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THE LION CONFECTIONERY COMPANY LIMITED

Report of the Directors
For the 52 weeks ended 31 December 2006

The Directors present their report, together with the audited financial statements of The Lion Confechonery Company
Limited (the 'Company'), for the 52 weeks ended 31 December 2006 (the 'year’)

Review of the Business and Principal Activities

The Company I1s a subsidiary of Cadbury Schweppes plc Its immediate parent company 1s Trebor Basset Holdings
Limited The principal activity of the Company remains the manufacture, marketing and sale of sugar confectionery
products to wholesale and retail outlets in the UK

During the year, The Lion Confectionery Company Limited continued to participate in the partnership, Cadbury Trebor
Bassett, with Cadbury Limited and Trebor Bassett Limited  This agreement affords that the profits of the partnership
should be shared between the businesses in accordance with the partners’ view of the respective values of Cadbury
Limited, Trebor Bassett Limited and The Lion Confectionery Company Limited

Under the terms of the partnership agreement, a Management Commiitee manages the business and affarrs of the
parinership on its behaif The Management Committee compnses all of the directors of The Lion Confectionery
Company Limited

Business review

The confectionery strategy of Cadbury Schweppes plc (the Group) 1s to be the biggest and best globa! confectronery
company by significantly growing market share through organic growth and acquisiton in the three categones of
chaocolate, gum and candy

The Partnership measures its performance compared to the Group's four strategic goals for the confectionery side of
the business They are

1) To deliver supenor shareholder performance

Our goal i1s to deliver superior retums to our shareowners by delivenng supenor business performance Qur revenue
15 generated from the sale of branded confectionery products such as chocolate and sugar sweets Cash 1s usually
generated in line with revenue and there are no significant time lags Direct trading costs consist mainly of raw
matenals, which for confectionery products are cocoa, milk, sugar and sweeteners, vanous types of nuts and fruit and
packaging The other major direct cost 1s labour Indirect operating costs include marketing, distnbution, indirect
labour, warehousing sales force, innovation, IT and administrative costs

Our first prionty in 2006 was to deliver our annual business plan This was measured against the Group's financial
goal ranges that were set in 2003 These were

1) to grow revenue by 3-5% every year
i) to improve underlying operating margins by 50 to 75 basis points each year
m) to generate free cash flow of £1 5Sbn over the penod from 2004-7

The Partnership’s revenue in 2006 was £1,132 million (2005 £1,139 milion) and the underlying operating margin was
7 7% (2005 123%) The 2006 results reflect the chalienging trading conditions in the UK which arose from the
combination of a hot summer and a product recall




THE LION CONFECTIONERY COMPANY LIMITED

Report of the Directors (continued)
For the 52 weeks ended 31 December 2006

On 23 June 2008, we recalled seven of our Cadbury branded product ines The net direct costs of the recali
amounted to £28 millon Thts compnsed £5 mullion relating to customer returns, £10 million cost of stock destroyed,
£17 million of remediatron costs and £5 million of increased media spend, offset by a £9 millien insurance recovery

2) To profitably and significantly increase confectionery market share

In confectionery, we continue to be a market leader Despite the poor third quarter which was impacted by the hot
summer and the product recall, the confectionery market was broadly flat year-on-year Our business benefited from
a strong performance in seasonal products, partcularly at Easter, and increased innovation and marketing actvity in
the fourth quarter In the second half of the year, we launched Cadbury Dairy Milk Melts, a premium indulgence treat,
Cadbury Fiake Dark, a dark chocolate additon to the Flake brand, and Cadbury Highlights, a no added sugar
chocolate bar We also relaunched Cadbury Snaps with new packaging and supported by a new marketing
campaign  Our activity continued into 2007 with strong marketing support for Créme Egg, Cadbury Dairy Milk and
Cadbury Flake

We also announced our intention to sell our nen-core Monkhil business in the UK This disposal will further increase
the focus on our core brands

3) To ensure that our capabilities are ‘best in class’
In 2006, we continued to improve our capabiliies across all aspects of our business, including commercial, science
and technology, supply chain and information technology, to enable us to deliver our growth and cost saving agenda

In May, the Partnership announced that it would further aggregate and standardise support services such as IT and
back office services, and outsource these where efficiency savings could be gained The Group i1s creating a global
outsourced Shared Business Services organisation to handle back office processes such as invoicing, payroll and
travel

In supply chain, we continued to iImprove the efficiency of our manufactunng, distnbution and procurement

4} To nurture the trust of our colleagues and the communities in which we do business

Our focus on performance and values ts reflected in this goal which 1s to nurture the trust of colleagues and
commurities where we operate This 1s a broad goal which ranges from continuing to meet consumer needs and
environmental sustainability to the engagement, commitment and diversity of our employees through to ethical
trading, corporate governance and consumer health

During 2006 our efforts in nurtuning colleagues and communities continued to gain recognition with a wide range of
awards across a number of different areas These included corporate and social responsibility awards in the UK

In early 2006 with the introduction of ‘Be Treatwise’ labelling and responsible consumption message for our products
in the UK, we provided consumers with more information about our brand's content expressed as propartions of
recommended Guideline Daily Amounts

Protecting the health and safety of employees I1s fundamental to how we manage our business In 2006, we
established a Quality, Environment, Health and Safety Group The remit of this committee includes quality and food
safety where we are implementing additional programmes to strengthen our performance following the product recall




THE LION CONFECTIONERY COMPANY LIMITED

Report of the Directors (continued)
For the 52 weeks ended 31 December 2006

Business nisk factors

The Partnership and its results could be matenally adversely affected by any or all of the following risks In
addition to the following risk factors, we face certain market nsks that are discussed under the heading Financial
Instruments (Liguidity Risk, Interest Rate Risk, Currency Risk, Credit Risk and Commodity Risk}

1) Competition and demand

The confectionery industry 1s highly competitive The Partnership competes with other multinational corporations
which have significant financial resources to respond to and develop the markets in which both we and they
operate These resources may be applied 1o change areas of focus or to ncrease nvestments i marketing or
new products Furthermore, consumer tastes are susceptible to change If the Partnership 1s unable to respond
successfully to rapid changes in demand or consumer preferences, sales or margins could be adversely
affected

2) Product quality and safety

Despite safety measures adopted by the Partnership, products could become contaminated or not meet quality
or safety standards The Partnership uses many ingredients in manufacturing confectionery which increases the
risk of either accidental or malicious contamination Any contamination or failure to meet quality and safety
standards may be expensive to remedy and could cause delays in manufacturing and have adverse effects

3) Dependence on business partners

An increasing propertion of the Partnership’s functions are outsourced to thurd parties Failure of the third parties
to deliver on therr contractual obligations or falure of the Partnership to manage them effectively could lead to
adverse effects

4) Information technology

The Partnership depends on accurate, timely information and numerical data from key software applications to
ald day-to-day decision-making Any disruption caused by fatlings in these systems could delay or otherwise
impact day-to-day decision-making, or cause material financial losses

5) Raw maternals

The Partnership depends upon the avalability, quality and cost of raw materials from around the world, which
exposes It to price and supply fluctuation Key items such as cocoa, milk, sweeteners, packaging materials and
energy are subject to potentially significant fluctuations While measures are taken to protect aganst the short-
term impact of these fluctuations, there can be no assurance that any shortfalls wili be recovered A failure to
recover higher costs or shorifalls in availability or quality could decrease the profitability of the Partnership

6) Role of food in public health

Many countries face nsing obesity levels due to an imbalance between energy consumed via food and expended
through activity The reasons for the changes in society and for some individuals having a greater inclination to
obesity are multifaceted and complex There are rnsks associated with the possibiity of government action
against the food industry, such as levying additional taxes on or restricting the adverhising of certain product
types This could increase the tax burden or make 1t harder for the Partnership to market products, reducing
sales and/or profits




THE LION CONFECTIONERY COMPANY LIMITED

Report of the Directors (continued)
For the 52 weeks ended 31 December 2006

Qutlook for 2007 and Future Prospects

The Directors expect a good year of revenue growth in 2007, supported by an active innovation programme The
Partnership 1s making substantial investment in organic growth opportunities in support of a number of large
intiatives, including

- The launch of Tndent gum into the UK, leveraging the strength of our existing distnbution network, and
- Higher marketing and innovation investment in our UK business

The recent new products launches are expected to make significant contributions to the growth of the business The
Partnership has continued the programme of research and development for it's products and production methods
Basic research in the confectionery field 1s undertaken for the Partnership by a subsidiary of Cadbury Schweppes plc
The Directors regard investment in this area as a prerequisite for success in the medium to long term future

Post Balance Sheet Events
Cn 10 February 2007, a number of Easter egg lines were recalled as they did not carry the appropnate nut allergy
labelling The net cost to the Partnership after insurance 1s immatenal

On 25 June 2007, our main UK sugar confectionery factory in Sheffield was flooded due to the severe weather
conditions which affected much of the country This disrupted production for several weeks The net cost to the
Partnership after Insurance 1s immaterial

On 28 September 2007, Cadbury Limited changed its name to Cadbury UK Limited

Results and dividends
The profit on ordinary activities for the financial year, after taxation, was £264,000 {2005 £445,000)

Provision of information to auditors
Each of the persons who 1s a director at the date of approval of this report confirms that

(1) so far as the director 1s aware, there 1s no relevant audit information of which the company's auditors are unaware,
and

(2) the director has taken all the steps that he/she ought to have taken as a director in order to make himself/herself
aware of any relevant audit information and to establish that the company's auditors are aware of that information

This confirmation 1s given and should be interpreted in accordance with the provisions of s234ZA of the Companies
Act 1985




THE LION CONFECTIONERY COMPANY LIMITED

Report of the Directors {continued)
For the 52 weeks ended 31 December 2006

Directors and their interests

The Directors at the date of this report are as stated on page 1

The Directors who served durning the year and subsequently were as follows

S C Baldry

M P Barnington
T Bond

G Chick

M E Drane

R Doyle

D C Foster

A C Gibsan

D Harding-Srmith
S Hosaki

M E Keating

A D Phythian
D J Pogson

J C Reed

P J Rumbol

W Stnckland

Restgned 20 June 2007
Resigned 10 September 2007
Appointed 16 July 2007
Appointed 10 September 2007

Appointed 10 September 2007
Resigned 28 September 2007
Resigned 10 September 2007
Appointed 16 October 2006

Appointed 28 September 2007
Resigned 28 September 2007
Resigned 10 September 2007

Resigned 15 June 2006
Appointed 15 June 2006
Appointed 10 September 2007

The nterests of the Directors holding office at the year end In the share capital of Cadbury Schweppes plc are

detalled below

S C Baldry

M P Barnngton
M E Drane

D C Foster

A C Gibson

D Harding-Smith
M E Keating

A D Phythian

D J Pogson

P J Rumbol

* Or date of appointment if later

Ordinary shares of 12 5p each

1 January* 31 December

2006 2006
299,781 264,377
4,940 16,253
66,855 53,291
20,106 24,801
12,520 17,611
9,511 25,624
407,128 425,252
1,288 4,327
3,301 7,717
15,000 15,000

