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CASTLE MacLELLAN FOODS LIMITED

DIRECTORS’ REPORT

The directors present their annual report and the andited financial statements for the year ended 31 December 2006

BUSINESS REVIEW AND PRINCIPAL ACTIVITIES

The company 15 a wholly owned subsidiary of Kavh Limited and operates as part of the Kavh group’s European
diviston, headed by Kavh Holding A/S {the group)

The company’s principal activities are the manufacture and sale of pété and other food products to the retml food and
food service industries in the UK and Ireland There have not been any sigmficant changes in the company’s
principal activites 1n the year under review The directors are not aware, at the date of this report, of any likely
major changes n the company’s activities m the next year

The company continues to mnvest 1n research and development Thus has resulted 1n a number of updates to existing
products and processes The directors regard R&D mvestment as necessary for connung success n the medium to
long term future

As shown n the company’s profit and loss account on page 6, the company’s sales have increased by 16 6% against
the prior year and the profit before tax has mcreased by 6 5%

The directors have approved the payment of a final dividend in respect of the year ended 31 December 2006 of
£150,268 (2005 -~ £108,922)

The balance sheet on page 7 of the financial statements shows that the company’s financial position at the year end
15, 11 net assets and cash terms, consistent with the prior year Details of amounts owed to its parent company are
shown in notes 11 and 12 on page 13

There are no sigmficant events since the balance sheet date

The group manages 1ts operauons on a divisional basis For this reason, the company’s directors beheve that further
key performance wndicators for the company are not necessary or appropnate for an understanding of the
development, performance or position of the busmess The performance of the European division of Kavli Holding
A/S, which mcludes the company, 15 discussed 1n the group’s Annual Report whuch does not form part of this Report

PRINCIPAL RISKS AND UNCERTAINTIES

Compentive pressure 1 the UK 1s a continwng risk for the company, which could result m 1t losing sales to its key
competitors The company manages this nsk by providing value added services to 1ts customers, having fast
response hmes not only 1 supplying products but i handhng all customer quenes, product development and by
maintaimng strong relattonships with 1ts customers

The company’s sales 1n Ireland are 1n Euros and the company purchases some of 1ts raw material inputs and services
from European compames It 1s therefore exposed to the movement i the Euro to Pound exchange rate The group’s
treasury function takes out contracts to manage this risk at a group level

The company 1s financed by a loan from 1ts parent which attracts interest charges at a margin of 1 23% above the UK
Bank Base rate It 1s therefore exposed to interest rate movements

Group risks are discussed 1n the group’s Annual Report which does not form part of this Report

ENVIRONMENT

The group recognises the importance of 1ts environmental responsibiliies, momtors 1ts impact on the environment,
and designs and implements pohicies to reduce any damage that might be caused by the group’s activines The
company operates in accordance with group policies which are descnibed 1n the group’s Annual Report which does
not form part of tms Report Imuatives designed to mimmse the company’s ympact on the environment 1nclude safe
disposal of manufactuning waste, recycling and reducing energy consumption




CASTLE MacLELLAN FOODS LIMITED

DIRECTORS’ REPORT

EMPLOYEES
Details of the number of employees and related costs can be found 1n note 4 o the financial statements on page 10

Apphcations for employment by disabled persons are always fully considered, bearing in mund the aptitudes of the
apphicant concerned In the event of members of staff becoming disabled, every effort 15 made to ensure that their
employment with the company continues and that appropriate traiming 1s arranged It 1s the policy of the company
that the traming, career development and promotion of disabled persons should, as far as possible, be 1dentcal with
that of other employees

The company participates 1n the group’s policies and practices to keep employees informed on matters relevant to
them as employees through regular meeungs and newsletters

DIRECTORS AND THEIR INTERESTS
The drectors who held office dunng the year and since are given below

H W Roberts (Managing Director)
E Volden (Charrman)

None of the directors had any nterest in the shares of the company or i the share capital of Kavit Holdmg A/S, the
ultumate parent company and 1ts subsidhanies at 1 January 2006 or 31 December 2006

