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Every year, over 95% of all UK households
purchase at least one of our brands.

The popularty of our range means that
we have an annual Group turnover of
over £800m.
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Introduction

Premier Foods is a leading UK
manufacturer and marketer of ambient
grocery products for the retall and
grocery foodsenvice markets.

We operate a loroad portfolio of
market-leading branded products

and supply retaller brand products

N the following segments:

» Convenience Foods, Pickles
and Sauces

» lea and Beverages

» Spreads and Desserts

» Potatoes
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Chairman’s statement

Introduction

| & very pleased te introducs the first sel of full year results
for Premier Foods since it became a public company on
23 July 2004,

This has been a significant year for the Group with important
developrments and excellent progress towards our cbjective
of becoming the lkading supplier of ambient food products
to UK markets. Interms of our busingss siructure, we have:

« Integrated the Ambrosia desserts business, acguired in
Decearnber 2003,

+ Sold Matems, the French jams and compois operation,
ag part of the Inittal Puldlic Offering (IPO”);

+ | ngertaken the 120 in July 2004, which enabled a
restructuring of the Company’s debt o be made, but
also incurred significant ona-off costs;

» Acqulired from Kra®t on 13 February 2005, the Birg’s
desserts business.

At the sarne tirne, operationally the business has
performed well in spite of a fire at the Bury St Edmunds
factory at an imporiant time cf the vear. This impacied
sales: Nevertheless sales of the continuing business
grew 2%, excluding acauisitions, and 8.8% in tatat,

The strategy of acquiring and focusing on brands, and
improving efficiencies was successful and led to margin
growth and an ingrease in operating profits (for continuing
operations prior to exceptional fems and armortisation} of
27% 10 £27.3m. Howsver exceptional and ong-off cosis
fotaling £34m were charged to profits resufting primarify
from the IPC.

As we stated at the time of the PO, the directors intend
to adopt a competitive and progressive dividend poficy
reflecting the long-tenm earnings and cash flow potential
of the Group, whilst maintaining an appropriate level

of dividend cover, The directors ars recommending
payment of a final dividend in respect of the year ended

31 Decernber 2004 of 90 per share, pavable in May 2008,

Promier Foods has adapted guickly io iz as a public
company with the strengthening of corporate governance,
the bullding of sharehcider relationships and the
development of an effective Board. It is fortunate to have
non-exacutive directors with enomious experience of the
food industry complementing the skills of the managemant
team, which | kncw will serve the Company well in the
COMINg years.

The Company is confident it has the right strategy and the
right management 10 make 2005 a ysar of further prograss
as the benefits of actions taken in 2004 continue to

come through.

David J Kappler Chairman
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Chief Executive’s review

“The business
IS on track and

)3
Group results - continuing operations On Stra‘tegy

m a00a 2003
Sales 842.2 7738 +8.8%
Cperating profit before

amrlisation and

excoptional items 107.4 856 +25.5%
Amortisation {10.1} 9.2)
Operating proftt before

excaptional items 87.3 76.4 +27 4%
Cperating

exceptional items {25.4) 110.5)
Operating profit 7.8 65.9 +9.16%5

This is a strong set of resulis for 2004, in line with cur
expectations at the tima of the PO in July Iast year, despite
the serious fire at our Bury St Edmunds factory in Gotober
and the challenging market conditions which led to slower
sabes over the Christmas pericd. In surmmary, the business
i on track and on strategy.

We have achieved this by continuing 10 implernant a
well-defined strategy based on the use of our scale to drive
organic brandsd growth, o develop customer refationships
and to deliver cost savings, whilst managing our retailer
brands proactively and seeking further branded acquisitions.

‘The perfcrmance during the year has demonstrated the

strength of the Company's strategy:

+ Branded sales increased from 50% to 55% cf
grocery sales,

Drive brands have shown strong growth;

The Masterbrand strategy is progressing well witl
Harfley's and Crosse & Blackwell benefiting from
significantly greater scale;

Product innovation and brand extension are enhancing
our brands with Loyd Grossman soups and Bransion
s0ur pickles showing strong growth;

The integration of Ambrosia during 2004 proceaded
smoathly, with increased management focus on this brand
delivering growth of 7% over 2003 (based on pre ana post
acquisilion sales in 2003), retuming ths brand and the
category to growth after a number of years of dedling;

Qur custorner relationship stratagy has enabled us 1o
secure longer term contracts and pursue cateqory
develcpment plans;
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» Brand development, leveraging ow scale and improved
manufaciuring efficiency have enabled us to increase our
EBITA margin® from 11,1% in 2003 to 12.8% in 2004; and

*» The acauisition ¢f the Bid’s and Angsl Delight brands,
which comgleted in February 2005, further sirengthens
our porticlio of great British foozi brands.

Continued focus on cost controb and irnproving
manufacturing efiiciency drove margin improvement
delivering an increase in operating profit before exceptiona
tems from continuing operations of 27.4% to £97.3m.

These figures exclude Materne, a French spreacs business,
which was sold as part of the PO, Like-for-iike® grocery sales
were level with 2003 and ike-for-ike” grocery operating profit
before exceptional fems increased by 14.8%. We have
estimated that the fire at the Bury St Edmunds factory
resulled in lost sales of £8.2m. If we had achievad thess
sales, like-for-ike™ grocery turnover would have increased by
1.3%. £3.0m has been recognised in operating profit in
respect of the insurancea claim for loss of prefits associated
with the fire.

We increased our marketing expendiure by 5% t¢ £30.4m
in 2004, redecting our focus on drive brands, which showsd
sales of Loyd Grossman up 18%, Bransion up 2% and
Typhoo up 3%. The gaing made on Loyd Grossmarn and
Branston arg <espile the fire and we estimate that these
brands would otherwise have shown growth of 314% and
12% respectively. Sales of Ambrosia were 7% higher than
in 2003, rewarding the additional focus placed on the brand
airce its acquisition. Harfley’s also periormad exceplionally
well, with an organic sales increase of 19% over 203,
Branded sales now rapresant 55% of our grocery procuct
turnover, up from 50% in 2003.

We completed the closure of the Hadfeld faciory in the first
quartey of the year and the transfer of tea production from
Edinburgh to Moreton in Decermbar 2004, The Edinburgh
raticnalisation programme cost £2.4m, and is expectsd tc
genaraie annual savings of £1.1m.

As previously stated, the 2003 comparatives berefited from
the reversal ¢f £3.3m of accruals made at the end of 2002,
which subseguently proved 1o be over-provided,

TEBTA mdrgin regreseris 0pamating onets Defore amortisaton and excepticna tems
a8 4 nersentags of wrnovern

“Lie-for ika excludes the resuts of Amurodis wihich was acquired @ Bacember 2003,
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Branston is the
UK's number one
pickle brand

Convenience Foods, Pickies and Sauces

om 2004 2003
Sales 374.8 3746 +0.1%
Cperating proiit before

exceptional itens 33.2 327 +1.5%

Sales by the Convenienca Foods, Pickles and Sauces
business increased by 0.1% to £374.8m. We estimate

that we would have shown growth of approximately

2.2%, but for the fire at cur Bury St Edrmunds factory,

The consolidation of cur convenience foods products,
particutarty our foodservice offering under Crasse & Blackwell
has created a £256m brand and this greater scale wil help

us to develop our foodservice business during 2005.

Branded sales in 2004 amounted to 38% of sdes for the
busingss, the same as 2003

Cperating profit belore exceptional ilems for the division

was £33.2m in 2004, an increase of £0.5m on 2003, though
an increase of £2.7m after taking account of the accrual
reversal referred to earlier. Thig increase is primarnly due to
improved manufacluring efficiency, particularly savings from
the closure of the Hadfield factory. This business is seeing
increases in raw material prices, principally tin plate, however
we have achigvad prica rises on the affected products,
which largely recovers the anticipated cost inflation.
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Tea and Beverages

fm 2004 003
Sales 140.3 143.0 -1.8%
Operating profit before

exceptional tems 31.9 289 +18.6%

Sales by the Tea and Beverages business declined by 2%
to £140.3m. The decline was principally due 1o the exit frem
certain low-margin retailer brand tea contracts. Sales of
Typhoo incraased by 3% in 2004, with UK sales of London
Fruit & Herb successfully transterred 10 the Typhoo brand.

Branded sales in 2004 armeunted to 81% of saleg for the
business, up from 79% in 2003.

Operating profit before excepticnal items for the Tea

and Beverages seament increased by £5.0m to £31.8m.
This improvement comes fom fower raw material costs,
savings starting o fow from the consolidation of tea
preduction into the Morstan factary and the reallocation
of marketing expenditure from Tea and Beverages 10
other divisions.

Ambrosia is

the number one
seling ambient
dessert brand
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Spreads and Desserts — continuing operations

Cm 2004 703
Sales 176.8 120.4 +46.8%
Like-for-like” sales 117.8 115.2 +2.3%
Operating proft before

exceptional items 26.7 112 +138.4%
Like-for-like* operating profit

nefore exceptional items  16.3 105 +55.2%

Sales by the Spreads and Desseris business have increased
tc £176.8m. This increase is primarily due to e inclusion

of Ambrosia, folowing its acquisition in December 2003.
Like-for-like* safes increased by 2.3% with Harfley's, Rose’s.
and Gale’s all performing strongly; iike-for-fike” branded sales
grew by 8%, offset by a decine in retailer brand sales of
19, The developrrent of the Hartley's fruit masterbrand is
prograssing well with Chiver’s marmalades successfully
transierred during the second half of 2004 and the transfer
of Bowntree's jelies currently underway. On completion

of the brand consolidation, the Hartley’s brand will have
sales of £33.0m (based on 2004 turnover), providing real
economies of scals in advertising. Our initiatives 10 improve
the cisplay of the spreads fixture has helped Hartiay's 10
achieve organic growth over 2603 of 19% to hecome the
UK's leading jam brand.

The integration of Ambrosia went smoothly, with the
acquired business fully integrated by the end of the

first quarter of 2004, We launched & brancly-flavoured
custard and new yoghurt-pot siyle four pack of custard
and rice puddings in the fourth gquarter of the year.

These product developments and the enhanced focus that
we have been able to apply 1o the brand resulied in an
increase in like-for-ike* sales for Ambrosia of 7% in 2004,
In February 2005, Ambrosia launched its first TV advertising
campeigrt for six years.

Brandad sales in 2004 amounted to 69% of sales for the
businass, up from 54% in 2003,

Operating profit before exceptional ems increased from
£11.2m in 2003 to £26.7m in 2004, This was mainly dus
i the inclusion of Ambrosia, which contributed £10.4m
at the cperating profit level, compared o £0.7m in 2003.
Like-for-like” operating profit before excepticnal tems
increased by £5.8m 1o £16.3m, principally as A result of
the irmproved brandsd sales and reduced manufacturing
coste following the closure of the Hadfield factory.

e T axciudes e maults of Amtrosia wireh was aceeed in Dacernner 2003,

A e ferike Incluces pre and post acguisition salas for 2003,
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Potatoes
m 2004 003
Sales 180.3 1358 +10.7%
Qperating profit before
exceptional iterms 5.5 5.6 ~1.8%

Sales by our Potatces business increased by 11% 1o
£150.3m, primanly due o the higher market price of
potatees during the first half of the year compared 1o lagt
year, though a good harvest in the second half of 2004
softened market Drices and improved margins.

The potate supply industry becams more competitive
through 2004 with increased supplier rationalisation.

We have responded by strengthening the management
team to provide the business with a more appropriate
skifls mix to underpin its future development. We also took
action to acidress the business's cost base and closed
twa of its six packing houses.

At the end of 2004, we received notice from Sainshury's
that thay would cease to source potatoes from Pramier from
July 2005, However, we have recently confirmed a nurnbar
of new supply contracts with other customers, which wil
replace a significant part of this volume. The industry
remains very competitive and we are therefore continuing

to review the future shape and stratagy of the business.

Bird's acquisition

On 13 February 2005 we completed the acguisition of

the ambient desserts business of Kraft Foods UK Limited.
This business principally comprises the Bird’s custard and
Ange! Defight instant desserts brands. The acquisition is

an excellent strategic fit, bringing te the Group further iconic
categary-leading brands with sighificant consumer awareness,
which will ba integrated into our Spreads and Desserts
business. The acquisition wili further enhance the brandsa
mix of the Group, lifting branded sales as a percentage of
grocery sales by approximaiely two percentage points.

These products are primarnly powdsrs and we are integrating
their production into the Knighton faciory. This shoudd be
completed by December 2005.

Sudan 1 product recall

On 18 February 2005, the Food Standards Agency initiated
arecal of a number of products, which had been identified
a3 possibly being contaminated with a dye, *Sudan 17, not
authorised for use in food products. The dye was traced 10
a hatch of chilfi powder supplied te the Group, which was
used by the Group in the rnanufaciure of Worcester sauce.
The Group used the Worcester sauce in the rmanufacture
of threg other prodicts and supplied Worcester sauce 10

a number of retall and food ingredient customers.

A number of the Group's customers have indicated that they
iniend to claim for their costs associated with the product
recall. These claims may comprise claims for damage to
their own products, the costs of recalling and destroyving
racovared preducts and daims for consecuential loss
among cthers.

Given the nature of the recall, the fimited number of

claims that have been receivad at this stage and intrinsic
uncertainty involved in such situations, it has not been
possible to quantify fully the claims. Howaver, the Company
has made a praliminary asssssiment of the quantum

and nature of the claims based on a sat of assunptions
reflecting management's currant view of the sftuation

and after having taken appropriate legal advice.

At this #ime, based on this assessment, its own insurance
position and fis potential claims against its suppiiers and
their cwn insurers, the Group does not believe that it has
any matenal financial exposure.
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Outlook

As a reault of improving conditions through January, we
rermnain convfident that we will achieve sales growih for
the full year in line with our strategic targets. This will be
urderpinasd by our strong pipaling of new progust and
categery development which will halp to drive branded
sales growth.

We continuie to focus on ranufacturing efficizncy through
capital and other projects. We do not anticipats any
significant nat raw material price moverrerits beyond

the rise in tin plata costs, raferred to earlier,

Following cornpletion of the Bird's acguisition, we have
commenced the integration process and our initial
impressions are very encouraging. This acguisition will
lift sales by our Spreads and Dasserts business 1o
over £200.0m and increase its branded sales mix 10
approximatsly 72%.

Robent Schofield Chie? frecutive
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Financial review

Basis of preparation

Prarmier Foods ple acquired the Pramier Foods Invastments
No.3 (“PFl No.3"} group through a group reconstruction

as part of the IPO process. The resulis have been

prepared USing merger acceuniing. Please see note 1

to the consclidated financial statements.

Premier consolidated profit and loss
account for continuing businesses

iurnover

Group sales from continuing operations increased by 8.8%
10 £842.2m, which included a full vear's contribution from
Ambyosia. Like-for-lke” sales from continuing cperations
weare 1.9% shead of 2003,

Gross profit

Gross profit before exceptional items was £210.4m for
2004, anincrease of 15.2% over 2003. This is principally
due to the inclusicn of the Ambrosia business, but is also
a reflection of the irmprovaed cperating efiiciency of the
business. Gross margin was 25.0% for 2004, an increase
of 140 basis points compared to the same pericd in 2003.
This increase was largely dus 1o the inclusion of Ambrosi,
which contributed 90 basis peints, The balance of the
improvement in margin was due to the increase in sales
of brandsd products, improvements in manufacturing
efficiency and a lower depreciation charge offset by a higher
pension cost and the effact of higher market prices on
margins in the Potatoes businass.

Selling and disinbution expanses

Selling and distribution expenass before exceptional items
were £75.6m in 2004, an increase of £2.8m, or 3.1%, over
the same period in 2003, The increase is principally dus

to the inciusion of a full vear's costs for Ambrosia and a
5% increase in our marketing spend offsat by savings in
cur distribution costs. Like-for-like” sglling and distribtion
expenses decreased by £2.1m or 2.9%.

“Operating profit
efore exceptional

tems increased
by 27.4%”
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Administrative expenses

Administrative expenses before exceptional items have
increased from £23.8m in 2003 te £20.4m in 2004,
After adjusting for the impact of the accrual reversals
of £3.3m refarred o earlier, acdministrative expensss
increasad by £3.3m. This increase is pincipally due

ta the inclusicen of a full year's costs for Ambrosia and
increased pension costs.

Operating proft before exceptional itams

Cperating profit before exceptional items was £97.3m for
2004, an increase of £20.9m, or 27.4%, campared to 2803
Like-for-like™ operating profit increased by 14.8% 10 £38.9m.

Exceptional kems

Operating exceptional tems charged during the year were
£25.4m, of which £16.7m was associated with the PO in
July. Non-iPO operating exceptional iftems were £8.7m in
2004, Inciudsad in this were costs related 1o the closure of
the Edinburgh site and the intagration of its operations into
hMoreton, together with restructuring costs and provisions
for the impairment of assets in the Potaioes business.

Also incluced in the £8.7m was a charge of £1.0m incurved
on the marger of three of our principal pension schemes.
The merger required a one-off cash contrbution of £10.0m
to equalise the level of funding in the schemes, £9.0m of
which had been previcusly provided against.

Priar year operating exceptional tems primarily related
te the provision for the closure of the Hadfield site ang
the irtegratian of its operations inte the Histon and
Bury St Edmunds planis.

The non-operating exceptional credit of £12.8m in 2004

is made up of the £11.7m profit on the sale of our
Materne business as part of the IPQ, ihe gain made cn tha
raplacament of ixed assets at the Bury St Edmunds site
following the fire, offset by the write-down of fixed assets
at the closed Edinburgh factory and potato packing sites.

e exciudes the resuits of Ambrosiz winch was acaied n Dacemper 2003,

IPC exceptional iems and assodiated costs

As referred to sarlier we chargad £16.7m of PO costs
as exceptional iterns during the year. This was made up
of share option related casts of £14.5m and sundry legal,
acccuntancy and ancifary items totalling £2.2m.

We incuned cests of £10.2m on the primary share oifar,
which have been treated as a deduction Fom the primary
proceeds thus reducing the share pramium arising cn the
issug of the shares.

Costs of £8.2m were incurred on the amangement of the
new senior credit facility. These have been capitalised

and will be amoriised over the tarm of the facility.

The un-amortised issuance costs of £10.5m associated
with the previous senior credit facility have been written off
and charged as an excaptiona interest charge. We repaid
our Senicr Notes in Septermber 2004, which resulted in an
sarly redemption penalty of £11.1m. This has been treated
as an exceptional interest charge.

These are surmmarised as:

Treatmant

Rem At
Cptions
- Gash cancellation 8.2  Onperating exceptional cost
— Roliover options 6.3  Operating exceptional cost
Sundry PO expenses 22  Operating exceptional cost
16.7
Equity:
- Undenwriting, legat
and accounting 10.2 Share premiurm account
Debt:
—Issuance costs
- new facility 8.1 Capitalised, 10 be written off
ovar term of debt
—Issuance costs
- old facilties 105 Exceptional inlerest cost
Senior Notes garly
redemption penally  11.1 exceptional interest cost
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Bury St Edmungis fire

On 27 Cetober 2004 we suffered a serious fire at our
Bury St Edmunds plant, which is the main manuiacturing
site for cur Pickles and Sauces business. With the
exception of Bransion sweet pickles, where we were ablz
10 recommence rmanufacture within threa weeks, we sither
transferred production to our Jonker Fris subsidiary in

the Netherlands or outsourced praduction to third parties.
This minimised disruption 0 our custormers, which was
especially important during the peak Chiisimas season.
All the lines are now operational at the site and distribution
is cloge 1o pre-fire levels.

We have recognised the loss of prolits recoverable
through our insurance policy as other operating income,
The agsste destroyed by the fire have baen written down
as a non-cperating exceptional loss and the insurance
proceeds received 10 replace the assets, form which the
£1.0m insurance excess has been deducted, have baen
recordedt as non-cperating exceptional incoms of £3.5m.

(Cash flow and debt

Net cash flow fom operating activities before exceptional
iterns for the continuing businesses was £115.2rm in 2004,
compared to £110.9m in 2003, Exceptional cash fow items
in 2004 included the payment of a one off contribution o
the pension scheme of £10.0m to facilitate the mergar of
the three predecsessar schernes and the cash costs of the
closure of the Hadfield site. The nst proceeds of the shares
issued in the PO and the capitalisation of the PR No. 3
Lean Notes reducsd debt by £303.0m. Gross detat, net

of cash and before debt isguance costs, was £377.5m at
31 Dacember 2004,

Capital expendiiure

Gross capital expenditure during 2004 was £38.8m,

of which £6.8m was for assets purchased o replace those
darnaged in the fire at Bury St Edmunds. After the deduction
of the £1.0m aexcess, we recsived £8.9m from our insurers
10 fund this replacement programme. We also received
proceeds of £4.0m from the sale of the Hadfield factory.

interest

Interest charged in 2004 was £78.3m. This comprises
anet £41,7m payable of cash interest, €11.1m of interest
payable on the PH Mo.3 loan netes, prior to their
capitalisation, a total of £14.4m of debt issuance cosis
amoriisation and a charge of £11.7m on the sarly
redernption of tha Senior Notes, Interest charges will fall
significantly in 2005 following the changss to our capital
structure at the IFQ. Net interest paid in 2004 was £59.4m,
comprising £48.3m of interast on termn debt and the seriior
nctes and the £11.1m early redemption penalty on the
senicr notes. We anficipate that our ongoing cash interest
cosis will total approxdmately 7% of net debt, comprising
6% on the term debt and an additional 1% to cover the
amortisation of debt, insurance costs and other associated
financing charges.

Taxation
The tax charge for 2004 was £2.5m on profit before tax of
£8.,7m. Tax paid in the yvear was £0.2m.
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Fensions

We provide retirement benefits for UK emplavess under our
main defined benaft (final salary) scheme, the Pramier Foods
Pension Scheme (the “PF Scheme™, which was formed

by the merger of three pension schemes in May 2004,

A second smaller defined benefit {final salary) scheme, the
Premier Ambient Products Pension Scheme {the “FAPPS™)
provides benefits solely for fonmer ermployesas of Unilever
Bestfoods emploved in the Ambrosia business.

We regularly review our actuarial assumptions and in fight
of increased inflaticnary pressuras in the eccnomy have
changed cur FRS 17 assumpiions. The net effect of this
adiustrrent is to increase the reported nat deficit after
deferred tax in the schema, as calculated undar #RS 17
assurnptions o £45.2m. The revision io the FRS 17
assumptions does not affect the actuarial deficit on which
tha cash contributions that the Company is rmaking to the
scheme are based and contributions remain at the same
levels as those made during 2004.

Paul Themas Financs Director
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Board of Directors

David Kappler Aged 58
Chainran

Joned the Group on fetation in 2004

az Cnarman. David Kapoier was
oeviodsly Finance Dwectar of Cadbury
Schwapoes ple. He s a Chartered
Management Acccuritant and is curanty
& non-executive director of HMV Group
ale, Shire Pharmacedticals GBrous oo
and ftsranmtinental Hatels Group pie.

David Fetwick cBE Aged 50
MNoa-axacutvy direstor

Joined the Graup on fictation in 2004,
Prigs 1o this fie was Depuwty Chalmarn

of the donn Lews Partnership

and Cnzinnan of the British Rate
Consorium. Ha was pravicusly Managing
Sirector of Waitrese and is curremntly
Chzimnan of Product of e Year Lid.

snd Lecklord Estars 1id.

lan McHouwl Aged ¢5&
Non-axecutive direstor

Joinedl the Group on dotation in 2004,

He iz cumarity the Sroup Finance
Directar of the Scotlish & Newoastia
Groun. He was praviously the Finance
and Stratagy Diractor of the Inntepraneyr
Pub Company Limited and pror to that

Ae suant H years wii Courags Lirnited
Al y cornpary Fosters RBrewng

Groug in avaiely of mles, MrMeHoul s
Cnanered Accourtant.

Robert Schofield Agad 53
Chief Executive

5 G in 2001 taking
responsiity for ts branded business.
Hae was appoirted Chiaf Executive n
January 2002, Rebert Schctiald has
aKtensive manufactuning anid cperationat
axpenence gained at United Siscaits plc
whers he utimataly served as Managing
Diractor of Unitvd Bisquits UK, directing
toth the MeVities and KP Foods
businessas. Mr Schofsaid is the
rion-execuUtive Chairman of Buron's
Foods Limited

Joined

Sharan Hintze Aged 60
MO -@XeCUlive SrBCiGr

Joined the Group on fotation in 2604,

She is curranty a nor-execuiive dirsctor
ot HSRC Holdings ol and & trustes of

trie Society of Genealogiah
frmrerly 2 nen-axecutiva di
Safeway pie and Senor Vice Presicant
rasponsivie for the Petcare siratags

Lusiness Ut 2t Neatld SA 0 Switzerdard,

Prioe 1o this Miss Hintze worked for
Mars incGihoraied and & number of &s
subsidiares in the United States, the
United Kingdorn and Switzerand,

jan Ramsay Aged 65
Mor-executive director

Joried 1 Gmug on otaron i 2004
Mz was formany Fresident of Europe,
Ao and the Micddia Eest at Bestioodds
Europe. Price tothis. he was Sanior
Vige President of Finance and Human
Resources and Fresdent of Eurces
Coerations at Bestioods Euope.