The following Directors have been granted options under the Cadbury Schweppes plc Savings-Related Share Option

Scheme 1982




THE LION CONFECTIONERY COMPANY LIMITED

Report of the Directors {(continued)
For the 52 weeks ended 31 December 2006

Directors and their interests {(continued)
Number of ordinary shares over which options were granted

Movement in the year

1 January”
2006
S C Baldry 2,138
M P Barrington 7,667
M E Drane 5,666
D C Foster 5,493
A C Gibson 2,342
D Harding-Smith 4,011
M E Keating 3,703
A D Phythian 4,757
D J Pogson 4,714

P J Rumbol -

* Or date of appointment if later

Granted Exercised 31 December
during year  during year 2006
- - 2,138

- - 7,567

1,464 - 7,130
732 1,039 5,186
1,690 - 4,032
845 - 4,856

- - 3,703

- 1,039 3,718

1,464 - 6,178
732 - 732

The followming Directors have been granted options under the Cadbury Schweppes pic Share Ophon Scheme 1984

Number of options over ordinary shares granted

Movement in the year

1 January*

2006

S C Baldry 282,000
M P Barrington 36,000
M E Drane 25,000
D C Foster 56,172
A C Gibson 50,000
D Harding-Smith 42,750
M E Keating 105,000
A D Phythian 18,000
D J Pogsen 70,000

* Or date of appointment if iater

Granted Exercised 31 December
during year  during year 2006
- - 282,000

- - 36,000

- - 25,000

43,000
- - 50,000
- - 42,750
105,000

[
—
(5]

-
=~
N

- - 70,000

The following Directors have been granted options under the Cadbury Schweppes plc Share Option Plan 2004

Number of options over ordinary shares granted

Movement in the year

1 January*

2006

S C Baldry 121,000
M P Barnngton 42,500
M E Drane 58,000
D C Foster 23,250
A C Gibson 60,000
D Harding-Smith 55,000
M E Keating 83,000
A D Phythian 38,750
D J Pegson 55,500

* Or date of appointment if later

Granted Exercised 31 December
during year during year 2006
121,000
- - 42 500
- - 58,000
- - 23,250
- - 60,00¢
- - 55,000
- - 83,000
- - 38,750
- - 55,500




THE LION CONFECTIONERY COMPANY LIMITED

Report of the Directors (continued)
For the 52 weeks ended 31 December 2006

Directors and their interests (continued)
In respect of share options granted, for each of the above mentoned schemes, the range of exercise prices and the
penods within which the options are normally exercisable are shown in the Report & Accounts and Form 20-F of

Cadbury Schweppes plc

None of the Directors had any other interest in the secunties of Cadbury Schweppes plc, or the Company, or any
other subsidiary of Cadbury Schweppes, at any time dunng the year

Policy on Payment to Suppliers
The Company has no trade creditors, so the number of creditor days outstanding at the year end was nil

Fixed Assets
In the opinion of the directors there 1s no matenal difference between the book and the current open market value of
interests in land and buildings

Disabled Employees

Although they are employed by Cadbury Trebor Bassett Services Limited, the Partnership bears the cost of
employment of a number of people who are disabled, not all of whom are formally registered disabled persons In
UK terms If an employee becomes disabled it 1s standard practice, in all but the most exireme circumstances,
to offer an alternative job and provide retraining where necessary

Employee Involvement

The policy of informing and consulting with employees has continued by means of regular newsletters and employees
are encouraged to present their views and suggestions in respect of the Partnership's performance Employees are
also eligible to participate in the Cadbury Schweppes plc Savings-Related Share Option Scheme, with options to
purchase shares in the ultimate holding company after a penod of regular savings as defined under the terms of the
scheme

Financial instruments
The Partnership 1s exposed to market nsks ansing from its business

a) Liquidity nsk
The Partnership achieves certainty of funding by operating a flexible borrowing mechanism with Cadbury Schweppes
plc

Cadbury Schweppes plc seeks to achieve a balance between certainty of funding and a flexible, cost-effective
borrowings structure  Consequently the policy seeks to ensure that all projected net borrowing needs are covered by
committed facihties

b) Interest rate nsk
The Partnership has an exposure to interest rate fluctuations on its borrowings with Cadbury Schweppes plc and on
certain finance leases

As Cadbury Schweppes plc Group treasury manages the group's treasury operations, the partnership does not seek
to manage interest rate nsk on it's borrowing with Cadbury Schweppes plc

8




THE LION CONFECTIONERY COMPANY LIMITED

Report of the Directors (continued)
For the 52 weeks ended 31 December 2006

Financial instruments (continued)

c) Currency nsk

The Partnership has transactional currency exposures ansing from its international trade  Through Cadbury
Schweppes plc, the Partnership makes use of the forward foreign exchange markets to manage its exposures
Cadbury Schweppes plc's policy 1s to take forward cover for all forecasted receipts and payments for as far ahead as
the pncing structures are committed, subject to a mimimum of three months’ cover

d} Credit nsk

The Partnership’s trade receivables are concentrated with a small number of large customers, however management
believe that credit nsk 1s limited as these customers have hugh credit ratings Management therefore believe that
there 1s no further credit nsk provision reguire in excess of normal provision for doubtful recervables

e) Commodity nsk

The Partnership has commodity movement exposures arsing from its international trade  Through Cadbury
Schweppes plc, the Partnership makes use of derivative contracts for cocoa in order to provide a stable cost
base for marketing fimshed products

Auditors

The Partners have appointed Deloitte & Touche LLP to undertake an audit of the Partnership Financial Statements
and prepare an Auditor's report thereon Deloitte & Touche LLP will continue as auditors until such time as the
Partners dispense with their services

Waestgate
Cleckheaton
West Yorkshire
BD19 5EB

er of the Board,

)

T Bond
Managing Director

29 October 2007




THE LION CONFECTIONERY COMPANY LIMITED

Statement of Directors’ Responsibilities
For the 52 weeks ended 31 December 2006

The directors are responsible for prepanng the Annual Report and the financial statements \n 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) The financial statements are
required by law to give a true and farr view of the state of affars of the company and of the profit or loss of the
company for that penod [n prepanng these financial statements, the directors are required to

a) select suitable accounting policies and then apply them consistently,
b) make judgments and estmates that are reasonable and prudent,

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

d) prepare the financial statements on the going concern basis unless it 1s inappropriate to presume that the
company will continue in business

The directors are responsible for keeping proper accounting records that 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 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

The directors are responsible for the maintenance and integnity of the corporate and financial information included on

the company's website Legislation in the United Kingdom governing the preparation and dissemination of financial
statements may differ from legislation in other junsdictions

10




Auditors’ report

Independent Auditors’ Report to the Members of The Lion Confectionery Company Limited

We have audited the financial statements of The Lion Confectionery Company Limited for the year ended 31
December 2006 which compnse the Profit and Loss Account, the Balance Sheet, and the related notes 1 to 20 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, in accordance with section 235 of the Companies
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 in an auditors’ report and for no other purpose To the fullest extent permitted by law, we
do not accept or assume responsibility to anyone cther than the company and the company's members as a body, for
our audit work, for this reponrt, or for the opinions we have formed

Respective responsibilities of directors and auditors

The directors' responsibilities for prepanng the financial statements 1n accordance with applicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Prachice) are set out In the
Statement of Directors' Responsihilities

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

We report to you our opinion as to whether the financial statements give a true and farr view and are properly
prepared in accordance with the Companies Act 1885 We also report to you whether in our opinton the information
given n the Directors' Report 1s consistent with the financial statements

In addition we report to you If, in our opinicn, the company has not kept proper accounting records, If we have not
received all the information and explanations we require for our audit, or if information specified by law regarding
directors’ remuneration and other transactions 1s not disclosed

We read the Directors’ Report and consider the implications for our report if we become aware of any apparent
misstatements within it

Basis of audit opimion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the
Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures Iin the financial statements It also includes an assessment of the significant estmates and judgments
made by the directors in the preparation of the financial statements, and of whether the accounting policies are
appropnate to the company's circumstances, consistently applied and adequately disclosed

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

11




Auditors’ report

Opinion
In our opmion
« the financial statements give a true and fair view, in accordance with United Kingdom Generally Accepted
Accounting Practice, of the state of the company's affars as at 31 December 2006 and of its profits for the
year then ended,

+» the financial statements have been properly prepared in accordance with the Companies Act 1985, and

» the information given In the Directors’ Report 1s consistent with the financial statements

Dbk Tonda WP

Deloitte & Touche LLP 29 October 2007
Chartered Accountants and Registered Auditors
Birmingham, UK

12




THE LION CONFECTIONERY COMPANY LIMITED

Profit and {oss account
For the 52 weeks ended 31 December 2006

Notes 2006 2005
(restated -
see Note 17)
£'000 £000
Share of profits in partnership 1b 423 698
Profit on ordinary activities before interest and taxation 423 698
Share of interest receivable and similar income 8 17 28
Share of interest payable and similar charges 9 (66} {49
Profit on ordinary activities hefore taxation 384 677
Taxation on profit on ordinary activities 10 (120) {232)
Profit for the financial year 17 264 445

There are no recognised gains or losses i either year other than the retained profit for each year and therefore no
statement of total recognised gains and losses Is required

All operations of the Company continued throughout both years and derive from continuing operations

The accompanying notes form an integral part of this Profit and loss account

13




THE LION CONFECTIONERY COMPANY LIMITED

Balance sheet
As at 31 December 2006

Notes 2006 2005
£7000 £'000
Fixed assets
Investments 11a 9,075 8,936
9,075 8,936
Current habilities
Creditors amounts falling due within one year 12 {1,129) {1,252)
Net current liabilities (1,129) {1,252)
Total assets less current habilities 7,946 7,684
Creditors amounts falling due after one year 13 {1,000} (1,000)
Provisions for Liabihties and Charges 14 (50) (65)
Net assets 6,896 6,619
Equity Capital and Reserves
Called up share capital 16 300 300
Capital reserve 17 517 533
Capital redemption reserve 17 6 6
Profit and loss account 17 6,073 5,780
Equity shareholders’ funds 17 6,896 6,619

The accompanying notes form an integral part of this Balance Sheet

Signed on behalf of the Board

)} L LK

T Bond D Harding-Smith
Managing Director Finance Director

29 October 2007

14




THE LION CONFECTIONERY COMPANY LIMITED

Notes to the Financial Statements (continued)

1 Accounting policies

The principal accounting polictes are summansed below They have been applied consistently throughout the year
and the preceding year, except for where changes have been made to previous policies on the adoption of new
accounting standards during the year

a) Accounting convention
The financia! statements are prepared under the histoncal cost convention and in accordance with applicable United
Kingdom law and accounting standards

