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ALL THE NA

FAVOURITES

Premier Foods is home to some of the nation’s
favourite food brands. Last year over 99% of
British households bought a Premier Foods'

ION’S

brand, so you’re likely to find us in every British
kitchen and on every Biritish table.

Did you know thal 89.4% of Bntish households bought one of our brands last year and 47.2 milhon people eat a Premier
Foods' branded product in an average two week penod

the best in British food with brands you really love
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Highlights for 2009

Branded Total Sales
Sales

6l5°/0 2-2"/0

to £1,678m to £2,661m
(2008 C1576m) {2008 £2,604m)

Operational Highlights

— Underiying cash generation of £60m

Trading Profit”

4.5

to £323m
(2008 £309m)

— Net debt at 31 December 2009 £1,3656m
— Financial position now secure with banking facilities arranged until 2013

Profit
before Tax

£47m

(2008 loss of £405m)

— Implementing strategy of growing branded sales, delivering efficiencies and generating cash

— Confident of making progress in 2010 despite difficult consumer and competitive

environment

Trading profit i& defined a3 operatng profit before exceptional iems  amortisation of mtangiblo assets the revaluation of foreign exchange and other darvalive contracts undiar IAS 38
and pension Credits or charges i relaton to the difference botween the expected retum on pension assets admuystration costs and ntarest costs on penson kabiines.

www premierfoods co uk
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Chairman’s statement

David J Kappler, Charman

BUILDING

A STRONG BRANDED FOOD COMPANY

“We have built a stable platform from which to drive branded
growth and deliver shareholder value”

Performance

2008 was dominated by concerns over the economy with
the impact of the financial cnsis and the continuing recession
n the UK

There was also uncertainty over how this would impact the
food industry — would consumers switch to discounters and
would they trade down from branded products to own label?
The growth of discounters, whilst certanly a feature of the
year, has not been as significant as some had anticipated
More impartant has been the resilience of food brands
desprte the spending pressure on consumers

02  Premier Foods plc Annual report and accounts 2009

tn the face of these challenges, | am pleased to report a

sold performance from the business We have seen sales of
£2,661m up 2 2% on 2008 Trading profit for the year was
£323m, an increase of 4 5% year on year and broadly 1n ine
with expectations Branded sales in particular have performed
strongly in the year, up 8 5% with market share gans in

many of our key categones | believe that this 1s a creditable
achieverment in the current economic climate and a testimony
both to the success of our strategy of focusing on branded
sales and also the work and commitment of management and
employees

Refinancing

A very mportant event dunng the year was the refinancing

of the business which raised approximately £380m under a
placing and open offer announced In March The refinancing
has been successful both in remowng the uncertainty over the
Company's debt position and alse in prowiding Premier with a
stable position from which to dnve performance

As shareholders will be aware, pnor to the refinancing
the Board considered it appropnate to suspend dividend
payments Future payments wil be dependent on the
imitations imposed by our current debt arrangements

Board

There have been a number of changes to the Board over the
last year Following the refinancing, Warburg Pincus became
a major sharehelder of the Company and under the terms

of the placing and open offer have the nght t0 nominate the
appointment of a director to the Board As a result, n June we
welcomed Charles Miller Smith as an additional non-executve
director Charles has a wealth of experience in both the
consumer gocds and financial markets, which has enabled
him to make a valuable contnbution to the Board and support
the achievement of the Company's strategic goals

Stock code PFD
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After seven years with the Group, Paul Thomas stepped down
as Finance Director n August 2009 Paul was instrumental i
the Company’s flotation in 2004 and contnbuted significantly
to the development of the Group The Board would like to
thank him for his dedication to Premier and wish him weli for
the future

In October Jim Smart was appointed to the Board as Chief
Financial Officer Jm, who previously held the role of CFO at
both Friends Provident plc and Boots Group plc, 15 a well-
known and respected CFO and has made an immedhate and
positive impact on the Group

Chnstine Cross who was apponted as a non-executive
director in January 2008 retired from the Board at the end of
January 2010 in order to take up a new role as Chief Retail
Adwser to PncewaterhouseCoopers The Board would like to
thank Chnstine for her valuable contribution to the Company

Dunng the year a new Finance Committee was established to
provide additional focus and review In respect of the Group's
ongoing financial strategy Dawvid Beever was appointed
Charrman of the Committee which meets quarterly

Employees

The last few years have been a penod of major change for
employees at Premier as a result of the rationalisation of the
business following the acquisitions of Campbell's and RHM
Staff across the business have consistently shown great
tenacity and determination to deal with this change

Developing our people and delivenng our plans and obyectives
1s cntical to the success of the Company and to help embed
a common approach across the business we have developed
the “Prermier Way" which sets out what we believe are the
most impaortant attnbutes for our leaders, and this 1s now
being embedded in the business

In 2008 we launched our first Employee Recogrition Awards
to recognise and reward the significant achievements of
employees across the Group It 1s pleasing to note that over
100 entnes were received and details of the winners, which
were announced in June 2009, are set out In the employee
section of this report The second Employee Recogrition
Awards were launched earlier this year

In February we opened the new Group-wide shared service
centre in Manchester This i1s the next step in integrating the
many systems and processes mhented over the years as the
Company has expanded Significant progress Is being made
by the team there

www premierfoods co uk

CSR

We have made important stndes in the area of corporate
social responsibility and for the first time have a produced

a stand-alone CSR report which 1s avalable on our website
www premierfoods co uk Key achievements in the year have
been a 5 2% reduction in energy consumption and a 37 7%
reduction in waste sent to landfill Further nformation on our
achievements can also be found in the CSR section of this
report

Looking Forward

There are indications that the UK economic outlook may
now be iImproving shightly Food inflation which has been

a significant factor over the last couple years, whilst still
ahove traditional levels, fell back in the final quarter of 2009
However, the outlook for consumers remans uncertain and
the pressure on spending continues

We believe that with the integration of the business now
largely completed we can focus on our business model of
growing branded sales, using our scale to deliver value to
customers and gaining efficiency benefits from our supply
chan

In additton we have a full programme of product development
for the coming year designed to help dnve sales growth | am
confident that 2010 will be a year of significant progress for
Premier Foods

Finally, on a personal note, this will be my last report as
Chairman of Premier Feods as | will be stepping down as
Chawrrnan following the appointment of a successor during
the year After six hugely enjoyable years with the Company,
| have decided that this 1s an appropnate time for me to
stand down

in spite of the upheavals in the markets for the last three
years, | am pleased to say we have adhered to our strategy
of bullding a strong branded food company, capable of
competing In a difficult marketplace Following a senes of
acquisttons, ntegration 15 complete, finances are secure
and a strong management team 1s In place From this stable
platform, | am confident the Group will deliver and | wish
them well

(e

Dawvid J Kappler
Chawman
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About our business

PREMIER FOODS

ALL YOU NEED TO KNOW

@ UK'’s largest branded ambient grocery manufacturer
@ UK's largest bread baker and flour miller
@ A leading supplier of chilled food products

© A strategic focus on the UK and on growing
our brands

.. . in this respect we are unigue in
the UK food industry
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Category Category Position Category Position

Wrapped bread Hovis

Ambient cake Mr Kipling Cadbury
Meat-free Quorn Cauldron
Ambient desserts Ambrosia

Ambient gravy Bisto

Asian meal solutions Sharwood’s

Dried soup Batchelors

Dried noodles Batchelors

Pickles and relishes Branston

Baked beans Branston
Preserves Hartley’s

Jelly Hartley’s

Ambient wet cooking sauces Loyd Grossman

Stock Oxo

www premierfoods o uk Premier Foods ple Annual report and accounts 2609
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Group at a glance

Premier Foods is the UK’s
largest food producer. We
manufacture, distribute and sell
a wide range of branded and
non branded foods.

We supply a broad range of customers including the major
multiple retallers, wholesalers, foodservice providers and
other food manufacturers Premier owns iconic British
brands such as Hows, Batchelors, Mr Kipiing, Quom, Bisto,
Ambrosia, Branston, Sharwood's, Hartigy's, Loyd Grossman,
Oxo and many more The business employs around 16,000
people and operates from over 60 sites across the UK

and Irefand

Three focused divisions
The Group 1s orgamised into three dmsions

Grocery
Compnsing the shelf stable or “ambient” grocery products,

Howvis
Compnsing wrapped bread, morning goods and butk and
bagged flour, and

Chilled
Compnsing chilled and frozen Meat-free products and our
retaller branded chilled ready meal and cake businesses

Non branded products compnse retailler brand and business
to busmess sales

06 Premier Foods plc Annual report and accounts 2009

= Grocery

959.1%

of total Group turnover

The Grocery dmvsion encompasses a wide vanety

of ambient grocery sectors including cakes, soups,
vegetables, stocks, gravies, spreads, ambient desserts,
home baking, cooking sauces, Asian meal solutions,
pickles and beverages The division also incorporates
Premuer's business in the Repubilic of Ireland

Key brands

Batchelors, Mr Kiphng, Bisto, Ambrosia, Branston,
Sharwood's, Hartley's, Loyd Grossman and Oxo

Turnover £1,574m
YoY sales growth Total +4 8%

Branded +5 4%
Trading profit £256m
Employees 6,838

Branded mix

@ Branded
£1153m
733%

@ Non branded
£421m
26 7%

® Manufactunng sites

1 Ashford 7 Long Sutton
2 Bury 8 Middeton
3 Cariton 9 Moreton

4 Hston 10 Stoke

5 Krughton 11 Wisbach

6 Uifton 12 Worksop

O Distnbution/Logistics centres

1 Long Sutton
2 Rugby

Ireland

1 Dubbn

Stock code PFD




=> Hovis

27.9%

of tatal Group turnover

The Howvis dision operates pnncipally in the wrapped
bread market and in addition manufactures own label
bread and morning goods The dmsion 1s also the largest
vertically ntegrated baker and flour miller in the UK and
produces a wide range of bulk flours and branded and

own label bagged flours

Key brands

Hows, Granary and Mother’s Pride

Turnover
YoY sales growth

Trading profit
Employees

Branded mix

@ Branded
£394m
53 1%

@ Non branded
£348m
46 9%

B Bakernes

Avenmouth 8 Greentord
Beolfast 9 Leicester
Bumingham 10 Mitcham — Sebon
Eastlelgh 11 Nottmgham

Ermth 12 Wigan

Forest Gate

Glasgow

lils.
Andover 6 Selby
Bamy 7 Southampton

Gamnsborough
{wheat maltings)
Glasgow
Manchester

]

oo B wdmhwn .

o ob

8 Depots/RDC
Bradiord

Dagentham

Chandlers Ford

Inverness

Marttand Mi

Mendlesham

Mossend

Newbridge — 9 Newcastle
Flemuing Howden 10 Piymouth

[ - SR SR

www premierfoods o uk

£742m

Total -36%
Branded +11 6%

£42m
6,179

- Chilled
13.0%

of total Group turnover

The Chilled division compnses Brookes Avana, our
retaller branded chilled ready meal, cake and desserts
businesses and our chilled and frozen Meat-free business

Key brands
Quorn and Cauldron

Turnover
YoY sales growth

Trading profit
Employees

Branded mix

® Branded
£131m
38 0%

@ Non branded
£214m
62 0%

® Manufactunng Sites

Belasis

Leicester — RF Brookes
Methwold

Rogerstona Park — Avana
Rogerstone Park — RF Brookes
Stokasiay

DN b=~

£345m

Total +3 9%

Branded +1 6%
£25m
3,082

Premiar Foods plc Annual report and accounts 2009
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Chief Executive’s statement

Robert Schofield, Chief Executive

DELIVERING

OUR BUSINESS MODEL

“The Group'’s strategy remains unchanged. The Group has
acquired a wide portfolio of well-known brands, many of which
have leading positions in their markets, widespread distribution
through a large number of customers and a scale advantaged
supply chain throughout the UK. This forms the platform for
growing our brands and generating future earnings growth.”

Cur wvision 1s to be “the best in Bntish food with brands you
really love”

Business Model

Now that the integration of the RHM and Campbell's
businesses 15 behind us, we are focused on demanstrating
our business model and on delivering organic growth over the
next three years Our business model to deliver this growth Is

08  Premier Foods plc Annual report and accounts 2009

to grow our branded sales faster than their respective
markets by investing in and strengthening our brands
and their relevance to today’s consumers,

to gain competitive advantage by utilising our
consumer insight and scale to deliver value to
customers and to work more effectively with suppliers,
to deliver efficiency benefits such that supply chain
costs and overheads are held flat or decline while
volures grow, and as a result

to focus on cash generation and debt reduction

Successfully delivering this model will dnve sales growth, will
1mprove gross margn, will ncrease operating profit and will
enable us to reduce debt over the next few years

Branded Sales

To drive branded sales growth, we will concentrate our
Investment into the areas with the greatest growth potential
We judge this potential by a combimation of size and growth
praspects of the category and the competitive strength of
our brands

Dnve We have identified five Dnve categones
categones which are large and in which we believe
we can grow ahgad of the market

Core We have identified four Core categones

categones which have more moderate growth potential
but in which we have strong market shares
We am to grow in ine with these markets

Defend The remaining Defend categores have
categones lower growth prospects and our am s to
maintain our market position

Stock code PFD




Our brand investment will be prontised In refation to the
competitive strength and growth prospects of the brands The
brands which we am to invest behind i Drive categores are
referred to as Dnve brands Other brands which will receive

a more moderate level of nvestment are referred to as Core
brands Brands which will receve minimal investment are
referred to as Defend brands

Some brands in the Dnve categones will play a supporting

role, will receive less iInvestment than other Drive brands

and will be treated as Core brands In addition, we have a
number of smaller brands which, afthough they compete in
the higher growth categones, are included within the Defend
classification as, due to their size, they are less likety to receive
significant investment

The categones and brands are as follows

We believe that we can grow volumes of Dnve brands in
total by at least 1 to 2 percentage points ahead of the overall
category growth rates We am to grow Core and Defend
brands in ine with therr markets

Brand categories

63 - 1 0/0 of total sales

DRIVE CATEGORIES
3 year Premier Premier's
Calegory Size £m  category growth rate brand vatue share  Why this 1s a Dnve category
Value Volume
Bread 1,826 9% 0% Hovis 26 6% A very large category and wa have the No 2 brand
Cooking sauces 1,041 7% 3%  Sharwood's 181% A fast growing, large category where we are the
Lioyd No 2 manufacturer
Grossman

Cake 1,018 1% -2% Mr Kipling 26 9%  Alarge category where we have the largest brand
Growth opportunity In snacking and lunch box

Ambient desserts 30 6% 1% Ambrosia 51 1% Strong branded position with growth opportunity

Hartley's behind ndvidual desserts/snacking and lunch box

Meat-free 209 2% 0% Quorn 66 8%  Strong branded position Growth opportunity
through increased consumption by vegetanans,
meat reducers, healthy eaters and international
expansion

Total 4,394 6% 1% 28 2%

3 year Premier Premier's
Category Size Em  category growth rate brand value share  Why this i1s a Core category
Value Volume

Convenience 298 6% 2% Balchelors 44 8%  We have a strong share postion

meals

Pickles and 131 6% 0% Branston 36 8% We have a strong share posttion

Relish

Gravy 126 3% 0% Bisto 741%  We have a strong share position

Stock 97 14% 12% Oxo 388% We have a strong, though contested, share position
and the category 1s in strong growth

Total 652 6% 2% 47 9%

www premierfoods co uk
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Chief Executive’s statement

If the categonigs continued to perform in ine with the last
three years, we would in total expect to be able to grow our
Drve brands by between 2% and 4% p a In volume, our
Core brands in Ine with the market, 1 e at 2% pa, and keep
our Defend velumes flat

We will use this categonsation of brands dynamically as
market opportuniies develop and hence brands may
play different roles at different tmes Using this brand
architecture, we believe that in total we can grow our
branded sales faster than the market

Competitive advantage through scale

Prermter Foods 15 the UK's largest suppler of amient

grocery gocds Our business model! 1s to utihise this scale for
competrtive advantage We believe we can use our scale to
reduce costs and worlang caprtal by procunng rmore effectively
Cur focus on the UK and our presence in a broad range

of categones gives us a degp insight into consumer trends

in Brtish food This insight enables us to work closely with
customers as ther chosen category development partners
across our pnonty markets We are currently lead category
partner across Dnve and Core categones in several major
customers working with them on recommendations regarding
range, space, merchandising and promotional strategies

The Group also has scale in retaller branded and business
to business products These businesses are an important
element of the strategy as they utiise capacity,
contribute expertise n product INnovation,
help to build relationships with
customers, enhance buying scale
and contnbute towards overheads

01 Hows 1s the second largest bread brand and the sixth largest food brand
in the UK

10 Pramier Foods plc Annual report and accounts 2009

Over the last three years, the retaller brand categones in
which we compete have declined by 1% in volume The
objective 1s to generate sales in ine with total retaller brand
performance in the relevant categones over the medium term
Nevertheless, sales in any one penod are likely to be more
volatile given penodic contract gains and losses as we seek
to manage the best balance between profit and retailer brand
sales volumes

Improve efficiency

We have integrated the RHM and Campbell's supply chains into
our Grocery business and have delivered synergies as a result
The next stage of the strategy 1s to extract organic efficiency
savings from the restructured footpnnt We beleve there are
substantial opportunities to achieve benefits not only from raw
matenal procurement but also from supply chain operations
Manufactunng controllable costs in Grocery were £273min
2009 This iIncludes direct labour, overheads, wastage and
logistics Our aim s to deliver efficiency savings of around 4%
p a from these controllable costs We believe that this will
exceed not only overhead inflation in & normal year but also the
vanable costs of incremental volume We will also continue to
improve our customer service, technical and health and safety
standards which will add further to competrtive advantage

Our support functions are already refatively low cost with the
integration pregramme having focused on removing duplication
The acquired business processes and systems have, however,
largely been retained The mplementation and roll-out of SAP
Is beginning to enable more efficient and effectve business
processes, and will give us greater scope to improve the agiity
of the business and reduce administrative costs over the next
three years

02 2009 saw a new TV ad campaign for Loyd Grossman putting his
Bolognase sauce 1o the test n Bologna the oy whera the onginal
sauce was created
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03 Oxo launched a new X shaped cube in 2009, the brainwave of a project
engnesr from the Worksop tactory

These are the two areas in which there 15 the greatest potential
for efficencies but we will stnve for efficiencies throughout all
our businesses

Cash generation

In recent years, the operating business cash flows have been
absorbed by acquistions and by costs of integration and
restructunng The major projects are largely complete Qur
pronty now I1s to execute the business model outlined above
enabling us to deliver not only sustained eamings growth but
also increased cash generation This will enable us to reduce
our financial obligations

Divisional Strategy

Grocery

Within the Grocery division, we have a large porticlio of brands
with a strong presence 0 a range of ambient food categones

In our Dnve categones, we believe the biggest immediate
opportuniies e n cooking sauces & accompaniments,
desserts and cake

With cooking habits ingreasingly moving towards the
convenience of cooking with pre-prepared sauces combined
with fresh ingredients, we believe there 1s ample room for further
growth of the market Loyd Grossman provides a tugh qualty
product in Italian, Indian and Thar cuisine Sharwood'’s 1s the

www premierfoods co uk

voice of authontative discovery in Asian meals, cocking sauces
and accompaniments

Although the cake category has been in dechne over the last
three years, we believe that within both cake and dessert
categones there are rapidly growing sub-categones compnsing
indmdual ready-to-eat formats such as sweet snacks or treats
for ona or as components of a lunch box Ambrosia, Hartiey's
and Mr Kiplng are deally placed to accelerate the growth in
these sectors

In Core categones we include dry convenience and express
meals, n which we lead with the Batchelors brand, pickles,
chutneys and relishes where Branston 1s the market leader,
and gravy and stock in which we compete with Bisto and Oxo
respectively

The remander of the Grocery business is hon branded
Including retailer brand and business to business sales These
businesses utihse capacity, help to build relationships with
customers, enhance buying scale and contnbute towards
overheads

Howis

Our wision s to make Howss the biggest and most loved brand
N bakery The strategy 1s focused around Howis, as a Drive
brand, being the best quality bread avalable and developing
adverising which connects emotionally with the UK consumer

Premier Foods plc Annual repert and accounts 2008 11
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Chief Executive’s statement

This strategy has succeeded n increasing market share to
26 6% of the branded bread market n 2009 The strategy
from here 15 to continue to mnovate in the bakery category
Working in conjunction with farmers we have now sourced
tugh quality red wheat from the UK to enable us to replace
wheat which would have otherwise had to be imported Asa
result, in 2010, our branded range will be made from 100%
Bntish wheat These and other product faunches should
continue to Improve the brand image and dnve growth
Growth is also avallable from expanding in segments of the
market in which Hows 15 underrepresented such as white
bread

Retaller brand bread and bakery goods utiise capacity,
enhance relationships with customers, add buying scale and
contnbute towards overheads

Our Miling business contributes to innovation N Howis
bakery and provides expertise in the supply of specialist
flour A profitable business, its sales revenue is, by nature,
volatile as pncing directly reflects input costs

The bread market continues to be competiive with a high
cost distnbution model We believe the ndustry business
model needs to change in the medium term In the
meantme, we beleve that the appropnate strategy 1s to
encourage customers and consumers to value the Howvis
brand above others and to continue to grow the brand In
this way we should be able to maximise volume through the
existing supply chan In recent years, we have invested in
modemising our supply cham to support the iImMprovement m
product quality and volume of sales In future, we will focus
on improving supply chamn efficiency to mtigate cost inflation
Further investment in the infrastructure will be made from
writhin the Group’s nommnal caprtal budget

01 Bisto granules coming off the producton ine in Worksop Bisto (s used in
1 6 bn meals each year

12 Premier Foods plc Annual report and accounts 2009

Chilled

The Chilled dvision compnses the branded Meat-free
business and the largely retaller brand Brookes Avana chilled
ready meals and cakes business

In Meat-free, Quomn and Caufdron are two mayor brands within
the meat atternative market providing a range of products using
mycopraten and tofu respectively Quom 1s a Dnve brand as we
believe that 1t has significant potential in the medium term The
core consumer who does not eat meat has many occasions
on which Quormn can fulfil his or her needs We intend to focus
on this market in the first half of this year The most significant
opportunity 1S to tap into those consumers who want to eat
less meat for reasons of health concemn or Ifestyle choice
Quorr s a healthy alternative to meat and we are working on
plans to communicate this later in 2010 We are still committed
to expanding the brand n overseas markets Cauldron will

be repackaged in the spring and iImprovements made to the
product which we betieve will realise the growth potential for
this brand

Brookes Avana has three excellent faciities manufactunng
retaler brand and branded ready meals and cakes The
ndustry 1 very competitive due to spare capacity However,
Brookes Avana has a well-developed set of innovation and
new product development processes and, In tandem with 1ts
strong customer relationships, 1s well placed to use its breadth
of expertise to delver further progress in the future

Robert Schofiald
Chief Executive

02 A new TV ad campaign began in September to support tha launch of
Ambrosa “fee good puds”

Stock code PFD




MARKETPLACE

Markets

The UK Gracery Market proved resiient despite the
recessionary environment in 2009 and pressure on consumer
spending The total UK Grocery Market 15 worth £65 8bn and
grew 4 8% in 2009 Branded sales outpaced retaller brands
with value growth of 7 0% compared to 3 3%

Premier operates in the Ambient Grocery sector and s the
UK’s largest manufacturer in this segment with a 6 8% share
of the £25 Obn market

Our share of the £25.0bn UK Ambient Grocery Market%

B Premier Foods

&8 I
I I 1 T B Nestlé UK Ltd
a8) W Cadbury PLC
B Unrted Biscurts
26 W PepsiCo UK
34
33

Our prncipal market 1s the UK, accounting for 93 9% of sales
n 2009

Customers

We sell both branded and non branded products to a wide
range of customers Our most significant customers are the

03 In December the Hows *Go on Lad” TV advert was voted TV "ad of
the decade”

www premierfoods co uk

major UK retallers Our Foodservice business sells to local
authonties {schools and hospitals), staff canteens, restaurant
and pub chans largely through intermediate wholesalers Our
mills produced over 1 milion tonnes of flour In 2009, 52%
uged by the business and the remainder sold to other food
manufacturers in addition, we supply retaller branded chilled
ready meals, cakes and pizza bases to a number of leading
food service retallers

Sales spiit by customer

B Top 5 retalers — £1,569m
B Other retalers — £452m
B Food service/

wholesalers — £330m
W Bulk flour — £166m
B Others — £144m

Competitors

Due to the breadth of categones that the Group covers,
Premeer has no pnncipal competitor who operates across alt
of the same categones The competitors that the Grocery
division face range from multinational food companies

to smaller family or pnvale equity owned businesses
Competitors who have signficant branded shares in the
categones in which we operate include H J Heinz Company
{soup, baked beans), the Baxters Food Group {soup, pickles),
Unilever PLC (stocks, cooking sauces), Masterfoods (part of
Mars Incorporated Group) (cooking sauces), United Biscurts
{cakes) and Andros UK Ltd (preserves}

Howis' pnincipat competitors in the wrapped bread and
morming goods markets are Warburtons Ltd and Associated
British Foods plc (Kingsmill) The pnncipal competitor in the
bulk flour market 1s ADM Milling Ltd Within the chilled market
our pnncipal competitors are Northern Foods ple, Bakkavor
Group h f and Greencore Group ple

Premier Foods plc Annual report and accounts 2008 13
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Chief Executive’s statement

14

With our brands spanning many categones and our focus on the UK, we have the
opportunity to make consumer and shopper insight a competrive advantage

Our consumer and shopper manifesto
We have developed a Consumer and Shopper Mandesto designed to help all of our pecple — from new product

development through to sales — to put consumers and shoppers at the heart of everything we do The manifesto has
eight simple pnnciples

Focus on the nation’s
favourite foods

Concentrate on the meals that most
people eat, most of the time.

Cur research shows that UK households have on
average a repertoire of just sx or seven meals that are
cooked on a regular basis The most popular meals tend
to be tradtional favountes such as roast dinners, pasta,
pizza, fish and curry and don’t change much over tme
Wa will not single-handadly change how Bntain eats so
wa will focus innovation within the most popular dishes to
help consumers and shoppers have the best expenence
they can from the food they already eat every day

Be natural and wholesome

Striving for natural food, free of artificial
ingredients, as part of a healthy
balanced diet.

People are more aware than ever of what 15 n

therr food and where it comes from — they are
rg-connecting with food As Bntain's largest food
manufacturer we understand our responsibility to
make our products as natural and wholesome as
possible We will ook to mintmise artdicial ingredients
or preservatives and we will review our levels of salt,
sugar and fats We want ingredients lists to be as
simple as possible using ingredients that people
understand

Premier Foods ple Annual report and accounts 2009

CONSUMERS

CONSUMERS AND SHOPPERS ARE AT
THE HEART OF EVERYTHING WE DO

Look and taste delicious

Look great in advertising, in the store
and on the plate and really deliver on
taste.

Above anything else, people want their food to taste
great and If it does they will come back for morel We
will regularty test our products with consumers so
that we know they are the best iIn market Cur brands
need to look good too, including the packaging, the
way they are displayed in store, how they look In our
communications and ullimately when they are on the
plate or In the bowl

Make food easy

The right size, the right shape and
easyas 1,2 3.

Many consumers find Ife busier and busier so they
value products that save them time and energy We
will provide food products that requuwe liitle or no
preparation such as Ambrosia Crumble Puds and
others that will help people create good meals with
Iittle effort such as our cooking sauces range Qur
products will be easy and intutive 1o use, we will
provide the nght size packs for all households and
the nght shape packs to easdy fit n the fndge or the
cupboard

Stock code PFD




Shine in store

On shelf, easy to find and attention
grabbing.

A typical UK supermarket has 30,000 driferent
products on display Many shoppers shop on
“autopiiot” so we need to make sure that our products
stand out on the sheives whether through eye-
catching cotour, umque shape or via Point of Sale
matenals To help us "shine n store” we must ensure
our products are always on the shelves when the
shopper 1s choosing We will work wath our customers
to make #t easy to find our categories within the store
and to offer shoppers helpful ideas for food at a
relevant moment in their shopper journey

Do the right thing

Treating people and the environment
responsibly.

Environmental and ethical 1Issues are increasingly
mportant to consurmers and shoppers but for

many deciding what is the nght thing to do can be
confusing and complex Research has shown that
consumers and shoppers will look to governments and
manufacturers to help them and as the UK's largest
food producer, we recognise our responsbility We
need to ensure that consurners and shoppers can
make the nght choices by communicating the good
things we are doing through our brands, such as
moving to sourcing 100% sustanable Paim O through
the GreenPaim Certffication Scheme

Offer genuine value
for money*

Good food that goes a long way;
something that everyone can afford.

There are few shoppers who are not concerned about
looking after therr finances in the current economic
climate and they want to get great value for the
money they spend This s of course about qualty, but
alse the nght pnce and the promotional context Many
of our products are ambient, reducing waste and
further improving value

Premier Foods can only racommend 6 the retaller a price to ba pad
by the shopper Tha actual pnce paxd is always ndependently set by
the retaller

A brand you love

Formung an emotional bond between
our brands and consumers.

Many of the Consumer and Shopper Mandesto
‘principles’ are rational and practical but a final critical
element is that consumers maintan an emotionat
bond with our brands We understand what it 1s about
our brands that people love and we will continue to
engage our consumers In modern and relevant ways

Putting the manifesto into practice
By combining these attnbutes we can have a real impact with consumers and shoppers as seen by the Loyd Grossman
Bolognase launch in Apnl 2009

« Firstly we focused attention on Spaghett Bolognaise, thisis ¢ Thirdly a new family size jar was taunched, “making food
the seventh most popular meal eaten by Bntish households easy” for families
— eaten on 165 million separate occasions So we focused Fnally the product was supported by a new TV ad
on the “nation’s favounte foods" campaign ("a brand you love”) and a very well-executed in
* Secondly the Loyd Grossman Bolognaise sauce recipe was store programme of promotions, displays and pomt of sale
reviewed, tested and improved 50 we “tasted even more helped us “shine i store”
delicious”

This has helped the Loyd Grossman brand to the most successful year inits history Loyd Grossman sales grew by 20% in
2008 and our sauces were enjoyed in over 2 millon more households than in the previous year
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Key product developments

GROWIN

OUR BRANDED SALES

Brand stretch

Branston brings a
tasty twist to Mayo

March saw the latest innovation launch from Branston as
Branston Mayo with a Twist hit the supermarket shelves

The biggest launch from Branston since the infroduction
of the successful Relish range, Mayo with a Twist sees
Branston diversifying once again into a completely

new market

Flavoured mayonnaise 1s stil n ts nfancy, curently
accounting for just 8% of the category However, it s
growing at a massive +96% year on year, and Branston
plans to invgorate the sector by becoming a key player in
the market

Kelly Pym, marketing manager for Branston, sad “Foods
that have been neglected, such as baked beans and relish,
have now been rejuvenated by adding some Branston
'oomph' We are confident that this new actmity in the
mayonnaise sector will deliver the excitement the category
needs and add incremental growth by providing what
consumers want — an innovative new angke on a
much-loved product ”

Expanding existing markets

Loyd Grossman
Al Forno Bakes

The taunch of Loyd Grossman Al Forno bakes 1s a great
example of how we can expand an existing market by
making our products more relevant to consumers

Al Forno bakes fill the gap in the market for two person
oven bake meals that appeal to food connoisseurs and
defiver “real meal solutions to foodies™

The Italian bakes market 1s worth £23m and 15 growing
21% year on year

Matt Brown, head of marketing for sauces, sad
“Consumers are always looking for simple ways to cook
creatively, the quality of Loyd Grossman sauces make

it the perfect brand to cater for this consumer, and we
are also broadening the market offenng through the
introduction of roast potato and vegetable bakes *

This helped Loyd Grossman to achieve its highest ever
sales of £42m in 2009, up 20% year on year

January February March

Apnl May June
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One of the key elements of our business model is to grow sales of

www premierfoods co uk
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our Drive and Core brands faster than their respective markets. g
o
To do this we will focus on 5
w
o Using product innovation and quality 1o take market share from competitors
) Stretching our brands by expanding into new categones
Q Expanding existing markets by increasing the frequency of purchase
@ Leveraging our brand equity through brand rejuvenation
Brand innovation Brand rejuvenation
Ambrosia “feel good puds” Hovis “renaissance” &
@ :
&
g
Ambrosia 1s another example of where we are expanding 2009 saw conttnued success In the rejuvenation of the 2
the market by making products more relevant to more Hows brand
eating occasions Acquired in 2007, Howis was in market share decline
There are an estimated 4 billon lunch box occasions a year having suffered from undennvestment and poor quality
\S's.'cir;: Zta(:tz]nmeisr S8bn and this category s growing by We made a significant investment in recipe improvements
¥ b4 which have improved qualty and taste The range was
New Ambrosia Puds were launched in August 2009 to also boosted by an increased product range and new
remnvigorate ambient desserts with a new range of everyday packaging Following the highly successful TV advertising
complete desserts Designed to meet consumers' needs campaign launched at the end of 2008 we have now o
for lunch box, after dinner and pick-me-up occasions returned Howrs to market share growth Q
{O
Two delicious combinations Crumble Puds Ambrosia During 2009 Howis achieved a total branded market 2
Devon creamy custard and apple, peach or rhubarb frut volume share of 25 8%, an increase of 3 7pp over the year §
zgﬂg:::: ::th&?ﬁzglg%zf;a::;:r]gguisevggzh As part of the contimuing innovation taking place within the
ety bakery category Howis announced in December 2009 the
With less than 5% fat they can be enjoyed hot or cold intention to move to sourcing flour milled from 100% Bntish
and like the rest of Ambrosia, contain no artificial colours, wheat across its entire range — the first major Bntish bread
flavours or preservatives brand to do so
This has helped Ambrosia reach sales of £83m n 2009, up Y
9 2% year on year §
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Robert Schofield, Chief Executive

FOCUSING

ON BRANDED SALES GROWTH

“Premier Foods achieved a tremendous amount in 2009. We
strengthened our balance sheet, cut debt, increased Trading profit
and returned to positive earnings. Most importantly, we improved

the performance of all our key brands in a highly competitive

marketplace.”

Set out below are our plans and ambrtions for the next
chapter in the successful growth of the business We are
laying out a senes of key metncs for the next three years and
providing an even greater degree of transparency as befits a
business of our scale

We are confident that our business model 1s capable of
continuing to capture share in our key market segments and
delivenng sustained earnings growth and cash generation
over the medwm term We look forward to the next stage of
the Group’s development with determination and enthusiasm

18  Premier Foods plc Annual report and accounts 2009

Summary
02 v0B
2009 2008 %
Branded sales (£Em) 1,678 1,576 65
Total sales {£m) 2,661 2,604 22
Branded market share
— volume {%) 222 205 17pp
Branded market share
— value (%) 247 242 0 5pp
Trading profit {£my) 323 309 45
Profit before tax {£m) 47 {(405)
Adjusted EPS —
continuing (pence} 58 144 {59 7)
Pro forma adjusted EPS (pence) 47
EPS — continuing (pence) 19 (41 3)
Cash flow before
non-recurring ttems (£m) 60 104 {42 3)
Net debt (£m) 1,365 1,767 228
Net debt/EBITDA (tmes} 36 49 13
Sales
09v08
2009 2008 %
Branded (Em) 1,678 1,576 65
Non branded {£m) 983 1,028 (4 4)
Total sales 2,661 2,604 22
Total branded sales (%) 631 605 2 6pp
Branded market share
N grocery
Volume {%}) 192 188 0 4pp
Value (%) 224 227 (0 3pp
Howis branded marke! share
n bread
Volume (%} 258 221 37pp
Value (%) 26 6 237 2 9pp

Adjusted EPS 15 defined as Tradmg profit less net regular interest payable less a
notional tax charge at 28 0% (2008 28 5%) dwided by weighted average number
of shares of the Company Net reguiar nterest payable is defined as net
Interest after excluding non-cash items, namely exceptional wrte-off of financing
costs, accelerated amortisabon of debt 1ssuance costs, far value adjustments on
interest rate swaps and the unwind of the discount on provisions

Pro forma EPS shows what the Adjusted EPS would have been if the issue of
shares and assoctated refinancing had been in ptaca for the whole of 2009

Stock code PFD



Total sales increased by 2 2% Volume contnbuted 1 8% to
sales growth with pnice and mix coninbuting C 4%

Branded sales increased by 6 5% to £1,678m and now
account for 63 1% of totat sales, an increase of 2 6pp on
2008 Branded sales growth was recorded in Grocery, Howvis
and Meat-free Market share for the Grocery dvigion increased
by 0 4pp to 19 2% by volume as a result of nnovation and
promctional actmity Market share feil by O 3pp to 22 4%

by value as the higher volumes were offset by the effect of
increased promotional activity on net prices Premier’s value
share across Drive and Core grocery categones, however,
grew by O 1pp to 30 8%

Market share for the Hovis dwvision increased by 3 7pp to
25 8% by volume and by 2 9pp to 26 6% by value as a result
of mcreased volumes and additional distnbution

Branded Sales
2009 2008 09v08
£m £m %
Howis 349 303 1652
Mr Kipling 132 128 31
Quom 18 113 44
Ambrosia 83 76 92
Sharwood’s 62 59 51
Hartley's 54 46 17 4
Loyd Grossman 42 35 200
Subtotal — Dnve brands 840 760 105
Batchelors 132 122 82
Bisto 96 94 21
Branston —
pickles and relishes 40 3 290
Branston — beans 34 22 545
Cadbury cakes 60 59 17
Oxo 38 37 27
Subtotal — Core brands 400 365 96
Defend brands 438 451 (2 9)
Total branded 1,678 1,576 65

Dnve brands grew by 10 5% to £840m In cocking sauces,
Sharwood's and Loyd Grossman both recorded growth
ahead of ther markets through co-ordinated programmes of
Innovation, advertising and promotional actvity In desserts,
Ambrosia and Hartley's benefited from new product
development in ndmdua desserts In cake, Mr Kipling grew
despite a decline In the market Hovis grew 15 2% as it took
market share in the bread market Core brands grew by 9 6%
10 £400m Defend brands declined by 2 9% to £438m

www premierfoods co uk

Non branded Sales
2009 2008 09v08
£m £m %
Grocery 421 408 32
Hows 348 M7 (16 5)
Chilled 214 203 54
Total 983 1,028 (4 4)

Non branded sales, which compnse retaller brand, business

to business products and Milling, were down by 4 4% In the
Grocery dmvision, non branded sales increased by 3 2% Iny
retaler brand, the increase reflected volume gamns of pickles &
condiments and spreads In canming, volumes were down 4 1%
which reflects the depressed volumes in the market and the loss
of a matenal retasler brand contract in Q3 of 2009 The volume

Case Study
Trading scale and position

Our scale delivers competitive advantage
with retailers

The UK Grocery Market 1s worth £65 8bn and grew by 4 8%
in 2008 We operate in the Ambient Grocery sector which

1s worth £25 0bn This makes it a very important sector to
retallers

Premier Foods 1S In a unique position as the UK’s No 1
Ambient Grocery supplier covenng more categones than
the majonty of our competitors This means we can bnng a
broad perspective and a breacith of knowledge across the
Ambient Grocery sector that our competitors can’t match,
helping both Premier Foods and retalers maxmmise their
retum We have conducted extensive research to develop
indmvidual category strategies and therefore understand how
they fit nto the Grocery market as a whole

We are now working with major retalers to define an overall
Ambient Grocery strategy This strategy ams to iImprove
the shopping expenence, through enhanced layout, range,
and avallability of products, the use of signage and shopper
marketing
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01 Prermier amploys chets across the business to develop new and excrting
products and smprove existing recipes

loss was partially offset by a favourable mix of other contracts
and pnoing  Sales to catenng customers had a quister year
with lower demand as consumers ate out less frequently

The main area of non branded dechne was in Hovis where
sales of retaller brand bakery products were down 15 6%
reflecting a retaller brand bread market down 11% and the
exit from certain contracts The volume lost by this decline
was more than offset by increased volume of branded
bread

In Miling, sales revenue was down 17 6% In volume terms,
however, sales were down only 2 4% with pnce deflation
accounting for the remaining 15 2% This has Ittle effect on
profitability as the cost of raw matenals 1s similarly reduced

In the Chilled dmviston, non branded sales increased by 5 4%
driven by new contracts and product lines

Outlook

The Group has made progress dunng 2009 in developing its
strategy of growing branded sales and in expanding gross
margin through the benefits of consumer insight and scale
We shall continue this development in 2010 and we expect
to delver efficiency savings over and above the synergies
already delivered Furthermore, these efficiencies should be
deliverable without matenal access costs

20 Premier Foods ple Annual report and accounts 2009

02 Oxo cubes on the production ine at our Worksop factory

In 2009, much of the benefit of the strategy was absorbed by
inflation i input costs and by a tougher consumer and trading
environment which drove higher promotional costs We are
confident that 2010 will be a successful first step of a three year
journey of demonstrating the strategic direction of the business
and of generating cash We will therefore pnontise actions
which are consistent with that three year journey

We remain cautious about the consumer and trading
environment for 2010 But, assuming no further adverse
change in that environment, we expact the benefits of the
strategy to result in further progress in 2010

e
Robert Schofield

Chief Executive
9 March 2010
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Hovis
gives it 100%

In December 2009 Howvis announced it will be
backing British farmers and moving to fiour miited
from 100% Bntish Wheat across 1ts entire range —
the first major Brittsh bread brand to do so

