

















\\ Our investment
strategy is working.”

Gavin Darby
Chief Executive Officer




Chief Executive Officer’s review

Our investment strategy is working
Following our capital refinancing last year we’ve been investing
behind our strategy to drive category growth. I’'m encouraged
by the progress we’ve made, especially in light of the
challenging marketplace.

Our investment in new products, marketing, promotions,
technology, manufacturing infrastructure and, importantly, our
people is starting to pay off. We’re gaining momentum and I'm
confident we’ll make further progress in the year ahead.

\ How would you characterise the last 15 months for
( Premier Foods?

It’s been a period of investing in our brands and investing in
our business. After successfully refinancing the Company
and focusing our portfolio, it was important that we continue
investing in developing and marketing our brands to put us in
the best position to drive future growth. | feel we’ve come a
long way on this journey. In the last six months of the financial
period we invested over 80% more in marketing our brands
than in the equivalent prior period and successfully launched
many new products. We additionally invested in a new,

more agile business unit structure and in strengthening our
commercial capabilities in marketing, sales and in innovation,
which was balanced by trimming other support functions.
We’ve invested more in Human Resources and developing our
people strategy.

\

( Are you satisfied with the results?

Given a very challenging trading environment, I'm pleased we
delivered our trading profit of £131m for 2014/15 in line with
market expectations and although down £8.9m on 2013/14
we invested an additional £8.0m in consumer marketing in this
period. Our strategy is starting to work and during the second
half we gained momentum in sales, volumes and market share
reflecting the investments we’ve been making. The re-launch
of Mr. Kipling was a particular highlight. Clearly there is more
to do and the trading environment remains tough. But I'm
satisfied with the progress so far.

A reconciliation of statutory numbers (continuing operations)
to Pro forma can be found on page 30 >

Go online to see our latest Mr. Kipling TV ad:
www.premierfoods.co.uk

> How are you addressing the changing retail
landscape and the growth of new channels such as
discounters?

More than two-thirds of our sales are with the major
supermarkets and as the supermarkets have been adapting
to changing shopper behaviour, we’ve been supporting them.
While some commentators have seen the change in shopper
behaviour as a threat, along with our major customers,

we also see many opportunities. Many of the things our
customers are now doing, such as focusing on faster-
moving lines, we’ve also been doing. We’re also capturing
opportunities in other channels. For instance, we’ve been
using brands such as Paxo and Bird’s to offer products to
high street discounters at the right format for this channel.
And in the convenience channel we’re investing in ways to
provide different packaging formats and case sizes more
suited to this channel. We’re also working with our customers
to strengthen our online sales through bespoke promotions
and communications.

\ How can you go on growing sales in a period when
( food prices are actually falling?

It’s certainly more difficult to grow sales in a deflationary
environment. Our response has been to focus on driving
volume and market share through investing in marketing

our brands and bringing more new products to market,
particularly in more premium areas. For example, in the
Flavourings & seasonings category, we’'ve been innovating
with ‘wet stock’ products that encourage consumers to trade
up to more premium variants such as OXO Herbs & More
and Bisto Simply casserole pastes. In the coming year we’re
doing more to capitalise on the consumer preference for
hob-top cooking with the launch of Sharwood’s Stir Fry Melts
and Loyd Grossman Pan Melts. Having the right approach

to promotions is also a key factor and we’ve done a lot to
improve our promotional efficiency over the last year through
eliminating less profitable and loss-making promotions.

\ Why are you getting rid of the Power Brand and
( Support Brand distinction?

It was helpful to use this distinction in the early days of our
recovery to illustrate our focus on the brands with the biggest
near-term opportunities. As our strategy evolved to a broader
approach of driving category growth, we’ve been successfully
investing more in the wider portfolio, including brands such as
Homepride cooking sauces and Cadbury cakes. These are
brands with significant potential given the right support. Our
reporting will therefore change to focus on total branded sales
which are a better measure of the success of our strategy.
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Strategic objective:
to drive category growth

-~

We’ll achieve this by focusing on our five strategic priorities:

)

Consumers

\ How will you continue to afford increased
( investment in your brands? Are there more costs
you can take out of the business to pay for this?

Over the past couple of years we’ve made great strides in
reducing complexity in the business and lowering our costs.
We’ve eliminated more than 700 low-margin and slower-
selling SKUs, or product codes, from the portfolio and more
than halved our supplier base. We’re also working smarter

as a result of improving our systems and processes. And we
continue to drive efficiencies in our manufacturing and logistics
operations through attractive capex payback projects. There
are always opportunities to do more and we have many
projects under way to drive even lower costs. For example,
improving the efficiency of our promotional spend, even by a
few percentage points, helps free up significant cash to invest
elsewhere.

\ How are your supplier relationships following
( the media focus on your ‘Invest for Growth’
programme?

We’ve always had strong relationships with our suppliers
which is why the negative media attention was disappointing.
At the time, | said publicly that we made mistakes in
implementing some elements of our Invest for Growth
programme and we changed it accordingly. But the
programme has been successful overall in helping us halve
our supplier base and enabling us to develop more strategic
partnerships with fewer suppliers. Our remaining suppliers
have benefited as a result, including many small and medium
sized businesses. The results of anonymous surveys of our
supplier base show that relationships remain strong and we’re
working even closer with suppliers now on sharing ideas and
innovation that can stimulate mutual growth.

\ Isinternational growth a big opportunity for
( Premier Foods?

There are potentially lots of growth opportunities for our
brands beyond the UK. | think we’re only scratching the
surface at the moment. We’re now investing in building a
stronger International team, in a dedicated business unit, to
go after these opportunities. Our longer-term strategic focus

www.premierfoods.co.uk

Customers

is on scale markets such as China, the United States and

Australia. But there are plenty of near-term opportunities in
other markets. For instance we are successfully building a
stronger business in Ireland.

\ With all the changes in recent times, what are you

( doing to engage your employees?

We conducted our first all-colleague survey a couple of years
ago and will be repeating that in 2015. Based on feedback
received, we spent a lot of time in the last year developing a
clearer purpose and values for the business so that colleagues
better understand the direction we’re heading. We’ve also
invested time and money in improving our communications,
upgrading the workplace environment and developing a more
coherent people strategy. One major initiative was the granting
of 500 free shares to all colleagues helping us motivate and
align colleagues with shareholder interests. We’ve also had
some great new people join us over the last year which is
helping create positive energy across the business.

> What is your outlook for the year ahead? Where will
the Company be in a year’s time?

While it’s encouraging to note the return of volume growth

to both our categories and the wider grocery market, we
expect the near term trading environment to be challenging.
Nevertheless I’'m confident that our strategy of investing in

our brands, innovation and infrastructure is the right one and
we are seeing increasing evidence that this is starting to pay
off. Over the coming year, we expect to benefit from lower
pension deficit contributions and capital expenditure which will
enable us to significantly reduce our Net debt. The Board is
firmly focussed on the creation of future value and believes our
investment strategy, combined with a continued focus on cost
efficiency, Trading profit delivery and organic de-leveraging
positions us well for future success.

Gavin Darby
Chief Executive Officer

18 May 2015
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Marketplace

Ambient grocery market

We operate primarily in the ambient grocery sector which incorporates all food and drink except frozen, fresh, chilled and
alcohol. In 2014/15 the ambient grocery market was worth around £29.0 billion and grew by 0.9% over the year making it both
the largest segment and the fastest growing within the total UK food and non-alcoholic drinks market.

Our categories

Our business is organised around five key categories where we have strong competitive positions based on our leading brand

portfolio.

Category Total market Market Our market | Our brands
size growth position

Cooking sauces & accompaniments Sharwood’s

This includes wet sauces, accompaniments, kits and 5 Loyd

dry rice/pasta. £943.3m 0.0% No.1 Grossman
Homepride

Flavourings & seasonings Bisto

This encompasses gravy, stock (wet and dry formats), £483.7m 2.0% No.1 OX0

dried packet mixes and stuffing. Paxo

Light meals & soups Batchelors

This includes instant soup, dry bIo_ck flavoured £411.5m 23% No.1 Smash

noodles, pasta & sauce, savoury rice, pot snacks

and instant mash.

Ambient desserts Ambrosia

This includes individual pots including custard, Angel Delight

rice, jelly, frun,'sponge puds, topplngsl, custard, £385.8m 1.0% No.1 Bird’s

condensed milk, cream & cream toppings, evaporated

milk, sauces, ingredient mixes, jelly, whips and rice

puddings.

Ambient cake Mr. Kipling

This includes all ambient packaged cake excluding in £934.9m 0.3% No.1 Cadbury

store bakery. Lyons

Kantar Worldpanel Purchase Total Market for 52 weeks to 29 March 2015.

Customer channel

The largest retail channels within the UK Grocery market are
the major multiple retailers, such as Tesco, Asda, Sainsbury’s,
Morrisons and Waitrose (which incorporates their online and
convenience store formats) and the majority of the Company’s
sales come from these major retail customers. We also sell

to discounters (‘Hard’ discounters such as Aldi and Lidl,

and ‘High Street’ discounters which include Iceland and
bargain/pound stores) and smaller independent convenience
stores. Our customers also include the food service channel
which incorporates schools and hospitals, staff canteens,
professional kitchens restaurants and pub chains. The relative
sizes of these retail channels (which excludes foodservice) and
their percentage growth are shown on the right:

Retail channel value (Ebn) and % growth
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Kantar Worldpanel Purchase Total Market for 52 weeks to 29 March 2015.
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Changes in the financial period

On this page we discuss some of the key developments
which occured in our marketplace over the course of the
financial period.

A changing marketplace

As household budgets came under pressure following the
global economic crisis, people learned how to shop differently
in a quest for greater value. As people shop more often in a
variety of different channels, the retail landscape is undergoing
a structural shift that has implications for the wider food
market.

The big weekly shop declined as consumers tightened their
belts, looking for the best deals in different channels; whether
it be discounters for the basics, online for convenience, small
stores for frequent top ups or supermarkets for the rest. As
disposable incomes have recovered, these new shopping
habits have remained. Discounters, online and convenience
stores have consequently continued to grow while the major
supermarkets have had to re-evaluate their offering, resulting
in intense competition in terms of price, quality and service.

These changes have a significant impact for branded food
manufacturers. Providing the right product, to the right
customer and channel, at the right price and format is critical.
And closer customer collaboration is key. Those companies
with leading brands, strong insights, operational scale and
flexibility have a clear advantage.

To read more about how Premier Foods is creating
opportunities from these changes go to the Customers
section on page 15. >

Deflation
As the market has become more competitive, food prices
have come under pressure.

This has been further exacerbated by weak oil prices and

the impact of strong harvests in the northern and southern
hemispheres which have led to benign commodity costs. As a
result, towards the end of 2014 food prices in the UK entered
a period of deflation for the first time in 10 years.

In such an environment, growing sales revenues becomes
more challenging and attention is shifting more to driving
sales volumes. Using the right price points and promotions
to encourage consumers to buy more of a particular brand
has become increasingly important. In addition, retaining a
tight control of costs is essential for maintaining profitability
and continuing to invest in new products, marketing and
technologies.

www.premierfoods.co.uk

Grocery % price inflation / deflation

0.0%

Dec 14
(0.7)%

Sept 14 Mar 15

(2.0)%

Kantar Worldpanel Purchase Total Grocery for the 12 weeks ending 29 March
2015.

Consumer trends
Alongside changes in the retail environment, consumer trends
are changing too.