AUDITORS
In the case of each of the persons who are directors of the Company at the date when this Report 15 approved

e 5o far as each of the directors 15 aware, there 15 no relevant audit informanon of which the company’s
auditors are unaware, and

» each of the directors has taken all the steps that they ought to have taken as a director to make themselves
aware of any relevant audit mformanon and to estabhsh that the company’s anditors are aware of that
informatzon

This confirmation 1s given and should be mterpreted 1n accordance with the provisions of s234ZA of the Comparues
Act 1985

A resolution to re appoimnt Deloitte & Touche LLP as the company’s auditor will be proposed at the forthcormng
Annual General Meeting

Approved by the Board of Directors
and signed by order of the Board

S

L Hayes
Secretary
13 March 2007




CASTLE MacLELLAN FOODS LIMITED

STATEMENT OF DIRECTORS’ RESPONSIBILITIES

The directors are responsible for prepanng the Annual Report and the financal 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 staterents in accordance with United Kingdom Generally Accepted
Accounting Practice (Umted Kingdom Accounting Standards and apphcable law) The financial statements are
required by law to give a true and farr view of the state of affairs of the company and of 1ts profit or loss for that
penod In preparing these financial statements, the directors are required to

select suitable accounting policies and then apply them consistently,
make judgments and 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 it 1s mappropnate to presume that the company
will continue 1n business

The directors are responsible for keeping proper accounung records that disclose wath reasonable accuracy at any
time the financial position of the company and enable them to ensure that the financial statements comply with the
Compames Act 1985 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

Approved by the Board of Directors

sagned on behalf of the Board



INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF
CASTLE MacLELLAN FOODS LIMITED

We have audited the financial statements of Castle MacLellan Foods Limuted for the year ended 31 December 2006
which compnse the profit and loss account, the balance sheet and the related notes 1 to 22 These financial
statements have been prepared under the accounting policies set out therein

This report 1s made solely to the company’s members, as a body, 1n accordance with section 235 of the Compames
Act 1985 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 1n an auditors’ report and for no other purpose To the fullest extent permutted 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 audst work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

The directors' responsibthiies for prepaning the financial statements m accordance with apphicable law and Umited
Kingdom Accounting Standards (Umted Kingdom Generally Accepted Accounting Practice) are set out in the
Statement of Directors’ Responsibihities

Our responsibility 1s to audit the financial statements m accordance with relevant Umited Kingdom legal and
regulatory requirements and International Standards on Auditing (UK and Ireland)

We report to you our opinton as to whether the financial statements give 2 true and fair view and are properly
prepared 1n accordance with the Compames Act 1985 We also report to you whether 1 our opinion the information
given 1n the directors’ report 1s consistent with the financial statements

In addion we report to you 1f, 1n our opimon, the company has not kept proper accounting records, 1f we have not
recerved all the mformanon and explanations we require for our audnt, or 1f information specified by law regarding
directors’ remuneranon and other transactions 1s not disclosed

We read the directors’ report and consider the tmplications for our report 1f we become aware of any apparent
nusstatements within it

Basis of audit opimon

We conducted our audit n accordance with International Standards on Auditing (UK and Ireland) 1ssued by the
Auditing Practices Board An andit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures m the financial statements I also mncluodes an assessment of the sigmficant esumates and judgements
made by the directors 1n the preparation of the financial statements, and of whether the accounung policies are
appropnate to the company's circumstances, consistently applied and adequately disclosed

We planned and performed our audit so as to obtam all the information and explanations which we considered
necessary m order to provide us with sufficient evidence to give reasonable assurance that the financial statements
are free from material misstatement, whether caused by fraud or other wrregulanty or error In forming our opimon
we also evaluated the overall adequacy of the presentaton of information in the financial statements

Opmmon
In our opimon

. the financial statements give a true and fair view, 1 accordance with United Kingdom Generally Accepted
Accounting Practice, of the state of the company's affairs as at 31 December 2006 and of 1ts profit for the year
then ended,

