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2008 performance highlights

Premier Foods is home to some of the nation’s favourite

food brands. Last year over 99% of British households
bought a Premier Foods’ brand so you're likely to find us
in every British kitchen and on every British table.

Financial highlights

_Operational highlights

£2603.6m

Turnover

£310.2m"

Trading profit

40.5)m

Operatiﬁg [lossl/profit

£183.6m

Adjusted profit before tax

12.0p

Adjusted earnings per share

-4 O '
+22.5% - E53m of synergies delivered, run rate at end

(2007 £2125.2im1 | L
= Successful relaunch of Howis, market

12007 £72.0m]

+13.0%

12007 £1¢2.5ml |
* will pceur inihe fuluie, There are a numbar of factors thal could cause actual
+ rasulls or developments to differ materially from those expiessed a7 umphed by

+9.4%

12007 “4.7p)

-£26Tmout of £270m of cost inflation recovered
in 2008

of 2008 £89m

share gains

. Implerhentation of SAP progressing - orders

to cash successfully implemented in Grocery

- Factoryrationalisation campleted, nine factories
closed ahead of original schedule

Cautionary Statement

The purpase of this annual repart s (o provide infermatien 1o sharenolders ¢l
Premier Foogs plc “the Camoany | The Company, its directors, employees,
agents and advisers do not accept or assume respensibility to any other persen
to whom this document s shown or into whose hands it may come and any such
~ezponsibility or lability 1s expressly disclaimed. [t contains certain forward -
wwok.ng staternents with respect o the iinancral condition. resulis. coerations
and businesses of the Campany. These statemanis and larecasts involve migk arg
uncertainty because they relate to avenis and deperd upan circumstances that

these farward-loong statements and foracasts, Nothing i this annual report
and accounts should be construed as a proht foracast

' Conlinung cperations

: “rading prchitis defined as operating prof t from continuing operatiors before
excepional iems. amorbisation of intangible assets, the revaluaiion of foreign
excharga and other dervative cantractis under 14539 and pensicn credits or
charges in relation tothe difference belween the expected return on pensior
assets and interest cosls on pension labilites

5 Adjusted profit beforeta= s delined as Trading srofit less net regutar inlerest
pavable. Ad)asted profit before 1ax1s nol a measure of profitabiiity defired
ander IFFS and may not be comparable from cre comoany to another

"z Adjusted earnings per share s defined as Adjusted prolit before tas less taxata

notional tax rate for the Group divded by the average number of shares 1 1ssua
during the period.
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WE HAVE A PASSION FOR
GREAT BRITISH BRANDS

Brand
=

Hovis'29
]

Mr Kipling
L T

Quorn'
I

Ambrosia'®

A
Bisto

R
Sharwood’s"

Category

Wrapped bread

Ambient cake

Meat-free

Ambient

desseris

Gravy

Asian meal

solutions

Dried soup

Dried nocdles

UK relaii sales value

£415.6m

£140.1m

£118.3m

£73.4m

£73.3m

£66.4m

£34.6m

£27.0m

Category
markel share

23.0%

16.8%

57.8%

29.9%

66.6%

23.1%

51.4%

74.0%

L~

Batchelors
R

Batchelors
Notes

[1} Under licerce

(2] Hovis and Chilled & Ireland D wisions - Source: 1R] Total Grocery Outlets,

52 weehks ending 27 Cecemuer 2008

Categary
position

1_

T
i
i

S R,

13] Asian Meal Selutions comprisas cogking $auces, accompaniments and
ingredients, in the Ambient Ingian, Chinese, Thay and Other Griental caieganes

{4] Ambien: desseris excludes Armbient frun

(3] Howis brand defimtion includas Mimble.
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Al Premier we have a passion for great British brands. We have a strong track record of brand
rejuvenation and innovation to date, for example with Mr Kipling Cake Bites, Batchelors Soupfulls,
Oxoliguid stock, and Quorn picnic eggs.

Going ferward we intend to leverage our broad range of category capabilities and brand strength
to drive revenue growth in the business.

=]
<
o
)
=,
m
£
)
=3
[
-
L]
-
]
o
A

Source: {Rl ¥ajur Mutlicles, 52 weexs ending 27 December 2008
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‘Chairman's statement

|

|

We announced on 5 March 2009

that the Company proposes to

undertake a placing and open

offer and a firm placing to raise
| approximately £379 million.

We believe that the support for
the placing and open offer and
firm placing from both existing
shareholders and new investors
represents an important
endorsement of Premier’s long-
term strategy and vision, and
underscores the confidence of
these institutions in Premier
and in its management team.

20008 has been a challenging year for Premier Foods. Our
share price fell from 204 pence to 30 pence over the year as
the stock markat became concarned aver our debt position
and related covenant and repayment terms, given the
callapse inthe credit markets.

This debt position was largely created by the acquisitian

of RHM, aur inahility to sell non-core assets in the 2008
financial climate, and our higher werking capital needs
as aresult of raw materialinflation. The RHM acquisition
however is, strategicalty and commercially, a success, and
tha raalisation of synerqies, an important achievement.

During 2008 we have experiencad a substantially more
challenging trading, econemic and credit environment.
The significant cost inflation that occurred in the second half
of 2007 and first three quarters of 2008 due to commodity
price iIncreases required the Group to seek significant prica
increases, whilst in the second hatf of 2008 and garly 2009
the financial markets and the broader economic hackdrop
deteriorated significantly, putting consumer confidence
and spending into a markad decline.

Inview of the volatile operating conditions and the Group's
significant level of leverage following the acquisitions of
Campbell’'s and RHM, the Board and its advisors have spent
recenl months examining ways of accelerating the reduction
of Group debtin orderto establish additional financial headrocm
and a mare appropriate long-term capital structure.

The potential disposals of certain businesses have been
explored as a means of providing additienal financial headroom.
However, against the backdrop of current market conditions,
the ability to achieve valuations that would materially reduce
the Group's leverage has been imited and we have only
implemented certain smatl disposals.

Following discussions with our lending banks and considering
tha potential for the cradit environment to remain ditficult,
the Board concluded that raising additional equity combined
with a renegotiated agreement with cur lending banks and
an agreement with our Definad Benefit Pensien Plans would
be the optimal route o move to a more appropriate caprial
structure and achieve the desired increase in financial
headroom given the more challenging trading anvironment.

We announced on 5 March 2009 that the Company proposes
to undertake a placing and apen offer and a firm placing to
raise approximately £37% million [net of expenses related

to the equity financingl through the issue of 1,333.416,774
new Ordinary shares at anissue price of 26 pence per new
Ordinary share.

David ) Kapplar
Chairman




We believe thal the support for the placing and open offer
and firm ptacing {from both existing shareholders and

new investors represenis animportant endorsement of
Premisr’s long-term strategy and vision, and underscores
tha coniidence of these institutions in Premier and in its
management tear. In addition the open oifer structure
atlows existing shareholders to participate in the issue of the
open offer shares on a pre-emptive basis while providing Lhe
Group with the flexibility to raise the necassary quantum of
equity capital.

Full detaits of the placing and opan offer and firm placing are
setoutin the Prospectus sent te shareholders on 5 March 2009

Dividends

As announced on 18 November 2008, the Board considered
it appropriate to suspend dividend payrments. The Board is
committed to resuming dividend payments when possible
but the future payment of dividends will be dependent
upon the Company's ability to reduce its lavel of debt, the
limitations on dividends imposed by the Group's proposed
amsnded debt agreerments and the condition of the cradit
rnarkets at the relevant time.

Overview of year

We have made significant progress with our integration
programme, This is targeted to daliver £113 million of
annual cost synergies largely through consobidating
administration functions and manufacturing facilities
and incraased procurement efficiency. This integration
programme remains on track to deliver the targeted
synergiesin full from 2010. Tha totat net cost of the
integration programme is anticipated to be £203 million
after accounting for the proceads from the disposal of
surplus properties. At 31 December 2008, £178 million
of this expenditure had been incurred with the majority
of the remaining £25 million expacted to be incurred
during 2009 and 2010,

The implementation of SAP, the enterprise resource
nlanning software system, is progressing wellwith the
implzmentation of ordersto cash in the Grocery division
new complete. Another key element of the transformation
programms= was the factory rationalisation. This has

new been completed with nine factories closed, ahead of
schedule, in 12 menths.

We have been successful in recovering cost inflation through
a cornbination of pricing and cost cuthing.

During 2008 the Hovisranga was relaunched, with improved
racipes, new packaging, a new range of 400 gram loaves
and a major new TV advertising campaign. As a result Hovis’
total market share grew by 2.4 percentage points ta 24.7%
between August 2008 and January 2009,

Despite the challenqing trading, economic and credit
ervironment the business has continued to perform welt and
has deliverzd sales of £2,603.6m up 22.5% and trading profit of

£310.2mup 14.1% anlast yzar lon a continuing operations basis).

E2,6036m +22.5%

Turnover{2007: £2,125.2m]

£310.2my H14.1%

Trading profit (2007: £271.9m)

E1,5722m 60.4%

Branded turnover of total turnover

“Continuirg operations
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Chairman’'s statement

Continued

|

Divisional structure
As part of the Company's transformation programime we
havs organised the business info three divisions and 2008
will be the first year we report our full year results on this
basis:

Grocery Bowe Chiled & lreland

Ceompnsang the shell  Cemprising wrapped

stasle cr ‘ambient’ bread, mzrning

grocery groducis geods and buk and
bagged flour

Comprising ¢hitled
and lrozen meat-free
preducts, operations
1n the Republic of
Ireland and retailer
brand cnilled ready
mea. and cake

bus nesses.

Dispesals

I January 2009 we anneunced that we had received firm
offers for our Speciality Bakery Group in France which
employs around 1,250 pegple in France and the UK. This
includes Martine Spécialités SAS which produces retailer
branded frozen patisserie producis and Sofrapain SAS

and Le Pain Croustillant who produce retailer branded

pari baked frozen bakery preducts principally for major
multiple retailers in the UK and France. The sales of Le Pain
Croustillant and Martine Spécialitds SAS completed on 2
March 2009 with campletion of the sale of Sofrapain SAS
expacted during the second quarter of 2009. These disposals
are consistent with our strategy of investing tehind cur UK
branded business.

Employees

This has beenanother challenging year tor employees,
particularly against the backdrop of the worsening economic
and trading climate and the fall in the Company’s share price.
The successiul completion of the factory integration and the
ongoing implermnentation of SAP have clearly demonstrated the
dedication and commitment of staff and their ability towork
togethar effectively across the cornbined Group.

We introduced the Premier Employee Recognition Award
in 2008 to recognise and reward the skill, dedication and
creativity of employees who are helping the Company to

deliver its strategy.

Board changes

in June we welcomed Tim Kelly to the Board as an additional
executive director. Tim joined Premier Foods in March 2007
following the Company s acqguisition of RHM, where he was
Chief Operating Officer, Cakes & Customer Parinerships. In
December 2007 he assumed additional responsibility for the
Hovis Baking and Milling businesses. Tim has had significant
and varied experience in consumer geods markets,

Outlook

Current trading is in line with our expectations and we
betieve that our brands will continue to be resilient in the
difficult economic environment. Food inflation, although
at lower levels than in 2007 and 2008 remarns a concern,
particularly due to the effect of the weakening of sterling.

The remaining elements of the integration programme are
expacted to ba completed in 2009. In February we openad
the new group-wide shared service cenfre in Manchester
{a platform which will enable the full benefits of tha SAP ERP
system to be realised] and the roll cut of SAF te the ambient
cake business 1s on track for April. In addition we intend to
complete the rearganisation of the Grocery logistics network
and the realisation of additional procurement synergies.

Following the completion of this transforemation programme,

we intend to shift the focus of the Group from cost reductionto
sales growth in order to drive long-term growth in profitability.
Going forward, we intend to teverage our broad range of
category capabilities and brand strength, coupled with the
insight we have into UK consumer behaviour and needs, to
drive revenue growth in the business,

David J Kappler
Chairrman
5 March 2009

Premier Foods plc Arnual report and accounts 2008
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WE HAVE A PASSION FOR
BUILDING STRONG
RELATIONSHIPS WITH

CUSTOMERS

Prermier has a leading rarket pesition in the UK
and the Republic of Ireland. We are the targest UK
ambient branded grocery supplier with 6.5% share
of the £23bn ambient grocery market.

We supply our products through a broad range of
custorners including the major multiple retailers,
cash and carry and cenvenience stores, discounters
and foodservice operators.

plans that incorperate opportunities across the
Group, we can co-ordinate the timing and consistency
of our messages with customers and we can focus an
jointvalue creation at a custormer level.

Relationships with cur customers are also
enhanced by the additional insight and breadth
of service we are able to supply which we believe
provides uswith a competitive advantage against

ALalAR ] SSBUISHY

Ourincreased scale gives us the ability to operate other food manuiacturers.

across categories with both branded and retailer-
branded products. We can develop joint business

i
|

l Total market ambient grocery manufacturer shares - 52 weeks ending 28 December 2008

Premierfodsic T . L el

Nesé UKLed ) T

| Casburys . R Y7
Coca Cola Enterprises o . . 3%
United Biscunts McYities/ i o 3%
Mars (Masterfoods] o 7 2%

| Popsico Miatker Snacks] i 7 L
H RenzColtd o o ) O 28%

| Kellogg Co.0fGBLId ~ ) 25%

“WarburtonsLid T T T TTIe%

Source TNS vata 52 weeks ending 28 Dacernbar 2008
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l Chief Executive’s summary
|
|

.l

At the time of our preliminary
results for 2007, we set out our
priorities for 2008. These were:
cost inflation recovery; synergy
delivery from the integration of
RHM and Campbell’s; the relaunch
‘of Hovis; the implementation
of certain key modules of the
enterprise software system,
SAP; and to progress our
factory rationalisation plans.

We have achieved all of these
commercial priorities despite
the backdrop of an exceptionally
challenging trading and financial
environment.

2008 perfermance

The first and second halves of 2008 showed marked
differences in the econamic environment and alsc the
trading patterns of the Group.

The first half of 2008 was dominated by the need to increase
prices to recover significant commodity cost inftation
whilst capacity was constrained in the Grocery divisien by
the manufaciuring rationalisation programme and the
implementation of core modules of SAP. tn Hovis, whilst
we stahilised our market share, the performance reflected
lower year-on-year volumes. In the Chilled & Ireland
division, meat-free continued to grow strongly and cur
business in Ireland focused on delivering its integration
synerqies. The chilled retailer brand business experienced
tough underlying trading conditions but was successiulin
winning new contracts which commenced in August.

In the second half, from September we began to see good
sales volume growth in our Grocery division as we were able
to return promational activity to more normal levels having
completed the rnanufacturing rationatisation programme.
As the economic downturn became rmare apparant, many
of our Grozery categories began to show volume growth

as consumers looked for brands and products they could
trust and which offer good vatue for money. Following the
relaunch of Hoviswe saw improvernents in brand equity
measures, followed by increases inmarket share. The
meat-free business continued to show strong growth,
assisted inits export markets by the weakening of sterling
whilst profit develoepment in our Irish business continued
to be driven by integration syneryies. The benefit of the new
contracts in the chilled retailar brand husiness was party
offset by the weakening of dermnand for its premium quality
products due to the economic downturn.,

Trading profit growth in the secand hali far the Group was
primarily due to intagration synergies. The synergies were,
however, partly offset by increased manufacturing cosis

in the Grocery division, an under-recovery of cost inflation
inthe Chilled & Ireland division and a small year-on-year
declina invelumes in the Hovis division in the third quarter.

We believe that the Group finished 2008 with significant
mornentum, with year-on-year volume growth in its two
largest divisions, Grocery and Hovis. In spite of concerns that
the economic downturn might lead to consumers trading
down to retalder-brandead products, in the majenty of our
categories, branded products have seenvolume growth
ahead of retailer-branded producis.

Integration

I April 2008, we implemenied some core elemenis of the
SAP information systern in our Grocery division, following
which we continued with the manufacturing rationalisation
prograrmmae. We have closed nine factories across our
Grocery division 1n the space of 12 months, a considerable
accomplishment which has significantly increased the scala
and efficiency of the rernaining factories.

We remain on track to deliver the full £113m of annual cost
synergies identified at the time of the acquisition of RHM
with an annualised run rate as we enter 2009 of £8%m. With
the majer administration integration and manufacturing
rationalisation programrnes complete, the rematning
elernents of the integration programme in 2009 include
the opening of a group-wide sharad service centre in

Robhert Schofield
Chief Executive




Manchester, rationalising the Grocery dwvision logistics
network and realising further procurement synergies. The
shared service centre, envisaged to employ approximately
300 people, will provide the ideal platform uponwhich

the full benaiits of the SAP systems and processes can

be realised Tha logistics programme witl result in the
operation of a 3 hub sirategy across the UK with key
distribution cenires in East Anglia, the North West and the
Midlands.

In January 2005, we announced that we had received {irm
offers for the businesses of Le Pain Croustiltant ["LPC™Y,
Sofrapain SAS ["Sofrapainl and Martine Spécialités 5A5
("Martine”] for a net considerabion totalling spproximately
£47m. The sales of LPC and Martine completed en 2 March
700% and we expact the sale of Sofrapain to complete in April
200%. These businesses are principaily own lahel businesses
outside the UK and Ireland and are therefora not core to
Premier's staled stralegy.

Capital Structure

We have now completad our capital structure review

and have proposed raising approximately £404m gross
equity proceeds, which we believe, combined with the
amsanded lending agreement and new pensions framework
agreement, witl anable us to putin place a mare appropriate
capital structure for the business going farward and in turn,
provide a solid platform for future development. Further
details of the equity raising are set out in the Prospecius
sent to shareholders on 5 March 2009.

Outlook

One of the most pleasing aspects of the business in 2008
is how robust trading has been during a tough period for
consumer-facing businesses,

Current trading is in line with our expectations and we
helieve that our brands will continue to be resitientin the
difficult economic ervironment, Food inflation, although
at lower levels than in 2007 and 2008 remains a concern,
particularly due to the effect of the weakening of sterling.

The integration programme continues to progress well. The
Group's new shared service centre was opened in February
200% and the implemeantation of SAP in the Group's ambient
cake business is on track for April 2009,

We believe that with the momenturn developad by our Grocery
business over the last four months of 2008, combined with
successful relaunch of Hovis and remaining integration
synargies, we are well positioned for further progress in 2009.

Robart Schofield
Chief Executive
5 March 2009
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Operating review g
fm 2008 i <
Turnover g
Grocery 1,419.0 12329 -3
Howis 756.3 53L9 EEg
Chilled & Iretend 428.3 3174
Turnover for contiruing operations 2,603,6 2ik? B
Trading prefit’ for certinuing aperztions 310.2 2710
Trachng profit margin - €onlinuing operations 11.9% iT8%
Amartisation of intangioles (76.7] 152.0)
Fareign exchange valuation uams cred': 5.9 [
Pension financing credit 15.4 Te.i
Qperating profit bafore excephional tems 256.0 2307
Exceptional iterns [296.5) a7 | @
Coerating lloss!/profit [40.5) 720 | %
fu
Cperations disconbinued in 2008 ;
Turnover 173.0 1224 | =
Trading profit"! 10.0 g3 | =%
(1] Trading prefit 1s dafined as aperating prof't from continuing operations belors
exceplional 1tems, amortisauan of intangible assels, the ravaluation of farzign
exchange and other derivative contracts under IAS3 and pens’on credits or
charges in relation to the differznce beiween th2 espected return on peasion
assels and Interest costs on pensicn liabilities. Tradin((]; profitfor discontinued
aperations excludes any allocation of central everhead costs.
12] The resulis for 2007 include only 41 weeks trading for RHM which was
acquired in March 2007. As such the results for 2008 and 2007 are not directly
comparable.
[s
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We are now leveraging the scale we have created 2
The combined Premier business has significant 2
competitive advantages: 2
- deeper, broader, consumner and customer insight; 3
&
broad brand and product portfclio of staple foods; 3
scale brands;
- broad customer base;
- bigger, bettar invested factories:
- lower cost, more flexible distribution capabilities; l_
- lean admin functions supperied by common T platform: and | 3
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- stable, cash generative business. 2
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Strategy and key strengths

We have a well-defined strategy
to develop our business.

We believe that this strategy allied to the
transformation programme that we have been
successfully implementing following the acquisition
of Campbell's and RHM and the expertence of our
management team, considerably enhances our
competitive strengths ina number of key areas and
positicns us well to create value for shareholders.
As we move to lower leverage over the next fewyears,
ouremphasis will be onthe first three elements of
this strategy rather than on further acguisitions.

Evolution of Premier Foods
YI07 200 005 700 2007 2298 00% 2013 U1 g0%Z

Transformation & Integration

+ Commercial integration
» SAP implementaticn
» Manufacturing rationalisation

» Head office & back office
consghidation

Building scate Leveraging scate

+ Srarded acquisitions
* Organic cost sav.ngs
= Organic zales growin

« Organic growth through
brandad innovabion

« Commerciat strergth

- Mevrbrand creation « Supply chain ellciency

- Brand reyuvenauan

- Srard censelidation

» Leanintegrated back aifice

1. Driving organic branded sales growth

Premier’s products hold a number of category leading
positions in the UK and Repubtic of Ireland, with most of our
principal brands ranked as the No. 1 or No. 2 brand within
their respective categories. We operate across a wide range
of food categories with hoth branded and retailer-branded
products and 1his provides us with a strong platform for
continued organic branded sales growth in our core markets
and also a certain degree of resilience and protecton
against shifts in consumption patterns,

2. Focusing on the UK and Republic of Iretand

The breadth of the categerias that Premier supplies and our
focus on the UK and Republic of Ireland provides us with deep
and broad insight into the shopping and consumption habits of
UK consumers, enabling highly focused innovetion, sales and
marketing strategies, as well as greater strategic ce-operaticn
with key customers. This enables us to successiully rejuvenate,
develop and extend existing brands. In addition, the broad rangs
and scate of our brands enables us to launch new innovation
more cost-effectively as naw products can be launched under
existing brands. The Group intends to capitalise upen its streng
brand recognition to drive the grawth and profitability of new
preduct developrment.

3. Leveraging our scale to enhance customer
relationships, impreve manufacturing and supply
chain efficiency and reduce overhead costs

Broad range of customers and enhanced retationships
with major customers

We supply our products threugh a broad range of custormers
including the major multiple retailers, cash and carry and
convenience stores, discounters and foodservice operators.
Our relationships with our customers are enhanced by

the additional insight and breadih of service we are able

to supply which we believe provides us with a competitive
advantage against other food manufacturers.

improved manufacturing and supply chain efficiencies
The scale of the Group's manufacturing facilities increases
our production efficiency and supports cur iInnavation
prograrnme through the wide range of food production
technelogies avatlable to us. Furthermare, the broad range
of praduct formats we supply and the significant volumes
being delivered enhance the efficiency of our distribution
netwark and enable us to offer our customers an increasad
and integrated range of logistics sclutions. In addition, the
scale of our raw material procurement enables the Group
to gbtain lower per unit input costs.

Centralised administration, low-cost suppart and IT efficiency
The costs of Premier’s administration and support are spread
over alarge business, again reducing the cost per unitof these
functions. The implementation of the enterprise resource
planning software SAP will help us o realise the full potential
of cost synergies from acquisitions and o manage working
capital more efficiently.

4. Acquiring “Great British Brands” in order

to drive long-term Shareholder value

Premier’s senior managerment team has significant experience
in branded UK food and beverage businesses. Tha Group has
demonstraied its ability to rapidly integrate and synergise
acquisitions, as well as to drive successiul brand rejuvenation,
extension and innovation, We believe that this provides uswith an
excellent platform frorm which to drive accelerared sales growth
following the completion of the transformation programme.
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WE HAVE A PASSION FOR
UNDERSTANDING
CONSUMERS’ NEEDS

JBEK BU) 1O MBIALAAC [

The breadth of categories we supply and our focus on the UK and Republic of lreland provides us with
deeper and broaderinsight into the needs of consumers.

This insight provides us with a clearer understanding of the key shepping and consumption habits of
consumers, the key trends in the UK food industry and how our brands should respond to meet these needs.

Thisinturn enables focused sales and marketing strategies which witl drive category and brand growth,

/’
Branston
Branstonrelish increased market
share by 35% with sales of £5.7m
during 2008 further camenting the
brand’s No.1 pasition, New Red Onion
& Cranberry pickle - a seasonal edition
-was launched in Octeber 2008.

Source IRI, Major Multiples,
datato 27 December 2008,
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Mini Savoury Eggs - a new format
for Quorn, providing a healthier
meat-free cption for picnics, parties
and kids' lunch boxes. Launched in
May 2008 and has delivered sales of
£2.0mintheyear.

Source [RI, Total Grocery Qutlels,
52 Wezks ending 27 December 20072

/’Hartley’s Low Calorie Jelly
Hartley’sLow Calorie Jellyis our
lowest calorie dessert with only 10
calories, perfect for those looking for
asweet treat but alsa wanting to watch
their diet. During 2008 sales grew 75%
against the previous year to £3.3m.

Source- IR, Tolal Grocery Qutlats,
52 Weeks aading 27 December 2008
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|Overv1ew of business
|
|

Group

Premier Foeds is one of the UK's leading food
producers, producing a wide range of category
leading branded and retailer-branded

food products.

£2,603.6m

Turnover

® Grocary £1,419.0m 54.5%
® Hovis E75o 3m 29.0%
® Chilled & reland £428 23m 16.5%

£310.2m

Profit
® Grocary £23%.2m 77.1%
® Hovis £20.9m 6.7%

Three focused divisians
Foliowing the acquisitions of Campbells and RHM, we have
arganised the business into three divisions:

Grocery

Cemnprising the sheli stable
er ambient” gracery
products.

Hevis

Comprisingwrapped bread,
morning goods and bulk and
hagged flour.

Chilied & lreland
Comprising chilled and
frozen meat-free products,
operations in the Republic
of Ireland and our retailer-
branded chilled ready meal
and cake businesses,

@ Chilled & hraland £50.1m 16.2%
15,913

Employees

® Grocary 6,573

® Hovis 5,761

@ Chillad & Ireland 3,179

Organised to maximise scale with customers

and suppliers

Eachdivision cperates a sales farce organised inte custarner-
focused teams, with sireng co-ordination across the Group
directed by the Group Sales Director and category-focused
marketing tearns. Each division operates a managernent
sirategy and planning function to co-ordinate marketing and
promotional strategies, ensuring that Premier’s production
capacity is matched to demand. These promotions are aimed at
increasing consumer awareness, building customer loyalty and
increasing usage and purchase frequency of our products.

In addition, in sorne categories we assist our major multiple
retailer customners to design and implement marketing
promotions for therr retailer-hranded business, in order to
encourage further demand for Premier’s retailer-brandad
products. The Group’s administration functions, namely
Procurernent, Finance, Information Services, Technical

and Human Resources are managed ona group-wide basis,
These functions will undergo further integration during
2009 and 2013 in conjunction with the further roll out of

the enterprise resource planning software system, SAP.
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-Grocery

The Grocery division manufactures a wide range of
shelf stable or "ambient” food products under a number
of category leading brands and retailer-branded
products. Forthe year ended 31 December 2008, the
Grocery division reported turnover of £1,419.0m of which
71.2% was branded and trading profit of £239.2m.

£1,419.0m

Turnover

® Branded £1,009.9m 71.2%
® Retailer-branded £385.0m 271%
® Businessiobusiness E24.1m 1.7%

Manufacturing Footprint
® Manufacturing
O Distribution/Logistic centres 2

Manufacturing Sites
Asnlard
Bury
Cariton
Histon
Hmghtaor
Lifton

Lang Sulton
Muddleton
Moreton

10 Stoke

11 Wishech

12 Worksoo

O O3 ~I O N Es LD RS —

Distribution/Logistic centres
1 Long Sclion
2 Rugby

JEeh | JO MIIAIBAQ

Business

Premier’s principal brands mclude Mr Kipling cake, Cadbury
ambient cake [under Licence], Batchelors soup, noodles
and vegetables, Shanvood s Asian rmeal solutions, Loyd
Grossman cooking sauces lunder licence), Bistogravy,
Ovostock, Branston pickles, relishes and baked heans,
Hartley's preserves and jelly, Robertson s preserves and
Arnbrosiadesserts.

Pramier also has a wide range of otherwell-known but smatler
brands. These include Paxostuffing, Saxasalt, McDougails
flour, Frank Cooper’spreserves, Atora suat, Lyonscakes, Fray
Bentos meat pies, Homepride cooking sauces, Sun-Fatpeanut
butter, Rese’smarmalades, Bird 'scustard, Gale shoney

and lemon curd, Sarsonsvinegar, Haywards pickles, Srnash
instant mashed potato, Marve! powdered mitk creamerand
Angel Delightinstant desserts.

Strategy

During 2008 the Grocery division carried out a major strateqic
review of its business. This recognised the importance of
prioritising resources across the division’s portfolio of brands
and categories.

The division's aimis to hecome the No. 1 food supplier in the
UK by:

- aligning behind clear category and branded cheices - "Drive”,
“Core” and "Classic’;

- building growth through innavation - atilising the full scope

of its consurmer insights, technolegies and brands;

being the most attractive partner for customers; and

- leveraging manufacturing and supply chain scale.

1

Integration

The Grocery division has seen substantial benefit from the
integraticn of Camphell's and RHM having integratad the sales,
marketing, finance and IT functions of each business, thereby
realising significant cost synergies. In addition during the year
we cornpleted the rationalisation of the Grocery manufacturing
base, clesing nine factories over a 17 month periad with
production being transferred to the remaining 12.

The division distributes its products to customers using
a number of third-party logistics providers. The division
cornmenced a rationalisation of its distribution functions
1n 2008 which it intends to complete in 2009

Market and competitive environment

Due to the breadth of categories that the division covers, Premiar
has no principal competitor who operates across all of the
same categories. The compatitors that the Grocery division
face range from rowlti-national food companies to smaller
farnily or private equity owned businesses. Competitors wha
have significant branded shares in the categeries inwhich
we operate include H. J. Heinz Company [soup, baked beans),
Baxters Food Group [soup, pickles], Unitever ple (stacks,
cooking sauces), Masterfoods [part of Mars Incorporated
Group) {cooking sauces] and Andros UK Ltd [preserves). In
addition, Premier’s brands face competition frem retailer-
branded products.
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Overview of business

| Continued

U
i Business
H ovIS The division is atso the largest vertically-integratad baker and
flour millerin the UK and preduces a wide range of bulk flours
and branded and own label bagged flours. We supply 57% of
the branded flour sold business to business in the UK under

The Hovis division operates principally in the brands such as Hovis and Granary. We also produce Elephant
‘ wrapped bread market, marketed under brands Atts, the leading branded flour in the Asian ethnic market with
such as Howvis, Mother's Pride and Nimble. In 53% market share.
, addition, the division manufactures own iabel For the year ended 31 Decamber 2008, the Hows division
| bread and morning goodg‘ Hovisisthe second reported turnaver of £756.3m of which £5.7% was branded E
| largestwrapped bread brand in the UK. and trading profit of £20.9r. |
The division operates from 12 bakeries and ten milling sites
inthe UK. The wrapped bread and rmorning goods businass
E 7 5 6 3 m operates its own legistics infrastructure, delivering to
- customers warehousas or direct to store from the bakenes
L Turnover and an sdditional nine depots. Flour mitling products are

distributed through third-party legistics providers,

Strategy

During 2008, the Hovis division implemented a new strategy

‘ to rebuild volumes in the bread business after recent market

| share declines. Approximately £15m was invested during 2008
in capital and recipe improvements to improve the texture

and flavour of Hovis iread and to ensure that all the divisions
products meet consumer’s expectations. Hevislaunched its
“softest ever” white loaf during the first half of 2008, which,

® Branded £353.0m 46.7% | supported by a strong advertising and preamotianal campaign,
® R=tailar-branded £216.3m 28.6% | hasseenits share of the white bread market grow by 3.7
® Business to husiness £187.0m 24.7% | percentage peints to 14.8%.
In August the rernainder of the Hovis range was relaunched,

Manufacturing Footprint with improved recipes to ensure that it retains consumer
® Boakeries 12 preference across the whole range, new packaging, a new
B Milling sites 10 range of 400 gram loaves and a major new TV advertising
O Depat/Regional 9 carnpaign. As a resull Howis total market share grew by

Distribution centres 2.4 percentage points {0 26.7% between August 2008 and

January 2009.
Bakeries Depot/RDC . .
; »évcl);wmaulh 1 Bradfard Market and competitive environment
elfast 2 Dagenham S Arine : ; . o
I Brmingham 3 Chandinre Fard Hovis' principal compehto:;s in t}_we wi a_pped bread an_d
4 Easilegh 4 Inverness morning goods markats are Wan bu rtons Ltd,_and Associatad
5 Enth : Mar‘.é.lanthill British Faods plc through their Kingsmill, Allinsons and
6 ForesiGate Mendlesham
7 giasglov.- 7 Mossend Eurgen brands.
B Greeniord § Mewcastie Our mulls usa approximately 1.25m tonnes of wheat a vear,
¢ Leiceslar 9 Plymouth o i . i " -
10 Nettngham B80% from UK farmers. OL_Jr flopr is used primar ily by Howis
11 Milchain and other Group cormpanies with the remainder heing sold
12 \TV?E::D in the market. The principal competitor in the bulk flour
3 market is ADM Milling Ltd.

?‘"223;‘.2‘?1‘ I The wheat market has experienced significant volatility
2 Barry Milt over the last 8 months with prices reaching a peak in
3 Gainsbarough February and March 2008. Whilst prices have fallen since
4 Glasnow Ml RS f ; -
5 Lichfie'd then, they remain significantly higher than historical levels.

- Holgran
& Manchester Mill
7 HNewb-dga

- Fleming

Hewden

8 Selby Mill

?  Southampton
Mill

10 Wellingbarsugh
Mill
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Chilled & Ireland

The Chilled & Ireland division comprises
Prermier's chilled and frozen meat-free business,
gperations in the Republic of iretand and retailer-
brand chilled ready meal, cake and frozen pizza
base businesses.

£428.3m

Turnover
® Branded £209.3m 48 9%
® Retailar-branded £219.0m 51.1%

Manufacturing Foatprint
® Manufacturing 7
O Prermier Foods Ireland

Manufacturing sites
Betasis

i

2 Le cesier - Charnwooo

3 Lecester - RF Brookes

6 Methwed

5 Rogersione - Avana

& Rogersione - RF Eraokes
T Siatesley

Premier Foods Ireland
i DOublin-Premer Foods lreland

For the ysar ended 31 December 2008, the Chilled & Ireland
divisian reported turnover of £428.3 m of which 48.9% was
branded and trading profit of £50.1 m.

The meat-free business comprises myco-protein based feeds
under the Quornbrand and tofu and vegetable hasad products
uncer the Cauldronbrand. Quornand Cauldron are respaciively
the No.1 and No.2 brands in the meat alternative market. Qusrn
is unique within Premier as the only brand with significan
international presence with sales in Norway, Sweden, Hollant
and the US. Sales of Quorn continue to grow strongty, turnaver
having grown by 34.1% from £84 4rmin 2005 t0 €113 2rmn 7008,
The dwision operates from three manufacturing sites but also
uses a number of co-manufacturers.

Premier’s business in the Republic of Ireland sells ambien:
grocery products in a number of categories including cake,
dessert, soup, sauces and spreads under a range of well known
Irish brand names including Gateaux, Erinand Chivers. Over the
year the three Irish businessaes of Campbell's, RHM and Chivers
have been integrated into one business. They now operate from
a single office site with a single warehouse facility. The preducts
are predominantly manufactured by our Grocery manufacturing
facilities in the UK and sold via the main Irish multiples.

We supply retailer-branded chilled ready meals, cakes

and frozen pizza bases from feur manufacturing facilities
primarily for Marks & Spencer plc, Pizza Hut [UX] Ltd and
other leading food service retailers in the out-of-home
market. Each business in the division distributes its products
to customer distribution centres through third-party logistics
providers. During the vear the chilled ready meals business
successfully tenderad for a £21m Italian category business
withy Marks & Spencer ple. Premier’s principal competitors in
the chilled market are Northern Foods plc, Bakkavdr Group
h.f.. Kerry Greup pic and Greencore Group plc. in the Republic
of Ireland our principal competitors are the same as those for
the UX grocery markei.
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Group suppliers

In 2008 we spent around £1.7bn on externally sourced goods
and services. This is split between “direct” spend on itams
such as ingredients, wheat, packaging and energy and
“indirect” spend an items such as non-productien goods

& sarvicas logistics, sales & marketing and utilities.

Supply base

We have a supply hase of around 10,000 suppliers, Our top
250 suppliers account for approximately 75% of Group spend
and our top 1,000 suppliers 2ccount for approximately 95% of
Group spand.

During the year we conducted a review of our supply base which
involved the categerisation of supptiers as strategic, preferred or
approved. We have identified preferred suppliers to the business
and continue te implement a partnarship prograrmme designed
to prornote long term relationships and commitmeant betweean
the Company and its key strategic suppliers.
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Key risks, factors and market trends

Throughits ncrmal business operations, Pramier is expasedio a
number of risks, factars and market trends which could impact
on the resulls of the Group. These may he common to the food
industry ganerally or relate specifically to the Company. The key
factors identified by the Board are highlighted below together
with the relevant management respanseas which ara designed,
where possible, to help mitigate the potentialimpact on the
business. Furtherinformation on cur risk management process

| and internal contrels can be found on page 38,

Risk area and potential ympact Management response
O A

Industry risks and trends

Raw materials

The Group purchases a significant amount of raw materials
aachyear Since 2007 there has been a significant increase

in the cost of raw materiats and other input costs such as
uiilities. Any:inahility or delay in passing on increases in raw
material costs to our customers or to source raw materials of
an acceptable type orquality could advarsely affect the resulis
of the Group.

Competition

There is strong competition between manufacturers in

the grocery business. The market is served by a number of
well-astablished companies that operate on both a national
and international basis within single or multiple product
categores. We face competiticn at a category level from these
companies on both branded and unbranded products. Qur
ability to compete effectively requires us to be successtulin
the sales and marketing of our existing producis, new product
development and innovation.

Economy

Our business could be adversely affectad by general business
canditiens and a8 worsening of the economy both generally and
inthe UK and Ireland in particular. Factors such asinterest
rales, inflation, the availability and cost of ciedit, and the
liquidity of the global financial markets could significantly affect
the activity level of customers. An economic downturn may lead
to a decline in the volume of sales of premium brands, and may
increase pressure on retailers to reduce prices.

Cusiomers

Our ahulity to compete in the retail food Industryand the
results of our oparations could be adversely affected if tha
cencentration and buying power of grocery retailers increases.
The strength of the major multiple retailers bargaining
pesition gives them significant leverage over their suppliers in
dictating pricing, preduct specification and the lavel of supplier
participationin aromotional carnpaigns and offers.

Premier has a centralised Pracurement function with a global
sourcing strategy. We are a significant purchaser of raw
materials in the UK which assists us in negotiating betier terms
and lower per unit costs. We are able to source goods from
around the world and develop strong relationships with aur key
suppliers. During 2008 we ware succassfully able to recover
substantially all of the cost increases seen in the year.

Qur focus on the UK and Ireland and our scale and breadth
enable us to operate across categories with both branded and
unbranded goods otten with category leadarship. Relationships
with aur customers are further enhanced by the additional
insight we have inte the behavicur and needs of the UK
consumer and the breadib of service we are abla to offer.

Whilst general economic conditions are outside of the
Company’s control we believe that our portfolio of staple food
products and popular brands should continue to prove resibient
inthe current difficult economic environment,

Our focus on the UK and Iretand and our scale and breadth
enable us to operate across categories with hoth branded and
unbranded goods often with category leadership. Relationships
with our customers are further enhanced by the additional
insight we have inte the behavicur and needs of the UK
consumer and the breadth of service we are able to offer.

Premier Foods ple Arnual repart and acceunts 2008
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Risk area and potential impact

Industry risks and trends {caniinued]

Customer prefarences

There are a number of trends in consumer prefarencas which
impact on Premier and the Industry as awhole, These include,
amonast oihers, diefary conzerns and fashions and anincreasein
preference for fresh and chilled {oods, ready prepared foods and
organic foods. Furthermore concerns as to the putritional value
of certain fuods may Increasingly result in food manufacturers
being encouraged to produce products with reduced levels of
salt, sugar and fat and to eliminate trans-fatty acids from the
ingrediants used, These trends may reduce demand for certain of
our products and providing or developing modified or alternative
products mayincreasa aur costs, and either or both of these
factors may atfect the results of our operations.

Regulation

As a manufacturer of preducts intended for human
consumphion, we are subject te extensive UK and EU
legislation and regulation in respect to: preduct camposition,
manufacturing, storage, handling, packaging, labelling,
advertising and the safety of our products, the health, safety
and working conditions of employvees, pensions, and our
compelitive and marketplace conduct. Failure to comply with
regulations or the introduction of new requlatory requirements
may effect our business operations and have an adverse effect
on our results.

In April 2008, the UK Cifice of Fair Trading {OF T notified us,
and a number of other UK based retailers, of anenquiry inte
potential co-ordination of retail prices in sectors of the grocery
market. Premier are co-operaling with the enquiry, which
is Inthe information gathering stage. Due to the preliminary
nature of the investigation it is not possible to predict how the
investigation will proceed and when it will be concluded or
determine any outcome in advance.

Management response

We believe that our broad range of branded and own label
staple food products and bread customer base leaves us well
positiongd to cope with these trends and that the Group's
operational and financial performance displays substantial
resilience when faced with shifts 1n overall consumer
consumption patterns and difficult econormic conditions,

Premier is committed to complying with all its statutory

and regulatory obligatiens and to managing its business in

a sacially responsible manner. Foods quality and safety is
imbedded in the Quality Management Systern we opearate at
each site. Performance in the areas of Food safety and Health
& Safety are closely monitored and reported to and reviewed
by the Group Executive and Board on a regular basis.

Risk area and potential impact

Operational risks and trends

Suppliers

We are dependent on the provision of products from key
suppliers, Aloss of these suppliers could cause short-term
disruption to the operational ability of the Group.

Scrme of our suppliers take out trade credit insurance on
their customers ability 1o pay them. As a result of the general
worsening econcmic environment this insurance may be
harder for customers to obtain and may etiect there ability
to supply us.

Seasonality

Consumer demand for convenience foods tends to be higher
in colder months of the year. Sales of certain of our products
may tharefore be atfected by unseasonable weather conditions.
Alsa certain of our products see increased sales during the
pre-Christmas period and this has an impact on working
capital as production is higher and stock tevels build in the
run up to this period.

T

Management response

Our procurernent team reviews end monitors suppliers by
category as part of its ongoing risk assessment procass, This
identifies where we have key relationships with suppliers and
where the loss of such a supplier could have a serious impact
on the operaticnal ability of the Group. Business continuity
risk can be assessed across a number of factors including:
cornmodity type: availahility of alternative sources of supply:
financial status of suppliers; and the ahility to switch supply
sources. Where necessary contingency pians are putin place
and the situation monitored.

