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31 December 2016

Strategic Report
Principal activities
The principal activity of the company is the freeze drying of fruit products for sale to customers.

The business model

Our objectives are to be the leading technology-led ingredients supplier globally and to profitably grow the
business, through further development of our strong relationships with major food businesses around the world.

Fulfilling the needs of our customers requires the company to supply products of the highest quality at a
competitive price. In order to ensure these requirements, as well as security of supply and high food safety
standards, the business is vertically structured and in many cases is able to supply the raw or base material for the
finished product from within the company or from an international pre-qualified supply chain.

The company continues to invest in new product developments and innovations that are key in helping to grow
the business and expand into new market sectors.

Review of the business
These accounts have been prepared in conformity with Financial Reporting Standard (FRS) 102.

The profit for the year, after taxation, amounted to $7.48m (2015: $3.90m).

The directors are satisfied with the performance of the company.

KPIs
The company's key performance indicators are as follows:

2016 2015

$000 $000
Sales 65,063 73,217
Operating EBITDA 8,431 8,822
Debtor days 15 14
Inventory days 73 43
Creditor days 30 26

We have identified the above measures that are important to the company's financial performance and
operational excellence and to our members, customers, suppliers and employees. The Board considers these
in assessing the achievement of the company's strategy.

Results and Dividends

Profit for the year can be found on page 9. Dividends paid during the year totalled $21.558m (2015: nil). The
directors do not recommend the payment of a final dividend.
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Strategic Report (continued)

Principal risks and uncertainties

Strategic, financial, commercial, operational, social, environmental and ethical risks are all considered as part
of the company's controls, which are designed to manage rather than eliminate the risk of failure to achieve
business objectives. Therefore they can only provide reasonable, not absolute, assurance against material
misstatement or loss.

At present there are no current risks affecting the value of the company, however the specific risks and
uncertainties faced by the company, in line with the rest of the food manufacturing sector, are raw material
supply, food quality and hygiene, margins, profitability and competition.

In general, principal risks and uncertainties facing the company are broadly grouped as - competitive,
legislative, supply and financial instrument risk.

Competitive risks

The company is reliant on certain major multinationals for contracts which are subject to periodic competitive
tender, based on financial, quality and performance criteria. To date the business has been successful in
securing and retaining a number of these contracts and has invested significantly in quality systems and
processes.

Legislative risks
The company operates internationally and needs to comply with food and ingredients standards in other
markets.

In the UK and Europe, food ingredients must be manufactured to EU standards. In the United States the Food
and Drug Administration lays down compliance standards for all products entering that market. All these
standards are subject to continuous revision and any new directive may have a material impact on the ability
of the company to manufacture and supply products at a profit. In addition compliance imposes costs and
failure to comply with the standards could affect the company's ability to operate. Management have mitigated
exposure to this risk through quality control processes and supplier screening.

Outside the above markets, the equivalent standards are subject to individual State legislatures. These
standards vary considerably between individual States.

Supply risks

The company is required to source ingredients, the price and availability of which are influenced by numerous
market factors. This risk is managed through the company's fruit growing programme, and through the use of
forward purchasing contracts. Fruit is purchased around the world, subject to growing seasons, with the supply
. chain balanced to ensure the business is not exposed to overdependence on one supplier or region.

Financial instrument risks

The company has established a risk and financial management framework whose primary objectives are to
protect the company from events that hinder the achievement of the company's performance objectives.

The objectives aim to limit undue counterparty exposure, ensure sufficient working capital exists and monitor
the management of risk at a business unit level.
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Strategic Report (continued)
Use of derivatives

The company manages its foreign exchange risk through maintaining as far as possible a balanced portfolio of
currencies. Due to the global nature of the company, there is some degree of natural hedging arising from normal
trading operations. Forward foreign exchange swaps are arranged where there are recognised imbalances in
future currency flows. The company does not engage in foreign currency speculation. The accounting policy for
foreign currencies is set out in note 1 to the accounts.

The company uses forward foreign currency contracts to reduce exposure to the variability of foreign exchange
rates.

Exposure to price, credit, liquidity and cash flow risk

The company has policies to manage price, credit, liquidity and cash flow risk and the Board discusses credit
risk and management on a regular basis.

Price and credit risk are managed by contracts with customers and suppliers. Price risk arises on financial
instruments because of changes in, for example, commodity prices or equity prices. Credit risk is the risk that
one party to a financial instrument will cause a financial loss for that other party failing to discharge an
obligation. Company policies are aimed at minimising such losses and require that deferred terms are only
granted to customers who demonstrate an appropriate payment history and satisfy credit worthiness procedures.
Details of the company’s debtors are shown in note 14 to the financial statements.

J Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with
financial liabilities. The company aims to mitigate liquidity risk by managing cash generation by its operations
and applying cash collection targets throughout the company. The company also manages liquidity risk via
revolving credit facilities and long term debt.

. Cash flow risk is managed by use of foreign exchange as explained above. Cash flow risk is the risk of
exposure to variability in cash flows that is attributable to a particular risk associated with a recognised asset or
liability.

J The company also manages liquidity risk via revolving credit facilities and long term debt provided by
its ultimate parent company.

Future developments

The markets in which the company operates remain highly competitive with continued price pressures from
customers as well as significant upward pressure in raw material costs and other input costs. The company
continues to trade in a difficult environment for food manufacturers however the directors remain cautiously
optimistic about the future. The company continues with its efforts to further develop and expand the product
and customer base of the business.

