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Premier Foods is a leading supplier
of foods and beverages to the

UK retail grocery and foodservice
markets. We operate a broad
portfolio of market-leading branded
products and supply retailer

brand products in the following
product groups:

Convenience Foods,
Pickles, Sauces & Meat-Free
50.2% Group sales

Spreads, Desserts & Beverages
36.3% Group sales

Fresh Produce
13.5% Group sales




—

A year of progress
Chairman’s statement

| am pleased to report that this has been another successful year for the Group with
increased like-for-lke sales and operating marging, and a strengthened brand portfolio.
At the time of writing my staterment in fast year's Annual Report, the Group had recently
suffered a major fire at its Bury St Edmunds factory, an inventory overhang leading to
reduced sales in January 2005 and was involved in the “Sudan 17 recall initiated by the
Food Standards Agency.

) The management and employees responded splendidly to these challenges whilst
picture continuing o drive the business forward through organic development and strengthening
the brand portfolio.

Organic development

The highlight of the Group’s branded development was the growth of our “drive” brands
whose sales grew by 10% over the year. Sales grew, on a pro forma basis, by 2.8%.

L ike-for-like trading prefit marging also improved in line with our target of 50 basis points
through the improvement in our branded sales mix and efficiencies in manufacturing
and logistics,

The most significant launch in the year has been that of Branston Beans, Following
the transfer of ownership of HP Foods to Heinz in August 2005, the Group considered
it unlikely that its licence to use the HP hrand on canned beans and pasta, due

to expire in March 2008, would be renewed. It was a fantastic achievement by all the
management and employees concerned that they were able to develop the concept,
recipe, consumer rationale and present the products to the retailers in only 11 weeks.
The launch has gone very well and these excellent products have been received very
positively by consumers and retailers.

The performance of our potatoes business was disappointing during 2005, This was
primarily due to contracts lost at the end of 2004 as a result of retailers consolidating their
supplier base. Management has worked hard during the year to stabiise the business,
reduce its cost base and realign its preduct range with its customers. This has been
successfully completed and the business has recently started to regain contracts.

Acquisitions and disposals

The Group constantly monitors the performance and trading environment of all its brands
and businesses. It seeks to add strong brands and market positions to its portfalio and

it is also prepared to sell those brands and businesses where the value to the Group can
be improved through disposal.

In line with the Group's strict strategic and financial criteria, the Group acquired the Bird's
desserts business in February 2005, the UK's leading meat alternative brand Quorn

in June and the UK's second largest meat alternative brand, Cauldron, in October.

The focus of the acquisition of the Bird'’s business was the synergies achievable through
adding the category-leading Bird's and Ange! Delight brands to our existing Desserts
business. Quorm and Cauldron are the leading brands in the meat-afternative category
which benefits from the increasing focus of the UK consumer on healthier eating.

The acquisition of both of these businesses enhances the growth prospects for the
Group and gives us a unique understanading of this fast-growing category,
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The Group had made significant progress over the last five years developing the profitability
and competitiveness of its tea business. However, during the vear, it was identified that the
opportunities to develop the business further were restricted by its lack of vertical integration
when compared to its main competitors and the long-term decline of the tea category in
the UK market. As a result, the Group decided to dispose of the business, which it
completed in Cctober 2005. In addition, a review of the Group's Netherlands-based
convenience foods business, Jonker Fris, concluded that it did not have sufficient scale

to compete effectively in the European convenience foods market and it was therefore

sold in Decemnber 2005.

Employees

I would like to thank all employees for their efforts towards the performance of the Group this
year and particularty for their tremendous respense to the challenges presented in rebuilding
the Bury St Edmunds factory after the fire at the end of 2004. Also inimplementing an
enhanced raw materials testing regime following the Sudan 1 product recall, the iaunch

of Branston Beans and integrating our acquisitions whilst not losing focus on driving the
organic growth of the business. Their response to all these challenges serves to exernplify
the “can do” attitude of all our employees.

Dividends

The directors are pleased to recommend the payment of a final dividend in respect of
the year ended 31 December 2005 of 9.50p per share which, together with the interim
dividend of 4.75p per share already paid, makes a total of 14.25p. The final dividend will
he paid on 7 July 2006 to sharehclders on the register on 9 June 2006, The directors
intend to maintain a policy of increasing dividends in line with our mid single-digit crganic
earnings growth target.

Board changes

I would like to thank Lyndon Lea and Gecorge Sewell who resigned from the Beard at
the conclusion of the last annual general meeting, in May 2005, for their contribution.

Looking to the future

The trading environment for food companies continues to be tough and inflationary
pressures remain a concern. However, the Board is confident that the right management
and strategy are in place to build on the excellent progress made during 2003 towards
our objective of becoming the leading supplier of grocery products in the UK.

David J Kappler
Chairman



|

Delivering a simple strategy
Chief Executive’s summary

Description of the business

Premier Foeds is a leading UK supplier to the retail grocery and foodservice markets
with its broad portfolio of market leading brands and retailer branded products. It is our
ambition to provide our customers category leadership where we operate and to drive
our scale further in the UK market.

Strategy

p]Ctur € The Group's strategy is centred upon growing our branded sales through a combination
of innovation and refreshment of classic British brands. We use retailer brands to support
this strategy by increasing our scale with our customers and driving our manufacturing
efficiency, In addition we actively seek to acquire strong brands with a UK focus to
strengthen our brand portfolio.

Operational review

2005 2004
£m ~ _ ) £m E'l
Sales
Grocery 683.4 594.4
Fresh Produce“ ) 106.3 150.3
Total sales 789.7 7447

For 2005, the Board is pleased to report another year of robust financial performance
and progress for the Group. Our drive brands have performed well with overall growth
of 10%. We have launched Branston relishes, beans and pasta, Loyd Grossman
“creamy” pasta sauces, pesto and chutneys and Ambrosia rice and custard with fruit
sauce. We transferred our jelly products to the Hartley's brand and launched Harfley's
fruit smoothies and bars and our newly acquired Quorn brand benefited from the launch
of 26 new products,

The trading environment for the food retailers and food manufacturers remains very
competitive, Qur strategy is 1o try to work ciosely with our customers by focusing on
exciting preduct innovations and promotions to reinvigorate the categories in which
we operate.

Acquisitions and disposals

During 2005 we acquired four businesses and sold two. In February 2005, we acquired
the Bird's and Angef Delight brands to complement our Ambrosia and Hartley's desserts
brands. In June 2005 we bought Marlow Foods, owner of the Quorn brand and in
October 2005 Cauidron Foods giving us the two leading brands in the fast-growing
“reat-free” category. In September 2005 we bought FW Gedneys to extend our potatoes
business 10 inciude other fresh produce. The integration of these businesses has gone well
and the brands have performed in line with our expectations.

However, we also continucusly monitor the operaticnal performance and strategic
posttioning of all of cur brands and businesses. As a result we disposed of our
Tea business and Jonker Fris convenience foods business.

Business resilence

Overall, we have been delighted by the resllience of the busingss in withstanding a number
of significant trading and one-off events in the last 18 meonths, In October 2004, a fire at
our Bury St Edmunds factory disrupted production of our pickles and cooking sauce
products. We wera pleased to get the factory back into full producticn by the Easter

of 2005. In the spring, we were involved in a major product recall resulting from the
contamination of raw materials supplied to us, which contained the dye Sudan 1, and
which were used in & rangs of products manufactured by the Group. We regpanded

to this issue by taking & range of positive steps and initiatives to address the concerns
that affected the Group and the wider focd retall market. After a year's comprehensive
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Trading profit up

133%
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Investigation with full cooperation and assistance of Premier people, | can report that the
relevant authorities concluded to take no action against Premier, This supports the view

| explained at the time that Premier had always acted with integrity and that the issue
was Clearty a general industry concarn. [n addition, the business has responded strangly
to the challenges of unexpectedly lower sales in January 2005, excepticnally mild autumn
weather and significant levels of energy and utility cost inflation.

In addition to these issues we have sfignificantly extended cur Knighton factory to be able
to take on production of the Bird’s products acquired in February 2005 and launched new
Branston Beans in the final quarter to mitigate the risk to the business that the licence
under which we have marketed HP beans and pasta would not be renewed on its expiry
in March 2008.

Enhancing reporting to shareholders

The Group has again improved the extent and clarity of information provided to
sharehoiders. In this report in 2005, we have;

* provided an in-depth explanation of trading and financial performance, along
with background information for both new and existing investors in our revised
business review on pages 16 to 21;

* developed a cohesive and efficient approach to achieve the Group's corporate
governance objectives, as outlined cn pages 30 to 37;

* following a risk-based review of the Group's businesses during the year, explained
improvements in our approach to risk management, such as the establishment of
the risk review group on page 33;

= incorporated our principles of good corporate sccial responsibility within the objectives
of the risk review group to ensure we meet the operational and information reporting
chalienges facing the Group and other public companies, outlined on pages 34 to 37;

¢ reviewed the compoesiticn of the Board and our responsibilities to shareholders, explained
on pages 30 to 32 and

s explained our underlying remuneration principles and senior management incentive plans
in cur directors’ remuneration report on pages 38 to 44,

Outlook

Overall trading perforrmance for the year to the date of this report has been in line with
expectations. The trading environment remains highly competitive and energy related
inflationary pressura remains a concermn. However, we are confident that we will continue
to develop the business in line with our strategy, focusing on driving cur branded sales
growth whilst maintaining a tight contrel on our cost base.

Robert Schofield
Chief Executive
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The Branston story

Our approach to business challenges is different

and rapid! The factory fire at the end of 2004 and

the resulting public concern about its ability to buy
Branston in time for Christmas, reinforced our belief
that Branston as a brand, had a unique place in the
hearts of the British Nation! Renowned for its tangy,
sweet pickle and great taste, the brand had the ability
to grow even further. We are building on this by
modernising and stretching into new areas outside

its traditional base.

We've had a busy year with exciting innovations:
modern packaging for sweet pickle (new jar shape),
TV advertising for our squeezy range and a hugely
successful launch of a relish range (four exciting
flavours}, which gained brand leadership almost
immediately.

Further research showed that the brand could expand
even further and in the last quarter we successfully
entered the beans and pasta markets. An innovative
approach was needed for success: the project was
developed and launched in an amazing 11 week period.
New great tasting products were made and advertising
created and aired. We were s confident of our superior
guality that we even asked the Nation to vote for the
best tasting beans in our “Great British Bean Poll”.
750,000 votes were cast and Branstorr won with a
staggering 76%! Of course!

The brand has grown to over £28m in the year as
a result of bringing out the Branston!
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The Loyd Grossman story

Created and launched in 1995, the Loyd Grossman
brand provides inspiration for mealtimes everyday
in an ever increasing number of households.
Uncompromising in approach, this premium brand
has gained a reputation for raising the bar in taste
and quality — developing a very loyal following.
Keeping the momentum of recipe and flavour
innovation has been vital, with new seasonal
variations (pasta sauces) and product launches into
creamy ltalian sauces, pesto and chutney markets.
Each product has the look, tasie, aroma and unique
twist that you'd expect from Loyd Grossman.

Detailed understanding of our consumer base and
their lifestyles has enabled us to take our innovative
approach to food development into our consumer
communications. We tested some new ways of
introducing new people to our brand and used these
results to mould our advertising and sampling activities.

This enabled a further step-up in household penetration.
In 2005 we've seen the brand grow its household base
by 500,000, sales by 22% and market share t0 8.7%

— becoming the number 3 brand within the cooking
sauce market.

Loyd Grossman — Truly inspired eating!
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The Ambrosia story

We acquired the Ambrosia brand from Unilever at the
end of 2003 because we recognised it as an iconic
British brand, loved by consumers for its unique
creamy taste but in need of some nurturing to unlock
its real growth potential.

Since then we've been busy developing and investing in
the brand - modernising and redesigning the packaging
and launching new products (to target snacking and out
of home consumption) and putting the brand back on
TV for the first time in more than five years.

All of these plans and activities are underpinned by
an in-depth understanding of the brand — how people
engage with Ambrosia emotionally (it makes them
“feel good inside”), what unique properties it has

(its creamy, filling and comforting), its inherent
healthiness (low fat and a good source of calcium) —
so we're confident of delivering against our vision of
turning Ambrosia into an “everyday delictous dessert”.

Indeed we're already starting to see the results of all
this nurturing — last year we sold 12% more Ambrosia
than the previous year, our brand share was up 8%
and the number of households buying Ambrosia in
individual snack pots was up 12%.

It’s making me feel good inside!

11 Premier Foods plc Our strategy
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The Quorn story

Through the acquisition in June 2005 of Quorn we
are seeking to broaden the range of *healthy eating”
options that we offer to consumers in one of the
fastest growing food sectors.

Quorn products are unigue, containing our own special
ingredient called mycoprotein. Mycoprotein is low in fat,
high in fibre, has no cholesterol and is a great source
of quality protein. Quorn products have developed a
reputation for good taste, health, convenience and
nutrition. Now with over 80 great tasting ltines they are
no longer just eaten by vegetarians — in fact about 50%
of all purchases are by people who simply want to eat
more healthily.

Against this background, we have invested in getting
people to understand the benefits of the brand and to
taste it for themselves — through exciting new product
development, TV advertising and lots of sampling.

It seems that people are constantly surprised by
Quorn with 420,000 moere people buying the brand
this year, sales up 8% and the brand breaking the
£100m retail sales barrier.

Go on... “Try Quorn. It might surprise you!”



picture

14 Premier Foods plc




15 Premier Foods plc Our strategy

Operating efficiency

Underpinning our brand management skills is a
rigorous approach to cost control. The production
team is focused on plant optimisation, versatility as
part of risk management and efficiency improvements
in every aspect of what we do. Strategic capital
investment in projects supports these objectives

as well as seeking 1o improve our environmental
performance. The pursuit of ever more rapid
product changeover times allows us to react guickly
to peaks in demand supporting promotional activity
and provides the scale economies our strategy
demands.



Ambition to be

NO]

In the UK retail and
grocery foodservice
market
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Business review

Principal activities

Premigr Foods is a lkeading supplier of foods and beverages to the UK retail grocery

and foodservice markets, The Group manufactures a range of market leading branded
and own-label products in two primary segments — Grocery and Fresh Produce.

Within Grocery, the Group is organised around its Convenience Foods, Pickfes,

Sauces & Meat Free and Spreads, Desserts & Beverages product groupings. Our Fresh
Produce business comprises patato and fresh produce packing and marketing operations
supplying the retall, foodsenvice, food manufacturing and potato growing markets.

Background to the business

In the main, the UK food retail market is comprised of well-known maijor retailers and
smaller convenience stores. Whilst the smaller operations offer scme additional distribution
channels for our branded products the greater velume of sales comes from the major
retailers who stock our brands and their own branded products. The food retaill market is
highly competitive demanding consistent preduct quality and reliable supply whilst seeking
more competitive pricing and inncvative new products. Suppliers look te generate
econcmies of scale to reduce production costs to support promotional activity, investment
in building brand awareness with the consumer and new product development. We alsc
supply the food service, cash & carry and food manufacturing markets in the UK and &
small proportion of our sales are through exports.

In general, supply to the UK food retail market is influenced by macro-economic factors
such as consumer confidence, consumer price inflation, commaodity and utility prices and
sector wage inflation. A more detailed discussien cf the facters affecting our business can
be found on pages 33 tc 37.

We focus on growing our iconic British brands through preduct innovation and brand
extension supported by efficient manufacture and distribution. We categorise our brands
into “Drive”, “Core” and “Classic” depending on the potential growth of the brand.

This determines the leve! of consumer marketing, promotional investment and new
product development that we put behind each brand. Over time, it is our aim to increase
the share of total sales provided by our branded products to 75% of our Grocery sales.

We offer cur customers a detailled insight intc our consumers, reflected in our innovation,

a focus on service levels to ensure religble supply and competitive prices frem our low cost
base. This mix gives Premier a unique competitive position to manage the categories in
which we operate.

Operating review - continuing operations

2005 2004
£'m m

Sales
Grocery 683.4 5044 15.0%
Fresh Produce 106.3 150.3 {29.3%)
Total sales 789.7 744.7 6.0%
Trading profit* 108.4 95.7 13.3%
Amortisation ¢f intangibles (6.3} 2.8) 125.0%
Effect of change in pension assumptions - 34 -
Cperating profit before exceptional items 102.1 96.3 6.0%
Exceptional items (6.8) {15.7} {D6.7%)
Operating profit 95.3 80.6 18.2%

“Trading profit represents operating profit before exceptional tems, amertisation and the effect of changes in
pensicn assumptions
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in 2005, Premier has achieved another year of branded sales growth and improved
operating margins. In addition, we have strengthened our brand portfolic with

the acquisitions of Bird’s, Quom and Cauldron and the disposal of our Tea and
Jorker Fris businesses.

Our strategy is based upon growing the sales of our branded portfolio, whilst maintaining
the benefits derived frem also supplying retailer branded preducts and driving efficiency
improverments and cost reductions to improve our operating proftt marging. Ovarall,
continuing operations generated sales growth of 6%, based on 4 like-for-like growth in
Grocery of 2% and the streng contributions from Bird's and Quomn, which have been cfiset
by a weaker performance from our Fresh Froduce business. We increased the marketing
spend on our existing brand portfolio by £5.0m to £27.7m, of which £3.5rm was spent
during the fourth guarter of the year launching our new Branston Beans. This increased
marketing spend fuelled strong sales growth for our crive brands: Loyd Grossman

grew 22%, Branston 14% (excluding Branston Beans), Ambrosia 12% and Hartiey's 1%.
In addition, we spent £6.3m marketing the brands acquired in the year which helped to
generate pro forma year-on-year growth of 8% for Quorn and 9% for Cauidron.

Overall, we have been delighted by the resllience of the business in withstanding a
number of significant trading and one-off events in the last eighteen months. In October
2004, a fire at our Bury St Edmunds factory disrupted production of our pickles and
cocking sauce products. We were pleased to get the factory back into full production by
the Easter of 2005. In the spring, we were involved in a major product recall resulting from
the contarmination of raw materials supplied to us, which contained the dye Sudan 1, and
which were used in a range of products manufactured by the Group. We responded to
this issue with a number of initiatives to address the concerns that affected the Group and
the wider food production industry. In addftion, the business has responded strongly to the
challenges of the trading impact of an inventory overhang in January 2005, exceptionally
mild autumn weather and significant levels of energy and utility cost inflation.

picture




As we indicated at the time of our interim armouncement, sales for our potato business
were significantly lower than in 2004 as a result of lower market prices and volumes and
this continued during the second half of the year. During 2005, ws realigned the business
with its customer base through the acquisttion of the Gedney's fresh produce business and
adjusted the business’ cost base through the closure of two of its four remaining packing
facitities. This will ensure that we will enter 2006 as an efficient and competitive supplier of
a broad range of fresh preduce. Following the acquisition of Gedney’s we have renamed
this segment “Fresh Produce”,

In 2005, we conducted a strategic review of our Tea and Jorker Fris businesses and
concluded that the success and future competitiveness of those businesses could be
better served by alternative ownership and, accordingly, we disposed of the businesses

in October and December 2005 respectively. The net effect of acquisitions and disposals
during the year is an increase in the pro forma share of Grocery sales from branded
products of 6% to approximately 619%. Simultanecusly, we have fully Integrated Bird’s into
our business during the year and have made excellent progress on the integration of
Quorr and Cauldron over the second half.

Continuing operations — Grocery

2005 2004

£m £m
Sales 683.4 £594.4 15.0%
Like-for-like sales* 603.8 594 .4 1.6%
Trading profit 107.9 90.0 19.9%
Like-for-like trading profit 94.9 90.0 54%

"Like-for-ike represents results from continuing operations excluding results from acquisitions and disposals.

Convenience Foods, Pickles, Sauces and Meat-Free

2005 2004

N £m £m
Sales 396.7 3475 14.2%
Like-for-lke sales 3474 3475 (0.1%)
Trading profit 40.8 346 17.9%
L ike-for-like trading profit 34.3 34.6 (0.9%})

Sales in our Convenience Foods, Pickies, Sauces and Meat-Free product group has
demonstrated a resifent performance throughout 2005 with like-for-like sales of £347.1m
(2004 £347.5m} and like-for-like trading profit of £34.3m (2004; £34.6m). This product
group has seen strong growth in the Branston, excluding Branston Beans, (Up 14%) and
Loyd Grossman brands (up 22%), offset by lower sales from cur smaller, mature brands
and own label convenience foods. This parformance has been achieved despite the effect
of lower sales in January 2005 due to the high level of inventory on hand after the
Christmas 2004 trading period and the effect of & mild autumn which has particularly
affected the sales of “warming” soups and convenience meals. Like-for-like trading profit
was flat at £34.3m after spending an additional £3.5m on marketing for the launch of
Branston Beans and after absorbing significant cost inflation particularly in relation to
tin-plate and energy related utility costs.

18 Premier Foods plc Business review
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We have put significant efforts behind our Branston brand during the year. At the start of
the year, following the fire at our Bury St Edmunds factory in QOctober 2004, our primary
focus was on the rebuilding of production and distribution of the core Branston sweet and
sour pickle ranges. We launched a new range of Branston relishes in March 2005, which
achieved a category-leading position within two months of their launch. Finally, in October,
we launched a new range of Branston Beans and Pasta in anticipation of the expiry of our
HP ficence, which is due in March 2006. The launch has been extremely successful with
Brariston beans gaining a 7% valug market share within three months of launch.

In 2005, again following a period of rebuilding production and distribution after the Bury
St Edmunds fire, we extended our Loyd Grossman range to include Pesto and “Creamy”
sauces, which helped to consolidate Loyd Grossran as the third largest cooking sauce
brand in the UK. The continued strong growth in 2005 means that the Loyd Grossman
brand has now more than trebled in size over the last five years.

13 Premier Foods plc Business review
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Meat-Free

2005 2004
£m £m
Sales 49.6 -
Trading profit 6.5 -
o 2005 2004
Pro forma 12 menths m £m
Sales g9.8 92.7 7.7%
Trading profit 1.2 8.1 38.3%

™ "Meat-Free" includes Quom (28 weeks) and Cauldron (9 wesks) in 2005

Sales from the Meat-Free business have been included for the first time this year following
the acquisition of Marlow Foods {owner of the “Quorn” brand) in June and Cauldron in
October 2005. The combined business has generated sales of £49.6m and trading

profit of £6.5m.

On a pro forma basis, the Meat-Free business generated growth in sales and trading profit
of 7.7% to £99.8m (2004; £62.7m) and 38.3% to £11.2m {2004: £8.1m), respectively.
This performance is consistent with cur growth and profitability assumptions at the time of
acquisition and we believe the business is well positioned to capitalise on the growth in its
markets, which will result from the shift in consumer trends towards healthier eating and
provide a growth platform for the business.

Following these acquisitions, the Group'’s knowledge of and access 1o the vegetarian and
meat alternative markets is now unique amongst its competitors. Following the acquisition
of Quorn, we increased the marketing spend con the brand, with two additional bursts of
TV advertising, and increased the level of new product development to continue driving the
brand’s strong sales growth. During 2005 household penetration increased from 16.5% to
18.2%, equating to an additional 420,000 households now eating Quorm. The integration
of the Quorn and Cauldron businesses has proceeded well with the sales, marketing and
operations functions now fully integrated into Premier's management structures.

Spreads, Desserts and Beverages

2005 2004

&m £m
Sales 286.7 2469 16.1%
Like-for-like sales 256.7 2486.9 4.0%
Trading profit 67.1 55.4 21.1%
Like-for-like trading profit 60.6 55.4 9.4%

Qur Spreads, Desserts and Beverages product group has performed well. Total sales grew
by 16.1%, with like-for-like sales growth of 4% underpinning the additional sales from the
Bird's business which was acquired in February 2005. Like-for-like trading profit grew by
9.4% to £60.6m (2004; £55.4m) and total trading profit, including Bird's, grew by 21.1%
to £67.1m.

The like-for-like growth has been driven by Amibrosia with the introduction of new “fruit
layer” custard and rice, the growth of “snacking” formats and new own label contracts.
Sales for the acquired brands are in line with cur expectations at the time of the acquisition.

The transter of production of the Bird's and Angef Delight brands to our Knighton factory
was completed in December 2005. From the acquisition in February through to the
commissioning of the new lines in December, we incured additional costs as we sourced
production from Kraft. These costs ceased on the transfer of production and have been
treated as exceptional because of their non-recurring nature.
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Growth in sales for
Spreads, Desserts
and Beverages
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Fresh Produce

2005 2004

£m £m
Sales 106.3 150.3 (29.3%)
Like-for-ike sales 94.2 150.3 (37.3%)
Trading profit 0.5 57 (91.2%)
Like-for-like trading profit 04 5.7 (93.0%;)

Sales in our Fresf Produce business have reduced by 29.3% to £106.3m (2004: £150.3m)
and trading profit by 91.2% to £0.5m (2004: £5.7m). This result is disappointing, having
arisen as a result of the poor general trading environment, lower overall market prices and
the effect of contracts last at the end of 2004 as a result of supplier consolidation in this
category by the major multiple grocery retzilers. Following on from the initial phase of
operational restructuring in 2004, we have further reviewed the cost structure and packing
capacity of the business and have reduged its operating cost base through the closure of
twio of the remaining four packing facilities,

We have also realigned the business with its customers’ requirements through the
acquisition of the Gedney's fresh produce business in September 2005 which has widened
the fresh produce offering to our custorners. This ensured that we entered 2006 as an
efficient and cornpetitive supplier of a broad range of fresh produce.

Discontinued operations

2005 200
. — , km fm
Sales 77.2 152.1 (£9.29%)
Trading Profit 8.6 14.6 (41.1%)

On 30 October, the Group disposed of its tea business for £80.2m. On 7 Decermber, the
Group disposed of its Netherlands-based corvenience foods business, Jonker Fris,

for £4.4m. The resuits for these businesses during the period of our ownership in 2005
together with the profit or loss on disposal are presented as the result for 2005, net of tax
from discontinued operations. This total amount is compared with the resutts for these
businesses and our French spreads business Materne, which was disposed of in 2004,

Business outlook

Overall trading performance for the year to date has besn in ling with expectations.

The trading environment remains highly competitive and energy related inflationary
pressure remains a concern, However, we are confident that we will continue to develop
the business in line with our strategy, focusing on driving our branded sales growth whilst
retaining a tight contro! on our cost base.
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Financial review

For the first time, the annual results of the Group have been prepared in accordance with
Internaticnal Financial Reporting Standards as adopted by the Eurgpean Union (“IFRS™).
Woe have disclosed comparative financial information as reconciled to that formerty
presented under UK GAAP on our website, available at www.premierfoods.co.uk.

The impact of conversion to IFRS has had ne cash impact.

Since the publication of the interim results no further adjustments have been made to
the information previously disclased, other than to reflect the classification of resuits of
the continuing and discontinued operations of the Group. As explained in more detail
in note 10, on 30 October the Group disposed of its Tea business, followed by the
disposal of its Jonker Fris subsidiary on 7 December. In accordance with IFRS 5, the
results of hoth activities have been presented as discontinued operations for the entire
period of ownership in 2005 and 2004. For 2004, discontinued operations also includs
the resuits of Materne, our French spreads business sold in July 2004,

Income Statement - continuing operations

Sales

Sales generated by the Group’s continuing cperations increased by 6.0% to £78%.7m
(2004: £744.7m). The most significant components of this movement were the additional
sales arising from our acquisitions of Bird's, Quorn and Cauldron, offset by the reduction in
sales at MBM, our Potatoes business, as a result of weaker market pricing and the loss of
contract volume. Total Grocery sales increased by 15% to £683.4m), with like-for-like sales,
stated before the impact of acquisitions, increasing by 1.6% to £603.8m. This was the
result of the strong trading in the Grocery business in the fourth quarter, compared with the
weak trading in conditions experienced in January and an un-seascnally warm Autumn.

Acquisitions

In the current year, much progress has been achieved towards the full integration of each
of the brands and businesses acquired during 2005, and as such it s anticipated that
these businesses will continue to deliver incremental sales and profit at levels consistent
with the Group's expectations at the time of acquisiticn. In addition, we expect that the
transfer of production of Bird’s to our Knighton site that was completed in December 2005
will generate a level of incremental cost saving in line with the targets set at the time of its
acquisition. For the purpeses of comparability, we have presented the additional cost of
sourcing production from Kraft as exceplional costs during 2005 {see note 5).

For 2005, the contributions generated during the period of our ownership of Quorm

(29 weeks) and Cauldron (9 weeks) are in line with our expectations at the date of each
acquisition, with Quorn generating trading profit of £6.0m. Wa have integrated the Quormn
and Cauldron sales and marketing functions into existing Premier structures to maximise
the sales growth and profitability in our ownership of the leading two Meat-Free brands in
the market. We continue to consider actively opportunities to acguire new brands, based
on a strict set of strategic and financial criteria.

Gross profit

Gross profit for 2005 was £206.4m, an increase of 15.7% over 2004. On a like-for-like
basis total gress margins stated prior 1o Bird’s transitional manufacturing costs were
25.8%, up from 24.2% in 2004. This improvement primarily reflects the benefit of
significant capital investment in production efficiency, a reduction in depreciation chargsd
following a review of the estimated useful economic fife of cur assets and the write off of
assets damaged in the fire at our Bury St Edmunds factory supplemented by a strong
performance from our drive brands. The overall increase reflects this like-for-like
performance coupled with the strong gross profit margins of our acquisitions and the
effect of the dispesals of the Tea business and Jonker Fris.




18.2%

Growth in
operating profit
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Sefiing and distribution costs

Selling and distribution expenses were £73.7m for 2005, an increase of 16.2% compared
to 2004. On a total like-for-like basis, selling and distribution expenses decreased

by £1.0m, reflecting an increase of £5.0m on marketing spend relating to primarily our
Branstor Beans launch offset by logistics cost savings made within Grocery and

Fresh Produce.