. the financial statements have been properly prepared m accordance with the Compantes Act 1985, and

. the mformation given 1n the directors’ report 1s conststent with the financial statements

o tb‘t o(;‘ \ oAt \ \P
I&)?t—tel& %ouche LLP k

Chartered Accountants and Registered Auditors

Newcastle upon Tyne
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CASTLE MacLELLAN FOODS LIMITED

PROFIT AND LOSS ACCOUNT
Year ended 31 December 2006
2006 2005
Note £ £
TURNOVER 2 6,568,703 5,631,285
Net operaung expenses 3 6,268,005 5,325,849
Operating profit 300,698 305,436
Interest receivable and sumular income 5,929 9,035
Interest payable and simultar charges 5 (69,693) (92,085)
PROFIT ON ORDINARY ACTIVITIES
BEFORE TAXATION 236,934 222,386
Tax on profit on ordinary activities 6 (74.698) (72,118)
PROFIT FOR THE FINANCIAL YEAR 18 162,236 150,268

All acuvities derive from continuing activities

There are no recogmsed gans and losses other than the profit for the current financial year and profit for the
preceding financial year and therefore no separate statement of total recogmsed gains and losses has been presented




BALANCE SHEET
31 December 2006

FIXED ASSETS
Tangible assets
CURRENT ASSETS

Stocks
Debtors
Cash at bank and in hand

CREDITORS. amounts falling due within
one year

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT
LIABILITIES

CREDITORS: amounts falhing due after
more than one year

PROVISIONS FOR LIABILITIES AND
CHARGES

DEFERRED INCOME

NET ASSETS

CAPITAL AND RESERVES
Called up share capital

Capital redemption reserve

Profit and loss account

EQUITY SHAREHOLDERS’ FUNDS

CASTLE MacLELLAN FOODS LIMITED

Note 2006 2005
£ £ £ £
8 1,874,034 1,984,081
9 523,753 403,762
10 1,829,913 1,838,036
221 85
2,353,887 2,241,883
11 (2,352,462) (1,818,617)
1,425 423,266
1,875.459 2,407,347
12 {761,000) (1,246,000}
13 (180,288) (180,324)
14 (283,325) (342,145)
650,846 638,878
16 145,000 145,000
17 120,000 120,000
17 385,846 373,878
18 650,846 638,878

These financial statements were approved by the Board of Directors on 13 March 2007

Signeq on behalf of the Board of Directors




CASTLE MacLELLAN FOODS LIMITED

NOTES TO THE ACCOUNTS
Year ended 31 December 2006

1.

ACCOUNTING POLICIES

The financial statements are prepared in accordance with appheable United Kingdom accounting standards
The particular accounting pohicies adopted are descnibed below and have been applied consistently 1n both the
current and prior year

Accounting convention
The financial statements are prepared under the historical cost convention
Cash flow statement

The company has taken advantage of the exemption m Frmanctal Reporting Standard No 1 (revised 1996)
from the requrement to produce a cash flow staterent

Turnover

Turnover, which excludes VAT, represents amounts receivable for goods and services provided 1n the normal
course of business, less returns

Tangible fixed assets
The cost of tangible fixed assets 1s their purchase cost, together with any incidental costs of acquisition

Depreciation 15 calculated so as to write off the cost of tangible fixed assets less ther estmated residual
values, on a straight hine basis, over the expected useful economic lives of the assets concerned The
principal rates used for this purposes are

%o
Freehold buiidings 25
Plant and machinery 10-3333

Freehold land 1s not depreciated
Stocks and work 1n progress

Stocks and work 1n progress are stated at the lower of cost and net reahsable value Cost compnses the
mvoiced value of goods purchased plus direct labour and attnbutable overheads, where applicable Net
realisable value 1s based upon estimated selling price 1n the normal course of busmess after allowing for
dasposal costs