The Company is working with suppliers and where appropnate
creditinsurers to address current creditinsurance concerns.

0RO tap]nquqg

Management plans for changes in seasonal demnand lor
its products and where possible builds contingency around
changes i seasonality.
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Key risks, factors and market trends

Continued

Risk area and potential impact

Operational risks and trends [cantinued)

Licences and intellectual property

Whilst the majority of the intellectual property usedin our
business 1s owned, we have entered into medium to long-
term licensing arrangements for the use of certain brands.
These agreements and licences under which we produce
certain of our branded products will expire and may not be
renewable onterims acceptable to us ar at all. The failure
ta renew one or more of our bicences could have an adverse
effect on the resulls of our operations.

Brand management

We are dependent on the successful management of our
kev brands, Most of our key brands have been marketed
for several decades. Our Marketing tearms must continue
to suppart our brands through programmes of investment
in new product development, product repackaging, brand
relaunches and marketing efforts in order to continue to
generate revenues and maintain or increase market share,
We must also anticipate changes in censumer preferences
and develop new praducts in response o these changes.

' we are not successfulin our brand managemenit efforts,
the resulis of our operations and cur profitability could be
malerially adversely affected.

Pension schemes

We have defined benefit pension plans that are currently
indeficit [on an actuarial basis]. Valuations of alt defined
henefit plans are dependant upon market conditions and the
actuariat methods and assumptions (including assumptions
as lo mortality], and we may be required to pay increased
pension contributions which may have an adverse efiect on
our frinancial condition,

Damage to sites

Certain of our manufacturing sites are at a statisticat risk
of suffering darage from floods or tire, given the flammable
nature of flour and the frying and haking activities carried
aut at several such sites, We are also exposed to losses
from inadequate or failed internal information technclogy
processes and systems.

Product quality and safety

Our products are subject to a number of supply and
manufacturing processes, A failure to control the guality of
these processes, or the occurrence of some external event
[e.g. third party contarmination] may result in rermedial action
such as product recalls which could result in damage to our
brands’ reputation,

Management response

Premier develops long-term and lasting relationships
wilh the owners of licensed brands. We alsa recognise that
our own inlellectual property is one of our mostimportant
assets and in orderto maintain and increase the value
of these assels, we actively manage our brand portfclio.
We ensure that our tradernarks are registered in the
jurisdictions where our producls are marketed.

Prermier has a strong track record of brand rejuvenation and
innovation. Our focus an the UK and Ireland and our scale
and breadth enable us tc operate across categories with
both branded and unbranded goods often with category
leadership. Our relationships with our customers are
further enhanced by the additionat insight we have into the
hehaviour and needs of the UK consumer and the breadih
of service we are able to offer,

The Board reqularly reviews the vaiua of assets and
liabilities under tha Group's pension schemes as well as
the potential impact of changes in actuarial assumptians.

Fire and Hood risks are monitored closely under Health &
Safety and reported to and reviewed by the Group Executive
and Board on a regular basis. Detailed business conbinuity
and disasier recovery plans are in place across the Group.
We also have in place a Group insurance policy which covers
all sites,

The Company takes product quality very seriously and has
rigorous guality assurance processes in place to minirmise
any potential risk.
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Risk area and potennal impact
Financial risks and trends

Leverage and biguidity

Cur subsiantial leverage could adversely affect our financial
well-Eeing. There is a risk that a greater level of cash ilow
than anticipatad may be required to service cur debt {for
example, due o arise ininteresi rates) or that our debt
level may limu our ability to react to changing imarket
conditions, chenges inour business and chanyes in the
industry inwhich we operate. There is a risk thatin certain
circumstances, we may be unable to meet our obligations
when they fall due and to replace existing facilities when
they are withdrawn.,

During periods of market dislocation, such as those
gxperienced recently, our ability to manage liquidity
requirements may be impacted by a reductionin the
availzbility of wholesale term funding for market
participants, as well as an increase in the cost of raising
wholesale funds.

Interest rates swaps

As setout above we enlerinto interest rate swaps. There

is a risk that we will not be able o replace the interest rate
swaps and other financial derivatives on favourable terms
when they expire, or at all. The terms and conditions of
sorme of our swaps resultin a rise in the Group’s interest
cost as interest rates fall. In addition we have a number of
long dated interest rate swaps outstanding, which can be
terminated at the option of our counterparties. In the event
that such a swapis lerminated, we could be liable to make a
paymenl to the counterparly based on the mark-lo-market
value ol the swap at such time. Any such payment may be
a material cost and have a material adverse effect on our
liquidity and the results of our operations.

Currency exchange fluctuations

We source raw materials frorn countries arcund the world
and expart our praducts to various countries, Therefore,

aur financial position and the results of our operations are
subject to currency transaction risk prirnarity against the
U.S. dollar, Eurc and Swedish Krona, We generate some

of our profits nnon-sterling currencies and have assets

in non-sterling jurisdictions, principally the Euro.

Management response

The Board closely monitors the Group's level of debt and
liquidity to ensure that it rneets its covenani requirements
and also has sufficient working capial.

We seek to mitigate the effect of movemenis in interest rates
by entering into interest rate swaps that reduce our lavel of
exposure to floating rates in relation to the debt pertfalic of
the Group.

The Board has now completed its review of the Group's
capital structure and has announced on 5 March 2009 an
equity issue, which we believe, combined with ainended
banking facilities and an agreed schedule of pension
deficit contributions, will enable us to put in place a more
appropriate capital structure for the Group and in turn,
provide a solid platform for tuture development.

The Group's policy is to have interest rale hedging in place
for the majority of its horrowing, however, we aclively
monitor our interest rate exposure and recognise that the
level of debt makes our profitability sensitive Lo rmovements
ininterestrates,

The translation exposure resulting frem these Euro-
denorminated profits and oversess net assets is hedged.

We enter into forward currency contracts to hedge partially
agaimnst our exposure to foreign currency exchange rate
fluctuations in the purchase of raw materials and inour
export business. This hedging helps to reduce our exposure
to short-termvolatility in exchange rates.
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BRANDS

WE HAVE A PASSION FOR
REJUVENATING CLASSIC

a classic British brand.

The relaunch of Hovisin 2008 is a great example of Premier’s strategy of acquiring and rejuvenating

At the end of 2007 it was clear that there were a number of
challenges facing Hows, Margins and market share had

heen falling, the brand was facing increased competition and
costs were going up. Following a majeor strategic review of the
division. Howswas relaunched in 2008 with a focus on superiar
quatity and rebuilding consumer identification with the brand.

Recipe improvements

We have invested around £14m in product quality - significant
recipe rmpravements, betier quality ingredients and
investment in new equipment.

The new Howis recipes have resulted in significant
improveiments in the perception of Hovis quality and taste
following the relaunch as refiected in consumer preference
surveys:

Alinoutes Increase compared 1o 12 MOnIms Age
"Belter cuality than clhers” +20%
‘Healthier than others” +30%
‘Worth paying mare tor” +20%
‘Buy nowadays’ +26%

Source: Mil ward Brown, [2weeks ending | February 2005,

New product range and packaging

The range was strengthened with the introduction of new 400g
loaves. New packaging was atso introduced to give Hovisa
consistent look and give the brand standout sheif preference.

Major advertising campaign

A number of initiatives were undertaken in the year. Most notably
the introduction of the new Hovis white - our softest white aver
- in May and in Septernber 2008 a major naw TV advertising
campaign "Go on tad” was launched to rebuild emotional
attachment with the brand.

The new campaign has received a number of awards 1ncluding
the prestigiovs "Campaign of the Year™ award for 2008 from
Campaign Magazine.

Building Momentum

The response to the relaunch of Hovis has beenvery pesitive.
We have now returned Howis rarket share to year-on-year
growth reaching 24.7% in January 2009, anincrease of

2.4 percentage points since August Z008. Yolume growth
also increasad during Q4 2008 and this growth has continued
inte 200%. Whilst there s still much work to be done we
helieva that we have buili a platform for sustainable future
profit develepment.

24.7%

Market share for the 4 weeks to 24 January 2009

+2.4%

Market share growth between August 2008 and January 2009

20
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Operating review

Grocery

£1419.0m

Sates (2007: £1,232.9m)

£239.2m

Trading profit [2007: £214.1m]

The Grocary division comprises the original Pramier businass with the
axcephion of the meat-iree business, the Campoell's business, RHM's Culinary
Brards division, Ledbury Freserves from R=M’s Customer Parinerships
divizion and Maror Bakertes irom the REM Cakes division.

Turnover from the Grocery segment was £1,419.0m for 2008,
anincrease of £184.1m, ar 15.1%, as compared to £1,232.9m
for 2007, The increase in turnover was principally due to

the acquisition of RHM. The increase in trading profit was
primarily due to the inclusion of a full year ¢f RHM trading
and the integraticn synergies partly offset by unrecovered
cost inflation during the first half of the year.

Qf the three divisions, the Grocery division has experienced
the greatest change from the integration of the RHM and
Campbell's businesses. Following the completion of the
imtial integration of the administraticn functions in 2007, our
focus in 2008 turned to our manufacturing rationalisation
programme and the implementation of SAP. These two
projects required a more stable sales profile, particularly
during the first half of the year. This limiled the division’s level
of promotional aclivity, leading to reduced sales volumes.

On preparing the detailed plans far the manufacturing
rationalisation programme during early 2008, we identified
an opportunity to zccelerate the programme and in se
doing, complete the closure of all nine factories by the
end of Novermnber 2008, earlier than ariginally envisaged.
We deemed the acceleration of the programme woutd
reduce the risk to the business by removing capacity
constraints more quickly and so enable it to return its
focus to organic growth sooner. The ratienalisation
pragramme was successfully completed in line with

this accelerated timetable.

Inthe second half, the impact of the economic dawnturn
which led to increased volumes in our categories, together
with the newly improved capacity across our manufacturing
network led to a noticeable increase in our sales volurmeas
over the last four months of the year. This combined with
price increases to recover raw material costinflation,
resulled inanincrease in sales of 10.8% against the same
period in 2007.

We believe that the outloak for the divisian in 2009 is good.
The evidence to date sugqgests that the economic hackdrop
is positive for many of the categories we cparatein as
consumers look for brands and products that they can
trust and which offer good value for money. Foltowing the
comptetion of the manufacturing rationalisation
programme, we are now shifting our attention to delivering
branded sales growth through preduct innovation.

Premier Foods plc Arnual repert and accounts 2008
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Hovis

£/56.3m

Turnaver [2007: £534.9m]

£20.9m

Trading profit (2007: £17.4m)

The Hevis aivision comprisas the RHM Bread Bakeries draision,

Turnover from the Hovis segment was £756.3m for 2008,
anincrease of £221.4m, or 41.4%, as compared to £534.9m
for 2007, The increase in turnover was primarily due to the
acquisition of RHM and increzses in prices primarily as a
result of increased wheat and energy costs. The increase in
trading profit is primarily due to the inclusion of a full year of
RHM trading partly offset by lower volumes in the second and
third quarters of 2008 and the additicnalinvestment behind
the Howvisbrand.

As announced in our preliminary results for 2007, we
embarked on a new strategy for our Hovis division. The
principal etements of this strategy. which we have rotled

out through the year, were: improved quality, redesigned
packaging, new advertising and an extended range, including
new £00g loaves. We commenced the implementatien of the
new strateqy with animproved recipe and new packaging for
Hovis white bread in the spring, returming itto sales volumne
growth. We then rolled cut improved recipes, manufacturing
processes and consistent packaging across the whole range
during the secand half. In September we aired our award
winning new TV advert "Go on lad”. We were delighted by the
consumer response to the relsunch and Howis 'market share
has impraved by 2.4 percentage points fram August 2008 to
January 2009 to reach 24.7%, its highest level for 16 months.
We have also seen a significant improvernent in brand equity
measures, particularly quality, health, and "willing to pay
more for”. Turngver for the division 1n the second half of the
year was 10.0% higher than the sama pericad in 2007, due to
price Increases to recover cost inflation partly ofiset by the
lower oversll volumes over the seconc half,

Wheat prices have rernaired elevated compared to historic levels
for the duration o 2008, although they have decreased from the
highs of late 2007 and early 2008. The 2008 UK wheat harvest saw
a significantincrease in tonnage of wheat harvested bui, deeto
the wet summer, it was of poorer quality than generally used for
bread making. Therefore, whilst feed wheat prices have fallen
sharely, the premium reguired for bread making wheal has been
atrecord levels during the second half of 2008.

Chilled & Ireland

£4728.3m

Turnover {2007: £357.4m|

£od.Tm

Trading profit (2007: £40.4m)

The Cnilled & Ireland division comprises the RF Brookes and Charnwood
chilied foods and pizza hase businesses from RHM's Customer Parinershios
division, Avana Bakenies from RHM's Cakes dwvision, Premier’s meat-frae
business and all of sur operalions inthe Republic of Irelard.

Turnover from the Chilled & Iretand division was £428.3m
for 2008, anincrease of £70.9m, or 19.8%, as compared to
£357.4m for 2007, The increase in turnover was primarily
due to the acquisition of RHM though we also saw strong
sales volume and value growth in meat-free operations.
The increase in trading prefit was primarily due to
integration synergies and the inclusion of a full year

of RHEM trading.

Quorn, our category leading meat-free brand, experienced
another year of strong sales growth with progress both in
UK and overseas markets. internationally, there was good
votume growth in Sweden, Belgium and the USA, whilst the
brand was launched for the first time in Norway, We have
recently launched a significant new advertising campaign
for the first half of 2009 which focuses onthe health benefits
and versatility of Quorn. This witl be supported by continued
strong new product development.

The chilied ready meals business won a number of new
contracts in August 2008 and this helped to offset Christmas
trading. which was sofier than expectedin the ready meals
and own label cake business units. This reflected the impact
of the economic downturn on the premiurm products these
business units supply.

The Irish business unit has undergone a year of bedding
down the new integrated structure for the combined RHM,
Campbell's and Chivers Ireland businesses. Following

the integration, products for the Irish market are now
predominantly produced at the Group's factories in the UK.
The resultant synergy benefits are flowing through, ensuring
profit progression despite the background oi the tough
economic environment inireland, which we are se€ing

at the current time.,
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WE HAVE A PASSION FOR

EFFICIENCY

Part of Premier’s strategy is to leverage its scale to improve manufacturing and supply chain efficiency
and reduce overhead cost. During 2008 we successfully completed one of the largest and most cornplex
restructuring of food manufacturing operations in the UK and made significant progress inimplementing

the enterprise resource planning scftware system, SAP.

Manufacturing restructuring

The cbjective of the restructuring project was to create an
operaticnal base for the Grocery division that delivers scale
with competitive advantage through lower cost and hugher
technical standards, Thiswas delivered by reducing a 21
site footprint to 12 sites through investrnent in five core
rnanufacturing sites, all within just 12 months.

The success of the project also demonstratad the excellent
levels of cross functional communication and co-operation
across the Group.

Scale of change

- Nine sites closed withina 12 month period
iNovernher 2007 - Novernbar 2003]

- 1.000 products transferred

- ©47m capital investrent delivering £19rm of synergies

Tennage relocated to receiving sites

Histon

Ledbury

Jam, munse~oat

18,000
Droylsden

Freserves
Sauces
Cautney & earormg

12.000

Wythenshaw

Foppatorns

Stu'l~g & papner
Middlewich

Bistagranulos 4 B s ¢ Bew
B-sapowger

Sall

Reading

Desserls

Ealance > toz-ayr - =a
Bristol

C astard

Balance 9 foanerny o
Coolock

Presorves

Thurles

Soup & cur-y

Total transferred hatonnes|
Pre-restructuring outputin taanes] 74,000
Post-restructuring [ nior-esl 106,000
Increase 43%

2,000

32,060

SAP implementation

In addition during 2008 we have rnade significant pregress in
the implermentation of SAP the enterprise resource planning
software system.

Thiswitlintroduce a set of lzading processes and systems
integrating forecasting & planning, order processing &
distribution, factary planning & scheduling and operational
maintenance across the Group.

The implementation is on a phased basis with a number of site
implernentations completed during the year most notably in
Easter 2008 when the Grocery division lexcluding Cake) went
live in respect of the forecasting, order processing, invoicing
and distribution modules. Further significant steps in the
system roll-out will be undertaken in 2009,

Bury Worksop Ashford Knighton

“3.000
5.000

*.Go0

22,000
28,000

2,000
34,200
14,300
48,200
Tl

£2,000
74.000 21,000
79.C00 82,000

% 295%

3,300
26.000
31.500

12 5%

5,000




Financial review

Turnover from continuing
operations was £2,603.6m for
2008, an increase of £478.4m,
or 22.5% as compared to 2007.

Due to legalrestrictions associated with the 1ssue of new
equity, all figures referred to in this review are onlyona
statutory basis, rather than a pro forma basis which treats
acquired businesses as ii they had baen owned for the whole
of the current and prior reporting periods.

The equity issue is dependent on sharehalder aporovat.
Further details are sat out within the Basis of Preparauon
note to the financial statements, The audit opimion an the 2008
annual report and accounts contains an emphasis of matter in
relation to the matarial uncertainty relating to the equity fund-
raising referred to in the Basis of Preparahon nota.

Group structure

As previously announcad, following the acquisition and
integration of Campbell's and RHM, the Group implemented
a new divisional structure with effect from 1 January 2008,
It has defined three segments being "Grocery”, "Hovis” and
“Chilled & [reland” with the primary drivers of the structure
being the commonality of the categories it operates inand
the supply chain used to serve them.

In January, the Group anncunced firm offers tor the
purchase of its speciality bakery businesses, Martine
Spécizlités S.A.S. ["Martine”], LLe Pain Croustillant ("LPC")
and Sofrapain $.A.S, ["Sofrapain”]. The sales of LPC

and Martine completed on 2 March 2009. The contract
for the sale of Sofrapain was signed and control of the
business passed to the purchaser on 6 Fehruary, with
legal completicn expecied during April 2009, The results
ofthese businesses have been classified as discontinued
operations and are set out in note 10 to the financiat
statements. The income statemant for 2007 has been
restated to reflect these businesses as discontinued
operations. All discussion of the numbers included below
refers ta the continuing business unless otherwise stated.
The assets and Liahilities relating ta the speciality hakery
businesses as at 31 December 2008 have been presented
as held for sale on the batance sheet. Full details of this
are setoutin note 17 to the financial statements.

Income statement

Turnover from continuing operations was £2,603.6m for
2008, anincrease of £478.4m, or 22.5% as compared to
2007. The primary reason for the increase is thae inciusion
of afull year of RHM trading in 2008 (compared to 41 weeks
post-acquisition trading 1n 2007]. In additien, the Group had
toincrease prices in order to recover the high levals of input
cost inflation experienced since the second half of 2007.

Operating profit/ilossl

Operaiing profit for the business befere exceptional items
was £256.0m, an 11.0% increase on last year. This increass
was largely due to the inclusion of a fuli year of RHM trading
in 2008 and the synergias arising cn the integration of
Carnpbell's and RHM, partly offset by lower volumes in the
Grocery division in the first half of the year as the Group
implemented SAP and integrated the manufacturing
operations and lower volumes in the Howis division during
thefirst three quarters of the year.

Tragding profit for the continuing business and the speciality
bakery businesses combined was £320,2m, an increase of
14.3% in comparison to 2007, due to tha inclusion of a full
year ¢f RHM trading in 2008 and the cost savings and veluma
referred to above.

Paul Thamas
Finance Director
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Financial review

continued

Operaiing profit after exceptional itemns feil from a profit of
£72.0min 2007 to a loss of £40.5m 1n 2008 after recognising
an impairmeant charge against the goodwilt atiribuiable to
tha Hovis division of £194.4m [2007: £nil} and £102.1m (2007
£158.7m) of aiher excaptional tams, arimarity related to the
inteqration programme.

Exceptional items - restructuring costs

Consistent with its angoing aprroach to financial reporting,
the Group has classified all non-recurring integration costs
as excaptionaliterms, the full impact of which is set cut in
nete Sto the financial siatements.

" inthe current ang prioryears these ttems have primarily
related to the significant integration programmes
undertaken to achieve the cost savings and reshaping of the
business following the Campbell's and RHM acquisitions.
Theseintegration prograrmes are now largely cormplete.

Qverall exceptional iterns associated with restructuring for

Total cash cutflow on exceptional items in the year was
£121.8m (2007: £105.5m].The integration of the Campbell's
business continued with the closure of manufacturing
operations and warehousing facilities at King's Lynn,
incurring costs of £6.3m.

The Group incurred £60.6m of expenses in the year in
relation to the integration of RHM's UK operaticns, primarily
due to the closure of certain RHM sites and the resulting
transfer of production from those factories to other Group
iacilitizs, the integration of certain warehousing facilities
into other Group warehouses and the creation of a Group-
wide shared service centre in Manchester,

The completion of the restructuring of our meat-frea
business and the commuissioning of a new chilled facility at
Methwold to enable the manufacture of chilled products for
Guornand Cauldronproducts on a single site has resulied
incosts of £3.5m.

Costs sssociated with the integration of our Irish operations
into 2 single operating business were £6.0m.

The Group alsoincurred £21.1m of costs relatingtoa
number of restructuring projects that have taken place
arross our Hovis division implementing new business
processes and preparing for the roll-out of SAP into this
dwision. The 2008 exceptiona! charge alsoincludes an
impairment of assats and redundancy costs relating to

the closure of its Rotherham mill, anerous lease costs for
properties and impairment recognised against certain plant
and machinery relating to discontinued production lines.

Other exceptional cosis of £6.7m include costs associated
with the roll-out of 8 new SAP software package, varicus
cosi reduction and supply chain initiatives and alsore-
financing project fzes.

The integration programme has resulted in s number cf
sites becorning availahle for sale and. during the year, the
Group sold properties in Bristol, Droylsden, Middlewich,
Wythenshawe and Stoke in the UK, and Thurlesin the
Republic of Ireland. Total proceeds from the sale of fixed
assetswerea £26.4m_ A net profit of £2.1m was racognised
on these disposals.

Exceptional items - impairment charge
During the year the Group has recognised an impairment
charge of £194.4m against the goodwill allecated to the Hovis

the year resulied in a net charge of £102.1m (2007 £155.7m),

Cash Generating Unit ["CGL|. This impairment charge has
arisen as aresult of the significant increase in the discaunt rate
used to calculate the recoverable amount of the CGU which
increased from 8.4%in 2007 10 11.1% 1 2008.

The increase in discount rate is a result of the deterioration
Inthe economic climate, resulting in increased costs of debt
and increased levels of return expected by equity investors.
Had discount rates remained al 2007 levels, no impairment
charge would have bezn recognised.

The Group has also recogmsed animpairment charge of
£48.5m towrite down tha net assers atiributable to the
speciality bakery businesses [LPC, Sofrapain and Martine)
to their recoverable amount.

Financing

On 29 February 2008, the Group amended certain terms of
its Term and Revolving Cradit Facitities by agreement with (s
lending banks to provide greater covenant headroorn far the
rernainder of its financing peried. The Group also converted
its £100m Acquisition line to 2 Working Capital line and
renegotiated a further £125m of short-teri facilities with
three of its feading banks.

Subseguent to 31 Decernber 2008 an additional £60m of
short-term financing maturing on 31 March 2009 was
agreed to cover warking capital requirements in this period.

As part of its capital structure review and subsequent to
the year end, the Group agreed amendments to its Term
and Revolving Credit Facilities. These amendments include
a rephasing of the amertisation of these facilities to an
extended maturity date of Decernber 2013 and the raset

of the covenant schedule. Further details are providad in
note 34 to the financial statements.

Net interest payable and other financial charges and income
Net interest payable and other financial charges and income
for the continuing business was £144.5m, comparad with
£118.6min 2007. Net cash interest costs are £119.0m, an
increase of £13.8m, reflecting a higher level of borrowings
carried for the full year in 2008 compared with only the post-
acquisition period in 2007, and also an increased level of
average borrewing in the year,

Movement on fair valuation of interest rate swaps
Marking tc market our portiolio of interest rate swaps
resulted inacharge in 2008 of £218.9m [2007: a charge of
£31.0m). These are non cash interest costs and reflect the
difference between the actual fixed rate interest cost and
the theoretical interest cost on a iloating rate basis over ihe
life of the swaps. Refer ta note 8 of the financial statements
for further details.

The Group has interest rats hedging in place for the majority
of its borrowing. At the end of the year a total of £1,650m was
hedged of which £465m was swapped into short-dated fxed
rate instruments, £600m into long-dated callable swaps.
£350m was hedged by swaps with a cap and floor structure,
and £235m was hedged by other callable swaps. Further
details are given in note 22, Based on LIBOR as at

31 December 2008, the average hedge rate for the first
guarter of 2009 was 4.7%. Based on LIBOR at the current
date, the average hedge rate would increase 10 5.1%.

Taxation o
The taxation cradit on continuing activities for tha year
was £30.6m (2G07: £39.8ml. This is made up of a current

————
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rax charge of £2.8m, and a deferred tax charge of £0.9m

on avarsess activities; a daferred tax cradit of £4.6m on
underlying continuing UK operations: a curreni year credit of
£20.6m on allowable exceptional items and a creditof £9.1m
from the release of prior year provisions as a result of the
favourable resolution of outstanding issues with HMRC and
adjustments to deferred tax balances.

The 4.4 credit on UK oparations 1s made up of a cradit on
underlying activities of £32.2m, at an effective rate of 24.8%,
reduced hy charges of £25.4m as a result of the enactmant
inihe 2008 Finance Act of provisions o abolish taxation relief
for imvastmentinindustrial buildings and £2.2m relating

to share based payments to reduce the deferred tax assat
thereon to their fairvalue.

The credit relating to exceptional items was adversely
affected by Hems not altowabtle for tax, being primanily the
write down of goodwill, which reduced the tax credit by
£55.4mand other amaunts totalling £8.2m.

Bividends

As announced on 18 November 2008, the Board considered
it appropriate to suspend dividend payments. The Board is
committed to resuming dividend paymants when possible
hut the future paymeant of dividends will be dependent upon
tha Group's ability te reduce its level of debt, the limitations
an dividends imposed by the Group's proposed amended
debt agreements and the condition of the credit markets

at the relevant time, with any final dividend being subject
to the approval of the Group's Shareholders at a general
meeting. The proposed amended debt agreaments impose
resirictions on the ability to announce dividends which

are subject to a leverage test and an interest cover test,
with the payment being restricted to no more than 50% of
consolidatad profits attributable to shareholders for the
previous financial year.

Earnings per share

Basic loss pershare of 44 2 pence [2067: 4.9 pence) on
continuing operations has been calculated by dividing

the loss attributed to ordinary shareholders of £373.3m
(2007: £37.8m] by the weighted average number of shares
Inissue during the yearn

Adjusted earnings per share for continuing operations

ts 15.5 pence [2007: 14.7 pancal. Adjustad earnings per
share for centinving operations has been calculated by
dividing the adjusted sarnings [defined as operating profit
before exceptianal itemns, amortisation of intangible assets,
the movement in the I1AS 39 vatuation of forward foreign
axchangs contracts and other dervative contracts and the
pension finzncing creditin retation to the difference between
the expected return on assets and interest costs on pension
liabilitres less net reqular interest payable and notional
taxation) attributed to ordinary shareholders of £131.3m
(2007: £113.8m| by the weighted average number of ordinary
shares in1ssue during each year, These earnings have been
calculated by reflecting tax at a notional rate of 28.5% [2007:
30%]. Adusied earnings per share for cantinuing operaticns
and tha spacialily bakery businesses combined is 16.4 pence
(2007 15.5 pencal.

Cash flow and borrowings

During the yaar, the net borrowings of the Group increased
from £1.618.am at 1 January 2008 to £1,746.8m, an increase
of £148.3m. Of this movement, the cash and non-cash

cash movement related to foreign exchange differences and
debtissuance costs.

The cash inflow from operating activities was £84.1m
{2007 £270.9ml. This comprises cash from operations

of £18%.4m (2007: £340.2m). Despite the increass in the
interest charge for the year, net cash interest paid of
£105.4m was only £7.4m up on the 2007 payment of £98.0m.
This is due to the timing of interesi payments around the
respactive year ends and reflects anincrease in accrued
interest payvable of approximataly £10m.

The fall in cash generated from operating activities from
£.360.2m in 2007 to £189,4m is primarily due to the non-
recurrence of the working capital movernents artsing from
the mig-period acquisition of RHM during March 2007

During the year the Group coniinued to take advantage of the
£100m nen-recourse securitisation programme on certain
trade receivables, £90m of which, being the maximum
allowable, was drawn at the end of the year. The programme
provided the Group with a saving ininterest costs of around
40bps compared to the cost of drawing the amounts under
the Revolving Credit Facility.

Capital expenditure in the year was £129.6m on tangible
fixed assets and £31.2m on intangible assets [2007: £115.9m
on tangihle fixed assets and £8.7m on intangible assets),
due to the completion of the final year of integrationand
raticnalisation of its manufacturing operations, Proceeds
received in raspect of disposal of fixed assets were £25.4m
in 2008 (2007: £48.9m]. The Group also paid dividends of
£.54.7m [2007: £61.1m1.

Pension schemes

At 31 December 2008 the Group's defined benefit pension
schemes showed a net deficit of £11.5m [2007: deficit of
£123.2ml. This comprises a £172.3m net deficit in relation
to Premier schemes and a net surplus of £160.8minrelation
to the schemes associated with RHM,

Thisimprovernentin the IAS 19 pensicn valustion is
primarity the result of two factors. Firstly scheme tiabitities
are valued using a discount rate derived from the yield on
AArated corporate bonds, As a result of recent economic
turbulence these vields, and the associated discount rates,
have increased from 5.9% as at 31 December 2007 10 5.3%
as at 31 Dacember 2008. This has had the effect of reducing
the present value of the liabilities of each of our schemes.
Secondly, the RHM scheme invests in interest rate and
inflation swaps that increase or decrease invalue as these
twa variable assumptions change. These helpedtorsduce
the impact of the current economic conditions on the asseats
of the scheme and, combined wath the movement on yields
referred to above, resulied in the moverment of the RHM
scheme to a surplus of £1460.8m as at 31 Decembar 2008,
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These factors are partly offset by changing the mortality
assumption from short cohort to medium cohertfor the
Premier schemes.
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Paul Themas
Finance Director

etemenis ware £122.2m and £26.1m respectivety. The nan-
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Corporate Responsibility

|

At Premier we are committed to "doing the right thing” and reducing the impact we have on the natural
environment through striving to be the most efficient food manufacturer in the UK. For 2009 we have set
ourselves six challenging KP!s which are directly aligned to one of our key strategic goals - using our scale
to deliver cost savings and business simplification.

Furtherinformation on the work we have done this yearin the area of Corporate Responsibility can be
found inthe Corporate Governance report on pages 38 tc 42, or else by visiting our corporate website
www.premierfoods.co.uk

Energy

Toreduce energy consumption in 2009 by 5%
relative to tonnes of product manufactured
against a 2008 baseline year

-0%

Carbon
To achieve a 5% CO.(e] reduction in 2009 relative
to tonnes of product manufactured against a

2008 baseline year

Waste

To reduce waste sent to landfill by 20% in 2009
relative to tonnes of product manufactured
against a 2008 baseline year

-20%




Packaging

To reduce product packaging used by 2% in
2009 relative to tonnes of product manufactured
against a 2008 baseline year

-2%
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Pictured in thisinsert and in the main phatograph 1s our Ragerstone Parl. facility
in Mewport, Wales which produces a range of retaier-branded chilled ready meals
far Marks & Soencer plc and other major lood retailers.
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Transport 3
To reduce delivery miles travelled by 5% in 2009 P
relative to tonnes of product manufactured e
against a 2008 baseline year 3
g

Water vf

To reduce water consumption by 5% in 2009 g

relative to tonnes of product manufactured | ]

against a 2008 baseline year |§-




Board of directors and senior management

Board of directors

EXZCUTIVE DIRECTORS

1. Robert Schofield’, Aged 57
Chief Executive Dificer

Robert Schofield joined the Group

In 2001 taking responsibility for its
branded business. He was appointed
Chief Execuiive in January 2002,

Mr Schofield has extensive
manufaciuring and operational
experience gained at United Biscuits
plc where he cltimately served as
Managing Director of Uniied Eiscuits
UK, directing baih the McVities and
KP Foods businesses.

2. Paut Thomas’', Aged 53

Finance Director

Paul Themas joined the Group in 2002
as Finance Director. Prior 1o this he
sarved as Finance Director of Coors
Brewers (formerly Sass Brewers),
Previgusly, Mr Thomas was the
director of Planning and Business
Develapment in the retail division of
Grand Metrapolitan plc. Mr Themas
is a Chartered Accountant,

3. Tim Kelly', Aged 51

Chief Operating Officer, Hovis

Tim <elly was appointed as a direclor
in June 2008, Mr Kelly joined Premier
Foods in March 2007 following the
Company’s acquisition of RHM,
where he was Chief Qperating Officer,
Cakes & Customer Partnerships. In
December 2007 he assumed additional
resporsibility fer the Group’s 2aking
and Milling businesses. Prior to that

Senior management

1. Brian Carlton®, Aged 52

Group HR Director

Brian Carlton joined the business

in 1594 as Head of Personnel for

the Canned Foods Division. His
responsibilities have since been
extended to embrace all HR activities
across the Group. He was appointed to
the Group Zxecutive in October 2006,
Prior to joining Premier, Mr Carlton
held HR and Operational roles is
Chrysler UK, K Shoes, Metal Box and
Smurfit Packaging.

2. WillCarter®, Aged 52

Managing Direcior Ambient

Will Carter joined Premier Foods and
the Group 2xacutive in May 2008 and
has responsibility for the ambient
grocery business including cake,
cocking sauces, desserts, pickles, and
beverages. He was previcusly Chief
Executrve of Wniworths and priorte
that Managing Director of KP-McVities.
Mr Carter helg a number of Marketing
and General Management roles at
United Biscuits,

Mr Kelly was with Constellation Brands
where he was the Chief Operating
Officer, laternational. Mr Kelly previously
held senior marketing roles at Diageo
and Coca-Cola Schweppes Beverages.

NON-EXECUTIVE DIRECTORS

4. David Kappler, Aged &1

Chairman

David Kappler joined the Group

on flotation in 2004 as Charman.

Mr Kanpler is currantly the Deputy
Chairman, seniarindependent director
and Chairman of the Audit Cammittea
at Shire ple and senior independent
directer and Chairman of the Audit
Committee at Intercontinental

Hetels Group ple. Prigr to this he

was the Finance Director of Cadbury
Schweppes ple, non-executive director
and latierly Chairman of KMV plc and a
non-executive director of Camelot plc.

5. David Felwick CBE, Aged 64
Senjor independent director

David Felwick jained the Group

or flotation in 2004, Mr Felwick is
currently the Chairman of Product

of the Year Ltd. Frior to this he was the
Oeputy Chairman of the John Lewis
Partrership and Managing Director of
Waitrose. His previous appointments
include Chairman of the British Retail
Consortium and Leckford Estate
Limited 2nd aon-executive director
of Dairy Farmers of Britain,

3. Mark Hughes*, Aged 48

Group Frocurement Director

Mark Hughes joined Premier Foods
andthe Group Executive in 2007
following the acquisition of RHM,
Mr Hughes joined RHM in 2003 as
Divisional Services Director {Bread
Bakeries] and became a member of
the Bread Bakeries Division Executive
in 2004. My Hughes was previously
Director at Archer Oaniels Midland
Milling [UK] and has held a number
of senjor positions with Associated
Briush Foods ple,

4. RobertLawson*, Aged 43
Commercial Director

Robert Lawsaon joined Premierin
2005 and joined the Group Executive
in Dctober 2006, MrLawson is
responsible for the meat-free
business, [ntegration, Mergers and
Acquisitions and Envestor?elatluns.
Priorta joining Premier Foods,

M= Lawson was Strategy Director ar
Kraft Foods Eurcpe and United Biscuits
andwas @ management consultant at
Arnur D Lutte.

*Member of Premier Foods Group Executive

4. David Beever, Aged 48
Non-executive director

David Beever joined the Groupin
January 2008. He 13 a non-executive
director of JJB Sports ple. He was
previously Chairman of London

and Continental Railways plc and
International Chairman of KBPMG
Corporate Finance, He spent mast
of his career 3t S5G Warburg & Co L1d
where he was a Vice Chairman He
has been a non-executive directoref a
number of listed companies including
The Faragon Group of Comipanies pic
and Volex Broup ple.

7. Christine Cross, Aged 57
Non-executive directar

Christine Cross joined the Group

in January 2008. Mrs Cross Is

an independent advisorin retail
management having previously spent
14 years at Tesco plcin a number of
senior management roles including
Group Business Development Director,
Prior to this Mrs Cross lectured at
Edinburgh and Bath Universities, She
1s currently s non-executive director
of Next plc and Empire Company Lid
[ownar of Sobey nc, a grocery retail
chain in Canadal as well as Rerail
Advisorto Apax Partners Venture
Capital and Private Equity.

5. Bob Spooner*, Aged 54

Group Operations Director

Bob Spooner joined Premier Foods

in April 2007 with responsiblity for all
manufacturmgaand logistics activities
for the Group. Prior 1o joining Premier.
Mr Spooner was previcusly Managing
Director of Northern Foods' Pastry
Praducts business and prier io that
held seniorgperational and supply
chain roles with IC1 Paints, and
SaraLee.

4, Mark Vickery, Aged 54

Group IS & Change Director

MarX Yickery joined the Group

in early 2005 as Director of IS &
Change Management, Following the
acquisition of EHM he assumed Lhe
role of Group IS & Change Director.
Mr Vickery started tus career at
Unitever where he spent 17 years
working 10 a number of businesses
and gecgraphies, He then moved to
Unrted Siscuits as |S Directer prior
to jeining Premer Foods.

8. lan McHoul, Aged 49
MNon-execuzive director

lan McHoul joined the Group on
flotation in 2004. He 15 alsa Chief
Financial Dfficer of AMEC olc. Untl
Aprit 2008, Mr McHoul was the
Group Finance Director of Scottise
& Mewcastle plc. Ha was prev ously
the Finance and Strategy Director
of the Inntrepreneur Pub Company
Limited and prior ic thai spent 10years
with Courage Limited and ts parent
company Fosters Brewing Group

1n avariety of roles. Mr McHoul s a
Chartered Accountant.

9. Louise Makin, Aged 48
Non-executive director

Dr Makin joined the Group in 2006,
Sheis currently Chief Executive Officer
of BTG plc, a growing life sciences
tompany focused on the development
and commercialisation of speciality
pharmaceuticals, rior to that she was
President, 3iopharmaceuticals Europe
of Baxter Healihcare, responsible

for Europe, Africa, and the Middle
East. In 2000, Dr Makin jained Baxter
Healthcare as Vice President, Strategy
& Business Development Eurooe.
Before joining Baxter, she was Director
of Global Ceramics at English China
Clay and prior io that she held a variety
of roles at ICl between 1985 and 1998,
Dr Makin helds an MAin Natural
Sciences and a3 PhD in Metallurgy
from the University of Cambridge,

and an MBA.

7. Suzanne Wise*, Aged 47

Genearal Counsgel &

Company Secretary

Suzanne Wise joined the Grosp in
January 2008, Ms Wise has extensive
in-house legal experience gained within
the listed company environment and
joined the Cornpany from Galtaher
Group ple where she held the posiien of
Group Head of Legal. Prior to Gallaher,
shewas a soliciter in a private sractice,
Ms Wisa is a qualified solicitor and was
admitted to practice n 1987,

8. lan York", Aged 49

Group Sales Director

lan York joined the Group 1n 1974

as General Sales Manager forthe
Canned Foods drasion. He now has
responsibility for all UK sates actvities
throughout the business having been
appointed Group Sales Director in
2001, Previously, Mr York held a varety
of pesitions in the UK grocery market
with Quaker Dats Lta,, Associ3ted
Briush Focds and Blue Crest.
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Front row [leit 1o right) - Wil Carter, Rebert Schofield and Paul Thamas
Middle row [left 1 right] - Mark Vickery, Mark Hughes, Tim Kelly, Robert Lawson. Suzanne Wise, Bub Spooner, Brian Carltonand la= York
Back row [teft 1g nighti - Siephen Ager [Kilchen Coadinator), Mark Rigby [Semor Development Chell and Jim Charlesworth |Development Chell
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iDirectorS' report
|

| The directors have pleasure in presenting the annual report
and audited financial siatements of Premier Foods plc and
its subhsidiares for the year endad 31 December 2008.

Business review

A review of the Group's businass, its activities and
perfermance during the year, its financial position at

the end of the year and an indication of the Likely future
develepments of the business are provided in the following
sections of the annual report and are incorporated in this

- directors’ report by reference:

* Overview of the year on pages 00 10 09.
* Business Reviewon pages 100 29,

+ Environmental, employee, social and community issues
are discussed on pages 38to 42,

» Areview of the principal risks and uncertainties on pages
161019,

¢ Group key performance indicators [KPIs] on pages 00, 28
and 29.

Principal activities

Pramier Foods plcis a public limited company incorporated
in England and Wales, registered number 5160050, with

its registerad office at Premier House, Centriurn Business
Park, Griffiths Way, St Albans, Hertfordshire AL1 2RE. The
principal activities of the Group are food manufacturing,
processing and distribution. Further informaticn can be
found on pages 12to 15.

Financial statements
The audited financial statements are presented on pages 54
to 110.

Profit and dividends

The loss on ordinary activities before tax for the year ended
31 December 2008 was £403.9m (2007: loss of £77.6m]. The
directors do not recommend the payment of a dividend for
the year ended 31 December 2008.

Research and development

Applied research and development work continues to be
directed towards the introduction of new and improved
products, the application of new technology to reduce unit
and operating cost and to improve service to customers.
Research and development costs of £7.0m [2007: £3.9m)
were incurred in continuing operations during the year.

Land and buildings

The directors are of the opinion that there is ne significant
difference between the hook and market value of the land
and buildings of tha Group.

Donations

No donations were made to political parties [2007: £nill.
During the year the Group made charitable donations
amounting to £287,000 (2007: £158,000] further information
on charitable giving can be found on page 42.

Directors
The present directors of the Company are listed on page 35
of the corporate governance report.

Details of the interests in the share capital of the Company of
the directors in office as at 31 December 2008 are setout on
page 49 of the directors’ remuneration report.

Statement of Directors’ responsibilities

The directors are respensible for preparing the annual
repart, the directors’ remuneration report and the Group and
the parent company financial statements in accordance with
applicable laws and regulations.

Company law requires the directors te prepare financial
staternents for each financial year. Under that law the
directors have prepared the Group financial statements
inaccordance with International Financial Reporting
Standards {IFRSs) as adopted by the Eurepean Union, and
the parent company financial statements in accordance with
applicable law and United Kingdom Accounting Standards
(United Kingdom Generally Accepted Accounting Practice).
The Group ancd parent company financial statements are
required by law te give a true and fair view of the state of
affairs of the company and the Group and of the profit or loss
of the Group for that period.