The Partnership has applied the requirements of FRS 20 ‘Share-Based Payments’ In accordance with the
transitional provisions, FRS 20 has been applied to all grants of equity instruments after 7 November 2002 that were
unvested as of 1 January 2006 The Partnership’s ulhimate parent company {Cadbury Schweppes plc) issues equity-
settled and cash-seftled share-based payments to certain employees Equity-settied share-based payments are
measured at fair value (excluding the effect of non market-based vesting conditions) at the date of grant The farr
value determined at the grant date of the equity-settled share-based payments 1s expensed on a straight-line basis
over the vesting periad, based on the parent company's estimate of shares that will eventually vest and adjusted for
the effect of non market-based vesting condiions The adoption of this standard represents a change in accounting
policy and the comparative figures have been restated accordingly Details of the effect of the pnor year adjustment
have been given in Notes 15 and 17

b) Partnership Agreement

On 17 July 2000, the Company formed a partnership, Cadbury Trebor Bassett, along with Cadbury Limited and Trebor
Bassett Limited  Since that date, the Company has no longer traded under its own account, as all trading has been
undertaken by the partnership Under the terms of the partnership agreement, the Company 1s entitled to a share of
the profits of the partnership as determined by the Management Committee  This i1s shown within “Share of profits in
partnership”

Under the terms of the Partnership agreement, the beneficial interest of all assets and habilities used n the bustness
of the partners was transferred to the Partnership on 31 December 2000 Accordingly, these assets are no longer
disclosed in the financial statements of The Lion Confectionery Company Limited, with the exception of corporation
tax, deferred tax, investments and inter-company balances greater than one year, which remain in the Company In
exchange for this transfer of all other assets, The Lion Confectionery Company Limited received an investment in the
partnership, which is disclosed in investments

These financial statements should be read in conjunction with the financsal statements of the other partners and the
Cadbury Trebor Bassett Partnership financial statements

¢} Foreign currencies

Transactions denominated in foreign currencies are translated into sterling at the actual rate prevailing at the date of
the transaction Monetary assets and labiites denominated in foreign currencies at the year end are translated at
the mddle market rates at the balance sheet date Transaction differences ansing from exchange rate vanations on
trading transactions are included within operating profits

15




THE LION CONFECTIONERY COMPANY LIMITED

Notes to the Financial Statements (continued)

1 Accounting policies (continued)
d) Investments

Fixed asset investments are stated at cost, less amounts wntten off Income from fixed asset investments 1s included
together with the related tax credit in the financial statements of the year in which it ts receivable

e) Taxafion

Corporation tax payable 1s provided on the taxable profit at the current rate Deferred tax 1s recognised in respect of
all tming differences that have onginated but not reversed at the balance sheet date where transactions that result in
an obligation to pay more tax in the future or a nght to pay less tax in the future have occurred at the balance sheet
date

A net deferred tax asset 1s regarded as recoverable and therefore recognised only when, on the basis of all avalable
evidence, 1t can be regarded as more likely than not that there will be suitable taxable profits from which the future
reversal of the underlying timing differences can be deducted

Deferred tax 1s measured at the average tax rates that are expected to apply in the penods in which the timing
differences are expected to reverse, based on tax rates and laws that have been enacted substantively by the
balance sheet date Deferred tax 15 measured on a non-discounted basis

f} Cash flow statement

In accordance with the provision of Financial Reporting Standard No 1, the Company has not prepared a cash flow
statement because Its parent company, Cadbury Schweppes plc, which i1s incorporated in Great Bntain and registered
in England and Wales, has prepared consolidated financial statements which include the financial statements of the
Company for the penod and which are publicly available

2 Annual Financial Statements

As permitted by the Companies Act 1985 the Company, being a wholly owned subsidiary of a Company incorporated
in Great Britain, does not prepare group accounts The results of the Company are ncluded in the audited financial
statements of Cadbury Schweppes plc for the year ended 31 December 2006 The company is therefore exempt from
the requirements to prepare Group accounts under Section 228 of the Companies Act 1985 These financial
statements present information about the company as an individual undertaking and not as a group

The profit and loss accounts cover the 52 weeks from 2 January 2006 to 31 December 2006 and the balance sheets
for 2006 and 2005 have been drawn up at 31 December 2006 and 1 January 2006 respectively

3 Ultimate Parent Company

The Company’s ultimate parent 1s Cadbury Schweppes plc, a company incorporated in Great Britain and registered in
England and Wales Copies of the Group financial statements of Cadbury Schweppes plc are available from 25
Berkeley Square, London W1J 6HB

As a subsidiary of Cadbury Schweppes plc the Company has taken advantage of the exemption in FRS 8 “Related
party disclosures” not to disclose transactions with other members of the group headed by Cadbury Schweppes plc

4 Profit on ordinary activities before interest and taxation
Since the formation of the partnership on 17 July 2000, all operating costs have been borne by the partnership

16




THE LION CONFECTIONERY COMPANY LIMITED

Notes to the Financial Statements {(continued)

5 Pension Arrangements

The Company 15 a member of the Cadbury Schweppes plc group of companies, which operates group pension
schemes for its UK subsidiaries The major scheme 1s the Cadbury Schweppes plc Pension Fund

The UK pension plans are administered and funded on a Group basis, with contnbutions fixed based on the position
of the overall fund It 1s not possible to calculate the company's share of the habilites and consequently the
Partnership has accounted for its contributions to the scheme as if it were a defined contribution scheme

The total pension cost of the partnership, borne on behalf of the partners, was £47,740,000 (2005 £26,900,000),
which, together with the pension costs of other subsidianes in the group schemes, was assessed by qualfied
actuanes based on the latest actuanal assessment

This information has been calculated using the measurement prninciples of IAS 19 which are matenally the same as
the measurement principles of FRS 17

At the year end, under IAS 19, the group defined benefit pension schemes had a deficit of £204m, of which £16m

related to UK pension obligations At 1 January 2006, the group defined benefit pension schemes, under IAS 19 had
a deficit of £369m, of which £168m related to UK pension obligations

2006 Rate of Market Value
Return (%) (Em)
Equities 825 946
Bonds 475 763
Property 7560 183
Other 525 86
1,978
Present value of scheme liabilities (1,994)
Deficit in the scheme (16)
2005 Rate of Market Value
Return (%) {£m)
Equities 77 1,107
Bonds 44 449
Property 63 148
Other 42 58
1,762
Present value of scheme liabdities (1,930)
Deficit in the scheme (168)
2004 Rate of Market Value
Return {%) (Em)
Equities 80 965
Bonds 48 376
Property 67 110
Other 40 14
1,465
Present value of scheme habilities {1.703)
Deficit in the scheme before deferred tax (238)
Notional deferred tax asset 71
Net habilty (167)
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THE LION CONFECTIONERY COMPANY LIMITED

Notes to the Financial Statements {continued)

5 Pension Arrangements (continued)

The figures above were calculated on the basis of the following assumptions

% % %

2006 2005 2004
Rate of increase in salanes 45 42 45
Rate of increase in pensions in payment 30 27 27
Rate of increase for deferred pensioners 30 27 27
Discount rate for scheme habilities 510 475 53
Inflation 30 27 27

Further details of the latest actuanal valuation can be found in the Report & Accounts of Cadbury Schweppes plc

6 Directors’ emoluments

20086 2005
£'000 £'000
Emoluments paid or receivable for guaklifying services 258 201

The above amounts relate to the director(s) who provided services exclusively to The Lion Confectionery Company
Limited

Eight of the other directors (seven in 2005) provided their services to the Cadbury Trebor Bassett partnershup, and
consequently the cost of therr emcluments was borne by the Partnership It 1s not practical to allocate the directors’
emoluments between the respective companies which compnse the Partnership, hence the emoluments of those
directors are disclosed in full below with respect to their services to the Partnership

2006 2005
£'000 £'000
Emoluments paid or receivable for qualifying services 1,281 1,583

Additionally two further directors (four in 2005) were remunerated throughout the year by Cadbury Schweppes plc or
its subsidiary undertakings for therr services to the group as a whole No remuneration was paid to them specifically
in respect of their services to The Lion Confectionery Company Limited

The emoluments of the highest paid director were £257 938 (£174,742 1n 2005) At year-end, the accrued pension
under the Company's defined benefit scheme for the highest paid director was £638,980 (£518,899 in 2005)

Durnng the year, two directors (none in 2005) received or were due shares under long-term incentive schemes

Dunng the year, eleven directors {twelve in 2005) were members of a Cadbury Schweppes defined benefit pension
scheme

During the year six directors (nine in 2005) exercised options over shares in the Company's parent, Cadbury
Schweppes ple

7 Employee information

Since the formation of the partnership on 17 July 2000, employee emoluments were bome by the partnership
although all employees remained employed by The Lion Confectionery Company Limited On 6 Apnil 2002 the
employment of all employees was transferred to Cadbury Trebor Bassett Services Limited, a fellow group
undertaking
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Notes to the Financial Statements (continued)

8 Share of Interest receivable and similar income

Interest receivable on inter-company loans and deposits

9 Share of Interest payable and similar charges

Interest payable cn overdrafts and bank loans
Finance Leases
Interest payable on inter-company loans

10 Taxation on profit on ordinary activities
The tax charge comprises

UK corperation tax
Current year
Prior year

Total current tax charge
Deferred taxation

Current year
Prior year

Charge for the year

The deferred tax charge / {credit) relates to the ongination and reversal of tming differences

19

2006
£'000
17

17

2006
£'000

14
39

56

2006
£000

26
109

135

83
(98)

(15)
120

2005
£'000
28

28

2005
£'000

21
28

49

2005
£'000

185
(7

168

23
41

64

232




THE LION CONFECTIONERY COMPANY LIMITED

Notes to the Financial Statements (continued)

10 Taxation on profit on ordinary activities (continued)

The table below reconciles the UK Corporation Tax rate applicable
computing the current tax charge as a percentage of profit before tax

Profit on ardinary activities before taxation

UK corporation tax @ 30% (2005 30%)

Effects of

Depreciation less capital allowances

Short-term timing differences

Adjustment to tax charge in respect of previous pericds
Permanent differences

Pension

Total current tax charge

each year to the effective rate obtained by

2006
£'000
384

115

(97)
14

109
(5)

135

2005
£'000
677

203

(25)
(6)
(17)
5

8

168

In March 2007, the UK Government announced that they would introduce legislation that would reduce the
carporation tax rate to 28% with effect from 1 Apnl 2008 This legisfation was substantively enacted on 26 June 2007
In future penods, the deferred tax assets and labilities, currently stated at 30% of the timing differences, will be
restated to 28% of those amounts and hence the effective tax rate will decrease accordingly

11 Investments

a) Subsidiary Partnership
Undertakings Total
£'000 £7000 £'000
Cost and net book value
At beginning of the year 1,118 7,818 8,936
Additions - 139 139
At end of the year 1,118 7,957 9,075

b) The Company held the following subsidiary undertakings at the year end

Country of incorporation

Trebor Bassett Limited

England and Wales

Proportion of ordinary
Issued capital held

100%

The business of the subsidiary undertaking 1s concerned with confectionery and allied products