Pauy) Thomas Aged 28
Finance Cirector

Jained the Group in 2002 as
Director. Prior o this he served as
Finance Director of the isisure and
brewing divisions of Bass pic. Previgusly,
ha was the Director of Planring and
Buginess Development n tha retal

d of Grand Metronolitan ple.

Ha is a Chiartered Accountarnt and

the Company Seetary

Lyndon Lea Aged 36
Non-exedurive diector

Jained tha Group in 1969, He was
dngainted to ihe Boaxl mmadizialy prcr
o fogtion in 2004 and cumently seves
on the boards of Yati Group ple and

icds Cayman limited comoanias which
ad. Aster Gty
dings AG and

Burton's Foods Lmstad,

Gecrge Sewell Aged 58

MNon-exeninive director

Joined tha Group on fotaton i 2004,
Fie was greviously president of Ouakar
Europesn Foods, Mr Seweal was

fnrmery Cralenan of the Association

of Ceraai Feod hMarufacturers, a member
of the Councll of Food & Dnnk Fedaration,
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Senior Management

Howard Beveridgs Aged 44

Joinad the Groug in 2002 as Group
Marketing i Frior to this, he hald
senior migketing miss al Baiclayeard and
at BUPA Hospitas and with a nuntier

of manufacturing cernpanies including
Tune Investments, Cadoury Schwenpes
and United Bisouits.

lan Craxford Aged 17

Joined thes Group n 2003 as Operations
Diractor. Prior 1o this he sarved as the
Managng Drector of Barshas Spints,
MD awo of John Dewar & Sons
Mihisky dwision of Bacanh Marting;
Giooai Packaging Director for UDV the
{spirits division of Diagac). Previously, he
: iageriient drd

k 1 Tate & Lyle, Alled
Domanug, Associkted British Foods,
ard other major food companias.

Stephen Bolton Agad 40

Joined the Group in 2002 as Commercial
Cirector, #ror 1o juirmg tha Group,

he seved a5 Marketing Disalior at

Jeyas UK Ltd, His aarly margting

and commerdial managemant career
inctuded periads with Phiips, Sara Lea
and Add's Housewares,

lan Yark Aged 45

Jaingd the Group in 1924 as Genergt
Sales Manager for ths Canned Foods
divigion. & now has responeisiity or
all UK sales sotivities meoughout the
blsiness baving Desn appoined Gmon
Sales Dirsctor in 2601, Previously,

i York hatd & variety of positions in
the UK grocery market with Quaker
Qats |td., Associalend British Foods
and Biue Drest,

Rominic Box Aged 4

Joined the Gioup in 2004 and was
subsequenty aponinted Cormmercial
Divecior for the spresds, dessans and
SAEOKS LuUSINEss urits. Prict to ming
Prarrier, he served as director of

Pz Cussons in LK marketing. suoply
chair arsd i roles, aftar gaining
g vranded markeling expenence in
Rowntree and Mestlé Food,
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Directors’ report
The directors have pleasure in preseniing the first report and audited financial staternents of Prernier =oods plc and its
subsidiaries for the year ended 31 December 2004,

Principal activities

The Group is a leading UK manufacturer ang marketer of ambient grocery products and one of the largest suppliers to
the retail grocery and cut-of-home markets. The Company has three principal grocery product segments:

¢ Conveniance Foodls, Pickles and Sauces;
+ Toa and Beverages: and
e Spreads and Desseris.

It also operaies a potato packing and rmarketing business which supplias the rétail, foodsenvice, food manufacturing and
patato growing markets.

The branded preducts includs Ambrosia custard and milk puddings, Branston pickies, Typhoo tea, Hartisy's preserves,
Gale's honey and lemon curd, Crosse & Blackwel! convenience foods, Sun-Pat peanut butter, Sarson's vinegar, Hayward's
pickles, Smash instarit mash potato, Marvel powder milk creamer and Waistiine salad dressings, soups and cooking
sauces. In addition, the Group produces cocoa-based beverages, Rownlrae's jelly and Loyd Grossman cocking sauces,
soups and salad dressings under agreement or licence. it alsc provides a range of retailer brand products, pringipally for
the major muttiple grocery retallers,

Business review and future developments

Prerier Foods plc was incorporated on 22 June 2004 but dig not trade untif 15 July 2004, On 15 July 2004,
FPremier Foods plo acquired the entire share capital of Pramier Foods Investments No. 3 Limited and its subsidiaries.
The Company’s shares wers admitied 1o the main list of the London Stock Exchange on 19 July 2004, The shares
were placed at £2.15 and as a result £108.4m was raised after direct costs of £10.2m. In addition, £204.3m of loan
notes dus to Fremier Investments Holdings L.P. ware redsemed by the issue of new shares in the Company.

The Chairman's statement on page 2, the Chief Executive’s review ¢on pages 3 10 9 and the Financial roview on pages 10
t¢ 13 provide a review of the business during the vear and Bkely future developments.

Financial resufts

The audiied financial statements are pregentad on pages 36 o 74,

Profit and dividend

The profit (foss) on ordinary activities before tax for the year ended 31 December 2004 was £8.7m (2003: £(0.3)m).

In the Listing Particutars of the Company published in July 2004 ihe Board stated that, in the absence of unforeseen
circurmstances, it intended to recommend payment in May 2005 of a final dividend for the year ended 31 Dacember 2004
of approxirately 9p per ordinary share. Given that the financial resulte for the vear are in line with the directors’ expectations
at the time of Listing, the directors recemmend a final dividend of 2p per ordinery share for the year endad 31 Decernber
2004. Subject to sharehclders’ approval, the final dvidend wit be paid on 31 May 2005 to mernbers on ths register as

at 6 May 2005. The results after dividends are transferred 1o reserves.

Participation of controlling shareholder in placing of the Company’s shares
Detaifs of the share capilal moverments during the pericd are sei out in note 22 1o the financiad statements on page 67.
Research and development

Research and developmernt costs of £1.0m were incurred during the year relating to salaries paid in the new product
developmerit division,

Contracts of significance with controiling shareholder

Details of related transactions with related parties are set ot in notes 24 and 29 to the financial statements on
pages 71 i0 73

Land and buildings

The directors are of the opinion that there is no significant difference between the book and market valua of the lang
and buiidings of the Group.
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Post-balance sheet events

On 13 February 2005 the Company completed the acquisition of Bird's Custard, Angel Dalight and associated brands
and assats from Kraft Feods UK Lid for £70.0min cash.

On 18 February 2005, the Food Standards Agancy inttialed a recall of a number of products, which had been identified
as possibly being contarminated with a dve “Sudan 1" not autherised for use in food products. The dve was traced to a
batch of chilll powder supplied to the Group, which was used by the Group in the manufacture of Worcester sauce.
The Group used the Worcester sauce in the manufacture of three other products and supplied Worcester sauce to a
number of retail and food ingredient customers.

A number of the Group's custormers have indicated that they intend to claim for thelr costs associated with the product
recall. These claims may comgprise claims for damage te their own products, the costs of recalling and destroving recovered
preduct and claims far consequential loss amaong others.

Given the nature of the recall, the limited number of claims that have been received at this stage and intrinsic uncertainty
involved in such situations, it has not been possible to quantify fully the claims. However, the Company has made a
prefiminary assessment of the guantum and nature of the claims based on a set of assumptions reflecting management'’s
current view of the situation and after having taken appropriate legal advics.

At this time, based on this assessment, fts own insurarce posttion and its potential claims against its suppliers and thair
own insurers, the Group does nct belisve that it has any material financial exposure.

Directors and their interests
The following direciors held office during the year ended 31 December 2004

Deganaton Apponier
David Kappler, non-executive Chairrman 13 duly 2004
Robeart Schofield, Chief Executive 22 June 2004
Paul Thomas, Finance Director 22 June 2004
David Felwick cre, Senior independeant non-executive diractor 19 duly 2004
Sharon Hintze, non-executive director 19 July 2004
Lyndon Lea, non-exacutive dirsctor 22 June 2004
lart McHoul, non-aexecutive diractor 12 July 2004
lan Ramsay, non-executive director 19 July 2004
Gecrye Sewell, non-execiiive director 19 July 2004

Detalfe of the directors’ senvica contracts, emalumeants, the interests of the diracters and their immaediate families in the
share capital of the Company and options o subscribe for shares in the Company are shown in the Directors’
Rermuneration Report on pages 23 to 31,

Corporate governance

The Board recognises the value of good corporate governance not only in the areas of accountability and risk management
but also as a positive contribution 1o business prosperity. The Board balieves in conducting the Comparny’s affairs in a fair
and transparent manner and in raintaining the highest eihical standards in its business dealings.

Compliance staternent

During the pericd from the Cormpany's admission to trading on the London Stock Exchangs on 23 July 2004 to

31 December 2004, the Board considers that the Group has complied with the provisions set out in the Cornbined
Code on Corporate Governance issuad by the Financial Reporting Council in July 2003 (the “Combired Code”), with
the exception that it has vet 10 undertake a formal review of its cwn performance, that of its commitiess and individual
directors. These performance appraisals, which have not been considered to be of value in the ghort time since Listing,
will be undertaken during 2005,
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Operation of the Board

The Board nomally meets at least six imes each calendar year and also rmeets on other occasions as necessary.
Maetings are usually held in the Company’s head office, in St Albans, but also provide an opportunity Tor the Board as a
whole to visit the Group's operating faciliies. Detalls of the number of Board and Committes mestings and the attendance
at those mastings is set out on page 20.

The Board is responsible for the overall management of the Group and has an agreed schedule of matters reserved to &
which includes setting long-term strategic and commercial objectives, appraval of annual cperating and capital budgsts,
dividend policy, averseeing the Group's intemal contro systems and generally ensuring that appropriate resources are in
place to enable the Group to mest its objectives.

The Chairman is primarity responsiie for the workings of the Board, and sets the agendas in congultation with the Chief
Executive and Company Secratary. Board papers, including copies of the minuiss of Committee meetings held since the
previous Board meeting, are circulated in ativance of each mesting. The Chairman periodically holds mestings with the
non-execuiive direciors without the executives present,

The Chief Exacutive has overall responsibility for the executive management of the Group and for implementing Board
strategy and policy, within the approved budgets and timescales. The Chief Executive is supported by the Finance
Director and Operations Board, which consists of the senicr executives who head up the Group's principal operations.
The biographies of the directors and members of the senior management team appear on pagss 14 and 15.

Procedures are in place which allow directars to take independerit professional advice in the course of their duties
and all directors have access 1o the agvice and services of the Company Secratary.

Board structure

The Board congsists of a non-executive Chairman, two executive directors and six non-executive directors.
In accordance with best practice, separate indviduals have been appoinied io the positions of Chairman and
Chief Executive. David Felwick has been appointad the senicr independent directar.

The Board considers that all the non-exacutive directors, other than Lyndon Lea, are indepencent in character and
judgament and within the definition of this term in the Combined Code. The Combined Code states that the test of
independence I8 not appropriate in relation to the Chairman,

The Chaiman and the non-executive dirsciors confribute external expertise and experience in areas of importance
to the Group such as rmarketing, customer focus, corporaiz financs, general finance and comporate governance.
They also contribute indepanderit challenge and rigour o the Board's deliberations.

Board committees

The Board has established an sifective committes structure 1o assist in the discharge of iis responsibiliies. The terms of
raference of thege commitices comply with the provisions of the Combinad Code and ars available for inspection on the
Cempany's wabsite, www.premierfoods.co.uk.

Audit Committee

lan McHoud chairs the Audit Committes. Its other members are David Felwick and Gaorge Sawell, Only independent
non-execuiive direciors, who have no links with axternal audiiors, may serve on the Commitiee. One member of
the Committes, lan McHoul, has been identified by the Board as having recent and relevant financial experience.
The Audit Committes is scheduled 1o meet at least four times a year and will megt the internal and exiemal auditors
at least twice a year without the executive directors present.

The Audit Committes is responsible for making recemmandiations 10 the Board on the appointment of the exiernal auditors
and their remuneration, for reviewing the accourving principles, pelicies and practices adeptad in the preparation of the
interim and annual accounts and reviewing the scope and findings of the audit. The Committee assists the Board in
achieving i3 obligations under the Combined Code in arsas ¢f risk managernent and internal conitrel focusing particulardy
on compliance with legal reguirements, accounting standards and the Listing Rules and that an effective systern of intemal
financial and non-financial controls is maintained. The ultimate responsibifity for reviewing ang approving the Annual Feport
and Accounts remains with the Board.
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The Commitiee will keep under revisw the external auditors’ independence including any non-audit services that are

to ba provided by the extermnal auditors. The auditors are also required to confirm their independance at least annually.

A formal pelicy has been developed and implemented which ensures that the nature of the advice to be provided could
not impair the objectivity of the external audiors’ opinion on the Group's financial statements. The policy incomoraies a
fer timit above which a formal tender precess must be undertaken and approval of the Committee obtained prior to any
proposed appoiriment. Additionally, the use of delsgated authorities to appoint the external audiitars is routinely reported
10 the Commities,

The Committes has recently approved a formal policy whareby staff may in confidencs, disclose issues of concern
ahout possible malpractice or wrongdoings by the Company or any of its employees without fear of reprisal.
This includes arrangarmerts to investigate such matters and ior appropriate follow-up action.

Remuneration Committea

The Pemuneration Committee is chaired by David Felwick. The other members of the Committse are Sharen Hintze and
fan Ramsay. Only independent non-sxectitive directors may serve on the Commitiae. The Chaimnan ang Chiefl Executive
attend Remuneration Committae meetings at the invitation of the Commities Chairman. The Remuneration Committes will
normally meet at least twice a vear.

The Bemuneration Committes has responsibility for making recormmendsations 1o the Board on the Company's policy on
remnuneration of executive directors and senior managers and for determining, within agreed terms of reference, speaciic
rernuneration packages for eéach of the Chalmnan, the executive direciors of the Company and such members of serdor
managament as it is delegated to consider, including pension rights, any compensation payments and the implementation
of execuiive incentive schames. In accordance with the Caommittee’s tarms of reference, no director may participate in
discussions relating 1o their own terms and congditions of service or remuneration.

Further information on the activities of the Rernuneration Committes is set out in the Remunaration Report on pages 23
o 31,

Nomination Committee

The Nomination Committes is chaired by David Kappler, and its other mernbers are Lyndon Lea, tan McHoul, David Fejwick
and lan Ramsay. David Kappler will not chair the Comimittee when it is dealing with a successor fo the Chairmanshin of

the Company. The Comimittee, which will normally meet not less than twice a yaar, has responsibility for considering the
size, structure and compasition of the Board of the Company, retiremants and appointments of additional and replacement
directors and making appropriate rescmimendations so as 1o maintain an appropriate balance of skils and sxperisnce on
the Board,  did riot mest in 2004,

During 2005 the Nornination Commiittee will establish a process for Board appointments that # considers to be formal,
rigorous and transparent. This process will include a reviaw of the skills, experience and knowledge ¢f the existing diractors
to assess which of the potential short-listed candidates would most bensfit the balance of the Board having regard also to
the need for suceession planning.

The terms of appointrment for the nen-executive directors are avallable for ingpaction on the Company’s websits,
www.premierfcods.co.uk.

Reappointment

The Companys Articles of Asscciation requirs directors appeinted by the Board during the year 1o retirs and, if agreed,
offer themselves for reappointment at the first Annual General Meeting {*AGM") fallowing their appointrment. As all of the
directors were appointed during the year, separate resclutions proposing their reappointmant wilt be put 10 sharehoiders
at the AGM 10 be held on 26 May 2005,

There is also a process of mtation which enaures that no diractor helds office for mors than thres years without baing
reappointed at an AGM and also that at lsast one-third of directors will be required to retire and seek reappointment
al each subseqguent AGM,.

Remuneration

The Directars’ Rermuneration Report, providing a statermeri on the Company's policy on directors” and serior managers’
remuneration, benefits, share schemg entitiements and pension arrangements is set cut on pages 23 io 31. A resolution to
approve the Directors’ Remuneration Raport wili be propased at the forthcoring AGM.

The Directors’ Remuneration Report sets out the staius of the Company's compliance with the reguiraments of the
Combinad Cods with regard to remuneration matters.
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Internal control

“The Board has overall responsibiity for the Groups's systems of intermal control, for raviewing their effeciiveness and

for ensuring that there is a process to idantify, evaluate and rnanage the significant risks 0 achievament of the

Group's strategic chjectives. Such systems cover strategic, commeardial, operaticnal and financial areas and include the
managerment of risks thersin. Mowever, the Board also recognises that these systerns are designed to manage rather than
te diminate risk and can provide oniy reasonatle, and net absclute, assurance against material misstatement or loss,

Dunng the perica from Listing to approval of the Report and Accounts an exercise has been complsted to identify the
kay rigks. Appropriate management actions have been determined and these include transfer 1o third parties {eg through
insurance and fnancial dervatives) and internal menitoring and contingency planning. Measures have and are being taken
o embed all such actions in the systems of internal control.

The Baard and Audit Committes have raviewed the effectivenass of the internal contral systerm includling financial,
operational, compliance controb and risk managernent in ing with the requirements of the Combined Code for the period
from Listing to approval of the Report and Accounts.

During the year the Board reviewed the need for, and made the decision 10 establish, an internal audit department.

The head of internal audit was appointed at the start of 2005 and has subsequantly developed the internal audit and

risk management sirategy and produced a detalled plan of activities for the year that has been approved by the Audit
Committee. The hiead of internal audit will provide regular independent reports to the Audit Committse on the operation of
internal contrels including the management of fisk, These will incorporate the findings of the cther internal assurance teams.

The Audit Commitise will in Turn monitor and review the effectiveness of the internal audit department and ensure that
it is adequately resourced to perform its ciuties.

Relations with shareholders

The Board recognises that ks primary role is 1o represent angd promata the interests of its shareholders and that it is
accouritable to shareholders for the perfornance and activities of the Company.

The interim ancg annual reporis remain the primary means of communicating with the Company’s shareholders and
the Group's website, wwww.prermierfoods.co.uk, contains the full text of such reports together with Stock Exchangs
announcernents, after their release o the marksat.

The Company will announce fig results on a half-vearly basis. Pregentations will be made 1o analysts and major
shareholders following the release of the interim and year end resulis. The Chief Executive and Finance Director are alse
available to meet with shareholders during the year. The Chaiman and, ¥ appropriate, the senior independent director
are available to discuss issuss and concerns of shareholders. Shareholders are also provided with the opportunity to
ask questions of the Board, inciuding the chairmen of the various commitiess, and to present their views al the AGM.

Netice of the AGM, together with the Annual Repori and Accounis, is sent to shareholders at least 20 working days
befora the meeting, and details of the proxy votes for and against each resclution are announced after the result of the
vole on the show of hands.

The following table sets out the number of mestings ¢f the Board and s committees and individual attendances during the
perod from Listing on 23 July 2004 to 31 December 2004, Whilst the Cormpany was incorporated on 22 June 2004 and
held a number ¢f meetings preparatory to flotation, to report such meetings would convey no useful information to
shareholders ag the majority of directars did not formally take up their appointments until 19 July 2004, In addition to

the meetings detailed beolow, ad hoc committees of the Board are convened for specific purposes frorm time to time.

{eoug Bead Hernuneration Neynination Auck
Number of meetings held since Listing 5 1 0 2
David Kappier, non-axaculive Chairman 5 1 0 2*
Rogexrt Schofield, Chisf Exacutive 5 1= - -
Paul Thomas, Finance Director 5 - - 2*
David Felwick oiE, Senior independsnt non-executive dirsclor 4 1 G 2
Sharcn Hritze, non-executive director 5 1 - -
Lyndon Lea, non-execuiive director 4 - O -
ian McHoul, non-executive directar 4 - 0 2
lan Ramsay, non-executive director & ]
George Sewell, non-executive director 5 17 - 2

“Cenates attendance My swiston
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Employment policies

A summary of the Company’s employrrent policies 13 sst aut it the report headed Corporate Social Responsibifity on
pages 32 anc 33.

Directors’ interests in contracts

No director had a material interest at any tirne during the vear in any coniract of significance, other than a sarvice contract
{ses Directors’ Remuneration Report on pages 23 to 31}, with the Company or any of iis subsidiary undertakings.

Charitable and political donations

No donations were made by the Group 1o political parties. During the year the Group made charitable donations amounting
10 £29,271. The annual donations budget is administered by local site committess 1o a palicy predominanily directed
towards educational objectives and those communities in which the Group's businesses are located

Substantial shareholdings

As at 18 March 20085, the Company has been notified, in accordance with Sections 188 1o 208 of the Companies Act
1985, of the following interests in the ordinary shares of the Company:

Nembe of Fuoenlage o
Nesfendon racehod from odirary Shares issued shar capita
AXA Invesiment Managers UK Lid 23,148,618 11.90
Standard Lifa investmeants (UK) 24 586,477 10.04
Fidelity International Limitad 12,644 487 5158
Legal & General Group plc 9,823,874 4.M

Creditor payment policy

The Compary recegnises the benefits to be darived from maintaining good relationships with its suppliers. It is the Company’s
policy that payment is made on time, provided suppliers perform in accordance with agreed terms. The Group has a variely
of payment termg with supphers. Payment termns for purchases under maior contracts are agreed as part of the contract
negeotiations. Tradle craditors at the vear end represented 59 days of purchases.

Directors’ responsibilities

The directors are required 1o prepare financial statements for each financial year which give a true and fair view of the staie
of affairs of the Comparny and the Group as at the end of the financial year and of the profit or loss, total recognised gaing
or losses and cash flows of the Group for that period. The directars confirm that appropriate accounting policies have been
used and applied consistently, and reascnable and prucient judgements and estimates have been made in the preparaticn
of the financial statements for the vear ended 31 December 2004. The directars also confirm that the financial statements
have been properly prepared in accordances with the Companies Act 1985, and all applicable accounting standarcis

have been fellowed. The direciors are rasponsible for maintaining adequate accounting records, for safsguarding the
assets of the Company and the Group and the investment of shareholders. They also take reasonabie steps to prevent
and detect fraud and other iregularities. The directors are responsible for maintaining the integrity of financiatl information,
including the Annual Report, on the Group's website, www.prermierfcods.co.uk. Legislation in the UK concemning the
preparation and dissemination of financial statements may differ from legislation in other jurisdictions.

Going concern

The directors are satisfied that the Company and the Group have adequate resources to continue in operational existence
for the foreseeable future. For this reason they continue o adopt the going concemn basis in preparing the accounts.
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International Financial Reporting Standards

As a UK quoted campany, Prerrier Foods is required to produce financial staiements for accounting pericds beginning on
or after 1 January 2005 in accordance with International Financial Reporting Standards (*HFRS"), This will require an opening
balance shest to be prepared under IFRS at 1 January 2004 {ths date of transition] tegether with fnancia statements for
tha vear ended 31 Secember 2004 for comparative purposes. Wea intend to publish this restatement in June 2C05.

The Group has sstablished a dedicated team to study the effscts of adopting IFRS on the Group's fnancial staterments
and the most significant areas of impact with regpect to known and anticipated changes 1o financial statements have been
icentified. The effect of these changes is currently baing quantified and work is alsa in prograss 1o impfement any changes
e financial reporting processes that may be required.

The most significant argas of impact with respect t¢ known and anticipated changes 1o finandial statements have
been identified and are detdilad below.

The Group currenily applies SSAP 24 to account for defined benefit pension schemes and complies with the FRS 17
rransitional arrangements. 1AS 19 is breadly consistent with FRS 17 except that that it provides the eption not to recognise
actuarial gaing and kisses below a threshold whila spreading forward those abave this thresheld over the avérage remaining
seniice life of the employess in the scheme. If the spreading option is not adopted then the effect of adopting IAS 19 is
broadly as ilustrated in the FRS 17 disclesures. The Group pension defictt will be reflected in the balance sheet at the date
of fransition.

IAS 36 stipulates that goodwill is not amortised but instaad is subbdect to annual impainrernt testing. The Group considers
that it will not need 1o resiate its gooawill balance at the date of transition.

In accordance with IAS 38 the Group intends to recogniss the fair value of finangial instruments at the balance sheet date.

The Group has infroduced shara incentive plang in 2004 and, in accordance with IFRS 2, it will recognise the Tair value of
these share based payments and charge them to the profit and loss account over the vesting period of the plans.

Audttors

A resolution o reappoint the auditars, PricewaterhoussCoopers LLF, will be proposed at the forthceoming AGM in
accordance with Section 385 of the Companies Act 1985, The reappeintment of PricewaterhouseCoopars LLP has been
approved by the Audit Committee who wilt also be responsible far determining their audit fee on behalf of the directors.