Modern life means people are becoming busier with less time
on their hands to cook, despite a growing interest in food and
bringing friends and family together around a home-cooked
meal. The search for ways to make meal-making easier and
tastier has never been greater; for example, hob-top cooking
is the fastest growing cooking method as it is perceived as
quicker than oven cooking after a busy day. This provides
opportunities for categories such as cooking sauces or
Flavourings & seasonings. Modern dishes, exciting flavours,
convenient formats and simplicity of preparation all help
capture consumers’ imaginations.

Interest in health, well-being and provenance is also growing.
Consumers are increasingly aware of the nutritional value of
the food they buy and the need for moderation when it comes
to sugar, salt or fat. Healthier choices, lower in fat, sugar and
salt or with better-for-you ingredients such as wholegrains or
added vitamins are becoming more popular. In addition clear
information and labelling is considered essential.

Consumers still, however, find time for a treat. Indulgent
categories such as sweet treats are continuing to grow as
people look for new and exciting choices that deliver that
moment of pleasure to brighten up the day.

Stock code: PFD 09
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Our business model

Our business model is based around our purpose — we create food the nation loves
most for modern life. We focus on our consumers to develop a deep understanding of
the role food plays in their lives and use this knowledge to create food that they love to
eat. We believe this will drive increased sales and create value for our shareholders.
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Our core processes

Consumer insights

Everything we do starts with our consumers and understanding the role food plays in their lives.
We delve deep into how they shop and when, where and why they cook and how they eat. This
knowledge inspires the products we create to help consumers manage their busy modern lives,
whether it’s helping them to make a delicious home made meal quickly or providing a tasty treat
on-the-go.

Go to Consumers on page 13 >

Focused investment

Our investment is focused on our core assets. We invest in our brands by developing new
products and marketing them through both traditional media, such as television, print and radio
and aslo engaging with new digital channels. We invest in our operational assets to increase
efficiency and we invest in our people to develop their potential.

Go to Investing for success on pages 02 and 03 >

Customer channels

Strong relationships with our retail customers are critical in making our products available to
consumers. We invest in strong partnerships and joint business plans to drive mutual growth. We
do this by managing and growing categories, which suit our customers’ needs, whether they be
the major supermarkets, discounters or online. We also pursue customer own label contracts
where they provide an appropriate return or facilitate increased operational efficiencies.

Go to Customers on page 15 >

Efficient supply chain

We partner with our suppliers to source high quality, ethically sourced ingredients, buying from
British suppliers wherever possible and collaborating with key suppliers on innovation to create
shared business opportunities. We continue to focus on reducing our usage of natural resources
and our environmental footprint.

Go to Responsibility on pages 18 and 19 >

Reducing cost &

We constantly seek to reduce costs and complexity to improve our efficiency and effectiveness

complexity and deliver our consumers the best quality and value we can. We embrace new technology and
new ways of working and encourage our colleagues to treat every pound as their own. The more
we can save, the more we can invest in our brands.
Go to Costs on page 17 >

Profitable The leveraging of our core assets through our core processes helps to fuel growth across a

growth range of areas; including top line revenue growth, market share growth, brand equity growth and

ultimately bottom line trading profit.

Go to Operating review on pages 26 to 30 >

Generating shareholder value

By focusing on our consumers, investing in our brands, understanding our customers, manufacturing efficiently and

keeping our costs under control, our business model is designed to drive profitable growth and generate the cash
we need to pay down our debts and invest more in the business. We believe this balanced approach is central to the
creation of value for our shareholders. And by acting responsibly and sustainably in everything we do we also bring
wider value to our colleagues, our communities and others who touch our business.

www.premierfoods.co.uk
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Our strategy

Our priorities

Consumers
Exploiting our deep UK expertise
to delight our consumers

The best opportunity to achieve sustainable growth is by driving category growth in the
categories in which we operate. This aligns our business with the interests of our major
customers. Our category leading brands ensure we benefit the most from a growing category.

Strategic Objective:
to drive category growth

- s

We will achieve this by focusing on our five strategic priorities:

Key activities

<IPutting the consumer at the heart of everything we do by constantly
updating our consumer research and refreshing our insights.

«IGaining insights into shopper behaviour to see what motivates consumers
when in store.

«[Translating these insights into innovation to meet evolving consumer
trends.

Brands
Building stronger brands and
accelerating innovation

ek

«[Creating innovative new products to meet consumer needs.
<linvesting in new and traditional marketing for our brands.
<Ensuring our promotional investments are effective, efficient and inspiring.

Customers
Cultivating more responsive and
valued customer partnerships

U

«IWorking closely with our customers to agree shared goals for our mutual
growth.

*Being agile to respond to the opportunities created by emerging retail
channels.

*ISeeking strategic international opportunities for medium-term growth.

People
Unlocking our people’s potential

=

<ICommunicating our purpose and living our values.

<ICreating a workplace that drives an entrepreneurial approach to our
business and allows people to develop their potential.

<[Constantly seeking improvement to our industry leading health & safety
record.

Costs
Working smarter to reduce costs
and drive effectiveness

@

<IDriving unwanted cost and complexity out of the business wherever
we can.

*IWorking smarter by improving our business processes
technology.

«IBuilding stronger partnerships with our key supplier:

and achieve mutually beneficial growth.




cConsumers

Exploiting our
deep UK expertise
to delight our
consumers

Our brands have a great British heritage,
many stretching back over 100 years.
They remain popular today because of
the care we take to understand what
our consumers are looking for. Around
96% of British households bought

one or more of our products last year
demonstrating how we are successfully
adapting to consumer trends and
developing the tastes, flavours and
formats that help consumers meet the
demands of modern life.

Consumer research

In the financial period we deepened
our knowledge and expertise of the UK
food market by analysing the results of
a major research exercise focused on
the values, attitudes and behaviours of
30,000 British households in relation to
time, money, cooking and brands.

We identified seven key consumer
profiles (see table on the right) that
helped us understand what appeals

to different consumer types and why.
This gives us ideas about what new
products to develop. And by identifying
more accurately how the seven
consumer types shop and the media
they consume, we can also target our
marketing and promotions in a more
meaningful and effective way. The
research is further validated by visiting
consumers in their homes to see when,
where and why they cook, how they eat
their meals and what food they keep in
their cupboards.

Shopper insights

Gaining insights into what motivates
consumers when shopping is another
important piece of the puzzle to
understand where people are shopping,
how they shop and why, and also how
they behave once they are in store. The

www.premierfoods.co.uk

availability and location of products,
the visibility on shelf and promotional
campaigns are all factors that have
an influence. We talk to shoppers
about their shopping plans, their store
selection, their journeys around the
store and their thoughts and decision
making in the shopping aisle. We

also accompany shoppers on various
shopping missions.

Using our insights effectively helps

us design better products and
packaging, plan the right marketing,
communications and promotions
and guides discussions with our retail
customers.

Meeting consumer trends

We believe that the consumer trends
explored on page 09 create specific
opportunities for us. In 2014 we
responded to the growing trend in

convenient home cooked meals with
new cooking sauce flavours and
formats under our Loyd Grossman
and Homepride brands as well as
premium additions to the Favourings
& seasonings category, such as
OXO Herbs & More and Bisto Simply
casserole pastes.

In response to consumer interest in
healthy eating we introduced additional
‘better-for-you’ choices with added
benefits such as Ambrosia Mini Pots,
which provide kids with essential
calcium and added vitamin D.

And to satisfy consumer tastes for

an indulgent treat, we launched new
ideas such as Cadbury Sticky Puds
which give consumers a warming, tasty
pudding which cooks in the microwave
in just 30 seconds!

Seven consumer profiles

Smart Choices | This group are savvy in the kitchen and buy lots of ingredients to
cook from scratch; healthy eating is never far from their minds.

Easy Value Convenience on a budget is key as these consumers juggle
between the need for more convenience and less spend while
shopping locally.

Squeezed These consumers are tight on time and money, often having to

Families stretch the budget across many heads, so promotions are
important as they seek the best deal for their families.

Club Celeb Often with younger families these consumers love celebrity, fashion
and social media. They are very brand aware and although not
confident in the kitchen, they love their food.

Modern These experimental cooks love to try new flavours on offer in larger

Foodies stores and are avid followers of cooking shows on TV.

Traditional This group is very brand loyal and often shop in the major
multiples. Healthy eating is always a concern and they like brands
they can trust.

Principled This group have the income to ensure they live their values,
shopping locally for organic products and are moderately
interested in cooking.
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Building stronger

brands and accelerating
innovation

Investing in innovation and marketing
our brands is critical to our longer-term
growth. In the last six months of the
financial period we invested significantly
more in building our brands and the
benefits of these investments are
starting to deliver results.

Innovation

We are continually on the look out for
fresh ideas to delight our consumers.
Whether it’s our development chefs
experimenting in the kitchen or our
suppliers offering ideas through our
dedicated online innovation portal, we
seek inspiration from wherever we can
to develop new products and we use
our operational scale and technology to
bring these to market. In 2014/15 we’ve
invested in strengthening our innovation
teams to accelerate the number,

and quality, of new products we are
launching in our core categories.

In Flavourings & seasonings, we
capitalised on the growing consumer
trend in favour of ‘wet’ stock by
launching OXO Herbs & More. These
herb-infused stock melts come in a
range of flavours providing consumers
with an easy way to add flavour to their
home cooked meals. It was developed
from insights that revealed people are
looking for a greater range of tastes
but without the added cost of buying
lots of extra ingredients, such as fresh
herbs which often get wasted. Similarly
we launched Bisto Simply casserole
pastes and Bisto premium gravy offering
consumers even more opportunities to
make classic home-cooked dishes with
extra flavour.

In Cooking sauces & accompaniments,
we re-launched our Homepride brand
with a combination of both modern
new flavours, such as Nacho Bake,

as well as traditional favourites, such

as Spaghetti Bolognese, replicating
the experience many families enjoy

at their local pub or restaurant. This
was supported by TV advertising for
the first time in 10 years, social media
and refreshed packaging helping
communicate how Homepride helps
time squeezed mums quickly prepare a
wholesome family meal within budget.
To help our consumers create more
premium, Gastro pub style dishes such
as Moroccan Tagine, we also launched
14 different flavoured sauce pouches
under our Loyd Grossman brand.

Marketing

Investing in marketing our brands

is a key part of our strategy to drive
category growth. Over the year, more
of our brands were advertised on TV as
we reminded consumers how great our
brands taste and how versatile they are
for modern life. We also invested more
in developing digital channels and social
media to engage people directly with
our brands and we revitalised much of
our packaging to communicate a more
vibrant and contemporary image.

2014 witnessed the most significant
investment in marketing in years behind
our largest brand, Mr. Kipling. The “Life
is better with cake” campaign saw

the creation of a new brand slogan,
new packaging graphics, a quirky TV
ad, radio partnership with Heart FM
and the creation of a gigantic edible
billboard made out of 13,360 individual
cakes! The TV ad launched during the
2014 premiere of The X Factor with an
on-pack competition to attend X Factor
live shows together with social media
content including contestants engaging
with the product.

The integrated digital campaign
also incorporated a new website
and engaging social media activity
to celebrate the fun and enjoyable
experience of Mr. Kipling cakes.

Promotions

Promotions are also an important
way to encourage shoppers to try our
brands, particularly in the current retail
environment. By working closely with
our retail customers, our strategy is to
focus on promotions that create the
most value for all involved, avoiding
those that are loss-making. These
include a range of different executions
from price offers to competitions to
seasonal events.

For example, Sharwood’s has taken
advantage of the increasing popularity of
Chinese New Year to launch dedicated
in-store theatre and promotions
encouraging consumers to cook
Chinese for this special occasion and
demonstrating through TV advertising
how easy this can be with Sharwood’s
help. This works well with our retail
customers and has been a big hit for
Sharwood’s.

