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'BAXTERS FOOD GROUP LIMITED

STRATEGIC REPORT
FOR THE PERIOD ENDED 2 APRIL 2016

The directors present their strategic report for the 10 month period ended 2 April 2016. The comparable figures shown in these financial
statements are for the year to 30 May 2015.

Principal activities
Baxters Food Group Limited (“the company”) is a private company headquartered in the Highlands of Scotland. The company and its

subsidiaries, together known as “the group”, are manufacturers of high quality ambient food, supplying retail, food manufacturers and
foodservice customers in the UK market and key overseas markets.

High quality foods such as soups, canned meat products, sour pickles, sauces, vinegars, anti-pasti, preserves and salad and meat
accompaniments are sold under a variety of brands owned by, or licensed to, the group.

This family company has an ethos of creativity, innovation and integrity which lies at the heart of all its operations.

Review of the business
The Board of Baxters Food Group Limited is pleased to present the following financial statements as a record of our activities over the

past 10 months. The group's expanded geographic reach and market diversification has been the foundation for a successful year.

Both the parent company financial statements and the group financial statements have historically been prepared in accordance with
UK Generally Accepted Accounting Practice ("UK GAAP"). This is the first time that the group and company have prepared their
financial statements in accordance with International Financial Reporting Standards as adopted by the EU ("Adopted IFRS"). The
transition to Adopted IFRSs has resulted in £6.2m uplift in the net assets of the group as at 30 May 2015, primarily as a result of the
effect of restating historic acquisitions. Further details on how the transition from UK GAAP to Adopted IFRS has affected the group's

reported financial position are given in note 32.

A major feature of the past 10 months was the positive financial impact on group performance from our expanded operations in the
USA following the acquisition of Wornick Foods in 2014. Across the remainder of the group, the volatility of food retail markets remained
challenging, particularly in the UK and Canada. The market pressures of continuing food deflation and the difficulties of managing
consumer expectations for strong price promotions against a backdrop of input price rises, remain significant challenges for the
business. The Board are committed to continue developing our business model to effectively address these areas.

These financial results reflect the positive contribution the Wornick operations have made to the group in terms of revenue, EBITDA
and operating profit but also the challenges that exist in the underlying business with respect to sales volumes and margin pressures.
The impact of forex rates at the point of translation, which were adverse to our resuits due to the strength of sterling, continued to be

a challenge for the business.

Revenue for the group increased significantly by 10.2% to £248.6m (2015: £225.6m) and gross margin before exceptional items
increased by 15.8% to £79.1m (2015: £68.3m), with EBITDA before exceptional items improving to £23.1m (2015: £19.4m). We have
absorbed £2.4m of exceptional charges during the year, in the main capturing certain restructuring costs across the group, non-
recurring project costs, change implementation and other one-off costs.

Under accounting rules our pension deficit increased to £11.1m (2015: £8.2m) primarily as a result of a decrease in the value of
pension scheme assets. The group did not make additional annual contributions to the scheme however the Board is actively

monitoring this strategy.

This has been a successful year in which we have not only absorbed high costs and continued to invest in large projects for future
value but also improved overall financial performance. The financial impact of these developments is reflected in these financial
statements. The Board remain excited with our strategic plans and the steps we are taking to make Baxters a stronger manufacturing
group for the future. We have confidence in our robust management team and their plans to move forward positively.

Since the year ended we have further strengthened the financial position of the group. Building on strong relationships with our finance
partners we have successfully updated our funding position with a combination of new bank facilities and longer term US$ Loan Notes.
Itis also worthy of note that the impact of Brexit has been generally positive for the group reflecting the significant proportion of the
group’s activities and profits now generated outside of the UK.



BAXTERS FOOD GROUP LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE PERIOD ENDED 2 APRIL 2016

Dividends :
The directors have proposed a final dividend in respect of the period ended 2 April 2016 amounting to £2m (2015: £2m). In accordance

with IAS 10 “Events after the Reporting Date”, the proposed dividend has not been accrued in the financial statements.

Charitable donations
During the period, the group made contributions to local charities of £86,000 (2015: £67,000).

On behalf of the board:

Audrey € Baxter DBA
Executive Chairman

28 September 2016



BAXTERS FOOD GROUP LIMITED

DIRECTORS' REPORT
FOR THE PERIOD ENDED 2 APRIL 2016

The directors present their report and financial statements for the 10 month period ended 2 April 2016. The directors have reported
the results for the period and dividends as part of their Strategic Report.

Directors
The following directors have held office since:31 May 2015 and up to the date of this report unless otherwise stated:

Audrey C Baxter DBA

Andrew G Baxter BSc

Ronald Davis (appointed 18 February 2016)

Nicholas J Wheater (resigned 18 February 2016)

Heather M Metcalfe (resigned 6 June 2016)

Peter A McLuckie (appointed 19 October 2015, resigned 21 June 2016)

Future developments, dividends and events after the balance sheet date
The directors have considered and reported any significant future developments, dividends and events after the balance sheet date

as part of their Strategic Report

Financial risk management
The group's activities expose it to a number of financial risks including credit risk, liquidity risk and market risk. The use of financial

derivatives is governed by the group’s board of directors, who provide direction on their use to manage the above risks. The group
does not use derivative financial instruments for speculative purposes. Further information on the group’s financial risk management

is provided within note 23.