Annual General Meeting business

The first Annual General Meeting of the Company will be held at Haberdashers' Hall, 18 West Smithfisld, London
EC1A 8HQ on Thursday 26 May 2008 at 2.00 pm. The Notice convening the AGM appears on page 77, together with
details of the business 10 be considered, and full explanations of each resalution that is being proposed.

By arder of the Beard

7 .

Paul 5
Company Setretary
18 March 2008
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Directors’ remuneration report o tre year ended 31 Decermber 2004

This report, prepared by the Remuneration Committes (the “Commities”), on behalf of the Board, has been praparad
pursuant 1o Schedule 7A 1o the Companies Act 1885 and the Listing Rules issued by the Financial Services Authority,

Remuneration Committee

Hale

The Bernuneration Committes is regponsibls, pursuant 1o a policy ramewark on executive remuneration agreed by the
Board, for determnining the pay and benefits and contractual arrangements for the Chairman, executive directors and the
Company Secretary, and for overseeing the Group's share schemes. The Committee alsc recommends and manitors the
structure and levels of remuneration for senior managers throughout the Group. It eperates under the delegated authority
of the Board and its terms of reference are available 1o view on the Group's website, www.premierfogods.co.uk.

It is commitied to principles of accountability andg transparency 1o ensure that remuneration arrangements demonstirate a
clear fink between reward and performance. In its wark, the Commiitee considers fully the principles and provisions of the
Combined Code on Corporate Governance,

Mermbearship
The Cormmiitee comprised the following independent non-execulive direciors during the period from Adrnission to
31 December 2004

WMr D L Felwick cBe
{Caommittes Chalrman and non-exscutive director)

Mr | M Ramsay
{appointed 3 August 2004;

Miss S Hintze

Mr G Sewaeil
fresigned 3 August 2004}

Meetings

The directors’ attendance at Committes mestings held during their pericd of membership and the number of mestings held
during 2004 is set out on page 20. The Chairman, Mr D J Kappler, and the Group Chief Executive, Mr R J Schofield, are
invited te attend the Commitige mestings, except when the Committes discusses maiters refating to their remunearation.

Advisars

Delnitte & Touche LLP FDeloitte”} were appointed by the Committee as their retained advisors in 2004 and continue to
provide advice to the Committes on matters relating 1o remuneration including market comparison data and best practice.
Deloitte aso achvised the Company on tax implications of share plans on Admission.

The Committee consults with the Chairrnan and the Chief Exgcutive as appropriate, and is also supported by the Group
Head of HR.

Remuneration policy

The broad pclicy of the Board and the Committee going forward is to continue o set remunaration so as to atiract and
retain high calibre executives and to encowrage and reward superior business performance. Remuneration for executive
directors is intended 1o reward against performance criteria that ars relevant and realistic bue also challenging, so that
superior periommance is encouraged. Therefors, rernuneration arrangements will continue to focus on performance
related incentives, rather than just annual safary, (0 encourage the alignment of operating objectives, as well as defivering
shareholdar value. The remuneration policy is reviewsd annually.

For 2005, annual salary will continue to e set at levels not normally exceeding median. in relation to bonuses and
fong-term incerttive plang, the policy wilt continue ta he to provide an cpportunity Tor execitives te eam total remuneration
packagss in the upper quartile range, provided that stretching and demanding performance conditions arg met.
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With advice froim Deloitte, the Committee have carried out a review of all aspects of the remunaration policy
including pay benchmarking for the maost senior rolas and a consideration of the relevant comparator cormpanies
for performance measuremant.

Going forward, the Committes intends to rehalance the remuneration packages of senior exgcutives to ncrease

the emphasis on key performancs chijsctives and t¢ strengthen executive shargholding. This rebalancing will involve
adiusting the annual bonus structure by introducing an dlement of compulsory deferral into shiares and by utllising the
Long-Term: Incentive Plan {“TIP"). No further share options will be granted other than in exceptional circumstances,
such as in connaction with recruitment.

Whils commitied o the use of equity based performance related remuneration a3 a means of aligning direcicrs’ interests
with those of shareholders, the Committes is aware of sharsholders’ cancerns on dilution through the issus of new shares
to satisfy such awards. Therefore, whern reviewing remuneration arangements, the Commitiee takes into account the
gffects such arrangaments may have on difution.

In determining the remuneration arrangaments for executive directors, the Committee is sensitive to the pay and
emplovment conditions elsewhere in the Group, especially whan detarmining basa salary increases.

Remuneration for executive directors

The Committee considers that the remuneration package of an executive directer should be aligned closely with
the interests of shareholders and, therefore, that a significant propertion of the remuneration package should be
pericrmance related.

It is the Commitiee’s policy that, for 2005, the balance betwsen fixed and varable remuneration for the exscutive directors
shall be as follows:

Basic salary

Basic salary for executive directors takes into account the role, rasponsibilities, performances and experience of the
inciviciual, This is normally reviewed annually unless responsibilities change. Salary levels are {argeted at the mediian
of campanies of a comparabie size, camplexity and market sectar,

Annual bonus

At the discretion of the Committes, executive directors are gligible to receive an annual bonus subject to the achievement
of performance targets {which are set each year by the Committes). Borus potentials are set on an individual basis.

The executive directors received discretionary bonus payments in May 2004 in rspect of the first quarter of 2004,

These bonus payments, which ware not subject t6 the satisfaction of perforrnance conditions, werg paid to Mr Schofigld
and Mr Thomas in respect of thelr executive directorships of Pramier Foods {Holdings) Limited. Details of these paymeria
ara set out on page 30, No bonus arrangaments were put in place in respect of the remainder of 2004.

Following the review of remuneration pclicy, for 2005, 1t is the infenticn of the Committee that bonus potentials will be set at
75% of salary for executive directars, with a targst level of 50%. The performance targsts will be based on progt befere tax
and growth in branded sales.
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in addition, to encourage executive directors 1o build up a significant personal stake in the Company it is intended that,

in the future, they will be required to defar 50% of any bonus into shares in the Company. The deferred bonus shares will
nonally vest thres years after their award. Generally, the deferred bonus shares will not be forfeitable. However, in the gvent
that the executive's emplovment is terminated by reasen of his gross misconduct or by reason of a material breach of his
employmertt contract, his deferred bonus shares may, at the discretion of the Remunaration Committes, be forfeilad.

Bonusas will not be pensionable.
Share options

The Prermier Foods {(Moldings) Umited Employee Share Cption Scheme {“the Olg ESOS™

Premigr Focds {Heokdings) Limited ("PFH™ adopted the Clkd ESOS in 2000, Options wers granted over shares in PFH.

On Admission, tha executive directors and senior managers ralled over 7G% of their outstanding options under the Cld
508 into new options ovar shares in the Company lwith the remaining 30% bsing cancelled for cash), The new opticns
may be exercised at any time fram the first anniversary of Admission (or earlier in the event of a takeover of the Company)
and will tapse on the termth anniversary of grant. The old options had vested in full on Admission, and the new options are
nat subject to any requirement for continued emplayment or any performance conditions.

No further options will be grantad under the Old £SOS.

The Prerniar Focds plc Exacutive Share Option Schame (the "Neow ES0S”
The New ESOS was adopted by the Company at the time of Admission. Options granted under the New ESGS may be
exercised between three and tan years afier grant provided thaf the applicable performance criteria have been met.

Opgtions wers granted 1o exacutive dirsctors under the New ESOS at the time of Admission in 2004, The granis were split
irto three portions, each subject 16 a stretching performance condition. Two of the partions are subject 10 a performances
condition based on tatal shareholder return (TSR} and the third portion is sublect to a perianmance condition based on
adjusted sarnings per share ("EPS". The pariormance condifions (which are summarised in the table below) wera chosen
because they afign the interests of executive directors with those of sharehclders.

VER: sganm FIYSE 250 TSR againtst Selpl LOMESIEOn grous ERS
* Assaciaied Briien Foods PLC
» Dairy Crest Group ple
» (reencore Lo

« Ceest PO
» Northern foods pie
* Lipig phe
25% of option 25% of option 50% of option
0% of the above porion vests for Full vesting of the above portion if the horease in adjusted sarnings
median performance, rising on a ompany is i first or second position per share muist equat or exceed
straight-line basis to fult vesting for of the comparaior Group; the cumulative increase in the
urper guartile performance. retail price incex plus 3% per
75% of the above portion vests if the annum over the three-year
Cornpany is in third position; parfermance period.

50% of the above paition vests it the
Company is in fourth position.

None of the apove portion will vasi if the
Company is kelow fourth position.
No retasting No retesting One retest at end of fourth year
{from same bage year)

The current intention is that ne further options will be granted under the New ESQOS, other than in exceptional cirourmstances
{e.g. i relation o recruitment).
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Long-Term Incentive Plan

The intention is for the first awards under the Long-Torm Incentive Plan {718 to be made in 2005, foliowing the AGM.
Thereafter, the intention is for awards under ihe LTIP to be granted annually. The value of shares awarded to executive
directors, under the LTI, in any financial vear will be subject 1o individual fimits which will be determined by the Committes
from time 1o time.

The currant pclicy is that the maximum value of shares which may be awarded to executive directors, in any financial vear,
will be limited to 100% of salary, However, for 2005, it s intended that the awards will have a valug of 100% of salary for
Mr Schotfield and 80% of salary for Mr Thomas.

Viesting of awards wil be subject to the fulfimeni of stretching performance conditions based on otal shareholder retum
(“TSR"), as measured over a three year period against appropriate comparators. TSR rmeasures the growth in share
price, as adjusted for reinvested dividends over the perfarmance pericd. The Committes considers TSR to be the most
appropriate measure 1o align executives’ interests with these of sharcholders,

Relative TSR performance will be measured againgt two appropriate comparator groups: 50% based on performance
rreasured against the FISE 250 (exciuding inveatment companies) and 0% based on performance measurad against

a group of relevant companies from the food sactor. The Commitise considers that spiitting the vesting of the award in

this way ensures that performance is correcily targeted against the Group's key comparators. For both pans of the awards,
30% will vest for madian performancs, rising on a straight-line basis to full vesting for upper suartile performance,

The TSR calculations will ba conducted on an independent basis by Deloitte.

The oroposad constituents of the foed sector comparator group for the 2005 awards are:

Foad sector sorparator group

Arla Foods ols Devro PLC Robert Wiseman Dairies PLC
Associated British Foods PLC Geest PLC Tate & Lyle PLC

Cadbury Schwappes plc Grearcore pic Urig pic

Cranswick plc Narthern: Foods pie

Dairy Crast Group plc Richmond Foods ple

In acidition, the vesting of awards will be subjact to a sscondary financial msasure, 1o ensure that underving financial
perfarmancs is also achisved, The Commitles will have the powsar to scale back awards if it is faft that underlying financial
performance has not been adequate. The current intention is for the vesting of awards granted in 2005 te be sublect to
the minimum requirerment that earnings per share (*EPS™ must have exceeded the growth in the UK Retall Prices Index
by an avarags of at least 2% per annum, over the three year perfiormance peticd. The Cominittee ray determing that an
alternative secondary financial measure will apply far future grants of awards under the LTiR
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Performance graph

The following graph shows the TSR performance of the Company since listing in July 2004, against the FTSE 250
fwhich was chosen bacause i represents a broad equity market index ¢f which the Company is a constituent) and the
FTSE Food Producers and Processors Index fwhich was chosen because it contains the Company's key comparaiors).

TSR was calculated by reference to the growth in share prica, as adjusted for reinvested dividends.

Premier Foods total shareholder return since listing relative to appropriate comparators
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Remuneration of non-executive directors

The remuneration of the non-executive directors is determined by the Chairman and execiriive members of the Board and
the remuneration of the Chairman is determined by the Rermuneration Committes,

The Chairman and the other non-execisive diraciors are not eligible to participate in the Company’s bonus arrangements,
share oglion schemes, long-term incentive plans Or panaion arrangernents.

Tha non-executive directors were offered the apportunity 1o purchase shares in the Company on flciation at a 50%
discount to the flotation prics. Detalls of the benefits recaivad are set out in the table of directars’ detalled emaoluments
on page 30.

All employee share schemes

Exacutive directors may also pariicipate in the Company's Savings Relatec Share Option Scheme, on the same basis as all
other employess. There are no performance conditions attached to this scheme.

Employee trust

The Prerier Focds plc Employee Share Ownership Trust was established on 19 July 2004. The trust was not active during
2G04 and held no shares for that peried.
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Pensions

The Premigr Foods Pension Scheme (*PR Scheme” is a funded, contributory, exempt-approved schame which provides
benefits on a defined bansfit (finad selary) basis and is contraciad out of the State Second Pension.

Mr Schofield is a membesr of the PF Scheme. Mr Scholigld s subject to the "'sarnings cap” imposed by the Finance
Act 1989, Under the PF Scherna Mr Schofield will be provided with a pension of 1/30th of salary up to the Fnance Act
1988 “earnings cap” for eéach year of pansionable sarvica. Mr Schofisld's normal pension dats under tha PR Scheme is
age B0 and he is not recuired to make contributions to the PF Scheme,

Mr Thomas is also a member of the PF Scheme and is subject 1o the "earnings cap” imposed by the Finance Act 1989.
Under the PF Scheme Mr Thormas wik De provided with a pension of 1/45th of salary up 10 the Finance Act 1989
“earnings cap” for each vear of pensionable service. Mr Thomas's narrnal pension date is age 6C and he is not required
to make contributions o the PF Scherme.

Each executive director is contraciually entiled 10 a lump sum life assurance benefit of four times uncapped salary.
The contraciual life cover that exceeds the approved benefit which can be provided under the PF Scheme is provided
on an unapproved basis.

The Committes will review the pensions arrangements for executive directors, particularly in fight of the new UK pensions
regime which witt apply from Aprit 2008, Datails of any changas to the pansions arrangements for executive cireciors wil
be disclngsed in the Directors’ Remuneration Report for 2008,

Other benefits

Fach executive director is provided with a car, telecomimunication services and an allowance for personal tax and
financial planning. Fach executive director is also provided with private health cover and permanent health insurance.
Mr Thormas is entitled to a housing allowance of £18,000 par annum.

Other directorships

The Group is supporive of executive directors who wish 1o take on non-executive directorships with another company
in arder to broaden their exparience. They are entitied 10 retain any feas they may receive. Neither Mr Schofield nor
Mr Thomas currently serves as a director of another public compainy.

Mr Schefield is the non-exacutive Chainman of Burton's Foads Group Limited and also a diraclor of Burten's Foods
(Holdings) Umited and Burton's Foods Uimited. He doas not recejve any fess in respect of these directorships. Pursuant

o the terms of his service agreemant with the Company, Mr Schaofield has agreed not to take part in any discussion by
the Board or a cemmities of the Board nor vote on any transaction, arrangement or agreernent by a mermber of the Group
with Burten's or its affiiates. Mr Schofield has further agreed to keep confidential and not disseminate or ctherwise use any
confidential information which may give rise 1o a conflict of interest.

Service contracts

The Commitiee paricdically reviews the Coempany's pelicy on the duration of directors' service contracts, anad the naotice
periods and tenmination provisions containad in those contracis. The curent palicy of the Committes is that nofice periads
coniaines] in executive directors’ senvice contracts should be limited 1o 12 moniths {other than in excepticnal circumstances,
such as for the purposes of recruitment) and that provisions for garly termination should reflect prevailing market practice.

Executive direciors have senice agreerments that continue until terminatad by 12 months' notice on either side but which
it any event terminate on their 80th birthday).

Both Mr Schofield’s and Mr Thomag's service agresments are dated 20 July 2004.

in the event of early termination (other than for a reasen justifying summary termination in accordance with the terms of the
service agresment) the Company may but iz net obliged o} pay 1o the executive director, in lieu of notice, a sum equal to
the annual value ¢f the executive director’s then salary, benafits. pansion contributions and on-targst bonus {calculated on

a pro rata dally basis) which ha would have recelved during the contractual nolice period which sum shall be payable in

12 maonthly instalments. To the extent the executive director recsives any sums as a result of alternative employment or
provdsion of services while he is receiving such pavments from the Company, the payments shal be reduced by the amount
of such sums.
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The senvice contracts of executive directors de not provide for any enhanced paymants in the event of a change of centrol
of tha Cormpany,

Nong of the non-executive diraciors have employment contracts with the Company. Mowaver, each has eniered into a letier
of appeintmant dated 19 July 2004 with the Company confirming their appointment for inifigd periods ranging from two

to three years, unless terminated by either party giving the other one month's wiitten notice. Non-exacutive directors are
vpically expected fo serve twe thres-year terms although the Beoard may invite individual non-executive dirsctors to ssrve an
additional period. The appcintments are subiect to the provisions of the Companies Act 1985 and the Cormpany’s Articies of
Associaiion, in particular the need for pericdic re-eleciion. Continuation of an Individual non-executive direcior’s appointment
is alec contingent on that non-executive director’s satisfactory perficrmance, which will be evaluated annually,

There are no provisions for compensation being payable upon early termination of an appoinament of a non-executive director,
Details of appointment pericds appear balow:

Date of ouprezit

copainirrent
o reephoimment Expiry date Motics petiog
David Kappler 10 Juiy 2004 18 July 2005 One month
David Felwick cae 19 July 2004 18 July 2007  One month
Sharon Hintze 15 July 2004 18 July 2006 One month
Lyndon Lea 22 June 2004 18 July 2007  One menth
lan pcHoul 18 Julv 2004 18 July 2007 One month
lan Ramaay 18 July 2004 18 Juiy 2006 One menth
George Sewsll 19 July 2004 18 July 2007 One month

Directors’ interests in ordinary shares
The beneficial interests of directors at the date of appointment and end of the year in shares in Premier Foeds ple were:

Fuly paic ordinary sharg of 10 aach

Agat Az ol

Ciats: of eopoinend 31 Decenbe 2004

Robert Schofield NIt Nit
Paul Thomas Nil 144,843
David Kapplar Nl 116,2799
David Felwick cBe Nil 37,209

Sharon Hintze Mil Nil
Lyndon Lea N} 37,2007
lan MeHoul Nil 37,2097

{an Ramsay ANt Nl
George Sawell Nl 37,2089

(11 Paul Thornas utiised the cast vanceliation payment (et of ifeomea 8 and fietond ingurancs cartatiutions) aneng hom the cancallation of 210,000 sharg options undsr
tha Premise Foods Haldings) Limited Smiployes Share Option Scherns (sae tabia of interests 1 sharg options on sage 33) 1 puchdse 144,843 shares on Admission af & prce
of 215p per ordinary share.

{2) Ordinary shares acquired on Admission at a prce of 107 5p sach, representing a 50% discount to the offer prce.

Directors’ share interests include the inferasis of their spouses and infant children as required by Section 328 of the
Companies Act 1985, Robert Schofield and Paul Thomas are additionally interested in options to subscribe for shares as
detalled on the following page. There were no changes in the bengficial interests of tha direciors in the Company's shares
between 31 Decamber 2004 anc 18 March 2005,
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Information subject o audit

Directors’ detailed emoluments
Year ended 31 Decernber 2004

Salanss and fees Benefils Armua harus e Todal
2004 x4 204 254 2303
Appointed £ £ £ I3 £
Executive direciors
Robert Schotield 22 June 2004 375,540 33,665 49,6139 4588189  341,485%
FPaul Thormas 22 June 2004 265,403 38,285 33,0759 336,763% 241,385
Nen-executive directors
David Kappler 18 July 2004 58,167 125,000 - 184,167
Diavid Falwick cBE 10 July 2004 27308 40,0008 - 67,308 -
Sharcn Hintze: 19 July 2004 20,481 - - 20,481 -
Lyndon Lea 22 June 2004 20,481 40,0004 - 60,481
lan McHouw 19 July 2004 25,032 40,0004 - 65,032 -
fan Ramsay 19 July 2004 22,756 - - 22,756 -
George Saweti 18 July 2004 20,481 40,0009 - 60,481 -

836,649 356,950 82,688 1,276,287 582,870

{1} Discrationary bonus amodnts meeived in mspedt of exacutiva directorships of Premier Foods (Hoidings) Lirmited, prior to Admission.

&} Includes amourits roaived i respect of BXECUNWE direorships ot Pramiar Foads (Holdings) Limited, amor ta Adisson.
{3} Amounts recevad in eseact of exenutive directorshing of Premisr Foads {Holdings) timitad.

{4) Banef mpresents a 50% discount to the cer prce of ominary sharms acguired on Admissicn at a pnoe of 107.5p sach.
Interest in share options

At the beginning and end of the year and at the date of appointment, the following directors had options te subscribe for
shares of 1p each granted under the terme of the Premier Foods plc Exscutive Share Option Scheme:

Oxdions

31 Decambar ;;:5 Cplicns grantec Cash tancededs [}\:';ﬂ:
antd oo acoantmen during Ihe ey trsing he yow 23 Deceyng 200s Exescize (vite Bxarcisn pentd
Rokert Schofield 2,215,000 664,600 £1.46 -
1,416,374% 1,416,374 £0.01 23.07.05- 220714
1,000,000 1,000,000 £2.15 23.07.07 -2207.14
Paul Thomas 906,000 270,000 £1.46 -
575,6029 575,502 £0.01 23.07.05 ~22.07 .14
505 3494 595,349 £2.15 23.07.07 - 220714

1) Ootions grarted under the Pramier Foods (Hoidingal Lirritedt Employes Share Opticn Schame (g Holdings Schama’) on 4 Octaber 2002 & & onios aF £1.45.

{2) Trase options fongmaly granted under the Heidings Schsrne) wera cash cancetlect a1 the time of Admissicn, in Juy 2004, Fuli details ware disclosed in the Listng Pasticuass
O casht Sano af thase aptions, each exeautive dvecror mada 2 naafit par ehame of £1.65. Robet Schofied wcsved £1.8m and Padl Thaomas received £0.5m fom
the cash cancalation. The baance of the exacitive directors’ optans under tne Haldings Scheme wera miled over imta cotions over Premier Facds pic shares - see
. .

‘cotnote 3 beiow.

13) Roled -over gotions granted in rescect of the balance of Gutstanding eptons under tre Hoidings Scheme e fooinete 2 above), The exercise of thase options 1s not subiect 1o
ay performance conditions.

14} Qptions granted undar the Premier Foods plo Execirtive Share Opton Scheme. The exercise of these options 1s condtional upcn tha satsfaction of bt EPS and TSR based
perforrnancs targets futher details of whith are set Gut on page 28).
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Cn 31 Becernber 2004 the market price of ordinary shares of Prermiar Focds plc was 272p and the range during 2004 was

2C8p 10 272p. No aptions have expirac unexercised during 2004,
There were noc changes in the options held by the dirsctors betwesen 31 Dacember

2004 and 18 March 200%.

The Register of Dirgctors’ Interests, which is cpen to inspection, cortains full details of directors’ sharehcldings and opiions,

Pension entitlernents

Tha following tables set out information on directors’ defined benefit pension entitlements under the PF Scheme:

Told actrued
Yraredlt A

Increasgin
actried beneti

nreass
ACCURG benelt
cigring The year,

Aga 2t Yaars' sanvics al 3 December 2004 during the yaar d
31 December 2004 31 December 2004 £ 2 j

Robert Schofigld 53 3 years
7 months 12,094 3,608 3,328

Paul Thomas 49 2 years
6 months 5,522 2,237 2,144

For each director, the total acorued benefit at 31 Decamber 2004 represants the annual pension that is expected to be
payable on eventual retiremernt, given the length of senvice and salary of each director at 31 December 2004, The increase
in accrued benefit earned duing the yvear represents tha: increase in this expectad pension including the effect of inflation)
when compared with the position at 31 December 2003. The increase in accrued pensicn excluding the effect of inflation

over the year is also shown.

Require e oider

Satwxdiie: TA of b Comparics AnT 1983

The Ligtirn RU}L;

Transtor value al
31 Decenber 2008
of tetal acoruzd

Trervgtey vidue at
31 Dogarnber 2004
of tolal accried

Vahw ot icrecsn
in actned benefit

Ve of Increase
in sXGuse beneiit
dring tee year,

berefit nenedit dhring the year exdudding nlation

Iy £ ¢ I

Robert Schofield 84,500 132,800 48,300 36,500
Paul Thormas 26,100 46,700 20,800 18,100

For each director, the vatue of the increase in accrued bensfit under the requiremants of Schedule 7A of the Companies Act
1985 is the arnount obtainad by sublracting from the transfer value of the total accruaed beneiit at 31 Decernber 2004 from
the corresponding transfer value at 31 December 2003, The value of the increase in accruad benefit under the Listing Rules
is the transgfer value at 31 December 2004 of the increass in accnued benefit curing the pericd, excluding inflation.

The transfer values disclosed above do not represent a sum paid or payable to the individual director, Instead, they

represent a potential fiahility of the pension scheme.

