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Bob Spooner
Group Supply Chain Director 

Skills and experience: Bob joined Premier Foods as 
Group Operations Director in April 2007. In October 
2011 Bob was appointed Group Supply Chain 
Director with responsibility for the Group’s combined 
Operations, Technical and Procurement functions. 
Before joining, Bob was Group Supply Director 
for Northern Foods plc and Managing Director of 
Northern Foods’ Pastry Products business and prior 
to that held senior operational and supply chain roles 
with ICI Paints, and Sara Lee. 

Key responsibilities: These include leading and 
implementing the Group’s manufacturing, logistics, 
procurement, technical and innovation strategy 
across the businesses.

Iwan Williams
Managing Director

Skills and experience: Iwan joined Premier Foods 
in November 2011 as Managing Director. Iwan has 
a wealth of general management and marketing 
experience gained through previous roles including 
President of McCormicks Europe, Middle East and 
Africa and Strategic Marketing Director of Coca- 
Cola, Asia Pacific. His earlier career included time 
with S.C. Johnson Wax and Cadbury Schweppes.

Key responsibilities: These include responsibility 
for the day-to-day operations of the Group’s 
Grocery and Bakery businesses.

Mark Vickery
Group IS & Change Director

Skills and experience: Mark joined the Group 
in early 2005 as Director of IS & Change 
Management. Following the acquisition of RHM he 
assumed the role of Group IS & Change Director. 
Mark started his career at Unilever plc where he 
spent 17 years working in a number of businesses 
and geographies. He then moved to United 
Biscuits as IS Director prior to joining Premier 
Foods.

Key responsibilities: These include managing 
the Information Services function and delivering 
major system and change programmes into the 
business.
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Overview of our corporate governance framework
This report sets out our approach to corporate governance and our commitment to work towards best practice recognising our position 
as one of the largest manufacturers in the UK food industry. Corporate governance continues to evolve and we will continue to monitor our 
procedures to respond to new issues and strive for best practice. We believe in transparency in governance and in maintaining the highest 
ethical standards in all our business dealings. During 2011 the Company complied with all the provisions of the UK Corporate Governance 
Code (the “Code”). The Code is available on the Financial Reporting Council’s website. 

For further details of the role of the committees above see pages 49 to 52 and 66.

LEADERSHIP
Our Board structure

Executive/non-executive 

director split

Boardroom gender diversity Length of Board tenure 

(including executive directors)

Board skills  

and experience

	 n Non-executive directors 62% n Male 87% n 0–3 years 62% n Branded retail industry 31%

	 n Chairman 13% n Female 13% n 4–6 years 25% n Finance 23% 

	 n Executive directors 25%  n 7–9 years 13% n Retail sector 31%

    n Marketing & sales 15%

Group Executive

Corporate Policy Group

Treasury Risk
Management Committee

Risk Review Group

Sustainability Steering
Group

Internal control framework

Plc Board

Audit
Committee

Finance
Committee

Nomination
Committee

Remuneration
Committee

Group Executive
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Below is a table summarising the directors during the year and committee membership:

Designation
Audit

Committee 
Finance

Committee
Nomination
Committee

Remuneration
Committee

Current directors
Michael Clarke Chief Executive Officer x
Mark Moran Chief Financial Officer x
Ronnie Bell Non-executive Chairman x x x
Charles Miller Smith Non-executive Deputy Chairman x x
David Beever Senior Independent Director x x x x
Ian McHoul Independent non-executive director x x x
Louise Makin Independent non-executive director x x
David Wild Independent non-executive director x x x
Past directors
Robert Schofield Chief Executive Officer
Jim Smart Chief Financial Officer
Tim Kelly Chief Operating Officer
David Felwick Senior Independent Director

Q. Who is on the Board and who are the Group 
Executive?

A. Biographies of the current directors and members of the Group 
Executive are provided on pages 38 to 41. Biographies of the Board 
are also included in the Notice of AGM to aid shareholder election/
re-election decision making.

Q. What changes have been made to the Board 
during the year?

A. In 2011 the following Board changes took place: 

 • Michael Clarke was appointed CEO on 16 August 2011 and 
Robert Schofield retired from the Board on 13 September 2011; 

 • Mark Moran was appointed as CFO on 8 December 2011 and 
Jim Smart resigned; 

 • Tim Kelly resigned as COO on 25 November 2011;
 • David Wild was appointed as a non-executive director on  

7 March 2011;
 • David Felwick resigned as a non-executive director on 28 April 

2011; and
 • David Beever was appointed as Senior Independent Director on 

28 April 2011 following David Felwick’s resignation.

Q. What is the role of the non-executive 
directors?

A. The independence, external experience and challenge non-
executive directors bring to the Board is essential to its effective 
operation. The current non-executive directors bring extensive and 
broad ranging experience as highlighted in the biographies on pages 
38 to 39. The Board considers that the non-executive directors, with 
the exception of Charles Miller Smith (as noted below in conflicts of 
interest), are independent in character and judgement.

Q. Is the Board able to appoint additional 
directors?

A. The Board has the power to appoint one or more directors. 
Under the Articles any such director shall hold office until the next 
AGM when they shall be eligible for election. With the exception 
of Charles Miller Smith (as noted below in conflicts of interest), an 
ordinary resolution of the shareholders is sufficient to appoint or 
remove a director. 

Q. How does the Board comply with the 
requirements of the Code?

A. During 2011 the Company complied with all aspects of the 
Code. The Company is also compliant with the Walker Review 
recommendations for the annual election/re-election of directors which 
will take place at the 2012 AGM. Details of the executive director/non-
executive director split can be found on page 43. 

Q. Do any of the directors have conflicts of 
interest?

A. The Company has procedures for managing conflicts of interest 
in place and directors have continuing obligations to update the 
Board on any changes to these conflicts. This process includes 
relevant disclosure at the beginning of each Board meeting and also 
the Company’s annual formal review of potential conflict situations 
which includes the use of a questionnaire.

Under the terms of the Relationship Agreement between the 
Company and Warburg Pincus, Charles Milller Smith, a senior 
adviser to Warburg Pincus, was appointed to the Board. Under the 
agreement, Warburg Pincus (with the agreement of the Company) 
may appoint to the Board a director so long as they retain a 
minimum interest of 239,802,158 shares in the Company.

Ronnie Bell is also Chairman of Milk Link Ltd, a supplier of milk to the 
Group. The Board reviewed this relationship on his appointment and 
was satisfied that it does not impact on his independence. Ronnie 
will absent himself from any discussions regarding Milk Link at Board 
meetings. 

Save as disclosed above, no director had a material interest at any 
time in any contract of significance with the Company or Group other 
than his/her service contract. 

Corporate governance report continued



O
ur business

Perform
ance

Financial statem
ents

www.premierfoods.co.ukStock code: PFD

21103-02  15/03/2012 Proof 13

Sum
m

ary

45

G
o

vernance

Q. What are the roles and responsibilities of the Board and its key members?

A.
The Board: The Chairman:
The Board has an agreed schedule of matters reserved which 
include:
 • Setting long-term strategic and commercial objectives;
 • Approving annual operating and capital budgets;
 • Reviewing business performance;
 • Overseeing the Group’s internal control systems; and 
 • Ensuring appropriate resources are in place to enable the  

Group to meet its objectives.

The Board delegates to the Group Executive responsibility for 
overseeing the implementation of the Group’s policies and strategy. 

The Chairman’s responsibilities are primarily the leadership of the 
Board and ensuring its effectiveness. This is achieved by:

 • Chairing Board meetings; setting the agendas in consultation 
with the CEO and General Counsel and Company Secretary; and 
encouraging directors’ active participation in Board discussions;

 • Leading the performance evaluation of the Board, its committees 
and individual directors;

 • Promoting the highest standards of corporate governance 
including compliance with the Code wherever possible;

 • Ensuring timely and accurate distribution of information to the 
directors and effective communication with shareholders;

 • Establishing an effective working relationship with the CEO 
by providing support and advice whilst respecting executive 
responsibility; and

 • Periodically holding meetings with the non-executive directors 
without the executive directors present.

The Deputy Chairman:

The Deputy Chairman is responsible for:
 • Supporting the Chairman in discharging his duties; and
 • Where appropriate deputising for the Chairman in his absence.

The Chief Executive Officer: The Senior Independent Director:
The CEO is responsible for: 
 • The executive management of the Group; and 
 • Ensuring the implementation of Board strategy and policy  

within the approved budgets and timescales. 

The CEO is assisted in meeting his responsibilities by the CFO  
and the Group Executive (who head up the Group’s principal 
operations and functions). 

The SID is responsible for:
 • Supporting the Chairman and leading the non-executive directors 

in the oversight of the Chairman and CEO. 

The SID’s specific responsibility is to be available to shareholders if 
they have concerns which the normal channels have failed to resolve 
or where such contact is inappropriate.

Q. What are the directors paid?

A. Details of the directors’ service contracts, letters of appointment, 
emoluments, personal interests and beneficial interests in Company 
shares and share options are found in the remuneration report on 
pages 73 to 75.

Q. Does the Company maintain directors’ and 
officers’ liability insurance?

A. Yes, this insurance covers the directors and officers against the 
costs of defending themselves in civil proceedings taken against them in 
their capacity as a director or officer of the Company and in respect of 
damages resulting from the unsuccessful defence of any proceedings.

Q. How does the Board allocate its time? 

A. Below is a chart which summarises the approximate time the 
Board has spent discussing agenda items at scheduled Board 
meetings during the year to 31 December 2011:

 n Strategy 31%

 n Finance & Risk 24%

 n Governance 18%

 n Operations 16%

 n Succession 11%

Q. How has compliance with the UK Bribery  
Act 2010 been dealt with by the Group?

A. During 2011 we undertook a full scale review of practices 
to ensure compliance with the Bribery Act 2010. Before its 
implementation the Board was presented with a paper from 
the General Counsel and Company Secretary on the possible 
impact this legislation may have on the Group. It was agreed 
that an Anti-Corruption Policy would be introduced and an 
employee training programme rolled out.

The Corporate Policy Group approved the policy and with the 
support of the Board and members of the Group Executive, 
management were trained and asked to disseminate this 
information to their teams. Employees were communicated with 
by our internal intranet site PremierNet and subsequently asked 
to confirm their acceptance of the policy when logging onto their 
computers. Additionally, departments with a high level of risk 
received bespoke face-to-face training. 

Governance Focus: UK Bribery Act 2010
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Q. What commitment has the Company made to 
diversity and inclusion at Board level?

A. The Board announced via the Group’s website its intention to 
adopt as policy an aim to have at least two female Board directors 
by 2015. The Board believes in the importance of diversity (in its 
widest sense) and the benefits that it can bring to the operation 
of an effective Board. This is taken into account whenever a new 
appointment is undertaken with the aim to have individuals with a 
broad range of skills, backgrounds and experience reflecting both the 
type of industry and the geographical locations in which we operate.

Go online
www.premierfoods.co.uk/about-us/corporate-governance/gender-diversity.cfm

Q. How are we driving the diversity agenda below 
Board level?

A. We believe there are further opportunities to drive gender diversity 
at levels below the Board, both within the organisation as a whole 
and particularly within senior management. We intend to focus on 
understanding how best to develop and retain women through all 
levels of the organisation and to identify and understand where 
potential blocks exist. Below is a graph illustrating gender diversity 
across the Group.

% Female workforce as at 31 December 2011  

at Premier Foods

Q. How does the Board keep up-to-date on key 
governance issues?

A. The Board believes that keeping up-to-date with developments 
in corporate governance is important and therefore a standing item 
on the Board agenda is corporate governance. The General Counsel 
and Company Secretary prepares a Board paper each meeting 
and presents updates on recent legal, regulatory and governance 
issues including relevant case law. During the year this has included 
updates on: BIS’s Future of Narrative Reporting and Executive 
Remuneration; FRC’s Effective Company Stewardship; Lord Davies 
Report — Women on Boards; and the Bribery Act 2010.

EFFECTIvENESS
Q. What is the mix between executive and non-
executive directors on the Board?

A. The directors believe that there should be an appropriate 
combination of executive and non-executive directors on the Board. 
The Company complies with the Code which states that at least half 
the Board (excluding the Chairman) should comprise of non-executive 
directors. The current mix of directors is shown on page 43.

Q. Does the Chairman meet with the non-
executive directors in the absence of the 
executive directors?

A. Yes, this is one of the Chairman’s responsibilities and is essential 
to maintain good corporate governance. 

Q. What is the average length of time directors 
are appointed to the Board? 

A. The Board believes it is important to maintain an appropriate 
balance between length of service, to ensure independent judgement, 
and an appropriate level of experience and skill. The Board regularly 
undertakes a review of succession plans for both executive and non-
executive directors. The length of service of the current non-executive 
directors is shown in the graph below against the average length of 
service, which currently stands at three years seven months.
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Details of all directors’ appointment terms are set out on page 72.

Q. Does the Company offer the directors access 
to independent professional advice?

A. Yes, procedures are in place which allow directors to take 
independent professional advice in the course of their duties. In 
addition, all directors have access to the advice and services of 
the General Counsel and Company Secretary. If any director were 
to have a concern over any unresolved business issue following 
professional advice, they are entitled to require the General Counsel 
and Company Secretary to minute that concern. Should they later 
resign over a concern non-executive directors are asked to provide a 
written statement to the Chairman for circulation to the Board.

