (28%) (18%)
% %

Agree Strongly 20 - 39 50
Agree 25 22 21 17
Neutral 15 19 19 6
Disagree 24 32 14 17
Disagree Strongly 6 16 - -
Don’t Know 10 11 7 11
*NB Small bases

Assessing the views of those who propose different alternative service arrangements:

- Those who would consider another brewer are less concerned about costs

incurred

whilst:

- Those who would consider switching to an independent contractor or in-house
servicing are more concerned about costs incurred.
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Views on Technical Services:

It is easy to source
technical services
separately from

The main supplier
can provide
technical services

The quality of
|technical services is
better when

The cost of
technical services
from the main

draught beer  |cheaper than if you| provided by the supplier is too
supplied by the source main supplier small to require
main supplier (%) |independently (%) frather than sourced| attention (%o)
independently (%0)

[Agree Strongly 11 24 21 12
Agree 39 37 43 39
Neutral 8 8 9 9
Disagree 20 7 7 | 22 I
Disagree 4 1 1 2
Strongly
Don’t Know 18 23 19 16

Views concerning Technical Services:

A majority of decision makers agree that :

- the quality of technical services is better when it is provided by the main supplier
rather than sourced independently ( 64% agree )

- the main supplier can provide technical services to you cheaper than if you
source independently (61% agree )

In contrast there is some divergence of views concerning both :

- easy to source services separately - it is easy to source technical services
separately from draught beer supplied by the main supplier: 50% agree vs 24%

disagree

- ‘worth the effort’ — the cost of technical services from the main supplier is too
small to require attention ( 51% agree vs 24% disagree )
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Level of agreement that it is easy to source technical services separately from

draught beer supplied by the main supplier

Large Small
Total Buying | Buying | Independents
(%) Groups | Groups (%)
(o) )

[Agree Strongly 11 4 2 13
[Agree 39 36 42 39
Neutral 8 2 16 8
Disagree 20 43 31 16
Disagree Strongly 4 4 4 4
Don’t Know 18 11 4 20

Easy to source services separately: the greatest level of concern on this aspect is
expressed by Large buying groups (47% disagree) and Small buying groups (35%

disagree).

Level of agreement that the main draught beer supplier can provide cheaper
technical services than if sourced independently

Large Small
Total Buying | Buying Independents
(%) Groups | Groups (%)
) | o

[Agree Strongly 24 11 16 26
[Agree 37 38 56 35
Neutral 8 15 7 8
Disagree 7 11 7 6
Disagree Strongly 1 2 2 1
Don’t Know 23 23 13 24

There is broad agreement across all three business categories concerning the main
draught beer supplier being able to provide cheaper technical services than if sourced

independently.
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Level of agreement that the quality of technical services is better from main

draught beer supplier than if sourced independently

Large Small
Total Buying | Buying Independents
(%) Groups | Groups (%)
%) %)

[Agree Strongly 21 13 11 24
[Agree 43 43 67 41
Neutral 9 15 7 9
Disagree 7 21 2 5
Disagree Strongly 1 - - 1
Don’t Know 19 9 13 21

Large buying groups are the most concerned regarding the issue of whether ‘services are
better from main draught beer supplier’ — 21% disagree, however many are not
convinced the issue is worth attention — 40% disagree that the cost is not significant

enough to require attention.

Level of agreement that cost of technical servicing from main draught beer
supplier is too small to require attention

Large Small
Total Buying | Buying | Independents
(%) Groups | Groups (%)
(%) (%)
[Agree Strongly 12 4 4 14
[Agree 39 32 49 38
Neutral 9 9 18 8
Disagree 22 40 24 20
Disagree Strongly 2 - - 2
Don’t Know 16 15 4 17
‘Bachusive Member in UK and Trland 41 B M R B
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Have you ever obtained separate pricing for draught beer and technical services

from a draught beer supplier?

Large Small
Total Buying Buying Independents
(%) Groups | Groups (%)
(%) (%)

[Yes — in last year 11 13 16 10
[Yes — 1-5 years ago 11 21 11 10
No 74 62 67 77
Don’t Know 4 4 7 3

74% of decision makers have not obtained separate pricing for draught beer and
technical services from a draught beer supplier, whilst 22% have, with the highest
incidence of this among Large buying groups — 34%.