Go online to see our latest
Homepride TV ad:
www.premierfoods.co.uk
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Customers

Cultivating more

responsive and valued
customer partnerships

Effective customer partnerships

are crucial to achieving our growth
ambitions. Our strategy of driving
category growth is consequently aligned
with what matters to our customers.

By focusing on growing the categories
in which we operate, our customers
benefit and with leading brands within
these categories, we also benefit.

Customer partnerships

The majority of our sales are with the
major supermarkets in the UK and we
work closely with each key customer
to develop Joint Business Plans (JBPs)
for the year. The JBPs set out details of
agreed promotional plans, new product
launches, in-store marketing activity
and customer service expectations
and how these can work best with
each customer’s own strategy and
plans. To help construct the JBPs

we share insights and expertise with
our customers that will maximise the
opportunities for category growth. We
take a similar partnership approach
across our broader customer base.

To support this approach, we changed
our organisational structure in
September 2014 to create separate
fully accountable Strategic Business
Units for our Grocery and Sweet Treats
businesses. In addition, to enable

a sharper focus on the brand and
category opportunities in these different
sectors, the new structure aligns better
with how many of our customers are
organised from a buying perspective.

www.premierfoods.co.uk

Channel opportunities

We are responding to the changing
preference for different retail channels
through taking a broad approach to
capturing growth opportunities across
all channels. This is assisted by using
our full range of brands, packaging and
manufacturing technologies.

In the small stores (the convenience
channel) where space is at a premium,
leading brands already have an
advantage. By offering our customers
different case sizes and packaging
formats we can help give our brands an
additional advantage. In January 2014
we announced our intention to invest
£20m in building a new Mr. Kipling
snack pack line at our bakery in Carlton,
Barnsley. This will not only double our
current capacity of snack packs to meet
demand but also enable us to produce
different packaging configurations
better suited to different consumer

and customer requirements. Following
completion of the installation the new line
became fully operational in May 2015.

Well-known, leading brands also have
an advantage in the online channel
and increasingly we are supporting

our customers in driving sales through
designing promotions and offers that
work best in the online environment. In
the High Street discounter channel, we
have used brands, such as Paxo gravy
and Bird’s rice pudding, to capture
opportunities in a format that are
appropriate for this channel.

Opportunities for our brands are fewer
with the hard discounters but we look
for possibilities, both branded and own
label, where these make sense and are
profitable.

International

Outside of the UK we believe there are
significant opportunities for our brands.
In September 2014 we invested in a
dedicated International business unit to
focus on these opportunities.

Strategic markets include Australia,
China and the United States where our
approach is to work with partners who
have the best local knowledge.

During the period we secured an
agreement with the Swire Group to

test and launch Ambrosia rice pudding
pots in Shanghai, China. In Australia we
started supplying the top two retailers
with Mr. Kipling and Cadbury cakes. We
also continue to develop opportunities
for Sharwood’s Indian sauces in the
United States.

Closer to home, we increased our sales
capability in Ireland to take advantage
of the recovering food market and

we continue to exploit tactical export
opportunities in a range of markets
across Europe and South East Asia.

In addition, we look for international
products that can provide opportunities
for us in the UK market using our
distribution capability. For example,

in November 2014 we partnered with
Australian firm, Menora Foods, to bring
their Peckish brand of rice crackers to
the UK.
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People

Unlocking our

people’s potential

Our people are a key ingredient in the
delivery of our strategy; it's through their
efforts that we can deliver category
growth and also make Premier Foods a
great place to work.

Purpose and values

Following our refinancing in April 2014
and the creation of the Hovis Joint
Venture, we took the opportunity to
engage with colleagues to refresh our
purpose and create a new set of values.
We asked people about the behaviours
that we would need to demonstrate

to help us to deliver our strategy, and
the type of culture they would like to
see that would improve the working
environment. Our new purpose — we
create food the nation loves most for
modern life — emphasises the passion
for food that lies at the heart of our
business. We also came up with five
core values that reflected what we
agreed would make us more successful.

People strategy

From our purpose and values, we
developed a new People strategy in

the financial period with the ambition to
create a more entrepreneurial workplace
that better drives both business and
personal growth. We invested in our
central Human Resources function

to help deliver the strategy and

Our five core values:

specifically strengthened our Learning
& Development focus. New activities
range from bespoke management
training to vocational training at our
sites. For example, our Ashford site
introduced a new functional skills
training programme in the financial
period which will help colleagues
improve Maths, English and ICT skills
while working towards a Level 2 City &
Guilds qualification.

Additionally, we doubled the intake of
new apprentices in the financial period
to develop our depth of engineering
expertise, a commitment we recently
extended for another two years.

And we invested more in expanding
and improving our communications,
particularly using digital and video
channels in support of our aspiration
to become the best connected food
company in the UK.

Aligning colleagues with shareholder
interests is another important part of
our people strategy and in 2014 we
awarded all colleagues 500 free shares
to promote a broader ‘ownership’
culture.

A breakdown of gender diversity at
various levels in the business is set out
on page 39. >

Health & Safety

Making sure that all our people arrive
home safely after work every day is a
top priority. Health & Safety is taken
extremely seriously by management
at all levels in the Company and we
continue to have one of the lowest
accident rates in the food industry.
Our unique, inclusive approach to
hazard identification and control, our
“Total Observation Process” (TOPs), is
a vital preventative tool in making our
factories safer places to work and is a
key ingredient of our industry leading
performance.

Our strong record was again recognised
by the Royal Society for the Prevention
of Accidents (ROSPA) in 2014 with

our 13 sites winning 6 Gold and 2
Silver Achievement awards and three
Gold Medal awards. The Gold Medal
awards are given to those sites which
have five or more consecutive years

of being awarded the Gold standard.
ROSPA also honoured us with awards
for our SEQOHS Accredited in-house
Occupational Health and Well-being
Service and our management of
occupational road risk.
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Working smarter to

reduce costs and
drive effectiveness

Our proven capability in driving cost
and complexity out of our business
underpins our strategy and fuels our
investment in innovation and marketing
our brands.

Reducing cost & complexity
Creating a simpler business enables

us to be more effective and efficient.
Over the last two years we have
eliminated 700 lower margin, slower
selling product codes or Stock Keeping
Units (SKUs) allowing us to focus on
the faster-moving and more profitable
lines. We also more than halved our
supplier base, significantly reduced our
number of legal entities, simplified our
management reporting and streamlined
our governance processes. Developing
a mindset of reduced complexity in

all areas of the business helps keep

us focused on what matters most

— creating value for our customers,
consumers and ultimately our
shareholders.

Cost control is equally important and we
continue to drive unwanted costs out
of the business wherever we can. Our
manufacturing and logistics operations
have historically made year-on-year
improvements in controlling their costs
although this proved more challenging
in the financial period as production
volumes declined in line with lower
sales volumes experienced earlier in the
financial period. Additional opportunities
to reduce our cost base continue to be
explored.

www.premierfoods.co.uk

Working smarter

Working smarter by improving our
business processes and use of
technology is another way we are
improving effectiveness and reducing
costs. In the period we completed

the roll-out of SAP software solutions
across our sites and shared service
centre. As a result we replaced eight
different legacy systems enabling faster
and more efficient operational processes
from supplier orders, to managing stock
levels, production runs, meeting sales
orders and delivery to our customers.

We have also driven our integrated
SAP solution into the commercial
functions improving the management
of our trade promotions, enabling

the generation of a ‘one number’
forecast and plan for the business.
Expanding the use of Google tools and
technology across the Company has
improved our collaborative working
and communications all the way from
using shared documents, to Google
‘hangouts’ video conferencing and
cloud based technologies.

Supplier partnerships

We are passionate about our supplier
relationships and work hard to develop
close partnerships that deliver mutual
benefit. Each year we spend nearly
£500m with UK suppliers and farmers
representing around 88% of our total
procurement budget. At the end of the
financial period we are supporting 644
small and medium sized businesses,
accounting for over half of our total
supplier base.

As the scale of our business has
changed, our strategy has been to
reduce our supplier base and drive fewer,
more strategic partnerships focused

on innovation and growth through our
supplier “Invest for Growth” programme.
Supplier numbers were reduced to 1,230
by the end of 2014, less than half the
level at the beginning of the previous
year.

To strengthen relationships with the
remaining supplier base we organised a
major conference for our top suppliers

at which we shared our business plans
and discussed opportunities for suppliers
to support our innovation plans. This
included opening a dedicated online
innovation portal in the autumn of 2014
which has so far generated more than a
hundred different ideas for review.

We also conducted an anonymous
supplier survey in 2014 via an
independent company to identify ways
to continuously improve our supplier
relationships. The survey showed that
91% of suppliers surveyed believe their
relationship with Premier Foods is ‘good’
or ‘very good’; higher than any of our
benchmarked competitors.

In response to criticisms raised at the
end of the year about the way some
elements of our “Invest for Growth”
programme had been implemented,
we simplified our supplier negotiations
to focus on more conventional
arrangements. We have also supported
proposals to improve transparency in
payment terms in the future.
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Responsibility

Being responsible

and sustainable

Whilst our business has seen significant transformation over
the last few years, taking responsibility for our social and
environmental impacts has remained constant.

We all want to be sure that the food we buy is sourced
ethically, with full traceability, and in a responsible way that
respects and protects our natural environment. We also want
the opportunity to eat healthily and have the right information
to make the right food choices. And we want to know that our
business is doing what it can to create opportunities for young
people and is contributing to the community.

Health and well-being

Eating well is important to overall health. Nutrition is therefore
at the core of what we do. We set nutritional standards

to guide New Product Development, reformulate existing
products and contribute to meeting government nutritional
goals.

Over the financial period we continued to develop better-
for-you products. For example, Ambrosia Mini Pots rice

and flavoured custard are specially formulated for younger
children containing calcium and additional Vitamin D which
are essential for children’s healthy development. We also
continued to roll-out front-of-pack ‘traffic light’ nutrition
labelling across our branded portfolio, providing helpful
information to consumers as well as assisting our product
development as we seek to reduce the number of ‘red’ labels
on our packs.

In addition, we signed up to meet the government’s Public
Health Responsibility Deal 2017 salt reduction targets across
a range of categories building on the work we’ve done over
several years that has seen us remove around 1,000 tonnes
of salt from our products. And we are working on ways to
reduce sugar and calories wherever we can, for instance by
implementing calorie caps on Mr. Kipling cakes and investing
more in individually wrapped Mr. Kipling snack pack slices, the
majority of which are under 140 calories per slice.

Investing in young people

Developing skills for young people continued to be an
important priority for us over the financial period as we sought
to attract more young people to the food industry as a career
and support others on their journey to get on the first rungs of
the employment ladder.

During the period, we doubled our intake of apprentices

and have committed to take on similar numbers for the

next two years. We contributed to raising apprenticeship
standards through the government’s Apprenticeship Trailblazer
programme and continued our support for the National Skills
Academy for Food and Drink. In addition, we continued

to lead the Industry Advisory Board for the new National
Centre of Excellence in Food Engineering at Sheffield Hallam
University and supported the industry sponsored new M.Eng
degree course in Food Engineering, also at Sheffield Hallam.

For the third year in a row we supported the Institute of Grocery
Distribution’s (IGD) ‘Feeding Britain’s Future’ campaign. In

the financial period all our sites took part offering 250 pre-
employment skills training opportunities to young unemployed
people as part of a national campaign offering over 15,000
opportunities in total. The campaign is being expanded this year
to provide similar training to 13 to 17 year old schoolchildren
and will aim to inform 5,000 youngsters across Great Britain.

