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overview

tUnited Biscuits (UB) is a leading international branded snacks

business, which manufactures and markets some of the world's best

known and loved sweet and savoury snacks. UB’s brands have been

satisfying consumers for generations and include such favourites

as McVitie's, Verkade, Jacob’s, Carr’s, BN, McVitie’'s Jaffa Cakes, i
Penguin, Delacre, Mini Cheddars, go ahead!, Twiglets and Sultana.

UB 15 the leading manufacturer and marketer of biscuits in the UK and second largest in the
Netherlands, France, Belgium and freland UB brands are sold in over 100 countries and it
has strong consumer bases in the rest of Europe, North America, the Middle East, Africa,
Indha, other parts of Asia and Australia UB has manufactunng facihities in the UK, Belgium,
France, the Netherlands and India

In 2012 UB delivered a solid performance despite challenging economic conditions
impacting consumer spending Over the past year, UB has continued to rapidly expand ts
internationa! footpnnt and to make significant stndes towards its environmental sustamnabihty
goals [t has also successfully completed the fourth year of its community programme

At the end of 2012, UB agreed 1o sell ts KP Snacks business to European snack manufacturer,
Intersnack The deal completed in Q1 2013 KP Snacks brands include McCoy's, Hula Hoops,
KP Nuts and Phileas Fogg

UB brands are
sold

in over 100 countries




Performance summary

2012 saw continued difficult market conditions, similar to those
experienced in 2010 and 2011. Consumers remained focused on
value and UB cantinued to adapt to this changing environment by
improving efficiency while providing consumers and customers with
high quality, good value products which address different needs at
various price points.

During 2012 UB continued to invest in improving rts manufacturng infrastructure, as well as to
strengthen the appeal of its products A number of new products were launched dunng the year,
including McVitie’s Breakfast biscurts and Jacob's Oddities, which are baked rather than fred
UB also introduced new vanants to established ranges, including go ahead' Chocolate Thins, and
a Double Chocolate vanant of the successful McVitie's Medley range

UB has concentrated 1ts resources on offenng our brands and products to more and more
consumers abroad The company has accelerated intemational growth with parbcular focus on
developing economies In 2012 UB re-entered China after an absence of 11 years

UB contnues to measure its progress against the three pillars of sustainabiity: financial,
environmental and community, and progress aganst these measures (s detalled below




Financial

2012 was another difficult year for both UB’s Consumers and Customers. The economic
downtum of recent years, together with an uncertain outlook for 2013 and beyond has
constrained consumers’ discretionary spend UB has adapted its products, formats and pncing
1o meet these consumer demands UB has sustamed s strong market posttion as a lead global
biscuit suppher with strong brand positions UB has increased investment behind its brands,
with Innovation, improved quality and more media engagement with consumers

Dunng 2012, UB separated rts KP Snacks operation from the rest of its UK business and on 4
December entered mnto an agreement to sell the KP Snacks assets to a third panty
The KP Snacks business was reclassified as discontinued operations at the end of 2012.

* UB revenue from continuing operations was £1,050 million, stable with the pnor year

* Business Profit from continuing operations declined slightly to £170 million, targely reflecting
the additional overhead cost arising from the separation of the KP Snacks business

¢ International markets continued their strong growth, particutarly driven by the Middle
East, Afnca and India , and UB has focused attention on dnving rapid growth and share
development across these markets

» Despite the separation and disposal of the KP Snacks business, UB's cost release
programme was as strong as ever, delivenng on 1ts target of saving 4-5% of the
cost base

Note Business Profit, or EBITDA, Is the profit measurement used by management and is
defined as the profit or loss before the Group's share of results of joint ventures, taxes,
financing, exceptional operatmg items and depreciation and amortisation expense.




Environmental

In 2012 UB continued to build on the progress made towards
meeting its environmental sustainability targets, during the fifth year
of its Environment Programme.

* In 2012 UB achieved a further 2% reduction in carbon emissions, which bnngs its total
reduction since 1995 to 34%

* In early 2012, UB announced that all of its 16 UK sites were sending zero waste to landfili,
meaning the business has achieved its goal of sending no waste to landfill three years ahead
of schedure

+ Another enmironmental target that UB met in 2012 was that of water reduction In 2012 UB
saw a 15% reduction in water use across Its sites, bnnging the reduction to date to 52%
compared to 2007 This 1s against a target to reduce water use by 45% by 2020 2020

* Yet another environmental goal was met in 2012 as UB's transport carbon emissions 45% Water
reduced by 40% compared to 2005, hitting its target to achieve this by the end of 2012 .
Since 2005 UB has taken twenty muthon lorry miles off the roads through improved efficiency. red UCtlon
UB 1s now using canals in Belgum to transport goods for export, and it has been successfully
tnaliing longer trailers since August 2012 UB s atso the only major HGV operator In the UK to
be running vehicles on 100% biodiese! made from waste vegetable ol

+ UB has had a 100% sustainable palm oil spurcing solution in place since 2010 and 1n addtion
it has seen a 40% reduction In palm ol use 95% of UB's suppliers have now completed
audrts through the Suppher Ethical Data Exchange (SEDEX) systern, up from
11% i 2008

ZERO
landfill

at all 16 sites




Community

UB’s Building our Community programme has now been delivering
results for over four years.

+ UB has a successful apprenticeship scheme and has now got 48 apprentices working across
UB sites, up from 38 1n 2011 It employed a further 20 graduates in 2012 and now has 67
graduates working at UB

* it provided around 195 work experience opportunities during the year, through a combination
of school student work expenence and university student surmmer work placements

* UB has worked in conjunction with its unions to develop leaming centres at
all of 1ts UK sites and 160 employees completed NVQ courses dunng 2012

* UB and its employees donated over £310,000 in funds or products to their local communities
and chanties in 2012 In addition some 234 days leave were granted for employees to carry
out community support work

= It has continued its work to improve the nutntional profile of its products. UB has been
continuing to work hard on reducing saft and saturated fatin s products and has signed up to
vanous pledges as part of the Government’s Responsibility Deal

67

graduates

apprentices




Financial sustainability

2012 financial performance highlights

UB has sustained its position as a lead global biscuit supplier with
strong brand positions, maintaining its sales with little inflation and
weak consumer confidence.

2012 2011

£m £m
Continuing revenue 1,0505 1,055 6
Continuing business profit 1698 1735
Net debt 1,024 8 1,0931
Capital expendrture 59 4~ 52 6+
Cash available for debt semicing 132 4~ 116 7+

*(including discontinued operations)

UB brands and markets

UB has sustained its strong market posiions, with marginal share shppage in growing markets
in Europe and significant share gains in intemational markets, UB has increased investment
behind the brands, with innovation, improved quality, and more media engagement with the
consumers [ntemational Markets, partcutarly outside Europe and North Amenca, continue to
grow strongly, and UB has focused attention on drving rapid growth and share development

across these markets




Revenue

Revenue for 2012 (from conunuing operations) was £1,050 5 mullion (2011 £1,055 6 mullion},
with sales in UB's Continental Europe operations partcularly impacted by the weakening of the
Eurc exchange rate Some Sales decline was recorded tn the company's domestic markets due
to intense retailer promotional competiion offsetting a successful programme of Innovation
However, this decline in domestic markets was more than offset by growth in UB's Intemational
markets, particularly India, Middle East and entry inte Hong Keng and China

Cost release

Desprite the distraction of the separation and disposal of the KP Snacks business, UB's cost
release programme was as strong as ever, delivenng on Iits target of saving 4-5% of the cost
base As input cost inflation moderated through the year, UB was able to implement cost base
reduction programmes with suppliers, delivenng increased savings An increase in Capital
imvestment with focus behind significant efficiency iniiatives alongside UB's Lean processes
drove up savings from the factones

Business profit

Bustness profit Is the pnmary measure by which management assesses business performance
and is used by management for the purpose of business decision making and resource
allocabon Busimess profit represents the profit or loss before the share of results of jotnt
venture, taxes, financing, exceptional operating items, depreciabion and amorisation expense.

In 2012 Business Profit (from continuing operations) was £169.8 million (2011
£4173.5 million). The decline largely reflects the disruption and addrtional overhead cost from the
separation of the KP Snacks business

Discontinued operations

Dunng 2012, UB separated its KP Snacks operation from the rest of its UK business Revenue
from discontirued operations was £276.3 million (2011 £278.0 million) and business profit was
£53 9 milhon (2011 £55 7 mullion) The KP Snacks business performance was also affected by
retailer promotional competition and continued difficutt market conditons in the UK,




Capital expenditure

Cash investment in plant and equiprment and intangibles dunng 2012 (including discontinued
operations) was £59 4m (2011 £52 6m) representing 4 5% Revenue (2011 3 9%)
tnvestments continued to support efficiency and growth, together with an increase in expenditure
on Infrastructure, heatth, safety and environment across the factory portfolio

Cash available for debt servicing

Cash available for debt servicing for 2012 was £132 4 miflion (2011 £116 7 millon) This
represents the busmess profit kess capitat expenditure and restructunng, oOngoing pension
contnbutions In excess of amounts charged to business profit and tax paid, and after adjustng
for charges in working capital and proceeds from disposal of fixed assets An increase in capital
expenditure has been offset by a tax rebate, and a reduction in working capnai

2012 2011

£m £m
Business profit from 1698 1735
continuing  operations
Busmess profit from 539 557
discontinued operations
Caprtal Expenditure (£59 4)* (52 6)
Expendtture on restructunng (16 2} (17 2}
Ongoing pension contnbutions paid
In excess of amounts charged to (24 8) (25 4)
business profit
Tax refund/(paid) 20 (38
Changes in working capital 71+ {13 6)*
Disposal of fixed assets 01 01
Cash available for debt sernacing 132 4* 116 7+

*(including discontinued operations)




Net debt

The Group's net debt compnses senior, second len and mezanine bank koans, finance leases
and other loans less cash and cash equivalents At the end of 2012 the net debt outstanding
was £1,024 8 milion This 1s a reductien of 5 4% on the net debt at the end of 2011 and
ncluded a repayment of senior debt of £49 2 milllon The year end net debt does not include
any proceeds from the disposal of discontinued operations, as this sale was not completed until
January 2013

Average number of employees

The average number of employees dunng 2012 was 7,954 (2011 8,156} This includes
employees In discontinued operations The Group's employees are pnncipally based in the UK,
France, the Netherdands, Belgium and India

Industry factors affecting performance

The Group s well positioned In targe, stable markets, which it believes will continue to grow In
the medium to long term, growth will be driven by consumer trends toward convenience, heatthy
snacking and indulgence Overarching consumer trends also inctude the search for value and
for products that are produced by responsible corporations in a sustainable manner The Group
continues to pursue an active programme of new and existing product development as well as
promotonal investments to respond to these trends

In recent years, consumer demand for food products has been strongly influenced by trends
towards out-of-home eating and away from the traditional three-meals-a-day eating pattern
Consumers now demand convenience foods, Including biscurt and snack products that offer
greater vanety, healthier altematves and greater portability and convenience These trends are
expected to continue Retallers generally seek branded products that consumers know and trust
and that will delver them high tumover UB 15 meeting this need with a wide range of classic
products and new product development and promotions to keep store displays fresh

and appealing.

The economic downtum of recent years, together with uncertain outlook for 2013 and beyond
has dnven consumers to focus more on value UB has adapted its products, formats and pncing
to meet these consumer demands Demand for food products, and the raw matenals that go
into these products, has continued to nse across the world This has put pressure on supply
wiich has resufted in further inflation. Whilst this has now stabilised, it 1s expected that demand
will increase further in future years, putting further pressure on Input costs and food pnces

page 11




Environmental sustainability

UB launched its Enviranmental Programme at the beginning of 2008,
with six targets to help minimise the company’s environmental
footprint. UB has achieved some targets early and exceeded others -
leading to the company setting more stretching replacement goals in
some areas.

Reducing carbon emissions

Target To achieve a 35% reduction in carbon emissions by 2020
compared to 1995

UB reduced 1ts carbon emissions by 2% 1n 2012 This means the company has now
achieved a total reduction in carbon emissions of 36% since 1995 This has been
achieved through a wide range of energy saving iniiatives and an tmproved energy
management system A new 40% target has now been set

Reducing waste sent to landfill

Target Achieve zero waste to landfill by the end of 2012 (brought
forward from 2015)

TARGET ACHIEVED
A 16 of UB's factones are now sending zero waste of any kind to landfill, Not only 15
this protecting the environment by increasing recycling and not burying waste, but the

business has also reduced its waste disposal costs through this process due to an
increase in the revenue eamed from the sale of recycled matenals

In addrtion, UB joined up with TerraCycle UK in 2012 to launch the McVitie's Biscurt
Wrapper Bngade Biscuit wrappers are not currently recycled by local councils, so the
partnership allows consumers 1o recycle therr waste, and recenve donations towards a
chanty of therr choice by sending ther waste wrappers to TemaCycle

The wrappers are tumed into something new, such as pencil cases, sports
equipment, or even park benches




Driving environmentally friendly transport

Target Achieve a 40% reduction in transport carbon emissions by
2012, compared to 2005

TARGET ACHIEVED
UB has achieved its target to reduce transport carbon emissions by 40% by 2012

This has been achieved through the implementation of a number of intiatives,
meluding using inland waterway shipping to transport goods in Northern Europe
Each container 1s saving 31% CO, ermissions versus road transport

UB 1s also taking part in a Govemment thal to use longer trallers, meaning it can

optumuse pallet fill and thereby reduce road miles Shanng vehicle faciiies with

customers, suppliers and even 20 m

competitors to optimuse pallet fill and reduce empty running, 1s also helping to .
achieve this Finally, UB s using 100% biodiesel in its heavy good vehicles These |Orry m | |eS
nitiatives have led to UB taking over 20 milhon lorry miles off UK roads Off U K

roads |

Reducing packaging

Target Reduce the environmental iImpact of its packaging by 20%
by 2015 compared with 2003

UB has reduced the environmental impact of 1ts packaging by 17% since 2003 by
regularty reviewing new technologies and packaging formats, for example switching

some biscuit selection products from metal tins to cardboard boxes

Packaging prowides one of the most cbvious forms of waste to consumers, so IU's an
important 1ssue to address However it must be remembered that packaging plays a
wital role in delivenng products to consumers In great condiion [t needs to protect
the product on s joumey from factory to store, to the consumer’s home Packaging
15 also required to keep the product n good condition, otherwise the environmental
damage from food waste will far outweigh any saving in packaging




Reducing water use

Target Achieve a 45% reduction in water use by 2020 compared
to 2007 (target increased in 2010 from 25%)

UB reduced its water use by 15% in 2012, which brings the total reduction since
2007 to 52%, compared with 43% by the end of 2011 The water saving was diven
particularly by the Teesside cnsp factory, which was by far UB's largest water-using
site and which had benefitted from a £2 million investment i a new water recyching
facility Followang the sale of the KP snacks business the achievement level has
reduced to 32%

Increasing sustainable sourcing

Target Ensure new and existing suppliers continue to meet UB's
specific requirements for ingredient sourcing, have strict
ethical standards and are working towards sustanable
growing

UB has continued to expand rts ethical assessments of new and exsting suppliers
using the SEDEX (Supplier Ethical Data Exchange) system UB had 95% of its raw
matenal and ingredient suppliers on the SEDEX system as of the end of 2012

in 2009 UB became one of the first manufacturers in Europe to begin using
segregated sustainable palm oil Al biscurts containing palm ol have been made
from certified sustainable palm ol since mid-2010, Over 70% of this ol 1s segregated
through the supply chain In 2012 UB was awarded top marks in the WWF Palm Oil
Buyers’ Scorecard




Community sustainability

UB's ‘Building our Community’ programme has been running for
four years and the company works with its employees to ensure

its success year on year. The programme works to address specific
targets in the areas of skills development, fundraising, and
partnerships with the local communities within which UB operates.

Skills development

As part of its skills development goai, UB aims to encourage the development of the nght
skills and abiities In the education systemn to recruit the nght people and to continue to develop
its employees

UB's successful apprenticeship scheme continued to run across its sites in 2012, with 48
apprentices This level 1 up from 38 apprentices in 2011 UB plans to recrunt funther apprentices
onto the programme in 2013 The 2012 Graduate Recrutment Scheme saw 20 new graduates
Jjoin UB in September 2012, meaning there are now 67 graduates working across UB

UB has worked with its unions to develop Leaming Centres in each of its sites The Centres
enable employees to develop their professional and personal skills in a corwenient and
supportive environment When the programme was launched in 2009 only three UB sites had
Leaming Centres Now all sites have them 160 employees took NVQ courses dunng 2012
Since the programme started approxmately 20% of UB's workforce have completed an NVQ or
similar qualificaton.

UB offered one more food science student a research opportunity and has maintained its
links with nine unversiies It also prowvided around 30 school students with work expenence
opportuniies and 125 university students with summer work placements




Fundraising and partnerships
with the community

UB’s employees cantinued their enthusiasm for supporting local community projects and
charities in 2012 and participated in a wide range of actmties, both in teams and ndwidualty
Employee fundraising inittatives included a fun day to raise money for ‘Help for Heroes’,
renovating the facilities of an adult day care centre for adults with autism, holding a Jubilee
street party to raise money for a local children’s chanty, as well as running in vanous races and
marathons to raise money for a number of different chanties This all resulted in UB and s
employees donating £310,000 to chanty in 2012

Many employees also regularty votunteer within their local communities, helping with a range

of projects For example, McVitie's Manchester transformed a weed covered wasteland into

a tranquil picnic area for the children and adults who wvisit the ARC in Stockport - a specialist
centre that ts built specifically for anyone who has a disability or who 1s socially disadvantaged for
any reason Emplayees from UB's technical centre in High Wycombe volunteered at Woolley Firs
Environmenta! Education Centre for the day, to help plant over 100 native trees which the site
had donated to Woolley Firs as part of the Queen’s Diamond Jubilee Woods project

Several of UB's sites continued to build on the strong relationships they have established

with local schools, supporting them through fundraising, work expenence days and by inviting
students In to educate them about working for a company ke UB McVitie's Manchester invited
pupils from a local school In as part of the Department for Business, Industry and Skilis' ‘See
Inside Manufactunng’ day, where students receved a presentation and toured the factory to
see how Mcvite's Jaffa Cakes are made UB's Midlands Distnbution Centre in Ashby 1s working
with the Burton Albion Community Trust and Ashby School to support an altemative leaming
programme to help students who do not react well to manstream schooling,




Health, safety & welfare

The health, safety and welfare of its employees remain among UB’s
highest priorities. UB achieved 1S0-18001 accreditation for its
overall health and safety systems, with six of its factories achieving
individual accreditation, demonstrating the robust procedures UB
has in place.

