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THEYEAR'S HIGHLIGRTS

Group revenue

£12.3bn
Up 11%
E]St;ig;;t]before tax
Up 17%
Up 15%

Net debt

£1,061Tm

Profit before tax

£761m
Level

* A very good set of results

Adjusted operating profit’

£1,077/m
Up 17%
8d|u75.t92 Ernmgs per share
Up 18%

Net capital investment

£707m

Operating profit

£873m
Up 4%
03
Up 2%

» Major restructunngs undertaken

* Banner year for AB Sugar
* Primark accelerates

¢ Further growth from Twinings Ovaltine

¢ Difficult year for meat business in Australia and in yeast

* Strong group cash flow

and exceptional tams

"+ before amortisation of non-gperating intangibles profis less losses on disposal of non-current assets,

before amortisation of non-operating intangibles profits less losses on disposal of non current assets

profits less losses on the sale and closura of businesses and exceptional items

All adjustments 10 prafit measuras are shown on the face of the consohdated income statement

Associated British Foods Annual Report and Accounts 2012




WHO WE ARE

ASSOCIATED BRITISH FOODS IS A DIVERSIFIED
INTERNATIONAL FOOD, INGREDIENTS AND RETAIL
GROUP WITH SALES OF £12.3BN, AND 106,000
EMPLOYEES IN 47 COUNTRIES.

WE AIM TO ACHIEVE STRONG, SUSTAINABLE
LEADERSHIP POSITIONS IN MARKETS THAT OFFER
POTENTIAL FOR PROFITABLE GROWTH, AND
DELIVER QUALITY PRODUCTS AND SERVICES THAT
ARE CENTRAL TO PEOPLE'S LIVES.

ABFCO UK/AR2012
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GO TO PAGE 17 FOR MORE INFORMATION ABF.LO.UK/ARZ012/SUGAR

SUGAN

REVENUE: £2,666M (2011, £2,134M)

THE LARGEST BEET RECORD CROP YIELDS
PROCESSING FACTORY IN THE UK
IN THE WORLD

Excellent growing condisons and sustained
Over 3 milion tonnes of sugar beet are processed impsovement in seed varieties and agrenomy
each year at the Wissingion factory delivered record yelds this year




THE BEST ENERGY
PERFORMANCE

QOver 50 megawatts can be exported by the
Wissington factory to the local eletncity gnd -
enough to meet the needs of 120,000 people




G0 70 PAGE 20 FOR MORE INFORMATION ABF.CO.UK/AR2012/AGRICULTURE

AGRICULTURE

REVENUE: £1,265M (2011, £1,127M)

ONE OF THE LARGEST
ANIMAL FEED SUPPLIERS
IN THE UK

AB Agri1s also fast expanding 1ts global
aperations to become a major iniernaticnal
2gn business

ADDING VALUE RIGHT
ACROSS THE AGRIFOOD
CHAIN

AB Agris unigue breadth and experience enables
1t 10 add value and drive profit for businesses all
along the food dink and bigfuel supply cham




WELL VERSED IN GETTING
MORE FROM LESS

Qur mugsion 1s to help global agnculture
businesses develop by supplying leading edge
technology-based products and services




GO TO PAGE 22 FOR MORE INFORMATIOR ABF.CO.UK/AR2012/RETAIL

HEIAIL

REVENUE: £3,503M {2011, £3,043M)

NEW STORES THAT DO
JUSTICE TO THE PRIMARK
BRAND

Our new store design aims to provide an
inspirational, exciting fashionable and fun
shopping expenence for all cusiomers

EMBRACING INNOVATIVE
WAYS OF MERCHANDISING

Strategically placed mannequins combing
with video screens to inspie customers to
choose outfits that are readily available on
adjacent fixtures




A GROWING
INTERNATIONAL PRESENCE

Primark has 47 stores in continental Europe with
plans for further expansion




GO TO PAGE 25 FOR MORE INFORMATION ABELO.UK/ARZ012/GROCERY

bROCERY

REVENUE: £3,726M (2011, £3,671M)

BRANDS THAT CUSTOMERS
LOVE, ACROSS THE GLOBE

Twinings Ovaltne sells its prermium tea and
malted beverages in more than 100 countries

ENCOURAGING HEALTHIER
HABITS TO BECOME
THE NORM

Kingsmill 50/50 1s made with 50% white flour
and 50% wholemeal flour to provide more fibre
n people s diets




MAKING SUSTAINABILITY
CENTRAL TO OUR
STRATEGY

Jordans Rywita changed its crispbread praduction
process saving 60 000 hitres of water a year




GO TO PAGE 28 FOR MORE INFORMATION ABF.LO.UK/AR2012/INGREDIENTS

INGREDIENTS

REVENUE: £1,092M (2011, £1,090M)

SHARING IDEAS AND BEST
PRACTICE RIGHT ACROSS
THE GROUP

Our Innovatian Centre in the Netherlands
supports the bakery ingredients business around
the world

LISTENING TO OUR
CUSTOMERS ACROSS |
THE GLOBE |

Products and solutions are tailored to meet owr
customers requrements wherever they operate




MAKING FOOD TASTIER
AND LAST LONGER

Enzymes ensure that bread stays fresh
longer and yeast extracts are used as natural
flavour enhancers
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OUR GROUP AT A GLANCE

THE GROUP OPERATES THROUGH FIVE STRATEGIC BUSINESS
SEGMENTS: SUGAR, AGRICULTURE, RETAIL; GROCERY AND

INGREDIENTS.

ABF ONLINE: A NEW
CORPORATE WEBSITE
AND ONLINE PRESENCE

HAVE YOU SEEN OUR NEW PLC WEBSITE YET?
GO ONLINE AT ABFCO UK

VIEW ARICHER MCRE INTERACTIVE REPORT
THERE T00- ABFCQ UK/ARZ012

SUGAR

22%

of total revenue

Revenue
£2,666m {2011, £2,134m)

Adjusted operating profit
£510m {2011, £315m)

Adjusted operating profit margin
19 1% {2011, 14 8%)

Return on average capital employed
26 5% (2011, 17 3%)

Sugar, Europe

Our UK beet sugar factones produce

over one millon tonnes of sugar annually
Azucarera In Spain produces over 400,000
1onnes of beet sugar each year and has

a cane refimng capacity of a further
400,000 tonnes

Sugar, China

We operate five cane sugar mills in Guangxi
Province and seven beet sugar factories In
the north east of the country Continuous
investment has raised annual sugar capacity
to 850,000 tonnes

Sugar, Southern Afnica

lllovo s Africa s largest sugar producer with
agricultural and producuen facilities in six
countries Annual sugar production Is

1 8 rmllion tonnes

Associated Britrsh Foods Annual Report and Accounts 2012

AGRICULTURE

10%

of total revenue

Revenue
£1,265m (2011, £1,127m)

Adjusted operating profit
£40m {2011, £40m)

Adjusted operating profit margin
32% (201, 3 5%)

Return on average capital employed
16 5% (2011, 19 0%)

AB Agri operates at the heart of the
agricultural industry with activities that
stretch from field to fork s unique breadth
and expernence enable it to add value all
along the food, dnnk and biofuel iIndustry
supply chains

AB Agr supplies producis and services
to farmers, feed and food manufacturers
processors and retarlers It also buys gran
from farmers and supphes crop inputs
through its joint venture arable operation,
Frontier Agniculture

We employ over 2,000 people in the
UK and China and market products in
55 countries worldwide




RETAIL

29%

of total revenue

Revenue
£3,503m {2011, £3,043m}

Adjusted operating profit
£356m (2011, £309m}

Adjusted operating profit margin
10 2% (2011, 10 2%)

Return on average capital employed
19 2% (2011, 18 2%)

Prnmark

Primark 1s a major retall group employing
43,000 people It operates stores In the
UK, Republic of treland, Spain, Portugal,
Germany, the Netherlands Belgum

and Austrnia

It offers customers quality, up-to-the-
minute fashion at value-for-money prices

Buying and merchandising teams in Dublin
{Republic of Ireland} and Reading {UK) travel
internationally to source and buy fashion
iterns that best reflect each season’s key
fashion trends Primark s range includes
womenswear lingene, childrenswear,
menswear, footwear accessories, hosiery
and homeware

* Reclassified - see note 1

GROCERY

30%

of total revenue

Revenue
£3,726m {2011, £3,671m’)

Adjusted operating profit
£187m (2011, £244m°)

Adjusted operating profit margin
5 0% [2011, 6 6%")

Return on average capital employed
12 2% (2011, 17 6%)

International
Twinings and Ovaltine are our global hot
beverage brands

Europe

Market leader in UK sugar with Silver Spoon
and Billington's Jordans cereals, Rywita,
Kingsmill, Patak's and Blue Dragon

The Americas

Mazola ts the leader in corn ail In the US
Capullo 1s a prermium canela oil iIn Mexico
Tone's, Spice Islands and Durkee are US
herbs and spices brands

Australia

Harm, bacon and smallgoods under
Don and KRC brands Tip Top Bakenes
produce a range of well-known breads
and baked goods

INGREDIENTS

9%

of total revenue

Revenue
£1,092m (2011, £1,090m’}

Adjusted operating profit
£32m (2011, £61m°)

Adjusted operating profit margin
2 9% (2011, 5 6%")

Return on average capital employed
4 3% {2011, 8 3%)

Yeast and bakery ingredients

AB Maur operates globally in yeast and
bakery ingredient production with 48 plants
In 26 countries supplying plant and artisanal
bakers and the foodservice and wholesale
channels Its a technology leader in bread
improvers, dough conditioners and

bakery mixes

Speciality ingredients

ABF Ingredients focuses on high-value
ingredients for food and non-food
apphcations It manufactures and markets
enzymes, yeast extracts, speciality proteins
and lipds worldwide with manufacturing
facihbies in Europe, the US and China

Associated Bntish Foods Annual Report and Accounts 2012
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CHAIRMAN'S STATEMENT

BY ANY STANDARDS, AN INCREASE OF
11% IN REVENUE AND 17% IN ADJUSTED
OPERATING PROFIT IN THE CURRENT
CLIMATE IS A FINE PERFORMANCE.

Charles Sinclair
Charrman

Assccisted British Foods Annual Report and Accounts 2012

| concluded my statement last year with the
expectation that we would achieve growth
In sales and adjusted operating profit this
year with the latter weighted towards the
second half

| am therefore pleased that we have

been able to report results throughout the
course of the year that have met those
expectatons, despite the enduring
challenges of subdued economic growth
and continued pressure on consumer
disposable incomes in the world’s
developed economies By any standards,
an increase ¢of 11% in revenue and 17%

In adjusted operating profit in the current
chmate 1s a fine performance This resulted
in an 18% increase in adjusted earnings per
share 10 87 2p

AB Sugar dehivered a first-class resuls,
exceeding last year's record profit {allowing
the investment made in recent years The
business benefited from an excellent UK
campaign, a strong European commercial
market and better sugar yields across
southern Africa Prnmark’s rate of growth
increased this year with sales of £3 5bn,
more than double those of five years ago
It was particularly exciting to see new
store openings in Germany greeted with
the same degree of customer enthusiasm
as that expenienced in the UK, with Berlin
setting a new Pamark record for sales
made on the first day of trading AB Agri
also had a very good year In recent years
this business has evolved successiully from
selling traditional animal feeds in the UK to
producing high-value premixes, enzymes
and technical ingredients and providing
valug-adding adwisory and marketing
services to the global agrcultural market




This year was not without its challenges,
however, as evidenced by the results of

our Grocery and Ingredients business
segments Although Twinings Ovaltine
delvered another good result with
continued growth, particularly in its
developing markets, a mix of strong
competition, a continued strain on
consumer spending and high costs for

a number of commodites led to lower
profitabiity n both of these segments

A combination of management action

to reduce the cost base together with
increased Investment (n marketing and new
product development, enabled mast of the
businesses in these segments to enter the
new financial year on a sound footing It
was, nevertheless, disappointing that earlier
this year we announced that these actions
were not sufficient to avoid a non-cash
imparment of the Don KRC assets in
Australia However this business has already
made substantial operational improvements
and a recovery plan s in place Itis noteworthy
that even If adjusted earnings are reduced
by this exceptional charge they still show

a 6% increase over last year

Recent years have seen substantial capital
investment in the food businesses with a
number of projects spanning several years
These have now largely come to an end
and our capital expenditure was lower as a
result Investment during the year included
construction of the relocated sugar factory
at Zhangbe! in China and a new yeast plant
in Mexico As we continued to pursue

the big retall expansion cpportunity In
continental Europe capital expenditure

on Primark reached £326m last year,

and we expect a high level of expenditure
on Pnimark to continug

FOLLOWING LAST
YEARS CASH
OUTFLOW, THE
[OWER LEVEL OF
CAPITAL INVESTMENT
TOGETHER WITH THE
HIGHER PROFIT AND
LOWER WORKING
CAPITAL RESULTED
IN A STRONG CASH
FLOW THIS YEAR.

Following last year's cash outflow, the
lower level of capital iInvestment together
with the hugher profit and lower working
capttal resulted in a strong cash flow

this year Even taking into account the
acquisition of Elephant Atta for £34m,
net deht at the year end was £224m
lower at £1,06Tm

Directors

As announced last November we
welcomed Emma Adamo to the board at
the conclusion of last year's annual general
meeting Emma was educated at Stanford
Uriversity and INSEAD and s a director of
Wittington Investments Limited

Employees

The trading environment for many of our
businesses has been difficult this year and,
while credit 1s clearly due to those who
have made progress, those working in

the businesses most affected by adverse
market conditions are, perhaps, all the more
deserving of our thanks and appreciation
for therr strenuous efforts On behalf of
shareholders, | thank all cur employees

for the contribution they have made

to the group's success In the past year

Primark has created 10,000 new jobs
across the UK and continental Europe
this year at a time of high unemployment,
particularly for young people The average
number of pecple employed by the

group worldwide increased duning the
year to 106,000

Dwidends

| am pleased to report that a final dvidend
of 20 Op 1s proposed, to be paid on

11 January 2013 to shareholders on the
register on 7 December 2012 Together
with the intenm dividend of 8 5p paid on
6 July 2012, this wiil make a total of 28 Bp
for the year, an increase of 15%

Outloock

Global economic uncertainty looks set to
remain a feature of the new financiat year
and in recent months we have seen an
tncrease In some of our commodity costs,
notably cereals We expect a reduction in
profit from AB Sugar, as a resu't of lower
EU production, to be more than offset by
further growth at Prnimark and some recovery
in Grocery We therefore expect the group
to make some further progress in this new
financial year but, in contrast to last year
this will be weighted towards the first half

Charles Sinclair
Chairman

Assoctated Bntish Foods Annual Report and Accounts 2012
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OPERATING REVIEW

THESE ARE VERY GOOD RESULTS FOR

THE GROUP AND INCLUDE EXCEPTIONAL
PERFORMANCES FROM AB SUGAR AND
PRIMARK. GLOBAL ECONOMIC UNCERTAINTY
REMAINS BUT WE HAVE OPPORTUNITIES
FOR FURTHER INVESTMENT AND THE
STRENGTH OF THE GROUP BALANCE SHEET
AND A STRONG CASH FLOW WILL ENABLE
US TO PURSUE THEM WITH CONFIDENCE.

George Weston
Chief Executive

in 2012 the group’s revenue Increased by
11% to £12 3bn and adjusted operating
profit was 17% ahead of the previous year
exceeding the one billion pound mark for
the first tme at £1,077m

This was an extremely good year but 1t
shouldn’t be considered in 1solation The
compound annual growth of revenue and
profit achieved over the last 10 years 1s

10% and 11% respectively This long-term
performance is a direct result of our business
model Our businesses are organised so that
they are close 1o the markets and customers
they serve and the corporate centre Is
consequently small Operational decisions
are made by the businesses and strategy I1s

agreed between the businesses and the
centre Business performance s closely
monitored by the centre and caprtal 1s
allocated to businesses where returns
meet or exceed clearly defined cntena

AB Sugar delivered a further significant
rmgprovement in profit this year dnven by
its European businesses and lllovo AB Agn
matched last year's record performance
Primark dehvered excellent growth with a
substantial increase In retall selling space
and hke-for-like growth at the top of 1ts peer
group In Grocery Twinings Cvaltine,
Jordans Ryvita and Silver Spoon achieved
good growth but overall profit was held
back by restructuring charges taken to

Assocciated British Foods Annual Report and Accounts 2012

lower the cost base, and a difficult trading
environment for George Weston Foods
The further dechne in Ingredients’ profi
was disappointing

The major investment in our sugar
businesses in recent years has been an
important dniver of the substantial growth

in Sugar profts The acquisition of Azucarera
in Iberia has proved to be a very sound
investment and has been a key contributor
to the increased profitability over the last
two years The investment in capacity
expansion across southern Africa 1s now
deliverng better returns for Illovo and the
development of our presence in China,

in both cane and beet sugar, has built a
platform for future growth Qur European
businesses have benefited from firmer
pricing and higher sugar production this
year Although we expect prices in the EU to
remain firm, profit in the coming year will be
affected by reduced European production,
as a consequence of lower yields, and
higher beet costs for Briish Sugar

Pnmark's result reflects conitnued growth
in the UK, mcluding the opening of a flagship
store in Edinburgh, and a major step forward
in continental Europe Retail selling space

in lbera was increased by almost half, our
presence In Germany was strengthened

by the opening of four large stores, and

we continue to develop our regional
distnbutton network with the opening of

the Monchengladbach distribution centre
The excitement that continues to be
generated by each new store opening and
the sales densities that we are achieving 1n
continental Europe afford us the confidence
to beheve that Pnimark 1s capable of much
further growth

Once again, Twinings Ovalting demonstrated
its ability to generate strong revenue
growth for both the Twinings and Ovaltine
brands which resuited in tugher profit
However, the continued pressure on
consumer disposable Incomes in the
world's developed econonies created a
challenging environment for the businesses
in Grocery To succeed in this environment
It 1s Important to be a low-cost supplier
and the management teams in George
Weston Foods and Allied Bakeries made
good progress in reducing therr cost base
The financial resulis reflect the cost of this
management action kit was a difficult year
for the meat business in Australia but the
new factory 1s now operating more
efficiently and the focus for the coming
year will be on increasing volumes




The effects of a combination of high input
costs and increased competition for yeast this
year contributed to a further decline in margin
for Ingredients We are committed to this
business and have focused our attention on
the need to develop a more differentiated
bakery ingredients propositton We made a
nurber of management changes dunng the
year, including the appointment of a new chief
executive, and the strengthened team will
drive the implementation of the new business
proposition across the group

Net capital investment in the group was
£707m this year which included a higher
level of expenditure for Primark on new
stores, and on the refit and extension of
existing stores, as we increased the retaill
selling space by 13% Continental Europe
accounted for the vast majonty of this
investment but selling space in the UK still
increased by 5% We completed construction
of the Viverge bioethanol plant in Hull and
continued the investment in efficient
producuon at Allied Bakeries We made
good progress with censtruction of the new
yeast factory in Mexico and the relocation
of the Zhangbes sugar factory in China will
be completed in time for processing the
new season’s beet later this year In the
coming financial year we expect to maintain
the level of investment in new stores for
Primark but will see some reduction in the
level of expenditure In the rest of the group

Summary

The last financial year presented us with

a number of challenges, and continued
weakness in the econormies of our developed
markets suggests that 2013 will also be
challenging However the diversity of the
group's operations, our commitment to new
product development, an exciting new store
openming programme for Primark, the strength
of the group balance sheet and a strong cash
flow gve us every reason to beheve that
we can meet the challenges ahead

with confidence

George Weston

Chief Executive 0\/6
ﬁ\ v w“

SUGAR

AB SUGAR IS A LEADING MULTINATIONAL
IN THE GROWING MARKET FOR SUGAR
AND SUGAR DERIVED PRODUCTS AND

CO-PRODUCTS.

Revenue

£7,666m
+25%

Adjusted operating profit

£510m
+672%

Adjusted operating profit margin

19.1%
2011, 14.8%

Return on average capital
employed

26.5%
2011, 17.3%

In the EU, Azucarera 1S the major producer
in Ibena and British Sugar s the sole
processor of the UK sugar beet crop and
Europe’s most efficient producer llkovo 1s
the largest sugar processor in Africa andis
one of the world’s foremost low-cost
producers The group also has substantial
businesses in China producing cane sugar
in the south and beet sugar in the north
east The group currently operates 34
plants in ten countnes and is capable

of preducing some 5 5 million tonnes of
sugar and 600 million litres of ethanol each
year it also has the capacity to generate
power sufficient 1o meet most of its
internal needs AB Sugar aims to achieve
growth through excellence in agriculture
and operations, the application of new
technologies for the sustainable processing
of beet and cane, and the further
development of co-products

AB Sugar made significant advances during
the year with revenue ahead by 25% and
profit up 62% reflecting higher sugar
production and strong commercial markets
in the EU and Africa, and a conttnued focus
on performance improvement In agricutture
and processing Profit in China was lower
as a result of a weakening of sugar prices
during the year

In the UK, profit from British Sugar was well
ahead of last year reflecting the excellent
campaign, higher sugar production and
firmer prices The absence of the weather-
related challenges of last year resulted in
the production of 1 3 million tonnes of sugar
compared with just under 1 0 million tonnes
1n 2011 2012 marked the centenary of the
UK beet sugar industry and also saw Briash
growers delivering record beet yields While
growers benefited from excellent condisions,
the achievernent of record yields for the
fifth year out of the last seven confirms

the progress the industry has made in
harnessing apphed science and innovatton

Associated Brntish Foods Annual Report and Accounts 2012
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SUGAR conmmueo

Investment In processing and a continuing
programme of business improvement
enabled a strong factory performance

in the year This included the successful
commusstoning of the COz hquefaction
facility at the Wissington sugar factory
which utilses the CO:produced dunng
fermentation by the existing bioethanol plant

Improvements made by Azucarera’s growers
contributed to record Spanish beet yields
Combined with a continued focus on raising
factory performance and extraction rates,
this resulted in the northern factones
producing a total of 388,000 tonnes of sugar
from beet in the 2011/12 campaign The
southern beet campaign, which commenced
in early June and finished in August, produced
80,000 tonnes of sugar The Guadalete
refinery again ncreased its output, processing
303,000 tonnes of cane sugar aganst last
year's 248,000 tonnes A further 70,000
tonnes of co-refined cane sugar was
produced at the three northern factories

The advances made in recent years

by both Azucarera and British Sugar in
manufacturing productivity and agrcultural
development have made a major contribution
to therr financial performance and
underscore the importance of continued
investment in efficiency iImprovement
However further improvements are required
if these businesses are to become globally
competitive and we believe the ending of
sugar quotas in 2015, as proposed by the
European Commission, 1s premature and is
likely to jeopardise further investment in the
European industry AB Sugar 1s engaged
with policymakers in the EU to explore
alternative cptions for sugar reform The
tantfs for sugar imports into the EU are

not affected by these proposals

Construction of Vivergo's bioethanol plant

in Hullis now complete with production
coming on stream by the end of this calendar
vear The plant uses feed wheat and has the
capacity to produce up to 420 million litres
of bioethanol and up to 500,000 tonnes of
high-protemn, hrgh-fibre arumal feed

[fovo made good progress, recovernng from
the impact of low sucrose levels in the cane
across the region and the severe drought

in South Africa last year Sugar production
increased to 1 8 million tonnes compared to
1 6 milhon tonnes last year The increased
volumes in South Africa enabled the
Umzimkulu mell to be reopened in March
2012 following last season s closure

hecause of a shortfall n cane supplies In
Zambia and Swazland, which have both
seen recent investment in production and
agricultural expansion, operations ran close
to design capacity Positive market
conditions, combined with a more
favourable rand/dollar exchange rate, led to
higher domestic sugar revenues However,
the economic environment in Malawi
remains chailenging and the kwacha was
devalued on 7 May 2012 Local sugar prices
were Increased as a result of the devaluation
which, together with higher export earnings,
more than offset Increased operating costs

Associated British Foods Annual Report and Accounts 2012

in local currency terms  The devaluation had
no matenal effect on profit when translated
into sterling

As announced in July, the Mah government
was unable to fulfil its undertaking to fund
the agricultural component of a project

to develop lllovo’s sugar business n

the country When combined with the
deteriorating securnty situation, the project
nisk was considered to have increased to an
unsupportable level and the decision was
taken to terminate further involvement in
the project lilovo’s investment in pre-
project expenditure of £15m has been
written off and charged as a loss on closure
of businesses In the Income statement
This charge was largely offset by the
realisation of deferred profit on the disposal,
in November 2009, of the group’s former
Polish sugar operations

lllovo also markets a number of co-products
which have become an increasingly
important contributor 1o its results These
range from food-grade, industnal and
agnicultural preducts manufactured at the
Sezela plant and at its ethanol distillenes in
South Africa, to the export of electricity to
the Swazland national gnd by the Ubombo
sugar mill A potable alcohol distillery at
Kilombero in Tanzama 1s currently under
construction and 1s due to be
commussioned in 213

In China, further progress was made In
the north, both in fagtory efficiency and

In beet plantings and yield, with sugar
production increasing from 210,000 tonnes
to 287,000 tonnes Factenes concentrated
on improving manufacturing performance
through higher energy efficiency and
extraction rates, and previous nvestment
in beet handling drove record throughput
at the Yi'an factory Heavy rains in January
2012 constrained ocutput in south China with
volumes almost level with last year at
405,000 tonnes China s national 2011/12
sugar production was 1 0 million tonnes
hugher than last year which, combined
with lower prices for sugar imports, led

to weaker domestic selling prices and
consequently lower operating prodit for
our Chinese operations Relocation of

the Zhangbel beet sugar factory I1s almost
complete and will be operational In time
for the new season campaign



AB SUGAR: WORKING HARD TO ENSURE CONTINUQUS IMPROVEMENT

Performance |mprovement 1S central These programmes bring together experts from within the businesses
to exchange and translate technical information into cost advantage

to AB Sugar’s commiment to delwerlng ensuring the application of best practice and the extension of jechmcal
operational excellence through sustainable knowledge boundaries

intensification and advanced manufacturing AB Sugar has invested in continuous improvement programmes designed
to utifise more fully the latest tools and techniques For example, llovo has

Its performance lmprovement and people imtiated a new programme  Towards Hlovo Best Practice” which introduces

development programmes operate across  standardised management processes that deliver improvement projects
efficiently and effectively with more predictable and consistent outcomes

all of the business regions » In British Sugar, a core team provides continuous IMprovement axpertise
and programme management skills, enabling the business to build capability
and deliver improvements to both operanonal and transactional processes
A recent success has been the implementation of a revised and streambned

Zambia hourly crush rate financial budgeting process releasing significant resource back into

the business

2012113

653 tonnes A key area of focus for all of our sugar businesses I1s the operation of our

2011112 plants at full capacity Benchmarking idenbfies opportunities and group-wide

645 ronnes technical and logistical knowledge provides solutions lllovo's Nakambala site

2010/11 in Zambia has benefited from this cross-group expertise, with the operation
significantly improving its performance following 1ts two-year expansion

641 tonnes

project By identfying bottlenecks, the team re-engineered the plant and
1s achieving an average hourly crush rate for the 2012/13 season that 1s
well above s design capacity

Dunng the year AB Sugar launched its Sugar Beet Centre of Excellence,
which ams to increase crop yields by improving agricultural processes,
harnessing developments in agronomics and crop genetics, and by working
with growers to apply best practice The Beet Centre of Excellence brnings
together global specialists from the entire beet supply ¢hain, ncluding seed
and input experts, research scientists, growers and process technologists
It1s supporting our beet sugar businesses in north China, Spain and the

UK in the delivery of their yield growth plans This approach 1s being
replicated in Africa and south China with the recent launch of a Sugar

Cane Centre of Excellence

Associated Brntish Foods Annual Report and Acegunts 2012
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AGRICULTURE

AB AGRI IS AN ESTABLISHED MAJOR
FORCE IN UK AGRICULTURE AND IS
INCREASINGLY OPERATING ON A GLOBAL
SCALE. IT SUPPLIES TECHNCLOGY-BASED
PRODUCTS AND SERVICES TO FARMERS,
FEED AND FOOD MANUFACTURERS,
PROCESSORS AND RETAILERS.

It also buys grain from UK farmers and
supplies them with crop inputs through its
joint venture Frontier Operating across the
agncultural supply chain, AB Agn
manufactures high-performance compound
feeds, provides world-leading analytical
services, nutntional adwvice and pouliry
marketing services for customers It provides
an added-value service to food, drink and
boethanol companies internationally by
marketing their co-products as animal feed,
which in turn helps to reduce the costs of
production for 1ts farming customer base It
also supples the livestock and pet industries
with prermixes, enzymes and other technical
ingredients which are increasingly important
growth drivers for the business

AB Agn delivered ancther good
performance with revenues 12% ahead and
profit in hne with last year's strong result
The UK feed business benefited from
higher volumes of sugar beet feed but saw
some margin erosion in the pig and poultry
feed markets reflecting another difficult
year for the UK hvestock industry

Frontier continued to trade well Earnings
from grain trachng were at more normal
levels which reflected less movement in
wheat prices dunng the year High crop
prices underpinned good farm profitability
and Frontier benefited from continued high
demand for fertitiser, seed and crop
protection products

Premrer Nutntion increased its UK market
share in broler and ruminant prermixes but

suffered margin eroston i Eastern Europe
The weakening of the euro affected the
competitiveness of exported piglet starter
feed and pet premixes into the Eurozone

The major buslding and engineening operations
tor UK expansion are now complete and

plant commussioning 1s well under way

AB Vista continued to expand its
geographic presence and share of the feed
enzyme market, with a particularly good
performance in the Asia Pacific region

The main growth dniver was the Quantum
phytase range including the recently
launched product, Quantum Blue AB Vista
also recently finalised an arrangement that
will see 1t becorme a major global supplier
of betaine to the animal nutrition sector

During the year AB Sustain acquired a
small UK-based business, specialising in the
development, implementation and auditing
of systems which promote continuous
mprovement in agncultural supply chans
across the warld AB Sustain alse won the
Samnsbury's Suppher ‘Making it Happen'
award In recognition of 1ts outstanding
customer support and service

Progress was made in China with increased
compound and sugar beet feed sales
volumes together with new products for
the feed ingredients market Agreement
was reached recently with a major US
multinational to build a new feed mill

in China to service its local poultry

feed requirements
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Revenue

£1,26bm
+12%

Adjusted operating profit

£40m
Level

Adjusted operating profit margin

3.2%
2011, 3.5%

Return on average capital
employed

16.5%
2011, 19.0%




QUANTUM BLUE: A CROSS-DIVISIONAL COLLABORATION SUCCESS STORY

The Phytase revolution

In January 2012, a new phytase product Quantum Blue
was launched to the global animal nutrition market
This was the result of a highly effective partnership
between AB Enzymes and AB Vista, in collaboration
with Roal, our manufacturing joint venture in Finland »

First created in 2004 as the feed ingredients arm of AB Agn, AB Vista has
since grown to be the third largest enzyme supplier to the global feed
industry AB Vista works closely with sister company AB Enzymes, based
in Darmstadt, Germany, and with Roal This collaboration created a winning
combination of market-leading technologies and expertise in R&D,
manufacturing and marketing for the Quantum Blue product launch

in March 2008, the two ABF sister companies worked together on the
successful acquisition of a start-up phytase business under the brand name,
Quanturn In amimal nutntion, phytases are added to feed to release
phospharus and other nutnents that are bound to (ndigestible plant phytate
Releasing these nutnients reduces feed cost and also reduces pollution nsk
from manure Over the last four years, sales of the anginal Cuantum
phytase product have increased substantially, resulting in significant market
share gains Bullding on this success, supenor vanants of Quantum were
screened for enhanced thermaostability and phytate degradation and in
August 2009 a new vanant, now known as Quantum Blue, was selected

The compames are Justifiably proud of their ‘molecule to market’ time
span of around half the industry standard of six to eight years, utilising
innovative technologies and expertise 10 achieve supenor performance

As an enhanced E coh phytase, Quanturn Blue goes beyond the capabilities
of its predecessors to deliver greater phosphorus release, more consistently
than any other commercially available phytase CQuantum Blue 1s intnnsically
thermostable and therefore does not need to be coated, enabling quick
release of the active enzyme in the ammal’s digestive system

In January 2012, Quantum Blue was launched at the International Poultry
Extuimtion in Atlanta, USA Regional launch events and seminars have taken
place across the globe in Thailand, Karea, Brazil and Mexico supporting the
local regulatory approvals of the product Nine months after the launch,
Quantum Blue 1s already sold in 17 countnes across North Amernica, Latin
America, Asia and the Indian subcontinent, and has grown to represent a
sigmficant proportion of total AB Vista phytase sales

This 15 a great examptle of how close collaboration and effective teamwork
can bring new product innovations to the market efficiently In eary 2012,

a global survey was cenducted by AB Vista among customers and non-
customers and 54% of respondents ranked AB Vista as the most innovative
phytase supplier in the market The global phytase market 1s estimated to be
worth over £250 million and 1s growing at 7-8% per annum
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RETAIL

PRIMARK IS A MAJOR CLOTHING RETAILER
WITH STORES IN THE UK, IRELAND, SPAIN,
PORTUGAL, GERMANY, THE NETHERLANDS,
BELGIUM AND AUSTRIA.

Revenue

£3,503m
+15%

Adjusted operating profit

£356m
+15%

Adjusted operating profit margin

10.2%
2011, 10.2%

Return on average capital
employed

19.2%
2011, 18.2%
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It offers customers quality, up-to-the-
minute fashien at value-for-money prices
Further expansion saw the creation of
10,000 new jobs duning the year with the
business employing more than 43 000
people by the year end

Revenue was 17% ahead of last year at
constant exchange rates As a result of the
weakening of the euro in the second half
of the year, the increase was 15% when
translated at actual exchange rates This
excellent result was driven by an increase
in retail selling space and like-for-like sales
growth of 3% for the full year UK trading
was particularly strong durning the summer
and sales in continental Europe remained
buoyant Trading in newly opened stores
exceeded expectations and the opening of
the new store in Berhin in July saw our most
successful first day’s sales ever Sales of
the autumn/winter range in the new
financtal year are encouraging




The operating profit margin at 10 2% was
level with that achieved last year In the
first half margins were lower than last year
reflecting the absorption of high cotton
costs and the increase in VAT in the UK,
which we chose not to pass on 10
customers As expected, margins in the
second half increased reflecting the fall

in cotton prices Operating margins are
expected 0 1improve further in the first half
of the new financial year with the benefit
of lower cotton prices but will be partly
constrained by the three percentage

point increase In VAT rates in Spain from

1 September 2012 Operating profit at
constant currency was 17% higher than last
year reflecting the strong revenue growth
At actual exchange rates profit was

15% ahead

Prirnark continued to make significant
progress with its ethical trade programme
during the year A member of the Ethical

Trading Inrative {ETI) since 2006, it1s

now ranked at Leader’ level which 1s the
highest status achievable The ET! classifies
a Leader as "tackhing the root causes of
labour rights problems beyond individual
workplaces with collaborative initatives
aimed at the sectonial level and in raw
matenal or component supply” Achievement
of thus ranking demonstrates the hard work
and commitment made by Primark to
ensunng that workers making our producis
are paid fairly, treated well, and work 1n
decent conditions The impact of our n-
country teams of ethical trading specialists
has been significant in supporting sustainable
improvements within supplier factones,
providing greater visibility across the
supply chain as well as improving the
management of our audit programme

We conducted 1,795 audits in the last
calendar year and ethical trade training
continues to be provided to every new
Prnmark employee

Associated British Foods Annual Report and Accounts 2012

Qur new store design aims to provide an
inspirational, exciting, fashionable and fun
shopping environment for all customers
Strategically placed mannequins combine
with video screens to inspire customers to
choose outfits that are readily available on
adjacent fixtures Prominent directional
signage allows easy navigation through the
store and the confident expression of our
Primark brand on buillding facades and at
various focal points encourages customers
to feel engaged with the brand Customer
service has been enhanced by providing a
higher ratio of fitting rooms and cash
registers to ensure a smoother experience
when trying outfits on and paying for them

The pace of store and retall selling space
expansion increased this year By the
financial year end we had opened 19 new
stores and added 0 9 million sq ft of selling
space bringing the total to 242 stores and
8 2 million sq ft Three new stores were

NEW STORE OPENINGS:

Alicante (Spain)

Badajoz {Spain)

Barcelona {Spain}

Cordoba (Spa}
Majadahonda {Spain)
Malaga (Spain)

Pamplona (Spain}
Parque-sur, Madnd {Spain)
Valencia {(Spain}

Braga Parque (Portugal)
Coimbra (Portugal)

Essen (Germany}
Hannover {Germany}
Saarbrucken (Germany)
Schloss Strasse, Berlin (Germany}
Zaandam {the Netheriands)
Chetmsford {UK)

Edinburgh {UK}

Livingston (UK)

UK cancessions
Selfrndges, Birmingham
Selfnidges, Manchester

Relocations
Metro Centre, Gateshead (UK)
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RETAIL conmueo

opened in the UK, 11 1n lbena and five

i northern continentel Europe Highhights
of the year included a major expansion in
Iberia, particularly Spain, the opening of a
flagship store on Princes Street In Edinburgh
and four large stores n Germany The new
store in Berlin achieved the distinction of
becorming Primark’s highest grossing store
on an opening day

The momentum of our store opening
programme has continued into the new
financial year wath our second store on

London s Oxford Street and our first store

i Austria, m Innsbruck, dunng September
The new Oxford Street store has 82,000 sq ft
of selling space over four floors and showcases
Prnmark’s latest design concept incorporating
enhanced visual merchandising, branding,
fixtures, hghting and state-of-the-art videc
screens showing the latest campaigns A
further 12 stores will have opened before
Chnstmas, including a second store in
Austnia By the spring of next year we

will also have completed the expansion

of our ity centre stores in Manchester,

Newcastle and Mary Street in Dublin,
featuring the new store design

We have invested further to improve tha
efficiency and increase the capacity, of our
logistics network tn August we opened a
new, purpose-built depot in Monchengladbach
in the west of Germany with 425,000 sq ft
of warehouse space This increases our
total warehouse capability to 2 7 million sq
ft, adding to the footprint of our existing
depots in Ireland, the UK and Spain and
enabling a more flexible response to the
needs of our customers in northern Europe

Store expansion by region

Northern
Rapubhe of Continental
UK loena Iraland Europe Total

sqft sqft sqft sqft sq ft

000 stores 000 stores 000 storas 000 stores 000 stores
September 2011 5,190 154 760 24 1,010 38 320 7 7,280 223
Change in vear 235 3 340 11 - - 345 5 920 19
September 2012 5,425 157 1,100 35 1010 38 665 12 8 200 242

+5% +45% - +108% +13%

Operating a supply chain that
delivers over two million items
to stores every single day of the
year requires an eye for detail
and a relentless focus on
effictency and effectiveness »

Freight delivery to new centre

A key part of this 1s to ensure the network
1s synchronised with the store estate and
Its Service requirements

As our store numbers in northern continental
Europe expanded, there came a poinit
where the estate could justify i1ts own
distribution depot Previousty, deliveries to
Rotterdam, Berlin and all points in between
were made from our warehouse in Naas,
Republic of Ireland - efficient for stock
hotding but not for delivery economics

Working with our distribution partner, we
undertook a detalled study to determine the
optirmum locatton from which to serve our
stores, and then to design and construct
the depot at the chosen location, Regiopark,
Monchengladbach in Germany

The resultis a 425,000 sq ft distnbution
centre that commenced operations in
August this year The bullding has an
additional 175,000 sq ft of mezzanine floor
for a state-of-the-art mechanised garment-
on-hanger system Overall this gives us the
capacity to hold 60,000 sets and 700,000
cartons in stock The latest systems
technology 1s deployed with a warehouse
management system that includes
leading-edge voice-picking technology

MONCHENGLADBACH DEPOT: THE HEART OF OUR NORTHERN EUROPEAN OPERATIONS

Inbound freight now arrives at Rotterdam
and travels by train or barge for most of
1ts journey to the Monchengladbach site
The close proximity of the depot to our
stores means that next day delivery I1s
now a reality — we will get product to
stores some eight to mne days faster
than at present, a hfeume in the world of
fast fashion It also means a saving of

3 9 million read miles per annum

This new distribution centre completes
another phase of our supply chain
transformation, supporting gecgraphical
expansion and ending a substantial, and
complex, perod of restructuring Last
year we completed an extension and
new garment-on-hanger system for our
warehouse in Torja, Spain This year has
seen an extension of 140,000 sq ft to our
Thrapston UK depot and the completion
of an extension and new garment-on-
hanger system at the new Naas
distribution depot — optimum facibties

in the nght focations, driving an efficient
supply chain every day
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GROCERY

GROCERY COMPRISES OUR CONSUMER-
FACING BUSINESSES THAT MANUFACTURE
AND MARKET A VARIETY OF GROCERY
BRANDS BOTH NATIONALLY AND

INTERNATIONALLY.