By Order of the Board

A Ducker
Director

16 August 2017
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Directors’ report
Going concern

The directors confirm that after reviewing existing financial resources and projected cash flow, and considering
current and anticipated market conditions, they have a reasonable expectation that the company has adequate
resources to continue in operational existence for the foreseeable future. The company’s ultimate UK parent,
Broomco (3554) Limited, has extended its loan facilities to 9% December 2028 and has received a working capital
injection from its new parent Nagatanien Holdings Co Limited. Broomco (3554) Limited has committed to give
financial support as required to the company. Accordingly, the going concern basis has been adopted in preparing
these financial statements.

Research and development

Product improvement and development remains important in order to satisfy customer and market demands and
is an integral part of the company's marketing strategy.

Directors
The directors who held office during the year were as follows:
D B Manning (resigned 9% December 2016)

A Ducker
G D Koral

Disclosure of information to auditor

Each person who was a director at the time this report was approved confirms that:

e 5o far as he is aware, there is no relevant audit information of which the company's auditor is unaware; and

e he has taken all the steps that he ought to have taken as a director in order to make himself aware of any
relevant audit information and to establish that the company's auditor is aware of that information.

Third party indemnity provisions

The directors are indemnified against any claim first made against them for any wrongful act in their capacity as
a director, officer or employee of the company.
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Directors’ report (continued)

Employment of disabled persons

Within the grounds of commercial confidentiality, information is disseminated to all levels of staff about matters
that affect the progress of the company and are of interest and concern to them as employees. The Company's policy
is to adopt an open management style, thereby encouraging informal consultation at all levels about aspects of the
Company's operations. Employment policies are designed to provide equal opportunities irrespective of colour,
ethnic or natural origin, nationality, sex, religion, marital or disabled status. Full consideration is given to
applications for employment by and the continuing employment, training and career development of disabled people.

Political contributions

Neither the Company nor any of its subsidiaries made any political donations or incurred any political
expenditure during the year.

Auditor
Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be reappointed and

KPMG LLP will therefore continue in office.

This is report was approved by the board on 16 August 2017 and signed on its behalf

et

A Ducker Unit 26, Brighton Street Industrial Estate
Director Freightliner Road
Hull

East Yorkshire

HU3 4UN

16 August 2017
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Chaucer Foods Limited

Statement of Directors' responsibilities in respect of the Strategic Report, Directors' Report
and the Financial Statements

The directors are responsible for preparing the Strategic Report, Directors' Report and financial statements in
accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with UK Accounting Standards and
applicable law (UK Generally Accepted Accounting Practice) including FRS 102 The Financial Reporting
Standard applicable in the UK and Republic of Ireland.

Under company law the directors must not approve the financial statements unless they are satisfied that they give
a true and fair view of the state of affairs of the company and of its profit or loss for that period. In preparing the
financial statements, the directors are required to:

select suitable accounting policies and then apply them consistently;

make judgements and estimates that are reasonable and prudent;

state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial;

prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the company's transactions and disclose with reasonable accuracy at any time the financial position of the
company and enable them to ensure that the financial statements comply with the Companies Act 2006. They
have general responsibility for taking such steps as are reasonably open to them to safeguard the assets of the
company and to prevent and detect fraud and other irregularities.



INDEPENDENT AUDITOR'S REPORT
to the members of Chaucer Foods Limited

We have audited the financial statements of Chaucer Foods Limited for the year ended 31 December 2016 set out on
pages 9 to 31. The financial reporting framework that has been applied in their preparation is applicable law and UK
Accounting Standards (UK GAAP) including FRS 102 The Financial Reporting Standard applicable in the UK and
Republic of Ireland.

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

Respective responsibilities of directors and auditor

As explained more fully in the Directors' Responsibilities Statement set out on page 7, the directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and fair view. Our
responsibility is to audit, and express an opinion, on the financial statements in accordance with applicable law and
International Standards on Auditing (UK and Ireland). Those standards require us to comply with the Auditing
Practices Board's Ethical Standards for Auditors.

Scope of the audit of the financial

A description of the scope of an audit of financial statements is provided on the Financial Reporting Council's
website at www.frc.org.uk/auditscopeukprivate.

Opinion on financial statements
In our opinion the financial statements:

e give atrue and fair view of the state of the company's affairs as at 31 December 2016 and of its profit for the
year then ended;

e have been properly prepared in accordance with UK Generally Accepted Accounting Practice; and
e have been prepared in accordance with the requirements of the Companies Act 2006.

Opinion on other matters prescribed by the Companies Act 2006

In our opinion the information given in the Strategic Report and Directors' Report for the financial year for which
the financial statements are prepared is consistent with the financial statements.

Based solely on the work required to be undertaken in the course of the audit of the financial statements and from
reading the Strategic report and the Directors’ report:

e we have not identified material misstatements in those reports; and

e in our opinion, those reports have been prepared in accordance with the Companies Act 2006.

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 if, in our opinion:

e adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us; or

e the parent company financial statements are not in agreement with the accounting records and returns; or
e certain disclosures of directors’ remuneration specified by law are not made; or

e we have not received all the information and explanations we require for our audit.

NMQ‘M C H‘w&g R
Malcolm Harding (Senior{Statutory Auditor)
for and on behalf of KPMG LLP (Statutory Auditor)
Chartered Accountants
1 Sovereign Square
Leeds
LS14DA

-
4 August 2017
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Profit and Loss Account and Other Comprehensive Income
for the year ended 31 December 2016

2016 2015
Note

$000 $000
Turnover 2 65,063 73,217
Cost of sales (50,351) (57,520)
Gross profit 14,712 15,697
Selling and distribution costs 3 (1,616) (1,764)
Administrative expenses 3 (4,700) (5,159)
Operating profit before exceptional items 8,396 8,774
Administrative expenses — exceptional 3 - (4,016)
items (net)
Operating profit 3 8,396 4,758
Interest receivable and similar income 6 450 251
Interest payable and similar charges 7 (411) (158)
Profit on ordinary activities before 8,435 4,851
taxation
Tax on profit on ordinary activities 8 (955) (947)
Profit for the financial year 7,480 3,904
Other.comprehensive income
Profit for the financial year 7,480 3,904
Foreign currency translation differences 463 48
Other comprehensive income for the 463 48
year, net of income tax
Total comprehensive income for the year 7,943 3,952

The notes on pages 12 to 31 form an integral part of these financial statements.