Administrative costs

Administrative expenses were £39.8m in 2005, an increase of 6.4% compared to in 2004.
On a tetal like-for-like basis administrative expenses before amortisation and exceptional
items increased by £0.5m primarily due to the impact of share-based payment costs of
£1.1m offset by the rationalisation of property and other fixed costs in Fresh Produce of
£1.0m. Amortisation of intangible assets increased to £6.3m in 2005 (2004: £2.8m),
primarily due to the acquisitions of Bird’s and Quorn,

Cther operating income

Other operating income amounted to £2.4m comprising £0.9m of fair value movements
cn ongoing forward foreign exchange contracts and £1.8m of income under our business
interruption insurance in relation to the fire at Bury St Edmunds. Under IAS 39, changes in
the fair value of unsettled forward foreign exchange contracts that are not designated as
hedges are now recorded outside of cost of sales and are recorded as other operating
income or expense. The net economic impact remains the same.

Operating profit

Operating profit before excepticnal fterns for the continuing business was £102.1m for
2005, an increase of £5.8m, or 6.0%, compared to 2004, Operating profit after excepticnal
itemns increased by 18.2% tc £95.3m.

Exceptional items

Exceptional iterns are not explicitly addressed in IFRS. Accordingly the Group has defined
exceptional items as those items of financial significance to be disclosed separately,

in order to assist in understanding the financial performance achieved and in making
projections of future results, These items relate to events or circumstances that are
nen-recurring in nature. Exceptional items for the period reflect the aggregate effect

of a number of non-recurring events, resulting in a net expense of £6.8m compared to
£15.7m in the prior year. The principal elements of the charge for the current period relate
to the costs associated with the integration of the Bird’s businass, the rationalisation of our
cperations at MBM, the Sudan 1 product recall and the impact of the insurance claim for
the Bury St Edmunds fire (see note 5).

Pensions

Consistent with all public companies, the Group reviews actuarial assumptions used in
calculating its pension obligations on a regular basis. it is our objective 1o ensure that the
balance between the cash flow risk to the business and cur responsibilities to our current
and former employees is fully and regularly understood and that the impact of changes to
the compaosition of the business on our pension obligations is known in advance.

In this context, the Group monitors the scheme-specific demographic characteristics of
members, along with the discount rates, returns on equity, inflaticn and assumpticns about
the rate of future salary increases. As at 31 December 2005, on an |AS 19 “Employee
Benefits” basis, in aggregate the Group's pensions are in deficit (net of related deferred tax
asset) by £59.1m. We have revised the assumpticns used in determining the I1AS18 liabilities
to reflact changes in the economic environment and the scheme as at 31 Decemiyer 2005,
These assumptions, detailed in note 24, continue to be monitored an a regular basis.
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Interest

Interest payable for the business of £51.5m comprised net cash interest payable of
£42.4m, the write-off ¢f debt issuance costs arising on the re-negotiation of borrowings

in 2005 of £6.3m, the regular amortisation of debt issuance costs of £1.7m and the impact
of movements in the fair value of interest rate swaps of £1.1m.

The net interest payable of £43.5m, after interest income of £8.0m reprasents a significant
saving on the prior year cost of £78.3m. The saving is a consequence of the new financing
structure put in place at the time of the IPO in July 2004. At the time of the acquisition

of Marlow Foods in Jung 2005, the Group camied out a further re-financing exercise 10
fund the acquisition, its future investment prograrmmes and its ongoing working capital
requirements, This resuted in the write-off of £6.3m of un-amortised facility costs relating to
the previous structure, Facility costs relating to the new credit faciities totalled £5.6m and
are being amortised over the term of the new facilities. The Group continues to actively
raview the sources and cost of funds in the context of its short to medium-term investment
oppertunities with the intenticn of securing the lowest cest of financing for the level

of gearing.

Taxation

The tax charge and sffective rate of tax for continuing operations were £14.9m and 28.8%
respectively, broadly in line with the rate anticipated for the full year. The underlying cash
rate of tax paid for 2005 is 24%, reflecting the deductibility of goodwill arising on certain
acquisitions and the acceleration of benefits avallable through ongoing capital expenditure
programmes. Under IFRS, 1t is anticipated that the effect of an ongoing investment
programme will be to maintain the effective cash rate of tax within a range of 25-26% in
the medium term, with movemants in deferred tax adjusting the income statement effective
rate of tax to the UK statutory rate.

Discontinued operations

The Group continues to actively moniter the ongoing operational performance and
strategic positioning of al its brands and product categeries. As a result of this process,
on 30 October 2005, the Group sold its Tea business to Apeejay Tea International for
consideration of £80.2m and sold its Netherlands-based convenience foods busingss,
Jonker Fris, to NPM on 7 December 2005 for consideration of £4.4m.

It aggregate, the Group recorded a profit on disposal of these businessas of £40.9m,
a result that reflected the best value avalable to the Group. This profit, combined with
the operating profits earned by each of the businesses during the Group's period of
ownership (net of taxeas), has been recorded as the result of discontinued operations
in the income statement.

Earnings per share

Based cn owr performance for the year, basic earnings per share were 34.0p (2004: 9.9p).
In accordance with IFRS and as a reflection of the impact of disposals in the vear, basic
earnings per share from continuing and discontinued operations were 15.0p per share
{2004 1.5p) and 19.0p per share (2004: 8.4p) respectively, significantly 2head of the

prior year.

Dividend

Consistent with our stated dividend policy, on 7 March 2006 the Board recommended

a final dividend of 9.50p per ordinary share (2004: 8.00p), resulting in a total dividend

for 2005 of 14.25p per ordinary share. The final dividend payment, which totals £23.5m,

is payable in July 2006. Under IFRS final dividends ars recorded in the financial statements
in the period in which they are declared.




19.0p

Eamings
per share — continuing
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Cash flow and borrowings

In the year, the Group’s net borrowings increased from £370.3m fo £572.1m.

After a cash inflow from cperations of £73.9m, the primary compcnents of the net
outflow were acquisition cash flows (including repayment of Marlow Foods debt), net of
disposals, of £194.2m, ongeing net capital expenditure of £36.2m, dividends of £33.8m
and debt issuance costs of £5.6m.

Net cash generated by operating activities of £73.9m in 2005 compares with £28.5m in
2004, primarily reflecting an improvement in operating profit of £14.7m and a reduction
of £23.1m in net interest payable.

Acquisition cash flows (including repayment of Marlow Foods debt) of £275.8m consist
of the consideration and associated transaction costs of £72.1m, £172.0m and £27.1m
for the purchase of Bird’s, Marlow Foods and Cauifdrorn within Grocery and £4.6m for
Gedney's within Fresh Produce. The total consideration for Marlow Foods included £3.2m
of acquisition related costs and included a payment of a cash sum of £118.6m {net of
cash acquired), assumed borrowings of £63.4m and £4.1m of loan notes.

Capital expenditure

The Group operates a capital expenditure programme that is monitored within pre-defined
financial targets, related to the performance of the Group, operating efficiency and growth
characteristics of each investment. In 2005, the Group incurred net capital expenditure
totalling £36.2m in relation to ongeing and acquired businesses. This was in addition to
the re-build of our Bury St. Edmunds plant. This figure includes acquisition related capital
expenditure of £6.0m spent on the relocation of Bird's production to cur Knighton factory.
We continue to review the capital demands of the business and consider the expenditure
for 2005 te reflect a level of spend slightly ahead of our ongoing target level, as a result of
a combination of recurring and non-recurring investment requirements.

Impact of IFRS

The consolidzated financial statements of the Group are presented in accordance with
IFRS. The Group has satisfactorily completed its conversion to IFRS. The impact on
eamnings has been limited to the accounting for the Group's foreign exchange and interest
rate swaps, the amortisation of intangibles, pension accounting, accruals for employee
incentive awards and deferred tax. There have also been a number of presentational
changes to the income statement and balance sheet, but there hag been no cash impact
arising from any of these adjustments. IFRS will form the basis for all of our financial
communications in the future.

Following our transiticn to IFRS, the Group conducted a review of the useful economic
lives and residual values of its property, plant and equipment. As a consequence, and
hased upon independent valuation advice, we have revised the weighted average ussful
lives of our assets upwards, with the effect of reducing our current year and ongoing
depreciation charge by £3.0m-£3.6m annually.

Paul Thomas
Finance Director




Board of Directors & Senior Management

Executive Directors

picture

Robert John Schofield Aged 54

Joined the Group in 2001 taking responsibiity for its
brancied business. He was appointed Chief Executive
in January 2002, Robert Schofield has extensive
manufacturing and operational experience gained at
United Bisouits plc where he ultimately served as
Managing Director of United Biscuits UK, directing
both the McVities and KP Foods businesses,

Non-executive Directors

picture

Paul Thomas Aged 50

Jeined the Group in 2002 as Finance Director. Prior t©
this he served as Finance Cirector of Coors Brewers
{formerly Bass Brewers). Previously, he was the Director
of Planning and Business Development in the retail
division of Grand Metropolitan ple. He is a Chartered
Accountart.

picture

picture

picture

David Kappler Aged 53

Joined the Group on fiotation in 2004 as Chaimman,
David Kappler was previously Finance Director of
Cadbury Schweppes ple. He is a Chartered
Management Accountant and is curently a
non-executive director of HMV Group ple,

Shire Pharmaceuticals Group plc and Intercontinental
Hotels Group plc.

David Felwick CBE Aged 61

Joined the Group on fiotation in 2004. Prior to this he
was Deputy Chairman of the John Lewis Partnership
and Chairman of the British Retail Consortiurn. He was
praviously Managing Director of Waitrose and is currently
Chairman of Product of the Year Ltd, and Leckford
Estate td,

picture

picture

tan McHoul Aged 46

Joined the Group on flotation in 2004 and is currently
the Group Finance Director of Scottish & Newcastle plc.
He was pravicusly the Finance and Strategy Director of
the Inntreprenewr Pub Company Umited and pidr 10
that he spent 10 years with Courage Uimited and its
parent company Foster's Brewing Group in a variety

of roles. Mr McHoul is a Chartered Accountant.

26 Premier Foods ple

lan Ramsay Aged 66

Joined the Group on fiotation in 2004, Mr Ramsey
was formery President of European Operaticns and
President of Europe, Africa and the Middle East at
Bestfoods Europe. Prior {0 ihis, he was Senior Vice
President of Finance and Human Resources.

Sharon Hintze Aged 61

Joined the Group on flotation in 2004, she is currently

a non-executive director of HSBC Holdings plc and &
trustee of the Society of Genealogists. She was formerty
a non-executive director of Safeway plc and Senior Vice
President responsible for the Petcare strategic business
uniit at Nestie S4 in Switzedand. Prior to this Miss Hintze
worked for Mars Incorporated and a number of its
subsidianes in the United States, the United Kingdom
and Switzerland.




Senior Management

picture

picture

picture

Howard Beveridge Aged 45

Joined the Group in 2002 as Group Marketing Director
before becoming Commercial Director in 2004, Prior to
this, he held senior marketing rofes at Barclaycard,
BUPA Hospitals and with a number of manufacturing
companiss including Tube Investments, Cadbury
Schweppes and United Biscuits.

Stephen Bolton Aged 41

Joined the Group in 2002 as Commercial Director.
Pricr o this, Mr Bolton served as Marketing Director
at Jeyes UK Ltd. His early marketing and commercial
maragemert Garsar included periods with Philips,
Sara Lee and Addis Housewares.

picture

picture

lan Croxford Aged 48

Joined the Group in 2003 as Group Operations Director.

Prior to that, he served as the Managing Director for
John Dewar's Whisky, a former subsidiary of Diageo.
Previously, he held senior managament roles in
Associated British Foods, Aflied Lyons and Tate & Lyle.

Andrew Astin 49

Joined the Group as Company Secratary in 2005,
Heis a Law graduate and experienced Chartered
Secretary who has worked for a number of FTSE 100
companies ether directly or as a consultant during the
past 25 vears.
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lan York Aged 46

Joined the Group in 1994 as General Sales Manager
for the Canned Foods division. He now has
responsipility for all UK sales activities throughout the
business having been appointed Group Sales Director
in 2001. Previously, Mr York held a variety of positions
in the UK grocery market with Quaker Oats Ltd.,
Associated British Foods and Blue Crest.




Directors’ report

The directors have pleasure in presenting the report and financial
staterments of Premier Foods plc and its subsidiaries for the year ended
31 December 2005,

Principal activities

Premier Foods plc is a public Imited company incorporated in England,
registerad number 5160050, with its registered office at Premier House,
Centrium Business Park, Griffiths Way, St Albans, AL1 2RE.

Detalls of its principal activities can be found on page 18.
Business review

The Chairman’s statement on pages 2 and 3, the Chief Executive’s
surnmary on pages 4 and 5 and the Business review on pages 16

10 21 provide a review of the business during the year and possible
Tulure developments.

Financial statements
The audited financial staiements are presented con pages 46 to 83.
Profit and dividend

The profit on ordinary activities before tax for the year ended

31 December 2005 was £51.8m (2004: £2.3m). The directors ars
recomnmending a final dividend of 3.50p per share for the year endec

31 December 2005, Subject to shareholders’ approval, the final dividend
will be paid on 7 July 2006 to mambers on the register as at & June 2006.

Shares

During the year, the ordinary share capital of the Company was increased
fo 247,841,161 ordinary shares of 1p each, allotted as a result of the
exercise of options under the Company’s share schemes. Detalls of share
movements during the year are set out in note 25 to the financial
staterments on page 73. The Company has authority from shareholders to
repurchase up to 10% of its own shares, This authority was not used during
the year to 31 December 2005, nor in the pericd up to the publication of
this report. The Board intends however t¢ seek shareholder approval to
renew this authority at the Annual General Meeting.

Research and development

Research and development costs of £1.5m were incurred in continuing
operations during the vear, relaling to salaries paid in the new-product
development division.

Land and buildings

The directors are of the opinion that there is no significant difference
between the book and market value of the land and buildings of the Group.

Donations

No donations were made 1o political parties. Details of charitable donations
can be found on page 37.

Directors

The present directors of the Company are listed on page 30 of the
corporate governance report. On 26 May 2005 both Mr Lyndon Lea
andg Mr George Sewell resigned their directorships.

Details of the interests in the share capital of the Company of the directors
in office as at 31 December 2005 are set out on page 42 of the directors’
remuneration report,
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Directors’ responsibilities

The directors are required to prepare financial statements for each financial
year which give a true and fair view of the state of affairs of the Company and
the Group as at the end of the financial year and of the profit or loss, total
recognised income and expense and cash flows of the Group for that period.
The directors confirm that appropriate accounting policies have beaen used
and applied consistently, and reasonable and prudent judgements and
astimates have been made in the preparation of the financial statements

for the year ended 31 December 2005. The directors are required to prepare
the financial statements on a going concern basis, unless inappropriate to
presume that the Group will continue in the business, and have been properly
prepared in accordance with the Companies Act 1985, and all applicable
accounting standards have been followed. The directors are responsible for
maintaining adequate accounting records that disclose with reasonable
accwragcy at any time, the financial position of the Company and the Group as
to enabla them to ensure that the financial staternents comply with the
Companies Act 1985, They are also responsibile for safeguarding the assets
of the Company and the Group and hence for taking reascnable steps to
prevent and detect fraud and other irregularities.

The directors of the Group have taken all necessary steps to ensure that
the Group's auditors are aware of all relevant information and none of the
directors are aware of any relevant information that bas not been disclosed
to the Group's auditors. The directors are responsible for maintaining the
integrity of financial information which includes the Annual Report, together
with other financial statements, presentations and announcements on the
Group's website www.premierfoods.co.uk. Legislation in the UK concerning
the preparation and disseminaticn of financial statements may differ from
legislation in other jurisdictions.

Directors’ indemnities

Article 225 of the Company's Articles of Assccialion provides that every
director, shall ba entitled to be indemnified out of the assets of the
Company against all costs, charges, losses, expenses and lizbilities incurred
ty hin in the actual or purported execution and/or discharge of his duties
ancd/or the exercise or purported exercise of his powers and/or otherwise
in refation to or in connection with his duties, powers or office including
{without prejudice to the generality of the foregoing) any liahility incurred by
him in defending any proceedings, civil or criminal, which relate to anything
done or omitted or alleged to have been done or omitted by him as an
officer of the Company and in which decree or judgment is given in his
favour or in which he is acguitted or in connecticn with any applicaticn
under any statute for relief from ability in respect of any such act or
omission in which relief is granted to him Dy the Court.

Substantial shareholdings

As at 20 March 2008, the Company has been notified, in accordance with
sections 198 to 208 of the Companies Act 1885, of the following interests
in the orginary shares of the Company:

Number of

% of issued
Natification received from ordinary shares share capital
AXA Investment Managers UK Ltd 22,949,354 9.26%
Standard Life Investments (UK} 34,215,476 13.81%
Fidelity International Limited 7,194,851 2.90%
L.egal & General Group plc 12,469,549 5.03%
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Empleyment policies

A summary of the Group’s employment policies is set out on in the
corporate soclal responsibility report on page 34.

Creditor payment policy

Premier Foods plc is a holding company and had no amounts owing
to trade creditors at 31 Decemnber 2005. The Group's creditor days
outstanding at 31 December 2005 were 64 days {2004: 59 days) of
purchases, based on the ratio of Group trade creditors at the end of
the year to the amounts invoiced during the year by trade creditors.

The Group has a variety of payment terms with suppliers. Payment
terms for purchases under major contracts are agreed as per the
contract negotiators.

Post balance sheet events
There are no post balance sheet events.
Auditors

PricewaterhouseCoopers LLP has indicated its wilingness 1o continue as
auditors, accordingly a rasolution to reappeint them will be proposed at the
forthcoming AGM in accordance with section 385 of the Companies Act
1985. The reappaintment of PricewaterhouseCoopers LLP has been
approved by the Audit Committes, wha will alse be responsible for
determining their audit fee on behalf of the directors.

Going concern

The directors are satisfied that the Company and the Group have adeguate
resources 1o continue in cperational existence for the foreseeable future.
For this reason they continug to adopt the going concern basis in preparing
the accounts.

Annual General Meeting business

The Annual General Meeting of the Company will be held at Haberdashers'
Hall, 18 West Smithiield, London EC1A SHQ on Thursday 11 May 2006

at 12.00 noon. The Notice convening the AGM appears on page 89,
together with details of the business to be considered, and full explanations
of each resolution that is bgj 0sed.

Andrew Astin

Company Secretary
Prernier Foods plc
Prermigr House
Centrium Business Park
Griffiths Way

St Albans

Hertfardshire AL1 2RE

Registared in England No. 5160050
7 March 2006
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Corporate governance

Corporate governance

The Board recognises the value of good corporate governance not only in the areas of acccuntability and risk management but also as a positive
contribution to business prosperity, The Board believes in conducting the Group's affairs in a fair and transparent manner and in maintaining the
highest ethical standards in its business dealings.

Compliance statement

This report set out on pages 30 to 37 describes how the Group has applied the principles of good corporate governance as set out in section 1 of the
Combined Code on Corperate Governance issued by the Financial Reporting Council in July 2003 (the “Combined Code™. In respect of the pericd from
1 January 2005 to 31 December 2005, the Board considers that the Group has complied with the provisions set out in the Combined Code.

The Board

Board structure

The Board consists of a non-executive Chalrman, two executive directors and four non-executive directors. In accordance with the Combined
Code, separate individuais, David Kappler and Robert Schofield, have been appcinted 1o the positions of Chairman and Chief Executive respectively.
David Felwick has heen appointad the senior independent diractar.

The Board considars that all the non-executive directors are independent in character and judgement and within the definition of this term in the Cornbined
Code. The Combined Code states that the test of independence is not appropriate in refation o the Chairman.

The Chairman and the non-executive directors contribute external expertise and experience in areas of importance te the Group such as marketing,
customer and consumer focus, corporate finance, general finance and corporate governance. They aiso contribule indepandent challenge and rigour
to the Board's delibarations.

Directors and therr interests
The following directors hald office during the year ended 31 Decamber 2005:

Designéuon Appcrntedid. . EQWT
David Kappler, Chairman 19 July 2004

Robert Schofield, Chief Executive 22 dune 2004

Paul Thomas, Finance Director 22 June 2004

David Felwick CBE, senior independent director 19 July 2004

Sharon Hintze, non-executive director 19 July 2004

Lyndon Lea, non-executive director 22 June 2004 26 May 2005
lan McHoul, non-executive director 19 July 2004

lan Ramsay, non-axecutive director 19 July 2004

George Sewsll, non-executive director 19 July 2004 26 May 2005

Details of the directors’ service contracts, emoluments, the interests of the directors and their immediate families in the share capital of the Company and
options to subscribe for shares in the Company are shown in the directors’ remuneration report on pages 42 to 44.

Operation of the Board

The Board is responsible for the overall management of the Group and has an agreed schedule of matters reserved to it, which includes setting long-term
strategic and commercial chiectives, approval of annual operating and capital budgets, dividend policy, averseeing the Groug's internal contral systems
and ensuring that appropriate resources are in place to enable the Group 10 meet its cbjectives.

The Board normally meets at least six times in each calendar year and also meets on other occasions as necessary. Meetings are usually held at the
Company's head office, in 5t Abans, but the meetings also provide an opportunity for the Board as a whols to visit the Group's operating facilities.
Detais of the number of Board and Committee meetings and the attendance at those meetings is set out on page 31.

The Chairman is primartly responsible for the workings of the Board, and sets the agendas In consuttation with the Chief Executive and Company
Secretary. Board papers, including copies of the minutes of Committee meetings held since the previous Board meeting, are circulated in advance
of each meeting. The Chairman periodically holds mestings with the non-executive directors without the executive directors present.

The Chief Execulive has overall responsibility for the executive management of the Group and for implementing Board strategy and policy within the
approved budgets and tmescales. The Chief Executive is supported by the Finance Director and Operations Board, which consists of the senior
axecLtives who head up the Group’s principal operations.

The Chairman, David Kappler, is currently a non-executive director of HMV Group ple, Shire Pharmaceuticals Group plc and Intercontinental Hotels
Group plc. The Board of Premier Foods ple is satisfied that these appointments do not conflict with the Chairman'’s ability to carry out his duties and
responsibilities effectively for the Group. The biographies of the directors and members of the senior management team appear on pages 26 and 27.

Procedures are in place which allow directors 10 take independent professional advice in the course of their duties, and all directors have access 1o the
advice and services of the Company Secretary, and where a director has a concern over any unrescived business he is entitied 1o require the Company
Secretary to minute that concern. Should he later resign over this issue, the Chairman will bring it to the attention of the Board.

The company purchases directors’ and officers’ liability and indermnity insurance to cover its directors and officers against the costs of defanding
themselves in civil proceedings taken against them in that capacity and in respect of damages resulting from the unsuccessful defence of any proceedings
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Meetings

The following table sets out the number of meetings of the Board and its Committees and individual attendances thereat during the financial year to

31 December 2005. In addition to the meetings detailed below, ad hoc Committees of the Board are convened for specific purposes from tima to time.
{"Denotes attendance by invitation.)

Group Board Rernunaration Nomination Auicht
Number of meetings held 7 5 2 5
David Kappler 7 3 2 4*
Robert Schofield 7 2" 1" 2"
Paul Thomas 7 2" 1" 5°
David Felwick CBE 3] 5 2 4
Sharon Hintze 8 4 1 3
lan McHoul 7 2 2 5
ian Ramsay 8 5 2 1"

Both Mr Lyndon Lea and Mr Gecrge Sewell who resigned on 26 May 2005 attended one Board meeting and one meeting of each of the Committees
during 2005.

Directors’ interests in contracts
No director had a material interest at any time during the year in any contract of significance, other than a service contract (see directors’ remuneration
report an pages 38 to 44}, with the Company or any of #s subsidiary undertakings.

Remuneration
The remuneration report, providing a statement on the Company's palicy on directors’ and senior managers’ remuneration, benefits, share scheme
entittements and pension arrangements is set out on pages 38 to 44,

The remuneration report sets out the status of the Company’s compliance with the requirements of the Combined Code with regard 1o
remuneration mattars,

Reappointment
The Company’s Articles of Association require directors appeinted by the Board during the year fo retire and, if agreed, offer themselves for reappoirtment
at the first AGM following their appointment,

There s also a process of rotation which ensures that no director holds office for more than three years without being reappointed at an Annual General
Maeting (AGM) and also that at least one-third of directors will be required to retire and seek reappeintment at each subsequent AGM. Consaguently
David Kappler, Sharon Hintze and tan Ramsay offer themselves for re-election at the AGM to be held on 11 May 2006. The Nomination Committee has
formally reviewed the performance, contribution and commitment of each of the above named directors retiring by rotation and has recommended their
appeintment to the Board.

Board Committees

The Board has established an effective Committee structure to assist in the discharge of its responsibilities, The terms of reference of these Committees
comply with the provisions of the Combined Code and are available for inspection on the Company's website, www. premierfoods.co.uk.

Audit Committes

lan McHoul ¢hairs the Audit Committse. Its other members are David Felwick and Sharon Hintze, who replaced George Sewell after his resignation on
26 May 2005. Only independent non-executive direclors who have no links with external auciitors may serve on the Committes. One member of the
Committee, lan McHoul, has been identified by the Board as having recent and relevant financial experience. The Audit Commiftee is scheduled to mest
at least four times a year and will meet the internal and external auditors at least twice a year without the executive directors present.

The Audit Comimittee is responsible for making recommendations to the Board on the appointment of the external auditors and their remuneration, for
reviewing the acceounting principles, policies and practices adopted in the preparation of the imerim and annual accounts and reviewing the scops and
findings of the audit. The Committes assists the Board in achisving its obligations under the Combined Code in areas of risk management and internal
control, focusing particularly on compliance with legal requirements, accounting standards and the Listing Rules, and that an effective system of internal
financial and non-financial controls is maintained. The ultimate responsibility for reviewing and approving the annual report and accounts remains with
the Board.

The Committee will keep under review the extarnal auditors’ independence including any non-audit services that are 1o be provided by the external
auditors. The auditors are also requeastad to confirm their independence at least annually. A formal policy has been developed and implemented, which
ensures lhat the nature of the advice to be provided could not impair the objectivity of the externat auditors’ opinion on the Group's financial statements.
The pelicy incorporates a fee limit, above which a formal tender pracess must be undertaken and approval of the Committee obtained prior to any
proposed appointment. Additionally, the use of delegated autherities to appoint the external auditors is routinely reported to the Committes.
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The Audit Committee will also monitor and review the effectiveness of the internal audit department and ensure that it is adequately resourced to perform
its duties.

The Committee has approved a formal Whistle-blowing policy whereby staff may, in confidence, disclose issues of concern about possible malpractice or
wrongdaings by the Company or any of its employees without fear of reprisal. This includes arrangements to investigate such matters and for appropriate
follow-up action.

Remuneration Committee

The Remuneration Committee is chaired by David Felwick. The other members of the Committee are Sharon Hintze and lan Ramsay. Only independent,
non-executive directors may serve on the Committee. The Chairman and Chief Executive attend Remuneration Committes meetings at the invitation of the
Committee Chairman. The Remuneration Committee will normally meet at lsast twice a year.

The Remuneration Committee has responsibility for making recommendations to the Beard on the Company's policy on rermuneration of executive
directors and senior managers and for determining, within agreed terms of reference, specific remuneration packages for each of the Chairman, the
executive directors of the Company and such members of senior management as it is delegated 1o consider, including pension rights: any compensation
payments; and the implementation of executive incentive schemes. In accordance with the Committea’s terms of reference, no director may participate in
discussions refating to their own terms and conditions of service or remuneration.

Further information an the activities of the Remuneration Committee is set out in the directors’ remuneration report on pages 38 to 44.

The directors’ remuneration repert sets out the stalus of the Company's compfiance with the reguirements of the Combined Code with regard to
remuneration matiers and includes a statement on the Company’s palicy on directors’ and senior managers’ remuneration, benefits, share scheme
entitlements and pensicn arrangements set out on pages 38 to 44. A resoluticn 10 approve the directors’ remuneration report will be proposed at the
forthcoming AGM.

Nomination Committee

The Nomination Committes is chaired by David Kapgler, and its other members are lan McHoul, David Felwick and lan Ramsay. David Kappler wil
not chair the Committee when it is dealing with a successer to the Chairmanship of the Company. The Commitlee, which wil normally meet not less
than twice a year, has responsibility for consiclering the size, structure and composition of the Board of the Company, retirements and appointments
of addftional and replacement directors and making appropriate recommencdations 5o as to maintain an appropriate balance of skills and experience
on the Board.

During 2005, the Nomination Committee established a process for Board appointments that # considers to be formal, rigorous and transparent.
This process includes a review of the skills, experience and knowledge of the existing directors, to assess which of the potential shortlisted candidates
would most benefit the balance of the Board having regardt also to the need for succession planning.

The terms of appeintment for the non-executive directors are available for inspection on the Company’s website www.gremierfocds.co.uk.

Parformance and effectiveness reviews
In 2005, the Beard infroduced a system of performance evaluation of itseff and its Committees combined with individual performance evaluation as
described below:

# The Chairman appraises the Chief Executive annually.

+ The Chairman is appraised by all Board colleagues through an effectiveness review process. Additionally, the senior non-executive director meets with
all the non-executive directors 1o discuss the performance of the Chairman.

* The Chairmen of the Audit and Remuneration Committees are appraised annually as part of the Committee effectiveness review procass and any
non-executive directors due for re-election at the following Annual General Mesting are appraised initially by the Chairman, and thereafter their suitability
for re-glection is confirmed by the Nominations Committee pricr 10 those non-executive directors offering themselves for re-election.

The senior management are formally appraised annually by the Chief Executive, who also appraises the Finance Director.
Shareholders

Relations with shareholders
The Board recognises that its primary role is to represent and promaote the interests of its shareholders, and that it is accountalle to shareholders for the
performance and activities of the Gompany.

The interim and annual reports remain the primary means of communicating with the Company’s sharehalders, and the Group's webstte,
www.premierfoods.co.uk, contains the full text of such reports, togsther with Stack Exchange Announcements, after their release to the market.

The Company wil announce its results on a half-yearly basis. Presentations will be made to analysts and major sharehelders following the release of the
interim and year-end results. The Chief Executive and Finance Director are also available to meet with shareholders during the year. The Chaimnan and,
if appropriate, the senior independent director are available o discuss issues and concerns of shareholders. Shareholders are also provided with the
oppertunity to ask questions of the Board, inclucing the Chairmen of the various Committees, and to present their views at the Annual General Meeting.