Twinings Ovaltine has the broadest
geographic reach seling its premium

teas and malted beverages in more than
100 countrigs The UK grocery businesses
preduce well-known household brands
including Kingsmull, Silver Spoon, Jordans
Rywvita, Patak’s and Blue Dragon ACH s a
speciality food business operating across
North Amernica and Mexico Among its
market-leading products are Mazola corn
oll, Karo corn syrup and the leading corn
starch brand, Argo George Weston Foods
in Australta produces a range of meats,
breads and baked goods including Tip Top
the country’s leading food brand

Grocery revenue increased by 1% but
adjusted operating profit declined by 23%
reflecting primarnly the cost of restructurning
at George Weston Foods in Australia and
Allled Bakenes in the UK, together with the
difficult retall and competitor environment
in Australia

Twinings Ovaltine our most profitable
grocery business, mantained the
momentum of last year achieving sales
growth and share gains in its four largest
tea markets Marketing nvestment was
substantially increased throughout the
business Inthe UK, we launched the

very successful 'Gets you back to you'
television campaign which contnbuted

to our market share increase In the US,
growth was driven by the K-cup single-
serve format which has expanded heyond
foodservice into the grocery channel where
we are now the leading tea brand in this
format Twirings had a particularly
successful year in Australia increasing 1is
market share with an effective marketing
campaign including consumer tnal
Following last year's factory expansion in
China and completion of the new factory tn
Poland the final stages of investment in the
Andover factory which supphes the UK
market, Is due to complete before the end

Revenue

Adjusted operating profit

£187m
SRY

Adjusted operating profit margin

0.0%
2011, 6.6%

of the calendar year New production lines
enabled further improvements to be made
in tea packaging Ovaltine achieved strong
growth in Thaland and other developing
markets with particular success in Brazl,
where we have now also introduced a
‘ready to drink” format, and Indochina

Return on average capital
employed

12.2%
2011, 176%

* Restated —see note i

UK consumers have continued to seek
value from product choice, promotions and
price in response to sustained pressure on
household incomes The market remained
competitive for Alied Bakeries with
promotional activity reducing margins

and the recent increase in wheat costs wail
aive nse to further margin pressure in the
coming year Mowever, good progress was
rmade during the year in reducing the cost
base with the closure of two small bakenes
and a re-engineering of business processes
to reduce overheads Whilst delivering a
significant change agenda the business has
continued to focus on both understanding
and meeting customer and consumer
needs This was recognised by The Grocer
magazine which named Allied Bakeres as
its branded bakery supplier of the year for
the fourth year in succession Kingsmill's
largest sub-brand, 50/50, continues to be a
key dnver of Alled Bakeres' performance
having become the number one brand In
the healthier white bread segment last year,
and its range has been successiully extended
into wraps, pitta pockets and muffing The
capital expenditure programme to upgrade
and modernise the equipment in the bakertes
was accelerated dunng the year to realise,
more quickly, the benefits of greater
rehiability, /mproved consistency and lower
costs The upgraded bread plant and new
silos at Stockport came on stream in
September creating one of the most
advanced bakenes in the UK

Jordans and Ryviia performed strongly in
the UK wath both brands responding well to
effective advertising Rywita Thins won the
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GROCERY contimuen

REDUCING OUR WATER USAGE AT JORDANS RYVITA

Jordans Ryvita wins first ever

‘Waitrose Way’ Environmental
Sustainability award for saving
60,000 litres of water a year »

The "Wartrose Way awards are the first
ever awards 1ssued by UK supermarket
chain, Waitrose to 1ts suppliers for
environmental sustainability projects that
rmirror the values of therr business They
were |udged by leading independent
environmentalists and corporate sccial
responsibility experts in the UK

Rywita cnispbread 1s made using a
traditional Scandinavian ‘lced Cnspbread’
recipe — where the dough 1s chilled before
1t 1s baked This allows pockets of air to
form in the mix and means that yeast Is
not required in the recipe

Histonically, Ryvita crispbread dough

rrux was chilled in vats using blocks of
ice This developed over ime into a
continuous process whereby wet dough
was fed through machines called
‘combinators’ that cooled it down These
machines used a chemical refrigerant,

500kg
The amount of water and
dough previously wasted
through temperature
r$es in process

60,000
The number of hitres of
water saved per year
since the new production
process began

which took some time to achieve its
optimum tamperature from start-up

As a result every tme the machine was
started, approximately 500kg of dough
and water mix was wasted as the
temperature gradually reduced to the
required level

In 2011 a series of measures was taken
to reduce the amount of water used In
the process In order to achieve this the
business had to re-think the entire
manufacturing process and identified that
by using an improved flour blend and
mixing the rye dough thoroughly at the
outset it was possible 10 create the same
pockets of air in the dough that had
traditionally been achieved through "icing’

In what 15 only the third major change to
the manufactunng process of Rywita
crispbread since it was first launched in
1825, the ‘combinators’ were removed
and new mixers installed, entirely
eliminating 60,000 litres of water waste
overnight It also meant we could stop
using chemical refrigerants

r
This 15 only the third
major change to the

manufacturing process

since 1t was first
launched in 1925

1st
Jordans Rywita i1s the first
company to be awarded
the Waitrose Way’
award
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healthy product of the year award and
Jordans saw continued success in granola
whaere 1t 1s the leading brand in the

segment The business also had a good
year internatignally with particularly strong
sales growth for both brands in Canada
driven by increased distribution following
the move from two distributors to one,

and the bulding of a dedicated sales and
marketing team 1 Toronto The transfer of
crackerbread manufacture from Stockport
to Poole was completed duning the year and
the new plant 1s now fully functioning The
husiness was recognised dunng the year for
its commitment to sustainability, winning the
"‘Waitrose Way' award for its work on water
conservaticn at the Poole factory

Silver Spoon had a good year but volumes
and margins came under pressura towards
the end of the year from increased
competition in the consumer sugar market
Growth in caster and icing sugar for home
baking was offset by a decline in granulated
and brown sugars as consumers sought
cheaper alternatives The Allinson flour
brand continued to grow strongly, particularly
as a result of increased distribution of its
Nature Friendly plain and self-raising flours
In January n partnership with Cargilk, we
launched the Truwvia sweetener brand in the
UK, the first stevia-based, zero calone
sweetener The taunch was supported with
television and radic advertising as welt as
In-store promotional actaity and has built a
leading position In the sweetener category

AB World Foods operated in a competitive
trading environment throughout the year
with an increased level of promaticnal
activity which, although supporting valumes,
had an adverse effect on margins Blue
Dragon became the UK's largest onental
ambient brand with strong sales growth
following its successful relzaunch last year
and Patak’s also achieved good growth
albeit driven by promotional activity The
UK and Polish factones both performed
well with Poland in particular benefiung
from recerd volumes Although the ethmic
tood industry remained weak, especially in
the hard-pressed Chinese takeaway sector, ‘
Westmill's revenues held up well The \
noodles business, spearheaded by our
leading brand in the sector, Lucky Boat,
conunued to gain share with sales to
industrial custorners, as well as Chinese
restaurants, ahead of last year Investment
in 8 third noodle line at the Trafford factory
during the year consolidated our position
as the largest and most efficient noodle




manufacturer in the UK On 5 July we
acquired the leading ethnic flour brand in
the UK, Elephant Atta, together with a
number of smaller retated ethnic flour

hrands which are used to make chapatt and

other unleavened flat breads This business
will complement Westmill's other leading
ethmc brands including Tolly Boy rice and
Rajah spices

At ACHn the US vegetable ol volumes
increased benefiting from a recent price
reduction, while home baking and spices
volumes were level with last year Oif costs
remained high for most of the year but
sales and margins recovered from last
year’s levels Continued increases in raw
matenal costs, with an inabihity to recover
them fully impacted margins in the flavours
business Significant investment was made
during the year In new product launches

in baking and in the sauces/mannades
category, caprtalising on the strength of
the ACH brands In Mexico, a weaker

peso and continued competitive pressure

resulted in lower volumes and operating
profit Stratas achieved further margin
improvernent with better ol procurement
and by reducing overheads

In Australia, the difficult retail and
competrtor environment experenced

by George Weston Foods led to lower
revenues and an operating loss for the
year Retaller promotion of in-store bakery

products, combined with continuing support

for $1 bread and range rationalisation,
affected sales and margins in the bread
business Operationally, good progress
was made with improved reltabslity and
efficiencies delivered through supply chain
optimisation The successful launch dunng
the year of ‘The One’, a nutntional loaf,
strengthened the business in the key
mainstream white bread segment of the
market The meat business performed
well below expectations, driven by
commissioning 1ssues at the new
Castlemaine factory, retailer pressure on
prces, particularly in the first half of the

year, and competitors increased volumes
Following the closure of the plant in Altona,
the transfer of production and commissioning
of the new facilities at Castlemaing
constrained volume throughput which
affected service levels, revenues and
operating costs The throughput issues
have now heen addressed and we are
engaging with our key customers to recover
lost volurmes and drive growth Costs are
also reducing and a significant programme
of work 1s under way to simphfy the
structure of the group and improve
efficiency Restructunng charges were
made dunng the year for the cost of
regrganising sales distnbution and
warehousing and a genaral reduction in
administration overheads As a result of the
difficult trading conditions and low volumes,
the carrying value of the assets in the meat
business was no longer supported by our
forecasts of its discounted future cash
flows and an exceptional impairment
charge of A$150m {£98m) has been taken

ENCOURAGING THE DEMAND

Bread has always been part of a
staple diet and provides valuable
nutrients such as calcium, iron and
fibre to the diet But we are always
locking to make 1t even better! »

In the UK, as part its commitment to

the government's ‘Public Health
Responsibility Deal’, Alled Bakeries has
already implemented significant salt
reduction measures across all its bread and
roll products However, the way people eat
bread 1s changing Consumers are looking
for healthier recipes, different flavour
varieties and they also want to minimise
waste Above all though ther bread must
taste great too!

FOR HEALTHY OPTIONS

A number of products under the Kingsmill
brand achieve exactly this balance
Kingsmill 50/50 I1s a white bread made
with 50% white flour and 50% wholemeal
flour to provide people with more fibre
and 1s now avatlable in a range of formats
The "Little Big Loaf' range which was
launched in 2009 has full-size shces, just
fewer of thermn so that people who don’t
eat a lot of bread, such as those living in
one or two-person households, don’t
have 1o buy more than they actually need

The team at Alied Bakenies also look for
new Ingredients to create products that
can help people make interesting and
healthy choices For example, new
Burgen Sunflower & Chia Seed bread

I1s the first branded loaf launched in the
UK with chia seed (a great source of
Omega-3)

All in all, a great recipe for success!
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INGREDIENTS

THE INGREDIENTS SEGMENT COMPRISES
AB MAURI AND ABF INGREDIENTS.

AB Maun has a major global presence in
bakers’ yeast, with significant market
positions In the Amerncas, Europe and Asia,
and I1s a technology leader n, and supplier
of, bakery ingredients |t operates from

49 plants In 26 countries ABF Ingredients
markets enzymes, yeast extracts, speciahty
proteins and ipids worldwide with
manufactunng facilities in Europe,

the US and China

Revenues were level with last year but

operating profit was sharply lower reflecting

restructuring charges and continuing
operational challenges faced by AB Maur
The European yeast market continued to
be extremely competitive and our margins
remained constrained by an inability to
recover fully raw material cost Increases
In Asia, sales volumes in China were
disappointing and key raw material costs,
primanly molasses, remained at a high
level Progress was made in mproving
productivity at the recently commussioned
yeast factory in Harbin, making this one of
our most efficient plants, and our factory
n Vietnam was reopened 1n the second
half of the year following completion of
operational improvements Latin Amernica
once agan maintained strong revenue and

profit growth across most markets although

margins in Brazil came under pressure early
in the year from higher molasses prices
and increased competitor actvity As the
Brazilian real has progressively weakened
dunng the year our locally produced dry

yeast has been able to compete more
effectively against higher priced imports

We achieved further growth in bakery
ingredients benefiting from continued
Investment In resources and technology
This was particularly notable in the
creativity and flexibility brought to bear by
our Innovation Centre which has enabled
the bakery ingredients business to tailor
solutions to meet changing customer
requirements at appropriate price points
The Innovation Centre 1s now supporting
the yeast business by developing total
yeast and ingredient solutions

In the past year, AB Maun made substantial
progress in identifying the capabilittes
needed to deliver a more differentrated
bakery ingredients proposition lti1s now
applying this understanding to each of its
businesses, ensuring that it 1s adapted to
meet therr distinctive market requirements

Capital Investment by AB Maur during the
year included the construction of new yeast
plants 1n Mexico and Shandong province in
China together with the expansion of dry
yeast capacity at Xinpang in China The
plants in China have been commussioned
and the Mexican plant will be operational
during the first half of next year

ABF Ingredients delivered good growth in
safes and operating profit Growth In feed,
bakery and speciality enzymes was driven
by new product launches and, in response
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Revenue

£1,092m
Level

Adjusted operating profit

£3Z2m
-48%

Adjusted operating profit margin

2.9%
2011, 5.6%

Return on average capital
employed

4.3%
2011, 8.3%

* Restated - see note 1




to this sustained growth, the enzymes
factory in Finland, which s now
approaching capacity following its
expansion In 2008, is to be expanded
further Management processes In the
enzymes busmess were enhanced durning
the year with the installation of new
information systems, and improved sales
forecasting accuracy has enabled hetier
inventory management

in the US, extruded grain preducts enjoyed
strong growth driven by an enhanced range

and customer service and an expanded
customer base Production at the existing
faciity in Cahfornia 1s neanng capacity and
with ingcreasing demand a new facility 1s 0
be built in Evansville, Indiana The results of
the US dairy business improved driven by
high lactose and whey protein prices

Yeast extracts are now suppled to Europe
from the new, fully commissioned, factory
in Harbin China and new business i1s
being developed in the Chinese and Asian
markets The yeast extracts faciity in

Hamburg was upgraded during the year
enabling 1t to expand into new market
sectors and after a penod of operational
challenge, the US business made a number
of efficiency improvements andis back

in growth

AB ENZYMES AT THE
HEART OF SUSTAINABLE
DEVELOPMENT

Enzymes are biological molecules
that increase the rate of chemicat
reactions Their unique folding
pattern enables specific
chemistry on a molecular level,
I'e using tiny quantities, and by
employing enzymes many
processes can be improved so as
to use less energy and water
with minimal waste »

People have made use of enzymes In
making bread, beer, wine and cheese

for many centuries, often without realising
that it was an enzyme that made &ll the
difference to the product In the last few
decades there has been a dramatic change
in the way enzymes are identified and
optimised for use Thanks to biotechnology
it has become possible to 1solate the gene
that codes an enzyme and to introduce 1t
into a host orgarusm allowing the enzyme
to perform more predictably and be
produced more cost-effectively Today
enzymes have developed into a £2 5bn
industry and we find them being used

In a wide range of applications, from the
trachtional areas of baking, beverages and
cheeses to detergents, textiles and even
the conversion of waste Into bicfuels

AB Enzymes 1s a well-established business,
ranked fourth in the global market for
industnal enzymes, and recogrised for
nnovative discovery effective development
and reliable delivery of high-quality enzymes

450

patents protect the
new technologles

Each year more than 10% of the business
ravenues are mvested in research and
development The propnetary technology
includes a senes of exceptional skills,
ranging from bioprospecting from nature
to formulation of the final product These
technologies are protected by more than
450 patents worldwide and have been
developed over many years, often in
partnership with leading universities

and nstitutes

Our enzymes are successfully marketed to
many well-known, international companies
Often leaders in their respective fields,
these companies rely upon AB Enzymes
as a versatile, trustworthy, innovation
partner and a reliabfe suppher of high-
quality products Among these customers
are several of AB Enzymes’ sister
compantes in ABF, such as AB Vista,
which sells enzymes within its portfolio
of animal feed products, and AB Maun,
which uses the enzymes for application
in the baking industry

daveloped Innovative
discovery
AB Enzymes
Effective
Mumber 4 in the global development
market for industnal
enzymes
10% Rehable
of business revenues delivery

are invested in
research and
development
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HINANCIAL REVIEW

WE RAISED $626M THROUGH PRIVATE
PLACEMENTS DURING THE YEAR. BY
FURTHER DIVERSIFYING OUR SOURCES OF
FUNDING AND LENGTHENING OUR DEBT
MATURITY PROFILE THE FINANCIAL
STRENGTH AND FLEXIBILITY OF THE
GROUP HAS BEEN ENHANCED.

John Bason
Finance Director

Group perfermance

Group revenue increased by 11% to

£12 3bn and adjusted operating profit was
up 17% at £1,077m Movements in foreign
currency exchange rates had no maternal
net effect on revenues but at constant
exchange rates, adjusted operating profit
was 19% ahead of last year

In calculating adjusted operating profit,

the amortisation charge on non-operating
intangibles, any profits or losses on disposal
of non-current assets and any exceptional
itemns are excluded On an unadjusted basis
operating profit was 4% ahead of last year at
£873m after charging intangible amortisaton
of £100m and an exceptional iImpairment
charge of £98m

The exceptional charge was taken to imparr
property, plant and equipment at the meat
business in Australta which has performed
well below expectations Although a
recovery plan 1s 1n place and a number of
operational Improvements have been made
during the year, the discounted cash flow
forecasts for the business were not
sufficient to support the carrying value of 1ts
assets and an imparrment charge of A$150m
{£98m} was taken Accounting standards do
not permit the inclusion, 1n the impairment
calculation, of cash flows that are expected
10 be generated from the future sale of the
former meat processing sites in Western
Austraha and Victona These are being
redeveloped and the net cash inflows In
future years are expected to be substantial
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A net loss of £9m arose on the sale or
closure of businesses this year relating
pnrarily 10 the wte off of llovo s
Investment In pre-project expenditure in

Mal following the decision not to pursue the
development of this business, net of deferred
profit realised on the disposal in November
2009 of the group’s forrmer Polish sugar
operations The net loss 1s excluded from

the calculation of adjusted earnings

Finance expense less finance income of
£105m compared with a net charge of
£92m last year This reflected the higher
average net debt during the year and the
incremental interest rate on the private
placement financing completed in March

Profit before tax increased from £757m to
£761m Adyusted to exclude the intangible
amortisation and exceptional Impairment
charges, the losses on the sale of fixed
assets and on the sate or closure of
businesses, profit before tax increased

by 17% to £974m

Taxation

The tax charge of £178m included an
underlying charge of £242m at an effective
rate of 24 8% (2011 — 24 %) on the
adjusted profit before tax The small
increase i the effective rate 1s a result of
the mix of profits earned in different tax
junsdictions and would have been higher
had 1t not been for the further reduction

in the UK corporation tax rate The UK tax
charge included a credit of £12m from

the calculation of deferred tax habilmes
reflecung the enacted rate reduction from
25% 10 23% The group 1s a substantial UK
tax payer and even at the lower tax rate, out
of a total of £191m tax paid In the year,
£107m was paid in the UX as a result of the
higher profits earned by our UK businesses
The proposed future reduction in the UK tax
rate to 22% will be reflected in the year that
the relevant legislation 1s substantively
enacted However, with tncreasing
profiability in junsdictions with a higher
corporate tax rate than the UK, we expect
the group’s effective tax rate to be higher

in future years

The overall tax charge for the year benefited
from & £33m (2011 — £25m) credit for tax
reltef on the amortisation of non-operating
intangible assets and goodwill ansing from
previous acquisitions A tax credit of £2m
arose on the property and business
disposals and a deferred tax asset of £29m
has been recorded in respect of the
exceptional impairment charge




Earnings and dividends

Earnings attributable to equity shareholders
were £555m, £14m higher than last year
and the weighted average number of shares
nssue dunng the year used to calculate
earrings per share was 789 millon {2011 —
788 milion) Earnings per ordinary share
were 2% higher than last vear at 70 3p
Adjusted earnings per share which provides
a more consisient measure of performance
increased by 18% from 74 Op to 87 2p

The interim dividend was increased by
8% to 8 5p and a final divadend has been
proposed at 20 Op which represents an
overall increase of 15% for the year The
proposed dividend s expected to cost
£158m and will be charged next year
Dwvidend cover, on an adjusted basis,
remang at three times

Balance sheet

Non-current assets of £6,971m were
broadly unchanged from last year Intangible
assets were £124m lower, mainly reflecting
the amortisation charge of £122m for the
year Property, plant and equipment
increased by £76m dnven by the capital
expenditure in the year, net of depreciation
and the excephional impairment charge

Working capital at the year end was £73m
lower than last year and average working
capital across the year expressed as a
percentage of sales showed an improvement
The inflation seen In commodity costs last
year was not repeated and Primark
delivered a substantial improvement with
tight inventory management across the
year Net borrowings at the year end were
£224m lower than last year at £1,061m as
a consaquence of the very strong cash flow

A currency loss of £230m arose on the
translation into sterling of the group s
foreign currency denominated net assets
This resulted from a strengthening of
sterling at the end of the year, particularly
against the euro, US dollar and the rand
The group’s net assets increased by £46m
to £6,221m

Return on capital employed {(ROCE) for the
group increased from 15 8% 10 17 0% this
year Sugar and Pnmark both delivered an
improvement through much higher profits
hut the lower profit at George Weston
Foods and AB Maun resulted 1n a reduction
n the returns for Grocery and Ingredients
RQOCE 1s calculated by expressing adjusted
operating profit as a percentage of the
average capital emplovyed for the year

Cash flow

Met cash flow from operating activities was
very strong this year wath a substantal
increase from £736m 1o £1,240m This
mainly reflected a working capstal inflow of
£43m this year compared to an outflow of
£199m last year, and higher operating profit
adjusted for amortisation, depreciation and
the exceptional tem The amortisation and
depreciation charges were respectively
£26m and £77m higher than last year, largely
the consequence of capital investment in
recent years on assets which are now
operational, and also due to a foreshortening
of the usefu! economic lives of certain assets
in Bntish Sugar, AB Maun and Primark

We continued to invest in the future growth
of the group but the net £707m spent on
property, plant and equipment and
intangibles net of disposals during the year
was a reduction on last year's investrent
of £825m Primark spent £326m on the
acquision of new stores and the fit-out

of new and existing stores Elsewhere we
continued the capital Investrment programme
at Alled Bakenes and good progress was
made with construction of the new yeast
factory in Mexico and the relocation of the
Zhangbel sugar factory in China

We invested £45m on acquisitions,
principally £34m on the acgquisition of
Elephant Atta, with the balance being
deferred consideration payable on
acquisitions made in previous years

Financing

Cash and cash equivalents totalled £391m

at the year end These were managed during
the year by a central treasury department,
aperating under stnctly controlled guidelines,
which also arranges term bank finance for
acquisitions and to meet short-term working
capital requirements particularly for the
sugar beet and wheat harvests

The group has total committed borrowing
faciimies amounting to £2 6bn, of which
£1 15bn 1s provided under a syndicated,
revolving credit faciity which does not
mature until July 2015 £1 2bn was drawn
down on these faciities at the year end
The strength and breadth of the 12 banks
in the syndicate previde support for our
financial needs and reflect the scale and
international presence of the business The
group also had access, at the year end, to
£874m of uncommitted credit ines under
which £265m was drawn

0On 13 December 2011 we raised $100m
in a bi-laterel privats placement with a ten
year matunty and on 29 March 2012 we
completed a private placement of senior
notes to a number of UK and US
institutional lenders raising $526m wath

a range of matunties from 2019 to 2024
These 1ssues provided funds, in addition

1o our existing commuitted bank facilities,
some of which wall be used to refinance
debt maturing next year The average fixed
interest coupon on these notes of 4 5%
and 3 66% respectively, while histoncally
attractive, are higher than prevailing vanable
interest rates on shorter term bank bomowings
This increased the group's Interest expense
in the second half of the year However, by
further diversifying our sources of funding
and lengthening our debt maturity profile
the financial strength and flexibility of the
group has been enhanced

Pensions

Pensions are accounted for In accordance with
|1AS 19 Employse benefits and on this hasis,
liabifities in the group’s defined benefit
pension schemes exceeded employee
benefit assets by £95m compared with

last year's deficit of £44m The UK scheme
accounts for 80% of the group’s total
pension assets and the increase in the
market value of these assets dunng the year
was slightly less than the increase inthe
present value of scheme habilives which
resulted from a further reduction in long-
term bond yields dunng the year By
agreement with the Trustees, the Cormpany
agreed to eliminate the deficit identified at
the time of the triennial actuarial valuation
of the UK pension scheme in 2008 with five
annual payments of £30m each The last
trniennial valuation was undertaken in 2011
and revealed a funding surplus of £17m
However following the fall in bond yields
after the date of that valuation the Company
agreed to continue to make the remaining
two payments, the last of which will be in
March 2013 Total contributions to defined
benefit plans in the year amounted to

£71m (2011 - £E70m}

For defined contribution schemes the
charge for the year 1s egual to the
contnbutions made which amounted
to £63m (2011 — £51m)

John Bason
Finance Director
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CORPORATE RESPONSIBILITY

AS A RESULT OF OUR ONGOING EFFORTS,
THE NUMBER OF REPORTABLE INJURIES FELL
FOR THE FOURTH YEAR RUNNING

Qur people and the environment are at
the very heart of our business We strive
to provide a safe place of work for all of
our peopls and to manage carefully our
environmental impacts and use of scarce
resources This 1s a business pnonty and
15 embedded in the four core principles
upen which our approach to Corperate
Responsibility (CR) 1s founded

* managing our environmental impact,
e taking care of our people,

» fostering ethical business relationships,
and

* being good neighbours

CR 15 a journey for Associated British Foods,
and we are well aware that there are many
areas in which we need to continue to
improve our performance We have a
decentrahised approach 10 managing our
husinesses — each business is encouraged
to put tn place improvernents to minimise
any negative social or environmental
impacts and to maxirmise the positive
contributions they can make Typically this
15 achieved by shanng examples of good
practice, increasing the level of importance
attached to monitoring and reporting CR
performance and to ensuring that senor
management in the businesses are

held accountable

Reporting

We remain commutted to publisbing a full
CR report every three years and provide
further information wia our annual Health,
Safety & Environment (HS&E) report on
our website

2012 summary
In 2012, our CR work focused on the
foliowing areas

« investing in the training of our HS&E
specialists to ensure they continue to
help embed a safe working culture and
good environmental sk manageament,

* \mproving the way we measure HS&E
perfarmance, in particular water use,
waste generation and recychng,

strengthening our network of CR
specialists across the group and
Improving communication among
them to share good practice and
nsk management approaches, and

cantimuing to strengthen our ethical
sourcing programmes at Pnmark and
Twinings Ovalting, with a focus on
training our staff and supplers, and
NGO partnerships

Environment

Many of our businesses are closely inked
to agnculture and are therefore sensitive

to changes in weather Following a year

of unusual weather patterns in 2011, the
weather in 2012 in most countries in which
we operate has been more stable This
resulted in some of our businesses,
particularly cur sugar operations, Increasing
output We are pleased that our total energy
use decreased by 4% despite an increase
in production of 9%, showing the very
positive impact of our focus on energy
improvement measures

Qur businesses have the greatest impact
on the environment through therr use of
energy and the resultant emission of carbon
dioxide (COz), the abstraction of water and
the disposal of waste
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During the year we invested £19m in
environmental improvements including
etfluent treatment, waste reduction,
increased energy generation and greater
energy efficiency

Qur full HS&E report for 2012 1s avallable
at www abf co uk but highlights of our
environmental performance in 2012 include

* 47% of our energy was denved from
renewable resources,

we Increased the amount of electncity
we export from our sites by 9% to a total
of 837 GWh This equates to supplying
150,000 UK homes for a year,

& our sugar operations reduced the energy
needed to produce sugar by 6%

« British Sugar Cantley has implemented
a water efficiency programme, resulting
in a significant reduction :n water use
of 17% from 2011 {see case study},

s Pnmark collected 16,000 tonnes of
waste cardboard in 2011, some 61%
of total packaging, which reappeared
as 179 million paper shopping bags




sugar industry »

Situated in Norfolk, Cantley sugar factory
has a special place in the history of this
country’s sugar industry Built in 1912,
and as the first Bntish beet sugar factory,
it marks the birth of the homegrown

REDUCING WATER ABSTRACTION AT OUR SUGAR FACTORY IN CANTLEY

For aver 100 years, the factory has been a landmark on the banks
of the River Yare, from where 1t can be seen for miles around

Over the past five years, Bntish Sugar’s factory at Cantley has been making
steady progress in reducing the volume of water it uses to manufacture
sugar, electncity and other co-products Improvements were achieved

by Instigating many small-scale measures and behavioural initiatives,

but it was identified that to make a significant step change, more radical

thinking was required

Cantley factory abstracts water under icence from three sources
¢ potable water for boiller feed and site amenities,

« horehole water for process and cleaning duties, and

* river water for cooling duties

In 2011, the factory used some 40,000m? of nver water, which was
abstracted from the River Yare into a small reservorr, from where 1t was
pumped to the factory for cooling purposes It was identified that a pond
nearby was filled with process condensate awaiting permrtted discharge
to the niver This condensate had already been cooled to below 25°C

to meet the discharge temperature hmit A small project team examined
the feasibility of using this cooled condensate to replace friver water

The outcome of the study was the installation of 200 metres of pipetine
and a condensate pump which now feeds cooled condensate via the
onginal system, removing the need to use any niver water

A feasibiity study 1S now planned 1o Investigate stmilar reduction

opportunittes for borehole water

Water plays a significant role at Cantley and in all British Sugar factories,
where 1t 15 used for cleaning, heating, cooling and transportation {sugar
beet float in water) The manufacturing sites operate under [SO 14001,

the internationally recognised standard for emvironmental management and
they undergo independent audits to review performance agamnst continuous
improvernent targets As part of thus process, each site identifies and
maxirmises oppertunities for the reuse and recycling of water

Our people

QOur business prionty 1s to safeguard the
wellbeing, development and safety of our
people and those who work with us With
108,000 employees we put significant
effort into ensunng that our businesses
are safe places in which to work and we
aim to offer our people the support most
suitable for therr needs

Despite health and safety being an absolute
prionty, we deeply regret having to report
five fatalines of contractors on our sites
during 2012 Four of these deaths occurred
in Afnica and one In China Loss of Iife

in our operations Is entirely unacceptable

Whenever there 1s a death on our sites or
linked to our operations, we alert all our
businesses and re-emphasise the
requirement for safe working practices

In 2012 we invested £32m to improve
working conditions and the safety of
equipment We are pleased that as a result
of our ongoing efforts, reportable injuries
fell for the fourth year running, down 13%
from 2011 Another highlight was lilovo
Sugar's safety transportation programme,
which almost halved the number of inunes
over the last year incurred dunng our
agricultural workers’ commute to work

In 2012, we developed and ran an extensive
training and support programme for nearly
200 HS&E specialists This was delivered
through face-to-face group training days,
online training sessions and one-to-one
adwvice This training iIncluded an introduction
to new key performance indicators,

a reminder of the sources of information,
calculations and parameters required to
reach our final data and technical training
on the global system we use for data
collection and approval
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CORPORATE RESPONSIBILITY conrumuen

Our supphers

Qur core business principles as they
relate to our supplers are available at
www abf co uk/principles They include
requirements to

* carry cut our business honestly, ethically
and with respect for the nghts and
interests of our supphers,

settle our bills promptly, being a signatory
to the Prompt Payment Code, co-
operating with suppliers to iImprove
quality and efficiency,

develop relationships with supplier
companies consistent with these basic
principles, and specifically with respect to
internationally recognised human rights
and conditions of emnployment, and

* encourage a programme of iImprovermnent
where shortcormings are ideniified
through our supplier audit programme

Both Primark and Twinings Ovaltine have
continued to build on their ethical sourcing
programmes dunng the last year Primark’s
focus on bulding in-country teams of ethical
sourcing specialists has had sigrificant

impact In supporting sustanable improvements

within suppher factonies, giving greater
visibility across the supply chain as well
as improving the management of the
extensive audit programme

Prnmark conducted 1,795 ethical audits

last year, and unannounced ‘spot-checks
continue to be an important part of our
monitoring protocol YWe encourage supplers
1o make investment in internal ‘compliance’
teams to help support sustainable change
where needed However, a challenge for

the whole industry is that the pool of qualfied

people to fill these roles 1s relatively small

AB Sustain designed and now operates
an award-winning Carbon Footprint
Iniiative for Sainsbury’s The model used
in this initiative 1s accredited by the UK
Carbon Trust to 1ts highest guality tier

and 15 the only model of its kind to have
achieved this level of accreditation across
the globe The initiative began in 2007
with 325 dary herds and has since
expanded across eight other hivestock
and produce sectors to include almost
3,000 UK producers [t follows the proven
methodology of ‘'measure — improve —
measure’ to support and dnve continuous
Improvement at every participating farm
Through accurate on-farr data capture

HELPING MAJOR SUPERMARKETS TO TRACK AND
REDUCE THEIR CARBON FOOTPRINT

and our understanding of the key
drivers of carbon and production
efficiencies, we are able to deliver
tangible cost and environmental
benefits across the supply chain

This inttrative has been consistently
acknowledged for its effectiveness

and has won several high-profile awards,
including the Guardian 2012 Carbon
Award won by Sainsbury s for its work
with UK farmers to reduce ther
environmental impact by using the

AB Sustain Carbon Footprint model

By the end of 2011, carbon emissions
had been reduced by 48,000 tonnes
and £21 4m of farm wnprovements
had been identified As a result of
this success AB Sustan is delighted
to have received the Sainsbury's
Supgplier 'Making it Happen' award
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To try and support this situation, Primark
has begun a 'train the trainer’ project In
China This forms part of the Company’s
efforts to develop and build on its already
exiensive range of training ols that
suppliers can use to make iImprovements

Among the many projects that Pnmark runs
with NGOs, we were particularly impressed
by the fast and dramatic results achieved by
the HERproject {Health Enables Returns} in
Bangladesh this year which prowded health
education to 4,500 female factory workers

in Bangladesh on hygiene, sexual and
reproductive heafth, maternal health and
nutrition (iImage on page 35} In addition to
the obvious benefits of workers receving
health education, improvement in overall
warkplace communication was significant,
and we plan to roll out the project across
the supply base in Bangladesh as well as
introducing the project in both China

and Indra

Over 97% of the factones that supply
Primark also supply other high street
retailers and this gives us an opportunity
to collaborate on tackling supply chain
issues Further detaifs can be found

at www primark co uk

Similariy, over the last year, Twinings
Ovaltine has continued to scale up its
ethical sourcing programme across s
supply chain from ingredients 1o packaging
Risk assessments have been carried out
on all areas, and ethical audits have been
conducted in Europe, China, South East
Asia and South America to ensure that
products are made at sites that meet
the requiremnents of our ethical code of
conduct Through the work of the Ethical
Tea Partnership, 100 of the estates from
which Twinings sources its teas have
been audited

In addition, Twinings has developed an
ethical sourcing training programme for
employees This has been rolled out
worldwide to ensure that all procurement
and marketing teams are aware of the
raquirements of our code and how to
purchase ingredients ethically




Dunng 2012, Twinings worked in partnership
with three development NGOs 1o support
tea communities with Save the Children in
China, and Unicef and Mercy Corp in India
on challenges including child mortality,
anaemia and access 1o water and sanitation
More detall on these projects can be found
at www twinings co uk