Community involvement

Supporting the communities in which we operate has always
been an important part of what we do. Our people give
generously of their time to support a wide range of charitable
and community based activities up and down the country.

Nationally we have a two-year partnership with a charity
chosen by our employees to help make a bigger difference to
a single cause. At the end of 2014, our two year partnership
with Macmillan Cancer Support came to a conclusion.
Through hundreds of different employee events organised
locally and nationally, and with the generous support of our
suppliers, we raised £320,000 - enough to fund 12,800
Macmillan nursing hours. We are aiming to provide similar
support for our new charity partner, Cancer Research UK.

During the year we also expanded our support for Community
Shop, a unique venture providing surplus food at significantly
discounted prices to those that need it alongside a range of
programmes to help kick start positive change in people’s lives.

Read more on our website

Find out more about our
approach to responsibility on
our website:

& www.premierfoods.co.uk
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Sustainable supply chain

Where we can, we source key ingredients from UK suppliers.
Around 98% of the wheat, 94% of the sugar, 84% of the
apples and 78% of the milk and milk products we buy comes
from British farmers. This helps us keep supply chains short
and standards high with quality we can trust. Making sure

we source ingredients that are produced sustainably is also
important to us and during the financial period we achieved
our commitment to source 100% of our palm oil requirements
from certified sustainable sources.

In 2014/15 we continued to improve our environmental
footprint across our manufacturing sites. To provide an
accurate year-on-year comparison of our environmental
performance, we are reporting on a like-for-like basis including
all manufacturing sites over which we still have operational
control and excluding those sites that were divested or
transferred to the Hovis and Knighton Foods Joint Ventures
during the financial period.

Environmental performance 2014/15 vs 2013/14

L 2013/14 404
Total waste
sent to landfill:

Metric tonnes 2014/15 | 3

L 4

= 2013/14 270
Total energy
usage:
Gigawatts 2014/15 254
. 2013/14 667
Total (non-
ingredient)
water usage: ~2014/15 658
Megalitres

F 2013/14 76,327
CO,(e):
Metric tonnes

2014/15 72,374

Further information on our relations with stakeholders and
our approach to business ethics can be found on pages
43and 44. )

www.premierfoods.co.uk

2014/15 2015/16
2014/15 Target Absolute Target

Reduce waste sent to landfill by -20% Maintain zero
(vs 2013/14) -99.3% | waste to landfill
Reduce energy consumption by -2.5%

(vs 2013/14) -5.9% -2.5%
Reduce (non)ingredient water usage

by -5% (vs 2013/14) -1.3% -2.3%
Reduce Carbon equivalent (CO,e)

emissions by -3% (vs 2013/14) -5.2% -1.5%

Greenhouse gas (GHG) emissions reporting

The Companies Act 2006 (Strategic Report and Directors’
Reports) Regulations 2013 requires quoted companies to
report on environmental matters to the extent it is necessary for
an understanding of the company’s business within their annual
report, including where appropriate the use of key performnace
indicators (KPIs).

In the table below we have detailed our scope 1 & 2 GHG
emissions for the period 1 January 2013 to 31 December 2014
from a 2011 baseline year. While the financial year end of the
the Company has changed from 31 December, the regulations
permit environmental reporting for a period outside of a
company’s financial year.

Global tonnes of CO,(e)

GHG 2011
Emissions 2014 2013 Base Year

Scope 1 68,620.79 | 129,562.28 | 158,164.71
Scope 2 64,190.74 | 114,611.23 | 133,046.62
Total annual net

emissions 132,811.53 | 244,173.51| 291,211.33
Overall Intensity

(kgCO,e per tonne

of product) 208.75 162.74 143.3
Methodology

Premier Foods’ GHG emissions (detailed above) were
assessed and calculated by the Carbon Trust using data
collected and provided by Premier Foods and emission factors
from Defra’s Conversion Factors for Company Reporting 2014
for converting energy usage to carbon dioxide equivalent
(CO,e) emissions. We have followed the methodology in the
GHG Protocol Corporate Accounting and Reporting Standard
(revised edition). The analysis has used an operational control
approach.

This assessment takes into account all of the emission
sources required under the Companies Act 2006 (Strategic
Report and Directors’ Reports) Regulations 2013. The
emissions data relates to all production sites within the control
of Premier Foods during the period and includes sites that
were divested or transferred to the Hovis and Knighton Foods
Joint Ventures for the period they were wholly owned.
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Key performance indicators

Introduction

We use a large number of performance
indicators to monitor financial,
operational and responsibility
performance. These are reviewed on

a daily, weekly or monthly basis by our
senior management teams. Strategic
performance indicators are reviewed
by directors at Board meetings. These
indicators are used to encourage focus
and measure performance across a
range of areas and to highlight areas for
attention and corrective action, as well
as recognising good performance and
celebrating success.

Our 10 Key Performance Indicators
(KPIs) have changed a little since our last
annual report. We expect our Selling,
General & Administration (SG&A) base
to be in line with current levels in the
medium term so we have replaced

this KPI with branded market share

to reflect the importance of growing
market share in our categories across
our total branded portfolio. We have also
amended our net debt KPI to a ratio, as
this is tied to the Company’s ability to
resume dividend payments. Finally we
have updated our KPI on recurring cash
flow to be tracked as a percentage of
EBITDA as this is a better indicator of
cash available for the repayment of debt.

Change in year end

We have rebased our KPIs (for current
and prior periods) following the change
in financial year end and to reflect the
impact of the creation of the Hovis and
Knighton Foods Joint Ventures. Where
possible we have shown performance
for the unaudited Pro forma 52 week
period ended 4 April 2015 (2014/15)
against an unaudited Pro forma 52 week
period ended 5 April 2014 (2013/14).
However, in certain cases we have
based performance on audited numbers
which gives a 15 month period ended
4 April 2015 (2015) against a 12 month
period ended 31 December 2013
(2013). Going forward our financial year
will be for the 52 weeks ending on the
closest Saturday to 31 March and next
year all our KPIs will be year-on-year
(YoY) comparisons.

20

Branded sales (Pro forma)

2013/14 £712.8m
2014/15

YoY growth in sales from our branded
portfolio.

Why is this important?

Investing behind our brands to support
long-term sustainable growth is one of our
strategic priorities. Focusing on branded
products improves margin potential and
therefore increases profitability.

Progress we’ve made

During the period we experienced very
challenging market conditions, including
price deflation. As a result branded sales
were down by 4.1%. We have continued
to invest in our brands and have

been encouraged to see sales gather
momentum in the second half of the 2014
and in the first quarter of 2015.

% of sales from new products

2013/14 6.9%
2014/15

Sales of new products as a % of our
branded sales. New products includes
new product launches and extensions to
existing ranges.

(Based on IRI data to 21 March 2015)

Why is this important?

In order to generate category growth we
must focus on innovation. This measure is
an important indicator of whether we are
responding to consumer trends.

Progress we’ve made

We have launched around 90 new
products in the period including Bisto
Simply Casserole Pastes and OXO Herbs
& More and we have invested in our
innovation team to bolster our innovation
pipeline.

Trading profit (Pro forma)

2013/14 £139.9m
2014/15

Pro forma trading profit is defined in the
Operating review on page 30.

Why is this important?

Trading profit supports focus on our
overall growth agenda and is a key
measure used by the market.

Progress we’ve made

As a result of the challenging market
conditions trading profit declined £8.9m
in 2014/15 although an additional £8m
was invested in consumer marketing in
this period. Trading profit growth remains
a strategic priority for the coming year.

% of products testing superior or

at par with competitors

2013/14 96%
2014/15

Consumer panel blind testing of our
major branded products against their
main competitor, whether branded or
own label.

Why is this important?

This is an important measure of the
quality of our product portfolio. It drives
recipe improvements and ensures focus
on consistent product quality.

Progress we’ve made

Overall performance was in line with

prior year. The review covered 68% of
our branded portfolio (by sales value) as
part of a two year rolling programme.

We will continue to focus on consumer
quality benchmarking and reformulate any
products testing below par.
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Net debt/EBITDA ratio

2012 6.3x
2013 5.3x
2015

The ratio measures the Company’s
overall level of debt. It is calculated
as the Company’s interest bearing
borrowings, less cash, divided by its
EBITDA.

Why is this important?

The ratio is tied with the Company’s
priority to organically deleverage the
business. Our banking arrangements allow
the resumption of dividend payments
when the ratio drops below 3.0x.

Progress we’ve made

Net debt reduced significantly from
£830.8m (2013) to £585.1m (2015) in the
financial period following the successful
completion of the Capital Refinancing
Plan. Cash management, working capital
and reduction in net debt remain priorities
for the Company. The Company’s
medium-term leverage target is 2.5x.

% of NPD to be ‘better-for-you’
choices

2013/14 37%
2014/15

Sales value of New Product Development
(NPD) with a claimable health and
nutritional benefit.

Why is this important?

Aligns with our consumer insights which
highlight consumer focus on ‘better-for-
you’ options.

Progress we’ve made

Over the course of the period 52% of
new products delivered a claimable
nutritional benefit. Health remains a major
area of interest for consumers and we
will continue to identify opportunities

to introduce NPD with ‘better-for-you’
choices.

www.premierfoods.co.uk

Recurring cash flow as a % of
EBITDA

2012
2013
2015 M (16.8)%

33.3%
55.6%

Recurring cash flow as a % of EBITDA.
Cash flow is before non-recurring items
such as the proceeds from disposals
and associated restructuring costs and
financing fees.

Why is this important?

Cash flow as a % of EBITDA is a good
indicator of the underlying quality of
earnings and the overall health of the
business. It also identifies cash available
to repay debt.

Progress we’ve made

The cash flow ratio was negative in the
period primarily as a result of the change in
financial year end which incorporates the
phasing of pension deficit contributions, the
seasonality of working capital and timing of
interest payments. The business remains
cash generative, allowing the Company

to pay down debt and reinvest behind its
brands.

Lost Time Accident (LTASs)

2014/150.21

LTA rate per 100,000 hours worked.
An LTA is an accident which results in a
colleague having to take any time off work.

Why is this important?

Our focus on all lost time accidents
signals our determination to understand
and mitigate accident risk, irrespective of
its potential severity.

Progress we’ve made

In the period, our employee numbers
reduced by more than half and
comparison with prior years on a
frequency basis is therefore less
meaningful. However, on an absolute
basis the YoY actual number of accidents
which resulted in time off work reduced
by 35% in 2014/15. Our focus for the
coming year is to continue to improve our
safety performance.

Branded market share —
Grocery & Sweet Treats
Grocery*
2013/14 29.6%

2014/15

Sweet Treats!
2013/14 24.9%
2014/15

For Grocery this is the percentage of the total
sales of our branded products within the four
Grocery categories in which we participate.
For Sweet Treats this is our branded share of
the Ambient Cake Category.

Why is this important?

Increasing market share indicates
consumer preference for our products and
also demonstrates successful partnerships
with our customers to grow the overall
categories in which we operate.

Progress we’ve made

Following initial market share declines,
increased investment and innovation

in the second half of 2014 has had an
encouraging impact. In the 12 weeks to

4 April 2015 we have seen a combined
growth in market share of 0.9% for Grocery
and Sweet Treats.

1. (IRl data for 52 weeks ending 4 April 2015
versus a year ago)

Carbon (CO,) equivalent emissions
(tonnes)

2013/14 76,327
2014/15

YoY reduction in Carbon (CO,) equivalent
emissions in relative terms.

Why is this important?

Reducing carbon emissions is a measure
of our overall commitment to responsible
manufacturing and reducing our impact
on the environment.