Notice of the Annual General Meeting, together with the Annual Repart and Accounts, is sent 10 shareholders at least 20 waorking days before the mesting,
and details of the proxy votes for and against each resolution are announced after the result of the vote on the show of hands.
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Internal control

The Board has overall respensibility for the Group’s systems of internal control, for reviewing its effectiveness and ensuring that there is a process in
accordance with the guidelines laid down by the Turmbull report 1o identify, evaluate and manage the significant risks that may effect the achievement
of the Group’s strategic abjectives.

The Board has delegated day to day responsibiiity for reviewing the Group’s system of internal control and for regularly monitoring its effectiveness to the
Audit Committee. The principal aim of the system of internal controls is to provide an ongoing process that identifies, evaluates and manages the risks that
are signfficant in refation to the fulfilment of the Group's business objectives. The internal contral systems have been designed to manage rather than to
eliminate risk and can provide only reasonable, and not absolute, assurance against material misstatement or loss.

The Board and Audit Committes have, throughout the year, reviewed the effectiveness of the internal control system including financial, operational,
compliance control and risk management in accordance with the revised Code for the year to 31 December 2005.

Following last year's decision to establish an internal audit department, a Head of Internal Audit was appointed at the start of 2005, The principal role of the
department is to review the effactiveness of the controls operating within the business by undertaking an agreed schedule of independent audits each year,
The nature and scope of this annual audit programme is determined by the Audit Committee at the beginning of each calendar year and may be revised
from time to time i circumstances such as the acquisition or disposal of a business or any other significant business devslopment.

The findings of these risk-based audits are reperted initially 1o executive management and any necessary corrective actions are agreed. Summaries of
thase reporls are presented 10, and discussed with, the Audit Committee along with detalls of progress against action plans as appropriate. In addition

10 the internal audit programme, senior business managers are regired to complete internal control questionnaires confirming the operation of internal
controls within the business units, for which they are responsible throughout the year or from the date of acquisition, if this was during the year. The results
of this exercise, which also details any material control breakdowns, to the axtent that they have occurred, is reviewed by the Board.

Curing the year, a comprehensive risk review exercise was undertaken across the business (including Marlow Foods, post its acquisition), invalving
individual members of the Operations Board and their management teams. The review was co-ordinated by the Head of Internal Audit and categorised
any identified risks according te the potential impact on the business and tkelihood of occurrence. At the same time, any further actions reguired to
mitigate the risks were identified.

The findings of the review were initially considered and verified by the Operations Board which then established a special-purpese working group of
senior managers with responsibility for ensuring that progress and focus is maintained on Implementing agreed actions and any future emerging risks are
identifisd. This risk review group meets quarterly and is chaired by Paul Thomas, the Group Finance Director. Progress against action plans and key
performance indicators are reviewed by the Operations Board on a menthly basis. These inciude social, environmental and ethical risks (see alsc page 34
which details our approach to corporate social responsibility).

Risk management

The Board is ultimately responsible for ensuring that key operational risks are effectively managed. The Board has considered and approved the risk
management policy and risk appetite of the Company and has delegated the regular review of these risks 1o the Audit Committes. The Board annually
reviews the top 10 operational risks of the Company, but delegates day-to-day responsibility for risk managernent to the Operations Board.

Through its normal business operaticns, the Group is exposed to a number of commercial risks and uncertainties which could impagt on the results of
the Group.

Customers and consumers
The Group operates in @ highly competitive consumer market. Its ability to compete effectively will reguire the successful sales and marketing of its existing
products, new product development and innovation and cost raticnalisation.

New product development takes into account changing trends in consumer preferences, including dietary and nutritional concerns. Market factors ang
ihe need 1o develop and provide modified or alternative products mey increase costs, and either or both of these factors may adversely affect the resutt
of operations.

The consumer market in which the Group operates is not normally subject to the volatility in purchasing decision making that is experienced in other
consumer goods markets, however, the demand for convenience foods can be influenced by such things as weather, including changes in the prevailing
average monthly ternperatures,

Our products

The Group owns a number of popular UK domestic brands, and brand name recognition is a key factor in the success of many of these products.
There will be a need to monitor closely all various trademarks, whether registered or not, to ensure the apprepriate level of protection for current needs,
whilst at the sarme time anticipating any future strategies.

Raw materials

The prices of raw materials used in the business are affected by armong other things, the agricuttural policies of the UK Government and of the Eurcpean
Union. A portion of the raw materials used are fraded as commadity products, the prices of which are subject to a number of factors that are not in

our cordrol.

Movement in the price levels of these raw materials has in the past had, and may in the future have, a corresponding impact on finished product cost.
Any failure to pass through price increases may adversely affect the Group's financial performance.
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Regulations

Past and present business cperations, and particularly those associated with the manufacture of preducts intended for human consumption, are subject
to a broad range of environmental laws and regulations as a result of which, exposure to enviranmental costs and liabilties, including those associated
with divested assets and past activities, may arise. Future regulatory developments may increase such costs and liabilities and could have an adverse
affect on operaticnal resufts,

As a manufacturer of products inrtended for human consumption we are subject to extensive regulation from the United Kingdom, and the Eurcpean
Unicn. Medffications to existing legiskation and/or regulation and the introcuction of new legislative and regulatory initiatives may affect our operations
and the conduct of our business.

Treasury

The Group's current levels of bank batrowings requires a significant portion of cash flow generated to service this debt. This may make it difficult for the
Group 1o pursue its business strategy, and this debt level may limit ability to react t¢ changing market conditicns, changes in the business and changes
in tha industry in which we operate.

Because raw materials are sourced from around the world and products are exported to various countries, the Group's financial position and results
of operations are subject 1o currency transaction risk. Although we manage against this exposure 1o currency rate fuciuations, sustained rovernent
in exchange rates affects the results of operations.

Pensions
Pension expenses are based on actuarial assumptions which have been revised as al 31 December 2005, and are set out in note 24 1o the financial
statements. The market value of the pension assets could decline and a change in assumptions could affect these pansion costs.

Corporate social responsibility

As one of the largest food producers in the UK, the Group is committed 10 managing its business in a socially responsible manner. 1 belisves strongly that
to grow and be profitable it must work actively to develop sustainable relationships with its various stakeholders, comprising shareholders, employess,
suppliers, customers, consumers and the wider communities in which it cperates.

The Board is collectively responsible for ensuring that Premier Foods continues o operate in a responsible manner. Chief Executive, Robert Schofield,
takes the leading role in ensuring its approach sugports the strategic directicn of the Gompany, whilst at an operational level, lan Croxford, Group
Operations Director takes responsibilty. The operating principles and ethics policy statement is available on the website: www.premierfocds.co.uk.

The Group has taken a risk-based approach to corporate social responsibility, the objective being to ensure our investment generates value, During the
year a review was conducted 1o assess current performance against the areas thal have been identified as being most applicable to the business, namely:

* Food safety.

* Customers and consumers.
* Supply chain.

* Heafth & Safety.

* Environment.

* Human resources.

The internal review involved benchmarking our current performance, against industry peers and best practice, and identified areas where we have
committed to improving performance. KPI's have been established and these are measured against our targets at the risk review group meetings and
reported menthly to the cperations board. During 2005, the KPI's measured performance of the grocery business and excluded the effect of acquisitions
and disposals. Marlow and Cauldron will be integrated into the grocery business KPI's in 2006. A separate exercise will be completed within the fresh
produce business.

Food safety

The Premier Foods Group produces both branded and own-label products for consumption and is respensible for protecting the quality of both
much-loved brands, and of the preducts to which our customers attach their names. Premier's approach to focd quality and safety is enshrined
within the Quality Management Systern that is operated at sach site.

A fully documented Hazard Analysis Critical Control Point (HACCP) is in place for all products, with all critical control points monitored, recorded and
verfied at each relevant stage of production. Internal systems are constantly reviewed and opportunities for improvement established, for example during
the year new x-ray machines, for the screening of ingredients, were installed onto a number of production lines. in addition all sites are subject to annual
British Retail Consortium (BRC) audits and internal audits by in-house technical teams. All sites were scored "B” or above by the appointed auditors, where
“B" is the second level of a four tier grade system (A-D). It is the Group's intention 1o maintain or improve thase gradings in 2008.

All suppiiers are required to comply with raw material specificaticns suppiied by Premier. This includes the requirement for HACCP systems, and the
compliance with Premier standards and other UK and Furopean food safety regulations. Ingredients suppliers are subject to audit by a specialist team
of technical auditors. Suppliers are risk assessed by reference to preduct supplied, known contaminants, country of origin and volumes handied,

The results are used as a basis for developing the Group’s audiit plan. In 2008, 25% (2005: 14%) of our ingredient suppliers are audited. Over time,

all ingredlient suppliers will be audited, the frequency of the audits being dependent on the risk assessment. In acdition suppliers are regularly issued
with self-assessment questicnnaires,
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As well as auditing suppliers, ingredients have been risk assessed against known contaminants and a testing regime developed that is applied across

afl sites. For example 100% of all spices at risk of contamination with illegal colours are tested at accredited laboratories, We also test incoming honey and
peanuts. The testing regimes are under constant review and recently a project was instigated with Campden and Cherleywood Food Research Association
to establish best practices for the future.

In February 2005, we responded to an industry wide issue and recalled products centaining a batch of Worcaster sauce contarinated with Sudan 1.
QOur response to this issue was immediate and thorough and following the incident we have reduced our risk by reviewing and consolidating our supplier
and customer base and enhancing cur raw matedial testing procedures.

Customers and consumers
Premier Foods serves a number of large, key customers and works closely with them {o ensure that the Group continues to deliver value and quality
across all products. Customer service is central 1o core business values and there is a commitment o the ongoing development of customer refationships.

The consumer is at the heart of the business and the Group's marketing activity, in addition to promoting the product, provides them with relevant, reliable
and accurate information 1o support their purchasing decision. The Group does not market king-size or super-size portion products and we give clear
nutrition informaticn on our packs.

The Group works closely with the Food Standards Agency (FSA) to find sclutions to the issues surrounding the food and heatth debate and specifically,
to reducing the levels of salt in our products in line with FSA targets. During the year, £100,000 was pledged to the Food and Drink Federation (FOF)",
an organisation dedicated to helping find solutions 1o the complex, multi-factorial issues surrounding obesity and the food and health debate generally.
We actively participate in “Project Neptune”, an initiative organised by the FDF, that aims to reduce the salt content of both soups and sauces by 30%
over three years. For example we have already reformulated a number of baked bean and pasta products to reduce the sodium content. Many of cur
products are naturally healthy and the overall portfolio is balanced with a range of options that give consumers choice e.g. Ambrosia low-fat products,
Hartleys low-sugar jams and sugar-free Jelly crystals. During the year, the Quorn and Cauldron brands were acguired and there are plans to grow these
healthy meat-free alternatives.

Along with performance against heafthier eating targets, consumer complaints and service levels achieved with our customers are closely monitored as
key performance indicators of the business.

Supply chain

Premier Foods believes that its supply chain is critical to the quality of its products, and acts fairly with suppliers with the aim of ensuring that they cperate
to appropriate quality and ethical standards. Operating in global and emerging markets, the Group recognises that there are challenges within the supply
base and opportunities for supplier development,

Premier Foods has been involved in ethical supply chain work since 1992, and is a founding mernber of the Ethical Trading Initiative, which seeks 1o
identify and promote good practics in the implementation of international labour codas. An Ethical Assurance Programme has been developed that is
designed to ensure that suppliers achieve the labour standards through a policy of sustainable and continuous improvemeant.

Our involvement with major agricultural suppliers goes right back to source, recagnising that changes to our manufacturing processes can affect the
sustainability of the raw materials used in preduction. The am is to understand the supply base, become involved with it and to influence its development.
As an example, the Group worked closely with sesd breeders and growers in the UK and cther arigin countries to help ensure varieties are developsed that
are suitable for our production processes. Regular mestings are held with growers and these provide feedback on theirr performancs with a view to
assisting with their cverall development.

The Group believes that the sustainable quality of its products is dependent on the sustainable development of the supply chain and continues o
encourage and support its development. There is an cngoing comimitmeant to working with all our suppliers and to maintaining goed working relationships.

Heahh & Safety

Premier Foods is committed to operating high standards of Health & Safety, designed to minimise the risk of injuries and ill health to employses,
contractors, visitors and others who come into contact with the business. The Group believes that Hesith & Safety is a fundamental ingredient to a
successful business and we constantly review our standards for effectiveness, driving through and embedding a Health & Safety culture throughout

the crganisation. Quarterly internal Health & Safety audits are performed, and measured against the Health & Safety and environment managament
systems used in the business. Regular external audits are also undertaken in conjunction with the Group's insurers, aimed speciically at reducing fire risk.

Health & Safety KPI's are monitored by the Operations Board on a monthly basis. In 2005 the number of RIDDORS (Reporting of Injuries, Diseases and
Dangerous Occurrences Regulations) per 100,000 employees fell by 22% to 2,000, A further reduction of 10% is targeted in 2008,

Environment

As a leading food producer, Premier Foods is aware of its responsibility 1o the enviranment and is committed to menitoring, managing and seeking to
continually improve its envircnmental performance. The objective is to provide a comprehensive framework of good environmental management practices
that are applied across the business and are extended as far as practicable into the supply chain,

The building blocks for the future have been laid in the form of our internal energy strategy, which seeks to reduce the carbon footprint of the Company
and risks in terms of restrictions to energy supply. Building on this energy sirategy work has been commissicned to investigate the potential for renewable
energy resources across the Company.

The Group's production sites are engaged in the need 1o save energy and have developed a three year, energy-saving database, with each site identifying
its energy-saving oppertunities. The purpose is to focus efforts on the continuing efficiency improvements that have already reaped significant benefits.
For example a “Canning Industry Bench Marketing Study” by Enviros recently identified the Long Sutton ang Wisbech canning sites to be within the top
threg for energy efficiency within their measurermeant group.

“Further information on the work of the Foad and Drink Federation can be found on the FDF website at waaw.fdf org ok
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Environmental performance during the year was adversely affected by the aftermath of the fire at the Bury St Edmunds site that occurred in October 2004,
Despite this there has still been considerable progress in the reduction ¢f the Group’s carbon footprint, The Group has reduced its energy usage,
expressed as tannes of carbon per tonne of praduct, by 19.2%, on a base vear of 2000, when significant changes were made in the factory mix.

This becomes even more significant if the effects of the Bury fire are taken into account and Bury is assumed to have performed at the 2004 level,

in which case this figure should be 23.3%. For 2006 we are targeting a further 7% raduclion.

In the core factories water use has been reduced by 7% during the year (against a target of 3%, with further significant works planned. Pilot plant trials
under the Waste Resources Action Pregramme (WRAP) have been carried out at the Long Sutton site to recycle water and the results of this are being
reviewed with a view to reducing water use.

During the vear, a 2.3% reduction in landfill was achieved across the core factories (target 10%). Whilst this demonstrates some improvement, there is still
some more progress 1o be made and a farget of a further 10% reduction in 2006 has been agreed.

Contiruing efforts have been made to reduce the amount of packaging used on products. The last full year's audited Packaging Directive data showed a
6% reduction in the weight of packaging used. A reduction of 2% is expected in 2006.

The Group avoids the use of geneticaily modified arganisms in its food production and consider the environmental impact of the products that are made
and the sourcing of raw materials, taking care to minimise the use of materials that deplete natural resources,

Of the sites within the Group the twe sites that are required 10, have duly madle applications for IPPC {Intergrated Poliution Prevention and Control) permits,
which at the time of writing still have to be determined by the EA, One cther has environmental management systems accredited to 1SC 14001 and two
have Environmenit Managemenit Systems written to comply with 1ISC 14001 but not subrmitted for accreditation. We are fooking to include other sites in
the fulure.

Human resources

It is recognised that the Group's employees are its single most valuable asset. We have high expectations of all staff and everyone is required to perform
and deliver value. This creates an environment that is both challenging and rewarding, thus enabling employees to develop guickly and pursue new
opportunities. Premier Foods strives to be the employer of choice in the areas in which it cperates.

There is a commitment to the upholding of standards of inlernational human rights in our dealings with employees as well as the supply chain, and all
manufacturing sites are subject to the same ethical audits we conduct on the supply chain.

We are committed to a fair but robust approach to equal opportunities in &l areas of our business, with employees gaining promotion on merit. The Group
recruits, fraing, promotes and retains skilled and motivated people irrespective of sex, age, marita! status, disability, sexual orientation, race, refigion, ethnic
ar national origin.

I order to promate career development, the Company provides its employess with access 1o relevant training and development schemes through
in-house training, educational assistance, participation in National Vocational Qualfication Schemes and encouraging professional memberships.

The aim being to ensure that there is a highly trained and motivated workforce, capable of meeting the highest standards required by custemers

and investors, A significant number of employees participate in a formal perfarmance and development review at teast annually, and the objective is to
develop this process across the entire business.

The Group has in place specific disciplinary and grievance procedures and welcomes the reporting of genuing and serious grievances, or alleged breaches
of company pelicy. No employee will suffer as a consequence of notifying such breaches, in accordance with our Whistle-blowing Policy.

Bullying or harassment in the workplace is not tolerated, either as a management style or between work colleagues, and disciplinary action is taken against
any employee who is proven to have buliied or harassed others,

An all-employee sharesave scheme has been daveloped to more closely align an element of employee reward to business value enhancement. There was
an extremely encouraging level of employee “take-up” in the first year of operation (39%), and management believe that this should be retained as a key
element of reward in subseguent years.

Prerler Foods continues to seek ways in which the Group’s internal communications framework can be further enhanced as we recognise the value
of good communication in engaging cur employees towards the achievement of common goals. We have a number of employee consultation and
communication mechanisms in pface including:

* Regular communication meetings with employees within the organisation.
* Intranet site.
* Specific consufation and involvement regarding major changes to business operations.

This process is further assisted by the formal recognition of a number of trade unions in our manufacturing sites, and the development of progressive
negotiation and consultation arrangements in respect of the employees they represent.

An audit of current communication systems is planned during the first quarter of 2008, and 1he recernmendations arising from this review will be
duly considered.

There are a number of KPI's in relation to human resources that are measured on a monthly basis, e.g. absentseism, pension scheme participation,
industrial relations. These KPI's are currently under review with a view to improving measurement of training hours and communication during 2006,
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Community and charity donations

Each site is encouraged to actively participate with the local community and encourage reguiar diaiogue. We endeavour 1o be a “good neighbour” and
minimise the impact of our operations on the local communities. We bring employment opportunities, both directly and indirectly, 1o the areas in which
we cperate. Our policy is to recruit local pecple where possible.

During 2005, our employees participated in a number of fundraising activities including a group who raised £50,000 from running the London Marathon,
The Company mads charitable donations amounting to £22,000. Whilst the annual donations budget is administered locally to a policy directed
predominantly towards assisting those communities in which the Group’s businesses are located, the Company made donations to local, national

and internaticnal causes for example; The Butterwick Hospice, Tesco Charity Appeal, Children for Leukaemia and The Tsunami Appeal.

Industry forums

At Pramier we recognise the importance of participating in and having an open dialogue with industry forums that represent manufacturing in both the UK
and Europe and that impact our key product groups. This assists in responding 10 and contralling legislative change, shaping future codes of praclice and
communicating industry issues. Bodies that we participate with include {but are not restricted to}:

* The Food and Drink Federation. * The Consumer Geeds Study Group.

* Food Processors Association. ¢ Campden and Chorleywood Food Research Association,
+ Scientific and Regulatory Affairs Committee. # Leatherhead Food Internaticnal.

* OEITFL Crganisation of furopean Industries transforming Fruit and Veg). + ICCA (Inter Company Consumer Affairs Association).

* The Soil Association. * HSE Area Forums.

* The Honey Association. * RoSPA (Royal Society ior the Prevention of Accidents).

* The Ethical Trading Initiative. * British Safety Council.

Pclicy statements in relation to the above areas are available on our website: www.premierfoods.co.uk,

37 Premier Foods plc Comorate goverrance




Directors’ remuneration report

For the year ended 31 December 2005

This report, prepared by the Remuneration Committee {the "Committee”) on behali of the Board, has been prepared pursuant to Schedule 7A to the
Companies Act 1985 and the Listing Rufes issued by the Financial Services Authorily.

Remuneration Committee

Role

The Remuneration Committee is responsible, pursuant to a policy framework on executive remunaration agreed by the Board, for determining the pay and
banefits and contraciual arrangements for the Chairman, executive directors and the Company Secretary, and for overseeing the Group's share schemes.
The Committee also recommends and monitors the structure and levels of remuneration for senicr managers throughout the Group. It operates under the
delegated authority of the Board, and its terms of reference are available to view on the Group's website www.premierfoods.co.uk.

It is committed o principles of accountability and trangparency to ensure that remuneration arrangements demonstrate a clear link between reward and
performanca. In its work, the Committea considers fully the principles and provisions of the Combined Code ¢n Corporate Governance.

Membership
The Committee comprised the following independent non-executive directors during the financial year to 31 December 2005:

M D L Febwick cee {Commitiee Chalrmyan).
Mr | M Ramsay.
Miss 5 Hintze.

Meetings

The directors’ attendance at Committee meetings held during their period of membership and the number of mestings held during 2005 is set out on
page 31. The Chairman, Mr D J Kappler, and the Group Chief Executive, Mr R J Schofield, are invited to atlend the Commitiee mestings, excent when
the Commitiee discusses matters relating 1o their remuneration.

Advisers

Deloitte & Touche LEP ("Deloitte”) were appointad by the Committes as their retained advisers in 2005, and continue to provide advice to the Commitlee
on matters relating to remuneration, including market comparison data and best practice. During the year, Deloitte alse provided advice on software
mplermentation and valuation services and also provided finance staff secondment 1o the Group.

The Committee consults with the Chairman and the Chief Executive as appropriate, and is also supported by the Director of Human Resources.
Remuneration policy

The broad policy of the Board and the Committes is to continue to set remuneration so as to attract and retain high-calitre executives and to encourage
and reward superior business performance. Remuneration for executive directors is intended to reward against performance criteria that are relevant

and realistic but also challenging, so that superior performance is encouraged. Therefore, remuneration arrangements will continue to focus on
performance-related incentives, rather than annual salary, 10 encourage the alignment of operating obiectives as well as delivering shareholder value.
Remuneration policy is reviewed annually.

For 2006, annual salary will continue to be set at levels not normally exceeding median. In relation to bonuses and long-term incentive plans, the policy
wil continue 10 be to provide an opportunity for executives to earn total rernuneration packages in the upper quartile range, provided that stretching and
demanding performance conditions are met.

The Cemmittee have reviewed all aspects of the remuneration policy, including pay benchmarking for the most senior roles and a consideration of
performance measures used, and have not made any changes to the remuneration policy adopted in 2005.

The remuneration policy In place for senior axecutives is designed 10 place emphasis on key performance objectives and strengthening
executive shareholding.

While committed to the use of equity-based performance-related remuneration as a means of aligning directors’ interests with those of shareholders, the
Committee is aware of sharehalders’ concerns on dilution through the issue of new shares to satisfy such awards. Therefore, when reviewing remuneration
arrangemants, the Committee takes into account the effects such arrangements may have on dilution.

In determining the remuneration arrangements for executive directors, the Committes is sensitive to the pay and employment conditions elsewhere in the
Group, especialy when determining base salary increases.
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Share ownership
A minimum shareholding requirement has been introduced in 2006 whereby executive directors are required after three years to held shares with a market
value at least equal to their annual basic salary.

At 31 December 2005, Mr Schofield hetd shares with a total market value equivalent to 5.72 times his annual basic salary and Mr Thomas held shares with
a total market value equivalent to 4.29 times his annual basic salary.

Remuneration for executive directors
The Committee considers that the remuneration package of an executive director should be aligned closely with the interests of shareholders and,
therefore, that a significant proportion of the remuneration package should be performance related.

In arriving at the balance between fixed and variable remuneration it s agreed that the fixed portion will relate only to annual salary, whilst the variable
portion includes both annual bonuses and awards made under the long-term incentive plan.

It is the Committee’s policy that, for 2008, the balance between fixed and variable remuneration for the executive directors shall be as follows:

Fixed vs. variable for Chief Executive Officer Fixed vs. variable for Finance Director

Max Target

# Fixed

Variable

## Fixed
44% Variable 43%

64% 61%

Basic salary
Basic salary for executive directors takes into account the responsibilities and performance of the individual. This is normally reviewed annually unfess
responsibilities change. Salary levels are targeted at the median of companies of a comparable size, complexity and market sector.

Annuai bonus
At the discration of the Committee, executive directors are eligible to receive an annual bonus subject to the achievernent of performance targets {which
are set sach year by the Committee). Bonus potentials are set on an individual basis.

For 2008, the annual bonus potentials are sel at 75% of salary for executive directors, with a target level of 50% of salary. The performance targets will be
based on profit before tax and growth in branded sales.

In addition, unti the executive directers have buitt up a significant personat shareholding in the Company (see page 42), they are required to defer 50%

of any bonus earned into shares in the Company. The deferred bonus shares will normally vest three years after their award, Generally, the deferred bonus
shares will not be forfeitable. However, in the event that the exacutive’s employment is terminated by reason of his gross misconduct or by reason of a
material breach of his employment contract, his deferred bonus shares may, at the discretion of the Remuneration Committee, be forfeited.

Bonuses are not pensionable.
Long-Term Incentive Plan

Foliowing adoption of the Premier Foods Long-Term Incentive Plan (LTIP), the first awards were made on 26 May 2005 (see page 44). The closing
mid-market share price on that date was 302.5p. It is the Committee's intention that awards under the LTIP will be granted annually. The valug of shares
awarded to executive directors, under the LTIF, in any financial year will be subject to individual limits that will be determined by the Committee from time
to time,

The current policy is that the maximum value of shares that may be awarded to executive directors, in any financial year, will be limited to 100% of salary.
For 2008, it is intended that the awards will have a value of 100% of salary for Mr Schefield and 80% of salary for Mr Thomas.

The Committee has reviewed the performance cenditions which applied to awards made under the scheme in 2005, and considers that they remain
appropriate for the awards to be made in 20086.

Vesting of awards is subject to the fulfiment of stretching performance conditions based on total shareholder return (TSR), as measured over a three-year
period against appropriate comparators. TSR measures the growth in share price, as adjusted for reinvesied dividends over the performance period.
The Committee considers TSR to be the most appropriate measure 10 align executives’ interests with those of shareholders,

Relative TSR performance will be measured against two appropriate comparator groups: 50% based on performance measured against the FTSE 250
{excluding investment companies) and 50% based on performance measured against a group of relevant companies from the food sector. The Commitise
considers that splitting the vesting of the award in this way ensures that performanca is correctly targeted against the Group's key comparators, For both
parts of awards, 30% will vest for median performance, rising on a straight-ine basis 1o full vesting for upper quartile performance. The TSR calculations
will be conducted on an independent basis by Deloitte.
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The constituents of the food sector comparator group for the 2005 awards were:

Foed sector comparator group

Arla Foods plc Devro PLC Robert Wiseman Dairies PLC
Associated British Foods PLC Kerry Group ple Tate & Lyle PLC

Cadoury Schweppes pic Greencore plc Unig plc

Cranswick pic Northernt Foods ple

Dairy Crest Group plc Richmond Foads plc

With the exception of Karry Group pic all other constituents were selected at the date of the Company's listing on 22 June 2004. The original group
included Geest plc who were taken over on 16 May 2005, As permitted under the rules of the scheme, Kerry Group pic was substituted for Geest plc
from the start of the performance period.

In addition, the vesting of awards will be subject to a secondary financial measure, to ensure that underlying financial performance is also achieved.

The Commitiee will have the power to scale back awards if it is felt that underlying financial performance has not been adaguate. The vesting of awards
granted in 2005 were, and any intended for 2008 are, subject to the minimum reguirement that earnings per share (‘EPS™ must have exceeded the
growth in the UK Retail Prices index by an average of at least 2% per annum, over the three~year performance period.

EPS is defined as earnings per crdinary share as reported in the Company’s financial statements adjusted to remove the effect of exceptional items
and amorlisation, provided thal 1he Remuneration Committee shall have discretion to make further adjustments as they determine are fair and reasonable
{including to take account of international Financial Reporting Standards (1FRS™)}, subject to the consent of the Audit Committes.

The Committee may determine that an alternative secondary financial measure wilt apply for future grants of awards under the LTI

During the transition from UK GAAP to IFRS to the extent that any material adjustments are considered appropriate to ensure a like-for-like comparison
these will be reviewed and agreed by the auditors.

Share options

The Premier Foods plc Executive Share Option Scheme (the “ESOS™)
The ESOS was adopted by the Compary at the time of Admission. Opticns granted under the ESOS may be exercised between three and 10 years after
grant provided that the applicable performance criteria have been met.

Options were granted to executive directors under the ESCS at the time of Admission in 2004, The grants were split into three portions, each subject

to a stretching performance condition. Two of the portions (representing 50% of the total award) are subject 10 a performance condition based on total
shareholder return (“TSR"), and the third portion (representing the other 50% of the total award) is subject 10 a performance condition based on adjusted
earnings per share ("EPS"). The performance conditicns {which are summarised in the table below) were chosen becauseé they align the interests of
executive directors with those of shareholders.

TSR: against FTSE 250 TSR: againat select comparator groug:- EFS
*» Associated British Foods PLC
+» Dairy Crest Group plc
+ Greencore plc
» Kemy Group plg’
+ Northern Foods pic

* Unig ple
25% of opticn 25% of option 50% of option ~
50% of the above portion vests for 50% of the above portion if the Compary Increase in agjusted earnings per share
median performance, rising on a is in fourth position must be equal or exceed the cumulative
straight-line basis to full vesting for increase in the retall price index plus
upper quartie performance 75% of the above pertion if the Company 3% per annum, over the three-year

i$ in third position performance period

Fuli vesting of the above portion if the Company is in
firgt or second position of the comparator group

None of the above portion if the Company is
below fourth position

No retesting . No retesting Ore refest at end of fourth year
{from same base year)

" Kemry Group plc replaced Geest plc which was taken over on 16 May 2005.

With the exception of Kerry Group plc all other constituents were selected at the date of the Company’s isting on 22 June 2004. The original group
included Geest plc who were taken over on 16 May 2005. As permitied under the rules of the scheme, Kerry Group plc was substituted for Geest plc
from the start of the performance period.