David Felwick
Chairrnan of the Rermunaration Somomites
18 Mach 2005

Pramier Focds pic

Premuer House

Cartrium Business Park

Griffiths Way

St Alpans

Hertfordshire ALY 2RE

[ tereid 1 Engrant Ne. $160080
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Corporate social responsibility

As one of the largest ambient food producers in the UK,
the Company is committed 1o managing its business in

a socially responsible manner. It believes strongly that to
grow and be profitable & must work actively ¢ develop
susiainable relationships with s various stakeholders
comprising employees, shareholders, suppliers, customers
and the wider communities in which it operates. During the
year progress has besn made in rmany areas of corporate
responsibiiity although it {s recognisad that there are still
areas for impravermeant. Significant business drivers such
as cost savings, particularty in energy which is a significant

operational cost, encourage gocd enviranrental performance,

Safety, Health and the Environment (“SHE”}

The Beard has overall responsibility for the safe, heatthy
and envircnmenially sound managament of the Company's
operaticns. It recognises the impartance of achieving the
highest standards of health and safety in the interesis of
employass, contractors and others who may be affected
by the operations under its control. This is dermonstrated
by the appointment of lan Croxford, Operations Director

as Health & Safety charmpicn and the promotion of SHE
as oneg of the Company’s core business values,

The Company has developed a SHE management system
that sets put policies, standards and procedures through
which it will systematically manage the health and safety
of its employees and others whilst also profecting the
envircnment. According to published data, the Company
now achigves a signiiicantly lower level of lost time
accidents exceeding threa days. (Reporting f Injuries,
Diseasss and Dangeraus Occurrences Regulations) than
its industrial peers.,

Regular safety reviews are underiaken both internally and by
extermal advisors, as a resull of which action programmes
are daveloped and followed up.

The Company ensures that contraciors also comply with
H&S regulations and obliges them o ensure that their
employess are provided with safe working environmental
and safety equipment.

The Company aims to recuce the impact of its activities on
the environment whergver feasible. il has signed up 10 the
Climate Change Levy Agreement and invested over £5m in
a range of energy efficiency projects across all of its sites.
Other initiatives, ncluding wind generation and CHP plants,
are cutmently undier review,

All sites operate waste reduction prograrmmes which

meet fully their obligations under the Packaging Waste
Regutations. The Company's integrated approach is

¢ reduce the volume of packaging not only in its operations
but also through the cooperation of its regular suppliers,
Procedures are in place to formalise the environmental
impact evaluation of any new packaging designs and
materials under Environmental Management Systern

and the Packaging Essential Requirements Regulations.
Recent focus on waste stream segregation at the point

of dispasal has achieved significantly greater recovery of
materials for recycling. Substantial effort is cumenily being
diracted at reducing refiance on landfil with one site having
already reduced its landfill requirernent by over 80%.

The Cempany has recorded and collated ceritrally alt
waste streams over several yoars. These svsiems are
being brought into line with IPPG regulations.

fr recent years the Company has placed significant
emphasis on redugcing the sulphur content of its boiler
emissions. We cperate a mix of boller plants, those with
duel firing of gas and cil now burn gas as tha first choice
fuet and low sulphur cif as back-up. Reguiar combusticn
checks cptimise burner efficiency and minimise the emission
of harmiul gases. On the larger coal fired sites, investment
has bean made to improve energy efficiency with variabla
spead drives on both cooling fans anci fuel feed screws
along with Reverse Csmosis hoiler feed freatment,

A 20% reduction in sulphur dioxide output has been
achiever by switching o ultra low sulphur coal for the last
three years.

The larger sites within the Group are certified to the
internaticnal ervironmental management systems standarg
ISO14001 or have planned certification within the next year.
IS01400C1 includes the requirement that environrnental
impacts are identified and that thers are ohgcing
programmes for improvement across key impact areas.

Product stewardship

In Septemizer 2004 the Food and Drink Federation {*FDF")
publishad its Food and Drink Manifesto outlining the UK
Food and Drink manufacturing industry’s commitrnent to
work constructively with consumers. government and olhers
to help find solutions to the issues surroundging obesity and
the food and heaith debate generally. The Manifesta covers
more infermative labelling, sodium, fat and sugar reduction
in prociucts, portion sizes, vending, advertising to children,
healthy ifestyle and public education. Premier Foods not
only endorsed this Manifesto but also provided numearous
sxamples of good praclice that were pubkshed alongside it
Independent nutiitionists work alengside the Company's
own managerment to identify and implement nutritional

and health improvements that can be made across our
product portfolio,
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The Company has a long history of working with the
growers and merchants who supply the quality raw materials
used by its businesses. k recognises its responsibility

to produce safg, legal and wholesome focd products.

The controt of pesticide, herbicide and fungicide usage

is achieved through gavernance ¢f an integrated crop
ranagement policy. The Premier Foods Policy on
Agrochemicals outlines the praclices and procedurss taken
in exercising our duty of care 1o protect the consumer.

This palicy is subject to annual review and can be viewad
on the Compary's websfte, www.premiericods.co.uk,

Employees

The Company is an equal apportunity employer where
recruitment and carasr progression are not influsnced by
race or gthnic origin, religion, sex or marital status,

in order to promote career development the Company
provides its employees with access 1o relevant training
schemes through in-house training and educational

assistance and encourages professional memberships.

Ag the Company grows we sesk 1o develop our emplovess
through increasingly varied and innovative training and
development schermas which are designed to ensure that
we hava highly frained and motivated staff capable of
mesting the highest standards required by customers

and investors.

Az part of the Company’s approach to equal opportunitiss,

applications from disabled persons are aways fully

consigerad, hearing in mind the aptitudss of the applicant

concernad, Tha training, caresr development and promation

of disabled persons is expected, as far as possible, to be

identicat with that of other emplovees. I the svanrt of an

employee becoming disabled every effort is made o ensure

that smployment within the Group continues and that

appropriate training is arrangad.

A nurnber of employes consultation and commurnication

rmechanisms are in Slace including:

« regular communication rmeetings with employees &t all
levels of the crganisation;

* intranet site;

» gpaciic consultation and involvernent regarcing major
changes 1o business operations.

By offering employees the chance 1o join a Savings Related

Share Opticn Scheme we hope 1o encourags amployess to

invest in the Cornpany and benafit from its future prosperity

and growth,

Labour rights

The Company has been active in ethical supply chain work
since 1992,

Ths Company's aim is to ensure the application of universal
labowr standards in its supply chain and 10 seek to

coompish thesa aims by worldng with suppliers in order to
achieve progressive and sustainable comgliance to universal
fabour standarcs.

All ethical work is managed through the Ethical Assurance
Programme ("EAP") involving a cross-departimental team
from buying, technical and psrsonnel. Standards within the
supply chain are assessed and monitored through the EAP
with the objective of assisling suppliers t¢ ragolve issues,

The Company's strategy is for each area of the business

to approach ethical monitoring in a way which best suits
the strengihs and weaknesseas for thase supply chaing,
Where possible we engage and work with muiti-stakeholder
organisations and key stakeholders in purstit of these aims,

The experience and track recard of tha tea dhvision in
ethical work is maximised through the “halc” effect for

the rest of the Company, with lessons lsamed and various
approaches being absorbed into operations in other areas
of tha business.

Ethical Trading Initiative

Premiar Foods (tea) was ong of the foundling members
of Ethical Tracing nitiative (“ETY) in 1998, The ETlisa
tripartite organisation of companies, irade unicns and
non-governumental organisations seeking 1o identify and
promete good practics in the implementation of codes of
tabour practice.

As aresult of the consolidation of the Premier businesses

in 2002, the Company as a whole became a full membar

of BT from January 2003, As a member of the BT we report
our progress towards our membership obligations and
submit curselves to pesr review through cur annual report
and other work undertaken to company, trade union and
non-governmenial organisation mermbers.

GCommunity

Working with communities

Company cperations bring employment opportunities, both
through direct employment and indirectly through supporting
activities in the local and regional economies. The Company
has a policy of recruiting local people where possible,

Future plans

Significani improvements in SHE performarics have been
made in recent years. However, the Company acknowledges
that performance impreverment is a continuing challenge.

in particutar the Board is keen to ensurs that its performance
in the area of corporate responsibiity is of a standard
consistent with interrational henchmarks set by other
leading focd producing cormpanies,
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Independent auditors’ report 1o the members of Premier Foods plc

We have audited the financial stataments which cormprise
tha profit and loss account, the balance shast, the cash
fiow staternent, the siaterment of total recognised gains
and losses, the recongiliation of moverments in sharsholdars’
deficit and the related notes which have been preparad
under the histerical cost convention (as modified by the
reval ation of certain fixed assets) and the accounting
policies set out in the staterment of accounting policies.
Wa have also audited the disclogures required by Part 3
of Schedule 74 10 the Companies Act 1985 contained in
the direciors’ remuneration repori {“the auditable part”;.

Respectiive responsibilities of directors and auditors

The directors’ responsibilities for preparing the annual
report and the financial statements in accordance with
applicable United Kingdom law and accouriting standards
are set out in the statement of directors’ responsibilities.
The directors are also respongible for prepering the
directors’ remuneration report.

Our responsibility is 1o audit the financial statements and
the auditable part of the directors’ remuneration report in
accordance with refevant legal and regulatory regiuirernants
and United Kingdom Auditing Standards issued by the
Auditing Practices Board. This report., including the opinicn,
has besn preparad for and only for the company’s members
as a body in accordance with Section 235 of the Companies
Act 1885 and for no other purpese. We do nat, in giving
this opinion, accept or assume responstbility for any cther
purpese or 1o any other persen to whor this report is
shown or into whose hands it may come save where
expressly agreed by our prior eonsant in witting.

We report 1¢ you our ¢pinion as to whether the financial
staterments Give a true and fair view and whether the
financial staierments and the auditable part of the directorg’
remuneration raport have besn properly prepared in
accorgance with the Companies Act 1985. We also report
G you if, in our opinion, the directors’ report is not consistent
with the financial statements, if the company has not kept
proper accounting records, if we have not received all the
information and explanaticns we reguire for cur aucit,

or if information specified by law regarding directors'
remunsration and fransactions is not disclosed.

We read the other information contaibed in the annual
report andg consider the implications for our report if we
become aware of any apparent misstatemeants or material
inconsistencies with the financial statements. The other
information comptises only those seciions set out in the
tabie of contants, including the chairman’s staterment, the
chief executive’s raview, the financial review, the biographies
of directors and senior management, the directors’ report,
the unauditable part of the directors’ remuneration report
and the corporate social responaibility repert.

We review whether the corporats governance statement
reflects the company’s compliance with the nine provisions
of the 2003 FRC Combined Code specified for our review
by the Listing Rules of the Financial Services Autherily, and
we reporn 1 it does not, We are not required 1o consider
whether the board's statements on internal contral cover

alt risks and conftrols, or form an opinion on the effectiveness
of Premier Foods ple's comorate governance procedures or
its risk and control procechaes.

Basis of audit opinion

We conducted cur augit in accordance with Audliting
Standards issued by the Auditing Practices Board, An audit
includes exarmination, on a test basis, of evidence relevant
1o the amounts andg disclosures in the financial statements
and the aucitable part ¢f the directors’ remuneration report.
It also includes an assessment of the signfficant estimates
and judgements made by the directors in the preparation
of the financial statements, and of whether the accounting
policies are apprepriate 1o the cornpany’s circurmstances,
consistantly appied and adeouatiely disciosed.

We planned and performed our audit so as o obtain al

the information and explanations which we considered
necessary in order 10 provide us with sufficient evidence 1o
give reasonable assurance that the financial statements and
the auditable part of the directors’ remuneration report are
free from material misstatement, whether caused by fraud
or other irreguarity or error. In farming our opinion we

also evaluated the overall adequacy of tha prasentation

of information in the financial statements.
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Indesendent auators' reqor ¢ the members of Premier Fonds ple

Fundamental uncertainty in
respect of the product recall

In forming cur cpinion, we have considered the adeguacy of
the disclosures made in the financigl statements concerning
the recall of products possibily contaminated with the illegal
dye “Sudar 17. Given the recent nature of the recall, the
limited number of daims receivaed and the inharent
uncertainty associated with such situations, it has not been
possitie to quantify fully the claims against the company and
the level of recovery from suppliers and insurers.

The financial statements have been prepared assuming no
raterial financial exposure will result from the product recall,
The validity of this assumption depends on the level of
claims against the company and the response from its
suppliers and the insurers of both the company and ts
suppliers. The directors, having taken legal acvice, have
made a prefiminary assessment of the guantum of the
claims and the expected recovery from their suppliers,
their suppliers’ insurers and the company's cwn insurers.
As a resuit of this assessment, the directors believe that
rx material financial exposure will arise from the recall.

The financial statements do not include any adjusiments
that would rasult, to the exient that any claims are not
covered by the company’s insurars, ¢of its suppliers and
their insurers. Details of the circumstances relating to this
iundamental uncertainty are described in note 28.

Cur opinion is net qualfied in this respect.

Opinion
In our apinion:

» the financial statermenis give a true and fair view of
the stale of affairs of the company and the group at
31 Decermber 2004 and of the profit and cash flows
of the group for the year then ended;

» the fnancial statements have been properly prepared
in accordance with the Companies Act 1985; and

» those parts of the directors’ remuneration report required

v Part 3 of Schedule VA 1o the Companies Act 1985
have been proparly prepared in accordance with the
gompanies Act 1885,

.7'-'".._ J; € b T\k‘_‘:"‘ -._..\.:.,‘(\/ i L.—‘\..S)

PricewaterhouseCoopers LLP
Chartered Accountants and Registerec Auditors
London

18 March 2005

Notes:

(8} Tha mairtenance and integnty of the Pramier Foods ple website 8 the msponsibility
of tha diractors; the work camied] ot by the auditers does not Invelve considaration
of these matiers and, accardingty, the auditars accept no responsibility tor any
changes that may have occumed 10 tha tinancial staterments since they wer
ity presaned on the wabsite.

() Legislazion
ot firancizt statem:

Hy

tad Kingdom governing the preparation and dissanination
nits may difer from legisiation - other unedictions.
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Consolidated profit and loss account

Year end2a 31 Dacember 2004 Year ended 31 December 2003

Tanteuing Discontieedd Toal Sordnuing Discontined Total
Nega £m Tm m m £m m
Turnover a 8422 546 896.8 7738 96.8 g870.6
Cost of sales
Beiore exceptional itemns 3 {631.8) (40.7} (672.5) 5811 (78.7} {667.8)
Exceptional iems 34 (4.5} - 4.5} 8.9 0.5} {S.4)
(636.3) (0.7} B77.0) (6000 {77.2 677.2)
Gross profit 205.9 13.9 2198 173.8 18.6 193.4
Sefing and distribution costs
Before exceptional items 3 {75.6) {a.5) {85.1) 73.3) 13.2) (56.5) ’
Exceptional iiemsg 34 {0.6} - {0.8) {1.4) - {1.4)
(76.2) (9.5) 851 747 (13.2} 87.9
Administration costs
Before amortisation and
exceptional iterns 3 {30.4} 2.3} {32.7 (23.8) (3.9 £7.hn
Amariisation of intangible assets 12 {10.1) (0.1} (10.2) {6.8) 0.3 (7.1)
Amoriisation of pengion prepayment 7 - - - (2.4} - 2.4
Exceptional tems B4 {20.3) - (20.3) {0.2) {0.2)
{60.8) 2.4 83.2) (33.2) 4.2} B37.4)
Net operating expanses (137.0} {11.9) {148.9} (107.9) {17 .4} [126.3)
(Other gperating income a 3.0 - 3.0 - - -
Operating profit 71.9 2.0 739 65.9 2.2 88.1
Prcit on sale of subsiciary
undertakings « 1.7 - 1.7 - - -
Profit on sale of tangible fixed
assets, net ‘ 1.2 0.2 1.4 2.0 - 2.0
Net intarest {payabie)/receivaile ] {78.3} - {78.3} (73.8) 0.2 {70.4)
Frofit/{loss) on ordinary activities
before taxation 5 6.5 22 8.7 (2.7 2.4 {0.3)
Tax {charge)/credlit on profit/foss)
on ordinary activitias 9 (2.5} - {2.5) 89 - 89
Prafic on ordinary activilies
after taxation 4.0 2.2 6.2 8.2 2.4 86
Dividends R {22.0} -
Retained flossyprofit for the year {15.8} 8.6
Earmings per share (pance) 1
— basic 38 9.8
— dituteq 3.8 9.3
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Consolidated statement of total recognised gains and losses

Year ended 37 Dacermocr

2004 2003

Ngte i Cm

Profit on ordinary activities after taxation 6.2 8.8
Dhvidends (22.0} -
Exchange adjustments offset in reserves 23 {1.9} 3.3
Total recognised gains and lesses in the vear 7.7 1.9

Consolidated reconciliation of movements in sharehoiders’ deficit

ez ended 31 Decermber

%04 2005

Niyter &m T

Profit on ordinary activities after taxation 6.2 88
Divigends 3 {22.0} -
Exchangs adjustments offeet in reserves o {1.9} 3.3
Issua of shares for cash net of issue exgenses 223 109.0 -
Issue of shere cptions 2233 6.3 -
Capitalisation of loan notes by issue of shares 23,23 204.3 -
Net decrease in shareholders’ deficil 301.9 11.8
Sharsholders’ deficit at 1 January {316.8) (328.7}
Sharsholders’ defict at 31 December {14.9) (318.8)

There is no matena difference between the results disclosed in the profit and logs account and the results en an unmaodified
historical cost basis and therefore, a note of historical cost profits and losses is not included in these accounts.
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Balance sheets
Graup Campany
31 Denemnbsr 31 December
2304 2003 2004 203
Mote n i £m om
Fixed asseis
Intangible assels 12 174.6 120.4 -
Tangible assets 3 147.3 153.1 - -
Investrments 14 0.1 0.3 356.0 -
3220 343.8 356.0 -
Current assets
Steck 15 98.2 1206 - -
Debtors
- due within one year 16 110.86 1207 20.6
— due after mare than one year 15 9.4 8.5 - -
Cash at bank and in hand 125 281 3.5 -
230.7 275.9 24.1
Craditors — Amounts faling due within one year 7 {201.1} {235.6) (29.9) -
Net current assets/fiabilities) 296 40.3 {5.8) -
Total assets less currarit habilities 351.6 384.% 350.2 -
Creditors ~ Amounts faling due after more than one vear 18 {354.9) {6581.8) - -
Provisions for liabilities and charges 7 (11.6) {19.1) - -
Net fiabilitics)/assets {14.9) 218.8 350.2 -
Capital ang raserves
Called up share capiial 2z 2.4 - 2.4 -
Share prarmiurm acoount za 3209 108 320.8 -
Revaluation reserve #g 4.0 40 -
Merger reserve ) {136.9} (136.8} - -
Profit and loss reserve g3 {205.4} (194.0) 269 -
Total equity shareholders’ {deficit/funds {14.9) {318.8) 350.2

Signe

Robert Schofietd Direcior 2nd Crisf Executve

shalf of The Board of Directors, who approvad the financial staternents on 18 March 2003,
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Consolidated cash flow statement

Yewr ended 31 Decernbe

2004 2003

Nche £m Cm
Net cash inflow from operaiing activities “5a 98.4 108.9
Returns on investments and servicing of finance
Interest received 53 5.1
interest paid {64.7) 47.Q
Issue costs of new bank loan {8.1} w3
Net cash outflow from returns on investmerts and senvicing of finance (67.5} 7.1
Taxation {0.2) 1.7
Capital expenditure and financial investment
Purchiase of tangible fixed assets {36.8} 27.3)
Sale of tangible fixed assets 40 8.5
Receipts from insurers 5.9 -
Purchass of intangible assets - 0.2
Net cash outflow for capital expenditure and financial investrment (26.9) 21.0)
Acquisitions and disposals
Sale/ipurchass) of subsidiary undertalings 74 34.8 (108.3)
Cash disposed of upon sale of subsidiary uhdertakings 2 {0.6)
Net cash inflow/Aoutfiow? for acquisiticns and disposals 34.2 (106.3
Net cash inflawAoutflow! befare financing 38.0 B2.8
Financing
issue of orginary share capital 98.7 -
{Decreaselincrease in bomrowings {355.7} 34.8
Capitalisation of ioan notas by issue of shares 204.3 -
Net cash (outfowlinfiow frore financing 52.7) 34.8
Decrease innet cash {14.7} 28.0}
Heconciliation 10 net debt 0
Net debt at 1 January (693.9} {B07.5;
Decreass in net cash {14.7} 28.0}
Decrease/(increase) in borowings 355.7 (34.8}
Other non-cash movernents (17.4} {19.8)
Exchange adjustments - 3.8
Net debt at 31 Decernber {370.3} {693.9;
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Notes to the consolidated financial statements

1. Basis of preparation and consolidation

Accounting convention

The financial statements have been prepared in accordance with the Companies Act 1985 and applicable accounting
standards in the United Kingdom (UK GAAP?), under the historical cost convention, axcept for the departure from Financial
Reporting Standard 6 “Acquisitions and disposals” {"FRS 6”) described below and the revaluation of freehold land and
buildings canied out before the implementation of Financial Reporting Standard 15 “Tangible fixed asssts” ("FRS 158" as
describad innote 13.

Basis of consclidation

The consolidated financial staternents include the financial staterments of Premier Foods ple (“the Company™. The profits and
lesses of the subsidiary undertakings are included from the effective date of acguisition until the effective date of disposal.

0On 22 June 2004, Premiar Foods plc was incorporated with an issued share capital of 5,000,000 1p ordinary shares,
Fremier Foods pic became the uliimate holding campary of the Group on 15 July 2004. On this date, HMTF Prernier
Limited (HMTFPL) contributed its shares in Prernier Foocis Investment No.3 Limited (PF1 No.3) 10 Frermier Feods plc in
exchangs for 1,000 1p ordinary shares in Premier Foods plc. The scherne of arrangement has been acceunted foras a
Group reconstruction in accordance with the principles of merger accounting.

FRS § requires acquisition accourting to be adopted where all of the conditions laid down by merger accounting are not
satisfied. One of the reguirements of merger accounting under Schedule 4A 10(1) of the Cornpanies Act 1985 is that at
laast B0% of the consideration (calcllated by referenca to the nominal value of shares issued) should be in the form of
equity shares. On 23 January 2004, PRI No.3 acquired, through ks wholly owned subsidiary undertakings Premier Foods
lnvestrents No.2 Limited {PF No.2) and Premier Foods investments No.1 Limited (PF No. 1), the entire share capital

of Premisr Focds Investiments Limited and its subsidiariss by the issue of ene £1 ordinary share to HMTFPL and the
assumption of 2194.4m of loan notes due 2017 to Premier investments Holgings L.F The obligations under the loan
notes constituted more than 10% of the total consideration.

As aresult of the fransactions executed on 23 January 2004, the sharcholders in PF No.3 ware the same as the former
shareholders of Premier Foods investments Limited, the uliimate parent company at 31 Becember 2003 and the rights of
sach shareholder, refative o the others, were unchanged. Consequantly, the directors have considered that to record the
Group recenstruction as an acquisition by PFI No.3, 1o aftribute fair values 1o the assets and liabilities of PFINo.1, PFI No.2
and Premier Foods Investments Limited, and o reflect in each case only the post Group recenstruction consolidated resulis
of the Group within the consolidated financial staternents would fall o give a true and fair view of the Group'’s consolidated
resuits and financial position.

Accordingly, having regard to the overiding requirement under Section 227(6) of the Companies Act 1985 for the
consclidated financial stataments 1o give a true and fair view of the Group’s results and financial position, the ditectors
have adopted merger accounting principles in respact of the Group reconstruction in drawing up the financial statements
underlying the consolidated financial staterments. As a result, all equity shares that were outstanding at the date of the Group
reconstruction have, together with all disclosures, been restated and prasented throughout the period of the consolidated
financial stalements to give the effect of the Group reconstruction as if it had occurred immediately prior to the beginning of
the perind. The directors have considiered it is not praciicable to quantify the efiect of this departure from FRS 6.

The results ¢f the companies acquirad uncler the Group reconstruction on 15 July 2004 was a profit of C8.8m for the year
ended 31 December 2003 and a less of £4.0m for the period from 1 January 2004 to 15 July 2004.

2. Accounting policies
Turnover

Tumover is the value of sales, excluding transactions with or between wholly owned subsidhiaries, afier deduction of sales

rebates, discourts, valug added tax and other taxes directly attributable te tumover. Sales are recognised upon receipt of
confirmation that the goods shipped have bean accepted by the customer, where tha sales price is fixed and collectability
is reasonably assured. Shipping and handling costs are included in seling and distibution costs.

Sales rebates and discounts

Sales rebates and discounts reserves are established based on management’s bast estimate of the amounts necessary 1o
mest claims by the Group's customars in respect of these discounis and rebates, The provision is made at the time of sae
and released, if unutilised, after assessment thas the kelheod of such a claim being made has become remate.
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2. Accounting policies continued
Depreciation

Freehold land is not depreciated. Long and shert leagehold property is amortised over the tarms of the leases from the date
the property is brought into use.