The investment in the partnership represents the interest in the Cadbury Trebor Bassett partnership received in
exchange for the transfer of certain assets and habilites to the partnership
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THE LION CONFECTIONERY COMPANY LIMITED

Notes to the Financial Statements (continued)

12 Creditors: amounts falling due within one year

2006 2005

£'000 £'000
Amounts owed to fellow subsidiary undertakings 1,116 1,118
UK Corporation tax 13 133

1,129 1,252
Amounts owed to fellow subsidiary undertakings are non-interest bearing
13 Creditors. amounts falling due after more than one year

2006 2005

£000 £000
Authorised, allotted, called up and fully-paid 1,000 1,000
1,000,000 13% cumulative preference shares of £1 each

1,000 1,000

Non-equity shareholders’ funds relate entirely to the 13% cumulative preference shares These shares carry
entittement to a dividend at the rate of 13% per annum The dividend of £130,000 was not paid between 2003 and
20086, as the holders of the preference shares have waived therr nghts to the dividend Holders of the cumulative
preference shares do not have voting nghts except on a resolution for the winding up of the company or a resolution
affecting the rights attached to the shares, or if the preference dividend has remained unpaid for six months Holders
of the cumulative preference shares have the nghts on a winding up to receive, in prionty to any other classes of
shares, a premium with an amount per share equal to the greater of 10p and the excess of the market value over the
nominal amount paid up thereon, such market value being established, in addition to any arrears of dividend

14 Provisions for habihties and charges

The provision for iabiities and charges relate solely to deferred taxation as follows

Deferred

taxation

£'000

At beginning of the vear 65
Charged dunng the year (15)

At end of the year 50

A deferred tax hability has been recorded relating to accelerated capital allowances (“ACAs”) and a deferred tax asset
has been recorded relating to short-term timing differences on provisions The movement in the year 1s as follows

2006 2006
ACAs  Short term
£'000 timing 2006
differences Total 2005
£000 £'000 £'000
At beginning of the year 78 {13) 65 1
Profit and loss account 8 (23) {15) 64
At end of the year 86 _(36) 50 65
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THE LION CONFECTIONERY COMPANY LIMITED

Notes to the Financial Statements (continued)

14 Provisions for habilities and charges (continued)
The company has unrecognised deferred taxation habiittes on property revaluations as follows

2006 2005

Not provided in financial statements £°000 £'000
Properties 3 3
3 3

This liability 1s not provided as there Is currently no intention to dispose of the revalued properties

15 Share-based Payments

Certain employees of the Partnership receive share awards which are settled using the equity of the ulbmate parent
company, Cadbury Schweppes plc The Partnership recognised total expenses of £3m (2005 £2 9m) related to
these equity-settled share-based payment transactions duning the year

Cadbury Schweppes plc has a number of share option plans that are avallable to certain senior employees of the
company the Bonus Share Retention Plan (BSRP} and the Discretionary Share Option Plan (DSOP) Cadbury
Schweppes plc also has a UK share option scheme for all employees of the Partnership  Options are normally
forfeited if the employee leaves Cadbury Schweppes plc before the options vest Cadbury Schweppes plc also has
an International Share Award Plan {(ISAP) which is used to reward excephtional performance amongst employees

An expense s recognised for the fair value at the date of grant of the estimated number of shares that will be awarded
to settle the options over the vesting penod of each scheme The farr value 1s measured using the valuation
technigue that 1s considered to be the most appropnate to value each class of award these include Binomial models
and Black-Scholes calculations These valuations take into account factors such as non-transferability, exercise
restrichons and behavioural considerations Key fair value and other assumptions are detailed below

Schemes granted in 2006

BSRP ISAP Sharesave
Expected volatiity (1} nfa n/a 22%
Expected life 3yrs 1-3yrs  Vesting+5 months
Risk free rate 45% 4 2%-4 9% 4 6%-4 8%
Expected dividend yield 25% 23%-25% 23%
Fair value per award (% of share price at date of grant) 185 2% (2} 93 0%-99 3% 23 8%-33 5%
Possibility of ceasing employment before vesting - - 12%-35%
Expectations of meeting performance cntena 40% nfa nfa

No grants were made under the DSOP 1n 2006
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15 Share-based Payments (continued)

Schemes granted in 2005

BSRP DSOP ISAP Sharesave
Expected volatility (1) n/a 22% n/a 22%
Expected life 3yrs (3) 1-3yrs  Vesting+5 months
Risk free rate 4 5% 4 8% 4 2%-4 9% 4 6%-4 8%
Expected dividend yield 25% 30% 23%25% 23%
Fair value per award (% of share pnce at date of grant) 185 2% (2) 23 0% 93 0%-99 3% 23 8%-33 5%
Possibility of ceasing employment before vesting - 14% - 12%-35%
Expectations of meeting performance entena 40% 85% n/a n/a

1} Expected volatiity was determined by calculating the histoncal volatity of Cadbury Schweppes pic’s share price over the
previous three years

2)  Fair value of BSRP includes 100% of the matching shares available

3) The farr value calculation of a discrelionary share option uses an expected e to the point of expecled exercise This 1s
determined through analysis of hustoncal evidence exercise patterns of option holders

The BSRP resulted in a charge of £0 4m in 2006 (2005 £0 3m) DSOP and share save plans resulted in a charge of
£2.6mn 2006 (2005 £2 5m)

2006: Details of the share option plans are as follows-

Balance Weighted Weighted Exarcisable at Weighted
cutstanding Granted Exercised Cancelled Balance Exercise average average year end average

at the outstanding price for exercise contractual exercise
beginning at the end of options  price of life in price of

of year the year (n£s) options month of options (in

(in £s5) () options £s) (n)

a 11,211,699 1,649,651 2,163,012 512,088 10,180,239 3 14-4 47 375 35 - -
b 2,609,875 - 402,651 4,336 2,202,888 297-483 429 61 2,174,423 429
c 1,497,500 - - 27,000 1,470,500 4 39-526 479 95 - -

2005. Details of the share option plans are as follows

Balance Weighted Weighted Exercisable Weighted
outstanding Granted Exercised Cancelled Balance Exercise average average atyearend average

at the outstanding price for exercise contractual exercise

beginning attheend of options price of hfe In price of

of year the year (infs) options month of options

{in £s) (1} options _{in £s) (n)

a 12,481,668 1,801,581 2,557,924 513,626 11,211,699 2 35.3 52 328 29 342,774 244
b 3,348,399 - 783,791 154,733 2,600,875 242422 420 62 1,853,623 458
c 848,643 659,349 - 10,492 1,497,500 4 39-569 478 20 - .

a) Savings-Related Share Option Scheme for employees approved by shareholders in May 1982

b) Share Option Plan for Directors, senior executives and sentor managers approved by shareholders in May 1994
¢) Share Option Plan for eligible executives (previously called the Cadbury Schweppes Share Options Plan
1994, as amended at the 2004 AGM)

(1} Weighted average exercise price of options outstanding at the end of the year (in £5)

(1) Weighted average exercise price of oplions currently exercisable at year end (in £5)
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Notes to the Financial Statements (continued)

16 Called up share capital

2006 2005
£'000 £'000
Authonsed
1,600,000 ordmary shares of 25p each 400 400
Allotted, called up and fully paid
1,200,000 ordinary shares of 25p each 300 300

17 Reconciliation of movements in shareholders’ funds (all equity) and movement on reserves

Called-up Capital Capital Profit 2006 2005
Share reserve redemption and loss Total Total
capital reserve account

£000 £'000 £'000 £'000 £'000 £'000
At beginning of the year 300 533 6 5,780 6,619 6,161
Pnor year adjustment - FRS 20 - - - (13) (13) -
Credrt to equity for share-based B N B 13 13 -
payments
At beginning of the year (restated) 300 533 6 5,780 6,619 6,161
Profit for the year - - - 264 264 445
Credit to equity for share-based - - - 13 13 13
payment
Transfers to reserves - (16) - 16 - -
At end of the year 300 517 6 6,073 6,896 6,619

Upon transfer of the revalued assets to the partnership on 31 December 2000 1n accordance with the accounting
policies set out In note 1, the associated revaluation reserve was transferred to a non-distributable capital reserve
Transfers between the capital reserve and the profit and loss account reserve will continue to be made In future years
In order to amortise surpluses over the remaining useful ives of the propertes

The Profit and loss account includes the Company’s share of the credit to equity for share-hased payments in line
with Financial Reporting Standard No 20 — '‘Share-based Payments’

Prior Year Adjustment
The pnor year adjustment relates to the implementation of FRS 20 The adoption of FRS 20 has resulted in the

recognition of a reduction in the Company's share of profits from the partnership of £13,000 In relation to share-based
payments and a corresponding recognition of a capital contnbution by Cadbury Schweppes plc in reserves

18 Related Party Transactions

The Company has taken advantage of the exemption under the rules of Financial Reporting Standard No 8§ — ‘Related
party disclosures’ not te disclose related party transactrons with other Cadbury Schweppes plc group companies as
over 90% of the voting nghts of the Company are controlied by the ultimate parent company, Cadbury Schweppes plc,
and the consolidated financial statements of the ultimate parent company are publicly available
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19 Post Balance Sheet Events

On 10 February 2007, a number of Easter egg lines were recalled as they did not carry the appropnate nut allergy
labelling The net cost to the Partnership after insurance 1s immatenal

On 25 June 2007, our main UK sugar confectionery factory in Sheffield was flooded due to the severe weather
conditions which affected much of the country This disrupted production for several weeks The net cost to the
Parnership after insurance 1s immaterial

On 28 September 2007, Cadbury Limited changed its name to Cadbury UK Limited

20 Treasury Risk Management

The pnincipal activity of the Company s the manufacture, marketing and sale of chocolate confecthonery products to
wholesale and retall outlets in the UK The Company's financial instruments compnse investments, borrowings and

other creditors No trading in financial instruments was undertaken by the Company dunng the penod under review

The man nsks ansing from the Company’s financiat instruments are hquidity nsk, interest rate nsk, currency nsk
and credit sk Details of treasury nsk management are outlined in the Report of the Directors
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CADBURY TREBOR BASSETT

Report of the Management Committee (continued)
For the 52 weeks ended 31 December 2006

In accordance with Regulation 4(1) (a) and {b} of the Partnerships and Unimited Compames (Accounts} Regulations
1993, the Management Commitiee present their Report, together with the audited financial statements of Cadbury
Trebor Bassett (the ‘Partnershup’) for the 52 weeks ended 31 December 2006 (the ‘vear’)

Review of the Business and Principal Activitles
The Partners are all subsidiary companies of Cadbury Schweppes plc

The principal activity of the Partnership 1s the manufacture, marketing and sate of chocolate and sugar confectionery
products to wholesale and retail outlets in the UK

During the year, the Partnership Cadbury Trebor Bassett continued to exist between Cadbury Limited, Trebor Bassett
Limited and The Lion Confecticnery Company Limited This agreement affords that the profits of the Partnership be
shared between the businesses in accordance with the partners’ view of the respective values of Cadbury Limited,
Trebor Bassett Liruted and The Lion Confectionery Company Limited