The UK business has also achieved 1S0-14001 accreditation for its environmental management
system at a corporate level and also for its sites in Carlisle, Consett, Hayes, Harlesden, Halifax,
Rotherham, the Distnbution Centre, plus the Nieppe factory in France and the Lambermont
factory in Belgium

Over the past ten years, lost time accidents have reduced by 44% and the accident frequency
rate has reduced by 47% In this time, lost hours due to accidents have reduced by 53% Near
miss reporing remains strong to help stop accidents happening in the first place

UB achieved strong results regarding employee satisfaction in its group-wide employee survey

in 2012 85% say they ntend 1o be working for the company in 12 menths time, 84% agree
that UB 15 a successful business with products to be proud of, and 76% say they feel a personal
achievement from the work that they do Only 12% of staff disagreed with the statement *l enjoy
working here'. UB 1s committed to developing its employees and helping them to fulfil their
potential within the business This 1s pantly demonstrated by the fact that 28% of UB employees
have been with the company for mote than 20 years

As well as the employee survey, employees can provide feedback and raise concems using
other routes, including an employee helphine, a ‘Whistle-blowing' ine and ‘Dignity at Work’
programmes Employees are kept up to date on developments through a range of channels
including bnefings, newsletters and intranet, they also share in the Group's success through a
bonus scheme




Policies and principles

Employment policies

The Group has a comprehensive framework of employment policies UB upholds the nghts
and opportunities of all people to seek, obtain and hold employment with dignity and without
any form of discnmination It 1s the Group’s policy that employees at all levels shall not in thesr
dealings harass or discnminate agamnst other indmduals on grounds of gender, race nationality,
religion, mantal status, sexual onentation, disabilty, age or for any other reason whatsoever

This policy applies in respect of all conditions of employment

Equal opportunity 15 offered to disabled persons, whether registered or not, applying for
vacancies having regard to their aptitudes and abilties Arrangements are made to continue
the employment, wherever possible, of those employees who have become disabled
Consideration 15 also given to arranging appropnate training facilittes or providing special aids
where necessary Disabled persons are provided with the same opportunities for training, career
development and promotion that are available to all employees within the hmitations of their

aptriudes and abilities

Operating principles

To successfully deliver against the three pillars of sustainability, UB has five operating pnnciples
which underpin all of 1its actvities

* The consumer 1$ our boss — meeting the consumers’ needs 1s fundamental to UB's success

* Our customers are extrernely Important — customers are the main interface between the
business and its consumers

* We all have personal responsibility — UB encourages all employees to take personal
responsibilrty for the role they play in making it a successful business and for operating in
a manner consistent with UB's values

* Improving efficiency is a way of hfe — UB works hard at continually rmpromng ts business

* Excellent execution — finally UB looks to bnng the above pnnciples together in the exceltent
execution of all actmties and projects

page 18




UB’s behaviours

These Operating Principles are supported by UB's Behawviours which are
+ We have passion and pnde

* We stnve for continuous improvement

* We are inclusive and diverse

+ We win through teamwork and ccoperation

* We show respect for each other

* We act with integnty

Consumer health and nutrition

In 2005 UB embarked on a major ten-year programme to improve the nutntonal content of

its products by remowing hydrogenated vegetable ol {the main source of trans fats), reducing
saturated fat and salt, and by removing artificiat additives, such as flavour enhancers (including
MSG), sweeteners, colours and artficial flavours.

UB recognises that the causes of obesity are complex and diverse and that food manufacturers
have a role to play in the solution, 50 the aim of the Health & Nutrtion Programme 15 to allow
health-conscious consumers to enjoy the company’s products within the context of a balanced
diet and heatthy Ifestyle

UB's view 1s that to make progress on health and nutntion it needs to work with the consumer
Firstly, to make the products they enjoy heatthier whilst sull delivenng great taste, and secondly,
to make new, heafthier products Finally, to clearly communtcate nutrition information on packs
to help people make more informed choices

In 2009 UB launched its largest ever reformulation project — reducing the saturated fat content
of some of its most iconic McVitie's biscuits by up to 80% Since then, UB has focused on other
brands, both reducing the saturated fat in some snacks brands, and improving its heatthier
biscurts offenng. We have also consulted with UNESCO and other bodies to add nutnents to
address local deficiencies in some developing markets

Improvernents made to products in 2012 include reducing the saturated fat in Twiglets by 60%,
50 they contain just 1.6g per 100g. This was communicated via an on-pack fiash, which also
stated that the snacks are baked, not fned, are high 1n fibre as they are 80% wholegrain, and
contain no artfictal colours or flavours




go ahead! Frunt Bakes, which contain under 131 calones per Bake, have been reformulated to
include one whole portion of fruit n each Bake UB has also slashed the saturated fat content of
the Fruit Bakes range by 50%, and the range contains no artficial flavours or colours

To help consumers manage the number of calones they take in, UB has reduced the calones in
its Penguin biscuits and Its go ahead' Cnspy Frurt Shices The McVitie's Penguin biscurt bar has
gone from containing 125 calones to just 106 calones per bar and contains no artificial colours
or flavours The go ahead! Cnspy Fruit Slices have reduced from 56 to 50 calones per Shce.

At the beginning of 2012 UB launched a new product into its go ahead' range in the Healthier
Biscurts sub-category go ahead' Chocolate Thins Each slice contains just 73 calones whilst
providing consumers with a pleasurable chocolate treat UB also launched a new baked savoury
snack Jacob's Oddities, which contain 15% fewer calones than standard cnsps per 25g bag

UB has also surpassed the commitment it made to the Department of Health by achieving

a 23% sodium reduction across its biscurts and cakes portfolio and 18% in the cnsps and
snacks categones UB's phased approach has enabled n to achieve substantial salt reduction in
some of ts most popular brands For example, McVitie's Hobnobs a 43% reduction, McVite's
Rich Tea 33%, and McVitie's Digestives 24% Against the more recent Department of Health
Responsibility Deal salt targets, UB has achieved the required reductions in 84% of the 281
products covered by the pledge

UB's progress across the entire corporate responsibiity agenda 1s measured annually by the
Corporate Responsibility Index operated by Business In the Community and published annually in
the Financial Times In 2012 UB retained its platinum award which 1t recenved dunng 2010 and
retained in 2011 UB s grateful for this recognition of the progress it has made




Corporate governance

The Board believes in conducting UB’s affairs in a fair and
transparent way and is committed to maintaining high ethical
standards. The following paragraphs set out UB's key governance
structures and internal controls. The Board believes this complies,
In @ manner appropriate to UB’'s ownership structure, with the spirit
of the Financial Reporting Council’s UK Corporate Governance code.

The UB board

The Board compnses the Nor-Executive Chairman, the Chief Executive Officer, the Chef
Operating Officer/Chief Financia! Officer and Operations Director, as well as so non-executive
directors, three from each of Blackstone and PAI

The Non-Executve Chaimman 1s responsible for the effactive operation of the Board and for
communications with all directors and shareholders He sets the agenda for Board meetings and
ensures the Board recenves relevant information on financial performance and other issues pnor
to board meetings

Matters reserved for Board decision include the final approval of the annual budget and strategic
plan, changes o UB's financing amangements, acquisiions and disposals, matenal contracts
and significant capital expenditure.

Formal Board meetings are held every four weeks Where decisions are required on urgent
matters i between meetings, there 15 a process in place led by the Non-Executive Chairman to
faciitate discussion and decision-making.

The Board directors also have access to the advice and services of the Group Company Secretary

Directors’ bnographies are on pages 24-26




The UB executive

The UB Executive compnises the Chief Executive Officer, Chief Operating Officer/Chief Financial
Officer, the Operational Services Director, the Managing Director of UB's UK business unit, the
Managing Director of UB's Northemn European business unit, the Group Human Resources
Director and the Company Secretary

The UB Executive Is responsible for day-to-day operations of the Group and the development of
UB's business strategy and plans for consideration by the Beard

UB has a number of committees, each led by at least one member of the UB Executive, that
make recommendations on significant business issues to the UB Executive andt the Board The
committees meet on a regular basis and have decumented terms of reference UB's committees
include the Commodities Executive, the Tax and Treasury Committee, the Risk Oversight
Committee, the Disclosure Commitiee and the Sustainability Committee

Board committees

The Board has two pnncipal committees an audit commitiee and a remuneration committee
Both have wntten terms of reference that are approved by the Board The committees have
access to the advice and services of the Group Company Secretary Independent legal or
professional advice may be taken by either of the committees if it believes it 1S necessary

to do so

Audit committee

The Board has an Audit Committee consisting of at least one Non Executive Director from both
Blackstone and PAl This committee 1s chatred by Germry Murphy

The audit committee meets at least three tmes each year, at appropnaie times In the reporting
and audtt cycle In addition, the committee will meet at such cther tmes as the Board or the
committee Chaiman requires, or if requested by UB's external auditor Only committee members
have the nght to attend meetings but, in practice, other indmduals, including shareholder
appanted directors, the Chief Executive Officer, the Chief Operaung Officer, the Chief Financial
Officer, the Head of internal Audit and other members of the senior finance team are regularly
invited to attend all or part of meetings as and when appropnate to their area of experise
External audrtors also attend meetings on a regular basis




Responsibiliies of the committee include overseeing the relationship with the extemal audrtors
it meets with them regularly, reviews their audit plan and discusses audit findings with them.
In addmion, the committee approves the policy on the supply of non-audit services by Emst &
Young, UB's external auditors, taking into account any relevant ethical guidance on the matter

Remuneration committee

The members of the remuneration committee are all the Blackstone and PAI non executive
directors and the non executive chairman The committee ts charred by Frédénc Stévenin
The committee meets at least twice each year and will also meet at such other times as
reguired Only committee members have the nght to attend meetings, but other indwduals
may be invited to attend from ttme to time, when appropnate

The committee’s respensibiliies include determining and agreeing the policy for the

remuneration of the executive directors and approving the design of UB's annual incentive plans

Internal controls

The Board has overall responsibility for UB's system of internal control and for reviewing s
effectveness The pnncipal aim of the systern of intemal conirol s to provide an ongoing process
that identifies, evaluates and manages the nsks that are significant in relaton to futfiment of
UB's business objectives The internal control system has been destgned to manage rather than
elirminate nsk and can prowde only reasonable, and not absolute, assurance agamnst matenal
misstatement or loss

The audit committee reviews the effectiveness of UB's intemal controls and nsk management
systems and ensures there 15 iIndependent investigation of any matters brought to &s attention
The committee monstors and reviews the effectiveness of UB's intemal audit function, which 1s
outsourced to KPMG, ensunng it has sufficient resources and appropnate access to mformation
to enable it to perform its function effectively The audit committee reviews and approves the
nature and scope of the annual intemal audit programme each year The findings of mtemat !
audt reviews are reported to executive management and any necessary comectve actions
are agreed. Summanes of significant 1ssues are presented o and discussed with the audit
committee along with details of progress against action plans as appropnate




Board of directors

uB

Dawvid Fish has been chaman since February 2004 Before joining United Biscuits, Mr Fish
worked for Mars for 27 years, until 2001 During his last seven years with Mars he was a
member of the Mars Incorporated Operating Board Dunng his time at Mars he held a number
of senior management posrtions including President, Snackfoods Europe and Joint President,
Masterfoods Europe, the operating company for all of Mars’ European actmtes He has also
held Vice President positions 1n marketing, country management and personnel Mr Fish has
also seved as Non Executive Chairman of Christian Salvesen Ple as well as Non Executive
Director of the board of Royal Mait

Benoit Testard was appointed Group Chief Executive in February 2011 Pnor to that he was
Managing Director UBUK from 2004 to 2011 and Managing Director UBNE from 2001 to 2004,
hawing Jjoined Unrted Biscurts in March 1999 as Managing Director of UB France Pnor to joining
UB, Mr Testard spent 13 years with Fromagenes BEL where he began as Marketing Manager,
mowving into a Sales Director role and later becoming Head of Business

Jeff van der Eems has been Chief Financial Officer of United Biscuits since mid 2005 and Chief
Operating Officer from December 2006. Mr van der Eems joined United Biscuits from PepsiCo
where he worked for 12 years in a senes of senior gperational roles in Eurgpe, Middle East,
Afnca and the US Mast recently, he was Chief Financial Officer for PepsiCo UK & freland where
he was responsible for Walkers Snackfoods, Pepsi-Cola, Quaker Foods, and Tropicana Pnor to
PepsiCo, Mr van der Eems worked in Mergers and Acguisitions for several investment banks in
New York

Kevin McGurk has been Operational Services Director since February 2001 He joined the
UB board on 23 January 2007 Before joining United Biscuits, Mr McGurk served as European
Purchasing Director of Henz from 1999 He also previously served as Purchasing General
Manager of the Heinz European Grocery Dvsion from 1996 to 1999 Before joining Hemngz,
Mr McGurk spent several years with the Ambient Foods Group of Hillsdown Holdings where

he served as the European Group Purchasing Manager
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The Blackstone group

Blackstone is a leading globat altemative asset manager and provider of financial edwisory
semices listed on the New York Stock Exchange with total assets under management of
approximately $210 bilion as of December 31 2012

Lionel Assant 15 Sertor Managing Director and European Head of Private Equity for Blackstone, ;
based in London Since joining Blackstone in 2003, Mr Assant has been involved in vanous

European Investments and investment opportunities Before jomning Blackstone, Mr Assant

worked for seven years at Goldman Sachs in the Mergers & Acquisiions, Asset Management,

and Pnvate Equity dmisions

David S Blitzer 1s a Senior Managing Director & Head of Tactical Opportuntties Mr Blitzer 1s

based 1n New York, having established Blackstone's corporate private equity investment efforts

in Europe  Since joining Blackstone in 1991, Mr Blitzer has been involved in the execution

of Blackstone's investments in Spint Group, SULO, Alled Waste, Aspen Insurance Holdings,

Houghton Miffin, Universal Orlando, Centerplate, Cadillac Faiview, Edward J. DeBartolo :
Corporation, Southemn Cross, NHP Crangina, and Unsted Biscuits

Gerry Murphy 1s a Senior Managing Director in the Corporate Private Equity group and Chatrman
of The Blackstone Group International Partners LLP the firm's pnncipal European regulated entity.
Based 1n London, fus pamary focus 15 supporting the firm’s activities across Eurcpe and Asia

and he serves as a director of United Biscuits, Merlin Entertainments Group, Jack Wotfskun and
Michaels Stores He 1s a non-executive director of Brrush Amencan Tobacco plc

Before joinung Blackstone mn 2008, Dr Murphy spent five years as CED of Kengfisher pic, a FTSE
100 company and the leading home improvement retaler in Europe and Asia He has also
served as CEO of Cariton Communications ple, Exel plc and Greencore Group plc Earlier in

his career, he held senior operating and corporate positions with Grand Metropalitan plc (now
Diageo plc) in Ireland, the UK and the USA He has served on the boards of Reckitt Benckiser
Group plc, Abbey Nationa! plc and Novar plc and on the UK government's Asia Task Force |




PAI partners

PAl partners I1s one of the cldest and most expenenced prvate equity firms in Europe with its
ongins dating back to Panbas Affarres Industnelles, the histoncal pnncipal investment activity of
Panbas, the pan-European merchant bank which merged with 8NP in 1999

Gaelle d’'Engremont joined PAl Partners in 2004 and 15 a member of the Consumer Goods
Group She has been involved 1In a number of transactions including Chr Hansen, United Biscurts
and Perstorp Pnor to thus Ms d'Engremont worlked for four years with Casino and two years with
Uribail

Colm O’Sullivan joined PAl iIn 2006 and heads PAl's UK Team Mr O'Sullivan has been involved
in a number of transactions including United Biscuits, Kwak Fit and Perstorp  On joning PAL, he
was a member of the Consumer Goods team based in Pans Since November 2008, he has
managed PAP’s UK Office. Mr. O'Sullivan amved from Deutsche Bank where he spent eight years
in the Financial Sponsors Group working on a number of advisory and financing transactions for
European Prvate Equity Firms Prior to this, he spent six years with Hambras Bank in London

and New-York working on vanous debt capital market and adwsory transactions

Frédénc Stévenin joined PAl In 1993 and 1s responsible for the Food & Consumer Goods and
Healthcare sector teams Mr Stéverun has been involved in a number of transactions including
Panzan, Amora Maille, Wilham Saunn, Antargaz, Yoplast, Elis, Panzant-Lustucru, Saeco, Chr
Hansen, Umited Biscunts, Kaufman & Broad, Cerba European Lab and Marcolin Mr Stévenin

first joined PAl in 1993 and spent five years tn the Food & Beverage team. In 1998, he joined
Deutsche Bank / Bankers Trust in the European Acquisiton Finance Group as a Director and
subsequently as Managing Director In June 2001, he returned to PAl Pnor to this, he spent four
years with Banque Panbas in the Adwvisory team of the Prvate Banking dmsion




Directors’ report

The directors present their report and the audited financial
statements of United Biscuits Topco Limited (the ‘Company’)
together with its subsidiaries (the ‘Group’) for the 52 week
period from 2 January 2012 to 29 December 2012,

Results and dividends

The resufts for the Group are set out on page 37 and show a consohdated profit atinbutable to
the shareholder for 2012, after taxation, of £20 S million {(2011: profit of £80.7 million).
No dmdends have been paid or proposed (2011 £nil)

Going concern, business review
and future development

The Group's business and performance against its key performance indicators and likely future
developments are set out on pages 3 to 20 and are incorporated in this report by reference

The financial position of the Group, its cash flows, hquidity posiion and bormowing facthibies are
descnbed on pages 39 to 41, In addition, Note 17 to the financial statements includes the
Group's objectives, policies and processes for managing s capital; ts financial rfisk management
objectives, detatls of its financial instruments and hedging actmties, and it exposures to credit
nsk, commodity nisk and quidity nsk In view of this, the Directors believe that the Group is

well placed to manage its business nsks successfully despite the current uncertamn economic
outlook and have a reasonable expectation that the Group has adequate resources to continue
in operational existence for the foreseeable future

The financial statements have been prepared on a going concem basrs as the directors are
satisfied that the Group has adequate financial resources to continue its operations for the
foreseeable future In making this statement, the Group's directors have reviewed the Group
budget and avalable faciliues and have made such other enquines as they

consitfered appropnate




Directors’ interest

No director had interests in the share capital of either the Company or other UK registered Group
compantes No director had, dunng the penod or at the end of the penod, any matenal interest
in any contract of significance to the Company’s business, Dunng the penod the Company
maintamned kability nsurance for its directors and officers.