Corporate governance report continued
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Governance Focus: Board and Individual Performance Reviews

A. Annually a Board performance review is carried out which measures its performance and that of its committees. Alongside this review 
each director receives an appraisal. Appraisals are conducted by the Chairman for the CEO and by the Senior Independent Director (following 
discussions with the other non-executive directors) for the Chairman.

The Board has for many years maintained a policy to conduct an external Board evaluation every three years. The last independent 
external review was conducted in 2009 by Boardroom Review.

In 2010 a questionnaire was used for the review, however, it was agreed that in 2011 face-to-face interviews would be undertaken by the 
General Counsel and Company Secretary to allow more open communications. The Board evaluation was completed and feedback from 
the evaluation was provided in the form of a written report to the Board in December 2011, which was then debated and actions agreed.

Q. What did the 2011 Board evaluation cover?

A. Key areas for the review were agreed with the Chairman at the outset and covered eight categories:

 • Strategy;	 •			Performance;

 • Risk	management;	 •			Board	process,	information	and	support;

 • Committees;	 •			Chairman;	and

 • Board	culture;	 •			Director	development.

Q. What were the outcomes of the 2011 evaluation?

A. Board members are very supportive of the need to be transparent and are committed to good corporate governance. As a result of the 
review an action plan was implemented which is set out below:

Action plan for 2012 resulting from the Board effectiveness review 

Strategy  • Deepen knowledge with additional quarterly half-day strategy reviews prior to scheduled 
Board meetings with a particular focus on the external environment.

Performance — Management & 

NED interaction

 • Strengthen contact between NEDs and management by inviting management to attend 
and present at all Board meetings.

Performance — Information to NEDs  • Increase the number of site visits during 2012.
 • Enhance flow of information from management by resuming monthly in-depth brand and 

customer reviews.

Board process, information and 

support

 • Continue to develop Board portal to ensure timely, cost-effective provision of Board 
materials.

 • Management to review the optimum level of detail in presentations and papers to the 
Board.

Committees  • Finance Committee — Review the need for this committee post completion of re-financing.
 • Nomination Committee — Talent development and management succession planning.
 • Nomination Committee — Consider 2015 diversity target with all Board appointments.

Q. How do we make sure our Board and its committees are effective?
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Q. How frequently did the Board and committees meet in 2011? 

A. The Board held 10 scheduled meetings in the year and in addition six meetings were convened for specific business. In addition to the 
scheduled committee meetings detailed in the table below an additional two finance committee meetings, an audit committee meeting and a 
nomination committee meeting were held. 

Meetings are usually held at the Company’s head office in St Albans; however, twice a year the Board visits the Group’s sites to see the 
business in action and hold their meetings. Details of the attendance at scheduled Board and committee meetings are set out below: 

Group 
Board 

(10)

Audit 
Committee 

(4)

Finance 
Committee

(3)

Nomination 
Committee 

(2)

Remuneration 
Committee

(4)

Current directors
Michael Clarke1 3(3) 15 — 15 15

Mark Moran2 1(1) 15 — — —
Ronnie Bell 10 45 3 2 4
Charles Miller Smith 9 45 3 2 45

David Beever 9 3 3 2 3
Ian McHoul 10 4 2 2 35

Louise Makin 10 45 — 2 4
David Wild3 9(9) 3(3) — 1(1) 3(3)
Past directors
Robert Schofield1 7(7) 35 2 15 25

Jim Smart2 10 45 3 — 15

Tim Kelly2 9(9) 35 1(1) — —
David Felwick4 3(3) 15 15 1(1) 2(2)

1 Michael Clarke was appointed CEO on 16 August 2011 and Robert Schofield retired as a director on 13 September 2011.
2 Mark Moran was appointed as CFO on 8 December 2011 and Jim Smart resigned, Tim Kelly resigned on 25 November 2011.
3 Appointed as a director on 7 March 2011. 
4 Retired as a director on 28 April 2011.
5 Attendance by invitation.

Figures in brackets indicate the maximum number of meetings that could have been attended by that director. David Beever missed one 
Board meeting and two committee meetings, which were held on the same day, owing to a prior work commitment known to the Board in 
advance. Ian McHoul missed one committee meeting due to the rescheduling of a meeting by the Company and Charles Miller Smith missed 
one Board meeting due to a prior work commitment known to the Board in advance.

Q. How does the Board keep up-to-date with business developments?

A. The Board: 

 • Meets regularly with the Group Executive; 
 • Receives extensive business presentations; and
 • Conducts an annual strategy review. 

As detailed above each year two site visits are arranged for the Board to meet with senior operational management and to undertake a site 
visit before its planned Board meetings. Due to director changes during the year the Board only completed one visit to the Bury St Edmunds’ 
site where Loyd Grossman, Branston and Haywards products are manufactured.

Q. What committees does the Board have?

A. The Board has four committees which assist in the discharge of its responsibilities: 

 • Audit Committee;
 • Finance Committee;
 • Nomination Committee; and
 • Remuneration Committee.

Corporate governance report continued
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Q. Does the Group have any other committees?

A. Michael Clarke is assisted by the work of the Group Executive 
and its subcommittees. Together these form part of the Company’s 
corporate governance framework, but are not formally appointed 
committees of the Board.

 • Group Executive — Responsible under the leadership of 
Michael Clarke for the day-to-day management of the business, 
setting performance targets and implementing the Group’s 
strategy and direction as determined by the Board. Members of 
the Committee include Michael Clarke, Mark Moran and members 
of the Group Executive.

Other management committees
 • Corporate Policy Group — Responsible for the effective 

implementation of policies taking into account changes in 
regulations and other business risks. Members of the committee 
include members of the Group Executive and senior operational 
management.

 • Sustainability Steering Group — Responsible for providing 
direction to, and oversight of, the implementation of the Group’s 
sustainability programme which is built around the four core 
themes of Marketplace, Environment, Workplace and Community. 
Its objective is to identify and mitigate, both environmental 
and social risks in order to protect and enhance the Group’s 
reputation and build trust amongst its many stakeholders. 
Members of the committee include the CEO, members of the 
Group Executive, and senior operational management.

 • Risk Review Group — Responsible for sponsoring and driving 
effective risk management throughout the business and making 
recommendations to the Audit Committee as appropriate; 
monitoring and reporting on all material business risks which 
might impact the delivery of the Group’s strategic goals and 
objectives; and agreeing with management appropriate mitigating 
actions. Members of the committee include the CFO, members of 
the Group Executive and senior operational management.

 • Treasury Risk Management Committee — Responsible 
for the oversight of designated material foreign currency and 
commodity exposures and agreeing with senior management 
appropriate mitigating actions. Members of the committee 
include members of the Group Executive and senior operational 
management.

AUDIT COMMITTEE

The Committee has responsibility for reviewing the effectiveness 
of the Group’s financial reporting systems and the internal control 
policies and procedures for the identification, assessment and 
reporting of risk. The Committee also keeps under review the 
relationship with the external auditors, including the terms of 
their engagement and fees, their independence and expertise, 
resources and qualification, and the effectiveness of the audit 
process.

The Committee’s terms of reference are available on the Group’s 
website:

Go online
www.premierfoods.co.uk/about-us/corporate-governance/board-committees.cfm

Q. Who is on the Committee?

A.
Committee member Position Comments
Ian McHoul Chairman Independent NED
David Beever Member SID
David Wild Member Independent NED

Both Ian McHoul and David Beever have recent and relevant financial 
experience, Ian McHoul as the CFO of Amec plc and David Beever 
as a member of the KPMG Advisory Board.

Q. How many meetings were held during the 
year?

A. The Committee held four scheduled meetings in the year 
and in addition one meeting was convened for specific business. 
The Committee met with the internal and external auditors on 
four occasions in the year without the presence of management. 
Attendance at the scheduled meetings is shown in the table on  
page 48.
 
Q. What is the role of the Committee?

A. The Committee has been delegated authority by the Board to:

 • Monitor financial reporting, including the annual and interim 
reports, preliminary results announcements and formal 
announcements relating to financial performance and reporting;

 • Ensure the effectiveness of the Group’s internal controls and risk 
management systems;

 • Review and update the whistleblowing arrangements;
 • Monitor and review the effectiveness of the Group’s internal audit 

function, including the approval of any appointment or removal of 
the head of the internal audit and risk function;
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 • Consider and make recommendations to the Board on the 
appointment, reappointment and removal of external auditors 
including the setting of their remuneration; 

 • Review the external auditors’ independence and objectivity and 
the effectiveness of the audit processes; and 

 • Develop and implement a policy on the engagement of the 
external auditors to supply non-audit services and report to the 
Board matters identified where action or improvement is required.

Q. Who are the Group’s auditors?

A. Since the Company was listed on the London Stock Exchange 
in July 2004 PricewaterhouseCoopers LLP (“PwC”) have been the 
Group’s auditors. Annually the Committee reviews the relationship 
the Group has with PwC and for the year ended 31 December 2011 
the Committee was satisfied with the independence, objectivity and 
effectiveness of the relationship with the external auditor. Accordingly, 
the Committee does not consider it necessary to require PwC to 
tender for the Group’s audit work. 

The external auditors are required to rotate the audit partners 
responsible for the Group and subsidiary audits every five years 
with the next rotation occurring in 2012. There are no contractual 
obligations restricting the Group’s choice of external auditors. At the 
2012 AGM the re-election of PwC as the Group’s auditors will be 
proposed to shareholders.

Q. What non-audit services were provided by the 
Group’s auditors during the year?

A. There is an established policy governing the engagement of PwC 
for non-audit services designed to ensure that any services provided 
do not impair the objectivity of the external auditors. The policy 
includes a fee limit for the provision of non-audit services, above which 
a formal tender process must normally be undertaken. During the year 
PwC was engaged to advise on the Group’s financing arrangements, 
in particular reviewing and assessing the Group’s strategy, operations 
and performance forecasts for the purposes of the Group re-financing. 
Fees incurred in relation to this work were £2.1m.

Before commissioning PwC to undertake this work the Committee 
reviewed the proposal in detail with both management and PwC to 
assess any potential threat to their independence. The Committee 
is aware of, and sensitive to, investor body guidelines on non-audit 
fees. However, given the nature of work required in connection with 
the re-financing of the Group in 2011/2012 it was assessed that 
PwC were best placed to perform these additional services in view of 
their knowledge of the business, the time constraints in completing 
the work and the likely cost. 

Following the unanimous consent from the Group’s banking 
syndicate, swap counterparties and pension schemes to the terms of 
a re-financing package, which is expected to be signed by the end of 
March 2012, the Committee expects that the level of non-audit fees 
will be significantly lower going forward.

Q. What key issues did the Committee discuss 
during the year?

A. During the year the Committee:

 • Received regular reports from the internal audit function, 
ensured it was adequately resourced, monitored its activities and 
effectiveness, and agreed the annual audit plan; 

 • Conducted a review of the effectiveness of the internal audit 
function including Internal Control Self Assessments;

 • Conducted an internal review of the Group’s external auditors 
which included a review of the auditors’ independence, objectivity 
and the effectiveness of the audit process;

 • Considered the external auditors’ report for the year ended  
31 December 2010 and recommended the reappointment of the 
external auditors;

 • Considered the impact of key accounting issues, which included 
the impact on accounting for changes in the Group’s pension 
scheme;

 • Reviewed the non-audit services spend policy and approved the 
engagement of PwC as an adviser in relation to certain internal 
projects;

 • Rolled out the new Anti-Corruption policy and Group-wide 
awareness programme;

 • Approved the Group’s risk management policy and key business 
risks; and

 • Received updates on the Group’s whistleblowing arrangements. 
 

Ian McHoul
Chairman of the Audit Committee
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FINANCE  
COMMITTEE

The Committee is responsible for reviewing the Group’s 
financial strategy, approving any changes to this strategy 
and overseeing the Group’s treasury operations and policies 
including the use of financial instruments such as interest rate 
swaps. The Committee also reviews the investment strategy 
and performance of the Group’s pension schemes. 

The Committee’s terms of reference are available on the Group’s 
website:

Go online
www.premierfoods.co.uk/about-us/corporate-governance/board-committees.cfm

Q. Who is on the Committee?

A.
Committee member Position Comments
David Beever Chairman SID
Michael Clarke Member CEO
Mark Moran Member CFO
Ronnie Bell Member Chairman (NED)
Charles Miller Smith Member Deputy Chairman (NED)
Ian McHoul Member Independent NED
Paul Leach Member Group Treasurer

Q. How many meetings were held during  
the year?

A. The Committee held three scheduled meetings in the year and 
in addition two meetings were was convened for specific business. 
Attendance at the meetings is shown in the table on page 48.

Q. What is the role of the Committee?

A. The Committee has been delegated authority by the Board to:

 • Review and make recommendations to the Board on matters 
relating to the Group’s capital structure, financing and pensions 
strategy;

 • Oversee the governance and activities of the Treasury Risk 
Management Committee;

 • Review the investment strategy and funding levels of the Group’s 
pension schemes in order to reduce risk;

 • Review the Group’s financial policy and strategy; and
 • Monitor the Group’s liquidity, covenant and going concern 

positions.