In preparing those financial statements, the directors are
required to:

» select suitable accounting pelicies and then apply
them consistently:

¢ make judgements and estimates that are reasonable
and prudent;

+ state that the Group financial statements comply with
IFRSs as adopted by the European Union, and with regard
to the parent company financial statements that applicable
UK Accounting Standards have been followed: and

* prepare the Group and parent company financial
statements an the gaing concern basis uniess it is
inappropriate to presume that the Group will continue
inbusiness,

The directors confirm that they have complied with the above
requirements in preparing the financial statements.

The directors are responsible for keeping proper accounting
records that disclose with reasonable accuracy at any time
the financial position of the Company and the Group and to
enable them to ensure that the financial statements and the
Directors remuneration report comply with the Companies
Act 1985 to 2006 and, as regards the Group financial
statements, Article 4 of the |AS Regulation. They are also
responsible for safeguarding the assets of the Company
and the Group and hence for taking reasonable steps for the
prevention and detection of fraud and other irreqularities.

The directors are respansible for the maintenance and integrity
of the Company's website. Legislation in the United Kingdom
governing the preparation and dissemination of financial
statements may differ from legislation in other jurisdictions.

Mmier Foods plc Arnual report and accounts 2008
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| Each of the directors, whose names and functions zare listed
i Inthe corporate governance report confirms that, to the best
i of their knowledge:

¢ the Group finzancial sistements, which have been prepared
in accordance with 1IFRSs as adopted by the EU, give a true
and fair view of the assets, liabilities, financial position
and loss of the Group; and

* thedirectors report, and the sections af the annual report
which are incorporated by reference, includes
a fair review of the development and performance of

i thebusiness and the position of the Group, together with

a ?escript%on of the principal risks and uncertainties that

it faces.

In addition, the Companies Act 1985 to 2004 requires
directors to provide the Group's auditors with every
opportunity to take whatever steps and undertake whatever
inspections the auditors consider to be appropriate for the
purpose of enabling thern to give their audit report. The
directars, having made appropriate enquiries, confirm that:

* sofaras each director 1s aware, there is no relevant audit
information of which the Group's auditors are unaware; and

+ =ach directer has taken all the steps that they ought to
have taken as a director to make themselves aware of
any relevant audit informaticn and to establish that the

Group's auditors are aware of that information.
|
I

| Substantial shareholdings

| As at 5 March 2009 the Company has been notified, in
accordance with Disclosure and Transparency Rules issued
by the Financial Services Authority, of the following interests
in the ordinary shares of the Company:

Numger of % of ‘ssued
Naotdication received from: ordnary shares share capital
Franklin Templeton Investment
Management Ltd 154,446 914 18.29%
JPMoargan Chase & Co 41,782,608 6.95%
Legal & General Investment
Management Limited 34,737,013 L35%
Margan Stanley Investment
Management Limited 35730122 L.23%
Du~ont Capital Management
Corporation 20,218,795 3.63%
Franklin Mutual Series 30,678,283 3.63%
Putnam investments 29,832 405 153%

Share capital and control

As at 31 December 2008, the Company's authorised share
capital was £15,000,000 divided into 1,500,000,000 ordinary
shares of 1 pence each nominal value [ordinary shares). On
31 December 2008 there were 844,604 805 ordinary shares
inissue. The ordinary shares are listed on the London Stock
Exchange. Alt of the ordinary shares rank equally with
respect to voting rights and the rights to receive dividends.

The holders of ordinary shares are entitled to receive the
Company's reports and accounts; to attend and speak at
General Meetings of the Company; t¢ appoint proxies and to
exercise voting rights. There are no restrictions on transfer
or limitations on the holding of any class of shares and no
requirements for prior approval af any transfers. None of the
shares carry any special rights with regard to conirol of the
Company. There zre no known arrangements underwhich
financial rights are held by a person other than the holder

of the shares and no known agreements or restrictions on

share transfers or on voting rights. Shares acquired through
Company share schemes and plans rank pari passu with the
shares inissue and have no special rights.

Asummary of rules regarding the appointment and
replacement of directors are given on page 36. The powers
of the directars are determined by UK legislation and the
Memorandum and Articles of Asscciation of the Company
in force from time to time. The Company's shareholders
approved a resolution at the 2008 AGM for the directorsto
allot relevant securities [as defined in the Companies Act
1985) up to an aggregate nominal value of £2,815,349. Atthe
AGM in 2008 shareholders also autherised the directors io
make market purchases of ordinary shares. Any ordinary
shares so purchased may be cancelled or held in treasury.
This authority will expire at the conclusion of the 2009
AGM atwhich a further authority witl be sought. No share
purchases were made during the year,

Changes to the Articles of Association must be zpproved by
the shareholders in accordance with the tegisiationin farce
fram time to time,

The Company does nat have agreements with any diractor
or employee that would provide compensation for loss of
office or ernployment resulting from a takeover except that
provisions of the Company's share schemes and plans may
cause options and awards granted to employees under such
schemes and plans to vest on a takeover,

Contractual relationships

The Group has contractual arrangements with many parties
including directors, employees, suppliers, customers,
trade mark owners and banking groups. The {ollowing

are considered significantin terms of their effect on the
business of the Group as a whole:

The Group has a number of borrowing facilities provided
by various banking groupsincluding a £2.1bn Term and
Revolving Facilities Agreement originally entered into in
2006 which has subsequently been amended on 5 March
2009, a £125m Revolving Credit Facilities Agreement dated
28 February 2008 which was repaid in full on 23 Decermnber
2008, a £60m Working Capital Facility Agreement dated

12 January 2009 and a Receivables Purchasing Agreement
and guarantee dated 30 December 2007.

The Group entered into 3 Pensions Framework Agreement
with the trustees of Premier’'s UK Defined Benefit Plans on
5 March 2G09.

The Group entered into a Placing Agreement with Goldman
Sachs International, NM Rathschild & Sons Limited,
Citigroup Global Markets U K. Equity Limited and RBS Hoare
Govett on 5 March 2009,

Bursuant to a Placee Cornmitment Letter, Warburg Pincus
has conditionally agreed to subscribe for 246,153.846 firm
placed shares and 244,153,846 conditional placed shares
in the capital of the Company at an issue price of 26 pence
per share. In addition the Group entered into a Relationship
Agreement with Warburg Fincus on 5 March 2009 setting
out the terms and conditions under which Warburg Pincus
shall have the right to appoint a director to the Board of
Premier Foods and also governing the retention of its
shareholding in Premier Foods and the purchase of further
sharesin the Company.
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‘Directors report

' continued

' The Group has a licence for certain of Cadbury Limited's

I trade marks in connecticn with ambient packaged cakes.
The current licence expires in 2010 and the Groupis
currently in negotiation with Cadbury Limited to extend this
licence until 2019, The Group has as an exclusive, worldwide
licence to use the Loyd Grossman name on sauces, oils and
dressings, accompaniments, teppings and marinades fora
term lasiing until 2026.

These agreements include change of control provisions
which inthe event of a change of control could resultin the
‘ agreements being renegotiated or terminated.

Employment peolicies

A summary of the Group’s employment policies and the
| actions toinvolve employees is set cut in the corporate
| responsibility section of the corporate governance report on
| pages 38to42.

| Creditor payment policy
Premier Foods plcis a holding company and had no amounts
owing to trade creditors 2t 31 December 2008 {20G7: £nill,
The Graup's creditor days outstanding at 31 Decermber 2008
i were 61 days [2007: 70 days) of purchases, based on the
ratio of Group trade creditors at the end of the year to the
arnounts invoiced during the year by irade creditors.

The Group has standard payment terms of 60 days, however,
it operates a variety of payment terms with suppliers.
Payment terms for purchases under major contracts are
agreed as per the contract negotiations.

Financial instruments

The financial risk management objectives and policies of the
Group, and its exposure to price, credit, liguidity and cash-
flow risk are set cut in note 22 to the financial statements.

Post balance sheet events
Details of post batance sheet events are set out in note 34 of
the financial statements.

Office of Fair Trading

tn April 2008, the UK Office of Fair Trading (OFT) notified

us, and a number of other UK based retailers, of an enquiry
into potential co-ordination of retail prices in sectors of the
grocery market. Premier are co-operating with the enquiry,
whichisin the information gathering stage. Due to the
preliminary nature of the investigation it is not possible to
predict how the investigation will proceed and when it will be
concluded or determine any outcome in advance.

Independent Auditors

PricewaterhouseCoopers LLP has indicated its willingness
to continue as auditors; accordingly a resolution to
reappoint them will be proposed at the forthcoming AGM
in accordance with section 385 of the Companies Act 1985.
The reappointment of PricewaterhouseCoopers LLP has
been approved by the Audit Commitiee, who will also be
responsible for determining their audit fee on behalf of the
directors.

Going concern

The directors have made enguiries into the adequacy of the
Group's financial resources, through a review of the current
financial projections, which includes capital expenditure
plans, trading cash flow forecasts and the funding facilities
available. The Board has concluded that in view of the volatile
operating conditions and the Group's substantial levei of
leverage that the raising of additional equity combined with
areneqgotiated agreement with the Group's lending banks
and an agreement with the Trustees of the Group's UK
Defined Benefit Plans {all of which are inter-conditionat]
would provide a more appropriate capital structure. The
proposed equity raising requires that a resolution be passed
by shareholders at an EGM. The Board has concluded that
these circumstances represent a material uncertainty that
casts significant doubt upon the Group's ability to continue
as agoing concern. However, after considering these
uncertainties, the Board has a reasonable expectation

that the Group will be successfulin obtaining the necessary
resolution and for this reason belisves it is appropriate to
continue to adopt the going concarn basis in preparing the
accounts, Further disclosures are made on the mattersto
be considered by the directors and related uncertainties in
the "basis of preparation” section of nate 2 of the notes to
the financial statements.

The audit opinion on the 2008 annual repert and accounts
contains an emphasis of matterin relation to the material
uncertainty reqarding the shareholder vote and impact on
going concern.

Annual General Meeting businass

The Annual General Meeting of the Company will be held

at Insurance Hall, 20 Aldermanbury, London EC2V 7HY on
22 May 2009 at 11.00am, The Notice convening the AGM will
be issued separately, together with details of the business
tc be considered, and full explanations of each resolution
that is being proposed.

By order of the Board
hY
&\J%L,

Suzanne Wise

General Counsel & Company Secretary
Premier Focds plc

FPremier House

Centrium Business Park

Griffiths Way

St Albans

Hertfordshire

AL ZRE

Registered in England and Wales No. 5160050
5March 2009
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Corporate governance

The Board believes in conducting the Group's affairs ina
fair and transparent manner and in maintaining the highest
ethical standards inits business dealings.

Compliance statement

This report set out on pages 3310 42 describes how

the Group has applied the principles of good corporate
goverpance as setout in section 1 of the revised Combined
Code on Corporate Governance issued by the Financial
Reporting Councilin June 2006 {"the Combined Code”}.

In respect of the peried from 1 January 2008 to 31 December
2008, the Board considers that the Group has complied with
the provisions set cut in the Combined Code.

The Board

Board structure

As at the year end, the Board consisted of a non-executive
Chairman, three executive directors, and five non-executive
directors, In accordance with the Combined Code, separate
individuals, David Kappler and Robert Schofield, have been
appointed to the positions of Chairman and Chief Executive
respectively. David Felwick has been appointed as the senior
independent director. David Beever and Christine Cross
were appointed as additional non-executive directors on

21 January 2008, Sharon Hintze retired as a non-executive
director on 146 May 2008 following the Company’s Annual
General Meeting and Tim Kelly was appoinied as an
executive director on 30 June 2008.

The Board considers that all the non-executive directors
are independentin character and judgement and within the
definition of this term in the Combined Code. The Combined
Code states that the test of independence is not appropriate
in relation to the Chairman after his appointment.

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

Directors and their interests
The following directors held office during tha year ended
31 December 2008:

Designation Appoiriment
David Kappler Crarman 19 July 2004
Raobert Schohield Chief Executive 22 June 2004

22 June 2004

30 June 2008

19 July 2004

Relired on 16 May 2008
| October 2004

19 July 2004

21 January 2008

21 January 2008

Finance Direcior

Chief Operating Officer-Hovis
Semior indegendent director
Non-executive direclor
Non-exacutive direcior
Non-execulive direclor
Non-executive direclor
Non-executive director

Paul Thomas

Tim Kelly

Dawvid Felbwick CBE
Sharon Hintze
Louise Makin

lan McHoul

Dawvid Beever
Chrnistine Cross

Details of the directors service contracts, letters of
appointment, emoluments, the interests of the directors
and their immediate families in the share capitat of the
Company and options to subscribe for sharesin the
Company are shown in the directors’ remuneration report
on pages 4310 53,

Operation of the Board

The Board is responsible for the overall management of the
Group and has an agreed schedule of mattersreservedtoit,
which includes setting long-term strategic and commercial
objectives, approval of annual operating and capital budgets,
dividend policy, overseeing the Group's internal centrol
systerns and ensuring that appropriate resources are in
piace to enable the Group to meet its objectives.

The Board normally meets at least 10 times in each calendar
year and also meeis on other occasions as necessary.
Meetings are usually held at the Company's head office, in
St Albans, but the meetings also provide an cpportunity for
the Board as a whole to visit the Group’s operating facilities,
Datails of the number of Board and Committee meetings
and the attendance at those meetings 1s set out on page 34.

The Chairman is primarily responsible for the operation of
the Board, and sets the agendas in consultation with the
Chief Executive and Company Secretary. Board papers,
including copies of the minutes of Cornmittee meetings held
since the previous Board meeting, are circulated in advance
of each meeting. The Chairman pericdically holds meetings
with the non-executive directors without the executive
directors present.

The Chief Executive has overall responsibility for the
executive management of the Group and for implementing
Board strategy and palicy within the approved budgets
and timescales. The Chief Executive is supported by the
Finance Director and the Group Executive, which consists
of the senior executives who head up the Group's principal
operations and functions.

The Chairman, Dawvid Kappler, is currently a non-executive
director of Shire plc and Intercontinental Hotels Group

plc. The Board of Premier Foods plc 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 tearn appear on page 30.

Procedures are in place, which allow diractors to take
independent professional advice in the course of their duties,
and all directors have access to the advice and services of
the Company Secretary, and where a director has a concern
over any unresglved business he is entitled to 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 Cormpany purchases directors and officers’ liability and
indemnity insurance to cover its directors and officers against
the costs of defending themselves in civil proceedings taken
aqgainst them in that capacity and in respect of damages
resulting from the unsuccessful defence of any proceedings.

.
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Corporate governance

continued

Meetings

The following table sets out the number of formal meetings
of the Board and its Cemmittees and individual attendances
thereat during the financial year to 31 December 2008.

in addition to the meetings detailed below, a number of
additionat meetings of the Board, Committee of the Board
and the Remuneration Committee were held far the
consideration of specific business. ["denotes attendance

by invitation],

Group 3varg Audi Norrunation Rernuneration
Dawid Kappter 10/10 Le 33 4
Robert Schofield 10410 5° 3 Lx
Paut Thomas 10430 5" ar -
Tim #elly ' 5/5 3 - -
David Fetyach CBE 10/10 5/5 i3 LfL
Sharon Hintze” 474 1/1 - 3/3
Lowse Makin 910 A 33 Lit
lan McHoul 10/10 5/5 373 1"
David Beever 10710 s 212 -
Christine Cross 10/10 I 2/2 4/

1) Tim Kelly was appointed as an Executive Director on 30 June 2008
and Sharon Hintze retired from the Board on 16 May 2608.

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 with the Company or any of its subsidiary
undertakings.

Rermuneration

The directors’ remuneration report, providing a statement
of the Company’s policy on directors and senior managers’
rermuneration, benefits, share scheme entittements and
pension arrangemesnts is set out on pages 43 to 53.

The directors remuneration report sets out the status

of the Company’s compliance with the requirements of
the Combined Code with regard te remuneration matters
and includes a statement on the Company’s policy on
directors’ and senior managers remuneration, benefits,
share scheme entitlements and pension arrangements.
Aresolution to approve the directors’ remuneration
report witl be proposed at the forthcoming AGM.

Appointment, reappointment and retirement by rotation
The rules about the appointment, reappointment and
retirement by rotation of directors are contained in the
Articles of Association ["the Articles”} of the Company.

As per the Articles, directors may be appointed by the
Company by an ordinary resolution or by the Board. A
director appointed by the Board holds office only until the
next Annual General Meeting [AGM. At each AGM one third
of the directors [rounded down] will retire hy rotation and be
eligible for re-election. The directors to retire will be those
who wish to retire and those who have been longest in office
since their last appointment or reappointment, with the
proviso that all must retire within a three year period.

Tim Kelly was appointed as an executive director on

30 June 2008 and accordingly will offer himself for election
atthe forthcoming AGM, David Kappler and Louise Makin,
retire by rotation and being eligible, offer themselves for
re-slection at the AGM to be held on 22 May 2009,

Directors biographical details are provided on page 30.

Board Committees

The Beard has an efiective Committee structure to assistin
the discharge of its responsibilities, The terms of reference
of these Commiitees comply with the provisions of the
Combined Code and are available for inspection on the
Company's website, www.premierfoods.co.uk.

Audit Committee

lan McHoul chairs the Audit Committee. Its other members
are David Felwick and David Beever. Only independent
non-exacutive direciors who have no links with the external
auditors may serve on the Committee. Two members of

the Committee, lan McHoul, as the Chief Financial Qfficer
of Amec plc, and David Beever, as former International
Chairman of KPMG Coarparate Finance have been identified
by the Board as having recent and relevant financial
experience. The Audit Committee is scheduled to meet
atleast four times a year and meets with the internal and
external auditors at least twice a year without the executive
directers present.

The Audit Committea is responsible for making
recommendations to the Beard on the appointment of the
external auditors and their remuneration, for reviewing
the accounting principles, policies and practices adopted
in the preparation of the interim and annual accounts

and reviewing the scope and findings of the audit. The
Committee assists the Board in achieving its abligations
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 ensuring that an effective system of
internal financial and non-financial controls is maintained.
The ultimate respensibility for reviewing and approving the
annual report and accounts remains with the Board.

The Committee keeps under review the external auditors’
independence including any non-audit services that are to
be provided by the externat auditors. The auditers are also
requested to confirm their independence at least annually.
Aformal policy has been developed and implemented, which
ensures that the nature of the advice to be provided could not
impair the objectivity of the exiernal auditors’ opinion on the
Group's financial staterments.

The policy incorparates a fee limit, above which a formal
tender process must normally be undertaken and approval of
the Committee obtained pricr to any proposed appointment.
Additionally, the use of delegated authorities to appoint the
external auditors is routinely reparted to the Commitiee.

During the year PricewaterhouseCoopers [PwC] were
employed to undertake a number of projects as part of the
Group's review of financing arrangemenis. n particular, Pw(:

» undertook procedures supporting the issuance
of a prospecius, including providing a repert on
management's working capital forecasts:

» prepared a business review report, which involved
reviewing and assessing the Group’s strategy, operations
and performance forecasts; and

» performed due diligence procedures.
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Fees incurredin relaticn to this work amounted to £3.1m
in 2008 with further fees to be charged in respect of

2009. Before commissioning PwC to undertake the work
discussions were held between PwC, the Finance Director
and the Chairman of the Audit Committee te assess any
potential threat to the external auditers’ independence and
it was agreed that appropriate safequards had been putin
place by PwC. The Company has assessed that PwC are best
placed to perform this additional non-audit work inview
of their knowledge of the business, the time constraints in
completing the work and likely costs.

The Committee has approvad a revised whistle-blowing
policy during the year whereby staff may, in confidence,
disclose issues of concern about possible malpractice
or wrongdoings by any of the Group's businesses or any
of its employees without fear of reprisal. This includes
arrangements to investigate such matters and for
appropriate follow-up action.

During the year, the Committee:

+ raceived regular reports from the internal audit function,
ensured it was adequately resourced, monitored its
activities and effectiveness, and agreed the annual
audit plan;

* conducted a review of the effectiveness of the internal
audit function;

* approved a revised Group whistle-blowing policy;

+ approved the Internal Audit Charter as part of an
annual process;

+ considered the external auditors report for the year ended
31 December 2007,

+ conducted aninternal raview of the Group's external
auditors which included a review of the auditor's
independence and objectivity and the effectiveness of the
audit process;

« conducted aninternal review of its own effectiveness.

+ approved the Company's Risk Management policy and
process; and

+ reviewed matters relating to the Group's key performance
indicators and proposats to embed good governance
throughout the organisation.

Remuneration Committee

David Felwick chairs the Remuneration Committee, The
other members of the Committee are Louise Makin and
Christine Cross . Sharon Hintze was a member of the
Committee until her retirement from the Board on 16 May
2008. Only independent, non-executive directors may serve
anthe Committee. The Chairman and Chief Executive attend
Remunersation Cammittee meetings at the invitation of the
Committee Chairman. The Remuneration Committee will
normally meet at least twice a year.

The Remunerstion Committee has responsibitity for making
recommendations to the Board on the Company's policy on
remuneration 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 senjor management as it is delegated to consider,
including pension rights, any compensation payments

and the implementation of executive incentive schemes.

In accordance with the Committee’s terms o_.‘ referenqe, no
director may participate in discussions relating to their own
terms and conditions of service or remuneration.

Further infarmation an the activities of the Remuneration
Committee is set out in the directors’ remuneration report
on pages 43tc 53.

Nominaticn Committee

David Kappier chairs the Nomination Committee, and iis
other members are lan McHoul, David Felwick, Louise
Makin, David 2eever and Christine Cross. David Kappter will
not chair the Committee when it is dealing with a successer
tothe Chairmanship of the Company. The Committee,
which will normally meet not less than twice ayear, has
responsibility for considering the size, structure and
composition of the Board of the Campany, retirements and
appointments of additional and replacement directors and
making appropriate recommendations so as to maintain an
appropriate balance of skills and experience on the Board.

The Nomination Committee has a process for Board
appointments that it considers to be formal, rigorous

and transparent and includes the use of externat search
consultants. This process includes a review of the skills,
experience and knowledge of the existing directars, to
assess which of the potential short listed candidates would
most benefit the balance of the Board having regard atsoto
the need for succession planning.

During the year, the Committee:
+ approved directors for reappointment at the AGM;

+ approved the selection and appointment of an executive
director; and

* conducted an internal review of its own effectiveness.

The terms of appointment for the non-executive directors
are available for inspection on the Comnpany's website
www.premierfoods.co.uk.

Performance and effectiveness reviews

The Board follows a performance evaluation procedure,
which measures its own performance and that of its
Commitiees.

In 2008 this was an internal process and was combined with
individual performance evatuation as described below:

+ the Chairman appraises the Chief Executive annually;

+ the senior independent director meets with all the
non-execuiive directors to discuss the performance
of the Chairman, taking into account the views of the
executive directors;

o the Chairmen of the Audit and Remuneration Committees
are appraised annually as part of the Committee
effectiveness review process and any non-executive
directors due for re-election at the following Annual General
Meeting are appraised initially by the Chairman, and
thereafter their suitability for re-election is confirmed by
the Nomination Committee prior to those non-executive
directors offering themselves {or re-election; and

s the senior management are formally appraised annually
by the Chief Executive, who also appraises the executive
directors.

—— .
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Corporate governance

continued

In accordance with good practice the Company aims te carry
out anindependent review of the Board performance every
3years. Accordingly, Boardroom Review, an independent
consultant was engaged to perform a review in early 2009.
This included one to one meetings with all Board members
in January 2009 and attendance at the Board and Commitiee
Meetings in February. The findings of the review will be
reviewed by the Board in April 2009,

Shareholders

Relations with shareholders

The Board recognises that its primary role istorepresent
and promote the interests of its shareholders, and that it
is accountable to shareholders for the performance and
activities of the Company.

The Company announces its results on a haif-yesrly basis.
Prasentations are made to analysts and major shareholders
following the release of the interim and year-end resutts.
The Company announces trading updates and/or interim
management statements at relevant times throughout the
year followed by conference calls with analysts and major
shareholders and the Group’s website, www.premierfoods.
co.uk, contains the full text of such reports, tegsther with
Stock Exchange Announcements, after their release to the
rmarket. The Company's Investor Relations function provide
detailed reports on shareholder make up, Analyst’s forecasts
and feedback at each Board Meeting.

The Chief Executive and Finance Qirector are also available
to meet with shareholders during the year. The Chairman
and, if appropriate, the senior independent director are
available to discuss issues and concerns of shareholders.
Skareholders are alsc provided with the opportunity to

ask questions of the Board, including 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
report and accounts, is sent to shareholders at least 20working
days before the meeting, and details of the proxy votes for and
against each resolution or in respect of which a vote is withheld
are announced after the result of the vote on the show of
hands and made available on the Company's website,

Internal control

The directors are responsible for the Group's systems

of internal contro! and for reviewing their effectiveness
annually. The Board has conducted a review of the
effectiveness of the Group’s internal controls covering all
material controls, including financial, operational and
campliance controls and risk management systems in place
throughout the year under review. Necessary actions have
been, or are being, taken to remedy any significant failings
or weaknesses identified from the Board's review of the
effectiveness of the internal control system.,

The Board has delegated direct responsibility for reviewing
the Group’s system of internal control and for regularly
monitoring its effectiveness to the Audit Commitiee. The
principal aim cf the system of internal contrel is to provide
an ongoing process that identifies, evaluates and manages
the risks that are significantin relation to the fulfilment

of the Group’s business objectives. The internat control
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 principal role of the Interral Audit function is to review
the effectiveness of the controls operating within the
business by undertaking an agreed schadule of independent
audits each year. The nature and scape of this annual

audit programme is reviewed and approved by the Audit
Committee ai the beginning oi each calendar year and may
be revised from time to time in circumstances such as the
acquisition or disposal of a business or any cther significant
business development,

The findings of these risk-based audits are reported initially
to executive management and any necessary corrective
actions are agreed. Summaries of these reporis are
presentedtc, and discussed with, the Audit Committee
along with details of progress against action plans as
appropriate. In addition o the internal audit programme,
senior business managers are required to complete internal
control self assessment questionnatres confirming the
operaticn 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 result

of this exercise, which also details any materiat control
breakdowns, to the exient that they have occurred. is
reviewed by the Board.

The Group's comprehensive risk review process continued
to operate during the year. Risk registers are built at a
divisional and functional unit level. The Risk Review Group
is chaired by the Group Finance Director and is responsible
for the identification of emerging risks and ensuring

that progress and focus is maintained on implementing
agreed action plans. Progress against action plans and key
performance indicators are reported to the Group Executive.
These include social, environmental and ethical risks {see
the Corporate Responsibility section below). In addition the
Group Executive formally reviews and reassesses the top
corporate risks of the company on an annual basis and the
results of this review are considered by the plc Board. The
risk management process is reviewed bi-annuatly with the
Audit Committee,

Risk management

The Board is uttimately responsible for ensuring that key
operational risks are eifectively 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 to the Audit Committee, to ensure
compliance with the reqguirements of the 2005 Turnbull
Guidance on internal control and risk management. The
Board annually reviews the top corporate risks of the
Company, but delegates day-to-day responsibility for risk
management to the Group Executive, Details of the key risks
facing the Group are discussed on pages 16 to 19.

Corporate Responsibility

Premier Foods is committed to managing its businass

in a socially responsible manner; indeed it believes strongly
that Carporate Responsitility ("CR")is one of its key
strateqic priorities.

In today's grocery marketplace, all of cur stakeholders

- particularly employees, customers, suppliers and
consumers - are concerned with the quality and
"healthiness” of our praducts, the ethical way in which we
source food ingredients and the effect that the production
and transportation of our products has on the environment.
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In 2008, we have further improved cur performance across
arange of CR related issues, highlights of which we

have included within this report. We have also recruited

a dedicated Group Corporate Responsibility Manager

to ensure the ce-ordination and delivery of CR related
activities. Whilst the business units within Premier Foods
pursue the policy of "doing the right thing”, itis the Board's
responsibility to ensure that the Company operates ina
respansible manner.

In 2009, we have set challenging targets to further improve
our perfermance across a range of environment and social
compliance indicators. Our 4 environmantal KPIs for 2009
are set out on pages 28 and 29. We will report progress
against these measures regularly on our corporate website
www.premierfoods.co.uk,

Our Chief Executive, Rokert Schefield continues to

take a leading role and chairs the quarterly Corporate
Responsibility Steering Group through which our strategy is
developed and delivered.

Climate change

Prernier Foods is committed te supparting the UK
Government’s position on climate change and the Kyoto
Protocol. We are an activa participantin the LUK Climate Change
Agreement and the L Emissions Trading Scherne, and are
committed to reducing the carbon intensity of our operaticns.

Six of our larger manufacturing facilities are subject to the
EU Emissions Trading Scheme, three of which were active
participants in Phase | of the scheme, the remainder have
exercised the option to "opt out” of the first phase of the
scheme, but became active participants in Phase lE which
commenced in January 2008,

Premier Foods is a major user of vegetables and cereals
relying on UK naticnal and imported supplies of raw materials
from a variety of sgurces around the world, consistent with
custormer demands. Over the years regional crop failures
and quality issiles have resulted in the development of a
robust procurement strategy designed to secure suitable raw
materials inthe avent of a natural disaster affecting supplies.
This strategy will continue to be developed in response to
changes in the availability of food resources.

Few of cur operating sites have a history of flooding or are
located in or near a flood plain. Those sites at greatest
potential risk have been identified and contingency plans are
In place or are being assembled. Temperature increases are
likely to result in anincreased energy demand for cooting
and refrigeration in the bakeries and the chilled and frozen
focd manufacturing facilities, a proportion of which will be
offset by a reductionin energy used for heating. Our Carbaon
Palicy can be seen on the Premier Foods corporate website
at http:/fwww.premierfoods.co.uk/our-responsibilitias/

Environmentat management - Premier Foods "5 Star
Environmental Awards”

Premier Foods "5 Star Environmental Award Scheme”
provides a structured approach to environmental
management and establishes the framework for all sites to
reduce their enviranmental impacts, achieve cost savings,
ensure compliance with legislation and deliver continuous
performance improvement.

The Scheme has been developed (o be fully compatible
with national and international standards in order to
accommodate independent recognition or certification.
The Five Star Environmeantal Award Scheme will be rolled
out to all operational sites throughout 2009.

Energy management

Premier Foods is the largest food praducerin the UK and
a significant energy user. In 2008, we used approximately
1,738,564 mega watt hours [MWh) of electricity producing
482,469 tonnes of carbon dioxide [CO.). CO, has been
identified as one of the main greenholse gases causing
glebal climate change.

An Energy Steering Group [ESG] was established in 2008,
chaired by Boh Spooner, Group Operations Director, in order
to ensure a focus on delivering against set energy saving
targets. The cross functional ESG is made up of members
from group procurerment, operational excellence and
management at our manufacturing sites.

in 2008 energy surveys were carried out on most Premier
Foods manufacturing sites, and a plan is in place to complete
energy surveys at all our sites during 2009. The surveys will
help identify energy saving opportunities to support the
delivery of our 5% energy reguction target in 2009.

Waste management

Premigr Foods has cemmitted to sending zerowasta to
landfill by 2015, In 2008, Premier Foods' total waste disposal
to landfill was reduced by 8,000 tonnes, from 38,000 tonnes
to 30,000 tonnes which represents a 21% reduction of waste
sent to landfilt in 2008 when compared with 2007.

Premier Foods waste disposal to landfill per tonne of
product manufactured was reduced by 2.2 kg per tonne,
from 11.8 kg to 9.6 kg which represents a 19% reduction

of waste sent to landfill per tonne of product in 2008 when
compared to 2007.

This reduction has been achieved through close
partnerships with specialist suppliers, resultingina
combination of site-based waste reductioninitiatives and
improved waste segregation at source which has led to an
increase in the number, and quantity, of materials sent for
recycling and recovery. We are actively seeking to eliminate
waste from all areas of operation and are working in
conjunction with our wasie managemeni service providers
to identify further opportunities to divert waste from landfill
each year.

[n 2009, we have set a target to divert 20% of the waste we
produce being sent to landfilt, this eguates to a further
6,000 tonnes, which will bring us closer to our goal of zero
dependence on landfill sites by 2015,
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Corporate governance

|connnued

Packaging

Each year Premier Foods spends approximately £250 m
on packaging which inctudes the purchase of 1.2 bn steel
cans. We are keen to support the UK packaging sector and
upwards of 80% of all packaging we buy are sourced from
within the UK,

In 2008, we saw sharp increases in fuel prices which
resulted in higher costs for packaging production and
transportation. The soaring cost of oil. across the year, also
drove the price of plastic packaging upwards as this materiat
is directly linked to the price of oil. Premier Foods has, in
most cases, been able to absarb these price increasas and
we have warked hard to minimise the amount of packaging
used by remaving, light-weighting and down-gauging
packaging wherever possible,

Premier Foods is a signatory to both the Food and Drinks
Federation (FOF} "Five Fold Environmentat Ambition”
and the Waste Resources Action Pregrammes’ [WRAP]
“Courtauld Commitment™.

{n October 2008, the Premier Foods CR Steering Group
decided to adopt a generic suite of an-pack recycling
symbols developed by WRAP. Premier Foods took the
decision toinclude these symbaols, an all our brands,

to ensure that consumers are equipped with the key
information to help them recycle more packaging, more
often. ltis important that consumers understand what they
can, and cannot, currently recycle. We intend to apply these
recycling symbols, on a rolling programme throughout 2009,
as and when new packaging artwork is originated or when
we bring a new product to market.

We are also keen to work with our retail customers in order
to identify cpportunities to improve the environmantal
footprint of their own brand packaging.

In October 2008, Premier Foods were invited, by one of

our retail customers, to become a member of a cross
industry multi-stakeholder steering group made up of
leading opinion formers, government and campaigning
organisations. The aim of the group is to shape anindustry
ieading packaging scorecard, and assessment tool, in order
to benchmark packaging sustainability across its entire “life
cycle”. We will look to report the groups’ progress. on our
corporate website, throughout 2009

Water use and conservation

Water is an important resource to the food industry, where
itis used for raw material cleaning and preparation, as an
ingredient, for processing and for plant cieaning and hygiene
purposes, In the UK the foed industry is estimated to use
250 m cubic metres of water per year, which represents

10% of alt industrial use. With such high rates of usage the
Food and Drink Industry has beenwdentified by Defra as
beingin a position to make a significant contribution to the
sustainability of the nation’s water supplies.

An additional consequence of watar use is the generation of
process effluent, which requires treatment before it can be
discharged back into the environment. Effluent treatmeant
is either carried out at the local sewerage treatment warks, ;
or where this is not practical by on-site treatment facilities, :
Premier Foods operate eight on-site effluant treatment

plants which either discharge high quality treated effluent i
directly into a local watercourse, or where this is not possible
via the public sewer for further treatment. The cost of :
eifluent treatment ts generally twice the cost of purchasing |
water from mains supply.

Premier Foods is committed to reducing its use af water
by 20% by 2020 from a 2007 baseline. We will achieve this
through the active participation of all sites in the Federation |
House Commitment (FHC2020} on water reduction. |n 2008, |
Premier Foods set, and achieved, a target ta reduce water l
usage by 3% from a 2007 baseline, consistent withits long-
term comritment under the FHC2020.

In 2009, we have commissioned a saries of independent
water audits and surveys to identify areas of water usage
and highlight opportunities for water saving. We have set a
further 5% water reduction target in 2009 relative to tennes
of product manufactured against a 2008 kaseline,

Transport

In Septernber 2008, Premier Foods was one of the first
organisations to sign up to the Food and Drinks Federations’
(FDFs] Transport Efficiency Commitment and has agreed

to take steps to embed environmental standards in our
transport practices, including contracts with hauliers as
they fall for renewal, to achieve “fewer and friendlier” food
transport miles and contribute to an absolute target for the
food chain to reduce its environmental and socisl impacts by
20% by 2012 compared to 2002.

In 2009, Premier Foods willintroduce a 10 Point Checklist
for Greener Food Transport to be used as a review toolin
retation to our own fleets or to embed its principles at the
heart of our relationships with third-party road hauliers.

Employees

As amajor employer, Premier Foods is aware of its
responsibility to its employees and our policy on employee
welfare and human rights sets a minimum standard to
which all of the Group companies adhere in order to meet
their moral, tegal, ethical and humanitarian responsibilities.

We recognise that our employees are our single most
valuable asset and we strive to be an employer of choice in
the areas in which we operate. In order to promote career
developrnent, the Group provides its employees with access
to relevant training and development schemes through
in-house training, educational assistance, participationin
National Vocational Quatification Schemes and encouraging
professional memberships. The aim is to ensure that there
is a highty trained and motivated workforce, capable of
meeting the highest standards required by customers and
investors. A significant number of employees participate

in a formal performance and development review at least
annuzlly. and we zre continuing to develop this process
across the entire business.
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We are committed to a fair but robust approach to equal

j opportunities in all areas of our business, with people

b gaining promotion on merit. We recruit, train, promete and

} retain skilled and motivated people irrespective of sex, age,
marital status, disability, sexual orientation, race, religion,
ethnic or national origin. Intine with this commitment we

b alsc promaote a culture of openness and responsibility within

| ourbusiness.

| The Group has in place specific disciplinary and grievance

procedures, and welcomes the reporting of genuine and

' serious grievances cr alleged breaches of Company policy. No
empleyee will suffer as 3 consequence of notifying such alleged
breachesin accordance with the whistle-blowing policy.

Premier Foods continues to seek ways inwhich the Group's
internal communications framework can be further
enhanced as we recognise the value of good communication
in encouraging our ermployees towards the achievement of
common goals, We have a number of employee consultation
and communication mechanisms in place including:

* regular communication meatings with employaes within
the organisation;

s intranet site;

* specific consuliation and involvernent regarding major
changes to business operations;

I s employee questionnaires;
+ Employee Recognition Awards; and

» Premier Life, a quarterly company magazine sent to
all employees

Health and safety

- With around 16,000 employees, operating out of aver 60 sites
and against the backdrop of arguably the largest and most
ambitious multi-site rationalisation project ever undertaken
in the UK Food Sector, Premier Foods censistently and
successfully demonstrated its commitment to Health &
Safety ["H&S"]in the Workplace throughout 2008,

Building upon the H&S performance improvements set
outin the 2007 Annual Report and Accounts, the Group can
repart another year of Health & Safety improvement.

The RIDDCR Reportable Accident Frequency Rate for 2008
was 0.4 Reporiable Accidents per 106,000 hours worked,
This represents a year-on-year improvement of > 25% which
taking into accaunt the restructuring of our manufacturing
footprint in 2008 is an cutstanding improvement. It is worth
noting that in addition to our own employees, the formula
used to calculate this rate includes contractors, agency
workers and visitors to our sites. The Company regards

the inclusion of these groups as wholly appropriate and
consistent with both our moral and our legal obltgation.

We are committed to the provision of a workplace in which
ermployees feel safe and secure and have the freedom and the
support te deliver and grow as part of awinning team, As we
move Inta financial year 2009 our aim, set out in our 2009 H&S
Corporate Plan, is to improve upon the performance of 2003
and we have sat our strategy and our objectives accordingly.

As in previous years, we have identified a number of key
thernes which will inform and drive our efforts in 2009 and
these include:

1. Safety Leadership, Employee Engagement and Building
Competence:

[l  Throughout 2009 we will pravide for the H&S training
and development of our line managers through a hespake
Safety Leadership programme developed with, and
delivered by, our chosen external H&S strategic partners.

fil  Senior managers will continue to receive training
through the I0SH Safety for Senior Executives course.

i} Total Observation Process [TOPS] - through regular
time-tabted and logged safety audits of the workplace,
managers and employees have the opportunity to spend
dedicated time identifying potential safety hazards within
the working environment and menitoring processes, plant,
procedures and behaviours. Employee engagementis a
crucial part of our overall strategy and a key element in
the successful delivery of our H&S objactives and targets.

Malaad SSRUISNY

2. Premier Foods' Gccupaticnal Health and Safety
Management System:

(il During 2008. independent external OHSAS 18001/
HSG4S audits were completed at all sites which
reported very favourably cn our H&S System and
practice.

(i) Throughout 2009, independent external audits will be
carried out to the recently established British Standard
OHSAS 18001:2007 and HSG45.

3. Risk Assessments and the Principle of ALARP (as low as
reasonably practicablel:

{il  The Premier Foods™ Risk Assessment and Risk
Management process has been further developed to
apply, where appropriate, the ALARP principle more
explicitly.

(i) Workshops will be held through 2009 to provide line
managers with the skills and the compeatencies
necessary to ensure that our risk assessments are
even more effective.

Food safety and quality

A key focus during 2008 has been the development and
implementation of a Corporate Technical Standard (CTS|
which defines the technical standards against which

our manufacturing sites operate and against which they
are audited on a regular basis. We also work to ensure
Good Manufacturing Practice is embedded across all our
manufacturing sites through site Quality Managesment
Systems which help manage compliance with the CTS and
within which Food Safety Plans are embedded. As part of
this, we ensure that hazard controls are in place {or every
manufacturing process and are reqularly reviewed.
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' Corporate governance

continued

During 2008 we commenced the introduction of a group-
wide Technical Data Managemeni System to replace the
variety of legacy systems inherited during recent business
acquisition. This single system will provide a common
group-wide platform fer technical data across the business,
facilitating more efficient access to key raw material,
product and supplier data and communication with
Premier Foods suppliers.

Health and nutrition

| Consumers are at the heart of our business and we are

| committed to previding foods that meet dietary and lifestyle
© needs, through the primary elements of taste, nutrition,
quality and convenience. Our versatile brands fit well within
the food groups of the Food Standards Agency "Eat Well
Plate” enabling consumers to achieve a heaithy, balanced
diet.

Premier Foods will continue to further reduce salt as an
ingredient in all Premier Foods branded preducis in order

to achieve tha Food Standard Agencies 2010 Voluntary Salt
Targets. We are committed to removing Hydrogenated
Vegetable Oils [HVOs] from Premier Foods branded products
and, n the small number of cases, where this is not possible
due to consumer acceptability other options are being
researched. We will ensure that saturated fat levels will not
increase due to the removal of HV0s and our products will
cantain less than 2% of artificially produced trans-fats.

Premier Foods branded products are actively working
towards displaying Guideline Daily Amounts [GDAs] on the
front facing of our products packaging.

Ethical trading

Operating in global and emerging markets, we recognise
that there are always challenges within our supply base
and cpportunities for improvement. As & founder member
of the Ethical Trading Initiative [ETI], we have been active
inthe area of abour standards since 1992, Since that time
we have been working to ermnbed good practices within our
own business, to communicate our requirements te our
suppliers, and assess their performance against them.

Our approach is to ensure that as a minimum, our suppliers
comply with the requirements of the ETI Base Code

As an active member of Sedex, the web-based system for
sharing information oninternational supply chain labour
standards, we will be encouraging our suppliers to join this
initiative and share infarmation on labour standards within
their supply chains, Whilst continuing with our ongoing
programme of ethical assessments, this information will
help further focus our efforts towards those who need

it most, improving conditions fer workers supplying our
business and providing an increased level of assurance to
our customers.