Balance Sheet
at 31 December 2016

Fixed assets

Intangible assets

Tangible assets
Investments

Current assets
Stocks
Debtors

Creditors amounts falling due within one year

Net current assets

Total assets less current liabilities

Creditors amounts falling due after more than one
year
Accruals and deferred income

Net assets

Capital and reserves
Called up share capital
Share premium account
Profit and loss account

Shareholders’ funds

Note

10

13
14

15

15

16
16
16

2016

$000 $000

113

46

7,579

7,738
10,188
41,022
51,210
(33,703)

17,507

25,245

25,245

1,019

11,163

13,063

25,245

The notes on pages 12 to 31 form an integral part of these financial statements.

Chaucer Foods Limited

31 December 2016

2015

$000 $000

63

7,703

7,766
8,848
44,645
53,493
(22,399)

31,094

38,860

38,860

1,019

6,163

31,678

38,860

These financial statements were approved by the board of directors on 16 August 2017 and were signed on its

behalf by:

A Ducker
Director

Company registered number: 03168607
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Statement of Changes in Equity

Balance at 1 January 2015

Profit for 2015
Other comprehensive income

Total comprehensive income for the
year

Balance at 31 December 2015 and
1 January 2016

Profit for 2016
Other comprehensive income

Total comprehensive income for the
year

Issue of new shares

Dividends paid

Balance at 31 December 2015

Share Share
capital premium
$000 $000
1,019 6,163
1,019 6,163
- 5,000
1,019 11,163

Chaucer Foods Limited

Profit and
loss account

$000

27,726

3,904
48

3,952

31,678

7,480
463

7,943

(5,000)
(21,558)

13,063

Total equity

$000

34,908

3,904
48

3,952

38,860

7,480
463

7,943

(21,558)

25,245

31 December 2016

11
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Notes
(forming part of the financial statements)

1 Accounting policies
1.1 Basis of preparation

Chaucer Foods Limited (the “Company”) is a company limited by shares and incorporated and domiciled in the
UK. The Company’s registered office address is Unit 26, Brighton Street Industrial Estate, Freightliner Road, Hull,
Yorkshire, HU3 4UN.

These financial statements were prepared in accordance with Financial Reporting Standard 102 The Financial
Reporting Standard applicable in the UK and Republic of Ireland (“FRS 102”). The presentation currency of
these financial statements is the US Dollar as the majority of the Company’s turnover, cashflow and borrowings
are in US Dollars. All amounts in the financial statements have been rounded to the nearest $1,000.

The Company’s ultimate UK parent undertaking, Broomco (3554) Limited, includes the Company in its
consolidated financial statements. The consolidated financial statements of Broomco (3554) Limited are prepared
in accordance with Financial Reporting Standard 102 The Financial Reporting Standard applicable in the UK and
Republic of Ireland and are available to the public and may be obtained from Unit 26, Brighton Street Industrial
Estate, Freightliner Road, Hull, Yorkshire, HU3 4UN. In these financial statements, the company is considered to
be a qualifying entity (for the purposes of this FRS) and has applied the exemptions available under FRS 102 in
respect of the following disclosures:

e  Reconciliation of the number of shares outstanding from the beginning to end of the period,;
e (Cash Flow Statement and related notes; and
e Key Management Personnel compensation.

As the consolidated financial statements of Broomco (3554) Limited include the equivalent disclosurés, the
Company has also taken the exemptions under FRS 102 available in respect of the following disclosures:

e  Certain disclosures required by FRS 102.26 Share Based Payments; and,

e The disclosures required by FRS 102.11 Basic Financial Instruments and FRS 102.12 Other Financial
Instrument Issues in respect of financial instruments not falling within the fair value accounting rules of
Paragraph 36(4) of Schedule 1.

12
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Notes (continued)
1 Accounting policies (continued)

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods
presented in these financial statements.

The financial information presented covers the years ended 31 December 2016 and 31 December 2015.

Judgements made by the directors, in the application of these accounting policies, that have significant effect on
the financial statements and estimates with a significant risk of material adjustment in the next year are discussed
in note 20.

1.2 Measurement convention

The financial information has been prepared on the historical cost basis except that derivative financial
instruments are stated at their fair value.

1.3 Going concern

The Company has access to funding from its ultimate parent and the wider Chaucer group. The directors consider
that the existing facilities remain sufficient for the working capital needs of the business and that they will continue
to be able to make capital repayments as they fall due.

After making enquiries the Directors have a reasonable expectation that the Company has adequate resources to
continue in operation for the foreseeable future. For these reasons, they continue to adopt the going concern basis
in preparing the financial information.

The Company has received confirmation from its parent company that it will provide financial support for the
foreseeable future and at least the next 12 months.

1.4 Foreign currency

Transactions in foreign currencies are translated to the respective functional currencies of Company entities at
the foreign exchange rate ruling at the date of the transaction. Monetary assets and liabilities denominated in
foreign currencies at the balance sheet date are retranslated to the functional currency at the foreign exchange
rate ruling at that date. Non-monetary assets and liabilities denominated in foreign currencies that are stated at
fair value are retranslated to the functional currency at foreign exchange rates ruling at the dates the fair value
was determined. Foreign exchange differences arising on translation are recognised in the profit and loss account
except for differences arising on the retranslation of items which are fair valued with changes taken to other
comprehensive income, which are recognised in other comprehensive income.

