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Chaucer Foods Limited

Directors’ report

The directors present their report and the financial statements for the 9 month peniod ended 31 December
2007

Results and dividends

The profit for the penod, after taxation, amounted to £8,640,000 (Year to March 2007 loss of £3,132,000)
No dividend 1s recommended

Principal activities and review of business developments

The principal actuvity of the Company during the period was the manufacture of a range of bread related
preducts and the freeze drying of fresh fruit products for sale to customers

Year ended 31 December 2007 was a difficult year The freeze-dried market remains lhighly competitive
with continued price pressures from customers as well as significant upward pressure in raw material
costs

The UK bread business remained stable Further growth 1n this mature market 1s expected to come from
new snack based products

The directors are pleased with the results in the year and are cautiously optimistic about the future

Principal risks and uncertainties

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

Although at present there are no immed:ate risks considered likely to have a sigmficant impact on the
short or long term value of the group, the principal risks and uncertainties faced by the Company, 1n line
with the rest of the food manufacturing sector, are customer retention, raw material supply, food quality
and hygiene, marguns, profitability and competition

Key performance indicators
The company’s key performance indicators and their performance during the period were as follows

9 months ended  Year ended
31 December 3! March

2007 2007

£000 £000
Turnover 22,014 25,795
Operating loss before exceptional items (1,189) (1,663)
Profit/ (loss) for the financial period 8.640 (3.132)
Shareholders’ funds 11,471 2,831

Research and development activities

Product improvement and development remains tmportant 1n order to satisfy customer and market
demands and 15 an integral part of the Group’s marketung strategy




Chaucer Foods Limited

Directors’ report

Financial instruments

Financial instruments are managed at Group level The Group manages 1ts interest rate exposure through
interest swaps

The Group manages ts foreign exchange risk through maintaining as far as possible a balanced portfoho
of currencies  Due to the global nature of the Group, there is a sigmficant degree of natural hedging
ansing from normal trading operations Forward foreign exchange swaps are arranged where there are
recogmised imbalances in future currency flows The Group does not engage 1n foreign currency
speculation The company's accounting policy for foreign currencies 15 set out i note 1 to the accounts

The Group has policies to manage price, credit, hquidity and cash flow nsk  Price and credit nisk are
managed by contracts with customers and supphiers The group aims to nutigate liquidity risk by
managing cash generation within each operation Cash flow nisk 1s managed by the use of foreign
exchange and interest denvatives as explained above

Directors
The directors who served during the year were

P N G Snuth

K Lovett

P Sibbald

K Smuth

P Townend (resigned 31 December 2007)
S Boyd {appointed 15 January 2008)

C Cartwright (appointed 15 January 2008)

Employee involvement and employment of disabled persons

Within the grounds of commercial confidentiahty, information 1s disseminated to all levels of staff about
matters that affect the progress of the group and are of nterest and concern to them as employees The
Company’s policy 1s to adopt an open management style, thereby encouraging informal consultation at all
levels about aspects of the Company’s operations Employment policies are designed to provide equal
opportunities irrespective of colour, ethnic or natural origin, nationality, sex, rehgion, marital or disabled
status Full consideration 1s given to applications for employment by and the continuing employment,
traiming and career development of disabled people
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Statement of directors' responsibilities in respect of the accounts

The dicectors are responsible for preparing the Annval Report and the financial statements m 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 ¢lected to prepare the financial statements m accordance with Unsted Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards and apphcable law)
The financial statements are required by law to give a tree and fair view of the state of affairs of the Group
and the Company and of the profit or loss of the Group for that period  In preparing those financial
statements, the directors are required to

s select surtable accounting policies and then apply them consistenily,

* make judgements and estimates that are reasonable and prudent,

»  state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explamed n the financial statements

Statement of dircctors’ responsibilities in respect of the accounts (continued)

The directors are responsible for keeping proper accounting records that disclose with reasonahle accuracy
at any time the financial position of the Group and the Company and to enable them 1o ensure that the
financial statements comply with the Companies Act 1985 They are also responsible for safeguarding the
assets of the group and company and hence for taking reasonable steps for the preventon and detecthion of
fraud and other trregularihies

The directors are responsible for the maintenance and integrity of the corporate and financial 1nformation
included on the company’s website Legislation the United Kingdom governing the preparation and
dissemmation of financial statement may differ from legislation i other jurisdictions

