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NESTLE UK LTD.

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2014

BUSINESS REVIEW
The performance achieved during the penod 1s set out in the Profit and loss account on page 7

The results of the company show a pre-tax profit of £124,878,000 (2013 - £25,235,000) for the year and turnover
decreased year on year by 1 3% to £1,726,280,000 (2013 - £1,749,375,000)

The 2014 results include exceptional costs relating to the reorganisation/restructuring of the business of £5,035,000
(2013 - £2,295,000) See note 9 for further details

The company has net assets of £421,710,000 (2013 - net Liabthities of £220,500,000)
PRINCIPAL RISKS AND UNCERTAINTIES

The management of the business of the company and the execution of 1ts strategy are subject to a number of nsks and
uncertamnties, in¢luding a difficult economic environment, a strong competitive environment, currency fluctuations, further
trade consolidation, product tnnovation, employee retention and volatility in input costs

The directors of the company are aware of these risks and strategic decisions are made to manage these risks
appropriately These will include monitoring the performance of key brands, review of costs and the credit exposure to
customers The decision-making process and the assessment of business performance 1s supported by the experience of the
management team, regular sales volume and value data and monthly management accounts, sphit by business channel

The company has an exposure to the nsk of currency fluctuations This nisk 1s managed by the regular monmitoring of
fluctuations 1n key currencies and entering mto forward currency contracts to hedge future requirements as appropriate

The group mternal audit department monitors the operational risks of all parts of the business on a rotational/sample basis

and will recommend improvements to business processes and controls to assist in the mihigation of identified business
nsks

This report was approved by the board on 17 June 2015 and signed on 1ts behalf
s
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NESTLE UK LTD.

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2014

The directors present their report and the financial statements for the year ended 31 December 2014
PRINCIPAL ACTIVITIES

The company 1s the principal trading company for the businesses of Nestlé 8 A that are located within the United
Kingdom Nestlé § A 1s the world’s leading nutrition, health and wellness company

The company 1s principally engaged in the manufacture and sale of food and drinks and associated activities The
company continues its efforts to drive 1ts core Beverage, Confectionery, Nutrition, Food and Food Services businesses

The company has subsidiaries in the UK that are involved in the manufacture and sale of petfood, bottled water and
nutrition products and the distribution of coffee capsules, machines and other related products

The company has a subsidiary in Ireland that sells beverage, confectionery, petfood and water-related products The
subsidiary 1n Ireland has a subsidiary involved 1n providing nutrition products

RESULTS AND DIVIDENDS
The profit for the year, after taxation, amounted to £121,351,000 (2013 - £22,176,000)

The directors do not recommend payment of a dividend (2013 - £NIL)

DIRECTORS
The directors who served during the year were

F Kendrick

D Hix {appointed 1 July 2014)

M Seiler (appointed 6 October 2014)

E Legge (resigned 6 October 2014)

M Jones (resigned 1 August 2014)

M Stripe

M MecKenzie

B Paternot (resigned 1 February 2015)
N Stephens (appointed 1 February 2015)
P Hagmann

REGISTERED OFFICE

The company's registered office and principal trading address 1s

1 City Place
Gatwick
West Sussex
RH6 OPA
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NESTLE UK LTD

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2014

ENVIRONMENTAL MATTERS

The company seeks to develop business practices and behaviour, which meet the highest standards of responsibility
towards the environment The company sees conservation and development as mutually reinforcing each other in pursuit
of sustamable growth The company seeks to go beyond mere compliance with the law, which 1t willingly embraces, to
achieve, 1n particular, savings of energy and resources, and the reduction of waste and effluent 1n all its forms

FUTURE DEVELOPMENTS

The external environment 1s expected to remamn competitive and chatlenging m 2015 Higher commodity prices and other
costs will continue to put significant pressure on the company

The company has undertaken a multi-million pound investment programme, establishing the next generation of world
class competitive manufacturing facilities in the United Kingdom