Foreign currencies/exchange

Liabiliies arising 1n overseas currencies are converted into sterbng at the exchange rate ruhing on the
transaction date Payments are converted at the actual rates mcurred The resulting exchange differences are
charged or credited to the profit and loss account 1n the period i which they arise At the end of the financial
year foreign currency balances are translated into sterling at the rate of exchange ruling at that date

Taxation

Current tax, including United Kingdom corporaton tax, 1s provided at amounts expected to be pad (or
recovered) nsing the tax rates and laws that have been enacted or substantively enacted by the balance sheet
date

Deferred tax s provided i full on tming differences which result in an obhgation at the balance sheet date to
pay more tax or a night to pay less tax at a future date at rates expected to apply when they crystalhse based
on current tax rates and law Timing differences anse from the inclusion of items of income and expenditure
1n taxation computations m pertods different from those which are included n the financial statements
Deferred taxation 1s not provided on uming differences ansing from the revaluation of fixed assets where
there 1s no commtment to sell the asset Deferred tax assets are recognised to the extent that 1t 15 regarded as
more than hikely than not they will be recovered Deferred tax assets and habihines are not discounted




CASTLE MacLELLAN FOODS LIMITED

NOTES TO THE ACCOUNTS
Year ended 31 December 2006

1. ACCOUNTING POLICIES (continued)

Pension costs

The company operates two defined contribution pension schemes for employees The funds of the schemes
are administered by Trustees and are separate from the company

Pension costs n respect of these schemes are charged to the profit and loss account 1n the year 1n which they
are incurred

Government grants

Grants that relate to specific capital expenditure are treated as deferred income which 15 then credited to the
profit and loss account over the useful hife of the related asset Grants recerved 1n respect of specific projects
are treated as deferred income and credited to the profit and loss account over the duration of the project

Finance and operating leases

Costs 1 respect of operating leases are charged on a straight hne basis over the lease term  Leasing
agreements which transfer to the company substantially all the benefits and nisks of ownership of an asset are
treated as 1f the asset had been purchased outnnight The assets are included m fixed assets and the capital
element of the leasing commtments 15 shown as obligations under finance leases The lease rentals are
treated as consisting of capital and interest elements The capital element1s apphied to reduce the outstanding
obhgations and the mterest element 1s charged against profit i proportion to the reducing capital element
outstanding  Assets held under finance leases are depreciated over the shorter of the lease terms and the
useful lives of equivalent owned assets

2 TURNOVER

2006 2005

£ £

Umnited Kingdom 6,474,013 5,544,483
Europe 94,690 86,802

6,568,703 5,631,285

3 NET OPERATING EXPENSES

2006 2005
£ £
Changes in stocks of work 1n progress and fimished goods (31,811) 2,417
Raw materials 3,364,397 2,790,723
Staff costs (note 4) 1,159,042 1,122,779
Amortisahon of government grants (note 14) (51,551) (60,166)
Depreciation charge for the year
Tangible owned fixed assets 279,805 289,821
Other operating charges 1,458,491 1.092,316
Development expenditure 73,898 70,456
Hire of plant and machinery — operating leases 10,734 12,503
Auditors’ remuneration
Audat 5,000 5,000
Loss on sale of tangible fixed assets
Costs associated with legal dispute 350,000
Income ansing from legal dispute (350,000)
Net operating expenses 6,268,005 5,325,849




CASTLE MacLELLAN FOODS LIMITED

NOTES TO THE ACCOUNTS
Year ended 31 December 2006

3. NET OPERATING EXPENSES (continued)

Dunng the year the Company reappraised 1ts discount allocation methodology resulting 1n certain discounts being
charged agamnst turnover rather than net operating expenses As a result of this change, 1n the profit and loss account
for the year ended 31 December 2005, discount costs of £119,735, previously shown as net operating expenses, have
been reclassified as a deduction from turnover This has had no impact on the profit reported in the previous year or
on retained profit

4 INFORMATION REGARDING DIRECTORS AND EMPLOYEES

2006 2005
£ £
Directors emoluments
Aggregate emoluments (including
benefits 1n kind)

The average weekly number of persons (including executive directors) employed dunng the year was

2006 2005

No. No.