Staff policies
The group places considerable value on the contribution of its employees and therefore continues to encourage the development of

employee involvement in group companies. Management meet regularly with employees to discuss matters of mutual interest and to
provide opportunities for employees to contribute to the success of the business.

Employee communications are high priority and regular briefing meetings, together with the use of e-mail and notice boards, ensure
all employees are informed about matters of concern to them

The group’s policy is that, where it is reasonable and practical within existing legislation, all employees, including those who are
disabled, are treated in the same way in matters relating to employment, training, career development and promotion. Employees who
become disabled during the period of their employment will be retained wherever possible and encouraged to develop their careers.



BAXTERS FOOD GROUP LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE PERIOD ENDED 2 APRIL 2016

Directors! responsibilities statement :
The directors are responsible for preparing the Annual Report and the financial statements in accordance W|th 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 International Financial Reporting Standards (“IFRS") as adopted by the
European Union and, as regards the parent company financial statements, as applied in accordance with the provisions of the
Companies Act 2006. Under company law the directors must not approve the financial statements unless they are satisfied that they
give a true and fair view of the state of affairs of the company and of the group and of the profit or loss of the group for that period.

In pfeparing these financial statements, the directors are required to:

¢ select suitable accounting policies and then apply them consistently;
o make judgements and estimates that are reasonable and prudent;
o state whether the financial statements comply with IFRS issued by the IASB and adopted by the European Union, subject to any

material departures disclosed and explained in the financial statements; and
e prepare the financial statements on the going concern basis unless it is inappropriate to presume that the group will continue in

business.

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

Statement of disclosure to auditors
The directors confirm that:

" a) so far as the directors are aware, there is no relevant audit information of which the group’s auditors are unaware; and

b) théy have taken all the steps that they ought to have taken as directors in order to make themselves aware of any relevant audit
information and to establish that the group’s auditors are aware of that information.

This confirmation is given and should be interpreted in accordance with the provisions of Section 418 of the Companies Act 2006.

On behalf of the boapd:

Audrey C Baxter DEA™
Director )

ZX September 2016



BAXTERS FOOD GROUP LIMITED

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF BAXTERS FOOD GROUP LIMITED

We have audited the financial statements of Baxters Food Group Limited for the period ended 2 April 2016 set out on pages 6 to 51.
The financial reporting framework that has been applied in their preparation is applicable law and International Financial Reporting
Standards (‘IFRS") as adopted by the European Union and, as regards the parent company financial statements, as applied in
accordance with the provisions of the Companies Act 2008.

This report is made solely to the company's members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act 2006.
Our audit work has been undertaken so that we might state to the company's members those matters we are required to state to them
in an 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 body, for our audit work, for this report, or for the opinions we have
formed.

Respective responsibilities of directors and auditors

As explained more fully in the Directors’ Responsibilities Statement on page 4, the directors are responsible for the preparation of the
financial statements and for being satisfied that they give a true and fair view. Our responsibility is to audit and express an opinion on
the financial statements in accordance with applicable law and International Standards on Auditing (UK and Ireland). These standards
require us to comply with the Auditing Practices Board'’s Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give reasonable
assurance that the financial statements are free from material misstatement, whether caused by fraud or error. This includes an
assessment of: whether the accounting policies are appropriate to the group’s and the parent company's circumstances and have
been consistently applied and adequately disclosed; the reasonableness of significant accounting estimates made by the directors;
and the overall presentation of the financial statements. In addition, we read all the financial and non-financial information in the
Annual Report to identify material inconsistencies with the audited financial statements and to identify any information that is apparently
materially incorrect based on, or materially inconsistent with, the knowledge acquired by us in the course of performing the audit. If
we become aware of any apparent material misstatements or inconsistencies we consider the implications for our report.

Opinion on financial statements

In our opinion;

- the financial statements give a true and fair view of the state of the group’s and of the parent company’s affairs as at 2 April 2016
and of the group’s profit for the period then ended;

- the group financial statements have been properly prepared in accordance with {FRS as adopted by the European Union;

- the parent company financial statements have been properly prepared in accordance with IFRS as adopted by the European Union
and as applied in accordance with the provisions of the Companies Act 2006; and

- the financial statements have been properly prepared in accordance with the requirements of the Companies Act 2006.

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the information given in the Strategic Report and the Directors’ Report for the financial period for which the financial
statements are prepared is consistent with the financial statements.

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you if, in our

opinion:

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

- the parent company financial statements are not in agreement with the accounting records and returns; or

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

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

/

Graeme Fraser (Senior Statutory Auditor)
For and on behalf of Johnston CarmichaelLLP 43 2%abd oo ..