Q. What key issues did the Committee discuss 
during the year?

A. During the year the Committee:

 • Reviewed the Group’s financial strategy including the Group’s 
swap arrangements and sources of funding;

 • Reviewed and recommended a new re-financing structure for 
approval by the Board;

 • Reviewed the investments strategy of the Group’s pension 
schemes in order to reduce risk;

 • Approved amendments to the Group’s Treasury Policy; 
 • Reviewed the Group’s directors’ and officers’ insurance cover; 

and
 • Conducted a comprehensive review of corporate advisers. 

 David Beever
Chairman of the Finance Committee

NOMINATION  
COMMITTEE

The Committee is responsible for considering the size, 
structure and composition of the Board, retirement and 
appointment of additional and replacement directors and 
making appropriate recommendations so as to maintain an 
appropriate balance of skills and experience on the Board.

The Committee’s terms of reference are available on the Group’s 
website:

Go online
www.premierfoods.co.uk/about-us/corporate-governance/board-committees.cfm

Q. Who is on the Committee?

A.
Committee member Position Comments
Ronnie Bell Chairman Chairman (NED)
Charles Miller Smith Member Deputy Chairman (NED)
David Beever Member SID
Ian McHoul Member Independent NED
Louise Makin Member Independent NED
David Wild Member Independent NED



Premier Foods plc  Annual report and accounts 2011  

21103-02  15/03/2012 Proof 13

52

Corporate governance report continued

Governance Focus: Director Induction Programme

Q. Does the Company have a director induction programme?

A. Yes, all directors receive a tailored induction on joining the Board covering their duties and responsibilities as directors. Non-executive 
directors also receive a full briefing document on all areas of the Group’s business and they may request further information as they 
consider necessary. A typical non-executive director induction would include:

Stage one Matters covered
Provision of documents Duties of a director, Board procedures, corporate governance 

including provision of an ICSA compliant governance manual.
Stage two Matters covered
Meeting with CEO & CFO Business overview, current trading, key commercial issues.
Meetings with non-executive directors Open discussion forums.
Meeting with General Counsel and Company Secretary Board process and governance issues/updates, key legal, risk 

and internal audit matters.
Meetings with each of the Group Executive Commercial issues and projects as applicable for Operations, 

Sales, Supply Chain, Corporate Affairs, HR, Procurement, 
Marketing, Technology and Innovation, and ISC.

Meeting with Investor Relations Investor relations matters and any updates.
Meeting with Treasury Treasury and insurance matters and any updates.
Stage three Matters covered
Site visits Understanding of the business and operations.

Q. How many meetings were held during the 
year?

A. The Committee held two scheduled meetings in the year and 
additionally was convened on a further occasion for specific business. 
Attendance at the meetings is shown in the table on page 48.
 
Q. What is the role of the Committee?

A The Committee has been delegated authority by the Board to:

 • Lead the formal, rigorous and transparent process for Board 
appointments including a review of the skills, experience and 
knowledge of the existing directors to ensure any potential 
shortlisted candidates will benefit the balance of the Board;

 • Give full consideration to succession planning taking into account 
the challenges and opportunities facing the Group and what skills 
and expertise would benefit the Board in the future; 

 • Regularly review the structure, size and composition (including 
independence and knowledge) of the Board and make 
recommendations to the Board regarding changes; and

 • Agree the job specification for the Chairman, including an 
assessment of the time commitment expected, recognising the 
need for availability in the event of a crisis.

Q. What key issues did the Committee discuss 
during the year?

A. During the year the Committee:

 • Undertook an extensive recruitment process and recommended 
the appointment of a new CEO using an external search agency; 

 • Recommended the approval of Mark Moran as CFO;
 • Recommended the appointment of David Wild as a non-executive 

director;
 • Undertook an annual review of the composition and expertise of 

the Board; 
 • Recommended the directors for reappointment at the 2011 AGM; 

and
 • Reviewed performance appraisals for members of the Group 

Executive.

Q. What processes are in place for succession 
planning?

A. The Committee reviews the succession requirements of the 
Board (including the need for diversity) on an annual basis and 
makes recommendations to the Board as appropriate. 

  
Ronnie Bell
Chairman of the Nomination Committee
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REMUNERATION

REMUNERATION  
COMMITTEE

The Committee is responsible for determining and agreeing the 
overall remuneration strategy for executive directors and senior 
management, determining the individual remuneration packages 
for the Chairman, executive directors, General Counsel and 
Company Secretary and senior management and approving the 
design of all share incentive plans. 
 

The Committee’s terms of reference are available on the Group’s 
website:

Go online
www.premierfoods.co.uk/about-us/corporate-governance/board-committees.cfm

Further details on the Remuneration Committee including a list of its 
members can be found in the directors’ remuneration report on pages 
64 to 76.

Louise Makin
Chairman of the Remuneration Committee

ACCOUNTABILITY
Risk management
Our risk control framework operates as follows:

Q. What are the Board’s responsibilities for risk 
management?

A. Managing risk effectively is integral to the achievement of the 
Group’s strategic objectives. We have an established governance 
structure, which has continued throughout 2011, this supports the 
early identification and mitigation of key business risks.

The Board has ultimate responsibility for ensuring that business risks 
are effectively managed. The Board has considered and approved 
the risk management policy, risk appetite of the Group and has 
delegated the regular review of the risk management process to the 
Audit Committee. The Audit Committee receives regular reports from 
the internal and external auditors and monitors progress against 
agreed action plans arising from control reviews. It also reviews the 
results of the Internal Control Self Assessment process which is 
conducted annually across the business. Details of this process are 
given below.

Day-to-day risk management is the responsibility of senior 
management as part of their everyday business processes and is 
underpinned by the Group’s policies and procedures to ensure that it 
is fully embedded. There is a structured business review process that 
operates across all business areas and this, along with the corporate 
governance framework, further underpins the ongoing management 
of risk.

Q. What are the aims of the internal control 
system?

A. The internal control system principally provides an ongoing 
process that identifies, evaluates and manages the risks that 
are significant in relation to the fulfilment of the Group’s business 
objectives. The system is designed to manage rather than to 
eliminate risk and provides reasonable but not absolute assurance 
against material misstatement or loss. The system also supports 
senior management’s decision-making, improves the reliability of 
business performance, and assists in the preparation of the Group’s 
consolidated accounts.

Q. How is the Group’s internal audit programme 
decided?

A. Each year the Audit Committee meets to discuss and approve 
the nature and scope of the internal audit programme for the year. 
The Audit Committee then instructs the internal audit function 
to undertake the agreed schedule of audits during which the 
effectiveness of the controls operating within the business are 
reviewed. Additional internal audits are added to the schedule in 
circumstances such as the acquisition or disposal of a business or 
any other significant business development.

Q. How are internal controls monitored?

A. Annually, comprehensive Internal Control Self Assessment 
questionnaires are required from senior management from business 
areas across the Group. These self assessment questionnaires 
are designed to ensure that any material control breakdowns are 
highlighted and the operation of internal controls are addressed. 
To ensure their accuracy, these assessments are tested as part of 
the internal audit process. The results are initially reviewed by the 
divisional units and then by member of the Group Executive prior to 
formal review by the Audit Committee. 
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Following each independent internal audit, a report is produced 
showing the findings which are reported to the Group Executive and 
any corrective action is agreed. Summaries of these reports and 
details of progress against action plans are presented to the Audit 
Committee for discussion and review.

Q. Does the Board conduct an annual review of 
internal controls?

A. Yes, in accordance with the Turnbull Guidance an annual 
review is conducted. The Board has delegated authority to the 
Audit Committee to regularly monitor internal controls and conduct 
the annual review. This review covers all material controls such as 
financial, operational and compliance, and also risk management 
systems in place throughout the year under review up to the 
date of this annual report. Processes underpinning the financial 
reporting systems are managed and monitored by line and financial 
management. Following the Audit Committee’s review the Board 
receives a report of their findings for discussion and to implement the 
necessary actions to remedy any control weaknesses.

Q. What financial reporting controls are in place?

A. Data in the Group’s financial statements is reconciled to the 
underlying financial systems. A review of the data is undertaken to 
ensure that the true position and results of the Group are reflected, 
through compliance with approved accounting practices.

Q. Does the Group maintain a risk register?

A. Each member of the Group Executive is required to maintain a 
risk register which includes the key risks that have been identified, 
their potential impact and probability of occurrence, the risk 
owner, action, and action owner along with timescales for effective 
mitigation. 

Every six months, the Group Executive reviews the overall Corporate 
Risk Register and assesses progress on the implementation of 
mitigation strategies along with consideration of new and emerging 
risks. 

Once reviewed by the Group Executive, the Corporate Risk Register 
is presented to the Audit Committee for consideration. Additionally, 
once a year, a separate risk meeting is held with the non-executive 
directors without the presence of management. The purpose of this 
session is to provide additional challenge to the internal risk process 
by considering risk in its widest context, in particular taking account 
of the following: 

 • The world in which we operate;
 • Our marketplace; and
 • The Group’s specific risks.

The results of the non-executive directors’ risk meeting forms part of 
the overall process for reviewing the Corporate Risk Register at the 
end of the financial year.

Economic  
conditions

Competition & 
consumer

Pension 
obligations

Food manufacturing 
industry

Customer 
relationships

Re-financing

Business 
strategy

External

Internal

Steady ChangingDisposals

Price 
volatility

The ‘risk radar’ below sets out our key risk factors:
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Q. What are the Group’s key risk factors?

A.

Business strategy and reliance on business recovery Competition and consumer risk

Risk
The Group suffered a significant deterioration in its trading 
performance during 2011. In order to achieve the Group’s recovery 
plan and address unsatisfactory trading performance, management’s 
strategic focus and investment is on its eight Power Brands, which 
management believes have the strongest potential for long-term 
sustainable growth. This strategic focus is likely to result in further 
selective divestments of non-core businesses and significant 
cost saving initiatives to improve the underlying performance of 
the business. All or any of these initiatives may fail to improve 
performance or fail to occur and consequently have adverse 
consequences on the Group’s financial position. 

Mitigation

In the summer of 2011 the Board appointed Michael Clarke as CEO. 
Michael Clarke has conducted a strategic review of the business and 
is now executing a clear and focused strategy. Michael Clarke has 
moved quickly to strengthen the senior management structure. There 
is regular review of progress against key milestones, and to ensure 
the strategy is communicated and understood, the Group regularly 
engages with a wide range of stakeholders including shareholders, 
colleagues, customers and suppliers.

Risk

The Group operates in a highly competitive environment and in fast 
moving sectors of the food industry. If we are unable to respond 
to competitor actions or to deliver products that meet consumer 
demand and preferences this could adversely impact the Group’s 
results. Furthermore, there is currently excess supply in the bread 
market, resulting in intense competition between suppliers, and 
customers regularly transferring business between suppliers. In 
response to a changing competitive environment and the actions 
of competitors, the Group may make pricing, service or marketing 
decisions that could have a material impact on revenues and results.

Mitigation

The Group has a strategy to invest in new product development, 
packaging innovation and marketing. We regularly monitor consumer 
trends and consumption habits and have a good track record of 
new product development. During the year we further developed 
our innovation process and increased resources for innovation and 
marketing and plan to continue this further in 2012. Additionally, the 
Board has approved investment for a number of capital expenditure 
projects related to new product development.

Debt burden Changes in the cost and availability of raw materials

Risk

The Group has bank borrowings of £1.4bn and supports three 
defined benefit pension schemes in the UK. All three pension 
schemes have significant funding deficits which could have a 
significant adverse impact on the financial condition of the Group. 
The Company does not pay dividends and is restricted from paying 
dividends under the terms of its financing arrangements. The Group 
is also restricted from raising additional forms of debt finance and is 
not able to use free cash flow for acquisitions.

Mitigation

The Group obtained unanimous consent to its new re-financing 
arrangements which will provide funding until June 2016. The re-
financing package is subject to final documentation being put in 
place. The directors are confident this will be achieved and signed 
by the end of March 2012. In addition, the Group has agreed 
deficit recovery plans with its three pension schemes and is actively 
exploring liability containment strategies. During the year the Group 
closed its final salary pension schemes and replaced them with 
career average schemes which were closed to new entrants. New 
employees are now provided with pensions on a defined contribution 
basis.

Risk

The Group purchases its raw materials, many of which are 
commodities, from numerous suppliers and many of these raw 
materials are subject to potentially significant price fluctuations. If 
the costs of raw materials were to rise and the Group was unable to 
absorb/mitigate or pass such increases on to its customers in full or 
in a timely manner, then its operating profits and cash flow would be 
adversely affected. If the supply of any of the Group’s raw materials 
is constrained for any reason this could also have an adverse impact 
on the business.