Our products and customers

We are very aware of our responsibility for
our products and to our customers and this
year we have focused on

« product and food safety,
* product nutntional fabelhng,

¢ sourcing, which includes palm oil, soya
and GM products,

engagting with our customers to meet
their needs and provide them with
information,

Allied Bakernes has implemented its
2012 salt reduction targets across all
of its bread and roll products, with the
majonty introduced In the first quarter
of 2012, and

we continue to progress towards our
target of purchasing Cernfied Sustanable
Palm Oil across the group by 2015 The
Jordans & Rywita Company already

uses 100% certified sustainable palm ol
Alled Bakeries also purchase Green Palm
Ceruficates to encourage sustainable
paim oil production and has committed to
using 100% sustainable palm oil by 2014
Both businesses scored maximum points
in a survey of palm oIl usage by the World
Wildlife Fund in 2011
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Qur communities

We recognise our responstbilities as a
member of the communities in which

we operate and encourage our businesses
to engage with thewr local communities

as and how they wish However, the
group’s contribution to cormmunities
comes principally wvia the Garfield Weston
Foundation, which was set up by the late
W Garfield Weston in 1858

1t 1s ane of the UK's foremost philanthromic
organisations and denves a substantial
proportion of its funds from its interests

n the group’s ultimate holding company,
Wittington Investments Limited More detail
can be found at www garfieldwesion org

If you have any feedback on our CR
Information here or on our website, please
contact us via www abf co uk

Reportable injury rates
Percentage of employees having
a reportable injury
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BOARD OF DIRECTORS

1 Charles Sinclair

Chairman (age 64)

Charles was apponted a non-executive director in October 2008 and as
Chaurman in April 2009 With wide business expenence of both the UK and
overseas, his executive career was latterly with Daly Mail and General
Trust plc, whera he was chief exacutive from 1989 unul he revred from
that role and the board in September 2008

Other appomntments He 1s a non-executive director of SVG Capatal ple

Committee membership Chairman of the Nomination and Remuneration commiitess

2 George G Weston

Chief Executive (age 48)

George was appointed to the board in 199% and took up his current
appointment as Chief Executive in Apnl 2005 In his former roles at ABF,
he was Managing Director of Westmill Foods, Alied Bakeries and Geoige
Weston Foods Ltd {Australia)

Other appointments He 1s a non-executive director of Wittington
Investments Limited and a trustee of the Garhield Weston Foundation

Associsted British Foods Annual Report and Accounts 2012

3 John Bason

Finance Director {age 55}

John was appeinted as Finance Director in May 1999 He was previously
the finance director of Bunzl plc and 1s a member of the Institute of
Chartered Accountants for England and Wales

Cther appointments He s a non-executive director of Compass Group
PLC, a trustee of Voluntary Service Overseas and deputy chairrman of the
charity FareShare

4 Peter Smith

Independent non-executive director (age 66)

Pater was appointed a director in February 2047 and brings extensive
experience of internatonal financial matters Formerly ha was semior
partner at PncewaterhouseCoopers (PwC)in the UK He served for twa
years as chairman of Coopers & Lybrand International and as a member
of the global leadership team of PwC He was also charman of RAC plc
and a non-exacutive director of Saleway plc

Other appontments He 1s chairman of Savills plc and Templeton Emerging
Markets Investment Trust plc and 8 member of the supervisory board of
Pans Orléans SCA He s also charman of the Land Rastoration Trust

Comrmittee membership Chairman of the Audit comrmittee and a member of the
Norination and Remuneration commitiees




5 Lord Jay of Ewelme GCMG

Independent non-executive director (age 66}

Lord Jay was appointed a director in November 2006 and has broad
expenence of government and international business Dunng his career
n public service he was British Ambassador to France from 1996 to 2001
and Permanent Under Secretary at the Foreign & Commonwealth Office
from 2002 to 2006

Other appomntments He 15 a non-executive director of Candover
Investments plc, Valeo {the French-based automobile parts company} and
of Electricité de France He has been an independent member of the House
of Lords since 2006 and 15 charman of the House of Lords Appointments
Commission He also chairs the Trustees of the international medical ard
charity Merlin and 1s a member of the British Library Adwvisory Council

Commuttea membership Member of the Audit Nomination and Remuneration
committees

6 Timothy Clarke
Independent non-executive director {age 55)
Tim was appointed a director in November 2004 and has been Senior

Independent Director since December 2007 Tum has extensive expenence

of retaiing Untl 2009 he was chiel executive of Mitchells & Butlers plc
following its demerger from Six Continents PLC where he also held the
position of chief executive Previousty he had been a partner of Panmure
Gordon & Co before joimving Bass PLC in 1990

Other appainiments He 1s a non-executive director of two pub and
brewang comparues Hall & Woodhouse Limited, and Timothy Taylor &
Company Limited and also Tnple Point VCT 2011 PLC

Committee memberstup Member of the Audit Normination and Remunaration
cammittess

7 Javier Ferran

Independent non-executive director {age 56}

Javier was appointed a director in Novernber 2006 He spent the easler
part of his career with Bacardi Group where latterly he served as president
and chief executive officer He has axtensive expenence of consumer
brands on an international basis and in internaticnal financing

QOther appointments He s currently a partner at Lion Capital LLP
a London-based private equity firm

Commttes mambershsp Member of the Nomination and Remuneration committees

8 Emma Adamo

Non-executive director {age 49)

Ermma was appointed as a director in December 2011 She was educated
at Stanford University and INSEAD in France

Other appointments She 1s a director of Wittington Investments Limited
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CORPORATE GOVERNANCE

GOOD GOVERNANCE IS NOT
JUST A MATTER FOR THE
BOARD AND OUR AlM ALWAYS
IS TO FOSTER A CULTURE OF
STRONG GOVERNANCE
THROUGHOUT THE GROUP

Chairman’s foreword

| am pleased to introduce this report on the work of the board over
the last year Effective corporate governance is central to the group s
ability to operate successiully on a global basis and, as a board,

we take seriously our responsibility for setting high standards of
accountability and ethical behaviour Good governance 1s not (ust

& matier for the board, however, and our aim always 1s to foster

a culture of strong governance throughout the group

I am keenly aware of the value to the business of an effective board
A key aspect of ensunng the board's effectiveness 1s the annual
board and committee evaluation process and this year the evaluation
was facilitated externally by an independent consuitant This
exercise produced some valuable insights and we outhne the
process and some of the key outcomes on page 41 of this report

The Company recognises the need for, and desirability of, diversity
on the board and | have worked with the Nomination commiitee
during the year to review the evolutton of the board As part of our
succession planning, and as | mentioned In my statement on page 15,
| am delighted to welcome to the board Emma Adamo, who

Jjoned as & non-executive director at the conclusion of the AGM in
Decernber 2011, following the retrement of Galen Weston Emma's
appointment adds diversity to the board and the consequent range
of perspectives will undoubtedly have a positive effect on the
board's deliberations

We are reviewing our corporate governance practices in ight of

the updated version of the UK Corporate Governance Code which
was published in September 2012 (the '2012 Code'} Aithough the
2012 Code will first apply to companies with financial years
cormmencing on or after 1 October 2012, we will give consideration to
reporting early under the 2012 Code in our annual report next year

In the following pages we describe the approach the board has
adogpted to governing the group The report 1s intended to give
shareholders a clear picture of the group's governance arrangements
and how those arrangements have operated during the year

—C/C{A.M\

Charles Sinclair
Chairman

Comphance with the UK Corporate Governance Code

The principal governance rules applying to UK companies listed

on the London Stock Exchange are contained in the UK Corporate
Governance Code issued by the Finanaial Reporting Council and
published in June 2010 {the "Code’) which Is avarlable from the FRC
waebsite (www frc org uk) This corporate governance report ams to

Code provision Status

provide shareholders with an understanding of how the Company
has applied the principles and complied with the provisions of the
Code The board considers that the Company has, throughout the
year ended 15 September 2012, complied with the relevant
provisions set out in the Code, with the following exceptions

Explanation

B 3 2-The terms and Galen Weston had not entered into
conditions of appointment of a formal fetter of appointment
non-executive directors should
be made avatlable for
inspection

Non-compliance with this provision
ended on 8 December 2011 when
Galen Weston retired as a director

D 21 ~The Charrman should
not chaw the Remuneration
committee

Charles Sinclair 1s both Chairman
and chairman of the Remuneration
committee

The board of Associated British Foods plc considered it appropriate
due to his relationship with the Company's ulumate holding
company, Wittington Investments Limited of which he was a
director and shareholder Galen Weston received no fees, nor

was he reimbursed for any expenses incurred for performing his
role as a non-executive director of Associated Bntish Foods pic

The board of Associated Briish Foods plc considers that

Charles Sinclar, due to his expenence, 1s best suited 1o char this
committee No director has any involvement in the determination
of his own remuneration The board believes that the Cormpany
has maintained robust governance while at the same time
benefiting frem having Charles Sinclair as the chairman of

the Remuneration committee
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EFFECTIVE CORPORATE GOVERNANCE IS CENTRAL TO THE
GROUPS ABILITY TO OPERATE SUCCESSFULLY ON A GLOBAL
BASIS AND, AS A BOARD, WE TAKE SERIOUSLY OUR
RESPONSIBILITY FOR SETTING HIGH STANDARDS OF
ACCOUNTABILITY AND ETHICAL BEHAVIOUR

The board

As a board, we are collectively responsible to the Company's
shareholders for the direction and oversight of the Company to
ensure Its long-term success The board met regularly throughout
the year to approve the group’s strategic objectives, to lead the
group within a framework of effective controls which enable nsk to
be assessed and managed and to ensure that sufficient resources
are avallable to meet the objectves set

The board has agreed the specific business and governance matters
which are reserved for its decision to help 1t discharge these
responsibilities and oversee conirol of the Company's affarrs This
schedule of matters reserved for the board's approval which was
reviewed and updated dunng the year, includes

* annual business strategy and objectives, budget and forecasts,

* monitoring delivery of the group's business strategy
and objectives,

changes to the Company's capital, management or control
structures,

dividend policy and dividend recommeandation,

treasury policies,

trading statements, intenm results, interim management
statements, final results, annual report and accounts,

the overall system of internal control and nsk management,

major capital projects, corporate actions or related actions
and Investment,

e communications policy including procedures for the release
of price-sensitive information,

changes to the structure, size and composition of the board,

appointment of directors and the Company Secretary, and

rmaterial changes to pension plans or the introduction
of new schemes

Certain specific responsibiities are delegated to the board
committees, notably the Audit Remuneration and Nomination
committees, which operate within clearly defined terms of
reference, reporting regularly 1o the board For further details,
please see ‘Board committees’ section below

Board composition
At the date of this report, the board compnsed eight directors

Chairman
Charles Sinclarr

Executive directors
George Weston (Chief Executive)
John Bason {Finance Director)

Non-executive directors
Emma Adamo

Tim Clarke

Javier Ferran

Lord Jay

Peter Smith

Galen Weston resigned from his role as a non-executive director of
the Company with effect from the close of the 2011 annual general
meeting held on 9 December 2011 Emma Adamo was appointed
as a director with effect from the close of the same meeting on

9 December 2011

With the exception of Emma Adamo, the board considers that the
non-executve directors are independent in character and judgement
and that they are each free from any business or other relationships
which would matenally irterfere with the exercise of their ndependent
judgement Emma Adamo Is not regarded as independent in view of
her relationship with Wittington Investrments Limited Biographical
and related mformatton about the directors is set out on pages 36
and 37

Charman and Chief Executive

The roles of the Chairman and the Chief Executive are separately
held and the dvision of thewr responsibilines 1s clearly estabhshed,
set out in writing, and agreed by the board to ensure that no one has
unfettered powers of decision The Charman, Chartes Sinclar, 1s
responsible for the operation and leadership of the board, ensurnng
its effectiveness and setting 1ts agenda The Chief Executive,
George Weston, 1s responsible for leading and managing the group’s
business within the authorities delegated by the board and the
implementaton of board strategy and policy

Senior Independent Director

Tim Clarke 1s the Company s recognised Senior Independent
Director The role of the Senior Independent Director 1s to act as a
sounding board for the Charman and to serve as an intermedary for
other directors whera necessary He s also avalable to shareholders
should a need arise to convey concerns to the board which they
have been unable to convey through the Chairman or through the

Associated Bntish Foods Annial Report and Accounts 2012

asueusaaoh 919400109 | 80uBLIBA0G | tiodar sioloBNQ



§-Y
o

esurularob ayriodiog | soueussson | Lodar sicsang

CORPORATE GOVERNANCE conmmuen

executive directors Duning the year, led by the senior independent
director the non-executive directors have met once wathout the
presence of the Chairman

The non-executive directors

The non-executive directors play a key role in providing a sohd
foundation for good corporate governance and ensure that no
mdmdial or group dominates the board's decision-making They
each occupy or have occupled sentor posiions in Industry or public
life and brng a valuable external view to the board's deliberations
through their expenence and insight from other sectors enabling
them to contnbute significantly to board decision-making The formal
letters of appointment of non-executive directors are available for
inspection at the Company's registered office

Re-election of directors

In accordance with the Code's recommendations, all directors will
be proposed for election or re-election at the 2012 annual general
meeting 10 be held in December

Board meetings

The board held ten meetings dunng the year Penodically, board
meetings take place overseas, and during the year under review,
one of the meetings and a Remuneration committee meeting were
held in Madnd The board visited the Pnrmark store in Majadaheonda,
Madnd, providing the non-executive directors in particular with the
opportunity to extend their knowledge of the group and to meet
local management and other employees Non-executive directors
may also make additional wisits to our overseas businesses through
the year During the year under review Charles Sinclair visited lllovo
In South Africa where he had meetings with management and
reviewed Its cperations

Senior executives below board level are invited, when appropriate, to
attend board meetings and to make presentations on the results and
strategies of therr business units Papers for board and committee
meetings are generally provided to directors for board and committee
meetngs a week in advance This allows any director who is unable
to attend a meeting to provide comments to the Chairman, the
chairrman of the relevant committee or the Company Secretary,

who will then relay these comments to the relevant meeting

The attendance of the directors at board and committee meetings
dunng the year to 15 September 201215 shown in the table below

Audit Nommnation Resmuneration
Board committas tes committas
Charles Singlar ~ 10/1Q - 11 5/5
George Weston  10/10 - - -
John Bason 10/1Q - - -
Emma Adamg’ r/L - - -
Tirn Clarke 10110 4/4 1M 5/5
Javier Ferrdn? 910 - N 4/5
Lord Jay 10110 af4 111 5/5
Peter Smith 10/10 4/4 n 5/5
Galen Weston® 13 - - -

' Emma Adamo was appointed as a non executive director with effect from
the conclusion of the annugl general meeting held on & December 2011

? Javier Ferrdn was unable to attend one board mesting and a Remuneration
committes mesting due to ¢ther business and personal commitments However
ha reviewed the ralevant papers and provided comments to the Chairman
as approprate

3 Galen Weston retved as a non-execulive director at the conclusien of the annual
genaral meeting held an 9 December 2011

Associated Britsh Foods Annual Report and Accounts 2012

Board committees

The board has established three principal board commsttees, to
which 1t has delegated certain of its responsibilimies They are the
Nomination committee, the Audit committee, and the Remuneration
committee The membership, responsibilives and actmties of these
committees are descnbed later in this corporate governance report
and, in the case of the Remuneration commuttee, in the
Remuneration report on page 52 Membership of these committees
1s reviewed annually Minutes of committee meetings are made
available to all directors on a timely basis

The full written terms of reference for the Nomination, Audit and
Remuneration committees, each of which was reviewed and
updated duning the year, are available on the Company's website
{www abf co uk) and hard copies are available on request

Information flow

The Company Secretary manages the provision of information to the
board at appropriate tirmes, in consultation with the Charman and
Chief Executive In addition to formal meetings, the Charrman and
Chief Executive maintain regular contact with all directors The
Chairman also holds informal meetings with non-executive directors,
without any of the executives being present to discuss any Issues
affecting the group, f this 1s thought necessary Regular management
updates are sent to directors to keep the non-executive directors
informed of events throughout the group between beard meetings
and to ensure that they are kept fully informed of the latest Issues
affecting the group

Conflicts of interest procedure

The Company has procedures in place to deal with the situation
where a director has a conflict of interest As part of this process,
the board

» considers each conilict situation separately on its
particular facts,

+ considers the conflict situation in conyunction with the rest
of the conflicted diectors’ duties under the 2006 Act,

+ kaeps records and board minutes as to authorisations granted
by directors and the scope of any approvals given, and

» regularly reviews conflict authonsation

The board has complied with these procedures dunng the year




Board business
Duning the financtal year, key actmties of the board included

Strategy An annual meeting focusing on group

strategy

Governance
and nsk

Approving the Company’s full year and
interim results

Making a recommendation on the 201
final dividend and approving the 2012
intenm dvidend

Carrying out an annual review of the
matenal financial 2nd non-financial risks
facing the group’s businesses

Recemving regular divisional food safety
updates and an annual groupwide update

Considenng the report from the external
faciitator following the beard performance
evaluation exercise

Performance
monitoning

Recewving regular reports 1o the board
from the Chief Executive

Approving the group budget for the
2012/13 financial year

Undertaking goodwill and property, plant
and equipment impairment reviews

Receving, on a ralling basis,
management presentations from
each of the group business areas

Receving feedback on meetings held
with mstitutsional investors

Corporate
responsibility

Recewing regular management reports
on health, safety and environment 1ssues

Recewving update reports on ethical
SOUICING Processes

Recenving an update on the group’s
anti-bribery policy and procedures

People Appointed Ernma Adamo as a

non-executive director

Consideration of senior succession
planming and people development

Various Receving updates on pensicn-related

matters

Meeting ranagernent team at
Majadahonda Pnmark store in
Madnd, Spain

Board performance evaluation

An evaluation to assess the performance of the board as a whole,
1ts committees and that of the indwidual directors 1s conducted on
an annual basis with the aim of improving the effectiveness of
the board and its members and the performance of the group

This year's review was undertaken by an independent external
faciitator, Stephen Willams who provided feedback to the
Charrman Stephen Wilhams was previously company secretary
and general counsel of Unilever plc, serior independent director of
Bunzt plc and Arniva plc and 1s currently senior independent director
of Whitbread plc and a non-execuuive director of Croda Intermnational
PLC He has extensive experience of facilitaiing board evaluations
Independently of his services as a board facibtator, he has a
consultancy appointment with Spencer Stuart The Charrman

sat on an adwisory board of that company

The review took place in the final quarter of the financial year

A discussion guide was prepared and circulated to each director
and the Company Secretary This included eight topics which
formed the basic agenda around which each discussion was
framed and these were as follows

» board structure, orgamsation and dynamics, including the mix
of skifls and knowledge, diversity, how the board works as a
unit and the tone set by the Chairman and Chief Executive,

board efficiency and effectiveness, including individual
performance, clanty of the purpose, direction and values of
the Company, quality of leaderstup and key hoard refationships,

risk management and governance,

strategic review and resource allocation,
* people 1ssues and succession planning,

* business performance, including level and quality
of reporting measures,

* board committees and
s key issues for 2013

The external facilitator undertook a confidential, unattrbutable
interview with @ach director and the Campany Secretary based on
the discussion guide Following the meetings, the external facilitator
produced a wrtten report which was discussed with each of the
Charman, Senior Independent Director and the Chief Executive,
before being sent to board members and discussed at the following
board meeting

There was a strong sense of progress in implementing proposals
arising out of the 2011 evaluation
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CORPORATE GOVERNANCE conrmuen

Actions implemented arising from 2011 evaluation include

Objective

Value creation Investrment returns reviewed

Strategy development | A review of fonger term growth
opportunities

Armount of trne devoted to nsk 1ssues
on the board agenda increased

Risk management

Succession planning | Continuing

Based on the results of the evaluation process in 2012, the board
considered that overall it was operating effectively and that each of
the directors continues to make a valuable contnbution with proper
commitrment to therr respective roles The board’s principal
committees were also judged to be functioning efficiently

and effectively

A list of recommended action points was drawn up and agreed,

which 1s being implemented under the direction of the Chairman
Including actions set out In the table below

Areas identified for action from the 2012 evaluation include
Objective

Synergy Extend the search for and reporting on
synergy within the existing group
Strateqy Continuing review of longer term

growth opporiumties

Risk management Additional understanding of

non-financial nsks in our businesses

Succession planning | The need for diversity throughout the
group, acknowledging its increasing
geographical spread

Board development

The Charrman, wath the support of the Company Secretary, 1s
responsible for the induction of new directors and the ongeing
development of directors

Emma Adamo, who joined the board as a non-executive director on
9 December 2011, undertook a comprehensive, tallored induction
programme which inctuded visits to a large number of the group’s
businesses in the UK and overseas She also received a directors’
information pack providing background information on the
Company’s businesses and operations, including matters relating
to corporate governance and corperate responsibility

Training and development 1s provided to all directors at board and
committee meetings In addition to any third-party tramning and
development which all the directars have undertaken on their own
behalf or as part of other non-executive directorships and business
roles dunng the year under review, board members receved regular
corporate governance updates in their board packs and made wisits
to group operations on a regular basis

Associated British Foods Annual Report and Accounts 2012

Engaging with shareholders

The board 15 committed to maintaining and improving dialogue
with shareholders so that the Company's objectives and those of
shareholders are understood

The Company communicates its achievements and prospects o

its sharehalders in an accurate and timely manner The Company
communicates with its shareholders by way of the intenm and
annual report and accounts, with significant matters relating to the
trading or developrment of the business disseminated to the market
by way of Stock Exchange announcements and by press release and
postings on the Company's website

The Company continues to promote effective engagement with its
shareholders and on behalf of the board the Charman, Chief Executive
and Finance Director have met institutional shareholders and analysts
on aregular basis throughout the year to discuss the Company’s
operation At each board meeting, the drectors are bnefed on shareholder
meetings that have taken place and on the feedback receved

The Senior Independent Director 1s avatlable to shareholders in the
event that communication with the Charrman, Chief Executive or
Finance Director has falled to resolve concerns or where such
contact IS tnappropnate

Annual general meeting

The annual general meeting (AGM) will be held on Friday, 7 December
2012 at 11 00 am at TUC Congress Centre tn London The board
views the AGM as an oppertunity toe communicate with private
shareholders in particular for whom it provides the opportunity

to hear about the general development of the business and to ask
questions of the Chairman and, through him, the chairmen of the
key committees and other directors The practice has been for a
short film to be shown at the meeting explaining a particular area
of the group s business At this year s AGM, the film focuses on
the group’s Twinings Ovaltine business

The Notice of mesting for the 2012 AGM, which sets out n full the
resolutions for consideration by shareholders together wth explanatory
notes, has been sent to shareholders and 1s also available on the
Investors section of the Company's website (www abf co uk} Any
member attending the annual general meeting has the nght to ask
questions The Company must cause to be answered any such
question relating to the business being dealt wath at the meeting,
unless 1115 not In the interests of the Company or the good order of
the meeting to do so, or If to do so would involve the disclosure of
confidential information Shareholders attending the meeting will be
advised of the number of proxy votes lodged for each resolution Al
resoclutions will be voted on by poll and the results will be announced
to the London Stock Exchange and posted on the Company's
website as soon as practicable following the meeting

Accountability and audit

The hoard 1s required by the UK Corporate Governance Code to
present a balanced and understandable assessment of the
Company's position and prospects In relation 1o this requirement,
reference 1s made to the statement of directors’ responsibilities for
preparing the financial staternents set out on page 62 of this annual
report and accounts




The independent auditors’ report on page 63 includes a statement
by the auditors about their reporting responstbilities The board
recognises that its responsibility to present a balanced and
understandable assessment extends to intenm and other
price-sensitive public reports, reports to regulators, and
information required to be presented by law

Business model

The QOperating review on pages 16 io 29 includes a description

of the Company's business model! for sustainable growth for each
division of the business This provides an explanation of the basis
on which the group generates value and preserves it over the long
term and Its strategy for delivenng its objectives

Going concern

After making enquiries the directors have a reasonable expectation
that the Cormpany and the group have adequate resources to
continue 1n operational extstence for the foreseeable future
Accordingly, and in accordance with the guidance contained in the
document titled ‘Going Concern and Liguidity Risk Guidance for
Drrectors of UK Companies 2009' published by the FRC they
continue 1o adopt the going concern basis in prepanng the annual
report and accounts

Nomination committee report
Members
Duning the year and at the date of this report

Charles Sinclair {Chairman)

Tim Clarke

Javier Ferran

Lord Jay

Peter Smith

Key duties
In accordance with 1ts terms of reference, the Nomination
committee’s key duties include

« leading the process for board appointments and making
recormmendations to the board,

regularly reviewing the board structure, size and composition
{including the skills, knowledge, ndependence, experience
and diversity}, recommending any changes,

considenng plans for orderly succession for appointments

to the board and to senior management to maintam an
appropnate balance of skills and expenence within the
Company and to ensure progressive refreshment of the board,

keeping under review the leadership needs of the group,
bath executive and non-executive, to ensure the continued
ability of the group organisation io compete efficiently in
the marketptace, and

hefore any appointment 1s made by the board, evaluating
the skills, knowledge, expenence, independence and
diversity on the board and, in hght of thus evaluation
prepanng a description of the role and capabilities
requized for a particular appomntment

Governance

The Nomination committee comprises a minimum of three
members at any ume, a majonty of whom are independent
non-executive directors A quorum shall consist of two members
being either two independent non-executive directors or one
independent non-executive director and the Chairman

Executive directors, members of semor management and other
parties may be invited to attend meetings &s appropriate

The Chairman does not chair the Nomination commuttee when
it i1s dealing with the appointment of his successor In these
crcumstances the comrittee is chared by an independent
non-executive director elected by the remaining members

The committee may take independent professional advice on ary
matters covered by ts terms of reference at the Company’s expense

The commitiee chairman reports the outcome of meetings to
the board

The commitiee’s effectiveness 1s reviewed on an annual basis
as part of the board’s performance evaluation process

The full terms of reference of the Nomination committee, which
were reviewed and updated during the year, can be viewed on the
Investors section of the Company's website (www abf co uk)

Meetings
The commitiee met once duning the year under review

Activities dunng the year
The principal actions undertaken by the committee iIn the penod
under review are set out below

Emma Adamo was appointed as a non-executive director from the
conclusion of the Company’s last AGM held on 9 Becember 2011
Ms Adamo 1s a director of Wittington Investments Limited, the
Company’s magonty shareholder, and she has been appointed to
represent this shareholding on the board She replaces Galen
Woeston in this role following his retirement as a non-executive
director also at the conclusion of the Company's 2011 AGM For
this reason, neither an external search agency nor open advertising
was used In Ms Adamo’s appointment Prior to her appomntment,
Ms Adamo had meetings with the Chairman, the Chief Executive
and with the Normination committee She was then invited to meet
the full board and attended a number of board meetings Ms Adamo
was educated at Stanford University and INSEAD in France She
spent six years working for George Weston Limited in Canada

The committee reviewed the time needed to fulfil the roles of
Chairman, Senior Independent Director and non-executive director
and was satsfied, following the conclusion of the annual board
evaluation, that all members of the board are devoting sufficient
time to therr duties
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CORPORATE GOVERNANCE conrmuen

Audit committee report
Members
During the year and at the date of this report

Peter Smuth {Chairman)

Tim Clarke

Lord Jay

Key duties
In accordance with 1ts terms of reference, the Audit committee’s
key duties include

« monitoring the integnty of the group's financial statements
and any formal announcements relating to the Company's
performance, reviewing significant financial reporting
judgements contained in them befere therr submission
to the board for approval,

reviewing the group’s internal financial controls, including the
pohicies and overall process for assessing established systems
of internal financial control and timeliness and effecuveness of
corrective action taken by management,

overseaing the group's arrangements for the prevention and
detection of fraud, and whistleblowing,

monitoring and reviewing the rale and effectiveness of the
group’s internal audit function in the context of the group's
overall financial risk management system, and

overseeing the relattonship with the group s external auditors,
including reviewing and monitoning thetr objectivity and
independence, and agreeing the scope of their work and
fees paid to them for audit and non-audit services

Governance

The Audit committee compnses a minimum of three members al!
of whom are independent non-executive directors of the Company
Two members constitute a quorum Appointments are for a pencd
of three years after which they are subject to annual review
extendable by two further three-year penods so long as members
continue to be independent
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The commuttee structure requires the inclusion of one financially
qualified member {as recogmised by the Consuttative Comnmittes of
Accountancy Bodies} with recent and relevant financial experience
Currently, the commuttee chairman fulfils this requirement All
committee members are expected to be financially literate and

to have an understanding of the following areas

* the principtes of, and developments in, financial reporting
including the applicable accounting standards and statements
of recommended practice,

key aspects of the Company's operations including corporate
polictes and the group's internal control emvirenment,

matters which may influence the presentation of accounts
and key figures,

the principles of, and developments in, company law, sector-
specific laws and other relevant corporate legislation,

the rolte of internal and external auditing and nsk management, and

the regulatory framework for the group’s businesses

The committee invites the Group Finance Director Group Financial
Controller Director of Financial Control and senior representatives
of the external auditors to attend its meetings in full, although it
reserves the nght to request any of these indwiduals to withdraw
Other senior managers are invited to present such reports as are
required for the committee to discharge 1ts dubes

Durning the year, the committee held three meetings with the
external auditors without any executive member of the board
being present

The committes has unrestnicted access to Company documents
and information, as well as to employees of the Company and
the external auditors

The committee may take independent professional advice on
any matters covered by its terms of reference at the
Company's expense

The committee chairman reports the outcome of meetings to
the board

The committee’s effectiveness 1s reviewed on an annual basis
as part of the board's performance evaluation process

The full terms of reference of the Audit committee, which were
reviewed and updated duning the year, can be viewed on the
Investors section of the Company’s website (www abf co uk)




Meetings
The Audit committee met four smes dunng the year and has
an agenda Iinked to events in the group's financial calendar

Activities duning the year

In order to fulfil ts terms of reference, the Aucht committee receives
and reviews presentations and reports from the group's senior
management, consulting as necessary with the external auditors

During the year, the commuitee formally reviewed draft intenim
and annual reports and assoctated announcements These
reviews considered

* the accounting principles, policies and practices adopted in the
group's financtal statements and proposed changes to them,

» the integnity of the financial statements, including a review of
important accounting 1ssues, areas of complexity and significant
financial reporting judgements,

* litigation and contingent liabiliies affecting the group, and

* potential tax contingencies and the group’s compliance with
statutory tax obligations

The committee I1s required to assist the board to fulfil its
responsibilities relating to the adequacy and effectiveness of the
control environment, controls over financial reporting and the group’s
compliance with the UK Corporate Governance Code To fulfil these
duties, the committee reviewed

« the external auditors’ management letters and audit highlights
memoranda,

+ internal audit reports on key audit areas and significant
deficiencies in the financial control environment,

* reports on the systems of internal financial controls and nsk
management, and

= reports on fraud perpetrated against the group

The Audit commuttee Is responstble for the development,
implementation and monitoring of policies and procedures on the
use of the external auditors for non-audit services, in accordance
with professional and regulatory requirements These policies are
kept under review to meet the objective of ensuring that the group
benefits in a cost-effective manner from the cumulative knowledge
and expenence of its auditors whilst also ensunng that the auditors
maintain the necessary degree of independence and objectvity
Conseguently, any non-audit work to be undertaken by the auditor
in excess of £300 000 1s required to be authonsed by the chairman
of the Audit committee and the Group Finance Director prior to its
commencement Individual assignments less than £300,000 are
approved by the Group Finance Director The aggregate expenditure
with the group auditors I1s reviewed by the Audit commitiee

Typically, the committee will approve the use of the external audtitors
10 provide accounting advice and training, employee benefit plan
audits corporate responsibility, IT and other assurance services due
diligence in respect of acquisitions and disposals certain specified
tax services including tax comphance, tax pfanning and related
implementation advice, and certain other services when it 1s in the
best interests of the Company io do so and they can be undertaken
without jeopardising auditor independence No mdmdually sigrificant
non-audit assignments that would require disclosure were
undertaken In the financial year

The Company has a policy that any recruits hired directly from the
external auditors must be pre-approved by the Group HR Drrector,
and the Group Finance Director or Group Financial Controller

The Audit cormmittee has formally reviewed the iIndependence
of its auditors KPMG Audit Plc have provided a letter confirming
that they believe they remain independent within the meaning of
the regulations on this matter and in accordance with therr
professional standards

To fulfil its responsibility to ensure the Independence of the external
auditors, the Audit committee reviewed

* changes In external audit executives in the audit plan for the
current year,

* areport from the external auditors descnbing therr
arrangermnents to identify, report and manage any conflicts
of interest, and

¢ the extent of non-audit services prowided by the external
auditors

To assess the effectiveness of the external auditors, the committee
reviewed

+ the external auditors fulfilment of the agreed audit plan and
varations from it,

* reports highlighting the major 1ssues that arose duning the
course of the audt,

» feadback from the businesses evaluating the performance
of each assigned audit team, and

¢ a report from the Audit Inspection Unit of the Financial
Reporting Council (FRC}
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CORPORATE GOVERNANCE conrmuen

The Audit committee holds private meetings with the external
auditors after each commiitee meeting to review key 1ssues within
their sphere of interest and responsibility

To fulfil its responsibility for aversight of the external audit process,
the Audit committee reviewed

the terms, areas of responsibility, associated duties and scope
of the audit as set out In the external auditors’ engagement
letter for the forthcoming year,

the external auditors overall work plan for the forthcoming year,

the external auditors’ fee proposal,

the major 1ssues that arose during the course of the audit and
their resolution,

key accounting and audit judgements,

the level of errors identified dunng the audit, and

recommendations made by the external auditors in therr
management letters and the adequacy of management’s
response

Consideration 1s also given by the Audit committee to the need to
include the nsk of the withdrawal of the external auditors from the
market In its nsk evaluation and planning

Although KPMG Audit Plc has been the Company's auditor for

many years, KPMG penodically changes its audit partners at a group,
dwisional and country level, In accordance with professional and
regulatory standards in order to protect Independence and objectivity
and provide fresh challenge to the business Such changes are
carefully planned to ensure that the Company benefits from
continuity of staffing without iIncurnng undue nsk or Inefficiency

Stephen Oxley completed his five-year term as KPMG lead audit
partner, allowable under auditing standards, at the conclusion of
the audrt last year His successor, Richard Pinckard 1s expected to
continue as lead audit partner until the conclusion of the 2016 audit
Mr Pinckard was required by the Audit comrmittee to undertake a
detaled review of the external audit arrangements across the group
Thes included a review of senior audit executives and he presented
his findings and recommendations to the committee As part of

the normal partner rotation arrangements four divisional audit
executives changed during the year

The Audit committee 1s saunsfied with the auditors” effectiveness
and independence and has not considered it necessary this year to
conduct a tender process for the appaintment of its auditors Hawving
carned out the review described above and having satisfied itself
that the external auditors remain sndependent and effective the
Audit committee has recommended to the board that KPMG Audit
Plc be reapponted as the Company's external auditor {for 2012/2013
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The Audit committee has noted the changes to the UK Corporate
Governance Code introduced by the FRC in September 2012 and,
n particular, the requirement contained In the Guidance on Audit
Commuttees to put the external audit contract out to tender at least
every ten years The new Code 1s effective for accounting pernods
beginring on or after 1 October 2012 but the FRC has proposed
possible transitional arrangerments with respect to audit tendenng
{including a suggestion that tendenng should normally fit the five
yearly ¢ycle of partner rotation) which will be considered by the
Audit committee

The total fees paid 1o KPMG Audit Pic for the year ended
15 September 2012 were £8 7m of which £3 Om related to
non-audit work Further details are provided in note 2 to the
financial statements

Internal audit function

The Audit committee 1s required to assist the board to fulfil its
responsibilities relating to the adequacy of the resourcing and plans
of internal audit To fulfil these duties, the committee reviewed

« \nternal audit’s reporting ines and access to the committee
and all members of the board,

internal audit's plans and its achievement of the planned activity,

the results of key audits and other significant findings, the
adequacy of management’s response and the timeliness
of resolution,

* the appointment of the replacement for the retinng Director
of Financial Contral

statistics on staff numbers, gualifications and expenence,
and timeliness of reporting,

+ the level and nature of non-audit activity performed by internal
audrt, and

* changes since the last annual assessment in the nature and
extent of significant financial nsks and the group’s ability to
respond to changes in its business and the external
environment

The group’s whistleblowing policy contains arrangements for

the Company Secretary to receive, in confidence, complaints on
accounung, nskissues, internal controls, auditing 1ssues and related
matters for reporung to the Audit commuites as appropriate

The group’s ant-fraud policy has been communicated to all
employees and states that all employees have a responsibility
for fraud prevention and detection Any suspicion of fraud should
be reported immediately and will be investigated vigorously

The charman of the Audit commttee will be present at the
annual general meeting to answer guestions on this report,
matters within the scope of the committes’s responsibilities
and any significant matters brought to the committee s atiention
by the external auditors




Internal control

The board acknowledges its responsibilities for the group’s system
of internal control to facilitate the identification, assessrment and
management of nsk, the protection of shareholders’ investments
and the group’s assets The directors recognise that they are
responsible for prowiding a return to shareholders, which 1s
consistent with the responstble assessment and mitigation of nsks

Effective controls ensure that the group’s exposure to avoidable rsk
1s minimised, that proper accounting records are maintained, that the
financial information used within the business 1s reliable and that the
consolidated accounts preparation and financial reporting processes
comply with all relevant regulatory reporting requirements The
dynamics of the group and the environment within whech 1t operates
are continually evolving together with its exposure to nisk The
system 1s designed to manage rather than ehminate the nsk of
assets being unprotected and to guard aganst ther unauthonsed
use and the failure to achieve business objectives Internal controls
can only provide reasonable and not absclute assurance against
rmatenal misstatement or loss

The directors confirm that there Is a process for identifying,
evaluating and managing the nsks faced by the group and the
operational effectiveness of the related controls, which has been
i pface for the year under review and up to the date of approva! of
the annual report and accounts They also confirmn that they have
regularly reviewed the system of internal controls utlising the
review process set out below