22% who have obtained separate pricing for draught beer and technical services
from a draught beer supplier in the last 5 years:

- % Reduction in price of draught beer once technical services taken out

Large Small
Total Buying | Buying Independents
(%) Groups | Groups (%)
(%0) (%0)

Less than 5% 15 13 17 15
5—9% 3 19 - -
10 —-29% 5 6 - 5
Don’t Know 78 63 83 80
IAVERAGE % Reduction 3.3% 4.3% 0% 3.4%

Separate pricing for Technical Services: of the 22% who had obtained a separate pricing
— the price reduction gained had varied considerably, with an average reduction of 3.3%.

Those decision makers who did not know the % reduction in price were also asked for
price reduction in pounds per barrel — but only four more answers were provided.

Global Network

42




Report to Competition Commission
SDEL Coors Merger Inquiry
23/12/2004

3.5 Response to Proposed Merger of Coors Technical Services and
SDEL

“As you are probably aware, there is a joint venture called S-D-E-L between
Scottish Courage and Carlsberg for the supply of technical services, There is now
a plan to merge the technical services of Coors into SDEL.

To what extent would this be likely to have a favourable or unfavourable impact
on your outlets?”

Overall (%) LBG (%) | SBG (%) | Ind. (%)
Very Favourable 4 9 4 4
Favourable 24 32 22 23
Neither 38 34 29 40
Unfavourable 11 15 16 10
Very Unfavourable 3 4 2 3
Don’t Know 20 6 27 21

The main responses from decision makers on this issue were:
24% Favourable 38% Neutral 20% Don’t know

However — a small minority did express concerns : 11% Unfavourable , 3% Very
unfavourable .

Of this concerned group — Large buying groups ( 19% ) and Coors buyers (20%) were
slightly more concerned than the average (14%).

Key reasons for favourability rating:

4% Very Favourable:

One technician can service all the equipment 2%
Only deal with 1 Company/contact 1%
Prices might/should be better 1%

- Less Contact/Hassle Better Price
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24% Favourable:

Improve the Service 3%
Only deal with 1 Company/contact 3%
Will make things easier 2%
Happy with service received 2%
Mote choice 2%
Improve response time 1%

- Better Service / Contact, Less Hassle

38% Neither Favourable nor Unfavourable:

Make no difference 15%
Happy with service 4%
All (Companies) the same 3%
It’s free/no charge 2%
Expect same service 2%

- No Change involved

11% Unfavourable:

Happy with service 2%
Like technicians I know 1%
Create monopoly / restrict choice 1%
Service may / will detetiorate 1%
No difference 1%
Unhappy with subcontractors 1%

- Service impact vs No difference

3% Very Unfavourable:

Create monopoly / restrict choice 1%0*
(*both Large Buying Groups)

Service may / will deteriorate 1%

- Monopoly / Setvice levels
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Favourability of impact of SDEL on outlets by business type:

Large Buying Groups:

Total Pubs/Clubs Restaurants/Hotels Other
@7) (39) @ ©)
% % % %
Very favourable 9 8 50 -
Favourable 32 31 - 50
Neither 34 36 50 17
Unfavourable 15 18 - -
Very Unfavourable 4 5 - -
Don’t know 6 3 - 33
Small Buying Groups:
Total Pubs/Clubs Restaurants/Hotels Other
(45) 29) 0 o)
% % % %
Very favourable 4 7 - -
Favourable 22 24 14 22
Neither 29 28 43 22
Unfavourable 16 14 29 11
Very Unfavourable 2 3 - -
Don’t know 27 24 14 44
Independents:
Total Pubs/Clubs Restaurants/Hotels Other
(407) (369) (26) (12)
% % % %
Very favourable 4 4 4 -
Favourable 23 23 31 8
Neither 40 40 35 33
Unfavourable 10 11 12 -
Very Unfavourable 3 2 - 17
Don’t know 21 20 19 42

Little variation is found in the views expressed among decision makers across the various
types of business and business sector, except a higher proportion in the “Other” business
category feel they are unable to express a view.
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4. Summary of Key Findings

4.1 Key Suppliers and Decision Making:

Suppliers:

Main Supplier: the 3 brewery companies involved in the proposed merger are the main
suppliers to 83% of the decision makers included in the survey.