Business review

The confectionery strategy of Cadbury Schweppes plc (the Group) 1s to be the biggest and best global confectionery

company by significantly growing market share through organic growth and acquisiion in the three categones of
chocolate, gum and candy

The Partnership measures its performance compared to the Group's four strategic goals for the confectionery side of
the bustness They are

1) To deliver superior shareholder performance

Our goal 1s to deliver supenor retums to our shareowners by delivering supernior business performance Our revenue
1s generated from the sale of branded confectionery products such as chocolate and sugar sweets Cash i1s usually
generated in hne with revenue and there are no significant tme tags Direct trading costs consist mainly of raw
matenals, which for confectionery products are cocoa, milk, sugar and sweeteners, various types of nuts and fruit and
packaging The other major direct cost 1s labour Indirect operating costs include marketing, distribution, indrect
labour, warehousing sales force, innovation, IT and administrative costs,

Our first pnonty in 2006 was to deliver our annual business plan This was measured against the Group's financial
goal ranges that were set in 2003. These were

1) to grow revenue by 3-5% every year
i} to improve underlying operating margins by 50 to 75 basis points each year
w) to generate free cash flow of £1 Sbn over the penod from 2004-7

The Partnership’s revenue in 2006 was £1,132 mullion (2005 £1,139 million) and the underlying operating margin was

7T7% (2005 123%) The 2006 results reflect the challenging trading conditions In the UK which arose from the
combination of a hot summer and a product recall




CADBURY TREBOR BASSETT

Report of the Management Committee (continued)
For the 52 weeks ended 31 December 2006

On 23 June 2006, we recalled seven of our Cadbury branded product ines The net dwect costs of the recall
amounted to £28 million This comprised £5 million relating to customer returns, £10 million cost of stock destroyed,
£17 million of remediation costs and £5 million of increased media spend, offset by a £9 milhon insurance recovery,

2} To profitably and signhificantly increase confectionery matket share

In confectionery, we continue to be a market leader Despite the poor third quarter which was impacted by the hot
summer and the product recall, the confectionery market was broadly flat year-on-year Our business benefited from
a strong performance in seasonal products, particularly at Easter, and increased mnnovation and marketing activity in
the fourth quarter In the second half of the year, we [aunched Cadbury Datry Milk Melts, a prermuum indulgence treat,
Cadbury Fiake Dark, a dark chocotate addiion to the Flake brand, and Cadbury Highhghts, a no added sugar
chocolate bar We also relaunched Cadbury Snaps with new packagig and supported by a new marketing
campaign Qur activity continued info 2007 with strong markefing support for Créme Egg, Cadbury Dairy Milk and
Cadbury Flake

We also announced our intention to selt our non-core Monkhill business in the UK This disposal will further increase
the focus on our core brands

3) To ensure that our capabilities are ‘best in clags'
In 2006, we continued to improve our capabilites acrass all aspects of our business, including commercial, sclence
and technology, supply chain and information technology, to enable us to deliver our growth and cost saving agenda

in May, the Partnership announced that it would further aggregate and standardise support services such as IT and
back office services, and outsource these where efficiency savings could be gained The Group ts creating a glebal
outsourced Shared Business Services organisation to handle back office processes such as invoicing, payroll and
travel

In supply chamn, we continued to improve the efficiency of our manufactunng, distnbution and procurement

4) To nurture the trust of cur colleagues and the communities in which wa do business

Our focus on performance and values 1s reflected in this goal which is 1o nurture the trust of colleagues and
communities where we operate This is a broad goal which ranges from continuing to meet consumer needs and
environmental sustainability to the engagement, commitment and diversity of our employees through to ethical
trading, corporate governance and consumer health

Dunng 2006 our efforts in nurtunng colleagues and communities continued to gain recognition with a wide range of
awards across a number of different areas These included corporate and social responsibihty awards in the UK

In early 2006 with the ntroduction of ‘Be Treatwise’ labelling and responsible consumption message for our products
in the UK, we provided consumers with more mformation about our brand's content expressed as proportions of
recommended Guideline Dally Amounts

Protecting the health and safety of employees 1s fundamental to how we manage our business In 2008, we
esiablished a Quality, Environment, Health and Safety Group The remit of this committee includes quahty and food
safety where we are implementing additional programmes to strengthen our performance following the product recall
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Business risk factors

The Parinership and its results could be matenally adversely affected by any or all of the following nsks In
addition to the following risk factors, we face certain market rnisks that are discussed under the heading Financial
Instruments (Liquidity Risk, interest Rate Risk, Currency Risk, Credit Risk and Commodity Risk)

1) Competition and demand

The confectionery industry 1s highly competitive The Partnership competes with other muttinational corporations
which have significant financial resources to respond to and develop the markets in which both we and they
operate. These resources may be applied to change areas of focus or to increase investments in marketing or
new products Furthermore, consumer tastes are susceptible to change If the Partnership 1s unable to respond
successfully to rapid changes n demand or consumer preferences, sales or margins could be adversely
affected

2) Praduct qualty and safety

Despite safety measures adopted by the Partnership, products could become contaminated or not meet quahty
or safety standards The Partnership uses many ingredients in manufacturing confectionery which increases the
nsk of either accidental or malicious contamination Any contamination or fallure to meet qualty and safety
standards may he expensive to remedy and could cause detays in manufactuning and have adverse effgcts

3) Dependence on business partners

An increasing proportion of the Partnership’s functions are outsourced to third parttes Failure of the third parties
to deliver on their contractual obligations or fallure of the Partnership to manage them effectively could lead to
adverse effects

4) Information technology

The Partnership depends on accurate, timely information and numencal data from key software applications to
ad day-to-day decision-making Any disrupton caused by falings in these systems could delay or otherwise
impact day-to-day decision-maling, or cause matenal financial losses

5) Raw matenals

The Partnership depends upon the availability, quaiity and cost of raw matenals from around the world, which
exposes it to price and supply fluctuation Key items such as cocoa, milk, sweeteners, packaging maternials and
energy are subject to potentally significant fluctuations While measures are taken to protect agamnst the short-
term impact of these fluctuations, there can be no assurance that any shortfalls will be recovered A failure to
recover higher costs or shortfalls in availability or quality could decrease the profitability of the Partnership

6) Role of food in public health

Many countries face rising obesity levels due to an imbalance between energy consumed via food and expended
through activity The reasons for the changes in society and for some individuals having a greater inclination to
chesity are multifaceted and complex There are risks associated with the passibility of government action
against the food mdustry, such as levying addiional taxes on or restricting the advertising of certain product
types This could Increase the tax burden or make it harder for the Parnership to market products, reducing
sales and/or profits
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Outlook for 2007 and Future Prospects

The Directors expect a good year of revenue growth in 2007, supported by an active innovation programme  The
Partnership 18 making substantial mnvestment in orgamc growth apportunties in support of a number of large
nitratives, including

- The launch of Tndent gum into the UK, leveraging the strength of our existing distribution network, and
- Higher marketing and innovation investment in our UK business,

The recent new products faunches are expected to make significant contnbutions to the growth of the business The
Partnership has continued the programme of research and development for 1It's products and production methods
Basic research in the confectionery field 1s undertaken for the Partnership by a subsidiary of Cadbury Schweppes plc
The Directors regard investment in this area as a prerequisite for success in the medium to long term future

Post Balance Sheet Events
On 10 February 2007, a number of Easter egg lines were recalled as they did not carry the appropriate nut allergy
labeling The net cost to the Partnerstup after msurance 1s immatenal

On 25 June 2007, our mamn UK sugar confectionery factory in Sheffield was flooded due to the severe weather
condittons which affected much of the country This disrupted production for several weeks The net cost to the
Partnership after insurance 1s immatenal

On 28 September 2007, Cadbury Limited changed its name to Cadbury UK Limited.

Investments
Dunng the year, the Partnership was party to no capital transactions

Results and dividends
The profit on ordinary actvities for the financial year after taxation was £76,172,000 (2005 £134,328,000)

A distnbution of profits of £76,172,000 (2005 £134,328,000) has been made to the Partners in accordance with the
terms of the Partnership Agreement

Provision of information to auditors

Each of the persons whao 1s a director at the date of approval of this report confirms that

(1) so far as the director 1s aware, there 1s no relevant audit information of which the Parinership’s auditors are
unaware, and

(2) the director has taken all the steps that he ought to have taken as a director in order to make himself aware of any
relevant audit information and to estabhish that the Partnership’s auditors are aware of that information

This confirmation i1s given and shouid be interpreted in accordance with the provisions of s2342A of the Companies
Act 1985

Fixed Assets
in the opimon of the directors there 1s no matenal difference between the book and the current open market value of
interests In land and buildings
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Disabled Employees

Although they are employed by Cadbury Trebor Bassett Services Limited, the Partnership bears the cost of
employment of a number of people who are disabled, not all of whom are formally registered disabled persons in
UK terms [f an employee becomes disabled it 1s standard practice, 1n all but the most extreme circumstances,
to offer an alternative job and provide retraining where necessary

Employee involvement

The policy of infarming and cansulting with employees has continued by means of regular newsletters and employees
are encouraged to present their views and suggestions in respect of the Partnership's performance Employees are
also eligible to participate in the Cadbury Schweppes plc Savings-Related Share Option Scheme, with options to
purchase shares in the ultimate holding company after a penod of regular savings as defined under the terms of the
scheme

Financial Instruments
The Partnership 1s exposed to market nsks ansing from its business

a) Liquidity nsk
The Partnership achieves certainty of funding by operating a flexible borrowing mechanism with Cadbury Schweppes
plc

Cadbury Schweppes plc seeks to achieve a balance between certainty of funding and =z flexible, cost-effective
borrowings structure  Consequently the policy seeks to ensure that all projected net borrowing needs are covered by
committed facilties

b) Interest rate nsk
The Partnership has an exposure to interest rate fluctuations on its borrowings with Cadbury Schweppes plc and on
certain finance leases

¢) Currency nsk

The Parinership has transactonal currency exposures ansing from its international trade Through Cadbury
Schweppes plc, the Partnership makes use of the forward foreign exchange markets to manage its exposures
Cadbury Schweppes pic's policy 1s to take forward cover for all forecasted recelpts and payments for as far ahead as
the pncing structures are commuited, subject to a mimimum of three months' cover

d) Credit nsk

The Partnership’s trade receivables are concentrated with a small number of large customers, however management
beheve that credit nsk 1s imited as these customers have high credit ratings Management therefore believe that
there 15 no further credit nsk provision require in excess of normal provision for doubtful recevables

e} Commodity risk

The Partnership has commodity movement exposures ansing from its intemational trade  Through Cadbury
Schweppes plc, the Partnership makes use of derivative contracts for cocoa in order to provide a stable cost
base for marketing finished products




CADBURY TREBOR BASSETT

Report of the Management Committee (continued)
For the 52 weeks ended 31 December 2006

Charitable and Political Contributions
Dunng the year, the Partnership made chantable contnbutions of £232,000 (2005 £441,000) The Partnership made
no poltical contributtons dunng the year (2005 £mil)