Mitigation

We have continued to experience significant inflation both within 
raw materials and packaging costs and we expect this to continue 
in 2012. However, we have a centralised procurement function with 
significant category expertise and we seek to mitigate the position 
by the targeted forward buying of products, value engineering, 
innovation and through our relationships with suppliers and 
customers.
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Customer relationship risk Economic conditions

Risk

The Group’s top five customers are all major UK retailers and account 
for approximately 56% of the Group’s revenue. In line with industry 
practice, the majority of the Group’s sales are by means of short-term 
standard purchase orders rather than long-term contracts. In recent 
years, the major multiple retailers have increased their share of the 
UK grocery market and price competition between these retailers has 
intensified. This price competition has led the major multiple retailers 
to seek lower prices and increased promotions from their suppliers. 
There can be no assurance that the Group’s customers will continue 
to purchase its products at current volumes, at current pricing or on 
current terms. In addition, if any major customer reduced or ceased 
its business with the Group or were to experience a decline in the 
marketplace, there could be a significant adverse effect on the Group’s 
financial condition and prospects.

Mitigation

A key element of the Group’s strategy is to develop long-term 
sustainable relationships with its customers. The Group invests 
significant resources to maintain strong multi-level commercial 
relationships with its customers. These relationships can provide the 
Group with a deep understanding of its customers’ needs which 
means the Group is well placed to derive competitive advantage to 
increase its share of its customers’ business and benefit from their 
growth in the market.

Risk

During 2011 the risks and uncertainties around the UK’s general 
economic conditions and volatility of international markets have 
continued to impact the Group, our suppliers, customers and 
consumers. A deeper and/or more prolonged downturn or a 
‘double-dip’ recession may lead to an overall decline in the volume 
of the Group’s sales and ‘down trading’ may also continue, whereby 
consumers move away from the Group’s branded products to more 
value orientated non-branded products.

Mitigation

The Group has a broad portfolio of well known and much loved 
products and operates over a large number of categories, which 
allows it to actively respond to changing market conditions. Given  
the uncertain outlook in the general economic environment, the 
Group continues to closely manage its costs and cash flows.

Risks relating to business restructuring Food manufacturing industry risk

Risk

The Group has sold a number of businesses over the last 12 
months and under various disposal agreements, has given certain 
representations, warranties and indemnities in favour of the 
purchasers which, if breached, may result in financial claims against 
the Group. The Group is part way through its divestment programme 
and further disposal agreements with representations, warranties  
and indemnities will be entered in to.

Mitigation

In each sale process the Group has undertaken an appropriately 
thorough disclosure process and has achieved limitation of liability 
provisions in the sale documentation. The Group has an experienced 
deal team with a good track record of managing post completion 
risk.

Risk

As a food manufacturer, the Group is subject to legislation and 
regulations in the UK, the EU and elsewhere in relation to food 
and its production, to health, to employees and their safety, and to 
the environment and its preservation. Violations of any laws could 
result in fines and sanctions as well as reputational risk.  Should 
any product contamination occur, it could lead to product recalls 
or liabilities to customers or consumers. Health scares can impact 
demand for certain food.

Mitigation

It is the Group’s policy to require that its entire business comply with 
relevant laws and regulations. The Group has an excellent food  
safety record and the Group continues to focus on high levels of 
operational control and continued improvement in all of the above 
areas. The Group has a leading technical function which sets high 
standards for hygiene and product quality, which is subject to regular 
internal and external monitoring. During the year we were awarded 
Manufacturer of the Year at the European Manufacturing Summit 
which recognised the Group’s significant achievements in supply 
chain management. The Group maintains crisis management and 
business continuity plans which are subject to periodic testing. 
Additionally, the Group has insurance cover in place to mitigate the 
financial impact of these risks.
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RELATIONS WITH SHAREHOLDERS
Q. How does the Company engage with 
shareholders?

A. An important role of the Board is to represent and promote the 
interests of its shareholders as well as being accountable to them for 
the performance and activities of the Group.

The Board believes it is very important to engage with its 
shareholders and does this in a number of ways through 
presentations, conference calls, face-to-face meetings and the AGM. 
Following the announcement of the Group’s half year and year-end 
results, presentations are made to analysts and major shareholders 
to update them on the progress the Group has made towards its 
goals and invite them to ask questions. 

Following the announcement of the Group’s trading updates and 
interim management statements, conference calls take place with 
analysts and major shareholders to update them on the Group’s 
progress. Full details on results presentations, RNS releases, interim 
management statements and conference calls are available on the 
Group’s website:

Go online
www.premierfoods.co.uk/investors/

The Company held an Investor Seminar on 13 May 2011, for 
investors and analysts, presenting strategic plans and providing 
an opportunity for attendees to ask questions of directors and the 
Group Executive. A webcast of the event and presentation materials 
are available to view on the Group’s website:

Go online
www.premierfoods.co.uk/investors/results-and-presentations/

The main channel of communication to institutional investors is 
through the CEO, CFO and Head of Investor Relations. The CEO 
and CFO are available to meet with shareholders during the year; the 
Chairman, Deputy Chairman and Senior Independent Director are 
also available to discuss any issues and concerns of shareholders 
and welcome questions posed to the Board and committees. 

Additionally, key senior management may host ad hoc meetings and 
events for institutional shareholders. Currently around 12 sell-side 
research analysts publish research on the Group; their details are 
published on the Group’s website:

Go online
www.premierfoods.co.uk/investors/shareholder-information/analysts.cfm

In 2011 the Remuneration Committee Chairman consulted with 
shareholders to discuss proposed changes in long-term incentive 
arrangements and other remuneration issues.

Q. How is the Board updated on the latest 
shareholder information?

A. The Board receive a detailed investor relations update at each 
Board meeting which covers (amongst other things) share price 
movements, shareholder register movements, analyst reports, a 
summary of investor meetings and other recent activity. The Board 
also receives comprehensive feedback from the Company’s brokers, 
following investor roadshows after half year and year-end results.

Ronnie Bell
Chairman
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Other statutory information

Pages 1 to 76 (together with the sections of the annual report 
incorporated by reference) constitute the Directors’ Report. The 
financial statements are presented on pages 77 to 135.

Principal activities
Premier Foods plc (the “Company”) is the holding company of the Premier 
Foods Group of companies (the “Group”). The Group manufactures, 
processes and distributes some of Britain’s favourite food brands. We 
employ around 12,000 people and operate from over 40 sites in the UK.

GENERAL
Articles of Association
The Company’s Articles may only be amended by a special 
resolution at a general meeting. The Articles are available on the 
Group’s website:

Go online
www.premierfoods.co.uk/about-us/corporate-governance/articles-of-association.cfm

Employees
Disclosures on employee policies and the employment of disabled 
people are set out on pages 18 to 19.

Profit and dividends
The loss on continuing operations before tax for the financial 
year was £259.1m (2010: £28.5m profit). The directors do not 
recommend the payment of a dividend for 2011 (2010: £nil).

Research and development
Applied research and development work continues to be directed 
towards the introduction of new and improved products; the 
application of new technology to reduce unit and operating costs; 
and to improve service to customers. Research and development 
costs of £8.4m (2010: £10.6m) were incurred in continuing 
operations during the year.

Significant agreements
The following significant agreements contain provisions that take 
effect, alter or terminate upon a change of control of the Company 
following a takeover bid.

 • The Group has a term and revolving facilities agreement originally 
for £2.1bn entered into in 2006 and a receivables purchase 
agreement and guarantee dated 30 December 2007. Recent 
unanimous consent from the Company’s banking syndicate, 
swap counterparties and pension schemes will lead to a restated 
re-financing package, which is expected to be signed by the end 
of March 2012. The current and new facilities agreements contain 
customary change of control provisions which allow the lenders 
or an individual lender to demand repayment of the facilities 
in full on a change of control. The new receivables purchase 
agreement contains change of control provisions which allow the 
provider of the funding to terminate or suspend the operation of 
the agreement and demand payment of all amounts outstanding 
under the agreement on a change of control. 

 • The Group entered into a Relationship Agreement with Warburg 
Pincus LLC in March 2009 setting out the terms and conditions 
under which Warburg Pincus have the right to appoint a director 
to the Board and also governing the retention of its shareholding 
in the Company and the purchase of further shares. Under the 
Relationship Agreement, Charles Miller Smith was appointed 
to the Board on 16 June 2009. In the event of a change of 
control or if the shareholding of Warburg Pincus falls below 
239,802,158 shares the Company may give notice to terminate 
the appointment of Charles Miller Smith.

The Company does not have agreements with any director or 
employee that would provide compensation for loss of office or 
employment as a result of a successful takeover bid except that 
provisions of the Company’s share schemes may cause options and 
awards granted under such schemes to vest.

Business disposals
The Group entered into the following agreements to dispose of 
certain businesses in 2011:

 • On 15 December 2011, the Group entered into an agreement 
with The Boyne Valley Group for the sale of four Irish brands 
comprising Chivers, Gateaux, McDonnells and the Erin licence for 
a gross cash consideration of €41.4m. This disposal completed 
on 23 January 2012. As part of the disposal the Group and 
The Boyne Valley Group entered in to an agreement for certain 
transitional services provided by the Group to The Boyne Valley 
Group, and vice versa, for a period following closing.

 • On 8 December 2011, the Group entered into an agreement 
with 2 Sisters Food Group for the disposal of the Brookes Avana 
business comprising of RF Brookes chilled foods and Avana 
Bakeries for a cash consideration of £30.3m on a debt free 
and cash free basis. This disposal completed on 30 December 
2011. As part of the disposal the Group and 2 Sisters Food 
Group entered in to an agreement for certain transitional services 
provided by the Group to the 2 Sisters Food Group, and vice 
versa, for a period following closing.

 • On 7 February 2011, the Group entered into an agreement with 
Princes Ltd (a wholly owned subsidiary of Mitsubishi Corporate of 
Japan) for the sale of the East Anglian canned grocery operations 
and related assets for an aggregate consideration of £182.2m 
payable in cash on closing. This disposal completed on  
23 July 2011. As part of the disposal the Group and Princes Ltd 
entered into an agreement for certain transitional services to be 
provided by the Group to the Princes Group, and vice versa; these 
arrangements will end by 31 March 2012.

 • On 24 January 2011, the Group entered into an agreement with 
Exponent Private Equity LLP for the sale of the entire issued share 
capital of Marlow Foods Ltd, the owner of the Meat-free business, 
for an aggregate consideration of £205.0m, on a cash and debt 
free basis. This disposal was approved by shareholders on 3 March 
and completed on 7 March 2011. As part of the disposal the 
Group and Exponent Private Equity LLP entered into an agreement 
for certain transitional services provided by the Group to the 
Exponent Group, and vice versa; these arrangements ended in 
October 2011.
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FINANCIAL
Charitable and political donations
During the year the Group made charitable donations to the following 
charities: the Royal British Legion (£3,760), the Caldecott Foundation 
(£5,000), Red Nose Day (£6,000), Scottish Sports Futures (£6,000) and 
the Irish Bakers Benevolent Society (£8,827). Total charitable donations 
during the year amounted to £85,097 (2010: £166,555). In line with Group 
policy no political donations were made during the year (2010: £nil).

Financial instruments
The financial risk management objectives and policies of the Group, 
and its exposure to price, credit, liquidity and cash flow risk are set 
out in note 22 to the Group financial statements.

Going concern
The Group has obtained consent from its banking syndicate, swap 
counterparties and pension schemes on a re-financing package 
subject to the formalities of final documents being signed, expected 
by the end of March 2012.

The directors are confident that the necessary documentation will be 
finalised and signed by the end of March 2012 and that all conditions 
precedent will be met. The directors therefore have a reasonable 
expectation that the Group has adequate resources to operate in the 
ordinary course of business and to meet its obligations as they fall 
due. Thus the financial statements have been prepared on a going 
concern basis.

Supplier payment policy
The Company had no amounts owing to trade creditors at  
31 December 2011 (2010: £nil). The Group’s creditor days 
outstanding at 31 December 2011 were 72.7 days (2010: 68.8 days) 
of purchases, based on the ratio of Group trade creditors at the 
end of the year to the amounts invoiced during the year. The Group 
has standard payment terms of end of the month plus 60 days. Our 
terms and conditions are available on the Group’s website:

Go online
www.premierfoods.co.uk/about-us/our-suppliers/

Payment terms for purchases under major contracts are agreed as 
part of the contract negotiations.

Statement of directors’ responsibilities for the 
annual report
The directors are responsible for preparing the annual report, the 
directors’ remuneration report and the Group and Company financial 
statements in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements 
for each financial year. Under that law the directors have prepared the 
Group financial statements in accordance with International Financial 
Reporting Standards (“IFRSs”) as adopted by the EU, and the parent 
company financial statements in accordance with UK Generally 
Accepted Accounting Practice (UK Accounting Standards and 
applicable law). Under company law the directors must not approve the 
Group or Company financial statements unless they are satisfied that 
they give a true and fair view of the state of affairs of the Group and the 
Company and of the profit or loss for that period. In preparing these 
financial statements, the directors are required to:

 • Select suitable accounting policies and then apply them 
consistently;

 • Make judgements and accounting estimates that are reasonable 
and prudent;

 • State whether IFRSs as adopted by the EU and applicable 
UK Accounting Standards have been followed, subject to any 
material departures disclosed and explained in the Group and 
parent company financial statements respectively; and

 • Prepare the Group and Company 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’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 and the directors’ remuneration 
report comply with the Companies Act 2006 and, as regards the 
Group financial statements, Article 4 of the IAS Regulation. 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.
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The directors are responsible for the maintenance and integrity of 
the Group’s website: www.premierfoods.co.uk. Legislation in the UK 
governing the preparation and dissemination of financial statements 
may differ from legislation in other jurisdictions. 
 