Chartered Accountants Bishop's Court

Statutory Auditor 29 Albyn Place
Aberdeen
AB10 1YL



BAXTERS FOOD GROUP LIMITED

-~ CONSOLIDATED INCOME STATEMENT

10 month period ended 2 April 2016 Restated year ended 30 May 2015
Before Exceptional Before Exceptional:
exceptional items exceptional items
' items (note 9) Total items (note 9) Total
Note £000 £000 £000 £'000 £000 £000
Cost of sales (169,515) (329) (169,844) (157,287) (1,254)  (158,541)
Gross profit/(loss) 79,125 (329) 78,796 68,311 (1,254) 67,057
Distribution costs (11,906) (58) (11,964) (13,765) - (13,765)
Administrative costs (44,506) " (1,978) (46,484) (36,376) (6,634) (43,010)
Other income 402 - 402 1,225 - 1,225
‘Earnings before interest,
- tax, depreciation and ] A
amortisation 23,115 (2,365) 20,750 19,395 (7,888) 11,507
Amortisation (1,215) - (1,215) (1,072) - (1,072)
Depreciation (6,989) - (6,989) (6,617) - (6,617)
Operating profit/(loss) 5 C 14911 (2,365) 12,546 11,706 (7,888) 3,818
Finance income 14 . 14 793 - 793
Finance costs 8 (7,902) - (7,902) (5,908) (287) (6,195)
Profit/(loss) on ordinary
activities before taxation 7,023 (2,365) 4,658 6,591 (8,175) (1,584)
Taxation 10 197 249 448 (1,228) 1,456 228
Profit/(loss) for the period 7,220 (2,116) 5,104 5,363 (6,719) (1,356)

The income statément has been prepared on the basis that all operations are continuing operations.



BAXTERS FOOD GROUP LIMITED

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Profit/(loss) for the period

Other comprehensive (expenditure)/income

Items that will not be reclassified to profit or loss:
Revaluation of property, plant and equipment
Re-measurement of defined benefit liability

Income tax on revaluation of property, plant and equipment
Income tax on re-measurement of defined benefit liability

Items that are or may be reclassified subsequently to profit or loss:
Foreign currency translation differences — foreign operations

Other comprehensive (expenditure)fincome, net of tax

Total comprehensive incomel(expenditure) for the period

Notes

12
26

10 month Restated
period ended 2 year ended
April 2016 30 May 2015
£'000 £000

5,104 (1,356)

- 5,800 -

(2,714) (5,414)

- (1,248)

489 1,083

(2,225) 221

1,735 114

(490) 335

4,614 (1,021)




BAXTERS FOOD GROUP LIMITED

BALANCE SHEETS

Assets

Non-current assets
Property, plant and equipment
Intangible assets -
Investments

Trade and other receivables
Deferred tax assets

Current assets

Inventories

Trade and other receivables
Current tax receivable

Cash and cash equivalents

Liabilities

Current liabilities

Loans and borrowings
Trade and other payables
Current tax payable
Other financial liabilities

Net current assets/(liabilities)

Non-current liabilities
Loans and borrowings
Retirement benefit obligations
Deferred income

Provisions

Deferred tax liabilities

Net assets _

Equity

Called up share capital
Merger reserve
Revaluation reserve
Capital contribution reserve
Translation reserve
Retained earnings

Total equity

Notes

12
13
14
17
11

16

18

21
19

20

21
26
25
24
1"

27

Group Company
Restated
2 April 30 May 2 April 30 May
2016 2015 2016 2015
£000 £000 £000 £000
95,005 94,185 47,248 47,019
110,801 106,740 27,247 2741
15 15 50,003 51,027
487 603 60,315 69,760
2,885 2,839 1,992 1,637
209,193 204,382 186,805 196,914
46,100 - 39,082 16,733 15,053
31,666 29,646 26,712 29,759
751 969 274 339
8,549 T 14,219 5,265 6,651
87,066 83,916 48,984 51,802
(42,232) (32,322 (42,232) (32,322)
(42,785) (38,514) (22,313) (25,535)
- - - (27)
(888) (116) (888) (116)
(85,905) (70,952) (65,433) (58,000)
1,161 12,964 (16,449) (6,198)
"(96,008) (107,185) (96,008) (107,185)
(11,066) (8,187) (11,066) (8,187)
(769) (911) - -
(6,203) (6,714) - .
(19,970) {20,520) {5,560) (6,757)
76,338 73,829 57,722 68,587
637 637 637 637
350 350 . 350 350
19,138 19,632 16,197 16,601
. - - 1,422 -
1,849 - 114 (5,498) -
54,364 53,096 44,614 50,999
76,338 73,829 57,722 68,587

Approved by the bgard for issue on 28 September 2016 and signed on its behalf by:

Audrey C Baxter DBA
Director

Company Registration No. SC023572



BAXTERS FOOD GROUP LIMITED

STATEMENTS OF CHANGES IN EQUITY

Called up Merger  Revaluation  Translation Retained Total
GROUP share capital reserve reserve reserve earnings equity
£'000 £000 £000 £'000 £000 £'000
At 1 June 2014 restated 637 350 15,442 - 60,436 76,865
Loss for the year restated - - - (1,356) (1,356)
Other comprehensive income/ (expense) ‘
. restated - - 4,552 114 (4,331) 335
Total comprehensive
income/(expense) restated - 4,552 114 (5.687) (1,021)
Difference between historical cost and actual
depreciation charge - - (362) - 362 -
Dividend paid - - - - (2,015) (2015)
~ At 30 May 2015 restated 637 350 19,632 114 53,096 73,829
Profit for the period - - - - 5,104 5,104
Other comprehensive income/(expense) - - - 1,735 (2,225) {490)
Total comprehensive income - - - 1,735 2,879 4614
Difference between historical cost and actual '
depreciation charge - - (494) - 494 -
Dividend paid - - - - (2,105) (2,105)
At 2 April 2016 637 350 19,138 1,849 54,364 76,338
Called Capital
' up share Merger  Revaluation contribution  Translation Retained . Total :
COMPANY capital reserve . reserve reserve reserve earnings equity
£000 £000 £000 £000 £'000 £000 £000
~ At1June 2014 restated 637 350 12,668 - - 57,894 71,549
Profit for the year restated - - - - - 385 385
Other comprehensive
income/(expense) restated - - 4,309 - - (5,641) (1,332)
Total compréhensive ]
income/(expense) restated - - 4,309 - - (5,256) (947)
Difference between historical cost -
and actual depreciation charge - - (376) - - 376 -
Dividend paid - - - - - (2,015) (2,015)
At 30 May 2015 restated 637 350 16,601 - - 50,999 68,587
Loss for the period - - - - - (2,459) (2.459)
Other comprehensive
income/(expense) - - - - (5,498) (2,225) (7,723)
- Total comprehensive
income/(expense) - - - - (5,498) (4,684) (10,182)
Difference between historical cost
and actual depreciation charge - - (404) - - 404 -
Capital contribution - - - 1,422 - - 1,422
Dividend paid - - - - - (2,105) (2,105)
At 2 April 2016 637 350 16,197 1,422 (5,498) 44.614 57,722