Auditors

In accordance with s385 of the Companies Act 1985, a resolution to re-appoint Ernst & Young LLP as the
Company’s audhitor will be put to the forthcoming Annual General Meeting

Dwrectors’ statement as to disclosure of information to auditors

The directors who were members of the board at the ime of approving the directors’ report are hsted on
page 1 Raving made enquiries of fellow directors and of the Company’s auditors, each of these directors
confirmations that

¢ To the best of each director’s knowledge and belief, there 1s no mformation relevant to the
preparation of thewr report of which the Company’s auditors are unaware, and

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

On behalf of the Board

PN G Smith
Dhrector

19 June 2008
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ndependent auditors’ report
to the members of Chaucer Foods Limited

We have audited the company’s financial statements for the 9 month period ended 31 December 2007
which comprise the Profit and Loss Account, the Balance Sheet, the Statement of Total Recognised Gains
and Losses and the related notes 1to 22 These financial statements have been prepared under the
accounting poelicies set out therein

This report 15 made solely to the company's members, as a body, 1n accordance with Section 235 of the
Companies Act 1985 Our audit work has been undertaken so that we might siate 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 other than the
company and the company's members as a bedy, for our audit work, for this report, or for the opinions we
have formed

Respective responsibihities of directors and auditors

The directors’ responsibilities for preparing the Annual Report and the financial statements in accordance
with apphicable United Kingdom law and Accounting Standards (United Kingdom Generally Accepted
Accounting Practice) are set out in the Statement of Directors’ Responsibilities

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

In addition we report to you 1f, in cur opinton, the company has not kept proper accounting records, 1f we
have not recerved ali the information and explanations we requure 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 1f we become aware of any
apparent misstatements within 1t

Basis of audit opimion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) 1ssued
by the Auditing Practices Board An audit includes examnation, on a test basis, of evidence relevant to
the amounts and disclosures 1n the financial statements [t also includes an assessment of the sigmficant
estimates and judgments made by the directors in the preparation of the financial statements, and of
whether the accounting policies are appropriate to the company's circumstances, consistently apphed and
adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary i order to provide us with sufficient evidence to give reasonable assurance that the
financial statements are free from material misstatement, whether caused by fraud or other irregulanty or
error In forming our opinion we also evaluated the overall adequacy of the presentation of information 1n
the financsal statements




ndependent auditors’ report

to the members of Chaucer Foods Limited
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Opinion

In our opinion

= the financial statements give a true and fair view, n accordance with Umited Kingdom
Generally Accepted Accounting Practice, of the state of the company's affairs as at 31
December 2007 and of 1ts profit for the period then ended,

= the financial statements have been properly prepared n accordance with the Companies Act
1985, and

= the mformation given in the directors' report 1s consistent with the financial statements

A
é/"-‘hi/;/_/—a

Ernst & Young LLP
Registered auditor

24 July 2008




Chaucer Foods Limited

Profit and loss account
for the period ended 31 December 2007

Turnover
Cost of sales

Gross profit

Dhstribution costs

Administrabive expenses

Exceptional items — onerous lease provision

Operating loss
Investment income — dividends from subsidiary companies
Interest payable and similar charges

Profit/ (loss) on ordinary activities before taxation
Taxation

Profit/ (loss) retained for the financial period

9 months ended Year ended

31 December 31 March
2007 2007
Notes £000 £000
2 22,014 25,795
(18,695) (22,532)
3,319 3,263
{1,400) (2,022)
(3,108) (2,904)
- (488)
3456 (1,189) (2,151)
10,691 -
7 (495) (852)
9,007 (3,003)
8 (367) (129)
8,640 (3,132)

Statement of total recognised gains and losses

for the period ended 31 December 2007

There were no recognised gains or losses other than the profit for the period ended 31 December 2007 of

£8,640,000 (year ended March 2007 — loss of £3,132,000)




Balance sheet
at 31 December 2007

Fived assets
Tangible fixed assets
Investments

Current assets

Stocks

Debtors

Cash at bank and in hand

Creditors amounts falling due within one year
Net current assets/ (lrabliities)