Given a need to change supplier - these same 3 companies would be the main alternative
supplier for 26% of these decision makers.

Changes of Supplier: Only 16% of decision makers had changed main supplier of beer
in the last 3 years, this is somewhat higher (28%) among customers of suppliers other
than the 3 involved in the proposed merger.

Almost half (43%) of these decision makers who had switched supplier had moved from
one to another of the 3 suppliers involved in the proposed merger.

Decision making: price of beer and range of brands offered are the most important
decision making factors — supported by popularity and demand for the supplier’s brands
and quality and freshness of beer supplied.

These are then followed in order of importance by key service support issues such as fast
and timely delivery of orders, reliable beer supply and regular maintenance of dispense
equipment.

Discounts: levels of discount are reported to vary considerably with an average level of
discount of 37%; large buying groups enjoy a higher average level at 65%.

Retrospective Discounts: these are also reported to vary substantially, with an average
level of 10%; large buying groups enjoy a higher average level (12%) than smaller buying
groups (8%), whilst Independent businesses report an average level of 18%.

4.2  Generic shared Dispense Equipment:

Provision of generic shared dispense equipment: the great majority (90+%) of such
equipment is provided by Brewers , and most of this is supplied by the 3 brewers whose
customers are included in the survey: SDEL (Scottish Courage and Carlsberg) and Coors.

Satisfaction with equipment: as many as 94% of decision makers say they are very

satisfied (60%) or satisfied (34%) with the quality of generic shared draught beer
dispensing equipment.
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Alternatives to current ownership arrangements: as many as 71%* of decision
makers consider they have no options as an alternative to their current ownership
arrangements for shared generic dispense equipment, whilst 20% believe they do have
alternative options.

However many large buying groups do consider they have more scope to pursue
alternative options — only 49%* consider they have no alternative options and 13%
would consider owning their own equipment.

Cost of Alternative Options: of the 20% who consider they do have alternative options
- more (45%) agree than disagree (26%) with the statement that they would incur
significant costs. Large buying groups agree most strongly with this statement (40% agree
strongly).

Considered buying own equipment: only 7% had considered buying their own
equipment; however this is considerably higher among large buying groups at 28%.

Considered buying own equipment — actual decisions: of these 7% who had
considered this option — 38% had actually bought some or all of their own equipment
and 13% are still exploring this possibility whilst 12% decided it would be too costly/not
worth the trouble and 3% decided against this because they were discouraged by the
Brewer.

Not considered buying own equipment: among the 92% who had not considered
buying their own equipment - the main reasons for not buying are: 29% more convenient
for Brewer to supply, 16% not worth the trouble, 12% too expensive to buy, 3% too
expensive to service, 2% too complicated to deal with, 1% would risk losing their beer
discounts.

Views on Key Issues relating to Generic shared Dispense Equipment:
The majority of decision makers agree that ownership of the shared equipment by the
brand owner is essential in maintaining product quality, however views diverge on other
key issues:
*  Owner of the shared generic dispensing equipment is able to prevent
independent servicing: 51 % agree/agree strongly vs 24% disagree

*  Ownership of the shared generic dispensing equipment is a means to prevent
access to the bar counter for other suppliers of beer: 30% agree, 6% agree
strongly vs 33% disagree and 8% disagree strongly.

Views on these issues are quite consistent across type of business and customer status by

supplier.

* this difference may be due to both the knowledge of specialist decision makers in large
buying groups vs generalist decision makers in small buying groups and Independents ,
as well as the greater resources at their disposal.
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4.3 Technical Servicing of Generic shared Dispense Equipment:

Service provision: as much as 88% of technical services are provided by the brewer that
accounts for most of each customer’s supply of draught beer.