Standards

There are guidelings on the mintmum groupwide requirements

for health and safety and envircnmental standards There are also
guidelines on the minimum level of internal control that each of the
divisions should exercise over specified processes Each bustness
has developed and documented policies and procedures to comply
with the mintmum control standards established, incfuding
procedures for monitonng comphance and taking corrective action
The board of each business Is required to confirm t-annually that
it has complied wiih these policies and procedures

High level controls

All operations prepare annual operating plans and budgets which
are updated regularly Performance against budget 1s monstored
at operational level and centrally, with vaniances being reported
promptly The cash position at group and operational level 1s
monitored constantly and vanances from expected levels are
investigated thoroughly

Clearly defined gundelines have been established for caprtal
expenditure and investment decisions These include the
preparation of budgets, appraisal and review procedures
and delegated authority levels

Financial reporting

Detalled management accounts are prepared every four

weeks, consolidated in a single system and reviewed by senior
management and the board They include a comprehensive

set of finangial reports and key performance indicators covering
commercial, operational, environmental and people Issues
Performance against budgets and forecasts Is discussed regularly
at board meetings and at meetings between operational and group
management The adequacy and sutability of key performance
indicators 1s reviewed regularly All chief executives and finance
directors of the group's operations are asked to sign an annual
confirmaton that their bustness has comphied with the Group
Accounting Manual in the preparation of consolidated financial
statements and specifically to confirm the adequacy and accuracy
of accounting prowvisions

Internal audit

The group's businesses employ internal suditors (both employees
and resources provided by Ernst & Young where appropnate) with
skills and expenence relevant to the operation of each business
All of the internal audit activiies are co-ordinated centrally by the
group's Director of Financial Control, who 1s accountable to the
Audit committee

All group businesses are required to comply with the group’s
financial control framework that sets out minimum control standards
A key function of the group's Internal audit resources 15 to undertake
audits to ensure comphance with the financial control framework
and make recomrendations for improvement in controls where
appropnate Internal audit also conducts regular reviews to ensure
that nsk management procedures and controls are observed The
Audit committee receves regular reports on the results of tnternal
audit's work and monitors the status of recommendations ansing
The committee reviews annually the adequacy qualifications and
experience of the group’s internal audit resources and the nature
and scope of internal audit activity in the overall context of the
group’s nsk management systemn set out below The Director of
Financial Control meets with the chairman of the committee as
approprate but at least annually, without the presence of executive
management, and has direct access to the Chairman of the board
He also meets at least annually with the Audit committee, without
the presence of executive management
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CORPORATE GOVERNANCE contmueo

Principal nsks and uncertainties

Each business Is responsible for its own risk management
assessment which s reported to the group’s Director of Financial
Control annually Our decentralised bustness model empowers the
boards and management of our businesses to identify, evaluate and
manage the rnisks they face on a tmely basis Key nsks and internal
control procedures are reviewed at group level by the board

We require all businesses to impternent approprate levels of nsk
management to ensure compliance with all relevant legislation
our group health, safety and environment policies, our overnding
business principles and group policies relating to them, taking into
account business needs and local circumstances

Each business 1s responsibte for regularty assessing its heaith, safety
and environmental nsks with managers, operators, contracting
companies and speciabist staff working together to identify hazards
Appropnate operational procedures and controls are put in place

to mitigate nisks and all employees are provided with appropriate
nformation, traiming and supervision Further details of our nsk
rutigation activities can be found in our Corporate Responsibiity
report at www abf co uk/cr-risks

The board rewiews annually the matenal financial and non-financial
risks facing our businesses and, on a rolling cycle basis, reviews the
effectiveness of the nsk management process and the resources that
our indivtdual businesses devote to them The pnncipal nsks currently
dentified by our businesses and reviewed by the board are

PEOPLE
issue Risk Mitigation
Product safety Reputational damage caused by food Food safety put before economic considerations
hygeene or safety incidents QOur businesses employ quality control spectalists and operate
Non-compliance with regulatory stnet policies to ensure consistently high standards are maintained
requirements In addition 1o the sourcing and handiing of raw materals
Food safety systems regularly reviewed to ensure efficacy and
legal compliance
Quality and food safety audits are undertaken at our
manufactunng sites
Documented and tested product recall procedures are embedded
in all our businesses and regularly reviewed
We proactively monitor the regulatory and legislative environment
as well as emerging scientfic research
Health and Health concerns over certain ingredients Our recipes are regularly reviewed and reformulation ts conducted
nutntion in food as necessary to optimise the nutntional profile of products

Inappropriate advertising to children

Our UK Grocery group has signed the UK government’s
'Responsibility Beal on Public Health' and associated pledges
to reduce salt, remove trans fats and promote healthy eating
and lifestyle options to cur employees

% Guideline Dally Amount labefing or equivalent nuintional
information is provided to consumers in the UK and Australia

Cur UK Grocery portfolio contains only a small number of
products specifically intended for children These products are
marketed responsibly, following accepted codes of practice and
within the parameters of a clear, operational business policy

Potential for fatal accidents and serious
injunes to employees and visitors

Workplace health
and safety

Group heatth and safety policy in place

Increased financtal tnvestment in health and safety management
Information and guidance prowided to our businesses

Internal and external audits of health, safety and management
reporting extended

Employee nghts | Non-complance with internationally

recognised standards

Inatulity to recrurt and retain tugh-calibre
people at all levels necessary to achieve
business performance targets and maintam
profitable growth

International Labour Orgarization convent:ons are taken into
account and we strive to observe the UN Universal Declaration
of Human Rights in the management of all businesses

Staff throughout the group are recruited, trained and rewarded
according to performance along

Groupwide whistleblowing policy in place and kept under review
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PEOPLE

Issue Risk Mitigation

Management Failure to plan for succession to key roles Each business has a succession plan which i1s reviewed with
succession could lead to a lack of management group management twice a year, and with the board, annually

continuity and sub-optimal operational
or financial performance

Development of our semor managers 1s co-ordinated by the Group
HR Birecior and the Head of Executive Development

A small number of executive search companies have heen briefed
to Introduce us to talented executives from other companies who
could add value to the group

Input costs,
supphers and
supply cham
reliability

Damage to brands caused by supply chain
weakness e g poor conditions for workers

Disruption to raw maternial supplies and
production caused by problems with
suppliers, natural disasters and other
incidents

Extensive audit programme for labour standards of suppliers

Continued work 1n partnership with suppliers and NGOs
0 improve working conditions e g via traming

Business continuity and disaster recovery planning regularly
reviewed

Ethical business

Penalties imposed or reputational damage

All group businesses required to sign up to the group’s Business

practices suffered through bribery, corruption or Principles and Anti-Bribery and Corruption policy with training
unfair competition provided to all staff
Reputational damage Businesses work co-operatively to ensure visibility of reputational
nsk wrthin supply chains and draw upon best practice management
expertise across the group including Pnmark and Twinings
ENVIRONMENT
Issue Risk Mitigation

Chimate change

Long-term increase in energy prces

Physical threats to operations from chimate
change e g flooding

Altered weather patterns affecting crop
productivity

Compliance with the group’s environment policy

Best available techniques emploved to reduce energy
consumption ~ statutory requirement for all sites subject
to the EU's Pollution Prevention and Control regime

Own electricity generated where possible, e g through combined
heat and power plants and use of bagasse {waste sugar cane fibre)

Agncultural raw materials sourced from a wide range of
geographical locations and supplers

Substanual iInvestment to improve environmental nisk
management and energy efficiency

Arr pollution

Unacceptable impact on environment and
oifence caused to local communities by
€rnISsIons to air

Plant and process changes assessed in advance before
authonsation sought As a minimum, comply with emrssion
standards in country of operation

Disposal of waste
and waste water

Legal sanction and reputational damage
because of non-compliance with
regulations and licences

Responsibility assigned to sentor execubives in all businesses
and specialists employed As a minimum, comply with standards
in country of operation

Our UK Grocery group supports the Courtauld 2 Cornmitment to
reduce packaging waste, the Food and Dnnk Federation *Fivefold
Environmental Ambition” and the Institute of Grocery Distribution
"Water Savings Initiative’

Waste reduced, re-used or recycled wherever practicable

Water availability

Water shortages and increased cost
of water

Waterantensive sites in areas of water stress identified, and
efforts focused on water reduction in these areas

Investing heawvily in the quality of our water usage data to enable
improved monitoring and management of our water use
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CORPORATE GOYERNANCE conrivuen

ENVIRONMENT

Issue

Risk

Mitigation

Resource efficiency

Unnecessary costs from inefficient use

of natural resources

Use of raw matenals optirmised

Packaging waste minimised consistent with food safety
and product protection

Fuel consumption In transpert minimised

Palm oil Reputational damage from unsustainable | Group policy introduced to buy all palm ol from sustainable
sourcing of palm ol sources by 2015

Genetically Consumer concern over use of GM Recogrised as a sensitive 1ssue for some consumers and

modified (GM) erops | food ingredients trends monitored by market

FINANCIAL AND REGULATORY

issue Risk Mitigation

Competition rules

Penalties for falfing to comply with 1998
Competitton Act, the 2003 Enterprise Act

relevant EU law and all relevant competition

legislation

Clear pohcy direction and close support from specialist in-house
legal department

Compulsory awareness training

Global economic
slowdown and
changing consumer
demand

Demand for our products declines due to
uncertainty over economic outlook and
impact on disposable incomes

Mitgated by diversity of business portfolio and geographic reach

Substaniual investment In research and development, product
quality, advertising and promoticn, and focus on cost
management

Financial, currency
and commodity
risks

Loss sustained as a result of failure of
internal controls or fraud, and exposure
to foreign currencies, interest rates,
counterparty credit nsk, iquidity risk,
and changes in market prices especially
for energy and commaodities

Adherence to the group’s financial control framework and
anti-fraud policy

Treasury operatons are conducted within a frarmework of
board-approved policies and guidelines

Sufficient funding 1s maintained by way of external loans and
commutted bank facilities which are renewed or extended on a
timely basis having regard to the group’s projected funding needs

Financial transactions are dealt through financial institutions with
a credit raung of A or better Detalls of the group’s accounting and
nsk management policies with respect 1o financial instruments
and associated gquantitative and qualitative disclosures are set

out 1n note 24 on pages [93-104]

Tax compliance

Fallure to comply with local tax law
resulting 1n underpayment of tax and
exposure to related interest and penalties

The group has a financial control framework and a board-adopted
tax policy requinng all businesses to comply fully with all relevant
local tax law

Provision 1s made for known 1ssues based on management’s
interpretation of country-specific tax law and the likely outcome
Any interest and penalties on tax 1ssues are provided for In

the tax charge

Loss of a major site

The loss of one of our key sites could
present significant operational difficulties

Our businesses have business continuity plans in place to
manage the impact of such an event and group insurance
programmes to mitigate the financial conseguences
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FINANCEAL AND REGULATORY

issue

Risk

Mitigation

Regulatory and
pohtical

Fallure to recogrise political or cultural
differences in the many countries in which
we operate could directly impact the
success of our operations

Proposals to end sugar quotas in 2015

We remain vigilant to future changes and the increased nsk
presented by emerging markets

We engage with governments and NGOs to ensure the views
of our stakeholders are represented and we try to anticipate,
and contnbute to, impaortant changes in public policy

Qur financial control requirements are consistently applied
wherever we operate

We are exploning alternative opttons with EU policymakers

Ma)or capital
projects and
acquisitions

Risk of overspending initial cost estimates,
overrunning construction tmelines and
falure to meet design specifications

All major projects are managed by dedicated teams who work
in close llaison with business management

Project plans are reviewed and approved by group management
and, for larger projects, by the board Updates on progress are
provided throughout the project
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REMUNERATION REPORT

Introduction

2011/12 was a very good trading year for the group with adjusted
operating profit and adjusted earnings per share substantially ahead
of last year These excellent results have been achieved despite
some continuing operational challenges and difficult trading
conditons expenenced by one or two of our businesses, as well as
a non-cash charge of £98m for the impawrment of assets in George
Weston Foods in Australia

The performance graph below illustrates the performance of the
Company over the past five years from September 2007 to September
2012, i terms of total shareholder return compared with that of the
comparies compnsing the FTSE 100 index This index has been
selected because It represents a cross-section of leading UK companies

At close of business on 14 September 2012, the last trading day
before the end of the financial year, the market value of the Company's
ordinary shares was 1275p Dunng the previous 12 months, the
price ranged from 1063p to 1336p

The Remuneration committee

The Remuneration committee ts responsible to the board for
determining the remuneration policy for executive directors together
with the specific terms and condmions of employment of each indmidual
director, and for reviewang the overall policy for executive remuneration

The government has announced new remuneration reporting
proposals, the aim of which 15 to improve transparency of reporting
in the area of executive pay and to give shareholders greater power
over future pay policy The Remuneration commiitee welcomes
these developments and, i the corming year, will be reviewing its
remuneration practices and reporting (n Iight of these proposed
reforms This report has been spht into ‘pelicy” and "implementation’
sections to reflect the proposed reforms

The board has recently reviewed the remit of the Remuneration
committee Insummary it has agreed that the Remuneration
comrnittee will

» determine and agree the framework or broad policy for the
remuneration of the Chairman and the executive directors of
the Company,

» determine the framework or broad pohicy for the remuneration
for the first ine and second line reports to the Chief Executive
and approve indwvidual remuneration decisions when propesed
arrangements fall outside the broad policy for remuneration,
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ensure that the executive directors and first line and second line
executives are provided with appropnate stretching incenuves
to encourage enhanced performance and are, In a farr and
responsible manner, rewarded for their contributions to the
long-term success of the Company,

review the remuneration trends across the Company or group
when determining the remuneration policy for executive directors

» consider and deterrmine all elements of the remuneration of the
executive directors, receiving advisory information on the same
in relation to the remuneration of the first ine executives,

+ approve the design, determine targets for and monitor the operation
of any performance-related pay schemes operated by the Company,
and approve total annual payments under such schemes, and

consider and deterrine other provisions of the service agreements
of the executive directors and ensure that contractual terms on

termination and any payments made, are far to the mdwdual and
the Comipany and that falure 1s not rewarded and loss 1s mitigated

Remuneration policy
The overall remuneration policy of the Company aims to

* provide alignment between remuneration and the Company's
business objectives

* align executwe rewards with shareholder valug,
» attract and retain high-calibre executive directors,

* motivate executive directors to achieve challenging
perforrmance levels and reward them for so doing,

« recogruse both ndividual and corporate achievernent, and
* reflect the diverssty of the group’s interests

The remuneration of executive directors Is deterrmined by the
Remuneration committee taking inte account group performance,
individual performance and competitive market practice as well as
the pay and conditions of the group's UK employees The total
annual remuneraticn of executive directors comprnises base salary,
a cash bonus, shares granted under a long-term incentive scheme,
pension provisions and other benefits

The Remuneration committee continues to believe that a substantial
element of compensation should be st nisk” in order to dnve and
reward performance and to align better the interests of executives
with those of shareholders The proportion of vanable pay in the
form of annual performance bonus and long-term incentives
compared to base salary for executive directors 1s unchanged at
around 16 to 1 for on target’ performance No increase in incentive
awards 15 proposed for 2012/13

The composition of the executive directors’ remuneration packages
for “on target’ and maximum performance s set out below




First ine reports to the Chief Executive and other serwor executives are also rewarded broadly within the same overall remuneration policy
as executive directors in order 10 ensure farness and common purpose across the group Other executives therefore participate in
incentive arrangements similar to those of the executive directors, but with lower levels of potential payout The proportion of vanable pay
to base salary for first ing executives 1s unchanged at around 1 10 1 for 'on-target” performance Ne changes to incentive yields or structures
are proposed for 2012/13

Base salary

Base salanes are reviewed i refation to median market data for comparable companies in terms of size, market sector and complexty Other
considerations are ndividual expenence, performance, and scope of responsibility The committee also recenves an annual update from the Group
HR Director concerning the level of increases awarded to UK employees across the group Base salanes are normally reviewed on an annual basis
or following a significant change in responsibilities

Annual bonus
Executive directors and other senior executives are eligible to participate in an annual cash-based bonus scheme with payments based on
the achievement of stretching financial targets and personal performance assessed against ndwvidual short and medium-term objectives

The group comprises a very diverse set of businesses which are required to deliver financial progress over both the short and long term
Financial targets for all executives are set on a business-by-business basis and reflect what can be directly influenced and the area of work
for which each executive 1s accountable Adjusted operating profit and working capital were chosen as the pnme financial measures as they
are common metrics which are used across the group on a day-to-day basis to drive and monitor business performance

At the start of the financial year, budgeted operating profit i1s set as the ‘on target performance level, and the Remuneration committee
determines the range of operating profit at which mimmum and maximum incentive payouts will be made Simularly, the target and range for
average working capital as a percentage of sales 1s determined at the start of the financial year This metnc 1s used as a multplier to the
bonus achieved for adjusted operating profit, whereby that bonus can be enhanced or reduced by up to 20%

The maximum annual performance bonus opportunity for executive directors in 2011/12 was 150% of base salary Of that 150%, up to
130% of base safary may be paid for achsevement of financial results as outlined above and up to 20% of base salary may be paid for
achievement of specific personal objectives Bonuses to be paid to each of the executive directors for the personal element are based
on an assessment of therr ndividual performance against specific objectives for the approprate financial year

‘On target’ financial performance wall yie!d a bonus of half the maximum financial payout, and two thirds of the potential personal
performance element will be deemed ‘on target’, giving an overall total of around 78% of base salary for on target’ performance

The structure and value of the annual performance bonus 1s shown below

Structure and value of exacutive directors annual performance bonus

Financial results Personal elerment Total bonus
Madification

Payout based to payout based Overall

on operating on averaga financial

profit only working capital payout
Maximum 108 3% ®x12 130 0% 200% 150 0%
On target 65 0% x10 65 0% [Plus 133% | = 78 3%
Threshold 15 0% xQ8 12 0% 00% 12 0%

The Remuneration committee regularly reviews the annual performance bonus plans for both executive directors and for other groups of
executives below board level to ensure that remuneration packages remain at a level sufficient to attract and retain ugh-calibre individuals
No changes to annual performance bonus plans are proposed for 2012/13

Long-term incentives

Long-term incentives are pawd 1n shares to reward long-term business growth and to promote executive retention The Associated British
Foods Executive Share Incentive Plan 2003 ('the Share Incentive Plan’) was established following shareholder approval at the 2003 annual
general meeting This plan provides for long-term awards to be made 10 the form of conditional allocations of shares, subject to agreed
performance targets being satishied over a specified three-year penod

Since 2006, annual allocations of conditional shares have been made to executive direciors and other senior executives, thereby creating

a senes of overlapping three-year performance periods The first four allocations to executive directors had 2 maximum face value of 125%
of base salary In December 2010, following agreement from shareholders at the annual general meeting, the maximum grant level under
the Share Incentive Plan was increased to 200% of base salary This increase was to ensure that long-term incentive plan opportunities
remaned competitive and commensurate with the increased size, complexity and international reach of the organisation The share
allocations made to executive directors in 2010 and 2011 were at 200% of base salary No further changes to the long-term incentive

plan yields are ptanned at the present time
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Since 2006 group performance for the Share Incentive Plan has
been measured against an absolute range of 5% 10 11% compound
annual growth 0 adjusted earnings per share Adjusted earnings
per share remains the measure chosen for long-term group
incentives because

» treflects the group’s objective of sustained long-term
earmings growth,

*» it 1s a measure which 1s well understood both by participants
and shareholders,

* 1115 a published figure wath imited adjustments, and
* 1t encompasses the diverse nature of the group

An absolute, rather than a relative measure 1s used, as the group is
a global business for which UK inflation factors are of irmited impact

Other financial measures have been considered, but found to be
unhelpful or inappropriate Measures which require testing against
a group of compames for example, relative TSR, are difftcult to use
given the problem of finding appropnate comparator companies
Cash flow or return measures have been considered, but these are
to some extent already encompassed within the earnings per share
measure, are likely to require many adjustments over a three-year
penod, and may reward volatility and thus detract from a direct
growth measure

Under the current terms of the Share Incentive Plan the sixth allocation
of conditional shares will be made on or after 23 November 2012 for
the new performance penod September 2012 to Septernber 2015

The Remuneration committee has reviewed the performance criteria
and has determined that this allocation should again be measured
against an absolute range of 5% to 11% compound annual growth

in adjusted earnings per share In setting long-term targets, the
Remuneration committee has taken inte account the volatility
present in many of the markets in which the group operates as well
as the scale of investments made in the pursuit of long-term growth
The Remuneration commitige believes that the 5% to 11% compound
annual growth range remains achievable but stretching over the next
three-year penocd

When the LTIP arrangements were amended in 2006 and annual
share allocations were introduced, the new Share Incentive Plan
was designed to pay out an average of around 50% of the maximum
long-term incentive plan opportunity each year over tme Given the
results of the LTIP scherne to date, analysts’ forecasts and the internal
forecasts for the next few years the Remuneration committee
considers that this "on target’ expectation i1s achievable, and shoutd
prowide a fair but stretching incentive for executives

Structure and value of executive directors’ long-term
Share Incentive Plan

Award as Adjusted

% of base earnings

salary per share

Maximum 200% 11%
Cutin 20% 5%

Associated Brit:sh Foods Annual Report and Accounts 2012

Long-term incentives for first and second Iine executives with
dwisional responsiility are largely measured aganst adjusted
operating profit and working capital targets, rather than group
adjusted earnings per share, and indwidual business performance
targets are set at the beginning of each three-year cycle by reference
10 the specific business for which each executive 1s directly
responsible The level of long-term share awards for dvistonal
executives therefore depends on the level of performance achieved
In each business

Shareholding requirement

In 2010, at the same time as approving increases to the maximum
grant levels under the Share Incentive Plan, the Remuneration
commuttee also agreed that those executives who most closely
influence the sustained long-term growth of the Company should
be required to demonstrate therr commatrment to the Company by
ahgning their personal interests to the success of the group and its
shareholders Consequenty, from 2013 executive directors and all
first ine reports to the Chief Executive are expected to buld and
maintain a shareholding tn the Company to a value at least equal to
therr pre-tax base salary In order to achieve this target, executives
will be required to retain at least 50% of any post-tax shares vesting
each year from 2013, until such tme as the appropnate leve! of
shareholding has been reached and then to manage therr
shareholding 1n such a way as to continue to meet the requirement

Other executives participating in the Share Incentive Plan are now
encouraged to bulld up a beneficial interest in the Company, but are
not required to do so No further changes are planned at the
present time

Pensions

The Remuneration commuttee aims to ensure that retirement
benefits are in ine with best practice standards adopted by major
companies in continental Europe and the United Kingdom

The Cornpany provides a final salary, defined benefit arrangement
for executives who were employed before the scheme was closed
10 new entrartts n October 2002 This scheme 15 designed to
provide retirement benefits of around two thirds of final pensionable
salary at normal retirement age Executives employed after this date
henefit from defined contribution arrangements Both schemes are
HM Revenue & Customs approved

Following recent governmental changes regarding the taxation of
pensions and the potential impact that any proposals would have on
tugh earners, the Corpany introduced flexible accrual and contnbution
options to enable executives to mitigate their tax lisbiliies

The executive directors were both members of the defined beneint
scheme, but opted out of this scheme on 5 Apnl 20086, and since
then have earned benefits in the Employer Financed Retirement
Benefit Scheme (EFRBS) The EFRBS 1s urregistered, but 1s
designed to broadly mirror the provisions of the final salary
defined benefit arrangements

Benefits

Execuiive directors are also entitled to the provision of a fully
expensed company car, private medical insurance, life assurance,
home and mobile telephone costs and the reimbursement of
reasonable business expenses




Remuneration of non-executive directors

The board reviews non-executive directors’ fees penodically in the hght of fees payable In comparable companies and the impartance
attached 10 the retention and attraction of high-calibre Individuals as non-executive directors Fees are paid on a per annum basis and are
not varied for the number of days worked Non-executive direciors receive no other benefits and take no part in any discussion or decision
concermng therr own fees

Fees for both the Chairman and other non-executive directors were last increased on 1 December 2010 and will be reviewed again on
1 December 2012

Directors’ service contracts
It 1s the Company’s policy that all executive directors have rolling contracts with 12 month notice penods and that, {with the exception of
Galen Weston whe retired as a director on 9 December 2011) all non-executive directors have rolling contracts with 6 month notice penods

The Company’s Articles of Association require that all directors retire from office If they have not retred at erther of the preceding two
annuat general meetings In any event, at this year's AGM, all directors are standing for re-election in comphance with the UK Corporate
Governance Code

Detalls of the contracts of service of directors who served dunng the year ended 15 September 2012 are set out below

Effective
date Notice Nouce Unexpired
Date of of current period from penod from portion of
apposniment contract Companv director service contract
Charles Sinclair 011008 210409 6 months 6 months  Rolling contract
George Weston 1904 99 010605 12months 12 months  Rolling contract
John Bason 04 05 99 160399 12months 12 months  Rolling coniract
Tim Clarke 031104 031104 6Gmonths 6 months  Rolling contract
lLord Jay 011106 011106 6 months 6 months  Rolling contract
Javier Ferran 011106 011106 6 months 6 months  Ralling contract
Peter Smith 28 02 07 280207 6 months 6 months  Roling contract
Emma Adamo 0g12Nn 081211 6 months 6 months  Rolling contract

The Remuneration committee takes the view that the entitiement of the executive directors to 12 months’ notice of termination of
employment is in ine with the practice of many comparable companies Executive directors” service contracts also provide for payment
in heu of notice at the Company’s discretion

The Remuneration committee’s aim 1s always to deal farrly with cases of termination whilst taking a robust ine in minimising any
compensation and ensuring that falure s not rewarded The Remuneration commuttee has given due consideration to the
recommendatons contained in the UK Corporate Governance Code regarding inclusion of explicit provisions in directors’ service contracts
for compensation cormmitments in the event of early termination The Remuneration committee will continue to keep under review its
current practice, which 1s not to include such provisions in order to enable it to respond appropnately to particular circumstances In such
situations the Remuneration committee will consider the appropriate use of mitigation

Executive directors serving as non-executive directors
The Remuneration committee has determined that executive directors serving as non-executive directors of other companies may retain
any fees earned
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Implementation report for 2011/12

Remuneration committee composition

The Remuneration commutiee currently consists of five non-executive directors The members of the committee who held office dunng
the year and at the date of this report are

Charles Sinclair {Chairman)

Tim Clarke (Senior Independent Director}
Lord Jay

Jawvier Ferran

Peter Smith

The committee met on five occasions dunng the year

Consultants

The Remuneration committee has retaned Towers Watson to provide independent market information and remuneration advice Towers
Watson does not provide any other consulting services to the Company In addition to Towers Watson, the following people provided
material advice or services 1o the committee dunng the year

George Weston, Chief Executive
Des Pullen, Group HR Director

George Weston did not advise in respect of his own remuneration The Group HR Director and Towers Watson provided support and
laison throughout the year

Base salary

Executive directors’ salanes were reviewed on 1 December 2011 1n accordance with normal policy The salaries of George Weston and
John Bason were both increased by around 3 8% In ine with average increases for UK executives across the group George Weston's
salary 1s now £350,000 per annum and John Bason's salary 1s £625,000 per annum

Executive directors’ salaries are next subject to review on 1 December 2012

Annual bonus

There will be a payout of 78 3% of salary to executve directors In respect of the financial element of the annual bonus for the 2011/12 financial
year This reflects the very strong performance of the group when adjusted operating profit was well above expectations, afthough the working
capital performance lowered the potential payout of the financial element of the bonus by around 15 5%

Following a review of individual periormance against specific objectives for the 2011/12 financial year, the Remuneration committee has
determined that George Weston will receive 12 65% and John Bason 14 5% of base salary for the personal element of the annual bonus
These percentage awards both represent goed overall performance with major objectives having been achieved

Long-term incentives
For the three-year performance penod ended September 2011 the compound annual growth in adjusted earnings per share was 10 46%,
resulting in a release of 83 8% of the shares allocated in November 2008

The executive directors’ interests in shares under the Share Incentive Plan are as follows

Market Shares Market Condiional Conditional

price at End of vested pnce st Valua allocations allocations

Award dateof performance Vesting duning date of vested  of shareses  of shares as

date award {p) penod date the year vesung (p} £ at 17091 at 1509132

George Weston 211108 656 00 170911 211111 131 743 10737 1414 503 167.203 -
231109 83350 150912 231112 - - - 128,974 128,974

201210 1076 00 14 0913 231113 - -

162,268 162,268

231N 1098 40 130914 241114 - - - - 166 606
John Bason 211108 656 00 170911 2111 87,827 10737 942,988 104,802 -
231109 833 50 150912 231112 - - - 86 608 86 608
201210 1076 00 14 0913 231113 - - - 108,922 108,922
231 1098 40 130914 241114 - - - - 109,614

For the three-year performance perod ended September 2012, the compound annual growth in adjusted earnings per share was 14 76%
The Remuneration committee has, however, determined that as a result of the asset imparment charge of £98m in the 2012 financial
statements in connection with the Don KRC business, it would be appropnate for them to apply therr discretion under the Share Incentive
Plan to reduce the vesting proportion from 100% to 97 42% Therefore, in November 2012 executive directors will receve 97 42% of the
condimonal shares altocated in 2009

As long-term incentives for executives with divisional responsibility are largety measured against adjusted operating profit and working
capital targets set by reference to the business for which each executive 1s directly responsible, the long-term share awards for these
executives depend on the level of performance achieved in each business In 2012, 55 senior executives, excluding the executive directors,
representing 77 5% of all eligible participants, will receive a release of shares in Novemnber
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Shareholding requirement

The requirement for executive directors and all first line reports to the Chief Executive to build up a shareholding in the Company to a value
at least equal to therr pre-tax base salary will come into force 1 2013 At the date of this report, both George Weston and John Basen are
already fully cornpliant with this requirement

Directors’ interests
The directors of the Company as at 15 September 2012 had the following interests n the shares of the Company notifiable under the
Disclosure and Transparency Rules

As at As at
15 September 17 September
2012 2011
Charles Sinclair
Associated Briush Foods plc, ordinary shares of 5'%2p 12,760 12,760
George Weston
Wittington Investments Limited, ordinary shares of 50p 23,681 2,367
Associated Briish Foods plc ordinary shares of 5%z1p 3,324,369 3,261 340
John Bason
Associated Britsh Foods ple, ordinary shares of 5'%zp 60,337 55,001
Tim Clarke
Associated Briish Foeds ple, ordinary shares of 5'%/22p 4,000 4,000
Lord Jay
Associated British Foods plc, ordinary shares of 5'%/zp 500 500
Jawvier Ferran
Associated British Foods ple ordinary shares of 5'5/z:p 2,400 2400
Peter Smith
Associated Briush Foods ple ordinary shares of 5'%/2p 2,000 2000
Emma Adamo
Wittington Investments Limited, ordinary shares of 50p 1,322 nfa
Associated Briish Foods ple, ordinary shares of 5'5/2p 466,234 n/a

The interests above remamed the same at 6 Novernber 2012

Pensions

The table below shows both the defined bensfit pension entitlements from the ABF Scheme and EFRBS where appropriate, of executive
directors of Associated British Foods plc who were members of the ABF Scheme during the year ended 15 September 2012 Pension
entitlements and corresponding transfer values increased as follows during the year

Increase Total Value of Value of Value of
Increase n accrued accrued Director s net increase accrued accrugd  Total change
w accruad pansion net pensionat  contnbutions tn accrual pension at pension at In value
pension of inflahion 150912  dunng pernicd over pariod 150912 170911  dunng penod
£0C0 pa £000pa £000pa £000 £000 000 f£cod £000
{A) {B} 1 sl {E} F} G) {H)
George Weston 33 25 406 20 283 5105 3,787 1,298
John Bason 23 18 232 20 312 4,493 3 408 1067

Notes

1 Pension accruals (Al and (C) are the amounts which would be paid annually on retirernent based on service to the end of the year,
or earlier retirement

2 The pension values (E), (F) and (G} are transfer values calculated in accordance with Occupational Pension Schemes {Transfer Values)
Regulations 2¢08

3 The increase in accrued pension net of inflation {B) uses a CPI based inflation figure as opposed 1o previous years which were based
on RPI

4 The value of netincrease in pension {E) represents the incremental value to the director of his pension benefits during the year, resutung
from additional service and increases in salary It 1s based on the increase in accrued pension net of inflation (B} after deducting the
director’s contribution dunng the year (D)

5 The change i the transfer value {H) includes the effect of fluctuations in the transfer value due to factors beyond the control of the
Company and directors, such as stock market movements The directors’ contnbutions during the year are excluded from this value

6 Both directors opted out of the ABF Scheme on 5 Aprnl 20086, and since then have earned bengfits in the Employer Financed Retrement
Benedit Scheme (EFRBS) The figures shown represent the aggregate of benefits in the ABF Scheme and the EFRBS

7 Voluntary contributions paid by directors and resutting benefits are not shown

8 Pension benefits include a 50% spouse’s pension Pensions are guaranteed to increase in ine with RPI bmited each year to 5% (2 5%
for benefits accrued post 1 January 2008) Addrtional discretionary increases 10 pensions in payment have been granted in the past

9 As in previous years the directors’ contributions during the period (D) recognises the amount of satary sacnfice made by the directors
in lieu of paying contributions Both directors ‘contnbute’ 15% of the scheme-specific salary cap so the amount is the same for both
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Benefits

The taxable value of a fully expensed company car, private medical insurance, hife assurance, home and mobite telephone costs and the
reimbursement of reasonable business expenses 1s iIncluded in the table of directors’ remuneration below Where benefits are taken n cash
they are included in *Other benefits’ Benefits which are taxed as ‘Benefits in kind’ are shown separately

Summary of directors’ remuneration
The remuneration paid to all directors for the year to 15 September 2012 was as follows

Salary Annual Benefits Other Total 2012 201
or fees bonus' n kind benefits bensfits total total
£000 £000 £000 £000 £000 £000 £000
Non-executive directors
Charles Sinclar 333 - - - - 333 327
Tim Clarke 72 - - - - 72 70
Lord Jay 60 — - - - 60 58
Javier Ferran 60 - = - - 60 58
Peter Smith 72 - - - - 72 70
Emma Adamo 48 - - - - 46 -
Galen Weston il - - - - - -
Executive directors
George Weston 918 864 1 13 14 1,796 1337
John Bason 597 580 3 13 16 1,193 884

' Bonus will be paig in December 2012 for the financial year 2011112

Executive directors serving as non-executive directors
During the year, George Weston served as a non-executive director of Wittington Investments Limited for which he received no
compensatien

John Bason is a non-executive director and chairman of the Audit commuttee of Compass Group PLC, for which he recerved a total fee of
£103,000 in the 2011/12 financial year He also served as a trustee of Voluntary Service Overseas and as deputy chairman of the charity
FareShare, but received no compensation in respact of either of these roles

Compliance statement

Thus report sets out the policy and disclosures on directers’ remuneration as required by the Large and Medium-sized Companies

and Groups {Accounts and Reports} Regulations 2008 issued under the Companies Act 2006 'the Act’} In accordance with the Act,

a resolution to approve this report will be proposed at the forthcoming annual general meeting of the Company The vote will have advisory
status in respect of the remunesation policy and overall remuneration packages and will not be specific to Individual levels of remuneration

KPMG Audit Plc has audited the report to the extent required by the Large and Medium-sized Companies and Groups (Accounts and
Reports) Regulations 2008, being the sections in the Implementation report for 2011/12 above entitled *Directors’ interests’, "Long-term
incentives’ ‘Pensions’ and "Summary of directors’ remuneration’

By order of the board

Paul Lister

Company Secretary .
6 November 2012
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OTHER DISCLOSURES

Business review

The Companies Act 2006 requires the Company to set out in the
Directors’ report a fair review of the business of the Company during
the financial year ended 15 September 2012 including an analysis of
the posttion of the business &t the end of the financial year and a
description of the principal rnisks and uncertainties facing the
Company (the 'Business review') The purpose of the Business
review IS to enable shareholders to assess how the directors have
performed ther duties under section 172 of the Companies Act
2006, being the duty to promote the success of the Company

The infermation that fulfils the requirements of the Business

review can be found in the following sections of this report

* Chairman’s statement on pages 14 and 15,
¢ Qur group at a glance on pages 12 and 13,

¢ QOperat:ng review on pages 16 to 29, which includes a review of
the external environment, key strategic aims and performance
rmeasures,

* Financial review on pages 30 and 31,
¢ Corporate responsibility on pages 32 to 35,
¢ Principal nsks and uncertainties are descnbed on pages 48 to 51,

¢ detalls of the principal operating subsidianes are set out on
page 109, and

» information on essential contracts or arrangements on page 61

Principal activities

The activities of the group principally concern the processing and
manufacture of food worldwide and textile retailing in the UK and
centinental Europe Comments on the development of the business
during the penod under review and on the future outlook are
contained within the Chairrman’s staternent on pages 14 and 15

and the Operating review on pages 16 to 29

The Company 1s the holding company for the Associated British
Foods plc group {"the group } Detalls of the principal operating
subsidianes are set out on page 109

The audited financial statements of the group and Company appear
on pages 64 to 115

Results and dividends

The conschdated income statement 1s on page 64 Profit for
the financial year attributable to equity shareholders amounted
to £655m

The directors recommend a final dividend of 20 Op per ordinary
share, to be paid, if approved, on 11 January 2013 which, together
with the intenm dividend of 8 Bp per share paid in July, amounts to
2B 5p for the year Dividends are detalled on page 80

Research and development

Innovative use of existing and emerging technologies will continue
1o be crucial to the successful development of new products and
processes for the group

The Company has a major technical centre in the UK at the Alled
Technical Centre Facilties also exist at ACH Food Companies in the
US, Weston Techno'ogies and AB Mauri in Australia and the
Netherlands, and AB Enzymes in Germany These cenires support
the technical resources of the trading divisions n the search for new
technology and in monitoring and mantaining high standards of
quality and food safety

Chantable and pohitical donations

Contnbutions to chantable orgarusations by the group dunng the
year totalled £3 4rm {2011 - £2 7m) No politicat donations were
made during the year