The current intention is that no further options will be granted under the ESOS, other than in exceptional circumstances {&.g. in relation to recruitment).
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Performance graph

The following graph shows the TSR performance of the Company since tisting in July 2004, against the FTSE 250 (which was chosen because it
represents a broad equity market index of which the Company is a constituent) and the FTSE Food Producers and Processors Index {which was
chosen because it contains the Compary's key comparators}.

TSR was calcuiated by reference 1o the growth in share price, as adjusted for reinvested dividends.

Premier Foods total shareholder return since listing relative to appropriate comparators
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All ernployee share schemes

Executive directors may aiso participate in the Company's Savings Related Share Option Scheme, on the same basis as all olher employses.
There are no performance conditions attached to this scheme.

Pensions

The Premier Focds Pension Scheme ["PF Scheme”) is a funded, contribulory, exempt-approved scheme that provides benefits on a defined benefit
{final salary} basis and is contracted out of the State Second Pension.

Mr Schofield is a member of the PF Scheme and is subject to the “sarnings cap” imposed by the Finance Act 1989, Under the PF Scheme, he wil be
provided with a pension of 1/30th of salary up to the Finance Act 1989 “earnings cap” for each year of pensionable service. Mr Schofield’s normal pension
date under the PF Scheme is age 60 and he is not required 10 make contributions to the PF Scheme.

Mr Thomas is also a member of the PF Scherme and is subject to the “earnings cap” imposed by the Finance Act 1889. Under the PF Scheme, he will
be provided with a pension of 1/45th of salary up to the Finance Act 1982 “earnings cap” for each year of pensionable service. Mr Thomas's normal
pension date is age 60 and he is not required 1o make contributions to the PF Scheme.

Each executive director is contractually entiied to a lump-sum life assurance benefit of four times uncapped salary. The contractual life cover that exceeds
the approved benefit which can be provided under the PF Scheme is provided on an unapproved basis.

The Commilttee will review the pensfons arrangerments for executive directors, particularly in light of the new UK pensions regime that will apply from
April 2006. No changes have been made so far, Any changes made after Aprit 2006, will be discussed in the directors' remuneration report for 2006,

Other benefits

Each executive directar is entitled to a car and telecommunication services and an allowance for personal tax and financial planning. Each executive
director is also provided with private health cover and permanent health insurance. Mr Thomas is entitled 1o a housing allowance of £12 202 p.a.

Other directorships

The Group is supportive of executive directors who wish to take on non-executive directorships with a publicly quoted company in order to broaden
their experience. They are entitled to retain any fees they may receive. Neither Mr Schofield, nor Mr Thomas currently serves as a director of another
public company.

Mr Schofield was the non-executive Chairman of Burton's Foods Group Limited and also a director of Burton'’s Foods {Holdings) Limited and Burton's
Feods Limited. Pursuant 1o the terms of his service agresment with the Company, Mr Schofield agresd not 10 take part in any discussion by the
Board or a committee of the Board, nor vote on any transaction, arrangement or agreement by a member of the Group with Burton's or its affiliates.
Mr Schofield further agreed 1o keep confidential and not disseminate or otherwise use any confidential ifformation, which may give rise to a conflict of
interest. Mr Schofield resigned his directorships at Burton's Foods Group Limited, Burton's Foods (Holdings) Limited and Burton's Foeds Limited on
31 December 2005.
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Service contracts

The Committes periodically reviews the Company’s policy on the duration of directors’ service contracts, and the notice periods and termination provisions
contained in those contracts. The current palicy of the Commiittee is that notice periods contained in executive directors’ service contracts should be
limited to 12 months {other than in exceptional circumstanceas, such as for the purposes of recruitment) and that provisions for early termination should
reflect prevailing market practice.

Execitive directors have service agreements that continue untl terminated by 12 months’ notice on either side {but which in any event terminate on their
60th birthday).

Both Mr Schofigid’'s and Mr Thomas’s service agreements are dated 20 July 2004,

In the event af early termination fother than for & reason justifying summary termination in accordance with the terms of the service agresment) the
Company may (but is not obliged t0) pay to the executive director, in lisu of notice, & sum equal to the annual valle of the executive director's then salary,
benefits, pension contributions and on-target honus {caloulated on a pro rata daily basis) which he woulg have received during the contractuat notice
period the sum of which shall be payabls in 12 monthly instalments. To the extent the executive director receives any sums as a resuit of afternative
employment or provision of services while he is receiving such payments from the Gompany, the payments shall be reduced by the amount of such sums.

The service contracts of executive directars do not pravide for any enhanced payments in the evant of a change of control of the Company,

None of the non-executive directors have employment contracts with the Company. Howaver, each has entered into a letter of appointment dated

19 July 2004 with the Company confirming their appointment for initial periods ranging from two 1o tivee years, unless terminated by efther party giving
the other one month's written natice. The appointments are subject to the provisions of the Companies Act 1985 and the Company's Articles of
Association, in particular the need for periodic re-election, Gontinuation of an individual non-executive diractor's appointment is also contingant on that
non-executive director’s satisfactory performance, which will be evaluated annually.

There are no provisions for compansation being payable upon earty termination of an appointment of & non-executive director,

Details of non-executive appoirtment periods appear below:

Date of curren:

appa:ntment
O reappoiniment Expiry date o _V\IGEGLDENJE_
[avid Kappler 26 May 2005 18 July 2006 One month
David Felwick cee 26 May 2005 18 July 2007 Ore montn
Sharon Hintze 26 May 2005 18 July 2008 One month
lan McHoul 26 May 2005 18 July 2007 One month
lan Ramsay 26 May 2005 18 July 2006 Cne month

Directors’ interests in ordinary shares

The interests of Directors all of which are beneficial at the beginning and end of the year in shares in Premier Foods plc were:

Fully paid ordinary share of 1p each

As at As at

31 December 31 December

2005 2002

Rabert Schofield 832,331 Nil
Paul Thomas 482,766 144,843%
David Kappler 116,279% 116,279
David Falwick CBE 37,209% 37,209%

Sharon Hintze Nil Nil
Tan McHou 37,209° 37,2097

lan Ramsay Nil Nil

Directors’ share interests include the interests of their spouses and infant children as required by section 328 of the Companies Act 1985, Robert Schofield
and Paul Thormas are additiorally interested in options 1o subscribe for shares as detalled on pages 43 and 44, Trere were no changes in the beneficial
interests of the directors in the Company’s shares between 31 December 2005 and 7 March 2006.

(1) Mr Thomas utifised the cash canceflation payrient {net of income tax and national insurarice contrtutions) arsing from the canceflation of 270,000 share options urder the Premier Foods (Holdings)
Limited Empioyee Share Option Scheme to purchase 144,843 shares on Admission at a price of 215p per ordinary share.

{2) Owdlinary shares acquired on Admissicn at a price of 107.5p sach, representing a 50% discount 10 the offer price,
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Information subject to audit
Directors’ detailed emolumenis
Year ended 31 Decerber 2005

Salary Arnuat

and fegs Benefits borus Totat Jeral
2005 2005 2005 2005 2004
£ I £ c e
Executive directors
Rabert Schaofield 434,838 21,794 98,201 554,833 458 818"
Paul Thomas 324,000 19,764 72,000 415,764 336,763"
Non-executive directors
David Kappler 130,000 130,000 184,167
David Felwick ¢ae 60,000 60,000 57,308
Sharon Hintze 46,667 46,667 20,431
Lyndon Lea 29,538 28,538 B0, 481
lan McHoul 55,000 55,000 65,032
lan Ramsay 50,000 50,000 22,756
George Sewell 18,288 18,288 60,481
1,148,331 41,558 176,201 1,360,090 1,278.287

(1} Includes armounts received in respest of execulive directorships of Prermier Foods (Holdings) Limited pricr to Admission.
Remuneration of non-executive directors

The remuneration of the non-executive directors is determined by the Chairman and executive members of the Board, and the remuneration of the
Chairman is determined by the Remuneration Committee. Details of the payments made to non-executive directors is shown below

Commitiee Committee

Chairman's mempbership
Fees fees fees Teal
.. . — — . . E: — . E E E
David Kappler 125,000 5,000 130,000
Davig Felwick cee 40,000 5,000 15,000 50,000
Sharon Hintze 40,000 6,667 46,6687
tan McHout 40,000 10,000 5,000 55,000
ian Ramsay 40,000 10,000 50,000

Excluding the Chairman of the Group, whose basic fee is £125,000, the basic fee for non-executive directors is £40,000. In addition non-executive
directors receive £5,000 for membership of a committes and an additional £5,000 as Chairman of a committes, other than of the Audit Committee,
where the Chairman receives an additional £10,000 to reflect the amount of work involved in this rale.

The Chairman and the other non-executive directors are not gligible to participate in the Company's bonus arrangements, share option schemes,
long-term incentive plans or pension arrangements,

lnterest in share options

In addiion, at the beginning and end of the year and at the date of appointment, the following directors had options to subscribe for shares of 1p each
granted under the terms of the Premier Foods plc Executive Share Option Scheme or Savings Related Share Option Scheme:

Optioﬁa? mm Options as at
31 Decermber  Options granted during, 31 December
2004 during the year the year 2005 Exerase price Exercise period
Robert Schofigld 1,416,374™ 1,416,374" 0.0 23.07.05-22.07.14
1,000,000% 1,000,000 £2.15 23.07.07-22.07.14
1,6407 1,640 £2.31 01.06.08-30.11.08
Paul Thomas 575,502 575,602 £0.01 23.07.05-22.07.14
535,349 505,342 £2.15 230707220744
1,840 1,640 £2.31 01.06.08-30.11.C8

{1) These shares represent rollad-over options granted in respect of the balance of outstanding options under The Premier Foods {Haldings) Limited Emplayse Share Option Scherne which were exercisable
at any tima from the first anniversary of Admission. On 13 October 2005, Mr Schofigld and Mr Thomas exercisad these options, which were not subject 'a any pertormance conditions. 01 that day the
market price was 296 5p and on axercising, each executive director made a profit per share of 285 5p less cosis.

{2} Opticng granted under the Premier Foods pic Executive Share Option Scherme. The exercise of these options is conditional upon the satisfaction of both EPS and TSR-based performance targets
{further details of which are set out cn page 40).

(3) Options granted on 15 April 2005, under the Premier Foods pic Saving Related Share Option Scheme. Exercise of these apaon are not subject 1a any performance conditions.
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On 31 December 2005 the market price of ordinary shares of Premier Foods plc was 298p and the range during 2005 was 264 pence to 341.75p.
No aptions have expired unexercised during 2005.

There wera no changes in the options held by the directors between 31 December 2005 and 7 March 2006.
The Register of Directors’ interests, which is open 1o inspection, contains full detalls of directors’ shareholdings and options.
Long-Term Incentive Plan

The following table shows the executive directors’ interests in the number of shares awarded under the long-term incentive plan. These figures represent
the maximum potential award.

End of period

Awards held Awards held when qualifying

31 Decernber Awards during 31 December congdriions

) Award date 2004 the year 2005 mus_t be met

Robert Schofield 26.05.05 - 144,280 144,280 28.05.08
Paul Thomas 26.05.06 - 84,628 84,628 26.05.08

The vesting of such awards is subject to the fulfiment of performance conditions based on TSR, as measured over a three-year period. TSR measuras
the growth in share price, as adjusted for reinvested dividends over the performance pericd. It is the current intention that the vesting of awards granted
in 2005 be subject to a minimum requirement that EPS must have exceeded the growth in the UK Ratail Prices Index by an average of at feasl 2% per
annurn, over the three-year performance period.

Cn the date of the awards the market price of ordinary shares of Premier Foods plc was 302.5p.
Pension entitlements

The following tables sets out information on directors’ defined benefit pension entitlernents under the PF Scheme:

Total accrued Increase in

benefi at Increase in accrued benefit
Ageat  Years’ semvice at 3t December accraed benefir durng the year,
31 December 31 Decernber 2005 during the year  excluding inflaticn
2005 2005 € £ €

Robert Schofield 54 4 years
7 months 15,996 3,802 3612

Paul Thomas 50 3 years
& months 7,949 2,427 2,204

For each directer, the tctal accrued benefit at 31 December 2005 represents the annual pension that is expected to be payable on eventual retirement,
given tha length of service and salary of each director at 31 December 2005, The increase in accrued benefit eamed during the year represents the
increase in this expected pension (including the effect of infiation) when compared wilh the position al 31 Decemiber 2004. The increase in accrued
pension excluding the effect of inflation over the vear is also shown.

Requirements under = Schgqme 7A of the Companies Act _!_9§§ The Listing Rules
Transfer value ai  Transfer value at

31 December 31 December Vale of increase

2004 2005 Value of increase  in accrued benefic

of total of total  in accrued benefit during the year,

accnied benefit acscrued benefit dunng the year  excluding inflaticn

£ N £ £

Robert Schofield 132,800 204,500 71,700 46,200

Paui Thomas 46,700 75,100 28,400 21,700

All transfer values have been calculated on the basis of actuarial advice In accordance with Actuarial Guidance Note GN11. The transfer values of the
accrued entitlement represent the value of assets that the pension scheme would need 1o transfer to another pension provider on transferring the
scheme’s liability in respect of the directars’ pansion benefits. They do not represent sums payable to individual directors and therefore cannot be added
meaningtully to annual remuneration.

For each director, the value of the increase in accrued benefit under the requirements of Schedule 7A of the Companies Act 1985 is the amount obtained
ty subtracting from the transfer value of the total accrued benefit at 31 December 2005 the corresponding transfer value at 31 December 2004. The value
of the increase in accrued benefit under the Listing Rules is the transfer value at 31 Decembear 2005 of the increase in accrued benefit during the peried.
excluding inflation.

The transfer vaiues disclosed above are net of directors’ contributions and do not represent a sum paid or payable to the individual director. Instead, they
represent a potential liability of the pension scheme.

David Felwick

Chairman of the Remungration Committee

Premier Faod ple, Premier House, Centrium Business Park
Griffiths Way, St Albans, Hertfordshire AL1T 2RE

7 March 2006
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Independent auditors’ report to the members of Premier Foods plc

The Group

We have audited the group financial statements of Premier Foods plc

for the year ended 31 December 2005 which comprise the Consofidated
Income Statement, the Consolidated Balance Sheet, the Consolidated
Cash Flow Staternent, the Consolidated Statement of Recognised Income
and Expense and the related notes on pages 46 to 83, These group
financial statements have been prepared under the accounting policies
sel out therein.

We have reported separately on the parent company financial statements
of Premier Focds ple for the year ended 31 December 2005 and on the
information in the Directors’ Remuneration Report that is described as
having been audited.

Respective responsibilities of directors and auditors

The directors’ responsibilties for preparing the Annual Report and the group
financial statements in accordance with applicable law and international
Financial Reporting Standards (IFRSs) as adopted by the European Union
are sat out in the Stafement of Directors’ Responsibilities.

QOur responsibifity is to audit the group financial statements In accordance
with relevant legal and regulatory requirements and International Standards
on Auditing (UK and Ireland). This report, including the opinion, has been
prepared for and oniy for the company’s members as a body in accordance
with section 235 of the Companies Act 1985 and for no other purpose.

We do nat, in giving this opinion, accept or assume responsibility for any
other purpose or o any other person 1o whom this report is shown or into
whose hands it may come save where expressly agreed by our prior
consent in writing.

We report 1o you our opinion as to whether the group financial slatements
give a true and fair view and whether the group financial statements have
been properly prepared in accordance with the Companies Act 1985 and
Article 4 of the IAS Regulation. We alsc report to you if, in our opinion, the
Directors’ Report is not consistent with the group financial statements, If we
have not received all the information and explanations we require for our
audit, or if information specified by law regarcing director’s remuneration
and other transactions is not discloged.

We review whether the Corporate Governance Statement reflects the
company’s compliance with the nine provisicns of the 2003 FRC Combined
Code specified for our review by the Listing Rules of the Financial Services
Autharity, and we report if it does not, We are not reguired 10 consider
whether the board's statemnents on internal contro! cover aff risks and
contrals, or form an opinion on the effectiveness of the group’s corporate
governance proceduras or its risk and control procedures.

We read other information contained in the Annuat Report and consicer
whether It is consistent with the audited group financial statements.

The cther information comprises the Directors’ Report, the Charman’s
Staternent, the Chief Executive’s Summary, the Business Review, the
Financial Review and the Corporate Governance Statement. We consider
the implications for our report if we become aware of any apparent
misstaternents or material inconsistencies with the group financiat
staternents. Our responsibilities do not extend to any other information.
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Basis of audit opinion

We conducted our audit in accordance with International Standards on
Auditing (UK and Ireland) issued by the Auditing Practices Board. An audit
includes examination, on a test basis, of evidence relevant to the amounts
and disclosures in the group financial statements. It also includes an
assessmeant of the significant estimates and judgments made by the
directors in the preparation of the group financial statements, and of
whether the accounting policies are appropriate to the group's
circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to abtain all the information and
explanations which we considered necessary in order 1o provide us with
sufficient evidence to give reasonable assurance that the group financial
statements are free from material misstaternent, whether caused by fraud
or other irregularity or error. in forming our opinion we also evaluated the
overalt adequacy of the presentation of information in the group financiat
statemenis.

Opinion
I our opinion:

* the group financial statements give a true and fair view, in accordance
with IFRSs as adopted by the European Union, of the state of the group's
affairs as at 31 Decernber 2005 and of its profit and cash flows for the
year then ended; and

* the group financial statements have been properly prepared in
accordance with the Companies Act 1985 and Article 4 of the IAS
ﬁB\e_guIation.

N
L

' > . - T -
T L N W En B N N

PricewaterhouseCoopers LLP \ .~

Chartered Accountants and Registered Auditors

London

Y e

7 March 2006

Notes:

(a} The maintenance and nlegrty of the Premier Foods plc webst'e is the respansibility of the
directers, the work carried out by the auditors does not involve consideration of these matters
and. accordingly, the auditors accept no responsitiity for any changes thai rmay “ave ocoured
16 the financial staterments since they were initially presentad on the website,

(&) Legisiation in the United Kingdem governing the preparation and dissemination of financ al
staternents may difier from legslation in other jurisdictions.



Consolidated income statement

Year ended 31 Decermnber

2005 20047

Nete m £m
Continuing operations
Turnover 4 789.7 744.7
Cost of sales (583.3) (566.3)
Gross profit 206.4 178.4
Selling and distribution costs (73.7) 63.4)
Administrative costs {39.8) (37.4)
Cther operating income 24 3.0
Operating profit 8 95,3 80.6
Before exceptional items 102.1 96.3
Exceptional items 5 {6.8) (15.7)
Interest payable and other financial charges 3 {51.5) (83.6)
Interest receivable ] 8.0 53
Profit before taxation for continuing operations 51.8 2.3
Taxation (charge)/credit 3 (14.9) 0.1
Profit after taxation for continuing operations 36.9 2.4
Profit from discontinued operations 10 46,7 134
Profit for the year 83.6 15.8
Earnings per share (pence) 11
Basic 34.0 2.9
Diluted 33.7 8.7
Earnings per share {pence} — continuing "
Basic 15.0 15
Dituted 14.9 15
Earnings per share (pence) — discontinued "
Basic 19.0 8.4
Dituted 18.8 82
Dividends 12
Recommended final dividend {£m) 23.5 22.0
Declared interim dividend (£m) 1.8 -
Recommended final dividend (pence) 9.50 9.00
Declared interim dividend (pence) 4,75 -

*Resubs are restated for the impact of the transition to Intemational Financial Reporting Standards (FRST), see note 2
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Consolidated balance sheet

As at 31 Decernber

2005 2004
Nete m £m
Assets:
Non-current assets
Property, plant and eguipment 13 197.3 141.3
Goodwill 14 267.7 129.4
Intangible assets 15 151.5 52.6
Investments 15 0.1 0.1
Cther non-current assets 0.4 0.8
Deferred tax assets 22 - 1.7
Current assets
Inventcries 17 89.8 a91.8
Trade and other recaivables 18 136.3 11086
Financial assets — detivative financial instruments 21 13 -
Cash and cash equivalents 21 4.0 12.5
Total assets 858.4 550.8
Liabilities:
Current liabilities
Trade and other payables 19 {166.8) (136.5)
Financial liabilties
- short-term borrowings 20 {35.9) (27.9)
— derivative financial instruments 21 {1.5) -
Interest payable (2.0} 2.2
Pravisions 23 0.3) -
Current 1ax liabililies {19.4) 112.7)
Non-current liabilities
Financial liabilities
- long-term borrowings 20 (546.1) (354.9)
- loan notes 20 {4.1) -
Retirement benefit obligations 24 (84.5) 165.6)
Provisions 23 {0.4) 2.9
Other liabilities {0.1) -
Deferred tax liabilities 22 {15.3) -
Total liabilities 876.4) 802.7)
Net liabilities (18.0) 51.9)
Equity
Capital and reserves
Share capital 25 25 2.4
Share premium 26 321.5 3209
Merger reserve 28 {136.8) (136.8)
Other reserves 26 {0.2) -
Profit and loss reserve 26 {205.0) (238.4)
Total sharsholders’ deficit {18.0) 51.9

Robert Schofield Paul Thomas
Director and Chief Executive Finance Director
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Consolidated cash flow statement

Year endled 31 December

2005 20047
Naote £m £m
Cash generated from operations 2 117.7 87.9
Intsrest paid 42.6) 64.7)
Interest received 6.3 53
Taxation paid 7.5) -
Cash inflow from cperating activities 73.9 285
Acquisition of Bird's 27 (72.1) -
Acquisition of Mariow 27 (118.6) -
Acquisition of Gedney’s 27 (4.6) -
Acquisition of Cauldron 27 {27.1) -
Sale of subsidiaries/businesses 28 816 342
Purchase of property, plant and equipmeant {49.8) (35.9)
Receipt from insurers 12,0 59
Purchase of intangible assats {1.1) 0.9
Sale of property, plant and equipment 27 4.0
Cash {outflow)/inflow from investing activities {(177.0} 73
Repayment of borrowings {380.0) (151.4)
Proceeds from new borrowings 585.9 -
Proceeds from share issug - 1181
Share issue refund/{costs) 0.6 {10.1)
Detlst issuance costs {5.6) 8.1
Repayment of debt acquired with Marlow {63.4) -
Dividends paid {33.8) -
Cash inflow/(outflow) from financing activities 113.7 (50.5)
Net inflow/{outflow) of cash and cash equivalents 106 (14.7)
Cash and cash equivalents at beginning of year 26 173
Cash and cash equivalents at end of year 20 13.2 26

Consolidated statement of recognised income and expense

‘Year ended 31 December

2005 2004
B B Note £ra o 7!_m_
Profit for the year 83.6 15.8
A_ctaéuial losses (ne{ of tax) i 24 (.1WB.2) (39.27
Tax on share options ] o7 I
Net Ioés not recogn—i_s'ed in Income statement ) {17.5) 39.2)
Total recognised income/(expense} in the year - 66.1~ (253
Effect of adopting 1AS 39 at 1 January 2005 (1.8} -
- 64.3 (23.4)

“Balances are restated for the impact of transition to Imernationat Fnancial Reporting Standards {'IFRST). See note 2.
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Notes to the consolidated financial statements

1. General information

Premier Foods plc {“the Company”) is a public imited company incorporated in the United Kingdom under the Companies Act 1985. The address of
the registered office and principal place of business is identified on page 88. The principal activity of the Company and its subsidiaries (“the Group”), is
the supply of branded and own label products, as described in note 16,

2. Accounting policies
Transition to International Financiai Reporting Standards

For the first time, the annual results of the Group have been prepared in accordance with International Financial Reporting Standards as adopted by
the European Union, including the accounting interpretations and guidance issued by the International Accounting Standards Beard (IASB") and the
International Financial Reporting Interpratations Committes (“IFRIC™), colectively [MIFRS") and with the Companies Act 1985. The date of transition to
IFRS was 1 January 2004 heing the start of the earliest period of comparative information. The impact of conversion to IFRS had no cash impact,

As identdied in our interim accounts for 2005, we have previously disclosed the comparative financial information of the Group as recenciled to that
formerly presented under UK GAAP for the year ended and as at 31 December 2004, along with an explanation of the primary changes. We have
inciuded this reconciliation in note 35 and further information is available on our website at www.premierfoods.co.uk.

Since the publication of our interim results no further adjustrments have been made 1o the information previously disclosed, other than to reflect the
reclassification of results of the continuing and discontinued operations ¢f the Group. This is explained in more detail in note 10.

in surmmary, the adoption of IFRS has resulted in changes to the Group's accounting policies in the following primary areas:
+ The cessation of amortisation of acquired goadwill;

* Recognition and amortisation of intangible assets, primarily acquired brands;

» Recognition and disclosures of the Group’s defined benefit pension obligations;

* The recognition and disclosure requirements of financiai instrument accounting; and

* The charging of long-term employee incentive awards, principally share option costs, to income.

All changes to the Group's accounting policies have been made for the purposes of conformity with the transitional reguirements of IFRS 1 “First-lime
Adopticn of International Financial Reporting Standards™ (IFRS 1), The Group has elected to take advantage of certain transitional provisions within
IFRS 1, which offer exsmptions from presenting prior year comparative information in accordance with IFRS. The most significant of these axemplions
are IAS 32 “Fnancial Instruments: Disclosure and Presentation” (*IAS 32" and JAS 38 "Financial Instruments: Recognition and Measurement™ (“IAS 39") .

These exemptions primarlly affect the presentation of other cperating income from financial instruments designated at fair value; fair valuation of interest
rate swaps within interest payable and the analysis of financial assets and liabilities by measurement basis. The 2004 financial instruments are recognised
and disclosed in accordance with FRS 13 "Derivatives and Other Financial Instruments: disclosures”.

In accordance with IFRS 1, the Group has chosen not to restate business combinations that took place prior 10 1 January 2004, the date of transition
to IFRS.

On 1 January 2005, the Group adopted the provisions of IAS 32 and IAS 39. The primary effect of this change in accounting poiicy relates to the
recognition, presentation and disclosure of the Group’s interests in foreign currency derivatives and interest rate swaps and the effect of these changes
have resulted in an increase of £1.8m to the Group’s net lighilities at 1 January 2005,

The Group has adopted the amendments 10 IAS 12 “Employes Benefits” permitling the recording of actuarial gains and losses in the slaterment of
recegnised income and expense in 2004 and 2006.

Basis of preparation

The consclidated Tinancial statemants have been prepared on the historical cost basis with the exception of derivative financial instruments that are
incorporated using fair value. The principal accounting pelicies adopted are set out below.

On 30 Oclober, the Group realised its interest in Typhoo Tea and related tea products businesses (collectively “Tea™). On 7 Decemiber, the Group also
disposed of its Netherlands-based convenience businesses, Jonker Fris BY and Premier Foods BV {collectively "Jonker Fris"), The results from these
businesses are treated as discontinued operations and are aggregated with the profit or loss on disposal of each business in aniving at the net resuft from
discontinued operations for 2005, with 2004 restated for comgparison purposes, as disclosed in note 10, In 2004, discontinued operations also included
Materne, our French spreads business..

The preparation of financial staterments in conformity with IFRS requires the use of certain critical accounting estimates. It also requires management to
exercise its judgement in the process of applying the Group’s accounting poficies. The areas involving a higher degree of judgement or complexity, or areas
where assumptions and estimates are significant to the consolidated financial statements are disclosed in note 3.

Basis of consolidaticn

The consolidated financial statements include the financial statements of Premier Foods plc and entities controlled by the Company (its subsidiaries) made
up to 31 December each year. Control is achieved where the Compariy has the power 10 govern the financial and operating policies of an investee entity
50 as to obtain benefits from its activities.

On acquisition, the assets and liabities and contingent liabiities of a subsidiary are measured at their fair values at the date of acquisition. Any excess of
the cost of acquisition over the fair valugs of the identifiale net assets acquired is recarded as goodwill.
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2. Accounting policies continued

The results of subsidiaries acquired or disposed of during the year are included in the consolidated income statement from the effective date of acquisition
or up 1o the effective date of disposal, as appropriate.

Where necassary, adjustments are made to the financial statements of subsidiaries to bring the accounting policies used inte line with those used by
the Graup.

All inter-Group transactions, balances, income and expenses are eliminated on consolidation.
Turnover

Turnover comprises the invoiced value for the sale of goods net of sales rebates, discounts, value added tax and cther taxes directly attributable to
turncver and after eliminating sales within the Group. Turnover is recognised when the outcome of a transaction can be measured reliably and when
it is probable that the economic benefits associated with the transaction wilt flow to the Group. Tumover is recognised on the following basis:

{i Sale of goods
Sales of gocds are recognised as turnover on transfer of the risks and rewards of ownership, which generally coincides with the time when the
merchandise is delivered to customers and title passing.

(i) Interestincome
Interest income is recognised on a time proportion basis, taking into account the principal amounts outstanding and the interest rates applicable.

(i) Sales rebates and discounts

Sales rebates and discounts reserves are established based on management’s best estimate of the amounts necessary to meet claims by the Group's
customers in respect of these rebates and discounts. The provision is made at the time of sale and released, if unutifised, after assessment that the
likelihood of such & claim being made has become remote.

Segmental reporting

A business segment is a group of assets and operaticns engaged in providing oroducts or services that are subject to risks and returns that are different
from those of other business segments. A geographical segment is engaged in providing products or services within a particular economic environment
that is subject to risks and returns different from those segments operating in other economic environments, Segment income and expenses that are not
directly attributable to a particular segment are allocated based on levels of senior managament activity on the basis that this closely reflects the use of the
Group’s resources,

Share-based payments

The fair value of employee share option plans is calculated using an option-pricing model. In accordance with International Financial Reporting Standard 2
“Share-based Payment” (FRS 27, the resulting cost is charged to the income statement over the vesting period of the options. The amount of the charge
is adjusted 10 reflect expected and actual levels of options vesting.

Foreign currency translation

Assets and liabilities denominated in foreign cUrrencies are translated into sterling, the Group’s presentation currency, at rates of exchange ruing at the end
of the financial year.