Total assets less current labilities
Provisions for liabifities and charges

Net assets

Capatal and reserves
Called up share capital
Profit and loss account

PN G Smith
Director

19 June 2008

31 December 37 March
2007 2007
Notes £000 £000
9 984 1,320
10 10,293 10,293
1,277 11,613
" 2453 2,946
12 10,996 3,462
1,505 5.961
T 14954 12,369
13 (13404)  (19,804)
1,550 (7.435)
12,827 4,178
14 (1,356) (1,347)
T e 2,831
s I 1
6 11,470 2,830
17 141 283




Chaucer Foods Limited

Notes to the financial statements
at 31 December 2007

Accounting policies
Basis of preparation of financial statements

The financial statements have been prepared under the historical cost convention and in accordance with
applicable accounting standards

The Company s 1tself a subsidiary company and 15 exempt from the requirement to prepare group
accounts by virtue of section 228 of the Companies Act 1985 These financial stalements therefore present
information about the company as an individual undertaking and not about its group

Certain comparatives in the profit and loss account have been reclassified 1n line with the current year

Cash flow statement

The directors have taken advantage of the exempuion in Financial Reporting Standard No ! (revised) from
includmg a cash flow statement 1n the financial statements on the groups that the company 1s a wholly
owned subsidiary and its parent prepares consolidated financial statements

Revenue recognition policy

The Company recognises revenue from sales of products at the fair value of consideration recetved upon
shipment or delivery, depending on when utle and nisk of loss are transferred under specific contractual
terms of each sale, which may vary from customer to customer

Research and development expenditure
Expenditure on research and development 1s charged to the profit and loss account in the year in which it
has occurred

Tangible fixed assets

Tangible fixed assets are stated at cost less deprecianon Deprectation 15 provided at rates calculated to
write off the cost of fixed assets, less their esumated residual value, over their expected useful lives on the
following bases

Freehold buildings 2% straight hne
Piant and equipment 5-15% straight line
Motor vehicles 25% straight hine

Freehold land 1s not depreciated

Finance leases and hire purchase

Assets acquired under finance leases or hire purchase are treated as tangible fixed assets and depreciation
1s provided accordingly The present value of future rentals 1s shown as a ability and the interest element
of rental obligations 1s charged to the profit and loss account over the period of the lease 1n proportion to
the capital balance outstanding

Operating leases

Operating lease rentals are charged 1n the profit and loss account on a straight line basis over the lease
term

Investments

Investments are included at cost less provision for permanent diminution in value




Notes to the financial statements
at 31 December 2007

Accounting policies (continued)

Stocks

Stocks are stated at the lower of cost and net realisable value Cost 1s determined on a first in first out
basis, and includes all direct costs incurred and atinbutable production overheads Net reahisable value 1s
based on estimated selling price allowing for all further costs of completion and disposal

Foreign currencies

Assets and habilities in foreign currencies are translated into sterling at the rates of exchange ruling at the
balance sheet date Transactions in foreign currencies are translated into sterling at the rate ruling on the
date of the transaction Exchange differences are taken into account in arriving al the operating profit

Deferred taxation

Deferred tax 1s recognused 1n respect of all uming differences that have oniginated but not reversed at the
balance sheet date where transactions or events have occurred at that date that will result 1n an obhgation
to pay more, or a right to pay less or to recerve more, tax, with the following exceptions

®  proviston 1s made for tax on gains ansing from the revaluation (and stmular fair value adjustments) of
fixed assets, and gains on disposal of fixed assets that have been rolled over into replacement assets,
only to the extent that, at the balance sheet date, there 15 a binding agreement to dispose of the assets
concerned However, no provision 1s made where, on the basis of all available evidence at the
balance sheet date, 1t 1s more hikely than not that the taxable gamn will be rolled over into replacement
assets and charged to tax only where the replacement assets are sold,

e provision 1s made for deferred tax that would anise on remittance of the retained earmings of overseas
subsidiaries, associates and joint ventures only (o the extent that, at the balance sheet date, dividends
have been accrued as receivable,

e  deferred tax assets are recogrised only (o the extent that the directors consider that it 1s 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 on an undiscounted basis at the tax rates that are expected to apply in the periods
in which uming differences reverse, based on tax rates and laws enacted or substantively enacted at the
balance sheet date

Pensions

The company makes payments to externally managed personal pension plans for certain individuals and
the pension charge in the profit and loss account represents the amounts payable by the company to these
plans 1 respect of the year