Launched in early 2010, the move, which represents a
multi-mifion pound investment, comes as part of the
brand’s continuing “renaissance”, which began with its
award-winning “Go on Lad” advertising campaign and
packaging re-brand in September 2008

Howis has been growing a stran of Canadian Red wheat
here n Bntain for the past five years in tnhals and now
has over 800 farmers across Great Britain growing
wheat for Hows loaves This 1s the equivalent to one in
eight British wheat fields being grown for Howis

NFL President Peter Kendall sard "It 1s fantastic
news that Hovis will be committing to source
100% of its wheat from Bntain from next year This
shows real commitment to UK farming and its skill,
professicnalism and refiability, by a well-known and
respected UK company ”

Jon Goldstone, Marketing Director at Howis saud
“We used to import £18m worth of Canadian wheat,
£18m which will now go to British farmers This 1s

a significant amount of cash Howis’ move to 100%
Bntish will not only be a good deal for farmers The
new strain of wheat means a tastier, better qualty,
all-British Howss loaf — without any price nise for
consumers "

Premier Foods plc Annual report and accounts 2009 21
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Divisional review

Grocery

IN 2009 GROCERY SUCCEEDED IN GROWING BRANDED SALES THROUGH
INNOVATION AND ADDED TO GROSS PROHT BY BETTER PROCUREMENT EFFICIENCY

@ Branston sales up 40% — Mayo with a Twist launched

© Loyd Grossman sales up 20% — Al Forno range launched

© Ambrosia sales up 9% — Crumble Puds and Fruit Pots launched

e Mr Kipling sales up 3% — new Halloween, Summer, Easter and Valentine vanants launched
© Sharwood'’s sales up 5% — Biryani Spice & Sauce launched

Grocery

Branded sales 1,153 1,094 54
Non branded sales 41 408 32
Total sales 1,574 1,502 48
Trading profit 256 251 20
Volume market share % 19.2 188 04pp
Value market share % 22 4 227 {0 3pp

Sales for the Grocery division increased by 4 8% We saw
good branded sales growth of 5 4% with branded sales
nsing to £1,153m Non branded salss were up by 3 2%
to £421m

Will Carter
Managing Director
Grocery Division

22  Premuer Foods ple Annual report and accounts 2009

Branded sales volumes increased by 3 5% with price and

mix contnbuting 1 9% Indwidual desserts grew strongly
contnbuting t¢ a 7 7% increase by volume and 9% increase
by value in our desserts business Sales also grew in our
spreads and cake businesses but declined in our homebaking
business Sales grew 11 6% in cooking sauces and 21 5%

in pickles helped by the successful launch of Branston Mayo
and new Relish products

Retaler brand sales were up 3 2% 1n the year with volume
decline reducing sales revenue by 5 3% but this was more
than offset by prnce and mix which contrnbuted 8 5% The loss
of volume was largely in the canming business in the second
half of the year Firstly, a matenal retaller brand contract was
lost n Q3 Secondly, the market for retatler brand goods

was down as promotions on branded goods and increases

in retaler brand market pncing caused consumers to switch
away from retailer brand products This effect was particularly
marked in canned soup where total retailer brand sales In

the category were down 10% These two effects are likely to
mean that Grocery non branded sales revenue will be lower in
the first half of 2010 than in the first half of 2009

We have seen an mproved performance in Ireland dunng

the second half of 2009 The decline in sales seen earlier

it the year has been significantly reduced and our brands

are gaining market share The Insh grocery retail sector has
continued to adapt to the difficut economic environmeant with
a substanttal increase in sourcing directly from the UK coupled
with a move to more centraised distnbution We commenced
restructunng our business in Ireland to reflect these changes
N 2009 and anticipate that further restructunng may be
required as the retail sector continues to adapt

Trading profit increased by 2% to £256m
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Higher sales volurnes and a supenor product mix, with
branded sales growth outstnpping non branded growth,

added £8m to profit Our strategy of improving procurement

efficiency added a further £28m to profit

In the year, Input costs INcreased reflecting commodity markets

and weaker stering A combination of pnaing partly offset
by higher promotional cost was not able to recover all the

addiional costs and the business incurred a net cost of £30m

The increase In promotional costs was drven by two factors

Firstly, there was an increase In the level of deal actimty
across all grocery markets, with retalers
competing to offer value during the
recesston Grocery ranges saw
30% of volumes sold on deal in

of 28% seen n 2008 and pnar
years In total, this market level

01 Qur Sharwood's chefs went on jocation in March 2009 to Sn Lanka
China and Malays:a for a TV ad campaign launching the new range of
Sharwood'’s sauces

www premierfoods co uk

20089 versus a more normal rate

of promotions 1s a cost that the business has to absorb and
does not, in aggregate, dnve volume given that 1t has been a
market-wide Increase Secondly, we increased promotional
spend on particular Drive and Core brands to dnve household
penetration and market share and to support new product
launches This succeeded in driving market share gans in
categones such as cooking sauces, desserts and gravy and
helped achieve good sales for new products We judge these
Investments over a number of years and we are confident
that they will continue to generate increased sales in future
penods

There was a £6m net cost as a result of ncreased
manufactunng costs Savings were realised from closing
factones These savings were offset by inflation, notably

in utilities and by mitially high running costs as the new
processes were commissioned in the factones receving the
products previously made in the factones which were closed
In the second half of the year, we saw increasing efficiencies
of the new lines and processes, which we expect will lead to
oNngong savings

There was a £5m improvement In operating expenses
compnsing lower administration costs offset by additicnal
investment in marketing The additional marketing costs

of £6m were incurred to support dnving market share and
the new product launches We expect this cost to continue
to increase in the future as we refresh our brand ranges
Administration costs benefited from synergies and lower
pension service and bonus costs

In conclusion, tn 2009, Grocery succeeded in growing its
branded sales, added to sales through innovation and added
to gross profit by better procurement efficiency With delivery
of further effictencies now enabled, we are confident of
making further progress in 2010
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Divisional review contnued

Hovis

WE HAD A VERY SUCCESSFUL YEAR IN 2009 WITH STRONG BRANDED GROWTH
AND INCREASED TRADING PROFIT UP 75% TO £42m

@ Hovis branded volume market share increased by 3.7pp vear on year to 25.8%

@ Hovis branded bread sales up 15.2% on 2008

& Hovis “Go on Lad” TV advert voted ITV “Ad of the decade”

© Howis won The Grocer magazine’s Top Product of 2009 with the strongest sales growth of
any grocery brand

Branded bakery sales grew 13 5% to £370m Sales benefited
from growth in white loaves where Hows has tradiionally had

Branded bakery 370 326 135 a lower market share Growth also came from increasing
Retaller brand bakery 179 212 {15 6) distnbution of existing products Dunng the year we continued
Total bakery sales 549 538 20 to improve qualty and as a result consumer perception of the
Milling 193 232 (16 B) brand 1s more favourable The quality improvements and the
Total sales 742 770 (3 6) nnovations are significantly aided by our Miling operation
Trading profit 42 24 750
Howvis branded volume Hows branded volume increased by 15 9% contributing to
market share % 258 221 37pp a3 7ppincrease in volume market share This volume was
Howis branded value partially offset by pncing and mix as the proportion of bread
market share % 266 237 29p sold on deal was tugher in 2009 than in the previous year As
a consequence, market share in value terms increased by
29ppto 26 6%

In retaler brand bakery, the majonty of the fall in sales
reflected an 11% fall in the market for retaler brand bread
as consumers switched to branded bread as increased
promotional actmty improved valug The remainder of the
15 8% fall In sales was due to the expiry of certain contracts
In total the volume of bread grew by 4 9%

In Miling, pncing 1s closely related to raw matenal costs
The decline in wheat cost in 2009 was thus largely mirrored
in flour sales value Volumes were down 2 4% owing to the
withdrawal from certain contracts

Tim Kelly

Chief Operating The combined effect of the additional volume i bread and
Officer, Howis of the mproved mix of product in Bakery and Milling was a
and Chilled £14m increase in profit

The combination of pneing, promotion and mflation in
manufactunng costs was offset by lower input costs and
efficiencies in manufactunng and this added £13m to profit

Of this additional profit, £8m was invested to bring on stream

additional capacity to cope with the higher bread volumes
and to iImprove quality These additional costs are ongoing
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and are impartant 1n modermising
the infrastructure to support the
strategy Further updating of the
infrastructure will be reqtired In the
next few years This will be funded
fram within the normal capital
expenditure budget

In conclusion, Hovis had a very successful year
growing Trading profit by 75% to £42m Branded growth
was very strong and considerable nvestment was made in
addtional capacity and product and manufactunng quality
We reman confident of making further strategic progress with
the brand in 2010 However, we expect
competition to be fierce In 2010 as
cur competitors respond to our
successes in 2009

01 Howis Seed Sensations raised over £130 000 for the The Royal British
Legion, nchading £12,500 raised by Premier employees

www premierfoods ¢o uk

Case Study

Best in class common
processes and systems

Howis Track and Trace

Premier Foods has invested significantly in a new Track
and Trace application within the Hows division The system
utilises bar-code scanning technology, managed by the
SAP application, to track products from production,
through the distnbution chain, using a set of complex but
simple to operate rules

Hows produce approximately 18 millon baked products each
week In some Instances a complex cross dockang operation
will result In bread being moved via a number of sites Al

this has to be done within a 24 hour window to ensure that
product 15 delivered fresh {0 stores natiorwide

With 22 distnbution sites, 13 of which are also bakenes, and
just under 1,000 product types, this is a complicated logistics
picture, nvolving around 2,000 employees

Prior to Track and Trace this was a largely manual
operation, requinng indmdual decisions about where to
send product, with imited management wisibility Through
the introduction of Track and Trace we have been able to
Increase accuracy and consequently improve service to our
customers Track and Trace also considerably enhances
the traceability of product, which 1s an increasingly
important prionty
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Divisional review contnued

Chilled

© Brookes Avana sales growth from contract wins In Italian meals and Christmas puddings

© Loyd Grossman chilled pizzas launched
© Quorn sales up 4.4%

® Restructuning of Meat-free business under way to improve efficiency

Brookes Avana 214 203 54
Meat-free 131 129 16
Total sales 345 332 39
Trading profit 25 34 (265)

The Chilled dwsion compnses the ratailer branded ¢hiled ready meals and
cake businesses and the Meat-free business incorperating the Guorm and
Cauidron brands The businesses ara aggregated and reported as the Other’
reporting segment in the notes to the financal statements

In the year, sales for the Chilled dmision increased 3 9%
helped by new contracts and new product development in
Brookes Avana

Meat-free sales mcreased 1 6% Cauldron sales fell 20 3% as
the market for prermium and organic products fell
Quom sales increased 4 49, a good result for

01 Quom expanded its range of lunch and snacking options n 2009 with the
launch of a new range of products nduding Quom Mini Sausage Rolls and
Cvom Sheed Tikka filets
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a premium pnced product In a recessionary environment, but
sales uplfts from upweighted promotional activty were lower
than expected Consequently, we tock the decision to priontise
profit and hence pulled back on promotions in guarter four As
a resuft, gross profit was lower n 2009 In 2010, we plan to
refresh both the Quorn and Cauldron range of products

There was an increase In costs as a result of problems in the
Meat-free manufactunng and packing operations In the first
half of 2010 we intend to address the supply chain issues by
contracting-out more of the operations This will result In a
further charge for restructunng the supply chain in the first haif
of 2010

Anincrease in gross profit as a result of the higher sales was
offset by the higher operating expenses leaving Trading profit
down 26 5%

02 Quom burgers on the production ine at our site n Stokesley
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Competitive
advantage
through
industry
leading
procurement

Our central Procurement team controls over £1 5bn

of spend with specialists covering every category area
including machinery, faciities, engineenng, energy,
packaging, ingredients, marketing and all corporate
spend 1o name but a few They cover over 26,000
ingredient and packaging rtems and approaching
£500m of indirect spend, through over 7,000 suppliers

A key achievernent this year has been to reduce the
active number of supplhers by over 16% and grow
our total spend through our top 250 Strategic and
Preferred suppliers to over 78% of our total The team
have industry leading tools at therr disposal, including
an e-sourcing and contract suite and have this year
e-sourced over 23% of therr spend

Comprehensive nsk management processes are in
place to safeguard business continuity in respect of
ongaoing supply and there 1s also renewed focus on
leveraging the mnovation resources of our supply base

Premier Foods ple Annual report and accounts 2009
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Jim Smart, Chief Financial Officer

REPORTING

ON OUR PROGRESS

“In order to demonstrate the delivery of the business model,
we will give more disclosure of the way the business operates
and of the key metrics which we are using to monitor the

progress of the strategy.”

Introduction
We intend to use the same format for reporting each penod
n the future so that progress can be judged

The key changes are
* Within our segments we will show separately branded and

non branded sales We will descnbe the drvers of growth
and show sales growth agamnst the respective markets
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+ We will llustrate the effect of the growth in branded sales

and of the benefits of scale by descnbing the development
of gross margin percentage

We will show the efficiency of the operations by analysing
the progression of contrallable costs

Up to 2009, the Group was incumng a large amount of
spend for restructunng and investment in the business
These, along with costs of integration, were treated as
Exceptional items and excluded from Trading profit
Integration 1s now complete and the level of restructunng I1s
now likely to run at a nomal level of £10m to £15m a year
From 2010, we will Include the costs of restructunng and
investment within Trading profit

Finally, we will also increase our disclosure of debt and
related financing matters

01 One of the canning ines at our factory m Long Sutton
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02 We sell over 110 mulbon Mr Kiphng French Fancies every year

Trading profit
2009 2008 09vO08
£m £m %
Sales 2,661 2,604 22
Cost of sales (1,852) (1,806) (2 5)
Gross profit 809 798 14
Gross margin % 304 306 {0 2pp)
Operating expenses (486) (489 06
Trading profit 323 309 45

Trading profit ncreased 4 5% to £323m

Trading gross profit
2009 2008 09v(8

£m £2m %
Trading gross profit 809 798 14
Trading gross margin % 304 306 0 2pp)
Trading gross margm
movement (bp}
Branded growth, product mix,
manufactunng efficiency and
procurement 140
Commodity costs, pncing
and promotions (160)
Total change (bp) (20)

Trading gross pofit 1s defined as gross profit before exceptional temsg

Trading gross profit ncreased by 1 4% to £809m
Input costs in some of our largest spend areas were

www premierfoods co uk

Case Study

Tight control and allocation
of scarce resources

In February 2009 we opened Premier Business Senvices (PBS),

our new Group-wide shared service centre in Manchester This
15 the next step N the integration of the many systems and
processes we have inhented following recent acquistions

We have now centralised 70% of the Group's total payroll
and have improved efficiencies by 35% whilst delivering
increased accuracy The PBS payroll team were also
wirnners of “The Payroll Team of The Year” award, at the
recognised industry annual awards run by Fay Magazine

Within Credit Management, the Grocery dmsion has been
fully integrated into SAP and the team have improved
collection efficiency by 9%

The centrahsation of financial operations, reporting and
analysis and accounts payabtle has been achieved against
a challenging time frame The centralisation of a number
of outstanding legacy systems has been achweved and
this 1s helping to dnive efficiencies whilst also shaping the
ntegration of the SAP common platform

An agenda of Group-wide process improvements and cost
reductions has been created for implernentation in 2010/11

Premier Foods ple Annual report and accounts 2003
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01 We buy 3,000 tonnes of UK Bramley apples each year for our Mr Kipling
apple ples

signdficantly higher in 2009 reflecting the weakness of
sterling and nses in vanous commodity markets which were
particularly severe in 2008 Commodities particularly affected
included beans, tomato paste, meat, glass and tinplate for
cans Some commodity costs began to level out i 2009

but the Group 1s still facing upward pressures N some
commodity categones and from weaker sterling

The Group generally expects the effects of nput cost
changes and resulting pncing changes to even out over

the long term However, there can be a delay, or stagger,
between nput costs changing and pncing in the market
changing to reflect them This can lead to volatidity in results
within any financial year In 2008, pricing was increased to
reflect the input costs but the effect of the negative stagger
together with the general increase in promotional activity In
the grocery market reduced Group gross margin

In Howvis, the largest commaodity cost is wheat Wheat
prices rose in 2007 and 2008 and then fell in 2009 A
similar stagger effect happens in Hovis as there 1s a delay
n customer prices and promotions absorbing the change
in commodity costs As a consequence, 2008 suffered a
negative effect and 2009 benefited Although the benefit
has been fully reflected in pricing, the stagger effect helped
Group gross margin for the year

In total, the combination of nput cost changes, promotional

activity and pricing reduced Group trading gross margin
by 160bp
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02 Sales of Hartley s increased 17% n the year helped by low calone jelly pots
and new Frupes — real fruit pieces in jelly

in 2009, the Group’s strategy of improving mix by growing
branded sales, of better procurement and of manufactunng
efficlency combined to add 140bp to Group trading gross
margin

The net effect of all these changes was a reduction of 20bp In
Group trading gross margin

Trading operating expenses

2009 2008 09v 08
£m £m %
Consumer and in-store
marketing (91) 82y (110
Distnbution (229) (227) 09
Support functions and
corporate costs (166) (180) 78
Trading operating expenses {486) (489) 086

Trading operatng expenses are defined as operating expenses before exceptional
terms, amortisation of inlangible assets the revaluation cf foreign exchanga and
ather dervative contracts under [AS 38 and pension credits or charges in relaton
to the difference between the expected resturn on pansion assets, administration
costs and interest costs on pension liabilities

The strategy s to grow our branded sales without growing
operating expenses In the year, trading operating expenses
fell by O 6% to £486m

Consumer and in-store marketing increased by 11 0% to
£91m to support the growth in branded sales We expect
marketing costs to continue to Increase as we refresh the
branded range
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Distnbution costs were up 0 9% to £229m Synergies and
effictencies were offset by inflalion and the nvestment in new
faciities to cater for greater volumes in Howis

Support funchions and corporate costs decreased by 7 8% to
£166m Pension current service costs reduced from £17min
2008 to £12m in 2009 as a result of changes in bond yields
and inflation assumptions We expect the charge to be around
£22m in 2010 Cther costs decreased by £7m helped by
lower borus costs

Dunng the year we continued to rall out our new SAP system
Over the next few years we intend to complete the transition
to SAP and to simphfy processes Qur aim s to reduce the
adminstrative costs over this penod

Other Financial Information

This section gives details of the Group's cash flow and its
main financial obligations In summary, the Group’s financial
position I1s stable and there 15 adequate cash flow to service
the cost of its financial obhgations and to reduce net detbst

Cash Flow

When the Group was acquinng businesses, cash generated
by the business was absorbed by the costs of ther acquisttion
and investing in therr ntegration and modernisation As

these costs draw to a close, the focus 1s to Improve cash
generation The cash flow in 2009 still reflects the previous
phase of integrations

2009 2008 09vO08

Exceptional items £m £m %

2009 2008 Trading profit 323 309 45

£m m Depreciation 52 51 20

Restructunng & investment (14) (27) Interest (152) (105) {448
Integration (29) {73) Tax 1 —

Impaimment of goodwili —_ (194) Pension (52) {41y {26 8)
Refinancing fees {17) 3 Regular capital expenditure (83) {83)

Exceptional items {60) (297) Working capital {29) (27) {74

Gash flow hefore
In 2009, £60m was categonsed as Exceptional tems non-recurring items 60 104 {42 3)

£14m was spent on restructunng and investment £11m of
this relates to Hows for improving quality and modermusing
facilities The remainder was incurred in Meat-free on
supply chain restructuring initiatives to address production
inefficiencies at our chilled facility in Methwold

Integration costs of £29m were incurred and this now
completes the projects to integrate the busnesses of RHM
and Campbell's

A further £17m of adwviser costs were incurred in connection
with the refinancing in March 2009

Up to 2009, the Group was incurnng matenal expense in
restructunng and investing in the business These items were
shown as Exceptional items and excluded from Trading profit
The bulk of the catch-up expense 18 now complete and the
amount of restructunng and invesiment 1s from 2010 likely to
be at a normal ongomng level which we would expect to be
around £10m to £15m per annum This will be included in
Trading profit from 2010 onwards

For 2010 comparative purposes, Trading profit for 2009 using
the new defintion was £309m being Trading profit of £323m
less £14m of restructunng and investment costs previously
categonsed as Exceptional tems

www premierfoods co uk

in the year, cash flow before non-recumng items was £60m
Within this, working capital grew £29m 1t 1s our intention to
reduce working capital in 2010

The combination of lower working caprtal outfiows and lower
costs of servicing financial abligations will leave sufficient cash
flow to ensure that headroom 1s maintained as the banking
faciity reduces by £100m in 2010

2009 2008 09vO8

£m £m %
Cash flow before
non-recurring items 60 104 (42 3)
Exceptional items (excluding
financing fees} (52) (122) 57 4
Integration caprtal expenditure {2) (78) 97 4
Operating cash flow 6 (96)
Dhsposal procesds 54 286 1077
Omdends — (55)
Net equity proceeds 380 —
Financing fees,discontinued
operations and other
non-cash items (38) (23) (852
Movement in net debt 402 (148)

The combination of exceptional items, disposals and
refinancing resulted in a net inflow of £342m leading to a
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reduction m net debt of £402m In 2010, there will be a
further cash outflow of around £9m relating to creditors and
provisions for exceptional items which were provided

in 2009

Financing
2009 2008 09v08
£m £m %
Gross debt 1,383 1,777 222
Deferred refinancing fees {18) (10) (80O)
Net debt — year end 1,365 1,767 228
Gross debt — average 1,617 1,877 139
EBITDA 375 360 42
Net debt/EBITDA 3 6x 4 9x 1 3x

In March 2009, the Group raised a gross £404m of addtional
equity and renegotiated its banking facility This facility is in
place until 2013 and 1s secured by fixed and floating charges
over all Group assets Total fees for the refinancing were
£70m and compnsed three elements Firstly, the equrty raising
incured adwiser and underwnting fees of £24m which were
deducted from share premuum Secondly, there were fees of
£26m payable to banks for the renegotiation of the banking
facilties, of which £3m was wntten off in the year and the
remaning £23m is being amortised over the Iife of the facility
Thurdly, there was a further £20m of adwiser fees related to the
refinancing which have been charged to profit and treated as
an exceptional tem Of these adwiser fees, £3m were incurred
in 2008 and £17m in 2009

The refinancing, togetber with a cash inflow from operations,
has reduced the Group's net borowings to £1,365m at the
end of 2009

32 Premuer Foods plc Annual report and accounts 2009

The key indicator of success In managing the Group's
finances 1s the average gross bomowings as this 1s the dnver
of the interest charge Working capital and borrowings are
seasonal so are better judged by averages Average gross
borrowings for 2009 adjusting for the penod before the
equity was raised were £1,561m it 1s our intention not only
to generate sufficient free cash each year to repay at least
£100m but also to reduce the average net debt

Financial mstruments
2009 2008 09v08
£m £m %
Nominal value of denvative
interest rate related financial
instruments 1,350 1,650 182

Mark to market on interest rate
denvatve financial Instruments (199) (237) 16 0

The Group has a number of denvative contracts which have
the effect of swapping floating interest payments on the bank
debt, which costs LIBOR plus 3%, into fixed rate obligations
The nominal value of these contracts at the end of 2009 was
£1,350m versus gross bomrowings of £1,383m The profile of
the denvative portfolio 1s, however, different from the profile
of the bank debt and 1s not an exact hedge and hedge
accounting 1S not applied

The mark to market s volatile depending on interest rate
expectations In the year, the negative mark to market value
of the financial nstruments fell by £38m as payments made
of £62m were partially offset by the effect of a decrease in the
short end of the nterest rate yield curve
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03 Sales of Brsto increased 2 1% 1o £96mn 2009

Interest

2009 2008 09vO08

£m £m %

Net debt interest {78) {137)
Secuntisation interest (2) {6)
Swap contract interest (62) 25
Amortisation and deferred fees (13) (8}
Net regular interest cost (155) (126) (230)
EBITDA 375 360 42
EBITDAVInterest 2 4x 2 9x {0 5%)

Net regular interest cost increased to £155m On a pro
forma basis, assuming the refinancing had been in place at
1 January 2008, the interest cost would have been £153m
The debt level and interest cost 1s manageabte with interest
costs covered 2 4 times by EB/TDA

Earmings per share
2009 2008 09v08

pence pence %
Basic — continuing
operations 19 {41 3)
Adjusted — continuing
operatons 58 144 {59 7)
Adjusted — pro forma 47

www premierfoods co uk

Basic earnings per share on a continuing basis were 1 9
pence versus a loss of 41 3 pence in 2008 Adjusted earnings
per share were 5 8 pence compared with 14 4 pence 1n 2008
The earnings per share on a pro forma basis for 2009 were

4 7 pence This uses the 2010 definition of Trading profit

and assumes that the refinancing and 1ssue of shares were
completed on 31 December 2008 The pro forma figure 1s
prowided to form the base for companson n 2010

Pensions

As part of its refinancing programme announced in March
2009, the Group has agreed with the pension fund trustees a
schedule of payments to reduce the deficit The schedule of
payments 15 agreed until 2014 Over this perod the Group will
make a total contnbution of around £200m towards reducing
the defict Total cash paud to the pension funds mcluding
deficit funding was £65m N 2009 and £61m in 2008 At the
end of 2009, the deficit was calculated to be £428m on an
IAS 18 basis which 1s equivalent to £310m net of deferred tax

The Group’s investment and lability management strategy

1S to reduce nsk and hence volatiity and the Group 1S 1IN
discussion with the trustees about the appropnate balance of
nisk and return and hence the appropnate future investment
strategy for the funds
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01 In March 2010 we launched a major TV ad campaign featunng Mrs Kipling
and a new range of individually wrapped cakes — Oatibakes

Pensions
31 Dec 31 Dec
2009 2008
£m £m
Liabilities (2,959) (2,540
Discount rate 58% 63%
Inflation rate 35% 28%
Assets
Equities 599 536
Bonds 395 301
Property 166 192
Absolute return and swaps 509 680
Cash & other 861 819
Total assets 2,530 2,528
Gross deficit (IAS 19) (429) 12
Deferred tax 119 1
Net deficit (IAS 19) (310) (11)

The Group's pension schemes have aggregate liabilities of
£2,959m and assets of £2,530m leaving a gross deficit of
£429m on an IAS 19 basis The deficit has increased from
£12min 2008 as a result of a fall In the discount rate used,
which 1s based on the AA bond vield, from 6 3% to 5 8%
and an increase In the inflation rate assumption from 2 8% to
35% As a consequence, the real interest rate assumed fell
from 3 5% to 2 3%
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02 We employ more than 16,000 people and operate from over 60 sites across
the UK and Ireland

The size of the reported deficit will continue to be volatile
based on movements in bond yields and retal pnce inflation
Each 0 1% decrease or increase in bond vields would
Increase or decrease the deficit by £52m Each 0 1% increase
or decrease in the assumed inflabion rate would increase

or decrease the deficit by £25m If the Group's assumption
an the mortality of its members was amended to assume

a change of one year, total labilities would change by
approximately 3 6%

The above combination of movements in bond yield discount
rate and inflation rates also caused the current service cost
charged to profit to fall from £17m in 2008 to £12m in 2009
The rates as at 31 December 2009 mean that it will ncrease
to around £22m in 2010

T

Jim Smart
Chief Financial Officer
9 March 2010
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Lowest cost
supply chain

Ashford dry food manufactunng facility

2009 saw the first year of full production at Ashford
following a major increase N manufactunng scale at
the site as part of the Group's Grocery supply chain
restructunng following the acquisitions of Campbell's
and RHM

The restructunng at Ashford has created a major dry food
manufactunng faciity The project mvolved the complete
refurbishment of a 12,500 m? building over three floors
and the transfer of Paxo stuffing from Wythenshaw,

Bisto powder from Middlewich, soups and curry from
Thurles in Ireland and McDougalls fiour based mixes and
faodservice products from Bnstol and Reading sites

In terms of scale, the project involved the recrutment

of 284 permanent and agency staff, the transfer of

14 production lines and five process mixers and the
purchase of one new producticn ine and process mixer
This led to an increase in dry food production at Ashford
of over 240% — from 14,000 tonnes per year from 125
products to 48,000 tonnes from 450 products
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RISK MANAGEMENT

Effective management of risk is critical to achieving the Group’s
strategic objectives, protecting our people and reputation and
creating sustainable shareholder value.

Risk management at Premier Foods

We recognise at Premier Foods that effectve nsk
management 15 an integral part of the overall achieverment
of the Company's strategic objectives We have established
a governance structure that 1s intended to support the early
identification and mitigation of key business nsks and this
has been strengthened over the course of 2009 as set out
below

Qur nsk management process compnses three main
elements

= A formal nsk structure underpinned by effective policies
* Bottom up risk reviews
* Top down nsk reviews

An overview of the nsk management process 1s provided
as follows

PLC BOARD
IDENTIFY AND MITIGATE
ASSESS AND MANAGE
* Bi-annual nsk review GROUP  AUDIT AND * Risk action plans
« Board oversight EXECUTIVE &"ﬁmﬁﬁs s Performance review
* Risk ownership * Governance framework
* RRG process
POLICY RISK
STEERING REVIEW
GROUP GROUP

GROUP RUNCTIONS AND DIVISIONAL EXECUTIVES

BUSINESS OPERATIONS

EMBED AND MONITOR
* Dimsional and functional nsk registers
* Internal control self assessment
* Policies and procedures
+ Organisational design
* Project governance
+ Assurance

36 Premier Foods plc Annual report and accounts 2009
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The Board has uttimate responsibility for ensunng that
business nsks are effectively managed The Board has
considered and approved the nsk management policy and nsk
appetite of the Company and has delegated the regular review
of the nsk managsment process to the Audit Committee to
ensure comphance with the requirements of the 2005 Turnbull
Guidance on internal control and nsk management The Audit
Committee also receives regular reports from the internal

and external auditors and monitors progress aganst agreed
action plans ansing from control reviews It also reviews the
results of the Internal Control Self Assessment process which
15 conducted annually across the business Details of this
process are included in the section on corporate governance

During 2009 a new Finance Committee was established,
under the charmanship of David Beever, non-executive
director The Committee includes as members the Company
Chairman and two further non-executive directors, lan
McHou! and Charles Mitier Smith, and, in addrion, the Chief
Executive, Chief Financial Officer and Group Treasurer and
has as part of its terms of reference the consideration of
finrancial and financing nsks Further details of the Board

and its Committees are included in the section on corporate
governance

A Palicy Steenng Group has been established under the
charmanship of Suzanne Wise, General Counsel & Company
Secretary The Group, which meets quarterly and includes

as members the Group Procurement Director, Director of
Technical and Head of Risk and Corporate Responsibility,
considers the effective iImplementation of corporate policies
taking account of changes in regulation and other business
nsks Day-to-day nsk management 1s the responsibility of
business management as part of therr everyday business
pracesses and 18 encompassed within the Company's policies
and procedures to ensure that it 1s fully embedded There i1s

a structured business review process that operates across

all dmisions and this, along with the corporate governance
framework as defined by the Board and Committee structure,
underpins the ongoing management of nsk

Each dvision and Group function 1s also required to maintain
a nsk register which includes the key nsks that have been
dentified, their potential impact and probability of occurrence,
the nsk owner, action and action owner along with timescales

www premierfoods co uk

for effective miigation Every six months the nsk register 1s
submitted to the Risk Review Group for review

The Risk Review Group, 1s chaired by Suzanne Wise and
meets quarterty The Group, which includes the Chief Financial
Officer, Group Operations Director, Group Procurement
Director, Chief Operating Officer Howis and Chilled, Managing
Director Grocery Division, Group Treasurer, Group Head of
Operational Excelience and Head of Risk and Corporate
Responsibility, performs the following activities

* Reviewing the effectiveness of the nsk management
process and making recommendations to the Audtt
Committee, as appropnate

* Discussing emerging nsks and their potential impact on the
Company, for onward review with the Group Executive

« Receiving presentations from management and providing
challenge n relation to nsk management actions and their
effective iImplementation

Every six months the Group Executive reviews the corporate
risk register and assesses progress on the implementation
of mitigation strategies along with consideration of new and
emerging nsks

The results of each Group Executive nsk review are presented
to the Board for consideration Additionally dunng 2009,

a separate nsk session was held with the non-executive
directors without the presence of management The purpose
of this session was to provide additional challenge to the
internal nsk process by considening nsk in its widest context,
in particular taking account of the following

¢ The world In which we operate
s Our marketplace
* Premier specific nsks

The results of the discussion were presented, by the
Charman, to the Group Executive and formed part of the
overall process for reviewing the corporate nsk register at the
end of the financial year Following the success of this process
it 1s intended that it will be adopted on an annual basis going
forward
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Risk management and risk factors contned

Risk Factors

Through its normat business operations, Premier 1s exposed to a number of nsks, factors and market trends which
could impact on the results of the Group These may be common to the food industry generally or relate specifically
to the Company The key factors identified by the Board are highlighted below together with the relevant managemant
responses which are designed, where possible, to help miigate the potential mpact on the business

Risk area and potential impact
INDUSTRY RISKS AND TRENDS

Management response

Raw materials

The Group purchases a significant amount of raw matenals
each year In recent years there has been a significant
ncrease In the cost of raw matenals and other input costs
such as utiities Any mability or delay in passing on Increases
in raw matenal costs to our customers or to source raw
matenals of an acceptable type or quahty could adversely
affect the results of the Group

Premier has a centralised Procurement function with a global
sourcing strategy We are a significant purchaser of raw
matenals in the UK which assists us in negotiating better
terms and lower per unit costs We are able to source goods
from around the world and develop strong relationships

with our key supphers To date we have a strong record of
successfully recovenng mput cost Increases

Compeshtion

There s strong competrion between manufacturers in the
grocery business The market 1s sérved by a number of
well-established companies that operate on both a national
and ntemational basis within single or muttiple product
categones We face competition at a category level from these
companies on both branded and unbranded products Our
ability to compete effectively requires us to be successful In
the sales and marketing of our existing products, new product
development and inncovation, in addition to operating efficient
and effectve manufactunng and procurement processes

Premier 1s the largest food producer in the UK Qur business
modst 1s to use this scale to drnve competitive advantage
Cur focus on the UK and the range of categcnes we operate
N also give us a deep insight Into consumer trends in focd
Cur scale allows us to procure more effectively and the
consohdation of our asset base helps to dnve efficiency

Economy

Our business could be adversely affected by general
business conditions and a worsening of the economy both
generally and in the UK and Ireland Factors such as taxation,
interest rates, inflation, the avalability and cost of credit, and
the liquidity of the global financial markets could significantly
affect the activity level of customers A continued economic
downturn may lead to a decline in the volume of sales of
premium brands, and may Increase promotional pressure

In addition 1t may also lead to anincrease in ndustnal action
within the food industry and more generally

Whilst general economic conditions are outside of the
Company’s control we believe that our portfolio of staple
food preducts and popular brands should continue to prove
resiient in the current difficult economic environment Premier
has a good track record of ndustnal relations and continues
to work with employees and ther representatives o mitigate
the nsk of any industnal action

Customers

Our abilty to compete in the retall food industry and the
results of our operations could be adversely affected if the
conceniration and buying power of grocery retallers increases
The strangth of the major muttiple retallers’ bargamming

position gives thermn significant leverage over ther suppliers in
dictating pncing, product specrication and the level of supplier
participation In promotional campaigns and offers

Cur size and scale coupled with our focus on the UK enable
us to work with customers to provide consumers with more
choice and convenience and to coordinate activity to dnve
volume
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Risk area and potential mpact

Management response

INDUSTRY RISKS AND TRENDS

Consumer preferences

There are a number of trends in consumer preferences which
mpact on Premier and the industry as a whole These include,
amongst others, dietary concerns and fashions and changes
n preference for fresh and chilled foods, ready prepared foods
and organic foods Furthermone, concerns as to the nutntional
value of certain foods increasingly resutts n food rmanufacturers
treing encouraged to produce products with reduced levels

of salt, sugar and fat and to elminate trans-fatty acids from

the ingrecients used These trends may reduce demand for
certan of our products and providing or developing modified or
alternatve products may ncrease our costs

We recognise that consumers are at the heart of what we do
We have a Consumer Insight team whose role s to monitor
and understand the current trends within the categones

that we operate They alsc help identify opportunities for

our brands to expand into new categones or by making our
preducts more relevant to more eating occasions

In addition, we have a cross-functional steenng committee
responsible for monitonng and responding to autntion and
ingredient issues and reviewing our products aganst relevant
external benchmarks

Regulation

As a manufacturer of products ntended for human
consumption, we are subject to extensive UK and EU
legrslation and regulation in respect to product composition,
manufacturing, storags, handling, packaging, labeling,
advertising and the safety of our products, the health, safety
and working conditions of employees, pensions, and our
competitive and marketplace conduct Failure to comply with
regulations or the introduction of new regulatory requirements
may affect our business operations and have an adverse
effect on our results

Premter 1s committed to complying with all its statutory

and regulatory obligations and to managing s business n
a socially responsible manner Food quality and safety 1s
embedded in the Quality Management System we operate
at each stte and is the subyject of ndependant monitonng
Performance i the areas of food safety and health & safety
are closely monttored and reported to and reviewed by the
Group Executive and Board on a regular basis

OPERATIONAL RISKS AND TRENDS

Supplers

We are dependent on the prowision of products from key
suppliers A loss of these suppliers could cause short-term
disruption to the operational abilty of the Group

Cur procurement team reviews and monrtors suppliers by
category as part of its nsk assessment process Risk can

be measured across a number of factors including the total
size and avalatxlity of the supply, whether we are dependent
upecn a sole suppher, whether the suppler 1s In finanoal
difficulhes Where necessary contingency plans are put in
place and the siuation monitored

Seasonality

Consumer demand for convenience foods tends to be higher
in colder months of the year Sales of certan of our products
may therefore be affected by unseasonable weather
conditions Also certain of our products see increased sales
dunng the pre-Chnstmas penrod and this has an impact on
working capital as production is higher and stock levels build
in the run-up to this penod

Management plans for changes in seasonal demand for its
products and where possible bullds contingency around
changes in sgasonalty

www premierfoods co uk
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Risk management and risk factors continued

Pisk area and potential impact

Management response

OPERATIONAL RISKS AND TRENDS

Licences and intellectual property

Whilst the majornty of the intellectual property used in our
business 15 owned, we have entered intc medium to long-
term licensing arrangements for the use of certain brands
These agreements and hcences under which we produce
certain of our branded products will expire and may not be
renewable on terms acceptabte to us or at all The failure to
renew one or more of our licences could have an adverse
effect on the results of our operations

Prermier develops long-term and fasting retationships with the
owners of licensed brands We also recognise that our own
intellectual property 1s one of our most Important assets and
in order to maintain and increase the valus of these assets,
we actively manage our brand portfolio We ensure that our
trade marks are registered in the junsdictions where our
products are marketed

Brand management

We are dependent on the successful management of our

key brands Most of our key brands have been marketed

for several decades Our marketing teams must continue to
support 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 consumer preferences and develop new products
In response to these changes If we are not successful in our
brand management sfforts, the results of our operations and
our profitability could be matenally adversely affected

Premier has a strong track record of brand rejuvenation and
innovation We believe that branded sales growth can be
achieved through product mnovation and qualty, though
stretching our brands into new categones and by increasing
the frequency of purchase by making our products more
relevant to more eating occasions

Damage to sites and IT systems

Certain of our manufacturning sites are at a statistical nsk of
suffering damage frormn floods or fire, given the flammable
nature of flour and the frying and baking actmties camed
out at several such sites We are also exposed 1o losses
from inadequate or faled internal information technology
processes and systems

Fire and flood nsks are monitored closely under health &
safety and reported to and reviewed by the Group Executive
and Board on a regular basis Business continurty and
disaster recovery plans are in place across the Group We
also have In place a Group insurance policy which covers

all sites

Product quahty and safety

QOur products are subject to a number of supply and
manufactunng processes A falure to control the guality of
these processes, or the occurrence of some external event
{e g third party contamunation) may result in remedial action
such as product recalls which could result in damage to our
brands’ reputation

The Company takes product quality very senously and has
ngorous quality assurance processes in place to minimise
any potential nsk
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Risk area and potential impact

FINANCIAL RISKS AND TRENDS

Management response

Leverage and liquidity

Our substantial leverage could adversely affect our financial
well-being There 1s a nsk that a greater leve! of cash flow than
anticipated may be required to senvce our debt (for example,
due to a nse in Interest rates) or that our debt level may Imit
our ability to react to changing market conditions There is

a nsk that in certain circumstances, we may be unable to
replace exsting faciies when they come up for renewal

The Board has now completed its review of the Group’s
caprtal structure and announced in March 2009 an

equity issue, which we believe, combined with amended
banking factites and an agreed schedule of pension
defictt contnbubons, has enabled us to put in place a more
appropnate capital structure for the Group and in turn,
provide a solid platform for future development

The Board and Finance Commuttes closely monitors the
Group's lave! of debt and hquidity to ensure that it meets s
covenant reguirements and also has sufficient working caprtal

We seek to mitigate the effect of movements in interest rates
by entenng into interest rate swaps that reduce our level of
exposure to floating rates in relation to the debt portfolio of
the Group

Interest rates swaps

As set out above we enter Into interest rate swaps Thereis a
nsk that we will not be able to replace the interest rate swaps
and other financia! denvatives on favourable terms when they
exprre, or at all The terms and conditions of some of our swaps
result in a nse in the Group’s nterest cost as interest rates fall

In addiion 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 swap s terminated, we
could be lable to make a payment to the counterparty based
on the mark to market value of the swap at such tme  Any such
payment may be a matenal cost and have a matenal adverse
effect on our liquidity and the results of our operations

The Group's policy 1$ to have interest rate hedging in place
for the majonty of its borrowing interest rate exposure 1s
actively monitored by the Board and the Finance Committee

Currency exchange fluctuations

We source raw matenals from countnes around the world
and export our products to vanous countnes Therefore, our
financial posttion and the results of our operations are subject
to cumrency transaction nsk pnmanly aganst the US dollar,
euro and Swedish krona We generate some of our profits

In non-sterling currencies and have assets m non-stering
junsdictions, pnncipally the euro

Exchange rate exposure i1s reviewed by the Board and the
Finance Committee The translaton exposure resulting from
euro-denominated profits and overseas net assets 1s hedged
We review the commercial position of the business and
selectively enter into forward currency contracts to hedge
against our exposure to foreign currency exchange rate
fluctuations in the purchase of raw matenals and 1n our export
business This hedging helps to reduce our exposure to short-
termn volatility in exchange rates

Pension schemes

We have defined benefit pension plans that are currently

in deficit {on an actuanal basis} Valuations of all defined
henefit plans are dependent upon market conditions and the
actuanal methods and assumptions (including assumptions
as to mortality), and we may be required to pay increased
pension contnbutions which may have an adverse effect on
our financial condition

The Board and the Finance Commuttee regularly reviews
the value of assets and habilities under the Group’s penston
schemes as well as the potenbal impact of changes in
actuanal assumptions

www premierfoods ¢o uk
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People at Premier

PEOPLE

AT PREMIER FOODS

“The success that we have experienced in recent years is

in no small way attributable to the people who work within
our business, and their ability to deal with significant change
whilst at the same time, delivering against challenging

commercial objectives.”