The results of overseas subsidiaries with functional currencies cther than in sterling are translated into sterling at the average rate of exchange ruling in the
year. Exchange differences arising from retranslation at year-end exchange rates of the net investment in foreign subsidiaries are recorded in reserves
through the statement of recognised income and expense. When a foreign operation is sold exchange differences are recognised in the income statement
as part of the gain or loss on sale.

Gooawill and fair value adjustments arising on the acquisition of a foreign entlity are treated as assets and liabilties of the foreign entity and translated at the
closing rate.

All other exchange gains or losses are taken 10 the income Statement.
Exceptional items

Exceptional tems are not explicitly addressed in IFRS. Accordingly, the Group has defined exceptional tems as those items of financial significance to be
disclosed separately, in order to assist in understanding the financial performance achieved and in making projections of future results. Each of these items
relate to events or circumstancas that are non-recurring in naiture.

Property, plant and equipment {(“PPE")

Property, plant and equipment is initially recorded at cost. Subsequent expenditurs is added to the carrying vaiue of the asset when it is probable that
ncremental future economic benefits will fransfer to the Group. All cther subsequent expenditure is expensed in the period it is incurred.

Differences betwsen the cost of each itemn of PPE and its residual value are written off over the estimated useful ife of the asset using the straight-line
method. Reviews of the estimated remaining useful lives and residual values of individual productive assets are performed annually, taking account of
commercial and technological obsclescence as well as normal wear and tear. Freehold land is not depreciated. The useful lives of owned assets range
from 20 to 50 years for buildings, and 3 to 35 years for vehicles, plant and equipment.

All items of PPE are reviewad for impaiment when there are indications that the carrying value may not be fully recoverable. PPE is stated at cost less
depreciation after taking intc account the assets useful economic life.
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2. Accounting policies continued
Business combinations and goodwill

On the acquisition of a business, fair values are attributed 1o the tanghle and intangible assets and liabilities and contingent liabilities acguired. Goodwili
arises when the fair value of the consideration for a business exceeds the fair value of the aggregate of the net assets acquired. Goodwil arising on
acquisitions is capitalised and subject to impairment revisw, boeth annually and when there are indications that the carrying value may not be recoverable.
On acquisition, the Group undertakes a review of the accounting policies of the business acauired to ensure compliance both with IFRS and the
accounting policies of the Group.

Prior to 1 January 2004, goodwili was ameortised over its estimated useful life; such amortisation ceased on 1 January 2004 in accordance with IFRS.
Prior to 1988, the Group's palicy was to sliminate geodwill arising upon acquisitions against reserves. Under IFRS 1 and International Financial Reporting
Standard 3 “Business Combinations” (FRS 37, such goodwill rermaing eliminated against reserves.

Intangible assets
In addition to goodwill the Group recognises the following intangible assets:

Acquired intangibles

Acquired trademarks, brands, recipes and similar assets that are controfled through custody or legal rights and that could be sold separately from the
rest of the business are capitalised, where fair value can be reliably measured. All of these assets are considered to have finite lives and are amortised
on a straight-line basis over their estimated useful economic Ives that range from 20 to 30 years.

Research and development
Research expenditure is charged to the income staternent in the year in which # is incurred.

Costs incurred in developing a product, typically its recipe or packaging, are charged 1o income in the year in which they are incurred unless the future
economic benefits of the project can be regarded as reasonably assured and the criteria within international Accouriting Standard 38 “Intangible Assets”
{(“IAS 387 are met in which case they are capitalised and amaertised over their estimated useful economic lives.

Software development costs

Assets acquired or internally developed, such as software, are capitalised when the future economic benefit is reasonably assured and the criteria
within 1AS 38 are met. Software development costs are capitalised and amortised over their estimated useful fives on a straight-line basis over a range
of 310 15 years.

Impairment

The useful ecenomic fives of intangible assets are determined, based on review of a combination of factors including the asset ownership rights acquired
and the nature of the overalt product life cycle.

Intangible assets and property, plant and equipment are also tested for impairment when an event that might affect asset values has occurred. An
impairment loss is recognised, in the income statement, to the extent that the carrying amount cannot ba recovered either by selling the asset or by
tha discounted future earnings from operating the assels in accordance with International Accounting Standard 36 “Impairment of Assets” {"IAS 36"

Intangible assets with finite lives are subject to impairment testing on indication of impairment. Any impairment losses are written off immediately
to income. '

Borrowing costs
Borrowing costs are charged to the income statement in the year in which they are incurred,
Leases

Assets held under finance leases are capitalised and included in property, plant and equipment at the lower of the present value of the minimum lease
payments or fair value. Each asset is depreciated over its estimated useful life on a straight-ine basis. Obligations refating to finance leases, net of finance
charges in respect of future periods, are included under borrowings. The interest element of the rental cbligation is allocated to accounting periods during
the lease term to reflect a constant rate of interast on the remaining balance of the obligation for each accounting period. Provisions for dilapidations are
made where necessary.

Rentals under operating leases are charged to the income slatement on a straight-ling basis over the lease pericd.
Inventories

Inventory s valued at the lower of cost and net realisable value. No interest is included but, where appropriate, cost includes production and other
attributable overhead expenses as described in International Accounting Standard 2 "Inventories” (*IAS 2%). Costis calculated on a first-in-first-out asis
by reference to the invoiced value of supplies and attributable costs of bringing the inventory to its present location and condition.

All inventories are reduced 1o net realisable value where the estimated selling price is lower than cost.
Taxation
The charge or credit for 1axation is based on the profit or loss for the year and takes into account deferred taxation.

Ceferred taxation is accounted for using the balance sheet liability method in respect of temporary differences arising from differences between the canying
amount of assets and lizbilities in the financial statements and the corresponding tax bases used in computation of taxable profit. Deferred taxation is not
provided on the initial recognition of an asset or liabilty in a transaction, other than in a business combination, if at the time of the transacticn there is no
effect on efther accounting or taxable profit or 10ss.
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2. Accounting policies continued

Deferred tax assets are recognised to the extent that # is probable that future taxable profit will be avalable against which the temporary difference can be
utiised. Their cartying amount is reviewed at each balance sheet date on the same basis.

Deferrad tax is measured using the tax rates that are expected 1o apply in the periods in which the asset or liability is seftled based on tax rates (and tax
faws) that have been enacted or substantively enactad at the bafance sheet date. [t is recognised in the income statement except when i refates to ilems
credited or charged directly to equity, in which case the deferred tax is also dealt with in equity.

Deferred tax assets and liabilities are offset when they relate to income taxes levied by the same taxation autherity and when the Group intends to settle its
current tax assets and liabilities on a net basis.

Employee benefits

Group companies provide a number of long-term employes benefit arrangements, primarily through pension schemes. The schemes are generally funded
through payments to insurance companies or trustee-administered funds, determined by periodic actuarial calculations. The Group has both defined
benefit and defined contribution plans. A defined benefit plan is a pension plan that defines the amount of pension benelit that an employee wili receive
on retirement, usually dependent on one or mere factors such as age, years of service and compensation. A defined contribution plan is a pension plan
under which the Group pays fixed contributions into a separate entity. The Group has no legal or constructive obligations to pay further contributions if the
fungl does not hold sufficient assets to pay all employees the benefits relating to employee service in the current and prior periods.

Defined contribution plans
Ohligations for contributions to defined contribution pension plans are recognieed as an expense i the income statement as they fall due.
Defined benefit plans

The hakilty recognised in the balance sheet in respect of defined benefit pension plans is the present value of the defined benefit obligation at the balance
shest date less the fair value of plan assets, together with adjustments for unrecognised actuariat gains or Insses and past service costs. Defined benefit
obligations are calcufated annually by independent actuaries using the projected unit credit method. The present value of the defined benefit obligation is
determined by discounting the estimated future cash outflows using interest rates of high-quality corporate bonds that are denominated in the currency in
which the benefits will be paid, and that have terms to maturity approximating to the terms of the related pension liability.

Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions are charged or credited 1o the statement of
recognised income and expense in the year in which they arise,

Current service costs, past service costs, administration costs, expected return on assets and interest costs are recognised immedialely in income, unless
the changes to the pension plan are conditional on the employees remaining in service for a specified period of time (the vesting period). In this case, the
past-service costs are amortised on a straight-line basis over the vasting period. All pension costs are recorded as a component of administrative costs.

Provisions

Pravisions are recognised when the Group has present legal or constructive obligations as a result of past events, it is probable that an autflow of
resources will be required to settle the obligations and a refiable estimate of the amount can be made. Where the Group expects a provision to be
reimbursed, for example under an insurance contract, the reimbursement is recognised as a separate asset but only when the reimbursement is vitually
certain. Where material, the Group discounts its provisions.

Contingent liabilities and contingent assets

A contingent liakility is a possible obligation that arises from past events and whose existence will only be confirmed Dy the occurrence or non-cecurrence
of one or more uncertain future events not wholly within the control of the Group. It can also be a present obligation arising from past events that is

not recognised because it is not probable that outflow of economic resources will be required or the amount of obligation cannot be measured reliably.

A contingent liability is not recognised but is disclogsed in the notes to the financial statements. When an outflow becames probagle, it is recognised

as a provision.

A contingent asset is a possible asset that arises from past events and whose existence will be confirmed only by the accurrence or non-occurrence
of one or mare uncertain events not wholly within the contral of the Group. Cortingent assets are not recognised but are disclosed in the notes to the
financial statements when an inflow of economic benefits is probable. When inflow is virtually certain, an asset is recognised.

Financial instruments

Financial assets and financial liabilities are recognised in the Group's balance sheet when the Group becomes a party 1o the contractual provisions of
tha instrument.

Trade and cther receivables
Trade and other receivables are initially measured at fair value and subseguently measured at amortised cast less any provision for impairment, Trade and
other receivables are discounted when the time value of money is considered material,

Cash and cash equivalents
Cash and cash equivalents, with originat maturities at inception of less than 90 days, comprise cash on hand and demand deposits, and other short-term
highly liquid investmenits that are readily convertible to a known amount of cash and are subject to an insignificant risk of changes in value.

For the purpose of the cash flow statement, cash and cash equivalents comprise cash at bank, cash in hand, short-term deposits with an original maturity
of three months or less held for the purpose of meeting short-term cash commitments and bank overdrafts.
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2. Acecounting policies continued

Financial liabilities and equity

Financial llaGilities and equity instruments issued by the Group are classifisd according to the substance of the contractual arrangements entered into
and the definitions of a financial lkability and an equity instrument. An equity instrument is any contract that evidences a residual inlerest in the assets
of the Group after deducting all of its liabilities, The accounting policies adopted for specific financial liabilties and equity instruments are set out below.

Bank borrowings

Interest-bearing bank loans and overdrafts are measured initiaky at fair value and subsequently at amortised cost, using the effective interest rate method.
Any difference between the proceeds {net of transaction costs, which include debt issuance costs) and the seftlernant or redemption of borrowings is
recognised in the income statement over the term of the borrowings.

Trade and other payables
Trade and other payables are initially measured at fair value and subsequently measured at amortised cost. Trade and other payables are discounted when
the time value of money is considered material,

Equity instruments
Equity instruments issued by the Company are recorded at the proceeds received, net of directly attributable issue costs.

Derivative financial instruments

Derivatives embedded in other financial instruments or cther hast contracts are treated as separate derivatives when thair risk and characteristics are not
closaly related to those of host contracts and the host contracts are not carried at fair value with unrealised gains or losses reported in the income
statement. Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are subsequently re-measured at their fair
value. Movements in fair value of foreign currency exchange derivatives are recognised within other operating income/expense and those relating to interest
rate swaps are recorded in interest payable and other financial charges.

Hedge accounting has not been adopted therefore the change in fair value is recognised directiy in the income statement as it arises.

3. Critical accounting estimates and judgements

The application of judgement is fundamental t¢ the compilation of & set of financial statements, some of which relates to transactions or balances that
are of greater significance than others. The primary area in which this affects the Group is noted below:

Pensions

The present valug of the Group's pension obligations depends on & number of actuarial assumgptions. The primary assumptions used include the expected
long-term rate of return on invested funds, the discount rate applicable to scheme liablities, the long-term rate of inflation and estimates of the mortality
applicable to scheme members.

At each reporting date, and on a continuing basis, the Group reviews the macro-economic and company specific faciors influencing each of these
assumptions, based on professional advice, in order to record the Group's ongoing commitment and obligation to defined benefit schemes in accordance
with IFRS. The Group is aware of, and alert o, the need to inform the Pensions Regulator to the extent that the Group is involved in any corporate activity
that affects the rights of pension scheme members and the carrying value of the pension schemes. Each of the underlying assumptions is set out in more
detal in note 24.

4. Segmental analysis

The results below for the year ended 31 December 2005 are divided into gontinuing and discontinued operations, with the two continuing segments
described as Grocery and Fresh Produce. Following the disposal of our Tea business, within Grocery we now refer to two product groupings, nairely
Convenience Foods, Pickles, Sauces and Meat-Free {which now incorporates Quorn and Cauldron products) and Spreads, Desserts and Beverages.
Results for the Tea business and Jonker Fris are presented as discontinued operations.

Each of these segments primarity supplies the United Kingdom market, although we also supply certain products to mainiand Europe and the

United States. Inter-segment transfers or transactions are entered inte under the same terms and conditions that would be available to unretated thixd
parties. Thesg segments are the basis on which the Group reports is primary segment infarmation. The segment results for the years ended 31 December
2005 and 2004 are as follows:
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4, Segmental analysis continued

Year ended 31 December 2005
Grocery Fresh Produce m&&é‘k?ﬁ};a&:ﬁ
£m £m £m £m
Turnover from continuing operations 683.4 106.3 - 789.7
Result
Operating profit before exceptional tems 101.6 0.5 - 102.1
Exceptional items {3.1) (3.7) - (€6.8)
Interest payable and other financial charges - - (51.5} {51.5)
Interest receivable - - 8.0 80
l;"ljaf'it before taxation for continuing operations T 98.5 ._.'-1(3.2) B (43.5} - 5187
Taxation - - (14.9) {14.9)
Profit after taxation for continuing operations 08.5 (3.2) {58.4) 36.9
Discontinued operations 46.7 - - 46,7
Profit for the year 1452 3.2 {58.4) 83.6
Balance sheet
Segment assets 800.0 42.7 - 8427
Unallocated assets - - 15.7 15.7
Consolidated total assets 800.0 42,7 15.7 858.4
Segment lizbilities {238.9) (13.2) - {252.1)
Unallocated liabilities - - {624.3) [624.3)
Consolidated total liabilities {238.9) {13.2) {624.3) {876.4)
- Year ended 31 December 2005
Grocery Fresh Produce Discontinued Tosal for Group
COther information tm £m Cm <m
Capital expenditure 42.4 23 51 49.8
Software expendtture 0.8 0.2 - 1.0
Depreciation 13.0 29 22 18.1
Amortisation 6.3 - 0.3 6.6
T Year ended 31 December 2004
Grocery Fresh Produce Unallocaled Tetal for Group
£m m £m m
Turnover from continuing operations 594.4 150.3 - 744.7
Result
Cperating profit before exceptional items 06 57 - 96.3
Exceptional items 9.2} 8.5) - {15.7)
Interest payabte and other financial charges - - (83.6) (83.6)
Interest receivable -~ - 53 53
Profit before taxation for continuing operations 81.4 0.8 (78.3) 2.3
Taxation - - 0.1 01
Profit after tax'ation for continuing operations 814 0.8 o .(78.2) 24
Discontinued operations 13.4 - - 134
Profit for the year 94.8 0.8 (78.2) 15.8
Balance sheset
Segment assets 487.1 39.5 - 526.6
Unallocated assets - - 24,2 24.2
Consolidated total assets 4871 39.5 242 550.8
Segment liabilities (192.6) (13.1) - (205.7)
Unallocated liabilties - - (397.0} (397.0)
Consolidated total liabilities (192.8) (13.1) (397.0 (602.7)
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4, Segmental analysis continued

Grocery Fresh Produce Discontinued Total for Group '
Cther information £m m m £ra
Capital expenditure 326 0.9 38 37.3
Software expenditure 0.8 - - 0.9
Depreciation 13.0 2.0 4.0 19.0
Amortisation 28 - 0.7 35
Unallocated assets and liabilities comprise cash and cash equivalents, net borrowings, taxation balances and financial derivatives.
Discontinued operations
Discontinued operations had the following effect on the segment results of Grocery, analysed into continuing and discontinued components.
Continuing Discontinued Total Grocary
2005 2005 2005
Em £m £
Turnover 683.4 77.2 7606
Result
Operating profit 98.5 8.3 106.8
T Conlinuing Discentinued VTota‘ Grooery .
2004 2004 2004
£m Oy £m
Turnover 594.4 152.1 T46.5
Result
Operating profit 81.4 9.6 21,0

Segmental analysis — secondary

The following table provides an analysis of the Group's tumaver, which is allocated on the basis of geographical market destination, as wel as an analysis
of segmental assets and additions to property, plant and equipment and ntangible assets, which are allocated by geographical market origin.

Turnover Total capital expenditure
(continuing) Carrying value of segmental assets o (nr‘cludin_g g_g!l}yar\_e)__
2005 2004 2005 2004 2005 2004
m jug] m fm tm £
Urited Kingdom 757.4 724.5 858.4 533.5 50.1 35.8
Mainland Europe 254 14.0 - 17.3 0.7 2.4
Other countries 6.9 8.2 - - - -
Total 780.7 7447 858.4 550.8 50.8 382
Turnover from discontinued operations substantially refates to United Kingdom and Mainland Europe,
5. Exceptional items
During the year, the Group incurred the following:
e e e - - 2005 e
fm m
Exceptional items — continuing operations
Bird's — transitional manufacturing costs 4.7 -
- other integration cosis 0.5 -
MBM restructuring costs 3.7 3.9
Nel insurance recovery on Bury St Edmunds {4.7) (3.5)
Sudan 1 2.4 -
PO 08 15.0
Restructuring and other costs 0.7 03
Property disposal {1.4) -
Total 6.8 15.7

{a) Bird's transitional manufacturing costs

On 14 February 2005 the Group acquired the Bird's Custard, Angel Delight and associated brands from Kraft Foods Ing. (collectivety “Bird's”).
Following the acquisition, the product range continued to be produced at the Kraft's factory in Banbury under a series of transitional arrangements.
These arrangements were extended to the end of the year following the decision 1o ensure the continuity of supply to cur customers during the heavy
pre-Christmas trading season for Bird's, For the purposes of comparability, we have presented the addiional cost of sourcing production from Kraft as

exceptional costs,
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5. Exceptional items continued

(b} MBM resiructuring costs

In the: period to 31 December 2008, as part of our ongoing commitment 1o manufacturing efficiency, we incurred restructuring costs and stock write-offs
relating to rationatisation of operations within the Fresh Produce segment. This has been part of an ongoing process, which began in the second half of
2004 and is the result of a significant joss of contract business.

{c) Net insurance recovery on Bury St Edmunds

n 27 Qctober 2004, the Group suffered a serious fire at its Bury St Edmunds factory, the primary manufacturing site for pickles and sauces.
Subsequently, the faclory has been rebuilt and the benefit of replacing depreciated assets with new capital investment has been credited as exceptional
income, net of the impact of writing off the damaged assets.

{) Sudan 1

On 18 February 2005, the Food Standards Agency initiated the recall of a number of products that had been identified as being contaminated with

a dye, “Sudan 17, which is not authorised for use in foed products. The dye was traced to a batch of chilli powder supplied to the Group and inits
manufacture of Worcester sauce. The Group used the Worcester sauce in three other products and supplied Worcester sauce to a number of retail and
food ingredient customers. Claims against the Company by customers relating to the recall are being dealt with by our insurers and we continue to believe
we have no material financial exposure in this respect.

During the course of the recall the Group incurred a number of legal and other expenses involved in the handling of the recall. These are the subject of a
claim against the supplier of the contaminated chilli powder and its insurers. In case such recovery is unsuccessiul the Group has provided in fult for these
costs and has recorded an exceptional cost of £2.4m in relation to this matter,

{a) IPO

in 2004, the Company's initial public offering {IPO”) resufted in expense totalling £15.0m for continuing operations. This expense included the cash
cancellation of existing share options, the cash cancellation of 30% of senior management’s shara options and the cost of issue of new 1 pence ordinary
share options, exercisable one year after the IPO. We also incurred a further £3.1m of costs, attributable to the IPO, of which £0.9m were charged in 2005.

{fi Restructuring and other costs
These primarily relate to the restructuring of the production and administration facilities in the UK grocery business.

{g) Property disposal
This refates to the sale of a surplus property in the West Midlands. This property was not used in our operations.

Far the year ended 31 December 2004, exceptional items relating 1o the Tea and Jonker Fris businesses have been restated and reclassified to
discontinued operations.

6. Operating profit for continuing operations

2005 2004
em &m

Operating profit for continuing operations has been arrived at after charging/(crediting):
Cost of inventories sold {included in Cost of sales) 570.4 552.2
Employee benefits expense (note 7) 107.2 103.0
Depreciation of groperty, plant and eqguipment
— owned assets 15.7 15.0
~ under finance leases 0.2 -
Amortisation of intangible assets (included in Administrative costs)
- software 0.8 05
- brands 55 2.3
Impairment of property, plant and squipment (included in Administrative costs) - 2.3
Operating lease rental payments
- plant and eguipment 4.0 a5
- land and buidings 27 1.8
Repairs and maintenance expenditure 15.6 13.9
Research and development costs 1.5 0.9
Gain on disposal of property, plant and equipment “4.7) 2.9
Net foreign exchange losses 04 &2
Auditors’ remuneration
Audit services
- statutory audit services 0.5 05
— audit-related regulatory reporting 0.1 0.1
Other services not covered above 0.3 2.4
Total auditors” remuneration 0.9 30

The amount included in audit fees for cther services relates predominately to work associated with (FRS conversion during 2005 and the Group's IPO

in 2004,

Operating lease obligations are further disclosed in note 30.
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7. Employees

2006 2004

m £m
Staff costs for the Group during the year for continuing operations

Wages and salarles 92.6 90.3
Social security costs 8.3 8.0
Termination benefits 04 1.5
Share options granied to directors and employees 1.1 0.2
Pensicn costs — defined contribution plans 0.9 0.4
- defined benefit pians 3.9 2.6
Total staff costs 107.2 103.0
B ) Number Number

Average monthly number of people employed (including executive directors)
Managermeant 353 283
Administration 668 528
Production, distribution and other 3,006 2941
Total employees 4,027 3,762

Directors’ remuneration {including retirement benefit accruing to the directors under defined benefit schemes) is disclosed in the directors’ remuneration
report on pages 38 to 44.

8. Interest payable and receivable

On 6 June 2005, the Group renewed its borrowings with term facilities of £325.0m repayable over the period to 8 June 2010 and revolving credit facilities
of £455.0m, of which £260.0m was drawn down as at 31 December 2005. As a result of these changes, debt issuance costs of £6.3m (2004: £10.5m)
refating to the prior facilities were written off to interest payable.

2005 200a

£m o
Interest payable
Interest payable on bank loans, senior notes and overdrafts 8.6 22.4
Interest payable on unsecured, unguaranteed loan notes - 114
Interast payable on term facility 204 15.7
Interest payable on revolving facility 13.4 89
Amortisation of debt issuance costs 1.7 39
Fair valuation of interest rate swaps 11 -
) 45,2 62.0
Senior notes early redemption penaity - 1.1
Accelerated amortisation of debt issuance costs 6.3 105
6.3 216
Total interest payable and other financial charges 51.5 836
Interest receivable - bank deposits {8.0) 15.3}
Net interest payable 43.5 783
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9. Taxation
Analysis of the charge/icredit) for the year

Continuing operations Discontinued cperations Vm'-fml‘ariw
2005 2004 2005 2004 2005 2004
£m £m m £m £m £m
Current tax
- currant year 124 1.0 25 5.3 14.9 6.3
— prior years 0.1 (7.9) - - 0.1 (7.9)
Cverseas current tax (current year) - - - 07 - 07
Deferrad tax
- curvent year 2.7 6.8 - - 27 6.8
- prior years {0.3) - - - 0.3) -
Income tax chargef{credit) for the year 14,9 0.1} 25 6.0 17.4 59
Tax refating to ftems recorded in equity was:
= - . . -
tm m
Current tax credit on pension charges reflected in reserves (1.6) -
Current tax credit on share options (0.7} -
Deferred tax credit on pension charges reflected in reserves (6.1) (16.8)
(8.4) (16.8)

The tax charge/(credi) for the year differs from the standard rate of corporation tax in the United Kingdom {30%) for the years ended 31 December 2005
and 2004. The reasons for this are explaned below:

2005 2004

om £m
Profit before taxation for continuing operations 51.8 23
Tax at the domestic income tax rate of 30% (2004: 30%}) 15.5 07
Tax effect of:
{Norrtaxable)disalowahle exceptional items {0.7) 38
Other disallowable iterns 0.3 -
Tax losses not recognised - 33
Adjustment to prior years (0.2} 7.9
Tax charge/{credit) 14.9 0.1

10, Discontinued cperations

On 30 Qctober the Group entered into a sale agreement {o dispose of its tea businesses for £80.2m. Also on 7 December, the Group entared into a sale
agreement 1o dispose of its Jornker Fris business for £4.4m, These disposals were effected in arder to generate cash flows for the expansion of the
Group’s other businesses.

The results of the discontinued operations for the period from 1 January 10 the dates of disposal are as follows:

2005 2004

tm m
Turnover A 77.2 1521
Expenses (68.9) (142.5)
Profit before tax o o B o 8.3“ o ﬁ_él-g_
Income tax expense {2.5) 2.4)
Profit after tax on discontinued operations for {he period - h 5.8 75_
Profit on dispase! before tax ) ’ - a08 a8
Tax on profit on disposal - (3.6
Profit on disposal after Ia;a_t“jon ) 40.9 o 6.2
Total profit arising from discontinued op_tamfations o B ) : 46.7 ) 134

During the year discontinued operations contributed £6.5m (2004: £16.8m) to the Group's net operating cash flows, paid £5.1m {2004: £3.8m) in raspect
of investing activities and paid £nit (2004: £nil) in respect of financing activities.

A cash inflow of £81.6m (2004: £34.2m) arose on the disposal of discontinued operations.

The carrying amounts of the assets and liabilities at the date of disposals are disclosed in note 28.
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11. Earnings per share

Basic earnings per share have been calculsted by dividing earnings atiributable to ordinary shareholders of £83.6m (2004: £15.8m) by the weighted

average number of ordinary shares of the Company.

2005 2004
Diutive effect e Diutve effect ’
Basic EPS of share options Diluted EPS Basic EPS. of share options Diluted EPS
Continuing operations
Profit after tax (£m) 36.9 - 36.9 2.4 - 2.4
Weighted average number of shares (million) 2455 2.4 247.9 159.2 3.0 162.2
Eamings per share {pence) 16.0 (0.1) 14.9 1.5 - 1.5
Discontinued operations
Profit afler tax (£m) 46.7 - 46,7 134 - 134
Weighted average number of shares {mition} 2455 2.4 247.9 158.2 3.0 162.2
Earmings per share (pence) 19.0 0.2} 18.8 8.4 {0.2) 8.2
Total
Profit after tax (£m) 83.6 - 83.6 15.8 - 15.8
Weighted average number of shares {million) 245.5 24 247.9 158.2 3.0 162.2
Earnings per share (pence) 34.0 (0.3} 337 9.9 0.2) 9.7

Diluted earnings per share

Diluted earnings per share Is calculated by adjusting the weighted average number of erdinary shares outstanding 1o assume conversion of all dilutive
potential ordinary shares. The only dilutive potential ordinary shares of the Company are share options. A calculation is done to determine the number of
shares that could have been acquired at fair value (determined as the average annual market share price of the Company's shares) based on the monetary

value of the subscription rights attached to the outstanding share options,

The number of shares used 1o calculate ordinary earnings per share is compared below with the number of shares that wouid have been issued assuming

the exercise of the share options.

No agjustment is made to earnings in calculating undiuied and diluted earnings per share.

2004

2005
Number Number
Weighted average number of ardinary shares for the purpese of basic earnings per share 245,471,086 159,224,050
Effect of diutive potential ordinary shares:
Share options 2,438,835 3,048,316
Weighted average number of ordinary shares for the purpose of diluted earnings per share 247,909,921 162,272,366
12. Dividends

The Board proposes a final dividend of .50 pence per ordinary share {2004: 9.00 pence) payable on 7 July 2006 10 shareholders on the Register of
Members at 9 Jung 2006 resulting in an aggregate dividend in 2005 of 14,25 pence per ordinary share (2004: 9.00 pence). In accardance with IFRS

a final dividend is recognised in the period in which it is declared and an interim dividend is recognised in the period in which it is paid.
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13. Property, plant and equipment

Frechod lard  Longleasshold  Shorl leasehold Vehicles, plant
and buildings properties properties and equipment Total
Cm £m m £m m

Cost
At 1 January 2004 77.0 - 0.8 266.0 3438
Additions 1.5 - - 358 37.3
Disposal of subsidiaries/businesses 8.6) - - (28.9) (37.5)
Other disposals 7.5) - 0.8) (24.8) 33.1)
Reclassifications 04 - - 0.4) -
Exchange adjustments 0.3} - - 2.1) 2.4}
At 31 December 2004 62.5 - - 245.8 308.1
Additions 28 - - 47.0 49.8
Acquisition of subsidiaries/businesses 9.1 2.2 0.6 34.8 46.7
Oisposal of subsidiares/ousinesses 19.8) - - (45.5) (55.3)
Other disposals 2.5) - - (14.4) {16.9)
At 31 December 2005 62.1 22 0.6 267.5 3324
Aggregate depreciation and impairment
At 1 January 2004 19.7 - 0.4 175.8 185.9
Depreciation charge for the year 2.1 - ~ 16.9 18.0
Disposal of subsidiaries/businesses {4.9} - - 20.7} (25.6)
Other disposals 3.9 - {0.4) {19.5) (23.8)
Reclassifications 02 - - 0.2) ~
Impairments 0.8 - - 1.5 23
Exchange adjustments 10.2) - - 0.8) (1.0)
At 31 December 2004 13.8 - - 153.0 166.8
Depreciation charge for the year 2.1 - - 16.0 18.1
Disposal of subsidiaries/businesses {3.7) - - {340 37.7}
Cther disposals 0.7 - - {11.4) (12.1)
At 31 December 2005 115 - - 1236 1351
Net book value amount
At 31 December 2004 43,7 - - 92.6 141.3
At 31 December 2005 50,6 2.2 0.6 1439 197.3

The net book value of the Group’s vehicles, plant and equipment includes an amount of £0.8m (2004: £nil) in respect of assets held under finance lzases.
At 31 December 2005 the Group had entered into contractual commitments for the acquisition of property, plant and eguipment amounting to £5.1m
(2004: £2m).