BAXTERS FOOD GROUP LIMITED

CASH FLOW STATEMENTS

Cash flows from operating activities
Profit/(loss) for the period

Adjusted for:

Depreciation and amortisation

Foreign exchange losses

Financial income

Financial expense

Deferred government grant

Investment impairment

Taxation

Pension costs less contributions
(Increase)/decrease in trade and other receivables
(Increase)/decrease in inventories
Increase/(decrease) in trade and other payables
Decrease in provisions

Cash generated from/(used in) operating activities
Interest paid
Tax (expense)/income

Net cash generated from/(used in) operating activities

Cash flow from investing activities

Payments to acquire property, plant and equipment
Capitalised development expenditure

Acquisition of subsidiary net of cash acquired
Repayment of government grants

Interest received

Net cash (used)/generated from investing activities
Cash flows from financing activities
New bank loan
Repayment of borrowings
Dividends paid
Net cash (used)/generated from financing activities

Net (decrease)/increase in cash and cash equivalents

Cash and cash equivalents at beginning of period
Effects of exchange fluctuations on cash held

Cash and cash equivalents at end of period

10

Group Company
10 month Restated 10 month

period ended yearended  period ended  Year ended
2 April 30 May 2 April 30 May
2016 2015 2016 2015
£000 £000 £000 £'000
5,104 (1,356) (2,459) 385
8,204 7,689 3,212 3,536
1,220 1,981 1,476 2,040
(14) (793) (4,006) (2912)
6,682 6,080 6,678 5,229
(31) (39) - -
- - 1,024 -
(446) (228) (877) (133)
165 (664) 165 (664)
(1,006) (908) 12,154 (69,989)
(5,362) 4,921 (1,680) 2,697
2,424 1,363 (1,800) 4,637
(1,301) - - -
15,639 18,046 13,947 (55,174)
{5,608) (5,919) (5,604) {5,068)
(297) 47 (148) (223)
9,734 12,174 8,195 (60,465)
(5,012) (5,000) (3,177) (2,521)
(298) - (100) -
- (86,675) - (25,128)
(165) - - -
14 793 4,006 2912
(5,461) (90,882) 729 (24,737)
- 137,745 - 138,179
(8,205) (47,066) (8,205) (47,066)
(2,105) (2,015) (2,105) (2,015)
(10,310) 88,664 (10,310) 89,098
(6,037) 9,956 (1,386) 3,896
14,219 4,357 6,651 2,755
367 (94) - -
8,549 14,219 5,265 6,651




BAXTERS FOOD GROUP LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE 10 MONTH PERIOD ENDED 2 APRIL 2016

1.

Reporting entity
Baxters Food Group Limited (“the company”) is domiciled in the United Kingdom. The current year financial statements present
the results for the 10 month period ended 2 April 2016. The comparable figures in these financial statements are for the year to

30 May 2015.

The group financial statements comprise the company and its subsidiaries (collectively the “group” and individually “group
companies”). The parent company financial statements present information about the company as a separate entity and not

about its group.

Accounting policies

Basis of preparation

. Both the parent company financial statements and the group financial statements have been prepared and approved by the

directors in accordance with International Financial Reporting Standards as adopted by the EU (*Adopted IFRSs”). On publishing
the parent company financial statements here together with the group financial statements, the company is taking advantage of
the exemption in s408 of the Companies Act 2006 not to present its individual income statement and related notes that form a

part of these approved financial statements.

The financial statements have been prepared on the historical cost basis, except for the revaluation of certain properties and:
financial instruments that are measured at revalued amounts or fair values at the end of each reporting period, as explained in
the accounting policies below. Historical cost is generally based on the fair value of the consideration given in exchange for
goods and services.

Both the parent company financial statements and the group financial statements have historically been prepared in accordance
with UK Generally Accepted Accounting Practice (UK GAAP”). This is the first time that the group and company have prepared
their financial statements in accordance with Adopted IFRSs. Details of how the transition from UK GAAP to IFRS has affected
the group and company'’s reported financial position are given in note 32.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods presented in these
consolidated financial statements and in preparing an opening IFRS balance sheet at 1-June 2014 for the purposes of the
transition to Adopted IFRSs. '

Judgements made by the directors, in the application of these accounting policies that have significant effect on the financial

_ statements and estimates with a significant risk of material adjustment in the next year are discussed in note 3.