Other fixed assets are depraciated over thei estimated useiu! ives on a straight-line basis at rates sufficient to reduce them
to their estimated residiual value. Such estimated useful lives are:

Freehold land Nait depreciaied

Freshold buildings 20 10 50 yoars

Vehicles, plant and machinery  31tc 15 vears

When properties are revaluged, the depreciation thereafter provided is based on the revalued depreciable amounts.

In accordance with Financial Reporting Standard 11 “lmpainment of fixed assets and goodwil” *FRS 117, where assets are
impaired, wite-downs are charged inftially against any related revaluation reserve until historic cost is reached unless they
are caused by a clear consumption of economic beneiits.

Goodwill and intangible assets

Purchased goodwill, being the excess of the fair value of the purchase congideration over the fair value of the separable net
assets of businesses acquired, is capitalised and amortised over the shorter of ifs estimated useful life and 20 years on a
straight-line basis.

Prior to 1968 before the adoption of Financial Reporting Standard 10 “Geodwill and intangible assets” (*FRS 10"}, goodwill
arising on the acquisition of subsidiary underiakings was written off 10 reserves in the year of acguisition. On the subseaquent
disposal or termination of a busiress acquired prior to 1998, the prefit or loss on disposal or termination is calculated after
charging the gross amount of any related goodwill pravicusly taken to reserves.

Acquired trademarks that are controlled threugh custody or legal righis and could be sold separately from the rest of the
business are capitalised, where fair value can be reliably measured. Trademarks are amartised on a straight-ine basis over
the shorter of their estimated useful economic life and 20 years.

Asset impairment

inangible and tangible fixed assets are tested for impairmant when an event that might affect asset values has occunred.
An impairment loss is recognised, in the profit and loss account, 1o the extent that the carnying amount cannot be
recovered either by selling the asset or by the discounted future earnings friom operating the assets. Geodwill is subject
to an impairment review at the end of the first full year foliowing an acquisition and at any time when the directors believe
that impairment may have occurred.

Fixed asset investments

Invesiments held as fixed assels are stated al cost less any provision for impairment in their value,

Research and development

Research and development expencliturs is expensed in the period in which i is incurred.

Leasing

Payments under operating leases are charged wholly 10 the profit and toss account in the pericd in which they are incurrad.

Where a leasehold property has ceased to be used for the purpose of the business, fulf provision is mades for the future
rerital costs of the property less any sublet income.

Stock

Stock is valued at the lower of cost and net realisable value. No interest is inchuded b, where appropriate, cost includes

production and other atirbutable overhead expenses. Cost is calculated on a first-in-first-out basis by reference to the
irvoiced value of supplies and atiributable costs of bringing stock o its prasent location and condition,
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2. Accounting policies continued
Foreign currency translation

Assets and liabifties denominated in foreign currencies are translated into sterling at rates of exchange nuling at the end
of the financial year.

The results of averseas subsiciary undertakings are translated at the average rate of exchange ruling during the vear.
Exchange differences arising from the retranslation at year-end exchange rates of the net investment in foreign subsidiary
underlakings, less exchangs differences on borrowings that finance or provide a hedge against those subsidiary
undartakings, are taken {0 reserves through the statement of total racognised gains and losses. All other exchange
gains or losses are taken to the profit and loss account.

Taxation

The (chargel/credi for taxation is based on the profit/lless) for the year and takes inio account deferred taxation.

The Group provides in full for deferred tax ansing from timing differences between tha recognition of gains and losses
in the financial statements and their inclusion in tax computations to the extent that a Kability or an asset is expecied
o be payable or recoverable in the foresesable future, The Group has chosen not to discount its deferred tax fabiiity.

Pension costs

The Group currently operates a number of pensgion schemes, principally the Premier Foods Pension Scherme, which is
a funded defined benefits schame. There is a further funded defined benefits scheme, the Premier Ambient Preducts
Pension Scheme PAPPS), In addition there are a small number of company defined contribution schermes.,

Pension costs are recognised and measured in accorcance with Statement of Standard Accounting Practice 24
“Accounting for pension costs” (“SSAP 247, Tha pension costs relating o the Group pension schemes are assessed in
accordance with the advice of independent quafified actuaries. The amounts so determined inciude the regular cost ¢
providing the benefits as a percentage of current and expectad future eamings of the employess covered. Variations from
the reguliar pension cost are spread on a systemaitic basis cver the estimated average remaining senvice lives of current
employees in the plans.

A proportion of the emplovess of the Group companies are members of a number of defined banafit pension schemes,
Each of the Group’s operating companies directly funds the schames based on the aciual pension cost for its employees
in accordance with the funding levels as determined by the schernes actuaries.

Payments to the Group's defined contribution schamas ars charged o the proiit and loss account i the period in which
they are incurred.

Post retirement benefits

The Group provides certain additional post retirerment and unfundied pension benefits principally for employees in maintand

Europe. The estimated cost of providing such berefits is charged to the profit and foss account on a systematic basis over
the employees’ working fives within the Group.

Exceptional tems

Excepticnal lems are those that nsed o be disclosed by virtue of their size or incidance. Such items are included within
operating profit unless they represent profits or losses on the sals or termination of an operation, costs of a fundamental
recrganisation or restructuring having a material affect on the nature and focus of the Group's business. or profits or losses
ori the disposal of fixed assets,

Cash and liquid resources

Short-term cash deposits, which can be called on demand without any material penalty are included within cash balances
in the balance sheets and consolidated cash flow statament.
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2. Accounting policies continued
Debt issuance costs

Costs relating 1o the issuance of debt are offset against the carrying valus of the related debt and amortised over the terrn
in which management expect the dabt 1o be repaid, in line with the level of the debt, in accordance with Financial Reporting
Standard 4 “Capital instruments” ("FRS 4",

Financial instruments

Derivative financial instruments utilised by the Group comprise interast rate swaps, Cross currency swaps, forward foreign
exchange centracts and curency options. All such instruments are used for hedging purposes to alier the risk profile of an
underlying axposure faced by the Group. Interest rate swap settlements are recognised as adiustrnents to interest expenss
ovar the term of the underlying instrument and exchange gains or losses are recogniged on the maturity of the underlying
fransaction in the profit and foss account,

3. Profit and loss account

el 2063

Centinuinyg cperations Continuing noealions

Defors Operating - Eziore Cpasatng

axceional mnantionz Discontinged excenlionat =eceptiona Gsseontinued
dems items Sreealions Total e tams oleraiang Tolal
om s oan o i {n £rn L
Turnover 842.2 - 54.6 896.8 7738 - 96.8 870.6
Cost of sales {631.8) 4.5) (40.7} 677.0) (Ha1.1} 8.9 (77.2) 677.2)
Gross profit 2104 4.5) 13.9 2198 182.7 B9 19.6 193.4
Sefiing and

cistribution costs (75.6) (0.5} 9.5 {85.7} (73.3; 1.4 (13.2) 87.9

Administrative

costs excluding

amortisation (30.4) {20.3) {(2.3) {53.0) 23.8) 02 B9 27.9)
Net operating

expanses heafore

amottisation {106.0} {20.9) (11.8) (138.7} {Q7.1} {1.8) (17.1) (115.8)
Other operating

income 3.0 - - _ 3.0 - - - -
Operating profit
before amortisation 107.4 {25.4) 2.1 84.1 85.6 {10.5) 25 77.¢
Amortisation of

intangible assets {10.1) - 0.1} {10.2) .8 - 0.3 7.1
Amortisation of

pension

prepaymant - - - - (2.4 - - {2.4}
Operating profit 97.3 {25.4) 2.0 739 76.4 (10.5) 2.2 68.1

Other operating INcome refates 10 insurance recoveary for leoss of profit as a resuft of the fire at the Group’s Bury St Fdmunds
factory {see note 4.
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4. Exceptional items

2004 b ax)
Em m

Cperating exceplichal items
Restructuring of production faciities (4.5) B8.9)
Restructuring of distribution facilities (0.6} {1.4)
Restructuring of administratior: facilities (2.6} 0.2)
Merger of pension schemes (1.0)
IPC costs (16.7) -
Continuing operations {25.4} {10.5)
Biscontinued operations
Restructuring of production facilites - {0.5)
Total operating exceptional iterns {25.4} 1.0
Nen-operating exceptional items
(Loss)profit on sale of tangible fixed assats 2.3 2.0
Nat insurance recovery on tangible fixed assets 3.5 -
Profit on sele of subsidiary undertakings 117 -
Continuing operations 12.9 20
Discontinued opearations
Profit on sale of tangible fixed assals 0.2 -
“otal non-operating exceptional iterms 13.1 20

Restructuring of production facilities

The charge in the year anded 31 Decernber 2004 relates 16 the closure costs of the Group’s Edinburgh site and the
consolication of tea production into the Group’s operations at Moreton, additionat costs ralating to the Hadfield factory
closure that commenced in 2003, together with costs associated with the restructuring of the Group's petato business.

The charge in the year anded 31 December 2003 relates te the closure costs of the Hadfiels factory following transfar
of production to cther sites and additional costs relating to the closure of the North Walsham factory that commenced
in 2002.

Restructuring of distribution facilities

The charge in the years ended 31 December 2804 and 2003 relates to the restructuning of the Group's sales force and
distribution arrangementts.

Restructuring of administration facilities

The charge in the year ended 31 Dacember 2004 relates 1o the restructuring of the administration surction at the Group’s
potato business and the integration of the Ambrosia business.

Ths exceptional charge dunng the year ended 31 December 2003 relates primanly to the relocation of the Group's principa
administration functions to St. Albans.

Merger of pension schemes

A charge of £1.0m on the merger of three of the Group's principal pension schemes was incurred. The marger required a
one-off cash contribution of £10.0m to equalise the level of funding in the schermas, £9.0m of which had been praviously
provided against.




45 Premier Foads ple Notes 1o the consolidarac Tnancial siatemants

4. Exceptionat items continued
PO costs

The IPO resutied in £16.7m of operating exceptional itarms. This was made up of share option related costs of £14.5m and
sundry legal, accountancy and ancillary itams totalling £2.2m.

(LossW/profit on sale of tangible fixed assets

The logs relates to the disposal of tangible fixed assets for the restructuring of the Group’s potate business and closure of
the Group's Edinburgh sits.

Net insurance recovery on tangible fixed assets

On 27 QOctober 2004 the Group suffered a serious fire at its Bury St Edmunds faciory, which is the main manufacturing
site for pickizs and saucas. Since that date, the Group has undertaken a comprahensive rebuild programma 1o restore
preduction. Significant progress has been made and the Group is back to full production at the site, although the rebuild
is not yet complete. Exceplional non-operating incoms OF £3.5m is included, representing the difference between the
insurance reimbursement for new tangitle fixed assels installed less the book value of tangible fixed assels destroyed
by the fire,

Profit on sale of subsidiary undertakings

On 23 July 2004 the Group disposed of Hiisdown Holland BV and ite subsidiary undertakings, including Materne
Boin S.AS. *Materne”, its French spreads business, to Financigre Matame S.AS. and Materne Luxermbourg Sar,
afflfates of HMTFPL, the Company’s principal shareholder prior to PO, for a cash consideration of £35.5m.

The prafit arising on the sale was £11.7m {see note 24).

5. Segmental reporting

The foliowing is the segmental analvsis of wrnover, profit before tax and net asseis by business and gecgraphical segments.
{a) Business segment analysis

Turnover

' 2004 s
Continuing opsrations

~ Corwvenience foods, pickies and sauces 374.8 374.8
— Toa and bevéerages 140.3 143.0
— Spreads and desseris 176.8 120.4
Sub total for segments reiating to groceary products 691.9 638.0
- Poiatoss 150.3 135.8
Total continuing operations 842.2 773.8
Discontinued operalions - grocery products 54.6 96.8

Totaf 896.8 870.8
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5. Segmental reporting continued
(@) Businass segment analysis continued
Prefit on ordinary activities before taxation

?C"')-‘- 2093
Continuing operations
QOperating profit befars operating exceptional items
Conventence foods, pickies and sauces 33.2 327
Tea and beverages 31.9 289
Spreads and desseris 2587 11.2
Suby total for segments refating 10 grocery products 91.8 0.8
Potatoes 5.5 5.6
Total operating profit before operating exceptiona ftems 97.3 76.4
Cperating sxceptional itemns {25.4) (10.5}
Continuing ogerations - total operating profit 71.9 65.9
Discontinued operaticns
Operating profit before operating excaptional items - grocery progucts 20 2.7
Operzting exceptional itams - (0.5)
Discontinued operations — total operating profit 2.0 2.2
Cperating proft 739 681
Non-gperating exceptional items 13.1 2.0
Net interest payable {78.3) (70.4)
Profit/loss) on ordinary activities before taxation 8.7 ©.3)

Nen-operating sxceptional items and net interast payabie have not been dllocated 10 segments as any allocations would be
arbitrary due to the integrated nature of thase ftemns.
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5. Segmental reporting continued

{a) Business segment anabysis continued

The following additionat disclosures have been given to show the operating profit before operating exceptional tems,
dspreciation, amortisation of intangible assets and amortisation of the pension prepavment {“EBITDA befors operating
exceptional itams”) by segrment for continuing operations.

200 2003
£m i

Cortinuing operations
Convenience foods, pickles end sauces
£BITDA before operating exceptional fems 459 47.9
Ammortisation of infangible asssts (3.0} 3.2
Amartisation ©f pengion prepayment - .4
Depreciation 9.7} (10.8)
Oparating profit before operating exceptional items 33.2 32.7
Tea and beverages
EBITDA before aperating exceptional iterns 355 31.0
Arnortisaticn of intangible assets {0.5) 0.5
Amortisation of pension prepayment - {0.5)
Depreciation 3.1} 3.1}
Operating profit before operaling exceptional ikems 319 269
Spreads and desserts
ERITDA before operating excepiional items 36.8 18.8
Amortisation of intangible assets {6.3} an
Armortisation of penston prepavment - 3.5
Depreciation {3.8} {4.4)
Operating profit before aperating exceplional fiems 26.7 1.2
Sube totat for segments relating 1o grocery products
EBITDA before operating excaptional items 118.2 97.7
Arnartisation of intangitle assets {9.8} 6.4
Amartisation of pension prepayment - 2.4
Depreciation {16.6} {(18.1}
Operating profit before cperating exceptional fiems 91.8 70.8
Potatoes
FBITDA befcre operating excaptional itermns 7.8 24
Amnortisation of intangible assots {0.3} 0.4}
Depraciation {2.0} 3.1
Operating prcfit before operating excepticnal items 55 58
Total — continuing operations
EBITDA before operating exceptional itams 126.0 106.8
Amortization of intangible assets {10.1) 6.8
Amortisation of pension prepayment - 2.4}
Depreciation {18.6) 21.2
Tetal operating profit before operating exceptiond tems 97.3 76.4
Operating excaptional items {25.4} {10.8)

Continuing operations — total operating profit 71.9 65,9
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5. Segmental reporting continued
{2) Businass segment analysis continued
Net cperating assets/fiabilities} — by business segmer

2604 2003
om m
Gontinuing operations
Grocery products
Net operating assets excluding intangille assets 166.5 1385
Intangible assets 174.6 1856.2
341.1 3247
Potatoss
Net cperating assets excluding intangible assets 143 18.1
Intangible assets - 0.2
14.3 18.3
Total hat operating assets — continuing operations 355.4 343.0
Discentinued operations
Grocery products
Net operating assets exciuding intangible assets - 29.1
intangible assets - 5.0
Total nst operating assets — discontinued operations - 34.1
Nat operating assets 355.4 3771
Net debt inote 25b) {370.3) {893.9)
Net lishiities (14.9) (316.8)

Net operating assets/fiabilities) have not been allocated to individual grocery segments as allocations of net operating
asscte/{fiabilities) within that segrmant wouid be arbitrary due 1o the integrated nature of the Group’s grocery operations.

(b} Gacgraphical analysis

Turnover
2004 2003
o &
Tumaver by origin
Continuing operations
United Kingdom 814.9 745.2
Mainiand Europs 27.3 286
8422 773.8
Discontinued operations — Mainland Europe 54.6 96.8
898.8 87086
Tumover by market
Centinuing operations
United Kingdom 792.0 728.4
Mainland Europs 417 399
Ciher 8.5 75
842.2 7738
Discontinued operations — Mainland Europe 54.6 96.8

896.8 8706
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5. Segmental reporting continued
(b} Geographical analysis continued

Profit/tiogs) on ordinary activities before iaxation — by geographical crgin

20_51-! 2(‘:-:33
Qperating profit
Conlinuing operations
United Kingdom before exceptional items 94.9 745
United] Kingdomn excaptional items (25.4} (10.5)
Mainland Europe 24 1.9
719 65.9
Discontinued operations — Maintand Europe 2.0 22
Operating profit 73.9 88.1
Non-operating exceptional iterns -~ United Kingdom 18.1 2.8
Nat interest payable (78.3) (70.4)
Profit/lloss) on ordinary activities before taxation 8.7 0.3
Net operating assets/(liabilities) — by geographical origin
T 2004 2003
£ £m
Continuing opatations
United Kingsom
Net operating asseis excluding intangible assets 1726 147.7
Intangibie assets 174.6 185.3
347.2 333.0
Mainlang Europs
Net operalting assels excluding intangible assets 8.2 9.8
intangibie assets - Q.1
8.2 10.0
Total net operating assets - continuing operations 355.4 343.0
Discontinusd oparations — Mainland Eurcps:
Net cperating assets excluding intangible assets - 29.1
intangibie asssts - 5.0
Total net operating assets - discontinued opsrations - 34.1
Net operating assels 355.4 3771
Net debt inote 25h; (370.3) 693.9}
Net liabiltiog (14.9) 318.8
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6. Profit/floss) on ordinary activities before taxation

Profit/ioss} ch ordinary activities before taxation is stated after charging/{crediting)
Staff costs fnote 7)

Depreciation of tangible fixed assets

- ownsd assets

- under inance leases

Armortisation of intangible assets

Amortsation of pension prepayment

Release of prior year accruals relating 1o exceptional items
Operating lease rental payments

- plant anag machinery

—land and buildings

Ressarch and develcpment

Principal auditors’ fees

Audit servces

- slatutary audit services

— audit-related regulatory reporting

— othay services not covered shove

Total auditors” remurieration

122.1
19.7

10.2

4.5
1.8
1.0

0.5
0.1
24

30

2041
£m

1180

233
0.1
7.1
2.4

(3.3)

35
20
0.9

03
0.1
o1
05

Audit fees in respect of the parent company

-

The arnount for other services in principal auditors’ fees relatas predominalely t¢ work associated with the IPO ¢f the Group

during 2004,

Of the profit for the vear, a profit of £7.9m is dealt with in the accounts of Premier Foods ple. The directors have taken
advantage of the exemption available under Section 230 of the Companies Act 1985 and not presenied a profit and loss

account for the Company alone.
7. Employees

2004

pavec)

Staff costs for the Group during the year
Wages and salaries 106.1 102.0
Social secunty costs 10.9 11.0
Other paension costs 5.1 50
Total staff costs 1221 118.0
NmDgr Nurnber
Average monthly number of pecple (nciliding executive directors) employed
Management 435 417
Addministration 661 830
FPradiction, distribution and other 3,552 3,603
Total employees 4,648 4,850

Directars’ remuneration (including retirerent benefit accruing to the directors under defined benefit schemes) are disclosed

in the Remuneration Report on pages 23 to 31.
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7. Employees continued
Pension commitments

Background

The Group companies participate in a number of pension schames, principally the Premier Foods Pension Scheme, which
is a funded dafined benefit schame. The Premier Foods Pension Scheme (formerly Known as the HF Pensicn Scheme)
corprise the assets and fiabilities of the Fremier Brands Pension Fund and the Hillsdown Foods Group Pension Scheme,
which were transferred to the Premiar Foods Pension Scheme on merger of the three schemes on 21 May 2004, Thers is
also a further funded defined benefit scheme, FAPFS.

There are in addition a small number of company defined contribution schemes, personal pension echernas and life
assurance only amangements. The scheme funds are administered by trustaes and are indenendent of the Group's
finances. The defined bensfit schermes invest in a mixkture of United Kingdem and European equities and corporate and
government bonds,

Actuarial assessments

The total pension cost for the Groug in the pericds has bean assessed in accordance with the advice of independent
qualified actuaries, using the projecied unit method. The last formal actuarial assessments of the Premier Foods Pension
Scheme and the PAPPS were undertaken as at 271 May 2004 and as at 31 Decembar 2004 respactively,

As at the daie of the actuarial assessments, at 31 December 2004 andd 2003, the actuarial value of the assets were
suificient to cover 95% and 95% respectivaly of the bensfits that had accrued to members after allowing for future salary
increases. The rmarket value ¢f assets at the valuation dates used for scheme funding and accounting purposes were
£:303.7m and £273.3m raspectively.

The principal actuarial assumptions wera that the rats of discount of fabilities is 3% mare than wage inflation and 4%

moere than pension increases. Aliowance was made for pensions in payment to increase as required by statute and in
accordance with the rules of the schemes, and also to reflect the Group’s investment policies. Assets were valued using

a discounted dhidend approach. The significant assumgtion used in this assessrment was that future investment returns
would be 7% per annum. Assets have been taken at market values at the valuation dates and the year-end. For accounting
purposes in previous years assets had been valued using a discounted dividend approach. The market value of the assets
at 31 Decermnber 2004 was £303.7m.,

The actuarial valuation of the Premier Foods Pensicn Scheme has been updated fo 31 Decembier 2004 for assessment of
the pension cost. The nomal cost of the Group's defined benefit pension schemes was £3.9m and £4.1m inthe years ended
31 December 2004 and 2003 respactively, which, after interest on the recognised surpius and amortigation of the remaining
unrecognised sumius, resulted in a net defined bensfit pensions expense of £5.3m and £4.3m in the respactive vears.

Contributions

The Group coniributed a total of £18.6m 10 the Premier Feods Pension Scheme (including amounts contributed to
the MF Pension Scheme, the Premier Brands Pension Fund and the Hillsdown Focds Group Pension Scheme prior
10 the merger) in the year ended 31 December 2004, The Group contributed £0.4m to the PAPRS in the year ended
31 December 2004,

The Group contributad £2.2m to the Hillsdown Foods Group Pansion Scheme in the year ended 31 Decamber 2003.

In the six month paricd to 30 June 2003 the Group did nat confribute te the HF Pension Scheme and the Premier Brands
Pension Fund, due t¢ the schemas’ surplus at that time. The Group recommencsd contributions 10 the schemess from
July 2003, paying £1.6m and accruing £0.3m in contributions to 31 Decernber 2003,

Contritbzutions to the PAPPS in the vear snded 31 December 2003 amountad to £0.5m,

Pgnsion prepaviment and provisions

The pension prepayment in respact of the HF Pansion Scheme and the Premier Brands Pension =und at 31 December
2004 and 2003 was £9.1m and £5.5m respectively, The increase in prepavment of £3.3m was primarily dua {6 an increasa
of cash contibutions in the year ¢ reduce fund deficits. The reducticn in the prepayment of £2.4m in the year ended

31 December 2003 is due 10 the net definad beneft pensions expenss exceeding the cash contributions paid.

A provigion of £7.2m in respect of the Hillsdown Foods Group Pansion Scheme was held at 31 Decermnber 2003, which
represented the estimated scherne deficit upon Premier Foods (Holdings) Limited bacoming principal emplover ior the
scheme less cash contribuiions mads 1o the schame. This provision was fully utiised following the mergar of the pansion
schemes in May 2004.
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7. Employees continued

Mainland Europe post retirement and unfunded pension benefits

The Group also operates plans in mainland Europa, which provide empilovees with certain post retirernent and
uniunded pansion benefits. The liabilities in respect of these benefits ameunted to £0.1m and £0.2m in the vears
ended 31 Decermnbar 2004 and 2003 respectively. The costs of these plans were £0.4m in the vears ended

31 Decamber 2004 and 2003 respectivaly,

Defined contribution schernes
The cost of the defined coniribution schemes was £26.4m and £0.3m: for the years endedi 31 Deceamber 2004 and
2003 respeciively.

FRS 17 “Retirement benefit” disclosures

Financia Reparting Standard 17 “Retirernent bensfiis” {"FRS 177) introduces a completely diferent approach 10 accounting
for dafined benefit pansicn schemes. At each period end the pension scheme assets are measured at market value, the
penaicn scherne fabilities are measured at a present value using a specified actuarial valuation method and discounted at
a comporate bond rate, and the resukting sumius or geficit would be shown on the Group’s balance shest. FRS 17 recefines
what should be reperted as cperating costs, including an annual “current servics cost” fwhich is no fonger reduced or
increased by spreading forward surpluses or deficits). The expecied return on scheme assets less the notichal interest cost
on the scheme fiabilities is included as other finance costs (or incomel adjacent to inferast. Actuarial gains and fosses from
period 1o period are 1o be recogniged immediataly in the statement of total recognised gains and losses. FRS 17 requires
that where accounting periods end after 22 June 2001 additional disclesure is required in order 10 provide adequate future
data comparatives when FRS 17 is fully implernentecd.