Premier Foods 1s ong of the largest employers tin the UK food
industry and as such we understand the need to treat our
employees faty, with respect, and gwve them opportunities to
grow and develop

Since the acquisttions of Campbell’s and RHM, we have
intiated a number of significant programmes to dnve the
development of our people practices

Leading Premier Foods to a Great Future

Helping our people to deliver our plans and objectives 1s a
major responsibility for all our leaders across the business
Therefore, to support our leaders we have developed the
“Premier Way” which highlights what we believe leadership 1s
about at Premier Foods

We bebeve leadership is about

¢ Being passionate

¢ Delivenng on our commitments and accountabilibes
* Empowenng and developing our people

* Doing the nght thing

* Focusing on our customers and consumers

s Stnving to be the best

In 2010 we will embed the “Premier Way” framewaork
throughout the business This will have many benefits and will
uttimately support the delivery of our viston and strategy

Our rewards and benefits

Premier Foods prides itseff on being a far and equitable
employer All of our people are entitled to join the Company
Pension Scheme, benefit frorm Company sick pay

42 Premier Foods ple Annual report and accounts 2009

arrangements, and good annual leave entitlement However,
in addition there are benefits such as childcare vouchers,

an Employee Assistance Programme, and an empioyee
sharesave scheme, which allows employees to save over

a three year penod to purchase shares in the Company at

a discounted rate Around 30% of our employees take the
opportunity to participate in our sharesave scheme

Development and traimng

We are committed to providing high qualty training and
development mitiatives to ensure we are equipped to deliver
excellence in all we do We prowide traning and development
solutions through which all employees can maxinuse the
contnbution they can make to the development of the business
and the achievement of personal goals

Career progression

Premier actively encourages development from within Qur new
talent identification and succession planning process 1S now
becoming embedded across the business and our intention

15 to ensure we develop our nternal pool of talent so we can
resource rofes interally in the majonty of cases

However, to anhicipate future requirements we will look to bnng
the nght people Nto the business to satisfy cur anticipated
growth As an example, in 2009 we launched our first Finance
Graduate Programme, aimed at gnng us a pipeline of talented
finance professionals for the future
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01 Mr Kiphng cake factory, Cartton

Employee Assistance Programme

In October 2009, we launched a brand new service for all our
employees The Employee Assistance Programme (EAP) 1s

a free, confidental, telephone and online counselling service
for all employees which 1s avalable 24 hours a day, 7 days a
week, across the entre year EAP provides Ife coaching and
personal development advice, counsel on issues such as debt
management, tax matters and health 1ssues

Premier Foods sees this as a valuable free service We want to
support our employees and recognise that expert advice at a
difficult ime can make all the difference

Occupational Health & Well-being
Cceupational Health & Well-being provides professional,
speciahst health advice to employees on the following 1ssues
* The effects of work on health and of health on work
* Ways to improve physical and psychological

well-being wathin the workplace
+ Strategies to prevent llness and injury ansing from

work activity

Premier Foods encourages employees to discuss any problems
they are having at work with their ine manager Our in-house
Occupational Health & Wellbeing Advisers will put forward
proposals to management if they feel that any adjustments to
work need 1o be considered

www premierfoods co uk

02 Hows Bread Bakery, Enth

Employee Recogmtion Awards

In 2008, we launched our first ever "Employee Recognition
Awards” which 1s amed at recognising and rewarding
employees who have “gone the extra mile”

The awards proved that we have no shortage of people and
teams with skill, dedication and creativity We received over
100 entries from across the business and the winners were
announced by Robert Schofield at an awards ceremony in
June 2009

The Grand Pnx Award went to the Hows team for therr
successfut relaunch of the Hovis brand with a campaign that
included the “Go on Lad™ TV advert as well as new recipes,
new pack design, new press, TV and online advertising, a
new consumer and trade PR campaign, new truck graphics
and communication with custorners and employees — all
pulled off n just four monthst

The indmidual award went to Steve Finn, Plant Manager at
Belasis, whose process innovation led to a 25% incraase

in productvity from the Belasis fermenters, which provide
mycoprotein paste, the main ingredient in all Quorn products

The Employee Recogrition Awards were run agan in 2009
and winners will be announced Jater this year
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Corporate social responsibility

Energy

Carbon

-5.2%

Reduction of energy consumption kWh/tonne)

2009 target of -5% exceeded

-(.1%

Reduction of Carbon (CO,e) enussions (kg/tonne)
2009 target of -5% exceeded

Waste

Packaging

-37. 7%

Reduction of waste to landfill (kg/tonne)

2009 target of -20% exceeded

-2.0%

Reduction in packaging weight (kg/tonne)
2009 target of -2% achieved

Transport

Water

-3.5%

Reduction of delivery mileage (miles/tonne)
2009 target of -5% part achieved

-6.1%

Reduction of water usage (mé/tonne)

20009 target of -3% exceeded

Note Al targets were aganst a 2008 baseline and wera relatve to tonnes of product manufactured n 2009
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OUR

RESPONSIBILITIES

Doing the right thing ...

We place a high value on the labour, ingredients and natural
resources used in the manufacture of our products. We believe
that practising good environmental and social stewardship and
running an efficient and successful business are complementary.

In 2009 we set out six key envircnmenta! targets (set out In
the table opposite) which are algned to our am of reducing
waste and increasing efficiency Dunng the year we made
excellent progress across the range of targets with five of the
siX targets etther achieved or excesded

We are proud of our support for UK farmers particularly withirn
the arable, meat and dairy sectors This commitment has
been further strengthened by our annocuncement that we will
source 100% British wheat across the entire Howvis range

n 2010

Other achievements of note 1s our move to sourcing 100%
certified sustanable Paim Qil through the GreenPalm
Certification Scheme and the £205,000 raised by staff in 2009
for our corporate chanty “Cancer Research UK"

We have set out the four core areas that we focus on as part
of our Corporate Social Responsibility {CSR) initiatives

s Marketplace
« Environment
* Workplace

« Community

An overview of these four areas 1s set out in this report
together with our key aims and objectives for 2010

In addition, for the first time we have produced a dedicated
CSR report Copies of this report and further details of the
progress we are making in this important area can be found
on our website www premierfoods co uk

www premierfoods co uk

Case Study
Empowered people in a
capable organisation

Food Manufactuning Excellence Awards

In November 2009 Premier recerved two major awards
at the Food Manufactunng Excellence Awards which
recogrnises the best food and dnnk manufacturers and
therr employees

Premier was named as the winner of the Judges Special
Award for the successful completion of the Group's
operational restructunng following the acquisitions of
Campbell's and RHM The project, which demonstrated
excellent cross functional communicaton and ¢o-
cperation, saw the Group’s operating footpnnt reduced
from 21 sites to 12 This resuited in the investment n 5
core manufactunng sites and the closure of 9 factones,
all achieved in 12 months

In addition Martyna Zelazek, a senior operator at our
Methwold factory, won the Apprenticesps Award
Since completing her apprenticeship last year, Martyna
has been promoted to team leader and now nins a
producton line of 28 people producing Quorn and
Cauldron products
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Corporate social responsibility continued

MARKETPLACE

Our overall marketplace objective 1s to balance our
responsiveness to consumer demands with a
responsible and ethical approach to sourcing
Underpinning our approach are the many cases of
strong partnerships we have formed with our UK food
producers combined with our focus on the health and
nutntton agenda

Our ams

We believe that food must be affordable to the consumer
whilst enabling our food producers to generate sufficient
profits to enable investment and productimty improvements
to dnve sustainable and secure food sourcing Product
labelling 1s also important becauss it allows consumers to
make nformed choces Our responsible marketing intiatives
are comphant with both mandatory and voluntary codes of
practice as set out by Ofcorm and BCAP including rules for
responsible advertising to children

Link to performance

QOur investment in our sourcing arrangements enables us to
manage our cost base This ensures quality products that
our consumers conbinue to love and that continue to support
our proud iconic brand hentage Informed labeling protocols
and responsible marketing enables our consumers to make
good choices that attract them to our well-known and well-
loved brands

Leadership

Qur comrmitment to sourcing 100% wheat from UK wheat
fields for use in our Hovis range directly contnbutes an
additional £18m hack into the UK economy

We are actively involved in many industry groups and

working bodies including the Food and Dnnk Federation,
the Institute of Grocery Distnbution as well as research

Our key aims

Health and Nutnition

UK Agniculture
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arganizations such as the Leatherhead Food Research and
Campden BRI

Premier Foods believes that labelling should clearty
communicate the nutntional content of products to allow for
informed decisions by consumers to encourage balanced diets
Wherever feasible, Premier Foods' brands voluntanly provide
nutrition labeling on energy, proten, carbohydrate, sugars, fat,
saturated fat, fibre and sodium in a simple tabular format

Addritionally, all Premier Foods® brands {excluding foodservice)
are worlang towards displaying, on the front of pack, the
percentage of the Guideline Daly Amounts (GDAs) a serving
provides for, energy, sugar, fat, saturated fat and salt equivalent

Our key deliverables in 2010

To meet, or exceed, the voluntary Food Standards Agency’s (FSA)
“2010 Salt Reduction Target”

To seek to ncrease GDA's on front of pack 1o 75% of our branded
products

To review 100% of our branded products against our intemal Heatth
and Nutriion guidehnes

To source 100% British wheat across the entire Hovis range in 2010

Stock code PFD




ENVIRONMENT

Our environmental objectives orchestrated through our

Five Star Environmental Award Programme (FSEAP) focus
on a number of areas underpinned by the chimate change

agenda and include energy use, waste management,
water use and conservation, transport management,
packaging reduction and involvement in a consumer
education campaign to reduce food waste.

Our aims

The FSEAP aims to raise the profile of environmental
managernent within the Group and improve environmental
performance throughout the Group, as part of our desire to
promote good business practice

Link to performance

Tangble benefits of the programme include cost and nsk
reduction, the identification and dissemination of best practice,
actve engagement of local managers and employees and

the fostenng of posrtive relationships with local communihies
Cverall, our award programme assists in enhancing our
comorate and brand reputation, and forms an integral elerment
of successfully managing our brand portfolio

Premier Foods were delighted to be presented with an award
at the 2009 Food and Dnnks Federation (FDF} Community
Partnership Awards Ceremony in the “Environment Business

R R T}

The Five Star Environmental
Award programme

Compatible with ISO 14001, our FSEAP was developed
internally to address the specific needs of our business
It prowides the framework through which environmental
performance improvement 1s encouraged, delivered
and managed within Premier Foods

" srasarear as s . .

.s . s aaaa s b orbas s s

Our key aims
Energy consumption and efficiency
Carbon (CO,e) emissions
Transport and logistics
Water consumption and efficiency

Waste management and recycling

www premeerfoods co uk

Intiatves™ category In recognition of cur approach to
environmental management across the Group

Leadership

Our sall doctors work extensively with our fanmers to advise on
how to get the best from therr land, a resource that farmers find
invaluable and more cost-effective than doing t on their own

The water recycling plant nstalled at our Leng Sutton factory
saved over 175 mullion litres of water, equivalent to 19% of
water supphed dunng 2009

As one of the onginal signatones 1o the FDF's Transport
Efficient Commitment we have been active in achieving “fewer
and friendher” food transport miles, helping to contribute to an
absolute targst for the focd chain to reduce its environmental
and social Impacts by 20% by 2012, relative to 2002

Did you know?

An estimated 8 3 mullion tonnes of household food waste 1s
produced sach year within the UK, most of which could have
been eaten To find out more about what we are doing to
help consumers make a difference wisit our “Love Food, Hate
Waste” campargn featured on our website

Qur key deliverables in 2010

To reduce energy ¢consumption by 3% from a 2009 baseline year
To reduce Carbon (CO,¢} erissions by 3% from a 2009 basehlne year

To reduce delivery miles travelled by 5% from a 2009 baseline year

To reduce water usage m production by 2 5% from a 2009
baseline year

To reduce waste sent 1o landfill by 20% from a 2009 baseline year

Premier Foods pic Annual report and accounts 2009 47
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WORKPLACE

Premier Foods 1s one of the largest employers in the UK
food industry As a major employer we understand the
need to treat all our employees fairly and with respect,
ensunng they all have the opportunity to grow and
develop

Our aims

Premier Foods 1s all about iconic Bntish brands but we are
also about great people who are given great opportunities to
shine

Link to performance

Premier Foods Is on an exciting journgy and we want to be
the best employer in UK food manufactunng We have great
plans for the business and we recognise that our pecple are
the key to our ability to successfully deliver on those plans
To support our leaders we have developed the “Premier
Way” which highlights what we believe leadership i1s about at
Premier Foods The “Premier Way™ will have many benefits
and will ulhmately support the delivery of our vision and

strategy

Leadership

Qver the past twelve months we have rolled out a full-scale
occupational health programme that 1s available to all our
employees to help meet their ongoing and future health
needs

In 2010, our dedicated Occupational Health practitioners will
carry out the two key Group-wide health promotion activities,
*Slip-Slop-Slap” will encourage employees to “sip on a shirt,
slop on sunscreen, and slap on a hat” when they go out into
the sun, in order to protect themselves against an ncreased
nsk of skin cancer

A second promotion will raise awareness to alcohol which
will offer advice on the health benefits and nsks associated
with dnnking alcohol

Our key aims

Health and Safety

Our People

Occupational Health
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Health & Safety

Our Workplace Health and Safety Cerporate Plan sets out a
range of strategic iIntiatives and leading and lagging indicators
which dnve the ongoing improvement in our health and

safety performance In 2009 we achieved a 35% year on year
mprovement in a RIDDOR rate of O 26 reportable accidents
per 100,000 hours worked

Other plans in 2010 include

= To camy out occupational health traning workshops for our
HR department

« To undertake occupational heafth traning for cur factory
supervisors and line managers

= To deliver management guidance on the use of the new UK
Government “Fit Note” scheme

Our key deliverables in 2010

To achieve a Group RIDDOR rate of 0 23 of Reportable Accidents
per 100,000 hours worked in 2010

To embed the *Premier Way" leadership framework throughout
the busmness

To embed the “talent identification and succession planning process”™

To complete a Group-wide cccupational health survelllance
pregramme

To undertake Group-wide workplace health screenming programme
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COMMUNITY

Charitable
giving

In 2008, our employees ran,
walked, cycled and even
“paddled their way” {o raise
£194,000 in support of our

corporate chartty “Cancer
Research UK" (CRUK)

--------------------------

. e e . R TR R RN RN TN W

Our aims

Our community and chantable efforts share common trats
including celebrating all that 1s good about being “British”,
capable of “National Reach” and focused on “Service Provision”
— these are key factors that we look for when identrfying wihich
community and chartable initiatives to support

Link to performance

Chantable and community involvement provides Premier
Foods with the opportumty to give something back and say
thank you for the contnbution that local communities make
to the Group's success, whether as our consumers, our
producers, our workforce or our neighbours

Leadership

At the October meeting of the CSR Steenng Group, charred by
Robert Schofield our Chief Executive, it was decided to extend
our partnership with CRUK up until the end of 2010, and to
increase our fundraising target accordingly to £300,000

Whilst cur employees have really got behind fundrasing for
our corporate chanty, the question we asked was “how do we

Our key aims

Chantable giving

www premierfoods co uk

encourage and motivate employees to continue therr fundraising
actvities in order to meet this new and challenging target?”

It was agreed that the serior management team would nse
to a “Directors Challenge”, and lead from the front, n order to
keep up the momentum and show therr personal support and
commitment for our corporate charity

Did you know?

We not only provide essential store cupboeard herces for

our consumers we also help develop and support local
community heroes Durnng the vear a community involvement
project was undertaken by a team of 60 employees from
Premier Foods head office, based in St Albans The Jubilee
Community Centre Project provides a venue for local residents
to hold events, take part in achvities and receive advice and
gurdance from local community groups

Fundraising lighhghts from 2009

All Premier Foods sites, up and down the UK, have been
getting involved and raising vital funds for our corporate
chanty "Cancer Research UK” managing to raise an amazing
£194,000 in 2009

Fund raising events included Brookes Avana in Wales
raised £2,500 through “Wear It Pink” actmities, Branston In
Lincolnshire raised £370 with a factory “Fun Day”, Ambrosia
in Devon held a golf tournament which raised £645, and
Corporate staff in St Albans raised over £1,000 with a “Get
Pampered" event

Finally, the ladies at Premier Foods donned therr trainers

and took part in numerous “Race for Life” events, raising an
astonishing £15,000 for Cancer Research UK Our people are
truly amazing

Our key deliverables in 2010

To raise £300k for our corporate partner “Cancer Research UK” by the
time our partnership comes to an end in December 2010

To support the Royal British Legion’s 2010 “Poppy Appeal” at all
our sites

To ensure that a minimum of 20% of our manufactunng, distnbution
and head office sites complete a local community project in 2010

To support the redistribution of "aged stock” to those in social need
within the UK and abroad in 2010
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Board of directors

Senior management

50 Premier Foods plc Annual report and accounts 2009

Stock code PFD



EXECUTIVE DIRECTORS

1 Robert Schofield™, Aged 58

Chist Executve

Robert Schofield joned the Group in 2001 taking
responsibility for ts branded busness He was
appointed Chief Executive in January 2002

Wr Schofield has extensive manufactunng and
operational expenence ganad at Urted Biscuns plc
whare he uttrnatety served as Managing Director of
Urrted Biscurts LK, directing both the McVites and
KP Foods businesses

NON-EXECUTIVE DIRECTORS

4 Dawvid Kappler, Aged 62

Chairman

Dawd Kappler joined the Group on flotation n

2004 as Charmman Mr Kappler 1s cumently the
Deputy Chaimman  semor independent director and
Chairman of the Audit and Nominaton Cormmerttess
at Shire plc and senior independent director and
Chairman of the Audit Com mutiee at Imercontinental
Hotels Group pic Pnor to this he was Finance
Director of Cadbury Schweppes plc non-executive
director and latterty Chairman of HMV plc and a
non-axecutive director of Camelot ple

7 Louise Makmn, Aged 49

Non-executive director

Lousa Makin joined the Group in 2006 She ts
cumently Chief Executva Officer of BTG plc a
growing lIifg sciences company focused on the
davelopment and commaerciakisatien of speciality
pharmaceuticals Prior to that she was President,
Biopharmaceauticals Eurcpe of Baxter Healthcare,
responsible for Europe, Afnca and the Middle East
In 2000 Louise Makin poined Baxter Healthcare as
Vice-President Strategy & Business Development
Europe Before joing Baxter she was Dwector of
Global Cerarmics at Enghsh China Clay and pnor
to that she held a vanety of roles at IC] between
1985 and 1998 Dr Makun holds an MA in Natural
Sciences and a PhD in Metallurgy from the
University of Cambndge and an MBA

2 Jim Smart™, Aged 50

Chusf Financial Officer

Jim Smart jomed the Group n Cctober 2009 as
Chef Financial Officer Pnor to his appontment he
served as Chief Financiat Officer of Fnends Prowident
plc and was a non executive diractor of F&C Asset
Managament plc Formerly he was Chuef Financial
Ofificer of Boots Group plc having joined the
company N 2003 as Group Fnancial Controller Mr
Smart 15 a Certified Accountant

5 Dawvid Felwick CBE, Aged 65

Senior independent director

Dawd Febwck joined the Group on flotation in 2004
Mr Febnck 1s cumently Chairman of Product of the
Year Lid Pnor 1o this he was Deputy Chatrman of
the John Lewns Partnership and Managing Director
of Waitrose His premous appointments mnclude
Chasrman of the Brtish Retal Gonsortium and
Leckiond Estate Limited and non-axecutive director
of Dairy Farmers of Bntain

8 Dawvid Beever, Aged 68

Non-executve drector

Dawd Beever joined the Group n January 2008 He
was previolisty Charrman of London and Continental
Raiways plc and International Charman of KPMG
Corporate Finance He spent most of his career

at SG Warburg & Co Ltd whera he was Vice-
Chaiman He has been a non executive director of
a number of hsted comparkes including the Paragon
Group of Companies plc Volex Group plc and

LB Sports pic

3 Tirn Kelly™, Aged 52

Chief Operating Officer,

Howvis and Chilled

Tim Kelly was appomted as a cirector in June

2008 Mr Kelly joned Prermier Foods in March 2007
folowing the Company's acquisition of RHM where
he was Chigl Operating Officer, Cakes & Custormer
Partnershups In December 2007 he assumed
additional responsibifity for the Group's Baking

and Miling businesses Pnor 10 that Mr Kelly was
with Constellation Brands where he was the Chaef
Operatng Officer, Intermational He previously held
sanior marketing roles at Diageo and Coca-Cola
Schweppes Beverages

€ lan McHoul, Aged 50

Non-gxecutive director

lan McHoul jomned the Group on flotation in 2004
He 13 also Chief Financial Officer of AMEC plc Until
Apnl 2008 Mr McHoul was the Group Finance
Dwrector of Scottsh & Newcastle pic He was
premously the Finance and Strategy Dyector of the
Inntreprenewr Pub Company Limited and pror t©
that spent ten years with Courage Limited and s
parent company Fosters Brewing Group n a vanety
of roles Mr McHoul is a Chartered Accountant

9 Charles Miller Smith, Aged 70

Non-executive drector

Charles Miler Smith joined the Group in June
2009 He 1s a servor adwviser to Warburg Pincus
Intematorial LLC, Deutsche Bank (RREEF
Infrastructure) and a senior adviser to Detence
Strategy & Solutions In 2008 he became a
mermber of the International adwsery counc for
Prnncipal Financial in the USA He was recently

an intemational advser at Goldman Sachs and a
director of HSBC Holdings PLC Mr Miller Smith
was at Urelever for 30 years, culmmating in his
apportment as Director of Finance and a director
of Undever foods He also served as Chief Executve
and then Chairman of IC! He 1s currently Chairman
of Firstsource Sclutions UK Limited

1 Bnan Cariton™, Aged 53

Group HR Director

Brian Cariton joined the busmess

in 1994 as Head of Personnel for
the Canned Foods Driston His
respohstbiities have since been
extended to embrace all HR activties
across the Group He was appointed
to the Group Executive in October
2006 Pnor to jomning Premier, Mr
Cartton hetd HR and Operational
roles in Chirysler UK, K Shoes, Metal
Box and Smurfit Packaging

5 Mark Vickery, Aged 55

Group IS & Change Diractor

Mark Vickery joined the Group

in garty 2005 as Director of IS5 &
Change Management Following the
acquisition of RHM he assumed the
role of Group IS & Change Dwector
Mr Vickery started his career at
Unilever where he spent 17 years
working In a number of businesses
and geographies He then moved to
United Biscunts as IS Director pnor to
jyoining Premier Foods

2 Will Carter™, Aged 53

Managtng Director Grocery Dnision
Will Carter joined Prermmier Foods and
the Group Executve in May 2008
and has responsibility for the ambient
grocery business mcluding cake,
cooking sauces, desserts, pickles
and beverages He was previously
Chief Executive of Whitworths and
pror to that Managing Dwrector

of KP-McVies Mr Carter held a
number of Marketing and General
Management mlas at Uruted Biscuts

& Suzanne Wise", Aged 48
General Counsel &

GCompany Secretary

Suzanne Wise jained the Group

n January 2008 Ms Wise has
exiensive in-house legal expenence
ganed within the Isted company
envirerynant and joined the Company
from Gallaher Group plc where she
held the posttion of Group Head of
Legal Prior to Gallaher, she was

a solcrtor in a private practice Ms
Wise 1s a qualiflied sohator and was
admuited to practica in 1987

“Member of Premmier Foods Group Exacutive

www premierfoods co uk

3 Mark Hughes™, Aged 49

Group Procurement Director

Mark Hughes joined Premier Foods
and the Group Executive in 2007
followirgy the acquesition of RHM

Mr Hughes joined RHM in 2003 as
Diwvsional Services Director (Bread
Bakeries) and became a member of
the Bread Bakenes Dwision Executive
In 2004 Mr Hughes was previcusly
Director at Archer Daniels Midland
Miling (UK) and has hedd a number
of senior positions with Associated
Bntish Foods pic

7 lan York®™, Aged 50

Group Salas Director

lan York joned the Group in 1994
as General Sales Manager for the
Canned Foods dvision He now
has responsibality for all UK sales
actmtes throughout the business
having been appointed Group Sales
Drractor in 2001 Prewously, Mr York
hefd a vanety of positions in the UK
grocery market with Quaker Qats
Ltd, Associated Bniish Foods and
Blue Crest

4 Bob Spooner™, Aged 55

Group Operations Drrector

Bob Spooner joined Premeer Foods
n Apnl 2007 wath responsbiity for all
manutactunng and logistics actmlies
for the Group Pnor to joining
Premier Mr Spooner was previously
Group Supply Director for Northern
Foods and Managing Director of
Northemn Foods' Pastry Products
business and pnor to that held sentor
operational and supply chan roles
with ICl Pamnts and Sara Lee
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Directors’ report

Directors’ report

The directors have pleasure in presenting the annual report
and audited financial statements of Premier Foods plc and
its subsichanes for the year ended 31 December 2009

Business review

A review of the Group's business, its activities and
performance dunng the year, its financial position at

the end of the year and an indication of the kikely future
developments of the business are prowvided in the following
sections of the annual report and are incorporated in this
directors’ report by reference

» Our business on pages 1to 17

s Business Review on pages 1810 49

s Environmental, employee, socal and community 1ssues
are discussed on pages 42 to 49

¢ A review of nsk management and nsk factors on pages 36
to 41

¢ Group key performance indicators (KPIs) on pages
81012, 1810 34 and 44 10 49

The corporate governance report forms part of this directors’

report and 18 Incorporated into it by reference

Pnncipal activities

Premier Foods pic i1s a public imited company incorporated
in England and Wales, registered number 5160050, with

its registered office at Prermier House, Centrum Business
Park, Gnffiths Way, St Albans, Hertfordshire, AL1 2RE The
principal actmties of the Group are food manufactunng,
processing and distnbution  Further information can be
found within the overview of our business

Financial statements
The audited financial statements are presented on pages
74 to 126

Profit and dividends

The profit on ordinary activities before tax for the year ended
31 December 2009 was £46 7m (2008 loss of £404 8m)
The directors do not recommend the payment of dwvidend
for the year ended 31 December 2009 (2008 £nilf}

Research and development

Apphed research and development work continues to be
directed towards the introduction of new and improved
products, the apphication of new technology to reduce unit
and operating cost and to improve senice to customers
Research and development costs of £3 7m (2008 £5 1m)}
were incurred In continuing operations dunng the year

52 Premier Foods ple Annual report and accounts 2009

Land and buildings

The directors are of the opinion that there 1s no sigrificant
difference between the book and market value of the land and
buildings of the Group

Donations

No donations were made to political parties (2008 Crl}
Dunng the year the Group made chantable donations
amounting to £167,000 {2008 £287,000), further information
on chantable giving can be found within the corporate social
responsibility section of this annual report

Directors
The present directors of the Company are histed on page 55 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 2009 are set out
within the directors’ remuneration report

Statement of directors’ responsibilities

The directors are responsible for prepanng the annual report,
the directors’ remuneration report and the Group and the
Parent Company financial statements in accordance with
applicable law and regulations

Company faw requires the directors to prepare financial
statements for each financial year Under that law the directors
have elected to prepare the Group financial statements in
accordance with International Financial Reporting Standards
(IFRSs) as adopted by the European Union, and the Parent
Company financial statements in accordance with applicable
law and United Kingdom Accounting Standards (Unrted
Kingdom Generally Accepted Accounting Practice) The
Group and Parent Company financial statements are required
by law to give a true and fair view of the state of affars of the
Company and the Group and of the profit or toss of the Group
for that pencd

In prepanng those financial statements, the directors are
required to

¢ gelect suitable accounting policies and then apply them
consistently,

* make judgements and estimates that are reasonable and
prudent,

+ state that the Group financial statements comply with [FRSs
as adopted by the European Union, and with regard to the
Parent Company financial statements that applicable UK
Accounting Standards have been followed, and

s prepare the Group and Parent Company financial
statements on the going concern basis unless 1t Is
Inappropnate to presume that the Group will continue in
business

Stock code PFD




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

The directors are responsible for keeping adequate
accounting records that are sufficient to show and explan
the Company's transactions and disclose with reasonable
accuracy at any tme the financial position of the Company
and the Group and to enable them to ensure that the financiat
statements and the directors' remuneration report comply
with the Companies Act 2006 and, as regards the Group
financial statements, Article 4 of the IAS Regulation They are
also responsible for safeguarding the assets of the Company
and the Group and hencs for taking reasonable steps for the
prevention and detection of fraud and other iregulanties

The directors are responsible for the mamntenance and integnty
of the Company's website Legislation in the United Kingdom
governing the preparation and dissemination of financial
staternents may differ from legislation in other junsdictions

Each of the drrectors, whose names and functions are isted i
the corperate governance report confirms that, to the best of
therr knowledge

» the Group financial statements, which have been prepared
in accordance with IFRSs as adopted by the EU, give a true
and fair view of the assets, habiities, financial position and
profit of the Group, and

= the directors’ report, and the sections of the annual report
which are incorporated by reference, includes a far review
of the development and performance of the business and
the position of the Group, together with a descnption of the
pnncipal nsks and uncertanties that it faces

In addiion, the Companies Act 2006 requires directors

to provide the Group's auditors with every opportunity to
take whatever steps and undertake whatever inspections
the auditors consider to be appropnate for the purpose of
enabling them to gwve ther audit report The directors, having
made appropnate enquines, confirm that

& 50 far as each director 1s aware, there 1s no relevant audit
information of which the Group's auditors are unaware, and

» cach director has taken all the steps that they cught to
have taken as a director to make themselves aware of any
relevant audit information and to establish that the Group's
auditors are aware of that information

Substantial shareholdings

As at 9 March 2010 the Company has been notified, in
accordance with Disclosure and Transparency Rules issued
by the Financial Services Authonty, of the following interests of
3% or more In the ordinary shares of the Company

www premierfoods ¢0 uk

Notification
receivad from

Number of % of issued
ordinary shares share capital

WP X Investments Ltd 376,761,419 15 71%
Franklin Templeton Investment

Management 307,173,509 12 81%
Paulson Europe LLP 283,625,120 11 83%
Alllance Bernsten

Investments P 115,232,250 4 81%
Legal & General Investment

Management 97,613,258 4 07%

Share capital and control

At the General Meeting held on 23 March 2009, the
authonsed share capital of the Company was increased to
£35,000,000 dvded into 3,500,000,000 ordinary shares of

1 pence each nominal value (ordinary shares} Dunng the

year, the number of ordinary shares in 1ssue was ncreased to
2,398,021,581 shares as a result of the placing and open offer
and firm placing The ordinary shares are listed on the London
Stock Exchange All of the ordinary shares rank equally wath
respect to voting nghts and the nghts to receve dvidends

The holders of ordinary shares are entitled to receve the
Company’s reports and accounts, to attend and speak at General
Meetings of the Company, to appoint proxies and o exercise
voting nghts There are no restnctions on transfer or imitations on
the holding of any class of shares and no requirements for pnor
approval of any transfers None of the shares carry any special
nghts with regard to contro! of the Company There are no known
arrangements under which financial nghts are held by a person
other than the holder of the shares and no known agreements
on restnctions on share transfers or on voting nghts other than as
disclosed in Contractual Relatonships below Shares acquired
through Company share schemes and plans rank pan passts with
the shares in issue and have no special nghts

At the Annual General Meeting in 2009 shareholders authonsed
the directors to make market purchases of ordinary shares

Any ordinary shares so purchased may be cancelled or held in
treasury This authonty will expire at the conclusion of the 2010
Annual General Meeting at which a further authonty will be
sought No share purchases were made dunng the year

Changes to the Articles of Association must be approved by
the shareholders in accordance with the legislation in force
from time to trme

The Company does not have agreements with any director
or employee that would provide compensation for loss of
office or employment 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
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Directors’ report continued

Contractual Relationships

The Group has contractual arrangements with many parties
including directors, employees, suppliers, customers,

trade mark owners and banking groups The following are
considered signficant in tenms of therr effect on the business
of the Group as a whole

The Group has a Tern and Revolving Facilities Agreement
onginally for £2 1bn entered mto in 2006 which has
subsequently been amended on 5 March 2009, and a
Recewables Purchasing Agreement and guarantee dated
30 December 2007 which was arnended on 5 March 2009
and further amended on 22 December 2009

The Group entered into a Relatronship Agreement with
Warburg Pincus in March 2009 sethng out the terms and
conditions under which Warburg Pincus have the nght 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 shares n the Company Under
the Relationship Agreement, Mr Charles Miller Smith was
appointed to the Board on 16 June 2009

The Group entered Into a Pensions Framework Agreement
with the trustees of Premier's UK Defined Benefit Plans on
5 March 2009

The Group has a llcence for certan of Cadbury Limited’s
trade marks in connection with ambient packaged cakes The
onginal licence which was due to expire in January 2010 has
been extended for an additional 18 months The Group has
as an exclusive, worldwide licence to use the Loyd Grossman
name on sauces, ois and dressings, accompaniments,
toppings and mannades for a term lasting until 2026

These agreements include change of control provisions
which 10 the event of a change of control could result in the
agreements bemng renegotated or terminated

Employment policies

A summary of the Group's employment policies and the
actions to involve employees 1s set out In the corporate
governance report and employee section of this annual
report

Creditor payment policy

Premier Foods plc s a holding company and had no amounts
owng to trade creditors at 31 December 2009 (2008 £nil)
The Group's creditor days outstanding at 31 December 2009
were 64 days {2008 61 days) of purchases, based on the
ratio of Group trade creditors at the end of the year to the
amounts invoiced dunng the year by trade creditors

The Group has standard payment terms of 60 days end of

month which are availlable as part of the standard terms and
condtions on the Company's website www premierfoods co uk
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Payment terms for purchases under major contracts are
agreed as part of the contract negotiations

Financial instruments

The financial nsk management objectives and pdlicies of the
Group, and ts exposure to price, credit, iquidity and cash
flow nsk are set out in note 23 to the financial statements

Post-balance shest events
Details of post-balance sheet events are set cut in note 33 of
the financial statements

Office of Fair Trading

In Apnl 2008, the UK Office of Farr Trading (OFT) rotified the
Company, and a number of other UK-based retailers, of an
nguiry into potential co-ordination of retall pnces in sectors of
the grocery market Premier are co-operating with the inquiry,
which continues to gather information 1t 1s not currently
possible to predict how the nvestigation will proceed and when
it will be concluded or determine any outcome In advance

Independent Auditors

PrcewaterhouseCoopers LLP has indicated its wilingness to
continue as auditors, accordingly a resolution to reappoint them
will be proposed at the forthcoming AGM in accordance with
section 489 of the Companies Act 2006 The reappointment of
PncewaterhouseCoopers LLP has been approved by the Audit
Committee, who will also be responsible for determining therr
audit fee on behalf of the directors

Going concem

The directors are satisfied that the Company and the Group
have adequate resources to continue in operational existence
for the foreseeable future For this reason, they continue to
adopt the going concern basis in prepanng the accounts

Annual General Meeting business

The Annual General Meeting of the Company will be held at
Insurance Hall, 20 Aldermanbury, London EC2V 7HY on 20
May 2010 at 11 00 am The Notice convening the Annual
General Meeting will be 1ssued separately, together with
details ¢f the business to be considered and full explanations
of each resolution that s being proposed

By order of the Board

S

Suzanne Wise

General Counsel & Company Secretary

Prermier Foods plc

Premier House, Centnum Business Park, Gnffiths Way
St Albans, Hertfordshire, AL1 2RE

Registered in England and Wales No 5160050

9 March 2010
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Corporate governance

Corporate governance

The Board believes in conducting the Group’s affairs In a
far and transparent manner and n maintaning the highest
ethical standards in s business dealings

Comphance statement

This report sets out to describe how the Group has applied
the pnnciples of good corporate governance as defined

In section 1 of the revised Combined Code on Corporate
Governance 1ssued by the Financial Reporting Councid in
June 2008 {“the Combined Code"”) The Code 1s publicly
availlable at www frc org uk

In respect of the penod from 1 January 2009 to 31 December
2009, the Board considers that the Group has complied with
the prowvisions set out In the Combined Code The corporate
govemance report forms part of the directors’ report and 1s
incorporated into 1t by reference

The Board

Board structure

As at the year end, the Board consisted of a non-executive
Chairman, three executive directors, and six non-executive
directors In accordance with the Combined Code, separate
individuals, David Kappler and Robert Schofield, have been
appcinted to the posttions of Chaman and Chief Executive
respectively David Felwick has been appcinted the senior
independent director Charles Miller Smith was appomnted
as an addtional non-executive director on 16 June 2009,
Jim Smart was appointed as an executive director on

19 October 2009 and Chnstine Cross retired as a non-
executive drector on 31 January 2010

The Board considers that the non-executive directors, with
the exception of Charles Miller Smith, are Independent

in character and judgement and within the definition of

this tern in the Combined Code Under the terms of the
relationship agreement between the Company and Warburg
Pincus, Mr Miller Srmith, a senior adwiser to Warburg
Pincus International LLC, was appointed to the Board as a
subscnber director Under the agreement, Warburg Pincus,
with the agreement of the Company, may appoint to the
Board a director so long as they (Warburg Pincus) retain a
rminimum interest of 239,802,158 shares in the Company

The Gombined Code states that the test of independence
1S not appropnate in relation to the Chaiman after hus
appointment

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

www premierfoods co uk

Directors and their interests
The following directors held office dunng the year ended
31 December 2009

Designation Appointment

David Kappler Chalrman 19 July 2004

Robert Schofield Chief Executive 22 June 2004

Tim Kelly Chief Operating Officer — 30 June 2008
Howis and Chilled

Paul Thomas! Finance Director 22 June 2004

Jim Smart Chief Financial Officer 19 October 2000
David Felwick CBE Senior ndependent 19 July 2004
director

Lowse Makin Non-executive director 1 Octaber 2006
{an McHoul Non-executive director 19 July 2004
David Beever  Non-executive director 21 January 2008
Chnistine Cross® Non-exscutive director 21 January 2008
Charles

Mitler Smith Non-executive director 18 June 2008

™ Retired as a director on 31 August 2009
@ Retired as a dwector on 31 January 2010

Deiails of the directors’ service contracts, letters of
appointment, emoluments, the interests of the directors and
their immediate families in the share capital of the Company,
and options to subscribe for shares in the Company are
shown Iin the directors’ remuneration report

Operation of the Board

The Board I1s responsible for the overall management of the
Group and has an agreed schedule of matters rgserved to i,
which includes setting long-term strategic and commercial
objectives, approval of annual operating and capital budgets,
ddend policy, overseeing the Group's internal control
systems and ensuning that appropnate resources are in place
to enable the Group to meet its objectives

The Board normally meets at least ten times in each calendar
year and also meets on other occasions as necessary
Meetings are usually held at the Company’s head cffice, in

St Albans, but the meetings also provide an opportunity for
the Board as a whole to visit the Group’s operating facilities
Petails of the number of Board and Committee meetings and
the attendance at those meetings is set out below

The Chairman 1s pnmarily 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 Committee meetings held since

the previous Board meeting and comprehensive bnefing
documents for all substantve agenda items for discussion, are
crculated in advance of each meeting Board meetings are
structured to allow open discussion by all directors of agenda
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Corporate governance

terms and members of the Group Executive are invited to
attend and make presentations to the Board regularly

The Charman pencdically 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 policy within the approved budgets and
timescales The Chief Executive 1s supported by the Chief
Financial Officer and the Group Executive, which consists
of the senior executives who head up the Group’s principal
operations and functions

The Chairman, David Kappler, 1s currently a non-executive
director of Shire pic and Intercontinental Hotels Group

plc The Board of Premier Foods plc 1s satisfied that these
appaointments do not conflict with the Charman’s ability to
carry out his duties and responsitiities effectively for the

Group Biographies of the directors and members of the senior
management team are provided in the section on Board of
directors and senior management which precedes this report

Procedures are in place, which allow directors to take
ndependent professional adwice in the course of ther duties,

and all directors have access to the advice and services of
the Company Secretary, and where a director has a concern
over any unresolved business he 1s entitled to require the
Company Secretary to minute that concern Should he

fater resign over this 1ssue, the Chairman will bnng it to the
attention of the Board

The Company purchases directors’ and officers’ liability
and indemnity insurance to cover its directors and
officers against the costs of defending themselves In

civit proceedings taken against them in that capacity and
in respect of damages resulting from the unsuccessful
defence of any proceedings

Meetings

The following table sets out the number of formal meetings
of the Board and its Committees and individual attendances
thereat dunng the financial year to 31 December 2009

In addition to the meetings detailed below, a number of
addihional meetings of the Board, committees of the Board
and the Remuneration and Nomination Committees were
held for the consideration of specrfic bustness {*denotes
attendance by invitation) The Board met more frequently in
2009 than in previous years as a result of the additional work
required In connection wath refinancing

Group Board Audit  Nomination Remuneration Finance
David Kappler 12/12 5/5@ 4/4 4/4@ 2/2
Robert Schofield 11/12 4/59 2/4@ 4/4@ 2/2
Paul Thomas' 8/8 3/3@ — — —_
Jim Smart™ 2/2 2/2@ — — 1
Tim Kelly 12/12 5/59 — — —
Dawvid Felwick CBE 11/12 5/5 4/4 4/4 —_—
Louise Makn 12/12 5/58 4/4 4/4 —
lan McHoul 11/12 4/5 4/4 1/4@ 2/2
David Beever 11442 4/5 2/4 1742 2/2
Chnstine Cross 1112 5/59 374 3/4 —
Charles Miller Smith" 5/6 - 1/2 — 1/2

 Jim Smart was appointed as an executive director on 19 October 2009 Charles Miller Smith was appointed as a hon-
executive director on 16 June 2009 and Paul Thomas retired from the Board on 31 August 2009

@ Denotes attendance by mvitation

Board allocation of time* Year ended 31 December 2009

B Strategy — 20%

8 Operations — 29%

M@ Finance & Risk — 26%
M Governance — 20%

M Succession — 4%

B Capex — 1%
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The chart to the left summarnises the approximate time
the Beard has spent discussing agenda tems dunng the
year, separated into broad categones
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Directors’ interests in contracts

No director had a matenial interest at any time dunng the year
In any contract of significance, other than a service contract
with the Company or any of its subsidiary undertakings

Remuneration

The Company’s policy on directors' and senior managers’
remuneration, benefits, share scheme entrtlements and
pension arrangements 1s set out in the directors’ remuneration
report

The drectors’ remuneration report sets out the status of

the Company's compliance with the requirements of the
Combined Code with regard to remuneration matters and
includes a statement on the Company’s policy on directors’
and senior managers’ remuneration, benefits, share scheme
entitiements and pension arrangements A resolution to
approve the directors’ remuneration report will be proposed at
the forthcoming Annual General Meeting

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 appomted by the Company by

an ordinary resolution or by the Board A director appomted
by the Board holds office only until the next Annual General
Meeting (AGM) At each AGM one-third of the directors
(rounded down) will rettre by 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 therr last
appomtment or reappomntment, with the proviso that all must
retire within a three year penod

Jim Smart was appointed as an executive director on

19 October 2009 and Charles Miller Smith was appomnted as
a non-executive director on 16 June 2009 and accordingly
they will offer themselves for election at the forthcoming AGM
lan McHoul and Dawvid Felwick retire by rotation and, being
eligible, offer themselves for re-election at the AGM to be held
on 20 May 2010

Directors’ biographical detalls are provided in the section on
the Board of directors and senior management that precedes
this report and also in the notice of AGM

Board Committees

The Board has an effective Committee structure to assist in
the discharge of its responstbiliies  The terms of reference
of these Committees comply with the provisions of the
Combired Code and are avalable for inspection on the
Company’s website, www premierfoods co uk

www premierfoods co uk

Audit Committee

lan McHoul chairs the Audit Committee. Its other
members are David Felwick and Dawvid Beever Only
independent non-executive directors who have

no links with the external auditors may serve on
the Committee Two members of the Comnuttee,
lan McHoul, as the Chief Financial Officer of Amec
plc, and Dawvid Beever, as a member of the KPMG
Adwvisery Board, have been identified by the Board
as having recent and relevant financial experience
The Audit Committee 1s scheduled to meet at least
four times a year and meets with the internal and
external auditors at least twice a year without the
executive directors present.