The impairment loss in 2004 refated to our Fresh Produce segment.
An amount of £0.5m (2004: £nil) was recognised as accelerated depreciation for plant and equipment that had no further useful economic life.

Following our transition to IFRS, the Group conducted a review of useful economic lives and residual values of its plant and equipment using indegendent
valuation advice. As a consequence, we have revised the weighted average useful fives of our assets, with the effect of reducing our current year and
cngoing depreciation charge by £3.0m-£3.6m annually.

14, Goodwill
2005 ZDOA‘:
£m £m
Cost
At 1 January 129.4 134.4
Acquisition of subsidiaries 138.7 -
Disposal of subsidiaries/businesses (0.4) (5.0}
At 31 December 267.7 129.4
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14. Goodwill continued
Impairment tests for goodwill

Goodwill acquired in a business combination fs allocated, on acguisition, to the cash-generating units {(*CGUs") that are expected to benefit from that
busiress combination. A summary of the goodwill by CGU is presented balow:

2005 2004

m £m

Grocary
Ambrosia 54.8 54.8
Nastlé 73.6 736
Marlow 76.9 -
Bird's 38.4 -
Cauidron 213 -
Gedney's 21 -
Other 0.6 1.0
Net carrying value of goodwill 267.7 128.4

Goodwill is tested annually for impairment, or more frequently if there are indications that goodwill may be impaired. Confirmation of the CGUSs carrying
values is determined based on value-in-use calculations. The key assumptions for value-in-use calculations are those elating to discount rates, growth
rates and expected changes in seling prices and direct costs during the period. Discount rates are estimated using pre-tax rates based on the weighted
average cost of capital ("WACC") of the Group. Given that the products are closely related and share simifar risks and rates of return, consistent Group
discount rates are used for all CGUs. The growth rate is set below industry growth forecasts to be conservative. Changes in selling price and diract costs
are based on past practices and expectations of future changes in the market.

All projections are based on information approved by management in respect of the initia! five years’ cash flows. Subsequent cash fiows are increasad in
line with historic UK GDP of 2% t0 2.25%.

Assumptions are based upon events in prior periods as adjusted for expected developments in the following year with reference 1o market
conditions. All lurnover and costs are laken into account and an estimate of capital expenditure reguired to maintain these cash flows is also made.
As at 31 December 2005 the rate used to discount the forecasted cash flows was 7.75% (2004 7.84%).

There was no evidence of impairment from the reviews performed in 2004 or 2005,

15, Intangible assets

2008 2004

Scftware Brands Total Software Brands Tatal
rn Cm m Cm rm <m
Cost
At 1 January 3.7 55.3 59.0 2.8 553 58.1
Additicns 1.0 - 1.0 0.9 - 0.9
Acquisition of subsidiaries/businesses 02 110.2 110.4 - - -
Disposal of subsidiaries/businesses - (7.3} (7.3) - - -
At 31 December 49 158.2 163.1 3.7 55.3 58.0
Amortisation
At 1 January 1.2 52 6.4 05 2.4 29
Charge for the year 08 5.8 6.6 a7 28 35
Disposal of subsidiaries/businesses - {1.4) (1.4 - - -
At 31 December 20 9.6 11.6 1.2 52 G.4
Net book value 31 December 29 148.6 151.5 25 50.1 52.6

Brands are considered to have finite useful lives and are amorlised on a straight-lne basis over their estimated useful lives of 20 to 30 years. Software is
amortised on a straight-line basis over their estimated useful iife of 3 to 15 years.

Contained within brands are vaiues attributed to the acguisitions of Mariow Foods ("Quorn”) and Bird's {"Birds” and “Angel Delight”). The value of intangible
assets as at 31 December 2005 for these acquisitions was £80.0m and £30.2m respectively. The remaining periods of amortisation for these assets was
29.5 yvears and 19.1 years respectively. The valuation of intangible assets was completed using a qualified independent valuation expert. Therg is no
restriction to titke for any of the intangible assets carried by the Group.
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16. Investments

2005

2008
£m £m
Unlisted investments
At 1 January 0.1 0.3
Disposal of subsidiaries/businesses ~ 0.2
At 31 December 0.1 0.1
The investments included above represent investments in unlisted equity securities and debentures. They have no fixed maturity or coupon rate.
The fair values of the securities are based on market vaiue and debentures at their amortised carrying value.
Principal subsidiaries
- Effective nterest Effective inferss!
in ordinary in ordinary
Couniry of incarporation share capital &t share capital at
or registration and 31 Decernber 31 December
MNarne of subsidiary principal operations Principal activity 2006 2004
Operating subsidiaries
Chivers Hartley Limited United Kingdom Spreads and pickles manufacturing 100% 100%
H.L. Foods Limited United Kingdom Food canning and processing 100% 100%
Jonker Fris BV The Netherlands Food canning and processing - 100%
MBM Produce Limited United Kingdom Potato processing and grading 100% 100%
Premier Ambient Products United Kingdom Spreads, pickles, vinegar, jelly and desserts 100% 100%
(UK Limited and convenience foods manufacturing
Premier International United Kingdom Hot and cold beverages manufacturing 100% 100%
Feods UK Limited
Marlow Feods Holdings Limited (Quorn}  United Kingdom Meat-free manufacturing 100% -
Monument (GB) Limited (Gedney's) United Kingdom Fresh fruit and vegetables supply and distribution 100% -
Cauldren Foods Limited United Kingdom Meat-free manufacturing 100% -
Other subsidiaries
Premier Brands Foods Limited United Kingdorm intermediate holding company 100% 100%
Premier Financing Limited United Kingdorn Intermediiate holding company 100% 100%
Premier Foods {Holdings) Limited United Kingdom Intermediate holding company 100% 100%
Premier Foods Investments Limited United Kingdom Financing 100% 100%
Premier Foods Investments United Kingdom Intermediate holding company 100% 100%
No. 1 Limited
Premier Foods Investments United Kingdom intermediate holding company 100% 100%
No, 2 Limited
Premier Foods Investments United Kingdom Intermediate holding company 100% 100%

No. 3 Limited

Premier Foods nvestments No. 3 Limitedt (*PF1 No. 3" is a direct wholly owned subsidiary undertaking of Premier Focds plc. All other subsidiary
undertakings are held indirectly by Premier Foods pic.

Each of the principal subsidiaries have the same year end as Premier Foods pic, except for Cauldron Foods Limited which has a year end of 31 March.
This is a result of having acquired Cauldron Feods Limited on 30 October 2005. 1t is our intention 1o change the reporting date of this subsidiary. Each of
the companies above has been included in the Group consclidation. The companies listed above are those that materiatly affect the results and the assets
of the Group. A full list of subsidiaries is available from the Company Secretary.
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17. Inventories

2005 2004
£m £m
Raw materials 30.7 314
Work in progress 1.8 3.1
Finished goods and goods for resale 57.3 57.3
inventories 89.8 91.8
18. Trade and other receivables
o 2006 2004
£ fm
Amounts falling due within one year:
Trade receivables 106.7 90.7
Prepayments 4.6 5.7
Interest recsivable 1.7 -
Other receivables 233 14.2
Trade and other receivables 136.3 110.6
The Group considers that the carrying amount of trade and other receivables approximate their fair value.
19, Trade and other payables
h 008 C o200
m m
Amounts falling due within one year
Trade payables 1301 117.9
Other tax and sccial security payable 4.4 4.7
Other payables 21.2 8.5
Accruals 111 5.4
Trade and other payables 166.8 136.5

The Group considers that the carrying amount of trade and other payables approximate their fair value.
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20. Bank and other borrowings

2005 T 200

£m £m
Due within one year:
Secured Senior Credit Facility — Term (note a) 25.0 -
Debt issuance costs (0.6) -
' . 24.4 .
Secured Senior Creit Faciity — Revalving {note a) noe -
Debt issuance costs (0.5) -
10.4 -
Secured Senior Credit Facility — Term A {note b) o ’ - 93
Dabt issuance costs - 0.9
h ' - 8.4
Secwed Senior Credit Facility — Term B (note b) o S . 07
Dett issuance costs N - (1.1)
h - ' o ) - 96
Bank overdrgﬂs ) . 08 )
Total bank borrowings due within one year o 35677 279
Finance lease cbligations {note 21) 0.3 -
h o 359 ?7.9
Due after more than one year:
Secured Senior Credit Facility — Term (nole a) 300.0 -
Cebt issuance costs (1.4 -
Secured Senior Credit Facility — Revolving {note &) ) T 249.6““ B
Debt issuance costs 2.2) _
: - - 2468 B
Secured Senior Gredit Faclity — Term A (note b) o - - 166.5
Debt issuance costs - (2.4)
o . e - s
Secured Senior érédit Facility — Term B (notg _b) T o - 103.5
Debt issuance costs - 2.8}
’ T - 190.7
Total bank borr;;wings due after more than one year - T 545.4 3548
Finance lease obﬁgaﬁons (note 21) h 0.6 -
Other unsecured loans 0.1 0.1
Total other - ) T o OR'?i 77776?
i - 546.1 3549
Loan notes dJe 2008 (nota ¢) - - o 4.1 o
Total bank and other borrowings o 586.1 3828

The Group’s borrowings are denominated in pounds sterling. The borrowings are secured by a floating charge over all assets of the Group.

Cash and bank deposils and short-term borrowings included in the balance sheet reflect the anticipated level at which the Group will offset cash and
overdrafts and legal rights to such offset in accordance with 1AS 32.

{a) Senior Term Credit Facility and Reveclving Credit Facility Arrangement - 2005

On & June 2005, the Group refinanced and entered into a new Term and Revolving Cradit Facility agreement. This was arranged by BNP Paribas,
JP Morgan ple, Llioyds TSB Bank pic and The Royal Bank of Scotland plc as lead arrangers and underwriters and Lioyds TSB Bank plc as facility
agent and security trustee. These faciities were subsequently syndicated to a further 23 financial institutions.

The Senior Term Credit Facility comprises £325.0m. The Revolving Credit Facility is a multi-currency revolving credit facility of up 1o £455.0m
{or its eqguivalent in other currencies). The Tinal maturity date of the above arrangements is 6 June 2010.

{b} Senior Credit Facility and Acquisition Facility Arrangement — 2004

The faciliies in place prior to 6 June 2005 included a Senior Credit Facility and an Acquisition Facity agreerent with J.P. Morgan plc as arranger,
JPMorgan Chase Bank as underwriter and with J P Morgan Furope Limited as agent and security trustee. Linder the Senior Credlit Facility, a syndicate
of financial institutions made £380.0m of credit facilitios available to the Group.

The Senicr Credit Faciity comprised £175.8m of Term A facilities and £204.2m of Term B facilities. In addition a multi-currency revolving credit facility
of £200.0m {or its equivalent in other currencies) was available. These facilities were repaid on 6 June 2005,
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20. Bank and other borrowings continued
(¢) Loan notes

As part of the acguisition arrangemant of Mariow Foods Holdings Limited, on 6 June 2005, the Group entered into deferred consideration arrangements
with certain individuals. This resutted in loan nates being issued to the Group. These notes incur interest at six month LIBOR rate and mature in 2008.

21. Financial instruments

The Group is subject to the risks arising from adverse movements in interest rates and foreign currency. The Group uses a variety ¢f derivative financial
instruments to manage these risks. The managing of these risks, along with the day-to-day managing of freasury activities is centralised and performed
by the Group Treasury function. The policy framework governing the managing of these risks is defined by the Treasury Committee which itseff is a
sub-comimittee appointed by the Directors. These policies are reviewad and approved by the Directors annually. The framework for managing of these
risks is incorperated into & policies and procedures manual,

The Group also enters into coniracts with suppliers for its principal raw material requirements, some of which are considered commedities. These contracts
are part of the Group's normal purchasing activities and always result in receipt of raw materials.

Fair value

The fair value of financial instruments traded in active markets {such as publicly traded derivatives) is based on quoted market prices at the balance sheet
date. The fair value of interest rate swaps and foreign currency forward contracts is estimated by calculating the present value using quoted market prices
at the batance sheet date. The fair value of foreign exchange option contracts is determined using forward exchange market rates at the balance sheet
date using the Garman Kohlhagen model. Where the model is unable to revalue the options, valuations are sought from reliable third parties.

For the purposes of valuing trade and other receivables, cash and cash equivalents, trade and other payables, the amounts, paid, payable, received or
receivable are assumed to approximate fair value. For disclosure purpeses the fair value of financial liabilities is estimated by discounting the future
contractual cash flows at the current market interest rate that is available to the Group for similar financial nstruments.

Market risk

Forgign exchange risk

The Group's functional and presentation currency is pounds sterling although some transactions are exacuted In non-sterling currencies, including
Euros, US dollars, Swiss Francs and Swedish Krona. The transactional amounts realised or setiled are therefore subject to the effect of movements

in these currencies against the pound, Management of these exposures is cantralised and managed by the Group's Treasury Function. It is the Group's
policy to manage the exposures arising using forwarg foreign currency exchange contracts and currency oplions, Hedge accounting is not sought for
these transactions.

Although the Group generates some of its profits in non-sterling currencies and has assets in non-sterling jurisdictions, the translation exposure
resulting from these profits and overseas net assets is not considered material and is currently not hedged. This matter is reviewed regularly by the
Treasury Committee.

Price risk
The Group is not exposed 1o any signifiicant equity or commodity price risks. The Group does nct trade in commaodities.

Credit risk
The Group's principal financial assets are cash and cash equivalents and trade and other receivables,

The Group has no significant concentrations of credit risk. Cash and cash equivalents are deposited with high-credit quality financial institutions. Cash and
ank deposits and bank overdrafts included in the balance sheet reflect the anticipated levet at which the Group will offset cash and overdrafts and legal
rights 10 such offset in accordance with the 1AS 32, Trade receivables are due principally from major grocery retailers, however, it is the Group's policy 1o
insure trade debt.

Liquidity risk
The Group has negotiated facilities with its bankers that provide sufficient headrcom to ensure liguicity and continity of funding. It has sufficient undrawn

banking facilities and reserve borrowing capacity. The Group tends 10 experience significant fluctuations in its shori-term borrowing position due to
seasonal factors; however, available revolving credit facilties are set at a level sufficient to meet the projected peak borrowing requirements.

Cash flow and interest rate risk

The Group borrows principally in pounds sterling at floating rates of interest and seeks to mitigate the effect of adverse movernents in interest rates oy
entering into derivative financial instruments that reduce the fevel of exposure to floating rates. The Group actively monitors its interest rate exposure, since
the high levet of debt makes its profitability sensitive to movements in interest rates. The level of fixed/capped debt is defined in the Group Treasury policy
and procedures, Hedge accounting for interest rate swaps has not been adopted.

Short-term receivables and payables

Short-term trade and other receivables and payables have been excluded from the interest rate risk analysis as they are interest free and given their
short maturity.
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21. Financial instruments continued

Cash and cash equivalents

2005 2004
£m m

Cash at bark and in hand 14.0 12.5

The cash and deposits all have maturities of less than ong vear and garn interest on floating rates basad on relevant LIBID equivalents.

Interest rate risk profile of financial assets

The interest rate risk profile of the Group’s non-deftivative financial assets as at 31 December was:

Cams | o
£m £m

Currency

Financial assets - floating rate

Cash at bank and in hand

Sterling 77 341

Euro 5.6 8.2

US doltar 0.3 1.2

Other 0.4 -

14.0 12.5

Interest rate risk profile of financial liabilities

The interest rate risk profile of the Group's non-derivative financial liabilities after taking account of the interest rate swaps used to manage the interest

profile was:

T Fized rate Fleating rate Total )
financial financial financial
liabilfies liabiities liablities

£m £m £m

Currency

Sterling {230.0) (298.1) {586.1)

At 31 December 2005 {290.0) {296.1) {586.1)

Sterling (190.0} (192.8) (382.8)

At 31 Decamber 2004 {190.0} (192.8) (382.8}

In addition, the Group's provisions of £0.7m and £2.9m, as at 31 December 2005 and 2004, respectively for restructuring and other fiabilities were
excluded from the above table and considered to be floating rate financial liabiiities. These cash flows are discounted where the effect is material.

Fixed rate financial liabilities

Weighted! average

Weighted average period for which
inferesi rate rate is fixed
% years

Currency sterling
Al 31 December 2005 4.65 3.49
Al 31 December 2004 4.93 2.88

The weighted average interest rates for fixed rate iiabilities excludes the borrowing margin as the derivative instruments used to fix the interest rates are not
allncated speciically against the Term and Revalving credit facilities. The pricing basis for all floating rate borrowings is LIBOR as adjusled by agreed
interest margins. If default occurs (such as a breach of financial covenant) the interest margin wil immediately rise to 1.20% until the default has been

corrected. The analysis of average interest rates and years to maturity on fixed rate debt is stated after adjusting for interest rate swaps.

The floating rates applicable to interest rate swaps are repriced quarterly based on the prevalling market rate at the reset date. The interest rate swaps are
scheduled to mature on 18 November 2007 (notional principal of £180m) and 30 September 2009 (notional principal of £110m). A forward starting swap
has also been entered into as at 31 December 2005 which commences on 19 Naovember 2007 (notional principal of £140m) and is scheduled to mature

on 30 September 2009. Interest under these swaps Is payable at fixed interest rate varying from 4.2% to 4.9% per annum.
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21, Financial instruments continued
Maturity of financial liabilities

The Group's non-derivative financial liabilities that are subject to interest-rate changes and their maturity dates were as follows:

Within 1 year 1 and 2 years 2 and 3 years Jand 4 years 4 and 5 years Gver 5 years Total
£m £m £m £m 'm m m

At 31 December 2005
Bank Term Loan 25.0 40.0 55.0 60.0 145.0 - 325.0
Bank Revolver Facility (Drawn down) 11.0 - - - 249.0 - 260.0
Debt issuance costs (1.2} (1.2) (1.1) 1.0 (0.3) - 4.8)
Bark averdrafls 0.8 - - - - - 0.8
Finance leases 0.3 0.3 0.1 0.1 0.1 - 0.9
Loan notes - - 4.1 - - - 4.1
Other - - - - 0.1 - 0.1
Total debt 359 39.1 58.1 59.1 383.9 - 586.1
At 31 December 2004
Bank Term Loan 20.0 300 55.0 85.0 210.0 - 380.0
Bani Revolver Facility (Drawn down) - - - _ - _ -
Debt issuance costs {2.0 (1.7) (1.5) (1.4 0.6) - 7.2}
Bank overdrafts 9.9 - ~ - - - 99
Finance leases - - - - - - -
Loan notes - - - - - - -
Other - - - - - Q1 0.1
Total debt 279 28.3 53.5 63.6 2094 [on! 382.8

The above liabilities are subject to floating rates al appropriate LIBOR as adjusted by agreed interest margins.

The Bank term loan and Bank revalver facility are repriced quarterly, loan notes every six months and other liabilties are not repriced before the
rmiaturity date.

Currency exposures

The table below shows the Group’s curency exposures as at 31 December 2005 and 2004 that gave rise to net currency gains and losses recognised
in the consolidated income statement. Such exposures comprise monetary assets and liabilities that are not denominated in the functional currency of
the subsidiaries involved.

The amounts shown below are after taking into account the effect of forward foreign currency exchange contracts and other derivative instruments entered
into to manage these exposures.

Functional currency of the subsidianes

Stering Euro Total
£m £m £m

At 31 December 2005
Net foreign currency monetary assets
Euro 1.3 - 73
US dollar 08 - 0.8
Other currencies 0.5 - 0.5
Total ) o 8.6 - 8.6
At 31 December 2004
Net foreign currency monetary assets/{liabilities)
Euro 34 - 3.4
US dollar 1.2 - 1.2
Other currencies {0.2) - ©.2)
Total o T 4.4 - 4.4

67 Premier Foods plc Notes 1o the consolidated financial statements




21. Financial instruments continued
Borrowing facilities

The Group has the following available borrowing facilities not drawn as at 31 December:

2005 2000
Em £m
Expiring in more than two years 186.8 164.8

The undrawn facilties form part of the Group’s overall working capital lines, the drawn down amounts of which bear interest at floating rates, subject 10 any
hedge overlay, and are committed untll 6 June 2010.

Fair values of financial assets and financial liabilities

The following table provides a comparison by category of the carrying amounts and the fair values of the Group’s financial assets and financial fiakilties.
Fair value is the amount at which a financial instrument could be exchanged in an arm’s length transaction between informed and wiling parties, other than
a forced or liquidation sale and excludes acorued interest, Set out below the table is a summary of methods and assumptions used for each category of
financial instruments.

2005 2004
_awng amoun't; - Fa} valE Rar?ying amouné_ Fair vail:
£m m £m m

Primary financial instruments held or issued to
finance the Group’s operations:
Assets
Trade and other receivables 136.3 136.3 110.6 110.6
Derivative financial instruments

Forward foreign currency exchange contracts/currency oplions 0.9 0.9 - -

Interest rate swaps 0.4 04 - -
Cash and ¢ash equivalents 14.0 14.0 125 12.5
Liabilities
Tradle and other payables {166.8) (166.8) (138.5) 1136.5)
Provisions 0.7) (0.7 (2.9) 29
Bank term loan (323.0} (323.0) (372.8) 372.8)
Bank revolver facity (Orawn-down) (257.2) (257.2) - -
Bank overdraft (0.8} (0.8) 9.9) (9.9)
Finance lsases (0.9) (0.9) - -
Loan notes {4.1) {4.1) - -
Other (0.1) {0.1) 0.1 0.9
Derivative financiat instruments

Forward foreign cumency exchange contracts/currency options (0.1} (0.1) - (1.3

Interest rate swaps {1.4) {1.4) - {0.6)
Interest payable (2.0) {2.0) (2.2) {2.2)

Fair value estimation

Derivatives

Forward exchange centracts are marked to market using prevaling market prices. Forward contracts are not classified as effective hedges. As a result the
movement in the fair value of £0.9m {2004: £nil} has been credited to the income statement in the year. Interest rate swaps are marked to market using
prevaiing market prices. Interest rate swaps are not designated for hedge accounting. As a result the movement in the fair value of £1.1m (2004: €nil} has
teen charged to the income statement in the year.

Bank loans, foan notes and interest payable
Fair value is calculated based on discounted expected future principal and interest cash flows.

Finance lease liabilties
The fair value is estimated as the present value of future cash flows, discounted at market interest rates for similar lease agrsements.

Trade and other receivables/payables
The carrying value of receivables/payables with a remaining life of less than one year is deemed to refiect the fair value given their short maturity. The fair
value of non-current receivables/payables are also considered to be the same as the carrying value due to the size and nature of the balances involved.
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21. Financial instruments continued

Obligations under finance leases

Minimum lease paymenls  Present value of minimurn lease payment

2005 2004 2005 2004

fm £m £m £m

Not later than one year 0.3 - 0.3 -
Later than one year but not later than five years 0.7 - 0.6 -
Later than five years - - - -
1.0 - 0.9 -

Less: future finance charges 0.1) - n/a n/a
Present value of lease obligations 0.8 - 0.9 -
Less: Amount due for settlement within 12 months (0.3) - 0.3) -
Amounts due for settlement after 12 months 0.6 - 0.6 -

it is the Group's policy to lease certain items of plant and eguipment under finance feases. The average lease term is three years, the longest being five
years, For the year-end 31 December 2005, the average effective borrowing rate was 6.5%. Interest rates are fixed at the contract date, and thus
expose the Group 1o far value interesl rate risk. Al leases are on a fixed repayment basis and no arrangements have been entered into for contingent
rental payments.

The falr value of the Group’s lease obligations approximates their carrying value. The Group’s obligations under finance leases are secured by the lessor's
title to the leased assets.

22, Deferred tax

Deferred tax is calculated in full on temporary differences under the liabitity method using a tax rate of 30% (2004: 30%)

The movement on the deferred tax {asset)/liability is as shown below:

2005 2004

m m
At 1 January 1.7 (1.4)
Charged to the income statement for continuing operations 2.4 6.8
Credited to equity (6.1) (16.8)
Balance sheet reclassification 0.2
Disposal of subsidiaries/businesses (1.6} 0.3
Acquisition of subsidiaries/businesses 321 -
At 31 December 15.3 (11.7)

The Group did not recognise deferred tax assets of £26.6m (2004: £39.3m) relating to capital losses, £11.5m relaling to corporalion tax losses and
£34.8m relating to surplus ACT due 1o the unpredictability of future profit streams. All the losses can under current legisiation be carried forward indefinitely.

The movements in defarred tax assets and fiabilities during the year, prior to the offsetting of balances within the same jurisdiction, were as follows:

Accelerated tax

Gepreciation Infangibles Total
m £rm £m
Deferred tax liabilities
At 1 January 2004 6.6 20 8.8
Charged t¢ the income statement 2.3 1.9 42
At 31 December 2004 89 3.9 128
Charged to the income statement 1.8 1.4 3.2
Disposal of subsidiaries/businesses - 2.0 2.0)
Acquisition of subsidiaries/businesses 8.1 24.0 3241
At 31 December 2005 188 27.3 46.1
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22. Defarred tax continued

Retirement banefit Pansion payment Share-based
obligations refief detamal payments Other Total
£ €m Crr om £m
Deferred tax assets
At 1 January 2004 (6.5) (2.1) - (1.3) (10.0)
Charged/{credited) to the income statement 3.9 0.2) - (1.1} 2.8
Credited to equity (16.8) - - - (16.8}
Disposal of subsidiares/businesses - - - 0.3 {0.3)
At 31 December 2004 (19.5) (2.3) - 2.7 (24.5)
Charged/{credited) to the income staternent {0.1) 0.9 0.3 1.3 0.8
Credited to squity ®.1) - - - 6.1}
Balance shest reclassification - - - a2 0.2
Disposal of subsidiaries/businesses 0.4 - - - 0.4
At 31 December 2005 {25.3) (1.4) {0.3) (3.9) " (308)
Net deferred tax liability/(asset)
At 31 December 2005 15.3
At 31 December 2004 (11.7)

Deferred tax assets and liabilities have been offset, as there is a legally enforceable right of offset and an intention to settle the balances net. Substantial
alaments of the Group's deferred tax assels and fabiities, primarily relating to intangible assets and defined benafit pension obligation, are greater than ong
year in nature.

23. Provisions

Reslmciunnﬁ " Other Tolé]r
£m m m
At 1 January 2004 59 0.4 6.3
Utiised during the year (1.8 - (1.8}
Disposal of subsiciaries (1.6} - (1.6)
At 31 December 2004 25 0.4 2.9
Additional provision in the vear 37 - 3.7
Lhilised during the year (5.9 - 5.9
At 31 December 2005 0.3 0.4 0.7
T - T T s
£m
Analysis of total provisions:
Current 0.3 - 0.3
Non-current - 0.4 0.4
03 0.4 0.7
_ _ - - _ _ e
m
Analysis of total provisions: 7
Current - - _
Non-current 25 0.4 2.9
25 0.4 29
Restructuring

As at 31 December 2005 provisions rernaining represant the labilities in respect of the restructuring of the Group's Fresh Produce business. It is
anticipated ihat this provision wil be utilised in 2008, The 2004 amounts recorded reflected planned restructuring of the Group's Fresh Produce
business; the complation of the closure of the Edinburgh site and integration of its aperations intc the Moreton site; certain legal costs and changes
1o distribution arrangements.

Other

Represents provisions for dilapidations on property leases at St Albans Head Cffice.
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24, Retirement benefit obligations
Defined henefit schemes

Most Group companies participate in the Premier Foods Pension Schermne (the “PFPS"), the principal funded defined benefit scheme operated by the
Group. The Group also operates a smalier fundad defined benefit scheme, the Premier Ambient Products Pension Scheme (the “PAPPS") for employees
in the Ambrosia business. Under the schemas, employees are entitled 1o retirement benefits varying as a parcentage of final salary on retirament,

Neo unfunded post-retirement benefits exist.

The assets of both schemes are held by the trustees and are independent of the Group’s finances. The schemes invest through investment managers,
appointed by the trustees, in UK and European equities and in investment products comprising a broad range of assets.

For the purposes of these financial statements pension costs presented are calculated by independent qualified actuaries using the projected unit credit
methed. As at 31 Decemnber 2005, the Group recognised net retirement benefit obligations of £84.5rm (2004: £65.6m) and assets of £0.1m (2004, £0.5m)
in respect of PFPS and PAPPS respectively. The figures below are consolidated to include PFPS and PARPS.

At the balance sheet date, the principal actuarial assumptions used were as follows:

2005 2002
Discount rate 5.00% 5.50%
Expected salary increases 3.75% 3.50%
Future pension increases 2.75% 2.50%
Inflation 2.75% 2.50%
Average expected remaining life of a 65-year-old male (years) 15* 16"

“The mertality assumptions used is slightly below the national average because it reflacts the socic-economic profile of the membership and the schemes” actua) and anticipated moniality experience.

The fair values of plan assetls and the expected rates of return on assets were:

Expected Ex[g);e'j

rate of relurn Market value rate of return Mar<el valus

2005 2005 200 2004

Assets % £m kS m

Equities 8.00% 160.8 8.50% 1368

Insight targeted return 6.75% 66.0 7.70% 166.4

ML targeted return 7.75% 103.8 - -

Cash and other 4.50% 38 - -

Total 7.63% 334.5 8.06% 303.2
At the balance sheet date, the actual distribution of assets held within targeted return investments was:

2005 2004

Cash Equities Total Cash Equitiag Total

Crmr L Lm £m £ Lt

Insight targeted return 668.0 - 66.0 166.4 - 166.4

ML targeled return ) 60.2 436 1038 - - -

The expected return on pension scheme assets is based on the long-term investment strategy set out in the Schermes’ Statement of Investment Principles
at the start of the year. In 2005, the expected return was calculated using the equity return and targeted investment return assumptions of 8.5% and 7.7%
respectively. As at 31 December 2004, £99.9m was temporarily held as cash with an expected return of 8.5%, pending re-investment in equity markets.
The expected return on the majarity of the remaining cash, of £86.5m, was the targeted return benchmark in place of 6.5% (net of fees),

The actual rate of return on plan assets was 13.4% (2004: 10.8%).The plan assets do not include any of the Group’s own financial instruments, nor any
property occupied by, or other assels used by, the Group.