Functional currency

The consolidated financial statements are presented in US Dollars which is the Company’s functional currency
and have been rounded to the nearest thousand.

13
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Notes (continued)
1. Accounting policies (continued)
L5 Classification of financial instruments issued by the Company

In accordance with FRS 102.22, financial instruments issued by the Company (or Company, as the case may be)
are treated as equity only to the extent that they meet the following two conditions:

(a) they include no contractual obligations upon the Company to deliver cash or other financial assets or to
exchange financial assets or financial liabilities with another party under conditions that are potentially
unfavourable to the Company; and

(b) where the instrument will or may be settled in the Company’s own equity instruments, it is either a non-
derivative that includes no obligation to deliver a variable number of the Company’s own equity
instruments or is a derivative that will be settled by the Company exchanging a fixed amount of cash or
other financial assets for a fixed number of its own equity instruments.

To the extent that this definition is not met, the proceeds of issue are classified as a financial liability. Where the
instrument so classified takes the legal form of the Company’s own shares, the amounts presented in this financial
information for called up share capital and share premium account exclude amounts in relation to those shares.

1.6 Basic financial instruments
Trade and other debtors

Trade and other debtors are recognised initially at transaction price less attributable transaction costs. Subsequent
to initial recognition they are measured at amortised cost using the effective interest method, less any impairment
losses.

Trade and other creditors

Trade and other creditors are recognised initially at transaction price plus attributable transaction costs.
Subsequent to initial recognition they are measured at amortised cost using the effective interest method.

Interest-bearing borrowings classified as basic financial instruments

Interest-bearing borrowings are recognised initially at fair value less attributable transaction costs. Subsequent
to initial recognition, interest-bearing borrowings are stated at amortised cost using the effective interest method,
less any impairment losses.

[nvestments in subsidiaries

These are separate financial statements of the company. Investments in subsidiaries are carried at cost less
impairment in accordance with FRS 102.14.8.

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts that are repayable on
demand and form an integral part of the Company’s cash management are included as a component of cash and
cash equivalents for the purpose only of the cash flow statement.

1.7 Other financial instruments
Financial instruments not considered to be Basic financial instruments (Other financial instruments)

Other financial instruments not meeting the definition of Basic Financial Instruments are recognised initially at
fair value. Subsequent to initial recognition other financial instruments are measured at fair value with changes
recognised in profit or loss except in relation to investments in equity instruments that are not publicly traded and
whose fair value cannot otherwise be measured reliably are be measured at cost less impairment.

The Company does not apply hedge accounting and has not applied hedge accounting retrospectively in these
financial statements relating to hedges that were no longer in place at the transition date, in accordance with the
exemption from retrospective application of hedge accounting specified by FRS102.35.10.(t).ii.

14
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Notes (continued)

1 Accounting policies (continued)

1.8 Tangible fixed assets

Tangible fixed assets are stated at cost less accumulated depreciation and accumulated impairment losses.

Where parts of an item of tangible fixed assets have different useful lives, they are accounted for as separate items
of tangible fixed assets, for example land is treated separately from buildings.

Leases in which the Company assumes substantially all the risks and rewards of ownership of the leased asset are
classified as finance leases. All other leases are classified as operating leases. Leased assets acquired by way of
finance lease are stated on initial recognition at an amount equal to the lower of their fair value and the present
value of the minimum lease payments at inception of the lease, including any incremental costs directly attributable
to negotiating and arranging the lease. At initial recognition a finance lease liability is recognised equal to the fair
value of the leased asset or, if lower, the present value of the minimum lease payments. The present value of the
minimum lease payments is calculated using the interest rate implicit in the lease. Lease payments are accounted
for as described at 1.16 below.

The company assesses at each reporting date whether tangible fixed assets (including those leased under a finance
lease) are impaired.

Depreciation is charged to the profit and loss account on a straight-line basis over the estimated useful lives of
each part of an item of tangible fixed assets. Leased assets are depreciated over the shorter of the lease term and
their useful lives. Land is not depreciated. The estimated useful lives are as follows:

e freehold buildings between 20 and 50 years
o leasehold buildings over the life of the lease
e plant and equipment between 5 and 15 years
e fixtures and fittings between 5 and 15 years

Depreciation methods, useful lives and residual values are reviewed if there is an indication of a significant change
since last annual reporting date in the pattern by which the company expects to consume an asset’s future economic
benefits.

1.9 Business combinations

Business combinations are accounted for using the purchase method as at the acquisition date, which is the date
on which control is transferred to the company.

At the acquisition date, the company recognises goodwill at the acquisition date as:

e the fair value of the consideration (excluding contingent consideration) transferred; plus
e estimated amount of contingent consideration (see below); plus

o the fair value of the equity instruments issued; plus

e directly attributable transaction costs; less

¢ the net recognised amount (generally fair value) of the identifiable assets acquired and liabilities and
contingent liabilities assumed.

When the excess is negative, this is recognised and separately disclosed within reserves as the excess over cost of an
acquired interest in a subsidiary (negative goodwill).

Consideration which is contingent on future events is recognised based on the estimated amount if the contingent
consideration is probable and can be measured reliably. Any subsequent changes to the amount are treated as an
adjustment to the cost of the acquisition.

15
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Notes (continued)
1 Accounting policies (continued)

1.10 Intangible assets, goodwill and negative goodwill
Gooadwill

Goodwill is stated at cost less any accumulated amortisation and accumulated impairment losses. Goodwill is
allocated to cash-generating units or company of cash-generating units that are expected to benefit from the
synergies of the business combination from which it arose.