The Audt Committee 1s responsible for making recommendations
to the Board on the appointment of the external auditors and their
remuneration, for reviewing the accounting pnnoiples, policies
and practices adopted in the preparation of the half year results
and annual accounts and reviewing the scope and findings of the
audt The Committee assists the Board in achieving its obligations
under the Combined Code n areas of nsk management and
intemal control, focusing particularty on compliance with legal
reguirements, accounting standards and the Listing Rules, and
ensunng that an effective system of intermal financial and non-
financial controls 1s maintaned The utimate responsibilty for
reviewing and approving the annual report and accounts remamns
with the Board

The Committee keeps under review the external auditors’
independence including any non-audit services that are to

be provided by the external auditors The auditors are also
requested to confirm ther independence at least annually A
formal policy has been developed and mplemented, which
ensures that the nature of the adwvice to be provided could not
imparr the objectivity of the externat auditors’ opinion on the
Group's financial staterments

The policy incorperates a fee mit, above which a formal
tender process must normally be undertaken and approval of
the Committee obtained prior to any proposed appointment
Addrtionally, the use of delegated authorities to appoint the
external auditors 1s routinely reported to the Committee

PncewaterhouseCoopers LLP {(PwC) have been the Company’s
audrttors since it was listed on the London Stock Exchange in
July 2004 The Audt Committee considers that the relationship
with auditors 15 working well and rermains satisfied with their
effectiveness Accordingly, ¢ has not considered # necessary to
date to require PwC to tender for the audit work The external
auditors are required to rotate the audit partners responsible
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Corporate governance

for the Group and subsidiary audits every five years and the
current lead audit partner has been in place for three years
There are no contractual obligations restneting the Company’s
choice of external auditors

Durng the year PwC were employed to complete a number
of projects as part of the Group's review of financing
arrangements, which began in 2008 and were reported in
the last annual report

Fees incurred in relation to this work amounted to £2 3m in
2009 Before commissioning PwC to undertake the work

in 2008, discussions were held between PwC, the Finance
Director and the Chairman of the Audit Committee to assess
any potential threat to the external auditors' ndependence
and it was agreed that appropnate safeguards had been put
In place by PwC The Company assessed that PwC were
best placed to perform this additional non-audit work in view
of their knowledge of the business, the time constramts in
completing the work and likely costs

Dunng the year the Committee approved and oversaw the
implementation of a new whistle-blowing policy utilsing an
independent third party, allowing staff to disclose 1ssues of
malpractice or wrongdomg by any of the Group’s businesses or
employees in confidence, without the fear of repnsals Concerns
reported to the service are recarded and reported to the Audt
Committee twice a year Procedures exst for investigating such
matters and for appropnate follow-up acton to be taken

During the year the Committee

* Receved regular reports from the ntemal audit function,
ensured it was adequately rescurced, monitored 1ts activiies
and effectiveness, and agreed the annual audit plan

» Conducted a review of the effectiveness of the internal
audit function

» Authonsed the implementation of a new Group whistle-

blowing pohcy

Considerad the external auditors’ report for the year

ended 31 December 2008

Conducted an internal review of the Group's external

auditors which included a review of the auditors’

independence and objectivity and the effectiveness of the
audit process

Approved the Comparny’s nsk management policy and key

business nsks

¢ Conducted a review of the Group's treasury policy

* Approved the simplification of the Group's legal entity

structure

Reviewed matters relating to the Group's key performance

indicators and proposals to embed good governance

throughout the organisation
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Remuneration Committee

In October 2009, Louise Makin took over as
Chairman of the Remuneration Committee from
Dawid Felwick Other members of the Committee
were David Felwick and Christine Cross Chnstine
retired as a director in January 2010 Only
independent, non-executive directors may serve on
the Committee The Chaiman and Chief Executive
attend Remuneration Committee meetings at

the invitation of the Committee Charrman The
Remuneration Committee will normally meet at least
twice a year

The Remuneration Committee has responsibility 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 Charman,
the executive directors of the Company and such members
of senior management as it 15 delegated to consider,
including pension nghts, any compensation payments and
the mplementation of executive iIncentive schemes In
accordance with the Committee’s terms of reference, no
director may participate in discussions refating to ther own
terms and conditions of service or remuneration

Information on the activities of the Remuneration Committee 1s
set out i the directors’ remuneration report

Nomination Committee

Dawvid Kappler chairs the Nomination Committee,
and its other members are lan McHoul, David
Felwick, Louise Makin, David Beever, Chnstine Cross
and Charles Miller Smith Chnstine Cross retired

as a director n January 2010 David Kappler wili

not charr the Commuttee when it 1s dealing with a
successor to the Chammanship of the Company The
Commuttes, which will normally meet not less than
twice a year, has responsibility for considenng the
size, structure and composition of the Board of the
Company, retirements and appointments of additional
and replacement directors and making appropnate
recommendations so as to maintain an appropnate
balance of skills and expenence on the Board

The Nomination Committee has a process for Board
appointments that it considers to be formal, ngorous and
transparent This process includes a review of the skills,
expenence and knowledge of the existing directors, to assess
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which of the potential short listed candidates would most
benefit the balance of the Board having regard also to the
need for succession planning

As announced in February 2010, Dawd Kappler is to step
down as Chaiman dunng the course of 2010 and a formal
succession process has been inhated

During the year the Committee

* Approved directors for reappointment at the AGM

* Approved the appointment of a new non-executive director

+ Approved the selection and appomtment of a new Chief
Financial Officer

* Reviewed the composition and expertise of the Board

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

Finance Committee

During the year a new Finance Committee was
established to provide additional focus and review
mn respect of the Group’s ongoing financial strategy
The Finance Commuttee 1s chaired by David

Beever and its other non-executive members are
lan McHoul and Charles Miller Smith In addition
the Chaiman, Chief Executive, Chief Financial
Officer and the Group Treasurer are also members
of the Committee The Committes, which will
nomally mest not less than three times a year, has
responsibility to review and make recommendations
to the Company n relation to matters relating to the
Group’s capital structure, financing and pensions
strategy The Commuttee also has responsibiity

to oversee the governance and activities of the
Company’s Treasury Committee and Treasury Risk
Management Committee

Dunng the year the Committee

+ Approved the Commitiee's terms of reference

* Approved a Finance Strategy and Governance framework
for the Commuttee

* Reviewed the Group’s swap arrangements

¢ Undertock an intial review of the Group’s financial and
pensions strategy

Performance and effectiveness reviews

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

www premierfoods co uk

In 2009 as previous years, the internal evaluation process was
combined with ndwdual performance evatuation as descnbed
below

¢ The Chairrnan appravses the Chief Executive annually
« The senior non-executive director meets with all the non-
executive directors to discuss the performance of the
Chairman, taking into account the views of the executive
directors
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 ifollowing Annual General
Meeting are appraised intially by the Chairman, and
thereafter their sutability for re-election is confirmed by
the Nomination Committee prer to those non-executive
directors offenng themselves for re-election
* The senior management are formally appraised annually
by the Chief Executive, who also appraises the executive
directors

In accordance with good practice the Board carned out a
detaled independent review of the Board and Committees’
performance dunng the year Accordingly, Boardroom Review,
an independent consultant, conducted one to one meetings
with all Board members dunng the year and attended Board
and Committee Meetings in February The findings of the
review were presented to the Board and where possible are
being incorporated into the operation and practices of the
Board and its Committees

Shareholders

Relations with shareholders

The Board recogrnises that its pnmary role 1s to represent
and promote the interests of its shareholders, and that it
18 accountable to sharehclders for the performance and
actwvities of the Company

The Company announces its results on a half-yearly basis
Presentations are made to analysts and major shareholders
following the release of the half year and year-end results
The Company announces trading updates and/or intenm
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, contans the full text of such reports, together with
Stock Exchange announcements, after therr release to the
market The Company’s Investor Relations function provide
detalled reports on shareholder make up, Analyst's forecasts
and feedback at each Board Meeting

The Chief Executive and Chief Financial Officer are also

avallable to meet with shareholders dunng the year The
Charman and, f appropnate, the senior iIndependent
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Corporate governance continued

director are available to discuss 1ssues and concerns of
shareholders Shareholders are also provided with the
opportunity t¢ ask questions of the Board, including the
Chairmen of the vanous committees, and to present therr
views at the Annual General Meeting

Notice of the Annual General Meeting, together with the
annual report and accounts, 1$ sent 10 shareholders at least
20 warking days before the meeting, and details of the proxy
votes for and against each resolution or in respect of which
a vote 18 withheld are announced after the result of the poll
vote and made avalable on the Company’s website

Employees

As a major employer, Premier Foods is aware of its
responsibility to its employees and our policy on employee
welfare and human nghts sets a mmnimum standard to which
all of the Group companies adhere In order to meet their
moral, legal, ethucal and humanitanan responsibilities

We recognise that our employees are our single most
valuable asset and stnve to support them in all aspects of
therr training and development through a vanety of internal
and external traning and development schemes The am

15 t0 ensure that there 1s a hughly trained and motivated
workforce, capable of mesting the highest standards
required by custormers and investors A sigruficant number
of employees participate in formal performance and
development reviews, and we are continuing to develop this
process across the entire business

The Group 15 committed to a fair but robust approach to
equal opporturities in all areas of our business We recrut,
train, promote and retain skilled and motivated pecple
irrespective of sex, age, mantal status, disability, sexual
orientation, race, religion, ethnic or national ongin In ing with
this commitment we also promote a culture of openness and
responsibility within our business

It 1s the policy of the Group to give full and far consideration to
applications for employment recenved from disabled persons,
having regard to ther particular aptitudes and abilties, and
wherever possible to continue the employment of, and to
arrange appropnate traming for, employees who have become
disabled parsons dunng the penod of therr employment

The Group provides the same opportunities for traming,
career development and promoton for disabled as for other
employees

The Group recognises the value of good communication

in engaging our employees towards the achievement of
commaon goals and we have a number of established
employee consultation and communication mecharmsms in
place to achieve this goal including regular commurication
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meetings, specific consultation and involvement regarding
major changes to the business, the Company's intranet site
and quarterly Company magazine

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 effectveness of

the Group's internal controls covering all matenal controls,
including financial, operational and compliance controls and
rsk management systems in place throughout the year under
review To the extent that control weaknesses are identified as
part of this review, necessary actions have been, or are In the
process of being, taken to remedy them

The Board has delegated direct responsibilty for reviewing the
Group's system of nternal control and for regularly montonng
its effectiveness to the Audit Committee The pnncipal aim of the
system of internal control Is to provide an ongong process that
identifies, evaluates and manages the nsks that are signfficant in
relation to the fulitment of the Group’s business objectives The
intermal contro! systems have been designed to manage rather
than to elminate nsk and can provide only reasonable, and not
absolute, assurance aganst matenal misstatement or loss

The principal role of the Internal Audit function 1s to review the
effectiveness of the controls operating within the business by
undertaking an agreed schedule of Independent audits each
year The nature and scope of this annual audit programme

15 reviewed and approved by the Audit Committee at the
beginning of each calendar year and may be revised from time
to tme In circumstances such as the acquisition or disposal of
a business or any other significant business development

The findings of these nsk-based audits are reported inmally to
executive management and any necessary carrective actions
are agreed Summanes of these reports are presented to,
and discussed with, the Audit Committee along with details
of progress aganst action plans which are also formally
reported In addrtion to the internal audit programme, sentor
business managers are required to complete comprehensive
internal control self assessment questionnaires confirming
the operation of nternal controls within the business units

for which they are responsible throughout the year The

result of thus exercise, which also details any matenal control
breakdowns, to the extent that they have occurred, 1s
reviewed initially by the divisional boards and then the Group
Executive pnor to formal review by the Audit Commiitee The
self assessments are also tested for accuracy as part of the
Internal Audrt Process

Further information in relation to the nsk management

process adopted by the Company is detaled within the nisk
management section of this annual report
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Directors’ remuneration report

Directors’ remuneration report

This report, prepared by the Remuneration Committee {“the
Committee™) on behalf of the Board, has been prepared
pursuant to Schedule 8 of the large and medium sized
Companies and Groups {Accounts and Reports) Regulations
2008 and the Listing Rules 1ssued by the Financial Services
Authorrty

Remuneration Commitiee

Membership

The Committes compnised the following ndependent non-
executive directors dunng the financial year to 31 December
2009

Louise Makin (Committee Chairman)
Dawvid Felwick CBE
Chnstine Crass — retired 31 January 2010

On 13 Novemnber 2009, Mr Felwick stepped down as
Chaiman of the Remuneration Committee and was
succeeded by Dr Makin

Meetings

Dunng 2009 the Committee met formally on four occasions
with an additional four wrttten resolutions passed in respect
of routine business Details of individual meeting attendance
are given in the corporate governance report The Company
Secretary & General Counsel acts as secretary to the
Committee The Chairman, the Chief Executive and the
Director of Human Resources are invited to attend the
Committee’s meetings, when apprapnate They are not
involved In discussions concerning therr own remuneration

Role

The Board has delegated to the Remuneration Committee
responsibility for reviewing and recommending the pay and
benefits and contractual arrangements of the Chairman,
executive directors and the Company Secretary & General
Counsel, recommending the pay of senior managers 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 for executive directors ensures that contractual
terms on termination, and any payments made, are fair to
the individual and the Company, ensunng that falure 1s not
rewarded and that the departing manager's duty to mitigate
loss 15 fully recognised

It 's committed to prnciples of accountability and
transparency to ensure that remuneration arrangements
demonstrate a clear ink between reward and performance
In its work, the Committee considers fully the principles and
provisions of the Combined Code on Corporate Governance

www premierfoods co uk

and its terms of reference are available from the Company
Secretary on request and also appear on the Group's website
at www premierfoods co uk

Responsibiiities

* To review and recommend the remuneration policy of
executive directors and senior managers

« Within this policy, agreeing indivdual remuneration
packages for the Charman, executive directers and senior
managers

¢ Reviewing and recommending the terms and conditions to
be included in service agreements for executive directors

* Reviewing and recommending any employee share-based
incentive schemes and where appropnate overseeng any
subsequent changes

* Reviewing and recommending appropnate performance
condihons and targets for the vanable element of
remuneration packages and determining the extent to which
performance targets have been achieved

Advisers

Deloitte LLP {“Deloitte”) were appointed by the Committee

as ther retained advisers in 2005, and continue to provide
advice to the Committee on matters relating to remuneration,
including best practice Dunng the year Deloitte also provided
organisational and IT services to the Group Addtional advice
in relation to remuneration was provided te the Company's
senior management by Hewitt New Bndge Street Consuttants

The Committee consults with the Chaimman and the Chief
Executive as appropnate, and s also supported by the
Director of Human Resources

Activities
During the year the Committee

* Reviewed the remuneration policy for executive directors
and senior managers

= Carned out 2009 salary reviews for executive directors and
SENIor managers

* Reviewed and recommended the annual bonuses for
executive directors and senior executives in respect of 2008
and set the targets for the annual bonus in respect of 2009

* Reviewed the performance conditions and measures of the
Premier Foods Co-Investment plan {"CIP”} to ensure that
they appropnately incentmised executives and focused on
the delvery of shareholder value

* Granted awards under the CIP and Premier Focds Long-
Term Incentive Plan ("LTIP")

* Reviewed and approved a new grading structure for
management

* Determined the extent to which awards under the
Executive Share Option Plan, 2006 LTIP and Premier Group
Performance Share Plan had vested
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Directors’ remuneration report

= Granted awards under the Premier Foods employee
sharesave scheme, which included all eligible employees
N the United Kingdom and Ireland

* Reviewed and approved the basis of rebasing for the
Company's share schemes following the placing and
open offer and fim placing completed by the Company in
March 2009

Remuneration policy

Broad policy

The Committee has an ongomng process for monitonng

its policies, mcluding the Company's arrangements for
performance related pay, against evolving market practice
and refevant gurdance This i1s parbicularly relevant beanng
in mind the restructunng undertaken dunng the year and
the share pnce performance more generally over recent
years It also remains particularly pertinent in the current
economic climate which continues to evolve However, the
broad policy of the Board and the Committee is fo continue
to set remuneration levels so as to attract and retain high-
calibre executives and to encourage and o reward supenor
business performance

Remuneration for executive directors 1s ntended to reward
agamnst critena that are relevant and realistic but also
challenging, so that supenor performance 1s encouraged
Therefore, remuneration policy will continue to be reviewed
annually and focuses on performance-related incentives,
as well as annual salary, to encourage the alignment of
operating objectives and delivery of shareholder value

Our policy I1s to ngorously test, review and set salanes at
levels not normally exceeding median for companies of a
comparable size, complexity and market share In relation
to bonuses and fong-term incentive plang, the policy will
continue to be to provide an opportunity for executives
to earn total remuneration packages in the upper quartle
range, but only if stretching and demanding performance
conditions are met

The remuneration policy in place for senicr executives 1S
designed to place emphasis on key performance objactives
and strengthening executive shareholding

While committed to the use of equity-based performance-
related remuneration as a means of aigning directors’
interests with those of shareholders and to ensure sentor
executves have sufficient focus on the long-term performance
of the Company, the Committee i1s aware of shareholders’
concerns on dilution through the 1ssue of new shares to
satisfy such awards Therefore, when reviewing remuneration
arrangements, the Committee takes into account the effects
such arrangements may have on dilution

In determining the remuneration arrangements for executive
directors, the Committee 1s sensitive to the pay and
employment condstions elsewhere in the Group, espectally
when determuning base salary increases (if any} and reviews
the proposed pay awards for the Company at large with the
Chief Executive

Share ownership

A minimum shareholding requirement was introduced in 2006
whereby executive directors are required to hold shares with
a market value at the time of purchase at least equal to therr
annual basic salary, within three years of the intreduction

of the guidelines or date of appointment if later Details of
directors’ shareholdings are set out below in the section on
directors’ mnterest in ordinary shares

Remuneration for executive directors

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

in amving at the balance between fixed and vanable
remuneration it 1S agreed that the fixed portion will relate only
to annual salary, whilst the vanable portion includes both
annual bonuses and long-tenm incentive arrangements

For 2009, the balance between fixed and vanable
remuneration for the executive directors was as follows

At target At maximum
Chief Executive 54% Fixed 46% Vanable 279% Fixed 73% Vanable
Chief Financial Officer 56% Fixed 44% Vanable 28% Fixed 72% Vanable

Chief Operating Officer — Howis and Chilled

55% Fixed 45% Vanable 28% Fixed 72% Vanable
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Base salanes

Basic salary for executive directors takes into account the
responsibiities and performance of the indmvdual This 1s
nomally 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
2009 salanes of executive directors remamned unchanged
from 2008 The effective salanes for 2009 were £606,900

for the Chief Executive {2008 £606,900}, and £352,275
(2008 £352,275) for the Chief Operating Officer — Hows

and Chilled For his role as Finance Director, to his retirement
on 31 August 2003, Mr Paul Thomas recewved an annual
salary of £408,000 (2008 £408,000) The annual basic salary
agreed with Mr Smart on hus appointment as Chief Financial
Officer on 19 October 2009 was £430,000 Salary levels for
2010 faor the Chief Executive, Chief Financial Officer and Chief
Operating Officer — Hovis and Chilled will not be increased
and will reman at their 2009 levels

Annual bonus

At the discretion of the Committee, executve 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 an individual basis
Executive directors may defer 50% of any such bonus

earned into shares in the Company until they have built up a
significant personal shareholding in the Company (see share
ownership guidelines above) The deferred bonus shares will
normally vest three years after therr award Generally, the
deferred bonus shares will not be forfertable 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
forferted

The Committee reviewed the performance targets during the
year and It was agreed that the management of cash would
continue to be busness cntical and as such, the bonus
structure implementead for 2008 would be continued in

2009 As aresult performance targets for 2009 were set
such that 60% of the bonus was based on the delivery of
trading profit, 20% was linked to the year-end debt figure
and the remaining 20% linked to the achieverment of personal
performance targets The annual bonus potentials for 2009
were set at 75% of salary for each of the executive directors
with a target level of 50% of salary

For 2010, the annual bonus will be based on the same critena
as for 2009 and the annual bonus potentials are set at 75% of
salary for each of the executive directors, with a target level of
50% of salary Bonus payments are not pensionable

www premierfoods ¢o uk

Pensions

Mr Schofield elected for enhanced protection under the Finance
Act 2004 with effect from 6 Apnl 2008, and no longer accrues
benefits under the Scheme Instead Mr Schofield receves

a payment in llieu of pension accrual which 1s ncluded in his
salary His benefit accrued up to 6 Apnl 2006 continues to be
hnked to hus final salary, subject to the Scheme earnings cap

Mr Smart receves an allowance in lieu of pension scheme
accrual, which may increase subject to the increase in the
current notional earnings cap

Mr Kelly 1s a member of the RHM Pension Scheme (*RHMPS”)
which 1s a funded, registered scheme that provides benefits
on a defined benefit (final salary) basis and i1s 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 salary 1s subject to

a scheme “earnings cap” broadly equivalent to that previously
imposed by the Finance Act 1389 Pnor to 6 Apnl 2009
RHMPS was operating a pensionable salary freeze From

6 Apnl 2009, pensionable salary will ncrease in line with
nflation capped at 5% per annum The first Increase to
pensionable salary occurred on 6 Apnl 2009 Mr Kelly receives
a salary supplement in fieu of receiving no pension In respect
of his earnings above the scheme earnings cap

Other benefits

Each executive director is entitfed to a car or car allowance,
telecommunication services and an allowance for personal
tax and financial planning Each executive director 1s also
provided wath pnivate health cover and permanent health
nsurance

Other directorships

The Group 1s supportive of executive directors who wish to
take on a non-executive directorship with a publicly quoted
company N order to broaden therr experience They are
entilled to retan any fees they rmay receve None of the
executive directors currently serve as a director of another
pubhc company

Share Plans

The Premier Foods Co-Investment Fian (“CIP") 1s currently
the pnmary long-term incentive arrangement for executive
directors and other key mdividuals and looks to ensure
that those who are most able to have a real impact on
performance are sufficiently and appropnately incentwvised
The Premier Foods Long-Term Incentive Plan (“LTIP") has
been retained for the purposes of incentivising other members
of senior management Individuals will not be invited te
participate in both plans in the same year other than in
exceptional crcumstances (e g in relation to recruitment}
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Directors’ remuneration report continued

Awards made under the CIP and LTIP are all subject, in part,
to Total Shareholder Return (“TSR"} based performance
conditions All TSR measurements for the purposes of
calculating vesting under the relevant plans are calculated on
an independent basis by Deloitte

Dunng the year the Commuttee reviewed the CIP prior to
granting awards under the 2009 grant cycle The decisions
made are detaled below

Co-Investment Plan (the “CIP")

The CIP requires participants to commit and retain a
significant amount of caprtal in the form of Premier Foods
shares The purpose of the commitment 1s to encourage
participants to adopt the atttudes of shareholders

CIP participation 15 restncted to ndividuals who will have
areal and measurable impact on the delivery of Group
performance targets and long-term growth in shareholder
value Based on the current senior team of Premier, this is
considered to be 12 to 15 indwduals {including the executive
directors) Howaever, 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 other form of discretionary share

plan operated in the same year other than in exceptional
circumstances

The CIP 1s structured as a share matching plan An
nvestment of shares pledged or purchased by the
participant can be matched by the Company — providing
shares on the basis of the achievement of the performance
targets over a three year penod To the extent that the
performance conditions are achieved, then the level of
Company matching of the purchased/pledged shares 1s
enhanced At the maximum level of performance, a match
of 31 (1e 300%) Company shares 1s provided for the
achievement of exceptionally stretching performance cntena

At the time awards vest under the CIP, parttcipants will be
required to retain no less than half 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 drectors 1s 200% of salary
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For awards granted in 2007 and 2008, the Chief Executive
was invited to pledge investment shares of up to 200% of
salary into the plan and other executive directors were invited
to pledge 150% of salary

Following the review of the Company’s capital structure and
as anticipated in the 2008 directors’ remuneration report, the
Remuneration Committee reviewed the structure of awards
for the 2009 CIP cycle This review was completed after last
year's Remuneration Report had been published, and as such
the Committee wrote to major shareholders to infonm them of
the outcome

The Committee determined that for the 2009 grant cycle,
indmduals would not be invited to participate under the

CIP by reference t0 a salary multiple as in previous years, n
recogniticn of the movement in the Company’s share pnce
Instead, participants were invited to pledge a fixed number of
shares into the plan

In respect of the 2009 cycle grant for the CIP, Mr Schofield
was invited to pledge a comparable number of investment
sharas into the plan as in 2008 At the share pnce at the time
of the inwitation, this equated to approximately 67% of his
annual base salary Mr Kelly and Mr Thomas were invited to
pledge approximately 61% of therr annual base salanes Mr
Smart was invited to join the plan following his appointment
i October 2008 and invited to pledge into the plan a
comparable number of investment shares into the 2009 grant
cycle as that of Mr Kelly and Mr Thomas Mr Smart pledged
nvestment shares into the plan equating to approximately
80% of his annual base salary

At tiers of participation below executive director level,
participants were invited to pledge approximately 48% of therr
annual base salaries, as opposed to the previous maximum
level of nvestment of 100% of annual base salary

The Committee felt this approach struck an appropnate
balance between incentwvising the senior executive team and
recognising evolving best practice

For awards granted in 2009, 1t was also decided that vesting
of matching awards would continue to be conditional

on achieverment against a combination of EPS and TSR
performance targets structured as a matnix as for awards n
previcus years Full vesting of matching awards will still require
delivery of exceptional performance under both performance
metncs

Stock code PFD




The performance matnx applicable to the 2009 awards under the CIP and LTIP 1s as follows

Multiple of nominal award payable

14%+ 0% 0% 50% 100% 150% 200% 250% 300% 300%
12% to < 14 0% 0% 0% 0% 50% 100% 150% 200% 250% 300%
10% to < 12% 0% 0% 0% 0% 100% 150% 200% 250% 250%
Actual 5ei5 <10% 0% 0% 0% 0% 50%| 100%| 150%| 200%| 250%
EPS 50010 < 8% 0% 0% 0% 0% 50%| 100%| 100%| 150%| 200%
Growth 50550 5 0% 0% 0% 0% 0% 0% 50% 100% 100% 150%
pa 10th 20th 30th 40th 50th 60th 70th 80th g0th
Percentile | Percentite | Percentile | Percentie | Percentile | Percentile |Percentile |Percentie | Percentile

TSR Agamnst FTSE 250 Index Constituents

Relative TSR will continue to be measured agamnst the FTSE
250, although in addition to Investment Trusts, comparues in
the Financial Services, Insurance, Real Estate and Ol & Gas
sectors were also excluded, as the Committee bellieved that
these were not representative comparators to the Company
The Company’s relative TSR will need to be positioned at
ether the 80th or 90th percentile for the maximum matching
award to vest {and this will only occur if very strong EPS
growth 1s achieved)

The EPS thresholds for the 2009 CIP performance matnx,
which represent the annuahsed growth rates calculated by
companng the EPS achieved in FY 2011 with that achieved in
the “base year” of 2008, are set out in the table above

Although the EPS growth targets for the 2009 awards are
lower than previous awards, it should be noted that the 2007
and 2008 targets were set in the context of the synergy gains
flowing from the acquisitions of RHM and Campbell's The
Committee felt that the maonty of these synergy gains have
now been extracted

The Committee believes that the combination of stretching
EPS and TSR targets for the 2009 awards appropnatety
incentvise executives and focus on delivery of shareholder
value It should be noted that a combination of exceptional
annual EPS growth and TSR market out-performance 1s
required for the maximum match under the award to be
achieved and the Committee believes that the performance
scale represents an exceptional level of stretch which will
require a confluence of both internal and external factors

For the 2010 cycle grant, the executive directors will be

invited to participate under the GIP by reference to the same
invitation levels as 2009 Mr Schofield will be invited to pledge

www premierfoeds co uk

approximatety 60% of his base salary, while Mr Smart and Mr
Kelly will be invited to pledge approximately 55% of their base
salanes

The Committee intend to conduct a review of the CIP durng
the year to decide if it remans the most approprate incentive
scheme for executive directors and senior management

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

Other long-term incentive schemes

(i) Long-Term Incentive Plan (the “LTIP”}

Awards under the LTIP have been made since 2005
Executive directors were last granted an award under the
scheme in 2006 1t s not currently intended that the executive
directors will participate in future awards, but awards are
granted to participants below executive director level whe do
not take part in the CIP?

In recent years, the perfformance conditions for the LTIP
grants for more junior participants have been aligned with
the CIP awards (see above}, but the Committee intends to
keep this under review taking into account the needs of the
Company

For the awards granted in the 2006 grant cycle (in which
executive directors participated), vesting was subject to TSR
performance measured aganst two comparator groups
Following the end of the perfarmance penod for this award,
the Committee determined that since Premier Foods was now
positioned below median against both comparator groups,
the required TSR performance conditions had not been
achieved and the award lapsed in fuil
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Directors’ remuneration report continued

{n) The Premier Group Performance Share Plan {the “PSP")

Followtng the acquisition of RHM, former RHM employees were granted replacement “rollover” awards to correspond to the
2005 and 2006 RHM PSP awards which lapsed following the acquisiion The performance conditon for these replacement
awards were dentical to the performance conditions which applied to the equivalent Premier Foods LTIP awards granted in
2005 and 2006

The performance pened for the awards comesponding to the 2006 grant cycle ended in 2009 As noted above in respect of
the LTIP awards, since the required TSR performance condition was not achieved, the Committee determined that the awards
would iapse in full

No further awards will be granted under the PSP

(m) The Premier Foods plc Executive Share Option Scheme (the “ESOS”)
The Company adopted the ESOS at the time of Admission in 2004 No further options will be granted under the ESOS, other
than In exceptional circumstances (e g In relation to recrutment)

Outstanding vested options held by executive directors under thus plan, would require the share pnce to reach 161 38p prior
10 exercise

Performance graph

The following graph shows the TSR performance of the Company over the last five years, against the FTSE 250 (which
was chosen because it represents a broad equity market index of which the Company 1s 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 pnce, as adusted for reinvested dividends

Premier Foods total shareholder return — 2005 to 2009
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B Premier Foods B FTSE 250 {excluding selected sectors) M FTSE Food Producers and Processors Index

All employee share schemes

The Company offers annual invitations to all employees to participate in Savings Related Share Option Schemes 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 performance conditions attached to these schemes
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Service agreements

The Committee penadically reviews the Company’s policy

on the duration of directors’ service agreements, and the
notice penods and termination prowvistons contaned in those
agreements The current policy of the Committee 1s that notice
penods contained In executive directors’ service contracts
should be imited to 12 months (other than In exceptional
crrcumstances, such as for the purposes of recrutment)

Executive directars have service agreements that continue
until terminated by 12 months' notice on etther side Mr
Schofield’s service agreement 1s dated 20 July 2004, Mr
Kelly's service agreement 1s dated 11 February 2009 and Mr
Smart's service agreement 1s dated 5 October 2009

In the event of early termunation (cther than for a reason
Justifying summary termination in accordance with the terms
of the service agreement) the Company may (but 1s not
obliged to) pay to the executive director, in lkeu of notice,

a sum equal to the annual value of the executive director's
then salary, benefits and pension contnbutions (calculated

on a pro rata daly basts) which he would have received
dunng the contractual notice period Termination payments
are to be made In Instalments and to the extent that the
executive director receives any sums as a result of alternative
employment or provision of services while he 1s recenving such
payments from the Company, the payments shall be reduced
by the amount of such sums Enttlements to on-target
bonus payments in leu of nohice are included in the service

agreements for Mr Schofield and Mr Smart The Remuneration
Committee specifically reviewed this prowvision dunng the year,
and along with the Company believes that these entitiements
continue to be appropnate n certan crcumstances when
recruiting executive directors The Remuneration Committee
will monitor this policy annually in the context of evolving
market practice in this area

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

Nane of the non-executive directors have employment
contracts with the Company However, each has entered

Into a letter of appontment with the Company confirming
their appointment for penods 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
provistons of the Companies Act 2006 and the Company’s
Articles of Association, in particular the need for penodic re-
election Continuation of an indmdual non-executive director's
appointment 1s also contingent on that non-executive director's
satisfactory performance, which 1s evaluated annually

There are no provisions for compensation being payable
upon earty termination of an appointment of a non-executive

director

Details of non-executive appointment penods appear below

Date of current

Date of initial

appointment

appointment letter Expiry date Notice penod
Dawid Kappler 19 July 2004 14 June 2008 13 June 2010 One month
Dawvid Felwick CBE 19 July 2004 20 July 2007 19 July 2010 One month
Louise Makin 1 October 2006 1 October 2009 30 September 2012 One month
lan McHoul 19 July 2004 20 July 2007 19 July 2010 One month
Dawvid Beever 21 January 2008 21 January 2008 20 January 2011 One month
Chnistine Cross® 21 January 2008 21 January 2008 20 January 2011 One month
Charles Miller Smith!! 16 June 2009 12 June 2009 See below See below

 The appointment penod for Mr Miller Smith 1s governed by the relationship between the Company and WP X Investments
Limited (“WPX"), whereby as long as WPX own at least 239,802,158 shares in the Company, they may appoint to the Board,
after agreement with the Company, a subscniber director Mr Miller Smith may terminate his appointment as a director by

giving one month’s notice In writing
@ Retred 31 January 2010
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Directors’ remuneration report continued

Paul Thomas

Paul Themas retired as Group Finance Director, with effect from 31 August 2009 Under the terms of his service agreement,
he was entitled 16 a 12 months’ notice penod However, In accordance with that agreement, the Company has agreed to
make the following payments in lieu of notice  £408,000 representing the value of his then salary, £204,000 in respect of his
on target bonus entitlement, a payment into the pension scheme equivalent to 12 months' contnbuttons, and other contractual
entittements with a total value of £30,300 These sums are to be paid in 12 monthly instalments

All his awards under the CIP lapsed on his retirement (his 2006 LTIP award having previcusly lapsed due to the TSR
performance condition not having been met} In accordance with the rules of the Deferred Bonus Scheme his shares in respect
of the 2006 and 2007 DBS awards (17,275 and 8,220 respectively) were released to him

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

Fully pawd Ordinary

Share of 1p each

As at As at

31 Dec 2009 31 Dec 2008

Robert Schofield 2,651,358% 1,820,043
Paul Thomas'" 1,497,5069 702,800
Jim Smart (appointed 19 Cctober 2009) 750,000 —
Tim Kelly 112,500 50,000
Dawvid Kappler 840,424 373,522
Dawid Felwick CBE 235,737 104,772
Louise Makin 58,636 28,283
ian McHoul 100,000 84,418
Dawvid Beever 168,750 75,000
Chnstine Cross (retired 31 January 2010) 90,659 40,293
Charles Miller Srmuth (appointed 16 June 2009) 680,272 —

M As at 31 August 2009, the date of Mr Thomas's departure from the Board

? Includes 23,623 shares under the 2006 Deferred Bonus Scheme which vested but were not exercised durnng the year

@ Includes 25,495 shares under the 2006 and 2007 Deferred Bonus Scheme which vested on Mr Thomas'’s departure from
the Board

Directors’ share interests include the interests of thetr spouses, civil partners and infant children, or stepchildren as required by

Section 822 of the Companies Act 2006 There were no changes in the beneficial interests of the directors in the Company's
shares between 31 December 2009 and 9 March 2010
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Information subject to audit
Remuneration of executive directors’ year ended 31 December 2009
Detalls of the payrments made to executive directors in respect of the year ended 31 December 2009 are shown below

Salary & Annual

fees bonus Other Benefits® Total Total

2009 2009 payments 2009 2009 2008

£ £ £ £ £ £

Robert Schofield™® 643,530 133,821 — 20,616 797,967 658,463
Paul Thomas® 280,000 136,000 689,300 18,677 1,123,977 442 483
Tim Kelly@® 401,179 90,887 — 28,208 520,274 210,758
Jim Smart® 98,975 o — — 98,975 —

0 Included n the figure for Mr Schofield's salary & fees 1s a supplement in lieu of pension of £36,630 (2008 £34,920)

@ Retired as a director on 31 August 2009 Payments under salary & fees and benefits represent payments made to
Mr Thomas up to his retirement as a director The annual bonus of £136,000 represents a pro rata on target bonus Other
payments represent contractual entitliements under Mr Thomas' service contract and with the exception of payment in lieu of
holiday entitlement, are payable in 12 monthly instaments

® An addiional £8,006 was paid to Mr Kelly in the year for back dated salary relating to his appointment to the Board in 2008
Included in the figure for Mr Kelly's salary & fees 1s a pension supplement of £38,813

“ Apponted as a director on 19 October 2009 Included it the figure for Mr Smart’s salary and fees 15 a supplement i lleu
of pension of £7,585 Mr Smart was awarded no bonus in respect of 2009, however, his bonus for 2010 will be increased
proportionately to reflect his penod of employment to 31 December 2008

® Benefits include payments made in relation to housing, tax advice, pnvate health insurance and car and fuef cost