Going concern : .
The financial statements have been prepared on a going concern basis for the following reasons. The group has recognised a
profit after tax of £5,104,000 and has net current assets of £1,161,000 at the reporting date. The directors have prepared detailed
cash flow projections for a period of at least 12 months from the date of singing these financial statements. The directors are of
the opinion that following their review of the cash flow projections and taking account of the debt facilities available to the group,
the group will be able to meet its liabilities as they fall due for the foreseeable future. Accordingly the directors continue to adopt
the going concern basis in preparing the financial statements. -

11



BAXTERS FOOD GROUP LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE 10 MONTH PERIOD ENDED 2 APRIL 2016

2.

Accounting policies (continued)

New standards not yet applied
The IASB has issued the following standards and mterpretatlons to be applied to financial statements wnth years commencing

on or after the following dates: °

Effective for accounting
periods on or after

Financial Instruments ~ will ultimately replace IAS 39 Financial Instruments:

Recognition and Measurement in its entirety. IFRS 9 includes revised guidance

on the classification and measurement of financial instruments, including a new
IFRS 9 expected credit loss model for calculating impairment on financial assets and the 1 January 2018

new general hedge accounting requirements. It also carries forward the guidance

on recognition and de-recognition of financial instruments from IAS 39. Early

adoption is permitted.

Revenue from Contracts with Customers — is intended to clarify the principles of

revenue recognition and establish a single framework for revenue recognition.

This supersedes IAS 18 Revenue, IAS 11 Construction Contracts and IFRIC 13

IFRS 15 Customer Loyalty Programmes. The core principle is that an entity should 1 January 2018

recognise revenue to depict the transfer of promised goods or sefvices to y
customers in an amount that reflects the consideration to which the entity is

expected to be entitled to, in exchange for those goods or services. Early

adoption is permitted

Leases — will replace IAS 17 Leases, IFRIC 14 Determining Whether an
Arrangement Contains a Lease, SIC 15 Operating Leases - Incentives and SIC
27 Evaluating the Substance of Transactions involving the Legal Form of a Lease.
The new standard cancels a currently used dual lessee accounting mode!. This
IFRS 16 model requires classification of the lease as an on-balance sheet finance lease 1 January 2019
’ ~and off-balance sheet operating lease. It will be replaced by a single model, which
implies that the lease is recognised on the balance sheet and is similar to the
current accounting treatment for finance leases. Early adoption if permitted
provided that IFRS 15 Revenue from Contracts with Customers is also applied.

On 18 December 2014 the IASB issued amendments to IAS 1 Presentation of
Financial Statements as part of its major initiative to improve presentation and

* Disclosure disclosure in financial reports. These amendments will not require any significant 1 January 2016

initiative change to current practice, but should facilitate improved financial statements
disclosures. The directors intend to adopt these amendments in its financial
_statements for the annual period beginning 3 April 2016.

For the above new standards, the directors are assessing the potential impact on its. consolidated financial statements going
forward.

Basis of consolidation :
The consolidated financial statements comprise the financial statements of the company and all its SUbSIdIaI’y undertakings which

are made up to 2 April 2016.

Subsidiaries ‘
Subsidiaries are entities controlled by the group. The group controls an entity when it is exposed to, or has rights to, variable
returns from its involvement with the entity and has the ability to affect those returns through its power over the entity. The
financial statements of subsidiaries are included in the consolidated financial statements from the date on which control

commences until the date on which control ceases.

Transactions
Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group transactions, are

eliminated.

Separate parent company financial stafements
In the parent company financial statements, all investments in subsidiaries, joint ventures, and associates are carried at cost

less impairment.

12



BAXTERS FOOD GROUP LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE 10 MONTH PERIOD ENDED 2 APRIL 2016

2

Accounting policies (continued)

Functional and presentational currency
The group and company financial statements are presented in sterling, which is their functional currency. All amounts have been
rounded to the nearest thousand, unless otherwise indicated.

Foreign currency transactions

In preparing the financial statements of the company, transactions in currencies other than the entity's functional currency (foreign
currencies) are recognised at the rates of exchange prevailing at the dates of the transactions. At the end of each reporting
period, monetary assets and liabilities denominated in foreign currencies are retranslated at the rates prevailing at that date.
Exchange differences on monetary items are recognised in the income statement in the period in which they arise, except for
differences arising on the translation of a financial liability designated as a hedge of the net investment in a foreign operation that
is effective, which are recognised directly in other comprehensive income. Non-monetary assets and liabilities carried at fair
value that are denominated in foreign currencies are retranslated at the rates prevailing at the date when the fair value was
determined. Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign currency are translated
using the rates of exchange prevailing at the dates of the transaction.

The assets and liabilities of foreign operations, including goodwill and fair value adjustments arising on consolidation, are
translated to the group’s presentational currency at foreign exchange rates ruling at the balance sheet date. The revenues and
expenses of foreign operations are translated at an average rate for the year where this rate approximates to the foreign
exchange rates ruling at the dates of the transactions. Exchange differences arising from this translation of foreign operations
are reported as an item of other comprehensive income and accumulated in the translation reserve.

Revenue
Revenue comprises sales to external customers at the fair value of the consideration received or receivable, excluding VAT,
trade discounts and other sales taxes. Revenue from the sale of goods is recognised when all the following conditions are

satisfied:

o the group has transferred to the buyer the significant risks and rewards of ownership of the goods;

o the group retains neither continuing managerial involvement to the degree usually associated with ownership nor effective
control over the goods sold; '

o the amount of revenue can be measured reliably;
e  itis probable that the economic benefits associated with the transaction will flow to the entity; and
o the costs incurred or to be incurred in respect of the transaction can be measured reliably.