In contrast, overall only 4% are provided by another brewer (not the main supplier) 2%
of decision-makers undertake their own servicing in-house and 4% use an independent
contractor.

However there are more exceptions among large buying groups — where 13% conduct
their own servicing.

Method of Paying for Services (Bundling): a clear majority (76%) of decision makers
pay for technical services in the price of the beer from the Brewer that services the
equipment.

Considered Independent servicing? All 92% of decision makers who currently have
servicing provided by a brewer were asked if they have ever considered sourcing
technical services independently — 95% had not considered this idea.*

The major exception was among Large Buying Groups — of whom 29%* have
considered such an approach.

Satisfaction with technical servicing of generic shared dispense equipment: as
many as 93% of decision makers are very satisfied (58%) or satisfied (35%) with the
technical services they receive — and only 2% are not satisfied.

Again — Large Buying Groups are somewhat different — 81% are Very Satisfied/Satisfied
but 13% are Dissatisfied.

Reasons for dissatisfaction with Service: Of the very small proportion of only 2%
who were dissatisfied a range of problems were mentioned, especially ‘technicians slow
to arrive’.

Alternative Servicing arrangements: A clear majority (75%) consider they have no
alternative options to their current technical servicing arrangements — the major
exception to this is Large buying groups — only 40% consider they have no alternative
option vs 54% who identify alternatives available to them.

Costs incurred through alternative service arrangements: Views are distinctly
divided between 45% who agree that alternative options incur significant costs (20%
agree strongly, 25% agree) and 30% who disagree (24% disagree, 6% strongly disagree).

* again , this difference may be due to both the knowledge of specialist decision-makers
in large buying groups vs small buying groups and Independents , as well as greater
resources at their disposal.
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The balance of views does vary by size of business — within both Independents (50%)
and Small buying groups (67%) a majority see significant costs being incurred, whereas
among Large buying groups — slightly more disagree with this (41%) than agree (30%0)
that significant costs are incurred.

Views concerning Technical Services:
A majority of decision makers agree that:

- The quality of technical services is better when it is provided by the main supplier
rather than sourced independently (64% agree)

- The main supplier can provide technical services to you cheaper than if you source
independently (61% agree)

In contrast there is some divergence of views concerning:
- Easy to source services separately - it is easy to source technical services
separately from draught beer supplied by the main supplier: 50% agree vs
24% disagree

- ‘Worth the effort’ — the cost of technical services from the main supplier is
too small to require attention (51% agree vs 24% disagree)

Easy to source services separately: the greatest level of concern on this aspect is
expressed by Large Buying Groups (47% disagree) and Small Buying Groups (35%
disagree).

Large buying groups are also the most concerned regarding ‘services are better from
main draught beer supplier’ — 21% disagree, however many are not convinced the
issue is worth attention — 40% disagree that the cost is not significant enough to require
attention.

Separate Pricing for Technical Services: 74% of decision makers have not obtained
separate pricing for draught beer and technical services from a draught beer supplier,

whilst 22% have - with the highest incidence of this among Large Buying Groups: 34%.

Of the 22% who had obtained a separate pricing — the price reduction gained had varied
considerably, with an average reduction of 3.3%.
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4.4 Response to proposed merger of Coors Technical Services and
SDEL

Decision makers were informed / reminded of the proposed merger and asked:

- ‘to what extent would this be likely to have a favourable or unfavourable impact
on your outlet(s)?’

The main responses were:
24% Favourable 38% Neutral 20% Don’t know

However — a small minority did express concerns: 11% Unfavourable, 3% Very
unfavourable.

Of this concerned group — Large buying groups (19%) and Coors buyers (20%) were
slightly more concerned than the average (14%).

Reasons for Views given on the Proposed Merger:

* Very Favourable 4%:  Less contact / hassle , Better price

e Favourable 24%: Better service and contact - less hassle
* ‘Neutral’ 38%: No change involved

e Unfavourable 11%:  Service impact vs No difference

* Very unfavourable*  3%:  Monopoly / Setvice levels

* (Large Buying Groups)
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