Remuneration of non-executive directors

The remuneration of the non-executive directors 1s detenmined by the Charrman and executive members of the Board, and the
remuneration of the Chairman 1s determined by the Remuneration Committee Detalls of the payments made to non-executive
directors are shown below

Total Total

fees fees

2009 2008

£ £

Dawvid Kappler 234,600 233,450
David Felwick CBE™ 70,750 71,875
Louise Makin™ 58,750 56,500
lan McHoul 70,000 69,375
David Beever® 60,250 53,710
Chnstine Cross 57,000 53,710
Charles Miller Smith® 30,875 —

' in November 2008, Mr Fetwick stepped down as Chairman of the Remuneration Committes and was replaced by Dr Makin
The fee as Chairman of the Committee passed to Dr Makin from that date

@ Charles Miller Smith joined the Group on 16 June 2009

@ Mr Beever became Chaiman of the newly established Finance Committee and received a fee as Charman of the Commuttee
with effect from October 2009

The bastc fee for a non-executive drector, which includes Committee Membership Fees, did not increase dunng the year
remaning at £57,000 {2008 £57,000) The basic fee for the Chairman of the Group also remained unchanged at £234,600
{2008 £234,600) The Charrman of the Remuneration Committee receves £10,500 and the Chairmen of Audit and Finance
Committees (constituted in 1 October 20089) receve £13,000 The senor independent director receives an additional fee of
£5,000 There are no changes to the fees for the Chairman and other non-executives for 2010

The Chairman and the other non-executive directors are not eligible to participate i the Company's bonus arrangements, share
option schemes, long-term incentive plans or pension arrangements
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Directors’ remuneration report contnued

Directors’ interest in share options

At the beginning of the year and at 31 December 2009, the following directors had options to subscnbe for shares of 1 pence
each granted under the terms of the Premier Foods plc Executive Share Option Scheme and Savings Related Share Option
Scheme

Adjusted
to take Lapsed/
Options Granted account of Cancelled Options  Adjusted

as at duning placing and dunng asat exercise
31 Dec 2008 the year open offer” the year31 Dec 2009 price Exercise pariod
Robert Schofield 1,108,9109 — 56,776 — 1,165,686 161 38p 2307 07-22 07 14
9,760 — 489 10,258 — 68 49p 0112 11-31 0512
— 25,2089 — — 25,208 36p 011212-31 0513
Paul Thomas?® 660,188 — 33,802 693,990 — 161 38p 2307 072207 14
2,938% — 150 3,088 — 186 45p 01121031 05 1
4,853 — 248 5,101 — 68 49p 011211-31 0512
Tim Kelly 9,760% — 499 10,259 — 68 49p 011211310512
— 25.208% — — 25,208 36p 011212-31 0513

™ Options adjusted on 18 August 2009 for the placing and open offer and firm placing which took place on 5 March 2009

@ Mr Thomas's awards under the ESOS lapsed on 31 August 2009 the date of his retirement from the Board

@ Opthons granted under the Premier Foods plc Executive Share Option Scheme The portion of the award relating to TSR-
based measures became partially exercisable in 2007 and the award lapsed to the extent performance condrtrons were not
met Under the rules of the award there 1s provision for one retest of EPS performance targets The retest of the EPS targets
following the 2008 year-end was considered by the Remuneration Committee and 1t was decided that the portion of the
award subject to EPS performance targets vested and became available for exercise

@ Ophons granted under the 2007 Premier Foods plc Savings Related Share Option Scheme

@ QOphons granted on 16 Cctober 2008, under the Premier Foods plc Savings Related Share Option Scheme These options
were cancelled dunng the year

® Qptions granted on 9 October 2009, under the Premier Foods plc Savings Related Share Option Scheme Exercise of these
options are not subject to any performance conditions

On 31 December 2008 the market price of ordinary shares of Premier Foods plc was 35 70 pence and the range dunng 2009
was 25 0 pence to 45 38 pence

There were no changes N the options held by the directors between 31 December 2009 and 9 March 2010 The Register of
Interests, which Is open to inspecticn, contans full detalls of directors’ shareheldings and options
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Co-Investment Plan

The following table shows the executive directors’ nterests in shares awarded under the Premier Foods Co-Investment plan

End of

penod when

Market qualifying

pnce Number of Maximum conditions

on date shares matching must

Award date of Award pledged Award be met

Robert Schofield 160507 315 50p 390,163 1,230,418" 16 0510
1504 08 125 50p 1,010,826 3,187,741 1504 11

09 06 09 40 5p 1,062,580 3,187,740 09 06 12

Paul Thomas 16 05 07 315 50p 196,721 520,379 16 0510
1504 08 125 50p 509,660 1,607,240 1504 11

09 06 09 40 5p 642,905 1,928,7149 0906 12

Tim Kelly 16 05 07 315 50p 59,000 315,360 16 05 10
1504 08 125 50p 157,350 841,066 1504 11

09 06 09 40 5p 555,095 1,665,284 0906 12

Jim Smart 131109 34 63p 750,000 2,250,000 131112

1 Options adjusted on 19 August 2008 for the placing and open offer and firm placing which took place n March 2009
® Mr Thomas’s awards under the CIP lapsed on 31 August 2009 the date of his retirement from the Board

Long-Term Incentive Plan

The following table shows the executive directors’ nterests in shares awarded under the LTIP pnor to the introduction of

the CIP

These figures represent the maximum potential award

End of

penod when

Market qualifying

price Lapsed conditions

ondate Awards held dunng Awards held must

Award date of Award 31 Dec 2008 the year 31 Dec 2009 be met

Robert Schofield 13 04 06 289 75p 198,155 198,155 — 1304 09
Paul Thomas 13 04 06 289 75p 114,973 114,973 - 130409
Tim Kelly 18 04 07 304 Q0p 72,685 72,685 — 1304 09

For awards made in 2006 vesting was subject to the fulfilment of TSR-based performance conditions measured over a three

year penad against appropnate comparators, and the achievement of EPS growth 2% above the UK Retail Price Index over the

performance perod

For awards in 2007 the performance conditions used for the LTIP were aligned to those used for the CIP and vesting was
therefore subject to a combinaticn of EPS growth and TSR-based performance conditions, as measured over a three-year
penod The vesting schedule for the CIP (as detalled above) would also apply

Following the end of the performance penod for the 2008 LTIP and PSP in 2009 the Committee determined that the required

TSR performance condittons had not been achieved and the awards lapsed in fult

Awards under the scheme were made in the year to senior management and the LTIP will continue to be the pnmary
performance incentive scheme for management below executive Board level
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Directors’ remuneration report continued

Pension entitlements
The following tables set out information on the defined benefit pension entitiements of the executive directors under the PFPS
and RHMPS

Increase

Total in accrued

accrued Increase in benefit during

Years benefit at accrued the year,

Age at service at 31 Dec benefit during excluding

31 Dec 31 Dec 2009 the year inflation

2009 2009 £ £ £

Robert Schofield 58 4 years 9,800 500 500
10 months

Paul Thomas!" 54 7 years 21,400 5,100 5,100
2 months

Tim Kelly 52 6 years 21,500 3,400 3,400
4 months

™ Retired as a director and left the scheme on 31 August 2009

For each director, the total accrued benefit at 31 December 2009 represents the annual pension that 1s expected 1o be payable
on eventual retirement, given the length of service and salary (subject to the earmings cap) of each director at 31 December
2009 The increase In accrued benefit earned dunng the year represents the increase In this expected penston {ncluding the
effect of inflation) when compared with the position at 31 December 2008

The Increase in accrued pension excluding the effect of inflation over the year Is also shown

Schedule 8 of the Large and Medium-sized

Requirements underr Companies and Groups (Accounts and Reports) Regulations 2008 The Listing Rules
Increase in Transfer value

Transfer value at Transfer value at transfer value of of the increase

31 Dec 2008 of total 3 Dec 2009 of total accrued benefit in accrued benefit,

accrued benefit Accrued benefit during the year excluding inflation

£ £ £ £

Robert Schofield 124,200 142,600 18,400 6,600
Paul Thomas" 179,000 264,800 85,800 63,000
Tim Kelly 237,500 341,800 96,100 41,100

% Retired as a director and left the scheme on 31 August 2009
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All transfer values have been calculated in accordance with
regulation 7 to 7E of the Occupational Pensions Schemes
(Transfer Values) Regulations 1996 and subsequent
amendments The transfer values of the accrued entitlement
represent the value of assets that the pension scheme would
need to transfer to ancther pension provider on transfernng
the scheme’s hability in respect of the director’s pension
benefits They do not represent sums payable to indwidual
directors and therefore cannot be added meaningfully to
annual remuneration

For each director, the increase in transfer value of accrued
benefits under the requirements of Schedule 8 of the Large
and Medium-sized Companies and Groups (Accounts and
Reports) Regulations 2008 1s the transfer value of the total
accrued benefit at 31 December 2009 less the corresponding

www premierfoods co uk

transfer value at 31 December 2008 less contributions
made by the director dunng the period The transfer value
of the Increase In accrued benefits under the Listing Rules
1s the transfer value at 31 December 2009 of the increase In
accrued benefits dunng the penod {excluding inflation) less
contrbutions made by the directors during the penod

The transfer values disclosed above do not represent the
sum paid or payable 1o the indiwmdual director Instead, they
represent a potential hability of the pension, scheme

e el L_Qk)\'(;'{/

Dr Louise Makin

Chairman of the Remuneration Committee
Premier Foods plc

9 March 2010
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Independent auditors’ report to the members of Premier Foods plc

The Group

We have audited the Group financial statements of

Premier Foods plc for the year ended 31 December 2009
which compnige the consclidated income statement, the
consolidated statement of comprehensive income, the
consolidated batance sheet, the consohdated statement of
cash flows, the consolidated statement of changes n equity
and the related notes The financial reporting framework
that has been appled in theirr preparation 1s applicable law
and Internationat Financial Reporting Standards (IFRSs} as
adopted by the European Union

Respective responsibilities of directors and auditors
As explamed more fully In the statement of directors’
responsibilties set out on pages 52 to 53, the directors

are responsible for the preparation of the Group financiat
statements and for being satisfied that they give a true

and fair view Qur responsibility 1s to audit the Group
financial statements n accordance with applicable law and
International Standards on Auditing (UK and treland) Those
standards require us to comply with the Auditing Practices
Board's Ethical Standards for Auditors

This report, including the opinions, has been prepared

for and only for the Company’s members as a body in
accordance with Chapter 3 of Part 16 of the Companies

Act 2006 and for no cther purpose We do not, in giving
these opinions, accept or assume responsibility for any other
purpose or to any other person to whom this report 18 shown
or Into whose hands it may come save where expressly
agreed by our pnor consent in witting

Scope of the audit of the financial statements

An audit Involves obtaining evidence about the amounts
and disclosures in the financial statements sufficient to
gve reasonable assurance that the financial statements
are free from matenal misstaterment, whether caused by
fraud or error This includes an assessment of whether
the accounting policies are appropnate to the Group's
crcumstances and have been consistently appled and
adequately disclosed, the reasonableness of significant
accounting estimates made by the directors, and the overall
presentation of the financial statements

Opmion on financial statements

In our opimion the Group financial statements

* give a true and far view of the state of the Group’s affars
as at 31 December 2009 and of its profit and cash flows
for the year then ended,

* have been properly prepared in accordance with IFRSs as
adopted by the Eurcpean Union, and

* have been prepared n accordance with the requirements
of the Companies Act 2006 and Article 4 of the IAS
Regulation
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Opimion on other matters prescnbed by the Companies

Act 2006

In our opinion

¢ the information given in the directors’ report for the financial
year for which the Group financial statements are prepared
15 consistent with the Group financial statements, and

 the information given in the nsk management section set
out on pages 36 to 41 and the corporate governance
statement set out on pages 55 to 60 in the “Annual report
and accounts 2009” with respect to internal control and nsk
management systems and about share capital structures 1s
consistent with the financiat statements

Matters on which we are required to report by exception
We have rnothing to report in respect of the following
Under the Companies Act 2006 we are reguired to report to
you if, in our opinicn
e certain disclosures of directors’ remuneration specified by
law are not made, or
* we have nct received all the information and explanations
we require for our audt, or
* a corporate governance statement has not been prepared
by the Parent Company !

Under the Listing Rules we are required to review

= the directars' statement, set out on page 54, n relation to
going concern, and

« the part of the corporate governance statement relating to
the Company’s compliance with the nine provisions of the
June 2008 Combined Code specified for our review

Other matter

We have reported separately on the Parent Company
financial statements of Premier Foods plc for the year ended
31 December 2009 and on the information in the directors’
rem?atjq report that 1s descnbed as having been audited
Ranjan:gr'fskandan

(Semor Statutory Auditor)

for and on behalf of PncewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors

London

9 March 2010

Notes |
fay The mantenance and integnty of tha Prerier Foods plc website is the |
responsibility of the drectors  the work camed out by the auditors does not
involve consideration of these matters and, accordingly the auditors accept
no responsibility for any changes that may have occurred to the financial
statements since they were initially presented on the website

() Legsslation m the United Kingdom governing the preparation and

dissemnination of financial staternents may differ from legislation i other
junsdictions
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Independent auditors’ report to the members of Premier Foods plc

The Company

We have audited the Parent Company financial statements
of Prermier Foods plc for the year ended 31 December

2009 which comprise the Company Balance Sheet and the
related notes The financial reporting framework that has
been appled in their preparation is applicable law and United
Kingdom Accounting Standards {United Kingdom Generally
Accepted Accounting Practice)

Respective responsibilities of directors and auditors

As explained more fully in the statement of directors'
responsibilities set out on pages 52 to 53, the directors

are responsible for the preparation of the Parent Company
financial statements and for being satisfied that they give a
true and farr view Qur responsibility 1s to audit the Parent
Company financial statements in accordance with applicable
law and International Standards on Auditing (UK and Ireland)
Those standards require us to comply with the Auditing
Practices Board’s Ethical Standards for Auditors

This report, including the opinions, has been prepared

for and only for the Company’s members as a body n
accordance with Chapter 3 of Part 16 of the Companies

Act 2006 and for no other purpose We do not, n gving
these opinions, accept or assume responsibility for any other
purpose or to any other person to whom this report 1s shown
or into whose hands t may come save where expressly
agreed by our prior consent In witing

Scope of the audit of the financial statements

An audit involves obtaining ewdence about the amounts
and disclosures in the financial statements sufficient to

give reasonable assurance that the financial statements

are free from matenal misstatement, whether caused by
fraud or error This includes an assessment of whether the
accounting policies are appropnate to the Parent Company's
circumstances and have been consistently applied and
adeqguately disclosed, the reasonableness of significant
accounting estimates made by the directors, and the overall
presentation of the financial statements

Opinion on financial statements

In our gpinicn the Parent Company financial statements

* give a true and farr view of the state of the Company’s
affars as at 31 December 2009,

* have been properly prepared in accordance with United
Kingdom Generally Accepted Accounting Practice, and

* have been prepared in accordance with the requirements
of the Companies Act 2006

www premierfoods co uk

Opinion on other matters prescnbed by the Companies

Act 2006

In our opinion

e the part of the directors’ remuneration report to be audited
has been properly prepared in accordance with the
Companies Act 2006, and

¢ the informaton gven in the directors’ report for the financial
year for which the Parent Company financial statements are
prepared 1s consistent with the Parent Company financial
statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters

where the Companies Act 2006 requires us to report to you i,

IN our opiNicn

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

+ the Parent Company financial statements and the part of
the directors’ remuneration report to be audited are not In
agreement with the accounting records and returns, or

* certan disclosures of directors’ remuneration specified by
law are not made, or

* we have not recewved all the information and exptanations
we require for our audt

Other matter
We have reported separately on the Group financial
statements of Premier Foods plc for the year ended

Ky Dezm 32})09

Ranjan Sriskandan

{Senior Statutary Auditor)

for and on behalf of PncewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

9 March 2010

Notes

{a) The mantenance and mtegnty of the Premier Foods plc website 1s the
responsibility of the directors, the work camed out by the audtors does not
nvolve consideration of these matters and accordingly, the auditors accept
no responsibility for any changes that may have occurred to the financial
staterments since they wer wutially presented on the webaite

) Legislabon in the United Kingdom goverming the preparation and

dissermination of financial statements may differ from legislation in other
Junsdictions
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Consolidated income statement

Year ended Year ended

31 Dec 31 Dec

2009 2008
(Restated)'

Note £m £m

Continuing operations

Turnover 4 2,661 0 2,6036
Cost of sales {1,863 0) {1,813 5)

Gross profit 7980 784 1
Selling, marketing and distnbution costs {356 0) {351 0)
Administrative costs {253 2) {479 1)
Net other operating (expenses)/income {123) 46
Operating profit/{loss) 7 176 5 (41 4)

Betore exceptlional tems 2363 2551
Impairment of goodwill B - (194 4)
Other exceptional items [¢] 59 8) {102 1)
Interest payable and other financial charges g9 {179 8) (186 1)

Interest recevable and other financial Income g 113 416
Neat movement on far valuation of interest rate financial nstruments 2] 387 {218 9)
Profit/{loss) before taxation for continuing operations 467 404 8)

Taxation (charge)/credit 10 (6 8) 306
Profit/(loss) after taxation for continuing operations 399 {374 2
Loss from discontinued operations 12 14 7) {70 5)
Profit/(loss) for the year attributable to equity shareholders 252 {444 7)
Basic and diluted earnings/{foss) per share (pence)'? 1 12 {49 1)
Basic and diluted earnings/{loss) per share (pence) — continuing' 2 11 19 41 3)
Basic and diluted loss per share (pence) — discontinued? 11 07) (78)

Adjusted earnings per share (pence) — continuing' 22 11 58 14 4

1 The 31 December 2008 comparatives have been restated to reflect an increased share-based payment charge followang the amendment to IFRS 2

2 Comparatives have been restated to reflect the impact of the placing and open offer and firm placing in the year

3 Adjusted earnings per share 15 defined as trading profit less net regular interest payable, less a notional tax charge at 28% (2008 28 5%) dmided by the

weighted average number of ordinary shares of the Company

The notes on pages 81 to 122 farm an integral part of the consolidated financial statements
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Consolidated statement of comprehensive income

Year ended Year ended

31 Dec 31 Dec
2009 2008
{Restated)’
Note £m £m
Profit/toss) for the year 252 (444 7}
Other comprehensive iIncome
Actuanal {losses)/gains on pensions 26 {466 8) o562
Deferred tax cradit/(charge) on actuarial (losses)/gains on pensions 1321 (18 8)
Exchange differences on transtation 4 4) 108
Farr value movement on net investment hedge 57 199
Transtation reserves relating to disposals 13 {6 1) -
Net investment hedge relating to disposals 13 T2 -
Total other comprehensive income for the year {334 3) 283
Total comprehensive Income atinbutable to owners of the Company {309 1) {416 4)

1 Comparatives have been restated 1o reflect an increased share based payment charge following the amendment to IFRS 2

The notes on pages 81 to 122 form an integral part of the consolidated financiat statements
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Consolidated balance sheet

As at Ag at
31 Dec 31 Dec
2009 2008
Note £m £m
ASSETS
Non-current assets
Property, plant and equipment 15 6352 B389
Goodwill 16 1,371 3 1,371 3
Cther intangible assets 17 1,108.4 1,18695
Retirernent benefit assets 26 - 1637
Total non-current assets 3,114 9 3,333 4
Current assets
Assets held for sale 14 18 124 4
Inventories 19 2140 2388
Trade and other recevables 20 3470 3370
Financial assets — denvative financial Instruments 23 25 212
Cash and cash equivalents 28 194 4086
Total current assets 5847 7620
Total assets 3,6996 4,095 4
LIABILITIES
Current habilities
Trade and other payables 21 (485 Q) {539 8)
Financial labiities
— short-term borrowings 22 {152 5) {174 8)
— denvative financial nstruments 23 {162 4) {250 3}
— other financial labiities at fair value through profit or loss 23 {36 8) -
Accrued interest payable (137 {22 8)
Provistons 25 {159) {23 6)
Current iIncome tax labilties {25) (4 1)
Liabilities held for sale 14 - (56 5)
Total current habilibes (868 8) {1,071 9)
Non-current liabilirties
Financial labilities
— long-term borrowings 22 {1,232 0} {1,632 6)
Retirement benefit obligations 26 {428 5) {1752
Provisions 25 {31.0) {28 1)
Other labilities 97 27
Deferred tax labilties 24 {64 7) (193 1)
Total non-current labilities {1,765 9) (2,0317)
Total hiatnithes {2,634 7) (3,103 6)
Net assets 1,064 9 9918
EQUITY
Capital and reserves
Share capital 27 2490 85
Share premium 27 1,1247 7606
Merger reserve 27 8907 8907
Other reserves 27 (101) {23 0)
Profit and koss reserve 27 {964 5) {645 1)
Capitat and reserves atinbutable to the Company’s equity shareholders 1,064.8 9917
Minonty interest 27 0.1 01
Total sharehoiders’ funds 1,064 9 9918

The notes on pages 81 to 122 form an integral part of the consolidated financial staternents

n behalf of the Board of directors, who approved the financial statements on 9@ March 2010

/

ert S. Jim Smart
Irector and Duactor and
Chief Executive Chief Financial Officen
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Consolidated statement of cash flows

Year ended Year ended
31 Dec 31 Dec
2009 2008
Note £m £m
Cash generated from operating activities 28 2194 1883
Interest pard (162 5) (150 4)
Interest received 108 450
Taxation recewed 08 01
Cash inflow from operating activities 683 830
Sale of subsidianes i3 452 -
Purchase of property, plant and equipment (57.3) (129 8)
Purchase of intangible assets {27.6) 312
Sale of property, plant and equipment 94 264
Cash outflow from investing activrtias {30 3) {134 6}
Repayment of borrowings (438 8) (178 7}
Proceeds from borrowings - 2916
Proceads from securnisation programme - 22 4
Financing costs 28 {26.1) {202)
Proceeds from share issue 27 403 9 -
Share 1ssus costs 27 {24 3) -
Dmdends pad - {64 7)
Cash {outflow)/inflow from financing activities 853) 604
Net {outflow)/inflow of cash and cash equivalents {47 3) 88
Cash and cash equivalents at beginring of year 337 238
Effect of movement in foreign exchange {15) 11
Cash and c¢ash equivalents at end of year 28 (15 1) 337

The notes on pages 81 to 122 form an integral part of the consolidated financial statements
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Consolidated statement of changes in equity

Share Share Merger Cther Profit and Minonty
caprtal premium reserve reserves 1053 reserve interest Tota
£m £m £m fm £m £m £m
At 1 January 2009 85 7606 890.7 {23 0) {645 1) 01 9918
Profit for the year - - - - 252 - 252
Other comprehansive incoma - - - 129 {347 2) - (334 3)
Shares issued 158 3884 - - - - 4039
Cost of shares 1ssued - {24.3) - - - - {24 3)
Share-based payments - - - - 26 - 26
At 31 December 2009 240 1,124 7 8907 (30 1) {964 5) 0.1 1,064 9
At 1 January 2008 85 7606 8007 (31) (196 5) 01 1,460 3
Loss for the year’ - - - - (444 7) - {444 7)
Other comprehensive Income - - - {199) 482 - 283
Dmadends paid - - - - (54 7) - 54 1)
Share-based payments' - - - - 21 - 31
Tax on share-based payments - - - - 05 - (0 5)
At 31 December 2008 85 7606 890 7 {23 0) 645 1) 01 991 8

1 Comparatives have been restated 1o reflect an increased share-based paymert charge of £6 9m following the amendment to IFRS 2

The notes on pages 81 to 122 form an integral part of the consolidated financial statements
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Notes to the financial statements

Qaneral information

Prermier Foods plc {the “Company”} 1s a public mited company incorporated in England and Wales under the Companies Act 1985 (as
amended and restated), registered number 5160050, with its registered office at Prermier House, Centriem Business Park, Gnifiths Way,
St Albans, Hertfordshire, AL1 2RE The pnncipal actvtias of the Company and ts subsidianes (the “Group") are food manufactunng,
progessing and distnbution Further information about the Group s activities can be found in the “Group at a glance™ section of this
annual report

These Group consclidated financial statements were authonsed for 1ssue by the Board of directors on 9 March 2010

Accounting policies

The principal accounting policies appled in the preparaticn of these consolidated financial statements are set out below These policies
have been conststently applied to all the years presented, unless otherwise stated

21 Basis of preparation

The Group consclidated financial statements have been prepared on the going concern basts, which assurnes that the Group will
continue to be able to meet its habilties as they fall dus for the foreseeable future In 2008, the report of the auditors was ungualfied
but contained an emphasis of matter in respect of the Group’s ability to continue as a going concern The matenal uncertanty, as
descnbed in note 2 1 of the Group's financial statements for the year ended 31 December 2008, has been addressed following the
resolution passed at the Extraordinary General Mesting on 23 March 2008 to approve the placing and open offer and firm placing See
note 27 for further detaills

The consolidated financial statements of Premier Foods plc have been prepared 1n accordance with international Financial Reporting
Standards {*IFRS") as endorsed by the European Union {*EU", International Financial Reporting Intemretation Committee (*IFRICT
interpretations, and the Companies Act 2006 applicable to companses reporting under IFRS, and on the histoncal cost basts with the
exception of dervative financial instruments, defined benelit pension schemes and share-based payments which are incorporated
using far valug The prin¢ipal accounting policies adopted ars set out below

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting estimates i also requires
management to exercise its judgement in the process of applying the Group's accounting policies The areas invoiving a higher degree
of judgement or complexity, or areas whera assumptions and estimates are significant to the consolidated financial statements are
disclosed in note 3

The following accounting standards and interpretations, 1ssued by the International Accounting Standards Board {JASB) or IFRIC, are
affactive for the first time 10 the curent financial year and have been adopted by the Group

1AS 1 (Revised) — “Preseration of financial statements”

IFRS 2 (Amendment) — “Vesting conditions and cancellations”

IFRS 7 (Amendment) — “Financial instruments disclosures”™

IFRS 8 — “Operating segments”

1AS 23 (Revised) — “Bomowing costs”

IFRS 1/1AS 27 — "Cost of an Investment in a subsichary, jontly controlled entity or associate”

IAS 1/1AS 32 (Amendment} — “Puttable financial instruments and cbligations ansing on a iquidation®
1AS 39 — "Financial Instruments  recognition: and measurement”

IFRIC 9/1AS 39 {Amendment) — “Embedded dernvatives”

IFRIC 13 — “Customer loyalty programmes”™

IFRIC 14 — “IAS 19 — The rmit on a defined benefit asset, minimum funding requirements and therr Imeraction”

The application of internaticnal Accounting Standard {*1AS”)} 1 (Revised) has resulted in the Group presenting both a consolidated
statement of comprehensive mcome and a consolidated statement of changes in equity as pnmary statements The consohdated
statement of changes n equity presents all changes 0 equity, and the consolidated statement of comprehensive iIncome presents all
changes n finangial posttion other than through transactions with owners This presentation has been applied in these consolidated
fnancial statements for the year ended 31 December 2009 Comparative information has been represented so that it 1s also m
conformity with the revised standard

IFRS 2 (Amendment) — "Vesting conditions and cancellations™ has been implemented dunng the year and the pnor year results have
bean restated The effect of this restatement has been to increase administrative costs and therefore increase the operating loss for the
yoar ended 31 December 2008 by £0 9m and to increase the charge to the profit and loss reserve by the same amount

The impact of the applcation of IFRS 8 1s disclosed 1 note 4

The apphcation of the remaining standards and interpretations has not had a matenal effect on the net assets, results and disclosures
of the Group
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Notes to the financial statements continued

2 Accounting policies continued

New standards and interpretations not appled
Up to and dunng the year ended 31 December 2008, the IASB and the IFRIC have 1ssued the following standards and interpretations
with an effective date {as endorsed by the EU) after the date of these financial statements

Effective for accounting penods
beginning on or after

International Financial Reporting Standards

IFRS 1 {Revised) First time adoption of IFRS 1 July 2009
IFRS 3 {Rewvised) Business combinations 1 July 2009
IAS 27 {Rewvised} Consolidated and separate financial statements 1 July 2009
IFRS 1/1AS 27 Cost of an investment in a subsidiary, jointly controlled entity or assocate 1 July 2009
{(Amendment)

IAS 39 (Amendment} Financial instruments recognition and measurement on eligible hedged tems 1 July 2009
IAS 32 {Amendment} Financial instruments  presentation on classificatton of nghts 1ssues 1 February 2010
International Financial Reporting Interpretations Committee

IFRIG 15 Agreement for the construction of real estate 1 January 2010
IFRIC 16 Hedges of a net investment in a foreign operation 1 July 2009
IFRIC 17 Distnbutions of non-cash assets to owners 1 July 2009
IFRIC 18 Transfers of assets from customers 31 October 2009

These standards will be adopted by the Group in future accounting penods Thea impact of the application of the amendment to IFRS 7
1s disclosed i note 23

The drectors do not anticipate that the adoption of any of these standards and interpretations will have a matenal impact on the
Group's financial statemants

The following standards and amendments to published standards have not been endorsed by the EU

International Financial Reporting Standards

IFRS 1 (Amendment) Additional exemptions

IFRS 1 (Amendment) First tme adoption

IFRS 2 (Amendment) Share-based payments — Group cash-settled share based payment transactions
IFRS 9 Financial instruments

IAS 24 {Amendment) Related party disclosures

International Financial Reporting Interpretatons Committee

IFRIC 14 {(Amendment) Prepayments of a minmum funding requirement

IFRIC 19 Extinguishing financial labilities with equity instruments

22 Basis of consolidation

The consolidated financtal statements include the ftnancial statements of Premier Foods plc and entities controllied by the Company
{its subsidianes) up to 31 December each year Control ts achieved where the Company has the power to govern the financial and
operating polcies of an Investee entity sc as to obtain benefits from its actmties

The purchase method of accounting 1s used for all acquistions

On acquisition, the assets and habilities and contingent labilites of a subsidiary are measured at ther far values as at that date Any
excess of the cost of acquisition over the fair values of the identrfiable net assets acquired 1s recorded as goodwaill

The results of subsidianes acquired or disposed of during the year are Included in the consolidated iIncome statemaent from the
effective date of acquisition or up 1o the effective date of disposa), as appropnate Upon completion of the Group's fair value exercise In
accordance with [FRS 3 “Business Combinations™ (*IFRS 3" in the 12 months following acguistion, comparatives are restated for tha
final {ar vatue adjustments In addition, comparatives are also restated to reclassity disposed businesses Into discontinued operatons

Accounting policies of subsidianes have been changed where necessary to ensure consistency with the policies adopted by the Group
All inter-Group transactions, balances, ncome and expenses are eimmated on consoldation

23 Tumover

Turnover comprises the Invoiced value for the sale of goods net of sales rabates, discounts, value added tax and other taxes directly
attnbutable to turnover and after eliminating sales within the Group Turnover 15 recognised when the outcome of a transaction can be
measured reliably and when # 1s probabla that the economic benefits associated with the transaction will flow to the Group Turnover s
recognised on the fcllowing basis

(1) Sale of goods
Sales of goods are recognised as turnover on {ransier of the nsks and rewards of ownership, which generally coincides with the time
when the merchandise 1s delivered to customers and title passes

{u) Sales rebates and discounts

Sales rebates and discount reserves are established based on management’s best estimate of the amounts necessary to meet
claims by the Group's customers In respect of these rebates and discounts The provision 1S made at the time of sale and released, if
unutiised, after assessment that the likelihood of such a clam being made has become remote

82 Premier Foods plc Annual report and accounts 2009 Stock code PFD




Accounting pohcies continued

24 Segmental reporting

Operating segments are reported N a manner consistent with the internal reporting provided to the Chief Operating Decision Maker
The Chief Operating Dacision Maker 1s responsble for allocating resources and assessing performance of the operating segments See
note 4 for further details

25 Share-based payments

The farr value of employee share option plans s calculated using an option-pncing model In accordance with IFRS 2 "Share-based
Payment™ (“IFRS 2"}, the resultng cost 1s charged to the income statement over the vesting period of the options The amount of the
charge 15 adjusted to reflect expected and actual levels of options vesting

26 Foreign currency translation

Transactions in foreign currencies are recorded at the rate of exchange at the date of the transaction Monetary assets and liabilities
denominated in forexgn currencies are translated into sterling, the Group’s presentational currency, at rates of exchange ruling at the
end of the financial year

The results of overseas subsidianes with functional currencies other than in stering are translated into sterling at the average rate

of exchange ruling In the year The balance sheets of overseas subsidianes are translated into stering at the closing rate Exchange
differences ansing from retranslation at vear end exchange rates of the net investment in foreign subsidianes are recorded In reserves as
a separate component of equity When a foraign operation 1s sold exchange differences praviocusty taken to equity are recogrised in the
income statement as part of the gan or loss on sale

Goodwill and farr vatue adjustments ansing on the acquisition of a foreign entity are treated as assets and labilties of the foreign entity
and translated at the closing rate

All ather exchange gains or losses are recorded in the income statement

27 Dwmdends
Dividend distnbution to the Group's shareholders 1s recognised as a hability in the Group’s financial statements in the penod In which the
dividends are approved by the Group's shareholders, and for intenm dmdends, in the penod in which they are paid

28 Property, plant and equipment (“PPE”)

Property, plant and equipment 1s infially recorded at cost Subsequent expenditure 1s added to the carrying value of the asset when it
is probabile that ncremental future economic benefits will transfer to the Group  All other subsequent expanditura 1s expensed in the
period 1t 15 mncurred

Differences between the cost of each dem of PPE and ts residual value are wntten off over the estimated useful Ide of the asset
using the straight-ine method Rewiews of the estimated remaring useful Ives and residual values of individual productive assets are
performed annually, taking account of commarcial and technological obsolescence as well as normal wear and tear Freehold land 1s
not depreciated The useful economic ives of owned assets range from 20 to 50 years for butldings, and 3 to 35 years for vehicles,
ptant and equipment

All tems of PPE are reviewed for imparrment when there are incdications that the carrying value may not be fully recoverable

29 Business combinations and goodwill

On the acquisition of a business, far values are attnbuted 1o the tangible and intangible assets and labilities acquired Goodwill arises
when the fair value of the consideration for a business exceeds the far valus of the aggregate of the net assets acquired Goodwill
ansing on acquistions 1s caprtalised and subject to Imparment review, both annually and when there are indications that the carrying
value may not be recoverable

iterns of PPE acquired as part of a business acquistion are stated at far vatue at the date of acquistion using a rmarket vatue or
depreciated replacement cost model

On acquistion, the Group undertakes a review of the accounting policies of the business acquired to ensure compliance both with
IFRSs and the accounting policies of the Group

210 Intangible assets
In addition to goodwil, the Group recognises the following intangible assets

Acquired intangibles

Acquired trade marks, brands, customer relationships, licences, recipes and similar assets that ara controlled through custody or legal
rights and that could be sold separatsety from the rest of the business are capitalised, where fair value can be reliably measured A
reputabla independent specialist performs the valuations All of these assets are considarad to have finite Iives and are amortised on a
straight-ine basis over ther eshmated useful economic lives that range from 7 to 40 years

Research and development
Research expenditure I1s charged to tha ncome statemert in the year in which it 1s incurred

Costs incurred in developing a product, typically its recipe or packaging, are charged to income in the year in which they are incurred
unless the future economic benefits of the project can be regarded as reasonably certain and are in accordance with IAS 38 “Intangble
Assets” ("IAS 387), in which case they are capitalised and amortised over thew estmated useful economic Ives
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Notes to the financial statements continued

2 Accounting policies continued

Software development costs

Assets acquired or miernally developed, such as software, are captalised when the future economic benefit 1s reasonably assured
and the criteria within 1AS 38 are met Software development costs are caprtalised and amortised over tharr estrmated useful lives ona
straght-line basis over a range of 3 to 10 years

211 Impairment
The useful economic Iives of Intangible assets are determined, based on a review of a combination of factors including the asset
ownership nghts acquired and the nature of the overall product Iife cycle

Intangsble assets and property, plant and equipment are tested for impairment when an event that might affact asset values has
occurred An impairment 10ss 1s recognised, In the income statement, to the extent that the carrying amount cannot be recovered ether
by seling the asset or by the discounted future earnings from operating the assets In accordance with IAS 36 "Impatrment of Assets”

Intangible assets with finite ives are subject to impairmeant testing on indication of Impairment Goodwill s tested annually for
impairment  Any impairment losses are watten off imymediately

212 Interest
(1) Interest expense
Borrowing costs are accounted for on an accruats basis in the iIncome statement using the effective interest method

{n) Interest income
Interest income Is recognised on a time proportion basis, taking nto account the prncipal amounts cutstanding and the Interest rates
applcable, taking nto consideration the interest element of denvatives

213 Leases

Assets held under finance leases, where substantially all the nsks and rewards of ownership are transferred to the Group, are
captalised and ncluded in property, plant and equipment at the lower of the minimum lease payments or farr value Each asset is
depreciated over the shorter of the lease term or its estimated useful ife on a straght-line basis Obligations refating to finance leases,
net of finance charges in respect of future periods, are Included under borrowings The interest element of the rental obligation 1S
allocated to accounting pericds dunng the lease term to reflect a constant rate of interest on the remaining balance of the obligation for
gach accounting period

Rental costs under operating leases are charged to the ncome statement on a straight-line basis over the lease period

214 Inventones

Inventory is valued at the tower of cost and net realisable value Where appropnate, cost includes production and other attributable
overhead expenses as described in IAS 2 “Inventonies” Cost is calculated on a first in, first out basis by reference to the invoiced value
of supplies and atiributable costs of bnnging the iInventory to its present location and condition

All inventones are reduced to net realisable value where the estmated selling price 1s lower than cost

215 Taxation
The charge or credit for taxation 1s based on the proft or loss for the year and takes into account deferred taxation

Deferred taxation 1s accounted for in respect of temporary differences between the carrying amount of assets and labilities in the
financial statements and the corresponding tax bases used in computation of taxable profit Deferred taxation s not prowided on the
initial recognition of an asset or lability In a transaction, other than in a busingss combination, if at the tme of the transaction there 1s no
effect on ether accounting or taxable profit or loss

Deferred tax 1s measured at the tax rates that are expected to apply in the penods in which the asset or liability 15 settled based on
tax rates (and tax laws) that have been enacted or substantively enacted at the balance sheet date It 1s recognised in the iIncome

statement except when it relates to tems credited or charged directly to equity, n which case the deferred tax is also dealt with n

equity

Deferred tax assets are recogmsed to the extent that it 1s probable that future taxable profit will be available aganst which the
temporary difference can be utilsed Their carrying amount 1s reviewed at each balance sheet date on the same basis

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

216 Employee benefits

Group companies provide a numbar of long-term employee benefit arrangements, pnmanly through pension schemes The schemes
are generally funded through payments to insurance companies or trustee-adrninistered funds determined by periodic Independent
actuaral calculations The Group has both defined benefit and defined contnbution plans
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Accounting poltcies continued

Defined benefit plans
A defined benefit plan1s a pension plan that defines the amount of pension benefit that an employee will receive on retirement, usually
dependent on factors such as age, years of service and compensation

The labiity recognised in the balance sheet in respect of defined beneft pension plans 15 the present value of the defined benefit
obligat:on at the balance sheet date less the far value of plan assets, together with adjustments for actuanal gains or losses and past
service costs Defined benefit obligations are calculated annually by independent actuanes using the projected unit credit method
The present value of the defined benefit obligation 1s determined by discounting the estimated future cash outflows using yields of
high-quality corporate bonds that are denominated in the currency in which the benefits will be paid, and that bave terms to matunty
approximating to the terms of the related pension hability

Actuanal gains and Insses ansing from expenence adjustments and changes i actuanal assumptions are charged or credited to the
statement of comprehensive iIncome in the year In which they anse

Current service costs, past-service costs, administration costs, expected return on assets and interest costs are recognised
immediately in the income statement, unless the changes to the pension plan are conditional on the employees remaining in service for
a specified period of tme (the vesting penod) In this case, the past-service costs are amortised on a straight-line basis over the vesting
penod

Defined contrnibution plans

A defined comtribution ptan 1s a pension plan under which the Group pays fixed contributions into a separate entity, which then invests
the contnbutions to buy annuties for the pension habiihes as they become due based on the value of the fund, hence the Group has
no legal or constructive obligations to pay further contnbutions

Obligations for contrnbutions to defined contnbution pension plans are recognisad as an expense In tha mcoma statement as they
fall due

217 Provisions

Provisions are recognised when the Group has present legal or constructve obligations as a result of past events, it 1s probable that
an outflow of resources will be reguired to settle the obligations and a reliable estimate of the amount can be made Where the Group
expects a provision to be reimbursed, for example under an iInsurance contract, the rembursement 1s recognised as a separate asset
but only when the rembursernent 1s virtually certarn Wherae matenal, the Group discounts s provisions

218 Contingent habiities and contingent assets

A contingent liability 1s a possible obligation that anses from past events and the existence of which will only be confirned by the
occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the Group or the amount of
obligation cannot be measured raliably A contingent hability 1s not recogmised but 1s disclosed in the notes to the financial statements
When an outflow becomes probable, it 1s recognised as a provision

A contingent asset 1s a possible asset that ansas from past events and the existence of which will be confirmed only by the occurrence
or non-cccurrence of one or more uncertain events not wholly within the control of the Group Contingent assets are not recognised
but are disclosed in the notes to the financial statements when an inflow of economic benefits I1s probable When inflow 1s virtualty
certain an asset IS recognised