Through our long-term association with the initiation and
development Sedex coupled with our election to the Sedex
Board, we have been actively involved in the development of
this key initiative. In conjunction with other Board members
and supporters of Sedex, the development of robust and
transparent governance, strategic investment in systems
and the development of new modules that have expanded
its reach into other areas including the environment have
strengthened the initiative and seen the significant growth
inits international mermbership.

Sustainable food and agriculture '
As a responsible food manufacturer, Premier Foods !
supports the Roundtable on Sustainable Palm Qil [RSPO) '
and its criteria for sustainable palm oil productionincluding
controls over the conversion of high conservation value
forest [HCVF). Our cbjective is to source ingredients in
away that minimises adverse impact on the environment.
We have set ourselves a target to source 100% Roundtable
on Sustainable Palm Qil {RSPO) certified sustainable palm
oit by 2011,

Charitable giving

In 2008, we askad cur employ=es which national charity they
would most want to support as our corporate charity. Cancer
Research UK [CRUK] was chosen following a great response
from our employees, Premier Foods has commitied to raising
£250.000in support of CRUK by the end of our partnership

in 2010.

in 2008, Premier Foods, working with a number of charitable
organisations, donated approximately 116,000 cases of food
to help feed people in urgent social need both here inthe UK
and in the developing world.

Community involvernent |
Premier Foods is cne of the largest UK food manufacturers
with around 16,000 employees across all our sites. Our
employees are our greatest asset, not only doing a great
job for our business, but also playing an active role in the
communities inwhich our husinesses are located.

In 2008, we asked all of cur sites tc identify an employee
who would be willing to take on the voluntary role of the
"Cornmunity Champion” and we now have Champions at
90% of our sites.

The Community Champions’ role is to identify worthy local
causes which the site can get involved with and also to co-
ordinate site based fundraising activities in support of our
national corporate charity.

m Premier Foods ple Annyal report and accounts 2008

For mare information www premiprf320s.00.u% I




Directors remuneration report

For the year ended 31 December 2008

This report, prepared by the Remuneration Committee

["the Committee”] on behalf of the Board, has been prepared
pursuant te Schedule 7A of the Companies Act 1985 and the
Listing Rules issued by the Financial Services Authority.

Remuneration Committee

Membership

The Committee comprised the following independent
non-executive directors during the financiat year ended
31 Decernber 2008:

! David Felwick CBE
. Louise Makin

! Chrisune Cross
Snaron Hintze

[Committee Chairman)

appointed 21 January 2008
retired 16 May 2008

Meetings

During 2008 the Committee met formally on four cccasions
with an additional three meatings held and one written
resolution passed for specific business. Details of meating
attendance are given on page 346. The Chairman, the Chief
Executive and the Director of Hurman Resources are invited
to attend the Committee's meetings, when appropriate.

Role

The Board has delegated to the Remuneration Committee
responsihility for reviewing and recommending the pay and
benefits and contractual arrangements of the Chairman,
executive directors and the Generat Counsel & Company
Secretary and for overseeing the Group's share plans and
bonus schemes,

The Committee recommends and monitors the structure
and levels of remuneration for senior managers
throughout the Group and ensures that centractual terms
on termination, and any payments made, are fair to the
individual and the Company, ensuring that failure is not
rewarded and that the departing manager’s duty to mitigate
ioss is fully recognised.

[t1s committed to principles of accountability and
transparency to ensure that remuneration arrangements
demanstrate a clear link between reward and performance.
In its work, the Cornmittee considars fully tha principles and
provisions of the Combined Code on Corporate Governance
and iis terms of reference are avaitable on the Groug’s
website: www.premierfoods.ce.uk.

Responsibilities

* toreview and recommend the remuneration policy of
executive directors and senior managers, including the
Company Secretary & General Counsel

* within this policy, agreeing individual remuneraticn
packages for the Chairman, executive directors and
senior managers;

* reviewing and recommending the terms and conditions to
beincluded in service agreements for executive directors;

» reviewing and recommending any employee share-based
Inceniwve schemes;

* reviewing and recommending changes to the rules of
employee share-based incentive schemes; and

« reviewing and recommending appropriate performance
conditions and targets for the variable element of
remuneration packages and determining the extent to
which perfarmance targets have been achieved.

Advisers

Deloitte LLP ["Deloitte”] were appointed by tha Committee
as their retained advisers in 2005, and continue to

provide advice to the Committee on matters relating to
remuneration, including best practice. During the year
Deloitte also providad valuation services to the Group.
Addizional advice in relation to the Premier Foods Co-
Investment Plan was provided to the Company by Hewitt
New Bridge Street Consultants.

The Committee consults with the Chairman and the Chief
Executive as apprepriate, and is also supported by the
Birector of Human Resourcas,

Actwvities
During the year the Committee:

+ inthe context of evelving market practice in the ecanomic
downturn reviewed the remuneration policy for executive
directors and senior managers;

« carried out 2008 salary reviews for executive directors and
Senior managers;

» reviewed and recommended the annual bonuses for
executive directors and senior executives in respect of
2007 and set the targets for the annual bonus in respect
of 2008;

» granted awards under the Premier Foods Co-Investment
Plan {"CIP"} and Premier Foods Long-Term Incantive Plan
("LTIPT;

» determined the extent ta which awards under the
Executive Share Option Scheme ["ESOS7], 2005 LTIP and
Premier Group Performance Share Plan ["PSP7) had
vested; and

+ granted awards under the Premier Foods employze
sharesave scheme ["SAYE"], which included all eligible
employees in the United Kingdom and !retand.

Remuneratien policy

Broad policy

The Comrittes has an ongoing process for maonitoring

its policies, including its arrangements for performance
related pay, against evolving market practice and relevant
guidance. This is particularly relevant recognising the share
price performance over the last year. It is also particularly
pertinent in the current climate as the breadth and depth of
the economic downiurn continues to evolve. However, the
broad policy of the Board and the Committee is to continue
to set remuneration levels so as to attract and ratain high-
calibre executives and {o encourage and to reward superior
business perfermance.
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Directors remuneration report

s continued

1

Reruneration for executive directors is intended te reward
i against criteria that are relevant and realistic but also
challenging, so that superior performance is encouraged.

I Therefore, remuneration policy will continue to be reviewed
annually and to focus on performance-related incentives,
as well as annual salary, to encourage the alignment of

Our policy is to rigorously tesl, review and set salaries at
levels not normally exceeding median for companies of a
comparable size, complexity and market share. In relation
i tobonuses and long-term incentive plans, the policy will

| continue to be to provide an opportunity for executives o
earn total remuneration packages in the upper guartile
range, but only if stretching and demanding performance
conditions are met.

The remuneration policy in place for senior executives is
designed to place emphasis on key performance objectives
and strengthening executive shareholding.

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

In determining the remuneration arrangements for
executive directors, the Committee is sensitive to the

, pay and employment conditions elsewhere in the Group,
especially when determining base salary increases [if any)
and reviews the proposed pay awards for the Company with
| the Chief Executive Officer.

| Share ownership

A minimum shareholding requirement was introduced

in 2006 whereby executive directors are required to hald

| shares with a market value at the time of purchase at least

[ equal to their annual basic salary, within three years of the

| intreduction of the guidelines or date of appointment if later.
| Details of directors shareholding as at 31 Decernber 2008
are given on page 49.

Remuneration for executive directors

The Commitiee 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,

inarriving at the balance between fixed and variable
remuneration it is agreed that the fixed portion will
relate only to annual salary, whilst the variable portion
includes both annual benuses and long-term incentive
arrangements.

For 2008, the balance between fixed and variable
remuneration for the executive directors was as follows:

Ar Targel. AL Maamum

operating objectives as well as delivering shareholder value.

Chief Executive Officer  £0% Fixed. 50% Variable  13% Fixad. 87% Variable
Finance Director 4L4% Fixed: 56% Variable  14% Fixed. 84% Variable
Chiel Operating

Otficer - Hovis 50% Fixed: 50% Variable  21% Fixed, 79% Vaniable

As the Committee has yet to determine the 2009 award
under the Ce-lnvestment Plan, as explained below,

the balance between fixed and variable remuneration
forthe executive directors in 2009 cannot ba specified.
Nevertheless the objective of the Committee for 2009 is to
reduce the maximum variable amount achievable without
increasing the fixed amount.

Base salaries

Basic salary for executive directors takes into account

the responsibilities and performance of the individual.
This is normally reviewed annually unless responsibilities
change. Salary levels are set with reference to the relevant
marketplace for companies of a comparable size and
complexity, and for 2008 were £606,900(2007:£595,000)
for the Chief Executive, £408,000 (2007 €400,000] for the
Finance Director and £352,275 for the Chief Operating
Officer - Hovis (appaointed 30 June 2008). Salary levels for
2009 for the Chief Executive, Finance Director and Chief
Gperating Officer - Hovis will not be increased and will
remain at their 2008 levels,

Annuzl bonus

At the discretion of the Committee, executive directors

are eligible to receive an annual bonus subject to the
achieverment of performance targets [which are set each
year by the Committee}. Bonus potentials are set on
anindividual basis. Executive directors are required to
defer 50% of any such bonus earned into shares in the
Company until they have built up a significant personal
sharehotding in the Company [see Share ownership
above). The deferred bonus shares will narmaliy vest three
years after their award. Generally, the deferred bonus
shares will not be forfeitable, However, in the event that
the executive’'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.

The Committee reviewed the performance targets during
the year and recommended changes to reflect the increased
importance of cash management to the business and also
to bring executive directors’ bonus arrangements in line with
other members of the Prermier Focds senior management
team. As a result performance targets for 2008 were set
such that 60% of the bonus was hased on the detivery of
trading profit, 20% was linked to the year-end debt figure
and the remaining 20% linked to the achievement of
personal performance targets. These changes were
relayed to major shareholders by letter in August 2008.

The Committee has determined thai no bonus awards

will be made to the executive directors in respect of 2008
performance. Mr Kelly received a pro rata benus of £24,01%in
respect of the period before he became an exascutive director.
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For 2009, the annual bonus will be based on the same criteria
as for 2008 and the annual bonus potentials are set at 75% of
salary for each of the executive directors [for 2008 the bonus
potential for Mr Schofield was 100% of salaryl, with atarget
level of 50% of salary. Benuses are not pensionable.

Pensions

Mr Schefield elected for enhanced pretection under the
Finance Act 2004 with effect from & Aprit 2006, and ne longer
accrues benelits under the Premier Foods Pension Scheme
("PFPS™). Instead Mr Schofield receives a payment in lieu of
pensicn accrual which is included in his satary. His benefit
accrued up to 6 April 2006 continues to be linked to his final
salary, subject to the Scheme "earnings cap”™.

Mr Thomasis a member of the PFPS which is a funded,
registered, scheme that provides benetits on a defined benefit
[final salary! basis and is contracted out of the State Second
Pension, Under the PFPS he accrues benefit at the rate of
1/45th of final salary for each year of pensionable service.
Final salaryis subjeci to a Scheme “earnings cap” equivalent
ta that previously imposed by the Finance Act 1989.

Mr Kelly is a member of the RHM Pension Scheme
["RHMPS"}whichis a funded, registered scheme that
provides benefits on a defined benefit [final salary) basis
and is contracted out of the State Second pension. Under
the RHMPS he accrues benefit at the rate of 1/30th of
pensionable salary for each year of pensionable service.
Pensionable salaryis subject to ascheme "earnings cap”
equivalent to that previously impased by the Finance Act
1689. In addition, the RHMPS is currently operating &
pensionable salary freeze.

Further details of pension arrangements can be found on
pages 52 and 53.

Other benefits

Each executive director is entitled to a car and
telecommunication services and an allowanca for personal
tax and financial planning. Each executive directoris also
provided with private health cover and permanent health
insurance. Mr Thomas is entitled to a housing allowance of
£18,301 p.a.

Other directorships

The Group is supportive of executive directors whowish to
take on a non-executive directorship with a publicly quoted
company in order to broaden their experience. They are
entitled to retain any fees they may receive. None of the
executive directors currently serve as a director of another
public company.

Share Plans

The Premier Foods Co-Investment Plan ["CIP ) is currently
intended tc be the primary long-terim incentive arrangement
for executive directors and other key individuals and looks to
ensure that those who are most abte to have a realimpacton
performance are sufficiently and appropriately incentivised.
However, during 2009 the Commitiee intends to review the
Group's ongoing strategy for long-term incentives,

The Premier Foods Long-Term Incentive Plan ["LTiP"]
has been retainad for the purposes of incentivising other
members of senior management. Individuals will not be
invited to participate in both plans inthe same year other
than in exceptional circumstances (e.g. in retation to
recruitment).

There s currentty neintention to grant further opiions to
executive directors under the Premier Foods plc Executive
Share Option Scheme ["ESOS7], other thanin exceptional
circumstances.

In 2007 the Company also adopted the Premier Group
Performance Share Plan ["PSP"). The awards granted under
this plan were made to individuals previously employad by
RHM and replaced awards previously made under the RHM
Group Perfermance Share Plan that lapsed on the date of
the completion of the RHM acquisition. No further grants
will be made under the PSP,

Awards made under the CIP, LTIP, ESOS and PSP are all
subject, in part, to Total Shareholder Return ["TSR”] hased
performance conditions. All TSR measurements for the
purposes of calculating vesting under the relevantplans
are calculated on anindependent basis by Deloitte,

Co-Investment Plan

The CIP requires participants to commit and retain a
significant amount of capital in the form of Premier Foods
shares. The purpose cf the commitmentis so that the
participants are encouraged to adopt the attitudes of
shareholders.

CIP participation is restricted to individuals who will have
arealand measurable impact on the delivery of Group
performance targets and long-term growth in shareholder
value, Based on the current senior team of Premier, thisis
considered to be 12 to 15 individuals lincluding the executive
directors). However, this number may grow to reflect
executive responsibilities, but shall not be more than 20 in
any one Plan cycle. Participants in the CIP will not be eligible
for participation in any oiher form of discretionary share
plan operated in the sama yaar other than in exceptional
circumstances.

The CIP is structured as a share matching plan. An
invesiment of shares pledged or purchasad by the
participant can be matched by Company-provided shares
on the basis of the achievement of the performance targets
over a three year period. To the extent that the performance
conditions are achieved, then the tevel of Company
matching of the purchased/pledged shares is enhanced.
At the maximum level of performance, a match oi 3:1 (i.e.
300%) Company shares is provided for the achievernent of
exceptionally siretching performance criteria.

At the time awards vest under the CIP participants will be
required to retain no less than hatf of the vested matching
shares until such time that they are no longer an employee
of the Company.

The Committee will decide the maximum level of individual
share purchases or pledges that may be made within the
terms of the CIP, taking account of Company and individual
performance. At the discretion of the Committee, the
maximum level of invested shares pledged or purchased
by executive directors is 200% of salary.
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| Directors remuneration report

:conﬂnued
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Ln respect of the 2008 grant cycle for the CIP, Mr Schofield was invited to pledge inte the plan, shares up to a value of 200% of i
salary, Mr Thomas up to a value of 130% of salary and Mr Kelly [who was appainted to the Board on 3G June 2608 up to a value of
100% of salary. All three directors decided to ptedge up to the full level of invitation. l

Attiers of participation below executive director level, the level of investment from the participant was set at a maximum of 100%
of base salary. :

Performance is measurad on the basis of strong EPS growth and by delivering shareholder returns ahead of those provided by [
the market. The Commitiee therefore agread a performance targst for the CIP awards which was based on a combination of EPS

?rowth performance measured in absolute real terms, and performance against the constituent companies of the FTSE 250 Index
excludinginvestment trusts] over a three-year period. For awards under the CIP made from 2008 onwards a 3 month averaging |
pericd will be used for the purposes of calculating TSR. The interaction between these two key performance criteria for the 2008
grant cycle was as follows: ]

Potential mateh available as % of executive share pledge

17.0%+ 0% 0% 50% 100% 150% 200% 250% 300% 300%

14.0% <17.0% C% 0% 0% 50% 100% 150% 200% 250% 308

11.0% <14.0% 0% 0% 0% 0% 100% 150% 200% 250% 250%

Real EPS B.0% <11.0% 0% 0% 0% 0% 50% 100% 150% 200% 250%
growth p.a. 5.0% < 8.0% 0% 0% 0% 0% 50% 100% 100% 150% 200%
< 5.0% 0% 1% 0% 0% 0% 0% 100% 100% 150%

10th 20th 30th LGih 30th 40th 70th Bth 90th

Percentile Percentite Percentile Percentile Percentile Parcentile Percentile Percentile Percentile
| TSR sganst FTSE 250 index constituents

It should be noted that a combination of truly exceptional real annual EPS growth and TSR market out-performance is therefore
required for the maximum match. The Committes believes that the performance scale represents a truly exceptional level of
stretch which will require a confluence of both internal and externalfactors,

The Committee has determined that the CIP will be retained {or the 2009 grant cycle which will take place following the
completion of the capital structure review and will take effect from the start of the year. As in pravious years, performance will
be measured on the basis of strong EPS growth and delivering shareholder returns which cutperform the market. Itis intended
that the EPS and TSR targets will continue to be structured as a performance matnx, to make payouts co-dependant on strang
performance against both metrics,

However, it has been determined that the precise targets for the matrix and vesting levels will not be set until the capital structure
review has been completed. Following the capital structure review, the Committee will be better able to define targets that are
suitably appropriate and robust in the context of the financial position of the Cornpany at the time. [t remains the objective of the
Committee that truly exceptional EPS and TSR performance will be required for the maximum match to be achieved.

For the 2009 grant cycle, Messrs Schofield, Thomas and Kelly will not be invited to participate under the CIP by reference to a
multiple of salary as in previous years. Instead, the invitation levels are expected to be comparable to the 2008 awards in terms of
the number of shares which may be pledged. The Commitiee believes this to be an appropriate recognition of recent volatility in
the Ccmpany's share price.

There is no retesting of performance conditions under the CIP. To the extent that performance conditions are not meton the
vesting date, all matching awards shall lapse.

Long-Term Incentive Plan ) ] .
Awards under the LTIP have been made since 2005 [see page 51]. ltis not currently iniended that the executive directors will
participate in future awards.

Following the approval and implementation of the CIP, the Committee also reviewed the performance conditions of the LTIP.
The Committee decided that the performance conditions used far the CIP should alse apply to the LTIP. in order to align all levels
of senior management. The same will apply for the 2009 grant cycle.

Vesting of awards under the LTIP will therefore be subject to a combination of EPS growth and TSR-based perfermance conditions,
as measured over a three-year period. The vesting schedule for the CIP [as detailed abovel will also apply to future awards made
under the LTIP, with the exception that no investment shares will be required in order to qualify for matching shares. As with the CIP
a three month TSR averaging period has been adopted for awards under the LTIP made from 2008 onwards.
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The maximum value of initial awards under the LTIP is 33.3% of base salary with the potential to achieve up to three times this
award [i.e. 300% match] for exceptional EPS and TSR performance. As in previous years, awards far full vesting therefore remain
capped at 100% of base salary.

1894 34 JO MAIAIAAQ

As with the CIP, there will be no retesting of perfermance conditions under the LTIP. To the extent that performance conditions are
not met an the vesting date, LTIP awards shall lapse,

The Committee may determine that alternative secondary performance conditions might apply for future awards under the LTIP.

Following the end of the performance period for the 2003 LTIP in 2008 the Comrmittee determined that the required TSR
perfarmance conditions had not been achieved and the award lapsed in full,

Premier Group Performance Share Plan :
As part of the integration of the RHM business into the Premier Foods Group former RHM employees whe held outstanding RHM
share awards were given the opportunity to receive proportionate replacement Premier Foods awards. The size oi these special
“rellover” awards correspond to the 2005 and 2006 RHM PSP awards which lapsed due to the pro-rating of the awards, as a result
of the acquisition.

The performance conditions applicable to these replacement awards are identical to the performance conditions on outstanding
Premier Foods LTIP awards for the equivalent performance periods. The Committee believed that this was the most appropriate
way of aligning atltevels of senior managemeant throughout the enlarged Premier Foods Group.

Following the end of the performance period for the 2005 PSP in 2008 the Committee determined that the required TSR
performance conditions had not been achieved and the award tapsed in full,

MSIAT] SSQUISI’\E

The awards under the 2006 PSP awards will ordinarily vest in July 2009, subject to continued employment and the same
performance conditions as applied to the 2006 LTIP award. Ne further awards wiil be granted under the PSP.

Share options
The Premier Foods ple Executive Share Option Scheme (the "ESOS7]

The Company adopted the ESQS at the time of Admission in 2004. Optiens granted under the ES0OS may be exercised between
+ three and 10 years after grant provided that the applicable performance criteriz have been met.

Options were granted to executive directors under the ESOS 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 to a performance
condition hased on TSR, and the third portion (representing the other 50% of the total awardl is subject to a performance condition
based on adjusted EPS. The performance conditions [which are summarised in the table below] were chosen because they align
the interests of executive directors with those of shareholders.
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TSR; against select
TSR: aqainst FTSE 250 comparator group EPS
25% of Option 25% of Option 50% of Option
50% of the above poertion vests for Full vesting of the above portion if Increase in adjusted earnings
median performance, rising the Company is in first or second per share must be equal or -
on a straight-line basis to full vesting position of the comparator group: exceed the cumulative increase 2
for upper guartile performance. 75% of the above portion if the in the retail price index plus 3% ]
Company is in third position. per annum, aver the three-year )
50% of the above portion if the performance period, by
Company is in fourth pesition. 3
None of the above portion if the 2
Company is below fourth position. @
No retesting No retesting One retest at end of fourth year
{from same base year)
|
In respact of the 2004 ESOS awards. the performance periods for the two TSR portions of the award ended during 2007. Following |
independent review of performance, the Committee decided that 37.5% of the total award vested and became available for
exercise; accordingly 12.5% of the award lapsed on this date. The remaining 50% of the award, which is subject to EPS targets —
was cansidered by the Remuneration Committee during the year. As the performance target was not met, the Remuneration o
Commitiee will consider a final re-test following the 2008 year-end, &
No further options will be granted under the ESOS, other than in exceptional circumstances [e.g. in relation to recruitmentl, . Z;
3
3
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Directors remuneration report

continued

I
| Performance graph
| The following graph shows the TSR performance of the Company since listing in July 2004, against the FTSE 250 [which was
} chasen bacause 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 Company's key comparators).

| TSR was calculated by reference to the growth in share price, as adjusted for reinvesied dividends.

Premier Foods total shareholder return since listing relative to appropriate comparators

|
|
|

All employee share schemes

The Company offers annusl invitations to employees to participate in Savings Related Share Gption Schemes and in 2007 this was
extended toinclude all Republic of Ireland-based employees. Executive directors may also participate in the Company's Savings Related
Share Option Scheme, on the same basis as all other employees. There are no performarice conditions attached to these schemes.

Service agreements

The Committee periodically reviews the Company's policy on the duration of directors’ service agreements, and the notice periods
and termination provisions contained in those agreements, The current policy of the Committee is that notice pericds contained
inexecutive directors service contracts should be limited to 12 months lother than in exceptional circurmstances, such as for the
purposes of recruitment) and that provisians for ezrly terminatien sheuld reflect prevailing market practice.

Executive directors have service agreements that continue until terminated by 12 months’ notice on either side. Both Mr Schofield’s
and Mr Thomas' service agreements are dated 20 July 2004 and Mr Kelly's service agreement is dated 11 February 2009.

In the event of early termination [other than for a reason justifying summary termination in accordance with the terms of the
service agreement] the Company may [but is not obliged to] pay to the executive director. in lieu of notice, & sum equal to the
annual value of the executive director's then salary, benefits, pension contributions and on-target bonus [calculated ona prorata
daily basis) which he would have received during the contractual notice period the sum of which shall be payable in 12 monthly |
instalments To the extent that the executive director receives any sums as a resuit of alternative employment or provision of !
services while he is receiving such payments from the Company, the payments shall be reduced by the amount of such sums. \
|
|

The service contracts of executive directors do not pravide for any enhanced payments in the event of a change of control of
the Company.

None of the nen-executive directors have emptoyment contracts with the Company. However, 2ach has enteredinto a letter of l

appointment with the Company confirming their appointment for periods ranging from two to three years, unless terminated

by either party giving the other one month's written notice. The appointments are subject to the provisions of the Companies ‘

Act 1985 and 2006 and the Company’s Articles of Assaciation, in particular the need for periodic re-election. Continuation of an

individual non-executive director’s appointment is also contingent on that non-executive director’s satisfaciory performance, |

whichis evaluated annually. l
1

There are no provisians for compensation being payable upon early termination of an appointment of a non-executive director,
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| Details of non-axecutive appointment periods appear below: g
! 2
i Date of initial [ate of current ‘ ] ] ‘g'
| appointrment _ appointment letter, Expiry Date Notice Period Q.
i David Kappler 19 July 2004 14 June 2008 13 June 2010 One month - 5
David Felwick CBE 19 tuly 2004 20 July 2007 19 July 2010 One month 3
Louise Makin 1 Cctober 2006 1 October 2006 30 September 2009 Onemonth {2
| tan McHoul 19 july 20C4 20 July 2007 19 July 2010 One month ¢
, David Beever 21 January 2008 21 January 2008 20 January 2011 One month
| Christine Cross 21 January 2008 21 January 2008 20 January 2011 One month
! Directors' interests in ordinary shares
i The interests of directors all of which are beneficial at the beginning and end of the year in shares in Premier Foods plcwere: i
. Fully paid Ordinary Share of 1p each @
As at As at 5
31.12.08 10200, 2
I Rohert Schofield 1,820,043 1,163,040 | &
Paul Themas 702,800 76836 | &
Tirn Kelly {appeinted 30 June 2008) 50,000 - |2
David Kappter 373,522 747,558
David Felwick CBE 104,772 74,418
Louise Makin 28,283 4,000
lan McHoul 84,418 B4 418
Navid Beever (appeinted 21 January 2008) 75,000 -
Christine Cross (appointed 21 January 2008) 40,293 -

shares between 31 December 2008 and 3 March 2009,

Information subject to audit

Directors share interests include the interests of their spouses, civil partners and infant children, or step children as required
by Section 822 of the Companies Act 2004, There were nc changes in the beneficial interests of the directors in the Company's

Remuneraticn of executive directors’ for the year ended 31 Decernber 2008
Details of the payments made to executive directors in respect of the year ended 31 December 2008 are shown below:

Salary & Annual
Fees Bonus Benafits® Total Total
2008 2008 2008 2008 2007
E £ £ £ £
Robert Schefield” 638,845 - 19,618 658,463 734,805
Paul Thomas 418,000 - 24,483 442,483 489751
Tim Kelly™ 196,586 - 14,172 210,758 -

[2) Appointed as a director on 30 June 2008,

(1l Inciuded in the figure for Mr Schofield's salary and fees is a supplement in liev of pension of £3£,920 [2007: £33.840},

[3)Benefits include payments made in relation to housing, tax advice, private health insurance and carand fuel cost,

|
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l Directors’ remuneration report

]conﬁnued

s —————

Rernuneration of non-executive directars

The remuneratian of the non-executive directors is determined by the Chairman and executive members cf the Board, and the

remuneration of the Chairman is determined by the Remuneration Cammittee. Details of the payments made to non-executive !

directors are shown below: |
|
I
|

Total Fees Total Fees

2008 2007

£ £

David Kappler 233,450 206500
David Felwick CBE 71,875 468250
Sharon Hintze 23,250 54,250 |
Louise Makin 54500 54250
|§n ;\chHoul ) 69,375 66375 |
avid Beever? 53,710 Nil |
Christine Crosst? 53,710 Nil
|

{11Sharon Hintze retired at the AGM on 14 May 2008,
[2]1 David Beever and Christine Cross joined the Group in January 2008.

From 1 April 2008, the basic fee for a non-executive director, which includes Committee Membership Fees, increased to £57 000
{2007: £55,0001 . The basic fee for the Chairman of the Group was increased to £234,600 {2007 £230,000]. The Chairmen of the
Remuneration and Audit committees receive £10,500 and £13,000 respectively and the senior independent director receives an
additional fee of £5,000. There are no changes to the fees for the Chairman and other non-executives for 2009.

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

Directors’ interest in share options
At the beginning of the year and at 31 December 2008, the following directors had options to subscribe for shares of 1 pence each
granted under the terms of the Premier Foods plc Executive Share Option Scheme or Savings Related Share Option Scheme:

|
f Lapsed/
Options Granted Exercised Cancelled Options Adjusted
I asat during during during asat exercise Exercise
31.12.07* the Year the Year the year 31.12.08 Price Period |
Robert Schofield 1,108,910 - - - 1,108910  169.65p 230707 -22.07.14 ?
20782 - - 2078 - 18227p 01.06.08~30.11.08
3,0129 - - 3.012 - 18622p  01.06.09-30.11.09
- 9, 7607 - - 9.760 72.00p 011211 -31.05.12
i Paul Thomas 660,188 - - - 660188  169.65p  23.07.07-22.07.14
| 2,079 - - z2078 - 18227p 01.06.08-30.1108
2,938 - - - 2938 19600p 01.1210-31.0a.11
l - 4 853 - - 4,853 72.00p  01.12.11-31.02.12
| Tim Kelly 3,918+ - - 3918 - 19600  01.3230-31.051
! - 9,760 - - 9,760 7200p  01.12.11-31.05.12

* Or date of appointment if later.

{1} Cptions granted under the Premier Foods plc Executive Share Option Scheme and subsequently adjusted for the rights issue on 14 August 2004,
The portion of the award relating to TSR-based measures became partially exercisable in 2007 and the award lapsed to the extent performance
conditions were not met. The portion of the award subject to EPS performance targets was assessed by the Committee in 2008 and the performance
target was not met. Under the rules of the award there is prowision for one re-test which will take place following the 2008 year-enc.

(2) Options granted on 15 April 2005, under the Premier Foods ple Savings Related Share Option Scheme and subsequently adjusted for the nghts
1ssue of 14 August 2006, Exercise of these options are not subject to any performance conditions. The options vested during the year and lapsed
unexercised on 28 November 2008,

{3) Options gransed on 18 April 2006, under the Premier Foods ple Savings Related Share Option Scheme and subsequently adjusted for the nghts
1ssue of 14 August 2006, Trese options were cancelled during the year,

[4] Options granted on 5 Dctober 2007, under the Prermier Foods ple Savings Related Share Option Scheme, These opiions were cancelled during
the year. |

(5] Options granted on 14 October 2008, under the Premier Foads ple Savings Relaled Share Option Scheme, Exercise of these options are not subject ‘

to any perfarmance conciiions.

On 31 December 2008 the market price of ordinary shares of Premier Foods plc was 30.5 pence and the range during 2008 was
16.25 pence to 204,75 pence.

There were no changes in the options held by the directors between 31 December 2008 and 5 March 2009, The Register of
Interests, which is open to inspection, contains full details of directors’ shareholdings and options.
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Co-Investrment Plan
The following table shows the executive directors’ interests in shares awarded under the Premier Foods Co-Investment plan.

1094 By] J0 MBIALBAQ

End ot
pariod when
Market qualifying
price Maxirnurm conditions
| on date Number of matching must '
Award Date of Award _shares pledged Award bemet !
| Robert Schofield 16,0507  31550p 390,163 1,170,489 16.05.10
) 15.04.08  125.50p 1,010,826 3,032,478 15.04.11
I Paul Thomas 16.03.07 315.50p 195,721 590,163 16.03.10
| 15.04.08 12530p 509,660 1,528,980 i5.04.11
| Tim Kelly 16.05.07  315.20p 59.000 300.000 16.05.10

15,04.08  125.50p 157,350 800,091 15.04.11

The vesting of maximum awards under the CIP for awards made in 2007 and 2008 will be measured against a performance target
which 1s based on a combination of EPS growth performance measured in abselute real terms, and performance against the
constituent companies of the FTSE 250 Index (excluding investment trusts) over a three-year period. The interaction between
these two key performance criteria is shown on page 46,

Long-Term Incentive Plan
The following table shows the executive directors interests in shares awarded under the LTIF prior to the introduction of the CIP.

These figures represent the maximum potential award.

MIINDL SSBUISF\&

End of

period when

Market qualifying

price Lapsed ¢onditions

ondate  Awards helg during  Awards held must

Award Date of Award 31.12.07" the year 31.12.08 be met

Robert Schefield 26.05.031" 302.50p 182,849 182849 - 260508
13.06.061" 289.75p 198,155 - 198,155 13.04.09

Paul Thomas 260505 30250p 107,251 107,251 - 26.05.08
13.04.08" 289.75p 114373 - 114,973 13.04.09

Tirmn Kelly 18.04.07 304.00p 37,676 37676 - 22.07.08
18.04.07% 304.00p 72,685 - 72,685 13.04.09

* Ordate of appointment if later.
1] Awards for 2005 and 2006 have oeen adjusted for the rights issue on 14 August 2006.

[2) Awards granted under the Premier Group Performance Share Plan [PSP] as “rollover” awards in respect of awards which lapsad under the
2005 and 2004 RHIM PSP following the acquisition. The performance conditions applicable to these replacement awards are identical to the
performance conditions on outstanding LTIP awards for the equivatent performance periods.

For awards made in 2005 and 2006 vesting is subject to the fulfilment of TSR-based performance conditions measured over
athree-year period against appropriate camparators. Relative TSR performance will be measured against two appropriate
comparator groups: 50% based on performance measured against the FTSE 250 [exciuding investment companies] and 50%
based on periormance measured against a group of relevant companies from the foed sector. For both parts of awards, 30%
will vest for median parformance, rising on a straight-line basis to full vesting for upper quartile performance.

In addition, to ensure that underlying financial performance is also achieved, vesting of awards will be subject to the minimum
requiremeant that Premier Foods  EPS must have exceeded the growth in the UK Retail Prices Index by an average of at least 2%
per annum, over the performance period.

For awards in 2007 the performance conditions used for the LTIP were aligned to those used for the CIP. Vesting of awards under
the LTIP is therefore subject to a combinaticn of EPS growth and TSR-based performance conditions, as measured over a three-
year pericd and the vesting schedule for the CIP (as detailed above] will also apply.

Foliowing the end of the performance period far the 2005 LTIP and PSP in 2008 the Commitiee determined that the required TSR
performance conditicns had not been achieved and the awards lapsed in full.
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Directors’ remuneration report

'continued

e ———— . .
Pension entitlements
The following tables set out information on the defined benefit pension entitlements of the executive directors under the PFPS: |

Total

accrued Increase in

Years benefit at Increasein  accrued benefit
e at service at 31 December accrued benefit  during the year, |

31 Decernber 31 December 2008 during the year excluding inflatien
. 2008 2008 £ £ g |
| Robert Schofield 57 4 years 9.377 375 (I
! 10 months !

. Paul Thomas 53 6 years 16,322 3,000 2,334

| 6 months

Tim Kelly 51 Syears 18,133 3,400 2.663
4 months E

For each director, the total accrued benefit at 31 December 2008 represents the annual pension that is expected to be payable
on eventual retirement, given the length of service and salary [subject to the earnings cap) of 2ach director at 31 Decemnber 2008,
The increase in accrued benefit earned during the year represents the increase in this expected pension [including the effect of
inflation) when compared with the position at 31 December 2007.

The increase in accrued pension excluding the effect of inflation over the year is also shown.

| Requirernents under: Schedule 7A of the Companies Act 1985 The Listing Rutes
\ Increase in Transfer value
I Transfervatueat  Transfer value at transfer value of of the increase
NI207cftotal  31.12.09 of iatal accrued berefit in accrued benefit,

I accrued benefit  Accrued benefit during the year excluding inflation
£ £

Rabert Schofield 115,100 124,200 9,100 0
Paul Thomas 143,600 17¢,000 35,400 25,600
Tim Kelly 180,400 237.500 49,100 21,600

Mr Schofield's disclosure has been restated following information gained concerning his retained benefits. Inclusion of these
benefits restricts Mr Schofield's acerued benefits to 5 April 2004 to 60ths of the earnings cap as at 31 December 2008, giving an
accrued pension of £9,377 and corresponding transfervalue of £124,200. For the 31 Decernber 2007 Director’s Disclosures, his
benefit had been based on 30ths of the earnings cap giving an accrued benefit of £18,004 and a corresponding transfer value of
£230,100. Had these been based on 60ths of the earnings cap the accrued benefit at 31 December 2007 would have been £9,002
and a correspending transfer value of £115,100.
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]

I Alt transfer values have been calculated on the basis of actuarial advice in accordance with Actuarial Guidance Nate GN11 ! e
[ published by the Institute of Actuaries and Faculty of Actuaries, dated &th April 2001. The transfer values of the accrued 2
entitlement represent the value of assets that the pension scheme would need to transfer to another pension provideran 2
transferring the scheme’s liability in respect of the director’s pension benefits. They do not represent sums payable to individual | %
directers and therefore cannot be added meaningfully to annual remuneration. 2
For each director, the increase in transfer vatue of accrued benefits under the requirements of Schedule 7A of the Companies 2
Act 1985 is the amount obtained by subtracting from the transfer value of the total accrued benefit at 31 December 2008 the |
| corresponding transfer value at 31 December 2007. The transfer value of the increase in accrued benefits under the Listing Ruies
| is the transfervalue at 31 December 2008 of the increase in accrued benefits during the period, excluding inflation. :
I The transfer values disclosed above do nat represent the sum paid or payable to the individual director. Instead, they represent !
i a aotential liability of the pension scheme. |
!
' E
' fe
K
E
2

Chairman of the Remuneratiocn Committee
: Premier Foods ple
i 5 March 2009

I David Felwick
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The Group

We hava audited the Group financial statements of Premier
Foods plc for the year ended 31 December 2008 which comprise
the consolidated incorne statement, the consolidated balance
sheal, the consolidated cash flow statement, the consclidated
staternent of recognised iIncome and expense and the related
notes. These Group financial statements have been prepared
under the accounting policies set out therein,

We have renortad separately on the Parent Company
financial statemeants of Premier Foads plc for tha year endad
31 Decernbar 2008 and on the informatian in the Directors’
Rzmuneralion Report that is describad as having baen audited,

Respective responsibilities of directors and auditors

The directors responsibilities 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 set outinthe
Statemant of Directors Responsibitities.

Our responsihilityis to audit the Group financial statemeants in
accerdance withrelevant legal and regulatory requirements
and Internationz| Standards on Auditing (UK and Ireland). This
report, ncluding the opinion, has been prepared for and anly far
the Company's members as a bedy in accardance wath Section
235 of the Companies Act 1985 and for no olher purpose. We do
not, Ingiving this opinion, accept ar assuma responsibility for
any other purpese or to any other person to whom this report is
shown ar into whose hands it may come save where exprassly
agraed by our prior consent in writing.

We report to you our opinion as to whether the Group financial
staternents give a true and fair view and whether the Group
financial statements have been properly preparedin
accorrdance with the Companies Act 1985 and Article 4 of the
|AS Requlation. We also report to youwhether in our opinion
the information givertin the Girectors’ Report is consistent with
the Group financial statements. The infermation givenin the
Chrectors’ Report includes that specific information presented
inthe Chairman’s statement, the Chief Executive’'s surnrmary,
the Business Review and the report en Corporate Governance
that is c.ross referred from the Business Review section of the
Directors Report.

In addition we report to you if, in eur opinion, we have not received
all the information and explanations we require for our audit, or
if infermation specifiad by law regarding directors remuneration
and other transactions is not disclosed.

We review whather the Corporate Governance Statement
reftacts tha Company’s compliance with the nine provisions of
the Combined Code [2006] specified for cur review by the Listing
Rules of the Financial Services Authority, and we report if it
does not. We are not reguired to consider whether the Board's
staternents oninternal control caver all risks and controls, or
form an opinion on the effectivenass of tha Group’s corporate
governance srocedures or its risk and cenirel procedures.

We read other infermation contained in the Annual Report and
considerwhether it 1s consistent with the audited Group financial
staternants. Thz othar information comprises anly the Directors
Report, the Chairmzn’s statemant, the Chief Executive’s
surnmary, the Business Review, the report on Corporate
Governance, the unaudited part of the Remuneration Report
and all of the other iInforration listed on the contents page. We
consider the implications for cur report if we become aware of
any apparent rmisstatements or materiat Inconsistencies with
the Group financial statemants. Qur raspansibilities do not
extend to any other information.

Independent auditors report to the
members of Premier Foods plc

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 atest hasis,
of evidence relevant tothe amounts and disclosures in the
Group financial statements. It alsoincludes an assessment of
the significant estimates and judgments rmade 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 obtain all the
information and explanations which we considered necessary

in orderto provide us with sufficient evidance to give reasonable
assurance that the Group financial statements are free from
material misstaternent, whether caused by fraud or ather
irreqularity or error Inforrming our opinion we also evaluated the
overall adequacy of the presentation of informaiion in the Group
financial staternents.

Opinion

In our opinion: N

* The Group financial statements give a true and fairview, in
accordance with IFRSs as adopted by the European Union, of
the state of the Group's affairs as at 31 Decermber 2008 and of
its loss and cash flows for the year then ended;

* The Group financial statemests have been properly prepared
inaccordance with the Cornpanies Act 1985 and Article 4 of the
IAS Regulation; and

+ Theinformation given inthe Directors’ Reportis consistant
with the Group financiat statements.

Emphasis of matter - going concern

In forming our opinion on the financial statemeants, which s nat
quatified, we have considered the adequacy of the disclosure
made innote 2.1 to the financial staterments concerning the
Group's ability to continue as a going concern. The matters
explained innote 2.1 tothe financial staternents relating to

the equity fundraising, indicate the existence of a material
uncertaintywhich may cast significant doubt about the Group's
ability 1o continue as a geing concern, The financial statements
do notingude the adjustments that would resutt if the Group was
unahl;-é:on:mue asagoing concern. (A(g
PricewaterhouseCoopers LLP

Chartered Accountants and Registerad Auditors

Lendon
5 March 2009

Motes:

la) The maintenance and integr ity o the Premier Foods pleweosite 1s the
responsibility of the directors, the work carned out by the aud tors does
not invelve corsideration of these matters and, accordingly, the auriors
zcceptno resgensibility for s~y changes that may have accurregiotha
financial staternenis sinca they were initially presented cn the weksie,

[bl Legislation in the United Kingdom governing the preparationand
dissemination of financiat stataments may differ from legistationin
other jurisdictions.
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Independent auditors reporttothe

members of Premier Foods plc

The Company

Wa have zudited the Parani Company financial statements of
Premiar Focds pic for the year ended 31 Decemnber 2008 which
comprise the Balance Sheel and the related notes. These
Parent Company financial statements have been prepared
under the accounting policies set out therein, We have also
audited the information in the Directors’ Remuneration Report
that is descrbed a5 having bean audited.

We have reported separatelyon the Group financial statemeants
of Premiar Faods ple for theyezr ended 21 December 2008.

Respective responsibilities of directors and auditors
The directors responsibilities for preparing the Annual Report,
tha Directors’ Remuneration Report and the Parent Cempany
financial staternents in accardance with applicable law and
United Kingdom Accounting Standards [United Kingdom
Generally Accepted Accounting Practicej are set outin the
Statemnent of Directers’ Responsibilities.