Leases
Operating lease payments are recognised as an expense in the income statement on a straight-line basis over the lease term.
Lease incentives received are recognised in the income statement as an integral part of the total lease expense. '

Operating profit
Operating profit is stated after charging restructuring costs but before investment income and finance costs.

Finance income and finance expenses

The group’s finance income and finance expenses include interest income and expense recognised using the effective interest
rate method, the net gain or loss on financial instruments at fair value through profit or loss and any foreign currency gains or
losses on financial assets and liabilities. ’

Taxation
Taxation comprises current and deferred tax. It is recognised in the income statement except to the extent that it relates to a

business combination, or items recognised directly in equity or other comprehensive income.

The current corporation tax asset or liability recognised on the statement of financial position represents the current corporation
tax balance due from or obligation to the relevant tax authority at the reporting date. It is measured using tax rates enacted or
substantively enacted at the reporting date.

Deferred tax is provided using the liability method on temporary differences between the tax bases of assets and liabilities and
their carrying amounts for financial reporting purpose at the reporting date.
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BAXTERS FOOD GROUP LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE 10 MONTH PERIOD ENDED 2 APRIL 2016

2.

Accounting policies (continued)

Taxation (continued)
Deferred tax liabilities are recognised for all taxable temporary differences, except:

» When the deferred tax liability arises from the initial recognition of goodwill or an asset or liability in a transaction that is not
a business combination and, at the time of the transaction, affects neither the accounting profit nor taxable profit or loss, and;
* Inrespect of taxable temporary differences associated with investments in subsidiaries when the timing of the reversal of the
temporary differences can be controlled and it is probable that the temporary differences will not reverse in the foreseeable

future.

Deferred tax assets are recognised for all deductible temporary differences, the carry forward of unused tax credits and any
unused tax losses. Deferred tax assets are recognised to the extent that itis probable that taxable profit will be available against .
which the deductible temporary differences, and the carry forward of unused tax credits and unused tax losses can be utilised.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to be utilised. Unrecognised
deferred tax assets are reassessed at each reporting date and are recognised to the extent that it has become probable that
future taxable profits will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that a.re expected to apply in the year when the asset is realised
or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the reporting date.

Deferred tax relating to items recognised outside the income statement is recognised outside the income statement. Deferred
tax items are recognised in correlation to the underlying transaction either in other comprehensive income or directly in equity.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set off current tax assets against
current income tax liabilities and the deferred taxes related to the same taxable entity and the same taxation authority.

Business combinations

The group accounts for business combinations using the acquisition method when-control is transferred to the group. The
consideration transferred in the acquisition is generally measured at fair value, as are the identifiable net assets acquired. Any
goodwill that arises is tested annually for impairment. Any gain on a bargain purchase is recognised in profit or loss immediately.
Transaction costs are expensed as incurred, except if related to the issue of debt or equity securities.

Any contingent consideration is measured at fair value at the date of acquisition.

Property, plant and equipment
Property, plant and equipment are stated at historic cost or revaluation, less accumulated depreciation and any accumulated

impairment losses. Historic cost includes the expenditure that is directly attributable to the acquisition of the assets.

Subsequent costs are included in an asset's carrying amount or recognised as a separate asset as appropriate, only when it is
probable that future economic benefits associated with the item will flow to the group and the cost of the item can be measured
reliably. All other repairs and maintenance are charged to the income statement during the financial period in which they are

incurred.

Where parts of an item of property, plant and equipment have different useful lives, they are accounted for as separate items of
property, plant and equipment.

Depreciation is charged to the income statement on a straight-line basis over the estimated useful lives of each part of an item
of property, plant and equipment. Land is not depreciated. The estimated useful lives are as follows:

Buildings 25 years to 50 years

Plant, equipment and vehicles 3 years to 25 years

Depreciation methods, useful lives and residual values are reviewed at each balance sheet date.
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BAXTERS FOOD GROUP LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE 10 MONTH PERIOD ENDED 2 APRIL 2016

2.

Accounting policies (continued)

Property, plant and equipment (continued)

Interim valuations of freehold properties are conducted every three years by a qualified valuer and full valuations are conducted
every five years by a qualified valuer. A full valuation was performed as at 30 May 2015. The resulting surplus or deficit on book
value is transferred to the revaluation reserve, except that a deficit which is in excess of any previously recognised surplus over
depreciated cost relating to the same property, or the reversal of such a deficit, is charged (or credited) to the statement of
comprehensive income. A deficit which represents a clear consumption of economic benefits is charged to the income statement
regardless of any such previous surplus.

Where depreciation charges are increased following a revaluation, an amount equal to the increase is transferred annually from
the revaluation reserve to retained earnings as a movement on reserves. On disposal or recognition of a provision for impairment
on a revalued asset, the related balance remaining in the revaluation reserve is also transferred to retained earnings as a
movement on reserves. : '

Intangible assets and goodwill

Goodwill : : :

Goodwill represents the excess of the cost of an acquisition over the fair value of the group's share of net identifiable assets of
the acquired business at the date of acquisition. Goodwill is stated at cost less accumulated impairment losses. Goodwill is
allocated to cash-generating units and is not amortised but is tested annually for impairment or if events or changes in

* circumstances indicate that it might be impaired.