219 Fminancial instruments
Financial assets and financial labilities are recogrised on the Group’s balance sheet when the Group becomes a party to the
contractual provisions of the instrument

Trade and other receivables

Trade and other recevables are inhally measured at far vatue and subsequently measured at amortised cost less any provision for
imparment A provision is made for imparrment when there s objective evidence that the Group will not be able to collect all amounts
due according to the terms of the recevables Trade and other receivables are discountad when the time value of money 1s considered
matenal

The nghts and obligations relating to those trade recevables that have been sold to third parties are de-recogrised from the balance
sheet where the nsks and rewards of ownership are considered to have transferrad Cash recewved from third parties in exchange for
the transfer of ownership 1s recorded within cash and cash equivalents with the cost of financing prior to settlement by the customer
recorded as interest on an accruals basis Amounts receved from customers for receivables in respect of which title has transferred,
for example under the debtors securtisation programme, represent amounts owed to the transferee and are recorded as shor-term
borrowings

Cash and cash equivalents

Cash and cash equivalents, with onginal matunties at nception of less than 80 days, compnse cash on hand and demand deposits,
and other short-term highly iguid nvestments that are readily corvertible to a known amount of cash and are subyect to an msignificant
risk of changes in value

For the purpose aof the statement of cash flows, cash and cash equivalents compnse cash at bank, cash in hand, short-term deposits
with an onginal matunty of three months or less held for the purpose of meeting short-term cash commitmants and bank overdrafts
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Notes to the financial statements contined

2 Accounting policies continued

Francial habilities and equity

Financial labilities and equity instruments issued by the Group are classified according to the substance of the contractual
arrangements entered into and the defintions of a financral hability and an equity Instrument An equity Instrument is any contract that
evidences a residual Interest In the assets of the Group after deducting afl of its kabilities The accounting policies adopted for specific
financial habiittes and equity Instruments are set out below

Bank borrowings

Interest-beanng bank loans and overdrafts are measured initally at far value and subsequently at amortised cost, using the effective
interest rate method Any difference between the proceeds (net of transaction costs and inclusive of debt issuance costs) and the
settlement or redemption of borrowings 1s recognised over the term of the borrowings in accordance with the Group's accounting
policy tor borrowing costs

Trade and other payables
Trade and other payables are inttially measured at far valus and subseguently measured at amortised cost Trade payables and other
labilities are discounted when the tme value of money is considered matena)

Equity instruments
Equity instruments 1ssuad by the Company are recorded at tha proceeds received, net of directly attributable issue costs

Denvative financial instruments

Dernvatives embedded in other financial Instruments or other host contracts are treated as separate denvatives when therr nisk and
charactenstics are not closely related to those of the host contracts and the host contracts are not carned at fair value, with unrealised
gains or losses reported In the Income statement Denvatives are inhally recognised at far value on the date a dervativa contract Is
entered into and are subsequantly remeasured at therr far value Movements in far value of foreign exchange dernwatives are recognised
within other operating income and expense and those relating to interest rate swaps are recorded within the net movement on farr
valuation of interest rate financial nstruments

Other items at fair vaiue through profit or loss

Other tems at fair value through profit or loss are initially recognised at far value on the date the contract 1s entered into and are
subsequently remeasured at their farr value Movements in far value are recorded within the net movemant on far valuaton of interest
rate financial Instruments See notes 9 and 23 for further detaills

Net investment hedge

Any gain or loss oh the hadging Instrument relating 1o the effective portion of changes i the fair value of derivatives that are designated
and qualty as net investment hedges 1s recognised in equity The gam or loss relating to the ineffectve portion i1s recognised
immediately in the incoms statement withun other operating income and expenditure

2 20 Investment in own shares
Investments in own shares are shown as a deduction in shareholders’ funds

3 Cntical accounting policies, estimates and judgements

The following are areas of particular significance to the Group's financial statements and includs the application of judgement, which 1s
fundamental to the compilation of a set of financia! statements

31 Pensions

The present value of the Group’s pension obligations depends on a number of actuanal assurnptions The prnmary assumptions used
nclude the expected long-term rate of return on invested funds, the discount rate applicable to scheme labilities, the long-term rate of
inflation and estimates of the mortality applicable to scheme members

At each reporting date, and on a continuous basis, the Group reviews the macro-econornic, Company and scheme specific factors
nfluencing each of these assumptions, using professional advice, in arder to record the Group's ongoing commitment and chiigation
to defined beneft schemes in accordance with IFRS One such assumption ts the assumption of montality rates and how these are
expected to change in the future If the Group’s assumptron on the mortality of its members was amended to assume an increase of
a further one year improvement n mortaiity, total labilities would increase by approximately 3 6% Each O 1% decrease or Increase in
bond yields would increase or decrease the deficit by a further £52m Each O 1% increase or decrease in the assumed inflation rate
would increase or decrease the deficit by a further £25m Each of the undertying assumptions is set out it more detail in note 26

32 Goodwill and other intangible assets

Impairment reviews in respect of goodwil are performed annually unless an event indicates that an imparment review 1s necessary
Impairment reviews in respect of Intangible assets are performed when an event indicates that an impairmant review 1s necessary
Examples of such triggenng events include a significant planned restructuring, a major change in market conditions or technology,
expectations of future operating losses, or a significant reduction In cash flows The recoverable amounts of cash-generating units
{("CGUs"} are determined based on the higher of realisable value and valus-in-use calculations These calculations require the use of
estmates

The Group has considered the impact of the assumptons used on the calculations and has conducted sensitivity analysis on the
impairment tests of the CGUs’ carrying values See note 16 for further details

Acquired trade marks, brands, customer relationships, recipes and similar agsets are considerad to have finte Iives that range from 7
to 40 years The determination of the useful lives takes into account certain quanttative factors such ag sales expectations and growth
prospects, and also many qualitative factors such as history and hertage, and market postioning, hence the determination of useful
Ives are subject to esttmates and judgement For further details see note 17
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Critical accounting policies, estimates and judgements continued

33 Advertising and promotion costs

Trade spand and promotional activity 18 dependent on market conditions and negotiations with customers Trade spend i1s charged
to the Income statement according to the substance of the agreements with customers and the terms of any contractual refationship
Promotional support 1s generally charged to the income statement at the bme of the relevant promotion These costs are accrued on
best estimates The actual costs may not be known until subsequent years when negotiations with customers are concluded Such
adjustments are recognised In the year when final agreement 1s reached

Expenditure on advertising 1s charged to the income statement when incurred, except in the case of arime costs when a particular
campaign 1s used more than once In this case they are charged m line with the arime profile

34 Exceptional tems

Exceptional tems are not explictly addressed under IFRS  Accordingly, the Group has defined exceptional tems as those termns of
sufficient financial significance to be disclosed separately in order to assist In understanding the financial performance achieved and
in making projections of future resuits Each of these tems relates to events or circumstances that are matenal and non-recuming In
nature, such as a major restructunng, disposai of a business or asset, or Integration of an acquisition See note 6 for further details

35 Secuntsation

The Group has sold the nghts and obligations relating to certain of its trade receivable balances under a receivables purchasing
agreement in order to achieve an overall lower cost of funding and permanently accelerate the generation of cash from working capital
Accounting for a sale of this nature s jJudgemental and dependent on ewidence of the substantive transfer of nsk and reward from the
Group to a third party In this nstance, transference of the two prnimary nsks, those of late payment and credrt 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-recognition of the recenvables subject to it will continue to be achieved, dependent upon ongoing review of the assessment
of nsk and reward transfer

36 Financial instruments
The Group uses a variety of denvative financial Instruments to manage the risks ansing from adverse mavements in nterest rates,
commodity prices and foreign currency

The Group has a policy of not applying hedge accounting to these denvatives {other than in the case of a Net Investment Hecige
against euro denominated assets) and taking any gain or loss on the movement of the fair values of denvatives to the Income
statement

Segmental analysis

IFRS 8 requires operating segments to be determined based on the Group’s internal reporting to the Chief Operating Decision
Maler ("CODM") The CODM has been determined to be the Chief Executive Cfficer and Chief Financial Officer as they are primarily
responsible for the allocation of resources to segments and the assessment of performance of the segments  Previously, segments
were determinad and presented in accordance with IAS 14 ' Segment Reporting”

The CODM usas trading profit, as reviewed at monthly business review meetings, as the key measure of the segments’ results as it reflects
the segments’ undertying trading performance for the penod under evaluation Trading profit 1s a consistent measure within the Group and
the reporting of this measure at the monthly business review meetings, which are organised according to product types, has been used to
identfy and determine the Group's operating segments Trading profit is defined as operating profit betore exceptional tems, amortisation
of intangible assets, the revaluation of foreign exchange and other dervative contracts under 1AS 32 and pension credits or charges in
relation to the difference between the expected return on pension assets, administration costs and nterast costs on pension habilities

Following the adoption of IFRS 8, the Group revised its operating and reporting segments The Group's operating segments were
ongnally defined as “Grocery”, “Hovis™, "Retaier Branded Chilled”, “Ireland” and “Meat-free” Certain of these aperating segments have
peen aggregated and the Group reports on three continuing segments within the busingss “Grocery”, “Howis” and "Other”

The Grocery and Ireland operating segments were previously aggregated into the Grocery reporting segment which sells ambient food
products The Group's Insh operations were transferred from the former Chilled & Ireland segment into the Gracery reporting segrment
as this reflects the fact that the businesses have similar economic charactenstics, sell similar products using similar distnbution
methods and share common customer types

In response 1o the significant strategic changes in the Insh customer base and the decision to rationalise the Insh operations (see note
B), the Group no tonger reports lreland internally as a separats operating segment to the CODM as it 1s now considered to be part of
the Grocery operating segment This has not impacted the reporting segments as the Grocery and Ireland operating segments were
previously aggregated

The Howis reporting segment compnses the Howis operating segment, which now includes the Charmwood Foods frozen pizza base
business from the former Chilled & Ireland segment The Howis segment sells bread, morning goods, flour products and frozen pizza bases

The Other reporting segment compnses the Retaler Branded Chilled and Meat-free operating segments, both from the former Chilled
& Ireland segment These businesses hava been included in the Other reporting segment as they do not meet the relevant quantitative
thresholds and do not have similar economic charactenstics and therefore can not be aggregated into therr own separate reporting
segment under IFRS 8 The Other segment includes businesses which sell chilled ready meals and cakes and Meat-free products

Comparative nformation has been restated to reflect these new segments
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Notes to the financial statements continued

4

Segmental analysis continued

The segment results for the year ended 31 Decemnber 2009 and for the year ended 31 December 2008 and the reconciiation of the
segment measures to the respective statutory tems included in the consolidated financial statements are as follows

Year ended 31 Dec 2009

Total for
Grocery Howis Other Group
£m £m £m fm
Turnover from continuing operations
External 1,5745 7416 3449 2,6610
Inter-segment 40 270 44 354
Result
Trading profit 256 0 4119 252 3231
Amortisation of intangible assets 787
Farr value movements on foreign exchange and other denvative contracts 63)
Pension financing charge 18)
Operating profit before exceptional items 2363
Exceptional items (59 8)
Operating profit 1765
Interest payable and other financial charges (179 8)
Interest recevable and other financial income 113
Net movement on far valuation of interest rata financial nstruments as7
Profit before taxation for continuing operations 467
Depreciation 272 170 8.1 523
Amortisation 439 183 16.5 787
tmpairment of assets held for sale - 10 - 10
Balance sheet
Segment assets 2,414 2 6940 564 0 3,672 2
Unallocated assets 27 4
Consolidated total assets 3,6996
Year encled 31 Dec 2008 {Restated)!
Total for
Grocery Howvis Other Group
£m £m £m £m
Turmover from continuing operations
External 1,502 2 7700 331 4 2,6036
Inter-segment 38 438 42 5186
Resuilt
Trading profit 2507 242 344 3083
Amortisation of intangible assets (76 7)
Farr value movements on foreign exchange and other denvative contracts 69
Pension financing credit 156
Operating profit before exceptional items 2651
Exceptional items (296 5
Operating loss (41 4}
Interest payable and other financial charges (186 1}
Interest recevable and other financial Income 416
Net movement on fair valuation of interest rate financial instruments (2189}
Loss before taxation for continuing operations (404 8}
Depreciation 271 159 77 507
Amortisation 419 183 165 767
tmpairment of PPE 01 13 - 114
Impairment of goodwill - 194 4 - 194 4
Balance sheet
Segment assets 2,4821 9298 616 ¢ 40279
Unallocated assets 67 5
Consolidated total assets 4,005 4

1 Comparatives have been restated to reflect the new segmental reporting requirements under IFRS 8 and the increased share-based payment charge

following the amendment to IFRS 2
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4, Segmental analysis continued
Unallocated assets compnse cash and cash equivalents, taxation balances, derivative financial assets and head office assets

Inter-segment transters or transactions are entered into under the same terms and conditions that would be available to unrelated

third

parties As a consequence of extensive integration of the business, certain operating costs have been incurred centrally These costs
are allocated to reporting segments on an appropnate basis depending on the various cost dnvers and therefore the total segment

result 1s equal to the Group's total traching profit

Segment assets compnsea property, plant and equipment, goodwill and intangible assets, mventones, receivables and retirement benefit
assets and exclude cash and cash equivalents, denvative assets and certain Corporate assets that are not able to be allocated 1o the

Group's reparting segments

Revenues of approximately £503 7m and £349 5m (2008 £479 6m and £322 8m) are derved from two external customers Thess

revenues are attnbutable across the three reporting segments above

The Group pnmarily supplies the UK market, atthough it also supplies certan products to other European countnes and a number
other countries The following table provides an analysis of the Group's turnover, which 1s allocated on the basis of geographical m
destination and an analysis of the Group's non-current assets {(excluding retirement benefit assets) by geographical location

Continuing operations — turnover

of
arket

Year ended Year ended

31 Dac 31 Dec

2009 2008

m £m

United Kingtom 2,498 3 2,4335

Other Europe 134 9 144 6

Rest of world 278 255

Total for Group 2,6610 26036
Non-current assets

As at As at

31 Dec 31 Dec

2009 2008

£m £m

United Kingdom 3,049 9 3,103 3

Other Europe 650 66 4

Total for Group 3,114 9 3,169 7

5 Net other operating expenses/{income)

Year ended Year ended

31 Dec 31 Dec

2009 2008

£m £m

Loss/(gamn) on mark to market valuation of foreign exchange contracts and other dervatves 63 69
Loss on disposal of fixed assets 12 13
Net other operating expenses 48 10
Total net other operating expenses/{income) 123 4 6
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Notes to the financial statements continued

6 Exceptional tems

Dunng the year, the Group has seen a reduction i exceptional expenditure following the completion of its major administrative,
integration and manufactunng rationalisation programmes Expendture relating to the remaining elements of its restructunng

and integration programmes and costs associated with the refinancing of the Group, are the primary factors behind total non-recurnng
integration and exceptional costs during the year

Year ended Year ended

31 Dec 31 Dec

2009 2008

£m £m

Exceptional items — continuing operations

Integration of RHM UK operations @ 252 606
Integration of Campbell's UK operations b) 15 63
Integration of Insh operations {c) 23 60
Restructure of Meat-free operations {d) 12 35
Hows restructunng and other costs (e) 109 211
Other restructunng costs \il 60 42
Gan on property disposals (@ 41 21
Goodwill impairment {h) - 194 4
Total operating exceptional tems 430 294 0
Refinancing costs n 168 25
Total exceptional tems 598 2965

{a) Integration of RHM UK operations

On 16 March 2007, the Group acqutred RHM plc  During 2009, the Group has completed s factory closure programme but residual
costs were mcurred from the commissicning of equipment and production transferred to remaning Group manufactunng sites
Redundancy and restructuring costs have been incurred relating to the move of existing administrative functions to a Group-wide share
service centre (n Manchester and the integration of certain warehousing factities into other Group warehouses The current adverse
market conditions have also resulted in a charge to increase onerous property lease provisions

(b) Integration of Campbell’'s UK operations

On 14 August 2006, the Group acquired Campbell's Grocery Products Limited The charge during this year pnmanly related to

an increase N an onerous property lease prowision, agan drven by the current adverse market conditions The integration of the
manufactunng operations and warehousing facilties at King’s Lynn into the existing operations of the Group was largely completed in
the previous year

fc) Integration of Insh operations

The recession in Ireland has resulted in significant strategic changes by the Group’s Insh customer base, with moves to sourcing
products directly from the UK and a shift from primanly store-based trading to central purchasing and distrbution The Group has
responded quickly to these changes and on 1 December 2009, the Group announced its decision to rationalise part of its Insh
operations

In the previous yaar, restructunng costs were incurred after the Group completed the principal phases of integrating its Insh comparies
nto a single operating business

{d} Restructure of Meat-free aperations

Dunng the year, the Group has performed a strategc review of its Meat-free manufactunng faciities in order to address production
nefficiencies at ts chilled faciity at Methwold Costs have been incurred dunng the year on commercial supply chain restructuring
intiatives to address these 1ssues at Methwold The current year charge also included an increase in an onerous property lease
provision, again driven by the current adverse market conditions

In the previous year, the Group incurred commissioning costs from its Methwold site to enable the integration of chilled production for
Quorn and Cauldron products on a single site

{e}  Howis restructuring and other costs

The Hovis business has completed a number of restructuring projects in 2009 which involved headcount reductions through
organisational and structural changes, new warehouse technology and operating methods, supply chain management restructunng
initiatives and vanous compliance related intiatives  The current year charge also includes an imparrment recognised aganst our site
in Hull

The previous year exceptional charges also included an imparment of assets and redundancy costs relating to the closure of our
Rotherham mill, onerous lease costs for properties and iImparment recognised aganst certain plant and machinery relating to
discontinued production ines

f Other restructunng costs

This category incorporatas a vanety of other exceptional costs, Including redundancy and restructunng costs refating to other cost
reduction initiatives asscciated with our warehcusing netwaork, factory transformaton programme and other supply chain intiatives 1t
also includes traning bnked to the implementation of our new ERP software, professional fees and producticn commissioning costs

The previous year exceptional charges relate 1o costs associated with general business restructuring and factory transformation, the
restructunng of our warehousing network and supply chain, traning and a number of complance related intiatives
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6 Exceptional tems continued

{g) Gamn on property disposals

The net disposal gain of £4 1m in the year pnmarity relates to the disposal of our site at King's Lynn  The gam in the previous year
related to the disposal of sites and plant and equipment in Brstol, Droylsden, Middlewich, Wythenshawe and Stoke in the UK and
Thurles In the Republic of Ireland

{h} Goodwill impairment
An impairment charge of £194 4m was recogmised in the year endad 31 December 2008 against the goodwill allocated to the Howis
CGU duse to the significant increase in tha discount rate used to calculate the recoverabte amount of the Hows CGU

{1) Refinancing costs
Adwvisory fees have been incurred dunng the year relating to the placing and open offer and firm placing {see note 27), amended lending
agreements (see notes 9 and 22}, renegotiation of interest rate swaps and new pensions framework

7 Operating profit/(loss) for continuing operations

7a.  Analysis of costs by nature
Year ended Year ended

$SOUISNQ NO

31 Dec 31 Dec
2009 2008
(Restated)!
£m £m
Cost of inventones sold 1,5127 1,463 3
Employee bensfits expense (note B) 5247 504 5
Depreciation of property, plant and equpment
— owned assets 521 505
— under finance leases 0.2 02
Amortisation of intangible assets
— software and licences 97 77
— brands and trade marks 343 343
— customer relationships 337 347
Impairment of inventory 42 56
Impairmant of assets held for sale 10 -
Impairment of property, plant and equipment - 114
Imparment of goodwill - 1944
Operating lease rental payments
— plant and machinery 171 212
— fand and buildings 135 88
Repairs and maintenance expenditure 572 5465
Research and development costs 37 51
Gain on disposal of property, plant and equipment/intangible assets (29) (0 8)
Net foreign exchange gan 00 (51
Auditor remunaration 38 22

malral ssauIsng
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1 The 31 December 2008 comparatives have been restated to reflect an incragsed share based payment charge followang the amendment to IFRS 2
Operating lease oblgations are further disclosed in note 29

7b  Auditor remuneration
Year ended Year ended

SJUBLUBIELS [RIDUBUIY

31 Dec 31 Dec
2009 2008
£m £m
Fees payable to the Company's audtors for the audit of the Parent Company

and consolidated financial statements 06 06

Fees payable 10 the Company's auditors and their associates for other services
— The audt of the Company's subsidianes, pursuant to legislation 06 07
— Other services relating to taxation - 02
— Other services pursuant to legistation - 01
-— Services relating to comporate finance transactions 23 31
Total auditor remuneration 35 47

Included within total tees pand to the auditors of €3 5m {2008 £4 7m}ware £2 3m (2008 £3 1m} of costs which were directly
attnbutable to the financing negotiations and equity raising detalled in notes 9, 22 and 27 In 2008, £2 5m out of the £3 1mrelating to
corporate finance transactions was held on the balance sheet In 2009, £2 2m of this amount was taken to share premium relating to
the 1ssue of shares and the balance was written off gving a total operating profit charge of auditors’ remuneration in 2009 of £3 8m
{2008 £2 2m)

In 2008, fees of £10,750 (2008 £48,855) were paid to the Company's auditors i respect of the audit and services In relation to ong of
the Group's pension schemes
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Notes to the financial statements contnued

8

92

Employees
Year ended Year ended
31 Dec 31 Dac
2009 2008
{Restated)'

£m m

Staff costs for the Group dunng the year for continuing operations
Wages and salaries 454 7 4292
Social securty costs 422 384
Termination benefits 125 156
Share options granted to directors and employees 28 31
Pension costs — defined contribution plans {note 26) 11 11
Pension current service costs — defined benefit plans (note 26) 16 171
Total staff costs 5247 504 5

1 The 31 December 2008 comparatives have been restated to reflect an increased share-based payment charge following the amendment to IFRS 2

Average monthly number of people employed {including executive directors) for continuing operations

Number Number
Management 564 583
Administration 1,874 1,857
Production, distnibution and other 13,661 13,473
Total average headcount 16,009 15,813

Directors’ remuneration {including retirement benefits accruing to the directors under defined benefit schemes) 1s disclosed in the
audited sections of the directors’ remuneration report on pages 61 to 73, which form part of these financial statements

Interest payable and recevable

On 5 March 2009, the Group announced revised financing arrangements including a share issuance, changes to lending agreements to
provide greater covenant and iquidity headroom and the extension of the matunty of the faciity These revised financing arrangements
were approved by ordinary shareholders at an Extragrdinary General Meeting on 23 March 2009

The amendments to the Group's Term and Revolving Credit Facilities included a rephasing of the factlities to provide addittonal liquichty
and covenant headroom and an extension of the matunty date to December 2013 The total facility as at 31 December 2009 was
£1,780m and will be amortised by £50m in both June and December of sach year until December 2013

In respect of these amendments to the existing faciites and arrangement of the new faciities, the Group incurred costs of £26 1m,
£3 Om of which were rmmediately charged to the income statement

On 5 March 2009, the Group amended the break clauses In one of its long dated swaps to make it consistent with other long
dated swaps

At the same tme the Group also restructured two other swaps Into one new swap which resulted In an amendment to the payment
terms and an amendment to the break clauses, being an optional break at August 2012 and a mandatory break at June 2013 The
terms were also amended such that it will now settle at ether break pont for a mark to market payment to the counterparty bank
As a result of these amendments, a new contract was recognised which compnses both an undertying host as well as embedded
denvatives This hybnd instrument was classified within a new class of financial labiiies being “Other financial habilties at far value
through profit or loss”

On 28 February 2008, the Group entered into a supplemental agreement with its banks amending certain terms of its Senior Term
Credit Facility and Revalving Credrt Facility Arrangement of 16 March 2007 The Group also converted the Acquisiion Iine of the
Secured Senior Working Capital Credit Facility into a £100m Working Caprtal ine and agreed an additional £125m of short-term facities
with three of its banks These short-term facilities were fully repaid on 23 December 2008 and the facilties terminated

In respect of these amendments to the existing facilities and arrangement of the new facilities, the Group incurred costs of £15 3m,
£12 1m of which were immediately charged to the income statement in the year to 31 December 2008

On 18 November 2008, the Group announced an agreement with its lending banks to defer its 31 December 2008 covenant test to
31 March 2009, pending a review of it capital structure Fees of £4 9m mcurred in relation to this were expensed In the year to
31 December 2008
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Interest payable and receivable continued

Year ended Year ended
31 Dec 31 Dec
2009 2008
£m £m
Interest payable on bank loans and overdrafts 167 350
Interest payable on termn facility 61.7 960
Interest payable on revolving faciity 126 296
Interest payable on interest rate dernvatves 607 -
Interest payable on interest rate financial labiities designated as other liabimes
at far value through profit or loss 17 -
Unwind of discount on provisions 10 09
Amgrisation of debt 1ssuance costs and deferred fees 126 76
1670 1691
Exceptional wnte-off of financing costs 30 170
Accelerated amortisation of debt 1ssuance costs 98 -
Total nterest payable and other financial charges 179.8 186 1
Interest receivable on bank deposits {10 6) {16 8)
Interest receivable on interest rate denvatives {07) (24 8)
Total interest receivable and other financial income {11 3) {41 6)
Movement on farr valuation of interest rate denvatives (75 5) 2189
Movement on fair valuation of interest rate financial habilihes designated as other
financial labilites at far value through profit or loss 368 -
Net movement on fair valuation of interest rate financial instruments 38 7) 2189
Net interest payable 1298 363 4

The fair value of interest rate swaps and other financial labilities at farr value through profit or loss has fallen from a £237 4m labiity at
31 Decernber 2008 to a £198 7m hability at 31 December 2009 resulting in a net credit of £38 7m for the year due to amortisation

{refer to note 23) offset by a change in the yeld curve The hiability at 31 December 2009 represents the net present value of the interest

cash flows calculated using the contracted fixed rates compared to the net present value of interest cash flows that would anse if the

interest was calculated on a floating basis

Tax on profit on ordinary activities
Analysis of the charge/{credit) for the year

Continuing  Discontinued
operations operations Total
£m £m £m

2009
Current tax
— Prior years {4 0) 14 {26)
Overseas current tax
— Current year 07 07 14
— Prior years {0.2) 09 07
Deferred tax {note 24)
— Current year 152 {15.8) {06)
— Prior years {4.9) - 49
Income tax charge/{credit) for the year 68 {12.8} {6 0)
2008
Current tax
— Current year - 09 09
— Prior years (7 6) 14 62
QOverseas current tax {current year) 28 - 28
Deferred tax (note 24)
— Current year {24 3) 02 (24 1)
— Prior years {1 5) 086 09)
Income tax (credit}/charge for the year (30 6) 31 (27 5)
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Notes to the financial statements continued

10  Tax on profit on ordinary activiies continued

Tax relating to tems recorded In equity for continuing operations was
Year ended Year ended

31 Dec 31 Dec

2009 2008

fm £m

Deferred tax charge on share options - 05
Deferred tax (credit)/charge on pension movements {117 7) 192
Current tax credit on pension movements {14 4) 04)
(1321) 193

The tax credit from continuing operations for the year differs from the standard rate of corporation tax in the UK of 28 0% for the year
ended 31 December 2009, and 28 5% for the year ended 31 December 2008 The reasons for this are explaned below

Year ended Year ended

31 Dec 31 Dec
2009 2008
(Restated)'
£m m
Profit/{loss) before taxation for continuing operations 46.7 {404 8)
Tax charge/{credit) at the domestic Income tax rate of 28% (2008 28 5%) 131 (115 4)
Tax effect of
Non-deductible exceptional tems 45 636
Other disallowable tems 03 15
Adjustment to reflect the abolition of tax relet for Industnal buitdings - 254
Adustment for share-basad pay 09 22
Adjustment due to current year deferred tax being provided at 28% - 12
Previously unrecognised losses utiised {2.9) -
Adjustments to pnor years {9 1) Q1)
Income tax charge/{credit) 68 (306)

1 The 31 Decernber 2008 comparatives have been restated to reflect an increased share-based payment charge following the amendment to {FRS 2

11 Earmings Per Share

Basic earnings per share has been calculated by divding the profit attributable to ordinary shareholders of £25 2m (2008 £444 7m
loss) by the weighted average number of ordinary shares of the Company

Year ended 31 Dec 2008 Year ended 31 Dec 2008
(Restated)'
Dilutive effect Dilutive effect
of share of share
Basic options Diluted Basic options Diluted
Continuing operations
Profit/(loss) after tax {Em) 99 - 309 (374 2) - (374 2)
Weighted average number of shares (m) 2,079 0 - 20790 905 3 - 805 3
Earnings/{loss) per share (pence) 19 - 1.9 (413) - 413
Discontinued operations
Loss after tax (£Em) {(147) - 147) {70 5) - (70 5)
Weighted average number of shares (m) 2,079 0 - 20790 905 3 - 905 3
L.oss per share (pence) 07 - 07 {8 - (78
Total
Profit/{loss) after tax (£m) 252 - 252 444 7) - (444 7)
Weighted average number of shares (m) 2,079 0 - 2,0720 9053 - 9053
Farnings/({loss) per share (pence) 12 - 12 (49 1) - (49 1)

1 The 31 December 2008 comparatives have been restated to reflect an Increased share based payment charge following the amendment to IFRS 2
2 Comparaives have been restated to reflect the impact of the placing and open atfer and firm placing n the year
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Eamings Per Share continued
Adjusted earmings per share {(“Adjusted EPS")

Adjusted earnings per share 1s defined as trading profit less net regular Interest payable, less a notional tax charge at 28 0% (2008
28 5%) dmded by the weighted average number of ordinary shares of the Company

Trading profit is defined as operating profit before excephional tems, amortisation of intangible assets, the revaluaton of forégn

exchange and other denvative contracts under 1AS 39 and pension credits or charges in relation to the difference betwesn the expected

return on pension assets, admimstraton costs and nterest costs on pension labiities

Net regular interest payable 1s defined as net interest after excluding non-cash tems, namely exceptionat wate-off of financing costs,
accelerated amortisation of debt issuance costs, far value adjustments on interest rate financial mstruments and the unwind of the

discount on provisions

Trading profit and Adjusted EPS have been reported as the directors believe these prowvide an atternative measurs with which the

shareholders can assess the Group's underlying trading performance

Year ended 31 December 2009

Continuing Discontinued Total
£m £m fm

Operating profit/{loss) 1765 (27 4) 1491

Exceptional tems 598 279 ar7

Operating profit before exceptional items 2363 05 2368
Pensicn financing charge 18 - 18
Far value movements on foreign exchange and other denwvative contracts 63 - 63
Amorhisation of intangible assets 787 - 787

Trading profit 3231 05 3236
Less net regular interast payable (154 7) - {154 7)
Adjusted profit before tax 1684 05 168 9
Notional tax at 28% (47 1) {01) @72
Adjusted profit after tax 1213 04 1217

Average shares in 1ssue (m) 20790 20790 2,0790

Adjusted EPS (pence) 58 - 58

Net regular interest payable

Net tnterest payable 1298 01 1299

Exclude exceptional write-off of inancing costs 30) - (30)
Exclude accelerated amortisation of debt 1ssuance costs (98) - 98)
Exclude far value adjustments on interast rate financial instruments 387 - 387

Exclude unwind of discount on provisions {(10) {01) {11)
Net regular interest payable 1547 - 154 7

Year ended 31 December 2008 {Restated)'

Continuing  Discontinued Total
m £m £m
Operating loss {41 4) 68 1) (109 5)
Exceptional items 296 5 719 3684
Operating profit before exceptional tems 2551 38 2589
Pension financing credit (15 86) - (15 6)
Fair value movements on foreign exchange and other denvative contracts 69) - 69
Amortisation of intangible assets 767 53 820
Trading profit 3093 a1 3184
Less net regular interest (payable)/recerable {126 6) 01 {126 5)
Adjusted profit before tax 1827 g2 1919
Notional tax at 28 5% (52 1) (2 6) 54 7)
Adjusted profit after tax 1306 66 1372
Average shares in issue (m} 905 3 9053 905 3
Adjusted EPS (pence) 14 4 o7 151
Net regular interest payable/(receivable)
Net interest payable/{receable) 363 4 on 362 7
Exclude exceptional write-off of financing costs (17 Oy - 70
Exclude far value adjustments on interest rate financial instruments (218 9 - (2189
Exclude unwind of discount on provisions and recewables 0 06 {03
Net regular interest payabla/{recevable) 126 6 {01 126 5

1 The 31 December 2008 comparatives have been restated to reflect an increased share-based payment charge foliowing the amendiment to IFRS 2
2 Comparatives have been restated to reflect the impact of the placing and open offer and firm placing i the year
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Notes to the financial statements contnued

1

12

Eamings Per Share continued

Dilutive effect of share optitons

The dilutive effect of share options is calculated by adjusting the weighted average number of ordinary shares outstanding to assume
conwersion of all dilutve potential ordinary shares The only dilutve potential ordinary shares of the Company are share options A
calculation 15 dene to determine the number of shares that could have been acquired at far value {determined as the average annual
market share price of the Company’s shares) based on tha monetary value of the subscnption nghts attached to the outstanding share
options

For the years ended 31 December 2008 and 31 Decernber 2008, thers Is no dilutive effect as the outstanding share options that could
have been acquired at fair value s less than the monetary value of the subscnption nghts attached to these options

The issug of 1,563,416,776 ordinary shares dunng the year has been included in determining the werghted average for the current year
(see note 27)

No adustment 18 made to the profit or loss in calculating undiuted and diluted earrings/loss per share

2009 2008
Number Number'

Waighted average number of ordinary shares for the purpose of basic earnings/iloss) per share 2,079,022,507 805,269,075
Effect of dilutive potential ordinary shares
— Share options - -

Waeighted average number of ordinary shares for the purpose of diduted earnings/{loss) per share 2,079,022,507 $05,269,075

1 Comparatives have been restated to reflect the impact of the placing and open offer and firm placing in the year

Discontinued operations

Dunng the year, the Group disposed of its speciality bakery businesses, Martine Spécialtés S A S (“Marting®), Le Pain Croustilant
{"LPC™) and Sofrapain S A S (“Sofrapan”) The sale of Martine and LPC completed on 2 March 2009 and the sale of Sofrapain
completed on 30 Apnl 2009

The results of the speciality bakery businesses are included in discontinued operations i the Group's consolidated income statement
up to the date effectiva control was transferred Effective control of Sofrapain was transferred on 6 February 2009 and for LPC and
Martine on 28 February 2009 The specialty bakery businesses were sold for £47 5m befors disposal costs The results of discontinued
operations tor the year are as follows

Year ended Year ended

31 Dec 31 Dec

2009 2008

£m £m

Turnover 214 1730
Qperating expenses (24 3) 241 1)
Operating loss before taxation (2.9) 68 1)
Interast payable {01) {03
Interast receivable - 10
Loss before taxation {3.0) (67 4)
Taxation charge {07) {31)
Loss after taxation on discontinued operations for the year 37 {70 5)
Loss on disposal before taxation {24 5) -
Tax credit on loss on digposal 135 -
Loss on disposal after taxation {(110) -
Total loss ansing from discontinued operations (14 7) (70 5)

The net loss In the previous year from dissonfinued operations includad the results of the speciality bakery businesses and property
proceeds, which the Group was entitled to under the terms of the sale of our Nethedands-based subsidiary, Jonker Fris BY, on
8 December 2005

Duning the year, discontinued operations contnbuted to a net outflow of £6 6m (2008 £16 2m inflow) to the Group's net operating
cash flows, and a £0 5m outflow to nvesting activities (2008 £4 Om outflow) and an outflow of £nil {2008 £0 3m outflow) In respect of
financing activities
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Disposal of subsidanes/businesses

Dunng the year, the Group disposed of its speciality bakery busingsses The impact on the results of the Group 1s disclosed in note 12
On the dates of disposal, the net assets of the businesses, the consideration and the loss on disposal were as follows

£m
Property, plant and equipment 365
intangible assets and goodwill 428
Inventones 9.2
Trade and other recevablas 240
Trade and other payables {41 5)
Prowisions and lsase obligations {49)
Pension obligation {09
Translation reserves ralating to speciality bakery businesses {6 1)
Net investment hedge relating to speciality bakery businesses 72
Net assets disposed 663
Less net consideration {41 8)
Loss on disposal before tax 245
Taxation credrt on loss on disposal {135
Loss on disposal after tax 110
Net cash inflow ansing on disposat
Inhial considaration 475
Disposal costs (23)
Net cash mflow for the year 452
In the previous year, £3 4m of disposal costs were paid for and classified within cash flow from operating actwities
Assets and habilittes held for sale
2009 2008
£m £m
Non-current assets
Property, plant and equipment 1.8 456
Goodwill - 153
Cther intangible assets - 275
Cther non-current assets - 04
Current assets
Inventories - a0
Trade and cther receivables - 266
Total assets held for sale 1.8 124 4
Current habilties
Trade and other payables - (LN}
Financial habilities — short-term borrowings - {04)
Current incoms tax habiities - {10)
Non-current habilities
Financial labilibes — long-term bormowings - {13)
Provisions - 30)
Other labikties - {06)
Deferred tax labilities - {92)
Total habilities held for sale - (56 5)
Net assets and liabilties held for salo 18 67 9

As at 31 December 2009, the non-operational property at Hull was classified as an asset held for sale This disposal has taken longer
than anticipated due to adverse market conditions, howevar, the contract for sale has been completed n January 2010

As at 31 December 2008, properties at King's Lynn and Hull were classified as assets held for sale and assets and habilites relating to
the speciality bakery businesses werg classified as held for sale following the recetpt of firm offers for these businesses
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Notes to the financial statements conunued

15  Property, plant and equipment

Lonhg Short Vehicles,
Freehold land leasehold land  leasehold land plant and
and buildings  and buldings  and buldings equipment Total
£m £m £m £m m

Cost
At 1 January 2008 1452 107 315 5172 704 8
Additions 48 - 04 1288 1340
Disposats {16) - @4 (46 7) 48 7)
Reclassifications - - 13 (13} -
Transferred to held for sale (10 4) {34) (1 6) (32 8} 482)
Forergn exchange 26 15 - 48 89
At 31 December 2008 1406 88 312 5700 7506
Additicns 71 - - 44.4 515
Disposals - - - {486) (46)
Reclassrications (0 8) - {0 1) 09 -
Foreign exchange - - - 1) o1
At 31 December 2009 146 9 88 311 6106 7974
Aggregate depreciation and impairment
At 1 January 2008 14 06 12 94 3 975
Depreciation charge for the year 68 08 10 47 9 565
Disposal 09 - {0 3} 437) (44 9)
impairment 23 - 18 75 1t 4
Reclassrication - - 11 {11) -
Transferred to held for sale (17) {16) 03) (68} (10 3)
Foreign exchange G4 07 - 04 15
At 31 December 2008 83 06 43 985 117
Depreciation charge for the year 57 05 08 45.3 523
Disposal - - - {17 (t7) ,
Foreign exchange - - - {0 1) {0 1)
At 31 December 2009 140 11 51 1420 1622
Net book value 31 December 2008 1323 a2 269 4715 638 9
Net book value 31 December 2009 1329 77 260 468 6 6352

The net book value of the Group's vetncles, plant and equipment includes an amount of £0 7m (2008 £0 9m} in respect of assets held
under finance leases

At 31 December 2009, the Group had entered into contractual commitments for the acquisition of property, plant and equipment
amounting to £14 8m (2008 £22 8m)

The imparment in 2008 of £11 4m mostly related to the closure of our mull In Rotherham and an impairment against certain plant and
machinery relating to discontinued production lnes The tmparment charge reflected the difference between the carrying value of
assets and therr expected recoverable amounts Recoverable amounts were determined on the basis of value In use or far value less
costs to selt

As at 31 December 2009, the rate used to discount the forecasted cash flows was 11 8% (2008 11 1%) No property, plant and
equipment were impaired in 2009

The Group's borrowings are secured on the assets of the Group including property, plant and equipment

98  Premuer Foods ple Annual report and accounts 2009 Stock code PFD




16

Goodwill

2009 2008
fm £m

Cost
At 1 January 1,371 3 1,648 5
Impairment — continuing - {184 4)
Impairment — discontinuing - (68 5)
Transferred to held for sale - {15 3}
At 31 December 1,371 3 13713

As a result of the Iintegration programme undertaken by the Group, the previously disclosed CGUs have been changed to more closely
align thern with the new segmental structure, which was effective from 1 January 2009

This has resulted in four CGUs in which Goodwill acquired th vanous business combinations has been allocated Goodwill previously
allocated to the Cake and lreland CGUs has been allocated to the Grocery CGU During the year, the Chilled CGU has been renamed
as Brookes Avana

The new CGUs are as follows

2009 2008
{Restated)*

fm £m

Grocery 9480 9480
Brookes Avana 1707 1707
Howvis 1630 1630
Meat-free 896 896
Net carmying value of goodwill 13713 1,371 3

1 The 31 December 2008 comparatives have been restated into ther new CGUs

Impairment tests for goodwill

Goodwill s tested annually for imparment, or more frequently If there are indications that goodwill may be mparred The recoverable
amount of a CGU 1s determined based on value-in-use calculations or fair value less costs to sell, depending on the way n which the
value of the CGU 1s expected to be recovered

Key assumptions
The key assumptions for calculating value In use are those relating to the cash flows, long-term growth rate and discount rate