The amounts recognised in the balance sheet arising fram the Group’s obligations in respect of its defined benefit schemes are as follows:

2006 T 2o0a

m m
Present value of funded obligations {418.9) {368.3)
Fair value of plan assets 334.5 303.2
Deficit in scheme (84.4) 85.1)
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24, Retirement benefit obligations continued

Changes in the present value of the defined benefit obligations were as follows:

2004

2005
£m £m
Opening defined benefit obligations (368.3) 301.9)
Current service cost (4.3) 2.7)
Interest cost (20.0) {16.1)
Actuarial fosses 43.7) (65.8)
Other Income - 2.2)
Curtailments 1.2 -
Contributions by plan participants (2.9) (2.0)
Benefits paid 18.3 22.4
Closing defined benefit obligations (418.9) (368.3)
Changes in the fair value of plan assets wera as follows:
o 2005 2004
m £m
Opening fair value of plan assels 303.2 2725
Expected return 23.4 21.5
Administrative and life insurance costs {1.2) (1.4)
Actuarial gains 17.8 a.8
Contributions by employer 7.5 19,0
Contributions by pian participants 21 2.0
Other income - 2.2
Benefits paid (18.3) 22.4)
Closing fair value of plan assets 334.5 308.2
The history of the plan for the current and prior period is as follows:
e 2005 2004
m &m
Present value of defined benefit obligations (418.9) {368.3)
Fair value of plan assets 334.5 303.2
Deficit (84.4) 65.1)
Experience adjustrments on plan liabilities {43.7) (65.8)
Experience adiusiments on plan asssts 17.8 9.8

In accordance with the transitional provisions in the amendment to 1AS 18 in December 2004, the disclosures above are determined prospectively from the

2004 reporting period.
The Group expecls o contribute approximately £8.3m 1o its defined benefit plans in 2006.

The amounts recognised in the income statement are as follows:

2005 2004

£m fm

Current service cost (4.3) 2.7
Administrative and life insurance costs {1.2) {1.4)
Interest cost (20.0) (16.1}
Expected return on plan assets 234 21.5
(Gains on curtailment 12 -
Total (expense)/credit {0.9) 1.3

The actual return on plan assets was £40.5m (2004 £29.5m),

During the vear actuarial losses of £25.8m (2004: £56.0m}) were recognised in the statement of recognised income and expense, totaling £18.2m
{2004: £39.2m) net of taxation. Accumulated actuarial losses were £81.9m as at 31 December 2005 (2004: £58.0m).
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24. Retirement benefit obligations continued
Defined contribution schemes

A number of companies in the Group cperate defined contribution schemes, predominantly under Stakeholder arrangements, In addition a number of
schemes providing life assurance benefits only are operated. The total expense recognised In the income statement of £0.8m {2004: £0.4m) represents
contributions payabie to the plans by the Group at rates specified in the rules of the plans.

Other post-retirement benefits

The Group does not provide any other post-retirement benefits.

25, Share capital

£m fm
Authorised
332,113,095 ordinary shares of 1 pence each 3.3 3.3
Issued and fully paid
247,841,161 (2004: 244,888,679) ordinary shares of 1 pence each 25 2.4
2005

On 13 October 2005, Premier Foods plc issued 2,951,045 1 pence ordinary shares upon the exercise of share options as foliows:
iy 1,416,374 1 pence ordinary shares were issued to Mr Robert Schofield, an executive director, and were fully paid up;

{iy 575,502 1 pence ordinary shares were issued to Mr Paul Thomas, an executive director, and were fully paid up;

{ili) 959,169 1 pence ordinary shares were issued 1o certain key employses of the Group and were Tully paid up.

On 24 November 2005, 57 1 pence ordinary shares were issued to certain employses at a premium of 230 pence per ordinary share upon exercise
of share ¢options and were fully paid up;

Cn 8 December 2005, 1,138 1 pence ordinary shares were issued to certain employees at a premium of 230 pence per ordinary share upon exercise
of share options and were fully paid ug;

On 18 December 2005, 242 1 pence ordinary shares were isstied to certain employees at a premium of 230 pence per ordinary share upon exercise
of share options and were fully paid up.

Significant events during 2004
iy  On 22 June 2004, Premier Foods pic was incerporated with an issued share capital of 5,000,000 1 pence ordinary shares;

iy On 15 July 2004, the authorised share capital of Premier Foods pic was increased to 5,001,000 1 pence ordinary shares by the creation of
1,000 orginary shares. On this date, Hicks Muse Tate Furst Premier Limited {(*HMTFPL" contributed its shares in PFl No. 3 to Premier Foods plc
in exchange for 1,000 1 pance ordinary shares in Premier Foods plc;

{iy On 23 July 2004, Premier Focds plc increased its authorised share capital to 332,113,095 1 pence ordinary shares by the creation of 327,112,095
ordinary shares;

v 95,036,105 1 pence ordinary shares were issued by Premier Foods ple al a premium of 214 pence per share in consideration for the capitalisation
of the Group's loan notes amounting to £204.3m;

(v} 55,114,083 1 pence ordinary shares were issued by Premier Foods ple at a premium of 214 pence per ordinary share and were fully paid up;
i) Share premium of £883,275.33 was capitalised for the issue of 89,327,533 1 pence ordinary shares to HMTFPL;

(vii) 265,115 1 pence ordinary shares were issued to cerlain non-executive directors at a premium of 108.5 pence per ordinary share and were fully
paid up;

{viiiy 144,843 1 pence ordinary shares were issued to Mr Paul Thornas, an executive director, at a premium of 214 pence per ordinary share and were
fully paid up.
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25, Share capital continued
Share option schemes

In 2004, the Comparny had an Executive Share Option Scheme for certain senior executives and key individuals. The employees involved in the scheme
hold apticns 1o subscribe for up 1o 5.6 million ordinary shares of 1 pence each between 2005 and 2014 at prices ranging between 1 pence per ordinary
share and 215 pence per ordinary share. The number of shares subject fo options, the periods in which they were granted and the periods in which they
may be exercised are given below. In 2005, the Company introduced two new schemes:

1. A Savings Related Share Option Scheme tor employees. The employees involved in the scheme have the right to subscribe for up to 1.3 milion ordinary
shares at 231 pance per ordinary share. The number of shares sutject 1o options, the periods in which they were grarted and the periods in which
they may be exercised are given below. These options are equity settled, have a maximum term of 3.5 years and vast only if employees remain in
employment to the vesting date or are deemed a good leaver.

2. A Long-Term Incentive Plan for directors and senior managerment. The individuals involved in the scheme have the right to subscribe for up to 0.9 milion
ordinary shares at 1 pence per ordinary share. The number of shares subject to options, the periods in which they were granted and the periods in
which they may be exercised are given below. These options are equity-setlied and have a maximum term of 10 years. The vesting conditicn attached
t0 the Group's long-term incentive plan arrangements are explained in detail in the directors’ remuneration report on pages 38 to 44.

Acsmall number of shadow awards have been made to senior management of the Group. These awards are cash-settled, have a maximum term of
10 years and vest with the employees in accordance with the terms of the Executive Share Option Scheme noted below. They have an exercise price
of 215 pence and remaining contractual life of 9.5 years.

Details of the share options of the Premier Foods plc Executive Share Option Scheme are as follows:

2005 7 N 2004

T Weighted average - ) Weigi.ﬁléd average

exercise price exercise price

Qptions o} Cplicng v}

Qutstanding at beginning of year 5,594,858 102 - -
Granted during the vear - - 5,594,858 102
Exercised during the year {2,951,045) 1 - -
Forteited during the year (58,140} 215 - -
Quistanding at the end of the vear 2,585,673 215 5,594,858 102

Exercisable at the end of the year ' - - - _

The weighted average share price at the date of exercise for share options exercised during the year under the Executive Share Option Scheme was
206 pence per ordinary share. The options culstanding at 31 December 2005 had a weighted average exercise price of 215 pence (2004: 102 pence),
and a weighted average remaining contractual life of 8.6 years.

Shares

Exercise -
Year of expiry Price () 2005 2004
2012 1 ~ 2,567 377
2013 1 - 319,723
2014 1 - 63,245
215 2,585,673 2,643,813

2014

2,585,673 5,504,858

The options under the Premier Foods plc Executive Share Option Scheme are equity-settied and have a maximum term of 10 years. Options o subscribe
for 2.6 million of the ordinary shares under this scheme is subject to vesting conditions set cut in the directors’ remuneration report on pages 38 10 44,

Details of the share options of the Pramier Foods ple Savings Related Share Option Scheme are as follows:

, e
Weighted average Weightag average
BXorCSe pnee eXarcise price
7 ) Ogptions [i#)] Optiong <]
Cutstanding at beginning of year - - - -
Granted during the year 1,501,205 231 - -
Exercised during the year {1,437) 231 - -
Forfeited during the year (221,656) 231 - -
Qutstanding at the end of the year 1,278,112 231 - -

Exercisable at the end of the vear - - - -

The weighted average shére price for the dates of exercise for the share opticns exercised under the Savings Related Share Option Scheme during the
year was 299 pence per ordinary share. The options outstanding at 31 December 2006 had a weighted average exercise price of 231 pence, and a
weighted average remaining contractual life of 2.9 years.
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25, Share capital continued

Details of the share options of the Premier Foods plc Long-Term Incentive Plan are as follows:

2005 2004

‘Weighted average Weighted average

exercise price eXercise price

COptions [iv] Options i<

QOutstanding at beginning of year - - - -
Granted during the year 903,854 1 - -
Forfeited during the year {48,237 1 - -
Qutstanding at the end of the year 855,617 1 - -

Exercisable at the end of the year - -

The options under the Long-Term Incentive Plan outstanding at 31 December 2005 had a weighted average exercise price ¢f 1 pence,

average remaining contractual life of 9.4 years.

and a weighted

Details of executive director participation in the above schemes can be found in the directors’ remuneration report on pages 38 to 44, The weighted
average fair value of opticns granted during the year was 86 pence (2004: 56 pence). This was determined using a closed-form approach as a proxy
for a stochastic Monte Carle valuation model except for the Savings Related Share Option Schame where a Black-Scholes model was used.

The significant inputs into the model were:

2005
Weighted average share price {pence) 278 215
Annual risk-free interest rate (%) 5 5
Expected dividend (%) 5-6 s}
Expected option life {(years) 4-5 5

25-40 40

Expected volatility (%)

Volatility is measured using the standard deviation of expacted share price return and is based on statistical analysis of daily share prices for public
companies over the last three vears. In 2005, the Group recognised expense of £1.1m (2004: £0.2m) in respect of equity-settied share based payments
in accordance with IFRS 2 1n 2004, an additional £6.3m was recognised in respect of cantain share-gptions under the Executive Share Gption Scheme,

determined based on their intrinsic value as allowed under the transitional provisions of IFRS 2, as they were vested before 1 January 2005,

26, Other reserves

Profil and

Share prermiunt Merger reserve Other reserves loss reserve Total
£ m £m m m
At 1 January 2004 10.0 136.8) - {221.5) (348.3)
Capitalisation of the Group's loan notes by issue of shares (a) 203.4 - - - 203.4
Shares issued through public offer for cash (b) 1179 - - - 1179
issue expenses (101} - - - (10.1)
Capitalisation of share premium {g} 0.9} - - - 0.9
Shares issued to directors (d) 06 - - - 0.6
Share based payments (e) - - - 6.5 B.5
Profit for the year - - - 15.8 15.8
Actuarnal gains and losses (net of taxation) {g) - - - (39.2) 39.2)
At 31 December 2004 3209 (136.8} - {(238.4) {54.3)
First time adoption of 1AS 239 (f) - - (1.8 - (1.8)
At 1 January 2005 3209 (136.8) {1. (238.4) (66.1)
Profit for the year - - - 836 8356
Dividends paid - - - {33.8) (33.8)
Actuaria gains and losses (net of texation) {g) - - - (18.2) (18.2)
Settlement of derivatives {f) - - 1.6 - 1.6
Share based payments (g} - - - 11 11
lssue costs refund 0.6 - - - 0.8
Tax on share options - - - 07 0.7
At 31 December 2005 3215 {136.8) {0.2) {205.0} {20.5}

{a) 95,036,105 1 pence ordinary shares were issued at & premium of 214 pence per share in consideration for the effective capitalisation of the Group's

lcan notes amounting to £204.3m;

by 55,114,083 1 pence ordinary shares were issued at a premium of 214 pence per share;

¢} An amount of £893,275.33 was capialised and applied in paying up in full at par 89,327,533 un-issued ordinary shares and allotting and issuing

17.861934213 ordinary shares in respect of each ordinary share held by HMTFPL;
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26. Other reserves continued

(d) Share premium related to the issue of shares to executive and non-executive directors are as follows, 265,115 ordinary shares at a premium of
106.5 pence per share, and144,843 ordinary shares al a premium of 214 pence pér share;

(e) The amounts relate to the rol-over of cartain outstanding options under the Premier Foods (Holdings) Limited Employee Share Option Scheme;

f  On 1 January 2005, the Group adopted the provisions of IAS 32 and IAS 39, The primary effect of this change in accounting policy relates to the
recognition, presentation and disclosure of the Group's interests in forward foreign currency exchange derivatives and interest rate swaps and the
effect of these changes was 1o increase the Group's net liabilities at 1 January 2005 by £1.8m and create a Cash Flow Hedge (*CFH") reserve.
An amount of £1.6m of the CFH has been transterred 10 net profit on settlerment of derivatives in 2005; and

Actuarial gains and lossas relating to the Group’s retirement benefit schemes are recognised directly within the profit and loss reserve (note 24).

{9

27, Acquisitions of subsidiaries/businesses

The following businesses were acquired during the year:

Votrmg equity

Name of Principal instruments Cash outflow Total nat
businesass aoguired actvilies Date cf Shares acguired on acquision consideration®
acuisition acruired % £m £m
Bird's Manutacture and distribution of 14 February No n/a 721 7241
Bird's Custard, Angel Delight and associated brands
{acquired fram Kraft)
Marlow Foods Manufacturing and distribution of “Quorn” products 6 Jure Yes 100 118.6 176.1
Holdings Limited {meat frae myco-protein), both frozen and chilled
Morument (GB) Supply and distribution of fresh vegetables 5 September Yes 100 48 4.6
Limited ("Gednay's")
Cauldron Foods Limited  Manufacturing and distribution of 30 October Yes 100 27.1 271
vegetable based products.
q’bt';\%sid_er—mﬁncﬁna deb_tan;:ash acquiFéd as well as costs of acquistion, -
The financial performance of the businesses acquired was as follows:
Turngvar post F’rbﬂl‘ past ) Prolfcrma N P;r;ar}na
ACQuisition acquistion Turnover for the Year Profit* for the Year
Name of businesses acquired £m £m £m £m
Bird's 30.0 - 338 -
Marlow Foods Holdings Limited 47.1 4.5 84.4 6.3
Gedney's 121 01 36.0 03
Cauldron Foods Limited 25 05 15.4 1.9

“Profitis defined as operating profit before interest and tax.
“As if the acquisition had occurred on 1 January 2005,
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27. Acquisitions of subsidiaries/businesses continued

All of the acquisitions have been accounted for using the purchase method of accounting. The assets and liabilities recognised at the dates of acquisitions
are as follows:

Bird's Marlow Foods Cauldron - Monument

Holdings Limited Foods Limited {GB) Limited Totai
N - Provisionai Provisiondl
Provisional Provisional fair value and fair value and
fair valug Bock value fair value Book value ook value book value
m £m B £ £m £m £m
Property, plant and equipment - 20 389 389 53 2.5 46.7
Intangible assets 302 - 80.0 - Q.2 - 1104
Inventories 35 3.5 9.9 99 0.3 0.3 14.0
Trade and other receivables - - 14.5 14.5 2.4 41 21.0
Cash and cash equivalents - - a3 8.3 0.2 - 85
Trade and other payables - - {11.1) 11.n 2.2) {4.2) 17.5)
Financial labilties
- short-term borrowings - - - - - {0.5) 0.5)
- long-term borrowings - - {53.4) {49.6) - - (53.4)
Current tax liabifities - - (1.2) {2.4) - (0.1} 1.3)
Deferred tax liabilities - - 131.8) {7.8) 0.2) 0.1) 32.1)
Net assets acquired 33.7 5.5 54.1 0.7 6.0 2.0 958
Purchase consideration setlled in cash 721 131.0 27.3 4.1 234.5
Cash and cash equivalents
in subsichary acquired - 8.3) 0.2) 05 8.0)
Deferred consideration
{Loan noles: note 26} - 4.1 - - 4.1)
Cash outflow on acquisition 72.1 ' 118.6 27.1 46 222.4
Purchase consideration:
- cash pald 71.0 127.8 26.8 4.0 2298
- direct costs relating to the acquisition 1.1 3.2 05 0.1 4.9
Total purchase consideration 721 131.0 27.3 4.1 234.5
Fair value of net assets acquired 133.7) (54.1) {6.0) 2.0) 95.8)
Gooowil 38.4 76.9 213 2.1 138.7

Provisional fair values have been allocated 1o the acquired net assets of Bird's. An initial allocation of fair value to the acquired assets and liabiiities of
Marlow Foods has also been parformed, aithough agjustments of classification nature, including those relating to deferred taxaes, are anlicipated.

The goodwill arsing on acquistion is attributable to the anticipated profitakility of the acquired businesses and the future operating synergies expected
to arise from the combination.

For Cauldron, Monument and the Marlow acquisitions' the inftial accounting for the business combinations is determined provisionaly. A full review is
being undertaken, 1o determine fair values but these remain to be completed at the balance sheet date.

Subsequent ta the acquisition of Marlow, Marlow received an assessment in respect of PAYE and NIC assessed on deemed compensation to the farmer
owners of Marlow on the disposal of their shares.

The directors of the Group believe that it is not probabie that the assessment will give rise te any liability. No reliable estimate of the fair value of any
potential exposure is possible at the date of this report. The case will be reviewed by the Group on a regular basis. For the purposes of its pravisional
acquisition accounting, the Group has not attributed any fair value to the claim on this basis.
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28. Disposal of subsidiaries/businesses
As refarred to in note 10 the Group disposed of its interests in its Tea and Jonker Fris businesses during the year. The impact on the results of the Group for
the year is disclosed in note 10. On the respective dates of disposal the net assets of each business were as follows:

Tea Jonker Fris
30 Cctober 2005 7 December 2005 Total
m rm m
Property, plant and equipment 15.0 26 17.6
Intangible assets and goodwill 6.3 - 63
Inventories 100 101 201
Trade and other receivables 0.3 5.1 54
Trade and othsr payables - (7.1} {7.9)
Current tax recaverable - 0.4 0.4
Deferred tax liabilties (2.0 - 2.0
Net assets disposed of 29.6 11.4 407
Consideration 77 39 818
Profit/{loss} on disposal 48.1 7.2) 409
Profit on curtadment of pension (st of tax} a8 - 0.8
Foreign exchange on disposal - 0.8} 10.8}
Total profit/{loss) 48.9 8.0) 40.9
Satisfied by:
Cash 80.2 4.4 84.6
Disposal costs (2.5) 0.5) (3.0
) 777 39 81.6
Net cash inflow arising on disposal:
Cash consideration 777 3.9 816
See note 32 for details regarding the contingent consideration arising on the disposal of Jonker Fris.
29, Notes to the cash flow statement
h h o . - B h 2008 200:7
Reconcilation of oparating profit to cash generated from operations m im
Continuing operations
Operating profit 95.3 80.6
Depraciation of property, plant and egquipment 15.9 15.0
Amortisation of intangible assets 6.3 28
Gain pn disposal/impairment of progerty, plant and equipment 4.7} 10.6)
Revaluation gains on financial instruments {1.1) -
Share based payments 1.1 6.5
Net Cashr‘inﬂow from oper;ing activities before interest and tax and movemnents in working capital 1128 104.3
(Increase)/decrease in inventories 0.7 4.8
Increase in receivables {12.4) (13.3)
Increase/idecrease) in other payables and provisions 16.9 (4.4}
Mavement in nat retirement benefit obligations (5.4} 20.3
Cash generated from continuing operations M2 714
Discontinued operations 6.5 16.8
Cash generated from operations 117.7 87.9
Exceptional items cash fliow {8.9} {18.6}
Cash generated from gperations before exceptional tems 126.6 106.5
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29. Notes to the cash flow statement continued

Additional analysis of cash flows

2008
£m £m
Interest meeived 6.3 53
Interest paid {42.6) 64.7)
Issue costs of new bank loan {5.6) B.h
Return on investments and servicing of finance 41.9) 167.5)
Sale of subsidiaries/businesses 81.6 34.8
Cash disposed of upon sale of subsidiaries - 0.6)
Sale of subsidiaries/businesses 81.6 34.2
Reconciliation of cash and cash equivalents to net borrowings
o T i - i T s o
£m £m
Net inflow/loutflow} of cash and cash eguivalents 10.6 114.7)
Debt acquired with Marlow (53.4) -
{increase)/decrease in borrowings {146.0} 355.7
Other non-cash changes ) 1 3.!_)) 7.4
(Increase)/decreass in borrowings net of cash (201.8) 323.6
Total borrowings net of cash at beginning of year (370.3) 693.9)
Total borrowings net of cash at end of year {672.1) 1370.3)
Analysis of movement in net borrowings o - o e
At Effect of Restated at Other As al
21 Dacember adopting 1 January non-cash 31 December
2002 IAS 32 2005 Cash flow changes 2005
) - S_Im ) £ fm £m Em___ . Q o
Bank overdrafts 9.9 23.0} (32.9) 3241 - {0.8)
Cash and bank deposits ) i i B 12.5 230 355 (21.5) - 14.0
Cash and cash equivalents net of overdrafis 26 - 2.6 106 - 13.2
Borrowings — Term {380.0} - (380.0) 55.0 - (325.0)
Borrowings — Revolver - - - 260.0) - {260.0)
Loan notes - - - - @.1) 4.1)
Finance leases - - - - 0.9 0.9
Otiwer {0.1} - 0.1} - - .1
Gross borrowings net of cash (377.5) - 377.5) (194.4) 5.0 {576.9)
Debtissuance cosis ~ 72 - 72 5.6 B9 48
Total net borrowings {370.3) - {370.3) (188.8) {13.0) (572.1)

‘Balances are restated for the impagt of transttion 1o IFRS. See note 2,

30. Operating lease commitments

The Group had lease agreements in respect of properties and plant and egquipment, for which future minimum payments extend over a number of years.

Future minimum iease payments under non-cancellable operating leases:

2004

2005
Plant and Flant and
Property equipment Property equipment
£m £m £m £
Within one year 1.9 3.0 1.1 2.6
Between two to five years 6.7 4.1 4.2 28
After five years 6.6 - 56 -
15.2 T4 108 54

At 31 December 2005 future minimum sub-lease receivables of £2.1m are not included in the above. This is an arrangement with Burtons Foods Limited

whereby the Group sub-lets office space.
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31. Capital commitments

2005 2004
£m Lm
Contracts placed for future capital expenditure not provided in the financial statements 51 2.0

32, Contingencies
Sudan 1 Product Recall

On 18 February 2005, the Food Standards Agency initiated a recall of 2 number of products, which had been identified as possibly being contaminated
with a dye “Sudan 1" not authorised for use in food products. The dye was traced to a batch of chili powder supplied to the Group, which was used

by the Group in the manufacture of Worcaster sauce. The Group used the Worcester sauce in the manufaciure of three other products and supplied
Worcester sauce 10 a number of retall and food ingredient customers. During the year the Group has received claims from customers relating to damage
to their own products, the cost of recalling and claims for conseguential loss among others.

A considerable amount of claims have been settled during the year, however there are still a numiber of claims that are being investigated as part of the
normal claims procedure. Although the full value of thess claims have yet to be finalised, it is expected that any claims therein will be covered by the
Group's insurance policy. Any other costs asscciated with Sudan 1 but not recoverable by the Group's insurance policy have been provided for in 2005.
See note 5 for further details.

Guarantees

On 28 June 2002, Premier Ambient Products (UK} Limited, a subsidiary of the Group entered nte a sale and purchase agresment with Ardnure
Investments Limited for the sale and purchase ¢f the entire share capital of Pastam Limited, a company registered in the Republic of Ireland, which had
secured the right to acguire the ambient food business in the Republic of ireland of Nestlé SA, Premier Financing Limited, a subsidiary, has guaranteed
minimum royalty payments due from Pastam Limited to Nestlé SA, should Pastam Limited be placed into receivership.

In turn, Pastam has signed a deed of indemnity, whersby it will indemnify Premier Financing Limited for any loss suffersd should the guarantee be
called upon, and has granted Premier Ambient Products (UK} Limited a power of aftorney to terminate the licences, should a réceiver be appointed to
Pastam Limited.

The maximum exposure to Premier Financing Limited under this guarantee is estimated at 31 December 2005 to be €3.9m. The exposure is recuced by
€0.3 per annum until 2017 and the exposure is limited to €0.6m after 2017.

Marlow Foods Holdings Limited
For contingent liabilities relating to the Marlow acquisition, see Note 27.
Jonker Fris

On 8 December 2005 the Group completed the sale of its Netherlands based subsidiary Jonker Fris. Under the terms of the agreement, the Group is
entitled to receive 50% of any net disposal proceeds resulting from the disposal of two properties, which were transferred to the acquirer, if sold within two
years from date of completion. Should either property remain unsold at this date, the Group is entitled to receive €1.0m per property from the acquirer,

or has an option to purchase the properties for an amount of €1.0m per property.

The Group has not recognised any amounts in its financial statements due 10 the uncertainty of the polential net disposal procesds.

There were no cther material contingamt liabilities at 31 December 2005.

33. Related party transactions
Transactions with Burton’s Foods Limited {“Burton’s”)

Birectors’ relationship with Burtan's
Mr Robert Schofield resigned his directorship and as non-executive chairman of Burlen's on 31 December 2005,

Cadbury Biscuits Agreement

Premier Brands Limited, Premier International Feods UK Limited, Chivers Hartley Limited, Burton's, Cadbury Limited and Cadbury Schweppes plc are
parties to an agreement dated 13 May 1986, as amended by a deed of amendment dated 18 April 2002 {the “Cadbury Biscuits Agreement”), whereby
Cadbury Limited licenses Premier International Foods UK Limited, Chivers Hartley Limited and Burton's respectively to manufacture and sell chocolate mik
drinks, chocolate spreads, chocolate biscuits and chocolate syrup under certain Cadbury trademarks. The Cadbury Biscuits Agreement continues until
2025 when it is renewable by Premier International Foods UK Limited.

Chacolate Supply Agreement

An agreernent, dated 29 January 2001, was entered into between Burlon’s and Premier International Foods UK Limited whereby Premier International
Foods UK Limited agreed to buy its entire requirement for Gadbury chocolate products from Burton's so long as Burton's continues to be party to any
agreements wilh Cadbury Limited in relation to the manufacture of Cadbury chocolate products. The consideration payable is determined according to
a specified price per tonne that shall rernain valid until 31 December 2006 and shall be agreed betwesn the parties for each year thereafier. The value

of purchases by the Group from Burton's were £0.6m and £0.5m for the years ended 31 Dacember 2005 and 2004 respectively.

Cocoa Products Purchasing Arrangements

Premier International Foods UK Limited and Burton's have agreed to cooperate in relation to certain aspects of their respective cocoa products
purchasing arrangements with Cadbury Limited. In particular the parties undertake to agree annual budgets for cocea bean prices and cecoa butter
ratios which are used as inputs into the prices of the cocoa products, and 1o issug joint Instructions to Cadbury Limited in respect of their forecast
dernands for cocoa products. Burton's made a payment of £1.0m and £1.4rm to Premier International Foods UK Limited in the years ended

31 December 2005 and 2004 respectively.
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33. Related party transactions continued

Sugar Supply Agreements

A strategic parinershio agreement, dated 5 December 2003, was entered into between Chivers Hartley Limited, H.L. Foods Limited, Premier Ambient
Products (UK) Limited and Premier International Foods UK Limited {together the “Premier Foods Grouping™), and British Sugar plc 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 adjustments. British Sugar plc guarantess that the térms of this agreement will result in a specific per annum saving to the Premier Foods
Grouping and Burton’s.

Sublease of offices at Centrium Business Park, St Albans
Premier Brands Foods Limiled, a subsidiary, sublets office space at Centrium Business Park, St Albans 1o Burton's. The tenancy is for duration of 15 years
at an annual rent of £163,408 with the first vear rent-free, The amount received in 2005 was £163,408 {2004: £40,740).

Transactions with Hicks Muse & Co

In 2004, prior to the IPO HMTFPL had a controliing interest in the Group. As a consequence of which a number of related party arrangements existed
between the Group and HMTFPL and its affiliates, which included Hicks, Muse & Co Partners L.P. {"*Hicks, Muse & Co.”). Thase arrangemenits included
a Monitoring & Qversight Agreement and a Financial Advisory Agresment, whereby the Group paid £0.6m and £nil respectively to Hicks, Muse & Co.

The Monitaring and Oversight Agreement and Financial Advisary Agreement were terminated on 23 July 2004.
Remuneration of key management personnel

The remuneration of the executive and non-executive directors and senior management, who are the key management personnel of the Group is set oul
velow in aggregate for each of the categoriss specified in IAS 24 "Related Party Disclosures”. Further information about the remuneration of individual
directors is provided in the audited part of the directors’ remuneration report on pages 38 to 44,

2005 2004
Trm £m
Salaries and other short-term employee benefits 3.0 25
Shara-based payments 0.6 0.2
il it bt . . . - e e T

34, Post balance sheet events

Prior year post balance sheet events

Bird's acquisition

On 14 February 2005 the Group completed the acquisition of the Bird's desserts business from Kraft Foods UK Limited for a consideration of £71.0m.
Kraft Foods UK Limited was manufacturing products on the Group's behalf untit manufacturing was transferred to the Group in December.