Progress we’ve made

In 2014/15 we continued to improve
our environmental footprint across our
manufacturing and distribution sites.
We reduced our CO, emissions by
5.2% in absolute terms in 2014/15 on a
like-for-like basis. Our Greenhouse Gas
Emissions were also lower in 2014.

See page 19 for more information.>
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Managing our risks

Board accountability

The Board has ultimate responsibility for the effective risk
management of the Company’s strategic objectives. The
Company has a well-established process which has operated
throughout the financial period that identifies and monitors
the key strategic and operational risks, ensures appropriate
mitigating activities and reports on their effectiveness.

The Board has considered and approved the risk
management policy, the risk appetite of the Company
(discussed on the opposite page) and has delegated

the review of the risk management process to the Audit
Committee. The Audit Committee receives regular reports
from management, internal and external auditors, detailing
the risks that are relevant to our business activity, the
effectiveness of our internal controls in dealing with these risks
and any required remedial actions along with an update on
their implementation.

The Audit Committee reports to the Board on the
effectiveness of the risk management process. Day-to-day risk
management is the responsibility of senior management as
part of their everyday business processes and is underpinned
by the Company’s policies and procedures to ensure this is
fully embedded.

There is a structured business review process that operates
across all business areas which management report to

the Board and this, along with the corporate governance
framework, further underpins the ongoing management of
risk.

Company Governance Framework
Board/Audit Committee
A A

- Py
[}
Executive Leadership Team Q
m =
A A A =
: : . 5} b5
: = )
3 <
Operational Reviews Documented policies Internal Audit Reports ) >
Internal control self and procedures Quarterly reporting to g §
assessments FekFErSEs Audit Committee % 3
1st Line of defence 2nd Line of defence 3rd Line of defence g-
Management Controls Risk Management Internal Audit @
Financial Control
Treasury Committee
Health & Safety/
Security
Food Safety

1st line of defence — management controls

The internal control system provides senior management with
an ongoing process for the management of the risks that
could impact on the fulfilment of the Company’s business
objectives. The system is designed to manage rather than
eliminate the risk of failure to achieve our business objectives
and can only provide reasonable, not absolute, assurance
against material misstatement. Our internal controls cover

all areas of operations. The system also supports senior
management’s decision making processes improving the
reliability of business performance.

2nd line of defence — corporate oversight

Risk Management — The Company operates a formal risk
management process designed to provide information to the
Board, drive internal audit activities and support the executive
and senior management in identifying and mitigating the key
risks facing the business on an ongoing basis. Collective

top down executive reviews are conducted, as a minimum
twice per annum, and detailed functional risk registers are
maintained for each business area.

Financial Control — The Company maintains a strong
system of accounting and financial management controls.
Our accounting controls ensure data in the Company’s
financial statements on pages 75 to 133 are reconciled to
the underlying financial systems. A review of the data is
undertaken to provide assurance that the true position of the
Company is reflected, through compliance with approved
accounting practices. The Company has a dedicated team
of finance managers aligned to business areas, supported
by systems to provide the best available decision making
information to management on an ongoing basis. This

is reflected in an annual budgeting process, monthly
management reporting and ongoing investment appraisal.

Treasury and Risk Committee — This committee focuses
on the commodities purchased by the Company, reviewing
our policies and operational delivery with respect to forward
trading and foreign exchange exposures.

Health & Safety — The Company maintains an ongoing
programme of Health & Safety audits and has established
internal Health & Safety compliance tours at all factory sites.

Food Safety — The Company has developed and
implemented Corporate technical standards and established
an ongoing food quality and safety compliance programme
which audits all factory sites and major suppliers. This
supplements internal testing facilities established as part of
our internal control system which confirm food quality, safety
and authenticity.

3rd line of defence — internal audit

The Audit Committee annually reviews and approves the
internal audit programme for the year. The Committee reviews
progress against the plan on a quarterly basis considering the
adequacy of audit resource, the results of audit findings and
any changes in business circumstances which may require
additional audits.

The results of internal audits are reported to the Executive
Leadership Team and senior management and where required
corrective actions are agreed. The results of all audits are
summarised for the Audit Committee along with progress
against agreed actions.
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Risk appetite

The organisation’s approach is to minimise exposure to
reputational, financial and operational risk, whilst accepting
and recognising a risk/reward trade-off in the pursuit of its
strategic and commercial objectives.

As a food manufacturing company with many well known
brands the integrity of the business is crucial and cannot be put
at risk. Consequently it has a zero tolerance for risks relating

to health and safety and food safety. The business, however,
operates in a challenging and highly competitive market place
and is in a turnaround phase. As a result it recognises that
strategic, commercial and investment risks will be required to
seize opportunities and deliver results at pace.

It is therefore prepared to make certain financial and
operational investments in pursuit of growth objectives,
accepting the risk that the anticipated benefits from these
investments may not always be fully realised. Its acceptance
of risk is subject to ensuring that potential benefits and risks
are fully understood and sensible measures to mitigate risk are
established.

Changes since last year

There have been significant changes in the organisation since
last year which address a number of strategic risks highlighted
in the last annual report. We have successfully completed

our Capital Refinancing Plan (as described on page 02), >
although the pension fund deficit remains a major liability and
is still identified as a principal risk. We have also completed
the Hovis Joint Venture and handed over the majority of
transitional service arrangements to the new entity. This has
allowed us to focus on our core Grocery and Sweet Treats
businesses and restructure the organisation into Strategic
Business Units (SBUs) including an Internaional SBU focussed
on opportunites outside the UK. The new structure will enable
us to align ourselves more closely with growth opportunities
and provide stronger profit and loss accountability.

Notwithstanding these achievements, the Company remains
more leveraged than the industry norm and the success of

its commercial strategy, against a challenging market, will be
required to complete the business recovery plan and deliver a
platform for sustainable category growth. The success of the
organisation’s product strategies, including effective execution
of marketing and innovation plans, as well as our relationships
with key customers, are critical to achieving this turnaround
during the coming financial year.

Last year’s report highlighted delivery of commercial strategy
as a principal risk. This remains the case but is now broken
down into a number of components including challenging
market conditions, dependence on key customers and
licensing agreements and the organisation’s internal capability
and structure. There have been extensive activities to
improve our talent management and staff retention capability
in the financial period at both Executive Leadership Team

and operational level. This focus will continue over the next

www.premierfoods.co.uk

financial year and address the risks highlighted in the last
annual report around employee engagement and retention of
key management. Last year’s report also highlighted external
communication as a strategic risk. This is now considered as
part of a broader risk around responsibility and stakeholder
perception, which the Company is addressing following a
negative media focus on our supplier relationships in late 2014
as discussed on page 07. >

For this year’s report we have focused on five key strategic
risks which pose the greatest threat to the delivery of our
strategy. We have summarised a number of operational risks
which we believe are common to all food manufacturers
under the headings; Operational continuity and Legal and
regulatory compliance. These risks are identified on the heat
map below and are described in more detail on pages 24 and
25, together with a discussion of the mitigating activities we
are taking to reduce the likelihood or potential impact of these
risks. Our website also contains a more detailed discussion of
operational risks six and seven below.

Summary of major strategic & operational risks
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Risk dimension

o Market conditions

There have been fundamental
changes in the UK retalil
environment, including rapid
growth of discounters, online and
convenience shopping, and shifts
in consumer shopping and eating
patterns. These factors, together
with an economic environment

of price deflation, may impact
revenue, volumes and/or margins.

Managing our risks

Mitigating activities

We have restructured the organisation and established Strategic Business Units,
each with full profit and loss accountability, to align the business with future
growth opportunities. We are investing in our brands to drive consumer demand
and cement relationships with key customers. This will also align us with growth
opportunities in online and convenience markets. We have a pipeline of product
innovation initiatives under way to align our products with consumer trends,
including convenient meal making, healthy eating and indulgence occasions, as
well as dedicated teams to review and understand these trends. Margin impacts
are mitigated by a strong focus on hedging activity and supplier risk management
processes.

Organisational structure
and capability

The business has undergone a
major restructure in 2014 with

the creation of SBUs for Grocery,
Sweet Treats and International. This
has also resulted in an extensive
people investment programme,
particularly for commercial areas of
the business. Attracting, retaining
and developing high calibre staff is
crucial for the successful delivery
of our strategy, with marketing

and innovation being a particular
focus for the business. Decision
making agility and the ability to
respond quickly and decisively to
changing market conditions are
also critical for being able to deliver
our objectives.

The restructure was successfully completed with minimal operational or
customer impacts. We have high calibre individuals in place to manage the
SBUs and are making good progress in building additional commercial capability
in the business. People management has been a key strategic priority in the
financial period with the appointment of a new HR Director and creation of

new roles in the HR team. Initiatives are under way to improve our employer
brand proposition, employee engagement, talent management processes and
to develop future leaders in the business. A number of key operational and
technological initiatives are also under way to improve our communication and
decision making capabilities.

Responsibility and stakeholder
perception

The business is committed to
sustainability and endeavours to
act ethically and responsibly in
dealings with all parties. Effective
management of our external
communication is also important to
maintain our corporate reputation,
stakeholder relationships and brand
equity.

We have clear corporate policies to ensure that we act responsibly in our
dealings with all parties, including a Code of Conduct and supporting policy
framework. There are also processes in place to ensure adherence to these
policies. This is supported with corporate brand initiatives around charity

and community related partnerships. We have dedicated Communications
and Investor Relations teams to manage external communications and
media responses and well co-ordinated plans for dealing with price sensitive
information. The in-house team is supported by external agencies to maintain
high quality and effective communications.

Premier Foods plc Annual report and accounts for the financial period ended 4 April 2015



o Commercial arrangements

Delivery of the Company’s We have worked closely with the major multiples to agree Joint Business Plans
commercial objectives is that are strategically aligned and reflect mutual growth opportunities. Strategic
dependent on a number of key activity is also under way to grow our business with discounters, convenience
arrangements with customers and and online markets, as well as in international markets. We enjoy good
suppliers. The business relies on relationships with our licensed brand owners and are engaged in appropriate
the major UK retailers for a large commercial discussions with them. Following the successful consolidation of
proportion of sales. We have key our supplier base we work closely with all our suppliers and communicate our
licensing agreements for use of plans for mutual growth. We conduct independent benchmarking of our supplier

the Cadbury brand (which runs at relationships as described on page 17. >
least until 30 June 2017), and Loyd

Grossman (continues until 2026
but is dependent on achieving
performance targets).

e Pension fund deficit

The Company supports a number The Company has agreed deficit funding payments which (unless the Company

of significant pension schemes resumes payment of dividends) are fixed until the end of 2019. The RHM Pension -

which are in deficit on an aggregate | Scheme, which is the largest scheme, has a sophisticated investment strategy S

level. The resulting balance sheet which is designed to minimise risk while earning long-term returns in line with the @

liability may fluctuate due to factors | scheme’s funding requirements. The scheme makes use of swaps and other a%;

outside the Company’s control. financial derivatives in order to hedge interest rate and inflation exposures. The :‘g
w

smaller Premier Foods schemes have a much lower funding position and
therefore less ability to hedge. These schemes are more reliant on cash
contributions from the Company as well positive investment returns to reach a
satisfactory long-term funding position. The Company enjoys close relationships
with the various Trustees, through regular meetings with the Trustee Chairs
through the Pension Liaison Forum and attendance by invitation of the CFO and
members of his team at investment committee meetings.