Name Date of appointment

Lionel Yves Assant 1 6 November 2006
David Scott Blitzer! 23 October 2006
Gaélle d’Engremont? 3 December 2009
David John Fish (Chalrman) 23 January 2007
Kevin McGurk (Operational Services Director) 23 January 2007
Gerrard Martin Murphy! 29 lanuary 2009
Colm O'Sullivan® 8 October 2009
Fredenc Stevenin® 23 October 2006
Benoit Testard (CEQ) 29 January 2010
Jeffrey Peter van der Eems (CO0) 23 January 2007

1 Blackstone appointed 2 PAf appointed

Charitable donations

During 2012 the Group made chantable donations of £310,000 (2011 £275,000)

Supplier payment policy

The Group requires Its operating companies to negotiate approprate terms and conditions of
trade as competitively as it negotiates pnees and other commercial matters Employees are
bound by the terms of the Group's ‘Ethics and Operatng Pnnciples’ which sets out the Group’s
code of practice on the treatment of suppliers This pohicy states that ‘all suppliers will be paid
on tme N accordance with agreed terms of trade” At 29 December 2012, the Group had an
average of 102 days purchases (2011 102 days) outstanding in trade creditors
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Principal risks and uncertainties

The Group has established a Risk Oversight Committee that meets to evaluate key nsks to
the Group. The Group 1s exposed to financial nsk. This 1s summansed, together with the
actons taken by the Group to mitigate any significant exposures, in Note 16 to the Financial
Statements. In addition the Group ts subject to a number of significant business nsks, which
it takes all posstble actions to mitigate The Risk Oversight Committee ensures that mitigation
plans are adequately developed and tested

These risks include the following

+ Substantial leverage and ability to service debt — UB’s high level of debt requires it to
dedicate a substantal portion of its cash flow from operations to is debt service obligations.
its leveraged status could increase rts vulnerability to adverse general economic and industry
conditions or to a significant business continurty 1ssue, hrmt its abihity to obtan additional
financing for working capital, capital expenditures, acquisitions or other purposes, place it at
a disadvantage relative to its competitors that have less debt and himit its flexibiity in planning
for or reacting to changes in Its business or industry

Business strategy implementation — UB's strategy 1s to increase 1ts cash flow and
profitability by implementing inibiatives amed at achieving cost sawings and generating
profitable branded growth, If it 1s unsuccessful at implementing its strategy 1t may be unable to
comply with the financial covenants under its senior facilibes agreement.

Significant competition — UB operates in highly competitve markets, and s failure to
compete effectively might adversely affect the results of its operations It competes pnimanty
on the strength of 1ts brands, the quality of its products, product innovation and pnce UB’s
abiity to compete effectively requires continuous efforts in sales and marketing of s existing
products, developing new products and cost rattlonalisation

= Dependence oh raw matenals — UB's ability to pass increases in raw matenals and
energy costs on to its customers could adversely affect the resulis of its operations Many
of its raw matenals and energy costs are volatife and supplies are affected by government
policies, the actions of its suppliers, curency movements, poliical upheavals and acts of
God Consequently, unexpected increases in raw matenal and energy costs or a matenal or
prolonged supply disruption could adversely affect the results of s operations

» Continual evolution of retailers — the ongoing evolution of the retzil food industry in the
United Kingdom and continental Westem Europe could adversely affect UB’s operating results
Such evolution involves the consolidation of sales channels, strong bargaining power of the
major grocery retallers, mtensified price competiton among these retaiters and the rpid
growth of the discount retall channel




« Supply and manufacturing processes — product quality and safety 1ssues may result in
damage to the reputation of UB’s brands and the termination of agreements or licences
to operate one or more of 1ts brands and may affect s relationship with the company’s

customers

Challenges to brands and intellectual property nghts - some of UB’s intellectual property
nghts could be challenged or lapse As approxmately 88% of its sales are from branded
products this could adversely affect UB's results

Restnictions on operations — UB’s debt agreements contain significant restnctions limiting
its flexility n operating its business including, among other things, to* borrow money, pay
dmdends or make other distnbutions and make asset disposrtions These covenants could
matenally and adversely affect UB's abilty to finance its future operations or captal needs or
to engage in other business actmties that may be in the company’s best interest

* Funding defined benefit pension schemes — UB operate defined benefit pension
arrangements in the U.K that have significant liabitites to current, previous ard retred
employees In order to take advantage of the higher retumns that equrties and centan other
investments have historically generated, a proportion of the pension plan funds are invested
In such assets This Investment strategy cames the nsk that a decline in values could increase
UB's funding deficit, which may require it 1o ncrease its contnbutions

+ Changes to taxation or other government regulation — changes m fiscal legislation and
regulation in the vanous junsdictions in which UB operates may affect the taxes that it pays In
addrson, Government bodies in the company’s markets have been pursuing vanous initiatves
aimed at increasing health and reducing the incidence of diseases that are seen to be
linked to diet The actions that government bodies may take could have an adverse effect on

consumer demand for UB products

Addrtional nsks not presently known to the Group, or that management currently deem
immatenal, may also impair future business operations The directors who were members of the
board at the ttme of approving the directors’ report are listed on page 24




Having made enquines of fellow directors and of the Group’s auditors, each of these directors
confirms that.

* to the best of each director's knowledge and belief, there 1s no information relevant to the
preparation of their report which the Group's auditors are unaware of, and

* each director has taken all the steps a director might reasonably be expected to have taken to
be aware of relevant audit information and to establish that the Group's auditors are aware of
that information

On behalf of the board

Benoit Testard David Fish
Chief Executrve officer Non Executive Chairman
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United Biscuits Topco Limited

—

Directors’ Report — register number 5957921

Auditors

A resolution to re-appoint Emst & Young LLP as the Company's auditor will be put to the forthcoming
Annual General Meeting

Directors’ statement as to disclosure of information to auditors

The directors who were members of the board at the time of approving the directors’ report are hsted on
Page 28 Having made enquiries of fellow directors and of the Group's audrtors, each of these directors
confirms that

~ to the best of each director's knowledge and belief, there 1s no information relevant to the
preparation of their report which the Group’s auditors are unaware of, and

- each director has taken all the steps a director might reasonably be expected to have taken to be
aware of relevant audit information and to establish that the Group's auditors are aware of that
information

On behalf of the board

A

Director

28 March 2013

Registered Office
Hayes Park
Hayes End Road
Hayes

Middlesex

UB4 BEE




United Biscuits Topco Limited
o
Statement of directors’ responsibilities

The directors are responsible for prepanng the Annual Report and the Group financtal statements in
accordance with applicable United Kingdom law and those Intermnational Financial Reporting Standards as
adopted by the European Union

Under Company Law the directors must not approve the Group financial statements unless they are
satisfied that they present fairly the financial position, financial performance and cash flows of the Group
for that peniod In preparnng the Group financial statements the directors are required to

» select suitable accounting policies in accordance with IAS 8 Accounting Policies, Changes in
Accounting Estimates and Errors and then apply them consistently,

« present Information, including accounting policies, iIn a manner that provides relevant, reliable,
comparable and understandable information,

+ provide additional disclosures when compliance with the specific requirements in IFRSs 1s
nsufficient to enable users to understand the impact of particular transactions, other events
and conditions on the Group's financial pesition and financial performance,

«  state that the Group has complied with IFRSs, subject to any material departures disclosed and
explained in the financial statements, and

+  make Judgements and estimates that are reasonable and prudent

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the Group's transactions and disclose with reasonable accuracy at any time the financial position
of the Group and enable them to ensure that the Group financial statements comply with the Companies
Act 2006 They are also responsible for safeguarding the assets of the Group and hence for taking
reasonable steps for the prevention and detection of fraud and other irregulanties




o
Independent auditor's report to the members of United Biscuits Topco Limited

We have audited the group financial statements of United Biscuits Topco Limited for the 52 weeks ended
29 December 2012 which comprise the Consolidated Income Statement and Consolidated Statement of
Comprehensive Income, Consolidated Balance Sheet, the Consolidated Statement of Changes in Equity
and the Consoldated Cash Flow Statement, and the related notes 1 to 24 The financial reporting
framework that has been appled n their preparation 1s applicable law and Intermational Financial
Reporting Standards (IFRSs) as adopted by the European Union

This report 1s 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’ Responsibiliies Statement set out on page 34, the directors are
responsible for the preparation of the group financial statements and for being satisfied that they give a
true and farr view Our responsibility 1s to audit and express an opinion on the group financial statements
In accordance with applcable law and Intemational 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 statements

An audit involves obtaining ewvtdence 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 group’s circumstances and have been consistently applied and adequately disclosed,
the reasonableness of significant accounting esttmates made by the directors, and the overall presentation
of the financial statements In addition we read all the financial and non-financial infermation in the annual
report to identify matenal inconsistencies with the audited financial statements If we become aware of any
apparent matenal misstatements or iInconsistenctes we consider the implications for our report

Opmion on financial statements

In our opinion the group financial statements
* give a true and farr view of the state of the group’s affairs as at 29 December 2012 and of its
profit for the peniod then ended,
» have been properly prepared in accordance with IFRSs as adopted by the European Union, and
» have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the Information given n the Directors’ Report for the financial year for which the group
financial statements are prepared 1s consistent with the group 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 If, in our opinion

» certain disclosures of directors’ remuneration specified by law are not made, or

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




Independent auditor’s report to the members of United Biscuits Topco Limited !
(continued)

Other matter
We have reported separately on the parent company financial statements of United Biscuits Topco Limited

for the period ended 29 December 2012

Evnet - ourg Lf
Andrew Walton (Senior statutory auditor)
for and on behalf of Ernst &Young LLP, Statutory Auditor

London
28 March 2013




United Biscuits Topco Limited

Consolidated income statement

For the period 1 January 2012 to 29 December 2012

Notes 2012 2011
£m £m
restated
Revenue 1,050 5 1,0556
Cost of goods sold {6989) (712 7)
Gross profit 3516 3429
Distnbution, selling and marketing expenses (150 2) (137 9)
General and administrative expenses (70 6) (70 4)
Operating profit before exceptional ocperating items 130 8 1346

Operating profit before exceptional operating items 1s
compnsed as follows
Business profit 169 8 173 5

Depreciation and amortisation expense 4 (39 0) (38 9)
Exceptional operating expense 3 9 9) (15 1)
Operating profit 4 120 9 11935
Interest receivable and other financial income 5 12 20
Interest payable and other financial charges 6 (95 1) {96 6)
Other finance income — pensions 20 187 16 6
Profit from continuing operations before taxes and share

of results of joint venture 457 415
Taxes 7 (72 7) {10 2)
{Loss)/Profit from continuing operations before share of

results of joint venture (27 0) 313
Share of results of joint venture 11 06 07
{Loss)/Profit from continuing operations attributable to

shareholder (26 4) 320
Profit after tax from discontinued operations 8 46 9 48 7
Profit for the year attributable to shareholder 20 5 807

For comparative purposes 2011 income statement has been restated as result of discontinued operations




United Biscuits Topco Limited
-]
Consolidated statement of comprehensive income

For the perlod 1 January 2012 to 29 December 2012

Notes 2012 2011
£m £m
Profit attributable to shareholder 205 807
Other comprehensive income
Actuanal losses on defined benefit plans 20 (86 3) {128 0)
Exchange differences on translation of foreign operations (38) (4 0)
Garn/(Loss) on cash flow hedges taken to equity 01 (6 6)
Garn on cash flow hedges transferred to the income statement 67 08
Other comprehensive loss for the period before tax (83 3) (135 8)
Tax on items recognised directly in or transferred from equity 7 214 316
Other comprehensive loss for the penod after tax (61 9) (104 2)
Total comprehensive loss for the period after tax {41 4) {23 5)




United Biscuits Topco Limited

]
Consolidated balance sheet

As at 29 December 2012

Notes 2012 2011
£m £m

ASSETS
Non-current assets
Intangible assets 9 9527 1,179 7
Property, plant and equipment 10 2837 3252
Investment in joint venture 11 06 05
Retirement benefit asset 20 10 06
Deferred tax 7 587 1137
Dernvative financial instruments 17 01 -
Total non current assets 1,207 8 41,6197
Current assets
Inventories 12 538 605
Trade and other receivables 13 2250 264 7
Denvative financial instruments 17 15 20
Cash and cash equivalents 14 186 8 153 3
Total current assets 467 1 480 &
Assets classified as held for sale 8 342 9 -
TOTAL ASSETS 2,107 8 2,100 2
EQUITY AND LIABILITIES
Shareholder’s equity
Share capital and share premium 19 18 18
Other reserves 19 73 39
Retained earmnings (227 0) (182 2)
Total equity (217 9) (176 5)
Non current habilities
Borrowings 16 1,1837 1,246 4
Amount due to parent company 22 4917 455 1
Retirement benefit hability 20 2595 216 4
Provisions 18 18 75
Other non current habilihes 02 02
Deferred tax 7 100 14 4
Total non current habilities 1,946 9 1,940 0
Current habilities
Borrowings 16 279 -
Trade and other payahles 15 2724 3275
Dervative financial instruments 17 21 49
Provisions 18 35 43
Total current hiabilities 3059 3367
Liabihitties directly associated with the assets classified as held
for sale 8 729 -
Total liabilities 23257 2,276 7
TOTAL EQUITY AND LIABILITIES 2,107 8 2,100 2

Approved by the Board and signed on its behalf on 28 March 2013

Jeffrey Peter van der Eems \% uUL\




United Biscuits Topco Limited

- —— " |
Consolidated statement of changes in equity

For the perlod 2 January 2011 to 31 Share Currency Hedging Retained Total
December 2011 Capital Translation Reserves Earnings

and Share Reserve

Premium

£m
£m £m £m £m

At 2 January 2011 18 128 o7 (168 3) (153 0}
Profit attnbutable to shareholder - - - 807 807
Actuanal losses on defined benefit
plans net of tax - - - (94 6) (94 6)
Exchange differences on translation
of foreign operations - (38) - - (38)
Net gain/(loss) on cash flow hedges - - (58) - (5 8)
Total comprehensive income - (38) (58) (13 9) (23 5)
At 31 December 2011 18 90 1) (182 2) (176 5)

For the period 1 January 2012 to
29 December 2012

Profit attributable to shareholder - - - 205 205
Actuarial losses on defined benefit

plans net of tax - - - {65 3) (65 3)
Exchange differences on translation

of foreign operations - (31) - - 31)
Net gain/{loss} on cash flow hedges - - 65 - 65
Total comprehensive iIncome - {3 1) 656 {44 8) (41 4)
At 29 December 2012 18 59 14 (227 0) (217 9)




United Biscuits Topco Limited

_
Consolidated cash flow statement

For the period 1 January 2012 to 29 December 2012

Notes 2012 2011
£m £m
Operating activities
Operating profit from continuing operations 1209 1195
Operating profit from discontinued operations 46 9 471
Adjustments for
Depreciation and amortization 4 457 46 2
Exceptional operating expense 3 102 16 4
fncrease In inventory 42) (44)
Increase in receivables (131) (26 1)
Increase in payables 24 4 175
Cash flows relating to financial instruments 06 {0 6)
Cash flows relating to restructuning and other provisions (16 2} (17 2)
Difference between pension contributions paid and amounts recognised
in the operating profit (24 8) (25 4)
Cash generated from operations 190 4 1730
Interest pad (50 8) (56 8)
Interest received 10 04
Income taxes refunded/(paid) 20 (3 8)
Net cash inflow from operating activities 142 6 112 8
Investing activities
Caprtal expenditure and purchases of intangible assets 9&10 (59 4) (52 6)
Proceeds from disposal of property, plant and equipment 01 01
Amounts recewved from joint venture 05 67
Net cash used in investing activities {58 8) {51 8)
Financing activities
Repayment of debt 16 (49 2) {74 2)
Met cash used in financing activities (492) {74 2)
Increase/(decrease) in cash and cash equivalents in the pernod 346 (13 2)
Currency transtation differences (11) (14)
Cash and cash equivalents at beginning of period 153 3 167 9
Cash and cash equivalents at end of pericd 14 186 8 153 3

pagn 41




United Biscuits Topco Limited

1 Authorisation of financial statements

The financial statements of United Biscuits Topco Limited and its subsidianes (the “Group”) for the perniod
from 1 January 2012 to 29 December 2012 were authonsed for issue by the board of directors on 28
March 2013 and the balance sheet was signed on the board's behalf by J van der Eems United Biscuits
Topco Limited 1s a imited company, incorporated and domicited in England and Wales

2 Accounting policies

Basis of preparation

The accounting policies which follow set out the policies that were applied in prepanng the financial
statements of the Group for the 52 week penod from 1 January 2012 to 29 December 2012 and as at
29 December 2012

The consolidated financial statements have been prepared on a historicai cost basis, except for denvative
financial instruments and pension assets that have been measured at farr value

The Group generally presents its financial information based on 13 penods of four calendar weeks As a
result, a normal fiscal year consists of 52 weeks, a first fiscal quarter of four penods (16 weeks) and three
fiscal quarters each consisting of three penods (12 weeks) Every five or six years, the final penod 15
lengthened to five weeks, n which case, the fourth quarter consists of 13 weeks and the fiscal year
consists of 53 weeks The financial statements for the previous penicd reflect the performance of the
Group for the penod from 2 January 2011 to 31 December 2011 The Group’s next consolidated financial
statements will be prepared for the 52 weeks ended 28 December 2013

Unless the context indicates otherwise, “2012" means the 52 week penod ended 29 December 2012 or
the financial position as at 29 December 2012 and “2011" means the 52 week penod ended 31 December
2011 or the financial position as at 31 December 2011