Our responsibility is to audit the Parent Cornpany financial
staternents andthe part of the Directors’ Remuneration Report
10 he audited in accordance with ralevani legal and requlatory
requiremants and International Standards on Auditing (%
and Ireland). This report, including the opinion, has been
prepared far and only for the Company's members as a hody
in accordance with Section 235 of the Companies Act 1¥85 and
far no other purpose. We da not, in giving this apinion, accept
or assume rasponsibility for any other purpose or to any other
person to whorn this report is shown or into whose hands it
may come save where expressly agreed by cur prior consent
inawriting.

Wa rapart to you our apinion as to whether the Parent Company
financial staterments give a true and fair view and whether

the Farent Company financial staternenis and the part of

the Directors Remuneration Report to be audited have been
properiy prepared in accardance with the Companies Act 1985.
We also report to you whether in our opinion the information
givenin the Directors’ Reportis consistent with the Parent
Company financial statemeants. The information given inthe
Directors Reportincludes that specific infarmation prasented
intha Chairman's statement, the Chief Executive’s summary,
the Business Review and the report on Corporate Governance
thatis cross referred from the Business Review section of the
Cirectors’ Report.

In additionwa report to you if, in our opinion, the Company has
nct kept proper accounting records, if we have not received all
the information and explanations we require for our audd, or if
information specified by law regarding directors remuneration
and other transactions (s not disclosed.

Wa read other information contained in the Annual Report

and consider whether it is consistent with the audited Parent
Company financial statemeants. The other information
comprises only the Oirectors’ Report, the Chairman’s statement,
the Chiet Executive’s summary, the Business Review, the
report on Corporate Governance, the unavudited part of the
Remuneration Report and all of the other infermation listed on
the contents page. We consder the implicanions for our report
if we become aware of any apparent misstatements or material
Inconsistencies with the Parent Carmpany financial statements.
Our responsinilities do not extend to any other information.

Basis of audit opinion

Wa conducted cur audit in accordance wath International
Standards on Auditing (UK and Irelandlissued by the Auditing
Practices Board. An audit includes exarmination, on a test
basis, of evidence relevant to the amounts and disclosures in
the Parent Company financizl 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 directers in the preparation of the Pareni Company
financial staternents, and of whether the accounting policias
are appropriate to the Company's circumstances, consistenily
applied and adeqguately disclosed.

We planned and performed our audit so as to obtain all the
information and exglznations which we considered necessary
inorder to provide us with sufficient evidence to give reasonable
assurance that the Parent Company financial staterments and
the part of the Directors’ Remuneration Report to be audited

are free from material misstatermnent, whether caused hy

fraud or otherirregularity or error In forming our opinion we
also evaluated the overall adequacy of the presentation of
infarmationin the Parent Company financial staterments and the
partof the Directors’ Remuneration Report to be auditad.

Cpinion

[n aur opinion: /

» Thé Parent Company financial staternents give a true andfair
view, in accardance with United Kingdom Generally Accepted
Accounting Practice, of the state of the Cormpany's affairs as
at 31 Decernber 2008;

» The Parent Company financial statements and the part of
the Directors’ Remuneration Report to be audited have been
properly prepared in accordance with the Companies Act
1985; and

e Theinformaticn givenin the Directors’ Reportis consisient
with the Parent Company financial statements.

Emphasis of matter - going concern

In forming our apinion on the financial siaternents, which is nat
qualified, we have considered the adequacy of the disclosure
macde in note 1 tothe financial statements concarning the
Company's ability to continue as a going concern. The matters
explainedin note 1to the financial statements relating to

the equity fundraising, indicate the existence of a material
uncertainty which may cast significant doubt about the
Company's ahility te continue as & geing concern. The financial
statements do not include the adjusiments that would resuli if
the Company was unable to contipge as a going concern.

W TPV I 50
PricewaterhcuseCoopers LLP

Chartered Accountants and Registered Auditors
London
5 March 2009

Motes:

lal The mainteranca snd intecrity of the Premier Foods olc website
is the responsibi.ity of the direciors: the work czrnied out by the
auditors dees not involve consideration of these mattersand,
accordingly, the auditors accept no respensibel ty for any changes
t~at may have cccurred to the rancial stater-ents since they ware
intially presented on the website.

[b) Legisiation in the United Kingdom governing the preparation and
dissermination of financial slaterents may differ from legisial caon
other jurisdictions, .
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l
| Consolidated income statement

Year Year
ended ended
31 December 31 December !
2008 2007 !
Restated)”
Mote Em Cm i

Continuing operations '
2,603.6 21252 i

Turnaover 4

Cost of sales 1,819.5) [1.£76.4)
Gross profit 784.1 6486
Selling marketing and distribution costs [351.01  (2v2.9];
Adminisirative cosis (478.2)  127%.2]
Net other operating income 4.6 2.5
Operating (lossl/profit b {40.5) 72.0
Before exceptional items 256.0 2307
Impairment of geadwill 3 1194.4} -
Other exceplional items 5 1102.1) (1387
Interest payable and other financial charges 8 (186.1)  {145.4)
Interest receivable and other financial income 8 41.6 268
Maverment on fair valuation of interest rate swaps 8 1218.9) (31.0)
Loss before taxation for continuing operations {403.9) {77.8)
Taxauan credit 9 30.6 39.8
Loss after taxation for continuing operations 1373.3) (37.8)
Loss from discontinued operations 16 (70.5] (25.5)
Loss for the year attributable to equity shareholders [443.8] [63.3]

Bastc and diluted loss per share [pence) 1 (52.5] 8.2]
Basic and diluted loss per share [pence] - continuing 11 (44.2] [4.9]
Besic and diluted loss per share [pence) - discontinuad 1 (8.3] (3.3]
Adjusied earnings per share [pence) 1 16.3 15.4

- Comparatives have been ras:ated 1o reflect the classification of Marune Spécialitds S.A.5,, Le Pain Creustillant and Sofrapain S.AS. as
mscontinued oparalions,

The notes on pages 4010 106 form anintegral part of the consolidated financial statements,

S S
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Consolidated balance sheet

T

Asat fsmt | D
31 December 3! December | g
2008 2007 3
Restated]” " 2
Mote Em [
ASSETS: 3
Nen-current assets | &
Property, plant and equipment 13 4389 6071 |~
Goodwill 14 1,371.3 16495
Other intangible assels 15 1,159.5 12378
Retirement benefit assets 25 163.7 -
Total non-current assets 3,333.4 34944
Current assets
Assets held for sale 17 124.4 306 |—
Inventories 18 238.8 2084 | @
Trade and other receivables 19 337.0 37289 | §
Financial assets - derivative financial instruments 22 21.2 85 |2
Cash and cash eguivalents 29 40,8 239 )%
Totat current assets 762.0 600.3 fu
Total assets 40954 40947 |
LIABILITIES:
Current lLiabilities
Trade and other payables 20 {539.8) (538.5)
Financial liabilities

- short-term borrowings 21 1174.8)  (112.7]

- derivative financial instruments 22 1250.3) [25.4)
Accrued interest payable (22.8) {12.9)
Provisions 24 [23.6) [54.6) 1 &
Current incorne tax liabilities 4.1 8.1} |8
Liabilities held for sale 17 (546.5) -1z
Total current liabilities (1,070.91  (754.4) ['E
Non-current liabilities z
Financial liabilities ~ long-term berrowings 21 (1,632.8) (152971153
Retirernent benefit obligations 25 [175.2)  [1232]1%
Praovisions 24 128.1) [18.4])
Other liabilities (2.7 (1.1
Deferred tax liabilities 23 193,10 [207.4])
Total non-current Liabitities (2,031.7) [1.880.0)
Total liabilities (3,103.6) [(2,634.4)
Net assets 791.8 14603 BN

3
EQUITY: §
Capital and reserves =
Share capital 24 B.S 85
Share premium 27 760.6 7606 W8
Merger reserve 27 8907 890.7 I
Other reserves 27 [23.0 (3.1)
Prefit and loss reserve 27 1645.1]  [196.5]
Capital and reserves attributable to the Company’s equity shareholders 991.7 1.460.2
Minority interest 27 0.1 0.1
Total sharehalders’ funds 991.8 14603

*The 31 Dec 2007 cornparatives have been restated for IFRS 3 iaw value agjusiments on the acquisition of RHM plc.
The notes pa paqes 60 to 106 form an integral part of the consolidated financial siatements.
Signg {f of the Board of Directors, who approved the financial statements on 5 March 2007,

UMBWIGIU lE!:;l](‘Jl'I-‘ lEqS

S Y / C-’L—«c%

Dert Stinfeld — Paul Thomas
Director and Chief Executive Finance Director
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Premier Foods plc - Company Financial Statements

The following siatements reflect the financial position of the Company, Premier Foods plc as at 31 December 2008 and 2007, g
These financial statements have been prepared in accordance with Generally Accepted Accounting Standards inthe United z
Kingdam ("UK GAAP"]. Tha directors have taken advantage of the exemplion available under section 230 of the Companies Act g
198% and not presantad a profit and loss account for the Cempany alone. )
Balance sheet E
B T T T &5 3t 31 Dacermber k
2008 2007
Note £m Em
Nen-current assets |
Investments 3 1,740.6 17393
|
Deferrzd tax assets 1.0 1.0 |
Current assets @
Debtors A 232.8 3604 | &
' Cash at bank 0.3 03 13
Total assets 1,974.7  2101.0 |5
Current liabilities :
Creditors 5 14391 (27.0)
Total liabilities (43.9]  [(127.0]
Net assets 1,930.6 19740
Capital and reserves
Share capital 4 8.5 85
Share premium & 760.6 76006 |
Merger reserve & 1,027.5 10275 1 5
Profit and loss reserve 6 1340 1774 | &
Total shareholders’ funds 1,930.6 19740 |2
The notes on pages 10Btc 110 are an integral part of these financial statements. L
Signed on behalf of the Board of Directors, who approved the financial statements an 5 March 2009, 3
Robert Schefield Paul Thomas
Cirector and Chief Executive Finance Director
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Consolidated statement of recognised income and expense

Year Year i

ended andad
31 December 31 December |
2008 2007 |
Mote £m fm |
Actuarial gain on pensions 25 56.2 1353 1
Tax charge on actuarial gain on pensions 23 118.8] [32.3] |
Exchange differences on translation 27 10.8 01!
Fair value mavement on net investment hedge 27 119.9) (3.1) |
Deferred tax charge on share cptions 23 (0.5) [1.1] ‘
Net income recognised diractly In equity 27.8 017 i
Loss for the year o [443.8) (63.3] 1
Total recognised [expense)/income in the year attributable to equity shareholders {416.0) 28.4 |
|

The netes on pages 6010 106 form anintegral part of the consolidated financial statemants.
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Consolidated cash flow statement

Year Year T 2
ended ended | "
31 December 33 Cacember ’ ;
2008 007 | ¥
Nate £m Em | =
Cash generated from operating activities 79 189.4 3602 f
| &
Interest paid (150.4)  (i22.3] °
Interest received 45.0 2481
Taxauon received 01 87 l
Cash inflaw from operating activities 84.1 270.9
| Acquisilion of RHM - (3061}
Acguisition of Chivers Ireland - 4|
Acguisition of Campbelt's - (0.3 4
Sala of subsidiaries - 220 | &
Furchzse of property, plant and equipment (129.8) (1159 | 3
Purchase of intangible assets (31.2) (8.7 | &
Sale of property, plant and equipment 26.4 478 | 2
Sale of intangible assets - 1112
Cash outflow from investing activities [134.4] [378.5)
Repayment of borrowings 178.73 (94625
Proceeds from borrowings 2916 1°015
| Proceeds lrom securitisation pregramme 22.4 676
Financing costs (20.2) (18.8]
Proceeds from share issue - 1.3
Share issug costs - (2.2} =
Purchase of own shares - 302
Repayment of debt znd interest acquired with RHM - (7935 ¢
Dividends paid (54.7) Bl s
Cash inflow from financing activities 60.4 128.9 .l-,:
Net inflow of cash and cash equivalents 9.9 213 8
Cash and cash equivalents at beginning of year 23.8 25 13
Cash and cash equivalents at end of year 29 33.7 23.8
The notes on pages 60 to 104 form anintagral part of the consolidated financizl staternents.
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r Notes to the financial statements

1. General information ‘
Premiar Foods plc ["the Company s a public limited company incorporated in the Uniied Xingdom under the Companies Act

1985, The address of the registered office and principal place of business is identified on page 34. The principal activity of the r
Company and Its subsidiaries ["the Group™), 15 the supply of branded and own label food and beverage products. as described in
nete 16.

These Group consolidated financial statements were suthorised for issue by the Board of Directors on 5 March 2009,

I
I
2. Accounting policles |
The principal zccounting policizs applied in the preparation of these consalidated financial statemenis are set out befow. These !
policias have hean consistently applied to all the years presented, unless otharwise stated.

2 1 Basis ¢f preparation
The Group consohidated financial staternants have been prepared on the going concern basis, which assumas that the Group will
continue to be ahle to meet its liabilities as they fall due for the foreseeable future.

Follewing the acquisition of RHM ple in March 2007, the Group has undertaken an extensive integration and restructuring
programme, which has been delivered against a substantially more challenging trading, economic and credit environment.

In view of the velatile operating conditions and the Group's significant level of leverage following the acquisitions of Campbell's and
RHM ple, the Board and its advisors have spent recent menths examining ways of accelerating the reduction of Group debt in order
to establish additional financial headroom and 2 more appropriate long-term capital struciure.

Following discussions with the Group's lending banks and considering the potential for the credit environment to remain difficutt,
the Zoard has cencluded that raising additional eguity combined with a ranagetiated agreement with the Group’s lending banks
and an agreement with the Trustees of the Group's UK Defined Benefit Plans would provide a more appropriate capital structure,
and achieve anincrease in financial headreom given the more challenging trading environment. Further details on the equity
raising, amsnded agreement with the lending banks and the agreement reached with the Trustees are shown in note 34.

This approach aims to minimise the quantum of new equity capital that needs to be raised whilst providing the Group with the
appropriate comfort regarding its future liquidity and covenant headroom.

The amended agreement with the lending banks and the agreement with tha Trusteas are both conditional on the equity ratsing.
The proposed equity raising requires that a resolution be passed by Sharehclders at an Extraordinary General Meeting in order
to proceed and in order for the amended terms under the Group’s Term and Revolving Credit Facilities to take effect.

In the event that the resolution is not passed, the amendad Term and Revolving Credit Facilities Agreement will not become
effective. The Group would be required to re-enter negotiations withits lending banks, Should these further negotiations prove
unsuccessful then the Group may have insufficient liquidity shortly thereafter in Aprit or May 200% and/or would face being unable
to maet its financial covenants.

The Board has cencluded that the resalution to be passed by Shareholders at the General Meeting in order for the placing and opan
offer and the firm placing to proceed such that the equity proceeds are received on 27 March 2009 in line with the timetable set out
in the Prospectus ior the Placing and Open Offer and Fire Placing. represents a maierial uncertainty that casts significant doubt
upon the Groug's ability to continue as a going concern. However, after considering the uncertainties described above the Board
has a reasonable expectation that the Group will be successfulin obtaining the necessary resolution and for this reasen believes it
1s appropriate to continue to adopt the going concern basis in preparing the annual report and accounts. The financial statements
do not include the adjustments that would result if the Group was unable to continue as a going concern.

The consolidated financial staternents of Premier Foods plc have been prepared in accordance with International Financial
Reporting Standards ("IFRS's") as endorsed by the European Union ["EU"], International Financial Reporting Interpretation
Comrnittee {"IFRIC | interpretations, and the Companies Act 1985 applicable to companies reporting under IFRS, and onthe
historizal cost basis with the exception of derivative financial instruments. defined benefit pension schernes and share hased
payments which are incorporated using fair value. The principal accounting policies adopted are set cut below.

The preparation of financial statements 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 policies. The areas nvoiving a
higher degres of judgement or complexity, or areas where assumptions and estimates are significant 1o the consolidated financial
staternen:s are disclosad in note 3.

The fallowing accouniing standards and interpretations, issued by the International Accounting Standards Board [(1ASE jor IFRIC,
are affective for ihe firsl time in the current financiat year and have been adopted by the Group with no significant impact onits
consolidated results or financial pesition:

[FRIC 12 - Service concession agreemants

Premier Foods ple Arnyal report ana accounts 2008 Fur mare In‘ermalizn waw arerr aofeads.cs.an l




MNew standards and interpretations not appbed 2
Up to and during the year ended 51 December 2008, the IASEB and the IFRIC have i1ssued the following standards and :
interpretatons with an effective datz after the date of these financial statements: l i
Effective for accounling %
pariods beginring on or after: <
internationat Financial Reporting Standards =
IFR5 8 Operaling segmeants 1 January 2007
IFRS 2 Amendment - Vesting condriicns and cancellations 1 January 2007
[AS 1 [Revised] Presentation of financial statements 1 January 2009
IAS 23 [Revised] Borrowing costs 1 January 2009
IFRS 1/1AS 27 Cost of an investrment in a subsidiary, jointly controlled entity or associate t January 2009
International Financial Reporting Interpretations Committee —
IFRIC 13 Customer Loyalty Programmes Yuly2008 | @
IFRIC 14 [AS 19 - the bmit on a defined benafit asset, minimum funding requirements 2
and their interaction | January 2009 | %
These standards will be adopted by the Group in future accounting periods, %
The Directors do not anticipate that the adoption of any of these standards and interpretations will have a material impact on the
Group's financial statements except for IFRS 8 "Operating segments” which will require additional disclosures and may resultina
change tc the number of operating segmants reported.
The following standards and amendments to published standards have not been endorsed by the EU:
International Financial Reporting Standards
IFRS 3 (Revisedl) Business cornhinations
IAS 1/IAS 32 [Amendment] Puttable financial instruments and ebligatiens arising on a liquidation g
IAS 27 [Revisad) Consalidated and separate financial statemnents _ 3
IAS 39 [Amendment) Fimnancial mstruments: recognition and measurement on eligible hedgad iterns %
International Financial Reporting Interpretations Committee S
IFRIC 15 Agreements far the construction of real estate 3
IFRIC 16 Hedges of a net investment in a foreign operation 3
IFRIC 17 Distributions of nan-cash assets to owners
IFRIC 18 Transfers of assets from customers
7.2 Basis of consolidation
The consolidated financial statements include the financial statements of Premier Foods ple and entitias controlled by the
Company lits subsidiaries] up to 31 Decamber each year. Control is achieved where the Company has the power to govern the

financial and operating policies of an invesiee entity so as to obtamn benefits from its aciiviiies.
The purchase method of aceounting is vsed for all acquisitions,

On acquisition, the assets and liabiiities and contingent Liabilities of a subsidiary are measured at their {air values as al that date.
Any excess of the cost of acquisition over the fair values of tha identifiable net assets acquired is recorded as goodwill.

The results of subsidiaries acquired ur disposed of during the year are included in the conselidated Incame statement from

the effeclive date of acquisition or up o the effective date of disposal, as appropriate, Upon completion of the Group's {air value
exercise in accordance with IFRS 3: "Business Combinations™ ["IFRS 3"} inthe 17 manths following acquisition, comparatives are
restatad for the final fair vatue adjusiments. In addilion, cormparatives are also restated 1o raclassily disposed businesses into
discontinued operations.
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Accounting pelicies of subsidiaries have been changed where necessary to ensure consistency with the policies adopted by
the Group.

Athnter-Group transachions, balances, income and expenses are eliminated on consalidation.
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Notes to the financial statements

Continued

2.3 Turnover L

Turnover cornprises tha invoiced value for the sals of goods net of sales rebates, discounts, value added tax and other taxas directly [

atiributable to turnover and aftar eliminating sales within the Group. Turnover is recegnised when the autcoma of a transaction

can be measurad reliably and when 1t is probable that the economic benefiis associated with the transaction will flow ie the Group.

Turnoveris recognised on the {ollowing basis: ‘
|
|
1

{1 Sale of goods

Sales of goods are recognised as turnover on transier of the risks and rewards of ownership, which generaily coincides with the
time when the merchandis2 1s deliverad to customers and title passes. |
i} Intarest income '
Interest income is recognised ona hme proportion basig, taking ints account the principal amounts outstanding and the intarest
rates applicabie, taking inic consideration the interest elament of derivatives.

(nif Sales rebates and discounts

Sales rebates and discount reserves are established based on management’s bast estimate of the amounts necessary to meea:
claims by the Group's custemers in respect of these rebates and discounts. The provision is made at the tima of sale and released.
if unutilised, after assessment that the likelihood of such a claim being made has become remote.

2.4 Segmental reporting

Ahusiness sagment is a group of assets and operations engaged in providing products or services that are subject ta risks and
returns that are different from those of other business segments. A geographical sagment is engaged in providing products or
services within a particular economic environment that is subject to risks and returns that are different irom those segments
aperating in other economic environments. Income and expensas that are not directly attributable to a particular segment are
allecatad to each segment based onvarious cost drivers, including headcount.

2.5 Share-based payments

The fawr value of employae share option plans is catculated using an option-pricing model. In accerdance with IFRS 2 "Share-based
Payment” ["IFRS 27, the resulting cost is charged to the income statement over the vesting period af the options. The amount of
tha charge 1s adjusted to reflect expected and actual levels of options vesting.

2.6 Foreign currency translation

Transactions in foreign currencies are recorded at the rate of exchange ai the date of the transaction. Assets and liabilities
denominated in foreign currencies are translated into sterting, the Group’s presentational currency, at rates of exchange ruling at
tha =nd of the financial yesr.

The results of overseas subsidiaries with functional currencies other thanin sterling are translated into sterling at the avarage rate
of exchange ruling in the year. Exchange differences arising from retranslziion at year end exchange rates of the net investmen

in foreign subsidiaries are recorded in reserves as a separate component of equity, When aforeign operation is sold exchange
differencas previously taken to equity are recognised in the income statement as part of the gain or loss on sale.,

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and liabilities of the foreign
entity and transiated at the closing rate.

All other exchange gains or losses are recorded in the income staterment.

2.7 Dividends
Dwidend distribution to the Group's shareholders 15 recognised as a liability in the Group's financial statements in the peciad i
which the dividends are approvad by the Group's shareholders, and for interim dividends, in the period in which they are paid.

2.8 Proparty, plant and equipment ("PPE"} o
Property, plant and equipment s initially recorded at cost. Subsequent expenditure is added to the carrying value of the asset when
1tis probable that incremental {uture economic benefits will transfer to the Group. All other subsequent expenditure is expensed In

the period itis incurred.

Differences hetween the cost of each itern of PPE and its residual value are written off over the estimated usefullife of the asse:
using the straight-line mathod. Reviews of the estimated remaining useful lives end residuat vatues of individual productive assats
are performed annually, taking account of commerciat and technological obsolescence as well as normal wear and tear. Freehold
land 1s not depreciated. The usaful economic lives of owned assets range from 20 to 50 years for buildings, and 3 to 35 yearsior
vehicles, plant and aguipment.

All items of PPE are reviewed for impairment when there are indications that the carrying value may not be fully recoverable.

2.9 Business comb nations and goodwili S _

On the acquisition of a business, air values are attributed to the tangible and intangible assets and Liabilities acquired. Goadwill
anseswhen the fair value of the consideration for a business exceeds the fair value of the aggregaie of the net asseis acquired.
Goodwilt arising on acquisitions is capitalised and subject to impairment review, both annually and when there are indications that

the carrying valus may not be recoverable.
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ltemns of PPE acquired as part of a business acquisition are stated at fair value at the date of acquisition using a market value or
depreciatad replacemant cost model,

On acquisition, the Group undertakes a review of the accounting policies of the business acquired to ensure compliance both with
IFR%'s and the acceunting policies of the Group.

2.10 Intangible assets
Inadditionte geedwill the Group recognises the following intangible assets:

Acquirad intangibles

Acquirad irademarks, brands, customer relationships, licences, recipes and similar assets that are controllad threugh custody
or tegal r ghts and that could be sold separately from the rest of the business are capitalised. where fair value can he reliably
measures. Arepulable independent specialist performs the valuaticns. All of these assets are considered to have finite lives and
are amortisad on 2 straight-line basis over their estimated useful ecenomic lives that range from 7 to 40 years.

Research and development
Research expenditure is charged to the income staternent in the year in whichiit is incurrad.

Costs incurred in developing a product, typically its recipe or packaging, are charged to incorne in the year inwhich they are
incurred unless the future economic benefits of the project can be regarded as reasonably cartain and are in accordanze with
International Accounting Standard 38 "Intangible Assets” [IAS 387, in which case they are capitalised and amortised over their
estimated useful econemic lives.

Software development cosis

Assets acquired or internally developad, such as software, are capitalised when the future aconomic henefit is reasonably assured
and the criteria within 1AS 28 are met. Seftware development costs are capitalised and amortisad cver their estimated useful lives
on a straight-line hasis over a range of 3to 10 years,

211 Impairment
The useful aconemic lives of intangible assets are determined, based on a review of 2 cornbinaticn of factors including the asset
ownership rights acquired and the nature of the overall preduct life cycle.

Intangible assets and property, plant and equipment are tested for impairment when an event that right aifect asset values has
orcurred, Animpairment loss is recognised, in the income statement, to the extent that the carrying arnount cannaot he recovered
either by selling the asset or by the discounted future earnings from operating the assets in accordance with International
Accounting Standard 34 “Impairment of Assets”™ [TIAS 367].

[ntangible assets with finite lives are suhject 1o impairment testing on indication of impairment. Goodwill 1s tested annually fer
impairrment. Any impairment losses are written off immediately.

212 Interest
Borrowing costs are accounted for on an accruals basis in the income statement using the effeciive interest method.

2.13 Leases

Assets held under finance leases, where substantially all the risks and rewards of ownership are transferred to the Group, are
capitalised and included in property, ptant and egquipment at the lower of the minimurn lease payments or fair value. Each asset
is depreciated over the sherter of the lease term or its estimated useful life on a straight-line basis. Obligations relating to finance
leases, net of finance charges inrespect of future periods, are included under borrowings. The interest elernent of the rental
abligation is allocated to accounting periods during the lease term to reflect a constant rate of interest on the remaining balance
of the ebligation for ezch accounting period.

Rental costs under operating leases are charged to the income statemeni on a siraight-line basis over the lease period.

2.14 lnventeries

inventory is valued at the lower of cost and net realisable value. Where appropriate, costincludes produciion and other atiributable
overhead expenses as described in International Accounting Standard 2 “Inventories” ["1AS 271, Costis calculaied on a first-in-
first-out hasis by reference to the invoiced value of supplies and attributable costs of bringing the inventory to its present location
and cendition.

Allinventaries are reduced to net realisable value where the estimatad selling price is lower than cost.

7,15 Taxaticn
The charga ar credit for taxation is based on the profit or loss for the year and takes into account deferred taxation.

Deferrad taxation is accounted for in respect of termparary difierences beiween the carrying amount of assets and liahilties in the
financial staternents and the corresponding tax bases used in computatien of taxable profit. Deferred taxation is not provided on
the nitial recogmition of an asset or liability In a transaction, other than in a business combination, if at the time of the transaction
there is no efiect on either accounting or taxable profit or loss.
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Notes to the financial statements
Continued

Deferred tax s measurad at the tax rates that are expecied to apply in the periods in which the asset or hability is setiled hzsed
on tax rates land tax laws] that have been enacted or substantively enacted at the balance sheet date. It is recogmised in the
incormne statement except when it relates to items credited or charged directly to equity, in which case the deferred taxis alse
dealt with in eguity.

Deferredtax assets are recognised to the exient that it 1s probable that future taxable profit will be available against which the
temporary difference can be utilised. Their carrying amount is reviewed at each balance sheet date ontha same basis.

Deferred tax assets and Liabilities are ofiset when they relate to income taxes levied by the same taxation authority and when
tha Groupintends to settle 1ts current tax assets and liahitities on a net basis,

2.16 Employee benefits

Group companies provide a number of long-term employee baneht arrangements, primarily through pension schemes. The
schemas are generally funded through payments ro insurance compantes or trustee-administered funds determined by pertodic
independent 2ctuanial calcuiations, The Group has both defined benefit and defined contribution plans.

Defined benefit plans
A defined benefit plan s a pension plan that defines the amount of pension benefit that an employee will receive on retirement,
usually dependent onfactors such as age, years of service and compensation.

The Liability recognised in the balance sheet in respect of defined hanefit pension plans is the present value of the defined benefit
obligation at the balance sheet date less the fair value of plan assets, together with adjustments for actuarial gains or losses and
pasisarvice costs, Defined hensfit obligations are calculated annually by independent actuaries using the projected unit credit
method. The present value of the defined benefit abligaticn s determined by discounting the estimated future cash outflows using
yields of high-quality cerporate bends that are denominated in the currency in which the benefits will be paid, and that have terms
to maiurity approximating to the terms of the related pension iability.

Actuarial gains and losses arising from experience adjustments and changes in actuarial assumpticns are charged or cradited to
the statzment of recognised income and expense in the year in which they arise.

Current service ¢osis, past-service costs, administration costs, expectad return on assets and interest costs are recognised
immediately in the income statement, unlass the changes to the pension plan are conditional onthe employees remaining in
service for a specified periad of time [the vesting period). In this case, the past-service costs are amortised on a straight-line hasis
over the vesting period.

Defined contribution plans

A defined contribution plan is a pension plan under which the Group pays fixed contributions into a separate entity, which then
invesis the contributions to buy annuities for the pensicn liabilities as they becorne dus based on the value of the fund, hence the
Group has no legal or constructive obligations to pay further contributions.

Dtligations for contributions to defined contribution pension plans are recogrised as an expense In the income stzlement as they
fall due.

2.17 Provisions

Pravisions are recognised when the Group has present legal or constructive obligations as a result of past events, itis probahle
that an outflow of resources will be required to settle the obligations and a reliable estimate of the amaunt can be made. Where
the Group expects a provision to be reimbursed, for example under an insurance contract, the reimbursement is recogrisec as 2
separate asset but only when the reimbursement is virtually certain. Where matarial, the Group discounts its provisions.

2.18 Contingent uabilities and contingant assets 7

A contingent liahility is a possible obligation that arises from past events and the existence of whichwill only be cenfirmed by the
accurrence or non-occurrence of one or more unceriain future events not whally within the control of the Group er the amouni
of obligation cannat be measurad reliably. A contingent liability is not recognised but is disclosed in the notes to the financial
statemenis. When an ouiflow bacomes probable, it is recoanised as a provision.

Acontingant assetis a possible asset that arises frem past events and the existence of which will be contirmed only by the
accurrence or non-occurrence of one or more uncertain events not wholly within the control of the Graup. Cantingent assats are
not recognised bus are disclosad in the notes to tha financial statements when an inflow of economic benehits is probable. When
inflow is wirtually certain an assetis recognised.

218 Financial (nstrumeants
Financial asseis and irancial iabilities are recogrised on the Group's balance sheet when the Group becomes a party io the
contractual provisions of the instrument.

Trade and other receivables

Trade and other receivahles areinitially measured at fair value and subsequently measurad at amortised cost less any provision
for impairmant. A provision is made for impairment when there 1s abjective evidence that the Group will not be able to collect ali
amounts due according to the ierms of the racewables. Trade and other recevables are discountad when the ime value of moneay
is considered materal,
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The rights and obligations relaiing te these trade receivablas that have been sold to third parties are de-recognised from the
balance sheet where the risks and rewards of ownership are considered to have transferred. Cash received from third partizsin
exchange for the transfer of ownership is recorded within cash and cash equivalents with the cost of financing prior tc settlement
by the customer recorded as interest on an accruals basis. Amounts received from custemers for raceivables in respect of which
titla has transferred, for example under the debtors securitisation programme, represent amounts owed to the transferee and are
recorded as short-term borrowings.

Cash and cash equivalents
Cash and cash equivaients, with ariginal maturities at inception of less than Y0 days, comprise cash on hand and demand

deposits, and other short-term highly liquid 1nvesiments that are readily convernible to a known amount of cash and ara suiect
to an msignificant risk of changes invalue

For the purpose of the cash tlow statement, cash and cash equivalems comprise cash at bank, cash in hand, shori-term deposits with
an ariginal maturity of three months or less held for the purpose of meeting short-term cash commitments and bank overdrafis.

Financial liabilities and equity

Financial liabilties and aguity instruments issued hy the Group are classified according to the substance of the contractual
arrangemanits enterad into and the definitions of a financial Uability and an equity instrument. An equity instrument is any contract
that evidences a residual interest in the assets of tha Group aiter deducting sll of tts Liahilities. The accounting policies adopted for
specific inancial liahilities and equity instruments are set out below,

Bank borrowings

Interest-bearing bank loans and averdrafts are measured initially at fair value and sulbisequently et amortised cost, using the
effective interest rate methaod. Any differenca between the proceeds {net of transaction costs and inclusive of debt issuanca costs)
and the seftlement or redemption of borrowings is recognised cver the term of the borrowings in accardance with the Group's
arcounting policy for borrowing costs.

Trade and other payables
Trade and other payables are initially measurad at fair value and subseguently measurad at amortised cost. Trade payables and
sther liakilities are discounted when the time value of money is considered matenal,

Cquity instruments
Equityinstruments issued hy the Company are recorded at the proceeds recsived, net of directly attributable issue cosis,

Derivative financial instruments

Derivatives embedded in other financial instruments or other host contracts are treaied as separate derivaiives when their
risk and characteristics are not closely related to those of the host contracts and the host contracts are not carriad at fair value,
wirh unrealised gains or losses reported in the income statement. Derivatives are inttially recognised at fair value on the date
aderivative coniractis entered into and are subsequently re-measured at their fair value. Movements in fair value of foreign
exchange derivatives are recognised within other operating income and expenss and thase refating to interest rate swaps are
recorded in interast payable and ather financial charges or interest recevable and other financial income.

Nef invesiment hedge

Any gain or loss on the hedging instrument relating to the effective portion of changes in the fair value of derivatives that ars
designated and qualify as net investment hedges is reccgnised in equity. The gain or loss relating to the ineffective portion is
recognised smmadiately in the income statement within ather operating income and expenditure.

720 Investment in own shares
Investments in own shares are shown as a deductionin shareholders’ funds.

3. Critical accounting policies, estimates and judgements B
The following are araas of particular significance to the Group’s financial statements and include the application of judgement,
which is fundamental te the compitation of 3 set of financial statements.

3.1 Pensions

The present value of the Group’s pension abligations depends on a numbar of actuarial assumptions. The primary assumplions
used includs the axpected long-term rate of return on invested funds, the discount ratz applicable to schame lizhilities, the
lang-term rate of inflation and estimates of the mortality applicable o scheme mambers.

At each reporting date, and on a continucus basis, the Group reviews the macro-econeric and Campany specific factars
influencing each of these assumgptions, using professional advice, in order to recerd the Group's ongoing commiiment and
obligation to defined benefit schemes in accordance with IFRS, One such assumption is the assumptian of mortslity rates and
how these are expected to chiange in the future. If the Group’s assumption on th2 mortality of its members was amended to
assurne an tncrease of a further one year improvement in mortabty, total Labilities would increase by approximately 3.4%,
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Notes to the financial statements

Continued

The Group is aware of, and alert to, tha nead to inform the Pensions Regulator to the extent that the Group s involved i any J
» carporate acinv:ty that aifecis the ngrts of pensicn scherne mambers and the carrying value of the pension schemas.

Eachof the underlying assumpuons is set out in more detail in note 25. J

Nzgotiations of the iming of deficit payments in relation to the pension schermes was concluded subseauent to the vear 2nd, ‘
further detailis included in note 34, i
|

3.2 Goodwill and cther intanaible assets
Impairment reviews in respect ai goodwill are performed annually unless an event indicates that an impairment raview is \
necessary. lmpairment reviews in respect of intangible assets are performed when an event indicates that an impairment raview

1s necassary. Examples of such triggering events include a significant planned restructuring, a major change in market conditions |
or terhnolangy, sxpactations of future operating losses, or a significant reduction in cash flows, The recaverable amounts of
cash-generating units |"CGU's") are determined basad on the higher of reatisable value and value-in-use calculations. These
calculations require the use of estimates.

Tha Group has considared the impact of the assumptions used on the calculations and has conducted sensitivity analysis on the
impairment tesis of the CGUs" carrying values. See nota 14 for further datails.

Acquired tradsmarks, brands, customer relationships, recipes and similar assets are considered to have finite lives that range from
710 40 years. The determination of the useful lives takes into account certain quantitative factors such as sales expeciations and
growth prospects, and also many qualitative factors such as history and heritage, and market positioning, hence the determination
of useful lives are subject to estimates and judgement. For further details see note 15.

3.2 Advertising and promation costs

Trade spend and promational activity is dependent on market conditions and negotiations with custormners. Trade spend is
charged to the income staterment according to the substance of the agreements with customers and tha terms of any contraciual
relationship. Promotional suppart is generally charged to the income statement at the time of the relevant prometion. These costs
are accrued on best estimates. The actual costs may not be known until subsequent years when nagotiations with customers are
cancluded. Such adjustments are recognised in the year when final agreement is reached.

Expanditure on advertising 1s charged to the incoma statement when incurred. except in the case of airtime costs when a particular
campaign is used mere than once. In this case they are charged in line with the airtime profile.

3.4 Exceptional itams

Excepiional items are not explicitly addressed under [FRS. Accordinaly, the Group has defined exceptional items as those items of
sufficient financial sigmificance to be disclosed separately in order to assist in understanding the financial performance achigved and
in making prajections of future resulls, Each of these items relate to events or circumstances that are material and non-recurring in
nature, such as a major restructuring, disposal of a business or asset, orintagration of an acquisition. See note 5 for further details,

3.5 Securitisation

The Group has sold the rights and abligations relating to certain of its trade receivable balances under a receivables purchasing
agreementin order to achieve an overal! lower cost of funding and permanently accelerate the generation of cash from working
capital. Accounting for a sale of this nature is judgemental and dependent on evidence of the substantive transfer of risk and
reward from the Group to a third party. In this instance, transference of the two primary risks, those of late payment and credit
default was achieved at the balance sheet date. The Group anticipates that the receivables purchasing agreement will remain in
place over the medium term and that de-racognition of the receivables subject to it will continue to be achieved, dependent upan
angoing review of the assessment of risk and reward transfer.

3.6 Financial inslruments _ o _
The Group usas avariely of derivative financial instruments to manage ihe risks arising from adverse movements In interast rates,
commodity prices and foreign currency.

The Greup has a policy of not applying hedge accounting to these dervatives (other thanin the case of a Net Jnvesiment Hedge against
Euro denominated assets) and taking any gain or loss on the movement of the fair values of derivatives tothe income staterment,
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Profit/(loss) before taxation for continuing operations 139.0  (205.4) 29.9  [347.4) 403.9)
Taxation credit - - 30.4 30.%

Profit/(loss) after taxation for cantinuing operations 139.0 (205.4) 29.9  (336.8)  [373.3]
Discontinued ogerations - [72.4] - 19 (70.5]

4. Segmental analysis Z
As previously anneunced, the Group implemented the new segmental structure, effective from 1 January 2008, following the b
acquisition and integration of the Campbell's and RHM businesses. The Group has defined three segments namely "Grocery”, b
“Hovis” and "Chilled & Iretand” with the primary drivers of the structure being the commonality of the categories operated inand | 2
the supply chair te service them. z
The Grocery segment comprises the original Prermier business with the excention of the Meat-free business, the Campbell's &
business, RHEM's Culinary Brands segment, Ledbury Presarves from RHM's Custemer Partnerships segment and Manor Baxeries
frarn the RHM Cakes segment. The Hovis segment comprises the RHM Bread Bakeries segment. It was imutially namad the "Sread
& Milling " segment but has been renamed as the "Hovis™ segment reflecting the segment’s principal brand. The Chilled & Ireland
segment comgprises the RF Brookes and Charnwood chilted foods and pizza base businesses from RHM's Customer Partnerships
segment, Avana Bakeries from RHM's Cakes sagment. Pramiar's Meai-free business and all aparations ir the Republic of lreland. |
Results for Martine Spécialités S.AS. Sofrapain S.A.S. and Le Pain Croustillant are presented as discontinied operations in both
the current year and the cornparative results, @
Each of the segments belew primarily supplies the United Kingdom market, although the Group also supplies certain products to g
other paris of burope and also the Uniled States. Inter-segment transiers or transactions are entered inio under the sameterms | §
and conditions that would be available to unrelated third parties. These segments are the basis on which the Group reportsits kS
prirnary segment information. 3
As a conseguence of the extensive integration of the business, certain operating costs have heenincurred centrally. These costs
have heen allocated, using various cost drivers including headcount, between the Group's operating segments and are reflected in
the analysis below,
Tracing profit is defined as operating profit before exceptional items, amortisation of intangible assets, the revaluation of foreign
exchange and other derivative contracts under 1AS 39 and pension credits or chargesin relation to the difference between
the expected return on pension assets and interest costs on pension liabilives. The definition of trading profit has changedin
cornparison to the prior year to exclude the revaluation on other derivative contracts under [AS 39. |
Tracing profit has been reported in addition to operating profit as the directors believe it provides an atternative measure with o
which the shareholders can assess the Group's underlying trading performance. 2
The segment results for the years ended 31 December 2008 and 2007 are as follows: 5
Year ended 31 December 2008 :fi\
Chilled & Totalfor | 3
Grogary Hovis Ireland  Unallocated Goup | &
£m £m £m £m tm | ™
Total turnover from centinuing operations 1.419.0 7563 4283 - 2603.6
Result
Trading profit 239.2 20.9 50.1 - 310.2
Armortisation [40.4] (17.2] (18.9) - {76.7)
Fair value movernents on {oreign exchange and other darivative contracts 31 2.3 1.5 - 6.9
Pension financing credit 6.7 53 3.6 - 156 .
Operating profit before exceptional items 208.4 11.3 343 - 256.0
Exceptional items 69.4)  [216.7) (6.4) (4.00 {2965 Je)
Operating profit/[loss) 139.0  [205.4) 29.9 i4.04 [40.5) g
Interest payable & other financiat charges - - - (40500 [605.01 g
Interest recaivable & other financial income - - 41.6 41.6 B
=]
I

Profit/lloss] for the year 139.0  (277.8) 29.9  [334.9] (443.8)

Batance sheet

Segment assets 23917 895.4 7408 -~ 40279
Unallocated asseis - - - 675 87.5
Consolidated total assets 2,391.7 895.4 740.8 675 4,095.4
Segment lisbilities 4948 (229.5) (1277 - (8320)
Unallacated liabililies - - - [2.251.6] 12,291.6]
Consolidated total liabilities [494.8) (229.5) [(127.701(2,251.6) (3,103.6)
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|Notes to the financial statements

Continued

Speciality |

Chilled & bakery Other .
Grocery Howis freland  businesses discontinuad Total |
Qther intormation fm £m fm fm £m Em |
PPE expenditure 82.9 24.0 233 33 - 134.0
Intangible asset expenditure 310 0.2 - - - 3.2
Depreciation 26.6 15.8 83 5.8 - 56.5
Amortisation 40.6 17.2 18.9 5.3 - 82.0
Impairment of PPE 0.1 11.3 - - - M4
| Impatrment of goodwill - 194.4 - 68.5 - 262.9
- ——_:; T T ‘_ B - Year ended 31 Decemper 2007 |Reslated|”
Chilled & Total for
Grocery Henvis Insland  Unallocated Group
£m £m £m Em £m
| Total turnover from continuing operations 1,232.9 534.9 357 .4 - 21252
I Result
Trading profit 2141 17.4 40.4 - 2.9
Amortisation (32.7) (13.3] (156.0) - (62.0)
Farrvalue maovaments on foraign exchange and other dervative contracts 33 0.6 0.8 - 4.7
Pension financing credit 6.5 6.7 2.9 - 16.1
Operating profit before exceptional items 191.2 11.4 28.1 - 230.7
Exceptional items (94.6)  [25.3] (38.8) - {158.7)
Operating profit/[loss) 96.6 (13.9) (10.7 - 72.0
Interest payable & other financial charges - - - [176.4)  1i74.4)
Interest receivable & other financial income - - - 26.8 26.8
Profit/{loss) before taxation for continuing operations 96.4 (13.9)  [10.7] [149.6] (77.6)
Taxation credit - - - 39.8 39.8
Profit/[loss) after taxation for continuing operations 96.6 {13.9) (10.71 [109.8) {37.8]
Discontinued operations 3.5 2.0 (12.5)  [18.5] [25.5]
Profit/(loss) far the year 100.1 (11.9)  [23.2) [(128.3] (63.3)
* Camparatives have been restated to reflect the classification of Martine Spécialités $.4.8., Le Pain Crousullant and Sofrapain $.AS. as
siscontinued operauons,
Balance sheet
Segment assels 27064 10745 7472 - 40281
Unallocated assets - - - 66.6 66.6
Consolidated total assets 2,206.4 1,074.5 747.2 66.6  4,094.7
Segment liabilities (407.00 [201.8) [104.4) - (713.0)
Unallocated liabilites - - - 1.921.4) (1,921.4)
Consolidated total liabilities 1407.0] (201.6) [104.4) (1,921.4) (2,634.4)
Speciality
Chilled & bakery QOther
Grocery Hovis Ireland businesses  discontinued Total
Other information £m fm £m £m £m Em
PRE expenditure 194.0 2053 76.4 351 33 5141
Intangible asset expenditure 1.047.9 617.3 303.6 121 - 2,089.9
Depreciation 238 28 1.3 39 1.2 50.0
Amartisation 32.7 13.3 16.0 4.2 0.1 66.3
Impairment of PPE 12.3 - 3.6 - - 15.9
Impairment of ather intangibles - 0.4 - - - 0.6
" Balanca sheat comparatives at 31 Sec 2007 have been restated for IFRS 3 fair value adjustments on the acgusiion of RHM pic.
Unallocated assets and liabilities comprise cash and cash equivalents, net borrowings, taxation halances and derivative financial
asseis and liabilities and head office assats,
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Segmental analysis - secondary g
The following tabte provides an analysis of the Group’s turnover allocatad cn the basis of geagraphical market destination. The :
table also centains an anslysis of segrnental assets and additions to property, plant and equipment and intangible assets allocated | ¥
by gecgraphicallocation. 2
B
United Kingdomn Other Europe Restufwnrid_TEl;rnragu;dlﬁ
fm £m £m (m 3
Turnover by destination
2008 24335 1446 255  2,603.6
2007 [Restaiad]” 1,991.4 107.8 58 21252
Carrying value of segmental assets by location !