Cash flow assumptions

The cash flows used in the value-in-use calculation are pre-tax cash flows based on the latest approved management forecasts

in respect of the following five years Assumptions regarding these future cash flows are based upon actual results in prior periods
and adjusted for expected developments in the following years with reference to market condtions and reasonable management
expectations for the businesses All income and costs are taken into account and an estimate of capital expenditure required 10
maintain these cash flows ts also 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 applied Is 2 25% (2008 2 25%) and I1s not consdered to be higher than the average long-term industry growth rate

Discount rate

The discount rate applied to the cash flows i1s calculated using a pre-tax rate based on the weighted average cost of capital ("WACC")
which would be anticipated for a market participant investing in the Group The directors believe it 1s appropnate to use a single
common discount rate for all imparment testing as each CGL shares similar nsk profiles

The Group has considered the impact of the current economic cimate In determining the appropnate discount rate to use in Impairment
testtng At 31 December 2009, the pre-tax rate used to discount the forecasted cash flows has been determinedto be 11 8%
(2008 11 1%}

www premierfoods co uk Premier Foods plc Annual report and accounts 2009 99

s88UISNg INQ

MBIAB) SSBUIsShg

AIUBLLIGAOD)

SIUSWAIEIS [BISLBUIY

uciewiol Jayio



Notes to the financial statements continued

16  Goodwill continued

Impairment
No imparrment charge has been recognised in the year (2008 £262 9m)

The current economic climate has increased the discount rate adopted by the Group due to the higher level of return expected by
equity holders {due to the continued perceved nsk and volatiity in equity markets) The Group has considered this impact on the
assumptions used and has conducted sensitmty analysis on the impainment test of the Brookes Avana CGU's camying value This has
not resulted n any impairment of the canmying value at 31 December 2008 as the CGU's recoverable amount exceeds its carrying value
by £6 9m However, the CGU's recoverable amount would be comparable to its carrying value f the discount rate were to Increase by
0 5% Any favourable change in assumptions in future penods will result In addtional headroom

With regards to the remaining CGUs, the directors believe no reasonable change in the key assumptions used in the iImparment testing
would cause the camying value to exceed its recoverable amount

In 2008, an imparment assessment of the canying value of the goodwill assigned to the speciality bakery businesses, Martine
Spécialités S A S, Le Pain Croustillant and Sofrapain § A S, was undertaken by assessing their farr value less costs to sell m ight of
the decision to dispose of these businesses This goodwill was previously mcluded within the Howvis CGU and was tested for impairment
prior to its classfication as held for sale The impairment test in respect of the remaning goodwill within the Howvis CGU and the other
CGUs has been undertaken by assessing the CGU'’s value-in-use

In 2008, included within the Impaiment charge 1s £68 5m recognised against the goodwill allocated to the specialty bakery businesses '
and was recorded within discontinued operations  The residual goodwill attributable to these businesses of £15 3m was transferred to
assets held for sale (refer to note 14)

In 2008, a further charge of £194 4m was recognised against the goodwil allocated to the Howis CGU {which 1s included within the
Hovis segment) thereby reducing the carrying value of this CGU to Iits recoverable amount This impairment arose as a result of the
significant Increase N discount rate n 2008 Any favourable change 1n assumptions m future penods will result in additonal headroom,
however, any adverse change would result in addtional impairment

17.  Other intang\ble assets

Software/ Brands/ Customaer
licences trade marks relationships Total
£m £m £m £m
Cost
At 1 January 2008 573 9897 2800 1,3270
Additions 32 — - 312
Transterred to held for sale - — (37 Q) (37 0)
At 31 December 2008 885 989 7 2430 $,3212
Additions 276 - - 276
Disposals {11) - - (11)
At 31 December 2009 1150 9897 2430 1,347 7
Amortisation
At 1 January 2008 81 494 317 892
Charge for the year 77 343 400 B20
Transferred to held for sale - — Q5 (95)
At 31 December 2008 158 837 622 1617
Disposals {11) - - {11)
Charge for the year 97 343 347 787
At 31 December 2009 24 4 1180 969 2393
Net book value 31 December 2008 727 906 0 180 8 1,1595
Net book value 31 December 2009 90 6 87T 7 1461 1,108 4

Brands and trada marks are considered to have finte useful ives and are amortised on a straight-line basis over their estimated
useful lives of 20 to 40 years Software 13 amortised on a straight-line basis over its estimated useful ife of 3 to 10 years Customer
relahonships are amortised on a straight-hne basis over ther estimated useful Ives of 7 years

Included in the software additions for the year above are £7 3m of internal costs (2008 £6 5m)

As at 31 December 2009, the Group’s borrowings are secured on the assets of the Group including other intangible fixed assets
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17  Other ntangible assets continued
The matena! brands held on the balance sheet are as follows

Carrying value at Estimated

31 Dec 2009 useful ife remaining

Brand/Trade mark £m years
Bisto 1633 27
Hovis 1488 37
Oxo 1005 37
Batchelors 861 27
Sharwood's 772 27
Quom 678 26
Mr Kiping 636 27

$S3UISNG INQ)

18 Investments

Pnncipal subsidianes
Effective interest

Country of incorporation In ordinary
or registration and share capital at 31 Dec

Name of Subsidiary principal operations Principal actvity 2009 2008
Operating subsidianes
Chwvers Hartley Limted United Kingdom Spreads and pickles manufacturing  100% 100%
H L Foods Limited Umited Kingdom Manufacture and distnbution of soups, 100% 100%

meat, focd canning and processing
Premier Ambsent Products United Kingdom Spreads, pickles, vinegar, jelly and 100% 100%
(UK} Limited desserts manufacturing
Premier Internationat United Kingdom Hot and cold beverages 100% 100%
Foods UK Limited manufactunng
Marlow Foods Limited Umited Kingdom Meat-free manufactunng 100% 100%
Premier Grocery Products lreland Republic of Ireland Distnbution of soups, meat and other 100% 100%
Lirnited food products
Premier Foods Group Limited United Kingdom Manufacture and disiribution of cake, 100% 100%

bread, own labef and other food

products
Other subsidiaries
Premier Brands Foods Limited United Kingdom Intermechate holaing company 100% 100%
Premier Financing Limited United Kingdom Intermechate holding company 100% 100%
Premier Foods (Holdings) Limited United Kingdom Intermediate holding company 100% 100%
Premier Foods Investments Limited United Kingdom: Financing company 100% 100%
Premier Foods Investments Unsted Kingdom Intermediate hokding company 100% 100%
No 1 Limited
Premier Foods Investments United Kingdom Intermedhate holding company 100% 100%
No 2 Limited
Premier Foods Investments United Kingdom Intermediate holding company 100% 100%
No 3 Limited
Premier Foods Group Services Limited  United Kingdom Intermediate holding company 100% 100%
RHM Limrted United Kingdom Intermediate holding company 100% 100%

Malnal ssauisng

2IUBLLIBAOL)

Prermier Foods Investments No 3 Limited and RHM Limited are direct wholly owned subsidiary undertakings of Premier Foods plc Al
other subsidiary undertakings are held indirectly by Prermier Foods plc

Each of the prncipal subsichary undertakings has the same year-end as Premier Foods plc The companies listed above are those that
matenally affect the results and the aessets of the Group A full list of subsidiary undertakings 1s available from the Company Secretary

On 1 January 2010, the Group undertook an internal reorganisation which resulied in the transfer of the trade and assets of Chivers
Hartley Limited, H L Foods Limited, Premier Ambient Products (UK) Limited and Premier International Foods UK Limited to a fellow
subsidiary, Premier Foods Group Limited

19  Inventones
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2009 2008

£m £m

Raw matenals 793 884
Work in progress 45 58
Finished goods and goods for resale 1302 1446
Inventones 2140 2388

The borrowings of the Group are secured against all the assets of the Group including tnventory
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Notes to the financial statements continued

20.

21

Trade and other receivables

2009 2008
£m £m
Trade recevables 3082 287 4
Trade recevables impaired 77 60
Net trade recevables 3005 2814
Prepayments 223 196
Interest recevable 11 06
Cther tax and social securrty recevable 132 200
Other recewvable 99 154
Trade and other receivables 3470 337 ¢
The borrowings of the Group are secured against all the assets of the Group including trade and other recevables
Trade and other payables
2009 2008
£m £m
Trade payables 3862 43186
Other tax and social security payable 78 114
Other payables 489 566
Accruals 421 402
Trade and other payables 4850 5398
Bank and other borrowings
2009 2008
£m £m
Due within one year:
Secured Senior Credit Faciity — Term {note &) 1000 1506
Debt 1ssuance costs (1.0) [(0F:)]
99.0 1498
Bank overdrafts 345 69
Total bank borrowings due within one year 1335 1567
Finance lease obligations (note 23) 05 08
Other unsecured loans (note c) 185 175
Total borrowings due within one year 1525 1748
Due after more than one year
Secured Senior Credit Faciity — Working Capital (note b) - 100
- 100
Secured Senior Credit Facility — Revolving (note a) 679 4500
Dabt 1ssuance costs (50) {34)
629 446 6
Secured Senior Credit Facility — Term {note a) 1,179 9 11810
Debt issuance costs {117) 62
1,168 2 1,174 8
Finance lease abligations (note 23) 09 11
Other unsecured loans - 01
Total other 09 12
Total borrowings due after one year 1,232.0 1,632 6
Total bank and other borrowings 13845 1,807 4

The borrowings are secured by a fioating charge over all assets of the Group

Cash and bank deposits and short-tern borrowings 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”
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Bank and other borrowings continued

{a)  Senior Term Credit Faciity and Revolving Credit Facility Arrangement — 2009
On 5 March 2009, the Group entered into a supplemental agreement with ts banks amending certain terms of its Senior Term Credit
Facility and Revolving Credit Facilty Arrangement of 16 March 2007

This onginal facility was arranged by Barclays Capital, Bayensche Landesbank, BNP Panbas, Rabobank Internabonal, Lioyds TSE Bank
ple and The Royal Bank of Scotland plc as lead avangers and underwnters and Lloyds TSB Bank ple as facility agent and securty
trustes

The Senior Term Credit Facility now compnses £1,430m of Term faciliies {of which £100m was mmediately repaid in Aprd 2009 after
the successful equity raising), and a multi-currency Revolving Credit Facility of up to £500m {or its equivalent in other currencies) The
final maturity date of the above arrangements 1is 31 December 2613

{b) Secured Semor Working Capital Credit Facility

On 28 February 2008, the Group converted its £100m Acquistion line inte a Working Capital line and agreed an additional £125m of
short-term facilties with three of its leading banks The Working Capital ine was fully repaid in March 2008 as a result of the refinancing
and the faciity terminated The £125m of short-term facility was fully repaid on 23 Decemnber 2008 and the faciiity terminated

{c} Otherunsecured loans
Other unsecurad loans faling due within one year includes amounts owead n respect of cash receipts from debtors previously sold
under the debitors secuntisation programme

Financial mstruments

The Group's actvihes expose it to a vanety of financial nsks market nsk {ansing from adverse movernents in interest rates, commodity
prices, and foreign currency), credit nisk and liquidity nsk The Group uses a vanety of denvative financial instruments to manage certain
of these nisks The management of these nsks, along with the day-to-day management of treasury activities, 1s performed by the
Group Treasury function The polcy framawork govarning the management of these nsks is defined by the Finance Committee, a sub-
committee of the Board The framework for management of these nisks 1s incorporated 1nto a policies and procedures manua)

The Group also enters into contracts with suppliers for its pnneipal raw matenal requirements, some of which are considered
commodities, and also diesel and energy These commaodity and energy contracts are part of the Group’s normat purchasing activities
Some of the nsk relating to diesel s mitigated with the use of dervative financial nstruments

(8} Market nsk

m Foreign exchange nsk

The Group's main operating entities’ funchional currencies and the Group's presentational currency 1$ sterling although some
fransactions are executed N non-stering currencies, Including euros, US dollars, Canadian dollars, Swiss francs and Swedish kronor
The transactional amounts realised or settled are therefore subject to the effect of movements in these currencies aganst the Pound
Management of these exposures 1s centralised and managed by the Group’s Treasury Function It s the Group s policy to manage the
exposures ansing using forward foreign currency exchange contracts and currency options Hedge accounting 1s not sought for these
transactions

The Group generates some of its profits in non-sterling currencies and has assets in non-sterling junsdictions, principally the suro A
pertion of the translation exposure resulting from these euro denominated profits and overseas net assets 1s hedged

As at 31 December 2009, the Group has euro denominated borrowings of €22 3m (2008 €74 2m) designated as a hedge of euro
denominated assets

The principal foreign currency affecting the translation of subsidiary undertakings within the Group financial statements 1 the euro The
rates applicable are as follows

Year ended Year ended

31 Dec 31 Dec
Principal rate of exchange €/£ 2009 2008
Year end 11185 10310
Average 11142 12541
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Notes to the financial statements contnued

23  Financial mstruments continued
The majonty of the Group's assets and labiliies are denominated in the functional currency of the relavant dvision or subsichary
The table below shows the Group's currency exposures as at 31 December 2009 and 2008 that gave nse to net currency gams and
losses recognised in the consohdated incoma statement as a result of monetary assets and labilittes that are not denominated in the
functional currency of the subsidianes involved

Functional currency of subsidianes

Sterling Euro Total
£m £m £€m
At 31 December 2009
Net foreign currency monetary assets/(labilities)
Sterling - 04 04
Euro (79 - {79)
US dollar o7 - 07
Other currencies 02 - 02
Total {7 0} 04 {6 6)
At 31 December 2008
Net foreign currency monetary assets/(labiities)
Sterling - 26 26
Euro 70 - 70
US dollar 53 - 53
Other currencies 05 - 05
Total 128 26 154

In addihion, the Group also has forward foreign currency exchange contracts outstanding at the year end n order to manage the
exposures above but also to hedge future transactions in forelgn currencies The stering nominal amounts outstanding are as follows

2009 2008

Payable/ Payable/

{recewable) {recevable)

£m £m

Euro 460 322
US dollar 469 476
Swiss franc (18) an
Swedish krona 27 {23
Total 834 758

If the euro were to weaken against sterling by 10 cents, with all other vanables held constant, post-tax profit would decrease by £1 7m
{2008 £3 5m)

If the euro were to strangthen against stering by 10 cents, with all other vanables held constant, post-tax profit would increase by
£2 7m (2008 £3 2m)

This 1s pnmarily driven by the effect on the mark to market valuation of the foreign exchange denvatives of the Group as the hedged
rates ara above the spot rate

If the euro were to weaken against sterling by 10 cents, the foreign exchange movemant taken to equity in relation to the Net
Investment Hedge would be an additional £1 6m gan (2008 £6 4m gain)

If the euro wera to strengthen aganst stering by 10 cents, the foreign exchange movement taken to equity In relation to the Net
Investment Hedge would be an addiional £2 Om loss (2008 £7 7m loss)

If the US dollar were to weaken against sterling by 20 cents, with all other vanables held constant, post-tax profit would decrease by
£3 4m (2008 £6 Om)

If the US dollar were to strangthen against steriing by 20 cents, with all other vanabtes held constant post-tax proft would increase by
£4 9m (2008 £7 6my)

{n} Commodity price nsk

The Group purchases a vanety of commodities for use in production and distnbution which can expenence significant price volatility,
which include, inter alia, wheat, tinplate, desel and energy The pnce nsk on these commodities 1s managed by the Group through the
Treasury Risk Management Committee It i1s the Group’s policy to minimise its exposure to this volatiity by adopting an appropriate
forward purchase strategy or by the use of denvative instruments where they are available
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Financial instruments continued

{m} Interest rate nsk

The Group's borrowing faciities compnse term dsebt and a revolving facility, pnncipally in sterling Interest i1s charged at floating rates
plus a margin on the amounts drawn down, and at haff the margin for the non-utiised portion of the facility, hence the borrowings arg
sensitive 1o changas In interest rates

The Group then seeks to mitigate the effect of achverse movements n interest rates by entenng into denvative financial nstruments that
reduce the leve! of exposure to floating rates  The target of fixed/capped debt 15 defined in the Group Treasury policy and procedures,
howaever, the amount hedged can be amended subject to agreemant by the Finance Committee Hedge accounting 1s not sought for
these transactions

The gross cash flows on the interest rate denvatives are sensitive to changes in interest rates as they are driven by three month LIBOR
which 1s reset on a quarterly basis As at 31 December 2009 the reset rate was 0 605%

The weighted average interest rate for these denvative financial instruments 1s as follows

Weighed average
interest rate %
Currency Sterling
At 31 December 2009 60
At 31 Decemnber 2008 71

The following table reflects the likely contractual matunty date of the interest rate denvative contracts taking into account zero cost call
features, where market rates at the balance sheet date indicate they will be triggered by the banks, as well as mutua! break clauses
under which erther party can be required to settle the fair value of the contract for cash Without taking into account thess features, a
number of these contracts would continue for up to 28 years

Within 1and2 2and3 Jand 4 4and5 Over 5
1 year years years years years years Jotal
£m £m £m £m £m £m £m

At 31 December 2009
Denvative financial habilities

Fixed rate 1250 - - 500 - - 1750

Cap and floor structure - - 350.0 - - - 3500

Long dated callable swaps - - 2250 1500 - 250 400 0

QOther callable swaps - - - 2750 - - 2750

Other financial habilities

at fair vatue through

profit or loss

Cther callable swaps - - 1500 - - - 1500
1250 - 7250 4750 - 250 1,3500

At 31 December 2008

Denvative financial habilies

Fixed rate 3400 1250 - - - - 4650

Cap and floor structure - - - 3500 - - 3500

L.ong dated callable swaps - 1000 500 2750 1500 250 6000

Other callable swaps - - - - 2350 - 2350
3400 2250 500 6250 3850 250 1,6500

Fixed rate denvatves with a nominal value of £175m (2008 £465m) are conventional interest rate swaps whose matunties are between
2010 and 2013 One swap of £50m (2008 £50m) has a callablg option whereby the counterparty bank can cancel the swap at nit cost
at certain specified dates from June 2011 onwards

The cap and floor structures have a norminal value of £350m (2008 £350m) with caps set at 6 15% to 6 25% and flpor rates between
4 31% and 4 55% In addion, when LIBOR rates are beneath the floor stnke price, a digital option i1s tnggered which results in the
Group paying interest at 5 75% on all of these instruments for three months

Long dated swaps of £400m {2008 £600m) include £400m of swaps which have callable options whereby the counterparty bank can
cancel the swap at nil cost at certain specified dates Of these contracts, £2560m (2008 £400m) have a stated maturrty date of 2037,
£150m have a matunty date of 2023 {2008 £150m), and £nil of 2013 (2008 £50m} These swaps have an average fixed rate of 4 87%
(ranging between 4 52% and 5 21%) Of the contracts in place, £100m are currently callable with a further £150m becoming callable
from 30 September 2010, and the remainder being callable from September 2011 onwards (all at nil cost}

On § March 2009, the Group restructured two long dated swaps (one swap with a nominal value of £50m and another with a norminal
value of £100m) into one new swap of £150m so as to amend the break clauses to an optional break at August 2012 and a mandatory
break at June 2013, and also amend its terms such that it will now seftle at either break pont for a mark to market payment to the
counterparty bank The swap was structured to amortise the far value at 5 March 2009 over the life of the new contract In addition,

a denvative element provides for an adjustment to the payments should interest rates nse above 7% As a result, a new contract was
recognised which compnses both an underlying host as well as embedded denvatives This hybnd nstrument was classified withn a
new class of labdities being “Other financial labiities at farr value through profit or loss”
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Notes to the financial statements continuea

23  Financial instruments continued

The earliest contractual matunty date of this rs August 2012 (within two and three years) The current far value as at 31 December 2009
15 £36 8m, and based on the cumrent yield curve the marik to market payment in August 2012 would be £32 6m

The other callable swaps contan features whereby a fall in LIBOR below 3 5% and 3 25% causes the rate of interest padt by the Group
to ncrease Above these rates the Group pays a fixed rate of interest of an average 4 51% for each quarter when tha rate 1s below the
tngger These contracts are also callable at nid cost

In addion, the Group has entered into a debt secuntisation programme which has the effect of reducing the interest cost on the
amount advanced when compared to the borrowing costs of the Group'’s term facility

Cash and deposits earn interest at floating rates based on banks™ short-term treasury depost rates  Short-term trade and other
recevables are intarest-free

The Group’s provisions of £46 9m as at 31 Decemnber 2009 (2008 £51 7m) include £16 6m relating to onerous leases which are
considered to be floating rate financial labiltes  These cash flows are discounted where the effect 1s matenal

At 31 December 2009, for every 50 basis ponts reduction in rates below the last floating reset rate of 0 605% (hased on three month
LIBORY), with all other vanables held constant, annuahsed net interest expense would increase by £2 8m

At 31 December 2009, if interest rates were 200 bags points higher than the last floating reset rate of 0 605% (based on three month
LIBORY}, with all other vanables held constant, annualised net interest expense would decrease by £11 1m

At 31 December 2008, for every 50 basis points reduction in rates below the last floating reset rate of 2 77% {based on three month
LIBOR}, with all other vanables held constant, annualised net interast expense would increase by £3 6m

At 31 December 2008, if intarest rates were 200 basis points higher than the last floating reset rate of 2 77% (based on three month
LIBOR}, with all other vanables hetd constant, annualsed net interest expense would decrease by £5 1m This analysis assumes that
currently applicable calable features in two contracts with nominals of £110m are not exercised

The Group's other financial assets and habilities are not exposed to matenal interest rata nsk

b} Creditnsk
The Group’s pancipal financial assets are cash and cash deposits, trade and other recevables and nvestments

The Group has no significant concentrations of credit nsk Cash and cash equivalents are deposited with high-credit quality financial
nstitutions and trade recevables are due pnncipally from major grocery retallers {though it 1s the Group's policy to Insure trade debt)

At 31 Dacemnber 2009, trade and other recervables of £31 3m (2008 £42 3m) were past due but not impaired These relate to
customers with whom there 1s no history of defautt

The ageing of trade and other receivables was as follows

Past due
Fully perforring 1-30 days 31-60 days 61-90 days 91-120 days 120+ days Total
£m £m &m £m £m £m £m
Trade and other receivables
2009 2802 176 4.3 19 17 5.8 3115
2008 2551 28 41 43 10 01 297 4

At 31 December 2009, trade and other receivables of £7 7m (2008 £6 Om) were determined to be specifically impaired and provided
for The amount of the prowsion reflects recervables from customers which are considered to be expenencing difficult economic
situations

The Group does not hold any collateral as security against ts financial assets

Movements in the prowvtsion for impairment of trade recevables are as follows

2009 2008

£m £m

At 1 January 60 38
Recewvables written off dunng the year as uncollectable (2 4) (57
Prowision for recevable imparment raised 41 79
At 31 December 77 60

The Group has benefited from a £90m secuntisation programme to allow it to transfer trade recevable balances to one of the Group's
primary banks This programme alsc allows the Group to dae-Iink its own credit rating from that of the underlying assets and achieve a
lower cost of funding
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23 Financial instruments continued
{c) Liquidity nsk
The Group manages liquidity nsk through both the treasury and finance functions Cash flow forecasts are prepared and reviewed on a
weskly basis, normally covenng a penod of three months

In addition, cash flow forecasts are prepared as part of the Group’s overall budgeting and forecasting processes and performance 13
monitored aganst this each month This 1s ntended to give the Board sufficient forward visibility of debt levels

The Group's net debt level can vary significantly from manth to month and there 1s some volatiity within morths This reflects trading
patterns, timing of receipts from customers and payments to supphers, patterns of mventory holdings and the timing of the spend on
major capital and restructuring projects For these reasons the debt levels at the year end date may not be indicative of debt levels at
other points throughout the year

The following table analyses the Group's financial labilhes into relevant matunty groupings based on the expected undiscounted

cash flows
Within 1and 2 2and3 3and 4 4 and 5 Over 5
1 year years years yaars years years Total
£m £m em £m £m £m £m
At 31 December 2009
Trade and other payables 477.2 - - - - - 4772
Bank overdraft 345 - - - - - M5
Bank Term Loan 1000 100.0 1000 9799 - - 1,279 9
Bank Revolver Facility - - - 679 - - 679
Finance leases 05 03 02 02 01 o4 17
Cther loans 18.5 - - - - - 185
At 31 December 2008
Trade and other payables 528 4 - - - - - 528 4
Bank overdraft 69 - - - - - 69
Bank Term Loan 1506 178 3 - 10027 - - 13316
Bank Revolver Facility
{drawn down) - - - 4500 - - 4500
Working Capital Facility - 100 - - - - 100
Finance leases 06 04 02 02 01 05 20
Other loans 176 - - - - - 176

The Bank Term Loan and Bank Revotver Facility are repriced quarterly, and other kabilities are not repriced before the matunty date

The Group has £nil (2008 £90 Om} of faciities avalable and not drawn as at 31 December 2009 expiring between 1 and 2 years, and
£387 6m (2008 E50 4m), expinng between 3 and 4 years

The barrowings are secured by a fixed and floating charge over all the assets of the Group

The following table analyses the expected undiscounted cash flows of interast on the floating rate debt to matunty (based on the last
fixed rate refix of 0 605% (2008 2 77%) plus apphcable margin)

Within 1and 2 2and 3 Jand 4 4 and 5 Qver 5
1 year yaars years years years years Total
£m £m £m £m £m £m £m
Interest
2009 510 451 38.5 336 - - 168 2
2008 747 68 4 810 127 - - 2168

The foliowing table analyses the Group's denvative financial instruments (including Other financial labikties at fair value through profit
or loss) into relevant matunty groupings based on the remaning penod at the balance sheet date to the contractual matunty date The
amounts disclosed are the undiscounted cash flows, except In the case of "Other financtal liabilihes at fair value through profit or loss”
where to the outflows included the expected mark to market value at the call date
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Notes to the financial statements continued

23 Financial mstruments continued

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

At 31 December 2009
Forward foreign exchange

contracts:

Outflow (85 4) - - - - - (854)

Inflow 869 - - - - - 869

Inflow on optons 04 - - - - - 04

Commodities

Outflow {107) 10) - - - - {117)

Interest rate swaps

Outflow {80 0) {77 6) (330 6) (105 9) {11) {26 2) 621 4)

Inflow 68 65 395 11 02 35 676

Other financial habilihes

at fair value through

profit or loss

Outflow (6 5) (6 5) (36 9) - - - {42 9)

Inflow 45 45 30 - - - 120
(84 0) {74.1) (325 0) {94 8) 09) (227) (601 5)

At 31 December 2008

Forward foreign exchange

contracts

Outflow (78 9) (16 7) - - - - {95 §)

Inflow 643 137 - - - - 780

Gommodities

Outilow {24 2) o4 - - - - {24 6)

Qutilow on options {06} - - - - - {06)

Inflow 149 02 - - - - 151

Interest rate swaps-

Outflow {76 5) {194 5) 61 1) {363 4) (88 2) {27 Q) 8107}

Inflow 441 106 3 301 208 9 458 165 4517
(56 9) (91 4) 310 {154 5} (42 4) (10 5) {386 7)

Tha above table ncorporates the contractual cash flows of the interest rate denvatves with floating rates of interest calculated based on
LIBOR of 0 605% (2008 2 779%) at the balance sheet date This table includes the eflect of mutual break clauses, whereby either party
can require the other to settle the far value of the contract at that date for cash The Group ¢does not anticipate a future requirement

to do so

Furthermore, for the purposes of this table, caltable features have been reflected where the yield curve indicates that a countarparty is

likely to call or cancel a contract at nil cost to themselves We note that no contracts (2008 no contracts) are expected to be called at
nil pnor to their contractual matunty based on the current yield curve
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Financial instruments continued
{d) Fair value

The following table shows the carrying amounts (which approximate to farr value except as noted below) of the Group's financial assets
and financiat habities Farr value 1s the amount at which a financial instrument could be exchanged in an anm's length transaction
batween informed and wiling parties, other than a forced or iquidation sale and excludes accrued interest Set out below 1$ a summary

of methods and assumptions used to value each category of financial Instrument

2009 2008
Book and Book and
market value  markst value
£m £m
Loans and recewvables
Cash and cash equivalents 194 406
Trade and other recenables 3115 297 4
Financial assets at fair value through profit or loss
Danvative financial instruments
— Forward foreign currency exchange contracts/currency options 20 212
— Commedity and energy denvatives 05 -
Financial labihities at far value through profit or loss
Deanvative financial nstruments
— Forward foreign currency exchange contracts/currency options {05) {10)
— Commedity and energy denvatives - {11 9)
— Interest rate swaps {161 9) (237 4)
Other financial habilities at fairr value through profit or loss.
— Interest rate swaps {36 8) -
Financial liabilities at amortised cost
Trade and other payables {477.2) {528 4)
Bank Term Loan {1,279.9) (1,341 6)
Bank Revolver Faciity (drawn down) {67 9) {450 0}
Bank overdraft (34.5) (6 9)
Finance teases {1 4) (17)
Cther {18 5) (17 6)
Interest payable {137) (22 8)

Effective 1 January 2009, the Group adopted the amendment to IFRS 7 for financial nstruments that are measured i the balance sheet
at far value, this requires disclosure of farr value measurements by level of the following far vatue measurement hierarchy

. Quoted prices (unadjusted) in active markets for identical assets or habilties (level 1)
. Inputs other than quoted pnces included withun leve! 1 that are observabla for the asset or hability, either directly {that 15, as prices)

or indirectly {that 1s, derved from prices) (level 2)

. Inputs for the asset or kability that are not based on observable market data (that s, unobservable nputs) (lavel 3)

The following table presents the Group's assets and liabilities that are measured at fair value at 31 December 2009

Level 2
Financial assets at fair value through profit or loss
Darvative financial nstruments
— Forward foreign curréncy exchange contracts/currency options 20
— Commodity and energy dervatives 05
Financial habilities at far value through profit or loss
Denvative financal instruments
— Forward foreign cunmency exchange contracts/currency options {0 5)
— Interest rate swaps (161 9)
Other financial Labilities at fair value through profit or loss
- Interest rate swaps {36 8)
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Notes to the financial statements continued

23  Financial mstruments continued

Farr value estimation

Denvatives

Forward exchange contracts are marked to market using prevailing market pnces Hedge accounting has not been applied to forward
contracts and as a result the movement in the farr value of £18 6m has been debited to the ncome statement in the year {2008

£18 8m credit)

Commodity dervatives are marked to market using prevailing prices and are also not designated for hedge accounting As a result the
far value movement of £11 7m (2008 £11 9m debit) has baen credited to the income statement

Interest rate swaps are marked to market using prevailing market pnces Interest rate swaps are also not designated for hedge
accounting As a result the movement in the far value of £75 5m has been credited to the income statement in the year (2008
£218 9m charge)

Interost rate swaps classed as “Other financral habilities at fawr value through profit or loss” are also marked ta market using prevaiing
market pnces Thess are also not designated for hedge accounting As a result the movement in the fair value of £36 8m has been
charged to the ncome staterment in the year (2008 £nil)

Short and long-term borrowings, loan notes and interest payable
Farr value is calculated based on discounted expected future principal and interest rate cash flows The far value of the floating rate
debt approximates the carrying value above

Finance lease liabilities
The fair value of finance lsase liabilities approximates book value

Trade and other receivables/payables

The carrying value of receivables/payables with a remaining lifs of Jess than one year 1s deemed to reflect the farr value given their short
matunty The far values of non-cument receivables/payables are also considered to be the same as the carrying value due to the size
and nature of the balances involved

{e) Obligations under finance leases

Minirmum lease Present value of
paymeants minimum lease payments

2008 2009 2008

£m £m £m £m

Not later than one year 05 06 05 06
Later than one year but not later than five years 0.8 09 06 07
Later than five years 04 05 03 04
17 20 14 17

Less future finance charges {0 3) 03) n/a n/a
Prasent value of lease obligations 1.4 17 14 17
Less amounts due for settlement within 12 months {0.5) {0 B)
Amounts due for settlement after 12 months 09 11

It 1s the Group's policy to lease certain items of plant and equipment under finance leases The average lease ferm s three years, the
longest being eight years

For the year ended 31 December 2009, the average effective borrowing rate was 8 2% (2008 7 6%)

Interest rates are fixed at the contract date, and thus expose the Group to far value interest rate nsk  All leases are on a fixed repayment
basis and no arrangements have been entered into for contingent rental payments

The fair vatue of the Group’s lease obligations approximates therr carmng vatue The Group's cbligations under finance leases are
securad by the lessor’s tills to the leased assets
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23. Financial instruments continued
{n Capital risk management

The Group's objectives when managing capital are to safeguard the Group's ability 10 continue as a going concern in order to provida
returns for shareholders and benefits for other stakeholders and to mantain an optimal caprtal structure to reduce the cost of capital

In order to mantan or adjust the capttal structure, the Group may vary the amount of dmdends paid to shareholders, return capital to

shareholders, 1ssua new shares, or sell assets 1o reduce debt

Consistent with others in the industry, the Group monttors capital on the basis of the gearing ratio This ratio is calculated as net debt
dvided by tota! capttal Net debt s calculated as total borrowings less cash and cash equivalents Total capital is calculated as equity

plus net debt

The geanng ratios at 31 December 2009 and 31 December 2008 were as follows

2009 2008

Em Em

Total borrowings 13845 1,807 4
Less cash and cash eguwalents (194) {40 6)
Net borrowings 1,3651 1,766 8
Total equity 1,064 9 9918
Total capital 2,4300 2,758 6
Geanng rato 56% 64%

Under the Group's financing arrangement, the Group 1s required to meet two convenant tests which ars calculated and tested on a 12
month rolling basis at the half year and full year, each year The Group has complied with these tests dunng the year, and at year end

24 Deferred tax

Deferred tax 1s calculated in full on temporary differences using the tax rate appropnate to the junsdiction in which the {asset)liability

anses and tha tax rates that are expected to apply (0 the penods in which the asset or hability 15 settled In all cases this 1s 28 0% except

for an asset of £1 Om (2008 £1 9m) relating to Insh retirement beneft obligations where the local rate of 12 5% has been used

2009 2008

£m £m

At 1 January 1931 20786

Charged/(credited) to the income statement 103 250
(Credited)/debited to equity (1321) 197

TFransferred to held for sale - 982
Disposal of subsidianes/businesses (6 6) -
At 31 December 647 193 1

Due to the unpredictability of future profit streams the Group has not recognised deferred tax assets of £48 1m {2008 £48 1m) retating
to capital losses, £rul {2008 £7 1m) relatng to UK corporation tax fosses, £0 4m (2008 £1 3m) Insh corporate tax losses and £34 8m
{2008 £34 8m) relatng to ACT Under current legislation these losses can generally be camed forward indefinitety

Accelerated

tax
depreciation Intangibles Total
Deferred tax habilties £m £m £m
At 1 January 2008 448 2730 3178
Current year ¢harge/(credit) 368 (11 4) 254
Pnor years credit (6 8) - 6 8)
Transferred to held for sale 20) (7 2) 92
At 31 December 2008 728 254 4 327 2
Cuwrrent year charge/(credit) {0 6) (14 8) (15 4)
Pnor years cradit {34 5) {6 2) {40 7)
Disposal of subsidianes/businesses {6 6} - {6 6)
At 31 December 2009 311 2334 2645
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Notes to the financial statements continued

24, Deferred tax continued

Retirement
benefit  Share-based Financial

obligation payments instruments Losses QOther Total
Deferred tax assets £m £m £m £m £m £m
At 1 January {35 3} 23) {42} 52 1) {16 3) {(1102)
Current year 149 17 59 1) (17 2} 102 (49 5
Prior year charge/(credit) - - - 68 09 58
(Credited)/debrted to equity 192 05 - - - 197
At 31 December 2008 {t2) o1 (63 3) {62 5) {70) {(1341)
Current year - 03 a9 152 68 306
Pror year charge/{credt) 03 1) 04) 341 19 ass
Debited to equity {117 7) - - (14 4) - {1321)
At 31 December 2009 {118 6) {0 5) (54 8) (27 6) 17 (199 8)
Net deterred tax hability £m
At 31 December 2009 647
At 31 Decembier 2008 1931

Where there i1s a legal nght of offset and an intention to settle as such, deferred tax assets and labilties may be presented on a

net basis This 1s the case for most of the Group's deferred tax balances and therstors they have been offset in the tables above
Substantial elements of the Group’s deferred tax assets and labilities, pnmarily relating to the defined benefit pension obligation, are
greater than ong year in naturs

Deferrad tax assets in respact of losses are only recognised to the extent that it 1s anticipated they will be utiised in the foreseeable
future

25 Prowisions for habilities and charges

Restructunng OCther Total

£m £m £m

At 1 January 2008 586 16 4 750
Utilsed dunng the year (54 8) 31 {57 9)
Addittonal charge in the year 338 64 402
Transferred ¢ held for sale - 30 (30)
Unwind of provision 06 03 09
Released dunng the year - (39 {3 5)
At 31 December 2008 382 135 517
Utiksed dunng the year {29 3) {4 5) (33 8)
Addittonal charge in the year 216 17 333
Unwind of prowision 07 o4 11
Released dunng the year (28) (26) {54)
At 31 December 2009 284 185 469
2009

Analysis of total provisions £m
Current a9 70 159
Non-current 195 15 o
284 185 469

2008

Analysis of total provisions £m
Current 18 4 52 236

Non-current 198 83 281
382 135 517
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26

Provisions for habilihes and charges continued

At 31 Decemnber 2009, restructunng and redundancy prowvisions have been raised in respect of the integration and restructunng of the
Group's Insh operations and onerous lease provisions in respect to properties to reflect the cumrent adverse market conditions Other
than onerous leases provisions, which range from 3 to 23 years, it 1S anticipated that the majonty of these provisions will be utilised
during 2010

At 31 December 2008, restructunng, redundancy and onercus lease provisions were raised m respect of the integration and
restructunng of RHM's manufactunng faciities into the Group's existing Premier operations, the move of existing administrative functions
to a Group-wide shared service centre and closure of our mill in Rotherham

Other provisions at 31 Decamber 2009 and 2008 primarlly relate to insurance clams and dilapidations against leasehold properties
The costs relating to dilapidation prowvisions will be incurred over a number of years in accordance with the length of the leases These
provisions have been discounted at rates between 4 4% and 5 2% The unwinding of the discount Is charged to the income statement
under interest payable

Retrement benefit schemes

Defined benefit schemes
The Group operates a number of defined benefit schemes under which employees are entitlad to retwrement benefits which are based
on final salary on retirement These are as follows

{a) Premier schemes

The Premier Foods Pension Scheme {“PFPS") was tha pnngipal funded defined bensfit scheme within the old Premier Group which
also operated a smaller funded defined benefit scheme, the Premier Ambrent Products Pension Scheme ("PAPPS") for employees
acquired with the Ambrosia business in 2001 As a result of the acquisthon of Campbell's in 2006, the Group inhented ths Premier
Grocery Products Pension Scheme (“PGPPS™) covenng the employses of Campbell's UK business, and the Premier Grocery Products
Ireland Pension Scheme (“PGPIPS™) covening the employees of Campbelt’s Ireland The Group also acquired two further schemes with
the acquisition of Chrvers Ireland in January 2007, the Chivers 1987 Pension Scheme, and the Chivers 1987 Supplementary Pension
Scheme These schemes are presented together below as the Premier schemes

{b) RHM schemes

As a result of the acquisition of RHM pic, the Group also acquired the RHM Pension Scheme, the Premuer Foods Ireland Pension
Scheme {1994), the Premier Foods Irefand Van Sales Scheme and the French Termination Indemnity Arrangements These schemes
are presented together below as the RHM schemes, with the exception of the French Terminaton Indemmity Arrangements which
wera disposed of with the speciality bakery businesses during the year At 31 December 2008, the French Termimation Indemnity
Arrangements were Included in the speciality bakery businesses disposal group following therr classification as discontinued operations

The exchange rates used to translate the overseas euro based schemes are £1 00 = 1 1142 euros for the average rate dunng the year
and £1 00 = 1 1185 euros for the closing position at 31 December 2009

Under all the schemes detaled above, the employess are entitled to retiremant benefits which vary as a pearcentage of final salary on
retrement The assets of all schamaes are held by the trustees of the respective schemes and are independent of the Group’s tinances

The schemes Invest through investment managers appointed by the trustees in UK and Europaan equities and in investment products
made up of a broader range of assets The plan assets do not include any of the Group's own financial nstruments, nor any property
occupied by, or cther assets used by, the Group

At the balance sheet date the combmed pnneipal actuanal assumptions used for all the schemes were as follows

Prermier RHM

schemes schemes

2009 2009

Discount rate 5.8% 5.8%
Inflation 35% 3.5%
Expected salary increases 4 5% 3 5%
Future pension Ncreases 22% 22%
2008 2008

Discount rate 6 3% 6 3%
Inflation 2 8% 2 8%
Expected salary increases 38% 2 8%
Future pension INcreases 20% 2 0%
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Notes to the financial statements continued