Information made available on the website does not constitute part 
of this annual report. The information has been prepared under the 
relevant acounting standards and legislation.

Each of the directors, whose names and functions are listed on 
pages 38 to 39, confirm that, to the best of their knowledge:

 • The Group financial statements, which have been prepared in 
accordance with IFRSs as adopted by the EU, give a true and fair view 
of the assets, liabilities, financial position and loss of the Group; and

 • The Directors’ Report contained on pages 1 to 76 includes a 
fair review of the development and performance of the business 
and the position of the Group, together with a description of the 
principal risks and uncertainties that it faces.

Subsequent events
Since the balance sheet date the Group has continued to progress 
its strategy. In line with this, details of post-balance sheet events are 
set out in note 31 of the Group financial statements.

AUDITORS
Independent auditors
The Audit Committee has recommended PricewaterhouseCoopers 
LLP’s (“PwC”) reappointment and PwC has indicated its willingness 
to continue as auditors. The reappointment of PwC and the setting 
of their remuneration will be proposed at the 2012 AGM.

Auditors and the disclosure of information to 
auditors
The Companies Act requires directors to provide the Group’s auditors 
with every opportunity to take whatever steps and undertake whatever 
inspections they consider to be appropriate for the purpose of enabling 
them to give their audit report. The directors, having made appropriate 
enquiries, confirm that:

 • So far as each director is aware, there is no relevant audit 
information of which the Group’s auditors are unaware; and 

 • Each director has taken all the steps that they ought to have 
taken as a director to make themselves aware of any relevant 
audit information and to establish that the Group’s auditors are 
aware of that information.

Approved by the Board and signed on its behalf by:

Andrew McDonald
General Counsel and Company Secretary
18 March 2012

Other statutory information continued
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Shareholder information

Share capital information
The Company’s issued share capital at 31 December 2011 comprised 2,398,058,019 ordinary 1p shares. During the period 36,438 ordinary 
shares were issued; details of the movements can be found in note 25. All of the ordinary shares rank equally with respect to voting rights, the 
rights to receive dividends and distributions on a winding up.

Analysis of share register
As at 31 December 2011, there were 8,352 registered holders of the 2,398,058,019 ordinary 1p shares in issue. The Company’s 
shareholdings are analysed below:

Number of shares
Number of 

holdings
% of total 

shareholders

Number of 
ordinary 

shares
% of ordinary 

shares
1–500 830 9.94 242,206 0.01
501–1,000 997 11.94 838,159 0.03
1,001–2,000 1,357 16.25 2,131,578 0.09
2,001–5,000 1,979 23.69 6,775,340 0.28
5,001–10,000 1,094 13.10 8,413,755 0.35
10,001–100,000 1,621 19.41 50,625,889 2.11
100,001–highest 474 5.67 2,329,031,092 97.13
TOTAL 8,352 100 2,398,058,019 100

Holders
Number of 

holdings
% of total 

shareholders

Number of 
ordinary 

shares
% of ordinary 

shares
Private 6,331 75.8 76,724,254 3.2
Institutional and corporate 2,021 24.2 2,321,333,765 96.8
TOTAL 8,352 100 2,398,058,019 100

Substantial shareholdings
Information provided to the Company pursuant to the Financial Services Authority’s (“FSA”) Disclosure and Transparency Rules (“DTRs”) is 
published on a Regulatory Information Service and on the Group’s website. As at 18 March 2012, the Company is aware of the following 
interests of 3% or more in the Company:

Shareholder
Ordinary

shares
% of 

 capital
Nature

 of holding
Warburg Pincus LLC 380,853,510 15.88 Direct
Paulson & Co. Inc. 262,927,422 10.96 Direct
Templeton Investment Counsel, LLC 179,962,642 7.50 Direct
TD Waterhouse (Europe) Ltd 121,841,921 5.08 Indirect
Barclays Private Bank (UK) 110,263,698 4.60 Indirect
Norges Bank Investment Management 96,798,824 4.04 Direct
Legal & General Investment Management Ltd 84,634,534 3.53 Direct
Dimensional Fund Advisors LP 79,615,779 3.32 Direct

Restrictions on transfer of securities
In accordance with the Articles there are no restrictions on share transfers, limitations on the holding of any class of shares or any requirement 
for prior approval of any transfer other than as disclosed in significant agreements on page 58.

Powers of the Company to issue or buy back its own shares
At the 2011 AGM over 99% of shareholders voted in favour of the directors being granted authority to allot shares up to a predetermined 
amount and for the directors to make market purchases of ordinary shares. Any ordinary shares purchased in the market may be cancelled 
or held in treasury. These authorities will expire at the conclusion of the 2012 AGM when authority to allot shares only will be sought. Shares 
acquired through Company share schemes rank pari passu with the shares in issue and have no special rights. No share purchases were 
made in 2011.
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Shareholder information continued

SHAREHOLDER FAQs
Many of the information requests received by our shareholder helpline can be found in the investor section of our website. Shareholders 
can also sign up for regulatory news alerts to receive an email when news on the Group is released. These include additional financial news 
releases throughout the year, which are not mailed to shareholders.

Go online
www.premierfoods.co.uk/investors/

Managing your shares
The Company’s Register of Members is maintained by our registrar, Equiniti. Shareholders with queries relating to their shareholding should 
contact Equiniti directly using the details given in key contacts below.

Duplicate documents
Many shareholders still receive duplicate documentation from having more than one account on the share register. If you think you fall into this 
category and would like to combine your accounts, please contact Equiniti.

Notifying the Company of a change of address
Shareholders should notify Equiniti in writing of any change. If shares are held in joint names, the notification must be signed by the first 
named shareholder.

Notifying the Company of a change of name
To notify the Company of a change of name please inform Equiniti in writing. A copy of any marriage certificate or change of name deed 
should be provided as evidence of the name change.

Transferring Premier Foods plc shares
Transferring shares to someone else requires the completion of a stock transfer form. These forms are available by calling Equiniti. 

Lost Premier Foods plc share certificate(s)
Shareholders who have lost their share certificate(s) or have had their certificate(s) stolen should inform Equiniti immediately by phone. 

Found an old share certificate for Premier Foods plc
Shareholders who find they have an old share certificate and wish to find out its value should contact Equiniti directly using the details below. 

ShareGift
Shareholders with a small number of shares, the value of which makes it uneconomic to sell them, may wish to consider donating them to 
charity through ShareGift, a registered charity administered by The Orr Mackintosh Foundation. Find out more at www.sharegift.org or 
call +44 (0)20 7930 3737.

viewing the Articles of the Company
The Articles and other documents referred to in this annual report are available for inspection at the registered office. The Articles are available 
on the Group’s website:

Go online
www.premierfoods.co.uk/about-us/corporate-governance/articles-of-association.cfm

CORRESPONDENCE WITH SHAREHOLDERS DURING THE YEAR
Electronic communications with shareholders
In January 2012 shareholders were consulted and encouraged to sign up to receive electronic communications instead of paper copies. This 
enables the Group to operate in a more environmentally friendly and cost-effective way. 
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Shareholder security
In November 2011 shareholders were reminded via an update to the website to remain vigilant regarding share scams and fraud. For further 
details refer to the Group’s website.

Go online
www.premierfoods.co.uk/investors/shareholder-information/share-scams-and-fraud.cfm

ANNUAL GENERAL MEETING (AGM)
The AGM usually takes place in London and is an opportunity for all shareholders to ask questions and vote on the resolutions put forward by 
the Board. At least 20 working days before the AGM the Notice of AGM, a copy of this annual report (if they request a copy in writing) and a 
Form of Proxy are issued to shareholders. All documents relating to the AGM are available on the Group’s website.

Go online
www.premierfoods.co.uk/investors/shareholder-information/

The Notice of AGM sets out the proposed resolutions and a brief synopsis of each of them. Shareholders are invited to either attend the AGM 
in person or appoint a proxy to vote on their behalf. Voting at the AGM is by poll as this gives a more democratic outcome given that the proxy 
votes are added to the votes cast in person. Details of the proxy votes for, against and withheld are made available on the Group’s website 
after the AGM.

The Chairmen of the Audit, Finance, Nomination and Remuneration committees are normally available at the AGM to take any relevant 
questions and all other directors are expected to attend. All directors attended the 2011 AGM.

2012 AGM — 3 May 2012 at 10.00 am
The 2012 AGM will be held at the Holiday Inn — Bloomsbury, Coram Street, London, WC1N 1HT. 

KEY CONTACTS
Registered office and head office
Premier Foods plc, Premier House, Centrium Business Park, Griffiths Way, St Albans, Hertfordshire, AL1 2RE. 
Registered in England and Wales (5160050).
Tel: +44 (0)1727 815850.

General Counsel and Company Secretary
Andrew McDonald
email: company.secretary@premierfoods.co.uk
Tel: +44 (0)1727 815850.

Investor Relations
Richard Godden
email: investor.relations@premierfoods.co.uk 
Tel: +44 (0)1727 815850.

Registrar 
Equiniti, Aspect House, Spencer Road, Lancing, West Sussex, BN99 6DA. 
Tel: 0871 384 2030 or +44 (0)121 415 7047. 
Textphone: 0871 384 2255 or +44 (0)121 415 7028. 
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Part 1: Unaudited information
The directors’ remuneration report provides information on the Group’s overall remuneration strategy as well as detailed disclosure of 
directors’ remuneration and long-term incentive arrangements. A resolution will be put to shareholders at the Company’s 2012 AGM inviting 
them to approve this report.

Dear Shareholders

2011 has been a challenging year for the Remuneration Committee. The first half of the year saw the successful introduction of 
the Long Term Incentive Plan with the first awards made in May 2011. The second half of the year has focused on the significant 
management changes within the Group and determining the remuneration arrangements that should be in place for 2012 taking in to 
account the Group’s underperformance in 2011 but also recognising that the new management team should be fairly rewarded and 
incentivised for delivering a turnaround in business performance. 

As covered in detail in the earlier sections of this annual report the Group was impacted by a number of challenges during the year 
which have led to the results for the year being significantly below expectation. This in turn led the Group to enter into discussions with 
its banks to put in place a new re-financing facility. 

Following the announcement of Robert Schofield’s intention to retire, the Board moved quickly to identify a successor with the 
experience and track record to stem the decline in profitability and stabilise the business. Michael Clarke has extensive experience 
within the branded food industry and proven ability in managing and growing brands which we believe will be essential in returning the 
Group to profitable growth.

In order to achieve Michael Clarke’s successful appointment in extremely challenging circumstances it was deemed necessary to 
compensate Michael Clarke for his forfeited 2011 bonus entitlement and outstanding share awards from his previous employer. Full 
details of these arrangements are set on page 67 of this report.

Following Michael Clarke’s appointment as CEO in August 2011 a new senior management structure was introduced. In addition, Mark 
Moran was appointed as the Group’s new CFO in December 2011. 

Payments to Robert Schofield, Jim Smart and Tim Kelly who left during the year were in line with the terms of their employment 
contracts and full details are set out on page 67 of this report. 

The challenge for the Committee has been consideration of the 2012 remuneration arrangements while the re-financing discussions 
were still being concluded. The Committee was conscious that the 2012 variable pay arrangements should be closely aligned with the 
delivery of the strategic plan to restore profitable growth in line with the growth strategy as outlined in the Chief Executive’s Statement  
on pages 8 to 11.  

The annual bonus arrangements for 2012 reflect the focus on turnover, branded sales, profit and cash flow, and for Michael Clarke this 
includes targets associated with the successful re-financing, a key objective for the Group.  

The Committee has determined that awards under the 2012 LTIP will be solely 
in the form of Performance Shares. The performance targets will be based on a 
combination of EPS and absolute TSR which are closely aligned with improving the 
profitability of the Group and delivering shareholder returns.

Louise Makin
Chairman of the Remuneration Committee
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Directors’ remuneration report continued

THE COMMITTEE:
Q. Who is on the Committee? 

A. The table below identifies the Committee members and attendees. In 
accordance with the Committee’s terms of reference, no one attending 
a Committee meeting may participate in discussions relating to his/her 
own terms and conditions of service or remuneration. Only independent, 
non-executive directors may become members of the Committee. 
The chairman of the Board may also serve on the Committee if he was 
considered independent on appointment.

Committee member1 Position Comments
Louise Makin Chairman Independent NED
Ronnie Bell Member Chairman (NED)
David Beever Member SID
David Wild Member Independent NED
David Felwick Member Former SID

Committee attendee2 Position Comments
Michael Clarke CEO Attends 

by invitation
Brian Carlton Group HR Director Attends 

by invitation
Andrew McDonald General Counsel &

Company Secretary
Secretary 

to the Committee
New Bridge Street (NBS) — Attend 

by invitation
Robert Schofield CEO Former CEO
Suzanne Wise General Counsel &

Company Secretary
Former Secretary 
to the Committee

1  David Wild was appointed to the Committee on 7 March 2011 and David  
 Felwick resigned on 28 April 2011. 
2 Michael Clarke was appointed CEO on 16 August 2011 and Robert  
 Schofield retired from the Board on 13 September 2011; and Andrew  
 McDonald replaced Suzanne Wise as Secretary to the Committee on  
 1 November 2011. 