The consolidated financial statements are presented in pounds sterling and all references to “stering” or
“€” are to the lawful currency of the United Kingdom  All values are rounded to the nearest one hundred
thousand pounds, except where otherwise indicated

For comparative purposes 2011 income statement has been restated as result of discontinued operations




United Biscuits Topco Limited

____ _
2 Accounting policies (continued)

Statement of compliance

The Group's financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRSs) as adopted by the European Union as they apply to the financial statements of the
Group for the period from 1 January 2012 to 29 December 2012 as permitted by the Companies Act 2006

Basis of consolidation

The consolidated financial statements compnse the financial statements of United Biscuits Topco Limited
and its subsicdianes Subsidianies are fully consolidated from the date of acquishion, being the date on
which the Group obtains control, and will continue to be consolidated until the date that such control
ceases Intra-group balances, income and expenses and unrealised gains and losses resulting from intra-
group transactions are eliminated on consolidation The Company's principal subsidianes are hsted 1n
Note 11 of the Notes to the financial statements

Significant accounting judgements, estimates, and assumptions

The preparation of the Group's financial statements in conformity with IFRS requires the use of
judgements, estimates and assumptions that affect the reported amounts of assets and liabiliies and the
disclosure of contingent assets and liabilites at the date of the financial statements and the reported
revenues and expenses dunng the reporting penod Although these estmates are based on
management's best knowledge of current events and actions, ultimately actual results may differ from
those estimates

The key assumptions concerning the future and other key sources of estimation uncertainty at the balance
sheet date that have a significant nsk of causing matenal adjustment fo the carrying amounts of assets
and liabilities within the next financial year anse in connection with the pessible impairment of goodwill and
net assets and the measurement of defined benefit pension obligations

Goodwill and intangible assets impairment review — The Group determines whether goodwill and indefinite
life intangible assets are impaired on at least an annual basis and this requires an estimation of the value
in use of the cash generating units to which the mntangible assets are allocated Considerable
management judgement 1s necessary to identify cash generating units, estimate discounted future cash
flows and apply a suitable discount rate Further details are given in Note 9

Defined benefit pension obligations — The cost of pension benefit plans and post-retirement healthcare
benefits 1s determined using actuanial valuations This involves making assumptons about future changes
In salanes, future pension Increases, mortality rates, the expected return on assets and discount rates
Due to the long term nature of these plans, considerable management judgement I1s necessary and
estimates are subject to significant uncertainty Further details about the assumptions used are given In
Note 20

Discontinued operations — A discontinued operation or disposal group represents a major line of business
whose carrying amount will be recovered principally through a sale transacton rather than through
continuing use On 4 December 2012 the Board of Directors agreed to sell the Group’s bagged snacks
business unit ("KP Snacks") and, therefore, this business unit has been classified as a disposal group held
for sale at 29 December 2012 The Board considered the business unit met the critena to be classified as
held for sale at the balance sheet date and a discontinued operation in the income statement for the
following reasons

*+ KP Snacks represents a separate major line of business and could be sold to a potential buyer in

its current condition
* The Board expect the sale to be completed on 25 January 2013

Revenue

Revenue compnises sales of products to third parhies at amounts invoiced net of trade discounts and
rebates, excluding sales retated taxes and sales between Group companies Trade discounts nclude
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sales incentives, up-front payments and other non-discretionary payments Revenue 1s recognised based
on confirmed dehvenes to customers, when the risks and rewards associated with the underlying products
have been substantially transferred At each balance sheet date any expendiure incurred, but not yet
invoiced In relation to trade discounts and other allowances, 1s estmated and accrued Revenue also
includes royalty income from licences associated with the Group's brands

Business profit

Business profit 1s the primary measure by which the Group's management measures business
performance and 1s used by the Group's management for the purpose of business decision-making and
resource allocation Business profit represents the profit or loss before taxes, financing, exceptional
operating mncome and expense and depreciation and amortisation expense

Exceptional operating income and expense

The Group presents as exceptional operating tems those items of income and expense which, in the
opimicn of the Directors, because of therr nature merit separate presentation to enable users of the
financal statements to better understand the elements of financial performance in the year, to facilitate
comparison with prior periods and to assess trends in financial performance more easily Exceptional
operating items clude restructuning and other non-recurring expenses, charges for impairment of plant,
equipment, Intangible assets and profits and losses on the disposal of property, plant and equipment

Restructuring and other non-recurring expenses are one-off costs that are incremental to costs the Group
would otherwise incur In relation to its normal operations Prncipally, they are costs associated with
projects implemented to improve efficiency of the Group’s operations, integrate acquisitions, restructure
departments or reduce the cost base of the business For example, redundancy costs resulting from the
closure or integration of a business or part of a business, costs directly associated with implementing
improved ways of working and costs of product recalls Costs associated with an activity that meets the
definition of restructuring and other non-recurnng expenses are charged to the mcome statement at the
point the Group 1s effectively committed to incurnng those costs

Costs incurred for the separation and sale of the bagged snacks business umit has been included within
exceptional operating expenses

Foreign currencies

Transactions i foretgn currencies are nially recorded by the Group's enthies at ther respective
functional currency spot rates at the date the transaction first qualifies for recognition

Monetary assets and liabiittes denominated in foreign currencies are translated at the functional currency
spot rates of exchange at the reporting date Differences ansing on settlement or translation of monetary
items are recognised I1n profit or loss with the exception of monetary items that are designated as part of
the hedge of the Group's net investment of a foreign operatton These are recognised in other
comprehensive income until the net investment 1s disposed of, at which time, the cumulative amount 1s
reclassified to profit or loss Tax charges and credits attnbutable to exchange differences on those
monetary items are also recorded i other comprehensive iIncome

Non-monetary items that are measured in terms of histoncal cost in a foreign currency are translated using
the exchange rates at the dates of the inthial transactions Non-monetary items measured at farr value in

a foreign currency are translated using the exchange rates at the date when the farr value 15 determined
The gain or loss ansing on translation of non-monetary items measured at fair value 1s treated in ine with
the recognition of gain or loss on change n farr value of the item (1 e, translation differences on items
whose farr value gain or loss 1s recognised in other comprehensive income or profit or loss are also
recognised in other comprehensive income or profit or loss, respectively) Any goodwill ansing on the
acquisition of a foreign operation and any farr value adjustments to the carrying amounts of assets and
habiiies ansing on the acquisihion are treated as assets and liabilites of the foreign operation and
translated at the spot rate of exchange at the reporting date
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On consolidation, assets and liabilities of foreign operations are translated into sterling at the exchange
rate prevalling at the balance sheet date Income and expense Items are translated into sterling at the
average rates for the year

Exchange differences ansing on the translation of opening net assets of Group companies, tegether with
differences ansing from the transtation of the net results at average or actual rates to the exchange rate
prevailing at the balance sheet date, are taken to other comprehensive ncome On disposal of a foreign
entity, the deferred accumulated amount recognised in other comprehensive income relating to that
particular foreign cperation 1s recognised in the income statement

Business combinations and goodwill

Business combinations are accounted for using the acquisiion method The cost of an acquisition 1s
measured as the aggregate of the consideration transferred, measured at the acquisition date fair value,
and the amount of any non-controlling interest in the acquree The choice of measurement of non-
controlling interest, either at fair value or at the proportionate share of the acquiree’s identifiable net assets
1s determined on a transaction by transaction basis Acquisition costs are expensed when incurred
Goodwill 1s inihially measured at cost being the excess of the aggregate of the acquisition date fair value of
the consideration transferred and the amount recognised for the non-controling interest over the net
identifiable amounts of the assets acquired and llabiliies assumed In exchange of the business
combination Goodwill represents consideration paid by the Group in anticipation of future economic
benefits from assets that are not capable of being individually identified and separately recognised

After inihal recognition, goodwill 1s measured at cost less any accumulated impairment losses  Goodwill i1s
subject to an annual impairment review or more frequently when events or changes in circumstances
indicate an impairment may exist Any impairment 1s charged to the income statement in the period In
which it anses

Other intangible assets

On acquisition, the Group recognises any separately identfiable intangible assets separately from
goodwill, imtially measurnng the intangible assets at fair value at the date of acquisition Following itial
recognition, intangible assets are carried at cost less any accumulated amortisation and any accumulated
impairment losses

The useful lives of intangible assets are assessed to be either indefinite or finte Intangible assets with
indefinite useful hives, as determined by the Group's Board of Directors, are not amorhised but are subject
to an impairment review on an annual basis or more frequently when events or changes in circumstances
indicate an imparrment may exist Purchased brands are deemed to have indefinite lives when there 1s
proven longewvity of the brand and continued marketing support 1s envisaged

Intangible assets with finite useful lives are amortised over therr useful lives and assessed for Impairment
whenever there 1s an indication that the intangible asset may be impaired The Group capitalises computer
software at cost and also capitalises internally generated software based on costs incurred where certain
specific cnterna are met Computer software 1s amortised on a straight-ine basis over its estimated useful
Iife, up to 5 years The carrying value of Intangible assets with a finite life 1s reviewed for impairment
whenegver events or changes in circumstances indicate that the carrying value may not be recoverable
Any imparrment 1s charged to the income statement in the penod it anses

Advertising and promotional costs

Advertising and promotional costs are charged to the income statement in the period in which the Group
either receved the service or had the right to access the related goods

Non-current assets held for sale and discontinued operations

The Group classifies non-current assets and disposal groups as held for sale If their carrying amounts will
be recovered principally through a sale transactron rather than through continuing use Non-current assets
and disposal groups classified as held for sale are measured at the lower of therr carrying amount and fair
value less costs to sell The cntena for held for sale classification is regarded as met only when the sale 1s
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highly probable and the asset or disposal group 1s avallable for Immediate sale in its present condition
Management must be committed to the sale, which should be expected to qualfy for recognition as a
completed sale within one year from the date of classification Discontinued operations are excluded from
the results of continuing operattions and are presented as a single amount as profit or loss after tax from
discontinued operations In the iIncome statement Property, plant and equipment and intangible assets are
not depreciated or amortised once classified as held for sale

Property, plant and equipment

Property, plant and equipment 1s stated at cost less depreciation and prowision for imparment where
appropnate Freehaold land is not depreciated

Depreciation 15 provided on a straight-ine basis based on the expected useful lives of assets Rates of
depreciation apphed are as follows

Freehold bulldings and long leaseholds 15%pa

Leasehold improvements Shorter of the lease term and useful life of asset
Plant and equipment 3-15%pa

Motor vehicles 20-30%pa

Fixtures and fittings 10-33%pa

Assets under construction are caprtalised but are not depreciated until such time as they are available for
use

Technical stores consist of spare parts and other items for the repar and maintenance of plant and
equipment Major spare parts {costing more than £1,000) are recorded as assets under construction until
such time as they are brought into use All other purchases are expensed

Property, plant and equipment I1s reviewed for impairment when events or changes in circumstances
indicate the carrying value may be impared Any impairment i1s charged to the income statement in the
penod in which it anses Useful lives and residual values of assets are reviewed annually

Impairment of assets

Goodwill ansing on business combenations 1s allocated to the groups of cash-generating units (equivalent
to the Group's business units as descnibed in Note 9) The recoverable amount of the cash-generating
units to which goodwill has been allocated 18 tested far impairment annually or more frequently when
events or changes In circumstances indicate that it might be impaired Previous impairments of goodwill
are not reversed at a later date

The carrying values of property, plant and equipment and intangible assets with finite lives are reviewed
for impairment when events or changes 1in circumstances indicate the carrying value may be imparred  If
any such indication exists, the recoverable amount of the asset 1s estmated in order to determine the
extent of impairment loss

Where purchased intangible assets are considered by the Board of Directors to have an indefinite useful
Iife, they are not amortised but are subject to an impairment review on an annual basis or more frequently
if necessary Intangble assets not yet avalable for use, for example, computer software under
development, are tested for impairment annually

An impairment review 1s performed by comparning the camying value of the property, plant and equipment
or intangible asset or goodwill with its recoverable amount, the recoverable amount being the tugher of the
farr value of the asset less costs to sell and the asset's value in use An asset’s far value less costs to sell
15 the amount that could be obtained on disposal of the asset The value in use 1s determined by
discounting, using a pre-tax discount rate that reflects current market assessments of the time value of
money and the nsks specific to the asset, the expected future cash flows resulting from its continued use,
including those on final disposal impairment losses are recogmised in the income statement immediately
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Where 1t 15 not possible to estimate the recoverable amount of an individual asset, the Group estimates
the recoverable amount of the cash-generating unit to which it belongs Considerable management
judgement 1s necessary to estimate discounted future cash flows Accordingly, actual cash flows could
vary considerably from forecasted cash flows

Impairment reversals are permitted to property, plant and equipment or intangible assets (but not to
goodwill) only to the extent that the new carrying value does not exceed the amount it would have been
had no impairment loss been previously recognised

Leasing commitments

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the nsks
and rewards of ownership to the Group All other leases are classified as operating leases

Assets held under finance leases are recognised as assets of the Group and capitalised at therr far value
at the date of commencement of the lease or, If lower, at the present value of the minimum lease
payments within property, plant and equipment and depreciated over the shorter of the lease term and
estimated useful ife The corresponding hability to the lessor i1s included in the balance sheet as a finance
lease obligation Lease payments are apportioned between finance charges and a reduction of the lease
obligation so as to achieve a constant rate of interest on the remaining balance of the liabiity Finance
charges are charged directly to the income statement

Lease payments relating to operating leases are charged to the income statement on a straight-line basis
over the term of the relevant lease, or over the period between rent reviews where these exist

Joint venture

The Group has one joint venture, KP Ireland Limited This entity, in which the Group has a long-term
participating interest, 1s jointly controlled by the Group and one other party under a contractual
arrangement The Group's interest in the results and assets and habilities of KP Ireland Limited 1s included
in the financial statements using the equity method of accounting

Under the equity method, the Group's interest in this joint venture 1s carned in the balance sheet at cost
plus post-acquisiion changes in the Group's share of its net profit less distnbutions received and less any
imparment in the value of the investment The consolidated income statement reflects the Group's share
of the jointly owned entity’s results after tax

Inventories

Inventones are valued at the lower of cost and estimated net realisable value The cost of products
manufactured by the Group compnses direct matenal and labour costs together with appropriate factory
overheads The cost of raw matenals and goods for resale 1s determuined on a first-in, first-out basis Net
realisable value 1s based on estimated selling price less any further costs expected to be incurred to
completion and disposal

Inventory held as consignment stock 1s recognised as an asset in the balance sheet at cost, as the nsks
and rewards of ownership have been transferred to the Group A corresponding liability 1s also recognised
in the balance sheet

Trade and other receivables

Trade and other receivables are recognised and camed at onginal invoice amount less an allowance for
any amounts that are not collectable An estimate for doubtful debts 15 made when collection of the full
amount 1s no longer probable Bad debts are wntten off when identified

Cash and cash equivalents

Cash includes cash in hand and deposits repayable on demand with any qualfying financial institutions,
less overdrafts from any qualifying institution repayable on demand Cash equivalents are bank deposits
which mature in three months or less at the date of acquisition
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Government grants

The Group has received grants from Government agencies in the United Kingdom as well as from the
European Union to assist with the purchase of property, plant and equipment and costs of staff training

Government grants are recognised where there Is reasonable assurance that the grant will be received
and all attached conditions will be complied with Government grants are deferred and recognised In the
income statement over the period necessary to match them with the related costs they are intended to
compensate for

Grants relating to the purchase of property, plant and equipment are deducted in calculating the carrying
amount of the associated asset The grant 1s recognised In the income statement over the expected
useful ife of the associated asset by way of a reduced depreciation expense.