Research and development
Expenditure on research activities is recognised in the income statement as an expense as incurred.

Development activities involve a plan or design for the production of new or substantially improved products or
processes. Expenditure on development activities will be capitalised if: the product or process is technically and
commercially feasible; the Company intends, has the technical ability and has sufficient resources to complete
development; future economic benefits are probable and; the Company can measure reliably the expenditure
attributable to the intangible asset during its development. The expenditure capitalised includes the cost of
materials, direct labour and an appropriate proportion of overheads and capitalised borrowing costs. Capitalised
development expenditure is stated at cost less accumulated amortisation and less accumulated impairment losses.

Other development expenditure is recognised in the income statement as an expense as incurred.
Other intangible assets

Expenditure on internally generated Goodwill and brands is recognised in the income statement as an expense as
incurred.

Other intangible assets that are acquired by the Company are stated at cost less accumulated amortisation and less
accumulated impairment losses.

Amortisation

Amortisation is charged to the profit or loss on a straight-line basis over the estimated useful lives of intangible
assets. Intangible assets are amortised from the date they are available for use. The estimated useful lives are as
follows:

e Trade names - 3 to 12 years

e  Customer relationships - 3 to 12 years

o Other purchased intellectual property - 3 to 12 years

Goodwill is amortised on a straight line basis over its useful life. Goodwill has no residual value. The finite useful
life of goodwill is estimated to be 20 years.

The company reviews the amortisation period and method when events and circumstances indicate that the useful
life may have changed since the last reporting date.

Goodwill and other intangible assets are tested for impairment in accordance with FRS102 Section 27 ‘Impairment
of Assets’ when there is an indication that goodwill or an intangible asset may be impaired.

1.11 Stocks

Stocks are stated at the lower of cost and estimated selling price less costs to complete and sell. Cost is based
on the first-in first-out principle and includes expenditure incurred in acquiring the stocks, production or
conversion costs and other costs in bringing them to their existing location and condition. In the case of
manufactured stocks and work in progress, cost includes an appropriate share of overheads based on normal
operating capacity.

16
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Notes (continued)

1 Accounting policies (continued)

1.12  Impairment excluding stocks and deferred tax assets
Financial assets (including trade and other debtors)

A financial asset not carried at fair value through profit or loss is assessed at each reporting date to determine
whether there is objective evidence that it is impaired. A financial asset is impaired if objective evidence indicates
that a loss event has occurred after the initial recognition of the asset, and that the loss event had a negative effect
on the estimated future cash flows of that asset that can be estimated reliably.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference between
its carrying amount and the present value of the estimated future cash flows. The effect of discounting is not
material. Impairment losses are recognised in profit or loss. When a subsequent event causes the amount of
impairment loss to decrease, the decrease in impairment loss is reversed through profit or loss.

Non-financial assets

The carrying amounts of the Company’s non-financial assets, other than stocks and deferred tax assets, are
reviewed at each reporting date to determine whether there is any indication of impairment. If any such indication
exists, then the asset’s recoverable amount is estimated.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value less
costs to sell. In assessing value in use, the estimated future cash flows are discounted to their present value using
a pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific
to the asset.

For the purpose of impairment testing, assets that cannot be tested individually are grouped together into the
smallest group of assets that generates cash inflows from continuing use that are largely independent of the cash
inflows of other assets or groups of assets (the “cash-generating unit”). The goodwill acquired in a business
combination, for the purpose of impairment testing, is allocated to cash-generating units (“CGU”) that are expected
to benefit from the synergies of the combination. For the purpose of goodwill impairment testing, if goodwill
cannot be allocated to individual CGUs or groups of CGUs, the company tests the impairment of goodwill by
determining the recoverable amount of the entity in its entirety, including the integrated acquired operations.

An impairment loss is recognised if the carrying amount of an asset or its CGU exceeds its estimated recoverable
amount. Impairment losses are recognised in profit or loss. No impairments have been recognised in the periods
presented.

Impairment losses recognised in prior periods are assessed at each reporting date for any indications that the loss
has decreased or no longer exists. An impairment loss is reversed only to the extent that the asset’s carrying amount
does not exceed the carrying amount that would have been determined, net of depreciation or amortisation, if no
impairment loss had been recognised.

1.13 Employee benefits
Defined contribution plans

A defined contribution plan is a post-employment benefit plan under which the Company pays fixed
contributions into a separate entity and will have no legal or constructive obligation to pay further amounts.
Obligations for contributions to defined contribution pension plans are recognised as an expense in the income
statement in the periods during which services are rendered by employees.

Termination benefits

Termination benefits are recognised as an expense when the company is demonstrably committed, without
realistic possibility of withdrawal, to a formal detailed plan to either terminate employment before the normal
retirement date, or to provide termination benefits as a result of an offer made to encourage voluntary
redundancy. Termination benefits for voluntary redundancies are recognised as an expense if the company has
made an offer of voluntary redundancy, it is probable that the offer will be accepted, and the number of
acceptances can be estimated reliably. If benefits are payable more than 12 months after the reporting date, then
they are discounted to their present value.
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Chaucer Foods Limited
31 December 2016

Notes (continued)
1 Accounting policies (continued)
1.14 Provisions

A provision is recognised in the balance sheet when the Company has a present legal or constructive obligation as
a result of a past event, that can be reliably measured and it is probable that an outflow of economic benefits will
be required to settle the obligation. Provisions are recognised at the best estimate of the amount required to settle
the obligation at the reporting date.

1.15 Turnover

Revenue from the sale of goods is recognised when the significant risks and rewards of ownership of the goods
have passed to the buyer, usually on dispatch of the goods. Revenue is measured at the fair value of the
consideration received, excluding discounts, rebates, VAT and other sales taxes or duty.