Over the course of the year the Committee held four meetings. 
Details of attendance at the meetings are shown in the attendance 
table on page 48.

Q. Who advises the Committee?

A. The Committee invites individuals to attend meetings to provide 
advice so as to ensure that the Committee’s decisions are informed 
and take account of pay and conditions across the Group. These 
individuals include the Group HR director. 

During the year the Committee considered the role of the 
remuneration advisors and it decided that New Bridge Street (NBS) 
should advise the Committee.

During the year NBS provided advice in connection with executive 
remuneration arrangements and the Company’s share incentive 
arrangements. Aon Hewitt (the parent company of NBS) provided 
advice to the Group in relation to pension contribution salary 
exchange, administration of our pension schemes and investment 
advice to our trustees.

Q. What is the role of the Committee?

A. The Committee adheres to principles of accountability 
and transparency to ensure that remuneration arrangements 
demonstrate a clear link between reward and performance. In its 
work, the Committee considers fully the relevant legal and regulatory 
requirements, provisions and recommendations of the UK Corporate 
Governance Code (the “Code”) and associated guidance. 

The Committee has delegated authority from the Board to: 

 • Determine and agree the remuneration strategy for executive 
directors and senior management;

 • Review and approve the remuneration packages for the 
Chairman, executive directors, General Counsel and Company 
Secretary and senior management;

 • Agree the terms of employment including recruitment and 
termination terms of executive directors, ensuring any payments 
on departure are fair to the individual and the Company, whilst 
avoiding payment for failure and recognising the departing 
individual’s duty to mitigate loss; 

 • Approve the design of all share incentive plans including all-
employee share schemes and where appropriate oversee any 
subsequent changes; and

 • Recommend appropriate performance conditions and targets for 
the variable element of remuneration packages and determine 
the extent to which performance targets have been achieved.

The Committee terms of reference are available on the Group’s 
website: 

Go online
www.premierfoods.co.uk/about-us/corporate-governance/board-committees.cfm

 
Q. What key issues did the Committee discuss 
during the year?

A. In addition to the issues discussed in the letter from the 
Remuneration Committee Chairman on page 65 the Committee also:

 • Agreed the remuneration arrangements for the new CEO and 
CFO on appointment in 2011; 

 • Performed an annual review in April 2011 of executive directors’ 
and senior managers’ base salaries;

 • Reviewed and recommended executive directors’ and senior 
managers’ annual bonuses in respect of 2010 and set the targets 
for the annual bonus in respect of 2011;

 • Reviewed the performance outcome for CIP and LTIP awards 
granted in 2008;

 • Granted 2011 awards under the LTIP;
 • Granted 2011 awards under the SAYE scheme for all eligible 

employees in the UK and Ireland; and
 • Undertook a review of remuneration advisers.
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Q. What was paid to Michael Clarke on joining?

A. Michael Clarke’s appointment was announced on 14 July 2011 
and he joined the Group on 16 August 2011. In order to achieve 
his successful appointment in extraordinary circumstances the 
Committee agreed to the following compensatory payments:

 • In recognition of forfeited 2011 bonus entitlement from his previous 
employer Michael Clarke was eligible to receive an annual bonus 
of £400,000 (to be paid entirely in cash) in respect of 2011. The 
payment of this bonus was dependent on the formulation of a 
recovery plan for the Group. The Committee considered that this 
condition was satisfied and the bonus should be payable  
in full;

 • As compensation for forfeited equity awards from his previous 
employer that would have vested in January/February 2012, a 
cash bonus of £1.5m was paid immediately on acceptance of the 
appointment, the net proceeds of which were to be (and have 
been) invested in Company shares; and

 • In recognition of the forfeiture of long term incentive awards from 
his previous employer, due to vest in February 2013 and February 
2014, the Company agreed with Michael Clarke that, as soon 
as possible following the commencement of his employment, 
he would be awarded shares to compensate for the expected 
value of these forfeited LTIP awards (£1.49m in aggregate). The 
expected value of those forfeited awards was determined based 
on a prudent assessment of the extent to which the performance 
conditions had been achieved up to the date of cessation of 
employment with his previous employer.  
 
Since Michael Clarke’s appointment the Company has been in 
a prohibited period and therefore unable to make the long-term 
incentive awards. In light of the recent share price volatility the 
Committee decided that although it was important that there 
should be a significant share-based element to these awards, an 
award solely in the form of shares could result in excessive share 
usage and could make the level of gearing in the award too high. 
Accordingly, the Committee determined to deliver the value (i.e. 
£1.49m) by way of a mix of 8.75 million shares, comprising two 
awards over a maximum of 5 million shares (the “2013 Award”) 
and a maximum of 3.75 million shares (the “2014 Award”, and 
together with the 2013 Award the “Recruitment Awards”) plus the 
right to receive two conditional cash payments for the balance 
of the value determined at the date of grant. The Recruitment 
Awards are due to vest in line with the original vesting dates, 
after the announcement of the 2012 results (2013 Award) and 
after the announcement of the 2013 results (2014 Award). The 
cash payment (if any) will only be paid when and to the extent 
the Recruitment Awards are exercised. If the Recruitment 
Awards lapse any cash payment due will be scaled back to take 
account of the number of shares that have lapsed. In accordance 
with Listing Rule 9.4.3 a summary of the principal terms of the 
Recruitment Awards is set out on page 71.  

Q. What was paid to the executive directors on 
leaving?

A. Details of these payments are given below:

Robert Schofield 
At the 2011 AGM Robert Schofield gave notice of his intention to 
retire on 28 April 2012 but remain in post until a successor was 
appointed. Following the successful recruitment of Michael Clarke it 
was agreed that he step down as CEO on 16 August 2011 and retire 
as a director of the Company with effect from 13 September 2011.

The Committee determined he should be paid the remainder of his 
notice and accordingly he will receive salary payments, benefits in 
kind and a cash allowance in lieu of pension at the rates applicable 
at the time of the announcement on a monthly basis for the period to 
28 April 2012, amounting to a payment of £419,205. 

Jim Smart
Jim Smart was entitled to receive 12 months’ notice under the terms 
of his employment contract and received a payment amounting to 
£509,350. This included his pension supplement above the Premier 
Foods Pension Scheme “earnings cap”, pension opt-out allowance 
and compensation for loss of accrued holiday entitlement. In 
addition, he will continue to be provided with health insurance for a 
period of 12 months or such earlier date alternative employment is 
secured.

The Committee noted that he had a contractual right to receive 
a payment in respect of an on-target bonus, however, it was 
determined that this would not be paid.
 
Tim Kelly
Tim Kelly was entitled to receive 12 months’ notice under the terms 
of his employment contract and received a payment amounting to 
£492,050. This included his pension supplement above the RHM 
Pension Scheme “earnings cap”, pension opt-out allowance and 
location supplement. In addition, he will continue to be provided with 
a company car and health insurance for a period of 12 months or 
such earlier date alternative employment is secured. 
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Directors’ remuneration report continued

REMUNERATION POLICY
Q. What is the overall remuneration policy?

A. Our policy is set out below:

Broad policy To set remuneration levels so as to attract and retain high calibre executives and to encourage and 
reward superior business performance which is linked to the delivery of our business strategy.

How do we seek to apply our  
policy in the boardroom?

Remuneration for executive directors is intended to reward against criteria that are relevant and 
realistic but also challenging, so that superior performance is encouraged. 

Executive directors should have sufficient focus on the long-term performance of the Group and  
be aligned with the interests of shareholders, we are therefore committed to the use of equity-
based performance-related schemes and encourage executives to build up meaningful 
shareholdings in the Company. A significant proportion of remuneration is performance linked, see 
below. Details of executive director share ownership guidelines are set out below.

When is the policy reviewed? During 2011 the remuneration committee reviewed the policy to ensure performance-related 
incentives, as well as annual salary, are supportive of operating objectives and conducive to the 
delivery of shareholder value. It is considered that the policy continues to remain appropriate. 

The policy will continue to be reviewed annually.

In March every year the Committee reviews the remuneration of senior management to ensure it 
remains competitive and challenging.

What are we doing for 2012? The Committee believes that the remuneration structure will continue to support the Group, 
however, given the new strategic priorities of the Group (as set out in the Chief Executive’s 
Statement on pages 8 to 11) the Committee will keep under review the current remuneration 
structure to ensure it is adequately aligned with these priorities.

The Committee will ensure that the remuneration arrangements for 2012 are affordable without 
excessive share dilution and that the performance conditions used in our plans are consistent with 
delivering strong returns to shareholders.

Q. Are there share ownership guidelines for 
executive directors?

A. Since 2006 all executive directors have been expected to build a 
holding of shares within three years of appointment at least equal to 
their annual salary (valued at the time of purchase). The Committee 
believes that these shareholding guidelines can be an effective 
means of aligning directors’ interests with those of our shareholders. 
As at the year end Michael Clarke and Mark Moran were in 
compliance with this policy and details of all directors’ shareholdings 
are set out on pages 73 to 75. 

Q. What is the balance between the fixed and 
variable elements of executive remuneration?

A. Michael Clarke and Mark Moran are remunerated through a 
combination of base salary, annual bonus, pension, benefits and 
share-based performance-related awards. The Committee believes 
that it is important for a significant proportion of their remuneration 
package to be performance-related. At maximum award levels 
(excluding share price movements) 74% of the remuneration 
package for Michael Clarke and 70% of the remuneration package 
for Mark Moran is based on variable elements.
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DIRECTOR REMUNERATION: FIXED PAY
Q. What salaries do the executive directors 
receive?

A. Salary levels are set with reference to the relevant marketplace, 
and incorporate an assessment by the Committee of the 
responsibilities and performance of the individual. 

The Committee continues to rigorously test, review and set salaries 
at levels not normally exceeding market rates against relevant 
comparator companies taking into account factors such as revenue, 
market share and complexity. However, the Committee is mindful 
that it may be necessary to set salaries outside of the stated policy, 
for instance in circumstances where it is necessary to hire an 
individual of exceptional calibre.

Michael Clarke was appointed CEO on 16 August 2011 on an annual 
salary of £750,000 and Mark Moran was appointed CFO on 8 December 
2011 on an annual salary of £425,000. These salaries will not be subject 
to review until the first anniversary of appointment and 1 April 2013 
respectively.

Q. Does the Committee consider pay conditions 
for all employees within the Group when agreeing 
arrangements for executive directors?

A. In determining the remuneration arrangements for executive 
directors, the Committee is sensitive to the pay and employment 
conditions elsewhere in the Group, especially when determining base 
salary increases (if any) and reviews the proposed pay awards for the 
Group at large with the CEO. 

Q. What additional benefits do the executive 
directors’ receive?

A. Each executive director is entitled to a car allowance and fuel 
cost, private health insurance, life insurance, telecommunication 
services and an allowance for personal tax and financial planning. 

DIRECTOR REMUNERATION: vARIABLE PAY 
Q. How is executive variable remuneration 
structured and how does it align with the Group’s 
strategy?

A. The structure of incentives for the executive directors comprise of 
four elements: 

1. Annual cash bonus;
2. Deferred Share Bonus Plan (“DSB”); 
3. LTIP Performance Shares; and
4. LTIP Matching Shares. 

In 2012 while the business is in recovery the Company will only 
use elements one, two and three. The Committee determined that 
at a time of share price volatility the use of matching shares was 
inappropriate.

When determining the structure of variable pay the Committee is mindful 
of the need to maintain a good line of sight so that executive directors 
can clearly see how their actions lead to their reward and to have 
incentives that have specific and clear goals which are clearly linked to 
business strategy and the key priorities that have been outlined. 

Q. What are the performance criteria to be used in 2012 for each of these three elements?

A. Variable elements of executive directors’ remuneration in 2012: 

Targets Underpins Reasons
Annual cash bonus Range of measures 

including revenue, trading 
profit, recurring cash flow 
and personal performance.

Quality of profit review; target recurring 
cash flow; bonuses will have an  
affordability test; and personal bonuses 
require threshold profit to be attained.

Trading profit is driven by sales and 
margin; cash flow repays debt.

Deferred Share Bonus 
(DSB)

Branded sales value 
growth and trading profit.

Growth in market share for total brands 
must be achieved for the bonus to 
become payable and the Group trading 
profit target must be met. 

Clear link to the strategy of continuous 
improvement in the sale of branded 
products emphasising the importance 
of profitability through the use of sales 
value and the inclusion of trading profit 
for 2012.

LTIP Performance 
Shares

EPS and absolute TSR. The Committee considers that the 
achievement of both the EPS and 
absolute TSR targets will be fully 
reflective of the Group’s underlying 
financial performance.

The targets capture improvements in 
trading profit and are also aligned with 
shareholder return.
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SHORT AND MEDIUM-TERM INCENTIvES
Q. What annual cash bonuses do the executive 
directors receive?

A. Each year the Committee sets individual performance targets and 
bonus potentials for each of the executive directors. Annually the 
Committee reviews the level of achievement against the performance 
targets set and based on the Committee’s judgement approves the 
bonus of each executive director. Annual bonus payments are not 
pensionable. The performance targets for 2011 were not met and no 
annual cash bonuses will be paid out in respect of 2011.