Production 61 58
Sales 3 2
Admmstration 4 7
68 67

Staff costs during the year £ £
Wages and salaries 1,043,279 1,009,536
Social secunty costs 91,908 88,596
Other pension costs (see note 15) 23,855 24,647

1,159,042 1,122,779

5 INTEREST PAYABLE AND SIMILAR CHARGES

2006 2005

£ £

Interest payable on overdrafts 6,298 9,058
Interest payable on group loans 63,395 83,027
69,693 92,085

10




CASTLE MacLELLAN FOODS LIMITED

NOTES TO THE ACCOUNTS
Year ended 31 December 2006

6. TAX ON PROFIT ON ORDINARY ACTIVITIES

2006 2005
£ £
Current tax:
United Kingdom corporation tax at 30%
Group relief 83,386 76,358
{OverYunder provision 1n respect of prior years
Current 1,529
Group relief (8,652)
Total current tax 74,734 77.887
Deferred tax:
Deferred taxation at 30% (6,813) (5,936)
Under provision in respect of prior years 6,777 167
74,698 72,118

The tax assessed 15 lugher (2005 — higher) than that resulting from applymg the standard rate of corporation
tax 1n the UK of 30% (2005 ~ 30%) The differences are explained below

2006 2005

£ £

Profit before taxation 236,934 222,386
Tax at 30% thereon 71,080 66,716
Expenses not deductble for tax purposes 5,493 3,106
Depreciation 1n excess of capital allowances 12,701 7,298
Movement 1t short term ttming differences (5,388) (1,362)
Prior penod adjustments (8.652) 1,529
Current tax charge for the penod 74,734 77,887

7 DIVIDENDS

2006 2005

£ £

Ordinary:
Final dividend of 103 63p per share (2005 - 75 1p) 150,268 108,922

11




NOTES TO THE ACCOUNTS
Year ended 31 December 2006

10.

TANGIBLE FIXED ASSETS

Cost

At 1 January 2006
Additions
Disposals

At 31 December 2006

Accumulated depreciation

At 1 January 2006

Charge for the year

Ehmunated i respect of disposals

At 31 December 2006

Net book value
At 31 December 2006

At 31 December 2005

CASTLE MacLELLAN FOODS LIMITED

Freehold
land and Plant and
bwldings  machinery Total
£ £ £
876,675 2,587,957 3,464,632
169,758 169,758
(12,200 (12,200)
876,675 2,745,515 3,622,190
170,435 1310116 1,480,551
20,769 259,036 279,805
(12,200) (12,200)
191,204 1,556,952 1,748,156
685,471 1,188,363 1,874,034
706,240 1,277,841 1,984,081

In the opimon of the directors the book value of the land and bwldings above 1s not significantly different to

the market value

STOCKS

Raw matenals and consumables
Packaging
Work 1n progress

Fimished goods and goods for resale

DEBTORS

Trade debtors

Amounts owed by group undertakings

Other debtors
Prepayments

2006 2005

£ £
266,274 212,083
151,873 117,884
701

105,606 73,094
523,753 403,762
2006 2005

£ £
1,594,485 1,252,879
1,476 4,719
88,824 380,504
145,128 199,934
1,829913 1,838,036
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CASTLE MacLELLAN FOODS LIMITED

NOTES TO THE ACCOUNTS
Year ended 31 December 2006

11.

12.

13.

CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

2006 2005

£ £

Bank loans and overdraft 70,271 310,979

Trade creditors 860,866 668,328

Amounts owed to groop undertakings 555,233 322,036

Other taxes and social security 72,244 55,726

Accruals 643,580 461,548
Dividends payable 150,268

2,352,462 1,818,617

CREDITORS. AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR

2006 2005
£ £
Amounts owed to group undertakings 761,000 1,246,000

Amounts owed to group undertakings include an intra group loan of £896,000 (2005 £1,358,500) This loan
15 unsecured and due for repayment by 30 September 2014 The loan attracts interest charges at a margin of
1 25% above LIBOR The effective rate as at 31 December 2006 was 6 25% The maturity of this loan 15
given below

2006 2005
£ £
Repayable as follows

‘Within one year 135,000 112,500
In more than one year but not more than two years 135,000 135,000
In more than two years but not more than five years 459,000 423,000
After more than five years 167,000 688,000
Due after more than one year 761,000 1,246,000

896,000 1,358,500

PROVISIONS FOR LIABILITIES AND CHARGES

£
Deferred taxation
At 1 January 2006 180,324
Profit and loss account credit for the year (36)
At 31 December 2006 180,288
2006 2005
£ £
Analysis of deferred tax balance
Caputal allowances m excess of depreciation 187,650 196,816
Short term tumung differences (7,362) {16,492)

180,288 180,324
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CASTLE MacLELLAN FOODS LIMITED

NOTES TO THE ACCOUNTS
Year ended 31 December 2006

14.

15,

16.

17.

18.

DEFERRED INCOME

£
Government grants
At 1 January 2006 342,145
Grants received 1n year 3,713
Grants repaid 1n year (11,000}
Amortisation 1n year (51,551)

At 31 December 2006 283,325

PENSION AND SIMILAR OBLIGATIONS

The company operates two funded defined contnbution pension schemes Contributions charged 11t the profit
and loss account 1n the year totalled £23 855 (2005 £24,647)

At 31 December 2006 an accrual of £58 (2005 — prepayment of £1,839) was included 1n the balance sheet in
respect of pension payments

CALLED UP SHARE CAPITAL
2006 2005
£ £
Authonsed:
370,000 ordinary shares of £1 each 370,000 370,000
Called up, allotted and fully pad:
145,000 ordinary shares of £1 each 145,000 145,000
RESERVES
Capital  Profit and
redemption loss
reserve account
£ £
At 1 January 2006 120,000 373,878
Profit for the financial year 162,236
Dividends (150,268}
At 31 December 2006 120,000 385,846

The capital redemption reserve represents the nominal value of preference shares redeemed

RECONCILIATION OF MOVEMENTS IN EQUITY SHAREHOLDERS’ FUNDS

2006 2005

£ £

Profit for the financial year 162,236 150,268
Dividends (150,268)  (108,922)
Net increase to equity shareholders” funds 11,968 41,346
Opening equity shareholders’ funds 638,878 597,532
Closing equity shareholders’ funds 650,846 638,878
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CASTLE MacLELLAN FOODS LIMITED

NOTES TO THE ACCOUNTS
Year ended 31 December 2006

19.

20

21,

22,

FINANCIAL COMMITMENTS

At 31 December the company had annual commutments under non-cancellable operating leases, none of
which related to land and bmldings, as detailed below

2006 2005
£ £
Expiring within two to five years 13,178 13,178
CAPITAL COMMITMENTS
2006 2005
£ £
Capital expenditure that has been contracted
for but has not been provided 1n the
financial statements 150,552

RELATED PARTY TRANSACTIONS

The company has taken advantage of the exemption under FRS 8 ‘Related Party Dhsclosures’ not to disclose
detads of intra group transactions There are no other related party transactions which are required to be
disclosed 1n the financial statements under FRS 8 or any other requirements

ULTIMATE AND IMMEDIATE PARENT COMPANIES

The company 1s a wholly owned subsidiary of Kavli Limuted, a company registered 1n England The ulumate
parent company 15 Kavh Holding A/S, a company incorporated in Norway

The parent undertaking of the largest group which includes the company, and for which group accounts are
prepared, 15 Kavli Holding A/S  The parent undertaking of the smallest such group 1s Kavli Limited

Copies of the financial statements for either group can be obtained from

Kavh Holding A/S
Postboks 7360
5020 Bergen
Norway

The vlomate controling party of Kavh Holding A/S 15 O Kavh og Knut Kavli’s Almennyttge Fond
established in Norway
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