116 Expenses
Operating lease payments

Payments (excluding costs for services and insurance) made under operating leases are recognised in the profit
and loss account on a straight-line basis over the term of the lease unless the payments to the lessor are structured
to increase in line with expected general inflation; in which case the payments related to the structured increases
are recognised as incurred. Lease incentives received are recognised in profit and loss over the term of the lease
as an integral part of the total lease expense.

Finance lease payments

Minimum lease payments are apportioned between the finance charge and the reduction of the outstanding
liability using the rate implicit in the lease. The finance charge is allocated to each period during the lease term
so as to produce a constant periodic rate of interest on the remaining balance of the liability.

Exceptional items

Items which are significant by virtue of their size or nature and which are considered to be non-recurring are
classified as exceptional operating expenses. Such items, which include for instance the costs of closing or
opening factories, costs of significant restructurings and profits or losses or impairments made, are included
within the appropriate consolidated Profit or Loss category but are highlighted separately in the notes to the
financial statements. Exceptional operating items are excluded from the profit measures used by the Board to
monitor and measure the underlying performance of the Company.

Government and other forms of grant

Government and other grants from third parties are recognised where there is reasonable assurance that the grant
will be received and all attached conditions will be complied with. When the grant relates to an expense item,
it is recognised as a reduction in the costs incurred, on a systematic basis over the periods that the costs, for
which it is intended to compensate, are expensed. Where the grant relates to an asset, it is recognised as a
reduction in the initial cost of the related asset.

Interest receivable and Interest payable

Interest payable and similar charges comprise interest payable and finance leases recognised in profit or loss using
the effective interest method, unwinding of the discount on provisions, and net foreign exchange losses that are
recognised in the profit and loss account (see foreign currency accounting policy). Borrowing costs that are directly
attributable to the acquisition, construction or production of an asset that takes a substantial time to be prepared
for use, are capitalised as part of the cost of that asset. Financing income comprise interest receivable on funds
invested, dividend income, and net foreign exchange gains.

Interest income and interest payable is recognised in profit or loss as it accrues, using the effective interest method.
Dividend income is recognised in the profit and loss account on the date the company’s right to receive payments
is established. Foreign currency gains and losses are reported on a net basis.
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Chaucer Foods Limited
31 December 2016

Notes (continued)
1 Accounting policies (continued)
1.17 Taxation

Tax on the profit or loss for the year comprises current and deferred tax. Tax is recognised in the profit and loss
account except to the extent that it relates to items recognised directly in equity or other comprehensive income,
in which case it is recognised directly in equity or other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates
enacted or substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of previous
years.

Deferred tax is provided on timing differences which arise from the inclusion of income and expenses in tax
assessments in periods different from those in which they are recognised in the financial statements. The following
timing differences are not provided for: differences between accumulated depreciation and tax allowances for the
cost of a fixed asset if and when all conditions for retaining the tax allowances have been met; and differences relating
to investments in subsidiaries, to the extent that it is not probable that they will reverse in the foreseeable future and
the reporting entity is able to control the reversal of the timing difference. Deferred tax is not recognised on permanent
differences arising because certain types of income or expense are non-taxable or are disallowable for tax or because
certain tax charges or allowances are greater or smaller than the corresponding income or expense. '

Deferred tax is provided in respect of the additional tax that will be paid or avoided on differences between the amount
at which an asset (other than goodwill) or liability is recognised in a business combination and the corresponding
amount that can be deducted or assessed for tax. Goodwill is adjusted by the amount of such deferred tax.

Deferred tax is measured at the tax rate that is expected to apply to the reversal of the related difference, using tax
rates enacted or substantively enacted at the balance sheet date.

Unrelieved tax losses and other deferred tax assets are recognised only to the extent that is it probable that they
will be recovered against the reversal of deferred tax liabilities or other future taxable profits.
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Notes (continued)

2 Turnover

Geographical analysis of turnover:

UK

Europe

North America
Rest of World

3 Expenses and auditor’s remuneration

Included in profit/loss are the following:

Depreciation of tangible fixed assets
Management charges

Exceptional items:
US importing costs

Chaucer Foods Limited

Year ended
31 December
2016

$000

2,777
10,239
49,329

2,718

65,063

Year ended
31 December
2016

$000

35
275

31 December 2016

Year ended
31 December
2015

$000

3,014
11,819
54,954

3,430

73,217

Year ended
31 December
2015

$000

48
292

4,016

Exceptional US Importing costs in 2015 relate to additional costs incurred to source and import freeze-dried
product into the US while stocks were held at port for inspection by the US Food and Drug Administration.

Auditor’s remuneration:

Audit costs are borne by a fellow group company.

20



Notes (continued)

4 Staff numbers and costs

Chaucer Foods Limited

31 December 2016

The average number of persons employed (full time equivalents) by the Company (including directors) during the

period, analysed by category, was as follows:

Year ended Year ended
31 December 31 December
2016 2015
No. No.
Sales 5 6
Administration 18 13
23 19

The aggregate payroll costs of these persons were as follows:
Year ended Year ended
31 December 31 December
2016 2015
$000 $000
Wages and salaries 2,423 2,320
Social security costs 232 223
Contributions to defined contribution plans 66 65
2,721 2,608

5 Directors’ remuneration

2016 2015
$000 $000
Directors’ emoluments 997 1,160
Company contributions to money purchase pension plans - 5

The highest paid director amount of $791,000 (2015: $877,000) relates to payments made to Elaghmore Limited
for the consultancy services of Andy Ducker and David Manning, directors of the company. Mr Ducker and Mr
Manning are directors and shareholders of Elaghmore Limited.