6 Operational continuity

Delivery of the strategy is We have crisis management processes in place and business continuity plans
dependent on the organisation’s are being refreshed on a site by site basis. The financial impact of material site
ability to minimise operational issues is mitigated by insurance cover. Systems resilience is built in through the
disruption from issues with facilities, | deployment of three data centres and a re-hosting project is planned for 2015
IT and factory infrastructure, as which will further improve resilience. Procurement category strategy plans are in
well as procurement and logistics place to monitor and mitigate risk around key suppliers.

functions.

e Legal and regulatory compliance

The business is subject to a Leading food industry processes are in place to manage Health & Safety and
number of Legal and regulatory food safety issues, including an ongoing programme of internal and external
compliance requirements and audits. There are dedicated Legal and regulatory teams in place to monitor
must continually monitor new and changes in legislation, ensure compliance across the organisation and defend

emerging legislation, in areas such against litigation where necessary.
as Health & Safety, competion law,
food safety, labelling regulations
and environmental standards.

Read more on our website

Find out more about our
operational risks and
on our website:

P www.premierfoods.co.uk
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Operating and financial review

Operating review

Pro forma results

Within this operating review, commentary unless otherwise
stated is on a ‘Pro forma’ basis, which excludes all disposals
and joint ventures transactions previously completed and is
prepared for the 52 weeks ending 4 April 2015. All references
to the ‘year’ in this section, unless otherwise stated, are for
the 52 weeks ended 4 April 2015 and the comparative period,
52 weeks ended 5 April 2014. All references to the ‘quarter’,
unless otherwise stated, are for the 94 days ended 4 April 2015
and the comparative period, 94 days ended 5 April 2014.

52 week results

4 April 2015 5 April 2014 Change
£m (52 weeks) (52 weeks) (%)
Sales
Power Brands 504.5 528.9 (4.6)
Support brands 179.2 183.9 (2.5)
Total branded 683.7 712.8 4.1)
Non-branded sales 83.7 90.5 (7.5)
Total 767.4 803.3 (4.5)
Trading profit 131.0 139.9 (6.4)
EBITDA 144.9 156.2 (7.2)
Quarterly sales results

94 days to 94 days to Change
£m 4 April 2015 5 April 2014 (%)
Sales
Power Brands 124.9 126.9 (1.6)
Support brands 45.2 43.3 45
Total branded 170.1 170.2 (0.0
Non-branded sales 15.9 16.9 (6.0)
Total 186.0 187.1 (0.6)
Note:

For the 52 week financial year ending 2 April 2016 (2015/16), the relevant 13
week 2014/15 comparatives which will be used for 2015/16 reporting can be
found on page 33. >

Introduction

Pro forma total sales for the 52 weeks ended 4 April 2015
were £767.4m compared to £803.3m for the prior year. In the
quarter, total sales were (0.6)% lower than the comparative
period at £186.0m, while branded sales were broadly flat and
Power Brands sales were (1.6)% lower. Both the total branded
and Power Brands performances reflect demonstrably
improving trends and shows that the Company’s strategy

is starting to deliver in what has been a challenging trading
environment.

Trading profit (as defined in the footnote on page 30) for the
52 weeks ended 4 April 2015 was £131.0m, in line with the
Company’s expectations and included approximately £8m
higher consumer marketing expenditure than the prior year.
In the six months to 4 April 2015, its key trading period,

the Company invested 82% more in consumer marketing
compared to the equivalent prior year period. Gross margins

\ Over the last 12 months, six of our
major brands have benefited from TV
advertising and we have launched a
number of new products to market,
with more to come this year.”

Gavin Darby
Chief Executive Officer

throughout the year remained solid, supported by improving
branded mix benefits and a benign input cost environment.

Market trends

The UK grocery market remains highly competitive. Previous
quarters have been characterised by the well documented
growth of the discounter, convenience and online channels,
and while there was a broad continuation of these growth
trends in the quarter, there is increasing evidence that the
growth in the discounter channel in particular is slowing. With
a degree of momentum building in the traditional supermarket
channel, the growth profile of the different sub-channels is
displaying signs of converging.

Measures of consumer confidence have demonstrated
increased levels of disposable income for consumers and in
the case of the Asda/Centre for Economics and Business
Research income tracker, are at the highest level since records
began in 2009. Food price deflation, reflecting a combination
of benign input costs and price competition across the wider
grocery market, has become progressively deeper over the
last six months and reached (2.0)% in March. Concurrently,
there are also signs of a return to volume growth across the
grocery market.

Over recent months, the trend of volume growth in the UK
grocery market, as measured by Kantar Worldpanel, has
been steadily increasing, peaking at 2.8% at the end of March
2015.

Against the backdrop of these market conditions and trends,
the Company has been successful in gaining significant
volume and value share growth in its categories in the

quarter. During this period, volume sales as measured by IRI
increased by 9.0% and delivered 2.0 percentage points of
share, while value sales grew 3.3% taking 0.9 share points.
This performance reflects the results from the Company’s
strategy of investing behind its brands, bringing new products
to market, working in close partnership with its customers and
increasing the returns on its promotional activities.
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Customer relationships

The Company has applied a great deal of focus in improving
its customer relationships over the past three years.

These closer partnerships include the early agreement of
constructive joint business plans, with the overall objective of
delivering category growth for mutual benefit. An illustration
of the strong progress in this area can be seen by reference
to the number of ‘category captaincy’ roles (or equivalent)
held by the Company with its top six customers. In 2012, the
Company held one category captaincy role from a maximum
of thirty category/top six customer relationships; in 2015 this
has now increased to 22. Additionally, it holds seven ‘category
advisor’ roles.

Grocery

Over the last six months, the Company has increased its
focus on bringing new and relevant products to market, based
on sound consumer insights and working in close partnership
with its customers.

Bisto recorded a strong quarter, growing volumes, sales,
market share and household penetration, benefiting from the
‘Bisto Together Project’ television advertising and two new
product ranges. Bisto Simply Casserole and Bisto Gravy
Pastes have been well received and reflect consumer trends
and insights around convenience and ‘foodieness’. The
introduction of the OXO Herbs & More range aligns very well
to these consumer trends and assisted OXO’s volume growth
in the quarter. The earlier timing of Easter also benefited Bisto
and to a lesser extent, Ambrosia, with the latter growing
volumes, sales and market share in the quarter reflecting

a good performance from the mini pots range, its loyal
consumer following and strong category position.

Sharwood’s reversed its recent quarterly performances,
delivering increased sales in the quarter following stronger
in-store execution of Chinese New Year and supported by TV
advertising. Sales of Homepride increased over the 52 week
period as a result of the more contemporary range introduced
in the middle of 2014, in addition to its first TV advertising for
ten years.

Loyd Grossman sauces saw the launch of new premium
‘Gastro’ and ‘Classics’ ranges in one major customer, while
sales of Batchelors were lower than the same period last year.

Innovation in the first half of 2015/16 will see the launch of
Sharwood’s Stir Fry Melts and Loyd Grossman Pan Melts.
These products build on the gel pot technology used by other
products in the portfolio and are based on consumer insights
and trends which reveal that hob cooking is the most popular
and fastest growing main meal cooking method. During the
last year, the Company delivered 11.3% of its sales from new
products launched over the previous 24 months, compared to
6.9% in the previous year. The Company’s target is to increase
this to 20% of sales over time.

www.premierfoods.co.uk

Sweet Treats

The performance of the Company’s major cake brands, Mr.
Kipling and Cadbury cake, have been instrumental in driving
category growth of +3.8% during the quarter. A combination
of the major branded relaunch in 2014, TV advertising and
strong execution of a promotional campaign in an expandable
category have enabled Mr. Kipling to deliver increased
volumes, sales and share in the quarter. Building on this
excellent momentum, new Mr. Kipling milkshake flavour snack
pack slice products have just been launched with all variants
available in all major customers.

In Cadbury cake, all the key metrics of volumes, sales and
share increased in the quarter due to strong in-store execution
and the earlier timing of Easter in 2015. During the first half of
2015/16, Cadbury cake will benefit from its first TV advertising
campaign for eight years and will see new limited edition
products launched in time for Halloween. Due to the earlier
timing of Easter this year, the Company expects a slower first
quarter in its Sweet Treats business.

The implementation of the new snack pack line at the
Company’s factory in Barnsley, South Yorkshire has entered
commissioning stages with products now being distributed to
customers. This new line will increase the Company’s snack
pack slices capacity by over 130%, significantly increases

its level of automation and provides additional flexibility on
pack format sizes. The pack size flexibility presents the Sweet
Treats business unit with valuable additional options for its
promotional strategy and also provides opportunities to enter
the convenience channel through twin-pack format sizes.

The business unit has recently been successful in winning
certain non-branded cake contracts. The Company will review
non-branded contracts applying judicious economic rationale,
while recognising the benefits that can be drawn from
enhanced customer relationships and optimal utilisation of its
manufacturing facilities.

Goodwill which arose on past acquisitions has previously
been allocated to the combined Grocery and Sweet Treats
business units. As a result of the Company’s decision to
move to a Strategic Business Unit structure, the Company
has for the first time been required to assess the carrying
value of the Sweet Treats business as a stand alone entity.
The goodwill allocated to the Sweet Treats business has been
assessed and consequently, the Company has recognised

an impairment of goodwill of £67.9m in respect of its Sweet
Treats business for the financial period ended 4 April 2015.
Despite this non-cash charge, the Company considers the
Sweet Treats business presents many further opportunities for
future growth.
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Operating and financial review

International

Over the last two quarters, the International business unit

has been upweighting its resources to enable it to realise the
available opportunities in its selected strategic geographies:
USA, Australasia and China. In the quarter, additional focus in
Ireland has delivered increased sales growth compared to the
prior year, although this was partly offset by adverse foreign
exchange movements.

Consumer marketing

During the year, the Company’s consumer marketing spend
as a percentage of branded sales was 4.8% and in the last
six months of the year, total spend was 82% higher than

the equivalent prior period. The Company has committed to
delivering a double-digit % increase in its consumer marketing
spend over the medium-term.

The Company expects to meet this medium-term target in
2015/16, with eight of its brands planned to benefit from
television advertising and further new products due to be
launched.

Group & corporate costs, efficiency and

organisation structure

In recent years, the Company has been successful in keeping
a tight focus on its overhead cost base. Since the completion
of the Capital Refinancing Plan in April 2014, the Company
has chosen to increase its proportion of revenue generating
overheads such as international, marketing, innovation and
sales while at the same time driving efficiencies in support
functions such as shared services and IT. During this time, the
headcount of revenue generating colleagues has increased by
22.5% while support functions have reduced by 17.6%. This
switch in the overhead cost base supports the Company’s
strategy of driving category growth while maintaining a strong
focus on efficiency and cost control.

As previously announced, the Company has a healthy pipeline
of capital projects with attractive financial paybacks. During
2015/16, it will be investing in a number of capital projects
which expect to deliver payback returns on cost release
initiatives of less than three years. The Company expects to
spend approximately £25m on capital expenditure in 2015/16
of which about a third will be assigned to cost release
projects. In particular, a number of projects are underway at
our Stoke cake bakery to increase automation on packing
lines, reducing a number of manual tasks and so delivering
efficiency benefits.

The Company continues to focus on improving the returns on
investment from promotional activity in which it participates
with major customers. As a result of a more sophisticated
approach in this area, the proportion of promotions which
exceeded the Company’s sales and returns targets increased
to over 40% in the quarter.

Over the last two years, we have reduced the number

of SKUs (product codes) by 43% and more than halved

the number of suppliers. Our supplier programme has, in
particular, enabled us to develop more strategic, and mutually
beneficial, partnerships focused on growth, including with
many small and medium sized businesses. We plan to
continue strengthening our supplier relationships based on
mutual respect.