26 Retwrement benefit schemes continued

For the smaller overseas schemas the discount rate used was 5 4%, expected salary increases of 3 0%, and future pension INGreases

of 1 75%
The mortalty assumptions are based on standard mortalty tables which allow for future mortalty improvements The assumptions are
as follows
Pramier RHM
Life expectancy schemes schemes Total
Male pansioner, currently aged 65 859 850 852
Female pensioner, curtently aged 65 88 4 873 876
Male non-pensioner, cumently aged 45 872 862 864
Femala non-pansioner, currently aged 45 B9 6 884 887
The fair values of plan assets split by type of asset are as follows
Premier RHM
Pension scheme assets schemes schemes Total
Assets at 31 December 2009
Equities 1165 483 1 5996
Government bonds 12.4 74 198
Corporate bonds .7 3033 3750
Proparty 20 1640 166 0
Absolute/target return products 2091 3131 5222
Interest rate and inflation swaps 253 {38 8) {13 5}
Cash/other 401 8203 860 9
Fair value of scheme assets 477 1 20529 2,5300
Assets at 31 December 2008
Equities 1485 3875 5360
Government bonds 126 14 140
Corporate bonds 94 2779 2873
Property 13 19t 1 1924
Absolutestarget return products 180 4 2229 403 3
Interest rate and inflation swaps 265 2500 2765
Cash/other 367 7821 8188
Fair value of scheme assets 4154 2,112 9 25283
The schemes invest tn interest rate and inflation swaps to protect from fluctuations in interest and inflation
The expected rates of return on assets were
Premier RHM
schemes schemes Total
2009 (for 2010 return)
Expected rate {3} 80 70 72
Market value (Em) 477 1 2,052 9 2,5300
2008 ({for 2009 return)
Expected rate (%} 74 63 65
Market value (Em) 415 4 21129 2,528 3
2007 (for 2008 return)
Expected rate (%) 80 69 72
Market value (Em) 506 2 2,079 2 2,585 4
2006 {for 2007 return)
Expectad rate (%) 75 - 75
Market value (Em) 465 7 - 4657

The expected return on pension scheme assets 1s based on the long-term investment strategy set out in the Schemes' Statement of

Investment Panciples at the stant of the year

The actual rate of return on plan assets was a gan of 17 5% {2008 18 2% loss) for Premier schemes, and a loss of 0 2% tor RHM

schemes (2008 4 3% gain)

The pension schemes hold a charge over the assets of the Group
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Retrement benefit schemes continued

The amounts recognised in the balance sheet ansing from the Group's obligations i respect of its defined benefit schemes 1s as

follows
Premier RHM

schemes schemes Total
£m £m £m

2009
Present value of funded obligatons (685 5) {2,273 Q) {2,958 5)
Fair value of plan assets 4771 2,0529 2,5300
Defictt in scheme {208 4) (220 1) {428 5)

2008
Present value of funded obhgations {687 7) {1,852 1) (2,539 8)
Fair value of plan assets 4154 2,129 25283
{Deficitysurpls in scheme (172 3) 1608 (115

2007
Present value of funded obligations (581 7} (2,126 9) {2,708 6)
Farr value of plan assets 5062 2,0792 2,5854
Dehicit in scheme {75 5} 47 7} 123 2)

2006
Present value of funded obligations {650 4) - (550 4)
Farr value of plan assets 4657 - 4857
Deficit in scheme (84 7} - B84 7)

2005
Presant value of funded obligations {418 9) - {418 9)
Fair value of plan assets 3345 - 3345
Deficit in schame (84 4) - (84 4)

As at 31 December 2008, all of the schemes recognised a deficit with the exception of the RHM scheme which was in surplus under

IAS 19 This surplus of £163 7m has been shown separately on the face of the balance sheat within Non-current assets

The aggregate defictt has increased by £417 Om dunng the year pnmanly due to an increase in the defined benefit obigation This was
a result of a falt In discount rate assumption used, which 1$ based on the AA bond yield, from B 3% to 5 8%, and an ncrease in the

inflation rate assumption from 2 8% to 3 5%

Changes in the present valus of the defined benefit obligation were as follows

Premier RHM
schames schemes Total
£m £m £m
2009
Opening defined benefit obbgation (587 7) {1,952 1} (2,539 8)
Current service cost {80) (386) {11 86)
Past servce cost - 12 {12
Interest cost (36 1) (119 9) {156 0)
Actuanal loss (812) (295 1) {376 3)
Other income/exchange differences 36 14 50
Curtallments 01 09 10
Contnbutions by plan participants 47 (11 5} {16 2)
Benefits paid 285 108 1 1366
Closing defined benefit obligation (685 5) (2,273 0) {2,958 5)
2008
Qpening defined benefit obligation 581 7) (2,126 9) {2,708 6)
Current service cost 90 81) (17 1)
Past service ¢ost - 28) 2 8)
Interest cost (339 {122 9) (156 8)
Actuanal gain 233 2148 2381
Other costs/exchange differences {102) @ 1) {14 3)
Curtalments - ©2 02
Contnbutions by plan participants 43 (13 1} (17 4)
Banefits paid 281 1112 1393
Closing defined benefit obLigation (587 7) {1,952 1) {2,539 B)
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Notes to the financial statements continued

26 Retirement benefit schemes continued
Changes in the fair value of plan assets were as fallows

Prermier RHM
schermes schemes Total
£m £m £m
2009
Opening farr value of plan assets 4154 21129 2,5283
Expected return 302 131.6 1618
Adminsstrative and lfe insurance costs 22 (5 4) {7 6)
Actuanal gan/{loss) 425 {135.0) {92 5)
Contnbutions by employer 177 468 645
Contributions by plan participants 47 15 162
Cther costs/exchange differences 27 {14) 41)
Benefits paid (28 5) {108 1) (136 6)
Closing fair value of plan assets 477 1 20529 2,5300
2008
Opening far value of plan assets 506 2 2,079 2 2,585 4
Expected return 397 1404 1801
Administrative and Ife insurance costs 22) 55) (77
Actuanal loss {1316} (50 3) {181 9)
Contnbutions by employer 180 431 611
Contributions by plan participants 43 131 17 4
Other Incoma/exchange differences g1 41 132
Bensfits paid (28 1) {111 2} {1393)
Closing fair value of plan assets 4154 21129 25283
The history of the plans for the current and pner years Is as follows
Prermer RHM
schemes schemes Total
£m £m £m
2009
Actuanal loss on plan labilities {81 2) {295 1) {376 3}
Actuanal gain/(loss) on plan assets 425 (135 0) {92 5)
Net actuarial loss for the year {387) (430 1) {468 8)
Cumulative actuanal loss {225 0} (1181) {343 1)
2008
Actuanal gain on plan habilities 233 2148 2381
Actuanal loss on plan assets (131 6) {50 3) (1819
Net actuanal {loss)/gain for the year {108 3) 1645 562
Cumulative actuarial (loss)/gain {186 3) 3120 1267
2007
Actuanal gain on plan labilities 26 1358 1384
Actuanal lossy/gain on plan assets {14 8) 117 31)
Net actuanal (loss)/gan for the penod (12 2) 147 5 1353
Cumulative actuanal (loss)/gain (78 0) 147 5 685
2006
Actuanat gan on plan habiities 4 4 - 44
Actuanal gan on plan assets 117 - 117
Net actuanal gain for tha year 161 - 161
Cumulative actuanal loss {65 8) - (65 8)
2005
Actuanal loss on plan labilities 437) - (43 7)
Actuanal gain on plan assets 178 - 178
Net actuarial loss for the year {25 9) - (25 9)
Cumulative actuanal loss {819) - (819

The actual return on plan assets was a £69 3m gain {2008 £1 8m loss), which 1s £92 5m less {2008 £181 9m less) than the expected

return on plan assets of £161 8m (2008 £180 1m) at the start of the relevant perods

The actuanal loss on labilties of £376 3m (2008 £:238 tm gan) compnses a gan on member experience of £8 9m (2008 £8 6m loss)

and an actuanal loss due to changes In assumptions of £385 2m (2008 £246 7m gain)
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27

Retirement benefit schemes continued

The net actuanal losses taken to the statement of comprehensive incoma were £468 8m (2008 £56 2m gain) These were £336 7m
(2008 £37 4m gain) net of taxation (with tax at 28% for UK schemes, and 12 5% for Insh schemes)

The Group expects to contribute approximately £64 9m (2008 £57 5m) to ts defined benefit plans in 2010, £24 9m (2008 £25 0m) of
regular contnbutions and £40 Om {2009 £32 5m) of addiional contnbutions to fund the scheme deficits

The amounts recognised n the ncome statement are as follows

Premier RHM
schemes schemes Total
£m £m €m
2009
Current service cost {8 0) {3 6) {11 86)
Past sarvice cost - 12 {12)
Administrative and Iife Insurance costs 22) 549 {7 6)
Interest cost {36 1) {118 9) {156 0)
Expacted return on plan assets 302 1316 161.8
Gains on curtalment 01 09 10
Total (expense}/income {16 0) 24 {13 6)
2008
Current service cost 90 8 1) (17 1)
Past service cost - 2 8) 28
Administrative and Iife insurance costs 22 {5 5} 77
lnterest cost {339) (122 9 {156 g
Expected return on plan assets 397 1404 1801
Losses on curtaiment - {C 2} 02
Total (expense)/income 54) 09 {4 5}

Defined contrnbution schemes

A number of companies in the Group operate defined contnbution schemes, pradominantly stakeholder arrangements In addrbon,
a number of schemes prowiding life assurance benefits only are operated The total expense recognised i the income statement of
£1 1m (2008 £1 1m) represants contnbutions payable to the plans by the Group at rates specified in the rules of the plans

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

Reserves and share capntal
Share premium reserve
The share premium reserve compnises the premium paid over the nominal value of shares for shares 1ssued

Merger reserve
The merger reserve compnsas the non-statutory premum ansimg on shares 1ssued as consideration for acquisition of subsidiaries where
merger relief under section 612 of the Companies Act 2006 applies

Other reserves
Other reserves compnse the hedging reserve which represents the effective portion of the gains or losses on dervative financial
instruments that have been designated as hedges

Profit and loss reserve

The profit and loss reserve represents the cumulative surplus or deficit and the own shares reserve which represents the cost of shares
in Premier Foods ple, purchased in the market and held by the Company on behalf of the Employee Benefit Trust in order 10 satisty
cophions and awards under the Company's ncentive schames

Minonty interest reserve
The minonty interest reserve represents the reserves attnbutable to minonty interests

2009 2008
Share capital £m £m
Authonsed
3,500,000,000 {2008 1,500,000,000) ordinary shares of 1 pence gach 35.0 150
issued and fully pad
2,398,021,581 (2008 844,604,805) ordinary shares of 1 pence each 24.0 BS5
2009

On 24 March 2009, the Group raised approximately £379 6m, net of expenses, through the issue of 1,553,416,776 new 1 pence
ordinary shares The issue was structured as a placing and open offer of 1,055,756,006 new ordinary shares at a pnce of 26 pence per
share, and a firm ptacing of 497 660,770 new ordinary shares at a price of 26 pence per share

2008
In 2008, 4,731 1 pence ordinary shares wera 1ssued to certain employees at a pnce of between 171 and 186 pence per ordinary share
upon the exercise of share options and were fully paid up
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Notes to the financial statements contnued

27. Reserves and share capital continued

Share option schemes

The Company has share option schemes for certain senior executives and key individuals The employees involved in the schemes hold
options to subscribe for up to 74 8m ordinary shares of 1 pence each between 2010 and 2014, granted at pnces ranging between

1 pence per ordinary share and 186 pence per ordinary share The number of shares subject to optons, the penods in which they
wera granted and the panods in which they may be exercised are gven below For 2009, a summary of the Company’s schemas 1s as
tollows

1 The Company adopted an Executive Share Option Scheme (“ESOS”} at the time of admission for executive directors A portion
of the options granted under the ESOS have now vestad and are exercisable between 3 and 10 years after grant as certain
performance cntena have been met These options are equity-settled and the number of shares subject to options, the periods in
which they were granted and the penods in which they may be axercised are given below

2 A Savings Related Share Option Scheme for employees The employees nvolved in the scheme have the nght to subscnbe for
up to 58 8m ordinary shares The number of shares subject to options, the perods in which they were granted and the periods in
which they may be exercised are given below These options ara equity-settled, have a masamum term of 3 5 years and generally
vest only If employees remain in employment to the vesting date

3 A Long-Term Incentive Plan ("LTIP") for serior managers The mdwiduals nvolved in the scheme have the nght to subscnbe for up
to 6 1m ordinary shares at 1 pance per ordinary share The number of shares subject to awards, the periods in which they were
granted and the penods in which they may be awarded are given below These awards are equity-settled and have a maximum
term of 3 years

The vesting condiions attached to the Company's LTIP arrangements are explained in detail in the directors’ remuneration report
on pages 61 to 73

4 A Co-Investment Plan (“CIP") for directors and senior managers The schems 1s structured as a share matching plan and the
indwiduals involved in the scheme are raguired to commit and retain a sigrificant amount of capital in the form of Premier Foods
shares The number of shares subject to awards, the penods n which they were granted and the penods in which they may be
awarded are given below These awards are equity-setfled and have a maxamum term of 3 years

5 A small number of shadow awards have been made to seruor management of the Group These awards are cash-settled, have
a maximum term of 3 years and vest with the employees in accordance with the terms of the LTIP noted below They have an
exercise price of 1 pence and remaining contractuat life of ¢ 6 years

Dunng the year, the Group modried its outstanding share option and award schemes following the placing and open offer and firm
placing in March 2009

The Group decreased the exercise pnce by 4 87% for certain schemes and ncreased the number of share options/awards for all
schemes by 5 12% The incremental far value granted resulting from these modifications was £0 2m increase in charge over the
remaining vesting penods of the schemes The incremental far value granted was measured using pncing medels consistent with the
Group's other schemes

Detalls of the share options of the Prermier Foods ESOS are as follows

2009 2008

Weighted Waghted

average average
exercise price EXerCISe pnee

Year {Restated)

of expiry Options {p) Options p)
QOutstanding at beginning of year 2,559,360 162 2,598,043 162
Granted from placing and open offer and firm placing 128,597 162 - -
Forfeited dunng the year {1,087,175) 162 {38,683) 162
Qutstanding at the end of the year 2014 1,600,782 162 2,559,360 162
Exercisable at the end of the year 1,600,782 162 1,096,869 162

1 The 2008 waighted average exercise pricas have been restated to reflect the 4 B7% reduction in exercise price for certain schemes foliowing the plaong
and open citer and firm placing in the year

118 Premier Foods plc Annual report and accounts 2009 Stock code PFD




27

Reserves and share capital continued

The options outstanding at 31 December 2009 had a weighted average exercise pnce of 162 pence {2008 162 pence}, and a weighted
average remaining contraciual Iife of 4 6 years (2008 5 6 years)

The options under the Prermier Foods plc ESOS are equity-settled and have a maximum term of 10 years

Deatalls of the share options of the Premier Foods Savings Related Share Option Schemes are as follows

2009 2008

Weighted Weighted

average average
exercise price EXEeIcISe price

(Restated)!

Options p) Options [(s}]
Qutstanding at beginning of year 20,783,748 89 11,373,922 175
Granted from placing and open offer and fim placing 854,871 89 - -
Exercised dunng the year - - (4,731) 164
Granted dunng the year 50,685,147 36 16,876,711 a8
Forfeited dunng the year {13,551,818) 81 {7.462,154) 175
Qutstanding at the end of the year 58,771,948 45 20,783,748 89
Exercisable at the end of the year 9,700 177 17,495 173

—

The 2008 weighted average exarcise pncas have been restated to reflect the 4 87% reduction in exercise price for certain schemes following the placing
and open offer and firm placing in the year

Dunng the year, 50 7m (2008 16 9m) options were granted under the Savings Related Share Option Schemes, with a weighted
average exercise price at the date of exercise of 36 pence per ordinary share

The options cutstanding at 31 Becember 2009 had a weighted average exercise price of 45 pence (2008 89 pence), and a weighted
average remaining contractual life of 2 7 years {2008 2 B years)

Detalls of the share options of the Premier Foods LTIP are as follows

2009 2008

Weighted Weighted

average average

exercise price axercise price
QOptions {p) Options (9]

Outstanding at baginmng of year 5,035,277 1 4,417 661 1
Granted from placing and open offer and firm placing 128,400 1 - -
Granted dunng the ysar 3,991,150 1 2,394,634 1
Forfeted dunng the year {3,024,596) 1 {1.777,018} 1
Qutstanding at the end of the year 6,130,231 1 5,035,277 1

Exercisable at the end of the year - - - -

Dunng the year, 4 Om (2008 2 4m} of awards were granted under the L7iP, with a weighted average share pnce at the date of exerctse
of 1 pence The awards outstanding at 31 December 2009 had a weighted average remaning contractual te of 1 9 years (2008 17
years) Detals of executive director participation in the above schemes can be found In the directors’ remuneration report on pages
61t073

The weighted average far value of awards granted dunng the year was 49 pence per award (2008 70 pence) This was determined
using a closed-form approach as a proxy for a stochastic Monte Carlo valuation model (which takes into account market-based
performance conditions) except for the Savings Related Share Option Scheme where the Black-Scholes model was used The
signicant nputs into the mode! were

2009 2008
Weighted average share pnce (pence) H 126
Annual nsk-free Interest rate (%) 25 40
Expected dmvidend at grant date (%) - 45
Expected option life (years) 3 3
Expected volatiity (%) 37 33

The expected dividend used in 2008 was based on the annual average dwvidend yield for the Group up 1o the date of the grant {15 Apnl
2008) and matched to the expected Ife of the awards

The volatilty measured at the standard daviation of expected share price returns 1s based on statistical analysis of daily share pnces
over the last three years
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Notes to the financial statements continued

27 Reserves and share capital continued
Details of the share awards of tha Premier Foods CIP are as follows

2009 2008
Weighted Weighted
average average
exercise price exercise pnce
Options (p) Qptions [(¢)}
Cutstanding at beginning of year 4,427,418 1 1,272,454 1
Granted from placing and open offer and firm placing 226,684 1 - -~
Granted dunng the vear 5,236,033 1 3,530,765 1
Forfeited dunng the year (1,624,298) 1 {375,801) 1
Outstanding at the end of the year 8,265,837 1 4,427,418 1
Exercisable at the end of the year - - - ~

The awards outstanding at 31 December 2009 had a weighted average remaning contractual Iife of 1 9 vears (2008 2 1 years) The
weighted average farr value of awards granted during the year was 48 pence per award (2008 66 pence) This was determined using a
closed-form approach as a proxy for a stochastic Monte Carlo valuation model The signdicant inputs into the model were

2009 2008
Weighted average shars price {pence) 40 118
Annual nsk-free interest rate (%) 25 40
Expected dvidend (%) - 45
Expected option life (years) 3 3
Expected volatlity (%) a7 33

The volatility measured at the standard dewviation of expected share pnce returns 1s based on statistical analysis of datly share prices
over the last three years

In 2009, the Group recognised an expense of £2 7m (2008 £2 3m), related to all equity-settfed share-based payment transactions

28 Notes to the cash flow statement

Reconciltation of operating profit/{loss) to cash flows from operating activities
Year ended Year ended

31 Dec 31 Dec
2009 2008
{Restated)'
£m £m
Continuing operations
Operating profit/(loss) 176 5 (41 4)
Depreciation of property, plant and aquipment 523 507
Amortisation of ntangible assets 787 767
Impaiment and (gain)/loss on disposal of property, plant and equipment (19 106
Impairment of goodwll - 194 4
Revaluation losses/(gains) on financial nstruments 63 [R)]
Share-based payments 27 23
Net cash inflow from operating actvities before interest and tax and movements in working capital 3146 286 4
Decrease/{increase) in INnventones 244 (38 B)
Increasa in trade and other recenvables (89) {42 5)
{Decrease)/increase In trade and other payables and provisions 532 236
Movement in nst rstirement benefit obligations {509) {56 6)
Cash generated from continuing operations 226 0 1721
Discontinued operations {6 6) 16 2
Cash generated from operating activitias 2194 188 3
Exceptional tems cash flow 713) (121 8)
Cash generated from operations betore exceptional tems 2907 3101

1 The 31 December 2008 comparatives have been restated to reflect an increased share based payment charga following the amendment to IFRS 2
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Notes to the cash flow statement continued
Additional analysis of cash flows

Year ended Year ended

31 Dec 31 Dec

2009 2008

£m £m

Interest pad (162.5) {150 4)

Interest receved 108 450

Financing costs (26 1) {202)

Return on financing {177.8) {125 6}

Sale of subsidianes/businesses 452 -
Reconciliation of cash and cash equivalents to net borrowings

Year ended Year ended

31 Dec 31 Dec

2009 2008

£m £m

Net (outflow)inflow of cash and cash equivatents {47 3) 88

Decrease in finance leases 03 26

Decreasef(increase} In borrowings 4640 (133 2}

Other non-cash changes {153) 26 5)

Decrease/(increase) in borrowings net of cash 4017 {148 3)

Total net borrowings at begnning of year (1,766 8) (1,618 5)

Total net borrowings at end of year (1,365 1) (1,766 8)

Analysis of movement in borrowings

As at Other As at

1 Jan non cash 31 Dec

2009 Cash flow changes 2009

£m £m £m £m

Bank overdrafts 69 {27 6) - {34 5)

Cash and bank deposits 4086 (197) {1 5) 194

Net cash and cash equivalents 337 473) s (15 1)

Borrowings — term faciities (1,341 6) 617 - (1,279 9)

Borrowings — ravolving credit faciities {450 0) 3771 5.0 {67 9)

Finance leases (7 06 (0.3) (t4)

Other {17.6) 09) - {18 5)

Gross bomowings net of cash? {1,777 2) 3912 3.2 {1,382 8)

Debt issuance costs 104 261 (18.8) 177

Total net borrowings' {1,766 8) 473 {15.6) {1,365 1)

1 Bomowings excludes denvative financial instruments and other financial lablities fair valuad through profit or loss

Operating lease commitments

The Group has lease agreements in respect of properties, plant and egquipment, for which future mimimurn payments extend over a

number of years

2009 2008

Plant and Plant and

Property equipment Property equipment

£m £m £m £m

Within one year 14.7 149 164 139

Between 2 and 5 years 50.1 282 560 330

After 5 years 84.7 21 1153 15

Total operating lease commitments 1495 452 187 7 48 4
The Group sub-iets vanous properties under non-cancellable lease arrangements

Capntal commitments

2009 2008

£m £m

Contracts placed for future capital expendtture not provided in the financial statements 148 228

www premierfoods co uk
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Notes to the financial statements continued

31 Contingencies
In April 2008, the UK Office of Farr Trading notfied the Group of an nquiry into potential co-ordination of retall prices in sectors of the
grocery market The Group Is co-operating with the ingquiry which 1s currently at the information gathering stage
Dunng the year the Group has been in discussion with one of the Group Pension Schemes relating to the possibity that t may have to
recognise some addiional liability The legal position and the potential methods of calculation of the liability 1s, as yet, uncertain In the
event that it matenalises, the iImpact on net assets is not expected to be significant and the cash impact would be spread over several
years In line with the agreed pension deficit recovery penod for the Scheme agreed by the Group and Trustees
There were no other matenal contngent labilies at 31 December 2009 Other contingenctes and guarantees in respect of the Parent
Company are descnbed in note 8 of the Parent Company financial statements
32 Related party transactions
Key management personnel of tha Group are considered to be the executive and non-axecutive directors, the Operations Board and
the Company Secretary
Details of ther remuneration are set out below 1IN aggregate for each of the categonas specified m IAS 24 “Related Party Disclosures™
Further nformation about the remuneration of ndwidual directors I1s provided in the audited part of the directors’ remuneration report on
pages 61 ta 73
Year ended Year endad
31 Dec 31 Dec
2009 2008
£m £m
Satanes and other short-term benefits 51 43
Post-employment benefts 03 04
Termination benefits 13 07
Share-based payments 09 01
Total 7.8 55
WP X Investments Limited {“Warburg Pincus”) 1s considered to be a related part of the Group by virtue of its 15 7% equity shareholding
in Premier Food pic and of its power to appoint a member to the Beard of directors, which has been exercised There have been no
transactions dunng the year
Apart from the information above, there were no other related party transactions
33 Post-balance sheet events
Cn 1 January 2010, the Group undertook an internal recrganisation which resulted in the transfer of the trade and assets of Chivers
Hartley Limited, H L Foods bimited, Premier Ambient Preducts (UK) Limnited and Prermier International Foods UK Limitted to a tellow
subsidiary, Premier Foods Group Limited
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Premier Foods plc Company financial statements

The following statements reflect the financial position of the Company, Premier Foods plc, as at 31 December 2008 and 2008 These financial
statements have been prepared In accordance with Generally Accepted Accounting Standards in the United Kingdom ("UK GAAP™} The
directors have taken advantage of the exemption avallable under section 408 of the Companies Act 2006 and not presented a profit and loss

account for the Company alone

Balance sheet

As at As at
31 Dec 31 Dec
2009 {Restated)*
2008
Note £m £m
ASSETS
Non-current assets
Investments 3 1,743 7 1,741 5
Daferred tax assets 03 10
Current agsets
Debtors 4 624 5 232 6
Cash at bank 03 03
Total assels 23688 19754
Current habilihes
Creditors 5 (47.0) 439
Total habilities 47.0) (439
Net assets 23218 1,831 5
Capital and reserves
Share capital 6 240 a5
Share prermium 6 1,124 7 7606
Merger reserve 3] 1,027 5 1,027 5
Profit and loss reserve 6 1456 1349
Total shareholders’ funds 23218 18315

1 The 31 December 2008 comparatives have been restated to reflact an increased share based payment charge following the amendments to IFRS 2

Robert Schofield
Director and
Chief Executive

www premierfoods co uk

Jim Smart
Director and
Chief Financial Officer

Premier Foods plc Annual report and accounts 2009 123

SSBUISNG MO

MBDIARI ssauisng

aouBLIGAOD)

Sluawiaels [eroueuly

uoIeLLIoH JBYIO)



Notes to the Company financial statements

1 Accounting policies

Basis of preparation

The financial statements have been prepared In accordance with the Companies Act 2006 and applicable accounting standards

in the United Kingdom (“UK GAAP™), under the histoncai cost convention, with the exception of share-based payments which are
incorporated using fair value The profit for the year of £8 1m (2008 £9 1m} s recorded in the accounts of Pramier Foods plc The
directors have taken advantage of the exemption avanable under section 408 of the Companies Act 2006 and not prasented a profit
and loss account for the Company

Tha Company has taken exemption under Financial Reporting Standard 1 “Cash Flow Statements” (‘FRS 1) to not prepare a cash flow
statement The Company 15 also exempt under the terms of Financial Reporting Standard 8 “Related Party Transactions™ (*FRS 87) from
disclosing related party transactions with entities that are part of the Premier Foods plc Group or investess of the Premuer Foods plc
Group

Fixed asset Investments
[nvestments held as fixed assets are stated at cost less any prowsion for impamment in ther value

Taxation

The charge for taxation 1s based on the profit for the year and takes into account deferred taxatron The Company provides in full for
deterred tax ansing from timing differences betwesn the recogrition of gains and losses in the financial statements and therr inclusion
In tax computations to the extent that a liability or an asset 1s expected to be payable or recoverable in the foreseeable future The
Company discounts s deferred tax iabiity as appropnate

Cash and iquid resources
Short-term cash deposits, which can be called on demand without any matenial penalty, are mcluded within cash balances in the
batance sheet

Share-based payments

The far value of employee share option plans is calculated using an option-pncing model In accordance with Financial Reporting
Standard 20, Share-based Payment (*FRS 207, the resulting cost 1s charged to the profit and loss account over the vesting perod

of the options for employees employed by the Parent Company, or treated as an investment in subsidianes in respect of employees
employed by the subsicianes where the cost 1s recharged The value of the charge Is adjusted to reflect expected and actual levels of
options vesting

Dividends
Dmdend distnbution to the Company shareholders 1s recognised as a liability 1n the Company's financial statements in the period in
which the dindands are approved by the Company’s shareholders, and for intenm dividends in the penod in which they are paid

2 Operating profid
Audt fees in respect of the Company are £nil (2008 Crul)

At 31 Decamber 2009, the Company had 3 employess {2008 3}, and their remuneration totalled £3 1m {2008 £1 3m) This excludes
the Company's 7 {2008 6) non-executive directors whose remuneration totalled £0 6m (2008 £0 6m}

3 Investments
2009 2008
(Restated)'

£m £m

Shares in subsidiary undertakings
At 1 January 1,741 6 1,7383
Additions 22 22
At 31 December 1,743 7 1,741 5

1 The 31 December 2008 comparativas have been restated to reflect an increasad share based payment charge following the amendment to IFRS 2

During 2009, a capital contribution of £2 2m {2008 £2 2m) was given in the form of share incentive awards to employees of subsidiary
companies which were reflected as an increase in investments See note 18 on page 101 in the Group financial statements for a list of
the pnncipal subsidiary undertakangs A full Iist of subsidiary undertalangs 1s available from the Company Secretary

4 Debtors
2009 2008
£m £m
Amounts falling due within one year
Amounts owed by subsichanes 624 5 2323
Prepayments - 03
Total debtors falling due within one year 624 5 2326

The above balances are not subject to interest rate nsk as they are interest-free Carmnng value approximates fair value
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6.

Creditors

2009 2008
£m £m

Amounts payable within one year
Amounts due to subsidanes 408 395
Accruals - 07
Corporation tax 62 37
Total creditors falling due within one year 4790 438

The above balances are not subject to interest rate nsk as they are interest-free Carrying value approxmates far value

Share capital and other reserves

Share Share Merger Profit and
capttal premium reserve loss resarve Totai
£m £m £m £m £m
At 1 January 2008 85 7606 1,027 5 1774 1,874 0
Shares 1ssued (a) - - - - -
Profit for the year - - - 91 91
Dvdends pad - - - 547) (54 7)
Share-based paymants’ (b) - - - 31 31
At 31 December 2008 85 7606 1,027 5 134 9 1,9315
Shares 1ssued {a) 155 388 4 - - 403 9
Share 1ssue costs {a) - (24 3) - - (24 3)
Profit for the year - - - 81 a1
Share-based payments (b} - - - 26 26
At 31 December 2009 240 1,124 7 1,027 5 1456 23218

1 The 31 December 2008 comparatives have been restated 1o reflect an increased share-based payrnent charge following the amendments to IFRS 2

For detals on authonsed share capital, and the Company share option schemes see note 27 on page 117 in the Group's financial

statements

&) 2009

On 24 March 2008, the Group raised approximately £379 6m, net of expenses, through the 1ssue of 1,553,416,776 new 1 pence
ordinary shares The 1ssue was structured as a placing and open offer of 1,066,7566,006 new ordinary shares at a price of 26
pence per share, and a trm placing of 497,680,770 new ordinary shares at a prce of 26 pence per share

2008

Dunng 2008, 4,731 1 pence ordinary shares were 1ssuad to certan employees at a price of between 171 and 186 pence per
ordinary share upon the exercise of share options and were fully pad up

(b)  These costs reflect the cost of share option schemes in operation
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Notes to the Company financial statements continued

7 Operating lease commiiments
At 31 Decermnber 2009, the Company had annual commitrnents under non-cancellable operating leases in respect of land and buildings

as follows
2009 2008
£m £m
Within one year - -
Between 2 and 5 ysars n -
After 5 years 03 03
Total 03 03

The lease expense has been borne by a subsidiary company

8 Contingencies and guarantees

Premier Foods plc has provided guarantess to third parties in respect of borrowings of certan subsidhary undertakings The masamum
amount guaranteed at 31 December 2009 1s £1 8bn (2008 £1 8bn)

Dunng the year the Group has been in discussion with one of the Group Pension Schemes relating to the possibility that it may have to
recognise some addional labity The tegal position and the potential methods of calculation of the habrity are, as yet, uncertain In the
event that it materialises, the impact on net assets 1s not expected to be significant and the cash impact would be spread over several

years in ine with the agreed pension deficit recovery penod for the Scheme agreed by the Group and Trustees

In April 2008, the UK Office of Farr Trading notriied the Group of an inguiry into potential co ordination of retaill pnces m sectors of the
grocery market The Group 1s co-operating with the inquiry which 1s currantly at the imformation gathenng stage

9 Post-balance sheet events
On 1 January 2010, the Group undertock an internal reorganisation which resulted m the transfer of the trade and assets of Chivers
Hartley Limrted, H L Foods Limited, Premier Ambient Products (UK) Limited and Prermier International Foods UK Limited to a fellow
subsidiary, Premier Foods Group Limited
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Shareholder information

Electronic communications with shareholders

At the 2008 AGM shareholders agreed to change the
Company’s Articles of Associabion to allow the Company to
use its webstite as its man method of communication with
shareholders Election forms were sent to shareholders in
January 2009 and shareholders who did not request to receve
sharehclder information N paper form will receve a notification
when shareholder documents are available on the Company's
website

If you would prefer to receve an email notifying you of the
publication, please reqister at www shareview ¢o uk or contact
the registrar at the address below The Shareview website also
enables shareholders to view detals of their own shareheiding
or electronically appoint a proxy to vote on their behalf on

any poll that may be held at the forthcoming Annual General
Meeting

The Company no longer publishes intenm results in hard copy

Further information including, results and presentations,
financial nformation, share pnce information and RNS
announcements are avalable online at www premierfoods
co uk

Corporate social responsibility
The Premier Foods corporate social responsibility report Is
avallable on our website at www premierfoods co uk

Annual General Meeting
20 May 2010 at 11 00 am
insurance Hall, 20 Aldermanbury, London EC2V 7THY

Company Secretary and Registered Office
Suzanne Wise

Premier Foods plc

Premeer House

Centnum Business Park

Gnffiths Way

St Albans

Hertfordshire

AL1 2RE

Investor Relation contacts
Gwyn Tyley

Premier Foods plc

Premier House

Centnum Business Park
Gnffiths Way

St Albans

Hertfordshire

AlL1 2RE

email investor relations@premierfoods co uk
Tel +44 (0)1727 815850

Registrars and transfers office
Equiniti

Aspect House

Spencer Road

Lancing

Waest Sussex

BNG9 6DA

Shareholder helpiine 0871 384 2030

Independent auditors
PncewaterhouseCocpers LILP
1 Embankment Place
London

WGC2N 6RH

Lawyers
Slaughter and May
One Bunhill Row
London

EC1Y BYY

Prncipal bankers

Barclays Bank PLC

Bayensche Landesbhank

BNP Panbas

Lloyds TSB Bank plc
Rabobank, London

The Royal Bank of Scotland plc

Corporate brokers

Cigroup Global Markets Limited
Citigroup Centre

25 Canada Square

Canary Wharf

London

E14 5LB

RBS Hoare Govett Umited
250 Bishopsgate

London

EC2M 4AA

$88UISNQ INQ

MBIAAL SSBUISNY

BSIUBLIGADD)

SIUSWIBIRLS [BIoUELI4

UONBLLIOJUI JBYIO)

www premierfoods co uk

Premier Foods plc Annual report and accounts 2009

127




Glossary

Adjusted earnings per share
Adjusted earnings per shara 1s
defined as Adiusted profit before tax
less a notonal 1ax rate for the Group
dmded by the weghted average
nurnber of shares inissue dunng the
penod

Adjusted Profit before 1ax
Trading profit iess net regular interest
payable

AGM
Annual General Meeting

Amortisation

An annual charge mada In a
company's profit and loss account
to reduce the value of an intangible
asset (o its residual value over its
useful economic Ife

Bps
Basis pont — a unit that 1s equal to
1/100th of 1%

BRC
The Bnhish Retail Consortium

Called-up share caprtal
Ordinary shares 1ssued and fully
pad

CGU

Cash Generating Unit — the smallest
identifiable group of assets that
generate cash inflows that are largety
independent of the cash inflows from
other assats or groups of assets

cip
Premier Foods plc Co-Investment
Plan

Combined Code

The 2008 Combined Code on
Corporate Governance published by
the Financial Reporting Council

EBITDA
Earnings before nterest, tax,
depreciation and amortisation

EBT
Employee Benefit Trust

EPS

Earnings Per Share — calculated

as total eamings dmded by the
waighted average number of shares
in1ssue dunng the penad

ESOS
Premier Foods plc Executive Shara
Option Scheme

Fair value

The amount for which an asset could
be exchanged, or a liability settled,
between knowledgeable willing
parties In an arm's length transaction

FDF
The Food and Drnk Federation

Finance lease

A lease that transfers substantially all
1he nsks and rewards incidental to
ownershep of an asset

Free Cash Flow

The amount of money that a
business has at its disposal at any
given me after paying out operatng
costs, mterest payments on bank
icans and bonds, salanes research
and development and cother fixed
costs

FSA

Depending on the context either
the Food Standards Agency or the
Financial Servicers Authonty

GDAs
Guidance Daly Amounts

HACCP
Hazard Analyssis Crtical Control
Point

Higgs Report

Report in the UK by Derek Higgs on
the role and effectiveness of non
executive directors

HMRC
Her Magestys Revenue & Custorns

IAS
Internationat Accounting Standards

IFRIC
Intemationat Financial Reporting
Interpretations Committes

IFRS
International Financial Reporting
Standards

Intangible assets

An identifiable non monetary asset
without physical substance, e g
patents, goodwall trade marks and
copynghts

Interast rate hedging

Entenng into a financial denvative
to protect against untavourable
changas in interast rates

Interest rate swaps

An agreement batween two parties
that allows esher party 10 modify the
interest cost without changing the
charactenstics of the underlying debt

KPRl
Key Performance Indicator

LIBOR
The London Inter-Bark Offered Rate

LTtP
Premier Foods ple Long-Term
Incentve Plan

Mark to market

The recording of a financial asset or
hability to reflect 11s far value rather
than its book value

Net regular interest payable

The net Interest after excludmg non
cash items, namaly exceptional wnta-
off of financial costs, accelerated
amaortisation of debt issuance costs,
far value adjustments on mnterest rate
financial instruments and the unwind
of the discount on provisions
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Non branded

Non branded products compnse
retailer brand and business to
business sales

Non-recourse secuntisation

The sale of selectsd accounts
receivable on a non recourse basis
where legal title and non-payment
nsk 15 transfermed to a thd party

Operating lease
A leass that 1s not a Finance lease

Operating Profnt
A company’s profit afier deducting its
operating costs from gross profit

Orders to Cash

The Fusion programme
encompasses a number of kay
business strearns Orders to Cash
15 one such stream and represents
the processes and systems involved
in the receipt of an order, through
distnbution to receipt of payment
from the customer

Placing and Open Offer

Placing and Open Offer and Firm
Placing camed out by the Company
in March 2009 as part of its
refinancing exarcise

PP
Percentage points

Pro forma

Pro forma compansons are
calculated as follows current
year actual results (which include
acquisiions and/or disposals from
the relevant date of complation)
are comparad with prior year
actual results adiusted 1o include
the resuits of acquisitions and/or
disposals for the commensurate
period in the pnor year

Project Fusion

Launched n June 2005 Programme
Fusion 1s a major undertaking
essential to the development of the
business It encormpasses a senes of
projects undar its banner including
the introduction of “Best Practice
Business Procasses” and a fully
integrated schtware package n the
form of SAP

Proposed dvidend
Dmdend declared by directors but
not yet approved by shareholders

PSP
Premier Group Performance Share
Plan

RIDDOR
Reporting of Ijunes, Diseases and
Dangerous Occurences Regulations

Retailer branded
Also known as “private label” or “own
label” products

SAP

SAP 15 the market leader in the
supply of enterpnse resources
planning (ERP) SAP 15 also the name
of the software and 15 an acronym for
Systems, Applications and Products
This software 1s baing deployad as
part of the Fuston programme

SAYE
Save as-you-earn Employee
Sharesave Scherme

Share Capital
Ordinary shares Issued and fully paid

Share Premum Account
Addiional pad in capital or paio-in
surplus (not distnbutable)

SKU

(Stock Keepmg Unit)

Each specific product tem which

15 identifiable as separate from any
other due to brand size flavour etc

Term and Revolving Credit Facility
The amounts of money borrowed

or avalable for borrowing where

the repayment of the debt 15
predetermmed by a contract

The Company
Premier Foods pic

The Group
The Company and its subsidianes

Trading Profit

Qperating profit before exceptional
temns, amortisation of intangible
assets, the revaluation of foreign
exchange and other denvative
contracts under 1AS 39 and pension
credits or charges in relation

to the difference between the
expected returmn on pension assets,
administration costs and interest
costs on pension habdites

TSR

Totat Shareholder Return — the
growth in value of a shareholding
over a specified penod assuming that
dvdends are reinvested to purchase
addiional shares

Turnbull report

Guidance 1ssued by the Institute of
Chartered Accountants i England
& Wales on the implementation of
the internal control requirements of
the Combined Coda on Corporate
Governance at the request of the
London Stock Exchange

UK GAAP
UK Generally Accepted Accounting
Prnciples

WACC
Weighted Average Cost of Capital

YoY
Year on year
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Cadbury 15 a trade mark of Gadbury Ltd £ 1s a trade mark of Enn Foods Umited, Omo 5 a trade mark of A H Foods Ltd end Rose € & a trade mark of L Rose &
Company Limitad, all of which are used under icence The Group has an exclusive worldwde hcence 10 use the Loyd Grossman name on certain products

Cautionary Statement

The purpose of this annual report 1s to provide nformation to shareholders of Premier Foods plc ( the Company™} The Company its directors employees and
adwisers do not accept or assume responsibility 1o 2y other person 10 whom this document 1s shown of iNte whose hands 1L may come and any such responsibiiity
or iability s expressly cisclamed |t contains certain forward looking statements with respect to the financial condon results operations and businesses of

the Company These statements and forecasts involve nsk and uncertainty because thay relate to events and depend upon arcumgtances that will occur in tha
future There are a number of factors that could cause actual results or developments 1o ditfer matenally from those expressed or mpled by these forward-looking
statements and forecasts Nothing in this annual repont and accounts should be construed as a profit forecast

In this report we make references to market size, share and growth, retail sales data and household penetration which are sourced from independent market
research and consumer data providers Inciuding Kantar and IR
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