Number of directors
2016 2015

Retirement benefits are accruing to the following number of directors under:
Money purchase schemes

1
—
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Notes (continued)

6 Interest receivable and similar income

Interest income

7 Interest payable and similar charges

Finance expense

Total interest expense on financial liabilities measured at amortised cost
Interest on borrowings from other group entities
Net foreign exchange gain

Total finance expense

8 Taxation

Chaucer Foods Limited

Year ended
31 December
2016

$000

450

Year ended
31 December
2016

3000

(380)
O]
(27)

411)

31 December 2016

Year ended
31 December
2015

-$000

251

Year ended
31 December
2015

$000

(218)
(44)
104

(158)

Total tax expense recognised in the profit and loss account, other comprehensive income and equity

Current tax expense
Current year — UK tax
Adjustments for prior periods

Current tax expense

Deferred tax expense

Origination and reversal of temporary differences
Deferred tax rate change impact

Adjustments for prior periods

Deferred tax expense

Total tax expense on continuing operations

Year ended
31 December
2016

$000

(801)
(176)

977

0
@
25

22

(955)

Year ended
31 December
2015

$000

(739)
(206)

(945)

@
(1)
1

2

(947)
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Chaucer Foods Limited
31 December 2016

Notes (continued))

8 Taxation (continued)

The corporation tax rate applicable to the company was 20% in the year to 31 December 2016. The deferred tax
asset has been calculated based on the rate of 17% substantively enacted at the balance sheet date.

The corporation tax rate applicable to the company was 20.25% in the year to 31 December 2015. The deferred
tax asset has been calculated based on the rate of 20% at the balance sheet date.

Reconciliation of effective tax rate

Year ended Year ended
31 December 31 December
2016 2015
$000 $000
Profit for the period 7,480 3,904
Total tax expense 955 947
Profit excluding taxation 8,435 4,851
Standard rate of UK corporation tax 20.00% 20.25%
Tax using the UK corporation tax rate for 1,687 982
the relevant period
Non-deductible expenses 2 1
Dividend income not taxable - -
Group relief claimed (556) (251)
(Over)/under provided in prior periods (176) 205
Difference due to tax rate of deferred tax 2) 2
Overseas tax rate differences and foreign - 8
exchange
Total tax expense on continuing operations 955 947
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Notes (continued)

9 Tangible fixed assets

Cost
Balance at 1 January 2015

Additions
Effect of movements in foreign exchange

Balance at 31 December 2015 & 1 January 2016

Additions
Effect of movements in foreign exchange

Balance at 31 December 2016

Depreciation and impairment
Balance at 1 January 2015

Depreciation charge for the period
Effect of movements in foreign exchange

Balance at 31 December 2015 & 1 January 2016

Depreciation charge for the period
Effect of movements in foreign exchange

Balance at 31 December 2016
Net book value as at 31 December 2016
Net book value as at 31 December 2015

Net book value as at 1 January 2015

Chaucer Foods Limited
31 December 2016

Plant and
equipment
$000

133

34
(6)

161

6

W

8

—
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Notes (continued)

10 Intangible assets

Cost
Balance at 1 January 2015

Additions
Balance at 31 December 2015
Additions

Balance at 31 December 2016

Amortisation and impairment
Balance at 1 January 2015
* Amortisation
Balance at 31 December 2015
Amortisation
Balance at 31 December 2016
Net book value as at 31 December 2016

Net book value as at 31 December 2015

Net book value as at 1 January 2015

Chaucer Foods Limited
31 December 2016

Intellectual

property
$000

192

192

113

305

192

192

19

~

113
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Notes (continued)

11 Fixed asset investments

At 1 January 2015
Effect of movement in foreign exchange
Balance at 31 December 2015 and 1 January 2016

Effect of movement in foreign exchange

Balance at 31 December 2016

The Company has the following investments in subsidiaries:

Subsidiaries Country of
incorporation
Direct investments:

Chaucer Foods Inc USA
Chaucer QALICB Inc USA
Chaucer Foods SpA Chile
Chaucer Foods SAS France

Indirect investments:
Chaucer Leverage Lender Inc USA
Crunchies Natural Food Company LLC ~ USA

12 Deferred tax assets and liabilities

Recognised deferred tax assets and liabilities

Registered
Number

75-3064374
975155-98
76.092.168-8
320050768

974991-99
5619874

Deferred tax assets and liabilities are attributable to the following:

Assets
Property, plant and equipment

Year-
end

31 Dec
31 Dec
31 Dec
31 Dec

31 Dec
31 Dec

Chaucer Foods Limited
31 December 2016

Class of
Shares held

Ordinary
Ordinary
Ordinary
Ordinary

Ordinary
Ordinary

At

31 December
2016

$000

29

Investments
in subsidiary

undertakings

$000

7,741

Ownership

100%
100%
100%
100%

100%
66%

At

31 December
2015

$000

~
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Notes (continued)

12 Deferred tax assets and liabilities (continued)

Chaucer Foods Limited
31 December 2016

Deferred tax assets have been calculated using a deferred tax rate of 17% (31 December 2015: 20%).