Financial instruments

Detalls of the group's use of finangal nstruments, together with
information on our nsk objectives and pohicies and our exposure to
price, credit, iquidity, cash flow and interest rate nsks, can be found
tn note 24 on pages 96 to 107

Payments to suppliers

The Company has no material trade creditors but has a group
policy on payment of suppliers set cut In 1ts business principles
which states that the group settles its bills promptly, being a
signatory to the Prompt Payment Code The suppliers are made
aware of the terms of this policy Further information conceming
the Prompt Payment Code and copies of it, ¢an be found at
www promptpaymentcode org uk

Employees
Employees are the group’s most important resource, and it therefore
abides by the following principles

» equal opportunities - 1t 1s committed to offering equal
opporturities in recruitment, training career development and
promotion to all people, including those with disabilimes having
regard for their particular aptitudes and abilities As a matter
of pohcy, full and fair consideratien 1s given to applicants with
disabilities and every effort 1s made to give employees who
hecome disabled whilst employed by the group an opportunity
for retraining and for continuation in employment [t s group
policy that the training, career development and promotion of
cisabled persons should as far as possible, be the same as
that of other employees,

health and safety — health and safety are considered as equal
In impertance to that of any other function of the group and
its business objectives The policy and a full global report 1s
avallable on the Company’s website at www abf co uk

harassment — the group will not tolerate sexual, mental or physical
harassment in the workplace It expects incidents of harassment
10 he reported to the appropnate human resources director,

human nghts — managers must take account of the core
International Labour Organization labour conventions and strive
to observe the UN Universal Declaration of Human Rights, by
respecting the digrity and human rights of its empioyees and in
particular as stated below

"Universal respect for an observance of human nghts and
fundamental freedoms for all without discrimination as to race,
sex, language or religion

It rernunerates fairy with respect to skills, performance, 1ts peers
and local conditions

communication — the group will brief and consult employees
and their representatives on all relevant matters on a regular
basis in order to take ther views into account with regard to
decision-making and to achieve a common awareness of all the
financial and economig factors affecting the performance of the
group information relevant to the employees will be provided
systematically to employees, and
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* secunty — the secunty of our staff and customers s paramount
and the group will at all tmes take the necessary steps to
minimise nsks to their safety

Property, plant and equipment

The group's property, plant and equipment are included in the
financial statements at depreciated histonc cost The properties are
employed in the business and many of them were acquired whan
market values were substantially lower than at present The directors
consider that a surplus over book value exists, but have not
quantfied the excess

Substantial shareholding and controlling interest
Detalls of a controlting interest in the shares of the Company are
given In note 28 on page 109

As at 31 Qctober 2012, the Company had received formal
notification, under the Disclosure and Transparency Rules, of the
following maternial interest i its shares

Number % Date of

of ordinary of issued natification

Shareholder shares shara capital of intergst
The Capital Group 4 September
Companies, Inc 24,295,000 3 0688 2012

Power to 1ssue shares

At the last annual general meeting, held on 9 December 2011, authonty
was given to the directors to allot unissued relevant secunties in the
Company up to a maximum of an amount equivalent to two thirds of
the shares in1ssue {of which one third must be offered by way of nghts
issue} This authonty expires on the date of the annual general meeting
to be held on 7 December 2012 No such shares have been 1ssued
The directors propose to renew this authority at the annual general
meeting to be held on 7 December 2012 for the following year

A further special resolution passed at that meeting granted authority
to the directors to allot equity securities In the Company for cash,
without regard to the pre-emption prowisions of the Companies Act
2006 This authonty also expires on the date of the 2012 annual
general meeting and the directors will seek to renew this authorty
for the following year

Power to purchase own shares

The Companies Act 2006 empowers the Company to purchase its
own shares subject to the necessary shareholder approval The
Company has no existing authority to purchase 1ts own shares

Directors

The names of the persons who were directors of the Company
during the financral year and as at § November 2012 appear on pages
36 and 37 twith the exception of Galen Weston who resigned as a
non-executve director of the Company with effect from the close of
the last AGM held on @ December 2011) All the current directors are
standing for election or re-election at this year's AGM 1n December

Appointment of directors

The Company’s Ariicles of Assoctation (the ‘Articles’) give the
directors power to appoint and replace directors Under the terms
of reference of the Nomination commuittes, any appointment must
be recommended by the Nomination committee for approval by
the hoard of directors A person who is not recommended by the
directors may only be appointed as a director where details of
that director have been prowvided at least seven and not more

than 35 days pnior to the relevant meeting by at least two
members of the Company
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The Articles also require directors to retire and subrmit themselves
for election at the first annual general meeting following appointment
and all directors who held office at the time of the two preceding
annual general meettngs, and in any event not less than one third

of the relevant directors {excluding those directors who retire other
than by rotation), to submit themselves for re-election In any event,
the board has decided that all directors will stand for election or
re-election at the AGM this year in compliance with the UK
Corporate Governance Code

Power of the directors

The directors are responsible for managing the business of the
Company and may exercise al! the powers of the Company subject
10 the provisions of relevant statutes, to any directions given by
spectal resolution and to the Comgpany’s Articles The Articles, for
example contain specific provistons and restrictions concerning the
Company's power to borrow money As indicated above, powers
relating to the 1ssuing of shares are also included in the Articles and
such authorities are renewed by shareholders at the annual general
meeting each year

Articles of Association
The Articles themselves may be amended by special resolution of
the sharehoiders

Directors’ iIndemnities

Three directors of operating subsidianes benefited from qualifying
third-party indemnity provisions provided by the Company’s wholly
owned subsidiary, ABF Investments plc, during the financial year
and at the date of this report

Significant agreements

The group has contractual arrangements with many parties including
directors, employees, customers, supphers and banking groups The
following arrangerents are considered to be significant in terms of
their potential impact on the business of the group as a whele

* the group has a numnber of borrowing facilities provided by
various banking groups These facility agreements generally
include ¢change of control provisions which, 10 the event of a
change in ownership of the Company, could result in their
renegotiation or withdrawal The most significant agreements
are the £1 15bn syndicated loan facity which was signed on
13 July 2010 and under which there were no drawdowns at the
year end and the £120m loan from the European Investment
Bank which was signed on 5 December 2007 and under which
£120m was drawn down at the year end,

in addition to these bank facihties, in March 2009 the Company
1ssued US$610m of private placement notes to institutional
mnvestors and, in December 2011 and March 2012, the
Company issued a further US$626m of private placement
notes In accordance with the scheduled maturities, no
repayment of these notes had taken place by the year end

In the event of a change In ownership of the Company the
Company 1s obliged to make an offer of immediate repayment
to the note holders, and

in September 2010 the group entered into contracts for
the supply to the UK business of electricity and gas

These agreements include provisions which, in the event of a
change of contro! of the Company, could resuit in the agreement
being altered or terminated




Essential contracts or arrangements

Indnadual companies in the group have contractual and other
arrangernents with many third parties in support of the group's
business activities Such contracts and arrangements may be
deemed essential to one or more operating company but there

are no contracts or arrangements considered to be essential to the
group as a whole save that Brniish Sugar has collective bargaining
agreements with UNITE and GMB unions and a contract with the
National Farmers’ Union, the Inter Professional Agreement ("IPA }
The IPA consists of approximately 4,000 identical but individual
contracts with sugar beet growers Similarly, AB Azucarera Ibena n
Spain has some 4,800 individual contracts with sugar beet growers
which are negotated and srigned with the four professtonal
agneultural organisations {farmers’ uruonsk in that country

Further information

Further information that fulfils the requirements of Part 6 of the
Large and Medium-sized Companies and Groups {Accounts and
Reports) Regulations 2008 and which should be treated as forming
part of this report by reference are included in the following sections
of the annual report

» details of the structure of the Company’s share capital and the
nghts attached to the Company's shares set out on page 93,
and

» detalls of share schemes set out on pages 94 and 95, including
the vottng policy of the trustee of a trust holding ordinary shares
of the Company

Disclosure of information to auditors

The directors who hefd office at the date of approval of this
Drectors' report confirm that, so far as they are each aware, there
15 no relevant audit information of which the Company's auditors are
unaware, and each director has taken all the steps that he ought to
have taken as a director to make himseli aware of any relevant audit
information and to establish that the Company's auditors are aware
of that information For these purposes, relevant audit inforrnation
means information needed by the Company’s auditors in connection
with the preparation of their report on page 63

Auditors

In accordance with section 489 of the Companies Act 2008,

a resolution for the reappointment of KPMG Audit Ple as auditors
of the Company 1s to be proposed at the forthcoming annual
general meeting

Directors’ responsibility statement

* the financial statements, prepared in accordance with
International Financial Reporting Standards as adopted by the
EU, give a true and fair view of the assets, habiities, financial
position and profit of the Company and the undertakings
mcluded in the consolidation taken as a whole, and

pursuant to Disclosure and Transparency Rules, Chapter 4,

the following sectrons of the Company s annual report contain
a fair review of the development and performance of the
bustness and the position of the Company, and the undertakings
included in the consolidation taken as a whole, together with

a descriptton of the principal nsks and uncertainties that

they face

1 The Charrman’s statement on pages 14 and 15,

2 Operating review on pages 16 to 29, which includes a review
of the external envircnment, key strategic ams, future
development and performance measures,

3 Financtal review on pages 30 and 31,

4 Other disclosures Research and development’,

5 Other disclosures ‘Financial instruments,

6 Other disclosures ‘Property, plant and equipment’,
7 Other disclosures 'Power of the directors’, and

8 'Principal nsks and uncertainties’ on pages 48 to 51

On behalf of the board

Charles Sinclair el —
Chairman

George Weston d t\J e

Chief Executive Lo

John Bason
Finance Director

6 November 201
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STATEMENT OF DIRECTORS” RESPONSIBILITIES IN RESPECT OF THE ANNUAL REPORT

AND THE FINANCIAL STATEMERTS

The directors are responsible for preparing the annual report and
the group and parent company financial statements in accordance
with applicable law and regulations

Company law requires the directors to prepare group and parent
company financial staternents for each financial year Under that
law they are required to prepare the group financial statements in
accordance with IFRSs as adopted by the EU and applicable law
and have elected to prepare the parent company financial
staterments in accordance with UK Accounting Standards and
applicable law (UK Generally Accepted Accounting Practice}

Under company law the directors must not approve the financial
statements unless they are satisfied that they give a true and fair
view of the state of affairs of the group and parent company and of
their profit or loss for that period In prepanng each of the group and
parent company financial statements, the directors are required to

* select suitable accounting policies and then apply them
consistently,

make Judgements and estimates that are reasonable
and prudent,

for the group financial statements, state whather they have
been prepared in accordance with IFRSs as adopted by the EU,

for the parent company financial statements, state whether
apphcable UK Accounting Standards have been followed,
subject to any matenial departures disclosed and explained n
the parent company financial statements, and

prepare the financial statements on the going concern basis
unless 1t 1s inappropnate to presume that the group and the
parent company will continue in busingss

Assoctatad British Foods Annual Report and Accounts 2012

The directors are responsible for keeping adequate accounting
records that are sufficient to show and explain the parent company’s
transactions and disclose with reasonable accuracy at any time the
financial position of the parent company and enable them to ensure
that its financial statements comply with the Cormpanies Act 2006
They have general responsibility for taking such steps as are
reascnably open to them t¢ safeguard the assets of the group

and to prevent and detect fraud and other rregulanties

Under applicable law and regulations, the directors are also
responsible for prepanng a Directors’ report, Remuneration report
and Corporate governance report that complies with that law and
those regulations

The diectors are responsible for the maintenance and integnty of
the corporate and financial nformation included on the Company's
website Legislation in the UK governing the preparation and
dissemination of financial statements may differ from legislation

n other junsdictions




INDEPENDENT AUDITORS" REPORT

We have audited the financial statements of Associated British
Foods plc for the 52 week penod ended 15 September 2012 set out
on pages 64 to 115 The financial reporting framework that has been
applhed in the preparation of the consolidated financial statements

1s applicable law and International Financial Reporting Standards
{IFRSs) as adopted by the EU The financial reporting framewark
that has been applied in the preparation of the Company financial
statements is applicable law and UK Accounting Standards (UK
Generally Accepted Accounting Practice)

This repert 1s made solely to the Company’s members, as a body,
in accordance with Chapter 3 of Part 16 of the Companies Act 2006
Qur audit work has been undertaken so that we might state to the
Company's members those matters we are required to state to
them n an auditors’ report and for no other purpose To the fullest
extent permitied by law, we do not accept or assume responsibility
to anyone other than the Company and the Company's members,
as a body, for our audit work, for this report, or for the opinions we
have formed

Respective responsibihities of directors and auditors

As explained more fully in the Directors’ responsibilities statement
set out on page 62 the directors are responsible for the preparation
of the financial statements and for being satisfied that they give a
true and fair vew Qur responsibility 1s to audit, and express an
opinien on, the financial statements in accordance with applicable
law and International Standards on Auditing {UK and Ireland) Those
standards require us to comply with the Auditing Practices Board's
{APB’s) Ethical Standards for Auditors

Scope of the audit of the financial statements

A descnption of the scope of an audit of financial statements i1s
provided on the APB’s website at www frc org uk/apb/scope/
private cfm

Opimion on financial statements
In our opinion

+ the financial statements give a true and farr view of the state of
the group’s and of the Company’s affairs as at 15 September
2012 and of the group's profit for the penod then ended,

the consolidated financial statements have been properly
prepared in accordance with IFRSs as adopted by the EU

+ the Company financial statements have been properly prepared
in accordance with UK Generally Accepted Accounting Practice,
and

the financial statements have been prepared n accordance with
the requirements of the Companies Act 20086, and, as regards
the consolidated financial statements, Arucle 4 of the IAS
Regulation

Opimion on other matters prescrnibed by the Companies
Act 2006
In our opinion

* the part of the Remuneration report to be audited has been
properly prepared In accordance with the Compantes Act 2006,
and

« the information given in the Directors’ report for the financial
year for which the financial statements are prepared 15
consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following

Under the Companies Act 2006 we are required to report to you if,
N our opinion

* adequate accounting records hava not been kept by the parent
company, or returns adequate for our audit have not been
receved from branches not visited by us, or

« the parent company financtal statements and the part of the
Remuneration report to be audited are not in agreement with
the accounting records and returns, or

= certain disclosures of directors’ remuneration specified by law
are not made, or

* we have not received all the information and explanations we
require for our audit, or

¢ a Corporate governance statement has not been prepared by
the Company

Under the Lisiing Rules we are required to review

+ the Directors’ statement set owt on page 42 in relation to
going concern,

+ the part of the Corporate governance staterent relating to
the Company's compliance with the nine provisions of the UK
Corporate Governance Code specified for our review, and

» certain elements of the report to shareholders by the Board
on directors’ remuneration

racArov?| trin Ata

Richard Pinckard

tor and on behalf of KPMG Audit Plc
Chartered Accountants

Statutory Auditor

15 Canada Square

London

E14 5GL

6 Novernber 2012
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CONSOLIDATED INCOME STATEMENT

for the 562 weeks ended 15 September 2012
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Before
exceptional Exceptional
1tems items’ Total
2012 2012 2012 2011
Continuing cperations Nate £m £m £m £m
Revenue 1 12,252 - 12,252 11 065
QOperating costs before exceptional items 2 {11,302} - {11,302) {10,265)
Exceptional iterns 2 - {98) (98) -
950 (98) 852 800
Share of profit after tax from joint ventures and assoctates n 27 - 27 37
Prafits less losses on disposal of non-current assets {6) - (s} 5
Operating profit 97 {98) 873 842
Adjusted operating profit 1 1,077 - 1,077 920
Profits less losses on disposal of non-current assets (6} - (6} 5
Amortisation of non-operating intangibles 8 (100 - (100} (83)
Exceptional items 2 - {98) {98) -
Profits less losses on sale and closure of businesses A (9} - {9) -
Profit before interest 962 {98} 864 842
Finance income 4 9 - 9 9
Finance expense 4 {114) - {114} (101
Other financial Income 4 2 - 2 7
Profit before taxation 859 (98) 761 757
Adjusted profit before taxation 974 - 974 8356
Profits less losses on dispasal of non-current assets (6) - {6} b
Amortisation of non-operating intangibles 8 {100) - {100) (83)
Exceptional items 2 - {98) {98) -
Profits less losses on sale and closure of businesses 9} - (9) -
Taxation — UK {91} - {91} 92}
- Overseas {excluding tax on exceptional items) (116) - (116} 88)
- Overseas (on exceptional items) - 29 29 -
5 {207} 29 {178) (180)
Profit for the period 652 {69} 583 577
Attributable to
Equity shareholders 624 {69} 555 541
Non-controlling interests 28 - 28 36
Profit for the period 652 {69) 583 577
Basic and diluted earnings per ordinary share {pence) 7 703 687
Dividends per share paid and proposed for the period {pence} 6 28 50 2475

' Aefer to accounting policy on page 70
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

for the 52 weeks ended 15 September 2012

2012 201
£m £fm
Profit for the penod recogmsed 1n the income statement 583 577
Other comprehensive income
Actuanal {losses)gans on defined benefit schemes {99} 12
Deferred tax associated with defined benefit schemes 23 4
Effect of movements in fareign exchange (241) 89
Net gain on hedge of net investment in {oreign subsidianes 1 2
Deferred tax associated with movements in foreign exchange 3 {
Current tax associated with movements in foreign exchange {4 1
Movement in cash flow hedging position {21} 6
Deferred tax associated with movement in cash flow hedging position 4 (1)
Other comprehensive income for the peniod {324) 102
Total comprehensive income for the period 259 679
Attributable to
Equity sharchelders 281 657
Non-controfling interests {22) 22
Total comprehensive income for the period 259 679
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CONSOLIDATED BALANCE SHEET

at 15 September 2012

2012 2011
Note £m fm

Non-current assets
Intangible assets 8 1,769 1893
Property, plant and equipment 9 4,54 4,465
Biological assets 10 89 99
Investments in joint ventures 1 174 180
Invesiments in associates 1 40 44
Employee benefits assets 12 18 35
Deferred tax assets 13 189 150
Other recervables 14 151 203
Total non-current assets 6,971 7,039
Current assets
Inventonies 15 1,500 1425
Biological assets 0 109 112
Trade and cther receivables 14 1,236 1,268
Denvative assets 24 33 26
Cash and cash equivalents 16 391 341
Total current assets 3,269 3,163
Total assets 10,240 10,202
Current Labilittes
Loans and overdrafts 17 {538) (729}
Trade and other payables 18 {1,752) (1,627)
Denvative habilities 24 {50} {22)
Income tax (150} (133)
Prowisions 19 {98} 31
Total current habilities (2,588) (2 542)
Non-current habilities
Loans 17 (914) {897)
Prowvisions 19 {38) {105)
Deferred tax liabilines 13 {366) (404)
Employee benefits liabiities 12 (113) (79}
Total non-current hatulities (1.431) (1485)
Total habilities {4,019) {4 027)
Net assets 6,221 6175
Equity
Issued capital 20 45 45
Other reserves 20 175 175
Translation reserve 20 532 712
Hedging reserve (17} -
Retained earnings 5,099 4,816
Total equrty attributable to equity shareholders 5,834 5,748
Non-controlling interests 387 427
Total equity 6,221 8,175
The financial statements on pages 64 to 110 were approved by the board of directors on 6 November 2012 and were signed on its
behalf by
Charles Sinclair \‘/LA_A_\
Chairman
John Bason
Director
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CONSOLIDATED CASH FLOW STATEMENT

for the 62 weeks ended 15 September 2012

2012 2011
£€m £m
Cash flow from operating activities
Prefit before taxation 761 757
Profits less losses on disposal of non-current assets 6 5
Profits less losses on sale and closure of businesses 9 -
Finance income (9) ©
Finance expense 14 101
Other financial iIncome {2) vl
Share of profit after tax from joint ventures and associates (27) (37)
Amortisation 122 96
Depreciation 394 317
Exceptional impairment of property, plant and equipment g2 -
Exceptional impairment of operating intangibles 6 -
Net change in the fair value of biclogical assets {28} {21)
Share-based payment expense 8 8
Pension costs less contnbutions {38) {39)
Increase i nwentornes (125) {176}
Decrease/{increase) in receivables 3 (138)
Increase i payables 165 116
Purchases less sales of current biological assets {3) {2)
Decrease n provisions (17) 69)
Cash generated from operations 1431 892
Income taxes paid {191} {(156)
Net cash from operating activities 1,240 736
Cash flows from investing activities
Dwidends recewved from joint ventures and associates 1 9
Purchase of property, plant and equipment {700) (794}
Purchase of intangibles {13) (48}
Purchase of non-current biological assets {1} {n
Sale of property, plant and equipment 6 iB
Purchase of subsidiaries, joint ventures and assoctlates {45) {24)
Sale of subsidiaries, joint ventures and associates 2 3
Loans to joint ventures 24 {25)
Purchase of non-conirolling interests - 29)
Interest received 10 n
Net cash from investing activities {706) 881)
Cash flows from financing activities
Dividends paid 10 non-controlling interests (23) (22)
Diwidends paid to equity shareholders (200) {190)
Interest pad {108) {99)
Financing
{Decreasel/increase in short-term loans {279} 342
Increase i long-term oans 44 105
Sale of shares in subsidiary underiakings to non-¢controlling interests 4 -
Movements from changes in own shares held - {16)
Net cash from financing activities {562) 120
Net decrease in cash and cash equivalents {28) {25)
Cash and cash equivalents at the beginning of the period 291 309
Effact of movements in foreign exchange (18) 7
Cash and cash equivalents at the end of the period 245 291
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

for the 52 weeks ended 15 September 2012

Attributable to equity shareholders

Non
Issued Other Translavon Hedging Rstaned controlling Total
capial /eserves  reserve  reserve  earnings Total interests aquity
Note fm £m fm fm £m £m £m Em
Balance as at 19 September 2010 45 175 606 (4) 4471 5293 451 5744
Total comprehensive Income
Profit for the penod recognised in the (ncome statement - - - - 541 541 36 577
Actuarial gains on defined benefit schemes - - - - 12 12 - 12
Deferred tax assocrated with defined benefit schemes - - - - (4) (4) - {4)
Eifect of movements in foreign exchange - - 105 - - 105 (16} 89
Net gain on hedge of net investment in foreign subsidanes - - 1 - - 1 1 2
Deferred tax associated with movements in foreign exchange - - - - m (n - m
Current tax associated with movements in foreign exchange - - - - )] )] - (1}
Maoverment in cash flow hedging position - - - 5 - 5 1 6
Delerred tax associated with movement in cash flow
hedging positicn - - - n - &) - M
Other comprehensive iIncome - - 106 4 8 16 {14 102
Total comprehensive income - — 106 4 b47 657 22 679
Transactions with owners
Bwidends paid to equity shareholders & - - - - f180) {190 - {190)
Net movement in own shares held - - - - (8) (8) - (8
Deferred tax associated with share-based payments - - - - 2 2 - 2
Dwidends paid to non-controlling interests - - - - - - (22) {22
Changes in ownership of subsidianies - - - - {6} {6) (24} (30}
Total transachons with owners - - - - {202) (202) {46) {248)
Balance as at 17 September 2011 45 176 712 - 4816 5748 427 B175
Total comprehensive income
Profit for the penod recognised in the income statement - - - - 555 555 28 583
Actuanal losses on defined benefit schemes - - - - {99) 99 - 9%
Deferred tax associated with defined benefit schemes - - - - 23 23 - 23
Effect of movements in foreign exchange - - (192) - - (192) (49) (247)
Net gainfloss) on hedge of net investment in foreign subsidianes - - 12 - - 12 n 1"
Deferred tax associated with movements in foreign exchange - - - - 3 3 - 3
Current tax associated with movemnents in foreign exchange - - - - {4) {4 - {8}
Movement tn cash flow hedging position - - - {21) - {21) - (21
Deferred tax associated with mavement in cash flow
hedging posiuon - - - 4 - 4 - 4
Other comprehensive ncome - - (180} (17} (77 (274) (50 {324)
Total comprehensive income - - (180} (17) 478 281 (22} 259
Transactions with owners
Dvidends paid to equity shareholders 6 - - - - (2000 {2000 - (200)
Net movement in own shares held - - - - 8 8 - 8
Deferred tax associated with share-based payments - - - - (2} Vi) - 2
Dwvidends pard to non-controlling interests - - - - - - 23} (23}
Changes in ownership of subsidianes - - - - {1} M 5 4
Total transactions with owners - - - - {195) (195) {18) (213)
Balance as at 15 September 2012 45 175 532 {17} 5,099 5,834 387 6,221
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SIGNIFICANT ACCOUNTING POLICIES

for the 52 weeks ended 15 Septermber 2012

Associated British Foods plc {"the Company’) 1s a company
domiciled in the United Kingdom The consolidated financial
statements of the Company for the 52 weeks ended 15 September
2012 comprise those of the Company and its subsidianes {together
referred to as the group’} and the group’s Interest in associates and
joint ventures

The financial statements were authonsed for issue by the directors
on 6 Novernber 2012

The consolidated financial statements have been prepared
and approved by the directors in accordance wath International
Financial Reporting Standards as adopted by the EU
{‘Adopted IFRS')

The Company has elected to prepare its parent company financial
statements under UK Generally Accepted Accounting Practice
These are presented on pages 111 to 115

Basis of preparation

The consohdated financial statements are presented in sterling,
rounded to the nearest millon They are prepared on the historncal
cost basis except that biological assets and certain financial
instruments are stated at farr value Assets classified as held for sale
are stated at the lower of carrying amount and fair value less costs
to sell

The preparation of financial staterments under Adopted IFRS requires
management to make judgements, estmates and assumptions about
the reported amounts of assets and habilites income and expenses
and the disclosure of conttngent assets and labiities The estmates
and associated assumptions are based on expenence Actual results
may differ from these estmates Judgements made by management
In the application of Adopted IFRS that have a significant effect on

the financial statements, and estimates with a significant nsk

of matenal adjustment next year, are discussed In agcounting
gstimates and judgements detailed on page 74

The estimates and underlying assumptions are reviewed on a regular
basis Revisions to accounting estimates are recognised from the
penod in which the estimates are revised

The accounting policies set out below have been applied to all
periods presented, except where detalled otherwise

Details of new accounting standards which carme into force in

the vear are set out at the end of this note None of them required
restatement of primary statements in comparative periods, ner had
any signiicant rmpact on the group s consolidated results or
financial position

The consolidated financial statements of the group are prepared to
the Saturday nearest to 15 September Accordingly, these financial
statements have been prepared for the 52 weeks ended

15 September 2012 To avoid delay in the preparation of the
consolidated financial statements, the results of certain subsidiares,
joint ventures and assoctates are ncluded up to 31 August 2012 The
results of lllovo are included for the penod to 30 September 2012 1n
line with lovo’s local reporting date Adjustments are made as
appropniate for significant transactions or events occurnng between
31 August and 30 September

The group’s business activities, together with the factors likely to
affect its future development, performance and position are set out

in the Operating review on pages 16 to 29 The financial position of
the group, its cash flows, iqurdity position and horrowing facilities
are described in the Financial review on pages 30 and 31 In addition,
the principal nsks and uncertainties on pages 48 to 51 and note 24
on pages 96 to 107 provide details of the group’s policy on managing
its financial and commodity nsks

The group has considerable financial resources, good access to debt
markets, a diverse range of businesses and a wide geographic spread
It 1s therefore well placed to manage business nsks successfully
despite the current economic uncertainty

Basis of consolidation

The consolidated financial staterments include the results of the
Company and all of its subsidianes from the date that control
commences to the date that control ceases The consolidated
financial staterments also include the group’s share of the after-tax
results of its joint ventures and associates on an equity-accounted
basis from the point at which joint control or significant influence
respectively commences, to the date that it ceases

Subsichanes are entives controlled by the Company Control exists
when the Company has the power, directly or indirectly, to govern
the financial and operating policies of an entity so as to obtain
benefits from its activities

Changes in the group’s ownership interest In a substdiary that do
not result in a loss of control are accounted for wathin equity

Joint ventures are those entities over whaose activities the group
has Joint control, typically established by contractual agreerment

Associates are those entities in which the group has significant
influence, but not control, over the financial and operating policies

Business combinations

On the acquisition of a business or an Interest 1n a joint venture

or associate, far values are attnbuted to the identifiable assets,
labilittes and contingent liabilities acquired, reflecting conditions

at the date of acquisiion Adjustrmnents to fair values include those
made to bring accounting policies inte line with those of the group
Provisional fair values are finalised within 12 months of the business
combination date and are adjusted by restaternent of the cormparative
penod in which the acgusition occurred Non-controlling interests
are measured at the proportionate share of the net wentifiable
assets acquired

For business combinations executed before 3 September 2004,
goodwill1s included on the basis of 1ts deemed cost, represented
by the net book value recorded under previous GAAP

For business combinations executed in periods ending on or before
12 September 2009, goodwill ansing on a business combination
was the excess of the carrying arnount of any existing equity interest
plus the farr value of consideration payable for the additional stake
over the farr value of the share of net identifiable assets and hlabilities
acquired {including separately Wdentified intangible assets}, net of
non-controlling interests Total consideration included acquisition
costs Contingent consideration was measured at farr value at

the date of the business comhination Subsequent changes to
contingent consideration other than settlements are accounted

for as adjustments to goodwall

Associated Briish Foods Annual Report and Accounts 2012

saimjod Buunosse weapubig | suswalels @oueuly




sanjjod Bununoase ealgiub|g | sluswaiels [ewueuly

SIGNIF

for the 52 weeks ended 15 Septermber 2012

For business combinations executed on or after 13 September
2009, exisung equity interests in the acquiree are remeasured to far
value as at the date of the business combination, with any resulting
gain or loss taken to the income statement

Goodwll ansing on a business combination 1s the excess of the
rermeasured carrying amount of any existing equity interest plus
the farr value of consideration payable for the additional stake over
the farr value of the share of net idenufiable assets and habilities
acquired (including separately identfied intangible assets), net

of non-controling interests Total consideration does not include
acguisition costs which are expensed as incurred

Contingent consideration 1s measured at fair value at the date

of the business combination, classified as a habulity or equity
(usually as a hability), and subsequently accounted for in ine with
that classification Changes in contingent consideration classified
as a hability resulting other than from the finahisation of provisional
far vatues are accounted for in the Income statement

Revenue

Revenue represents the invorced value of sales made 1o customers
after deduction of discounts and sales taxes Discounts include sales
rebates, price discounts, customer Incentives, certain promotional
activities and similar tems Revenue does not include sales between
group companies Revenue 1s recognised when the risks and
rewards of the underlying products have been substanually
transterred to the customer and when it can be reliably measured

Revenue from sale of goods 1s generally recognised on dispatch or
delivery to customers dependent on shipping terms Dhscounts are
provided for as a reduction to revenue at the time a sale 1s recorded,
based on management’s best estimate of the amount required to
meet claims by customers

Borrowing costs

Borrowing costs are accounted for using the effective interest
method For qualifying items of property plant and equipment
where the commencement date for capitalisation was on or after
13 September 2009, the group capitahises borrowing costs directly
attributable to the acquisiion, construction or production of those
qualifying assets as part of therr cost The group previously
expensed all borrowing costs as incurred Interest capitahsed i1s
taxed under current or deferred tax as appropriate

Exceptional items

Exceptional items are defined as tems of income and expenditure
which are matenal and unusual in nature and which are considered
to be of such significance that they require separate disclosure on
the face of the income statement tn accordance with IAS 1 They
are discussed further in the accounting estimates and judgements
detailed on page 74

Adjusted profit and earnings measures

Adjusted operating profit 1s stated before amortisation of
non-operating intangibles, profits less losses on disposal of
non-current assets and excepnional items Adjusted profit before
tax Is stated before amortisation of non-cperating intangibles,
profits less losses on disposal of non-current assets, profits
less losses on sale and closure of bustnesses and exceptional
items Both are shown on the face of the ncome statement
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CANT ACCOUNTING POLICIES conrmwuen

Adjusted earmings per share Is shown in the notes and is stated
befors amortisation of non-operating mangibles, profits less losses
on disposal of non-current assets, profits less losses on sale and
closure of businesses and exceptional items

Foreign currencies

in individual companies, transactions in foreign currencies are
recorded at the rate of exchange at the date of the transaction
Monetary assets and labilities in foreign currencies are translated
at the rate prevaiing at the balance sheet date Any resulting
differences are taken to the income statement

On consalidaucn, assets and habiities of foreign operations that
are denominated In foreign currencies are translated into sterhng
ai the rate of exchange at the balance sheet date Income and
expense items are translated into stering at weighted average
rates of exchange

Differences ansing from the retranslation of opening net assets

of group companies, together with differences ansing from the
restaterment of the net results of group companies from average
rates to rates at the balance sheet date, are taken to the translation
reserve in equity

Pensions and other post-employment benefits

The group's principal pension funds are defined benefit plans

In addition the group has defined contnbution plans and other
unfunded post-employment iiabiliies For defined benefit plans,
the amount charged in the iIncome statement 1s the cost of benefits
accruing to employees over the year, plus any benefit improvements
granted to members by the group dunng the year It also includes
the group's expected return on pension plan assets offset by a
charge equal to the expected interest on plan hakxlities For each
plan, the difference between market value of assets and present
value of liabilities is disclosed as an asset or hability in the

balance sheet

Any related deferred tax (to the extent recoverable) 1s disclosed
separately in the balance sheet Actuanal gains or losses are
recagrised iImmediately in other comprehensive Income Surpluses
are recognised only to the extent that they are recoverable
Movements i irrecoverable surpluses are recognised immediately
as an actuanal gain or loss in other comprehensive iIncome

Contributions payable by the group in respect of defined contribution
plans are charged to operating profit as incurred Other unfunded
post-employment habilites are accounted for in the same way as
defined benefit pension plans

Share-based payments

The fair value of share awards at grant date 1s recognised as an
employee expense with a corresponding increase in equity, spread
over the period during which the employees become unconditionally
entitled to the shares The amount recognised s adjusted to reflect
expected and actual levels of vesting except where the fatlure to
vest I1s as a result of not meeting a market condition

Income tax

Income tax on profit or loss for the penod comprises current

and deferred tax Incorne tax 15 recognised In the income statement
except to the extent that it relates to items taken directly to other
comprehensive INCome




Current tax IS the {ax expected to be payablé on taxable income

for the year, using tax rates enacted or substantively enacted dunng
the pencd, together with any adjustment to tax payable in respect
of previous years

Deferred tax 1s prowded using the balance sheet habiity method,
providing for temporary differences between the carrying amounts
of assets and habilities for financial reporting purposes and the
amounts used for taxation purposes The following temporary
differences are not provided for instial recogrition of goodwill, initial
recognition of assets or habihbes affecting neither accounting nor
taxable profit other than those acquired in a business combination,
and differences relating to Investments In subsidiaries to the extent
that they will probably not reverse in the foreseeable future The
amount of deferred tax provided 15 based on the expected manner
of realisation or settlernent of the carrying amount of assets and
habilines, using tax rates enacted or substantively enacted at the
balance sheet date

A deferred tax asset 1s recognised only to the extent that it s
probable that future taxable profits will be avaltable against which
the asset can be utihsed

Additional income taxes that anse from the distribution of
dividends are recognised at the same time as the hability 1o pay
the related dividend

Financial assets and habilities

Financral assets and financial lablities, except for other non-current
investments and denvatives, are measured initially at farr value, plus
directly attnbutable transaction costs, and thereafter at amortised
cost Other non-current investments (classified under other
nen-current receivables) compnse avallable-for-sale investrments
measured at market pnces where avalable Where quoted market
prices In an active market are not availlable, and where farr value
cannot be rehably measured, unquoted equity instruments

are measured at cost less \mpairment

Cash and cash equivalents

Cash and cash equivalents comprise bank and cash balances, call
deposits and short-term investments with onginal matunies of
three months or less Bank overdrafts that are repayable on demand
are ncluded as a component of cash and cash equivalents for the
purposes of the cash flow statement

Denvatives

Dervatives are used to manage the group's economic exposure
to financial and commeodity nsks The pancipal instruments used
are foreign exchange and commaodity contracts, futures, swaps
or options {the "hedging instrurment’} The group does not use
derivatives for speculative purposes

Denvatives are recognised in the balance sheet, at farr value, based
on market prices or rates, or calculated using erther discounted cash
flow or option pricing models

Changes in the value of derivatives are recogmised In the income
statement unless they qualify for hedge accounting, when
recognition of any change In farr value depends on the nature of
the item being hedged

The purpose of hedge accounting 1s 1o mitigate the impact on the
group’s Income statement of changes n foreign exchange or Interest
rates and commaodity prices, by matching the impact of the hedged
nsk and the hedging instrument in the income statement

Changes in the value of denvatives used as hedges of future cash
flows are recogrised through other comprehenswve iIncome in

the hedging reserve with any ineffective portion recognised
immediately within operating profit in the ncome statement

When the future cash flow results in the recognition of a
non-financral asset or iabifity, the gains and losses previously
recognised in the hedging reserve are included in the initial
measurement of that asset or habiity Otherwise, gains and losses
previously recognised In the hedging reserve are recognised in the
mncome statement at the same tme as the hedged transaction

Hedge accounting 1s discontinued when the hedging instrument
expires or Is sold, terminated, exercised, or no longer qualifies for
hedge accounting At that time, any cumulative gain or loss on
the hedging instrument recognised in the hedging reserve 1s
retained In the hedging reserve until the forecast transaction
occurs Gains or losses on hedging instrurments relating to

an underlying exposure that no longer exists are taken to the
income statement

Hedges of the group’s net investrment in foreign operations
compnse borrowings in the currency of the mvestment'’s net assets

The group economically hedges foreign currency exposure on
recognised mongtary assets and habilities but does not normally
seek hedge accounting under !AS 32 Any denvatives that the group
holds to hedge this exposure are classified as “held for trading
within dernvative assets and habiihes Changes in the far value of
such denvatives and the foreign exchange gains and losses ansing
on the related monetary items are recognised within operating profit