10




Notes to the financial statements
at 31 December 2007

Turnover

Turnover comprises the invoiced value of goods and services supplied by the company, net of value added
tax and trade discounts Turnover 1s attributable to one contimung activity, the manufacture of food

ingredients Turnover 1s analysed by geographical market as follows

United Kingdom
European Umion

United States of America
Other

Total

Operating costs
The operating loss 15 stated after charging

Depreciation of tangible fixed assets
- owned by the company

Operating rentals

- plant and machinery

- other

Management charges

Directors’ emoluments and benefits

Aggregate directors’ emotuments
Compensation for loss of office
Contributions to money purchase pension schemes

The number of directors accruing benefits under pension schemes was

Money purchase schemes

9 months ended  Year ended
3! December 31 March
2007 2007

£000 £000

3,678 5,117

2,017 2,830

15,531 16,944

788 904

22,014 25,795

Q month ended  Year ended
31 December 3! March
2007 2007

£000 £000

436 365

51 103

134 188

228 432

9 month ended Year ended
31 December 31 March
2007 2007

£000 £000

338 532

- 44

39 24
9 month ended Year ended
31 December 31 March
2007 2007

No No

4 5

11



Chaucer Foods Limited

Notes to the financial statements
at 31 December 2007

Directors’ emoluments and benefits (continued)

The mighest paid director recerved emoluments and benefits as follows

Emoluments
Contributions to money purchase pension schemes

Auditors Remuneration

The remuneration of the auditors 1s further analysed as follows

Audit of the financial statements

Other fees to auditors — taxation services

Staff costs
Staff costs, including directors’ emoluments, were as follows

Wages and salaries
Social secunty costs
Other pension costs

9 month ended Year ended
31 December 31 March
2007 2007
£000 £000
160 211
30 6
9 month Year
ended 31 ended 31
December  March
2007 2007
£000 £000
50 45
130 55
130 55
180 100

9 month ended

Year ended

31 December 31 March
2007 2007
£000 £000

2,224 3,221
186 303
55 63
2,465 3,587

12



Notes to the financial statements
at 31 December 2007

Staff costs {continued)

The average monthly number of employees, including executive directors, during the year was as

follows

Production
Administration

Interest payable and similar charges

Bank overdrafis

Inter company interest

Unwinding of discount on provisions
Other interest payable

Taxation
a) Analysis of tax charge for the year

UK corporation tax
Group rehef payable
Adjustments 1n respect of prior periods

Total current tax

Deferred tax
Changes in deferred tax balances anising from

Ongination or reversal of uming differences
Adjustment in respect of prior periods

Tax on profit on ordinary activities

Q month ended Year ended
31 December 31 March
2007 2007
No No
107 124
31 22
138 146
9 month ended Year ended
31 December 31 March
2007 2007
£000 £000
177 247
246 534
67 68
5 3
495 852
9 month ended Year ended
31! December 3! March
2007 2007
£000 £000
367 -
- 85
367 85
- 161
- (117)
367 129

13




Chaucer Foods Limited

Notes to the financial statements
at 31 December 2007

Taxation (continued)

{(b)  Factors affecting the tax charge for period

The tax assessed for the year 15 greater than would be expected by multiplying profit on ordinary activihies

by the standard rate of corporation tax in the UK of 30% The differences are explained below

Profit / (loss) on ordinary activities before tax

Profit/ (loss) on ordinary activities multiphed by standard rate of
corporation tax in the UK 30% (2006 - 30%})

Effects of

Expenses not deductible for tax purposes

Depreciation 1n excess of capital allowances

Short-term timing differences

Adjustments to tax charge 1n respect of previous periods
Underlying tax

Unrelieved tax losses carried forward

Current tax charge for the period

9 month ended Year ended

3] December 3! March
2007 2007
£000 £000

9,006 (3,003
2,702 CIID)
11 56
135 106
81 31l
- 85
(2,562) -
- 428
367 85

With effect from Aprit 2008 the matn rate of tax corporation tax was reduced from 30% to 28% The

financial effect of this charge 1s still being assessed

Potential deferred tax assets of £1,201,000 (March 2007 - £1,006,000) have not been recognised 1n respect
of tax losses carried forward and other timing differences that may be available for offset against future
profits These unprovided amounts are calculated at 28% following the reduction of the main rate of

corporation tax referred to above

14




10.