The Company’s new Strategic Business Unit structure,
announced in September 2014, is starting to deliver clear
and tangible benefits, facilitating more agile ways of working
and allowing greater focus on delivering category growth.
Each Strategic Business Unit has fully embraced the ethos
of the new structure; ensuring the right teams are in place,
accelerating product innovation, furthering cost reduction
initiatives and delivering joint business plans with customers.

Net regular interest

Net regular interest was £47.8m in the year, £17.2m lower
than the prior period. Following the completion of the
Company’s Capital Refinancing Plan, and as expected, the
constituent elements of the Company’s financing charges
have changed. The largest component is the interest payable
on the senior secured notes, which amounted to £30.9m
in the year. Bank debt interest, which includes interest on
the Company’s £272m revolving credit facility and also non
utilisation fees, was £23.6m lower at £10.2m. Amortisation
and deferred fees, which comprised a significant element
of the Company’s previous financing arrangements, were
significantly lower in the year at £4.2m (prior year: £26.6m).

4 April 5 April

2015 2014 Change
£m (52 weeks) (52 weeks) (%)
Senior secured notes
interest 30.9 1.2 -
Bank debt interest 10.2 33.8 69.8
Securitisation interest 2.5 3.4 26.4

43.6 38.4 (13.5)
Amortisation and deferred
fees 4.2 26.6 84.2
Net regular interest 47.8 65.0 26.5

The Company expects net regular interest for the 2015/16
financial year to be approximately £45m.

Associate investments

The Company holds a 49% interest in both Hovis Limited

and Knighton Foods Limited. For the financial period ended

4 April 2015, the Company recognised a share of loss from
associates of £(9.6)m of which £(8.9)m is due to the share

of loss from the Hovis Limited investment. This loss primarily
reflects one-off costs associated with the closure of the

Hovis Limited Leicester bakery. The share of loss from the
Company'’s investment in Knighton Foods Limited was £(0.7)m
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during the period. The Company’s investments in associates
as at 4 April 2015 were £14.4m, of which Hovis Limited
accounted for £5.5m and Knighton Foods Limited £8.9m.
As at 4 April 2015, the Company held loans to associates of
£20.8m. This included £17.1m related to the investment in
Hovis Limited and £3.7m which related to Knighton Foods
Limited.

Cash flow

The following commentary refers to the cash flow movements
in the quarter. The financial review includes commentary on
the Company’s cash flows and movement in borrowings for
the financial period ended 4 April 2015 and the comparative
period; the year ended 31 December 2013.

1 January

2015 - 4 April

2015

£m (94 days)
Pro forma Trading profit 23.7
Depreciation 3.9
Interest (16.3)
Pension contributions (6.6)
Capital expenditure (10.6)
Working capital & other (10.7)
Cash outflow (16.6)
Net debt at 31 December 2014 (Unaudited) 567.6
Cash outflows 1 January 2015 — 4 April 2015 16.6
Debt issuance cost amortisation 0.7
Reported Net debt at 4 April 2015 584.9

Total cash outflows in the quarter were £(16.6)m. Trading
profit was £23.7m, while depreciation in the quarter was
£3.9m which is in line with the Company’s expectations for
its ongoing rate of depreciation. Interest paid was £(16.3)m
and reflects a bi-annual payment of interest relating to the
senior secured notes in the quarter. Capital expenditure of
£10.6m is slightly higher than the run rate for 2015/16 but
is due to rollover effects from the prior year notably from the
new Mr. Kipling snack pack line at our Barnsley cake bakery
in South Yorkshire. The working capital outflow of £(10.7)m
reflects the normal working capital cycle of the Company
between December and early April, owing to the seasonal
nature of the business. Pension contributions of £(6.6)m were
in line with the previously agreed schedule of pension deficit
contributions and costs associated with administering the
pension schemes.

www.premierfoods.co.uk

Net debt

£m
Reported Net debt at 31 December 2013 830.8
Movement in cash in period (236.0)
Movement in debt issuance costs 9.9)
Reported Net debt at 4 April 2015 584.9

Net debt at 4 April 2015 was £584.9m, which reduced from
£830.8m as at 31 December 2013. This major reduction
reflects the equity issue net proceeds of £340.1m following
the completion of the Capital Refinancing Plan in April 2014.

It should be noted that due to the seasonal nature of the
Company’s business, the natural low point in the working
capital cycle is at the end of December. With the change in the
financial reporting year end to the beginning of April, reported
Net debt is expected to be on average, approximately
£20m-£30m higher than the previous December.

Pensions
Pensions (Em) 4 April 2015 31 Dec 2013
Assets
Equities 348.5 299.7
Government bonds 547.5 515.7
Corporate bonds 329.8 384.1
Property 260.0 181.7
Absolute return products 1,332.9 1,268.2
Cash 294.4 192.3
Infrastructure funds 196.6 193.5
Swaps 430.0 (116.6)
Private equity 250.9 190.2
Other 257.9 109.6
Total Assets 4,248.5 3,218.4
Liabilities
Discount rate 3.30% 4.40%
Inflation rate (RPI/CPI) 3.0%/1.9% 3.35%/
2.35%
Total Liabilities (4,460.3) (3,821.7)
Deficit (IAS 19) (211.8) (603.3)
Deferred tax (21.4%/23.25%) 45.3 140.3
Deficit net of deferred tax
(IAS 19) (166.5) (463.0)

The IAS 19 pension deficit at 4 April 2015 was £(211.8)m,
equivalent to £(166.5)m net of deferred tax. This is £391.5m
lower than the valuation as at 31 December 2013. The
valuation at 4 April 2015 comprised a £241.6m surplus in
respect of the RHM scheme and a deficit of £(453.4)m in
relation to the Premier Foods schemes. This substantial
reduction in the combined schemes deficit is due to the
following factors: a widening of credit spreads between
government gilts and corporate bonds; the impact on assets
of the schemes’ hedging strategy, a reduction in inflation rate
assumptions and improved investment performance. The
impact on the assets of the schemes’ hedging strategy can
be referenced by the increase in the Swaps asset class in the
table above, and accounts for over half of the total increase in
the schemes’ assets.
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Operating and financial review

The reduction in the pension valuation between these dates
has no impact on the previously agreed pension deficit cash
contributions which are fixed until 2019. One approach in
valuing the pension liabilities as part of the Enterprise value
of the Company is to discount the post tax future cash flows
of the agreed deficit contribution payment schedule. On this
basis, the pension schemes deficit is valued at approximately
£390m.

Increase/ Increase/ Increase/
Pension sensitivities (Reduction) (Reduction) (Reduction)
(IAS 19 basis, £m) in assets in liabilities in deficit

25 basis point decrease
in government gilts 175 205 30
25 basis point increase

in credit spreads - (190) (190)
25 basis point increase

in RPI 70 85 15
Life expectancy increase

by 1 year - 140 140

The above table intends to provide assistance in understanding
the sensitivity of the valuation of pension assets and liabilities
to market movements of government gilts, credit spreads and
the retail price index (RPI). It is stressed that these sensitivities

are indicative only and may change over time as the schemes’
execution of its investment strategy may evolve to maximise
asset performance.

Outlook

We are encouraged by the return of volume growth to both
our categories and the wider grocery market. While we
expect the trading environment in the coming quarters to be
challenging, our expectations for the year are unchanged.
The Company’s commitment to brand investment continues,
with consumer marketing expenditure expected to increase
materially in 2015/16.

Over the next year, the Company expects to benefit from
lower pension contributions and capital expenditure which
will enable it to significantly reduce Net debt. The Board is
firmly focussed on the creation of future value, and with its
investment and growth strategies, combined with a focus

on cost efficiency, Trading profit delivery and organic
de-leveraging, believes it is well positioned to deliver success.

Gavin Darby
Chief Executive Officer

18 May 2015

Reconciliation of statutory numbers (continuing operations) to Pro forma

‘Pro forma results’ the Company’s results for the 52 weeks ended 4 April 2015 are presented on a ‘Pro forma’ basis, unless
otherwise stated. The ‘Pro forma’ results are unaudited, exclude the results of previously completed business disposals, joint
ventures and are presented to illustrate the performance of the Company on the new reporting calendar methodology.

‘Continuing operations’ includes the respective periods that the Company maintained ownership of completed disposals in
2013 and joint ventures entered into. The results of the financial period to 4 April 2015 and its comparative period, the year to
31 December 2013, are commented on in the financial review on the next page. >

Less: Add/(Less):

Continuing Less: Less: 1 Jan -6 Apr 1Jan-5 Apr ‘Pro forma’
£m operations Disposals Knighton JV 2013 2014 business
2014/15
Sales 964.3 (0.2) 8.1) N/A (188.6) 767.4
Trading profit 150.2 3.8 0.7 N/A (23.7) 131.0
EBITDA 168.7 3.6 0.7 N/A (28.1) 144.9
2013
Sales 843.0 (6.4) (17.4) (204.5) 188.6 803.3
Trading profit 139.5 (0.6) 0.7 (23.3) 23.7 139.9
EBITDA 156.8 (0.6) (0.3 (27.8) 28.1 156.2
Notes:

1. The statutory accounting period is from 1 January 2014 to 4 April 2015.

2. Pro forma results are prepared for the 52 weeks ended 4 April 2015 with comparative period of the 52 weeks ended 5 April 2014 and are unaudited.

3. Trading profit is defined as operating profit before re-financing costs, restructuring costs, profits and losses associated with divestment activity, amortisation
and impairment of intangible assets, the revaluation of foreign exchange and other derivative contracts under IAS 39, profits and losses from associate
companies and pension administration costs and net interest on the net defined benefit liability.

4. EBITDA is Trading profit excluding depreciation.

5. Adjusted profit before tax is defined as Trading profit less net regular interest. Adjusted earnings per share is defined as Adjusted profit before tax less a
notional tax charge of 21.4% (2013: 23.25%) divided by the weighted average of the number of shares of 731.4/366.1 million. Weighted average number of
shares on a 52 week ended 4 April 2015 is 824.4 million (52 weeks ended 5 April 2014: 370.0m). Net regular interest is defined as net finance cost excluding
write-off of financing costs, fair value adjustments on interest rate financial instruments and other interest.
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Financial review

Introduction

Within this financial review, the Company presents its results
for the financial period from 1 January 2014 to 4 April 2015
with comparative information for the year ended 31 December
2013. The Bread business is treated as a discontinued
operation in the financial statements and is excluded from
commentary on the Company’s continuing operations. All
commentary on the performance of the Company included
below refers to continuing operations unless otherwise stated
and therefore reflects the respective periods that the Company
maintained ownership of completed disposals in 2013 and
joint ventures entered into.

Company structure

During the period, the Company completed a capital
restructuring including an equity issue of £340m (net of
underwriting and advisory fees), a senior secured notes
issuance of £500m, a new revolving credit facility of £272m
and a new pensions framework agreement. This capital re-
financing agreement completed on 14 April 2014.

The Company completed two joint venture transactions in the
period; the bread business on 26 April 2014 (“Hovis Limited”)
and the powdered beverages and desserts business (“Knighton
Foods Limited”) on 28 June 2014. Both Hovis Limited and
Knighton Foods Limited are reported as associates in the
financial statements for financial period ended 4 April 2015. On
2 February 2013, the Company completed the disposal of the
Sweet Pickles and Table Sauces business.

Financial policy change

The Company has conducted a review of its commercial costs
and consequently decided to re-classify certain commercial
costs from its selling, marketing and distribution costs
classification to revenue, in order to better reflect the cost
directly associated with revenue generation. Accordingly the
comparative periods’ financial statements have been restated
to reflect this re-classification. While this has nil impact on
Operating profit or Trading profit, it has the effect of reducing
turnover for both the reported and comparative financial
periods. Revenue comprises the invoiced value for the sale of
goods net of sales rebates, discounts, and taxes attributable
to revenue and after eliminating sales within the Group.