Borrowings

Borrowings are imbally recognised at fair value, which 1s represented by the amount of net proceeds
received including any premium on Issue and after deduction of Issue costs Bormowings are subsequently
stated at amortised cost Any difference between proceeds (net of transaction costs) and the redemption
value 1s recognised in the income statement over the period of the borrowings using the effective interest
method The effective interest rate 1s the rate that exactly discounts estimated future cash payments or
receipts through the expected Iife of the financial instrument, or where appropnate a shorter perod, to the
net carrying amount of the financial asset or financ:al hability

Taxes

Current tax 1s based on the results for the year as adjusted for non-assessable or disallowed items It 1s
calculated using tax rates and tax laws that have been enacted or substantively enacted by the balance
sheet date

Deferred tax 1s accounted for in respect of temporary differences between the carrying amount of assets
and habilites In the financiat statements and the corresponding tax bases used in the computation of
taxable profit or loss

Deferred tax labiites are recognised for all taxable temporary differences except in respect of
investments in subsidianies and interests in joint ventures where the Group 1s able to control the tirming of
the reversal of the temporary difference and 1t 1s probable that the temporary difference will not reverse in
the foreseeable future Additionally, where the temporary difference anses from the inihal recognition of
goodwill or initial recognition of an asset or hability in a transaction that 1s not @ business combination and
at the time of the transaction affects neither accounting profit nor taxable profit {or loss), deferred tax 1s not
recognised

Deferred tax assets are recogrised to the extent that it 1s probable that future taxable profit will be
avallable agamnst which the deductible temporary differences can be utiised Their carrying amount Is
reviewed at each balance sheet date

Deferred tax 1s measured on an undiscounted basis at the tax rates that are expected to apply in the
periods in which the asset or liabibty 15 rea'sed based on tax rates and laws enacted or substantively
enacted at the balance sheet date It s recognised in the Income statement except when it relates to tems
recorded directly In equity

Pensions and other post-retirement benefits

The Group's main post-retirement arrangements are in the United Kingdom and are of the defined benefit
type, for which contributions are paid into separately administered funds The Group’s U K defined benefit
plans are closed to new members and membership of defined contribution plans i1s available for new
employees The Group also provides additional post-retirement benefits to certan semor managers in the
Urited Kingdom and post-retirement healthcare benefits in the Netherlands, both of which are unfunded
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The cost of providing benefits under the defined benefit plans 1s determined separately for each plan using
the projected unit credit method, which attributes entitlement to benefits to the current peniod (to determine
the current service cost) and to the current and prior penods (to determine the present value of the defined
benefit ocbligatton) and 1s based on actuanal advice Past service costs are recognised in profit or loss on a
straight-ine basis over the vesting pernod or immediately if the benefits have vested When a settlement
(ebminating all obhigations for benefits already accrued) or a curtailment (reducing future obligations as a
result of a matenal reduction in the scheme membership or a reduction in future entitiement) occurs the
obligation and related plan assets are re-measured using current actuanal assumptions and the resultant
gain or loss 1s recognised in the Income statement duning the penod in which the settlement or curtailment

occurs Actuanat gains and losses are recognised n full in the statement of comprehensive income In the
period in which they occur

The nterest element of the defined benefit cost represents the change In present value of scheme
obligations resulting from the passage of time, and 1s determined by applying the discount rate to the
opening present value of the benefit obligation, taking into account matenal changes in the obligation
during the year The expected return on plan assets 1s based on an assessment made at the beginning of
the year of long-term market returns on scheme assets, adjusted for the effect on the far value of plan
assets of contributions received and benefits paid during the year The difference between the expected
return on plan assets and the interest cost 1s recognised In the iIncome statement as other finance income
or cost

The retirement benefit asset or hability in the balance sheet comprises for each plan the total of the
present value of the defined benefit plan obligation (using a discount rate based on high quality corporate
bonds), less any past service cost not yet recognised and less the far value of plan assets out of which
the obligations are to be settled directly Fair value 1s based on market price informatton

The value of a retirement benefit asset 1s restricted to the sum of any unrecognised past service costs and
the present value of economic benefits avallable to the Group The Group recognises a surplus in
schemes only through a reduction in future contributions or where a right to a refund exists

Contributions to defined contribution plans are recognised in the income statement in the penod in which
they are payable

Contingencies and provisions

In the normal course of business the Group 1s involved In certain disputes Provision for contingent
liabilittes 1s made when it 1s deemed probable that an adverse outcome will occur and the amount of the
loss can be reasonably estimated Where the Group 1s the plaintiff in pursuing claims against third parties,
legal and associated expenses are charged to the income statement as incurred Contingent assets are
not recognised in the financial statements

The recogniticn of provisions for disputes 1s subject to a degree of estimation In making its estimates
management takes into account the advice of internal and external legal counsel Provisions are reviewed
regularly and amounts updated where necessary to reflect developments n the disputes The uitimate
habiity may differ from the amount prowvided depending on the outcome of court proceedings and
settlement negohations or If investigations bnng to hght new facts

When either a legal or constructive obligation, as a result of a past event, exists at the balance sheet date
and where the amount of the obligation can be reasonably estimated a prowision 1s recognised If the
effect 1s matenal, expected future cash flows are discounted using a current pre-tax rate that reflects,
where appropnate, the nisks specific to the hability

Derivative financial instruments and hedging

The Group uses certain denvative financial instruments for the purpose of hedging foreign exchange,
interest rate and commodity price rsks
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Under IAS 39 Financial Instruments Recognition and Measurement, hedging relationships must meet
strict criteria to qualify for hedge accounting For those denvative financial instruments designated as
hedges, the hedging relationship 15 documented at its inception This documentation identifies the hedging
instruments, the hedged items or transactions, the nature of the risks being hedged and how effectiveness
will be measured throughout the instruments’ duration Such hedges are expected at inception to be highly
effective

The carrying values of recognised assets and liabilities that are designated as hedged items m fair value
hedges that would otherwise be carried at amortised cost, are adjusted to record changes in the far
values attributable to the nsks that are being hedged in effective hedge relationships

Hedge accounting 1s applied where denvative financial instruments are measured to have been highly
effective In offsetting the changes in farr value or cash flows of the hedged items Denvatves outside a
hedging retationship are recorded at farr value at the balance sheet date with any gains or losses heing
recognised in the income statement

{a) Cash flow hedges

Changes In the fair value of denvative financial instruments that are designated and effective as cash flow
hedges of highly probable forecast transactions or firm commitments in foreign currency are recognised in
the hedging reserve Amounts deferred In this way are recognised in the income statement in the same
penod in which the hedged forecast transaction or firm commitment i1s recognised in the income
statement Any ineffective portion of the changes in the farr value of designated cash flow hedges 15
recegnised immediately in the Income statement

The Group discontinues cash flow hedging when a forecast transaction 1s no longer expected to occur and
amounts previously recognised in equity are transferred to the income statement If the hedging
instrument expires or 1s sold, terminated or exercised without replacement or raollover, or If its designation
as a hedge I1s revoked, amounts previously recognised in equity remam n equity untl the forecast
transaction occurs and are then recognised in the income statement

{b) Fair value hedges

For fair value hedges, the carrying amount of the hedged item I1s adjusted for gains and losses attributable
to the nsk being hedged, the derivative 1s re-measured at fair value and gains and losses from both are
taken to profit or loss For hedged items camed at amortised cost, the adjustment 1s amoriised through the
income statement, such that, it 1s fully amortised at matunty When an unrecognised firm commitment 1s
designated as a hedged item, this gives nse to an asset or hability in the balance sheet, representing the
cumulative change in the fair value of the firm commitment attributable to the hedged nsk

The Group discontinues farr value hedge accounting if the hedging instrument expires or 1s sold,
terminated or exercised, the hedge no longer meets the crtena for hedge accounting or the Group
revokes the designation

{c) Hedges of net investment

Where foreign currency loans are designated as hedges of net investments in foreign operations the
portion of the foreign exchange gain or loss on the borrowing that 1s determined to be an effective hedge 1s
recognised directly in the currency translation reserve On disposal of a foreign operation, the cumulative
translation differences are transferred to the income statement as part of the gain or loss on disposal

Where a hedging instrument fails to meet the cnternia for hedge accounting, or where a portion of a
qualifying hedging relationship 1s ineffective, the movement in the farr value of the hedging instrument
relating to hedge ineffectiveness 1s recognised in the iIncome statement immediately
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New standards and interpretations and Standards issued but not yet effective

The IASB and the International Financial Reporting Interpretations Committee (*IFRIC”) have i1ssued
standards and interpretations which had no impact on the Group consolidated financial statements, while
the following standards and interpretations will be effective for future accounting penods of the Group

Effective for

accounting
periods beginning
on or after

IFRS

IAS 1 Presentation of items of Other Comprehensive Income - 1 July 2012

IAS 19 (revised)

Amendments to IAS 1
Employee Benefits

1 January 2013

I1AS 28 (revised) Investments in Associates and Joint Ventures 1 January 2013
IAS 32 Offsetting Financial Assets and Financial Liabilities — 1 January 2014
Amendments to IAS 32
IFRS 1 Government Loans — Amendments to IFRS 1 1 January 2013
IFRS 7 Disclosure — Offsetting Financial Assets and Financial 1 January 2013
Liabilities — Amendments to IFRS 7
IFRS 9 Financial Instruments Classification and Measurement 1 January 2015
IFRS 10 Consolidated Financial Statements 1 January 2013
IAS 27 Separate Financial Statements 1 January 2013
IFRS 11 Joint Arrangements 1 January 2013
IFRS 12 Disclosure of Interest in Other Entities 1 January 2013
IFRS 13 Fair Value Measurement 1 January 2013

Improvement to IFRS {issued in May 2012}

IFRS 1 First-time Adoption of IFRS 1 January 2013
IAS 1 Presentation of Financial Statements 1 January 2013
IAS 16 Property Plant and Equipment 1 January 2013
IAS 32 Financial Instruments, Presentation 1 January 2013
IAS 34 Intenm Financial Reporiing 1 January 2013

Management does not anticipate that the adoption of the above standards and interpretations will have a
matenal impact on the Group’s financial statements in the imtial period of application with the exception of
IAS 19 (revised) The IASB has revised IAS 19 These include a fundamental change which will affect the
basis by which the Group apportions finance income between the income statement and other
comprehensive iIncome from the 2014 financial year The impact of the change will be estimated closer to
the adoption and will depend on the movement of the actuanal assumptions between now and adoption
This change could have a matenal impact on the income statement and other comprehensive income

IFRSs are undergoing a process of revision with a view to increasing harmonisation of accounting rules
internationally Proposals to 1ssue new or revised IFRSs, as yet unpublished, on financial instruments,
revenue recognition, leases and other topics may change existing standards, and may therefore affect the
accounting policies apphed by the Group In future penods
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Profit/ loss

Restructuring on disposal
and other of property,
non-recurring plant and
expenses'’ equipment Total
£m £m £m
2012
Exceptional costs (94) (0 5) {9 9)
Exceptional operating expense {9.4) (0 5) (9.9)
2011
Exceptional costs {14 8) (02) (15 0)

‘ Exceptional operating expense (14.8) {0.2) {15 0)
|

Exceptional operating expenses relating to the KP Snacks business unit of £0 3m (2011 £1 3m) have
been included in profit from discontinued operation (Note 8) The amount reported In 2012 includes cost
incurred for the separation and sale of KP Snacks business unit of £7 9 million

(1) Restructunng and other non-recurnng expenses relate pnmardy to redundancy and other costs associated with cost reduction and efficiency
programs No analysis of these expenses by function exisis However, they relate to cost of goods sold, disinbution, selting and marketing and

general and administrative expenses
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2012 2011
£m £m
Operating profit 1s stated after charging
Depreciation and amortisation expense
Depreciation of property, plant and equipment 425 436
Amortisation of computer software 32 26
457 46 2
The depreciation and amortisation expense by function was as follows
Cost of goods sold 326 329
Distnibution, seling and marketing expenses 15 15
General and administrative expenses 49 45
Continued operations 390 389
Discontinued operations 67 73
457 46 2
Operating lease rentals
Property 73 60
Piant and equipment 42 49
115 109
Net foreign exchange {gain)/loss (0 8) 02
Shareholder fees 20 20
Product research and development 44 49
Advertising expenditure 144 157
Staff costs and directors’ emoluments
Gross wages and salanes, holiday pay and sick pay 2418 2403
Social security costs 400 386
Pension 112 108
2930 2898
Directors’ emoluments™ 26 26
Emoluments in respect of the highest paid director 09 10

{1) The number of directors to whom retwement benefits are accruing i respect of defined benefit schemes was 10 2012 (1 in 2011) and 1 director

1s @ member of the defined contnbution scheme (110 2011)

The average monthly number of employees dunng the year was as follows

2012 2011
No No
Manufacturing and production 6,322 6,516
Logistics and site service 598 580
Sales, marketing and administration 1,034 1,060
7,954 8,156
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The Group paid the following amounts to its auditors in respect of therr audit of the Group's financial
statements and for other services provided to the Group

2012 2011

£000 £000

Fees payable to the company's auditor for the audit of the company's
annual accounts 214 220

Fees payable to the company's auditor for other services

« Auditing of accounts of subsidianes 545 609
759 829
« Audit related assurance services 15 24
* Tax complance services 6 -
» Tax advisory services 3 -
+ Corporate finance services 48 -
831 853

Fees relating to the auditing of accounts for subsidianes include £44,000 (2011 £51,000) related to the
audit of the Group’s pensions scheme

5 Interest receivable and other financial income

2012 2011

fm £m

Interest Income on bank deposits 12 20

12 20

6 Interest payable and other financial charges

2012 2011

£m £m

Bank credit facility 571 611
Interest payable to parent company 367 340
Other financial charges 13 156
951 96 6
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7 Taxes

Tax on profit on ordinary activities:

Tax 1s charged in the income statement as follows

Current income tax

UK corporation tax

Foreign tax

Current income tax charge
Adjustment relating to prior years
Total current iIncome tax

Deferred tax

Relating to ongination and reversal of temporary differences
Changes in the corporation tax rate

Adjustments relating to prior years

Total deferred tax

Tax charge in the income statement for continuing operations
Tax on discontinued operations (Note 8)

Tax charge In the Income statement

Tax relating to items charged or credited to equity 1s as follows

Deferred tax

Actuarial losses on defined benefit plan

Translation differences on foreign currency net investments
Revaluation of cash flow hedges

Changes in the tax rate

Tax credit in the statement of comprehensive income

Reconciliation of the total tax charge

2012 2011
£m £m
01 -
15 11
16 11
- 01
16 12

68 1 227
72 66
{4 2) (20 3)

711 90

727 102
- (16)

727 86

2012 2011
£m £m

(22 2) (334)

{09) (o1
04
13 19

(21 4) (31 6)

The current tax charge on the profit on ordinary activities for the year i1s lower than the average rate of

corporation tax in the UK of 24 5% {2011 — 26 5%) The differences are reconciled below

Profit from continuing operations before taxation
Profit from discontinued operations before taxation

Total profit before taxation

Tax charge on ordinary activities at the statutory rate
Expenses not deductible for tax purposes

Reversal of deferred tax habilities on intangibles
Reversal of deferred tax assets on capital losses utilised
Prior year adjustments

Effect of overseas tax rates

Loss carned ferward for which no DTA was recognised
Tax losses utiised for which no DTA was recognised
Changes in the tax rate

Tax charge in the iIncome statement

2012 2011
£m £m
463 415
46 9 47 1
932 886
228 235
25 14
(25 5) -
877 -
42) (22 6)
(10) ©9)
35 25
(20 3) {19)
72 66
727 86
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7 Taxes {continued)

As a result of the disposal for tax purposes of KP Snacks, UK tax losses are expected to be utiised
against chargeable gains ansing on the disposal This has resuited in an overall reversal of previously
recognised deferred tax assets held on the balance sheet

A reduction in the UK corporation tax rate from 24% to 23% was substantively enacted in July 2012 and
will be effective from 1 Apnl 2013 Accordingly, a rate of 23% has been applied in the measurement of the
Group's deferred tax assets and habilities as at 29 December 2012, resulting in a reduction in the net
deferred tax asset recognised of £8 5 million

There 1s a proposal for a further reduction in the UK corporate tax rate to 21% from 1 Apnl 2014 This will
result In a reduction in the net deferred tax asset recognised of £4 3 million

Unrecognised tax losses

A deferred tax asset has not been recognised on tax losses of approximately £16 million at 29 December
2012 (2011 £145 million), as it 1s not anticipated that any of these losses will be able to be offset against
profits ansing in the foreseeable future

The losses of £16 millon have arisen in India (2011 £12 million) Approximately £ntl mifhon (2011 £106
million) of the losses are capital and non-trading losses ansing in the United Kingdom The losses have no
expiry dates, but can only be utilised against U K capital gains and non-trading profits, respectively The
balance of the losses in 2011 {£27 million) arose in Belgium and France

Temporary differences associated with group investments

At 29 December 2012, there was no recognised deferred tax liability (2011 nil) for taxes that would be
payable on the unremitted earnings of the Group’s subsidianes or joint ventures, as the Group has
determined that these undistributed profits will not be distnbuted In the near future Overseas dividends
received are exempt from UK corporation tax, but may be subject to withholding tax There are no
temporary differences associated with investments in subsidiaries, associates and joint ventures, for which
a deferred tax llability has not been recognised but for which a tax liability may arise

Deferred tax 2012 2011
£m £m

Deferred tax assets

Decelerated capital allowances 418 58 8
Pensions and retirement healthcare benefits 504 536
Other short-term temporary differences 38 57
Losses carned forward 721 1509
Deferred tax asset 177 1 2690
Deferred tax liability

Accelerated capital allowances 40 90
Intangible assets 1193 156 7
Other short-term temporary differences 41 40
Deferred tax hability 127 4 169 7
Net deferred tax asset 497 99 3

page 56




United Biscuits Topco Limited

e . o o
7 Taxes (continued)

Reflected in the balance sheet as follows

Deferred tax asset 597 1137
Deferred tax hability (10 0) (14 4)
497 993
Deferred tax in the income statement
Accelerated capital allowances 82 {7 5)
Net reversal of deferred tax asset 622 -
Pensions and retirement healthcare benefits 108 110
Other short term temporary differences 34 27
Losses not previously recognised (20 3) -
Changes in the corporation tax rate 72 66
Intangible assets {(non-UK) {(04) -
711 74

8 Discontinued operations

On 4 December 2012, the Group accepted an offer for the sale of the trade and assets comprsing its
bagged snacks business unmit (“KP Snacks”)

The disposal was completed on 25 January 2013 At 29 December 2012, KP Snacks has been classified
as a disposal group held for sale and as a discontinued operation The results of KP Snacks for the year
are presented below

2012 2011

£m £m
Revenues 276 3 2780
Cost of goods sold (179 9) (183 9)
Gross profit 96 4 94 1
Distnbution, selling and marketing expenses (37 6) (37 5)
General and administrative expenses (11 6) (8 2)
Operating profit before exceptional operating items 47 2 48 4
Operating profit before exceptional operating items s
compnsed as follows
Business profit 539 557
Depreciation and amortisation expense 67) {7 3)
Exceptional operating items (03) (13)
Profit before taxes 469 471
Taxes!" - 186
Profit from discontinued operations 46 9 48.7

™ For tax purposes, the gain on disposal has been recognised resulting In a current tax charge of
£87 7 million, which has been sheltered by brought forward capital losses relatng to continuing
operations As such no corporation tax wili be payable
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8 Discontinued operations (continued)

The major classes of assets and habilities of KP Snacks classified as held for sale as at 29 December
2012 are as follow

2012
Em
Intangible assets 2237
Property, plant and equipment 534
Inventories 106
Trade and other receivables 552
Assets classified as held for sale 3429
Trade and other payables 729
Liabilities directly associated with the assets classified as
held for sale 729
The net cash flows of KP Snacks are, as follow
2012 2011
£m £m
Operating 533 551
Investing {13 9) (10 2)
Net cash inflow 38 4 44 9
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9 Intangible assets
Purchased Computer
Goodwill Brands Software Total
£m £m £m £m

Cost
At 1 January 2011 5329 644 0 135 1,190 4
Additions - - 22 22
Disposals - - 01 (01)
Transfer from assets under
constructions 21 21
Exchange {(19) {13) (0 1) (33)
At 31 December 2011 5310 642 7 176 1,191 3
Additions 10 10
Disposals {10) {(10)
Transfer from assets under
construction 14 14
Discontinued operations (106 7) (117 0) - (223 7)
Exchange {15) 11) {01) {(27)
At 29 December 2012 422 8 524 6 18 9 966 3
Amortisation
At 1 January 2011 - - 91 91
Charge for the penod - - 26 26
Disposals - - - -
Exchange - - (0 1) Q1)
At 31 December 2011 - - 116 116
Charge for the perod - 32 32
Disposals - - (10) (10)
Discontinued operations - -
Exchange - - {0 2) (0 2)
At 29 December 2012 - - 13 6 136
Carrying amount
At 29 December 2012 4228 5246 53 9527
At 31 December 2011 5310 6427 60 1,1797
At 1 January 2011 5329 644 0 44 1,181 3