Notes to the financial statements
at 31 December 2007

Tangible fixed assets

Cost

At | Apnil 2007
Additions
Dnsposals

At 31 December 2007
Depreciation

At 1 Apnl 2007
Charge for year
Disposals

At 31 December 2007
Net book amount

At 31 December 2007

At 31 March 2007

Fixed asset investments

Cost

At 1 Apni 2007 and 31 December 2007

Plant and
Freehold  equipment
Land and  and motor
buildings vehicles Total
£000 £000 £000
375 6,300 6,675
- 138 138
- (112) (112)
375 6,326 6,701
44 5.311 5.355
3 433 436
- (74) (74)
47 5,670 5,717
328 656 984
331 989 1,320
Shares in
subsidiary
undertakings
£000
10,293

Investments include investments 1n subsidiaries, Chaucer Foods SAS, an ingredient manufacturing
company incorporated 1n France, and Chaucer Foods Hong Kong Limuted, an intermediate holding
company incorperated in Hong Kong with a year end of 31 December and owner of Chaucer Foods
(Quigdao) Company Liruted The mvestment in Chaucer Foods SAS and Chaucer Foods Hong Kong
Limuted 15 100% of the 1ssved ordinary share capital and voung rights

15




11.

12.

13.

Notes to the financial statements
at 31 December 2007

Stocks

Raw materials
Fimished goods

31 Deceniber 31 March
2007 2007
£000 £000

247 206
2,206 2,650
2,453 2,946

The difference between purchase price or production cost of stocks and their replacement cost 1s not

matenal

Debtors

Trade debtors
Other debtors
Amounts owed to group undertakings

Creditors: amounts falling due within one year

Bank overdraft

Trade creditors

Amounts owed to group undertakings
Corporation tax

Other tax and social security

Other creditors

Accruals and deferred income

3! December 31 March
2007 2007
£000 £000

3272 3,280

199 182

7,525 -

10,996 3,462

9 month ended Year ended

3! December 3! March
2007 2007
£000 £000

4,310 8,493
1,000 1,078
7,012 9.647
i00 104
76 26
906 456
13,404 10,804

The bank overdraft 1s secured by a fixed and floating charge over the assets of the company

16



14.

15.

16.

17.

Chaucer Foods Limited

Notes to the financial statements
at 31 December 2007

Provisions for liabilities and charges

At 1 April 2007
Provided — unwinding of discount
Utilised/released

At 31 December 2007

Onerous
lease
£000

1,347
67
(58)

1,356

The onerous lease provision relates to premises leased at Marshwood Business Park in Canterbury The

lease expires on 10 March 2022

Share capital

Allotted, called up

Authorised and fully pard

December 2007 and March 2007 Dec 2007 and

March 2007

No £

Ordinary shares of £1 each 1,000 1,000
Profit and loss account

FOO00

At} April 2007 2,830

Profit for the financial year 8,640

At 31 December 2007 11,470

Reconciliation of movements in equity shareholders' funds

9 month ended  Year ended

31 December 31 March

2007 2007

£000 £000

Opening shareholders’ funds 2,831 5,963
Profit/ (loss) for the financial year 8,640 (3,132)
Closing shareholders’ funds 11,471 2,831

17




18.

19.

20.

21.

22,

Notes to the financial statements
at 31 December 2007

Pension contributions

The Company makes payments into externally managed personal pension plans for certain individuals
The assets of these plans are held separately from those of the company in independently administered
funds The unpaid contributions at the year end amount to £26,000 (2007 £5,000)

Other commitments
Annual commitments on operating leases by expiry date are as fotllows

December 2007 March 2007

Land and Land and
butldings Other  buildings Other
£000 £000 £000 £000

Expiry date

Within one year - 13 . 35
Between one and five years 22 44 22 26
After more than five years 252 - 259 -

Contingent lhabilities

The Company 1s party to a guarantee and set atl agreement 1n respect ot 1ts own and all other group
company bank loans and balances

Related party transactions

As a 100% owned subsidiary of Broomco (3554) Limited the Company qualifies for the exemption from
disclosing transactions with other group compantes

Parent undertaking and controlling party

The parent undertaking of the group of undertakings for which consolidated accounts are drawn up of
which the Company 1s a member 1s Broomco (35354) Limited, registered 1n England and Wales Broomco
(3554) Limited 1s also the Company’s controlling party Copies of the accounts of Broomco (3554)
Limited are available from Brighton Street Industrial Estate, Freighthner Road, Hull, HU3 4UN

18