Income statement

Revenue from continuing operations in the period was £964.3m
compared to £843.0m in the prior year. Revenue in the period
benefited from an additional 94 days while the Company
experienced some challenging trading conditions, particularly

in the first six months of the period. The prior year’s revenue
includes one month of trading for the disposed Sweet pickles

& table sauces business and a full year of the Knighton Foods
Limited business. While revenues remained lower for much of
the remaining months of the period, the branded sales trend
displayed a relative improvement, as a result of the Company’s
increased levels of investment in consumer marketing and
launch of new products to market. Grocery revenues for the
period ended 4 April 2015 were £699.6m compared to the prior
year of £615.4m, while Sweet Treats revenues were £264.7m
compared to the prior year of £227.6m.

www.premierfoods.co.uk

\ During the period, the Company
completed a capital restructuring
including an equity issue of £353m,
a senior secured notes issuace of
£500m, a new revolving credit facility
of £272m and a new pensions
framework agreement.”

Alastair Murray
Chief Financial Officer

Gross profit was £333.5m in the period, an increase of
£46.6m compared to the prior year and included benefits from
an increase in sales of higher margin branded products, the
benefits to manufacturing overheads following the completion
of the Knighton Foods joint venture and relatively benign input
costs. Gross margin increased by 0.6 percentage points to
34.6% for the period ended 4 April 2015, reflecting the points
identified above.

Divisional contribution for the Group was £196.4m in the
period compared to £178.2m for the year ended

31 December 2013. Grocery Divisional contribution was
£179.6m, an increase of £21.1m on the prior year, while
Sweet Treats Divisional contribution was £16.8m, compared
to £19.7m in the year to 31 December 2013. The reduction in
Sweet Treats Divisional contribution reflects increased levels of
consumer marketing investment in the period.

Operating profit

For the period ended 4 April 2015, the Group reported an
Operating loss for continuing operations of £(44.1)m, set
against an Operating profit of £52.6m for the comparative
period. Before impairment and profit on disposal of
operations, the Group delivered an Operating profit of £45.8m
in the period, compared to £55.0m for the year ended

31 December 2013.

The main driver of the Operating loss in the period is a result
of an impairment charge relating to the Sweet Treats business
unit. As a result of the Company’s decision to move to a
Strategic Business Unit structure, the Company has for the first
time been required to assess the carrying value of the Sweet
Treats business as a stand alone entity. The goodwill allocated
to the Sweet Treats business unit has been assessed and
consequently, the Company has recognised an impairment

of goodwill of £67.9m in respect of its Sweet Treats business
for the financial period ended 4 April 2015. Despite this, the
Company considers the Sweet Treats business presents
many further opportunities for future growth. Additionally, the
Company recognised impairment in the period of £16.0m
relating to the write off of certain fixed assets at its Lifton site.

Trading profit in the period was £10.7m higher at £150.2m, due
to the additional 94 trading days, partly offset by an increase in
consumer marketing expenditure during the period.

Restructuring costs of £8.2m in the period were in line with the
Group’s expectations and relate to restructurings associated
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Operating and financial review

with the Knighton Foods Limited and Hovis Limited joint
ventures. Amortisation of intangible assets was £47.6m for the
financial period ended 4 April 2015 (year ended 31 December
2013: £43.8m). The Group expects the annual run rate for
intangible asset amortisation to be approximately £38-40m.

A loss on disposal of operations of £6.0m was recognised
on completion of the Knighton Foods Limited joint venture
transaction.

Net interest on pensions and administrative expenses was
£48.0m in the period (31 December 2013: £31.3m). This
increase reflects the additional days in the period and a
higher opening pension deficit valuation for the current period
£(603.3)m compared to the prior year £(466.8)m.

Finance costs
Net finance cost for the period ended 4 April 2015 was
£(81.9)m (year ended 31 December 2013: £(48.2)m).

During the period, the Group entered into a new set of
financing arrangements following the completion of its Capital
Refinancing Plan. Amortisation of debt issuance costs was
lower in the period £(4.3)m compared to the prior year £(6.4)m,
and is expected to be £4-5m per annum under the new
financing arrangements. Interest payable on the senior secured
notes was £32.3m in the period (31 December 2013: £nil),
while interest on the term facilities reduced from £17.4m to
£7.2m reflecting the repayment of the term facility as part of the
Capital Refinancing which completed in April 2014. Additionally,
the prior year benefited from a positive movement in the fair
valuation of interest rate derivatives of £11.6m.

Profit before taxation

The Group made a loss before tax of £(135.6)m for the period
ended 4 April 2015 compared to a prior year profit of £4.4m.
An Operating loss of £(44.1)m and net finance costs of
£(81.9)m as outlined above are the principal reasons for this
performance. Share of loss from associates was £(9.6)m,

of which £(8.9)m is due to the share of loss from the Hovis
Limited investment.

Taxation

A taxation credit of £42.9m is reported for the period (year
ended 31 December 2013: £51.1m charge), which largely
reflects the loss incurred in the period. The applicable rate of
corporation tax for the year was 21.4% (31 December 2013:
23.25%).

The Group’s net deferred tax asset as at 4 April 2015 was
£41.9m which includes tax benefits from future pension
deficit contributions and benefits from prior year losses.
Additionally, the Group has approximately £215m of brought
forward corporation tax losses which equates to £43.0m

of unrecognised deferred tax assets. In total, therefore, the
Group has £84.9m of recognised deferred tax assets and
unrecognised deferred tax assets which are available to offset
over £400m of taxable profits in future periods. These losses
can generally be carried forward indefinitely.

The corporation tax rate for 2015/16 is expected to be 20.0%.

Earnings per share

The Group reports a basic loss per share on continuing
operations for the period ended 4 April 2015 of (12.7 pence),
compared to a basic loss per share on continuing operations
of (12.8 pence). Earnings/(loss) per share is calculated by
dividing the earnings/(loss) attributed to ordinary shareholders
of £(92.7)m (31 December 2013: £(46.7)m) by the weighted
number of shares in issue during the period. The weighted
number of shares in the period reflects the issue of new
shares on 24 March 2014 and is adjusted for the relevant
bonus factor.

Adjusted earnings per share for continuing operations were
9.0 pence (31 December 2013: 17.0 pence). Adjusted
earnings per share on continuing operations has been
calculated by dividing the adjusted earnings (defined as
Trading profit less net regular interest and notional taxation)
attributed to ordinary shareholders of £65.9m

(31 December 2013: £62.2m) by the weighted number of
ordinary shares in issue during each period. These earnings
have been calculated by reflecting tax at a notional rate of
21.4% (31 December 2013: 23.25%). The weighted average
number of shares in issue for the period ended 4 April 2015
was 731.4m and for the year ended 31 December 2013
was 366.1m.

Cash flow and borrowings

Company net borrowings as at 4 April 2015 were £584.9m,
a decrease of £245.9m since 31 December 2013. The
cash inflow from operations to 4 April 2015 was £62.5m
(31 December 2013: £123.4m). This included a cash

inflow from continuing operations of £70.3m (31 December
2013: £108.7m inflow) and cash outflow from discontinued
operations of £(7.8)m (31 December 2013: £14.7m inflow).

Net cash interest paid was £59.1m in the period

(31 December 2013: £35.9m) which reflects the timing of
the bi-annual payments of the senior secured notes. The
purchase of property, plant and equipment was £34.1m in
the period; a significant proportion of which was due to the
addition of a new cake snack pack slices line at the Group’s
cake bakery in Barnsley, South Yorkshire.

The Group received £500.0m proceeds from the issue of

its senior secured fixed and floating notes and £353.4m
gross proceeds from the issue of new equity following the
completion of the Capital Refinancing Plan in 2014. These
proceeds were used to repay term facilities under the previous
financing arrangements of £679.5m. Financing fees and other
costs of finance amounted to £58.3m (31 December 2013:
£27.5m) which included fees associated with the raising of
new equity, issuing senior secured notes, new revolving credit
facilities, advisory fees and other fees arising from previous
re-financing arrangements.

Retirement benefit schemes

At 4 April 2015, the Company’s pension schemes under
the IAS 19 accounting valuation showed a gross deficit of
£(211.8)m, compared to £(603.3)m at 31 December 2013.
The valuation at 4 April 2015 comprised a £241.6m surplus
in respect of the RHM scheme and a deficit of £(453.4)m in
relation to the Premier Foods schemes.
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Further detail on the pension schemes is provided in the 2016. Future financial years will be prepared on a 52 week

Operating review on page 29 and in the notes to the financial ending basis and therefore the financial year end date will
statements on pages 115 to 120. > move by one day every year, or two in the case of a leap year.
Financial year end date Alastair Murray

- ) Chief Financial Officer
The Group has changed its financial year end from

31 December to early April. The next Full Year financial 18 May 2015
statements will be prepared for the 52 weeks ending 2 April

Quarterly Pro forma results for 52 weeks to 4 April 2015

To provide a basis for assessing the Company’s results in 2015/16 we have included a full breakdown of our results for the 52
weeks to 4 April 2015 below, on the same basis we will report going forward, namely, 13 week trading updates, a 26 week Half
Year and a 52 week Full Year.

52 weeks to 4 April 2015

Q1 Q2 H1 Q3 Q4 FY
£m (13 weeks) (13 weeks) (26 weeks) (13 weeks) (13 weeks) (52 weeks)
Grocery
Branded sales 112.4 112.6 225.0 160.1 123.4 508.5
Non-branded sales 11.3 10.3 21.6 11.3 10.3 43.2
Total sales 123.7 122.9 246.6 171.4 133.7 551.7
H
Divisional contribution - - 60.1 - - 145.2 &;
g
Sweet Treats g
Branded sales 39.9 415 81.4 50.0 43.8 175.2
Non-branded sales 5.4 6.3 11.7 23.4 5.4 40.5
Total sales 45.3 47.8 93.1 73.4 49.2 215.7
Divisional contribution - - 4.8 - - 18.0
Group
Branded sales 152.3 154.1 306.4 210.1 167.2 683.7
Non-branded sales 16.7 16.6 33.3 34.7 15.7 83.7
Total sales 169.0 170.7 339.7 244.8 182.9 767.4
Divisional contribution - - 64.9 - - 163.2
Group & corporate - - (18.2) - - (32.2)
Trading profit - - 46.7 - - 131.0
EBITDA - - 53.4 - - 144.9
Notes:
1. Divisional contribution, Trading profit and EBITDA will be reported at Half year and Preliminary results only.
2. The term divisional contribution refers to Gross Profit less selling, distribution and marketing expenses directly attributable to the relevant business unit.
3. Group & corporate costs refer to group and corporate expenses which are not directly attributable to a business unit and will be reported at total Group level.
4. Power Brands and support brands definitions to be removed.
5. New reported segments to be Grocery and Sweet Treats with branded sales, non-branded sales and divisional contribution disclosure.
6. International currently too small for separate disclosure and in line with accounting standards will be aggregated within Grocery.

Pension deficit contribution schedule
The table below (subject to final formal pension trustee approval) shows the phasing of previously agreed deficit contributions in
the context of the Company’s new financial calendar.

£m 2015/16 2016/17 2017/18 2018/19 2019/20
Deficit contributions 6 48 49 44 44
Administration costs + PPF levy 8-10 8-10 8-10 8-10 8-10
Total cash outflow 14-16 56-58 57-59 52-54 52-54
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