Intangible assets other than goodwill

Non-operating intangible assets are Intangible assets that arise

on business combinatiens and typically include technology, brands,
customer relationships and grower agreements Operating intangible
assets are acquired in the ordinary course of business and typically
include computer software, land use nghts and ermissions

trading licences

Intangible assets other than goodwill are stated at cost less
accumulated amortisation and impairment charges

Amortisation is charged to the income statement on a straight-ine
basis over the estimated useful ives of intangible assets from the
date they are avallable for use The estimated useful lves are
generally deemed to be no longer than

Technology and brands —up to 15 years
Customer relationships — up to 5 years
Grower agreaments ~ up to 10 years
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SIGNIFICANT ACCOUNTING POLICIES conriues

for the 52 weeks ended 15 September 2012

Gaodwll

Goodwill 15 defined under ‘Business combinations’ on pages 69

and 70 Certain commercial assets associated with the acguisition of
a business are not capable of being recognised in the acquisition
balance sheet In such circumstances, goodwill Is recognised,

which may include, butis not necessanly hmited to, workforce
assets and the benefits of expected future synergies

Goodwill 1s not amortised but 1s subject to an annual impairment review

Research and development

Research expenditure 1s expensed as incurred Development
expenditure is capitalised if the product or process 1s technically
and commercially feasible but i1s otherwise expensed as incurred
Capitalised development expenditure s stated at cost less
accumulated amortisation and impairment charges

Impairment

The carrying amounts of the group's intangible assets and property,
plant and equipment are reviewed at each balance sheet date to
determine whether there 1s any indication of imparrment If any such
indication exists, the asset's recoverable amount s estimated For
goodwill and intangibles without a finite hfe the recoverable amount
1s estimated at each balance sheet date

An imparment charge 1s recognised in the income statement
whenever the carrying amount of an asset or its cash-generating
unit {CGU) exceeds its recoverable amount

impairment charges recognised in respect of CGls are allocated
first to reduce the carrying amount of any goodwill allocated to that
CGU and then to reduce the carrying amount of the other assets in
the umnit on a pro rata basis

Calculation of recoverable amount

The recoverable amount of assets I1s the greater of their far value
less costs to sell and therr value In use In assessing value in use,
the estimated future cash fiows are discounted to thewr present
value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the nsks specific to
the asset For an asset that does not generate largely independent
cash inflows, the recoverable amount 1s determined for the CGU
to which the asset belongs

Reversals of impairment

An imparrment charge n respect of goodwill i1s not subsequently
reversed For other assets, an imparrment charge 1s reversed if
there has been a change n the estimates used to determme the
recoverable amount, but only to the extent that the new carrying
amount does not exceed the carrying amount that would have been
determined, net of depreciation or amortisation, if no impairment
charge had been recognised

Property, plant and equipment
Itemns of property, plant and equipment are stated at cost less
accumulated depreciation and impairment charges

Depreciation 1s charged to the income statement on a straight-hne
hasis over the estimated useful lives of items of property, plant and
equipment sufficient to reduce them to estimated residual vatue
Land 1s not depreciated Esurmated useful ives are generally
deemed to be no longer than

Associated Bntish Foods Annual Report and Accounts 2012

Freehold bulldings 66 years
Plant and equipment, fixtures and fittngs

- sugar factones, yeast plants and mills 20 years
- other operations 12 years
Vehicles 10 years
Leases

A lease 1s an agreement whereby the lessor conveys to the lessee,
In return for a payment or a senes of payments, the nght to use a
specific asset for an agreed pernod of time

Where the group 1s a lessee and has substantially all the nisks and
rewards of ownership of an asset, the arrangement Is considered a
finance lease Finance leases are recognised as assets of the group
within property, plant and equipment at the inception of the lease at
the lower of fair value and the present value of the minimum lease
payments Depreciation on leased assets 1s charged to the income
statement on the same basis as owned assets Payments made
under finance leases are apportoned between capital repayrments
and interest expense charged to the income statement Other
leases where the group is a lessee are treated as operating leases
Payments made under operating leases are recognised in the
income statement on a straight-line basis over the term of the
lease, as1s the benehi of lease incentives

Where the group 1s a lessor under an operating lease, the asset s
capitalised within property plant and equipment and depreciated
over 1ts useful economic Iife Payments received under operating
leases are recognised In the income statement on a straight-hne
basis over the term of the lease

Biclogical assets

Biological assets are measured at fair value less costs to sell
Cane roots and grewing cane are stated at fair value on the
following bases

Cane roots — escalated average cost, using approprate
inflatton-related indices, of each vear of planting adjusted for
remaining expectad hfe, currently ten years in South Africa, seven
years in Zambia and eight years elsewhere

Growing cane — estmated sucrose content valued at estimated
sucrose price for the following season, less estimated costs for
harvestng and transport

When harvested growing cane 1s transferred 1o inventory at fair
value less costs to sell

Inventories

Inventories are stated at the lower of cost and net realsable value
Cost includes raw matenals, direct labour and expenses and an
appropnate proportion of production and other overheads, calculated
on a first-in first-out basis

Inventories for Pnmark are valued at the lower of cost and net
realisable value using the retall method, calculated on the basis of
selling pnce less approprate trading margin  All Pnimark inventories
are finished goods




New accounting pohcies

The group has adopted the following new and amended IFRSs
and IFRIC interpretations with no matenal impact {all effective
from 18 September 2011)

* Amendments to IFRS 7 Financial instruments Disclosures,
* Revisions to |AS 24 Related FParty Disclosures, and

+ |[FRIC 14 [AS 19 - The Limit on a Defined Benefit Asset,
Mimimum Funding Requirements and therr Interaction

The group 1s currently assessing the impact of the following

revised standards and interpretations or amendrents that are not
yet effective These changes will be adopted on the effective dates
noted and are not expected to have a materntal impact on the group's
reported profit, earnings per share, net assets or disclosures {all
effective from 16 September 2012 unless otherwise stated)

¢ |AS 19 Employee Benefits effective 2014 financial year The
revised standard makes changes to the measurement of
employee benefits and extensive changes to disclosure
requrements Most measurement requiremnents will have
no impact on the group,

Certain elements of Annual Improvements to IFRSs 2011, and

* Amendments to |AS 1 Presentation of Financial Statements
effective 2013 financial year which amend the presentation
of other comprehensive income

The group 1s currently assessing the impact of the following revised
standards and interpretations or amendments that are not yet
effective These changes have not yet been endorsed by the EU

50 will not necessanly be adopted by the effective dates noted

» Certain elements of Annual Improvements to IFRSs 2011
effective 2014 financial year,

* Amendments to IFRS 7 Financial instruments Disclosures
effective 2014 and 2016 financial years,

» IFRS 9 Financial Instrumants Classification and Measurement
effective 2016 financial year, which amends the classification
and measurement for financial assets and habilities,

* {FRS 10 Consoldated Financial Statements effective 2014
financial year,

* {FRS 11 Jont Arrangements effective 2014 financial year,

¢ |FRS 12 Disclosure of interests in Other Entrties effective 2014
financial year,

+ |FRS 13 Fair Vialue Measurement effective 2014 financial year,

* Amendments to IAS 12 income Taxes effective 2013
financial year,

* Amendments to |1AS 32 Financial Instruments Fresentation
effective 2015 financial year, and

* Amendments to [AS 34 Intenm Financial Reporting effective
2014 financial year
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ACCOUNTING ESTIMATES AND JUDGEMENTS

tor the 52 weeks ended 15 September 2012

In applying the accounting policies detalted on pages 6910 73
management has made estimates in a number of areas and the
actual outcome may differ from those calculated Key sources of
estimation uncertainty at the balance sheet date with a sigrificant
nsk of matenal adjustment to the carrying value of assets and
liabilities wathin the next financial year are set out below

Forecasts and discount rates

The carrying values of a number of items on the balance sheet
are dependent on estimates of future cash flows ansing from the
group s operations which, in sorme circumstances, are discounted
to arnve at a net present value

Assessment for imparrment involves comparing the book value

of an asset with its recoverable amount (being the tugher of value
in use and farr value less costs to sell} Value in use 1s determined
with reference to projected future cash flows discounted at an
appropriate rate Both the cash flows and the discount rate involve
a significant degree of estimation uncertainty

The realisation of deferred tax assets 1s dependent on the generation
of sufficient future taxable profits The group recognises deferred tax
assets when 1t 1s more likely than not that they will be recovered,
based on an assessment of the likelihood of there being sufficient
taxable profits in the future Deferred tax assets are reduced to the
extent that it 15 no longer probable that the related tax benefit will

be realised

Post-retirement benefits

The group's defined benefit pension schemes and similar
arrangements are assessed annually In accordance wath IAS 19 The
accounting valuation, which has been assessed using assumptions
determined with independent actuanal advice, resulted in a net
hability of £95m being recognised as at 15 September 2012

The size of this net hiability 15 sensitive to the market value of

the assets held by the schemes, to the discount rate used In
assessing actuarial habilities to the actuanal assumptions (which
include price inflaion, rates of pension and salary increases,
mortality and other demographic assumptions) and to the level

of contributions Further details are included In note 12

Provisions

Provisions are measured at the directors’ best esumate of the
expenditure required to settle the obligation at the batance sheet
date, taking into account a range of possible outcormes

Property, plant and equupment residual values and

useful lives

Management reviews residual values annually considering rarket
conditions and projecied disposal values In assessing useful lives,
maintenance programmes and technological innovatons are
considered The carrying value of property, plant and equipment
1s disclosed in note 9
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Biological assets

Cane roots valuation requires an estimation by management
of the average number of ratoons expected from the crop
The carrying value of cane roots 1s disclosed in note 10

Growing ¢ane valuation - estimated sucrose content requires
management 10 assess expected cane and sucrose yields for the
following season considering weather conditions and harvesting
programmes, estimated sucrose price requires management to
assess to which markets the forthcoming crop wili be sold and
assess domestic and export prices as well as related foreign
currency exchange rates The carrying value of growing cane

15 disclosed in note 10

Cash flow hedge accounting

In order to achieve and maintain cash flow hedge accounting,

the group has to determine, at inception and on an ongoing basis,
whether a forecast transaction 1s hughly probable and whether the
hedge 15 effective This requires both subjective and objective
measures of determinaton

Exceptional items

The directors consider that items of Income or expense which are
matenal by wirtue of therr nature and amount should be disclosed
separately If the financial statements are to present farly the financial
position and financial performance of the group The directors label
these items collectively as 'exceptional items’ Determining which
transactions are to be considered exceptional in nature 15 often a
subjective matter However, circumstances that the directors believe
would give nse to exceptional items for separate disclosure rmight
include major business restructunngs, mparments and reversals
of imparrments

All exceptional items are included in the appropnate income
staterment line iterm to which they relate In addition, separate
disclosure 1s made of all exceptional tems, with additional
explanation in the notes

Taxation

The level of current and deferred tax recogrused i1s dependent
on subjective judgements as to the outcome of decisions by tax
authornties in vanous junsdictions around the world

Fair values on acquisition

Items of property, plant and equipment often have long operating
hves, hence determination of far values can require a significant
degree of judgement Acquisittons often result in significant intangible
benefits for the group, some of which qualify for recognition as
intangible assets Other such benefits do not meet the recogniion
requirements of accounting standards and therefore form part of
goodwill Significant judgement 1s required in the assessment and
valuation of these intangible assets, often with reference 10 internal
data and models Professional valuers are engaged where itis
deerned appropriate to do so Far values on major acguisitions

are disclosed 1 note 21




NOTES FORMING PART OF THE FINANCIAL STATEMENTS

for the 52 weeks ended 15 September 2012

1 Operating segments

The group discloses five operating segments, as described below These are the group’s cperating divisions, based on the group’s
management and internal reporting structure, which combine businesses with common charactenstics The board 1s the chief operating
decision maker

Inter-segment pricing Is determined on an arm’s length basis Segment resuit 1s adjusted operating profit, as shown on the face of the
consohdated income statement Segment assets compnse all non-current assets except employee benefits assets and deferred tax assets,
and all current assets except cash and cash equivalents Segment labilittes compnse trade and other payables, dernvative liabilties and
provisions Segment results, assets and labilities include items directly attnbutable to a segment as well as those that can be allocated on

a reasonable basis Unallocated items comprise mainly corporate assets and expenses, cash, borrowings, employee benefits balances and
current and deferred tax balances Segment non-current asset additions are the total cost incurred during the penod 1o acquire segment assets
that are expected to be used for more than cne year, compnsing property, plant and equipment, operating intangebles and biological assets

The group 1s comprised of the following operating segments

Grocery  The manufacturs of grocery products, including hot beverages, sugar & sweeteners, vegetable oils, bread & baked goods,
cereals, ethnic foods, herbs & spices, and meat products, which are sold to retall, wholesale and foedservice businesses

Sugar The growtng and processing of sugar beet and sugar cane for sale to industral users and to Silver Spoon, which is included
in the grocery segment

Agriculture  The manufacture of animal feeds and the provision of other products for the agnculture sector

Ingredients The manufacture of bakers’ yeast, bakery ingredients, speciality proteins, enzymes, ipids and yeast extracts

Retail Buying and merchandising value clothing and accessones through the Primark and Penneys retail chains

Geographical information
In addition to the required disclosure for operaung segments, disclosure 1s also given of certamn geggraphical infermation about the group’s
operations based on the geographical groupings United Kingdom, Europe & Africa, The Amencas, and Asia Pacrfic

Revenues are shown by reference 1o the geographical location of customers Profits are shown by reference to the geographscal location
of the businesses Segment assets are based on the geograptucal location of the assets

Adjusted
Revenus operating profit
2012 20H1 2012 2011
£m £m fm Em
Operating segments
Grocery 3,726 3,61 187 244
Sugar 2,666 2134 510 315
Agrniculture 1,265 1,127 40 40
Ingredients 1,092 1,090 32 61
Retall 3,503 3043 356 309
Central - - {48} {48}
12,252 11 065 1,077 921
Businesses disposed
Grocery - - - (1)
12,252 11,065 1,077 920
Geaographical information
United Kingdom 5,248 4,788 638 494
Europe & Alrica 3,328 2,736 326 213
The Americas 1,241 1176 100 118
Asia Pacific 2,435 2,366 14 99
12,252 11065 1,077 921
Businesses disposed
The Americas - - - 4]
12,252 11,065 1,077 920

The comparative results for the Grocery and Ingredients segments have been reclassified following a change of management responsibility
for the Australan cake business

Associated British Foods Annual Report and Accounts 2012

SIUBWISIELS [e12UBUY Y3 Jo Med Buiuiiog 530N | SIUBLUSIEIS |BIDUBUIY




~J
[«3]

S1UL1I91R}S |RIDURLY BY) Jo Led Buiwio) sejop | SIUBWBIES |eIDUBUILY

NOTES FORMING PART OF THE FINANCIAL STATEMENTS conmmueo

for the 52 weeks ended 15 Sepiember 2012

1 Operating segments continued
For the 52 weeks ended 15 September 2012

Grocery Sugar Agnculture Ingredients Retail Central Total
fm fm Ern £m £m £m £m
Revenue from continuing businesses 3,734 2 808 1275 1,163 3503 (231 12,252
Internal revenue {8 (142) (10) {71 - 23 -
Revenue from external customers 3,726 2,666 1,265 1,092 3,503 - 12,252
Adusted operating profit before joint ventures and associates i79 514 27 22 356 {48) 1,050
Share of profit after tax frorn joint ventures and associates 8 {4) 13 i0 - - 27
Adjusted operating profit 187 510 40 32 356 48) 1.077
Profits less losses on disposal of non-current assets - 1 - - - {7 (6
Amortsation of non-operating intangibles {16} (22) {1 {61 - - {1000
Exceptional items (98) - - - - - {38)
Profits less losses on sala and closure of businesses - {6} - (3) - - {9)
Profit before interest 73 483 39 (32) 356 55) 864
Finance income 9 9
Finance expense (114} {114}
Other financial income 2 2
Taxation {178} {178}
Profit for the period 73 483 39 {32) 356 (336) 583
Segment assets (excluding investments in joint ventures
and associates) 2,685 2,510 275 1,353 2,423 182 9,428
Investments In joint ventures and associates 24 47 87 56 - - 214
Segment assets 2,709 2,557 362 1409 2,423 182 9,642
Cash and cash equivalents 391 391
Deferred tax assets 189 189
Employee benefits assets 18 18
Segment habilities (573) {413) (104) {204) {526} msy (.938
Loans and overdrafts (1,452} (1452
Income tax {150} (150)
Deterred tax llabiities {366) {366
Employee benefits habilities ma {113}
Net assets 21386 2,144 258 1,205 1,897 (1.419) 6221
Non-current asset additions 153 160 14 96 329 3 755
Deprectation 105 95 7 47 132 B 394
Amortisation 33 24 3 62 - - 122
Impairment of property plant and equipment 92 - - 3 - - 95
Impairment of operating mtangitles 6 - - - - - 6
Umited Europa The Asia
Kingdom & Afnca  Amencas Pacific Total
Geaographical information £m £m £m fm £m
Revenue from external customers 5,248 3,328 1,241 2,435 12,252
Segment assets 3,689 3002 1051 1900 9,642
Non-current asset additions 270 278 65 142 755
Depreciation 184 95 25 90 394
Arportisation 15 49 26 32 122
Impairment of property plant and eguipment - - - 95 95
Impairment of operating intangibles - - - 6 5}
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1 Operating segments continued
For the 52 weeks ended 17 September 2011

Grocery Sugar Agnculture Ingredients Retail Central Tota!

£fm £m Em £m £m £m £m

Revenue from continuing businesses 3,677 2,265 1134 1,164 3,043 {218} 11,065
Internal revenue {6} {131) {7} (74) - 218 -
Revenue from external customers 3,671 2134 1127 1,090 3043 - 11,065
Adjusted operaung profit before joint ventures and associates 237 308 27 51 309 {48) 884
Share of profit after tax from joint ventures and associates 7 7 13 10 - - 37
Businesses disposed b - - - - - {1}
Adjusted operating profit 243 315 40 61 309 {48) 920
Profits less losses on disposal of non-current assets 3 2 - - - - 5
Armortsation of non-operating intangibles (24) {31} {1} (27} - - (83)
Profit before interest 222 286 39 34 309 {48} 842
Finance inceme 9 9
Finance expense (10% 101
Other financial ncome 7 7
Taxation (180} (180)
Profit for the period 222 286 39 34 309 (313} 577

Segment assets (excluding investments n joint ventures
and associates) 2,824 2,503 280 1,441 2,310 124 9,482
Investments In joint ventures and associates 38 50 73 33 - - 194
Segment assets 2,862 26583 353 1,474 2,310 124 9,676
Cash and cash equivalents 3 M
Deferred tax assets 150 150
Employee benefits assets 35 35
Segment habiities (593} (409) (96) (193) (398) (96}  (1,789)
Loans and overdrafts {1626) (1626)
Income tax {133) (133}
Deferred tax labilities {404) {404}
Employee benefits liabiittes (79) {79}
Net assets 2,269 2,144 257 1281 1912 {1 688) 6175
Non-current asset addittons 226 193 n 93 323 2 848
Depreciation 87 77 9 42 100 2 317
Amortisation 36 32 1 27 — - 96
United Euvrope The As

Kingdom & Afnca  Amencas Pacific Total

Geographical information £m £m £m fm Em
Revenue from external customers 4788 2,735 1176 2,366 11065
Segment assets 3671 2,916 1,075 2,014 9676
Non-current asset additions 280 320 61 177 848
Depreciation 146 74 24 73 317
Armortisation 12 a7 15 22 96
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS commmueo

for the 52 weeks ended 15 September 2012

2 Operating costs

Bafore
exceptional Exceptional
1tems items’ Total
2012 2012 2012 2014
Note £m £m £m £m
Operating costs
Cost of sales {including amortisation of intangibles} 9,292 a8 9,390 8,347
Distribution costs 1,273 - 1,273 1,217
Administration expenses 737 - 737 701
11,302 98 11,400 10,265
Operating costs are stated after charging/icrediting)
Employee benefits expense 3 1760 1,613
Amortisation of non-operating intangibles 8 100 83
Amortisation of operating intangibles 8 22 13
Profits less losses on disposal of non-current assets 6 (5}
Depreciation of owned property plant and equipment 9 394 37
Exceptional impaument of property plant and equipment 92 -
Exceptional impairment of operating intangibles 6 -
QOperating lease payments under property leases 122 i10
Operating lease payments for hire of plant and equipment 14 13
Other operating Income (20] (19)
Research and development expenditure 23 24
Fair value gains on financial assets and habilities held for trading (30} (29)
Fair value losses on financial assets and habilities held for trading 27 24
Foreign exchange gains on operating actvities (50} {35)
Foreign exchange losses on operating activities 52 38

! Refer t0 accounting palicy on page 70

An exceptional charge of £98m has been made to impair property, plant and equipment {£92m) and operating intangibles (£6m) in the
Australian meat business (see note 9 for further details) An exceptional tax credit of £29m arose on this tem

2012 2011
Auditors’ remuneration £m £m
Fees payable to the Company’s auditor and its associates

in respect of the audit
Group audit of the Company’s financial statements 06 05
Audit of the Company’s subsidiaries pursuant to legisiation 51 47
Total audit remuneration 57 52
Fees payable to the Company’s auditor and its associates in respect

of non-audit related services
Other services pursuant to legislation 03 04
Tax services 19 20
information technology services 03 03
All other services 03 05
Total non-audit related remuneration 28 32
Fees payable to the Company’s auditor and its associates in respect

of the group's pension schemes
Audit of the pension schemes 02 01

02 01
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3 Employees 2012 2011
Average number of employees
United Kingdom 37,536 36 330
Europe & Africa 45,301 41,364
The Amerncas 3,822 37N
Asia Pacific 19,584 20,828
106,243 102,253
Note £m Em
Employee benefits expense
Wages and salaries 1,507 1,385
Social security contrbutions 159 137
Contrbutions to defined contribution schemes 12 53 51
Charge for defined benefit schermes 12 33 32
Equity-settled share-based payment schemes 22 8 8
1,760 1,613
Details of directors’ remuneration share options and pension entitlements are shown in the Remuneration report on pages 52 to 68
4 Interest and other financial income and expense 2012 201
Note £m fm
Finance income
Cash and cash equivalents 9 9
9 9
Finance expense
Bark loans and overdrafts (52) (48)
All other borrowings {57) {45)
Finance leases {1 ]
Other payables {n (3
Unwinding of discount on provisions {3) {4)
(114) (101)
Other financial ncome/{expense)
Expected return on employee benehit scheme assets 12 147 149
Interest charge an employee benefit scheme habihues 12 {142) {142)
Net financial income from employee benefit schemes 5 7
Net foreign exchange losses on financing activities {3) -
Total other financial income 2 7
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NOTES FORMING PART QF THE FINANCIAL STATEMENTS contimueo

for the 52 weeks ended 15 Septermber 2012

5 Income tax expense

2012 2071
£m fm
Current tax expense
UK —corporation tax at 25 1% (2011 - 27 1%) 108 80
Cverseas — corporation tax 110 88
UK — {over)funderprowvided in prior periods (6 16
Overseas ~ overprovidad in pnor penods {2) {25}
210 159
Deferred tax expense
UK deferred tax (14} (5)
Overseas deferred tax {20} 22
UK — underprovided in prior periods 3 1
Overseas - (over//underprowided in prnior penods (1) 3
{32) 21
Total income tax expense in Income statement 178 180
Raconciliation of effective tax rate
Profit before taxation 761 757
Less share of profit after tax from joint ventures and associates {27} (37)
Profit before taxation excluding share of profit after tax
from joint ventures and associates 734 720
Nominal tax charge at UK corporation tax rate of 25 1% {2011 - 27 1%) 184 195
Benefit of lower 1ax rates {19) {35}
Expenses not deductible for tax purposes 3 22
Profits/losses on disposal of assets covered by tax exemptions or unrecognised capital losses 2 (2)
Deferred tax not recognised 14 5
Adjustments in respect of prior penods (6} {5)
178 180
Income tax recognised directly in equity
Deferred tax associated with defined benefit schemes {23) 4
Deferred tax associated with share-based payments 2 {2}
Deferred tax associated with movemnent in cash flow hedging position 4) 1
Defesred tax asscciated with movements in foreign exchange (3} 1
Current tax associated with movements in foreign exchange 4 1
{24) 5

The tax credit of £29m ansing on the exceptional Impairment charge in the year 1s ncluded within the overseas deferred tax credit

Following the enactment of legislation in the UK to reduce the corporation tax rate to 23% from 1 Apnil 2013 the effective tax rate this year
includes the impact on the income staternent of calculating the UK deferred tax balances at the lower UK corporation tax rate The impact
of this rate change 1s a £12m reduction in the tax charge in the income statement Proposed future reductions in the UK tax rate to 22% will

be reflected when the relevant legislation i1s substantively enacted

Deferred taxation balances are analysed in note 13

6 Dividends

2012 2m

pence penca 2012 20n1

per share per shara £m fm

2010 final - 1620 - 128
2011 intenm - 790 - 62
2011 final 16 85 - 133 -
2012 interim 850 - 67 -
25 35 2410 200 190

The 2012 intenm dividend was declared on 24 Apnl 2012 and paid on 6 July 2012 The 2012 final dividend of 20 O pence, total value of

£158m, will be paid on 11 January 2013 to shareholders on the register on 7 Decernber 2012

Dividends relating to the peniod were 28 5 pence per share totaling £225m (2011 - 24 75 pence per share totaling £195m)
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7 Earnings per share

The calculation of basic earmings per share a1 15 September 2012 was based on the net profit attnbutable to equity shareholders of
£555m (2011 — £541m}, and a weighted average number of shares outstanding during the year of 789 million (2011 — 788 mdlion} The
calculation of the weighted average number of shares excludes the shares held by the Employee Share Ownership Plan Trust on which
the dwidends are being waved

Adjusted earnings per ordinary share, which exclude the iImpact of profits less losses on disposal of non-current assets and sale and closure
of businesses, amortisation of non-operating intangibles, exceptional itemns, and the associated tax credits, 1s shown to provide clanty on
the underlying performance of the group

The diluted earmings per share calculation takes into account the dilutive effect of share options and share incentives The diluted, weighted
average nurmber of shares 1s 789 milhon {2011 - 788 millon} There 1s no difference between basic and diluted earnings

2012 2011
£m £m
Adjusted profit for the period 688 583
Disposal of non-current assets {6} 5
Sale and closure of businesses {9) -
Exceptional items {98) -
Tax effect on above adjustments N -
Amortisaticn of non-operating mtangtbles {100) (83)
Tax credit on non-operating intangibles amortisation and goodwill 33 25
Non-controlling interests’ share of amortisation of non-operating intangibles net of tax 16 1
Profit for the period attributable to equity shareholders 555 541
2012 2011
pence pence
Adjusted earnings per share 872 740
Disposal of non-current assets (0 8) 06
Sale and closure of businesses 11 -
Exceptional items (12 4) -
Tax effect on above adjustments 39 -
Amaorbisation of non-operating intangbles 127) (tos
Tax credit on non-operating intangibles amortisation and goodwill 42 32
Non-controling interests’ share of amortisauon of non-operating intangibles net of tax 20 14
Earnings per ordinary share 703 687
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS contimeo

for the 52 weeks ended 15 September 2012

8 Intangible assets

Non-operaung Operating
Customer Grower
Goodwill Technology Brands relationships agréeements Other Other Total
£m £m fm Em £m £m Em £m

Cost
At 18 September 2010 1,355 244 349 104 198 9 126 2,385
Other acquisitions — externally purchased - - - - - - 60 60
Other disposals - - - - - - 12) 12)
Effect of movements in foreign exchange 8 4 - 5 (9) - 8 16
At 17 September 2011 1,363 248 349 108 189 9 182 2449
Other acquisiions — externally purchased - - - - - - 46 46
Acquired through business combinations 8 - 34 2 - - - a4
Other disposats - - - - - - {14) (14)
Effect of movementis in foreign exchange {61) {13} {10} {7) (23) (1) 4 {109}
At 15 September 2012 1,320 238 373 104 166 8 210 2,416
Amortisation and impairment
At 18 September 2010 5 130 135 78 80 9 23 460
Armortisation {or the year - 17 29 17 20 - 13 96
Effect of movements in foreign exchange - 1 - 1 {5} - 3 -
At 17 September 2011 5 148 164 96 a5 9 39 556
Amortisation for the year - 47 32 4 17 - 22 122
Imparrment - - - - - - 6 6
Other disposals - - - - - - pd] {2)
Effect of movements in foreign exchange - (8) t)] (6) 12} {1) (1) {35)
At 15 September 2012 5 187 189 94 100 8 64 647
Net book value
At 18 September 2010 1350 114 214 26 118 - 103 1,925
At 17 September 2011 1,358 100 185 13 94 - 143 1,893
At 15 September 2012 1315 48 184 10 66 - 146 1,769

The imparrment of operating intangibles relates to IT assets in the meat business in George Weston Foods See note 9 for further details

The impatrment is included in the Grocery and Asia Pacific segmenits

The increase in the amortisatton charge for the year reflects the decline in profitability of the AB Maun business resulting \n the need to
foreshorten the useful economic lives of certain assets oniginally acquired with the business
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8 Intangible assets continued

Impairment of goodwill

As at 15 September 2012 the consolidated balance sheet included goodwill of £1,315m (2011 - £1,358m) Goodwill 1s allocated to the
group's cash-generating units (CGUs), or groups of CGUSs that are expected 1o benefit from the synergies of the business combination that
gave nse to the goodwill, as follows

2012 2011

Cash-generating unit {CGU) or group of CGUs Primary reporting segment £m f£m
ACH Grocery 237 245
AB Maun Ingredients 347 358
Twinings Ovaltne Grocery 19 119
Capullo Grocery 58 58
llovo Sugar 161 184
AB World Foods Grocery 58 58
North China Sugar Sugar 67 68
QOther* Various 268 268
1,315 1358

* The amount of goodwnl allocatad to each CGU or group of CGUs 15 not indimdually sigruficant

A CGU, or group of CGUs, to which goodwill has been atlocated must be assessed for mparrment annually, or maore frequently if events
or circumstances Indicate that the carrying amount may not be recoverable

The carrying value of goodwill 1s assessed by reference to its value in use to perpetuity reflecting the projected cash flows of each of the
CGUs or group of CGUs These projections are based on the most recent budget, which has been approved by the board and reflects
management's expectations of sales growth, operating costs and margin, based on past expenence and external sources of information
Long-term growth rates for perniods not covered by the annual budget reflect the products, industries and countries i which the relevant
CGU, or group of CGUs, operate

For some recently acquired intangible assets, management expects to achieve growth over the next three to five years in excess of the
long-term growth rates for the applicable country or region In these circumstances, budgeted cash flows are extended, generally to
between three and five years, using specrfic growth assumptions and taksng into account the specific business nisks

The key assumptions on which the cash flow projections for the most recent annual budget are based relate to discount rates, growth
rates and expected changes in volumes, selling prices and direct costs

The cash flow projections have been discounted using a range of rates based on the group’s pre-tax weighted average cost of capital
adjusted for country nsk The rates used were In a range between 8% and 12 8% (2011 ~ between 8% and 12%)

The growth rates to perpetuity beyond the initial budgeted cash flows applied in the value in use calculatons for goodwill allocated
to each of the CGUs or groups of CGUs that are significant 1o the total carrying amount of goodwill were In a range between 0% and 3%
{2011 - between 0% and 2 5%)

Changes in volumes, selling prices and direct costs are based on past results and expectations of future changes in the market

Sensitivity to changes in key assumptions

Imparrment testing Is dependent on management’'s estimates and judgements, particularly as they relate to the forecasting of future cash
flows, the discount rates sefected and expected long-term growth rates Each of the group's CGUs had significant headroom under the
annual tmpairment review with the exceptton of AB Maur and the North China sugar business

AB Maun has expenenced increased competitive pressure, higher molasses costs and an inability to recover nflationary cost increases
through pricing in its different businesses around the world This resulted in an indicator of imparrment nisk under the strict requirements
of IFRS Management has reviewed detailed forecasts for this business taking those 1ssues into account and has concluded that the
assets are not imparred Headroom was $218m on a CGU carrying value of $1,405m The discount rate used was 11 5% and would have
to increase to more than 12 7% hefore value in use fell below the CGU carrying value Estimates of long-term growth rates beyond the
forecast periods were 1 5%-2% per annum for all regions apart from China and the remainder of Asia, where 2 5% was used

In North China Sugar, current forecasts continue to support the carrying value of the assets of the business, but the achievement of these
forecasts depends on significant improvements in a vanety of operational parameters, including agricultural yields, factory volumes and

recovery of sugar pnce Management has reviewed detailed forecasts for this business taking those 1ssues into account, and has concluded

that no iImparment 1s required Headroom was £17m on a CGU carrying value of £251m The discount rate used was 12 8% and would
have to increase to 13 4% to reduce value in use to below the CGU carrying value The estimate of long-term growth beyond the forecast
penod was 2% per annum

For all goodwall other than AB Maurt and North China Sugar, management has conduded that no reasonably possible change in key
assumptions on which it has determined value in use would cause carrying values to matenally exceed value in use
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS conmmueo

for the 52 weeks ended 15 September 2012

9 Property, plant and equipment

Land and Plantand  Fixtures and  Assets under
buldings machinery fitings  coastructon Total
fm £m £m tm fm
Cost
At 18 September 2010 1,951 2,779 1,085 296 6081
QOther acquisitions 164 225 232 162 783
Interest capitalised - - - 2 2
Other disposals 21 {155) {a7) - {223)
Transfers from assets under construction 1 278 3 (292) -
Effect of movements in foreign exchange 39 35 i1 9 94
At 17 September 2011 2,144 3162 1,254 177 6737
Other acquisitions 100 146 267 196 708
Interast capitahsed - - - 2 2
Other disposals (26} {130) {48) - (204)
Transfers {rom assets under construction 12 98 1" (121) -
Effect of movements in foreign exchange {54} {103) {31} {4) (192)
At 15 September 2012 2176 3173 1,453 250 7,052
Depreciation and impairment
At 18 September 2010 3 1,431 368 - 2140
Depreciation for the year 43 177 97 - 317
Cther disposals 24} {147} {45) - {216)
Effect of movements in foreign exchange B 21 4 - 3N
At 17 September 2011 366 1,482 424 - 2,272
Depreciation for the year 52 214 128 - 394
Imparrment 38 57 - - 95
Other disposals (24) (124} (48) - {196}
Effect of movements in foreign exchange (7) {38} (8} - (54)
At 15 September 2012 425 1,691 495 - 2,511
Net book value
At 18 Septermber 2010 1610 1,348 687 296 3,91
At 17 September 2011 1778 1,680 830 177 4 465
At 15 September 2012 1,751 1,582 958 250 4,541
2012 201
£m £m
MNet book value of finance lease assets 12 i2
Land and builldings at net book value comprse
- freehold 1,365 1,385
- long leasehold 290 285
- short leasehold 96 98
1,751 1778
Capital expenditure commitments — contracted but not provided for 225 166
Impairment

In the Australian meat business continuing retaler pnce competition, compettor activity, lower production volumes and huigher costs at the
new factory at Castlemaine, Viciona have led to poor trading results and the need for a restructuring of sales distribution and warehousing
Thus has given rise to an iIndicator of imparrment nsk and following a detaled assessment, management has concluded that the carrying
value of the assets in the meat business I1s no longer supported by its discounted forecast cash flows A discount rate of 10 5% was used
The key sensitwity in the value in use calculation 1s volume recovery

An impairment charge of A$150m (E98m) has been charged to exceptional items in the income statement A$140m (£92m} was taken
against property, plant and equipment, comprising A$56m (£37m} to land and buldings, and A$84m {£55m) to ptant and equipment
A$10m {£6m} was provided against operating intanaibles {see note 8) The net book value of property, plant and equipment and operating
intangibles in the meat business prior to the Imparment was A$350m, and A$200m afterwards Accounting standards do not permit the
inclusion, in the iImpairment calculation, of cash flows that are expected 1o be generated from the future sale of former meat processing
sites in Western Austraha and Victoria, which are being redeveloped and where the net cash inflows are expected to be substantial The
impairment 1s included in the Grocery and Asia Pacific segments
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10 Brological assets

Current Non current
Growing Cane
cane Othar Total roots
fm fm £m £m
At 18 September 2010 92 8 100 97
Transferred o inventory (102) (23) {125) -
Purchases - 2 2 1
Changes in farr value 18 21 139 7
Effect of movements in fareign exchange {4) - (4} (6}
At 17 September 2011 104 8 112 99
Transferred to inventory {138} 28) {168} -
Purchases 1 2 3 1
Changes in farr value 158 26 184 10
Effect of movernents in foreign exchange {24) - (24) {21)
At 15 September 2012 101 8 109 89
Cane roots 2012 2011
Area under cane as at the end of the perrod (hectares}
South Afnca 8,477 7,980
Malawt 20,594 20,608
Zambia 17113 17,163
Swaziland 8,646 8 657
Tanzania 9,676 9,776
Mozambique 6,000 5,570
70,506 69,754
Growing cane
The following assumptions have been used in the determination of the estimated sucrose tonnage at 15 September 2012
Sauth Africa Malaw Zambia Swaziland Tanzama  Mozambique
Expected area to harvest (hectares) 5038 20,181 16,8688 8,096 9,676 5,870
Estimated yield {ionnes cane/hectare) 720 10989 no 1066 810 936
Average matunty of cane 56 0% 66 7% 66 7% 66 7% 50% 66 7%

The following assumptions were used in the determination of the estimated sucrose tonnage at 17 September 2011

Scuth Afnca Mataw Zamb:a Swaziland Tanzanis Mozambique
Expected area to harvest {hectares) 5,010 20,173 16,944 8,029 9,776 5,484
Estimated yield {tonnes cane/hectare) 694 1104 1200 108 800 950
Average maturity of cane 56 0% 66 7% 66 7% 66 7% 50% 66 7%
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS contmueo

for the 52 weeks ended 15 September 2012

11 Investments in joint ventures and associates

Jount ventures Asscriates

Shares Gaoodwilt Total Shares Goodwill Total

£m tm fm fm £m fm

At 18 September 2010 107 14 21 38 - 38
Acquisitions 4 1 5 - - -
Profit for the penod 29 - 29 8 - 8
Divdends receved {8) - (6) 13) - (3
Effect of movements in foreign exchange L - 1 1 - 1
At 17 September 2011 135 15 150 44 - 44
Acguisitions 6 - 6 - - -
Profit for the period 25 - 25 2 - 2
Ddends received (5) - 15 (6} - (6}
Effect of movements in foreign exchange (5) 3 (2} (1} i -
At 15 September 2012 156 18 174 39 1 40