For 2012 Mark Moran’s bonus will be dependent on performance 
against four key performance indicators: revenue, gross profit (after 
sales, marketing and distribution), trading profit and recurring cash 
flow. The bonus outcome from these four indicators will be adjusted 
to take account of his performance rating. The maximum bonus that 
Mark Moran can receive is capped at 75% of salary.

For 2012 Michael Clarke has the opportunity to earn a bonus of 150% 
of salary. The Committee considers that given the particular challenges 
that face the Group for 2012 it is necessary to operate a specific 
bonus plan for Michael Clarke that focuses on our key priorities and 
the steps that need to be taken to improve our trading performance. 

1) Half of the bonus will be dependent on the achievement of 
financial targets, (focused on turnover, branded sales value 
growth, trading profit and cash flow) and in addition a range of 
other measures aligned with our strategic priorities as set out on 
pages 8 to 11. Payment of a bonus against these measures will 
be underpinned by the requirement to deliver a threshold level of 
trading profit. 

2) The other half of the bonus will be dependent on the delivery of a 
successful re-financing agreement this is a key priority for 2012 
and aligned with the interests of shareholders. The level of bonus 
paid against this measure will be dependent on the achievement 
of the re-financing and will take account of whether the new 
arrangement is judged to have been a success and in the best 
interests of shareholders. The assessment of the quality of the re-
financing will be performed at the end of the 2012 financial year 
taking account of the views of the Finance Committee.

Q. How does the DSB operate?

A. The DSB operates alongside the annual cash bonus. Executive 
directors can earn an award based on the achievement of a Group-
wide strategic target which will be set at the start of each financial 
year. If the objective is met, the bonus will be paid at the end of the 
financial year in shares deferred for a period of two years. These 
shares will be subject to forfeiture over the period of deferral. All 
shares for these awards will be sourced in the market. 

For 2011 a target based on total volume sales of branded product 
growth was used, as it provided a clear link to the strategy of 
continuous improvement in the sale of branded products. For a 
deferred bonus to be payable the Group trading profit target must also 
have been met. For above target payout the Committee had discretion 
to reduce the payouts for reasons of affordability. The 2011 targets 
were not met and accordingly no awards will be made under the DSB 
in respect of 2011.

The Committee has reviewed the targets to apply for the 2012 
performance period and has determined that these awards should 
continue to be subject to a condition based on branded sales 
subject to a trading profit underpin but that this should be reduced 
to 50% of the award and that the measure should be based on 
sales value growth and not sales volume. It is felt that this measure 
emphasises the importance of profitability and margin performance.  
The remaining 50% of the award will be dependent on trading profit.

In respect of 2012 performance the maximum award that can be 
earned by Mark Moran is 30% of salary. Michael Clarke will not 
participate in the DBS in 2012.

LONG-TERM INCENTIvES
Q. How are the long-term incentives structured?

A. The awards under the LTIP approved by shareholders in 2011 
have two elements:

— Performance Shares
— Matching Shares

The Matching Shares require participants to make an investment into 
Company shares in order to receive a match of up to 2:1 on shares 
invested into the scheme. The maximum grant of Performance 
Shares and Matching Shares is 200% of salary. 
 
In 2011 executives directors and senior management were awarded 
both Performance Shares and Matching Shares. The Committee has 
decided that for 2012 at least, while the business is in recovery and 
the share price may continue to fluctuate, awards will take the form 
of Performance Shares only.

Q. Are clawback provisions in place for the DSB 
and LTIP awards? 

A. Yes. In relation to awards granted under the LTIP the Committee 
may reduce unvested awards and seek repayment of vested awards 
if, by the second anniversary of vesting, the Committee forms the 
view that the vesting was determined based on materially misstated 
financial results or in the event of misconduct.

In relation to DSB awards the Committee may reduce unvested 
awards if, prior to vesting, the Committee forms the view that the 
number of shares over which awards were granted was higher than 
the number that should have been granted because of materially 
misstated financial results for the relevant bonus year, or the 
Committee relied on inaccurate or misleading information.

Q. What awards will be made in 2012?

A. As mentioned, it is intended that for 2012 only Performance 
Share awards will be made. For 2012 it is the Committee’s intention 
to award Michael Clarke and Mark Moran Performance Shares with a 
face value of 200% and 150% of salary respectively.



O
ur business

Perform
ance

Financial statem
ents

www.premierfoods.co.ukStock code: PFD

21103-02  15/03/2012 Proof 13

Sum
m

ary

71

G
o

vernance

Q. What performance conditions were used for 
awards made under the LTIP in 2011?

A. For the 2011 grant, the Performance Share element of the LTIP 
was linked to growth in adjusted earnings per share (“EPS”) targets 
over a period of three years. EPS captures both improvements in the 
trading performance and the generation of cash to pay down debt, 
thus reducing the interest charge. The Matching Share element of 
the LTIP was linked to achieving growth targets in absolute share 
price (plus reinvested dividends) by 2014.

These measures were selected as they ultimately capture 
improvements in the Group’s trading performance as well as 
measuring the returns to shareholders. The specific targets are set 
out in the notes to the LTIP table on page 75.

Q. What performance conditions will be used for 
awards to be made under the LTIP in 2012?

A. The Committee strongly believes that the performance conditions 
attached to the 2012 LTIP awards should be aligned with the 
strategy of the Group, its plan to restore profitable growth and 
with shareholders interests, by focusing on absolute share price 
performance. Awards will only vest following the achievement of 
stretching performance targets. 

Accordingly, it is the Committee’s current intention that the 2012 
award will be subject to an EPS condition (two thirds of the award) 
and an absolute TSR condition (one third of the award). The 
proposed targets are set out in the table below:

% of relevant 
portion of award 
vesting

EPS for  
the year ended  
31 December 2014 Absolute TSR

0% Below 4.5p Below 30p
20% up to 50% 4.5p up to 5.1p 30p up to 35p
50% up to 100% 5.1p up to 6.5p 35p up to 50p
100% 6.5p or greater 50p or greater

Q. What were the terms of Michael Clarke’s 
Recruitment Awards?

A. As set out on page 67 it was agreed to make certain Recruitment 
Awards to Michael Clarke on appointment as CEO in recognition 
of awards forfeited from his previous employer. In accordance 
with Listing Rule 9.4.3 a summary of the principal terms of the 
Recruitment Awards are set out below:

 • The Recruitment Awards shall be satisfied using shares purchased 
in the market by the trustees of the Company’s Employee Benefit 
Trust;

 • The Recruitment Awards will be structured as nil-cost options and 
no consideration is payable by Michael Clarke for the grant;

 • The Recruitment Awards are non-transferable and shall not be 
pensionable;

 • The Recruitment Awards will normally vest and become 
exercisable on the date of the announcement of the Group’s results 
for the 2012 financial year and 2013 financial year respectively, 
subject to remaining employed by the Group and the Committee 
being satisfied with Michael Clarke’s and the Group’s performance 
up to the relevant date of announcement;

 • The Recruitment Awards will only become exercisable to the 
extent that the Committee is satisfied that the performance 

conditions have been satisfied. To the extent that the Committee 
determines that the performance conditions have not been 
satisfied in full, that part of the Recruitment Awards (including any 
cash payment) that the Committee determines shall not vest;

 • Once vested the Recruitment Awards may normally be exercised 
by Michael Clarke during a period of 12 months commencing on 
the date of vesting, provided that he is employed by the Group on 
the date of exercise;

 • The Recruitment Awards will lapse if Michael Clarke ceases 
employment before the relevant announcement date. However, 
if he ceases employment by reason of death, injury, disability, 
redundancy or any other reason the Committee may, in its 
discretion, permit some or all of the Recruitment Awards and 
any associated cash payment to vest and become payable early 
subject to the satisfaction of the performance conditions and a time 
pro rata adjustment, unless the Committee determines otherwise;

 • In the event of a change of control of the Company (excluding 
certain internal reorganisations or restructurings) whether by way 
of a general offer or scheme of arrangement the Recruitment 
Awards and any associated cash payment will vest and become 
payable early, subject to Michael Clarke remaining employed at 
the time of the relevant event and a time pro rata adjustment 
unless the Committee determines otherwise;

 • If there is a variation in the share capital of the Company or a 
demerger or special dividend or in such other circumstances the 
Committee considers appropriate the Committee may adjust the 
Recruitment Awards as deemed appropriate to ensure that the 
Recruitment Awards remain at the same value;

 • The Company may change the terms of the Recruitment Awards 
to get or keep favourable tax, exchange control or regulatory 
treatment for Michael Clarke or the Company and may make 
minor changes to ease its administration. No change can be 
made to Michael Clarke’s advantage without the prior approval of 
shareholders; and

 • The draft Deed of Grant is available for inspection at the 
Company’s registered office.

Q. Will further awards be made under the Co-
Investment Plan (“CIP”) and Executive Share 
Option Scheme (“ESOS”)?

A. It is not envisaged that any further awards will be made under 
either scheme.

Q. Does the Company operate any all-employee 
share plans?

A. Yes, the Company operates an all-employee Save As You Earn 
(“SAYE”) scheme which executive directors can join on the same 
terms as other participants. 

The SAYE scheme is government approved and is available to all 
employees who meet certain basic eligibility criteria and is not subject 
to any performance conditions. The SAYE scheme offers employees 
the opportunity to join a regular monthly savings contract for a 
period of three years at the end of which the employees have the 
opportunity to purchase shares in the Company with their savings at 
the share price set at the beginning of their savings contract. 

The 2011 SAYE scheme offered employees an opportunity to join the 
scheme at an option price of 9.55p.
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Q. What is the policy on dilution of share capital 
by employee share plans?

A. Awards under all Group share plans may be satisfied using either 
newly issued shares or shares purchased in the market and held 
in the Company’s Employee Benefit Trust. The Group’s policy is to 
comply with the Association of British Insurers (“ABI”) guidelines in 
respect of new share issues in all share plans. 

DETAILS OF APPOINTMENT
Q. What are the terms of the executive directors’ 
service agreements?

A. Details of the service agreements of the executive directors 
appear below:

Executive director Contract date1 Notice period
Michael Clarke 16 August 2011 12 months
Mark Moran 8 December 2011 12 months

1  Rolling contract.

Q. What are the terms of the past executive 
directors’ service agreements?

A. Details of the service agreements of the past executive directors 
appear below:

Past executive director Contract date1 Notice period
Robert Schofield 20 July 2004 12 months
Jim Smart 11 February 2009 12 months
Tim Kelly 5 October 2009 12 months

1  Rolling contract.

Q. How are the executive directors compensated 
in the event of the termination of their contract?

A. In the event of termination (other than for a reason justifying 
summary termination in accordance with the terms of the service 
agreement) the Company may pay to the executive directors, in lieu 
of notice: salary, benefits and pension contributions during the notice 
period (calculated on a pro rata daily basis). Termination payments 
may be made in instalments and to the extent that the executive 
director receives any sums as a result of alternative employment 
or provision of services while they are receiving such termination 
payments, the payments shall be reduced by the amount of such 
sums. 

In line with market practice there is no entitlement to a bonus 
payment in lieu of notice in the service agreements for Michael Clarke 
or Mark Moran. Service agreements do not provide for any enhanced 
payments in the event of a change of control of the Company. 

Q. What is the Group’s policy on executive 
directors holding external appointments?

A. The Group is supportive of executive directors who wish to take on 
a non-executive directorship with a publicly quoted company in order 
to broaden their experience and they are entitled to retain any fees 
they may receive. Michael Clarke is currently a non-executive director 
of Wolseley plc and receives fees of £63,000 p.a. for this role. 

NON-EXECUTIvE DIRECTORS
Q. What are the appointment terms and notice 
periods for non-executive directors?

A. All non-executive directors have entered into letters of 
appointment as detailed in the table below. The appointments 
are subject to the provisions of the Companies Act 2006 and the 
Company’s Articles. 

Non-executive 
director

Date of 
appointment

Date of current 
appointment 

Notice 
period

Ronnie Bell 1 October 2010 1 October 2010 3 months
Charles Miller 
Smith 16 June 2009 16 June 2009 1 month1

David Beever 22 January 2008 21 January 2011 3 months
Ian McHoul 19 July 2004 19 July 2010 3 months
Louise Makin 13 October 2006 1 October 2009 3 months
David Wild 7 March 2011 7 March 2011 3 months

1  The appointment of Charles Miller Smith is governed by the Relationship  
 Agreement between the Company and Warburg Pincus LLC under which  
 he may terminate his appointment as a director by giving one months  
 notice in writing (see page 44 for further information).

Non-executive directors’ continued appointments are evaluated 
annually, based on their contributions and satisfactory performance. 
There are no provisions for compensation being payable upon early 
termination of an appointment of a non-executive director.

Q. What is the policy on non-executive directors’ 
fees?

A. The remuneration of the non-executive directors is determined 
by the Chairman and executive directors. The remuneration of the 
Chairman is determined by the Committee. There were no changes 
to the fees for the Chairman and other non-executive directors for 
2011 with the exception that David Beever was appointed Senior 
Independent Director in April 2011 and received an increase in total 
fees of £5,000 in recognition of the additional responsibilities.