The Group manufactures and markets a wide range of products in Western Europe under well-recognised
brands including McVitie's, Penguin, go ahead!, McVitie's Jaffa Cakes, Jacob's, Jacob’s Cream Crackers,
Carr’s, Twiglets, BN, Delacre, Verkade, Sultana and Miri Cheddars

All purchased brands have been deemed to have indefinite useful lives as the Group believes that the
value of these brands 1s maintained indefinitely The factors that result in the indefirute useful lives of
brands capitalised are
* The Group expects to hold and support these brands for an indefinite penod
* The Group supports these brands through spending on consumer marketing and makes significant
investment in promotional support
* The brands operate in stable, large and profitable market sectors \n which they have established
market shares

There are also no matenal legal, regulatory, contractual, competitive, economic or other factors that hrmt
the useful hfe of these intangibles
Purchased brands are therefore not subject to amortisation but are tested at least annually for impairment
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9 Intangible assets (continued)

Impairment of goodwill and intangible assets with indefinite hves

Goodwill and brands acqured through business combinatons have been allocated for impairment
purposes to the following three business units

+ UK
* International Sales
*  Northern Europe

These operating segments represent the lowest level within the Group at which goodwill and other
intangible assets are monitored for internal management purposes Intangible assets allocated to the
Snacks business unit have been reclassified as held for sale Goodwill has been allocated to the Snacks
and Biscuits business units in proportton of their respective EBITDA The U K operating segment includes
only Biscuits assets

UK

The recoverable amount of the U K business unit has been determined based on a value Iin use
calculation using cash flow projections based on financial budgets and forecasts approved by
management covering a five-year pencd The pre-tax discount rate applied to the cash flow projections
was 7 9% (8 4% in 2011) Short-term EBITDA growth rates applied ranged from 1 1% to 4 0% (2 5% to
90% in 2011) A long-term EBITDA growth rate assumption of 10% {1 0% in 2011) was applied in
perpetuity

International Sales

The recoverable amount of the Group's International Sales business unit has been determined based on a
value in use calculation using cash flow projecttons based on financial budgets and forecasts approved by
management covering a five-year penod The pre-tax discount rate applied to the cash flow projections
was 7 9% (8 4% 1n 2011) Short-term EBITDA growth rates applied ranged from 0 0% to 3 0% (-6 3% to
25% m 2011) A long-term EBITDA growth rate assumphion of 1 0% (1 0% in 2011) was applied In
perpetuity

Northern Europe

The recoverable amount of the Group's Northern Europe business unit has been determined based on a
value in use calculation using cash flow projections based on financial budgets and forecasts approved by
management covenng a five-year penod The pre-tax discount rate applied to the cash flow projections
was 90% (9 1% in 2011) Short-term EBITDA growth rates applied ranged from 3 0% to 4 5% (2 5% to
10 7% mn 2011) A long-term EBITDA growth rate assumption of 1 0% (1 0% in 2011) was apphed in
perpetuity

The carrying amounts of goodwill and brands allocated to the Group's cash-generating units were as
follows

2012 2011
£m £m

Goodwill
UK 3132 4198
Northern Europe 710 726
International Sales 386 386
Total 4228 5310
Brands
UK 4667 5837
Northern Europe 510 521
International Sales 69 69
Total 5246 6427
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9 Intangible assets {(continued)

Key assumptions applied to value in use calculations

Assumptions regarding future cash flows are based upon actual results in pnor penods, adjusted to reflect
management’s view of expected developments based upon market conditions In particular, the 2013
budgeted cash flows, which form the basis for future year forecasts, were developed assuming a recovery
in profitability in Northern Europe and sustained growth in both U K and Intemational Sales The cash
flows used are pre-tax cash flows and include all Income and costs as well as an estmate of maintenance
capital expenditure required to support these cash flows

The calcutation of value in use for the U K, Northern Europe and International Sales business units 1s
most sensitive to the following assumptions

+  Discount rates — these reflect management’s assessment of the time value of money and the risks
specific to the unit's assets, based on an appropnate Weighted Average Cost of Capital (WACC)
anticipated for a market participant investing in the Group and determined using the Capital Asset
Pricing Model, reflecting management’s estimate of the specific nsk profile associated with the cash
flow projections

*«  EBITDA growth rates — estimates are based on conservative industry expectations of growth in the
market where each cash-generating unit 1s located The business units operate predominantly in
stable, large and profitable market sectors where the Group's brands have proven longevity Short
term forecasts are adjusted to reflect the Group's relative weight in faster, or slower, growing market
categones

Sensitivity to changes in assumptions

Management believes that no reasonably possible change in any of the above key assumptions would
cause the recoverable amount to be less than the carrying value for its UK and International Sales
cash-generating units

However, management believes that given the level of judgement inherent in these assumptions,
especially in ight of the current economic climate, a reasonably possible change could cause the carrying
value of its Northern Europe cash-generating unit to exceed s recoverable amount The change In
assumption required would be either a decrease in the EBITDA growth rate of 3 § percentage points in
2013 and 3 0 percentage points In each of the following 4 years forecast (3 1% n all years in 2011} or an
increase In the annual discount rate of 1 5 percentage points (1 5% in 2011)




United Biscuits Topco Limited

10  Property, plant and equipment

Cost

At 1 January 2011
Exchange adjustments
Additions
Reclasstfications
Transfer to Software
Disposals

At 31 December 2011

Exchange adjustments
Additions
Reclassifications
Transfer to software
Discontinued operations
Disposals

At 29 December 2012

Depreciation

At 1 January 2011
Exchange adjustments
Charge for the penod
Reclassifications
Disposals

At 31 December 2011

Exchange adjustments
Charge for the penod
Reclassifications
Discontinued operations
Disposals

At 29 December 2012

Net book value
At 29 December 2012

At 31 December 2011
At 1 January 2011

Plant, Assets
Leasehold Machinery Fixtures & Under
Freehold Improvement & vehicles Fittings Construction Total
£m £fm £m £m £m £m
1017 85 3401 61 333 4897
(19) - {29) 1) {0 1) (4 1)
29 - 219 14 242 50 4
16 - 149 14 (17 9) -
z1) (21)
: - (03) 1) - (0 4)
105 2 85 3737 87 374 5335
{(07) - (22) - (o 1) (3 0)
41 04 277 23 239 584
30 02 208 08 (24 8) -
- - - - (14) (14)
(17 7) 03 (60 4) {11} (6 2) (85 7)
- - ©3) - - {03)
93 9 838 359 3 107 288 5015
194 31 141 2 23 - 166 0
02) - (1 - - (13)
46 07 36 4 19 - 436
238 38 176 5 42 - 208 3
1 - (0 8) - - ©7)
47 06 350 22 - 42 5
(24) {0 2) {29 6) (01 - (32 3}
26 0 42 181 3 63 - 217 8
67 9 46 i78 0 44 288 2837
814 47 197 2 45 374 3252
B2 3 54 198 9 38 333 3237

The net book value of leasehold improvements of £4 6 milhlon (2011 £4 7 milion) 1s n respect of
properties held under operating leases with remaining lease terms of under 50 years (2011 50 years) as

at 29 December 2012

The net book value of assets acquired under finance lease arrangements, all of which are either plant,
machinery or vehicles, 1s £0 2 million (2011 £0 1 million)
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2012 2011
£m £m
Investment in joint venture 06 05

{a) Investment in joint venture

The Group holds a 50% interest in the ordinary shares of KP Ireland Limited, which 1s incorporated and
operates 1n the Republic of Ireland The pnncipal activity of KP Ireland Limited 1s the manufacture of snack
products

The Group's share of KP Ireland Limited's assets and liabilities and its share of income and expenses in
2012 were as follows

2012 2011

£m £m
Share of the jJoint venture’s balance sheet:
Non-current assets 01 01
Current assets 07 06
Share of total assets 08 07
Current habiibes 02 02
Non-current liabilities - -
Share of total labihties 02 02
Share of net assets 06 05
Share of results of joint venture.
Revenue 21 24
Operating costs {15) (17)
Net profit before taxes 06 07
Taxes - -
Share of net profit after taxes 06 07
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(b) Details of Group undertakings

At 29 December 2012, all the pnincipal subsidianes of United Biscuits Topco Limited listed below were
wholly owned The Group also held investments in other subsidianes which were either not trading or not
significant Details of all subsidianes will be annexed to the Company's next annual return

Country of

incorporation and
Principal subsidiary operation Activity
United Biscuits Bondco Limited’ UK Holding Company
United Biscuits VLNco Limited UK Holding Company
United Biscuits Holdco Limited UK Holding Company
United Biscuits Holdco 2 Limited UK Holding Company
United Biscuits Bidco Limited UK Holding Company
United Biscuits Dutchco BV Netherlands Holdng Company
Regentrealm Limited UK Holding Company
Finalrealm Limited UK Holding Company
United Biscuits (Holdings) Limited UK Holding Company
UB Overseas Limited UK Holding Company
McVitie & Prnce Limited UK Holding Company
United Biscuits (UK) Limited UK Food manufacturer
UB Humber Limited UK Finance Company
UB Foods US Limited UK Finance Company
Koninkljke Verkade NV Netherlands Biscuit manufacturer
United Biscuits France SAS France Biscuit manufacturer
United Biscuits Industries SAS France Biscuit manufacturer
NV Biscuits Delacre S A Belgium Biscut manufacturer
United Biscuits Cyprus Limited Cyprus Holding Company
United Biscuits Private Limited India Biscut manufacturer

! United Biscuits Bondeo Limited 1s directly owned by the Company

12 Inventories

2012 2011

Em £m
Raw materals and consumables 12 4 17 8
Work In progress 35 31
Finished goods 379 396
538 60 5

There 15 no matenal difference between the replacement cost and histoncal cost of nventones

Raw matenals and consumables at 29 December 20112 included £0 7 mullon (2011 £1 4 mulhon) in respect
of consignment stock

Inventones recogrised as an expense during 2012 amounted to £696 2 million (2011 £711 6 miilon) The
amount of inventones wrtten down and recognised as an expense dunng 2012 was £nil milhon (2011
£0 8 million)
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13 Trade and other receivables

2012 2011

£m £m
Net trade recevables 2058 2452
Other receivables 58 58
Prepayments and accrued income 134 137
2250 2647

Trade receivables are stated net of prowvisions for bad and doubtful debts of £1 0 millon (2011 £1 2 mithon)

Trade and other receivables are all expected to be settled within one year Trade receivables are non-
interest bearnng and represent an average of 60 days sales (2011 58 days)

Details of the Group's credit nsk are set out In Note 16 (c)

14 Cash and cash equivalents

2012 2011

£m £m

Cash at bank and in hand 565 581
Short term deposits 130 3 95 2
186 8 153 3

Cash at bank earns interest at floating rates based on dally bank deposit rates Short-term deposits are
made for varying penods of between two days and two weeks depending on the immediate cash
requirements of the Group, and earn interest at the respective short-term deposit rates The farr value of
cash and cash equivalents at 29 December 2012 was £186 8 million (2011 £153 3 mullion )

15 Trade and other payables

2012 2011

£m £m
Trade payables 218 4 2607
Other payables 40 39
Other taxes and social securnity costs 112 71
Accruals and deferred income 388 55 8
272 4 327 5

Trade and other payables are non-interest beanng and are settled in accordance with contractual payment
terms




United Biscuits Topco Limited

- - "]
16 Borrowings

Current
Senior facilittes
Non-current
Senior faciites

Other loans and finance lease oblhgations

Senior Facilities

2012 2011
£m £m
279 -

11837 1,246 3
- 01
121186 1,246 4

Details of the Senior faciliies amounts outstanding as at 29 December 2012 and 31 December 2011 are

set out below

2012

Non current
Term Lean B
Term Loan B(€)

Second lten
Mezzanine

Total Term Loans

Current

Capex factlity

2011

Non current
Term Loan B
Term Loan B(€)

Second lien
Mezzanine

Capex facility

Amortised
Debt Principal
£m £m
7558 7620
487 491
1587 1600
2205 222 3M
1,1837 1,183 4
279 280
1,2116 1,221 4
7540 7620
98 4 99 4
158 3 160 0
207 9 210 11
277 280
1,246 3 1,259 5

Margin %

LIBOR +2 25
EURIBOR +2 25
LIBOR +4 0
LIBOR +3 75 Cash
and +4 0 PIK

LIBOR+175

LIBOR +2 5
EURIBOR +2 5
LIBOR +4 0
LIBOR +3 75 Cash
and +4 0 PIK

LIBOR +2 0

Type

Bullet
Bullet
Bullet
Bullet

2 equal
instalments
from
150613

Bullet
Bullet
Bullet
Bullet

2 equal
instalments
from

1506 12

Maturity

15 December 2014
15 December 2014
15 June 2016

15 December 2016

15 December 2013

15 December 2014
15 December 2014
15 June 2016

15 December 2016

15 December 2013

During the year ended 29 December 2012, the Group voluntanly prepaid £49 2 million against the Term
Loan B(€) facility (2011 Term Loan B €58 million and capex facility £29 million)

(1) Inctudes rolled-up interest




United Biscuits Topco Limited

16 Borrowings (continued)

Available committed facilities

2012 2011

£m £m
Expinng in one year or less 489 -
Expiring in more than one year - 48 9

48 9 48 9

Acquisition and capex faciiity of £100 0 million

This facility can be used for financing capital expenditure, acquisiions which are permitted under the
Senior facilites agreements, including refinancing any indebtedness acquired therewith, joint ventures
which are permitted under the Senior facilities agreements and restructunng costs On 15 June 2010 the
Group drew down the full amount of the facility Once drawn, the £100 0 millon became repayable in
seven equal instalments, at 6 monthly intervals, commencing on 15 December 2010 and ending on 15
December 2013 During the year ended 29 December 2012 the Group made no repayment agamst this
facility (2011 £29 million prepaid) As at 29 December 2012 £28 0 milion (2011 £28 mullion) of the facility
was outstanding as the first five instalments totalling £71 4 milion and £0 6 muiion of the sixth instalment
have been prepaid

Revolving facility of £50 0 million

This facility can be used to finance working capital requirements, for general corporate purposes of the
Group, to refinance working capital indebtedness of the Group and to pay fees, costs and expenses
associated with the aforementioned The facility allows for revolving advances, the prowvision of ancillary
faciities to cover the day to day banking requirements of subsidiary companies, and the 1ssuance of letters
of credit and bank guarantees up to an aggregate amount of £560 0 million cutstanding at any time Each
advance made under the revolving faciity must be repaid on the last day of the interest period relating to
it, although amounts are available to be re-borrowed, subject to the maximum hmit available under the
facility The facility 1s available until 15 December 2013

At 29 December 2012 an amount of £8 4 million (2011 £8 4 milion) had been drawn down as ancillary
facilities under the revolving facility to cover day to day requirements of the UK business, £7 3 million
(2011 £7 3 mihion) of this being for the provision of two overdraft facilities and £1 1 mulion (2011 £11
million) for of a bank guarantee There were no drawings under any of the overdraft facisties at 29
December 2012 (2011 £mil)

The Senior facilities are secured by fixed and floating charges over all the UK assets of United Biscuits
Holdco Limited and its principal UK subsidianes The principal subsidiaries of United Biscuits Holdco
Limited are all those disclosed in Note 11{b) but excluding United Biscuits Bondco Limited, United Biscuits
VLNco Limited and United Biscuits Holdco Limited In addition, the other pnncipal subsidianes have
guaranteed the debt

The Senior faciities agreements require the Group to comply with certain financial and non-financial
covenants The financial covenants include imitations on capital expendilure and require the maintenance
of certain mnimum ratios of earnings before interest, taxes, depreciation and amortisation to interest
payable, leverage and cash flows to total funding costs
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Other loans

At 31 December 2011 £0 1 million was outstanding In relation to an interest free loan taken out by a
subsidiary of the Company in 2000 for an amount of (10 3 milion This loan was repaid in full in Apnl 2012

Capital management

The Group’s objectives when managing capital are to maximise shareholder value while safequarding the
Group's ability to continue as a going concern  The Group tntends to continue proactively managing its
capital structure whilst maintaining flexibility to take advantage of opportunities, which arise, to grow its
business

In common with many other pnvate equity portfolio companies, the Group carmes a high level of net debt
compared to equity Total capital 1s calculated as total equity, as shown In the consolidated balance
sheet, plus net debt Net debt 1s calculated as total borrowings, as shown n the consolidated balance
sheet, less cash and cash equivalents Parent company loan, discussed in Note 22, 1s excluded from the
defimition of net debt since it will be settled in the event of change of ownership of the business

As explained above, the Senior faciities included within net debt require the Group to comply with certain
financial and non-financial covenants Throughout 2011 and 2012 the Group operated within all of its
covenants
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Financial sk management

The Group 1s exposed to a vanety of financial nsks through its activiles The Treasury Management
Committee establishes the Group's financial nsk strategy The strategy 15 implemented by a central
treasury department (Group Treasury), which identfies, evaluates and hedges financial nsks, working
closely with the Group’s operating units The Treasury Management Committee ensures that cntical
controls exist and are operating correctly within Group Treasury  Written policies, approved by the
Treasury Management Committee, provide the framework for the management of the Group’s financial
risks, and provide specific guidance on areas such as foreign exchange nisk, interest rate nsk and liquidity
nisk

All denvative financial instruments are initially recognised at fair value on the date on which a denvative
contract I1s entered into and are subsequently re-measured at fair value At the year end, the fair value of
foreign exchange forward contracts 1s calculated using forward exchange market rates at the balance
sheet date The fair value of interest rate swaps 1s determined by reference to market values for similar
instruments The fair value of commodity hedges 1s determined by reference to the market values of the
commodities traded on the London International Financial Futures Exchange (‘LIFFE") and Marche a
Terme International de France (MATIF) at the balance sheet date