Brands and trademarks

Brands and trademarks represent the cost or fair value on acquisition of recipes and brand names purchased. Brands are
amortised over their useful lives ranging between 20 — 45 years. Amortisation methods and useful lives are reviewed at each
reporting date and adjusted if appropriate. Certain trade names have an indefinite life and are tested annually for impairment.

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

Development expenditure is capitalised only if the expenditure can be measured reliably, the product or process is technically
and commercially feasible, future economic benefits are probable and the group intends to and has sufficient resources to
complete development and to use or sell the asset. Otherwise, it is recognised in the income statement as incurred. Development
costs are amortised over the life of the product.

Other intangible assets
Other intangible assets, including customer relationships that are acquired by the group and have finite useful lives are measured
at cost less accumulated amortisation and any accumulated impairment losses. Other intangible assets are amortised over their
useful lives of 45 years.

Impairment of non-financial assets

At each balance sheet date, the group reviews the carrying amounts of its non-financial assets to determine whether there is
any indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable amount of the
asset is estimated to determine the extent of the impairment loss (if any). Goodwill is tested annually for impairment. Where the
asset does not generate cash flows that are independent from other assets, the group eslimates the recoverable amount of the

- cash-generating unit to which the asset belongs. When a reasonable and consistent basis of allocation can be identified,

corporate assets are also allocated to individual cash-generating units, or otherwise they are allocated to the smallest group of
cash-generating units for which a reasonable and consistent allocation basis can be identified.

An intangible asset with an indefinite useful life is tested for impairment at least annually and whenever there is an indication that
the asset may be impaired.

Recoverable amount is the higher of fair value less costs of disposal and value in use. In assessing value in use, the estimated
future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of
the time value of money and the risks specific to the asset for which the estimates of future cash flows have not been adjusted.
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BAXTERS FOOD GROUP LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE 10 MONTH PERIOD ENDED 2 APRIL 2016

2.

Accounting polici.es (continued)

Impairment of non-financial assets (continued)

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its earrying amount, the carrying
amount of the asset (or cash-generating unit) is reduced to its recoverable amount. An impairment loss is recognised immediately
in profit or loss, unless the relevant asset is carried at a revalued amount, in which case the impairment loss is treated as a

revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit) is increased to the
revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that
would have been determined had no impairment Idss been recognised for the asset (or cash-generating unit) in prior years: A
reversal of an impairment loss is recognised immediately in profit or loss, unless the relevant asset is carried at a revalued
amount, in which case the reversal of the impairment loss is treated as a revaluation increase.

An impairment loss in respect of goodwill is not reversed.

lnventones
Inventories are stated at the lower of cost and net realisable value. Cost comprises materials, direct labour and an appropriate

share of related fixed and variable production overheads based on normal operating capacity. Net realisable value represents
the estimated selling price for inventories less all estimated costs of completion and costs to make the sale.

Trade receivables

Trade receivables are non-interest bearing and are initially recognised at fair value and subsequently measured at amortised
cost, less provision for estimated irrecoverable amounts. Estimated irrecoverable amounts are based on historical experience,
together with specific amounts that are not expected to be collected. The amount of the provision is the difference between the
asset's carrying amount and the present value of estimated future cash flows, discounted at the effective interest rate. Individual
trade receivables are written off when management deems them not to be collected.

Cash and cash equivalents
Cash and short term deposits in the statement of financial position comprise cash at banks and in hand and short term deposits

with an original maturity of three months or less.

Trade payables
Trade payables are initially recognised at fair, value and subsequently measured at amortised cost using the effective interest

method.

Loans and borrowings
Loans and borrowing are initially recognised at fair value net of directly attnbutable transaction costs. Interest bearing loans and

borrowings are subsequently measured at amortised cost using the effective interest method. Gains and losses arising on the
repurchase, settlement or otherwise cancellation of loans and borrowings are recognised respectively in fi inance income and

finance cost.

Government grants
Grants are credited to deferred income. Grants towards capital expenditure are released to the income statement over the

expected useful life of the assets. Grants towards revenue expenditure are released to the income statement as the related
expenditure is-incurred.

Provisions
Provisions are recognised when the group has a present obligation (legal or constructive) as a result of a past event, it is probable

that the group will be required to settle that obligation and a reliable estimate can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the present obligation at the
balance sheet date, taking into account the risks and uncertainties surrounding the obligation. Where a provision is measured
using the cash flows estimated to settle the present abligation, its carrying amount is the present value of those cash flows (when
the effect of the time value of money is material).

When some or all of the economic benefits required to settle a provision are expected to be reoo;fered from a third party, a
receivable is recognised as an asset if it is virtually certain that reimbursement will be received and the amount of the receivable

can be measured reliably.
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BAXTERS FOOD GROUP LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE 10 MONTH PERIOD ENDED 2 APRIL 2016

2,

Accounting policies (contin.ued)

Onerous contracts

Present obligations arising under onerous contracts are recognised and measured as provisions. An onerous contract is

considered to exist where the group has a contract under which the unavoidable costs of meetlng the obligations under the
contract exceed the economic benefits expected to be received under it.

Employee benefits

The group operates a defined benefit pension scheme. The group’s net obligation in respect of its defined benefit plan is
calculated by estimating the amount of future benefit that employees have earned in return for their service in the current and
prior periods, discounting that amount and deducting the fair value of any plan assets.