The figures below are consolidated figures including both the Prernisr Foods Pension Scheme and the PAPPS, A full
actuarial valuation was carried out at 21 May 2004 for the Premier Foods Pension Scheme and updated to 31 Decamber
2004 by a qualified independent actuary 1o take account of the requirements of FRS 17 in order to assess the liabilities of
the Scheme at 37 Decermber 2004.

A valuation is being carried out for the PAPPS currenily and the provisional results are used in the disclosure figures,
Scheme assets are stated al their market values at the respectiva balance sheet daies.

The rmajor assumptions used by the actuary were:

2004 2003 2003
Rate of increase i salaries 3.5% 2.5% 2.5%
Rate of increase in pensions in pavment 2.5% 1.6% 1.55%
Rate of increase in pensions in deferment 2.5% 1.5% 1.5%
Discount rate 5.5% 5.5% 5.5%
Inflation assumption 2.5% 1.5% 1.5%
The assets in the scheme and the expected raie of return at 31 Decernber were:
T Bapetlad BExpacted Emectad
rate of rebsm Matket vaug rate of rznan Markel vallie rate of rallrn Marat value
2004 2004 KIS Le3¥s 2002 X2
Azsel i O kA i i ony
Equities 85 136.8 84 206.7 g5 1765
Bonds 6.0 - 5.0 63.9 8.0 B8.5
Cther 4.8 166.9 4.0 2.7 4.0 0.8
Total market value of scheme assets 6.5 303.7 7.9 273.3 85 245.8

The larger than normal preportion of funds held in other agsets (cash) at the year-end, reflects short term tactical decisions
taken by the Trusies of the Premisr Foods Pension Scheme in consuliation with the Company, pending discussions to take
place in ihe first quarter of 2005, on an agreed longer tenm investment strategy for the Scheme.
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7. Employees continued

RS 17 "Retiremertt benefit” disclosures continued
The folowing arnounts at 31 December wera measured in accordance with the requirements of FRS 17:

2004 2008

£m £

‘Total market value of scheme assels 303.7 273.3
Presant value of scheme listilities (368.3) (301.2
Deficit in the schemes {64.6) {28.6)
Pelated daferred tax 19.4 8.8
Net pension liability (45.2) (26.0)

¥ the above ameunis had been recognised in the financial stalements, the Group’s net liabilities and profit and loss reserve

at 31 December woeuld be as follows:

2004 203
¥m fm
Net sharsholders’ deficit {ncluding pansion prepayment recognised under SSAP 24) (14.9} (316.8)
Pengion {prepaymentyliability recogrised under SSAP 24 {9.1} 1.4
Redated deferred tax 27 (6.4}
Net gension labiiity recognised under FRS 17 {45.2) 0.0
MNet shareholders’ defictt {including pensicn lishility recognised under FRS 17} (66.5) (335.8)
Profit and lpas reserve (nclucing pension prepayment recognised under SSAP 24 (205.4) (194.08
Pension {prepayment)Aability recognised under SSAR 24 {9.1} 1.4
Pelated deferred tax 2.7 0.4)
Net penision liagiiity recognised undsr FRS 17 {45.2) (26.0)
Profit and loss reserve (including pension liability recognised under FRS 17) (257.0) (213.0)
The following amaounts would have been recognisedt in the performance statemenis in the vear under the reguirements of
FRS17:
——" a0 2603
o 3
Analysis of amounts charged to operating profit
Current senvice charge 41 43
Past senics charge {gross) - 1.0
Total oparating charge 4.1 5.3
Analysis of amaounts credited o other finances income
Expectod retun on pension scheme assets 21.5 205
Imterest on pension scheme liabilities (16.1} {15.7}
Net refurm 54 48
Analysis of amounts recognised in statement of total recognised gains and losses
Actual reium less expectad return on pension scheme 4assels 8.1 7.8
Experiance losses arising on the scheme liabifties {15.1} {13.6}
Gharges in assumptions undarlying the prasent value of tha scharme liabilitiss {49.3}
Actuarial {lossi/gain recognised in the statement of total recognised gains and losses (56.3} 2
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7. Employees continued
FRS 17 “Retirement beneiit” disclosures continuad

200 FIKI3
O £m
Movement in deficit during the year
Deficit in the scheme at beginning of year (28.6) 36.1)
Movement in vear
Current service charge é.1) {4.3)
Emplcyer contributions 19.0 3.8
Past service charge {gross) - {1.0)
Cther finance income 5.4 4.8
Actuarial (ossl/gain recognised in the statement of total recognised gains and losses {56.3) 4.2
Deficit in the scheme at end of year (64.5} ©8.8)
2064 20003 jad e
History of exeerience gains and losses
Difference between the expecied and actual return an scheme assets
Amount {£rm) 8.1 17.8 53.2}
Percentage of scheme assets at year end 2.7% 6.5% {21.6%)
Experience losses)/gains of schame liabifities
Armount {£my {156.1) (13.8 20
Percentage of the present value of he schame liabilities at year end {4.1%) (4.5%: 1.0%
Total dloss)/gain recognised in the staternent of tofal recegnised gaing and losses
Amount (frm) {56.3) 42 #6.7)
Percentags of the present value of the schame liabities at year end {15.3%) 1.4% 19.5%)

Employer contributions in the years snded 31 Decernber 2004 and 2003 were £19.0m and £3.8m respectivaly. |t is expecied

that contributions will be £8.7m in 2005 and a similar amount per annum thareafter.
8. Net interest payable

2(394 riim

Interest payable
Interest payable on: bank loans, senior notes and overdrafis 47.0 471
Interest payable on unsecured unguaranteed loan notes 11.1 18.4
Exchange loss on US dollar denominated senior nates - 50
Amortisation of debt issuance cosis 39 5.7
62.0 7682
Senicr notes early redemption penally 111 -
Excepticnal amortisation of dait issuance costs 10.5 -
218
Total interest payable 83.6 76.2
interest receivable - bank daposiis (5.3) 5.8
MNat iterest payable 78.3 704
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9. Tax on profit/(icss) on ordinary activities
Analysis of charge/{oredit) in the vear

200 2005
m D
United Kingdem — Corporation tax at 30%
~ current peariod 6.2
— prior year {7.8 107
{1.8) (10.7)
Foreign tax - Corporation taxes
— curvent year .8 -
— prior year (0.1} -
0.7 -
Total current tax {0.9) 10.7)
Deferred tax
Origination and reversal of timing diffierences
Representing:
United Kingdom 3.4 28
Foreign tax - 1.5
Total deterred tax 34 1.8
Tax on profitfloss) on ordinary activities 25 8.9
The tax for the vear differs from the standard rate of corporation tax in the United Kingdorm {30%,) for the years ended
31 December 2004 and 2003, The differences are explainad below:
- ot 20605
ju jar
Profit/foss) on ordinary activities befors taxation 8.7 .3
Profit/loss) on ordinary activities multiplied by standard rate of corporation tax in the UK of 30% 26 o
cfects of;
Adiustrments in respect of prior years {7.9) GO
Digallowable/inon-taxable) axceptional items 5.1 0.8
Utilisation of tax [osses {0.7} -
Tax Ixsses not recognised 3.3 2.7
Capital allowances for the year in excess of depreciation and other timing differences (3.3} .9
Other disallowable/inon-taxable) items - a1
Total current tax cregit {0.9) (107
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10. Earnings per sharg

Basic earnings per share have been calculated by dividing earnings attributable to ordinary shareholders by the weighted
average number of ordinary shares of the Company. In determining the weighted average number of shares in issus, the
issue of 1,000 ordinary shares on 15 July 2004 in consideration for the entira issued share capiial of PRI No.3 and the
capitalisation issue of 89,327,532 ordinary shares were deemed 1o have occurred at the beginning of the earbest period
presanted (see noie 225

2 2003
D‘:uﬁve_ Diitiv
effect of aHect o
Hasic EPE share opiions Dilted ZFS Basic EPE shore options Dluted ZPS
Continuing operations
Earnings (tm) 4.0 - 4.0 8.2 - 6.2
Weaighted average number of shares fmillion) 159.2 3.0 162.2 83.3 2.8 92.2
Earrings per share (pencs) 25 - 25 8.9 0.2} 8.7
Discontinued operations
Earnings {£m) 2.2 - 2.2 24 - 2.4
Weighted average number of shares gmilfon} 158.2 3.0 162.2 883 2.3 922
Earnings per share {pence) 1.4 0.1) 1.3 2.7 {013 2.8
Total business
Earnings (Em) 6.2 - 6.2 8.6 - a6
Weighted average numbsar of shares {million} 159.2 3.0 162.2 833 29 922
Earnings per share (pence) 3.9 0.1} 3.8 9.6 0.3} 9.3

11. Dividends

The Board proposes a final dividend of Sp per ordinary share gayable on 31 May 2005 to sharehclders on the Regisier of
Members at 6 May 2005, No interim dividend was payable during the vear.

12, Intangible assets

{300kl Tradamiziks Tola)
Grop o jare) rn
Cost
At 1 January 2004 147.2 553 202.5
Fair vaiue adjustrnent {0.6) - {G.6)
Disposal of subsidiary undertakings (7.3) - (7.3}
At 31 December 2004 139.3 55.3 194.6
Aggreqate amaorisaticn
At 1 January 2004 9.4 2.7 12.1
Charge for the year 7.4 28 10.2
Disposal of subsidiary undertakings 23) - (2.3}
At 31 December 2004 14.5 5.5 20.0
Net book amount
At 31 December 2003 137.8 528 190.4
At 31 December 2004 124.8 49.8 174.6

Goodwill

Goodwill balances relate 10 acquisitions made after 1 January 1998. Any goodwill arising on acquisitions prior to 1 January
1998 has besn written off t¢ reserves.

Googwilt arising on thess acquisitions is amortised on a straight-line basis over 20 years with the exception of the pctato
seed business, which is amoriised on a straight-ine basis over three years.

Trademarks
Trademarks are amontised on a straight-line basis over a pericd of 20 vears,




57 Premier Foods ple Notas 1o the consdlidatad financal statements

13. Tangible fixed assets
ia) Tangitle fixed assets

Frepnold Long Shoit Vehicles,

Yanel ang teascholt leaset:cid past and

ouGngs propestias muperties rnachiney Totg
Group on T o m [
Cost or valuation
At January 2004 62.8 3.7 0.8 258.7 333.0
Additions at cost 1.5 - - 36.7 38.2
Disposal of subsidiary undertakings {8.6) - - {28.9) {37.5)
Other disposals (7.5} - {0.8) (23.8) {32.1)
Reclagsifications 0.4 - - {0.4} -
Exchange adjustments {0.3) - - 21 (2.9
At 31 Decembear 2004 55.3 3.7 - 240.2 288.2
Aggregate depraciation and impairment
A1 January 2004 16.7 0.8 0.4 162.2 179.9
Charge for the year 241 - - 17.6 19.7
Impaimment loss 0.8 - - 1.5 23
Disposal of subsidiary undertakings 4.9} - - (20.7} {25.6)
Cther disposals {3.9) - {0.4) {19.1} {23.4)
Reclassifications 0.2 - - {0.2) -
Exchange adjustments {©.2) - ~ {0.8) {1.0)
Al 31 December 2004 10.8 0.6 - 140.5 151.9
Net book amount
At 31 December 2003 53.1 3.1 04 98.5 1531
At 31 Becember 2004 445 3.1 - 99.7 147.3

Assets held under finance leases, capitalised and included in long leasehold property and vehicles, plant and machirery are
set out balow.

. Cireaps
2004 2O0E
£ £
Long leasehold property

Cost - G.3
Adgregate dapreciation - -
Net book amount - 0.3

Vehiclas, plant and machinery
Cost - 1.0
Aggregate depragiation - 1.5

Net book amount - ~
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13. Tangible fixed assets continued
(b} Analysis of freshold land and buildings at cost or valuation

The Group revalued freehold land and buildings before the implementation of FRS 15 in the year ended 31 December
2000. Sidwslis, independent Chartered Surveyors, made the valuations on the basis of open markst value for existing use,
at 31 Cecember 1990. The Group has taken advaniage cf the transitional arrangements of FRS 15 not 10 update these
valuations. The valuation and cost of these freshold land and buildings were as foliows:

Grodn
2004 2513
om £m
Al cost 0.1 0.1
At valuation 4,0 4.0
i freehold tand and buildings (as disclosed in (@) were stated on tha historical cost basis, excluding the effect of the
valuation above, the amounts would be:
2004 prads
o Ern
Fresheld land and buildings
Al cost 51.4 658
Acgragate depreciation {10.8) {18.7)
Net book value based on historic cost 40,6 492
14. Investments
- Group _ Company
2004 2008 2604 2003
£rn £m € Crn
Uniisted investments
At 1 January 0.3 G.2 -
Additions - 0.1 - -
Disposat of subsidiary undertakings {0.2) - - -
At 31 December 0.1 03 -
Sharas in subsidiary undertakings
At 1 January - - 10.0 -
Additions - 348.0
At 31 December - 356.0 -
Total investments 0.1 0.3 356.0 -
15. Stock
Sioup
2004 2003
£m &m
Raw matenals 320 43.4
Work in progress 341 25
Finished gaods and goads for resale 63.1 747

Total stock g8.2 123.6
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16. Debtors
Lt Company
€004 2003 2004 A3
£m tm b 2]
Arnounts Talling dus within ohe vear
Trade debtors 0.7 100.2 - -
Amounts owed by subsidiary undertakings - - 20.0 -
Other debtors 14.2 14.8 0.3 -
Prepavments and accrued income 5.7 57 c3 -
110.6 120.7 20.6 -
Amounts falling dug after more than cne year
Pension prepayment (note 7) 9.1 5.8 - -
Qther debiors 03 0.7 ~ -
9.4 65 - -
Total debtors 120.0 127.2 20.6 -
17. Creditors - Amounts falling due within one year
Groun Cormpany
B 203 20034 )
£ om ) e
Bank and othar borrowings (hote 19) 27.9 40.4 - -
Amounts due 1o subsidiary undertakings - 6.1
Trade creditors 117.9 1481 - -
Corporation tax 12.7 13.8 - -
Other tax and sccial security payabla 4.7 4.4 G.1
Other craditors 8.3 8.8 - -
Dividend payable 22.0 - 220 -
Accruals and deferred incoma 7.6 201 1.7 -
Totet creclitors faling due within one year 2011 2358 29.9 -
18. Creditors —~ Amounts falling due after more than one year
Gmtp
2004 ooE
o tn
Bank and gthar borrowings (note 19} 354.9 681.8
Other creditors - 0.2

Total creditors faling chue after more than one year 354.9 681.8
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19. Bank and other borrowings

Groun
200 203
o £m
Due within one year
Secured Sanior Credit Faciity — Term A (note &) 2.3 ~
Debt issuance costs {0.9) -
84
Secured Senior Credlit Facility — Tarm 8 (note a) 10.7 -
Debt isstiance costs 1.1 -~
9.6 -
Secured Senicr Crecit facility (note b) ~ 342
Debt issuance costs ~ 4.7
- 295
Bank loans and overdrafts 9.9 10.8
Total bank barrowings 27.8 40.3
Finance lease obligations - 0.1
2.9 40.4
Due after mere than ona vear
Securad Senior Credit Facilty — Term A (note a) 165.5 -
Debt issuance costs 249 -
- 1649 Z
Secured Senior Credit Facility — Term B (noie a) 193.5 -
Debt issuance costs {2.8)
190.7 I
Secured Senior Creditt Fadility [note b) - 2179
Debt issuance costs - .M
- 2125
Acquisition Facility incte b - 75.0
Debt issuance costs - (3.4)
- 1.6
Unsecured Subordinated US$200m 12% Senior Notes due 2009 {note b) - 1z92
Unsecured Subordinated £75m 12.25% Senior Notes due 2009 fnote b) - 750
- 204.2
Unsecured unguaranieed loan notes due 2017 (note b) - 183.2
Other unsecured ioans 0.1 Q.1
354.9 861.6
Total bank and cther borrowings ag2.8 722.0

(&) Senior Credit Faciity and Acquisition Faciry arangement — 2004

On 20 July 2004, the Group eriterad into an amended and restated Senior Credit Faciiity and Acouisition Facility agreement
with [P Morgan plc as aranger, JPMorgan Chase Bank as undenwriter, with J.P. Morgan Europs Limited as agent and
security trustee. Under the Senior Credit Facllity, a syndicate of financial institvtions made £380.0rm of credit facilities
available to the Group.

The Senicr Credit Facility cormprise () £175.8m Term A facilities and i £204.2m: Term B facilities.

In adidition an Acquisition Facility has been mads avaitable, which is a2 mulii currency revoling credit facility of £200.0m
{or ita equivalent in other cumencies).

The final matwity date of the above arrangements is 20 July 2009,
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19. Bank and cther borrowings continued

(b} Senior Credit Faciity, Acouisition Facility Arrangement, Unsecured Unguaranieed Loan Notes
and Unsecured Subordinated Senior Notes — 2003

The facilities in place at 31 December 2003 included a Sscured Senior Credit Factlity, an Acguigition Facility, Unsacured
Subgerdinated Senior Notes Facifiies for USS200m and £75m atong with the Unsecured Unguaranteed Loan Notes.

On 23 July 2G04 the Secured Credit Facility and Acquisition Facility wers replaced by a combination of the Senior Credit
Facilty — Term A (ses note {a)) and the primary proceeds raised on PO,

On 23 July 2004 ordinary shares werg issued 1o capitalise the Unsecured Unguaranteed Loan Notes (ses note 22 (i)

The Unsecured Subordinated Senior Notes were repaid on 1 September 2004 using the Senior Credit Facility - Tarm B
isee note (a)}.

20. Financial instruments

The main risks facing the Group arige from acverse movemernts in interast rates and foreign currency, along with a
shortage of liquidity and credit. The Greup uses a varisty of derivative financial instruments to manage these risks.

The management of thess risks, along with the day to day managernent of treasury activities is performed by the Group
treasury department. The policy framework governing the management of these risks is established by the Treasury
Committes, which is a sub-committes appointed by the Company's Board of Direciors. The policies toward these risks
are documented and reviewed on a regular basis by the Treasury Committee. The framewcrk for managerment of these
risks is set down in the Treasury policies and procedurss manual.

The Group also enters into contracts with suppliers for its principal raw materials, some of which are considered commodities.
These contracis are part of the Group’s normal purchasing activities, which always result in recelpt of raw materials.

interest rate risk

The Group borrows principally in pounds sterling at floating rates of interest and seeks o mitigate the sifect of advarse
movements in interest rates by entering inte derivative financial instruments. The Group actively monitors its interest rate
expesurs, since the high level of debt makes its profitabifity sensitive to movements in interasgt rates. However, the minimum
interest rate hedging that must be maintained is coverned by the hedging stratagy letter, which forms part of the Senior
Credit Facility (see nots 19(y). The Group makes use of a varisty of derivative instruments including interast rate swaps 1o
hedge its interest rate exposure. The Senior Crediit Facility requires the Group 10 hedge a minimum of 50% of #is Term debt
for a pericd of two years.

Foreign exchange risk

The Group reporis its financial statements in pounds sterling and trades in several non-sterling currencies, primarily

Suros and US dollars. Its trading transactions are therefore subject o the effect of movements in these currencies.

Such sxposures arigse frorn sales or purchases in currencies other than the unit's functional currency. Management of the
major exposures is centralised and managed by the Group's treasury departiment. it is Group's policy to hedge axposure
using forward foreign currency exchange contracts and currency options. Although the Group gengrates some of its profits
in non-sterfing cumencies and has assets in non-sterling jurisdictions, the transtation exposure resulting from these profits
and overseas net assels is not considered matenial and is currently not hedged. This matter is reviewed regularly the
Treasury Cornraittee.

Liguidity risk

The Groug has negoliatad facilities with its bankers that provide sufficient headroom o ensure liquidity and continuity of
funging. it therefore has sufficient unutilised banking faciities and reserve borrowing capacity, The Group tends to have
significant Auctuations in its shari-term borrowing position due to seasonal factors; however, the revelving credit facilities
are sat at a level sufficient to mest its projected peak borowing requiremants.

Credit risk

Potential concentrations of crediit risk to the Group censist principally of cash and cash equivalents and trade receivables.
Cash and cash squivalents are depasited with high-credit quality fnancial institutions. Trade racejvabies are due principally
from major grocery retailers, however, it is the Group’s policy to insure all third-party trade debt. The Group does nat
consider there 1o be any significant concenviration of credit risk at 31 December 2004.

Short-term debtors and creditors

Short-term debtors and crediiors have been excluded from all the following disclosures, othar than the currency
risk disclostras.
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20. Financial instruments continued
Interest rate risk profile of financial assets

The interest rate risk profile of the Group's financial assets and fabilities as at 31 December after taking account of the
irterest rate and currency swaps used 10 manage the interast and currency profils, was:

2004 P i
om e

Currency
Fnangial assets — floating rate
Cash at bank and in hand
Stering 341 13.2
Eure 8.2 13.6
US daliar 1.2 13
Total 125 281

The cash ard deposits all have maturities of less than one year and eam interest at floating rates based on relevant
LIBID equivalerita.

In addition the Group has peneion prepayment and other debtors dug after more than one year (see note 16} of £9.4m
and £6.5m at 31 December 2004 and 2003 respectively. No interest is eamed on these balances.

Interest rate risk profile of financial liabilities

The interest rate risk profile of the Group's financial fiabilities (debt befora issuance costs) after taking account of the interest
rate swaps used to manage the interest profile was:

Finghing rale Sxet vai

francd liokiftes fnanc fabuities Tt
£m £rr £m

Currency
Steding (270.1) {464.1) (734.2)
Eurc 1.1 - (.1
US doliar {0.2) {0.2)
At 31 December 2003 (271.4}) 4684.1) {735.5)
Stering (200.0) {190.0} (390.0)
Eurc - - -
US doliar - - -
At 31 December 2004 {200.0) {190.0) {390.0)

All the Group's creditors faling dus within one year {Gther than bank ang cther borrowings) are excluded fom the above
tables either due 10 the exclusion of shori-term ftiems or because they do not mest the definition of a financial Fahifity,
such as tax balances.

i addition tc the above, the Group's provisions and other creditors (due afier more than one vear) of £2.6m and £13.4m,
as &t 31 December 2004 and 2003, respectively for restructuring, unfunded pansion liabilities, post retirement benafits and
cther liabilifies met the defintion of financial liabilities. These financial liabilties were conaidered to be floating rate financial
liabifittes. This is because, in establishing the provisions, the cash flows are discouniad where material.

Fixed rate financial iiabilities

Weighted average

waighted average period loy whish
irterast rate ralg is fixed
; Years

Currancy: Steriing
At 31 December 2004 4.93 2.88
At 31 December 2003 897 485

The above calcuiation of the fixed rate weighied average interest rates excludes any horowing margin as the denvative
instruments used to fix the interast rates are net allocated specifically againgt the Term A and Term B facilties of the Senior
Credlit Facility {see note 19(@]], which in turn would determing the appiicable margin. The level of floating rate borowings ars
determinad by reference to the Senior Credit Facility, The prdcing basis for all floating rate borrowings is LIBOR.
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20, Financial instruments continued

Interest periods selected are determined by reference to market conditions and interest rate outlook but cannot be for a
maturity period longer than twelve months.

The analvgis of average interest raies and years to maiurity on fixed rate debt is after adjusting for interest rate swaps.
Exposure to movaments in intarest rates and vears to maturity an fixed rate debt is after adjusting for interest rate swaps.

Maturity of financial liabilities

The maturity profile of the carrying amount of the Group's financial liabilities, cther than short-term craditors and provisions
{shown in note 21) were as follows:

2004 2004

Otner Creditors

Datyt [sbt after more thin
Dent isstianee Costs Tola Dein SRANCe Cosls ne year Tola
o n on on ja]] £m i
Within one year, or on damand 20.9 (2.0} 27.9 45.1 4.7 - 40.4

Betwesn:

1and 2 years 30.0 N7 283 47.5 3.0 - 44 5
2 and 3 years 55.0 {1.5} 53.5 49.4 {2.5} 48.9
3 and 4 years 65.0 {1.4} 63.6 58.3 (2.0 - 54.3
4 ared 5 years 210.0 {0.6) 209.4 647 (1.1) - 3.6
Qver 5 years 0.1 - 0.1 72.5 (0.2 0.2 472.5
Totat 380.0 (7.2} 3828 735.5 {13.5) 0.2 722.2

Currency exposures

The table below shows the Group's currency exposures that gave rise to net currency gains and losses recognised in
the consclidated profit and loss accounts for the years ended 31 Decermnbar 2004 and 2003, Such exposures comise
monetary assets/{iabilities) that are not denominated in the functicnal curmency of the subsidiary undertaking involved.