. 2008 3,904.6 190.8 - 40954
2007 {Restared]* 3.905.7 189.0 - 40847
Total capital expenditure by location —_
2008 161.6 3.6 - 165.2 | @
2007 {Restated]"* 24711 132.9 - 26060 12
* Turrover comparatives have been rastated so reflect the classificabior of Martine Spéaialités S.AS,, Le Pain Crousullant and Soirapain S AS. &3 §

cisconlinu2c operations, %
** Salance sheet comparatives at 31 Dec 2007 have been restated for IFRS 2 fair value adjusiments an the acquisilion of RHM ple, *

! Capilal expenditure for 2007 includes assels purchased as part of the acquisition of RHM ple,

| 5. Exceptional items

I Buring the year the Group continued with its invesiment and restructuring pregramme in order i capture the cost and operational

synargles avallable to the entarged Group fallowing the acquisition of RHM pic and the Campbell's business. This is the primary
factor bebind total non-recurning integration and restructuring excepticnal costs in the year.
Exceptivnal costs were as follows: o
Year Year g
ended ended »
3 December 31 December | T
2008 07 |G
£m €m | @
Exceptional items - continuing operations 5
Integration of RHM UK operations [a) 60.4 88.1 | &
integration of Campbell's UK operations [b) 6.3 12.4
Integration of Irish operatians <] 6.0 215
Reslructure of Meat-free operaticns (dl) 35 15.3
Howvis restructuring and other costs (e] 2141 9.4
Other restructuring and other costs (f] 8.7 12.2
Gain on property disposals (g} 2.1 (0.4
Goodwill impairment (h]  194.4 -
Total 296.5 158.7

lal Integration of RHM UK aperationg

On 16 March 2007, the Group acquired RHM plc. In order to achieve the planned synergy benefits irom the acquisition, the Group
continuad to incur a significant level of restructuring expenditure and investment during the year on the integration of RHM plc.
The integration costs incurred relate to the following key iniliatives:

« On 2 July 2007, the Group announced the results of a review of its combinad manufacturing facilities which identified six ex-RHM
sites that were to close. The closure prograrame was completed during 2008, resulting 1n restructuring and redundancy cests
and costs relating to the transfer of production io the remaining Group manufacturing sites.

+ The Group has alsa commenced the restructure and integration of certain warehousing facilities which also resulted in
restruciuring and redundancy costs being incurred during the year.

» Redundancy and restructuring costs relating to the move of existing administrative functions te a group-wide shared service
cenire In Manchester.

(b} Integration of Campbell's UX operations

On 14 August 2004, the Group acquired Campbell's Grocery Products Limited. The closure and subsequent integration of the King s
iynn manutacturing oparations and warehousing facilities into the extsting operations of the Group was completed inihe year
resulting in £4.3m of restructuring and redundancy costs,
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Notes to the financial statements

Continued

[c] Integration af Insh operations

Following the acquisitions of Campbell's Grocery Froducts lreland Limitad in August 2006, Chivers Iraland Limited in January 2007
and the RHM Ireland business in March 2007, the Group has significantly Increased its commercial presence in Ireland. In the year,
the Group completed the principal phases of integrating these companies and has created a single operating business, a kay step
In generating future cost and operating synergy benefits in Ireland. As part of this exercise, the Group has closed iwo f3ciones
(Thurles and Coolock] and implemented a centralised distribution cperation.

(d] Rastructure oi Meat-free operations

During 2006, the Group announced plans for the clesure of its factory at Portishead and the purchase and development of @ new
chilled facility at Methwold to enable the integration of chilled production for Quarnand Cauldron products an a single site Tre
Methweld facility 1s now fully operational and comrmissioning costs relating te the new plant have now ceased.

(] Hovis restructuring and ather cosis

The Hovis business has undertaken a number of restructuring projects in 2007 and 2008 in order te align the business with new
ways of working and for the preparation of the ERP roll out. These prejects involved headcount reductions through organisational
and structural changes, new warshouse technology and eperating methods and supply chain managemeant restructuring
initiatives. The current year exceptional charges alsoincludes an impairment of assets and redundancy costs relating to the
closure of our Rotherham mill, onerous lease costs for properties and impairmeant recognised against certain plant and machinery
relating to discontinued production lines,

(f] Other restructuring and other costs
This category incorporates cost reduction initiatives associated with our warahousing network, factory transformation programme
and ather supply chain initiatives.

Prioryear exceptional charges relate to costs associated with general business restruciuring, the restructuring af our
warenousing network, training and a number of campliance related initistives.

lg] Gain on property disposals
The nel disposal gain of £2 1m in the year includes the disposal of sites and plant and machinery in Bristol, Droylsden, Middlawich,
Wythenshawe and Stoke in the UK and Thurles inthe Republic of Ireland.

(h] Geedwill impairment
Arimpairment chargs of £194.4m has been recognised against the goodwili allocated to the Hovis CGU {sez note 14).

&, Operating (loss]/profit for continuing operations
ba. Analysis of costs by nature

Year Year
ended anded
31 Decernber 31 Oacember
2008 2007
[Restated)”
Em Em
Cost of inventories sold 1,463.3 1,20838
Emplayee benefits expense [note 7] 503.6 499.0
Depreciation of praperty, plant and equipmant:
-powmed asse?s perp e 50.5 44.3
- undar finance leases 0.2 0.6
Amortisation of intangible assets:
- software and licences 7.7 L4
-~ hrands and irademarks 34.3 301
- custamer relationships 347 275
Impsairment ef inventory 5.6 08
tmpairment of property, plant and equipment 1.4 15.9
Impairment of Intangible assets - 0.6
Impairment of goodwill 194.4 -
Operating iease rental psyments:
- plant and machinery 21.2 b4
- land and buildings 8.8 8.2
Repairs and maintenance expenditura 54.5 393
Research and davelopment costs 5.1 3.9
(Gain)/\oss on dispasal of property, plant and eguipment/intangible assets (0.8) 1.2
Net foreign exchange (gainsl/losses {5.1] 38
Auditor remuneration 2.2 20
* Comparatives have bean res alad to ~eflect the ctassification of Marting Spécialités SAS. Le Pan Croustillant and Sofrapain 5.A.5. a5

discontinuad oparations.

Operating lease obligations are turther disclosed in note 30.
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4b. Auditor remuneration
Year ear
ended endad
31 December 31 December
2008 2007
fm Em

Fzes payable to the Company’'s auditor for the audit of the Parent Cornpany and
consolidated financial statements 0.6 0.4
Fees payable to the Company's auditor and its associates for other services:

- The audit of the Company's subsidiaries, pursuani to legisiation 0.7 0.3

- Other services relating fo taxation 0.2 0.1

- Other services pursuant 1o legislation 0.1 a1

- Services relating to corporate finance transactions 31 0.1

- Qther services - 0.3
Total auditor remuneration 4.7 2.0

Feas of £48 853 were paid to the Campany’s auditors in respect of the audit and services in relation to one of the Group's
pension schemes.

Included within total fees paid to the suditors of £4.7m [2007: €2.0m] are £2.5m [2007: £nil] of costs which are directly attributable
to the financing negotiations and proposed equity raising detailed in note 34. These costs are therefore held on the balance sheet.

7. Employees

Year Year
ended anded
31December 31 Dacember
2008 2007
[Restated]®

£m Em

Staff costs for the Group during the year for continuing operations
Wages and salaries 429.2 3616
Social security costs 38.4 355
Termination benefits 15.6 719.6
Share options granted to directors and employees 2.2 a9
Pensicn costs - defined contribution plans (note 25) 1.1 1.2
Pension costs - defined benefit plans [nate 25] 17.1 17.2
Total staff costs 503.4 £99.0

* Comparatives have been restaled lo reflect the classification of Martine Spécialités $.4.5., Le Pain Croustllant and Sofrapain S.A.5. as
discontinued aperations,

Average manthly number of people employed (including executive directors)

Number Number*

Managemant 583 984
Adrministration 1,857 1,757
FProduction, distribution and other 13,473 13,906
Total employees 15,913 16,647

* Comparatives have been restated Lo reflect the classification of Martine Spécialités S.A.5., Le Pain Croustillant and Sefrapain 5.A.5. as
siscantinued operalions.

In 2008 the Group standardised the definitions of the classifications shown in the table above. As aresult there has bean s reallocation
between the Management and Administration categories in 2008 when compared 1o 2007.

Directors rernuneration lincluding retirement benefits accruing to the directors under defined benefit schemes) is disclosedin
the audited sections of the directors remuneration report on pages 43 to 53, which form part of these financial statemenis.

8. Interest payable and receivable ) )

On 28 February 2008 the Group entered into a supplemental agreement with its banks amending certain terrs of its Senicr Tarm
Credit Facility and Revolving Credit Facility Arrangement of 16 March 2007. The Senior Terr Facility now comprises £1,332m of
Term facilities. The Revolving Credit Facility is @ mutti-currency revolving credit facility of £500m. The final maturity date of the
above arrangzments is 16 March 2012. The Group also converted the Acguisition line of the Secured Senior Working Capital
Credit Facility into = £100m Working Capital line and agreed an additional £125m of short-term facilities with three of its banks.

In respect of thesz amendments to the existing facilities and arrangement of the new facilities, the Group incurrad costs of £153m,
£12.1m of which were immediately charged to the income staternent.

On 18 Novemnber 2008 the Group announced an agreemeni with its lending banks to defer its 31 Decernber 2008 covenant test 1o

31 March 2009, pending a review of its capital struciure. Fees of £4.9mincurred in relation to this have been exgensedin the year
to 31 Decamber 2008,
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Notes to the financial statements

Continued
I
Year Year
ended anded }
31 December 31 Oecember i
2008 2007
[Resta?edl'l
£m im
Interest payable on bank loans. senior notes and overdraits =* 35.0 195
Interest payable onterm facility ** 94.0 84.5 '
Interest payable on revolving facility ™= 29.6 28.0
Unwind of discount on provisions 0.9 0.8
Amortisation of deblissuance cosls 7.6 42 1
169.1 137.0
Fxreptional write-cff of financing costs 17.0 -
Accelerated amartisation of debt 1ssuance cosis - 8.4
Movemnent on fair valuation of interest rate swaps 218.9 31.0
Total interest payable and other financial charges 405.0 174.4
Interest receivable on bank deposiis ~* [41.6) (26.8)
Total interest receivable and other financial income {41.6) (26.8]
Net interest 363.4 149.6

Comparaives have been restated to reflect the classification of Martine Spécialités S.AS. Le Pair Crousiillant and Sofrapain S.A S as
discontinued oparauions.

** Interest payable and recewable mclude the inierest element of dervatives.

The fair value of interest rate swaps has risen from an £18.59m liability at 31 December 2007 to a £237.4m liability at 31 December
2008 resulting in a negative movement of £218.9m for the year due to a decrease in the LIBOR rates to unprecedented levels
combined with the nature of the Group's interest rate swaps [refer tc note 22). The liability at 31 Decemnber 2008 represenis the net
present vatue of the interest cash flows calculated using the contracted fixed rates compared to the interest cash flows thal would
arise if the interest was calculated on & floating basis.

Since 31 December 2008, the Group has negotiated an amendment to the break clauses in lwo of its interest rate swaps. Refer Lo
note 34 for further details.

9. Tax on loss on erdinary activities
Analysis of the credil for the year:

Continwng  Discontinued

operations  operations Tatal
fm £m £m

2008
Current tax
- Current year - 0.9 0.9
- Prior years (7.6) 1.4 1.2
Dverseas current tax current year) 28 - 2.8
Deferred tax
- Current year 124.3) 0.2 (24.1}
- Brior years (1.5) 0.6 10.9]
Income tax (credit)/charge for the year {30.6] 1 (27.5)
2007 [Restated)*
Current tax
- Current year - - -
- Prior years (10.2] - (10.2)
Overseas current tax [current year] - 2.1 21
Deferred tax _ _
- Current year (15.3) - (15.3)
- Current year restatement of acquired balances (11.8] - (11.8)
- Prior years 1.0 - 1.0
~ Prior years restatement of cpening balances (3.7 - {3.71
Income tax [credit)/charge for the year (39.8) 2.1 (37.7]

* Cornparatwes have bean restaied 1o reflect the c.assification of Martine Spécialités S.AS,, Le Pain Croustillant and Solfrapain5.A.%. as
aiscontinued aperations.
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Tax relating to items recerdad in eguity for continuing operations was: g
- 2008 o0 |
Em fm ;;
Deferred tax charge cn share options 0.5 11 1%
Deferred tax charge cn pension movements 19.2 95 |z
Currani iax ¢redil on pension movements (0.4) -8
19.3 0.6 1
|
The tax credit frorm continuing cperstions for the year differs from the standard rate of corporation taxin the United Kingdom of 28.5% |
for the year ended 31 Dacember 2008, and 30% for the year ended 21 December 2007, The reasons for this are explained below: !
| . -
J Yearended  Yearended
31 December 31 December
2008 2007
‘ {Restatad|” | ©
Em Em g
Loss before taxation for continuing operations [403.9) (77.6] | &
Tax credit at the domestic income tax rate of 28.5% (2007: 30%] (115.1) (23.3] | 3
Tax effect of; 2
Naon deductible exceplional items 63.6 59
Other disallowable iterns 1.2 0.7
Adjustment to reflect the abolition of tax relief for industrial bulldings 25.4 -
Adjustments to capital allowances that do not give rise to temporary differences - n.1
Adjustment to deferred tax asset for share based pay adjusted frem equity 2.2 -
Adjustment due to current year deferred tax being provided at 28% 1.2 1.3
Adjustment to restate acquired deferred tax balance at 28% - (11.8]
Adjustments to prior years (9.1 [i2.9]
Income tax credit (30.6] (398} o
* Comparatives have been resiatad to reflect the classification of Martine Spécialitds 5.4.5., Le Pain Croustillant and Sofrapain 5.A.5, as 3
ziscaniinued operations. =
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Notes to the financial statements

Continued

10. Discontinued operations

The Group has receivad firm offers forits speciality bakery businesses, Martine Spécialités 5. A5, Le Pain Croustillant and
Sofrapain S.AS. Subsequent to year end the Group cornpleted the ernployee consultation process raquirad under Franch labour
law and binding offer agreemeants were signed in relation to the disposal of the three businesses [refer to note 34].

The assats and babilities relating to the speciality hakery businesses as at 31 December 2008 have been presented as a held for
sale dispesal group in the balance sheet {refer to note 17),

Discontinuea operations also include items relating to the disposal of MBMG, Erin Foods and RHM Frozen Foods in 2007, and 3
receipt relating ic a property disposed of with our subsidiary Jonker Fris, which was disposad of in 2005.

The results of the discontinued eperations for the year are as follows:

N Year ended 31 December 2008 Year ended 31 Nlecember 2007 [Restated)*
t Spediality Speciality
i bakery Other Total bakeary Other Total
businesses discontinued discontinued businasses discontinued  discentinued
£m tm Em
Turnover 173.0 - 173.0 122.4 451 187.5
Cost of sales (131.9) - [131.9) {73.0] (58,5)  (151.5)
Gross profit 41.1 - 41.1 29.4 6.6 34.0
Selling. markeling and distribution costs (26.1) - 126.1) [18.4) {5.0) (23.4)
Administrative costs (85.4) (0.2)  [85.4) 69 [29.5) (36.4)
Net other operating iIncome 0.9 1.6 2.5 - - -
Operating [loss)/profit {69.5) 1.4 [68.1) 4.1 [27.9) (23.8)
Before exceptional items 4.7 (0.9 3.8 4.1 (1.5) 2.6
Exceptional items (74.2) 2.3 (71.9) - (26.4) {26.4)
Interest payahle (0.2) 0.1 10.3) - - -
Interest receivable 0.4 0.6 1.0 - 0.4 0.4
(Loss)/profit before taxation (69.3) 1.9 167.4] 4.1 {27.5) (23.4]
Taxation (3.1 - (3.11 (2.1 - (2.1}
{Loss)/profit after taxation 72.4 1.9 (70.5] 2.0 {27.5] (25.5)

" Comparatives have been restated to reflect the classificabion of Martine Spécialités S.AS. Le Pain Croustillant and Sofrapain 5.A.5. as
siscani-nued operations.

Included within the loss after tax for the year ended 31 December 2008 is an impairment charge of £68.5m, which has been
recognised against goodwill to write down the carrying value of the net assets held for sale to their fair values aiter any attributable
foreign exchange reserve movemnents.

Ouring the year there was an operating cash inflow in relation to discontinued aperations of £15.0m [2007: £3.5m cutflow], an
outflow of £4.0m {2007: €17 8m inflow?in respeci of investing activities, and an outllow of £0.3m {2007: £1.2Zm outflow] in respect of
financing activities.
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11. Earnings per share Y
Basic loss per share has been calzulated by dividing tha toss attributable to ordinary sharehslders of £443.6m [2007: £63.5m] by b
the weightad averaga number of ordinary shares of the Company. 3
[=
. Year ended 31 December 2008 Year ended 31 December 2007 [Restateal ,%
Bilutive Diluzive %
etfect of effect ot £
Basic share eptions Diluted Basic share options Dilvresd
Continuing operations ‘
Loss after tax [Em) 373.3] -~ {373.3) {37.8) - (37.8),
Weighted average number of shares [m) 8446 - BLL & [ N X N
| i.0ss per share [pance] o [44.2] - (44.2) (4.9) - 6901
Discontinued operations —
Loss after tax [£Em) {70.5) - (70.5) [25.5] - (233] | @
Weighted average number of shares [m) B4b6 - 8446 7724 - 77246 |2
L oss per share [pence] (8.3) - 18.3] (3.3] - (3.31] %
3
Total E
Lose after tax [Em) [443.8) - |443.8] (£3.3) - [63.3]
Weighted average number of shares [m] 844.6 - 8446 772.6 - 772.6
Loss per share [pence) (52.5) - (52.5} (8.2) - (8.2)
* Comparatives have been restated to reflect the classification of Martine Spécialilés S.A.5., Le Pain Croustillant and Sofrapain 5.A.5. as
siscontinued operalions.
Adjusted ezrnings per share ("Adjusted £EPS"] I
Adjusted earnings per share is defined as trading profit less net regular interest payable, less a notional tax charge at 28.5% o
[2007: 30%] divided by the weighted average number of ardinary shares of the Company. 3
3
Trading profit is defined as operating profit before exceptional items, amortisation of intangible assets, tha revaluation of foreign 2
exchangsa and other derivative contracts under IAS 39 and pension credits or charges in relation to the difference hatween 2
the expected return on pension asseis and interest costs on pension liabilities. The definition of trading profit has changedin 3
comparisan to the prior year to exclude the revaluation on other derivative contracts under [AS 39, 3
Net regular interest payable is defined as net interest after excluding non-cash iterns, namely exceptianal write-olf of financing &
costs, accelerated amortisation of debt issuance costs, fair valus adjustrents on interest rate swaps and the unwind of the
discount on provisions,
Trading profit and Adjusted EPS have been reported as the directors believe these provide an alternative measure with which the
shareholders can assess the Group's underlying trading performance.
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Continued

|
i Notes to the financial statements
|

Year ended 31 December 2008

Total
Discontinued  Continuing &
Speciality Specialty
bakery bakery Discontinued !
Continuing ~ businesses businesses Qther Teaal I
£m £m £m fm fm |
[}
i
Operating {loss)/profit {40,5)  169.5) [110.0) 1.4 (108.8] |
Exceptional iterns 2965 742 3707 (2.3) 368.4 |
Operating profit/[loss] before exceptional items 256.0 4.7 240.7 10.9) 259.8 |
Pension financing credit {15.4] - [15.4) - [15.4)
Foreign exchange snd other derivative contracts [6.9) - (6.9) - [6.9]
Amortisation of intangibles 8.7 5.3 520 - 82.0
Trading profit/{loss] 310.2 10.0 320.2 (0.9 319.3
Less net reqular interest payable [126.6] 0.2 (126.4) [0.1] [126.5]
Adjusted profit/[loss) before tax 183.6 10.2 193.8 (1.0) 192.8
Notional tax at 28.5% [52.3] (2.9] (55.2) 0.3 (54.9)
Adjusted profit/{loss] after tax 131.3 7.3 138.6 {0.7) 137.9
Average shares in issue [m) Baa.b B44b 844.6 8446 B4k b
Adjusted EPS (pence] 16.5 0.9 16.4 (0.1] 14.3
Net regular interest payable
Net interest payable 343.4 021 3432 (0.59] 34627
Exclude exceptional write-off of financing costs (17.0) - (17.0] - (17.0]
Exclude lair vatue adjustments on interest rate swaps (218.9] - (2189 - (218.9%
Exclude unwind of discount on provisions (0.9] - {0.9] 0.6 (0.3]
Net regular inierest payable 126.6 (0.2) 126.4 0.1 12865
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o _ Year ended 31 December 2007 2
I' Total 3
i Discontioved  Continging & T

Speciality Speciality =
bakery bakery Discontinued =N
Contnuing  businesses  businesses Gther Totst | 2
£m £m £m £m £ | <
-
Operating profit/(loss) 72.0 4.1 76.1 {27.9 48.2
Exceptioral iterns 158.7 - 9587 264 1851 1
Operating profit/(loss] before exceptional items 2367 41 2348 (15 2333 |
Pension financing credit (16.1) - (16.1) - [16.1]
Foreign exchange and other derivative contracts [4.7) - [4.7) - (471 ¢
Amertisaban of intangibles $2.0 4.2 562 0.1 66.3 %
Trading profit/(loss) 271.9 83 2802 (1.4 2788 | %
Less net reqular interest payable {109.4] - (109.4) 0.4 {109.0] )
Adjusted profit/(loss] before tax 1625 8.3 170.8 {1.01 169.8
Noticnal tax at 30.0% 48.7) (2.5) (51.2) 0.3 {50.9]
Adjusted profit/(loss) after tax 113.8 5.8 119.4 (0.7} 118.9
Average shares in issue [m) 172.6 772.6 77246 T12.4 772.6 é’
=]
Adjusted EPS pence] 14.7 0.8 15.5 (0.1) 154 | &
Net reqular interest payable §
Net interest payable i49.6 - 149.6 0.4] 1492 | %
txclude accelerated amortisation of debt issuance costs 8.4) - {8.4] - 8.4) %
Exclude fair value adjustments on interest rate swaps (21.0) - [31.6) - (33.00
Exclude unwind of discount on provisions (0.8) - (0.8] - (0.8]
Net regular interest payable 109.4 - 109.4 (0.4) 109.0

Dilutive effect of share options

the cutstanding share options.

[sea note 24).

No adjusiment is rnade to the loss in calculating undiiuted and diluted loss per share.

The dilutive effect of share options 15 calculated by adjusting the weighted average number of ordinary shares outstanding to
assurne conversion of all dilutive potential erdinary shares. The only dilutive potential ordinary shares of the Company are share
opulons, 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 vatue of the subscription mghts attached to

For the years ended 31 December 2008 and 31 Decemnber 2007, there is no dilutive effect as the autstanding share optiens that
could have been acauired at fair value is less than the monetary value of the subscription rights attached 1o these cptions.

The issue of 4,731 ordinary shares during the year has been included in determining the weighted average for the current year

2008
Number

2007
Number

Eifect of dilutive potential erdinary shares:
- Share options

Weighted average number of ordinary shares for the purpese of basic loss per share

844,604,404

772,592,139

Weigh:ed average number of ordinasy shares for the purposs of diluted loss per share

844,604,404

772.592.13%
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Notes to the financial statements

Continued

12. Dividends |

T T w08 007 |

pence pence |
Interirn dividend - 430
Final dividend - 220
Total dividend - £.50

The Board has decided that no dividend will be proposed for the year ended 31 Decermnber 2008.

As anneunced on 18 Novernter 2008, the Board considerad it appropriate to suspend dividend payments. The Board is committed
to resuming dividend paymants whean possible but thae future payment of dividends will be dependent upon the Company’s abilily
1o reduca its level of debt, the imitatinns on payment of future dividends imposed hy the Company's debt agreaments and the

_— 1l e

condition of the credit markets al the relevant time, with any dividend being subject to the approval of the Group's Shareholders at
ageneral meeting. The Amended Term and Revolving Credil Faciliies Agreement imposes restrictions on the ability 1o propose
dividends which are subjecl to a leverage test and an interest cover test, with the payment being restricled to no more than 50% of
retained earnings.
13. Property, plant and equipment
Long Short

Fraehold laasehold teasahold Vehicles,

land and land and land and ptant and

buildings buildings huildings  equipment Jozal

fm fm {m £m fm

Cost
At 1 January 2007 85.0 2.2 1.3 316.0 4045
Additions 4.1 - 0.3 111.5 115.9
Acquisition of subsidiaries/businesses 116.6 11.4 2.2 238.0 398.2
Disposal of subsidiaries/businesses (12.5) - (1.0)  {23.3) (34.8]
Disposals (10.7] 10.7] 0.20 0133 (269
Transferred lo held for sale (37.3) (2.2] (11 (117 {52.3]
At 21 December 2007* 145.2 10.7 315 3172 7046
Additions 4.8 - N.4 128.8 134.0
Disposals 1.6} - 0.6) 1467 (48.7)
Reclassifications - - 13 (1.3) -
Transferred to held for sale {10.4) 3.4 1.6)  [32.8) (£8.2)
Foreign exchange 2.6 1.5 - 4.8 8.9
At 31 December 2008 140.6 8.8 31.2  570.0 750.6
Aggregate depreciation and impairment
At 1 January 2007 . 1.7 2.2 0.7 135.3 149.9
Depreciation charge for the year 4.1 0.3 1.5 441 50.0
Disposal of subsidiaries/businesses (3.3) - 0.4]  [16.6) (20.3]
Disposals (3.1] 0.7 0.1)  (72.4) (76.3]
Impairment - - 0.4 15.5 15.9
Transferred tz held for sale (8.0 [1.2) 09 (118} (21.7]
At 31 December 2007* 1.4 0.6 1.2 34.3 97.5
Depreciation charge for the year 68 0.8 1.0 479 56.5
Disposats (0.9] - 03 437 (44.9]
[mpairment 2.3 - 1.4 7.5 1.4
Reclassificalions - - 1.1 (1.1 -
Transferred to held for sale (1.7] (.31 (0.3 (4.3] (10.3)
Foraign exchange 0.4 0.7 - 0.4 1.5
At 31 December 2008 8.3 0.6 4.3 98.5 111.7
Net book value
At 31 December 2007° 143.8 101 303 4229 607.1
At 31 December 2008 132.3 8.2 269 4715 638.9
* Tha 31 Dec 2007 comparauves have been restated for IFRS 3 fair valug aojusiments on the acquisition of RHM ple.
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The net bosk value of the Group s vehicles, plant and equipment includes an amount of £0.9m [2007: £1.1m}in respact of assats
held under finance leases.

At 31 Decernber 2008 the Group had antered into contractual commitments for the acguisition of property, plant and equipment
amounting to £22 8m (2007: £42.6m).

The impairment in 2008 of £11.4m mosily relates to the closure of our millin Retherham and an impairment against certain plant
and machinery relating to discontinued production lines. The impairment charge reflects the difference between the carrying vaiue
of assets and their expacled recoverable amounts. Recoverable amaunts have been determined on the basis of valuain usa or fair
value less costs to sell. As at 31 December 2008, the rate used to discount the forecasted cash flows was 11.1% (2007: 8.4%].

aeof ayl jo malnraaQ

The impairment in 2007 of £15 9m relates te the 'ntegraten of the administrative functions of RHM's formar head oifice at Marlow,
the Culinary Brands husiness at Addlestone and Middlawich, the Manor Bakeries business at Windsor, the clesures of nine
manufacturing sites as a result of the Group's manufacturing review, the announced closures of the bread manuiaciuring sites

in Bradford and Plymouth, and a depot in Telford, the closure of the King's Lynn manufacturing site as a resuli of the Campbell's
integration and the closure of the Coolock and Thurles manufacturing sites as a result of the integration of the Irish operatians.

The Group's borrowings are secured on the assets of the Group including property, plant and equipment.

14. Goodwill

MEADL STRUISNY

2008 2007
[Restated)*
£m £m

Cost

At 1 January 1,649.5 4802
Acquisition of subsidiaries - 11714
Impairment - continuing {194.4] -
Impairment - discontinuing (68.5] -
Transferred to held for sale {15.3) -
Disposal of subsidiaries/businesseas [note 10) - 12.1)

At 31 December 1,371.3 1.6495

* The 31 Dec 2007 comparalives have been restaled for (FRS 2 fair value scjustments on the acquisition ¢f RHM plc.

Impairment tests for geodwill
As a result of the integration programme undertaken by the Group, the previously disclesed cash-genarating units ["CGU's"| have
been changed to more closely align them with the new divisional structure, which was effective from 1 January 2008.

zaveuszsof aiodion

This has resulted in six CGU's in which Goodwill acquired invarious business combinations has been allocated. Goodwill praviously
allocated to Ambrasia, Bird's, Nestlé, RHM Culinary Brands and the UK business of Campbeall's has been allocated to the Grocery
CGL. Goodwiil previously allocated to Cauldron and Marlow has been sllocated into the Meat-free CGU, Goedwill previously
allocated to the Irish business of Carmpbell's, Chivers Ireland and REM Ireland [praviously within RHM Customer Partnerships
CGLI has heen allocated into the [reland CGU. Goodwill previously allocated to the RHM Customer Partnerships CGU has heen
allocated between the Grocery, Chilled and Ireland CGU's. Goodwill previously allccated to RHM Cakes has been allocated between

m
the Cake and Chilled CGU's. There has baen no change to the allocation of goodwill to RHM Bread Bakenes fwhich subsequently El
became the Hovis CGUI. §
Tha new CGU's are as iollows: g

2008 2007 §

[Restared)* =Y

Em im
Cake 128.8 128.8
Chilled 170.7 1707
Grocery 759.% 759.9
Howis 163.0 441.2
Ireland 59.3 593
Meat-free 89.6 89.6

Net carrying value of goodwill 1,371.3 16495 {7

*The 31 Dec 2007 comparatives hzve been reslaled into their new CGU's and alsc for IFRS 3 fair velue adjustments on the acquisiion of REM ple. %:

Goodwill is tesied annually for impairment, or more frequently if there are indications that goodwill may be impaired. The %

recoverable amount of a CGU is detarmined based onvalve inuse calculations or fair value less costs (o szll, depanding onthe way |

in which the value of the CGU is expected to be recovered. 3

In 2008, an impairment assessment of the carrying value of the goodwill assigned to the speciality bakery businesses, Martine g

Spécialités S.A.S., Le Pain Croustilitant and Sofrapain S.A.S_has been undertaken by assessing their fair value less costs to sell in
light of the decision to dispose of these businesses. This goodwill was previously included within the Hovis CGU and was tested for
impairment prior to its classificaticn as held for sate. The impairment test in respect of the remaining goedwill within the Hovis
GGl and the other CGU's has been undertaken by assessing the CGU's value in uise.
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Notes to the financial statements

 Continued

Key assurmnplions |
Fair value lass costs 1o sellin respect of the speciality hakery businasses has been determined by reference 1o the value of the firm
oifers receved, less the expectad costs of disposing the businesses. ‘

The key assumpiions for calculating value 1n use are those relating to the cash flows, long-tarm growth rate znd discouni rate.

Cash flow assumptions

The cash flows uszoin the value inuse caleulation are pre-tax cashrflows based on the latest approved management forecastsin
respect of the tollowing five years. Assumptions regarding these future cash flows are based upon actual results in prior pericds
and adjusted for expected developments in the following yzars with reference to market conditions and reascnable managament
expectatians for the businesses. All incorne and costs are taken into account and an estimate of capital expenditure raquirad to
ma ntain these cash flows 1 alse made,

Long-term growth rate assumptions
The five year management forecasts are extrapolated in perpetuity using growth assumptions relevant for the business sector,
The growth rate appliedis 2.253% (2007 2.0%] and is not considered to be higher than the average long-term industry growth rate.

Discount rate

The discount rate applied to tha cash flows is calculated using a pre-tax rate based on the weighted average cost of capital
["WACC") which would ba anticipated for a market participant investing in the Group, The Directors believe itis appropriate
to use a single common discount rate for allimpairment testing as each CGU shares similar risk profiles,

The Group has considered the impact of the deterioration in the economic climate in determining the approoriate discount rate
10 use in impairmsnt testing. Due to the increased cost of horrowing and the higher level of return expected by equity holders [due
io the perceived risk in equity markets| the discount rate used has increased significantly when compared with the previous year.
At 21 December 2008 the pre-tax rate vsed io discount the farecasted cash flows has been determined to be 11.1%(2007: 8.4%)].

Impairment
Atotalimpairmeant charge of £262.9m has beenrecognised in the year.

Included within this charge is £68.5m recognised against the goodwill allocated to the speciatily bakary businesses and has been
recorded within discontinued operations. The residual goodwill atiributable to these businesses of £15.3m has been transferred
to assets held for sale (refer to note 17].

Afurther charge of £194.4m has been recognised against the goodwill allocated to the Hovis CGU [which is included within the
Hovis segment] and thereby reducing the carrying value of this CGU to its recoverable amount. This impairment has arisenas 2
result of the significant increase in discount rate Fas noted abovel. Any favourable change in assumptions in future periods will
result in additional headroom howaver any adverse change would result in additional impairment.

With regards to the remaining CGU's, the Directors believe no reasonable change in the key assumptions used in the impairment
testing would cause the carrying value to excead its recoverable amount.

m Premier Foods ple Arpual repert and accounts 2008 For mave infrmaiis wae. pere arlosds coe |




15. Other intangible assets g
- T - Software/ Brands/  Customer t“
ticences  Trademarks Relationships Total =
£m £m £m Em | 2
Cost 5
AU1 January 2007 18.3 3937 - 4120 13
Additicns 8.7 - - 37 7
Acquisition of subsidiaries/businesses 218 298.0 280.0 209.8
Disposals (1.5 (2.0 R e :1}
At 31 December 2007 57.3 gge7 B0 15770
Addiions 312 - - 3.2 1
Transierred to held for sale - - {37.0) (37.0]
At 31 December 2008 88.5 $8%9.7 2430 1,321.2 |
Amortisation 2
At 1 January 2007 34 19.3 - 24 |3
Charge for the year 4.4 an.? 317 663 | 8
Impairments 0.6 - - 0.6 |2
Disposal - [0.1] - 0.1)]%
At 31 December 2007 8.1 £9.4 N7 89.2
Charge for the year 7.7 34.3 40.0 22.0
| Transferred to held for sale - - (9.5] (9.5)
At 31 December 2008 15.8 83.7 62.2 161.7
Net book vaiue 31 December 2007 49.2 5403 2483 12378
Net book value 31 December 2008 72.7 906.0  180.8  1,159.5 | |
=]
Brands and trademarks are considered to have finite useful lives and are amortised on a straighl-tine hasis vver their estimated ‘S
useful lives of 20to 40 years. Soltware is amortised on a straight-line basis over its estimated useful life of 3 to 10 years. Customer | £
relationships are amortised on a straight-line basis over their estimated useful lives of 7 years. 5
Contained within brands and trademarks are values attributed to the fair value adjustment in relation to the acguisition of RHM ple 3
in 2007 The fair values of intangible assets at acquisition for these brands were £598.0m. The remaining periods of amortisation 3
for these assets are hetween 18 and 38 years for the RHM brands, ®
The fair value attributed to customer relationships acquired as part of the acquisition of RHM plcin 2007, was £280.0m and
represenls the value of own lahet contracts with new and existing custemers.
Software and licences reflect the fair vatue adjustment in relation to the acquisition of RHM ple. The fair value of licences at
acquisition was £29.9m, which are amortised over the remaining tives of the licence agreements,

On the acquisstion of Chivers Ireland, a fair value adjustment was recognised under [FRS 3 in respect of a beneficial propertylease )
agreement. As a result of the annoi:ncement to close the Coolock site, a £0.6m impairment was recognised in 2007. z
Included in the software additions for the year ahove are [4.5m of internal costs [2007; £1.8m]. 5
n
As at 31 December 2008, the Group's borrowings are secured on the assets of the Group including other intangible fixed assets. 2
The material brands held on the balance sheet are as follows: §
Carrying value at Estimaterd useful ”
31 December 2003 life remaiming
Brand/Trademark £m years
Bisto 169.3 28
Howis 152.8 38
Oxo 103.5 a8
Balchalars 89.3 28
Sharwoods 80,0 28 |7
Quorn 70.5 27 | &
Mr Kipling 65.9 28 1
@
g
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Notes to the financial statements

Continued

14. Investments

Principal subsidiaries

Country of Effective Inferest
incorporation In ordinary share
or registration and capitai at 31 December
Name of Subsidiary principal operations Principal actmity 2008 2007 |
Operating subsidiaries ‘
Chivers Hartlay Lirmited United Kingdom Spreads and pickles 100% 100%
manufacturing
H.L. Foods Limited United Kingdom Foed canning and 100% 100%
[rocessing
Prerier Armbient Products {UK] Limited  United Kingdom Spreads, pickles, vinegar, 100% 100%
jelly and desserts rmanufacturing
Prernier Internaticnal Foods UK Limited United Kingdam Hat and celd beverages manufacturing 100% 100%
Marlow Foods Limited (Quorn) United Kingdom Meat-free manufacturing 100% 100%
Cauldron Foods Limited United Kingdom Meat-free manufacturing 100% 100%
Prermier Grocery Products Limited United Kingdorm Manufacture and distribution of soups, 100% 100%
meat and other food products
Pramier Grocery Products Ireland Limited  Republic of [reland  Manufacture and distribution of soups, 100% 100%
mezat and other food products
Pramier Foods Group Limited United Kingdom Manufacture and distribution of cake. bread, 100% 100%
own label and other food products
Other subsidiaries
Premier Brands Foods Limited United Kingdom Intermediate holding company 100% 100%
remier Financing Limited United Kingdom Intermediate 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
No. 1 Limited United Kingdom Intermediate holding cormpany 100% 100%
Premier Foods Investments
MNa. 2 Limited United Kingdom Intermediate helding company 100% 100%
Premier Foods Invesiments
Ne. 3 Lirnited United Kingdom Intermediate helding company 100% 100%
Premier Foods Group Services Limited United Kingdom Intermediatz holding company 100% 100%
RHM Limited United Kingdom Intermediate holding company 100% 100%

Premier Foods Investmeants No, 3 Limited and RHM Limited are direct wholly owned subsidiary undertakings of Premier Foods nlc.

All other suhsidiary undertakings are held indirectly by Pramier Foods plc.

Each of the principal subsidiary undertakings have the same year end as Premier Foods plc. The companies listed above are those that
materially affect the results and the assets of the Group. A full list of subsidiary undertakings is available irom the Company Secretary.
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sale at the halance sheet date. The disposal has taken longer than anticipated due to the adverse market conditions, however,
management remain confident that they will be completed in the near future,

18.Inventories
2003 2007
[Restated]”
m im
Raw materials 88.4 85.4
Work in progress 5.8 41
Finished goods and goods for resale 144.6 118.9
Inventories 238.8 208.4
* Tha 31 Dec 2007 comparatives have been restated for IFRS 2 fair value agjustments onthe acquisition of RHM ple.
The borrowings of the Group are secured against all the assats of the Group including inventory.
19.Trade and other receivables
2008 2007
[Restated)”
&m £m
Trade recenables 287.4 2791
Trade recaivables impaired (6.0) {3.8]
Net trade raceivables 281.4 2753
Prepayments 19.6 289
Interast recaivable 0.6 3.6
Other tax and social security receivable 20.0 13.3
Other recs'vables : 15.4 7.8
Trade and other receivables 337.0 328.9
* The 31 Dlec 2007 comparatives have been restated for IFRS 3 fair value aojusiments on Lhe acquisilion of RHM ple.
The borrowings of the Group are secured against all the assets of ihe Group including trade and other receivables.