Detalls of principal joint ventures and associates are listed in note 28

Included in the consoldated financial statements are the following items that represent the group’s share of the assets, labilities and profit
of joint ventures and associates

Joint ventures Associates
2012 2011 2012 2011
£m fm £m £m
Non-current assets 233 206 22 22
Current assets 287 305 125 166
Current liabilites {198) {221) (107} {143)
Non-current hablities {166) {155} 4}] {1
Goodwill 18 15 1 -
Net assets 174 150 40 a4
Revenue 1,273 1,221 B85 96
Expenses {1,243) {1185) {81} {84}
Taxation (5) {7 {2} (4}
Profit for the penod 25 29 2 8

12 Employee entitlements
The group operates pension schemes, the majority of which are of the defined benefit type The group also operates a small numiber
of unfunded overseas post-retirement medical benefit schemes

UK schemes

The group's principal UK defined benefit pension schemes are funded schemes and are closed to new members, with defined contribution
arrangemenits in place for other employees The pension costs in the UK for the defined benefit schemes are assessed in accordance with
the adwvice of independent qualified actuanes using the projected unit method For defined contnbution schemes, the pension costs are the
contrnbutions payahle

Actuarial gains and losses ansing over the financial year are recognised immediately in other comprehensive income and are reflected
In the balance sheet at 15 September 2012 Past service cost 1s recognised immediately in the income staternent to the extent that the
benefits have already vestad

The last actuarial valuation of the Associated Bntish Foods Pension Scheme was camed out as at 5 April 2011 At the valuation date

the total market value of the assets of the Scheme was £2,559m and represented 101% of the benefits that had accrued to members after
allowing for expected future increases m earnings By agreement with the trustees, the Company agreed to eliminate the deficit identified
at the ime of the triennial actuanal valuation of the Scheme in 2008 with five annual payments of £30m The fourth of these payments was
made in March 2012, and atthough the fund was in surplus at the time of the most recent valuation, the Company has agreed to make the
final payment in March 2013

Overseas schemes

The group also operates defined benefit pension schemes in Australia and New Zealand the United States, Canada, the Republic of Ireland,
Spain, Swtzerland, Germany, France Italy, the Philippines, Thalland, Mexico, and South Afnca These schemes are pnmarnly funded schemes
The charge for the year Is based on recommendations by qualified actuaries Unfunded post-retirement medical benefit schemes are
accounted for as defined benefit pension schemes For defined contribution schemes, the pension costs are the contributions payable
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12 Employee entitlements continued

Assumptions

The UK pension schemes represent 80% (2011 - 90%} of the group’s scheme assets and 88% {2011 — 88%) of the group’s scheme hatilibes
The financial assumptions used to value the UK pension schemes under IAS 19, together with the expected long-term rates of return on
assets, are

22 2011 2010

% % %

Discount rate 46 51 52
Inflation 31 33 36
Rate of Increase in salanes a1 43 50
Rate of increase for pensions in paymeant 29 31 33
Rate of increase for pensions in deferment {where provided) 26 28 30

The mertality assumptions used to value the UK pension schemes are dentved from the STNA generational mortality tables wath
improverments in ine with the projection model prepared by the Conttnuous Mortality Investigation of the UK actuanal profession, with
no rating for males and a +0 2 year rating for females, with a long-term underpin of 1 5% These moriality assumptions take account of
expenence 1o date, and assumptions for further improvements in life expectancy of scheme members

Examples of the resutting life expectancies are as follows

2012 20M
Life expectancy from age 65 {in years) Male Female Male female
Member aged 651n 2012 {2011} 26 247 225 246
Memmber aged 65 in 2032 (2031) 248 271 247 270

The other demographic assumptions have been set having regard to the latest trends in scheme expenence and other retevant data The
assumptions are reviewed and updated as necessary as part of the penodic actuanal valuation of the pension schemes

For the overseas schemes, regionally eppropnate assumptions have been used where recommended by iocal actuanes

Balance shest

The expected rates of return on plan assets were determined, based on actuanal advice, by a process that takes the long-term rate of return
on government bonds available at the balance sheet date and with a simslar maturity to the scheme habilities, and applies to these rates
suitable nisk premia that take account of histonc market returns and current market long-term expectations for each asset class

The UK schemes’ net pension lrabihity of £4m {2011 - £16m asset) plus the overseas schemes’ net pension liability of £91m {2011 — £60m
lability) totals a hability of £85m (2011 — £44m) This equates to the employee benefits asset of £18m {2011 - £35m} and liability of £113m
{2011 — £79m} shown on the face of the consolidated balance sheet

The expected rates of return and market values of the assets of the principal schermnes were as follows

2012 2012 201 2011 2010 2010
UK schemes % £m % £m % £m
Expected long-term rates of return
Equities 63 961 67 827 71 831
Government bends 33 896 37 831 41 542
Non-government bonds 46 638 51 939 52 919
Property 48 103 52 102 56 a0
Other 05 17 05 7 05 23
Total market value of plan assets 2,715 2 506 2,406
Present value of scheme habilities {2,719) {2,490} 12.434)
Net pension (hability)/asset {4} 16 (29)
Unfunded habiity included in the present value of scheme labiities above {19} {17} {15}

The plan assets, scheme liabilities and aggregate net deficit of the plans were respectively £2,135m, £2,211m and £76m in 2009 and
£2,202m, £2,117m and £85m surplus in 2008

The sensitivities regarding the principal assumptions used to measure UK scheme liabilities at 15 September 2012 are

Change in assumption Impact on scheme habiities
Discount rate decreasefincrease by 0 5% increase/decrease by 9 0%
Inflation increasefdecrease by 0 5% increase/decrease by 7 9%
Rate of increase in salanes ncreasefdecrease by 0 5% increase/decrease by 1 6%
Rate of mortality reduce by one year increase by 2 7%
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tor the 52 weeks ended 15 September 2012

12 Employee entitlements continued 2012 2012 201 201 2010 2010
Overseas schemes % £m % £m % £m
Expected long-term rates of return
Equities 72 139 80 128 77 12
Government bonds 37 33 47 36 43 34
Non-government bonds 37 56 35 53 29 a1
Property 43 4 52 6 71 5
Other 40 56 59 59 63 93
Total market value of plan assets 288 282 285
Present value of scheme habibties (371) (334) {342)
Aggregate net deficit of the plans {83) (52 (57
Irrecoverable surplus (a} i8) {8) (13)
Net pension habiity {91) (60) {70)
Unfunded hiability included in the present value of scheme habiliies above {38) {34) (36)

The plan assets, scheme liabilities and aggregate net deficit of the plans were respectively £238m, £242m and £4r i 2009 and £222m,
£211m and £11m surplus in 2008

{a) The surpluses in the plans are only recoverable to the extent that the group can benefit from either refunds formally agreed or from
future contribution reductions

Income statement
The charge to the Income staterment comprises

2012 201
£m £m

Charged 1o operating profit
Defined benefit plans

Current service cost (34) (39)

Gain on curtaitment 1 7
Defined contnbution plans {53) {51
Total operating cost (86} (83}
Reperted in other financial Incemefiexpense)
Expected return on assets 147 149
Interest charge cn liabilities {142) {142}
Net financial Income from employee benefit schemes 5 7
Net impact on the iIncome statement {before tax} {81} {76)

The actual return on scheme assets was a gain of £294m (2011 - gain of £153m)
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12 Employee entitlements continued

Cash flow

Group cash flow In respect of employee benefits schemes comprises contributions paid to funded plans and benefiis paid in
respect of unfunded plans In 2012, the benefits pawd in respect of uniunded plans was £nil {2011 - £1m} Company contnibutions
to funded defined benefit plans are subject to penadic review In 2012, contnbuiions to funded defined benefit plans amounted to
£71m (2011 — £70m) Contrnbutions to defined contribution plans amounted to £53m {2011 - £51m)

Total contributions to funded plans and benefit payments by the group in respect of unfunded plans are currently expected to be
approximately £67m in 2013 (2012 - £70m}

Other comprehensive income
Arnounts recognised in other comprehensive income

2012 20m

£m Em
Actual return less expected return on pension scheme assets 147 4
Expernience gains and losses ansing on scheme liabilities 204 67
Changes in assumptions underlying the present value of scheme liabilties {450} {62}

{99) 9
Change in unrecognised surplus - 3
Net actuanal (loss)gain recognised in other comprehensive income (before tax) {99) 12

Cumulative actuarial losses from 19 September 2004 reported in other comprehensive incorme are £434m (2011 — cumulative actuanial
losses of £335m)

Reconcihation of change 1n assets and habilities

2012 2001 2012 2011 2012 2011
assets assets  habilities liabilines net net
£m fm Em fm £m fm
Asset/{lability} at beginning of year 2,788 2,690 (2,824) (2,776) (36) (86)
Current service cost - - [34) {39) (34} 39)
Employee contributions 9 10 {9 (10) - -
Employer contributions Fa 70 - - 70 70
Benehit payments {137) (141) 137 142 - i
Gan en curtallments - {3) 1 10 1 7
Financral income 147 149 - - 147 149
Financial expense - - {142) {142} {142) (142}
Actuanal gain/(loss) 147 4 {246) 5 {89) g
Effect of movements in foreign exchange (22} 9 27 {14} 6 {5}
Asset/liability) at end of year 3,003 2788  (3,090) (2,824) (87) (36)
History of experience gains and losses 2012 2011 2010 2009 2008
Difference between the expected and actual return on scheme assets
—amount {(£m) 147 4 236 {203) (170}
- percentage of scheme assets 4 9% 01% 88% 86% 70%
Expenence gains and losses on scheme hiabilities
— amount (Em} 204 67 {15) 5 81
- percentage of scheme habiives 6 6% 24% 05% 02% 26%
Totat amount included in other comprehensive Income
—amount (Em} {99} 9 (37) (231 {253)
- percentage of scheme liabiliies 32% 03% 13% 94% 109%
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS conrmues

for the 52 weeks ended 15 September 2012

13 Deferred tax assets and habilities

Praperty Financial Other  Tax value of
plantand Intangble Employee assetsand tempovary carry-forward

equipment assets benefits  labhhes diffarences losses Total
fm £m £m £m £m £m fm
At 18 September 2010 198 123 27) - 28 (84) 238
Ameunt chargedficredited) 10 the income statement 3i {8 10 - 18 {14) 37
Amount charged/(credited) 1o other comprehensive income - - 4 1 1 - 6
Amount charged/(credited) directly to equity - - 2 - - - {2)
tffect of change i tax rate on income statement (24) - - - 1 7 {16}
Effect of movements in foreign exchange m - - — {4) {4) (9)
At 17 September 2011 204 15 {15) 1 44 {95} 264
Amount charged/{credited} to the income stalement (13) {15) 8 (n 2 {4) (23)
Amount charged/{credited} to ather comprehensive income - - {21) (4) (3 - {28}
Effect of change in tax rate on income statement (3) (1 - - - {5) {9}
Effect of movements in foreign exchange (9} {4} 2 - (10} 4 {17}
At 15 Septembaer 2012 179 95 (26} {4} 33 {100) 177

Certain deferred tax assets and labilities have been offset The following 1s the analysis of the deferred tax balances (after offset} for

financial reporting purposes

2012 20m
fm £
Deferred tax assets (189} {(150)
Deferred tax liabiities 366 404
177 254

The recoverability of deferred tax assets 15 supported by the expected level of future profits In the countries concerned Other deferred tax
assets totaling £45m (2011 - £29m) have not been recognised on the basis that ther future economic benefitis uncertain

In addition, there are temporary differences of £2,098m {2011 - £2,095m) relating o investments in subsidianes No deferred tax has been
provided in respect of these differences, since the timing of the reversals can be controlled and 1t 1s probable that the temporary differences
will not reverse (in the future

14 Trade and other receivables

2012 20
£m fm
Non-currant - other receivables

Loans and receivables 147 187
Other non-current investments 4 16
151 203

Current - trade and other receivables
Trade receivables 980 939
Other receivables 138 136
Accrued income 19 19
1137 1,094
Prepayments and ather non-financial recevables 99 165
1,236 1,269

The directors consider that the carrying amount of receivables approximates fair value
For detalls of credit nsk exposure on trade and other recevables, see note 24

Trade and other recevables include £16m (2011 — £18m} in respect of finance lease recevables, with £13m in non-current loans and
receivables and £3m in current other receivables {2011 — £16m in non-current loans and receivables and £3m in current other receivables)
Mirnimum lease payments recevable are £3m within one year and £13m between one and five years (2011 — £3m within one year, £14m
between one and five years, and £3m after five years)

The finance lease receivables relate to property, plant and equipment leased to a joint venture of the group (see note 27)
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15 Inventones

Mz 2011
£m £m
Raw matenals and consumables 378 362
Work in progress 38 35
Finished goods and goods held for resale 1,084 1028
1,500 1,425
Write down of Inventones (66) 89
16 Cash and cash equivalents 2012 201
Note £m £m
Cash
Cash at bank and in hand 233 331
Cash equivalents 158 10
Cash and cash equivalents 24 37 341
Reconciliation to the cash flow statement
Bank overdrafts 17 {146) (50)
Cash and cash equivalents in the cash flow statement 245 29
Cash at bank and in hand generally earns interest at rates based on the daily bank deposit rate
Cash equrvalents generally comprise
I} deposits placed on money markets for penods up to three months which earn interest at a short-term deposit rate, and
{n) funds invested with fund managers that have a matunty of less than or equal to three months and are at fixed rates
The carrying amount of cash and cash equivalents approximates fair value
17 Loans and overdrafts 2012 2011
Note £m fm
Current loans and overdrafts
Secured redeemable debenture stock 2013 150 -
Secured loans 23 37
Unsecured loans and overdrafts 365 692
538 729
Non-current loans
Secured redeemable debenture stock 2013 - 150
Secured loans 69 189
Unsecured loans 833 546
Finance leases 25 12 12
914 897
24 1,452 1,626
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for the 52 weeks ended 15 September 2012

17 Loans and overdrafts continued

2012 2011
Note £m £m
10%% secured redeemable debenture stock 2013 {GBP) 150 150
Secured loans
—USD floating rate - 10
— ZAR floating rate - 79
- RMB floating rate 1 53
- Other floating rate 81 81
— Other fixed rate - 3
Unsecured loans and overdrafts
- Bank overdrafis 16 146 50
- GBP floating rate 122 514
- GBP fixed rate 160 a1
- USD floating rate 1 28
- USD fixed rate 597 295
- EUR floating rate 32 146
- EUR fixed rate 17 19
— RMB floating rate m 98
- RMB fixed rate 6 2
— Other floating rate 5 5
- Other fixed rate 1 2
Finance leases {fixed rate) 12 12
1,452 1,626

Secured loans comprise amounts borrowed from commercial banks and are secured by floating charges over the assets of subsidianes

Bank overdrafts generally bear interest at floating rates

18 Trade and other payables

2012 201

£fm fm

Trade payables 824 788
Accruals 681 622
1,505 1410

Deferred income and other non-financial payables 247 217
1,752 1,627

For payables with a remaining life of less than cne year, carrying amount 1s deemed to reflect the fair value
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18 Provisions

Deferred

Restructunng  congiderateon Other Total

£m £m £m £m

Ai 17 September 2011 24 69 43 136
Created 6 9 13 28
Unwinding of discount - 3 - 3
Uuhsed (9 1 {2) (12}
Released 1] - {14) (15}
Effect of movements in foresgn exchange - - {4) (4}
At 15 September 2012 20 80 36 136
Current 12 70 16 a8
Non-current 8 10 20 38
20 80 36 136

Prowisions include financial habilities of £136m (2011 — £136m) {see note 24)

Restructuring
Restructuring provisions relate to the cash costs, including redundancy, associated with the group’s announced reorganisation plans,
of which the majonty will be utihsed in 2012/13

Deferred consideration

Deferred consideration comprises estimates of amounts due to the previous owners of businesses acquired by the group which are
often inked to performance or other conditions

Other

Other provisions mainly comprise Iiigation claims and warranty clams ansing from the sale and closure of businesses The extent
and tirrung of the utilisation of these prowvisions 15 more uncertain given the nature of the clairns and the period of the warranties

20 Share capital and reserves
Share capital

Ordinary
shares of
§'%ap MNominal
each value
000 £m
Issued and fully paid
At 17 September 2011 and 15 September 2012 791,674 45

At 15 September 2012, the Company’s issued share capital compnsed 791,674,183 ordinary shares of 5'%42p each, carrying one vote
per share

Other reserves
£173m of other reserves arose from the cancellation of share premium account by the Company in 1933 The remaining £2m arose in 2010
as a transfer to capttal redemption reserve following redemption of two miflion £1 deferred shares at par Both are non-distributable

Translation reserve
The translation reserve comprises all foreign exchange differences ansing from the translation of the financial staterents of foreign
operations, as well as from the translation of habilities that hedge the group’s net investment in foreign subsidianes

Hedging reserve
The hedging reserve comprises all changes in the value of denvatives to the extent that they are effective cash flow hedges net of amounts
recycled from the hedging reserve on occurrence of the hedged transaction or when the hedged transaction 1s no longer expected to occur
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NOTES FORMING PART OF THE HINANCIAL STATEMENTS contiueo

for the 52 weeks ended 15 September 2012

21 Acquisitions and disposals

2012

Dunng 2012, the group acquired Elephant Atta, the UK's leading ethnic flour brand for a consideration of £34m Additionally, a number of
smaller acquisitions were made with a total cash consideration of £3m and deferred consideration payable on prior year acquisitions was
increased by £9m Tota! consideraton therefore amounted 10 £46m Net identfiable assets and liabilities acquired were £38m, comprising
non-operating intangibles of £36m, inventory of £3m, cash of £1m, trade payables of £1m and shori-term borrowings of £1m Goodwall
ansing was £8m

Cash flow on purchase of subsidianies, joint ventures and associates of £45m compnses £37m cash consideration, less £1rn cash acquired,
and a £9m investment in joint ventures

Loss on sale and closure of businesses of £9m compnised a £15m non-cash charge for the write-off of lllovo’s Investment in pre-project
expenditure in Mali (Sugar and Europe & Afrnica segments), offset by a £9m credit for recognition of deferred profit on the disposal of the
group's Polish sugar operations 1n Novernber 2009 (Sugar and Europe & Africa segments) together with other small charges totaling £3m
Cash flow on sale of subsidianies, joint ventures and associates of £2m n the cash flow statement compnses receipts of deferred
consideration in respect of previous business disposals

20M

Duning 2011, the group completed no new busingss combinations or busness disposals Cash flow on purchase of subsidianes, joint
ventures and associates of £24m comprised £15m in respect of previous acquisitions and £9m investment in a joint venture Cash flow
on sale of subsidiaries, joint ventures and associates of £3m in the cash flow statement compnses receipts of deferred consideration in
respect of prevtous business disposals

22 Share-based payments
The group had the following equity-settled share-based payment plans in operation dunng the penod

Associated British Foods 2000 Executive Share Option Scheme {"the 2000 Scheme’)

This scheme was approved and adopted by the Company at the annual general meeting held on 15 December 2000 Under the terms

of the 2000 Scheme, options to purchase ordinary shares in the Company may be granted to selected employees over the ten years from
15 December 2000 The options must be held for three years before they become exercisable The exercise of an option under this scheme
will, in aceordance wath institutional shareholder guidelines, be conditionat on the achievermant of performance critenta which are based on
growth In the group’s profits

Associated British Foods Executive Share Incentive Plan 2003 ("the Share Incentive Plan’)

The Share Incentve Plan was approved and adopted by the Company at the annual general meeting held on 5 December 2003 It takes
the form of conditional allocations of shares which will be released If, and to the extent that, certain performance targets are satsfied over
a three-year performance period

Further information regarding the operation of the above plans can be found on pages 52 and 54 of the Remuneration report

Details of the group's equity-settled share-based payment plans are as follows

Balance Balance
Qutstanding at outstanding
the begnmng Grantad/ Expiradf at the end
of the year awarded Exercised Vestad lapsed of the year
2012
the Share incentive Plan 5373360 1,944,957 - {1,046,375) (1,096,003) 5175938
201
the 2000 Scheme 75,000 - (55,000) - {20,000) -
the Share Incentive Plan 5791563 1962219 - (1132083) (1,248,329) 5373360
Range of Weghted
eXarcIse average
Weighted average exercisa price of options pn::[i::; wm::g:;?::;g
QOutstanding at Cutstanding Exercisable outstanding  of ocutstanding
tha beginning Expired/ at the end at the end attheend options at the
of tha year Granted Exercised Farferted lapsed of the year of the year of the year end of the year
pence pence pence pence pencea pence pence pence years
201
the 2000 Scheme 484 00 - 484 00 = 484 00 - - nfa -

Mo share options were exercised dunng the year The weighted average market price for share options exercised dunng 2011
was 1,106 pence
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22 Share-based payments continued

Qrdinary shares already 1ssued and subyect to option under the 2000 Scherne, or subject 1o allocation under the Share Incentive Plan,

are held in a separate Employee Share Ownership Plan Trust The Trust 1s funded by the Company Voting rights attached to shares held
by the Trust are exercisable by the trustee, who s entitled to consider any recommendation made by a committee of the Company At

15 September 2012 the Trust held 2,768,023 {2011 — 3,815,480) ordinary shares of the Company The market value of these shares at
the year end was £35m (2011 — £43m) The trust has waived its nght to dwidends Movements in the year were releases under the Share

Incentive Plan of 1,046,375 {2011 - releases under the Share Incentive Plan of 1,132,093, share option exercises of 55,000 and purchases
of 1,500 000)

Fair values

The weighted average farr value for the 2000 Scheme was determined using a binomiatl lattice model and for the Share Incentive Plan by
taking the market price of the shares at the time of grant and discounting for the fact that dividends are not paid during the vesting perniod
The weighted average far value of the shares awarded under the Share Incentive Plan during the vear was 1,022 pence {2011 — 999 pence}

and the weighted average share price was 1,099 pence {2011 - 1,074 pence) The dividend yield used was 2 5% No options were granted
under the 2000 Scheme in either 2011 or 2012

In accordance wath the transitional provisions of IFRS 1 the group has recognised an expense in respect of all grants under these plans

made after 7 November 2002 and unvested at 18 September 2004 The group recogmsed a total equity-settled share-based payment
expense of £8m (2011 — £8m)

23 Analysis of net debt

At At

17 September Exchange 15 September

20m Cashilow  Acquisitions  adjustments 2012

fm £m fm £m £m

Cash at bank and in hand, cash equivalents and overdrafts 291 (28) - (18) 245
Short-term borrowings {679} 279 {1 9 (392)
Loans over one year (897) (a4d) - 27 (914)
{1,285} 207 (1) 18 {1,069)

Cash and cash equivalents comprise cash balances, call deposits and investments with onginal maturities of three months or less
Bank overdrafts that are repayable on demand are included as a component of cash and cash equivalents for the purpose of the cash
flow statement
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS conmmoes

for the 52 weeks ended 15 September 2012

24 Financial instruments
a) Carrying amount and farr values of financial assets and labilities

2012 2011
£m Em

Financial assets
Cash and cash equivalents 39 341
Loans and receivables
Trade and other receivables 1137 1,094
QOther nen-current receivables (fair value 2012 - £147m, far value 2011 — £186m} 151 203
At fair value through profit or loss
Derivative assets not designated in a cash flow hedging relationship
- currency derivatives 2 4
—commodity denvatives 8 1
Designated cash flow hedging relationships
Dervative assets designated ang effective as cash flow hedaing instruments
— currency denvatives 17 17
- commodity dervatives 6 4
Total financial assets 1712 1,664
Financial habilities
Financial habilities at amortised cost
Trade and other payables {1,505) (1,410
Secured redeemabie debenture stock (fair value 2012 — £163m far value 2011 - £174m) (150} (150
Secured loans (farr value 2012 — £92m, fair value 2011 — £227m) {92} {226)
Unsecured loans and overdrafts {fair value 2012 - £1,332m, far value 2011 - £1,312m) {1,198) {1,238)
Finance leases (far value 2012 - £10m far value 2011 - £10m) {12) (12
Provisions (136) (136)
At farr value through profit or loss
Dervative habilives not designated in a cash flow hedging relatonship
- currency derivatives 4 (2}
- commodity dervatives (8) 1
Designated cash flow hedging relationships
Denvative iabilites designated and effective as cash flow hedging instruments
- currency denvatives {35) (12)
- commodity derivatives (3} 7
Total financial iabilittes {3,143} {3,194)
Net financial habilities 1,431} {1,630)

Except where stated, carrying amount 1s equal to far value
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24 Financial instruments continued
The methods and assumptions used to esttmate fair values of financial assets and liabilities are as follows

Financial asset/hability Fair value determination
Cash and cash equivalents Far values have been stated at book values due to short matunties or
Trade recevables, other recervables and accrued income otherwise immediate or short-term access and realisability

Trade payables, other payables and accruals

Qther non-current investments {recorded within other These comprise minonty shareholdings held pnmarily in prnvately owned,

non-current recewvables) unquoted companies, where there 15 no active market available to value
themn Where the fair value of the equity instruments cannot be reliably
measured, they are recorded at cost

Where shareholdings are held in pubbcly gquoted companies, bid price 15
used 1o estimate farr value

Other long-term receivables Fair values have been estimated by discounting expected future cash flows
Loans, overdrafts and debenture stock
Finance leases

Dervatives Fair values are typically deternined either by reference to third-party
valuations {usually from a bank) or by reference to readily observable
market prices

The group’s denvatives primarly cover a penad of no more than 12 months
from the balance sheet date and information derived from an active market
15 almost always available to assist with the valuation of denvatives

Provisions These are measured at the directors’ best estimate of the expenditure
required to settle the obligation at the balance sheet date and are
discounted to present value where the effect s matenal Conseguently,
fair value 1s equivalent to book value

Valuation of financial instruments carried at fair value

Financial nstruments carned at fair value in the balance sheet comprse other non-current Investments and denvatves The group
classifies these financial instruments using a fair value hierarchy that reflects the relative significance of both objective ewidence and
subjective judgements on the inputs used in making the fair value measurements

* Level 1 financial instruments are valued using observable inputs that reflect unadjusted quoted market prices in an active market for
identical instruments An example of an item in this category 1S @ widely traded equity instrument with a normal quoted market price

s Level 2 financial instruments are valued using techmiques based on observable inputs, either directly | @ market prices and rates) or
indirectly {1 e denved from market pnices and rates} An example of an item in this category 1s a currency denvative, where forward
exchange rates and yield curve data which are observable in the market are used to dernive fair value

* Leval 3 financial nstruments are valued using techmques invelving significant unobservable inputs
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS contiueo

for the 52 weeks ended 15 September 2012

24 Fwmancial instruments continued

b) Derivatives

All derivatives are classified as current on the face of the balance sheet The table below analyses the carrying amount of derwvatives and
their contractual/notional amounts, together with an analysis of dervatives by the level In the far value hierarchy into which their fair value
measurement method 1s categonsed

2012 20m
Contractual/ Contractualf
notional netional
amounts Level 1 Level 2 Total amounts Lavel Level 2 Tetal
£m fm £m £m £rn £m £m £m
Financial assets
Currency denvatives 536 - 19 19 927 - 21 21
Commodity derivatives 110 10 4 14 79 2 3 5
646 10 23 33 1,006 2 24 26
Financial habilities
Currency derivatives 1,396 - (39) {(39) 682 - {15} 15)
Commedity denvatives 70 (8) (3} {11) 74 4) (3 {7)
1,466 (8) (42} {50} 756 {4) {18) (22)

¢) Cash flow hedging reserve
The following table iIdentifies the movements in the cash flow hedging reserve during the year, and the periods in which the cash flows are
expected to occur The penods in which the cash flows are expected to iImpact profit or loss are materally the same

2012 20M
Currency Commodity Currency Commaodity
denvatives  denvatives Total denvatives dervativas Total
£m £m £m £m £m £m
Opening balance {4) 1 (3 6 (4) 2
Losses/lgains) recognised in the hedging reserve {38) 19 19} 1 6 7
Amount remaved from the hedging reserve and included
tn the income statement due to seltlement of contracts
- revenue 22 - 22 3 (13} {10)
- cost of sales - {15} {15} (2) 3 1
Amount removed from the hedging reserve and included
in a nen-financial asset due to settlement of contracts
- property, plant and equipment 1 - 1 - - -
— Inventory 39 (5) 34 {10 6 {4}
Deferred tax {4} - 4) {2) 3 1
Closing balance 14 - 14 {4) 1 {3)
Cash flows are expected to occur
- within 51X ronths 10 - 10 5} 1 {4
- between six months and one year 4 - 4 1 - 1
14 - 14 {4) 1 {3)

Of the closing balance of £14m, £17m 15 attributable to equity shareholders and £(3)m to non-conirolling interests (2011 — £{3)m attnbutable
entirely 10 non-controlling interests) Movements in the year {net) of £17m {2011 = £(6lm) compnse £17m attributable to equity shareholders
and £nil to non-controlling interests (2011 - £{4)m to equity shareholders and £(1}m to non-controling interests)

d) Financial risk identification and management
The group 1s exposed to the following financial nsks from its use of financial Instruments

* market nsk,
* credit nsk, and

¢ Iiquidity nisk
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24 Fmancial instruments continued

The group's financial nsk management process seeks 10 enablg the early idenufication, evaluation and effective management of key nsks
facing the business Risk management policies and systems have been established and are reviewed regularty to reflect changes in market
conditions and the group's activites The group, through 11s standards and procedures, ams to develop a disciplined and constructive
control environment in which all employees understand ther roles and obligations

The group sources and sells products and manufactures goods in a wide vanety of locations around the world These operations expose
the group to potentially significant price volatility In the financial and commodity markets Trading and nsk management teams have been
established in the group’s major businesses to manage this exposure by entenng into a rangs of products, ;ncluding physical and financial
forward contracts, futures and where appropriate, options These tearns work closely with group Treasury and report regularly to
executive management

Treasury operations and commodity procurermnent are conducted wathin a clearly defined framework of board-approved policies and
gurdelings to manage the group’s financial and commedity nsks Treasury works closely with the group’s procurement teams to manage
commodity nsks Treasury policy seeks to ensure that adequate financial resources are avallable to the group at all imes, for the
managerent and development of the group’s businesses, whilst effectively managing its market risk and credit nsk The group’s nsk
management policy explicitly fortbids the use of financial or commedity derivatives {outside its nisk management framewaork of mitigating
financial and commodity nsks) for speculative purposes

e) Foreign currency translation

The group presents its financial staternents in sterling As a result of its diverse worldwide operations, the group is exposed to foreign
currency transtation risk where overseas operations have a functional currency other than sterling Changes in foreign currency exchange
rates impact the translation into sterling of both the income statement and net assets of these foraign operations

Where appropriate the group finances its operations by borrowing locally in the functional currency of its operations This reduces net asset
values reported in functional currencies other than sterling, thereby reducing the economic exposure to fluctuations 1n foreign currency
exchange rates on translation

The group also finances its operations by obtaining funding at group level through external borrowings and, where they are not in sterling,
these borrowings may be designated as net investment hedges This enables gains and losses ansing on retranslation of these foreign
currency borrowings 1o be charged to other comprehensive income, prowiding a partial offset in equity agatnst the gains and losses ansing
on translation of the net assets of foretgn operations

The group does not actively hedge the translation impact of foreign exchange rate movements on the income statement (other than
wvia the partial economic hedge arnising from the servicing costs on non-sterling borrowings), nor does It use denvatives to hedge its net
nvestments in foreign operations

The group designates certain of its intercompany loan arrangements as quasi-equity for the purpases of IAS 21 The effect of the
designation Is that any foreign exchange volatiity arising within the borrowing entity and/or the lending entity 1s accounted for directly
within gther comprehensive ncome

The group has foreign currency borrowings that have been designated as hedges of its net investment in foreign operations in euros
and US dollars The value of these financial habilihes used as hedging instruments at the balance sheet date was

2012 20m

£m £m

Euro 17 52
US dollar 597 296
614 348

The foreign exchange gan of £11m (2011 — gain of £2m} on retranslation of these loans has been taken to the translation reserve on
consolidation Of thus balance a gain of £12m was attributable to equity shareholders and a loss of £1m to non-controlling interests
{2011 — £1m to eguity shareholders and £1m to non-controlling interests}
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24 Financial instrumaents continued

f} Market nsk

Market nsk is the risk of movernents in the fair value of future cash flows of a financial Instrument or forecast transaction as underlying
market prices change The group 1s exposed to changes n the market price of commodities, interest rates and foreign exchange rates
These nsks are known as "trensaction’ {or recognised) exposures and “economic’ {or ferecast) exposures

{1} Commodity price risk
Commodity price nsk anses from the procurement of raw matenals and the consequent exposure o changes in market prices

The group purchases a wide range of commodities in the ordinary course of business Exposure to changes in the market price of certain
of these commodities including wheat, edible olls, soya beans, meat, sugar raws, cocoa, nce, tea and energy 1s managed through the use
of forward physical contracts and hedging instruments, including futures and options contracts, primarily to convert floating or indexed
prices to fixed prices The use of such contracts to hedge commodity exposures 1s governed by the group's nsk management policies and
1s conainually monitored by group Treasury Commuodity derivatives also provide a way to meet customers’ pricing requirements whilst
achieving a price structure consistent with the group’s overall pnoing strategy

Some of the group's commodity denvatives are treated as ‘own use’ contracts, since they are both entered into, and continue to be
held, for the purposes of the group’s ordinary operations, and the group takes phystical defivery of the commodity concerned ‘Own use’
contracts do not require accounting entries until the commaodity purchase actually crystalises Certain other commodity derivatives are
accounted for as cash flow hedges, but some are not eligible for treatment as ‘own use’ contracts and are not contracts for which the
sinict requirements of hedge accounting can be satisfied This occurs typrcally where the group does not take physical delivery of the
commeodity concerned Such commodity derivatives are used only where the business believes they provide an economic hedge

of an underlying exposure These instruments are classified as held for trading and are marked to market through the income statement

The majonty of the group’s forward physical contracts and commodity derivatives have onginal maturibes of less than one year
The group does not have significant sensitivities in respect of the accounting for 1ts on-balance sheet commodity contracts

{n) Interest rate risk
Interest rate nsk comprises two primary elements

* interest prnice nisk results from financial instruments beanng fixed interest rates Changes in floating interest rates therefore atfect the
fair value of these fixed rate financial instruments, and

* interest cash flow nsk results from financial nstruments bearing floating rates Changes in floating interest rates affect cash flows on
nterest receivable or payable

The group’s policy Is to maintain floating rate debt for a significant proportion of its bank finance, although it penedically assesses its posttion
with respect to interest price and cash flow nsk

At 15 September 2012, £943m (65%) {2011 - £664m and 35%) of total debt was subject to fixed rates of interest The group's fixed rate
debt includes the US Pnvate Placement loans of £774m (2011 ~ £394m;) and the £150m 10%4% secured redeemable debenture stock 2013
{2011 — £150m)

Floating rate debt comprises bank borrowings bearing interest rates fixed in advance, for vanous tme periods up to 12 months, by reference
to official market rates (e g LIBOR}

The group does not have significant sensitivities to the impact of interest rates on denvative valuatrons, nor to the impact of interest rates on
floating rate borrowings

{sh) Fareign currency risk

The group conducts business worldwide and consequently in many foreign currencies As aresult, 1t Is exposed to movernents in foreign
currency exchange rates which affect the group’s transaction costs The group also publishes its financial statements in sterling and1s
therefore exposed to movements in foreign exchange rates on the translation of the results and underlying net assets of its foreign
operations into sterling

Translation nsk 1s discussed in section e} above
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24 Fmancial instruments continued

Transaction nsk

Currency transacuon sxposure occurs where a business makes sales and purchases in a currency cther than its functional currency It also
anses where monetary assets and llabilties of a business are not denommated in its functional currency, and where dividends or surplus
funds are rermitied from overseas The group’s policy 1s to match transaction exposures wherever possible, and to hedge actual exposures
and firm commitments as soon as they oceur by using forward foreign currency contracts All foreign currency instruments contracted with
non-group entiies to manage transaction exposures are undertaken by group Treasury or, where foreign currency controls restrict group
Treasury acting on behalf of subsidianes, under its guidance Idenufication of transaction exposures Is the responsibility of each busmness

The group uses derivatives (principally forward foreign currency contracts and time options) to hedge its exposure to movernents in exchange
rates on its foreign currency trade recevables and payables The group does not seek formal farr value hedge accounting for such transaction
hedges Instead, such dervatives are classified as held for trading and marked to market through the iIncome statement This offsets the
Income statement impact of the retranslation of the foreign currency trade recervables and payables

Economic {forecast) risk

The group also uses forward foreign currency contracts to hedge its exposure o movements In exchange rates on 1ts highly probable
forecast foreign currency sales and purchases on a roling 12 month basis The group does not formally define the proportion of highly
probable forecast sales and purchases to hedge, but agrees an appropnate percentage on an indwvidual basis wath each business by reference
to the group’s nsk management policies and prevaiing market conditions The group documents currency dervatives used to hedge its
forecast transactions as cash flow hedges To the extent that cash flow hedges are effective, gains and losses are deferred in equity untl
the forecast transaction occurs, at which point the gains and losses are recycled erther to the income staternent or to the non-financial
asset acquired

The majority of the group’s currency derivatives have onginal maturies of less than one year

The group’s most significant currency transaction exposures are

« sugar prices in British Sugar te movemenis in the sterlingfeuro exchange rate,

+ sugar prices in lllovo to movements in the South Afncan rand/US dollar/feuro exchange rates, and

« sourcing for Pnmark — costs are denominated in a number of currenctes predominantly sterling, euros and US dollars