The amounts shown below are after taking intc account the sffect of farward exchange contracts and ciher derivative
instruments entered into to manage these exposures.

Fangliond carency of the Group's operatics

Siexing Fura Toted
m £mn b

At 31 Decernber 2004

Net foreign curvency monstary assets/(ffabifiiss)

Furo 34 - 3.4

US cicllar 1.2 - 1.2

Other currencies (0.2} - 0.2}

Total 4.4 - 4.4

At 31 Decernber 2003

Net foreign currency monetary assets/{liabilitics)

Euro 11.8 - 11.5

US dollar 1.2 1.2

Other curancies {0.5) - {0.5)

Total 122 - i2.2
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20. Financial instruments continued
Borrowing facilities

The Group has the following undrawn comimitted borrowing facilities available during the year in respect of which all
conditicns precedent had been met at that date:

2004 2003
o Crn
Expiring in more than two years 164.8 50.8

The undrawm facllities form part of the Groups overall working capital ines, the drawn down amounts of which bear interest
at floating rates and are commitied until 20 June 2009.

Fair values of financial assets and financial liabilities
The following tabile provides a comparison by category of the carrying amounts and the fair values of the Group's financial
assets and financial liahilities. Fair value is the amount at which a financial instrument coulc be exchanged in an arm’s length

transaction betwaen informed and wiling parties, other than a forced or fiquidation sale ang excludes accrusd interest.
Set out below the table is a summary of metheds and assumptions used for sach category of financial instruments.

Cavying amounts Fasyaue  Caryng amounis Fair vahie
£rn £ o Ern

Prirnary financial instrurments heid or issued 1o finance
the Group's opsrations
Short-term borrowings (29.9) {29.9) {45.0) 45.0
Long-term borrowings 360.1} {360.1} (330.4) {694.0)
Finance leases - - {G.1} (@1l
Other creditors due after more than one year - - o2 0.2)
Provisions {2.6} 2.6} 132 {13.2)
Debtors due after more than one year 9.4 9.4 8.5 6.5
Cash at bank and in hand 12.5 1258 281 281
Derivative financial insruments held to manage the interest rate
and currency profie
Interest rate swaps - (0.8) (0.8
Cross-currency swaps - - - (1.4)
Forward foraign currency coniracts - ] - {17.1)

The fair values for the notes, which have been included within long-term borrowings, have been basea on current
market values.

The foreign exchange contracts and interest rate swap agreements have besn marked to their fair values at the balance
sheet date.

Under the Group's accounting policy, forsign currency asssts and liabilities that are hedged using currency swaps are
translated nitially at the swap raies. Any gains or losses arising from changes in exchange rates are included in the bock
value cf ihe relevant asset or liability. Changes in the value of the swap as a result of changes in interest rates are not

included in the bock value of the relevant asset or fahility.

All commodity contracts are settied by physical defivery and are not held for trading purposes. There were no significant
gaing or losses on contracts at the balance shest dates that were expacted to be shown in the income statement in the
following year.
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20. Financial instruments continued

Hedges

The Group's policy is to hedgs the following expesures:
 Intorast rate risk — using interast rate derivative products.

» Currency risk — using forward foreign currency contracts and currency options to hedge its net foreign currency debtors
and creditors. Forward forgign currency contracts and currency option contracis arg also used for fulure anticipated
foreign currency exposures for up o twenty-four menths.

The table below shows the extenit to which the Group has off-balance shest (unrecognised) and on-balance sheet (deferred)
gaing and losses in respect of financial instrurments used as hedges at the beginning and end of the year. It also shows

the amount of such gains and losses which were included in the profit and Ioss account for the vear and those gains and
togses which are expected (0 be included in next year's or laler profit and loss accounts.

All the gains and losses on the hedging instruments are expectad to be maiched by lesses and gains on the hedged
transactions or positions.

Total ret Tolal met
Gairs tasses gans{asses! Gains Losses yainsAossast
m m o m m m
Gairs and {losses) on hadges at
1 Jdanuary 2004 anising in previous year
inclugad in 2004 incoma - {3.4} {3.4) - - -
Gains and (losses) on hedgss at
31 December 2004 0.7 (2.6} (1.9} - - -
Of which:
Gains and {losses) expectad io be
included in 2005 incomsa 0.7 {1.8} {1.1) - - -
Gains and fiosses) expecled to be
included in 2008 income or later - {0.8) {.8) - - -
Financial instruments held for trading purposes
The Group does not trads in financial instruments.
21. Provisions for liabilities and charges
Pension iahities
Restnctiding  arvd post retiremens
and other benelits Defored lax Tate
Lon om & fm
At 1 January 2004 59 7.3 5.9 181
Chiarged to profit and loss account - - 34 3.4
Utifised in the vear {1.8) (7.2) - .0
Disposal of aubsidiary undertakings (1.6} - {0.3} {1.9)
At 31 December 2004 2.5 0.1 9.0 11.6
- 2000 2002
m e
Maturity profile of provisions fexcluding deferred tax)
Within 1 yvear 2.2 .
Betwesn 1 and 2 years - 2.2
Between 2 and 5 years 0.4 2.8
Over & years - 0.1

Total 26 13.2
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21. Provisions for liabilities and charges continued
Restructuring and other

At 31 December 2004 these provisions represent the fiabilities in respect of: the restructure of the administration function in
the Group's potato business; the cornpletion of the closure of the Edinburgh siie and integration of its operations into the
Moreten site; legal costs as disclosed in note 28; and changas to distiibution amangaments.

Deferred tax
2004 2003
e m
Provision for dseferred tax comiprisses
Accelerated capital allowances 9.3 6.3
Short-term timing differences (3.0) 21
Deferred tax liabifity on pensicn prepaymant 2.7 1.7
Total deferred tax 9.0 59

Factors that may affect future tax charges

At 31 December 2004, deferred tax assets of £39.3m relating to capital losses, £11.5m relating 10 corporation tax losses
and £34.8m relating 1o surplus ACT have not been recognised, as they de not mest the criteria for recognition undier
Financial Reporting Standard 19 “Deferred tax” (‘FRS 197). The future tax charge may be reduced if any of these losses
can be utilised.

22. Called up share capital

Sompany
2602 203
] e £m
Authorised
332,113,005 ordinary shares of 1p each 3.3 -
Allotted, callsc up and fully paid
244,888,679 ordinary shares of 1p each 2.4 -

it Cn 22 June 2004, Premier Foods ple was incorporated with an issuad share capital of 5,000,000 1p ordinary shares;

(il On 15 July 2004, the authorised shars capital of Pramier Foods plc was increased to 5,001,000 1p ordinary sharss by
the creation of 1,000 ordinary shares, On this date, HMTFPL contribuled its shares in P No.3 to Pramier Foads ple in
exchangs for 1,000 1p erdinary shares in Pramier Foods ple.

On 23 July 2004, Prernisr Foods ple increased it autherised share capital to 332,113,095 11 ordinary sharss by the
creation of 327,112,095 ardinary shares and the following transactions were undertaken;

i) 95,036,105 1p ardinary shares wers issued by Premier Food plc at a promium of 2140 per share in consideration for the
capitalisation of the Group's loan notes amounting to £204.3m;

(iv) 65,114,083 1p oriinary shares were issued by Premier Focds ple at a premium of 2140 per ordinary share and were
fully paid up;

(V) Share premiurn of £893,275.33 was capitalised for the issus of 89,327,533 1p ordinary shares 10 HMTFRL;

{v) 265,115 1p ordinary shares were issued to non-executive directors at a premium of 108.5p per ordinary share and were
fully paid up;

{vii} 144,843 1p ordinary sharas were issued to Mr Paul Thomas, an executive director, at a premium of 214p per ordinary
share and were fully paid up.




67 Premier Foods plc Notas 1o the consolidatad financial statamants

22. Called up share capital continued
Share option schemes

As at 31 December 2004 certain senicr executives and key individuals hold opticns 10 subsaribe for up o 5.6m ordinary
shares of 1p sach between 2005 and 2014 at prices ranging botween 1p per share and 215p per share, The number
of shares subject to options, the periods in which they wera granted and the periods in which they may be exercised are

given belkow:

Premier Foods (Heldings) Limited Empioyes Share Scheme

31 Decomber 31 Decerber

Exercise price Txerciss Laniod Exarcise perord 204 2003

A O grant Denee) CIATATENSnG wndng hrinker MNunmber
1989 146p 2000 2009 - 1,482,600
2002 146p 2003 2012 -~ 4,899,000
2003 14€p 2004 2018 - 500,000
Tota - 8,881,600
Weighted average axerciss price - 146p

Options over ordinary shares of Premier Foods (Holdings) Limited were cash cancelled or “rofied over” into opticns over

ordinary shares of Prermier Foods ple at the IPO.
Prerniar Foods ple Executive Share Option Scheme

31 Dacember 41 Detember
Exerdsa price Sxaruise petico Exmize padod 2004 2008
Year of grant bange} canNEning erickg) Nuenbae Number
2004 1o 2005 2012 2,567,377
2004 ip 2005 2013 319,723 -
2004 1p 2005 2014 63,945 -
2004 218p 2005 2014 2,643,813 -
Total 5,504,858
Weighted! average exercise price 102p -
23. Share premium and other reserves
Group Campany
Share praTium Revaaluatine Merper Frafit ang Share prorism Pyofi wnd
acteint 192806 {3t 1088 FESae Torad acsount losg resawe Tole
m tm om o m Y on T
At 1 January 2004 10.0 40 (186.8) (19407 (318.8) - - -
Issus of shares pursuant
i group reconstruction (a) - - - - - 10.0 - 10.0
Capitalisalion of the Group's loan notes
by issue of shares {b) 203.4 - - - 2034 2034 ~ 2034
Shares issued through pubiic offer
for cash ) 117.9 - - - 1179 117.9 - 1179
lssue expensas {10.1} - - - (10.1} {10.1} - {10.1)
Shares issued to HMTHRL (d) (0.9} - - - {0.9) 0.9) - (0.9}
Shares issued to Directors {g) 0.6 - - - 0.6 0.6 - 0.6
Share cpticns rofled-over (f) - - - 6.3 6.3 - 4.3 4.3
Profit for the vear - - - 6.2 6.2 - 7.9 7.9
Dividends - - - (22.0) (22.0} - (22.0 (22.6}
Dividend in specie from PR No.3 - - - - - - 36.7 36.7
Net axchange adjustments - - - (1.9} {1.9} - - -
At 31 December 2004 320.9 4.0 (136.8) (205.4) (7.3} 3209 26,9 3478

{2} 1,000 1p ordinary shares ware issued o HMTFRL in exchange for the entire issued share capital of PFI No.3 (see notes 1

and 224

(b 95,036,105 1p ordinary shares were issued at a premium of 214p per share in consideration for the capitalisation of the

Group's loan notes amaunting 1o £204.3m;
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23. Share premium and other reserves continued
{c) 55,114,083 1p orcinary shares were issued at a prernium of 214p per share,

{dy An amount of £853,275.33 was capitalised and applied in paying up i full at par 89,327 533 unissued ordinary shares
and allotting and issuing 17.861934213 crdinary shares in respect of sach orcinary share held by HMTFPL;

{e) Share premium related io the issue of shares to executive and non-axecutive directors are as follows:
a. 265,115 ordinary shares at a premium of 108.5p per share, and
b. 144,543 ordinary shares at a premium of 214p per share {nate 22);

{ Share premium in respact of “rofled-over options” was granted in respect of cartain cutstanding options under the
Premiar Foods (Holdings) Limited Employes Share Option Schems.

Goodwill eliminated against reserves

Cumulative gondwill relating to acquisitions mads priar to 1988, which were eliminated against reserves, amcounted 10
£213.3m as at 31 December 2004 and 2003.

24. Sale of subsidiary undertakings

On 23 July 2004 the Group disposad of Hillsdown Holland 3Y and its subsidiary undertakings, including Materne to
Financigre Materms S.AS. and Materne Luxembourg Sad, afffiates of HMTFRL, the Company's principat shareholder
pricr to PO,

The net assets on the date of disposal and the consideration received were as follows:

£m

intanginle assets 5.0
Tangible fixed assats 11.8
Investments 0.2
Stock 15.0
Debtors 244
Creditors: amouriis faling due within one yaar (3z2.1)
Frovisions for Hahilities and charges (1.9)
Net assats disposed of 225
Cash consideration 35.5
Expanses incurred on disposal 0.7
34.8

Cash discosed of upon sale of subsidiary undertakings {0.6)
34.2

Profit on sale of subsidiary undertakings 1.7
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Notas to e consolidated financal sigtements

25. Cash flow from operating activities

{a) Recencifiation of operating profit to net cash inflow from operating activities:

'.-‘l]r-:.l-'l E('i[‘.(i
Continuing cperations
Operating profit before operating excepticnal items 897.3 76.4
Depreciaticn 18.6 21.2
Amortisation of intangible assets 101 8.8
Amortisation of pension prepayrment - 2.4
Decrease/{increase) in stock 7.0 (4.4}
{(increasel/decrease in debiors (16.4) 149
Decrease in creditors (1.4 {7.7)
Payment relating to merger of pension schemes {10.0)
Pavmants relating to exceptional items {8.6 (13.3
Exchange maovernent in working capital - 1.3
Net cash inflow from: continuing cperations 96.6 100.6
Discontinued opearations
Operating profit before operating exceptional items 20 2.7
Depreciation 11 2.2
Arnortisation of intangible assets 0.1 0.3
Payments refating 10 exceptional items - 0.8}
Decrease/(increase) in stock 2.8 0.8
Increase in debtors {0.8) 1.8
{Decreaselincraase in creditors (3.0 8.2
Exchange movement in working capital {0.4) 0.7
Net cash inflow from discontinued operations 1.8 3.3
Tetal net cash inflew from operating activities 98.4 108.9
) Reconciliation of movernents in net debt:
At Ohrer Al
1 Jandary Isgiied shares Cepitedisaton nan-cach 31 Decernbis
20ird Cagh dow for casit i gan rales chiingss 2004
m o im m m im
Cash in hand and at bark 26.1 (15.8} - - - 12.5
Overdrafts {10.8) G.9 - - -~ (9.9}
173 14.7} - - - 2.6
Bank debis due after one year {690.4) 385 £8.7 204.3 (11.1) {360.0)
SBank debis due within one vear
{excluding overdrafis) {34.2) 14.2 - - - {20.0)
Other nen-bank debis (0.1) - - - - {0.1)
{(707.4) 38.0 8.7 204.3 (11.1) (377.5)
Debt issuance costs 13.5 - - - {6.3) 7.2
Net debt {6339 38.0 98.7 2043 {17.4) {370.3)
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26, Operating lease commitments

The Group had lease agresrnents in respect of land and buildings and vehicles, plant and machinery. for which the
payvments extend over a number of years.

2004 203
Land Veides, pwnl Lanel “ebiclzs, pang
arc oyildngs andd machinery and uitdings AN rmachinery
£m m e fm
Armual cormnmitrnents uncer non-canceliable operating leases exginng
Within 1 year 0.8 0.8 05 0.4
Within 2 to & vears 0.1 1.8 02 25
After 5 years 0.3 - 0.7 -
Total operating lease commitmants 1.2 2.7 1.4 29
The Company has ngt entered intc any operating leass commitments at the year end.
27. Capital commitments
Group
254 2003
Ore £m
Contracts placed for future capital expenditure not provided in the financial statements 2.0 5.0

The Company has not entered intc any capital commitments at the year end.
28. Contingent liabilities
Sudan 1 product recall

On 18 February 2005, the Food Standards Agency inttiated a recall of a number of products, which had baen identified as
possibly being contaminated with a dye *Sudan 17 not authorised for use in food products. The dve was traced 10 a batch
of chifli powder supplied to the Group, which was used by the Group in the manufacture of Wereester sauce. The Group
used the Worcester sauce in the manufacture of three other prodiucts and supplied Warcester sauce to a number of retall
and food ingreciient cusiomers. A number of the Group’s customers have indicated that they intend 0 claim for thair costs
associated with the product recall. These claims may comprise claims for darmage to thelr own products, the costs of
recalling and destroyving recovered product and claims for consaguential loss among others,

Givery the nature of the recall, the lirmited number of claims that have been recsived at this stage and the intrinsic uncertainty
involved in such situations, it has not been possible to quantify fully the claims, However, the Compary has made a
preliminary assassment of the guanturn and nature of the claims based on a set of assumptions reflecting management’s
current view of the situation and after having taken appropriate legd advice.

At this ime, based on this assessment, iis own insurance position and its potential claims against its suppliers and their
own insurers, the Group does not beliove that i has any material financial exposture,

Legal proceedings

A claim for £658,000 has besn made againgt Premier Intematicnal Foods UK Limited by Exel UK Limited {formerly known
as Tibbeit & Britten Limited) {*Exeal”) pursuart to indemnities due under an asset sale agreement the "ASA”). Exel further
claimed unguantified darnages arsing out of an alleged loss of revenue for business Exal claims it should have received
under a related distribution agreement (the “DA”). The dispute between the pariies regarding the ASA has effeciively been
setiled and certain payments have been made in respsct of the indermnities. Premier Intemational Foods UK Limited has
challenged both the liabifity for the loss under the DA and the potential quantum of damages that the alleged fess of
revenus is graatly exaggerated owing to errors in Exels calculations.

Premier Intarmational Feods UK Limited has assertad a counterclaim for breach of contract by Exel in connection with
Exel's obligations to manage pallets hired from GKN Chep undier the DA, A Case Managsment Confarence was held
on 15 December 2004 at which the trig timetable was set, providing for a tig Suring October and November 2005,
This action is ongoing and the directars consider that appropriate accounting provision has been made in respect of
this matter.
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28. Contingent liabilities continued
Guarantees

On 28 June 2002, Premisr Ambient Products {UK) Umited, a subsidiary of Fremier Foods Investments Limited entered into
a sale and purchase agreemertt with Ardnure Investrments Limited for the sale and purchase of the enitite share capital of
Pastam Limited, a company registered in the Republic of lreland, which had secured the right t¢ acauire the amibsient food
business in the Republic of Ireland of Nestlé SA. Premier Financing Limited, a subsidiary undertaking of the Group has
guaranteed minimum royally payments due fom Pastam Limited 10 Nestlg SA, should Pastam Limited he placed into
receivarship. In turn, Pastam has signed a deed of indsmnity, whereby it will indemnify Premier Financing Limited for any
loss suffered should the guarantee be called upon, and has granted Premier Ambient Products (UK) Limited a power of
attormey fo ferminats the license, should a receiver be appointed fo Pastam Uimited. The maximum exposure to Premier
Financing Limited under this guarantee is estimated at 31 December 2004 0 bs €4.2m. This exposure 13 reduced by
€0.3m per annum untll 2017 and the exposure is limited to €0.6m after 2017.

There were ne cther material contingent Babilities at 31 Decamber 2004.
28. Related party transactions

Prior to the PO HMTFPL had a controlling interest in the Group. As a consequence of which a number of related party
arangemenis existad between the Group and HMTFPL and its affiiates, which includied Hicks, Muse & Co Partners LP.
{(*Hicks, Muss & C."). Save as disclossd elsewhers in these financial statemanis, detalls of these arangements with
HMTFPL and its affifiates are shown below:

Monitoring and Oversight agreement

In 1899, Premier Focds Holdings Limited and Premier Financing Limited entered into a 10-year agreement (the “Monitoring
and Oversight agresmant”} with Micks, Muse & Co. pursuartt te which the Group pays Hicks, Muse & Co. an annual fee

of £1.2rm for providing financial oversight and monitoring services o the Group. The annual fee is adjustable at the end of
sach financial vear to an amount equal to one tenth of one per cent of the Group's budgeted consolidated annual net sales,
but in no event may the fee be less than £1.2m. in addition, the Group has agresd 10 indemnify Hicks, Muse & Co. and its
sharehotders and their respective directors, cfficers, agents. employses and affiliates rom and against all claims, actions,
proceadings, dermands, ligbilities, judgements, assessments, Iosses and costs, including fees and expenses, arising cut

of or in cannecticn with the services rendered by Hicks, Muse & Co. under the Monitaring and Oversight agreement.

The Monitoring and Oversight agreement makes available ta the Group the resources of Hicks, Muse & Co. concerming

a variety of financial and operational matters. The services that had been provided until 1PQ, when the agreement was
terminated, could not otherwise be obtained by the Group without the addition of parsonnet or the engagement of cutside
prefassional adhvisers. In management’s opinion, the fess provided for under the agreement reascnably reflect the bensfita
received by the Group. The Group paid £0.6m and £1.2m in the years ended 31 December 2004 and 2003 respectively
under the Monitaring and Oversight agresment.

The Monitoring and Oversight agresment was tsminated on 23 July 2C04.
Financial Advisory agreement

In 1899, Premier Brands Foods Limited, Premier Financing Limited and Hicks, Muse & Co. entered into an agraement

{“the Financial Advisory agreerment”) pursuant o which Hicks, Muse & Co. will be entitled o receive a #se equal to 1.5% of
the transaction value for each acquisition, sale, marger, recapitalisation, restructuring or other similar transaction invalving
the Group. The Financial Advisory agreement makes available o the Group the rescurces of Hicks, Musae & Ce. concerning
a variety of financial and operational matters. The services that had been provided until 1RO, when the agreement was
teminated, could not atherwise be obtained by the Group without the addition of parsonnel or the engagement of outgice
professional advisers. In management's cpinion, the fees provided for under the Financial Advisory agréement reasonably
reflect the benefits received by the Group. The Group paid £nil and ©1.6m in the years ended 31 December 2004 and 2003
respectivaly under the Financial Acvisory agrsement,

The Financial Advisory agreement was terminated on 23 July 2004,
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29, Related party transactions continued
Golden Share

A Golden Share was issuad by Premier Financing Limited with voting rights, which entiied the holder of the Golden

Share to bilock the passing of resolutions for the winding-up or administration of Premier Financing Limited or resclutions
approving other matiers that would constitute a breach of the Senior Cradit Facility. Upon repayment of the Senior Credit
Facility during the year (ses nots 18(b)), the Golden Share was automatically converted at IPO into a deferred ordinary share
of Premier Financing Limited with imited rights.

At the date of the IPO HMTFPL reduced its stake in the ordinary share capital of the Company 1o approximately 20%.
In additicn, they appointed Mr. Lyndon Lea as a non-executive director of the Campany.

Or 15 Ociober 2004 HMTFPL sckd alt its interasts in the ordinary share capiial of the Company.
Transactions with Burton’s Foods Limited (“Burton’s”™)

Directors’ relationship with Burton's
Mr Robert Schofield currently serves as the non-sxecutive chairman of Burton’s. Mr Paul Thomas served as a director of
Burton's until 2 July 2004, My Lyndon Lea currenily serves as a non-executive director of Burton's and the Company.

Cacbury Biscuits agreement

Premier Brands Limited, Premier International Focds UK Limited, Chivers Hartley Limited, Burten's, Cadbury Limited and
Cadbury Schweppes plc are parties to an agresment dated 13 May 1986, as amended by a desd of armendment dated

18 April 2002 {the “Cadbury Biscuits agreament”), whereby Cadbury Limited ficenses Premier Internationat Foods UK
Limited, Chivers Hartley Limited and Burton's respectively o manufaciure and sell chocolate mik drinks, chocolate spreads.,
chocolate biscuits and chocolate syrup under cartain Cadbury tragemarks. The Cadbury Biscuits agreement continues until
2026 when it is renewable by Prermier International Foods UK Lirmitad.

Chocolaie supply agreement

An agreement, datas 29 January 2001, was entared into betwean Burten's and Premier international Foods UK Limited
wherelyy Premier international Foods UK Limited agreed 1o buy its entire requirement for Cadbury chocolate products
from Burton's so long as Burton's continues to be party to any agreements with Cadbury Limited in relation to the
markfaciure of Cadbury chocolate products. The consideration payable is determined according to a specified price per
tonne which shall remain valid unidil 31 Decamber 2006 and shall be agreed between the parties for each year thereafter,
The valug of purchases by the Group from Burion's wers £0.5m and £0.7m for the years endedi 31 December 2004 and
2003 respeciively.

Cocea products purchasing arrangements

Pramier International Foods UK Limitad and Burton's have agreed o cooperate in relation 1o certain aspects of their
respactive Cocca products purchasing arrangements with Cadbury Limited. In particutar the parties underlaks to agree
annual budgats for cocoa bean prices and cocoa buter ratios which are usad as inpuis into the prices of the cacoa
products, and to issue joint instructions to Cadbury Limited in respect of their forecast demands for cocoa products.
Burton's made a payment of £1.4m and £0.6m to Premier International Foods UK Limited in the vears endad 31 Dacernber
2004 and 2003 ragspectively.