J

T
17. Assets and liabilities held for sale te
2008 7 1=
£m tm 3%
Non-current assets: =
Properiy, plant and equipment 45.6 304 ‘j
Goodwill 15.3 -8
Other intang:blz assets 27.5 -
Other non-currant assets 0.4 -
Current assets: ;
Inventories 2.0 -
i_Irade and other raceivables 26.6 ;
| Total assets held for sale 124.4 30.6
Current liabilities: W
Trade and other payahles 141.0) - @
Financial habilities - short-term herrowings 10.4) - |8
Current income tax Uabilities (1.0} - 1%
Non-current liabilities: 3
Financial liabilities - lang-term borrowings (1.3 -3
Provisions {3.0) - "
Qther liabilities (0.4 -
Deferred tax liabitities (9.2) -
Total liabilities held for sale (56.5 -
Net assets and liabilities held for sale 67.9 30.6
The Group has received firm offers for its speciality bakery businesses, Martine Spécialites 5.A5. Le Pain Croustillant and
Sofrapain $.A.5. Accordingly, the results of the speciality bakery businesses for the year have been classified as discontinued
operations [refer note 10]. o
Assets and liabilities relating tc these businesses have heen reclassifiad as held for sale in the balance sheet with effect from b
31 December 2008. The value of the assets and liabilities relating to hese businesses was reviewed at the date of reclassification | &
according to IFRS principles and as a resuit, the carrying amaunts of non-current assets were written down o their fair values. =
Goodwill of £15.3m at 31 December 2008 is shown after (he recognition of @n impairment charge of £68.5m [refer ta note 14]. é
Of the £30.6m of property, plant and equipment held for sale at 31 Decernber 2007, £7.7m continues o be classified as held for 2

I
F]
[
F
=X
B
B
w
“
a
=
»m
El
»
3
=
n

UDINEW IO 83| 0YSIBYS

| Tarmzrrnfer TANEs aveepromertads Lok Annuat repert and accounis 2208 Premier Foods plc




Notes to the financial statements
Continued
20.Trade and other payables '
- 2008 o0r
€m £m !
Trade payables 431.6 4334 1
Dther tax and social sacurity pavable 1.4 132 1
Dther payables 56.6 A1
Accruals o 40.2 306 !
Trade and other payables 539.8 538.5 |
l
21.Bank and other borrowings [
f T T - - - 008 w7
£m £m
Due within one year:
Secured Senior Credit Facitity - Term A2 [note al 150.6 100.0
Debt issuance costs (0.8) (0.9)
149.8 991
Bank overdrafts 6.9 0.1
Total bank barrowings due within one year 156.7 99.2
Finance lease ohligations [note 22] 0.6 1.0
Dther unsecured loans [note ¢l 17.5 12.5
Total borrowings due within one year 174.8 112.7
‘ Due after more than one year:
! Secured Senior Credit Facility - Working Capital [note bl 10.0 -
| Deht issuance costs = -
! 10.0 -
Secured Senior Credit Facility - Revelving [note al 450.0 200.5
| Debt issuance costs (3.4) (4.5)
446.6 196.0
Secured Senior Credit Facility - Term Al [nate al 289.9 2898
Debt issuance costs {1.5) 2.1}
288.4 2877
Secured Senior Credit Facility - Term AZ [note a 891.1  1.050.0
" Debt issuance costs {4.7) (7.3
886.4 10427
Finance lease cobligations {note 22] 1.1 33
Other unsecured loans 0.1 -
Total other 1.2 3.3
Total borrowings due after one year 1,632.6 15297
Total bank and other borrowings 1,807.4 1,642.4

The borrowings are securad by a floating charge over all assets of the Group.

Cash and bank depos:ts and short-term borrewings have been offset to the extent possible in accordance with the Group's banking
agreements and the legal nghts to such offset in accordance with IAS 32, “Financial Instruments: Disclosure and Presentation’.
(a) Senior Term Credit Facility and Revolving Credit Facility Arrangement - 2007

On 28 February 2008, the Group entered into a supplemental agreement with its banks amending certain terrms of its Senior Term
Credit Facility and Revolving Cradit Faciiity Arrangement of the 16 March 2007.

This original facility was arranged by Barclays Capital, Bayerische Landesbank, BNP Paribas, Rabobank Iniernational, Lloyds 158
Bank pic and The Royal Bank o* Scotland plc as lead arrangers and underwriters and Lloyds TSB Bank plc as facility agent and
security trustee.
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The Senior Term Credit Facility now comprises £1,332m of Term facilities. The Revolving Credit Facility is a multi-currency g
revolving credit facility of up to £500m lor its equivalent in other currencies]. The final maturity date of the above arrangementsis | 2
16 March 2012. 2
. . : . - ta
{b) Secured Senior Working Capital Credit Facility | =
On 28 February 2008, the Group converted its £100m Acquisition line into a Working Capital Une and agreed an additionat £123m of e
shart-term facilities with three of its leading hanks. All borrowings against the £125m of shert-term facilities were fully repaiden
23 December 2008 and the facility terminated. ,
lc] Other unsecured loans failing due within one year includes amounts owad in respect of cash receipts from debtars previously '
sold under the debtors securitisauion programme,
|
0n 18 November 2068 the Group announcad an agreement with i3 lending banhks to defer its 31 Decembar 2008 covenant test lo
31 March 2009.
22. Financial instruments E_D
The Group is subject to the risks arising from adverse movemants ininterest rates, commaodity prices and foreign currency. The 2
Group Uses avariety of derivative financial instruments to manage these risks. The managing of these risks, alang with the day-to- | 7
day managing of treasury activities is performed hy the Group Treasury function. The policy framework governing the managing of | 2
these risks is defined by the Treasury Committee. The framawork for management of thess risks isincorporated into a policizs and | 2
procedures manual.
The Group atso entars into contracts with suppliers for its principal raw matenal requirements, seme of which are censidered
commoaodities. These contracts ara part of the Group's normal purchasing aciivities.
fal Market Risk
(i} Foreign exchange risk
The Group's main operating entities functional currencies and the Group’s presentational currency is pounds sterling althcugh —-—
some fransaciions are exectied in nan-sterling currencies, including Euros, US dollars, Canadian dollars, Swiss Francs and Swedish o
Krona. The transactional amounts realised or settied are therefore subject to the effect of movernents in these currencies against the 3
nound. Management of these exposures is centralised and managad by the Group's Treasury Function. It is the Group's policy 5
to manage the exposures arising using forward foreign currency exchange contracts and currency options. Hedge accounting o
15 not sought for these transactions. z
The Group generates some of its profits in non-sterling currencies and has assets in non-sterling jurisdictions, principally the g
Euro. The translation exposure resulting from these Euro denominated profits and ovarseas net assets is hedged. This matteris 2
reviewed reqularly by the Treasury Committee,
The principal foreign currency affecting the translation of subsidiary undertakings within the Group financial statements is the
Euro. The rates applicable are as follows:
Year ended 31 Year ended 31
Principal rate of exchange EUR/E December 2008 December 2007
Year end 1.0310 1.3620
Average 1.2541 1.4600
The carrying amounts of the Group’s financial assets are denominated in the following currencies:
Cash ot bank Trade and
and i hard other recenaties
2008 2007 2008 7007
Em £m £m Em
Currency
Sterling 22.4 12.7 267.2 243.7
Euro 13.8 a9 27.0 43.0
US dollar .7 1.6 1.7 -
Dther 0.7 0.7 1.5 -
40.6 239 2974 2867 |
&
5
g
g
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| Notes to the financial statements

| Continued

losses recegnised in the conselidated incoma statement. Such exposures comprise monetary assets and hiabilities tnat are not

. . I

The table below shows the Group's currency exposures as at 31 Decernber 2008 and 2007 that gave riss to nel currency gains and |
|

| deneminated in the functisnal currency of the subsidiarias involved. |

The amounts shown below are after taking into account the effect of forward foreian currency exchange contracts and other
derivatie instrumeants entered into te manage these exposuras.

Functional currency of subsidiaries

{
Sterling £uro Tutal L
{m £m Em |
At 31 December 2008 |
Net foreign currency monetary assets/(liabilities )
¢ Sterling - 2.6 2.6
Euro 7.0 - 7.0
US dollar 5.3 - 5.3
| Other currencies ~ 0.5 - 0.5
Total 12.8 2.6 15.4
At 31 December 2007
Net foreign curre ncy monetary assets/{liabilities)
Sterling - 5.7 5.7
Euro [0.4) - (0.4)
US dollar 27 - 27
Other currencies 0.5 - 6.5
Total 28 5.7 8.5

If the Eurc were to weaken/strengthen against sterling by 10% with all other variables held censtant, post tax profit would decrease
by £3.0m [2007: £1.7m] or increase by £2.5m (2007: £1.4m).

If the Dollarwere to weaken/strengthen against sterling by 10% with all other variables held constant, post tax profit would
decrease by £5.0m [2007; £3.3m]) or increase by £4.1m [2007: £2.7ml.

(il Price risk

Tha Group purchases a variaty of commodities which can experience significant price volatility, which include, inter-alia, wheat,
tinplate and energy. The price risk on thess commaodities is managed by the Group through the Treasury Committee. Itis the
Group’s policy to minimise its exposure 1o this volatility by adopting an appropriate forward purchase strategy or by the use of
derivative instruments where they are available.

{0 Cash flow and interest rate risk

The Group borrows principally in pounds sterling at floating rates of interest and seeks to mitigate the efiect of adverse moverments
i inierest rates by entering inio derivative financial instruments that reduce the tevel of exposure 1o floating rates. The Group
actively moniiors its interest rate exposure, since the high level of debt makes its profitability sensitive to movements ininterest
rates. The targel of fixed/capped debt is defined in the Group Treasury policy and procedures. The Group will genarally maintain

a proportion of delit that)s fixed or capped of no less than 30% and no more than 75%, however, this can be amended subject to
agreem=nt by the Treasury Committee. The Group currently has a higher level of its debt econemically hedged. Hedge accounting
15 not sought for these transactions.

In addition the Group has entered into a debt securitisation programme which has the effect of reducing interest cost by & further
1720 hasis peints on the amount advanced when comparad to the borrowing costs of the Group’s term {acility.

Cash and deposits earn interest at floaling rates based on banks shart-term treasury deposit rates. Short-tarm trade and other
receivables are interest-frea.

The interest rate risk profile of tha Group's non-derivative financial liabilities [debt before issuance cosis] after taking account of
tha interest rate swaps used to manage the interest profile was:

Floating rate Othar Total

fm £m Em

At 31 December 2008 141.6 1,650.0 1,791.6
A1 31 Decembar 2007 728 15675 16403

Included within "Other” are interest rate swaps with varying terms and conditions. Further details on the swaps used by the Group
are provided belovs.

Inaddition, the Group's provisions of £51.7m as at 31 December 2008 [2007: £75.0m] for restructuring and other liabilities were
considerad to ce floating raie financial lizbilities. These cash flows are discounted where the effect (s material.
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Fixed rate financial Labilities
The weighted average interast rates for {ixed rate habilities are the interest rates after the effzcts of hedging and are as follows:

Weighled average
interest rate %t

Jead sy j0sa1a A

Currency Sterling
At 31 December 2008
At 31 December 2007

[l |

1
)

The iloaung ratas applicable to Interest rate swaps are resel quarterly based on the prevailing market rate at the reset date.

The foliowing tahle reflects the eartiest likely contraciual maturity date of the interest rate derivative contracts taking into azcount

zero cost call leatures, where market rates =t the balance shect date indicata they witll be triggered by the banks, as weil as mutual
break clauses under which either party can be required lo setile the fair value of the contract for cash. Without taking into account

thase features, a number of these contracts would continue for up to 30 years.

I
r Within 1 1and 2 2and3 Jandd dand 5 Overb Tozal
war years years years YEQ(S ‘yPGFS
fm fm Em fm tm fm £m
2008
Fixed rate 340.0 125.0 - - - - 445,0
Cap and Floor Struciure - - - 350.0 - - 350.0
lLong dated callable Swaps - 100.0 50.0 275.0 150.0 25.0 600.0
Other callable Swaps - - - - 235.0 - 235.0
340.0 225.0 50.0 625.0 385.0 25.0 1,650.0
2007
Fixed rate 3125 230.0 125.0 - - - 647.5
Cap and Floor Structure - - - - 700.0 - 700.0
Long dated callable Swaps - - 200.0 - - - 200.0
Oiher callable Swaps - - - - - - -
3125 230.0 325.0 - 700.0 - 15475

The cap and floor structures have a nominal value of £350m (2007: £700m] with caps set at 6.00% ta 6.25% and floor rates between
&.31% and 4.55%. In addition, when LLIBOR rates are beneath the floor strike price, a digital eption is triggered which resulis in the
Group paying interest at 5.75% on all of these instruments.

Long dated swaps of £400m [2007: £200m] have cailabie options whereby the counterparty bank can cancel the swap at nil cost
alcertain specified dates. Of these contracts £400m (2007: £200m| have a stated maturity date of 2037 and the remainder have
maturity dates of 2023 (£150m, 2007: £nit) and 2013 [£50m. 2007 £nil). These swaps have an average fixed rate of £.84% [ranging
between 4.52% and 4.99%| with twa contracts {nominal value of F200m]} having an initial discounted interest rate of circa 1,54%
until 31 December 2009. Of the contracts in place, £150m are currently callable with a further £100m becoming callable from

31 December 2009, and the remainder being callable from Septernber 2010 onwards.

The other callable swaps contain features whereby a tatlin LIBOR below 3.5% and 3.25% causes the rate of interest paid by the
Group toincrease. Above these rales the Group pay a fixed rate of interest of an average 4.54%. These contracts are also callable
at it cosst. Callable features are currently active on contracts with a nominal value of £60mwith the remainder active irom

31 December 2009. These instruments give rise to the Increase ininterest payable shown in the sensitivity analysis below.

At 31 December 2008, for every 50 basis points reductionin rates helow the last iloating reset rata of 2.77% [based on 3 month
LIBORY, vith all other variables held constant, annualised net cash interest would increase by £3.6m.

At 31 December 2008, if interest rates were 200 basis points higher than the last floating reset rate of 2.77% [based on 3 month
[LIBOR}, with all other variables held constant, annualised net interest would decrease by £5.1m. This analysis assumes that
currently applicable callable features in two contracts with nominals of £110m are not exercised.

At 31 Decamber 2007, 1f interest rates were 10 basis points higher/lower, with all other variables hald constant, post tax profit,
excluding dervative fair vaiue movements, would have decreased/increased by £0.6m.

At 31 December 2007, 1f interest rates were 50 basis points higher/lower, with all other variables held constant, past tax profit,
excluding dervative fair valiue mevements, would have decraased by £2.8m erincreased by £1.5m.

Since 31 December 2008, the Group has negotiated an amendment to the break clausesin tao ot its interest rate swaps. Refer
tonote 34 for further details.

UGLIEULIO UL I3poyareys

[b] Credit risk
The Group's principal financial assets are cash and cash deposits, irade and other raceivables and investments.

The Group has ne significant concentrations of credit risk. Cash and cash equivalents are depasited with high-credit quality
financial institutions and trade receivables are due principally irom major grocery retailers (though it is the Group’s pelicy
toinsure trade debt].

PATINDS SSEUISTY

ssueuiwnob aleiodion

I
E
&
F
Q.
[
=X
n
“
o
=4
o
3
m
3
=
L]

I Far mars mlo: maton awmvspecm ortasde.cs o Annual repsrt and accounts 2008 Premier Foods ple m




Notes to the financial statements

Continued

T

At 31 December 2008 irade and ather receivables of £42.3m [2007: £32.9m) were past due but notimpaired. These relate to l
customers with whor there s no history of default. ‘
1

{

The ageing of trade and other recevables was as follows:

Past due
Fully perfarming 1-30days 31-A0days 61-90days 91-120days 120+ days Toal
im £m £m £m Em £m Em !
Trade and other receivables ‘
2008 255.1 32.8 41 4.3 1.0 0.1 297.4
2007 2538 11.3 7.3 3.7 10.4 0.2 2846.7

At 31 December 2008 trade and other recevanlas of £4.0m [2007: £3.8m! were determined to be speaiically impaired and
provided for. The amount of the provision reflects raceivables from custemers which are considered to be axperiencing difficult
gconomic stituations.

The Group does noi hold any collateral as security against its financial assets.

Moverents in the provision fer impairmant of trade receivables are as follows:

2008 7007
{Restated|®
£m £m
At January KR :] 1.3
Provision for receivables - on acquisition - 55
Unused provision reversed - (0.3)
Recelvables written off during the vear as uncollectahle {5.7) {3.3)
Prowision far receivahies impairment dispased - (0.4]
Provisicn for receivables impairmeant raised 7.9 1.0
At 31 December 8.0 38

" The 3§ Cec 2007 comparatives have been restated for IFRS 2 fair value adjustments on the acquisition of RHM ple.

The Group has benefitted from a £100m securitisation programme to allow 1t to transfer trade receivable balances 1o one of the
Group's primary banks. This programme also allows the Group 1o de-link its own credit rating from that of the underlying assels
and achieve a lower cost of funding.

{c] Liguidity risk
The Group manages liguidity risk through both the treasury and finance functions. Cash flow forecasts are prepared and reviewed
on a weekly basis, normally covering a period of three months.

In addition, cash flow forecasts are prepared as part of the Group’s overall budgeting and forecasting processes and perfermance
Is monitorad against this each month. This 15 intended to give the Beard suificient forward visibitity of debt levels.

The Group's net debt level can vary significantly from month to month and there s some velatility within months. This reflects
trading patterns, tming of receipts from custamers and payments to suppliers, patterns of invantory holdings and the timing of the
spend on major capital and resiructuring orojects. For these reasons the debt levels at the year end date may not be incicative af
dabt levels gt other points throughout the year.

The following table analyses the Group’s financial Liablities into relevant maturity groupings based on the expectad undiscounted
cash flows,

Within 1 1and? 2and 3 Jand i 4andh Over 5 Total
year years Years years years years
fm £m £m fm £m tm fm
At 31 December 2008
Bank Term Loan 150.4 178.3 - 1,002.7 - - 1,334
Bank Revolver Facility [Drawn down| - - - 4500 - - £50.0
Working capital facility - 10.0 - - - - 100
Bank overdraft 6.9 - - - - - 4.9
Finance lzases 0.6 0.4 0.2 0.2 0.1 0.5 2.0
At 31 December 2007
Bank Term Loan 100.0 150.0 180.0 - 10098 - 1,4398
Bank Revalver Facility {Drawn down) - - - - 2005 - 200.5
Bank overdrait 0.1 - - - - - 0.1
Finance leases 1.0 1.1 0.2 0.6 0.6 0.9 5.1

The Bank Term Loan and RBank Revelver Facility are re-priced quarterly, loan notes every six months and other liabilities are nol
re-priced before the maturity date.

The Groug has £90.0m [2007; £100.0m) of facilities available and not drawn as at 31 December 2008 expiring between 1 and 2 years,
and £30.4m [2007: ££00.0m), expiring between 3 and 4 years.
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(d) Farr Value

based on LIROR of 2.77% (2007: 5.99%]| at the halance sheet date. This table includes the effect of mutual break clauses, whereby
gither party can require the other to settle the fair value of the contract at that date for cash. To date, the Group has not been
required 1o settle for cash under such a clause and does not anticipate a future requirement to de so.

Furthermore, for the purposes of this table, callable features have been reflected where the yield curve indicates that a
countarparty s likely ta call or cancel a contract at nil cost to themselves. We note that no cenlracts [2007: 3 coniracts) are
expected to be called at nil prior to their contractual maturity based on the current yield curva.

The fair value of hnancial instrurmnents traded in active markets [such as publicly traded derivatives| is based on quoted market
prices at the halance 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 balance sheet date. The fair value of foreign exchange option
contracts s determined using forward exchange market rates at the balance sheet date using the Garman Kohlnagan rmodel.
Where the model is unable 1o revalue the optiens, valuations are sought from reliable third parties,

The un-drawn faciities form part of the Group's overall working capital lines, the drawn down amounis of which bearinierest at floating (9
rates, subjact to any hedge overlay, and are committed for £90m until March 2010, and the remaining £50.4m unhl March 2012. | 2
The borrowings are secured by a floating charge aver all the assets of the Group. ‘ 2
Subsegquent to the year end, the Group has put in place a £60m short-term liquidity facility with three of its lead banks. This facility z
will mature on 21 March 2009, The Group has also agreed amendments to its Term and Revalving Credit Facllities withits lending
banks. Refer to note 34 far further detail. 0
The following table analyses the expacted undiscounted cash flows of interest on the floating rate dabt to maturity [based an the i
last fixed rate refix of 2.77% (2007 5.99%]}, . i
. w1 Tand 2 Zand 3 Jand4 Cawds | Owrs | Taal |
I year yars years years yoars years
£m fm im £tm £m fm L
Interest —
2008 49.6 45.5 40.5 8.4 - - 1440 | 2
2007 o 98.3 92.3 83.3 725 151 - 3615 %
The following table analyses the Group’s derivative financial instrumsants inte relevant maturity groupings based on the remaining 3
pariod at the baiance sheet date tc the contractual matunty date. The amounis disclosed are the undiscounted cash {lows. Where 3
it relates to options the mark te market value is used. :
Within 1 Tand 2 ZFamd 3 Jandd Gand 5 Cver5 Total
yuar years yeals YEArs yRars YEIrS
| £m £m £m £m £m fm £m
At 31 December 2008
Farward foreign exchange contracts:
Outilow (78.9) 6.7} - - - - [95.6]
[nflow 64.3 13.7 - - - - 78.0
Commodities: o
Outflow (26.2)  [(0.4) - - - - l24.8)|3
Qutflow on options (0.6) - - - - - (0.6 | £
Inflow 14.9 0.2 - - - - 15.1 | B
Interest rate swaps: 2
Outflow (56.4] (174.4] (4100 (353.5] (88.21 (27.00 [740.5] | 5
Cutflow on oplions - - - [32.8) - - (32.8] | 2
Intlow 34.4 96.6 20.4  204.1 45.8 16.5 4178 | °
46.5)  [81.0) (20,8] [182.2] {42.4) (10.5) (383.2}
At 31 December 2007
Forward foreign exchange conltracts:
Outflow [48.9] (8.8) - - - - [77.7)
Inflow 68.1 8.8 - - - - 749
Interest rate swaps: ol
Outflow (26.3) {23.3) (1.5 (6.8 - - [67.9) ]
Outilow on options - - - - (13.3] - (133}
Inflow 33.9 30.4 15.0 9.0 - - 88.3 1
6.8 7.1 3.5 2.2 (13.3] - 6.3 §r
The anove table incorporates the contractual cash flows of the interest rate derivatives with floating rates of interest calculated %
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Notes to the financial statements

Continued

nayable, recevad or recaivable are assumed to approrimate fzir velue. For retirernent benefit obligations, the mezasuremsznt of
liahilities 1s defined and related assets are siated at market {bid] value. For disclosurs purposes the fairvalue of financial babilities |
Is estimated by discounting the future contractual cash flows at the current market interest rate that is available to the Group for

) . . . . f

Forthe purposes of valuing trade and other receivables, cash ang cash equivatents, trade and other payables, the armounts, paid, |
|

|

similar financial instruments. :

The fotlowing table shows the carrying amaunts [which approxsmate to fair value except as noted below] of the Groun's financial )
assets and financial liabilities. Fair value is the amount at which a financial instrurment could be exchanged in an arm’s length |
transacticn between informed and willing parties, other than a forced or liquidation sale and excludes accrued interast. Set out

below the table is a summary of methods and assumptians used for each category of financial instruments. .

7008 7007 |
i Restated]”
£m Lm
Loans and receivables:
Cash and cash equivalents 40.6 23,
Trade and other recevabias 297.4 286.7

Financial assets at fair value through profit or loss:
Derwative financial instruments

- Forward foreign currency exchange contracts/currency options 21.2 2.1
- Interest rate swaps - b4
Financial liabilities at fair value through profit or loss:

{ Derivative financial instruments
- Forward foreign currency exchange contracts/currency options 11.0) 10.7)
- Commodity derivatives 111.9] -
- Interest rate swaps 1237.4) [24.9)
Financial liabilities at amortised cost:
Trade and other payables 1528.4} (5253
Bank Tarm Loan 1,334.6} [1,629.5)
Bank Revolver Facility (Drawn down| 1446.6)  (194.0|
Bank ovardraft (6.9 (0.1]
Finance leases (.7 (4.3}
Other {17.6) (12.5)
interest payable (22.8) (12.9]

* The 31 Dec 2007 comparalives have been reslated lor IFRS 3 fairvalue agjustmenis on the acguisition of REM ple.

Fair value sstimation

Derivatives

Forward exchange contracts are marked to market using prevailing market prices. Hedge accounting has not heen applied e
forward cantracis and as a result the rmovement in the fair value of £ 18 8 has heen debited to the income statement in the year
(2007 £4.7m credit). Comrmodity derivatives are marked to rarket using prevailing prices and are also not designated for hedge
accounting. As a result the fair value movemnent of £11.9m (2007: nil] has been credited to the income statemnent. Interest rate
swaps are markad to market using prevailing rnarket prices. Interest rate swaps are also not designated for hedge accounting.
As a result the movernent in the fair value of £218.9m has been charged to the income statement in the year {2007: £31.0m chargel.

Short and Long-term Borrowings, Loan Neites and Interest Payable

Fairvalue is calculated hased on discounted expected future principal and intarest rate cash flows. The fair value of the floating
rate debt in current market conditiens does not approximate the carrying value above. The fair value of the debt s likely te be lower
than the carrying amount however since 31 Decernber 2008 the Group has restructured its debt [refer to note 34 for further details}h.

Certain Cure denominated short and long-term borrowings are designated as badges against Euro denominated assets within the
Group. In tota: £72.4m of Euro borrowings {2007: £70.2ml are designated as hedges against Suro assets.

Finance Lease Liabilities _ .
The fair vatue is estirmated as the present value of future cash flows, discounted at market interest rates for hormogeneous lease

agreements,

Trade and Other Recervables/Payables _ 7
The carrying vaiue 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 values of non-current receivables/payables are also considered to be the same zs the carrying value dus
te the size ard nalure of the balances involved.
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debt divided by ictal capital. Net debt is calculated as total borrowings less cash and cash equivalents. Total capital 1s calculated
as equity plus net debt.

Cn 18 November 2008 the Group announcad an agreement with its lending banks to defer its 31 December 2008 covenant test to
31 March 2009, pending a review of its capiial structure,

The graring ratics at 31 Dacember 2008 and 31 December 2007 were as follows:

[e} Obligations under finance lzasas £
I A o 3
Presentvalue | 2
Miirmum of minmmum &
lease payments lease payroents | <
2008 2007 2008 007 | 3
£m m £m £m !3
[
| =
Not later than one year 0.6 1.0 0.6 1.0
Later than one vear but not later than five years 0.9 32 0.7 2.7
l.ater than five vears 0.5 0.9 0.4 0.4 J
2.0 5.1 1.7 83
Less; fulure inance charges (0.3 i0.8] N/a N/a
Frasent vaiue of lease obligations 1.7 4.3 1.7 4.3
Less: amount due for seitlement within 12 months (0.4 (.0) | &
Arnounts due for settlerment after 12 months 1.1 33 |32
Itis the Group's policy to lease certainitemns of plant and equipment under finance leases. The average lease term is 2 years, the g
longest baing ?years. 2
Forthe year ended 31 December 2008, the average etfective borrowing rate was 7.6% (2007: 8.3%.
Interest rates are hixed at the contract date, and thus expose the Group to fair value interest rate risk. Allleases are ona fixed
repayment basts and no arrangements have been entered inta for contingent rental payments.
The fair value of the Group's lease obligations approximates their carrying value. The Group’s obligations undar finance leases are
saecured by the lessor's title to the leased assets,
[fl Capital risk management o
lhe Group's objectives when managing capitat are to safequard ihe Graup’s ahility o continue as a going cancernin arder to 2
provide returns for shareholders and benetits for other stakehclders and to maintain an optimal capital structure to reduce ihe ®
cost of capital. 5
In order to maintain or adjust the capital structure, the Group may vary the amount of dividends paid to shareholders, return capital | 2
to shareholders, issue new shares, or sell assets to reduce debt. 3
. . . =
Consistent with others in the industry, the Group moniters capital on the basis of the gearing ratio. This ratio is calculated as net a

z008 2007
£m £m

Tetal borrowings 1,807.4 16424
Less cash and cash equivalents (£0.4) (23.9]
Net debt 1,766.8 14185
Total equity 991.8 1,460.3
Total capital 2,758.6 30788
Gearing ratio $4% 53%

n
3
&
3
o
o
o
0
v
&
S
m
3
n
3
=
1y
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Notes to the financial statements |

| Continued

| 23. Deferred Tax
Deierred tax is calculated in full on ternporary differences using the tax rate appropriate to the junisdicuon inwhich the [assetl/ |
liability arises and the tax rates that are expected to apply in the periods inwhich the asset or liability is settled. in all cases this is

28% except for an asset of £1.9m12007: £0.2m) relating to Irish retirernent benefit obligations where the local rate of 12.5% nas
heen used.

i T 2008 i
Em {m
At T January 207.6 321
Acquisition of subsidiaries/businesses [note 28] - 165.6 |
| Credited to the incorna staterment {25.0) [29.8] !
I Debited to eguity 19.7 6046 !
Transferred to held for sale (9.2 -
Disposal of subsidiaries/businesses - (1.1
At 31 December 193.1 207.4

Due to the unpredictability of future prafit streams the Group has not recognised deferred tax assets of £48.1m [2007: £48.1ml relating
to capital lesses, £7.1m [2007: £10.1m] relating to UK corparation tax losses, £1.3m (2007: £1.3m] Irish corparate tax losses and
£34.8rm [2007. £34 8m) relating to ACT. These losses can generally be carried forward indefinitely under current legislation.

Ueferred tax liabilities

Acce'eratxd 1ax

depreciation  Intangibles Total
£m £m Em
At 1 January 2007 293 32.3 6138
Prior years restaternent of opening balances 2.0) (2.2) 14.2]
Acquisition of subsidiaries/businesses 9.1 276 280.7 :
Current year restatement of acquired balances (0.8) [18.0) i18.8]
Current year charge/(credit] 104 (12.7) (2.1
Pricryears Ecredit?/charge (0.5] 20 15
Disposal of subsidiaries/businesses (1.1 - (1.1
At 31 December 2007 44.8 2730 3178
Current year charge/lcredit) 3.8 (11.4] 25.4
Prior years credit 16.8) - (6.8)
Transferred 1o held ior sale (2.0 [7.2] (9.2)
At 31 December 2008 72.8  254.4 327.2
Deferred tax assets
Retirement Share
benwfit based Finannial
ohligation payments  Instruments Lossas Other Tetal
fm im fmn fm £m {m
Al January 2007 [25.3] (2.5] - - (1.9) (29.7]
Prier years restatement of opening balances 0.3 0.2 - - - 0.5
Acquisition of subsidiaries/businesses (72.3) - 1.4 28.4) D38l [1151)
Current year restaternent of acquired balances 4.6 - (0.1 1.9 0.8 7.2
Current year charge/[credit] 179 (1.1] (5.9 (25.4] 1.1 (13.2)
Prior year credit - - - - {0.3) {0.3]
Debited to equily 39.5 1.1 - - - 40.6
At 31 December 2007 {35.3] (2.3 [4.2] (5211 (1631 (130.2)
Current year charge/lcredit] 14.9 1.7 (59.1 (17.2) 10.2 (49.5])
Pricr year charge/[{cradit) - - - 6.8 (0.9} 5.9
Debited to equity 19.2 0.5 - - - 1.7
At 31 December 2008 (1.2) {0.1] {63.3]  [(62.5] (7.00  [134.1]
Net deferred tax Liability £m
At 31 December 2008 193.1
At 31 December 2007 207.6

Where there 's 2 legal right of oiiset and an intention to settle as such, deferred assets and liabilities may be presentedon a
net basis, This is the case for mast of the Group's deferred tax balances and therefore they have been offsetin the tables above. ,
Substantial elements of the Group's deferred tax assets and liabilities, primarily relating to the defined benaht pension obligation,
are greater than ona year in nature.

Deferred tay assets in respact of losses are only recognised to the exient that itis anticipated they will be utilised in the foreseeabla future. |
I
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| Included within the current vaar charge is an adjustment to deferrad tax relating to acceleratad tax depreciation 1s aflected by an ‘\ g
adjustment of £25.4m as a result of the phasing out of Indusirial Buildings Allowances between 2008 and 2011, enacied in the { :
2008 Finance Act. | i

a
24, Provisions for liabilities and charges | 7
Restructunng Cther Tatal ‘ ;
£m £m Em
At 1 lanuary 2007 47 1.5 8.2 1
Acquired in the year 177 165 342
Utilisad during the year [14.4]) 12.9) 193] |

I Addinenal charge in year 50.2 0.9 s

1 LInwind of provigion 0.4 0.4 038 |
At 31 December 2007 (Restated]* 28.6 16.4 75.0
Utitised during the year [94.8] (3.1} 579\ @
Additional charge in the year 438 bk 402 | ¢
Transferred to held for sale - (3.0 3.0)| 2
Unwind of provision 0.6 0.3 09 |3
Released during the vear - (3.5] (35] 13
At 31 December 2008 38.2 13.5 51.7 | °

2002
£m
Analysis of total provisions:
Current 18.4 5.2 23.6
Mon-current 19.8 8.3 28.1
38.2 13.5 51.7 |
007 |
‘ Restated|” | '3
fm E
Analysis of tatal provisions: &
Current 50.5 6.1 56.6 | 3
Non-current 8.1 10.3 18.4
58.6 14.4 75.0
*The 31 Dec 2007 comparatives have been reslated lor IFRS 3 iair value agjusimenis on tha acquisition of RHM ple.
31 December 2008

At 31 December 2008, restructuring, redundancy and onerous laase provisions have been raisad in respect of the integrationand
restructuring of RHM's manufacturing facilities into the Group's existing Premier cperations, the mave of existing administrative
functions to a group-wide shared service centre and closure of our millin Rotherham. Other than onerous leases which range
frorn 4 to 24 years. itis anticipated that the majority of these provisions will be utilised during 2009.

Other provisians primarily relate to dilapidations against leasehold proparties. The costs relating to these provisions will te
incurred over & number of years in accordance with the length of the teases. These provisicns hava been discounted at rates
between 4.1% and 5.6%. The unwinding of the discount is charged to the income statement under interest payable,

l
5
1l
a
g,
o
B
u
o
o
3
4
H
=
z

Qther provisions primarily related to dilapidations against leasehold proparties.

31 Decemnber 2007

At 31 December 2007, restructuring provisions were raised in respect of the integration and restructuring of RHM's admimistrative
functions and manutacturing facilities, integration of the Irish operations and the integration of Campbell's UK into the Group's
extsiing Grocery operalions.

Oiher provisions primarily related to dilapidations against leasehold properties.
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Notes to the financial statements

Continued

25. Retirement benefit schemes

Defined Benefit Schemes
The Group operaies & number of defined benefit schemes under which emptoyees are antitied to retiremnent benefits which ara
based onfinal szlary onretirerment. These are as follows:

{al Premier schemes

The Premier Foads Pension Scherne {"PFPS” | was the principal funded defined benefit scheme within thz old Premier Group
which also operated a smaller funded defined benetit scheme, the Premier Ambient Products Pension Scheme ["PAPPS ] for
amployees acquired with the Ambrosia business 1n 2001, As a result of the acquisition of Campbell's in 2004, the Group inhented
the Pramiar Grocery Froducts Pension Scheme ["PGPPS ] covering the employees of Campbell's UK business, and the Premier
Grocery Products Irelant Paasion Schame {"PGFPIPS ™ covering the empioyees af Campbealls Iraland, The Group alsc acguired tws
further schemas with the acquisition of Chivers Ireland in January 2007, the Chivers 1987 Pension Scherne, and the Chivers 1987
Supplernentary Pension Scheme. These schemes are presentad together below as the Premier schemes.

{h] RHM schemes

As a rasult of the acquisition of RHM plc, the Group alse acquired the REM Pension Scherne, the Premier Foeds lreland
Pension Schema (19%4], the Premier Foads reland Van Sales Scheme and the French Termination Indemnity Arrangernents.
These schernes are presented tagether below as the RMM schemes, with the exception of the French Termination [ndermnity
Arrangements which have bean included in the speciality bakery businesses disposal group following their classification as
discontinued eperations.

The exchange rates used to translate the overseas Eure based schemes are £1.00 = 1.2541 Euros for the average rate duning the
year, and £1.00 = 1,0310 Furos for the closing position at 31 December 2008.

Under all the schemes detailed ahova, the emgloyees are entitled 1o retirement bengfits which vary as a percentage of final salary
onretirernent.

The assets of all schernes are held by the trustees of the respective schemes and are independent of the Group's finances. The
schernes invest through investment managers appointed by the trustees in UK and European equities and in investment products
rmade up of a broader range of assets. The plan assets do nat include any of the Group’s own financial instruments. nor any
property occupied by, or other assets used by, the Group.

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

e ——————y

Premiar schames RHM schemes

2008 2008

Discount rate 6.3% 6.3%
fnflation 2.8% 2.8%
Expacted salary increases 3.8% 2.8%
Future pension increases 2.0% 2.0%
2007 2007

Discount rate 5.9% 3.9%
inflation 23% 3.3%
Expected salary increases 4.3% 3.3%
Future pension increases 2.4% 2.4%
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For the smaller overseas schemes the discount rate ranges from 4.0% to 5.6%, expected salary increases from 0.0% to 4.5%, and | §
future pension incrzases from 0.0% 10 3.0%. The Group has adopted mora conservative mortality rates, the "Medium Cohort” | <
assumption, for all schemes this year. The mortality assumptions are based on standard mortality tables which allew for futura P
moriality improvemenis. The assumptions are as follows: ‘ =
i - T Prerier ROM _4%
schemes schemes Total ! @
Life expectancy i
Male pansioner currently aged &5 853 848 84.9 '
Famale pensicner, currently aged 65 87.9 871 87.3 |
Male nan-pensiener, currently aged 45 8466 8o.1 86.2
| Female non-pensioner, currently aged 4b §7.0 88.3 88.4
The fair values of plan assets split by type of asset are as foilows:
. Premiar RHM .%J
schemes schemes iotal 2
£m £m £m 'L’;
Pension scheme assels 3
Assets at 31 December 2008 2
Fauities 1485 3875 536.0
Gavernrment Bonds 12.6 1.4 14.0
Corporate Bonds 9.4 2719 287.3
Property 1.3 1911 192.4
Ahsolute/Target Return Products 1804 2229 403.3
Interast rate and inflation Swaps 245 250.0 2765
Cash/Qther 3é. 782.1 818.8
Fair value of scheme assets 4154 21129  2,528.3 —
Assets at 31 December 2007 g
Equities 2228 4057 8285 |2
Government Bonds 305 851 115.6 | =
Corporate Bonds a7 289.3 298.0 |
Property 1.5 96.6 98.2 | 3
Absolute/Target Return Products 2326 1761 408.7 | 2
Interest rate and inflation Swaps - .4 9.6 |2
Cash/Other 10.0 8148 826.8
Fair value of scheme assets 504.2 20792 2,585.4
The schemes invest in interest rate and inflation swaps to pratect trom fluctuations in interest and inilation.
The expected rates of return on assets were:
Prermiar RHM i}
schemes schemes jotal R
2008 {for 2009 return) 2.
Expected rate (%) 7.4 6.3 6.5 B
Market value {£m) 415.4 21129 2,528.3 |
2007 {for 2608 return) ’ 3
Expacted rate (%] 8.0 6.9 7.2 H
Market value [fm] 506.2 20792 2,585.4

2006 [for 2007 return)
Expected rate (%] 7.
Market value (Em) 445,

The expectad return on pension scheme assets is based on the long-term invesiment strategy set out inthe Schemes' Statement
of Invesiment Principles at the start of the vear,

- 7.5
- 465.7

~1in
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Notes to the financial statements

Continued

The actual rate of return on plan asseis was a loss of 18.2% (2007: 4.6% gainl for Premier schemes, and a 4.3% gain for RHM !
schemes (2007 5.8% gan). !
The pansion schemes hold a charge over the assets of the Group. |

The amounts recogmised in the balance sheet arising from the Group's obligations in respect of its defined benefit schemes is as follows: |

Prerer RHM
schemes schemes Tozal
£m fm {m
2008
resent value of funded obligations (587.7) [1,232.1) (2,53%.8)
Fair value of plan assets _ 154 21129 2,528.3
(Deficit)/surplus in scheme (172.3)  1560.8 (11.5)
2007
Present value of fundzd obligations [581.7) (2126.9] (2,708.6)
Fair value of plan assets 506.2 2.079.2  2,585%.4
Deficit in scheme (75.5)  [47.7]1  h23.2)
2006
Present value of funded obligations (550.4) - [550.4)
|_Fair value of plan assets 465.7 - 465.7
| Deficitin scheme (84.7) - (84.7)
2005
Present value of funded obligations [418.9) - (418.9)
Fair value of plan assets 334.5 - 3345
Deficit in scheme (84.4) - {84.4)
2004
Present value of funded obligations (3468.3] - [368.3)
Fair value of plan assets 303.2 - 303.2
Deticit in scheme (65.1) - (65.1)

Alt of the schemes recognise a deficit with the exception of the RHM scheme which is in surplus under 145 19. This surplus of
£143.7m has been shown separately on the face of the balance sheet within Non-current assets.