The calculation of defined benefit obligations is performed annually by a qualified actuary using the projected unit credit method.
When the calculation results in a potential asset for the group, the recognised asset is limited to the present value of economic
benefits available in the form of any future refunds from the plan or reductions in future contributions to the plan. To calculate
the present value of economic benefits, consideration is given to any applicable minimum funding requirements.

Re-measurements of the net defined benefit liability, which comprise actuarial gains and losses, the return on plan assets
(excluding interest) and the effect of the asset ceiling (if any, excluding interest), are recognised immediately within other
comprehensive income. The group determines the net interest expense (income) on the net defined benefit liability (asset) for
the period by applying the discount rate used to measure the defined benefit obligation at the beginning of the annual period to
the then-net defined benefit liability (asset), taking into account any changes in the net defined benefit liability (asset) during the
period as a result of contributions and benefit payments. Net interest expense and other expenses related to defined benefit
plans are recognised in the income statement.

The group also operates defined contribution pension schemes. The pension costs charged in the financial statements represent
the contributions payable by the group during the year. Differences between contributions payable in the year and contributions
actually paid are shown as either accruals or prepayments in the balance sheet.

Short-term employee benefits are expensed as the related service is provided. A liability is recognised for the amount expected
to be paid if the group has a present legal or constructive obligation to pay this amount as a result of past service provided by
the employee and the obligation can be estimated reliably.

Derivative financial instruments and hedging

Derivative financial instruments are recognised at fair value. The gain or loss on re-measurement to fair value is recognised
immediately in the income statement. However, where derivatives qualify for hedge accounting, recognition of any resultant gain
or loss depends on the nature of the item being hedged.

The fair value of forward contracts is calculated by reference to market forward rates at the balance sheet date.

In order to qualify for hedge accounting, the group is required to document in advance the relationship between the item being
hedged and the hedging instrument and demonstrate that the hedge will be highly effective on an ongoing basis. This
effectiveness testing is re-performed periodically to ensure that the hedge remains highly effective.

Gains and losses on the hedging instrument relating to the effective portion of the hedge are recognised in other comprehensive
income. Gains or losses relating to any ineffective portion are taken immediately to the income statement. Amounts accumulated
in equity are transferred to the income statement when the foreign operation is partially disposed of or sold. Currently the group
does not utilise either fair value or cash flow hedge accounting.

Share capital
Share capital issued by the group is recorded at the proceeds received, net of direct issue costs. _

Dividends
Interim dividends are recorded when paid. The liability for final dividends are recorded when the dividends are approved by the

company’s shareholders.
Exceptional items

Exceptional items are those significant items which are mcremental to normal operations and are separately disclosed by virtue
of their nature or size to enable a better understanding of the group's underlying financial performance.
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BAXTERS FOOD GROUP LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE 10 MONTH PERIOD ENDED 2 APRIL 2016

3.

Critical accounting estimates and judgements
In preparing these consolidated.financial statements, management has made judgements, estimates and assumptions that affect

the application of the group's accounting policies and the reported amount of assets, liabilities, income and expenses. Actual-
results may differ from these estimates. Estimates and judgements are continually evaluated and are based on historical
experience and other factors, including expectation of future events that are believed to be reasonable under the circumstances.

Employee Benefits ,
The present value of the group’s defined benefit pension obligations depends on a number of actuarial assumptions. The key

assumptions used include the discount rate, future salary and pension increases, mortality rates applicable to scheme members
and long term inflation rates. Due to the long-term nature of these schemes, the estimates are subject to significant uncertainty.
An analysis of the sensitivity of the pension obligations to changes in key assumptions is provided in note: 26.

Goodwill and other intangible assets
Impairment reviews in respect of goodwill are performed annually unless an event indicates that an impairment review is

" necessary. Impairment reviews in respect of intangible assets are performed when an event indicates that an impairment review

is necessary. Examples of such triggering events include a significant planned restructuring, a major change in market conditions
or technology, expectations of future operaling losses, or a significant reduction in cash flows. The recoverable amounts of cash
generating units are determined based on the higher of net realisable value and value in use calculations. These calculations
require the use of estimates. Intangible assets with indefinite useful lives are tested annually for impairment.

The group has considered the impact of the assumptions used on the calculations and has conducted sensitivity analysis on the
impairment tests of the cash generating units’ carrying values. Further details of the sensitivity analysis is provided in note 13.

Acquired brands, trademarks and customer relationships are considered to have finite lives that range from 20-45 years. Acquired
trade names are considered to have an indefinite useful life. The determination of the useful lives takes into account certain
quantitative factors such as sales expectations and also many qualitative factors such as history and market positioning, hence
the determination of useful lives are subject to estimates and judgement. Further details are provided in note 13. -

Deferred tax .
The recognition of deferred tax assets is dependent upon an estimation of future taxable profits that will be available against

which deductible temporary differences can be utilised. In the event that actual taxable profits are different, such differences may
impact the carrying value of such deferred tax assets in future years. Further details of recognised (and unrecognised) deferred

tax assets are provided in note 11.

Revenue
An analysis of group revenue by geographical area is as follows:

10 months Restated
ended year ended
2 April 2016 30 May 2015
£000 £'000
United Kingdom 80,605 101,126
International 168,035 124,472
248,640 225,598

The directors believe the group to have one revenue type, being the manufacture and supply of high quality ambient food.
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