Sugar supply agreements

A strategic partnership agreement, dated 5 Decemiber 2003, was entered into between Chivers Hartley Limited, H.L. Foods
Lirited, Premier Arnbient Products (UK) Limited and Prernier International Foods UK Limited (together the “Premier Foods
Grouping”}, and British Sugar ple and Burton's, in relation to the joint purchase of sugar for the calendar years 2004

and 2005, Sugar purchases are made on a fixed prices per tonne basis, subject to certain discounts and adjustrments.
British Sugar ple guarantees that the terms of this agreement will result in a specific per anmum saving to the Premier Foods
Grouping and Burton's.
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29. Related party transactions continued

Agreament in relation to distribution of Burton's Biscuits products in France

An agreement, dated 29 January 2001, was entered into between Pramier Brands France SA and Burton’s whereby
=remier Brands France SA was appointed Burton's exclusive distributor for the promotion and sale of certain chocclate
biscuit producis in France. This agreement renews autormatically for continuous pericds of two years unless terminated by
elther party giving the other six morths® written notice, Premier Brands France SA shall buy the products ai specified prices,
and are liable for all taxas, imports and duties. The value of purchases by the Group frorm Burton's were £4.5m and £4.6m
in the vears ended 31 Decermber 2004 and 2003 respactively.

Subleass of offices at Centrium Business Park, St. Albans

Prermier Brands Foods Limited, a subsidiary undertaking, sublet office space at Centrium Business Park, St Albans
1o Burton's. The sublet income is for duration of 15 years al an annual rant of £163,000 per annurm with the first year
reni-free. The amount received in 2004 was £40,750 (2003: £nif),

Bale of freehold land and buidings

in January 2003, surplus land and buildings at the Moreton site were transferred to Burton's in exchange for the receipt of a
warehouse at Risley, near Warrington. The properties at Moreten and Risley were both valued at £3.0m by an independent
third party.

30. Post balance sheet events
Birds acquisition

On 13 February 2005 the Group completed the acquisition of the Birds desserts business from Kraft Faods UK Limited for
a congideration of £70.0m. Kraft Feods UK Limited is continuing to manufacture products on the Group's behalf until late
summer, when the production will be transforred to the Group.

Sudan preduct recall

On 18 February 2005, the Food Standards Agency inttiated a recall of a number of products, which had been identified as
possibly baing contaminated with a dye "Sudan 17 not authorised for use in food products. The dye was tracesi to a batch
of chilli powder suppited to the Group, which was used by the Group in the manufacture of Worcester sauce. The Group
used the Worcester sauce in the manuiacture of three other preducts and supplied Worcester sauce 1¢ a number of retail
and food ingredient customers {see note 28 for further details).
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31. Principal subsidiary undertakings

7 Kecipog interast Hfiaaive nlerast
% onclirvary in ordirery
Country of incorporation shars capia! share capital
¢ registration and 3% Decernber 31 Secembar
Subsiciay wnderiakings princpa coesions Natre of business 2004 200
Cperating subsidiaries
Chivers Hartley Limiied Urited Kingdam Spreads and pickles manufacturing 100% 1005%
H.L. Foods Limited United Kingdom Food canning and processing 100% 100%
Jonker Fris BV The Netherfands Food canning and processing 100% 100%
Materne Boin S.AS. France Spreads and desserts manufacturing - 100%
MEM Produce Limited United Kingdom Potaic processing and grading 100% 100%
Fremier Arnbient Spreads, pickles, vinegar,
Products (LK) Uimitag Unitad Kingdom jelly and desserts manufaciuring 100% 100%
Premier International
Foods UK Limited United Kingdom Het and cold beverages manufacturing 100% 100%
Crher subsiciiaries
Premier Brands Foods ple
frenarmed from Premier
Focds plc on 2 July 2004)  United Kingdom Finarcing 100% 100%
Fremier Financing Limited United Kingdom Financing 100% 100%
Premier Foods (Holdings)
Limited United Kingdorn intermediate holding company 100% 100%
Fremier Foods
Investrments Limited Unitad Kingdom intermnediate holding company 100% 100%
Fremier Foods Invesiments
No.1 Limited United Kingdom Intermediate holding company 100%
Framier Foods Investments
No.2 Lirmnited United Kingdom Intermediate holding company 100% -
Pramier Foods Investments
No.3 Limited Linited Kingdom Intermediate holding company 100%

Premier Foods Investments No.3 Limited is a direct whally owned subsidiary undertaking of Prernier Foods ple.

Ajl other subsidiary undertakings are held indirectly by Premier Focds plc.

Al principal subsidiary undertakings have the same year end as Premier Foods plc. Al the above companies have been
included in the Group consolfidation. The companies fisted above are those that materially affect the results and the assets
of the Group. A full list of subsidiary undertakings is available from the Coimpany Secratary.
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Four year financial summary — unaudited

20m 200z 2003 2004
om £om m m

Combined and conschdatad, condansed orofit and loss information
Conlinuing businass
Tumover 741.4 773.2 773.8 842.2
Operating profit before operating exceplional fiems 549.8 58 76.4 a7.3
Operating profit after operating exceptional items 51.4 615 65.9 71.9
EBITA (&) 62.1 824 85.6 167.4
Total husiness
Operating profit after exceptiong! items 229 59.2 701 87.0
Net interest payahle (52.3) 46.4) (70.4) {78.3)
(Loss)/profit on ordinary activities bafore tax {29.4} 12.8 (0.3 8.7
Tax credit/{charge) on {lossy/profit on crdinary activities before tax g4 21 89 (2.5}
{L.ossVprofit for financial year {29.0% 148 8.6 6.2
Combined and consalidated, condensed balance shset information
Fixad assetls 137.8 249.2 343.8 3220
Current assets 292.0 303.0 2759 230.7
Crediters falling due within one year {223.1) (230.4) {235.6) {201.1}
MNet current assets 68.9 725 40.3 29.6
Total assets less cumrent liabilities 208.7 3218 354.1 3581.6
Creditors falling due after more than one year (368.6} {630.4) {881.8) {354.9)
Provisions for liabilities and charges {18.3} {£0.1) 12.1) {11.6}
Total shareholders’ deficit (18G.2} {328.7) 316.8) {14.9)
Net debt (b} 360.4 522.4 7074 377.5
Other financial information
Depreciation and amortisation 8.6 26.0 329 20.9
Capital expenditure {¢) 52 1541 21.0 26.9
Net cash inflow from operating activities {d) 53.5 86.3 100.6 96.6

{a) EBITA represents operating profit before amortisation and exceptional items. EBITA is not a measurement of
parformance under UK GAAP and you should net consider EBITA as an alternative (o operating income o any other
measuras of performance prepared under generally accepted accounting principals. Accordingly, ZBITA has been
digcloged in this document to permit a more complete and cormprehensive analysis of the Group’s performance relative
o other companies and year on year.

{7 Net debt represents the Group debt net of cash prior to the recognition of capitalised debt issuance costs.
{c) Captial expenditure reprasents cash expenditure on tangible fixed assets, net of sales and cther procsads.
{d) Net cash inflow relates only t¢ continuing business.

The summary prasented above only includes information for four years snded 31 December 2004, The directors consider
that restating the information for the year 2000 was not justified given the costs that would be involved in completing
this exercise.
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Notice of Annual General Meeting

Notice is hereby given that the first Annual General Mesting
of Premier Foods pic (“the Company”™) will be held an
Thursciay 26 May 2005 at 2.00 pm at Haberdashers' Hall,
18 West Smithfield, London EC1A 8HQ to consider the
Tollowing resclutions:

Ordinary resolutions

Resolution 1

That the reports of the directors and auditors and the
audited accourts ¢f the Company for the year ended
31 Dacember 2004 be received.

Resolution 2
That the final dividend of 8p per ordinary share in the
Company recornmendied by the directors be declared.

Hesolution 3 _
That the directors’ remuneration report for the year enced
31 December 2004 be approved.

Resclution 4
That Rebert Schofield be re-elecied as a director.
Resolution &

That Paul Thomas be re-slected as a director.

Resoiution €
Mhat David Kappler be re-clscted as a director

Resolution 7
That Davic Felwick cse be re-elected as a director.

SResolution 8
That Sharcn Hintze be re-elected as a director.

Hesohgtion @ _
That lan McHoul be re-electad as a directar,

Resolution 10
That tan Ramsay be re-elected as a director.

Resolution 11

That PricewaterhouseCoopears LLFP be reappointed auditors
of the Company 1o hold cifice unti! the conclusion of the
next general meeting at which accounts are laid before

the Company and that their remuneration be fixed by

the dirsctors.

Resolution 12

That the amencments to the rules of the Premier Foods ple
Long-Term incentive Flan (“tha LTIP") which are markad

on the copy of the rules of the LTIP produced to the
meeting and intialled by the Chairrnan of the meeting for
the purposes of identification {and which are sumrmarised
in the notas te the notice of this mesting) be and are
hereby authorised and that the directors be and are

hereby authorised to do &l such acts and things as may
be necessary to carry the same into effect.

Resolution 13
That the Company be andl is hareby autherised:

(&) to make Donations to EU Political Organisations not
excesding £25.000 in total; and

b} 10 incur EU Political Expenditure not exceeding 225,000
in total;

during the period anding at the conclusion of the Annual
General Meeting of the Company in 2006. For the purposes
of this resclution, “Donations”, “EU Palitical Organisations”
andl “EL} Political Expenciture” have the meanings set out

in secticn 347A of the Companies Act 1985,

Resolution 14

That Premier Ambient Products (UK} Limited, being a
wholly-owned subsidiary of the Company, be and is
hereby authorised:

{a) to make Donations 10 EU) Poiitical Organisations
not exceeding £25,000 in total; and

{i to incur EU Political Expenditure not excesding
£25,0C0 in total;

during the pericd ending at the conclusion of the Annual
Gereral Meeting of the Company in 2008. For the purposes
of this resciution, “Conations”, “EU Political Crganisations”
and *EU Political Expenditurg” have the meanings set out

in section 347A of the Companiss Act 1985

Resolusiion 15
That HL Foods Limited, being a wholly-owned subsidiary
of the Company, be and is haraby authorised:

{a) to make Donations to EU Political Organisations
not exceeding £25,00C in total; and

(b} to incur EU Political Expenditure not exceeding
£25,000 in total;

during the period ending at the conclusion of the Annual
General Mesting of the Company in 2008. For the pumpeses
of this resolution, “Donations”, “EU Palitical Organisations”
and “EU Political Expenditure” have the meanings set out

in section 347A of the Companies Act 1985,

Resolution 16
That Chivers Hartley Limited, being a wholly-cwned
subsidiary of the Company, be and is hereby authorisad:

{a) 1o make Donations 10 EU Poiitical Organisations
not exceeding £25,000 in total and

(b} to incur EU Political Expenditure not exceeding
£25,0C0 in total;

during the pericd ending at the cenclusien of the Annual
General Magting of the Company in 2008. For the purposes
of this resolution, "Donations”, “EU Palitical Organisations”
and *EU Political Expenditure” have the meanings set out

in section 347A of the Cormpanies Act 1985,
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Resclution 17
That MBM Preduce Limited, being a whelly-owned
subsidiary of the Cormpany, be and i hereby authorised:

{a) 1o make Donations to EU Pclitical Organisations
not exceeding £25,000 in total; and

{b} to incur EU Political Expenditure not excesding

£25,000 in iotal;
during the pericd ending at the conclusion of the Annual
General Meeting of the Gompany in 2006, For the purposes
of this resclution, “Donations”, “EU Political Organisations”
and “EU Political Expendiiure” have the meanings set out
in section 347A of the Companies Act 1885.

Rescltion 18
That the directers be generally and unconditionally
atthorised under Secticn 80 of the Companies Act 1985
tc aliot relevant securities {as defined in that Acty up to an
aggregate nominal value of £816,295. This authority wil
expire at the conclusion of the next Annual Genaral Meeting
of, ¥ earlier, 15 months from the date of this resclution.
owever, before this authority expires, the Company
may make an offer or agreement which would or might
require relevant securities to be allotted after such expiry
and the directors may allot relevant securities undar such
an offer or agreement as if the authority had not expired.

Special resolutions

Resolution 19

That, provided that resclution 18 i the notice of this
mesting has been passed, the directors be empowered
under Section 95 of the Companies Act 1985 1o allot equity
securities {as definad in that Act) for cash pursuant 1o the
authority conferred by that resclution as f Sectien 89(1) of
that Act did not apply to any such aliotmertt, provided that
this authority shall be limited to:

{a) the alletment of equity securities in connection with a
rights issug, opan offer or any other pre-emptive offer
in favour of erdinary shareholders whare the equity
sacurities respectively atirbutable to the interests of
all ordinary sharsholders are proportionate as nearly
as may be to the respective number of ordinary shares
held or deemed to be held by them, subject to such
exclusions or oiher arrangements as the directors rnay
deermn necessary o expedient t¢ deal with fractionat
eniitlernants, legal or practical problems arising in any
overseas ierriiory, the requirements of any regulatory
body or stock exchange or any other matier
whatsosver; and

{b) the allotment {otherwise than pursuant 6 sub-paragraph
{a) above) of equity securities up 10 an aggregaie
neminal value of £122,444

and shall axpire at the conclusion of the next Annual
General Mesting or, f earlier, 15 months from the date

¢ this resolution. Tha Company may before such expiry
make an offer or agreement which would or might reguire
equity securities to be allotted after such expiry and the
directors may allot equity securities under such an offer
or agresment as if the power had not expired.

Resolution 20

That the Cormpany be generally and unconditionally
awthorized to make market purchases {within the meaning
of Section 183(3} of the Companies Act 1985) of not more
than 24,488,867 ordinary shares of 1p each in its share
capital at a price per sharg of not less than 1p per sharg
and not more than 5% above the average of the middie
market price for an ordinary share taken from the Londen
Stock Exchange Daily Cfficial List for the five business days
immediately preceding the day on which such shares are
contracted 1o be purchased (in each case exclusive of
any expenses). This authority will expire at the conclusion
of the next Annual General Meating of the Company

or, ¥ earlier, 15 months frorn the date of this resolution.
However, before thig authority expires, the Company may
agres to purchase crainary shares where the purchase

will or may be completed, either fully or partly, after the
authcrity expires and the Company may purchase such
ordinary shares as if the authority had not expired.

By CQrder of the Board

FPauf Thomas

Company Secrstary
Promyer Fookds pl:
Pramier Housa
Cearviurm Rusiness Park
Griffnhs Way

St Albans

Hertfarishire ALT 2RE

17 Apnl 2005
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Recommendation

Your directors are of the opinion that the resciutions 1c be
proposad at the Arnual General Mesting are in the best interesis
of sharshelders as a whole and recommend you 1o vote in favour
of them. They will ba doing 50 in respect of their own baneficial
sharehoicings.

Explanation of resolutions

Resolution 1: To receive the report and agcounts

The directors are required to present to the maesting the
directors’ and auditors’ repenis and the accounts for the year
ended 31 Decembar 2004,

Resolution 2: To declare a dividend

The proposed 2004 final dividend of 8p per share will be paid on
31 May 2005 to shareholders who are on the register on 6 May
2005.The final dividend will be paid in cagh 10 all sharehoiders.

Resolution 3: Toy approve the directers’ rermuneration report

The Board is required o present the directors’ remuneration report
ta shareholders for approval at the meeting. The remuneration
report is set out on pages 23 to 31, The Board considers that
appropriats exenutive remuneration piays avilal part in heiping

0 achieve the Company’s overali objectives. The vote wil have
advisory status in respect of the remungration policy and overail
rernungration packages and is net specific to individual lovels

of remuneration.

Resolutions 4 to 10: To re-glect Robert Schofield, Paul Thomas,
David Kappler, David Felwick ¢aE, Sharon Hintze, lan McHou
and lan Ramgsay

Article 115 of the Company's Articles of Asscciation alows the
Board to appeint 2 parson o the Board during the vear, subject
to tham baing re-sfected at the stbsequent Annual Geniral
Meseting. Tha above named directors acoordingly offer thermseives
for re~election. Lyndon Lea and George Sewell are shown in the
report and accounts, which werg finalised on 18 March 2005, as
directors of the Cornpany. They have subsedquently notifind Their
intention to rasign as dirsctors from the conciusion of this Arnual
Genaral Meeting and are therefore not proposed for re-alection,

Directors’ bicgraphical detalls are shown on page 14,

Resolution 11: Reappointment and remuneration of auditors
This resoiution proposes the reappointment of
PricewaterhouseCocpers LLP as auditors, and perrnits

the: directors 10 fix their remuneration.

Resofution 12; The Pramier Foods pic

Long-Term incentive Plan ftha LTIP7)

The LTIP was adopted prior 1o and conditional upon Admission,
The intenttion Is for the first awards to ba made under the LTIP
shortly after the 2005 Annual General Mesting.

Participants in the LTIF are given an award at the cutset, over g
spedified number of shares. The vesting of the award is subject
o the satisfaction of a performance target. At the end of the
performance measurement period, award holders are grarite
an option. The number of shares in respect of which the option
is granted i3 determined by reference to the extent to which
the: performance conditions attaching 10 the original award
have been met.

itis proposed that a number of amendments be made 1o the LTIR
to bring it into ine with best practice. The propesed amendments
which require sharehcider approval are sumimarised pelow:

1. There is curently nc limit on individual awards in the LTIP nies.
T comply with best practice, an indivicua limit will now be
added to the effect that the value of shares subjec! to awards
Qiver 10 a participant in any financial year under the LTIP wil
not normaily excesd 100% of safary. However, In exceptional
creumstances, the Remuneration Committee may award shares
with & vaiug of ug to 2008 of salery.

2. Tne cessation of employment provisions wit e amendexd to
refliect best practice as foliows:

i Good ieavers
¥ a parlicipant ceases to be employed by the Gompany by
reason of death, injury, disability, retirement {at his contractual
retirament age or at an earlier age with the agreement of his
employing company), rdundancy or bacause the business
or company for which he works is scld out of the Groug
during the performance measurement period, the number
of shares subject 10 his award that may be transfarred to
him {or, in fhe event of his death, his personal reprasentatives)
shall be determined by the Remuneration Gommittee fwhich
rmay lake into account the period of time that has elapsed
since the award was granted and the extent to which the
performance {argets had baen et al the time of cesastion
of employment).

Other leavers

if a partizipant ceases emplovmnant othar than by reason
of death or for one of the “good leaver” reasons mentioned
avove during the performance measurement period, any
awards he holds will laoss unless the Remuneration
Committee determing otherwise,

i
fi

NI

Fesolution 13 to 17: Political donations

The Companies Act 1885 recuires companies 1o gbtain
sharehoider autharity before they can make donations to

£U political organisations (which includes UK politica parties).
Tha definition of political donations used in the Act is very broad
and, as a resuit, it may have the effect of covering a number of
rommal business acthvities that would not be thought to be paiftical
denations in the usual sensa. Such activiies are not designed

to support any politica party nor to influence public suppert for
a particular party. To avoid any possibiity of inadvertently
contravening the Act, the directors consider that it wouk! be
prudent to follow the proceduires specified in the Act to cbtain
sharehoider gpproval for the Company and its wholly-owned
subsidizries Premier Ambient Products (UK) Limited, HL Foods
timited, Chivers Hartley Limited and MBM Produce Limited each
to make donations to EU political organisations of up to £125,000
in total and 1o incur ZU political expenditure of up to £125,000 in
total, The Company's policy rermains that & does nat, directly or
through any subsidiary, make what are commoeniy regarded as
denations 1o any political party and the authority being recuested
from sharehaiders is not desigred to change this nolicy.
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Resociutions 18 and 19; Authority to allot shares

and disgpplication: of pre-emgption rghts

Under Section 80 of the Cormpanies Act 1985, the directors cannct
genaraliy allot shares in the Comgany unless they are aulhorised

to do so by the Company in general meeting. Resolution 18 wil
authorise the directors to aliot new shares up to a noming value

of £816,295, representing one-third of the issued share capital of
the Company as al the date of this notice. The authority will expire
at the conclusion of the next Annual General Mesting or. if sarier,
15 months from the date of passing of this resolution, The directors
hava no present intention of issuing shares, except as needed to
satisfy the exercise of options under the Company’s employee
share schermes.

If shares are to be allotted for cash, Section 89 of the Companies
Act 1985 requires those shares to be offered first to existing
sharsholders in proportion to the number of shares held by them.
This right of shareholders i3 commoenly known as a pre-emption
right. The dircters telieve that in nertain Crourmstances it will be

in the interests of the Company for shares to be allotted for cash
otherwise than in accordance with sharsholders pre-emption rights.
Under resoiution 18, the directors wil remain subiject to constraints
on the issue of shares for cash. Uniess thay cornply with the
pre-gmnption procedurs under Section 83 of the Companies Act,
they wil be able 16 issue such shares for cash oniy:

*» in connection with a rights issue, open offer or cther
pre~emptive offer, or;

e upto €122 444, representing approximataly 5% of the nominal
vaiug of the Company’s issued share capital as at 17 April 2005,

Resciution 20: To authcrise the Company to purchase

its own shares

This resolution is intanded 10 give the directors the authority to
make market purchases of up 1o 24,488,867 shares representing
approximately 10% of the issued share capital at the date of

this notice. The autherity will expire at the conclusion of the

2008 Anrua General Meeting, although the directors intend to
seek renawal of the authority at sach Annual General Meeting,
The Board has no immediate intertion of exercising this authonty.
Moreover purchases wili only be rmade if they would be in the
best interests of shareholders generaly. As at the date of this
notice there wers options cuistanding over 5,594 868 sharas

in the Gompany, reprasenting 2.28% of the issued share capital
at that dzte. If the authority proposed to be given by this resclution
were used in full, these would represent 2.54% of the resulting
issued shara capital, There are no warmants outstanding.

Altendance and voting

Only those sharehoiders who ara registered on the Company's
share register &t 6.00 pm on 24 May 2005 shali be enfitled o
attend the Annual Gieriaral Maeting and to vote in raspect of the
number of shares registered in thelr names at that tima. Changes
to entrias ¢n the share register after 6.0C prm on 24 May 2005 shall
be disragarded in determining the rights of any person 1o aftend or
vote at the mesting.

Plzage bring with you the accompanying Admission Garg. It wil
facilitate your right to attsnd, speak and vote, and will speed your
admission. Fleass keep it until the end of the meeting. The meeting
will cornmense at 2 pm and light refreshrmients will be avaliable from
1.30 pm and also after the conclusion of the meeting.

Whether or not you intend to altenc the Annual General Meeting,
yOu are requested to compiete the enclosed Fom of Proxy and
return 1 to the Company’s registrars at the following address:
Response Licence No. SEA 10855, Lloyds TSB Registrars,

The Causeway, Warlhing BN99 62X a5 soon as possible and

ir any event sG as 1o be received no later than 48 hours before

the time appainted for the Annuai General Meeting. The complation
and supmission of a Formn of Proxy will not prevent yvou from
attendging and vating in parson f you s0 wish.

You may aiso find it heipfit to bring your Annual Report with you
30 that you can refer 10 it at the meeling.

If your Go not wish:, or ars unabile, to attend, you may appoint
sither the Chaimman of the mesting or cne or more pearsons of
your choice 1o act on your behalf and to vote inthe event of a
poll. That person is known as a "proxy”, You are advised to use
the endlosad Form of Proxy fo apooint a proxy.

A proxy need not be a sharehoider and may attend and vote
on pshalf of the sharehclder who appointed him or her,

At the roeeting, the proxy can act for the rmernber he or she
represents. This includes the right 1o join in or demand a pok.
The proxy is also valid for any adiournment of the meeting.

Please mark the appropriate box alongside each resolution on the
Form of Proxy to indicats whether you wish your votes 1o be cast
“for", or “against”, or whether you wish t withhold your vote from,
thal resclution. Unless you give specific instructions on how 1o vole
on 2 particular rasolution, your proxy will be able, at his or her
digcretion, either to vote “for” or "against” that resclution or to
withiold from voting.

Before posting the form to the registrar, please check that you have
signed it. in the case of joint holders, any of you may sign it

Forrms of Proxy muist be received in the offices of the Company's
registrars no later than 2 prm on 24 May 2008, Any Form of Proxy
reseived after this time will be vaid,

The register of dirsctors” intarests, coples of thelr service contracts
or letters of appointment and the niles of the Prernier Foods pic
long term incentive plan {"the LTIP™, incomporating the propesed
amendments will be avallabie for inspection at the registerad
offics of the Company during usual business hours betwesn

the date of this notice and the Annual Gereral Meeting and at the
venugs of the Annual General Meeting for 15 minutes prior to the
commencemeant of the meeting and until its conciusion. The rules
of the: LTIP incorporating the proposad amendments will also ba
avallable for inspection at the cffices of Deicitis & Touche LLP 180
Strand, London WC2R 1BL during usuzl business hours batween
the date of this notice and the Annual General Meeting.
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