Non executive directors fees

Chairman – pay is independent of basic NED fee £325,000
Deputy Chairman – pay is independent of basic 
NED fee

£90,000

Basic non-executive (NED) fee £57,000
Additional remuneration;
Audit Committee Chairman £13,000
Finance Committee Chairman £13,000
Remuneration Committee Chairman £10,500
Senior Independent Director £5,000

To maintain independence and comply with the Code the Chairman 
and the other non-executive directors are not eligible to participate in 
the Group’s bonus arrangements, share option schemes, long term 
incentive plans or pension arrangements. 
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SHAREHOLDINGS
Q. What interests did the directors have in the Company’s shares on 31 December 2011?

A. The beneficial interest in shares of the Board and connected persons as at 31 December 2011 are presented below: 

Director
Ordinary shares 

as at 31 Dec 2011
Ordinary shares

as at 31 Dec 2010
Michael Clarke1 3,740,785 —
Mark Moran2 17,540,000 —
Ronnie Bell 854,700 —
Charles Miller Smith 680,272 680,272
David Beever 319,000 169,000
Ian McHoul 100,000 100,000
Louise Makin 58,636 58,636
David Wild3 50,000 —

1 Appointed CEO on 16 August 2011.
2 Appointed CFO on 8 December 2011.
3 Appointed as a director on 7 March 2011.

Between 31 December 2011 and 18 March 2012 no Company shares were purchased by directors.

Total shareholder return graph
The graph illustrates the performance of the Company against the FTSE 250 index and the FTSE Food Producers and Processors Index over 
the past five years. The FTSE 250 index was chosen as the Company was a member of the FTSE 250 during the year, and the FTSE Food 
Producers and Processors Index, was chosen as it contains the Company’s key comparators.

The	market	price	of	a	share	in	the	Company	on	31	December	2011	was	5.81	pence;	the	range	
during the 2011 financial year was 3.3 pence to 35.1 pence. The Company’s Register of Directors’ 
Interests (which is open to inspection) contains full details of directors’ share interests.
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PART 2: AUDITED INFORMATION 
Directors’ emoluments
The remuneration of each director, excluding long-term share-based incentive schemes during the year ended 31 December 2011 is shown 
below:

Directors’ emoluments
Salary/fee2

(£)
Annual bonus

(£)

Taxable
benefits3

(£)

Other
payments

(£)

Total 
2011

(£)         

Total 
2010

(£)
Executive directors1

Michael Clarke 339,130 — 440 1,937,5004 2,277,070 —
Mark Moran 34,060 — 50 — 34,110 —
Robert Schofield 466,780 — 9,500 419,2055 895,485 715,052
Jim Smart 494,905 — 1,050 509,3506 1,005,305 545,463
Tim Kelly 418,618 — 40,500 492,0506 951,168 450,707
Non-executive directors1

Ronnie Bell 325,000 — 580 — 325,580 81,250
Charles Miller Smith 90,000 — — — 90,000 65,250
David Beever 73,4807 — — — 73,480 70,000
Ian McHoul 70,000 — — — 70,000 70,000
Louise Makin 67,500 — — — 67,500 67,500
David Wild 46,700 — — —  46,700 —
David Felwick 20,420 — —  250 20,670 62,000

1 In 2011 the following Board changes took place: Michael Clarke was appointed CEO on 16 August 2011 and Robert Schofield resigned but continued as a  
 director until 13 September 2011. Mark Moran was appointed CFO and a director on 8 December 2011 and Jim Smart resigned; Tim Kelly resigned as COO  
 and as a director on 25 November 2011. David Wild was appointed non-executive director on 7 March 2011 and David Felwick resigned on 28 April 2011.
2 Includes a supplement in lieu of pension of £56,520 (2010: £nil), £2,280 (2010: £nil), £27,220 (2010: £37,080), £38,430 (2010: £37,080) and £53,400 (2010:  
 £38,813) in respect of Michael Clarke, Mark Moran, Robert Schofield, Jim Smart and Tim Kelly.
3 Benefits include payments made in relation to car and fuel cost, private health insurance, tax advice, relocation and memberships.
4 Includes all payments made on appointment.
5 Includes all payments made until retirement on 28 April 2012.
6 Includes all payments made on leaving.
7 Includes a pro-rated £5,000 p.a. uplift in salary following his appointment as SID on 28 April 2011. 

No director waived emoluments in respect of the year ended 31 December 2011 or 31 December 2010.

Other payments
Details of payments made to executive directors who were appointed, retired or resigned during the year are set out on pages 67 and 71.

Directors’ interest in share options — ESOS and SAYE
The ESOS was adopted in 2004 at the time of Admission. Outstanding vested options held by executive directors under this plan would 
require the share price to reach 161.38p prior to exercise. 

At 31 December 2011, the following executive directors had options to subscribe for shares granted under the ESOS and SAYE Schemes:

Options 
as at 

31 Dec 
2010

Options
granted

during 
the year

Options
exercised
during the

year

Options
forfeited

during 
the year

Options 
as at 

31 Dec
20111

Option 
price 

(p)
Option 
period

Robert Schofield
ESOS 2004 1,165,686 – – – 1,165,686 161.38 23 Jul 2007 to 22 Jul 2014
SAYE 2010 23,210 – – – 23,210 15.20 1 Dec 2013 to 31 May 20142

Tim Kelly
SAYE 2010 23,210 – – – 23,210 15.20 1 Dec 2013 to 31 May 20142

In 2011 the following Board changes took place: Robert Schofield retired from the Board on 13 September 2011 and Tim Kelly resigned as 
COO and as a director on 25 November 2011. During the year no awards vested.

1  Or at date of cessation of employment.
2  Option period effective for six months from date of leaving.
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Directors’ interests in long term incentive plans
At the 2011 AGM the shareholders approved a LTIP, the following table shows the awards made under this scheme:

Awards Grant 
Date

Performance
Shares 

granted 
in the year2

Matching
Shares

granted 
in the year3

Shares 
lapsed 

during the 
year

As at 
31 Dec

20111

Share price 
at date of 

award Performance period
Robert Schofield 23 May 2011 1,407,475 1,407,474 – 2,814,949 33.3p 23 May 2014 to 23 May 2016
Jim Smart 23 May 2011 997,223 997,220 (1,994,443) – 33.3p 23 May 2014 to 23 May 2016
Tim Kelly 23 May 2011 899,180 899,176 (1,798,356) – 33.3p 23 May 2014 to 23 May 2016

1   Or at date of cessation of employment.
2 Subject to growth in adjusted EPS in excess of inflation over the three year period ending 31 December 2013: 100% of the award vests for RPI + 19% p.a.,  
 reducing on a straight-line basis to 25% of the award vesting for RPI + 4% p.a. No awards vest for EPS growth of less than RPI + 4% p.a.
3 Subject to achievement of share price targets (plus dividends reinvested) measured over the three months following the announcement of the 2013 preliminary results:  
 100% vests for share price (plus dividends reinvested) of 80p, reducing on a straight-line basis to no award vesting for share price (plus dividends reinvested) of 37p or less.

During the year no awards vested.

Directors’ interests in co-investment plans
The CIP is a three year share matching plan based on the achievement of performance conditions. Participants pledge or purchase shares in 
the Company which the Company can choose to match to reward achievement of performance targets. The maximum share match ratio is 
3:1; which is only given for the achievement of exceptionally stretching targets. For awards granted in 2009 and 2010, the matching award was 
subject to EPS and relative TSR performance.  Details of the CIP award were set out in full in the 2009 directors’ remuneration report.

The following table shows the executive directors’ interests in shares awarded under the CIP:

Award 
grant 
date

As at
31 Dec 

2010
Granted in

the year

Shares lapsed
during the 

year

As at
31 Dec 

20111

 Share price 
on date of 
award (p) Vesting date

Robert Schofield
CIP 2008 15 Apr 2008 3,187,741 – (3,187,741)2         – 125.50    15 Apr 2011
CIP 2009 9 Jun 2009 3,187,740 – – 3,187,7404 40.50 9 Jun 2012
CIP 2010 30 Mar 2010 3,187,740 – – 3,187,7404 32.16 30 Mar 2013
Jim Smart
CIP 2009 13 Nov 2009 2,250,000 – (2,250,000)3 –  34.63 13 Nov 2012
CIP 2010 30 Mar 2010 2,032,671 – (2,032,671)3 – 32.16 30 Mar 2013
Tim Kelly
CIP 2008 15 Apr 2008 841,056 – (841,056)2 – 125.50   15 Apr 2011 
CIP 2009 9 Jun 2009 1,665,284 – (1,665,284)3 – 40.50 9 Jun 2012
CIP 2010 30 Mar 2010 1,665,285 – (1,665,285)3 – 32.16 30 Mar 2013

In 2011 the following Board changes took place: Robert Schofield retired from the Board on 13 September 2011, Jim Smart resigned as CFO 
and as a director on 8 December 2011 and Tim Kelly resigned as COO and as a director on 25 November 2011. During the year no awards 
vested. The opening balance is the potential maximum matching award under each plan.

1 Or at date of cessation of employment.
2 Lapsed during the year as vesting conditions were not met.
3 Lapsed following resignation as a director.
4  Pro-rated award to 28 April 2012, subject to meeting the vesting criteria this award will vest on the original vesting date.

Pension benefits
For each executive director, the total accrued benefit at 31 December 2011 represents the annual pension that is expected to be payable on 
eventual retirement of each director. The additional pension earned during the year represents the increase in this expected pension (including 
the effect of inflation) when compared with the position at 31 December 2010.

All transfer values have been calculated in accordance with Regulation 7 to 7E of the Occupational Pensions Schemes (Transfer Values) 
Regulations 1996 and subsequent amendments. The transfer values of the accrued pension entitlement represent the value of assets that the 
pension scheme would need to transfer to another pension provider on transferring the scheme’s liability in respect of the directors’ pension 
benefits; they do not represent sums payable to the director and therefore cannot be added meaningfully to annual director emoluments.

The increase in transfer value during the year is the increase in the transfer value of the accrued benefits at 31 December 2011 after deducting directors’ 
pension contributions to the scheme. The transfer value of the increase in accrued benefits under the Listing Rules is the transfer value at 31 December 
2011 of the increase in accrued benefits during the period (excluding inflation) less contributions made by the directors during the period.
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Directors’ remuneration report continued

Q. What pension benefits do the executive directors receive? 

A. All pension figures are set out below and in the footnotes on page 74. A brief overview of each director’s benefits is detailed below:

Michael Clarke
Michael Clarke receives an allowance of 20% of salary in lieu of pension provision.

Mark Moran
Mark Moran receives an allowance in lieu of pension provision of £20,000 per annum (which increases in line with RPI to a maximum of 5%) 
plus 9% of the Notional Earnings Cap (which increases in line with the increases in the Premier Foods Pension Scheme (“PFPS”) “earnings 
cap”). 

Robert Schofield
Robert Schofield elected for enhanced protection under the Finance Act 2004 with effect from 6 April 2006 and thus opted out of the PFPS 
for future service accrual. Instead he received an allowance in lieu of pension accrual, which increases in line with the increases in the PFPS 
“earnings cap”. His pension accrued up to 6 April 2006 continued to be linked to his final salary, subject to the PFPS “earnings cap”.  

Jim Smart
Jim Smart received an allowance in lieu of pension accrual, which increases in line with the PFPS “earnings cap”.  

Tim Kelly
Tim Kelly was a member of the RHM Pension Scheme (“RHMPS”) which is a funded, registered scheme that provides benefits on a defined 
benefits basis. Up to 30 June 2011 he was entitled to a pension at the rate of 1/25th of pensionable salary for each year of pensionable 
service. The accrued pension at 30 June 2011 is linked to the rise in the RPI up to a maximum of 5% in any year. From 1 July 2011 he 
became entitled to a defined benefit on a Career Average Revalued Earnings basis building up pension at 1% of pensionable salary. Under 
both the pre and post 1 July 2011 pension terms pensionable salary was subject to the RHMPS “earnings cap”. He received a salary 
supplement in lieu of receiving no pension in respect of earnings above the “earnings cap”. 

The following table sets out the executive directors’ pension benefits as members of the Group’s defined benefit pension schemes as at  
31 December 2011: 

Age at 
31 Dec 

2011

 
Accrued
pension

entitlement
at 31 Dec

2010
(£)

Accrued
pension

entitlement
at 31 Dec

2011
(£)

Additional
pension
earned 
during

the year
(£)

Additional
pension
earned 
during

the year, 
excluding

inflation
(£)

Transfer
value

of accrued
pension

at 31 Dec
2010

(£)

Transfer
value

of accrued
pension

at 31 Dec
20111

(£)

Increase
in transfer

value of
accrued
pension

during
the year2

(£)

Transfer
value of the

increase
in accrued

pension, 
excluding

inflation
(£)

Robert Schofield 60 10,000 10,300 300 – 150,700 272,000 121,3003 –
Tim Kelly 54 30,100 33,400 3,300 1,400 494,400 684,400 183,6003 20,3004

In 2011 the following Board changes took place: Robert Schofield retired from the Board on 13 September 2011 and Tim Kelly resigned as 
COO and as a director on 25 November 2011.

1 Or at date of cessation of employment.
2 Net of contributions paid by contributing member.
3 Increase in 2011 is due to reduced interest rates.
4 At date of cessation of employment.

Louise Makin
Chairman of the Committee
18 March 2012
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