Fair values

Set out below 1s a companson by class of the carrying ameounts and fair value of the Group’s financial
instruments that are carried in the financial statements by currency

2012 Carrying
Value Falr Value usD EURQ Other GBP
£m £m £m £m £m £m
Financial assets
Cash and short term deposit 186 8 186 8 26 568 36 1238
Trade recewables 2058 2058 107 457 53 144 1
Other receivables 42 42 - 31 01 10
396 8 396 8 13 3 105 B 90 268 9

Derivative assels
Cash flow hedges

Forward currency contracts 13 13 - 12 01 -
Interest rate swaps 01 0t - - - 01
Fair value hedges
Forward currency contracts 02 02 - 02 - -
16 i6 - 14 01 01
Of which
Current assets 15 15
Non current assets 01 01
16 16
Financial liabilities
Trade payables 218 4 2184 183 537 06 145 8
Other payables 227 227 - 33 10 184
Amounts due to parent 4917 4917 - - - 4917
t.oans and borrowings 1,211 6 1,211 6 - 487 1,1629
1,944 4 1,944 4 18 3 1057 16 18188
Derlvative Habliliitles
Cast flow hedges
Forward curmrency contracts 16 16 09 o7 - -
Interest rate swaps 03 03 - - - 03
Fair value hedges
Forward currency contracts 02 02 01 01 - -
21 21 10 08 - 03
Of which
Current habilities 21 21
Non current habilities - -
21 21
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2011 Carrying
Value Fair Value usD EURO Other GBP
£m £m £m £m £m £m
Financlal assets
Cash and short term deposit 153 3 1533 101 613 17 802
Trade recevables 2452 2452 98 360 48 194 6
Other receivables 195 195 - 64 01 130
418 0 4180 199 1037 66 2878
Derlvative assets
Cash flow hedges
Forward currency contracts 16 16 15 01 - -

Interast rate swaps - - - - - -

Fair value hedges

Forward currency coniracts 04 04 04 - - -
20 20 19 01 - -
Of which
Current assets 20 20
Non current assets - -
20 20
Financlal liabilities
Trade payables 2607 2607 07 376 04 2220
Other payables 66 8 668 04 225 17 422
Amounts due to parent 455 1 455 1 - - - 455 1
Loans and borrowings 12463 1,2593 - 98 4 - 11479
Other loans & finance lease 01 01 - 01 - -
2,029 0 20420 11 158 6 21 1,867 2
Derivative liabilities
Cash flow hedges
Forward currency contracts 31 31 - 31 - -
Interest rate swaps 17 i7 - 01 - 16
Farr value hedges
Forward currency contracts 01 01 - 01 - -
49 49 - 33 - 16
Of which
Current iabiities 49 49
Non current liabilities - -
Financlal assets 49 49

The Group enters Iinto denvative financial instruments with various counterparties, principally financial
institutions with Investment grade credit ratings Dervatives valued using valuation technigues with
market observable inputs are mainly interest rate swaps, foreign exchange forward contracts and
commodity forward contracts The most frequently applied valuation techniques include forward pricing
and swap models, using present value calculations The models incorporate vanous inputs including
forergn exchange spot and forward rates, interest rate curves and forward rate curves of the underlying
commodity The credit quality of the counterparties are also considered and adjusted for when deemed
necessary The changes In counterparty credit nsk had no matenal effect on the hedge effectiveness
assessment for denvatives designated in hedge relationships and other financial instruments recognised
as fair value

There are no matenal differences between fair value and book value on any other financial instruments

Farr value hierarchy

In accordance with IFRS 7 Fmancial instruments Disclosures, financial instruments which are carned at
fair value in the balance sheel are analysed as level 1, 2, or 3 The Group classified only derwvatives
carned at farr value as level 2 financial instruments, as their farr value 1s determined based on techniques
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for which all inputs which have a significant effect on the recorded farr value are observable, either directly
or indirectly

a) Foreign exchange risk

Foreign currency nisk anses from future commercial and financing transactions, recognising assets and
liabilities denominated in a currency that 1s not the functional currency of the Group entity undertaking the
transaction as well as from net investments in overseas entites The Group operates internationally and
1s exposed to foreign exchange nsk ansing from vanous currency exposures pnmarnly with respect to the
US dollar, the Euro and the Canadian dollar

The Group's foreign exchange nsk management policy I1s to hedge a proportion of its net currency
exposure  Group Treasury 1s responsible for managing foreign exchange nsk arnsing from future
commercial and financing transactions and recognised assets and habilities usually by forward contracts

The Group has a number of overseas subsidianes whose net assets are subject to currency translation
nsk The Group borrows in focal currencies where appropriate to minimise the impact of this nsk on the
balance sheet

Group policy requires Group companies to manage therr foreign exchange nsk against their functional
currency Group companies are required to hedge therr foreign exchange exposure with Group Treasury
Group Treasury reviews these exposure reports on a regular basis To manage foreign exchange risk
ansing from future commercial transactions and recognised assets and liabilities, entities in the Group use
forward contracts, transacted by Group Treasury

Cash flow hedges

At 29 December 2012, the Group held a number of forward foreign exchange contracts designated as
hedges of highly probable forecast transactons Forward foreign exchange contracts were accounted for
as cash flow hedges The forward contracts are typically taken out with twelve-month maturity dates at
regular intervals throughout the year Gains and losses recognised In the hedging reserve as equity will be
released to the income statement at vanous dates within one year of the balance sheet date

Committed Average Average Average
outstanding Rates Rates Rates
2012 FX contracts usbD EUR CAD
£m
Foreign exchange contracts
Euro 736 1229
US Dollar 530 1 596
Other currencies 58 1 593
Total 1322
2011
Foreign exchange contracts
Euro 1107 1.159
Us Dollar 393 1600
Other currencies 38 1602
Total 1563 8

page 71
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Fair value hedges

At 29 December 2012 and 31 December 2011, the Group held a number of forward foreign exchange
contracts designated as hedges of foreign currency receivables and payables These forward contracts
were accounted for as fair value hedges All such contracts mature within one year

2012 Committed Average Average Average
outstanding Rates Rates Rates
contracts uUsb EUR CAD
£m
Foreign exchange contracts
Euro 113 1244
US Dollar - -
Other currencies - -
Total 13
2011 Committed Average Average Average
outstanding Rates Rates Rates
FX contracts uUsD EUR CAD
Foreign exchange contracts
Euro 52 1178
US Dollar 76 1620
Other currencies 03 1 626
131

Hedges of net investment 1n foreign entities

Included in borrowings at 29 December 2012 were loans of €60 million (2011 €119 million), which were
designated as hedges of net investments In overseas subsidianes, used to reduce exposure to foreign
exchange nsk Gains or losses on re-translation of these borrowings are transferred to equity to offset any
gains or losses on translation of the net investments in the overseas subsidianes with the exception of any
hedge ineffectiveness which 1s taken to the iIncome statement if applicable
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Sensitivity analysis

The table below presents a sensitivity analysis of the changes in carrying values of the Group’s monetary
assets and hability to reasonably possible weakening in market rates of foreign exchange

Impact on the income Impact on reserves arising
statement arising from: from
10% 10% 10% 10%
weakening weakening weakening weakening
against US against against US against
Dollar Euro Dellar Euro
2012 £m £m £m £m
Cash and short term deposits 03 63 - -
Trade receivables 12 51 - -
Trade payables {(20) (6 0) - -
Loans and borrowings - - - (5 5)
Currency exchange contracts {assets) - 10 (02) 51
Currency exchange contracts {liabilities) - 03 49 31
(0 5} 67 47 27
2011
Cash and short term deposits 11 68 - -
Trade receivables 11 47 - -
Trade payables {01) 67) - -
Loans and borrowings - - - (10 9)
Currency exchange contracts (assets) 09 o1 36 05
Currency exchange contracts (liabilities) 01) 07 63 115
29 54 g 11

Derivative contracts are used for hedging trade balances and future currency flows and therefore there 1s
no impact due to currency movement




United Biscuits Topco Limited

R o )
17 Financial instruments (continued)

The table below presents a sensitivity analysis of the changes In carrying values of the Group's monetary
assets and lability to reasonably possible strengthening in market rates of foreign exchange

Impact on the income statement

arising from Impact on reserves arising from
10% 10%
strengthening 10% strengthening 10%
against US strengthening against US strengthening
Dollar against Euro Dollar against Euro

2012 £m £m £m £m
Cash and short term deposits (02) (5 2) - -
Trade recevables (10) (4 2) - -
Trade payables 17 49 - -
Loans and borrowings - - - 45
Currency exchange contracts (assets) - (0 8) 01 {4 2)
Currency exchange contracts (liabilities) - (D 2) {4 0Y {2 6}
Total 05 (55) (39) (23)
2011
Cash and short term deposits (09} (586) -
Trade recewables (09) 39) -
Trade payables 01 55 -
Loans and borrowings - - - 89
Currency exchange contracts (assets) {0 8) 01 {29) (04)
Currency exchange contracts (llabilities) - (086) 0 3) (94)
Total (25) (45) (32) (09)
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(b) Interest rate risk

The Group 1s exposed 1o movements n interest rates from borrowings at vanable rates It 1s the Group's
policy to maintain an appropnate balance between fixed and floating interest rates on borrowings in order
to provide a level of certainty to Interest expense and to reduce the impact of interest rate fluctuations To
achieve this, the Group has entered into a senes of interest rate swaps that have the effect of converting
floating rate debt to fixed rate debt The net effect of these transactions was that as at 29 December 2012
the proportion of Group net debt at fixed rates was 51 5% (2011 50 0%)

The Group's current interest rate swaps expire on 24 January 2013 The table below shows the effect of
these on total fixed rate borrowings

Effect of Effective
Fixed rate interest fixed rate Swap rate
borrowings rate swaps borrowings %

2012 £m £m £m
Sterling — parent company 490 6 - 4006 -
Sterling — third parties - 5800 5800 1031
Eure - 49 1 49 1 0970

490 6 629 1 11197
2011
Sterling — parent company 455 1 - 4551 -
Sterling — third parties - 5800 5800 1031
Euro - 50 1 50 1 1600

455 1 6301 1,085 2

The following table presents a sensitivity analysis of the changes in fair values of the Group's interest rate
swaps and changes to the interest expense on unhedged borrowings from a 1% movement in interest
rates The effect of a 1% movement in interest rates on cash or cash equivalent would not be matenal

Increase in Decrease In
interest rates interest rates
2012 2011 2012 2011
£m £m £m £m
Interest rate swaps (labilities)’ 28 63 {2 B) (6 3)
Unhedged borrowings® (59 (6 2) 59 62

Y Impact on reserves
? Impact on the income statermnent

During 2012, an unrealised gain on revaluation of interest rate swaps of £1 5 milion was recognised
directly in equity in respect of interest rate swaps (2011 £2 5 million loss) The Group has entered into a
new Interest rate swap which became effective on 24 January 2013, expiring 24 January 2015 (£250
million at a swap rate of 0 4925%)
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{c) Credit risk

Credit nsk may arise because of non-performance by a counterparty  The Group I1s exposed to credit nsk
on its financial nstruments including denvative assets and trade receivables The Group's policy 1s for
trade receivables to be subject to credit imits, close monitoring and approval procedures The Group's
policy to manage credt nsk on denvative assets 15 to mit all dernvative counterparties and cash
transactions to high credit quality financial institutions  The Group 1s not exposed to concentration of credit
risk on its derivative assets as these are spread over several financial institutions

Due to its geographical base and the number and quality of customers, the Group i1s not exposed to
matenal concentrations of credit nsk on its trade receiwvables In addition, the Group carnes credit
insurance to mitigate its exposure to loss

Exposure to Credit risk

The carrying amount of financial assets represents the maximum credit exposure, therefore, the maximum
credit exposure at the reporting date was

2012 2011
£m £m
Trade recevables 2058 2452
Total 2058 2452

The maximum exposure to credit nsk for trade receivables at the reporting date by geographic region was

2012 2011

£m £m

UK 1372 189 2

Europe 503 423

Rest of the World 18 3 137

Total 2058 2452
The ageing analysis of trade receivables at the reporting date was

2012 2011

£m E£m

Not past due or impaired 172 4 2331

Past due 0 —- 30 days but not impaired 258 90

Past due more than 30 days but not impaired 76 31

Individually impaired 10 12

Total 2068 246 4
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The movement in the allowance for impairment in respect of trade receivables dunng the year was as
follows

2012 2011

£m £m
Balance at start of penod 12 12
Charge for the pernod 07 04
Unused amounts reversed (10) {04)
Currency translation 01 -
Balance at end of period 10 12

Based on the historic trend and expected performance of the customers, the Group believes that the
above allowance for doubtful receivables sufficiently covers the nsk of default

The charge for the period of £0 7 milhon (2011 £0 4 mittion) reflects an increase in the doubtful trade
receivables in the period The Group has no collateral in this respect

(d) Liquidity nsk

Liquidity nisk anses when a company encounters difficulies to meet commiiments associated with
habihties and other payment obligations Such nsk may result from inadequate market depth or disruption
or refinancing problems

The Group's objective 1s to manage hquidity nsk through the avalability of committed credit facilities and
comphance with related financial covenants and by maintaining sufficient cash to meet obligations as they
fall due
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Contractual maturities

Details of the contractual maturittes and associated undiscounted value at matunty of external borrowings,
Including estimated interest payments, are set out below

Senlor Other Finance Trade Other
Facilities Loans Leases Payables Payables Total
£m £m £m £m £m £m
2012
Within one year or on 64 4 - - 2184 227 3055
demand
Between one and two years 8530 - - - - B33 0
Between two and three 182 - - - - 192
years
Between three and four 436 4 - - - - 436 4
years
Between four and five years - - - - - -
After five years - - - - - -
1,3730 - - 2184 227 16141
2011
Within one year or on 511 01 - 2607 668 3787
demand
Between one and two ysars 765 - - - - 765
Between two and three 9277 - - - - 27y
years
Between three and four 273 - - - - 273
years
Between four and five years 452 9 - - - - 452 9
After five years - - - - - -
15355 01 - 2607 668 1,863 1

Detalls of the contractual matunties and associated value at matunity of the parent company loan are set
out below

Parent
company
loan
£m
2012 and 2011
8 1% Nctes due 2036 and 2038 34148
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The following tables indicate the penods in which the cash flows associated with denvatives that are cash
flow hedges are expected to occur

Forward exchange

Interest rate swaps’ contracts?
2012 Assets Liabilities Assets Liabilities

£m £m £m £m
Within one year or on demand - (03) 1296 (130 2)
Between one and two years - - - -
More than two years - - - -

- {0 3) 129 6 (130 2)
2011
Within one year or cn demand 01 {0 3) 1518 (153 9)
Between one and two years 01 - - -
More than two years - - - -

02 {0 3) 151 8 (153 9}

1 Net seftled
2 Gross settled

{e) Commodity risk

The Group's activities expose It to the nisk of changes in commodity pnces The Group’s objective is to
minimise the impact of volatility in commodity prices and seeks to cover ts raw matenal requirements by
taking out forward contracts to secure supplies at agreed prices

Forward cover is taken in physical markets for periods of at least three months and typically would not
exceed 12 months, although, in certain circumstances, this may be extended

In the most volatile of the Group’s commeodity markets, fluctuating prnices are hedged through the use of
futures Unrealised gains or losses at the year-end may not crystallise as they depend upon market
movements between the year-end and the matunty dates of outstanding contracts Prowviding a successful
hedge relationship can be demonstrated, gains or losses that do matenalise are charged to the Group's
operating results when the raw ingredients which these contracts hedge are used Contracts are settled
immediately

From time to ime the Group also uses financial denvatives to protect future raw matenal prices by taking
out options

Cash flow hedges

The Group's cash flow hedges relate to commodity contracts, forward foreign exchange contracts and
interest rate swaps An aggregate gan of £0 1 milon (2011 £6 6 millilon gain) was recognised directly in
equity during the penod 1 January 2012 to 29 December 2012 (of which a gain of £3 9 million related to
commodity contracts, a loss of £56 3 million related to forward foreign exchange contracts and a gan of
£15 millon related to interest rate swaps) and a loss of £6 7 milion (2011 £0 8 mithon gain) was
recogrused In the mcome statement In relation to cash flow hedges of which a loss of £0 2 milion related
to commodity contracts was recognized In cost of goods sold and a loss of £6 5 million related to forward
foreign exchange contracts was recognized in operating profit
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Early
Retirement Rationalisation Onerous
Provision Provisions Contracts Total
£m £m £m £m

At 1 January 2011 05 54 71 130
Income statement charge 01 151 07 159
Amounts utihsed {01) {159) (12) (17 2)
Exchange adjustments 01 - - 01
At 31 December 2011 06 46 66 118
Income statement charge 01 113 05 119
Unused amounts reversed
during the reporting period - - (20 (20)
Amounts utiised {0 3) (13 7} (22) (16 2)
Exchange adjustments {0 1) - {0 1) (0 2)
At 29 December 2012 03 22 28 53
At 31 December 2011
Current - 29 14 43
Non current 06 17 52 75

06 46 66 118
At 29 December 2012
Current - 08 27 35
Non current 03 14 01 18

03 22 28 53

Provisions are recorded only where there 1s a legal or constructive obligation

The early retirement provision pnncipally compnses long-term early retrement schemes operated for
employees in the Group's Northern Europe business units to which the Group are commutted for a number
of years In 2012, the French retirement indemnity (IDR) has been recognised within penstons and other
post-retirement benefits (Note 20) The prior year amounts for provisions and pensions and other
retirement benefits have been adjusted accordingly

Rationalisation prowisions pnncipally compnised obhigations in relaton to overhead reduction and
manufacturing-efficiency programs across the Group and the majonty of them are expected to be utiised
in the next year

The prowision for onerous contracts principally relates to the cost of surplus leasehold properties, where
unavoldable costs exceed anticipated income The associated lease commitments are of varying duration
and it 1s anticipated that expenditure will continue to be charged against the provision for a number of
years Of the tota!l provision, £2 6 million was related to a property which has been surrendered 1n January
2013

The amount and timing of the utilsation of provisions 1s subject to considerable uncertainty and the above
analysis represents management's estimate
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Share capital

Authorised
Number of
shares
Ordinary shares of £1 each 100
Ordinary shares issued and fully paid
Number of £m
Shares