The increzsse inthe discount rate during the year has been the main driver in the reduction in the fair vaiue of funded obligations.
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Closing fair value of plan assets

415.4  2.112.9

2,528.3

Changes in the present value of the dafined benefit obligation were as follows: g
Prermier RHM f_‘:
schemes schemes Total o
£m £m Em | =
2008 3
Opening defined benefit abligation (581.7) {2.124.9] (2,708.6) | &
Current sarvice cost 19.01 (3.1] (17.1)
Past service cost - (2.8) {2.8)
Interest cost (33.9) (1229  {156.8)
Actuzrial gain 2332 2148 238.1 |
{ Other cosisfexchange differences o ?) [4.7) {14.3)
Curtailments - 1¢.2] 0.2)
Contributions hy plan pariicipants (431 [13.1] (17.4) |-—
Benefiis paid 281 111.2 13930 | o
Closing defined benefit obligation (587.7] 11,9521} (2,5639.8]11¢2
2007 =
Opening defined benefit ebligation (530.4) - 1550.4) 3
Acquisition of subsidiary undertaking (15.9) (2.2318) (2,247.7) | =
Current service cost (10.2] (7.0] 17.2)
Past service cost - (2.1 {2.1]
Interest cost (2931 (895 [118.7)
Actuarial gain 2.6 135.8 138.4
Other costs/exchangs differences (3.1] (1.0 i4.1)
Curtailments 0.6 (4.4 14.0)
Contributions by plan participants (37} l10.8] {14.5)
Eenefits paid 275 84.2 Mg
Closing defined benefit obligation [581.7) 12126.9] (2,708.8) g
Changes in the fair value of plan assets were as follows: 2
Premier RHM %
schemes schemes Total | 3
fm fm Em | &
2008 "
Opening fair value of plan assets 5062 20792  2,585.4
Expected return 397 1404 180.1
Administrative and life insurance costs (2.2] (5.5) (7.7)
Actuarial losses (1314 {3031 (181.9)
Contributions by employer 1.0 43.1 61.1
Contributions by plan participants 43 131 17.4
Other income/exchange differences 9.1 4.1 13.2
Benefits paid (26.7F  {111.2)  1139.3]

2007

SIUIWIIRYS JeIdUeUl 4

Opening fair value of plan assets 460.7 - £65.7
Acquisition of subsidiary undertaking 13.2 19933 2,006.5
Expected return 363 104 4 140.9
Administrative and life insurance costs (1.9] (4.2) (6.1
Actuarial [loss)/gains 114.8) 11.7 (3.1)
Contributions by emplayer 288 463 75.1
Contribunions by plan pariicipants 37 10.8 145
Other incame/exchange differences 2.7 0.9 3.6
Bensfits pzid (275] (8421 1117
Closing fair value of pian assets S506.2 20792 2,685.4
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Notes to the financial statements

Continued

The history of the plans for the current and grior years is as follows:

Pramier RHM
schemes schemes Total
£m £m Emo
2008 :
Experience adjusiments on plan liabilities 233 2148 2381
Experience adjustments on plan assets {131.4) (5031 [181.9
Net actuarial [loss)/qain for tha year [108.3] 164.5 56.2
Cumulative actuarial {loss]/gain (186.3] 3120 125.7
| 2007 |
txpenence adjustments on plan liabihties 2.8 1358 138.4
Experience adjustments on plan assels [14.8) 1.7 (3.1)
Net actuarial [loss)/qain for the period (12.2] 1475 135.3
Curnulative actuarial [loss]/gain (78.0) 1475 £9.5
2006
Experience adjustments on plan liahilities A - 4.4
Experience adjusiments on plan assets 11,7 - 1.7
| Net actuarial gain for the year 16.1 - 16,1
Cumulative actuarial loss {$5.8) - (65.8] 1
2005
Experignce adjustments on plan liabilities (43.7) - 143.7)
Experience adjustments on plan assets 17.8 - 17.8
_Net actuarial loss for the year (25.9) - (25.9)
Cumulative actuarial loss (81.9) - (81.9)
2004
Experience adjustrments on plan liakilities [65.8] - {65.8]
Experience adjustments on plan assets 5.8 - 9.8
Net actuarial loss for the year (56.0] - (56.0)

Cumulative actuarial loss - - -

The actual return on plan assets was a £1.8m loss (2007: £137.8m gainl, which is £181.9m less (2007: £3.1m less] than the
expected return on plan assets of £180,1m [2007: £140.9m] at the start of the relevant periods.

The actuarial gain on liabilities of £238,1m [2007: £138.4m gain) comprises a loss on member experience of £8.6m (2007: £30.4m
yain] and an actuarial gain due to changes in assumptions of £246.7m (2007; £107.8m gainl.

The net actuarial gains taken to the statement of recognised income and expense were £56.2m [2007: £135.3m gain]. These were
£37.4m [2007: £95.8m gainl net of taxation [with tax at 26% for UX schemes, and 12.5% for Irish schemes).

The Group expects Lo contribute approximately £56.2m [2008: £73.0m] to its defined benefit plans in 2009, £23.9m (2008 £22.0m|
of regular contributions and £32.3m (2608: £51.0m) of additional contributions to fund the scheme deficits.
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The amounis recognisadin the iIncome staternant are as follows:

o
£
T T Premer  RAM ! 2
schemes schemes Towal | 35
£m m &m ;‘
2008 |
Current service cost (9.0 i8.1] (17.4) | %
Past servica cost - i2.8] {2.8],
Administrative and life insurance costs (2.2 (5.5] [7.7)
Interest cost (33.9] (12291  [156.8)
Expectad return on plan assets 397 1404 180.1
Losses on curtailment o ) - (0.2] (0.2)
Total expense {5.4) 0.9 {4.5]
2007 w
Current service cost (10.2) (7.0 (17.2] | ¢
Past service cost - 2.1 12112
Administrative and life insurance costs (1.9] (4.2) (6.1) | 5
Interast cost (29.1) {89.4)  [M18.7) | 3
Expectad return on plan assets 36.3 i04.6 1409 | ¢
Gains/ilosses) on curtailment .é {4.4) {4.0)
Total expense 14.3] (2.9) (7.2]
Defined Contribution Schemes
A number of companies in the Group operate defined contribution schemes, predominantly stakeholder arrangements. In addition
anumber of schemes providing life assurance benefits anly are operated. The total expense recognised in the income siatemant
of £1.9m [2007: £1.2m] represents contributions payable to the plans by the Group at rates specified in tha rules of the plans.
3
Other post retirement beneitts 5
The Group does not provide any other post retirement benefits. H
26.5hare capital E
2008 P
Em |z
Autharised ¢
1,500,000,000 [2007: 1,500,000,000] ordinary shares of 1 pence each 15.0 15.0
Issued and fully paid
844 604,805 [2007: 844,600 074) ordinary shares of 1 pence each 8.5 8.5
2008

During the year, 4,731 1 pence ordinary shares were issued to certain employees at a price of between 171 and 186 pence per
ordinary share upon the exercise oi shars options and wera fully paid up.

2007
On 15 February 2007, a specisl resolution was passed to increase the authorised share capital of the Company to £15.0rm by the
creation of 500m ordinary shares at i pence each.
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On 16 March 2007, the Group completed the acquisition of 100% of RHM ple for a total consideration of £1,338.0m. The
cansideration for the acquisition was one new ordinary Premier Foods’ share and 83.2 pence in cash for each RHM share held.
Premier Foods issued 248,224,199 shares at 296.25 pence for each ordinary share in RHM plc.

During 2007, 577,148 1 pence ordinary shares were 1ssued to certain employees at a price of between 171 and 230 pence per
ordinary share upon the exercise of share options and were fully paid up.

WO ID[UI 1DOYTIeYS
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Notes to the financial statements

Continued

Share option schemes

Tha Cornpany has sharz option schemes for cartain senior executives and key individuals. The employees invelvad in the schemes
hold options te subscribe for up to 32 %m ordinary shares of 1 pence each between 2009 and 2014, granted at prices ranging
hetween | pence per ordinary share and 196 pence per ordinary share. The number of shares subject to options, the perieds in |
which they were granted and the periods in which they may be exercised are given below. For 2008, a summary of the Company's
schemes s as follows:

1 The Company adopted an Executive Share Option Scheme ["ES057] at the tirme of admission for executive directors. A portion
of the options granted under the ES0S have now vested and are axercisable between 3 and 10 years aiter grant as certain
performance criteria have heen met. These aptions are equity settled and the number of shares subject to optiens, the periods
in which they were granted and the periods in which they may be exercised are given below.

2. ASavings Related Share Option Scheme for amploy2es. The employees involved in the schame have the right to subscribe for
up to 20.8m ordinary shares. The number of shares subject to options, the periods inwhich they were granted and the periods in
which they may be exercised are given below. Thase options are equity-seitled, have a maximum term of 3.5years and generalty
vast only if ernployees remain in ermployrnent to the vesting date.

3. Along-Term Incentive Plan for senior managers. The individuals involved in the scheme have the right to subscribe forup to
5.0m ordinary shares at 1 pence per ordinary share. The number of shares subject to awards, the periods in which they were
granted and the periods in which they may be awarded are given belew. These awards are equity-setiled and have a maximum
term of 3 years,

The vesting conditions attached to the Campany's Long-Term Incentive Plan arrangements are explained indetail in the
directors’ remuneration report on pages 4310 53.

I~

. ACc-Investment Plan for diractors and senior managers. The scheme is siructured as a share matching plan and the
individuals involved in the scheme are required to commit and retain a significant amount of capital in tha form of Premier Foods’
shares. The number of shares subject to awards, the periods inwhich they were granted and the periods in which they may be
awarded are given below. Thess awards are equity-settled and have a maximum term of 3 years.

5. A simatl number of shadow awards have heen made to senior management of the Group. These swards are cash-settled, have
a maximum term of 3 years and vest with the employees in accardance with the terms ot the Long-Term [ncantive Plan noted
helow. They have an exercise price of 1 pence and remaining contractual bife of 1.6 years.

Details of the share aptions of the Premier Foeds Executive Share Option Scheme are as follows:

2008 2007
Weighted Waighted
average average
Year of exercise axarcise
axpiry Options price [p) Options price [p}
Dutstanding at beginning of year 2,598,043 170 3.036,978 170
Farfeited during the year 138,483) 170 {438,935) 170
Qutstanding at the end of the year 2014 2,559,360 170 2.598 043 170
Exercisable ai the end of the year 1,096,867 170 1,113,447 170

The eptions outstanding at 31 December 2008 had a weighted average exercise price of 170 pence [2007: 170 pencel, and a
weighted average remaining contractual life of 5.6 years [2007: 6.6 years).

The oplions under the Premier Foods pic Executive Share Option Scheme are equity-settied and have a maximurm term of 10 years.
Ostions ta sibscribe for 2,6m of the ordinary sharas under this schemne are subject to vesting conditions as sel outin the directors
remuneration report on pages 4310 53.

Detatts of lhe share oplions of the Fremier Foods Savings Related Share Option Schemes are as follows:

2008 2007

Weighted Whightad

average av@ra_ge

exercise /YPrTise

Options price {pi Options price [p)

Outstanding al beginning of year 11,373,922 184 2713315 184
Scheme rolled over {rom RHM acquisition - - 3,992,613 17
Exercised during the year 14,7311 172 (100,?32] 173
Granted during the year 16,876,711 72 5,655,:*64’; 184
Forfeited during the year [7.462,154) 184 |884,538] 179
Quistanding ai the end of theyear 20,783,748 93 11,373,522 184
Exercisable at the end of tha year 17,495 182 - -
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During tre year, 16.9m (2007- 5.7m] options were granted under the Savings Related Share Option Schemes, with a waighted %
average exercise price at ihe dste of exercise of 72 pence perardinary share. z
The options outstanding at 31 Cacember 2008 had a weighted average exarcise price of 93 pence {2007: 184 pencel, and @ weighted | £
average remaining contractuallife of 2.6 years (2007: 2.0years). | 5
Details of the sharz options of the Premier Foods Leng-Term Incentive Plan are as fotlows: | P
) 2008 2007 |
Weighted Weighted I
average average !
exercise EYArCIgS
Options price [p} Options grice lpl
Dutstanding at beqinning of year 4,417,661 1 2,253,829 1
Scheme roiled over from RHM scqunsition - - 2,128,490 ]
Granted during the year 2,394,634 1 994,198 1
' Farfeited during the year (1,777,018] 1 958.856) 11¢
Outstanding at the end of the vear 5,035,277 1 £617 661 1 ?‘
Exercisable at the end of the year - - - - 13
During the year, 2.4m [2007: 1.0m| of awards were granted under the Long-Term Incentive Plan, with a weighted average %
share price at the date of exercise of 1 pence. The awards outstanding at 31 December 2008 had a weighted average remaining
contractual life of 1.7 years [2007: 1.7 years). Details of executive director participation in the above schemes can be found inthe
directors remnuneration report on pages 43to 33
The waighted average fair value of awards granted duning the year was 70 pence per award (2007: 204 pencel, This was determined
using a closed-farm approach as a prosy for a stochastic Monte Carlo valuation model [which takes into account market based
parformance conditions] except for the Savings Related Share Option Scheme where the Black-Scheles model was used. The
significant inputs into the model were:
2008 007 | &
Weighted average share price [pence) 126 2
Annual risk-free interest rate (%) 4.0 55 | %
Expected dividend at grant date (%] 4.5 53 19
Expected option life [years) 3 3|z
Expected volatility [%] a3 21 |a
The expected dividend is based on the annual average dividend yield for the Group up te the date of the grant (15 April 2008] and "
matched to the expecied life of the awards.
The volatility measured at the standard deviation of expected share price returns is based on statistical analysis of daily shars
nrices over the last three years.
Datails of the share awards of the Premier Foods Co-lnvestment Plan are as follows:

T T 2008 007
Awards Awards

Outstanding at beginning of year 1,272,454 o
Granred during the year 3,530,765 1,272,454
Forfeited during the year (375,801] -
Outsianding at the end of the year 4,627,418 1,272 454
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Exercisable at the end of the year - -

The awards outstanding at 31 December 2008 had a weighted average remaining contractual life of 2.1 years [2007: 2.4 years). The
weighted average fair value of awards granted during the year was 86 pence per award (2007: 228 pencel. This was delermined
using a closed-farm approach as a proxy for a stochastic Monte Carlo valuation madel. The significant inpuls into the model were:

2008 2007
Weighted average share price [pence) 118 314
Annval risk-iree inlerest rate (%) 4.0 5.5
Expected dnidend (%) 4.5 53
Expected option life [yearsl 3 3
Expecied volatility (%] 33 21

The volatility measurad af the standard deviation of expected share price returns is based on statisticat analysis of daily share
prices ovar the last three years.

In 2008, the Group recognised an expense of £1.4m net of a £0.8m credit in relation to iower social security obligations on the share
awards (2007 £3.9m), related to all equity-setiled share based payment transactions,

UONELLID|UI 1I3{HOYEIBYS
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Notes to the financial statements

Continued

27. Reserves

Share Proit Minority
prermium Merger Other and loss Interest
reserve reserves reserves reserve reserve Total
£m £m £m Em £m fm
At 1 Janwary 2007 750.6 (136.8) - (167.8) 0.1 4561 |
Loss fer tha year - - - 163.3) - 1£3.3)
Dividends paid - - - 151.1) - [£1.1])
Shares issuead 1a) - 1.0297 - - - 10297
Cost of shares issuad (al - (2.2 - - - (2.2)
Actuarial gan {net of taxation] (b - - - 75.3 - $5.8
Share hased payments (¢ - - - 3.9 - 3.9
Purchase of own shares (d) - - - (3.01 - (3.0
Tax on shara options (e - - - (1.7) - (.1
Movernent on net investment hedge - - {3.1] - - (3.1
Exchange differences on translation - - - 0.1 - 0.1
At 31 December 2007 760.4 8%0.7 3.1 (196.5) 0.1 1451
Loss fer the year - - - [443.8] - [443.8)
Dividends paid - - - (54.7) - (4.7
Actuarial gain [net of taxation] (b] - - - 37.4 - 374
Share based payments [c] - - - 2.2 - 2.2
+ Tax on share options [e) - - - (0.3 - 0.3
Movement on net investment hedge - - (19.9 - - {19.9]
Exchange differences on translation - - - 10,8 - 10.8
At 31 December 2008 760.6 890.7 (23.0]1  (645.1] 0.1 983.3

Share premium reserve
The share premium reserve comprises the premium paid over the nominai value of shares for shares Issued.

Merger reserve
The merger reserve comprises the non-statutory pramium arising on shares 1ssued as consideratien for acquisition of
subsidiaries where merger relief under section 131 of the Cempanies Act 1985 applies.

(ther reserves
Other reserves comprise the hedging reserve which represents the effective partinn of the gains or losses on derivative financial
instrurnents that have been designated as hedges.

Profit and loss reserve

The profit and foss reserve represents the cumulative surplus or deficit and the own shares reserve which represents the cost of
shares In the Premier Foods ple purchased in the market and hetd by the Company on behalf of the Employee Benatit Trust ["EBT'
In order to satisfy options and awards under the Cempany's incentive schemes,

Minority interest reserve
The minority Interest reserve represents the reserves attributable to minarity interests.

Notes to the reserves table

l[al  Or 16 March 2007, Premier Foods plc issued 348,374,199 new 1 pence ordinary shares for a premium of 295.25 pence for the
acquisiiion of RHM, Under 5.131 oi the Companies Act 1985, share premium arising as a result of acquiring more than 0% of
the1ssuad share capital of a company s recorded in the merger reserve,

(b] Actuarial gains ralating to the Group’s retirement benefit schemes are recognised directly within the profitand loss reserve
[note 25).

fc)  Amounts are in respact of outstanding share option schemes in accordance with IFRS 2: "Share-based payment”.

(d)  Oracquisiiion of RHM plc the Group inheriled two employment benefi trusts. The purpose of these trusts was to distribute
ardinary shares in the Company of RHM plc for the benefit of employees from the previous RHM business. Gn acguisition the
shares hald by the EBT converted to the shares of the Company of Premier Foeds plc.

As at 31 December 2008, the UK Trustae of the EBT held 86,274 ordinary shares in the Company and the overseas Trustee of
the EBT held 850,000 ordinary sharas in ihe Company. The value of the Comnpany’s shares held by the Trustees of the EBTs at
31 December 2008 was £{).3m based on market value at the year end.

As at 31 December 2008, the Trusiee of the Premier Foods pic EBT held 57,509 erdinary shares in the Company.

(e] Amounts are inrespect of deferred tax an the Intrinsic value of outstanding options above.
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28. Acquisitions g
Subsequent to the year ended 31 December 2007, the Group has compteted the exarcise of attributing fair value adjusiments P
to the assets and liabilities acquired with the RHM business. As a result, final fair value adjusiments have heen made to the 3
previously presented provisional fair values at 31 Decernber 2007 in relation to a decrease in trade receivables of £0.4m, a 2
decrease in property, plant and equipment of £0.5m, an increase in engineering spares inventory of £0.9m, an increase in z
dilapidation provisions of £0.7m and the associated decrease in deferred tax lizhilitiss of £0.5m. The impact of these final i
fair value adjustments s an increase in goodwill by £6.6m which was disclosed in our Interim Report 2008. These have bean B
incorgerated with effect from the date of acquisition and the comparative balance sheet has been restated to reflect these fair
value adjustments. l
29. Notes to the cash flow statement i
Reconciliauon of operating [lossl/profit to cash flows from eperating activities 1
Year ended Year endad
31 December 31 Cecember &3]
2008 W07 |9
{Restated|” | 3
Em tm | &
Continuing operaticns 3
Operating [loss)/profit (40.5) 720 {2
Depreciation of property, plant and equipment 50.7 449
Amertisation of intangible assets 76.7 62.0
Impairment/loss on disposal of property, plant and eguipment 10.6 15.9
Impairment/loss on disposal of intangible assets - 0.4
Impairment of goodwill 194.4 -
Revaluation gains on financial instrurments [6.91 14.7)
Share based payments 1.4 3.9
Net cash inflow from operating activities before interest and tax and movernents in working capital 286.4 1946 —
(%]
=]
[ncrease in inventories (38.8) (5.4] |3
(Increaselfdecrease in trade and other receivables 142.5) 1034 | =
Increase in trade and other payables and provisions 23.6 1384 lo
xchange gain/{loss] on working capital 1.1 B33
Movernent in net retirerment benefit obligations (54.8) (639) |3
Cash generated from continuing eperations 173.2 3638 |3
Discontinued oparations 16.2 (3.6]
Cash generated from operating activities 189.4 340.2
Exceptional items cash flow (121.8)  (105.3]
Cash generated from operations before exceptional items N2 465.7
* Comparatives have been restated to reflect the elassification of Marting Spécialiiés S.A.S., Le Pain Croustiliart and Sefraoain S.AS. as
discontinueo operations. %1‘
3
Additional analysis of cash flows &
Year ended Year ended 3’
3 December 31 Decamber T3
008 2007 [
Em [ =
7
Interest paid 150.4)  (122.8)
Interest raceived 45.0 24.8

Financing costs (20.2) (18.8)
Return on financing (125.6) 116.8]

Sale of subsidiaries/businesses - 220 |
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Notes to the financial statements

Continuad

'
b

Reconciliation of cash and cash equivalenis to net borrowings
- o T Year ended Tear ended
31 Decenber 31 December
2008 2007
Em £m
Net inflov: of cash and cash squivalents 9.9 21.3
Debt acquired with RHM _ 05
Lnamartised debt issuance acquired with RHM - 4.8 |
Decrease/(increasel in finance leases 2.6 ]
Increase in horrowings (133.2]  [987.4) |
Other non-cash changes [27.6) (12.6] .
Increase in borrowings net of cash (148.3]  (v7/1]
Total borrowings net of cash at beginning of year 1.618.5]  [441.4]
Total net borrowings at end of year {1,766.8) (1,183
Analysis of movament in borrowings
As at Cther As at
1 January non-cash 31 December
2008 Cash flow changes ns
fm £m £m fm
Bank overdralts i0.1) (6.8] - (6.9]
Cash and bank deposils 23.9 16.7 - 40.6
Nzt cash and cash aquivalents 7238 9.9 - 337

| Borrowings - term facilities (1,439.8] 182 (20.0]  (1,341.8)

i Borrowings - revalving credit facilities f200.5]  (249.5} - (430.0]
Finance leases {4.3) 1.1 15 (1.7]
Other i12.5] (5.1] - (17.4]
Gross borrowings net of cash (1,6333)  (125.4) (a5l (17772
Debt issuance costs 14.8 3.2 (7.6 10.4
Total net borrowings 1.618.5) [122.2) [26.1) (1,766.8)

30. Operating lease commitments
The Group has lease agreements in respect of properties, plant and equipment, for which future minimum payments extend over a
nurnher of years,

2008 2007

Plant and Plant and

Property  Equipment Proparty rauipment

m £m £ £m

Within cne year 16.4 13,9 12.7 12.0
Between 2 and 5 years 55.0 33.0 7.8 34.2
After 3 years 115.3 1.5 B&.8 -
187.7 48.4 168.8 46.2

Included in property above are £33.5m {2007: £48.4m| of operating lease commitments for disconiinued operations,

The Group sub-lets various properties under non-cancellable lease arrangements.

31. Capital commitments

2003 2007
£€m fm
Contracts placed for future capital expenditure not provided in the financial staternents 22.8 42.6

32, Contingencies . L I
In April 2008 the UK Dffice of Fair Trading notified the Group of an inquiry into petential co-ordination of retail prices in seciors of
ihe Grocery market. The Group is co-cperating with the inquiry which is currently at the information gathering stage.

There were no other materizl cantingent liabilities at 31 Becernber 2008. Gther cantingencies and quaraniees in respect af the
Parent Cornpany are describedin note 8 of the Parent Company financial statements.
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33. Related party transactions 2
Key management personnzi of the Group are cansidered to be the Executive and Non-Executive Directors, tha Operations Eoard <
and the Company Secretary. 2
‘ : _ . . 3
Details of their rernuneration are set out below in aggregate for each of the categories specified In1AS 24 Realated Party =
Disclosures”. Further informaton abous the remuneration of individual directors is provided in the audited part of the directors’ P
rernunerat'on rzport on pages 4310 52, P
T T - o Year ended Year andad ]
31 December 31 December |
2008 2007 |
Em £Em
I Salaries and oither short-term benefits 4.3 Lk
Fost ernployment benefits 0.4 0.4
Termination benefits 0.7 06 m
I Share based pavments 0.1 08 | =
W
! 5.5 (l? §
l Apart from the information above and the related party transaction disclosed in the directors’ report an page 32, there were no §
i oiher related party transactions. b
34. Post balance sheet events
I Financing Arrangemants
On 12 January 2009, the Group arranged a £60m working capital facility to provide additonal working capital headroom to 31 March 2009,
’ As a censeruence the total available debt facility during this periedis £1,990m.,
On 3 March 2009, the Broup announced revised financing arrangements including a proposed share issuance and proposed
changes to lending agreements to provide greater covenant and liquidity headroor and to extend the maturity of the facility. These
revised financing arrangements require the approval of ordinary shareholders at an extraordinary general meeting scheduled for |
23 March 2009, 2
With regards the lznding agreements, the Group announced amendments ta its Term and Revolving Credit Facilities. These ;
amendments included a rephasing of the facilities to provide additional liquidity and covenant headroom to an extended maturity |
date in December 2013, The total facitity as at 31 March 2009 will be £1,230m and will be amortised by £100m in April 2009. The Z
facility will then be amortised by £50m in Decernber 2009 and then in June and December of each vear until Dacember 2013 whan 3
the facility matures. g
As part of the amendment process the covenant schedule for the Group has been resei. The twa cevenants which the Groupis required
to meaet are calculated and tested an a 12 monith rolling basis at the half year and {ull year each year For the next 12 months, those tests
are as follows:
June 2009 Decamber 2009
Net Debt/EBITDA 5.00:1 4.75:1

EBITDA/Cash Interest 2.00:1 2.00:1

For the purpases of the covenant calculation net debt is defined as net borrowings and amounts guaranteed under standby leiters
of credit but excluding any financial indebtedness in relation to arrangements under (ts debtor securitisation programme and any
itams relating to its subsidrary Citadel Insurance Company Limited. EBITDA s defined as profit befere tax excluding exceptional
ltams, movernant on the fair valuation of inancial instruments, pension financing credit/charge, expenses relating to employee
share Incentive schemes and cash interest, which is defined to be netinterest excluding the amartisation of debt issuance costs,
exceptional write-off of financing costs, unwind of discount an provisions, securitisation interest and fair value adjustments for
interast hedging instruments,
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With regards to the proposed share 1ssue, the Group proposes to raise approximately {404m, betore expenses, through the 1ssue
of 1.557 416,774 new ordinary shares. This wilt be structured as a placsng and open offer of 1,055,756,006 new ordinary shares at a
price af 26 pence per share, and a firm placing of 497,660,770 new ordinary shares at a price of 246 pence pershare. Subject lo the
approval ot shareholders at the extraordinary genaral meeting, the Company expects toreceive the proceeds on approximately

27 March 2009,

Pensions

The Group has agreed new arrangemenis withits four main Pension Schemes [RHM Pension Scheme, Premier Foods Pensicn
Scheme, Preamuer Ambient Products Pension Scheme and Premier Grocery Products Pension Scheme) regarding deficit
paymenis. Tha key terms of this agreement relate to providing greater certainty on defici payments by fixing the deficit payments
irom 2009 ic 7013 and agreeing that any incremental deficits arising from the 2010 and 2013 valuations will be recovered over a
12 year pe-iod. The new arrangemants are conditional on the share placing and new financing arrangements,
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Notes to the financial statements

Continued
l

Cisposal of the spaciality bakery businesses

The Group recaived firm offers for its speciality bakery businessas, Martine Spécialités $.AS., Le Pain Croustillant and Sofrapain
S.A.S. Subsequent to year end the Group completed the employee consuliation process required undar French labour faw and
hinding offer agraemenis were signed in relation to the disposal of the three businesses.

The sales of L2 Pain Croustillant and Martine Spéciabiiiés $.AS. completed on 2 March 2009 and we axpect the sals of Sofrapain
S.A S to complete in Apri 2009,

Receivables Purchasing Agreement

InMarch 2007, the Group extendead the maturity date of its Receivables Purchasing Agreamant provided by BLLI {3 wholly
owned subsidiary of Rabobank Greupl from December 2010 to March 2012, The underlying commercial terms have also been
reneqotiated, the principal changes baing anincreass in the marain and a reductieninthe advance rate.

Interest rate swaps

Since 31 Decamber 2008, the Group has negotiated an amendment to the break clauses in two of its interest rate swaps. This has
the sifect of extending the first bresk date under these interes: rate swaps to August 2012 fram March 2009 and [ecamber 2009
and makes the break dates consistent with other long dated swaps in its partiolio. It also has the effect of fixing the net payments
onone long dated swap and amending its terms such that it will now setttz on termination for a mark to markel payment to the
counterparty hank.
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Notes to the Company Financial Statements

1. Accounting policies

The financial statements have heen prepared in accordance with the Companies Act 1985 and applicable accounting standards

in the United Kingdom ["UK GAAP"] under the histerical cost convention, with the exceptios of share based payments which are
incarporated usieg fair value. The profit for the year of £8.1m [2007: £216m) is recorded in the accounis of Premier Foads ple. The
diractors have taken advantage of the exernplion available under section 230 of the Companies Act 1985 and not presented a profit
and loss account for the Company.

The hasis of preparauon fer the Companyfinancial statements has been prepared on the same going concern bzsis as the Group
financial statemants, referred to on page 60, therefore the material uncertainiy which casts significant doubt on the Groun's ability

|
Basis of preparation i
i
|
|
to continue as a going concern alse applies to the Company. |

The Company has taken exempuen under Financial Reporting Standard 1 "Cash Flow Statements” ("FRS 17) to not prepare a cash
flow staternent. The Company is also exempt under the terrms of Financial Reperting Standard € "Related Party Transactions”
["FRS 8" from disclosing relaied party transactions with entities that are part of the Premier Foods ple Group or investees of the
Fremier Foods plc Group.

Fixed asset investinents
Investrnents held as fixed assets are stated at cost less any provision farimpairment in their value.

Taxation

The charge for taxation is based on the profit for the year and takes into account deferred taxation, The Company pravides in full
for deferred tax arising from timing differences between the recognitien of gains and losses in the financial statements and their
inclusion in tax cornputations to the extent that a lishility or an asset is expected to be payabie or recoverable in the foresesable
future, The Company discount its deferred tax liability as appropriate.

Cash and liquid resources
Short-terrn cash deposits, which can be called on demand without any material penaity, are included within cash balances in the
balance sheet.

Share-hased payments

The fatr value of ernployee share aption plans is calculated using an optien-pricing model. In accordance with Financial Reporting

Stanidard 20, “Share Based Payment” ["FRS 2071, the resulting cost is charged to the profit and loss account avar the vesting period
of the options for employees employed by the Parent Cornpany, or treaied as an investment in subsidiaries in respect of employees
employed by the subsidiaries whare the costis recharged. The value of the charge is adjusted to reflect expected and actual levels

oi options vesting.

Dividends
Dividend distribution to the Company shareholders is recognised as a liabilityin the Company’s financial statements in the period
i which the dividends are approved by the Campany's shareholders, and for interirn dividends in the period 1n which they are paid.

2. Operating profit

Audit fees inrespect of the Company are £rul [2007: £nil).

The Company has 3 employees (2007: 2], and their remuneration totalled £1.3m [2007: £1.2m). This excludes the Company’s
6 (2007: 5] nen-executive direciors whose rermnuneration totalled £0.6m [2007: £0.5m].

3. Investments

2008 2007
£m fm
Shares in subsidiary undertakings
At 1 January 1,739.3 3979
Additions 1.3 1,344
At 31 December 1,740.6 17393

During 2008 2 capital contribution of £1.3m {2007: £3.4m] was given in the form of share incentive awards to employees of
subsidiary companies which was raflected as an increase ininvestments, See note 16 on page 82 in the Group financial siatemeants
for a list of the principal subsidiary undertakings. A full list of subsidiary undertakings is available from the Company Secretary.

The additiors in the prior year ralate to the purchase of RHM ple of £1,338.0m, and a capital contribution of £3.4m given in the form
of share incentive awards to amployees of subsidiary companies.

|
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financial statements.
(a] 2008

ordinary share upon the exercise of share options and were fully paid up.
2007

tha creation of 500m crdinary shares at 1 pence each.

ordinary share upon the exercise of share options and were fully paid up.

(b)

These costs reflect the cost of share option schemes in cperation.

During the year, 4,731 1 pence ordinary shares were issued to certain employees at a price of hetween 171 and 184 pence per

On 15 February 2007, a special resolution was passed to increase the authorised share capital of the Company to £15.0m by

0n 16 March 2007, the Group completed the acquisition of 100% of RKM plc for a total consideration of £1,338.{im. The
consideration for the acquisition was one new ordinary Premier Foods' share and 83.2 pence in cash for each RHM share held.
Premier Foods issued 348,324,199 shares at 296.25 pence for each ordinary share :sn RHM plc.

During 2007, 577,148 1 pence ordinary shares were 1ssued to certain employees at a price oi between 171 and 230 pence per

4, Debtors g
T 2008 07 | =
Em tm | £
Amounts falling due within ene year: 2
Amounts owed by subsidiaries 232.3 5357.4 :
Prepayments 0.3 02 g
Corporation tax - 2.8
Total debtors falling due within one year 232.6 360.4 |
The above halances are not subject to interast rate risk as they are interest iree. Carrying value approximates fair value |
1
5. Creditors
2008 007
£m Em o
Amounts payable within ene year: &
Amounts dug to subsidiarias 39.5 125.4 | &
Accruals 09 1.6 |2
Carporation tax 3.7 - |2
Total creditors falling due within one year 43.9 1270 | *
The above balances are not subject to interest rate risk as they are interest free. Carrying value approximates fairvalue,
&. Share capital and other reserves
Share Share Mearger Profit and
capital premium reserve  loss reserve Total
£m tm £m £m Em
At 1 January 2007 5.0 760.6 - 18.4 7847
Shares issued {a 35 - 10297 - 1033209
Share issue costs [al - - (2.2) - (222
Profit for the year - - - 216.0 2160 | &
Dividends paid - - - (61.1] (611 |2
Share based payments - - - 39 39 | §
At 31 December 2007 8.5 7506 10275 1774 18740 | 2
Shares issued |al - - - - -3
Profit tor the year - - - 7.1 8.1
Diwdends paid - - - [54.7) (54.7)
Share based payments (b - - - 2.2 2.2
At 31 December 2008 8.5 760.6 1,027.5 134.0  1,930.4
For details on autharised share capital, and the Company share option schemes see note 26 on page 99 in the Group’s
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Notes to the Company Financial Statements

Continued

7. Operating lease commitments

At 31 Decernber 2008, the Company had annual commitments under non-cancellable operating leases inrespect of land and

buildings as follews:

2008 2007

£m £m !
Within one year - -
Betweean Z and 5 years - -
After o years 0.3 0.3 |

0.3 0.3 |

The leass axpensa has been borne by a subsidiary company.
i y ) pany

8. Contingencies and guarantees

Premier Foods plc has provided guarantesas to third parties in respect of borrewings of certain subsidiary undertakings. The

maximum amount guaranieed at 31 Decemnber 2008 is £1.9 billion [2007: £2.1 billion).

In April 2008 the UK Office of Fair Trading notified the Group of aninquiry into potential co-ordination of retail prices in sectors of
the Gracery market. Tha Group are co-operating with the inquiry whichis currently at the information gathering stage.
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Shareholder Information

Electronic communications with shareholders

At the 2008 AGM sharehaolders agreed to change the
Company's Arucles of Association ta allow the Company to
use iis website as iis main method of communication with
sharehalders. Elecuion forms were sent to shareholders

in January 2009 and shareholders who did not requesi to
receive shareholder informationin paper formwill receive a
nctification when shareholder documents are available on the
Company's website.

If yourwould preferto receve an email notifying you of the
publication, please register at wenwshareview.co.uk or contact
the registrar at the address below. The Shareview wehsite also

The Company no lenger puilishzs interim resulis in hard copy.

Furtherinformationincluding; results and presentations,
financial inforrnatien, share price information and KNS
announcements are available onling at http:/fanwvw,
prermiarfoods co ukfinvestors/

Corporate Responsibility

The Premiar Foods Corporate Responsibility report is include
on pages 38to 42 of this annual report. It is also available

on the website at hitp/fwww premierfoods.co.uk/our-
responsibilities/csr-reports/

Annual General Meeting
22 May 2009 at 11.00am
Insurance Hall, 20 Aldermanbury, London EC2V 7HY

Company Secretary and Registered Office
Suzanne Wise

Prernier Foods plc
Premier House
Centrium Business Park
Grittiths Way

St Athans

Hertfardshire

ALTZRE

Investor Relations contact
Gwyn Tyley

Prermier Feods ple
Prermier House

Centrium Business Park
Griffiths Way

St Alhans

Hertferdshire

AlLTZRE

email: invesior.relations@prermierfoods.ca.uk
Tel +44 [0]1727 B15850

enables shareholders to view details of their own shareholding.

Registrars and Transfers Office
Equiniti

Aspect House

Spencer Road

Lancing

West Sussex

BNSS 6DA

Shareholderhalpline: 0871 384 2030

Independent Auditors
PricewsterhouseCoopers LD
1 Embankment Place

London WCZN 6RH

Lawyers

Weil, Gotshal & Manges
(One South Place
London EC2ZM ZWG

Principal Bankers

Barclays Bank ple

Bayerische Landeshank

BNP Paribas

Lloyds TSE Bank ple
Rabobank, London

The Royal Bank af Scotland plc

Corporate Brokers

Citigroup Global Markets Limited
Citigroup Centre

25 Canada Square

Canary Wharf

London E14 5LB

RBS Hoare Govett Limited
250 Bishopsgate
London ECZ2M AAA
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Glossary

Adjusted earnings per share
Adjusted earnings pershare s definey
as tradiag profit, less nal regularinterest
payable, less a notional tax charge,
divided by the weignted average numtier
of ordinary shares inissue i the year:

AGM
Annual General Maeting

Amartisation

Anannuai charge made i acorpany s
profit and less acceunt to reduce the
value of anirtangible sssetio Zeso cuer
s usehyl sconer s e

Bps
Bazis paint - 3 unit thats equal te
1100tk ¢f 1%,

BRC
The Brtish Retail Consortwm

Called-up share capitat
Ocdinary shares, 1ssued and “u:ly pad

cip
Premier Foods ple Co-Investment Flan

Combined Code

The Combined Code on Corporate
Governance published by the Finangial
Rerorting Council

EBITDA
Esrnings before interest, tax,
depreciation and amortisation

EBT
Finploves Senabt Trust.

EPS

Earmings Per Share - calculated as
tolal #3rrings divided by the number of
sha-es outstanding.

ESOS
Prem.er Foads ple Executive Share
Option ¢heme.

FDF
The Faod and Drin« Fegeratien,

Finance lease

Alezsethattranslers substantally
all the misks and reviards incidantzl to
avwnership of an asset.

Free cash flow

The amount of money that a business
has at us disposal at any aiven time
after paying aut goeraling Losts,
interest payments an bank lzans

and bonds, salaries, research and
development and cther hixed costs.

FSA

Depending on the conter: enher
the Food Slandards Agency ortne
Financ:al Services Authority.

GDAs
Guidance Oaly Amounis.

HaccP
Hazard Analys s Critgal Control Point.

Hampel committee

UK comrittes an coroorate
governance esiablished in November
1925 to review the implementation

o the findings of the Cadbury and
Graenbury Committees.

Higgs report

Fepui Ui he U by Cerew Higgs on the
role and effectiveness of non- execunve
directars,

HMRC
Her Ma esiv's Revenue 5d Customs,

|1AS
Internaneonzl Accounting Stzndards,

IFRIC
international Financial Reperting
Interpretatrons Comrsittee.

IFRS
Internationzl Financial Reporting
Standares.

Intangible assets

Anidentifizble non-monetary asset
withoul physical substance e.g.
patents, goodwill. trademarks and
copyrights.

Interest rate hedging

Entering into a financial dervative io
proiect against unfavourable changes
1 nterest rales

Interest rate swaps

An agreement beiween 2 parties

that allows edher party to medify the
interest costwithout charging the
characienstics of the underlying debt.

KPI
Key Performance Indicater.

LIBOR
The London 'nter-bank offered rate.

LTIP
Prermier Foade ple Long-Term
Ingentive Plan.

Mark to market

The recording of avslue of securiues,
porifolio or accounts 1o reflect its
current market value rathar tnanits
bach value.

Net regular interest

Net requlzrinterest pavaole s getines
as netnterest a'ter 2xcluding nen-
cash iterns narely exceptional write~
oif of inancing costs. sccelerated
amarisat on of deblissisance cosis,
fair value agjusiments on intarest rate
swaps and (ne unwind of 1he discount
Qn ProvIsIons.

Non-recourse securitisation

The sale of selected accounts
recevable or a non-recourse basis
where legal nitle ana non-payment risk
15 transferred Lo a third party

OQperating lease
Alesse thatis rota inance lease.

Operating profit
A company's proft after deducting its
ooeraling costs ‘rom gross profit,

Orders to cash

The Fusion programme encompasses
anumber of key business streams.
Orders to cash s gne such strearn

and represents the processes and
systems invelved in the recetpt of an
erder, tnrough distribution o receip: of
payment framthe custemer.

Pro forma

Prafarms compansaas are calculatec
as follows: current year actual resulis
(which include acquisiions and/or
disposals from the relevant date of
completion] are compared with prigr
vear actudt resulls, sdjasted o include
the results of acquisiiens and/er
dispesals for the commensurate
period in the prioryea:n

Project Fusion

Launchedn June 2003, Programms
Fusien is ¢ major underiaking
sssenbialto the developrent of the
business. [t encornpasses g series of
projects under its banner, including
the introduction of "Best Practice
Business Processes” and afully
integrated sotware packzage inthe
farm of SAP.

Proposed dividend
Dividend declareo by directors but not
yet approved by sharehelders

PSP

Prermier Group Performance Share Flan.

RIDDOR
Reporting of Injuries, Diseases and
Dangercus Occurrences Regulations.

SAP

SAP 15 the marke! leaderinthe sucoly
o' erterpnse resources planning
[ERP]. SAP 15 also the name of the
soflware and 15 an acronyrn for
Systems, Apolications and Progucts,
This sofware s baing deployed 23 part
o the Fusion pregramime.

SAYE
Save-as-you-earn Emploves
Sharessve Scheme.

Share capital
Drdinary shares issued and fully pad

Share premium account
Addiienal paid-im capital or pard-in
surplus Inot distributablel

Smith report
Reportinthe UK by Sir Rebert Srrath
oa the role of suci commitiees.

SKU [Stock Keeping Unit

Each specific product ternwhichis
dentifiable as separate romany ctner
duete brend, size, Havour etc

|

Term and revolving credit facility
The amounts of imcnaey borrowed
or avalable for borrowing wnere
the rzpaymenrt of the deftis
predetermised by a cantract

The Company
Prermier Foods plec.

The Group
The Company and itz subsidaries.

Trading profit

Qperating prohit pefore escentional
rems, amerusanon of intangible
assels, the revaluation of foreign
exchange and sther darwative
contracts under [AS37 and pension
credits or chargesiarelation to the
difference between thz expecled return
07 PENSIOR 355215 2nd Interast costs on
pension tiabilities,

TSR

Total Sharetiolder Return - the
yrowth in value of a shareholding
over a specified pericd assuming that
div dends sre reinvested to purchase
additional shares .

Turnbull report

Guidance issued by the Instilute of
Chartered Accountants i England
& Wales an the implermnentation of
the internal comtral requirements
ofthe Combined Code en Coroorate
Govarnance at the request of the
Landon Stock Zxchange.

UK GAAP
UK Generally Accepteg Accounting
Priac ples

WACC
Weighted average costof capital.
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Premier Foods brands

|

1

1
1

|

Cathury.sa rade mark of Cadbury Ltd Frinis alrade mark of Enin Feods Limited. Ormais a trade mark of AH Foods Limiled and Rose sisalrade
mark of L. Rose & Company Limited, all of whuch are useaunder lizence The Group has an exclusive warldwide licence ta Lse Lhe Loyd Grossmar.
name on cartais proaucis and holds an evclusivs, indelinite, reyalty-free icence for Lyors in raspect of cakes *om J Lyans & Company Lid

I For marenfoe-mat g ww premuet loarls, 2o, b
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Premier Foods plc
Premier Housa
Centrium Business Park
Grifinhs Way

St Albans

Hertfordshire

ALT2RE

T 01727 815850
F 01727815982

www.premierfoods.co.ck