Auditors

The Partners have appointed Deloitte & Touche LLP to undertake an audit of the Partnership Financial Statements
and prepare an Auditor's report thereon Deloitte & Touche LLP will continue as auditors until such time as the
Partners dispense with their services

Principfe Office
Hertford Place
Denham Way
Maple Cross
Hertfordshire
wD3 gxB

By order of the Management Committee,

T Bond
Managing Director

29 October 2007




CADBURY TREBOR BASSETT

Statement of Management Committees’ Responsibilities in Relation to Financial Statements
For the 52 weeks ended 31 December 2006

The Management Committee are required by the Partnership and Unlimited Companies (Accounts) Regulations 1993
to prepare financial statements for each financial year which give a true and farr view of the state of affairs of the
Partnership as at the end of the financral year, and of the profit or loss for the financial year The Management
Commuttee accept that they have a responsibility for prepanng the financial statements in accordance with applicable
accounting standards and the provisions of the Companies Act 1985 (“the Act”) which would have applied if the
financial statements were statutory financial statements

After making enquines, the Management Committee has a reasonable expectation that the Partnership has adequate
resources to continue in operational existence for the foreseeable future  For this reason, they continue to adopt the
going concern basis in preparing the financial statements

The Management Committee consider that in prepanng the financial statements the Partnership has used appropriate
accounting policies, as set out in note 1 to the financial statements, that have been consistently appled and
supported by reasonable and prudent judgements and estimates  All accounting standards that the Partners consider
apphcable have been followed, subject to any materal departures disclosed and explained in the financial statements

The Management Committee has responsibility for ensuring that the Partnership keeps accounting records which
disclose with reasonable accuracy at any time the financial position of the Partnership, and which enable them to
ensure that the financial statements comply with the Partnership and Unlinited Companies {Accounts) Regulations
1993 The Partners have general responsibilities for taking such steps as are reasonably open to them to safeguard
the assets of the Partnership and to prevent and detect fraud and other wregularibes.




Auditors’ report

Independent Auditors’ Report to the Members of Cadbury Trebor Bassett

We have audited the financial statements of Cadbury Trebor Bassett for the year ended 31 December 2006 which
compnse the Profit and Loss Account, the Balance Sheet, and the related notes 1 to 28 These financial statements
have been prepared under the accounting policies set out therein

This report is made solely to the Partnership’s Partners, as a body, in accordance with section 235 of the Compantes
Act 1985 Our audit work has been undertaken so that we might state to the Partnerships Partners those matters we
are required to state to them in an auditors' 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 Partnership and the Partnership’s Pariners as a body,
for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of Partners and auditors

The Partners responsibiites for prepanng the financial statements in accordance with applicable law and United
Kingdom Accounting Standards {(United Kingdom Generally Accepted Accounting Practice) are set out in the
Statement of Management Committee responsibilites

Our responsibility 1s to audit the financial statements in accordance with relevant legal and regulatory requirements
and Intemational Standards on Auditing (UK and Irefand}

We report to you our opinilon as {o whether the financial statements give a true and far view and are properly
prepared in accordance with the Companies Act 1985 We also report to you whether th our option the information
given in the Report of the Management Commitiee 1s consistent with the financial statements

In addition we report to you if, in our optnion, the Partnership has not kept proper accounting records, !f we have not
received all the information and explanations we require for our audit, or if information specified by law regarding
Management Commuittee’ remuneration and other transactions 1s not disclosed

We read the Management Commuttee report and consider the implications for our report if we become aware of any
apparent misstatements within it

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) 1ssued by the
Auditng Practices Board An audit Includes examination, on a test basis, of evidence relevant to the amounts and
disclosures in the financial statements It also includes an assessment of the significant estimates and judgments
made by the Management Committee in the preparation of the financial statements, and of whether the accounting
policies are appropnate to the Partnership’s circumstances, consistently applied and adequately disclosed

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




Auditors’ report
Opinion

In our opinion

the financial statements give a true and farr view, in accordance with United Kingdom Generally Accepted

Accounting Practice, of the state of the Partnership's affarrs as at 31 December 2008 and of its results for the
year then ended,

» the financial statements have been properly prepared in accordance with the Companies Act 1985, and

the information given in the Report of the Management Committee 15 consistent with the financial statements

Dl s Tondee WP

Delottte & Touche LLP 29 October 2007
Chartered Accountants and Registered Auditors
Birmingham, UK
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CADBURY TREBOR BASSETT

Profit and loss account
For the 52 weeks ended 31 December 2006

Notes 2006

£'000

Tumover 4 1,132,076
Cost of Sales (760,174)

Gross Profit 371,902
Net operating expenses 5 (307,317)

Operating profit 64,585

Profit on disposal of fixed assets 8 19,471

Profit before interest 84,056

Interest recervable and similar income 6 3.257
Interest payable and similar charges 7 {11,141)

Profit available for distribution 8 76,172
Distribution of profit to partners 12 {76,172)

Result for the financial year -

2005
({restated -
sea Note 21)

£'000
1,138,709
{744,119)
394,590
(256,087)
438,503

138,503
5,647
(9,822)

134,328
(134,328)

There are no recognised gains or losses m either year other than the retained profit for each year and therefore no

statement of total recognised gains and losses is required

All operations of the Company continued throughout both years

There is no matenal difference between the result as disclosed In the profit and loss account and the result on a

hustonical cost basis

The accompanying notes form an integral part of this Profit and loss account

11




CADBURY TREBOR BASSETT

Balance sheet
As at 31 December 2006

Fixed assets
Intangible fixed assets
Tangible fixed 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 liabllities

Creditors amounts faling due after one year

Provisions for labilities and charges

Net assets

Capital and reserves
Partners’ capital

Partnership funds

The accompanying notes form an integral part of this Balance Sheet

Signed on behalf of the Partnership

T Bond
Managing Director

29 October 2007

D Harding-Smith
Finance Director

12
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13
14

18
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17

18
19

21

2006
£000

75,257
330,268

405,525

145,944
266,281
4,974

417,199
(353,802)

63,397
468,922

(21,697)
(6.379)

440,846

440,846
440,846

2005
£'000

75,137
310,303

385,440

176,493
226,366
49,536

452,395
(358,330)

94,065

479,505

(41,080)
(3,733)

434,692

434,692

434,692




CADBURY TREBOR BASSETT

Notes to the Financial Statements (continued)

1 Accounting policles

The pnncipal accounting policies are summansed below They have been applied consistently throughout the year
and the preceding year, except for where changes have been made to previous policies on the adoption of new
accounting standards duning the year

a) Accounting convention
The financial statements are prepared under the tustoncal cost convention and in accordance with applicable United
Kingdom law and accounting standards

The Partnership has apphed the requirements of FRS 20 ‘Share-Based Payments’ in accordance with the
transitional provisions, FRS 20 has been applied to all grants of equity instruments after 7 November 2002 that were
unvested as of 1 January 2006 The Partnership’s ultimate parent company (Cadbury Schweppes pic) 1ssues equity-
settled and cash-settled share-based payments to certamn employees Equity-settled share-based payments are
measured at farr value (excluding the effect of non market-based vesting conditions) at the date of grant The fair
value determined at the grant date of the equity-settled share-based payments 1s expensed on a straight-lne basis
over the vesting penod, based on the parent company's estimate of shares that will eventually vest and adjusted for
the effect of non market-based vesting condiions The adoption of this standard represents a change in accounting
policy and the comparative figures have been rastated accordingly Details of the effect of the pnor year adjustment
have been given in Notes 20 and 21

b} Partnership Agreement

On 17 July 2000, Cadbury Limited, Trebor Bassett Limited and The Lion Confectionery Company Limited entered into
a Partnership agreement and formed Cadbury Trebor Bassett Since that date, these Companies have traded
exclusively for, and on behalf of, the Partnership The terms of the Parinership agreement, affords the profits of the
Partnership to be distnbuted between the Partners in accordance with the wishes of the Management Committee

Under the terms of the Partnership agreement, the beneficial interest of all assets and habilities used in the business
of the Partners was transferred to the Partnership on 31 December 2000 Accordingly, these assets are now
disclosed in the financial statements of the Cadbury Trebor Bassett Partnership

These financial staternents should be read in conjunction with the financial statements of the Partners

c) Foreign Currency
Transactions denominated in foreign currencres are translated into sterfing at the actual rate prevailing at the date of
the transaction Monetary assets and habilbes denominated tn foreign cumencies at the year end are translated at

the middle market rates at the balance sheet date Any exchange differences are taken to the profit and loss account
as they anse

d) Sales

This represents the invotced value of sales (net of rade discounts, sales incentives, upfront payments, slotting fees
and other non-discretionary payments) and royalties, excluding value added tax and sales taxes Revenue Is
recognised when persuasive evidence of an arrangement with a custemer exists, delivery has occurred, the price 1s
fixed or determinabie and collection of the amount due I1s reasonably assured

13




CADBURY TREBOR BASSETT

Notes to the Financial Statements (continued)

1 Accounting policies {continued)
e) Research and development
Expenditure on research and development 1 charged to the profit and loss account as incurred

f) Goodwill and intangible Fixed Assels
Purchased goodwill 1s capitalised in the year tn which it anses and amortised over Its useful economic life up to a
maximum of 20 years.

g} Tangible Fixed Assets
Depreciation s charged (excluding freehold land and assets in course of construction) so as to write off the cost of
assets to therr residual value, over their expected useful lives usig the straight-ine method The principal rates are

as follows

Freehold land and buidings 25%

Plant and Machmery
Plant and machinery 7%-10%
Office equipment 10%-20%
Computer hardware and hardware 12 5%-33%

Land 1s not depreciated

Assets in the course of construction are not depreciated until they are available for use An asset s considered to be
avallable for use when it 1s In the location and condition necessary for it to be capable of operating in the manner
intended by management Once constructed and ready for use assets are transferred from assets in the course of
construction to the appropnate asset category

The transitional rules of Financial Reporting Standard No 15 have been adopted, which allow the Partnership to
maintain the carrying values of the revalued assets (post 1994) at therr modified cost

h} Fixed Assets Held under Leases

Where assets are financed by leasing arrangements that give rights approximating to ownership (finance leases'), the
assels are treated as if they had been purchased outright and the corresponding liability to the leasing company 1s
included as obligations under finance leases Depreciation on leased assets is charged to the profit and loss account
on the same basis as shown above Leasing payments are treated as consisting of capital and interest elements, and
the Interest 1s charged to the profit and loss account

All other leases are 'operating leases' and the relevant annual rentals are charged wholly to the profit and loss
account in the year in which they are incurred

1) Stocks and Work in Progress
Stocks and work In progress are valued at the lower of cost and estimated net realisable value Cost I1s
purchase price, or production cost in the case of the products manufactured by the Partnership Production cost
consists of direct matenal and labour costs together with a reasonable proportion of factory overheads, including
depreciation, on the basis of normal levels of activity Prowision 1s made for obsolete, siow moving or defective
items where appropniate

14




CADBURY TREBOR BASSETT

Notes to the Financial Statements (continued)

1 Accounting policies (continued)

J) Cash flow statement

In accordance with the provision of Financial Reparting Standard No 1, the Parinership has not prepared a cash flow
statement because its ultmate parent company, Cadbury Schweppes plc, which is incorporated in Great Bntain and
registered in England and Wales, has prepared consolidated financial statements which include the financial
statements of the Company for the penod and which are publicly available

k) Pension Costs and Other Post Retirement Benefits
The Partnership accounts for pensions and post retirement benefits in accordance with FRS 17

The Partnership participates in the Group's defined benefit retrement schemes The Partnership 1s unable to
identify its share of the assets and hiabities n the scheme on a consistent and reasonable basis Therefore the
company has applied the provisions of FRS 17 to account for defined benefit schemes as If they were defined
contribution schemes and recognises only the contributions payable each year.