Movement in deferred tax during the year At
1 January

2016

3000

|

Property, plant and equipment

At

1 January
2015

$000

o

Property, plant and equipment

13 Stocks

Raw materials and consumables
Finished goods

At
Recognised 31
in income December
2016
$000 $000
22 29
At
Recognised 31 December
in income 2015
$000 $000
2 7
At At
31 December 31 December
2016 2015
$000 $000
3,073 2,123
7,115 6,725
10,188 8,848

Raw materials, consumables and changes in finished goods recognised as cost of sales in the period amounted
to $40,542,000 (year ended 31 December 2015: $46,470,000). The write-down of inventories to net realisable

value amounted to $114,000 (31 December 2015: $271,000).
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Notes (continued)

14 Debtors

Due within one year

Trade debtors

Amounts owed by group undertakings
Other debtors

Prepayments

Deferred tax assets

15 Creditors

Due within one year

Trade creditors

Amounts owed to group undertakings
Other creditors

Accruals and deferred income
Corporation Tax

Bank overdraft

Chaucer Foods Limited
31 December 2016

At At
31 December 31 December
2016 2015
$000 $000
2,611 2,754
38,152 40,338
183 1,205
47 341
29 7
41,022 44,645
At At
31 December 31 December
2016 2015
$000 $000
4,205 5,739
27,017 13,702
99 1,135
1,077 666
446 1,023
859 134
33,703 22,399
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Notes (continued)

Chaucer Foods Limited
31 December 2016

16 Capital and reserves
At At
31 December 31 December
2016 2015
Share capital Number Number
Allotted, called up and fully paid:
Ordinary shares of £1.00 each 441,153 441,152
Ordinary Class 2 shares of £1.00 each 217,900 217,900
Preference shares of £0.01 each 2,281,064 2,281,064
2,940,117 2,940,116
At At
31 December 31 December
2016 2015
Share capital $000 $000
Allotted, called up and fully paid:
Ordinary shares of £1.00 each 647 647
Ordinary Class 2 shares of £1.00 each 337 337
Preference shares of £0.01 each 35 35
1,019 1,019

On 6% April 2016 the company’s immediate parent, Pilgrim Food Holdings Limited, subscribed for one new ordinary share
of £1 at a premium of $4,999,999 (2015: nil).

Reserve Description and purpose

Share premium Amount subscribed for share capital in excess of nominal value.

Profit and loss account Cumulative net gains and losses recognised in the consolidated income statement.
17 Commitments

Capital commitments

There were no capital commitments at 31 December 2016 or 31 December 2015.

18 Related parties

As a 100% owned subsidiary of Broomco (3554) Limited, the Company qualifies for exemption from disclosing
transactions with other group companies.
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Chaucer Foods Limited
31 December 2016

Notes (continued)

19 Ultimate parent company and parent company of larger group

The Company is a subsidiary undertaking of Pilgrim Food Holdings Limited. The ultimate controlling party is
Nagatanien Co. Limited, a company incorporated in Japan.

The largest group in which the results of the Company are consolidated is that headed by Nagatanien Co. Limited,
a company incorporated in Japan. The smallest group in which the results of the company are consolidated is that
headed by Broomco (3554) Limited, incorporated in the United Kingdom. No other group financial statements
include the results of the Company. The consolidated financial statements of Nagatanien Co. Limited are available
to the public and may be obtained from 2-36-1, Nishi-Shimbashi, Minato-ku, Tokyo. The consolidated financial
statements of Broomco (3554) Limited are available to the public and may be obtained from Unit 26, Brighton
Street Industrial Estate, Freightliner Road, Hull, Yorkshire, HU3 4UN.

20 Accounting estimates and judgements

The preparation of financial statements in conformity with FRS102 requires management to make judgements,
estimates and assumptions concerning the future, that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and expenses. These judgements are based on historical
experience and management’s best knowledge at the time and the actual results may ultimately differ from these
estimates. Estimates and underlying assumptions are reviewed on an ongoing basis and revisions to accounting
estimates are recognised in the period in which the estimates are revised and in any future periods affected.

The estimates and assumptions that have significant risk of causing a material adjustment to the carrying value of
assets and liabilities are discussed below.

Provisions

Provisions are based on historical experience and management’s best knowledge at the time and are reviewed
at each balance sheet date. The actual costs and timing of future cash flows are dependent on future events.
Any difference between expectations and the actual future liability will be accounted for in the period when
such determination is made.

Impairment of Intangible Assets

Determining whether intangibles are impaired requires an estimation of the value in use of the cash-generating
units to which intangible assets have been allocated. The value in use calculation requires estimation of
future cash flows expected to arise from the cash-generating unit and a suitable discount rate in.order to
calculate present value. The Company estimates the recoverable amounts based on historical experience of
margin, volumes and cost structure and expectations of future events. The Company’s weighted average cost of
capital takes account of current market conditions as well as risks specific to the entity and this has been applied
as a pre-tax discount factor to obtain a current value. The weighted average cost of capital is impacted by
estimates of interest rates, equity returns and market specific risks.

Determination of useful lives, residual values and carrying values of property, plant and equipment

Depreciation is provided so as to write down the assets to their residual values over their estimated useful lives as
set out in the accounting policies for property, plant and equipment. The selection of these residual values and
estimated lives required the exercise of judgement.

The Company is required to assess whether there is indication of impairment to the carrying value of assets.
In making that assessment, judgements are made in estimating value in use. The managers consider that the
individual carrying values of operating assets are supportable either by value in use or market values.
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Chaucer Foods Limited
31 December 2016

Notes (continued)

21 Accounting estimates and judgements (continued)

Carrying value of inventories

Management review the market value of and demand for its inventories on a periodic basis to ensure inventory
is recorded in the financial statements at the lower of cost and net realisable value. Any provision for
impairment is recorded against the carrying value of inventories. Management use their knowledge of market
conditions to assess future demand for the Company’s products and achievable selling prices.

Assumptions relating to tax

The Company recognises expected assets for tax based on an estimation of the likely taxes receivable,
which requires significant judgement as to the ultimate tax determination of certain items. Where the actual
asset arising from these items differs from these estimates, such differences will have an impact on income
tax and deferred tax assets in the period when such determination is made.
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