Elsswhere, a number of businesses make sales and purchase a vanety of raw matenals in forexgn currenctes (primarily US dollars and euros),
giving rise to transaction exposures [n all other matenal respects, businesses tend to operate in therr functional currencies and
as a result, further transaction exposure to foreign currency exchange rate movements 1s modest
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24 Financial instruments continued

The analysis of the group’s foreign currency exposure to financial assets and hiabilittes by currency of denomination is as follows

2012
Sterling US doflar Euro Other Total
£m £fm £ £m £m
Financial assets
Cash and cash equivalents 3 20 3 8 34
Trade and other recewvables - 27 50 1 88
3 47 53 19 122
Fimancial kabilities
Trade and other payables {3) {142) {22) {10 {177
Secured loans - - - - -
Unsecured loans and overdrafis {4) {598) (19} - {621
{7) (740} {41} {10} (798)
Currency derivatives
Gross amounts recervable 50 882 38 68 1,038
Gross amounts payable {66} {151} {686) (28) (931)
{16} 3 (648) 40 107
{20) 38 {636) 49 (569)
201
Sterling US dallar Euro Other Total
£m fm £m £m £m
Financial assets
Cash and cash equivalents 7 59 31 7 104
Trade and other receivables - 21 40 1 72
7 80 71 18 176
Financial habilities
Trade and other payables 3 (169} (13) 8} {193)
Secured loans - {10) - (3 (13
Unsecured loans and overdrafts - {327) (58) - {385)
(3) {5086) {71} {11} {591}
Currency derivatives
Gross amounts recevable 24 742 59 83 908
Gross amounts payable 8) {62) {614} {61) {745)
16 680 {655} 22 163
20 254 (555) 29 (252)
The followsng significant exchange rates applied dunng the year
Average rate Closing rate
2012 2011 2012 201
US dollar 157 160 162 158
Euro 121 115 123 115
Rand 12 67 1109 1335 172
Renminb 998 10 51 1026 10 08
Australtan dollar 153 157 154 153
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24 Financial instruments continued

Sensitivity analysis

The following sensitivity analysis illustrates the impact that a 10% strengthening of the group s operating currencies against local functional
cwsrencies would have had on profit and equity The analysis covers currency translation exposures at year end on businesses financial
assets and liabilitses that are not denominated in the functional currencies of those businesses A similar but opposite impact would be

felt on both profit and equity if the group’s main operating currencies weakened against local functional currencies by a similar amount

The exposure to foreign exchange gains and losses on translating the financial statements of subsidiaries into sterling 1s not included in this
sensitivity analysis, as there 1s no iImpact on the income statement, and the gains and losses are recorded directly in the translation reserve
In equity (see below for a separate sensttivity) This sensitivity 1S presented before taxation and non-controling interests

2012 201

impact on 2012 impact on 20m

profit for impact on profit for impact on

the year  total equity the year total equity

10% strengthening against other currencies of +-fm +/- £m + £m +-fm
Sterling - [2) - 2
US dollar 3 21 17 N
Euro 2 {71) 4 {63}
Other 1 3 1 5

A second sensitivity analysis calcutates the impact on the group's profit before tax if the average rates used to translate the results of the
group's foreign operations into sterling were adjusted to show a 10% strengthening of sterhing A simifar but cpposite iImpact would be felt
on profit before tax if sterkng weakened against the other currencies by a similar amount

2012 2011

impact on impacton

profit for prohit for

the yaar the year

10% strengthening of sterling against +f- £m +-Em

US dollar {4) (6]

Euro (13) (7}

Rand 1 3

Renm:nbi 3 {2}

Austraban dollar 13 -
g} Credit nsk

Credit nisk 1s the nsk that counterparties to financial Instruments do not perform according to the terms of the contract or instrument The
group’s businesses are exposed to counterparty credit nsk when dealing with customers, and from certain financing activities

The mmediate credit exposure of financial Instruments 1s represented by those financial Instruments that have a net positive far value
by counterparty at 16 September 2012 The group considers its maximum exposure to credit risk to be

2012 2011

£m Em

Cash and cash equivalents m 3N

Loans and recevables (see note 24a) 1,288 1,297
Financial assets at far value through profit and loss

—derivative assets 10 5

Designated cash flow hedging relationships
- derivative assets 23 21
1,712 1664

The majonty of cash balances and short-term deposits are held with strong investment-grade banks or financial nstitutions

As at 15 September 2012 there were no significant financial guarantees or third-party obligations that increased the credit sk of the
financial assets set out above

The group uses market knowledge, changes in credit ratings and other techniques to identify significant changes to the financial profile
of 1ts counterparties
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24 Financial instruments continued

Trade and other recevables

Concentrations of credit risk are imited as a result of the group’s large and diverse customer base The group has an established credit
policy applied by each business under which the credit status of each new customer 1s reviewed hefore credit 1s advanced This includes
external credit evaluations where possible and in sorne ¢ases bank references Credit linits are established for all significant or igh-nisk
customers which represent the maximum amount permitied o be cutstanding without requinng additional approval from the appropriate
level of management Outstanding debts are continually monitored by each business Credit mits are rewiewed on a regular basis, and at
least annually Customers that fall to meet the group's benchmark creditworthmess may only transact with the group on a prepayment
basis Aggregate exposures are monitored at group level

Many of the group’s customers have been transacting with the group for many years and the incidence of bad debts has been low Where
appropriate, goods are sold subject to retention of title so that, in the event of non-payment, the group may have a secured ctam The group
does not typically require collateral in respect of trade and other recevables

The group provides for mpairment of financial assets including trade and other receivables based on known events, and makes a collective
provision for losses yet to be identified, based on histoncal data The majonty of the provision compnsas speafic amounts

The maximum exposure to credit sk for trade and other recevables at the reporting date by gecgraphic region of ongin was

2012 201
£m Em
UK 405 379
Europe & Africa 24 208
The Amerncas 141 132
Asia Pacific 350 3
1,137 1,094
Trade recetvables can be analysed as follows
2012 2011
gross 9ross
£m £m
Not overdue 850 821
Up to 1 month past due 107 92
Between 1 and 2 months past due 22 21
Between 2 and 3 months past due 6 9
More than 3 months past due 32 34
Prowsion for doubtful debts {37) 138)
At 15 September 2012 980 939

Based on past experience, the group telieves that no tmpairment allowance 1s necessary In respect of trade recevables that are not
past due

Trade and other receivables are stated net of the following provision for srrecoverable amounts

2012 20m
£m fm
Opening balance 38 38
Amounts provided for duning ihe year 9 i0
Amounts released durning the year (3) (B)
Amounts utiised during the year (8) (5)
Effect of movements in foreign exchange {1 -
Closing balance 37 38

No trade and other recevables (20711 — none) were wntten off directly to the income statement in the year
The directors consider that the carrying amount of trade and other receivables approximates fair value

Cash and cash equivalents

Banking relationships are generally imited to those banks that are members of the core relationship group These banks are selected for
their credrt status global reach and therr ahility to meet the businesses’ day-to-day banking requiremnents The credit ratings of these
nstitutions are monitored on a continuing basis In locations where the core relationship banking group cannot be used, operating
procedures including choice of bank, opening of bank accounts and repatnation of funds must be agreed with group Treasury The group
has not recorded impairments against cash or cash equivalents, nor have any recoverability issues been identified with such balances Such
1tems are typically recoverable on dermand or in bng with normal banking arrangements
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24 Financial instruments continued

Other financial assets

Other non-current Investments are typically equity investments with no fixed matunity or recoverability date No impairment 1ssues have
been identified with respect to other non-current Investments

Since derivative assets are recorded at fair value, either through profit and loss for those not in a designated cash flow hedging relationship,
or otherwise through the hedging reserve no imparrment 1ssues have been identified

h) Liquidity nsk

Liquidkity nisk 1s the nisk that the group will encounter difitculty in meeting its obligations associated wath its financtal habilities as they fall due
Group Treasury 1s responsible for monitonng and managing hquidity and ensures that the group has sufficient headroom in its committed
faciiitres to meet unforeseen or abnormal reqguirements The group also has access to uncommitted facilities to assist wath shert-term
funding requirements

Available headroom 15 monitored via the use of detaled cash ftow forecasts prepared by each business, which are reviewed at feast
quarterly, or more often, as required Actual results are compared to budget and forecast each period, and vanances investigated and
explaned Particular focus 1s gven to managerment of working capital

Detalls of the group’s borrowing faciliies are given in section i}

The following table analyses the contractual undiscounted cash flows relating to financial liabilities at the balance sheet date and compares
them to carrying amounts

2012

Due Due Due
between between between
Due within 6 months 1and2 2and5 Dusafter Contracted Carrying

6 months  and 1 year years years S years amount  amount
Note £m £m £m £ £m £m £m

Non-denvative financial habilities
Trade and other payables 18 {1,494) {11 - - - {1,505} (1,505}

Secured redeemable debenture stock 17 {5} {158) - - - {163) {150)
Secured loans 17 {6} {17} (27} {42) - [92) {92}
Unsecured loans and overdrafts 17 {353) {43) {161) {289) {558} {1,404) (1,198)
Finance leases 25 {1 - {1n 2 {38} (42) {12)
Provisions 19 (86) (2) {zn {19) {2} {136) {136)
Denvative financial habilities

- Currency denvatives {net payments) {29) {10} - - - {39} (39)
— Commodity denvatives (net payments) {22) {6) (1) - - (29) (1)
Total financial habilities {1,996) {247} {217} {352} {598) {3,410) (3,143}

201
Dus Due Due

betwesn  batween  between
Que within 6 months j and 2 2end5 Dueafter Contracted Carrying

© months and 1 year years years G years amount amount
Nota £m fm Em £m £m £m £m

Non-derivative financial habilities
Trade and other payables 18 {1383) 27} - - 11,4100 {1,410}

Secured redeemable debenture stock V7 (5 {8} {166) - - (179) (150}
Secured loans 17 nm (26) (68) {85) (36) (226) (226}
Unsecured loans and overdrafts 17 625) {92) {119} 377 {151) (1.364) (1,238}
Finance leases 25 N - (1) (2) (39 {43} (12}
Provisions 19 {26) {5) {103) {7 - {141} {136}
Derivative financial habilities

— Currency dernvatives {net payments) ) (5} - - - (16} {14)
— Commodity denvatives (net payments) a7 {7) - - - (24) 8
Total financial habilities (2,079} (170 {457) {47y {226) {3,403) {3194)

The above tables do not nclude forecast data for iabilihes which may be incurred in the future but which were net contracted at
15 September 2012

The principal reasons for differences between carrying values and contractual undiscounted cash flows are coupon payments on the
secured redeemable debenture stock and other fixed rate debt to which the group 1s already committed, future interest payments on
the group’s finance leases and cash flows on denvative financial nstruments which are not aligned wath theur farr value
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24 Financial instruments continued
1) Borrowing facilities

The group has substantial borrowing facilities avallable to it The undrawn committed faciliies avallable at 15 September 2012 1n respect

of which all conditions precedent have been met amounted to £1,384m (2011 - £911m)

2012 201

Facility Orawn Undrawn Facility Drawn Undrawn
fm £m £m £m £m
£1 15bn syndicated facility 1,150 - 1,150 1,150 438 712
US pnivate placement 774 774 - 394 394 -
British Sugar secured redeemable debenture stock 150 150 - 150 150 -
Eurcpean Investment Bank 120 120 - 120 120 -
llovo 202 97 105 255 183 72
Azucarera 156 32 124 227 m 116
Other 7 2 5 28 17 1
2,559 1175 1,384 2324 1,413 911

Uncommitted faciiies available at 15 September 2012 were

2012 201

Facility Drawn Undrawn Facility Drawn Undrawn
£fm fm £m £m £m £m
Money market lines 100 - 100 100 21 79
lllovo nz 72 40 130 37 93
China banking 528 158 370 419 15 304
Other 134 35 99 121 28 93
874 265 609 770 201 569

In addstion to the ahove facilities there are also £253m {2011 - £75m) of undrawn and available credit lines for the purposes of 1Issuing

tetters of credit and guarantees in the normal course of business

The group also has £12m of finance tease liabilittes which are not inciuded in the tables above, but which are included in the group’s loans

and overdrafts in note 17

The £1 15bn syndicated facilhity matures in July 2015 In addition to the bank debt, the Company has £774m of private placement notes
In 1ssue to institutional Investors in the US and Europe At 15 September 2012, these had an average remaining duration of 61 years and
an average fixed coupon of 5 4% The other significant core committed debt faciities comprise a £150m debenture loan {matunng 2013),
£120m EIB loan {matunng 2015), as well as locat committed facilhives i lilovo and Azucarera

Uncommitted bank borrowing faciities are normaliy reaffirmed by the banks annually although they can theoretically be withdrawn at

any time

Refer to note 8 for details of the group’s capital commitments and to note 26 for a summary of the group's guarantees An assessment
of the group’s current hgquidity position 1s given in the Financial review on page 31
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24 Financial instruments continued

)} Capital management

The capital structure of the group 1s presented in the balance sheet The staternent of changes in equity provides detalls on equity and
note 17 provides detalls of loans and overdrafts Short and medium-term funding requirements are provided by a variety of loan and
overdraft facilities, both committed and uncommitted, with a range of counterparties and matunties Longer term funding 1s sourced
from a cornbunation of these faciites, the private placement notes and committed synd:cated loan faciliies

The board's policy Is to maintam a strong capital base so as to maintain vestor, creditor and market confidence and to enable successful
future developrnent of the business The board monitors return on caprital by drision and determines the overall level of dividends payable
to shareholders

From time to tme the trustee of the Employee Share Ownership Plan Trust purchases the Company's shares in the market to satisfy
awards under the group's share option scherme and long-term incentive plan Once purchased, shares are not sold back into the market
The group does not have a defined share buy-back plan

There were no changes to the group's approach to capital management during the year Neither the Company nor any of its subsidianies
are subject to externally imposed capital requirements

25 Lease commitments
Operating leases
The group acts as a lessee, lessor and sub-lessor both for land and buildings, and plant and machinery under operating leases

Sublease receipts of £1m {2011 - £3m) were recognised In the iIncome statement in the penod, the majonty relating 1© operating leases
The total of future mimmum sublease receipts expected to be received 1s £43m (2011 - £63m)

Under the terms of the lease agreements, no contingent rents are payable

The future minimum lease payments under aperating leases are as follows

2012 2011
£m £m
Within one year 166 136
Between one and five years 608 539
After five years 1,959 i843
2,733 2,518
Finance leases
Finance lease liabilities are payable as follows
2012 20M1
minimum minmum
lgase 2012 2012 Ipase 20m 20m
payments interest principal paymants ntarest principal
£m £m £m fm Em £m
Within one year 1 1 - 1 1 -
Between one and five years 3 2 1 3 2 1
After five years 38 27 1 39 28 1
a2 30 12 43 31 12
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26 Contingencles
Litigation and other proceedings against companies in the group are not considered matenal in the context of these financial staterments

The group has adopted the amendments to 1AS 39 in relation to financial guarantee contracts which apply for periods commencing on
or after 1 January 2006 Where group companies enter into financial guarantee contracts to guarantee the indebtedness of other group
companies, the group considers these to be insurance arrangements and has elected to account for them as such in accordance with
IFRS 4 In this respect, the guarantee contract 1s treated as a conangent hability untl such time as it becornes probable that the relevant
group company 1ssung the guarantee wall be required to make a payment under the guarantee

As at 15 September 2012, group companies have provided guarantees in the ordinary course of business amounting to £833m
(2011 - £645m}

27 Related parties

The group has a controlling related party relationship with its parent company, which 1s also its utimate parent company {see note 28} The
group also has a related party relatonship with its associates and joint ventures (see note 28) and with 1ts directors In the course of normal
operations, related party transactions entered into by the group have been ¢ontracted on an arm’s length basis

Matenal transactions and year end balances wath related parties were as follows

2012 201
Sub note £000 £000
Charges to Wittington Investments Lirnited in respect of services provided by the Company
and its subsidiary undertakings 330 249
Bividends paid by Associated Briish Foods and recerved in a beneficial capacity by
i} trustees of the Garfield Weston Foundation 1 7,143 8,960
() directors of Wittington investmenis Limited who are not trustees of the Foundation 1120 952
() directors of the Company who are not trustees of the Foundation and are not directors
of Wittington Investmentis Limited 2 21 18
vk a member of the Weston family employed within the Associated British Foods group 3 746 706
Sales 1o fellow subsidiary undertakings on normal trading terms 4 135 2802
Sales to companies with common key management personnel on nermal trading terms 5 14,710 14,870
Commussions paid to companies with common key management personne! on normal trading terms 5 300 -
Amounts due from fellow subsidiary undertakings 4 - 23
Amounts due from a company with common key management personneal 5 1,531 1,530
Sales to joint ventures on normal trading terms ] 18177 36,421
Sales to associates on normal trading terms ] 17,598 15,116
Purchases from joint ventures on normal trading terms 6 292,687 273533
Purchases fram asscciates on normal trading terms 6 21,898 23,149
Amounts due from joint ventures 6 152,136 196,288
Amounts due from associates 6 898 1509
Amounts due to joint ventures 6 24,808 11,859 '
Amounts due to associates 6 2,398 804

1 The Garfield Weston Foundation {'the Foundation'} 15 an English chantable trust, established in 1958 by the late W Garfield Weston
The Foundation has no direct interest in the Company, but as at 15 September 2012 was the beneficial owner of 683,073 shares
(2011 - 683,073 shares) in Wittington Investrments Limited representing 79 2% {2011 — 79 2%) of that company's issued share capital
and 15, therefore, the Company’s ultimate controlling party At 15 September 2012 trustees of the Foundation compnsed two children
and two grandchildren of the late W Garfield Weston and five chitdren of the late Garry K Weston

2 Detalls of the directors are given on pages 36 and 37 Their interests, including family interests, n the Company and i1ts subsidiary
undertakings are given on page 57 Key management personnel are considered to be the directors, and their remuneration is disclosed
wathin the Remuneration report on page 58

3 A member of the Weston family who 1s employed by the group and s not a director of the Company or Wittington Investments Limited
and 15 not a trustee of the Foundation

4 The fellow subsidiary undertakings are Fortnum and Mason plc and Heal & Son Limited

5 The compantes with commaon key management personnel are the George Weston Limited group, in Canada, and Selfridges & Co Ltd

6 Details of the group's principal joint ventures and associates are set out i note 28

Amounts due from joint ventures compnse £16m {2011 - £19m) of finance lease receivables (see note 14) and £126m (2011 - £150m)
of loan recervables The remainder of the balance I1s trading balances The loan receivables are all non-current {2011 - all non-current),
and all but £3m {2011 — £3m) of the finance lease recevables are non-current
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28 Group entities

Control of the group

The largest group tn which the results of the Company are consclidated 1s that headed by Withngton Investments Limited, the accounts of
which are available at Companies House, Crown Way, Cardiff CF14 3UZ [t 1s the ulumate holding company, 1s incorporated in Great Bntan
and1s registered in England

At 15 September 2012 Wittington Investments Limited together with its subsidiary, Howard Investments Lirmited, held 431,615,108 ordinary
shares {2011 — 431,515,108} representing in aggregate 54 5% (2011 - 54 5%} of the total 1Issued ordinary share capital of Associated Bntish

Foods plc

Significant subsidianes

Alist of the group s sigruficant subsidianes 1s given below The entire share capital of the companies listed 1s hetd within the group except

where percentages are shown These percentages give the group's ultimate interest and therefore allow for the situation where subsidianes
are owned by partly owned intermediate subsidianes

Country of Country of
incorporation Incorporation
Manufacturing activities Manufactuning activities
AB Agn Limited UK  lllovo Sugar Limited {51%]} South Afnea
AB Azucarera lbena, S L Sociedad Unipersonal Spain  lllovo Sugar (Malawi) Limited (39%) Malawi
AB Brasil Industna e comercio de Almentos LTDA Brazil Jacksons of Piccadilly Limited UK
AB Calsa SAdeCV Mexico Kdombero Sugar Company Limited (28%) Tanzania
AB Enzymes GrmbH Germany Maragra Acucar SARL (46%) Mazambique
AB Enzymes Oy Finland Maun Fermentos I, SA (96%) Portugat
ABF Grain Products Limited UK  Maun Maya Sanayl A S Turkay
AB Food & Beverages Australia Pty Ltd Austraha  Maun Products Limited UK
AB Food & Beverages Philippines Inc Philppines  Patak's Foods Limited UK
AB Food & Beverages (Thailand) Limited Thalland PGP International, Ing Us
AB (Harbin} Food Ingredients Company Limited China  Premier Nutritron Products Limited UK
AB Maur {Canada) Limited Canada R Twining and Company Limited UK
AB Maur Food Inc US Shanghai AB Food & Beverages Co, Ltd China
AB Maurt Food, S A Spain 5Pl Pharma Inc us
AB Maun India (Private) Limited India  The Billingten Food Group Limited UK
AB Maun Malaysia Sdn Bnd Malaysia The Jordans & Rywta Company Limited (73%) UK
AB Maun Vietnam Ltd {66%) Vietham  Twinings North America Inc us
Abitec Corporation US  Ubombo Sugar Limited (31%) Swaziland
ABNA Feed {Liaoning) Co, Ltd China  Wander AG Swatzerland
ABNA {Shanghai} Feed Co, Ltd China  Yeast Products Company Repubhc oi lreland
AB World Foods Limited UK Zambia Sugar plc (42%) Zamtra
ACH Food Companies, Inc us
Almentos Capullo SdeRLde CV Mexico Retaling activities
Anzchem Pty Limited Australia  Lojas Pnmark Porwugal-Expleracao, Gestao e
Bo Tian Sugar Industry Company Lirmited China Admimistracao de Espacos Comerciais S A Pertugal
Briuish Sugar (Overseas) Limited Uk Prmark Republic of Ireland
Bniish Sugar plc UK Primark Austnia Ltd & Co KG Austna
Casteggio Lievit S | haly Prnmark Deutschland GmbH Germany
Cereform Lirmted Uk Prnmark Mode Ltd & Co KG Germany
Compaiia Argentina de Levaduras SA | C Argentina  Pnmark Netherlands BY Netherlands
Food investments Limited UK Prnmark NV Belgium
Foods International S A § France Primark Stores Limited UK
G Costa and Company Limited UK Pnmark Tiendas S L U Spain
George Weston Foods Limited Australa
George Weston Foods {NZ) Limited New Zealand JI:S ?:Tent and other activities
. ploration Limited UK
Germain's (UK) Limsted UK ABF European Ho'dings & Co SNC Luxembourg
Guangxi Bo Mua Food Co | Ltd (71%) China A RE Holdings Limited UK
Guangxi Boging Food Co , Ltd (60%!} China ABF Investments plc UK
Guangx Boxuan Food Co, Ltd (70%) China  pf Overseas Limited UK
Hartin Maun Yeast Co  Ltd {85%) China  pp {UK) Limited UK
Hebet Maur Food Co, Lid China

The group s interest in subsidianes are all equity Investments

Talsman Guernsey Limited

Guernsey, Channel Islands

British Sugar (Overseas) Limited operates subsidianes in Asia Other than this company, each subsidiary operates mainly in its country

of incorporation

Assocated Bntuish Foods Annual Report and Accounts 2012
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS conmuen

for the 52 weeks ended 15 September 2012

28 Group entities continued
Interest in joint ventures and associates
A list of the group’s significant interests in joint ventures and assocates 1s given below

Country of Issued ordinary

INCOIPOraton share capital Group %
Joint ventures
Levaduras Collico S A Chile CLP1,834,390,000 50
Roal Oy Finland €3,196,000 50
Qingdao Xinghua Cereal Oit & Foodstuff Co Ltd China CNY24,844,000 25
Fronuer Agnculture Limited UK £36,000,104 50
Vivergo Fuels Limited Uk £92,946,000 45
Stratas Foods LLC Us Uss2 50
Uniferm & Co XG GmbH Germany €2 50
Associates
C Czarnikow Limited UK £1,000,000 43
Harper-Love Adheswes Corporation us US$13,200 50
New Food Coatings Pty Lid Australa A$150,000 50
Murray Bridge Bacon Pty Ltd Australhia A%$11,040,000 20
Gledhow Sugar Company Limited South Africa ZAR10,000 16

Each joint venture and associate carnes out manufacturing and food processing activities and operates mamly in its country of incorporation

The companies listed herein are those subsidiaries, joint ventures and assoctates whose results or financial position, in the opinion of the
directors, principally affected the figures shown in these annual accounts as a list of all group companies would result in information of
excessive length being given A full hst of subsidianes will be annexed to the next annual return of Associated British Foods plc delivered

to the Registrar of Companies
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COMPANY BALANCE SHEET "

at 15 Septernber 2012

2m2 2011 o

Note £m £m §

Fixed assets 2
Intangible assets 1 24 29 m
Investmenits in subsidianes 2 640 633 &
664 662 3

Current assets a'
Debtors —
- due within one year 3 3,232 3,268 e
— due after one year 3 1113 1,208 3
Cash at bank and in hand 162 3 g
4,507 4479 &

Credrtors amounts falling due within one year E
Bank loans and overdrafts — unsecured (81) 471) §
Other creditors 4 {2,666) {1,765) 2
{2,747) (2,236) o

Net current assets 1,760 2243 %
Total assets less current habilities 2,424 2,905 §
Creditors amounts falling due after one year 2
Bank lpans — unsecured (817} {510) 5
Amounts owed 1o subsidiaries 4 {1,228) {2,034) g
{2,045} (2544) 3

Net assets excluding pension liability 379 361 '3"
Net pension liability {15} (13) ]
Net assets 364 348 S
]

Capital and reserves E
Issued share capital 5 45 45 5
Capital redemption reserve 5 2 2 3
Profit and toss reserve including pension reserve 5 317 ki) g
Equity shareholders’ funds 364 348 ',,:._
]

The financial staternents on pages 111 to 115 were approved by the board of directors on 6 November 2012 and were signed on 35
its behalf by =3
3

Charles Sinclair % ¢ 2
Chairman 5
&

John Bason
Director d

RECONCILIATION OF MOVEMENTS IN EQUITY SHAREHOLDERS” FUNDS

for the 52 weeks ended 15 September 2012

202 0n
£m £m
Profit for the financial year 209 435
Net movement in own shares held 8 (8}
Actuanal loss on defined benefit pension scheme {1} -
Dividends {200) (490}
Net increase In equity shareholders’ funds 16 237
Opening equity shareholders’ funds 348 i1
Closing equity shargholders’ funds 364 348
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ACCOUNTING POLICIES

for the 52 weeks ended 15 September 2012

Basis of preparation

The financial staterments are presented in sterling, rounded to the nearest milllon They are prepared under the histoncal cost convention
except that denvative financial instruments are stated at their fair value, and in accordance with applicable United Kingdomn accounting
standards {UK GAAP) and the Companies Act 2006

As permitted by section 408(4) of the Companies Act 2008, a separate profit and loss account for the Cormpany has not been included in
these financial statements As permitted by FRS 1, no cash flow statement for the Company has been included on the grounds that the
group includes the Company in 1ts own published consohdated financial statements As permutted by FRS 8, no related party disclosures
In respect of transactions with wholly-owned subsicharies have heen included

The Company has taken advantage of the exermption in FRS 26 Fnancial Instruments Disclosure and Presentation, not to prepare a note
to the financial statements relating to financial instruments as the information is available in the published financial statements of the group

Intangible assets - goodwill

Intangible assets consist of goodwill ansing on acquisitions since 17 September 1998, being the excess of the far value of the purchase
consideration of businesses over the far value of net assets acquired Goadwill 1s capitalised in accordance with FRS 10 and amortised
over its useful Ife, not exceeding 20 years Goodwill previously wntten off against reserves has not been reinstated

Investments in subsidianies
Invesiments in subsidianes are reported at cost less any proviston for iImparment

Financial instruments
All financial assets and financial habihties are measured intially at fair value plus directly attnbutable transaction costs, and thereafter
at amortused ¢ost

Pensions and other post-employment benefits !
The Company operates defined contnbution and defined benefit pension schemes Contributions to the defined contnibution scheme are
charged to the profit and loss account as they become payable The principal defined benefit scheme 1s a multi-employer scheme and the
Company 1s unable to rdentify its share of underlying assets and liabilities on a consistent and reasonable basis Hence, contnbutions to this
scheme are accounted for as If they were contributions to a defined contribution scheme The Company has one small unfunded defined
benefit scheme which 1t accounts for in accordance with FRS 17 using the adwvice of professional actuanies The amount charged to the
profit and loss account 1s the cost of benefits accruing to employees over the year, plus any benefit improvements granted to members
during the year It also includes a charge equal to the expected interest on ptan liabilities over the year The present value of plan liabilities :
1s disclosed as a hability on the balance sheet net of any related deferred tax

Share-based payments

The Share Incentive Plan allows employees of the Company to receive allocatons of shares to be distnbuted subject to attainment of
certain financial performance critena and typically after a three-year performance period The farr value of the shares to be awarded 1s
recogrused as an employee expense with a corresponding increase in reserves The farr value ts measured at grant date and spread over
the penod dunng which the executives become unconditionally entitled to the shares The farr value of the shares allocated 1s measured
taking into account the terms and conditions under which the shares were allocated The amount recognised as an expense 1s adjusted
to reflect the actual number of shares that vest

Where the Company grants allocations of shares to employees of its subsidiaries, these are accounted for on the same basis as for
allocations to employees of the Company, except that the fair value 1s recognised as an increase 1o investment in subsidianes with
a corresponding INCrease In reserves

The Executive Shara Option Scheme {2000} allows executives to acquire shares of the Company The far value of options granted 1s
recognised as an employee expense with a corresponding increase in reserves The fair value 1s measured at grant date and spread over
the penod dunng which the executives become unconditionally entitled to the options The farr value of the options granted is measured
using a binormial lattice medel, taking Into account the terms and conditions upon which the options were granted The amount recognised
as an expense Is adjusted to reflect the actual number of share options that vest except where forfeiture 1s only due to share prices not
achieving the threshold for vesting

Shares in the Company are held in a separate trust and are deducted in arnving at equity shareholders’ funds
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NOTES T0 THE COMPANY FINANCIAL STATEMENTS

for the 52 weeks ended 15 September 2012

1 Intangible assets - goodwill

£m
Cost
At 17 September 2011 and 15 September 2012 n
Amortisation
At 17 September 2011 42
Provided dunng the year 5
At 15 September 2012 47
Net book value
Net book value at 17 September 2011 29
Net book value at 15 September 2012 24
2 Investments in subsidiaries em
At 17 September 2011 633
Additions 7
At 15 September 2012 640
The additions relate 1o the allocation of shares under the Share Incentive Plan to employees of the Company’s subsidianes
There were no provisions for impairment in either year
3 Debtors 2012 201
£m £m
Amounts falling due within one year
Amounts owed by subsidiaries 3,213 3,228
Other debtors [} 12
Corporation tax recoverable 13 28
3,232 3.268
Amounts fallng due after one year
Arnounts owed by subsidharies 113 1,208
The directors consider that the carrying amount of debtors approximates their farr value
4 Other creditors 2012 2041
£m £fm
Amounts falling due within one year
Qther taxation and social secunty 1 1
Accruals and deferred income 35 16
Amounts owed to subsicdianes 2,630 1748
2,666 1,765
Amounts falling due after one year
Amounts owed to subsidanes 1,228 2,034

The directors consider that the carrying amount of creditors approximates therr farr value

Associated British Foods Annual Report and Accounts 2012
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™ NOTES T0 THE COMPANY FINANCIAL STATEMENTS comroueo

for the 52 weeks ended 15 September 2012

5 Capital and reserves

Capital redemption reserve
The capital redemption reserve arose following redemption of two million £1 deferred shares at par in 2010

Dividends
Details of dividends paid and proposed are provided in nete 6 to the consohidated financial statements

-
g Ordinary

3 shares of

& G'%42p Nomina!
@ each value
g 000 £m
g Issued and fully paid

2 Al 17 September 2011 and 15 September 2012 791,674 45
E At 15 September 2012, the Company's issued share capital comprised 791,674,183 ordinary shares at 5'5/zp each, carrying one vote

% pershare

hot Capital

.?; redemption Profit and

=3 Share capital reserve loss reserve Total
; £m Em £m £m
§  At17 Septernber 2011 45 2 301 348
° Profit {or the year - - 209 209
2 Nei movement in own shares held - - B 8
Ey Actuarial loss on defined benefit pension scheme - - (1) 1
o Dividends - - (200) (200
2 At 15 September 2012 45 2 317 364
g

a

3

&

=

a

Own shares held reserve and share-based payments

Ordinary shares already 1ssued and subject to option under the Executive Share Option Scheme 2000, or subject to allocation under the
Associated British Foods Executive Share Incenave Plan 2003, are held in a separate Employee Share Ownership Plan Trust The Trust 1s
funded by the Company Voting nghts attached to shares held by the Trust are exercisable by the trustee, who 1s entitled to consider any
recommendation made by a committee of the Company At 15 Septernber 2012 the Trust held 2,769,023 (2011 - 3,815,490) ordinary
shares of the Company The market value of these shares at the year end was £35m {2011 — £43m) The Trust has waived its night to
dvidends Refer to note 22 of the consolidated financial statements for further information on the group and Company's share-based
payment plans

6 Contingent habilitres

Where the Company enters into financial guarantee contracts to guarantee the indebtedness of other companies within its group,
the Company considers these to be insurance arrangements and accounts for them as such The guarantee contract s treated as a
contingent hability untit such time as 1t becomes probable that the Company wili be required to make a payment under the guarantee

The Company has provided £107m of guarantees in the ordinary course of business as at 15 Septernber 2012 (2011 - £67m}
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7 Related parties

The Company has a controlling related party relationship with its parent company, Wittington Investments Limited, which s also its ulamate
parent company The Company also has a related party relationship with its subsichanes, associates and jont ventures and directors In the
course of normal operations related party transactions entered into by the Company have been contracted on an arm’s length basis

Matenal transactions and year end balances wath related parties {excluding wholly-owned subsidianes) were as follows

2012 2011
Sub note £000 £000
Charges to Wittington Investments Lirnited in respect of services provided by the Company 330 249
Charges to a fellow subsidiary 1 48 -
Dwvidends paid by the Company and received in a benedicial capacity by
) trustees of the Garfield Weston Foundation 1 7143 6960
() directors of Wittington Investrnents Limited who are not trustees of the Foundation 1 1120 952
{m} dtrectors of the Company whe are not trustees of the Foundation and are not directors
of Wittington Investments Limited 1 21 18
(v} a mernber of the Weston farmily employed within the Associated Britsh Foods group 1 746 706
Charges to non-wholly owned subsidiaries 2 929 844
Interest income earned from non-wholly owned subsidianies 2 568 50
Interest paid to non-wholly owned subsidiaries 2 330 -
Amounts due from non-wholly owned subsidanes ? 58,475 973
Amounts due to non-wholly owned subsidiaries 2 33,700 9

1 Details of the nature of the relationships with these bodies are set out in note 27 of the consolidated financial statements
2 Detalls of the Company s subsidianies, joint ventures and associates are set out in note 28 of the conselidated financral statements

8 Other information
Emoluments of directors
The remuneration of the directors of the Company 1s shown in the Remuneration report for the group on page 58

Employees
The Company had an average of 116 employees in 2012 (2011 - 109}

The Company 1s a member of the Associated Bntish Foods Pension Scheme, providing benefits based on final pensionable pay Because
the Company 1s unable to idenufy its share of the scheme’s assets and liabilities on a consistent basis, as permitted by FRS 17, the scheme
1s accounted for by the Company as if it were a defined contribution scheme

On 30 September 2002 the scheme was closed to new members, with defined contribution arrangements introduced for these members
For the defined contnbution scheme, the pension costs are the contnbutions payable

The last actuanal valuation of the Associated Bntish Foods Pension Scheme was carmned out as at 5 April 2011 At the valuation date the
total market value of the assets of the scheme was £2,559m and represented 101% of the benefits that had accrued to members after
allowing for expected future increases in earnings By agreement wath the trustees the Company agreed to eliminate the deficit identified
at the ime of the tnenrial actuanal valuation of the Scheme in 2008 with five annual payments of £30m The fourth of these payments was
made in March 2012, and although the fund was in surplus at the time of the most recent valuation the Cempany has agreed 10 make the
final payment in March 2013

The particulars of the actuarial valuation of the scherne are contained in note 12 in the consolidated financrat staterments There s
no material difference in the valuation methodologies under 1AS 19 and FRS 17

Auditors’ fees

Note 2 to the consolidated financial statements of the group provides details of the remuneration of the Company's auditors on
a group basis

Associated Bntish Foods Annual Report and Accounts 2012
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PROGRESS REPORT

Satwurday nearest to 15 September

2008 2009 2010 2011 2012

Ern Em £rm £m £m

Revenue 8,235 9,255 10167 11,065 12,252
Ad)usted operating profit 664 720 209 920 1,077
Excepuonal items {46) - - - {98)
Amortisation of non-operating imtangibles (74) {82) (81} (83} (100)
Profits less losses on disposal of non-current assets 10 W] 2)] 5 (8)
Inventory far value adjustment - {12} - - -
Profits less losses on sale and closure of businesses 5 {65} 28 - (9)
Finance tncome 21 17 12 9 9
Finance expense {74) (95) {88) (101} {14
Other financial ncome/(expense} 21 13 (8) 7 2
Profit before taxation 527 485 763 757 761
Taxation (136) (112) {194) 180} {178}
Profit for the penod 391 383 569 577 583
Basic and diluted earrings per ordinary share {pence) 452 455 693 687 703
Adjusted earnings per share (pence} 54 9 577 722 740 872
Dwvidends per share {pence) 2025 210 238 2475 28 50
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This report contains forward-looking statements These have been made by the
directors in good fath based on the information available to them up to the ime

of their approval of this report The directors can give no assurance that thase
expectations will prove to have been correct Due 10 the inherent uncertainties
including both econemic and business nsk factors underlying such forward-looking
information actual results may differ matenally from those expressed of implied by
these forward-locking statements The directors undertake no obligation to update
any forward-looking statements whether as a resutt of new information, future
evenis or otherwise
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