B Financial instruments
The Partnership uses denvative financial instruments to reduce exposure to foreign exchange nsk and interest rate
movements The Partnership does not hold or 1ssue dervative financial iInstruments for speculative purposes

To qualify as a hedge, a financial instrument must be related to actual assets or labiliies or to a firm commitment or
anticipated transacton Gains and losses on hedges of existing assets or habiihes are included in the canying
amounts of those assets or liabiliies and are ultimately recogrused in the profit and loss account as part of those
carrying amounts  Gains and losses on qualfying hedges of firm commitments or anticipated fransactions are also
deferred and are recognised in the profit and loss account or as adjustments of carrying amounts when the hedged
transaction oceurs.

Gains and iosses on financial instruments that do not qualify as hedges are recogrused as other income or expense
If a financial Instrument ceases to be a hedge, for example because the underlying hedged position ts eliminated, the
rstrument 1s marked to market and any gamns or fosses are recognised as other income or expense

m) Govemment Grants

Revenue grants are credited to the profit and loss account Capital grants are amortised over the estimated lives of
the qualifying assets

2 Annual Financial Statements
The profit and loss accounts cover the 52 weeks from 2 Janvary 2006 to 31 December 2006 and the balance sheets
for 2006 and 2005 have beer drawn up at 31 December 2006 and 1 January 2006 respectively

3 Ultimate Parent Company

The Partnership’s ulhimate parent company 1s Cadbury Schweppes plc, a company registered in England and Wales
The results of the Partnership have been conschdated nto the Group Financial statements Copies of the Group
Financial statements of Cadbury Schweppes plc are available from 25 Berkeley Square, London, W1J 6HB
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CADBURY TREBOR BASSETT

Notes to the Financial Statements (continued)

4 Turnover and Operating Profit
Turnover and profits principally arose from the manufacture, marketing and sale of confectionery products within the
United Kingdoem, and entirely from the Partnership’s continuing operations

5 Net Operating Expenses

2006 2005

{restated —
see Note 21)

£000 £'000

Distribution costs, including marketing 171,511 167,347
Administrative expenses 135,806 88,740
307,317 256,087

Administrative expenses above Include £15,916,000 (2005 £2,663,000) in respect of the cost of business
reconfiguration and rationalisation These costs are not fundamental restructuring costs as defined in Financial
Reporting Standard No 3 “Reporting Financial Reperting”

On 23 June 2006, we recalled seven of our Cadbury branded product lines The net direct costs of the recall
amounted to £28 millon This compnsed £5 million relating to customer returns, £10 mition cost of stock destroyed,
£17 million of remediation costs and £5 mullion of increased media spend, offset by a £9 million insurance recovery

6 Interest receivable and similar income

2006 2005
£000 £'000
Interest receivable on external loans and deposits 66 29
Interest receivable on inter-company loans 3,191 5,618
_3,257 5,647

7 Interest payable and similar charges
2006 2005
£'000 £'000
Interest payable on overdrafts and bank loans 646 26
Finance lease interest 2,749 4,155
Interest payable on inter-company loans 7.746 5,641
11,141 9,822

16




CADBURY TREBOR BASSETT

Notes to the Financial Statements {continued)

8 Profit available for distribution
Profit available for distnbution 1s stated after charging

2006 2005

£'000 £'000

Depreciation on owned assels 29,141 27,367

Depreciation on assets held under finance leases 10,552 10,552

Amortisation of goodwill 4,053 4,386

Operating lease rentals - plant & machinery 4,815 6,057

- other 5,039 3,133

Auditors’ remuneration - audit fees 391 222
(Profit) on disposal of fixed assets - within operating profit {17 (625)

- within exceptional items (12.471) -

Research and development expenditure 5,038 5,306

Total profit on disposal within exceplional tems includes a profit from the sale and leaseback of the Minworth
Distnbution Centre (£16,556,000) and a profit on disposal of the Pastey Distribution Centre (£2,915,000)

9 Pension Arrangements
The Company 1s a member of the Cadbury Schweppes plc group of companies, which operates group pension
schemes for its UK subsidianes The major scheme s the Cadbury Schweppes plc Pension Fund

The UK pension plans are administered and funded on a Group basis, with contnbutions fixed based on the position
of the overall fund It s not possible to calculate the company’s share of the habilites and consequently, the
Partnership has accounted for its contributions to the scheme as if it were a defined contribution scheme

The total pension cost of the partnership, bome on behalf of the pariners, was £47,740,000 {2005 £26,900,000),
which, together with the pension costs of other subsidianes in the group schemes, was assessed by qualified
actuanes based on the latest actuarial assessment.

This information has been calculated using the measurement principles of IAS 19 which are matenally the same as
the measurement principles of FRS 17

At the year end, under IAS 19, the group defined benefit pension schemes had a deficit of £204m, of which £16m
related to UK pension obligations At 1 January 2008, the group defined benefit pension schemes, under IAS 19 had
a deficit of £369m, of which £168m related to UK pension obligations

2006 Rate of Market Value
Return (%) (Em)
Equities 825 946
Bonds 475 763
Property 750 183
Other 525 86
1,978
Present value of scheme liabilities (1,994)
Deficit in the scheme {16)
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CADBURY TREBOR BASSETT

Notes to the Financial Statements (continued)

9 Penslon Arrangements {continued)

2005 Rate of Market Value
Return (%) {Em)
Equities 77 1,107
Bonds 44 449
Property 63 148
Other 42 58
1,762
Present value of scheme liabilities (1,930)
Deficit in the scheme (168)
2004 Rate of Market Value
Return (%) (Em)
Equities 80 965
Bonds 48 376
Property 67 110
Other 40 14
1,465
Present value of scheme liabilities (1,703)
Deficit in the scheme before deferred tax (238)
Notional deferred tax asset 71
Net habthty {167)
The figures above were calculated on the basis of the following assumptions
°/0 o/b 0/0
2006 2005 2004
Rate of increase In salanes 45 42 45
Rate of increase n pensions in payment 30 27 27
Rate of increase for deferred pensioners 30 27 27
Discount rate for scheme habilities 510 475 53
Inflation 30 27 27

Further details of the latest actuanial valuation can be found In the Report & Accounts of Cadbury Schweppas plc
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CADBURY TREBOR BASSETT

Notes to the Financial Statements (continued)

10 Employees and Emoluments

Since the formation of the Partnership on 17 July 2000, employee emoluments were borne by the Partnership
although all employees remained employed by the partners  On 6 Apnl 2002 the employment of all employees was
transferred to Cadbury Trebor Bassett Services Limited, a fellow group undertaking

The average number of employees employed by Cadbury Trebor Bassett Services Limited, on behalf of the
Partnership was

2006 2005
Production 3,866 4,223
Distribution, selling and marketing 1.550 1,212
Admirustration 512 875
5,928 6,310

Employees' emoluments compnsed
2008 2005
£'000 £7000
Wages and salanes 184,620 167,502
Social Secunty costs 15,169 15,257
Other pension costs 47,740 26,900
247,549 209,659

Employments costs in 2006 include £30 8m (2005 £12 5m) additional penston funding and £9 1m (2005 £18m)
redundancy costs

11 Taxation on profit available for distribution

The Partnership 1s not subject to UK Corporation Tax Tax on the Partnership profits 1s accounted for in the relevant
Partners’ financial statements
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CADBURY TREBOR BASSETT

Notes to the Financial Statements (continued)

12 Distribution to Partners

2006 2005
(restated —
see Note 21)
£'000 £'000
Distnbution of profit before interest to the Partners
Cadbury Limited 69,891 115,164
Trebor Bassett Limited 13,741 22,641
The Lion Confectionery Company Limited 424 698
84,056 138,503
Distnbution of net interest expense available for distnbution to the Partners
Cadbury Limited (6,555) (3,472)
Trebor Bassett Limited {1.289) (682)
The Lion Confectionery Company Limited (40) (21)
(7,884) (4,175}
76,172 134,328

The profit before interest and net interest expense of the Partnership has been distnbuted back to the Partners in
accordance with the wishes of the Management Committee

13 Intangible Fixed Assets - Goodwill and Intellectual Property

Goodwill Intellectual Total
Property
£'000 £000 £'000
Cost
At 1 January 2006 89,169 - 89,169
Additions - 4,173 4173
At 31 December 2006 89,169 4,173 93,342
Accumulated Amortisation
At 1 January 2006 14,032 - 14,032
Charge for the year 4,000 53 4,053
At 31 December 2006 18,032 53 18,085
Net Book Value
At 31 December 2006 71,137 4,120 75,257
At 1 January 2006 75,137 - 75,137

Dunng the year, the Partnership purchased Intellectual property nights from a fellow Group company
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Notes to the Financial Statements (continued)

14 Tangible Fixed Assets

Cost or Valuation

At 1 January 2006

Additions

Transfers from Group companies
Disposals

At 31 December 2006

At professional valuation
At cost

Accumulated Depreciation
At 1 January 2006

Charge for the year
Disposals

At 31 December 2006

Net Book Value
At 31 December 2006

At 1 January 2006

CADBURY TREBOR BASSETT

Freehold Plant & Assets in Total
land & machinery coursea of
buildings construction
£000 £000 £000 £000
100,866 610,566 57,913 769,345
3,195 38,906 31,338 73,440
- 3,004 - 3,004
(18,637) (8,808) {770) {28,215)
85,424 643,668 88,482 817,574
68,801 - - 68,801
16,623 643,668 88,482 748,773
85,424 643,668 88,482 817,574
{18,745) {440,297) - {459,042)
(2,225) (37.468) - {39,693)
3,592 7,837 - 11,429
(17,378} (469,928) - (487,306)
68,046 173,740 88,482 330,268
82,121 170,269 57,913 310,303

Freehold land and builldings include land of £186,328,000 (2005 £21,858,000), which has not been depreciated

Plant and machinery includes vehicles and fixtures and fitings  Assets in course of construction include payments on

account

As described in the accounting palicies, the Partnershup as taken advantage of the tansitonal rules of Financial
Reporting Standard No 15 Certain Partnership properties were revalued to £70,710,000, on an open-market basis
by Fuller Pesser as at 20 September 1995, and the revised valuations have been mcorporated in the financial

statements of the Partners from 30 December 1995

If the revalued assets were stated on an histoncal cost basis the amounts would be as follows