On 5 October 20086, 2 ordinary shares with aggregate nominal
value of £2 were allotted for cash 2 -
On 15 December 2006, 8 ordinary shares with aggregate nominal
value of £8 were 1ssued for totai cash of £1 7 million 8 17
On 20 June 2007, 10 ordinary shares with aggregate nominal value of
£10 were 1ssued for total consideration of £0 1 million on the
conversion of United Biscuits LuxCo S C A loan notes 10 01

At 29 December 2012 and 31 December 2011 20 18

Currency translation reserve

The foreign currency translation reserve 1s used to record exchange differences ansing from the
translation of the financial statements of foreign subsidiaries It 1s also used to record the effect of hedging
net investments in foreign operations As at 29 December 2012 the balance on the reserve amounted to
£5 9 milhion (£9 0 milhon in 2011)

Hedging reserve

The hedging reserve records the portion of the gain or loss on a hedging instrument in a cash flow hedge
that 1s deemed to be effective As at 29 December 2012 the balance on the reserve amounted to £1 4
million {(-£5 1 million i 2011)
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The Group's main post-retirement arrangements in the United Kingdom are of the defined benefit type, for
which contnbutions are paid into separately administered funds All of the Group's defined benefit plans
are closed to new members and membership of defined contnbution plans 1s available for new employees
The Group also has unfunded arrangements as follows additional post-retirement benefits to certain
senior managers, post-retirement healthcare benefits in the Netherlands, and the Group’s employees n
France are eligible to receive a lump sum when leaving the company on retirement based on employee
sentority and job category (“IDR")

The Group’s retrement benefit assets/(labihities), compnsed the following

2012 2011
£m £m
UK Funded
UBUK (220 0) (176 4)
Jacob's Bakery {16 8) (20 1)
Other 10 06
UK Unfunded (16 0) (14 4)
France IDR (43) (31)
{256 1) (213 4)
Netherlands
Post-retirement healthcare scheme — unfunded (2 4) (24)
Net post retirement benefit liability {258 5) {215.8)
Balance sheet presentation
Post retirement benefit asset 10 06
Post retirement benefit lability (259 5) (216 4)
(258 5) (215 8)

The total amount relating to penstons recognised in business profit for the penod from 1 January 2012 to
29 December 2012 was £11 2 million (2011 £109 miflion), of which £1 7 millon (2011 £1 3 million)
related to defined contnbution plans
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The Netherands post-retirement benefit healthcare scheme 1s closed to current employees, therefore no
annual service cost i1s charged in the iIncome statement

The assets and habilihes in the schemes and the net post-retirement obligations were

UK Pension France IDR Healthcare Total
At 29 December 2012 £m £m £m £m
Equities 5358 - - 5358
Bonds 623 4 - - 623 4
Hedge funds, currency and
infrastructure 2716 - - 2716
Cash 153 - - 153
Total market value of assets 1,446 1 - - 1,446 1
Present value of scheme habities (1,697 9) (4 3) (24) {1,704 6)
Deficit in the scheme (251 8) (4 3) (2 4) (258 5)
Related deferred tax asset 580 14 - 594
Net pension deficit (193 8) (2 9) {24) (199 1)
At 31 December 2011
Equities 474 5 - - 474 5
Bonds 6137 - - 6137
Hedge funds, currency and
infrastructure 2609 - - 2609
Cash 254 - - 254
Total market value of assets 1,374 5 - - 1,374 5
Present value of scheme lhabihties (1,584 8) 31 (24) (1,590 3)
Deficit in the scheme (210 3) (31) (24) {215 8)
Related deferred tax asset 526 10 - 536
Net pension deficit (157 7) (21) (2 4) {162 2)

The penston schemes have not invested in any of the Group's own financial instruments nor In properties
or other assets used by the Group
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The amounts recognised in the consolidated income statement and tn the consolidated statement of
comprehensive income In respect of defined benefit pensions and post retirement healthcare are analysed

below

UK France Healthcare Total

Pension IDR

2012 £m £m £m £m
tncome statement
Current service cost” 94) (0 1) - (95)
Business profit (9 4) (0 1) - {9 5)
Expected retum on scheme assets 925 - - 925
Interest cost on scheme labilities (727) (0 1) {0 1) (729}
Admimistrative expenses (0 9) - - {0 9)
Other finance Income — pensions 18 9 {0 1) 0 1) 187
Statement of other comprehensive income
Actual less expected return on scheme assels 136 - - 136
Gain on scheme labilites 98 - - 98
Changes in assumptions underlying the present
value of scheme habihties (108 4) (1n (02) (1097)
Actuanal gains and losses recognised Iin the
statement of other comprehensive income (85 0) an (02) (86 3)
2011 £m £m £m £m
Income statement
Current service cost!! {9 6) 02) - {9 8)
Business profit {9 6) {0 2) - {9 8)
Expected return on scheme assets 945 - - 945
Interest cost on scheme habilities (76 6) (01) - (76 7)
Administrative expenses {12 - - (12)
Other finance income — pensions 16 7 (01} - 16 6
Statement of other comprehensive Income
Actual less expected retum on scheme assets (79) - - (79
Loss on scheme labilites (17 4) - - (17 4)
Changes in assumptions underlytng the present N .
value of scheme habilities (1007) (1007)
Actuanal gains and losses recognised in the ) }
statement of other comprehensive income (126 0) (126 0)
(1) Caosts are recognised in cost of goods sold, distnbution and marketng expenses and general and admunistrative expenses
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Valuation

Valuations are prepared, at each balance sheet date, by independent qualfied actuanes using the
projected unit credit method Where funded, scheme assets are stated at therr market values at the
respective balance sheet dates and overall expected rates of return are established by applying forecasts
to each category of scheme assets

Key assumptions

{a) UK Pensions

2012 2011
% %
Rate of salary increases
Fina! salary 306 315
CARE 270 280
IDR 250-260 210
Rate of increase of pensions in payment 270 280
Discount rate 4 30 470
Inflabion 280 290
Expected rate of return on scheme assets-
Equities 830 870
Bonds 270-410 280450
Cash 290 30
Hedge funds, currency and infrastructure 6 90-8 80 770910

The average life expectancy assumed for the UBUK plan for a current male pensioner aged 65 1s 218
years (2011 — 20 4 years) and for a current female pensioner aged 65 1s 23 0 years (2011 — 22 5 years),
for a future male pensioner aged 65 in 2033 1t 1s 22 7 years (2032 — 21 6 years) and for a future female
pensioner aged 65 10 2033 1t 1s 24 2 years (2032 — 23 5 years)

Acting on the advice of the Group's actuaries, future contnbutions payable are set at levels that take
account of surpluses and deficits

Further contnbutions in addition to the employer's regular contnbution are being made in order to eliminate

the deficiency In the UK defined benefit plans on a funding basis The total contnibutions to the Group's
defined benefit plans in 2013 are expected to be approximately £32 7 million

{b) Post-retirement healthcare

2012 2011
% %
Discount rate 18 325
Inflation 20 20
Rate of increase n healthcare costs 20 20
(c) France IDR
2012 2011
% %
Discount rate 28 43
Salary increase 25 21
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Sensitivity Analysis

If the discount rate or inflation rates were to be increased by 01% without changing any other
assumptions the total pension defined benefit obligations would decrease by approximately £ 24 6 million

Changes in the present value of the defined benefit pension obhgations are analysed as follows

UK France Healthcare Total
Pension IDR

£m £m £m £m
As at 1 January 2012 1,584 8 31 24 1,590 3
Current service cost 94 01 - 95
Interest cost 727 01 01 729
Employee contributions 63 - - 63
Benefits pad (73 9) {0 2) (02) (74 3)
Actuarial loss 98 6 11 02 999
Foreign currency differences - 01 (0 1) -
As at 29 December 2012 1,697 9 43 24 1,704 6
As at 2 January 2011 1,441 6 32 27 1,447 5
Current service cost 96 02 - 98
Interest cost 76 6 o1 - 767
Employee contributions 66 - - 66
Benefits paid (67 7) {0 1) {0 2) (68 0)
Actuanal loss 118 1 {01) - 1180
Faoreign currency differences - {0 2) {0 1) (0 3)
As at 31 December 2011 1,584 8 31 24 1,590 3

The defined benefit obligalion comprises £1,681 8 million (2011 £1,570 4 million) ansing from funded
plans and £22 8 mithen (2011 £19 9 milion) from plans or arrangement that are unfunded
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Changes in the value of the defined benefit pension assets are analysed as follows

As at 1 January 2012
Expected return on plan assets
Employer contrnibutions
Contnbutions by employees
Benefits paid

Actuanal gains

As at 29 December 2012

As at 2 January 2011
Expected return on plan assets
Employer contrnbutions
Contnbutions by employees
Benefits paid

Actuanal gains and (losses)
As at 31 December 2011

History of experience gains and losses

UK schemes

Farr value of scheme assets
Present value of defined benefit
obligation

{Deficit)/surplus in the scheme

Experience gains/{losses)
arising on plan assets
Experience gains / (losses)
ansing on plan habilities

France IDR
Present value of defined benefit
obligation

Experience gams / (losses)
ansing on plan liabiities

UK France Healthcare Total
Pension IDR £m
£m £m £m
1,374 5 - - 1,374 5
925 - - 925
327 - - 327
63 - - 63
(73 5) - - {73 5)
136 - - 136
1,446 1 - - 1,446 1
1,315 3 - - 1,3153
94 5 - - 945
333 - - 333
66 - - 66
(67 3) - - (67 3)
(79) - - (79)
1,374 5 - - 1,374 5
2012 2011 2010 2009 2008
£m £m £m £m £m
1,446 1 1,374 5 1,3153 1,2385 1,180 2
{1,697 9) {1,584 8) (1,441 6) {1,389 4) {1,112 1)
(251 8) (210 3) (126 3) {150 9) 68 1
1386 (79) 110 90 (143 4)
98 (17 4) (25 1) (57 3) {41)
(4 3) (31) (32} (38) (56)
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The Netherlands healthcare

scheme

Present value of defined benefit (z4) (2 4) 27 (24) (2 6)
obligation

Expenence gains / {losses) - - 01 (01) -

ansing on plan labilities

The cumulative amount of actuanal gains and losses recognised since 5 October 2006 in the consolidated
statement of comprehensive income 1s a loss of £456 4 million (2011 £370 1 million loss)

21 Financial commitments

The Group's financial commitments in respect of finance lease and hire purchase obligations and n
respect of retirement benefits are set out In Notes 17 and 20 The Group's financial commitments In
respect of capital expenditure and commitments are summarised below

Group capital expenditure relating to plant and equipment contracted, but not prowvided for at
29 December 2012 amounted to £3 1 mullion (2011 £8 C millon)

Future minimum commitments for property, plant and equipment under non-cancellable operating leases
are as follows

2012 2011

£m £m
Not later than one year 106 97
Later than one year but not later than five years 289 36 4
Later than five years 263 212
658 673

The future minimum sub-lease payments which the Group expects to recerve under non-cancellable sub-
leases at 29 December 2012, were £0 3 millon (2011 £0 4 million) Sub-lease rents received In the
perniod 1 January 2012 and 29 December 2012 were £0 2 rmullion (2011 £0 3 million)
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22 Related party disclosures

Except as otherwise disclosed in these financial statements, there have been no transactions with the
Group's joint venture or other related parties, which were matenal ether to the Group or the counterparty
and which are required to be disclosed under the provisions of IAS 24 “Related Party Disclosures”

Amounts due to parent company

Amounts due by the Group to United Biscuits LuxCo S C A were as follows

2012 2011

£m £m
Loan 490 2 453 6
Accrued interest 15 15
4917 4551

United Biscuits Bondco Limited, a subsidiary of the Group, has issued £330 2m 8 1% Loan Notes, due
2036 and 2038 On 22 December 2010, £20 million 8 1% Notes were i1ssued to United Biscuits Luxco
S C A n settlement of £20 milion interest accrued during the accounting period ended 2 January 2010
These Loan Notes are quoted on the Channel Islands Stock Exchange but, as they are held in ther
entirety by United Biscuits Luxco S C A, they are classified as a parent company loan Interest accrues
on the Loan Notes at the rate of 8 1% per annum compounded annually in arrears on 15 December each
year, which commenced on 15 December 2007

Other

Short-term employee benefits paid to key management personnel, including directors, for the period 1
January 2012 to 29 December 2012 totalled £3 1 million (2011 £3 2 mllion)

The Group has no employee share scheme However, on 15 December 2006 certain employees of the
Group were given the entitlement to purchase shares in United Biscuits LuxCo S C A, the Group's parent
company, at market value

Fees totalling £2 0 millon were payable by the Group to Blackstone and PAl under the terms of the
shareholder agreement for the penod from 1 January 2012 to 29 December 2012 (2011 £2 0 milhon)

23 Events after balance date

The disposal of KP Snacks was completed on 25 January 2013 No other significant event has taken
place between 29 December 2012 and the signing of these accounts The gain on disposal will be
recognised 1n the financial statements for the year ended 28 December 2013 The proceeds of the sale of
KP Snacks were committed to repaying senior debt ahead of their contractual maturities

24 Ultimate parent company

In the directors' opinion, the Company's ultmate parent undertaking as at 29 December 2012 was
United Biscuits LuxCo S C A, which 1s registered in Luxembourg in 19, rue de Bitbourg
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o
Statement of directors’ responsibilities — register number 5957921

The directors are responsible for preparing the Directors’ Report and the 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 United Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law)
Under company law the directars 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 the profit or loss of the
Company for that period  In prepanng these financial statements, the directors are required to

+ select suitable accounting policies and then apply them consistently,

* make jJudgments and accounting estimates that are reasonable and prudent,

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

= prepare the financial statements on the going concern basis unless 1t 1s inappropnate to presume that
the company will continue In business

The directors are responsible for keeping adeguate 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 are also responsible for safeguarding the assets of the company and hence
for taking reasonable steps for the prevention and detection of fraud and other irregulanties
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]
Independent auditor's report to the members of United Biscuits Topco Limited

We have audited the parent company finanaal statements of United Biscuits Topco Limited for the 52
weeks ended 29 December 2012 which compnse the Balance Sheet and the related notes 1to 7 The
financial reporting framework that has been applied in ther preparation i1s applicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

This report 1s 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 bedy, 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’ Responsibilites Statement set out on page 90, the directors are
responsible for the preparation of the parent company financial statements and for being satisfied that they
give a true and fair view Qur responstbility 1s to audit and express an opimion on 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

Scope of the audit of the financial statements

An audit involves obtaining evidence 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 adequately
disclosed, the reascnableness of significant accounting estimates made by the drectors, and the overall
presentation of the financial statements In addition, we read all the financial and non-financial information
in the annual report to Identify matenal inconsistencies with the audited financial statements If we become
aware of any apparent matenal misstatements or inconsistencies we consider the imphcations for our
report

Opinion on financial statements
In our opinion the parent company financial statements
= give a true and farr view of the state of the company's affairs as at 29 December 2012,
* 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

Opinion on other matters prescribed by the Companies Act 2006
In our opmion the information given in the Directors’ Report for the financial year for which the financial
statements are prepared I1s 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 if, in our opinion
= adequate accounting records have not been kept by the parent company, or returns adequate for
our audit have not been received from branches not visited by us, or
« the parent company financial statements are not iIn agreement with the accounting records and
returns, or
= certain disclosures of directors’ remuneration specified by law are not made, or
= we have not recerved all the information and explanations we require for our audst




Parent company financial statements

) _
Independent auditor's report to the members of United Biscuits Topco Limited
(continued)

Other matter
We have reported separately on the group financial statements of United Biscuits Topco Lirmited for the 52
weeks ended 29 December 2012

Bt & Yousa LS

Andrew Walton (Senior statutory auditor)

for and on behalf of Ernst & Young LLP, Statutory Auditor
London

28 March 2013
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United Biscuits Topco Limited

Balance sheet

29 December 2012

Notes
Fixed assets
Investment in subsidiary 4
Net assets
Capital and reserves
Called up share capital 5
Share premium 6

TOTAL SHAREHOLDER'S FUNDS

Approved by the Board and signed on its behalf on 28 March 2013

&

Jeffrey Peter van der Eems

2012 2011
£m £m
18 18
18 18
18 18
18 18
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___ O _
1 Accounting policies

Basis of accounting

The financial statements are prepared on the histoncal cost basis of accounting and in accordance with
applicable UK accounting standards Consolidated financial statements for United Biscuits Topco Limited
and its subsidianes have been separately prepared The financial statements herein are solely for United
Biscuits Topco Limited

The Company has taken the s408 exemption set out in the Companies Act 2006 to not present ts own
Profit & Loss account The company made no profit or loss in the year (2011 nil}

|
Investments !
|

Investment in subsidiary 15 stated at cost unless, in the opiion of the directors, there has been a
permanent diminution in value, in which case an appropnate adjustment 1s made

2 Directors and employees

Directors' remuneration for D Fish, B Testard, J van der Eems and K McGurk was pawd by United
Biscuits (UK) Limited by whom they are employed The directors received no remuneration in respect of
qualifying services to thtis company The company secretary 15 Mark Oldham

The Company has no employees

3 Loss on ordinary activities before taxation

The Auditor's remuneration 1s borne by United Biscuits (UK) Limited

4 Investment in subsidiary
2012 2011
£m £m
Investment at cost 18 18

The investment 15 i respect of a 100% holding in United Biscuits Bondco Limited, a holding company
incorporated n England




Parent company financial statements

United Biscuits Topco Limited

L _ _ .
5 Share capital

Share capital
Authorised Number of
shares
Ordinary shares of £1 each 100
Number £m
of Shares
Ordinary shares issued and fully paid
At 29 December 2012 and 31 December 2011 20 i8

6 Reconciliation of shareholder’s funds and movements on reserves

Share Share
Capital Premium Total
£m £m £m
Balance at 1 January 2011 - 18 18
Result for the year - - -
Balance at 31 December 2011 - 18 1.8
Result for the year - - -
Balance at 29 December 2012 - 18 1.8

7 Ultimate parent company

In the directors’ opinion, the Company’s ultimate parent undertaking 1s United Biscuits Luxco S C A, which
Is registered In Luxembourg in 19, rue de Bitbourg