Sudan product recall

On 18 February 2005, the Food Standards Agency initiated a recall of a number of products, which had been identified as possibly being contaminated
with a dye “Sudani 1" not authorised for use in food products. The dye 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 thrae other products and supplied
Worcester sauce 1o a number of retail and food ingredient customers (see note 32 for further details). This itemn is dealt within exceptional items during
the year.
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35. Explanation of transition to IFRS

This is the first year that the Company has presented its finrancial statements under IFRS. The following disclosures are required in the vear of transttion.

The last financial statements under UK GAAP were for the year ended 31 Decernber 2004 and the date of transition to IFRS was 1 January 2004.

Reconciliation of equity at 1 January 2004 and 31 December 2004

As at 1 January 2004

Effects of lransition

As al 31 Decernber 2004

Effects of transition

UK Gaap to IFRS IFRS UK GAAP to IFRS FRS
£m £m £m £m bl m

ASSETS:
Non-current assets
Property, plant and equipment 153.1 5.2) 147.9 147.3 6.0} 141.3
Goodwil 137.8 3.4) 134.4 124.8 4.6 129.4
Intangible assets 528 2.6 55.2 498 28 52.8
Investrments 0.3 03 0.1 - 01
Cther receivables - - ~ 9.4 {8.6) 08
Deferred tax assets - 1.4 1.4 - 1.7 1.7
Current assets
Inventories 1206 4.4 116.2 882 6.4 91.8
Trade and other receivables 127.2 5 121.4 110.6 - 110.6
Cash and cash equivalents 28.1 - 2841 12.5 - 12.5
Total assets 519.7 (14.8} 6504.9 552.7 (1.9 556.8
LIABILITIES:
Current liabilities
Trade and other payables (172.8) €1 172.7) {158.3) 21.8 (136.5)
Financial liabilities — short-term borrowings 40.4) - {40.4) 27.9) - 27.9)
Interest payable (8.8} - 8.8) 2.2} - (2.2)
Current tax fabilities {13.8) - (13.8} 12.7} - {12.7)
Non-current liabilities
Financial liabifties - long-term borrowings (681.6) - (681.6) (354.9) - {354.9}
Retirement benefit obligations - (29.4} (29.4 - 65.6) (65.6)
Provisions (13.2) 6.9 16.3) 12.6) 0.3 29
Defarred tax 59 58 - 0.0) 9.0 -
Other liabilities 0.2) {0.2) - - -
Total liabilities (936.5} (i6.7} (853.2) (567.6) {35.4) 802, 7)
Net liabilities B {316.8) (31.5) (348.3) (14.9) 37.0) (51.9)
EQUITY:
Capital and reserves
Share capital - - - 2.4 - 2.4
Share premium 10.0 - 10.0 320.9 - 3209
Merger reserve (136.8) - {(136.8) (136.8) - (136.8)
Other reserves 4.0 4.0) - 4.0 4.0 -
Profit and loss reserve {194.0} (27.5} (221.5) (205.4) (33.0 (238.4)
Total sharehoiders' deficit (316.8) {31.5) (348.3) (14.9) (37.0) {51.9)
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35. Explanation of transition to IFRS continued

Reconciliation of the income statement for the year ended 31 December 2004

UK GAAP

Effect of transition
in FRS formal® 1o IFRS IFRS
fm £m £m
Continuing operations
Turnover 7447 - 744.7
Cost of sales (565.0) (1.3 (566.3)
Gross profit 178.7 1.3 1784
Selling and distributicn costs 63.4) - 63.4)
Administrative costs 52.7) 15.3 137.4])
Other operating income 3.0 - a0
Operating profit 6.6 14.0 806
Before exceptional items 85.5 10.8 96.3
Exceptional tems (18.9 3.2 {15.7)
interest payabie and other financial charges (83.6} - (83.6
Interest receivable 5.3 - 5.3
{Loss)/profit before taxation for continuing operations 1.7} 140 23
Taxation (Chargely/credit 3.2 3.1} 01
(Lossyprofit after taxation for continuing operations {8.5) 0.9 24
Discontinued operations 14.7 (1.3 13.4
Profit after taxation 62 96 “158

*Restated for the effect of discontinued operations.

Notes to the reconciliation of the comparative financial statements

The adoptian of IFRS has resutted in a number af changes to the Group's accounting policies in the foliowing primary areas:

« The cessation of amortisation of acquired goodwil,

« Recognition and amortisation of intangibles assets, primarily relating to acquired brands;

» Recognition and disclosure of the Group’s defined benefit pension obligations;

» The charging of long-term employes incentive awards, principally share option costs, to income;
» Racalculation of stock values principally eliminating capitalised storage costs;

» Reclassification of assets, principally computer software as intangible assets; and

+ Reclassification of discontinued operations.

All changes in the accounting policies have been made in accordance with the transitional requirements of IFRS 1 and each is explained in more detail

on our website at www.premierfoods.co.uk.

There wera no significant adjustments to the 2004 cash fiow statement, other than of a presentational nature.
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Independent auditors’ report to the members of Premier Foods plc

The Company

We have audited the parent company financial statements of Premier Foods
plc far the year ended 31 December 2005 which comprise the Balance
Sheet and the related notes. These parent company financial statements
have been prepared under the accounting palicies set out therein. We have
also audited the information in the Directors’ Remuneration Report that is
described as having been audied.

We have reported separately on the group financial statements of Premier
Foods plc for the year ended 31 December 2005.

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the Annual Repart, the Directors’
Remuneration Report and the parent company financial statements in
accordance with applicable law and United Kingdom Accounting Standards
{United Kingdom Generally Accepted Accounting Practice) are set out in the
Staternent of Directors' Responsibiliies.

Our responsibility is to audit the parent company financial statements and
the part of the Directors’ Remuneration Report to be audited in accordance
with relevant legal and regulatory requiremenis and International Standards
on Auditing (UK and Ireland). This report, including the opinion, has been
prepared for and orly for the company’s members as a body in accordance
with section 235 of the Companies Act 1985 and for no other purpose.

We do not, in giving this opinion, accept or assume responsibility for any
other purpese or to any other persen 1o whom this report is shown or into
whose hands it may come save where expressly agreed by our prior
consent in writing.

We report to you our opinion as to whether the parent company financial
statements give a true and fair view and whether the parent company
financial staterments and the part of the Directors’ Remuneration Report to
be audited have been properfy prepared in accordance with the Companies
Act 1985, We also report to you K, in our opinion, the Direclors’ Report is
not consistent with the parent company financial statements, if the
company has not kept proper accounting records, if we have not received
all the information and explanations we require for our audit, or if information
specified by law regarding directors’ remuneration and other transactions is
not disclosed.

We read other information contained in the Annual Report and consider
whether it is consistent with the audited parent company financial
statements. The other information comprises only the Directors’ Report,

the unaudited part of the Directors' Remunieration Report, the Chairman's
Statement, the Chief Executive's Summary, the Business Review, the
Financial Review and the Corporate Governance Statement. We consicer
the implications for cur repart i we become aware of any apparent
misstatements or material inconsistencies with the parent companry financial
staterments. Our responsibilities do not extend to any other informaticr.
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Basis of audit opittion

We conducted cur audit in accordance with International Standards on
Auditing (UK and Ireland) issued by the Auditing Practices Board. An audit
includes examination, on a test basis, of evidence relevant to the amounts
and disclosures in the parent company financial staternents and the part
of the Directors’ Remuneration Report to be audited. It also includes an
assessment of the significant estimates and judgments made by the
directors in the preparation of the parent company financial sfalements,
and of whether the accounting policies are appropriate tc the company's
circumstances, consistently applied and adequately disclosed.

Wa planned and performed our audit so as to obtain &l the information ang
explanations which we considered necessary in order to provide us with
sufficient evidence 1¢ give reasonable assurance that the parent company
financial statements and the part of the Directors’ Remuneraticn Report to
be audited are free from material misstaternent, whether caused by fraud
or other irregularity or error. In forming our opinion we also evaluated the
overall adequacy of the presentation of information in the parent company
financial statements and the part of the Directors’ Remuneration Report to
be audited.

Opinion
I our opinion:

» the parent company financiai statements give a true and fair view, in
accordance with United Kingdom Generally Accepted Accounting
Practice, of the state of the company's affairs as at 31 December 2005:
and

*» the parent company financial statemments and the part of the Directors”
Remuneration Report to be audited have been praperly prepared in

-~ - aecordance with the Companies Act 1985.

bl
" - -
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S :
W Sl e e \_,j\:"k . E\"‘ \
PricewaterhouseCoopers LLP
Chartered Accountants and Registered Auditors
Lendon
7 March 2008

Notes:

"

{a) The maintenance and integrity of the Premier Foods pic website is the responsibiity of the
direciors; the work carmied out by the auditers does nat involve consideration of these matters
and, accordingly. the auditors accept no respensibiity for any changes that may have occurred
1o the financial stalements since they were iniftally presented on 1he websile,

(b} Legisfation in the United Kingdom governing the preparation and dissemination of financial
statements may ditfer from legisiation in clher jurisdclions




Premier Foods plc — Company financial staterments

The foliowing statements reflect the financial position of the Company, Premier Foods ple as at 31 December 2005 and 2004. These financial statements
have been prepared in accerdance with Generally Accepted Accounting Practice in the Uniled Kingdem {"UK GAAP"). The direciors have taken advantage

of the exermnption available under section 230 of the Companies Act 1985 and not presented an income statement for the Company alone.

Balance sheet

As at 31 Decemnber

Asg at 31 Dacember

2005 2004

Note £m fm
Non-current assets
Investmenis 3 396.8 356.0
Deferred tax assets 0.1 -
Current assets
Debtors 4 18.3 206
Cash at bank - 35
Total assets 415.2 3801
Current liabilities
Creditors 5 (47.5) {7.9)
Total liabilities (47.5) (7.9
Net assets 367.7 3722
Capital and reserves
Share capftal 6 25 24
Share premium [§] 3215 3209
Profit and loss reserve [¢] 43.7 48.9
Total shareholders” funds 367.7 372.2

*As reslated for FRS 21 “Events after the Balance Sheat Date” {"FRS 217).

Signed on behalf of The Board of Directors, who approved the financial statements on 7 March 2006.

Robert Schofield Paul Thomas
Director and Chief Executive Finance Director
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Notes to the Company financial statements

1. Accounting policies
Basis of preparation

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. The profit for the year of £27.5m (2004: £7.9my} is recorded in the accounts of Premier Foods plc.
The directors have taken advantage of the exemption available under section 230 of the Companies Act 1985 and not presented an income statement
for the Company.

The Company has taken exemption under Financial Reporting Standard 1 “Cash Flow Staterments” (*FRS 17} and not presented a cash flow statement
for the Campany. The Company is alsc exempt under the terms of Financial Reporting Standard 8 “Related Party Disclosures” (“FRS 87) from disclosing
related party transactions with entities that are part of the Premier Foods plc group or investees of the Premier Foods pic group.

During 2005, a number of new Financial Reporting Standards {(“FRS") were issued. The principal new FRS affecting the Company are Financial Reparting
Standard 20 “Share-based Payment” (‘FRS 20%) and Financial Reporting Standard 21 “Events after the Balance Sheet Date” ('FRS 217). The primary
efiects of these were to record the impact of share based payments and align the recording of dividends with that reguired under IFRS.

The recording of dividends as it applies to the Company is as described in note 12 in the consclidated financia statements. The effect of this has bean
to increase opening shareholders funds by £22.0m to £372.2m. There was no effect on the 2004 profit and loss account.

Fixed asset investments
Investments held as fixed assets are stated at cost less any provision for impairment in their valus.
Taxation

The charge for taxation is based on the profit for the year and takes into account deferred taxation. The Company provides in full for deferred tax arising
from timing differances batween the recognition of gains and losses in the financial statements and their inclusion in 1ax computations to the extent that
a liability or an asset is expected to be payable or recoverable in the foreseeable future. The Company discounts its deferred tax liability as appropriate.

Cash and liquid resources
Short-term cash depasits, which can be called on demand without any material penatty, are included within cash balances in the balance sheet.
Share-based payments

For the first time in 2005 the Company recognised the impact of FRS 20, The fair value of employee share option plans is calculated using an option
pricing model. The resulting cost is charged te the income statement over the vesting pericd of the options or if applicable treated as an investment
in subsidiaries as appropriate. The value of the charge is adjusted to reflect expected and actual levels of options vesting.

2. Operating profit
Audit fess in respect of the Company are £nil (2004; £nil).

3. Investments

2006 2004

£m £m
Shares in subsidiaries
At 1 January 356.0 10.0
Additions 2451 346.0
Disposals (204.3) -
At 31 December 396.8 356.0

On 26 September 2005, Premier Brands Cayman Limited (*PBC") transferred to the Company the principal and accrued interest totaling £229.8m
in respect of the interest bearing loan notes due 2017 ("Loan Notes”) that have been issued by its subsidiary Premier Foods Investments No. 3 Limited
"PFI 3.

Cn 7 October 2005 the Company ceased to retain its interest in PBC upon the liquidation of PBC, the only other direct wholly owned subsidiary of
the Company.

Between 26 September 2005 and 18 December 2005, the Company accrued £5.3m of interest on the loan notes. On 19 December 2005 the total
amount of loan notes were capitalised by the Company in return for 100 £1 ordinary shares in PFI 3.

During the year, the Company increased its investment in PFI 3 for an additional £9.4m. In addition a capital contribution of £0.6m was given in the
form of share incentive awards to employees of subsidiary companies, and this has been reflected as an increase in investments.

A list of principal subsidiaries can be found in note 16 of the Company's consolidated financial statements.
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4, Debtors

2004

2005
£m m
Amounts falling due within one year:
Armounts owed by subsidiaries 16.6 200
Prepayments 0.3 0.3
Corporation tax recoverable 14 0.3
Total debtors falling due within one year 18.3 206
The above balances are not subject to interest rate risk as they are interest free. Garrying value approximates fair value, given their short maturity.
5. Creditors
T 2005 2004°
m £m
Amounts payable within one year:
Amounts due to subsidiaries 46.4 61
Other tax and social security payable - 0.1
Accruals and deferred income 141 1.7
Total creditors falling due within one year 47.5 7.9
“as restated for FRS 21,
The above balances are not subject to interest rate risk as they are interest free. Carrying value approximates fair value, given their short maturity.
6. Share capital and other reserves
’ ’ Share Share Profilandloss
capital premium reserve Total
£m £m £m £rn
At 1 January 2005, as previously reported 2.4 320.9 26.9 350.2
Effect of adopting FRS 21 - - 22.0 220
At 1 January 2005 as restated 2.4 3209 489 372.2
Profit for the year - - 275 275
Dividends paid - - 133.8} (33.8)
Share based payments {a) - - 1.1 1.1
Shares issued in year (b) 041 - - 0.1
Issue costs refund - 0.6 - 0.8
At 31 December 2005 25 321.5 43.7 367.7

{z) The amount relates to the roll-over of certain cutstanding options under the Premier Foods (Holdings) Limfted Employee Share Option Scheme

{b) ©n 13 October 2005, Premier Foods ple issued 2,951,045 1 pence crdinary shares upon the exercise of share optiens as fo'lows:
1 1.416.374 1 pence ordinary shares were issued 1o Mr Robert Schofield, an execulive director. and were fully paid up;
(i) 575,502 1 pence ardinary shares were issued to Mr Paul Thomas, an exacutive director, and were “ully paid up:
(i) 959,169 1 pence ordinary shares were issuad 1o cerlain key smployees and weré fully paid up

On 24 Novembey 2005, 57 1 pence ordinary shares wese issued 1o certain employees at a premium of 230 pence per crgdingry share upon exercise of share options and were fully paid up

©n B December 2005. 1.138 1 pence ordinary shares were issued to cartain employees at a premium of 230 pence per erdinary share upon exercise of share opticns and were fulky paid up

On 19 December 2005, 242 1 pence ordinary shares were issued to certain employees at a premium of 230 pence per ordinary share upon exercise of share options and were fully paid up

Details of the share opfions and assumptions applied in amiving at the share based payment cost as they apply to the Company are described in note 2% in the conselidaled financial statemenls

The share opticn expense recorded in the income statement for the year was £0.8m (2004 £4.6m).
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Notice of Annual General Meeting

Notice is hereby given that the Annua) General Meeling of Premier Foods plo
(“the Company"} will be held on Thursday 11 May 2006 at 12.00 nocn at
Haberdashers' Hall, 18 West Smithfield, London EC1A 9HQ, 1o consider the
following rasolutions:

Ordinary resciutions

Resolution 1
That the report of the directors and auditors, and the audited accounts of
the Company for the year ended 31 December 2005 be received.

Resolution 2

That the final dividend of 9.50p per ordinary share in the Company
recommended by the directors be declared and be payable on 7 July 2006
to sharehalders on the register at close of business on 9 June 2008.

Resolution 3
That the dirsctors’ remuneration report for the year ended 31 December
2005 be approved.

Resolution 4
That David Kappler be re-elected as a director.

Resclution 5
That Sharon Hintze be re-elected as a director.

Resolution 6
That lan Rarmsay be re-elected as a director.

Resolution 7

That PricewaterhouseCoopers LLP be reappointed auditors of the
Company to hold office until the conclusion of the next general meeting at
which accounts are laid before the Company and that their remuneration
be fixed by the directors.

Resolution 8
That the Company be hereby authorised:

{a) to make Donations to EU Political Organisations not exceeding £25,000
per annurm; and

{b) to incur EU Political Expenditure not exceading £25,000 per annum:

during the period ending at the conclusion of the Annual General Meeting
of the Company in 2009. For purposes of this resolution, “Donations”,
“EU Palitical Crganisations” and “EU Political Expenditure” have the
meanings set out in section 347A of the Companies Act 13985,

Rasolution 9
That Prermier Ambient Products (UK} Limited, being a wholly-owned
subsidiary be hereby authorised:

{a) to make Donations to EU Political Organisations not exceeding £25,000
per annum: and

{b) to incur EU Polttical Expenditure not exceeding £25,000 per annum:

during the period ending at the conclusion of the Annual General Meeting
of the Company in 2009, For purposes of this resolution, “"Donations”,
“EU Pdlitical Crganisations” and “EU Pclitical Expenditure” have the
meanings set out in section 347A ¢f the Companies Act 1985.
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Resolution 10
That HL Foods Limited, being a wholly-owned subsidiary be
heraby autharised:

(8) to make Donaticns to EU Pelitical Organisations: and
(b} to incur EU Political Expenditure

on the same terms as are applied to Premier Ambient Products {UK)
Limited in resolution 9 in the notice of this meeting.

Resolution 11
That Chivers Hartley Limited, being a wholly-owned subsidiary be
hereby authorised:

(8) to make donations to EU Political Organisations: and
() to incur EU Political Expenditure

cn the same terms as are applied to Premier Ambient Products (UK)
Limited in resolution 9 in the notice of this mesting.

Resclution 12
That MBM Produce Limited, being a wholly-owned subsidiary be
herely authorised:

{a} to make Donations to EU Polttical Organisations: and
{b) to incur EU Political Expenditure

on the same terms as are applied to Premier Ambient Products (UK)
Limited in resolution 9 in the notice of this meeling.

Resolution 13
That Marlow Foods Heldings Limited, being a wholly-owned subsidiary
be hereby authorised:

{a) to make Donations to EU Politicat Organisations: and
(b} to incur EU Political Expenditure

on the same terms as are applied to Premier Ambient Products (UK)
Limited in resofution @ in the notice of this meeting.

Resolution 14
That Gauidron Foods Limited, being a wholly-owned subsidiary be
hereby authorised:

(a) to make Donations to EU Political Organisations: and
(b} to incur EU Palitical Expenditure

on the same terms as are applied to Premier Ambient Products (UK)
Limited in resolution 9 in the notice of this meeting.

Resolution 15
That Monument (GB} Limited, being a wholly-owned subsidiary be
hereby authorised:

{a) to make Donations to EU Political Organisations: and
) to incur EU Political Expenditure

on tha same tarms as aré appked to Premier Ambient Products (UK}
Limited in resolution 9 in the notice of this meeting.




Resolution 18

That the directors be generally and unconditionally authorised under
section 80 of the Companies Act 1985 1o allot relevant securities

{as defined in that Act} up 1o an aggregate nominal value of £828,137.
This authority will expire at the conclusion of the next Annual General
Meeting or, if earfier, 15 manths from the date of this resolution.

However, before this authority expires, the Company may make an

offer or agreemant which would or might require relevant securitiss to

be allotted after such expiry and the directors may allot relevant securtties
under such an offer or agreement as if the authority had not expired.

Special resolutions

Resolution 17

That, provided this resciution 16 in the hetice of this mesting has been
passed, the directors be empowered under section 95 of the Companies
Act 1985 to allot equity securities (as defined in that Act) for cash pursuant
to the authority conferred by that resolution as if section 89(1) of that Act
did not apply to any such allotment, provided that this authority shall be
limited to:

(&) the allotment of equity securities in connection with a rights issue, open
offer or any other pre-emiptive offer in favour of ordinary shareholders
where the equity securities respectively attributable to the interests of
all ordinary shareholders 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 other arrangements as the directors
may deem necessary or expedient to deal with fractional entitternents,
legal or practical problems arising in any overseas tarritory, the
requirements of any regulatory body or stock exchange or any other
matter whatsoever; and

() the allotment {otherwise than pursuant to sub-paragraph (a) above)
of equity securities up to an aggregate nominal value of £123,921

and shall expire at the conclusion of the next Annual General Mesting or,

if earlier, 15 months from the date of this resolution. The Company may
before such an expiry make an offer or agreement which would or might
require equity securities 10 be allofled after such expiry and the directors
may allot equity securities under such an offer or agreement as if the power
had not expired.
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Resolution 18

That the Company be generally and unconditionally authorisad to make
market purchases {(within the meaning of section 163{3) of the Companies
Act 1985} of not more than 24,784,116 crdinary shares of 1p each in its
share capital at a price per share of hot less than 1p and not more than 5%
above the average of the middie market price for an ordinary share 1aken
from the London Stock Exchange Dally Cfficial List for the five business
days immediately preceding the day on which such shares are contracted
to be purchased {in each case exclusive of any expenses) and the ameunt
stipulated by Article 5(1) of the Buy-hack and Stabilisation Regulation 2003.
This autherity will expire at the conclusion of the next Annual General
Meeting or, if earlier, 15 months from the date of this resolution. However,
before this authority expires, the Company may agree 1o purchase ordinary
shares where the purchase will or may be completed, either fully or partly,
after the autherity expires and the Company may purchase such ordinary
shares as if the authority had not expired.

By order of the Beard

Andrew Astin

Company Secratary
Premier Foods plc
Premier House
Centrium Business Park
Griffiths Way

St Albans

Hertfordshire AL1T 2RE

3 April 2008




Recommendation

Your directors are of the opinion that the resofutions 1o ba proposed at the
Annual General Meeting are in the best interests of shareholders as a whole
and recommend you to vote in favour of them. They will be doing 50 in
raspect of their own beneficial shareholdings.

Explanation of resolutions

Resolution 1:

To receive the' report and accounts

The directors are required to present to the meeting the directors’ and
auditors’ reports and the accounts for the year endad 31 December 2C05.

Resolution 2.

To declare a dividend

The proposed 2005 final dividend of 9.50p per share will be paid on
7 July 2006 to shareholders whe are on the register on 8 June 2006.
The final dividend will be paid in cash to all shareholders.

Resolution 3:

To approve the diractors’ remuneration report of the Company

The Board is required to present the directors’ remuneration report 10
shareholders for approval at the meeting. The remuneration report is set
out on pages 38 to 44, The Board considers that appropriate executive
remuneration plays a vital part in helping 1o achieve the Company’s overall
objectivas, The vote will have advisory status in respect of the remuneration
policy and overall remuneration packages and is not specific to individual
levels of remuneration.

Resoclutions 4 10 6:

To re-elect David Kappler, Sharon Hintze, and lan Ramsay

Article 115 of the Company's Articles of Association allows the Board
{0 appeint a person to the Board during the year, subject to them
being re-elected at the subseguent Annual General Meeting. No such
appointments have been made. However Article 124 of the Company's
Articles of Association requires one third of the directors to retire and
offer themselves for re-election. Each of the directors was re-elected

at the 2005 annual general meeting and the Board has agreed that the
above named directors should offer themselves for re-glection at the
2006 annual general meeting.

Directors' biographical detals are shown on page 26.

Resolution 7:

To reappoint PricewaterhouseCoopers LLP as auditors

This resclution proposes the reappointment of PricewaterhouseCoopers
LLP as auditors, and permits the directors to fix their remuneration.

Resolutions 8 t0 15:

Political donaticns

The Companies Act 1985 requires companies ¢ obtain shareholder
authority before they can make donations to EU poliical organisations
{which includes UK political parties). The definition of poltical donations
used in the Act is very broad and, as a result, it may have the effect of
covering a number of normal business activities that would not be thought
to be political donations in the usual sense. Such activities are not designed
10 support any political party nor to influence public support for a particular
party. To avoid any possibility of inadvertently contravening the Act,

the directors consider that it would be prudent to follow the procedures
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specified in the Act to obtain shareholder approval for the Company

and its wholly-owned subsidiaries Premier Ambient Products (UK) Limited,
HL Foods Limited, Chivers Hartley Limited, MBM Produce Limited,
Marlow Foods Holdings Limited, Cauldron Foods Limited and Monument
({GB) Limfted each to make donalions to EU political organisations of up
to £200,000 per annum and to incur EU political expenditure of up to
£200,000 per annum, The Company’s policy remains that it does not,
directly or through any subsidiary, make what are commonly regarded

as donations 1o any political party, and the awtherity being requested

from shareholders is not designed to change this policy.

Resclutions 16 and 17:

Authority to allot shares and disapplication pre-emption rights

Under section 80 of the Companies Act 1885, the directors cannot
generally aflot shares in the Company unless they are authorised to

do s0 by the Company in genaral meeting. Resolution 16 will authorise

the directors to allot new shares up 1o a nominal value of 0828 137
representing one third of the issued share capital of the Company as at the
date of this nctice. The authority will expire at the conclusion of the next
Annual General Mesting or, if earlier 15 months from the date of passing of
this reselution. The directors have no present intention of issuing shares,
except as needed to satisfy the exarcise of options under the Company's
employee share schemes,

If shares are 1o be allotted for cash, section 89 of the Companies Act

1985 requires those shares to be offered first te existing shareholders in
praportion to the number of shares held by them. This right of sharehclders
is commonly known as a pre-emption right. Under resolution 17, the
directors will remain subject to constraints on the issue of shares for cash.
Unless they comply with the pre-emption procedure under section 839 of
the Companies Act, they will be abile to issue such shares for cash cnly:

* in connection with a rights issue, open offer or other pre-emptive offer or,

* Up to £123,821, representing approximately 5% of the nominal vaiue
of the Companry’s issued share capital as at the date of this notice.

Resolution 18;

To authorise the Company to make market purchases of its shares

This resolution s intended to give the directors the authority 1o make market
purchases of up to 24,784,116 shares, representing approximately 10% of
the issued share capital at the date of this notice. The authority will expire at
the conclusion of the next Annual General Meeting, athcugh the directors
intend to seek renewal of the authority at each Annual General Meeting.
Moreover, purchases will only be made if they would be in the best
interests of sharehclders generally. As at the date of this notice there were
aptions to subscribe outstanding over 4,719,402 shares in the Company,
representing 1.90% of the issued share capital at that date. If the authority
proposed to be given by this resolution were used in full, these would
represent 1.87% of the resutting issued share capital. There are no
warrants outstanding.




Attendance and voting

Only those sharehclders who are registered on the Company's share
register at 6.00 pm on 9 May 2006 shall be entitled tc attend the Annual
General Meeting and to vote in respect of the number of shares registerad
in their names at that time. Changes to eniries on the share register after
8.00 pm on @ May 2008 shall be disregarded in determining the rights of
any person to attend or vote at the meeting.

Flease bring with you the accompanying Admission Card. It will faciitate
your right to attend, speak and vote, and will speed your admission.
Please keep it until the end of the meeting. The meeting will commeance
at 12 noon and light refreshments will ce available from 11,30 am and
also after the conclusion of the meeting].

Whether or not you intend 1o attend the Annual General Meeting, you are
requested to complete the enclosed Form of Proxy and return it to the
Company’s registrars at the following address; Response Licence No.
SEA 10855, Lioyds TSB Registrars, The Causeway, Worthing BN99 62X
as socn as possible and in any event 50 as to be received ne fater than
48 hours before the time appainted for the Annual General Meeting.

The completion and submission of a Form of Proxy will not prevent you
from attending and voting in person if you sc wish.

You may alsc find it helpfu! to bring your Annual Report with you so that
you can refer to it at the meeting.

If you do not wish, or are unable, to attend, you may appaint either the
Chairman of the mesting or one or more persons of your choice to act

on your behaif and to vote in the event of a poll. That person is known

as a “proxy”. You are advised 1o use the enclesed Form of Proxy to appaint
a Proxy.

A proxy need not be a shareholder and may attend and vote on behalf of
the shareholder who appointed him or her.

At the meeting, the proxy can act for the member he or she represents.
This includes the right to join in or demand a poll. The proxy is also valid
for any adjournment of the meeting.
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Please mark the appropriate box alongside each resolution on the Form of
Proxy to indicate whether you wish your votes to be cast “for”, or “against”,
or whether you wish to withhold your vote from, that resclution. Unless you
give specific instructions on how to vote on a particular resolution, your
proxy wil be able, & his or her discretion, either to vote “for” or “against”
that resolution or to withhold from veting.

Before posting the form 1o the registrar, please check that you have signed
it. In the case of joint holders, any of you may sign it.

Forms of Proxy must be received in the offices of the Company’s registrars
no later than 12.00 noon on 9 May 2006. Any Form of Proxy received after
this time wilf be void.

The register of directors’ interests and copies of their service caniracts
or letters of appointment will be available for inspection at the registered
office of the Company during usual business hours between the date
of this notice and the Annual General Meeting and at the venue of the
Annual General Meeting for 15 minutes prior 1o the commencement

of the meseting untit its conclusion,
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