Land and bulldings at cost

Accumulated deprectation at 1 January 2006

Charge for the year

21

2006
£'000
59,228

{18.258)
(1,184)

39,786

2005

£'000

59,228
(17,074)
(1,184)

40,970




CADBURY TREBOR BASSETT

Nates to the Financial Statements (continued)

14 Tanglble Fixed Assets (continued)
Finance Leases

Included in fixed assets are

Plant and machinery under finance leases
Less accumulated depreciation

15 Stocks

Raw matenals and consumables
Work In progress
Finished goods and goods for resale

Thera 1s no matenal difference between the balance sheet value of stocks and therr replacement cost

16 Debtors

Trade debtors

Amounts owed by fellow subsidiary undertakings
Other debtors

Prepayments and accrued income

17 Creditors: amounts falling due within one year

Current obligation under finance leases

Trade creditors

Amounts owed to Cadbury Schweppes plc
Amounts owed to fellow subsidiary undertakings
Other taxes and social secunty costs

Other creditors

Accruals and deferred income

Amounts owed to Cadbury Schweppes plc are non-interest beaning Within amounts owed to fellow subsidiary
undertakings 1s £92 8 million which bears interest at market rates

22

2006
£000
209,333
(174,321)

35,012

2006
£'000
24,548
23,909
97,487

145,944

2006
£'000
125,229
118,531
10,086
12,435

266,281

2006
£'000
19,778
73,731
9,322
100,625
43,422
77,971
28,953

353,802

2005

£'000

211,376
(165,177)

46,199

2005
£'000
23,567
33,297
119,629

176,493

2005
£'000
136,139
73,404
3,909
12,914

226,366

2005
£000
198,154
78,641
7,277
103,076
42,511
91,451
16,220

358,330




CADBURY TREBOR BASSETT

Notes to the Financial Statements (continued)

18 Creditors: amounts falling due after more than one year

2006 2005

£'000 £'000

Obligations under finance leases 21,688 40,964
Government grants 109 116
21,697 41,080

19 Provisions for liabilities and charges
Penston Reconfiguration Total
provision provision

£'000 £'000 £'000

At 1 January 2006 - 3,733 3,733
Charged during the year 30,750 15,916 46,666
Utihsed durning the year (30,750) {13,270) {44,020)
At 31 December 2006 - 6,379 6,379

The reconfiguration provision includes a provision of £4,473,000 (2005 £3,051,000) for redundancy costs These
provisions will be used within one year

20 Share-based Payments

Certain employees of the Partnership receive share awards which are settled using the equity of the ultmate parent
company, Cadbury Schweppes plc The Partnership recognised total expenses of £3m (2005 £2 9m) related to
these equity-settled share-based payment transactions dunng the year

Cadbury Schweppes plc has a number of share option plans that are available to certain senior employees of the
company the Bonus Share Retention Plan (BSRP) and the Discretionary Share Option Plan (DSOP) Cadbury
Schweppes plc also has a UK share option scheme for all employees of the Partnership Options are normally
forfeited if the employee leaves Cadbury Schweppes plc before the options vest Cadbury Schweppes plc also has
an intemational Share Award Plan (ISAP) which 1s used to reward exceptional perfarmance amongst employees

An expense 18 recognised for the fair value at the date of grant of the estimated number of shares that will be awarded
to settie the options over the vesting period of each scheme The fair value 1s measured using the valuation
technique that 1s considered to be the most appropniate to value each class of award these include Binomial models
and Black-Scholes calculations These valuations take into account factors such as non-transferability, exercise
restrictons and behavioural considerations  Key fair value and other assumptions are detailed below
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CADBURY TREBOR BASSETT

Notes to the Financial Statements {continued)

20 Share-based Payments (continued)

Schemes granted in 2006

BSRP ISAP Sharesave
Expected volatility (1) nfa na 22%,
Expected life Jyrs 1-3yrs  Vesting+5 months
Risk free rate 45% 4 2%-4 9% 4 6%-4 8%
Expected dvdend yield 25% 23%-2 5% 23%
Fair value per award (% of share pnce at date of grant) 185 2% (2} 93 0%-99 3% 23 B%-33 5%
Possibility of ceasing employment before vesting - - 12%-35%
Expectatons of meeting performance critena 40% nfa nla
No grants were made under the DSOP in 2006
Schemes granted in 2005
BSRP DSOP {SAP Sharesave
Expected volathty (1) n/a 22% nfa 22%
Expected life Iyrs {3) 1-3yrs  Vesting+5 months
Risk free rate 4 5% 4 8% 4 2%-4 9% 46%4 8%
Expected dividend vield 25% 30% 2 3%-2 5% 2 3%
Falr value per award (% of share price at date of grant) 185 2% (2) 23 0% 93 0%-99 3% 23 8%-33 5%
Possibllity of ceasing employment before vesting - 14% - 12%-35%
Expectations of meeting performance cntena 40% 85% nfa n/a

1) Expected volafiily was defermined by calculating the Mistorcal volatity of Cadbury Schweppes pic’s share price over the
previous three years

2) Fair value of BSRP includes 100% of the maiching shares available

3) The fair value calculation of a discrefionary share opfion usas an expacted life to the point of expected exercise This is
datermined through analysis of histoncal evidence exercise pafterns of opflon holdars

The BSRP resulted in a charge of £0 4m in 2006 (2005 £0 3m) DSOP and share save plans resulted in a charge of
£2 6m in 2006 (2005 £2 5m)

2006 Details of the share option plans are as follows.

Balance Weighted  Welghted Exercisable at Weighted
outstanding Granted Exercised Cancelled Balance Exercise average average year end average

at the outstanding price for exerclse contractual exearcise
beginning atthe end of options price of life in price of

of year the year {(n£s) options month of options {Iin

(in £2) (1) options £s) (il

a 11,211,699 1,649,651 2,163,012 512,009 10,180,239 3 14-4 47 75 as - -
b 2,609,875 - 402,651 4,336 2,202,888 297483 429 61 2,174,423 429
1,497,500 - - 27,000 1,470,500 4 39-526 479 95 - -

24




CADBURY TREBOR BASSETT

Notes to the Financial Statements (continued)

20 Share-based Payments (continued)

2005: Details of the share option plans are as follows’

Balance Weighted Welghted Exerclisable Waeighted
outstanding Granted Exercised Cancelled Balance Exercise average average atyearend average

at the outstanding price for exercise contractual axercise

beginning attheendof options price of life In price of

of year the year {in€s) options month of options

(In £s} () options (In £5) (ii)

a 12,481,668 1,801,581 2,557,924 513,626 11,211,699 235352 328 29 342,774 244
b 3,548,399 - 783,791 154,733 2,609,875 242-422 4 20 62 1,653,623 458
848,643 659,349 - 10,492 1,497,500 4 39-569 478 20 -

a) Savings-Related Share Option Scheme for employees approved by shareholders in May 1982 These options
are normally exercisable within a penod not later than 6 months after the repayment date of the relevant “Save As
You Eam” contracts which are for a term of 3, 5 or 7 years
b) Share Option Plan for Directors, senior executives and sentor managers approved by shareholders in May 1994

¢) Share Option Plan for eligible execulives (previously called the Cadbury Schweppes Share Options Plan 1994, as

amended at the 2004 AGM)

(1) Weighted average exarcise price of options outstanding at the end of the year (In £s)
(1) Weighted average exercise price of options currently exercisable at year end (in £s)

21 Partners’ Capital

At 2 January 2006
Prior year adjustment — FRS 20
Credit to Equity for Share-Based Payments

At 2 January 2006 (restated)

Profit for the year

Distnbution of profit to the Partners

Credit to Equity for Share-Based Payments
Transferred to the Partners

At 31 December 2006

Cadbury Trebor The Lion
Limited Bassett Confectionery
Limited Company
£'000 £'000 £'000
138,700 288,174 7,818
(2,091) (411) (13)
2,091 411 13
138,700 288,174 7.818
63,336 12,452 384
{63,336) {12,452) (384)
2,199 433 13
2,511 874 126
143,409 289,481 7,957

Total

£'000
434,692
(2,515)
2,515

434,692
76,172
(76,172)
2,644
3,510

440,846

The Partners have transferred certain assets and liabiiities to the Partnership in exchange for an interest n the

Partnership

Prior Year Adjustment

The pnor year adjustment relates to the implementation of FRS 20 The adoption of FRS 20 has resulted in the
recognition of an expense of £2,515,000 in relation to share-based payments and a corresponding recognition of a
capital contnbutron by Cadbury Schweppes plc in reserves
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22 Commitments for Capital Expenditure

2006 2005
£'000 £'000
Commitments for capital expenditure are as follows
Contracted for but not provided in the financial statements 4,264 4,501
23 Commitments under Finance Leases
2006 2005
£'000 £'000
Within one year 19,778 19,154
One to two years 20,362 19,375
Two to five years 734 20,648
More than five years 492 841
41,366 60,118

24 Commitments under Operating Leases
Dunng the next year, the Partnership 1s contracted to make payments under operating leases, which mature as

follows
2006 2005
Land and Other Land and Other
Bulldings Buildings
£'000 £'000 £'000 £'000
Expiry Date
Within one year - 2 242 1
Two to five years a7 4,840 - 6,066
More than five years 7,059 - 4,536 -
7,156 4,842 4,778 6,067

25 Contingent Liabilitles
Guarantees have been given to the Partnership's bankers totalling £3,216,000 {2005 £3,200,000)

26 Related Party Transactions

The Partnership has taken advantage of the exemption under the rules of Financial Reporing Standard No 8 —
‘Related party disclosures’ not to disclose related party transactions with other Cadbury Schweppes plc group
companies as over 0% of the voting nghts of the Partners are controlled by the ulttmate parent company, Cadbury
Schweppes plc, and the consolidated financial statements of the ultimate parent company are publicly avatlable.
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27 Post Balance Sheet Events
On 10 February 2007, a number of Easter egg lines were recalled as they did not carry the appropnate nut allergy
labelling The net cost to the Partnership after insurance is immaterial

On 25 June 2007, our main UK sugar confectionery factory in Sheffield was flooded due to the severe weather
conditions which affected much of the country This disrupted production for several weeks The net cost to the
Partnership after insurance I1s immatenal

On 28 September 2007, Cadbury Limited changed its name to Cadbury UK Limited

28 Treasury Risk Management

The principal actvity of the Partnership 15 the manufacture, marketing and sale of chocolate and sugar
confectionery products to wholesale and retail outlets in the UK The Company's financial instruments comprise
borrowings, leans, cash, other debtors and other creditors No trading in financial instruments was undertaken
by the Partnership during the period under review

The main nisks ansing from the Partnership’s financial instruments are liquidity risk, interest rate nisk, currency
nsk and credit nsk Detalls of treasury rsk management are cutlined in the Report of the Management
Committee
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