EMPLOYEE INVOLVEMENT

Employees are recognised as key assets of the company and their quahity and motivation are essential for the company to
compete successfully in 1ts markets To help achieve corporate aims and objectives the company maintains and develops
formal and informal systems of commumcation with its employees to discuss matters of mutual interest Information on
matters of concern to employees 1s given through bulletins, meetings, reports and newsletters, and includes information to
enable them to gain awareness of financial and economic factors affecting the company

The company fully supports the rights of individuals to seek, obtain and hold employment without discrimination on the
grounds of race, colour, rehigion, origin, sex, sexual orientation, disability or martal status The company seeks to
provide a working environment free of any harassment or inimidation Policies relating to tramming, career development
and succession are applied equally to disabled and able bodied employees Employees who become disabled are retained,
where possible, through redeployment and retraining, to enable them to perform work identified as appropriate to their
aptitudes and abilities

QOccupational Health and Safety continued to receive the same high profile in 2014 with a commitment across all areas of
the business to sustain the continual improvement i performance Proactive preventative Occupational Health and Safety
systems auditing continues and demonstrates increasing performance and the development of plans to continue with
continual increase in performance

MATTERS COVERED IN THE STRATEGIC REPORT
The business review and principal risks and uncertamties for the company are now included in the Strategic report
DISCLOSURE OF INFORMATION TO AUDITOR

Each of the persons who are directors at the time when this Directors' report 1s approved has confirmed that

. so far as that director 1s aware, there 1s no relevant audit information of which the company's auditor 1s
unaware, and

. that director has taken all the steps that cught to have been taken as a director 1n order to be aware of any
relevant audit information and to establish that the company's auditor 1s aware of that information

Page 3




NESTLE UK LTD.

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2014

AUDITOR

Pursuant to section 487 of the Companies Act 2006 the auditor will be deemed to be reappointed and KPMG LLP will
therefore continue 1n office

This report was approved by the board on 17 June 2015 and signed on its behalf

S
M. Se:kr
Director
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NESTLE UK LTD.

DIRECTORS' RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2014

The directors are responsible for preparing the Strategic report, the Directors' report and the financial statements 1n
accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have elected to prepare the financial statements 1n accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law) Under company law the
directors must not approve the financial statements unless they are satisfied that they give a true and fair view of
the state of affairs of the company and the profit or loss of the company for that period In prepanng these financial
statements, the directors are required to

. select suitable accounting policies and then apply them consistently,
] make judgments and accounting estimates that are reasonable and prudent,
. state whether applicable UK Accounting Standards have been followed, subject to any material departures

disclosed and explained n the financial statements,

. prepare the financial statements on the going concern basis unless 1t 1s mappropriate to presume that the
company will continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company's transactions and disclose with reasonable accuracy at any tume the financial position of the company and
enable them to ensure that the financial statements comply with the Compames Act 2006 They are also responstble
for safeguarding the assets of the company and hence for taking reasonable steps for the prevention and detection
of fraud and other irregularittes
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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF NESTLE UK LTD. e

We have audited the financial statements of Nestlé UK Litd for the year ended 31 December 2014, set out on
pages 7to 29 The financial reporting framework that has been applied 1n their preparation 1s applicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

This report 1s made solely to the company's members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the company's members those matters
we are required to state to them in an Auditor's report and for no other purpose To the fullest extent permitted by law, we
do not accept or assume responsibility to anyone other than the company and the company's members as a body, for our
audit work, for this report, or for the opinions we have formed

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITOR

As explamed more fully tn the Directors' responsibilities statement, the directors are responsible for the preparation of the
financial statements and for being satisfied that they give a true and fair view Our responsibility 15 to audit and express an
opmnion on the financial statements 1n accordance with applicable law and International Standards on Auditing (UK and
Ireland} Those standards require us to comply with the Auditing Practices Board's Ethical Standards for Auditors
SCOPE OF THE AUDIT OF THE FINANCIAL STATEMENTS

A description of the scope of an audit of financial statements 1s provided on the Financial Reporting Council's website at
www frc org uk/auditscopeukprivate

OPINION ON FINANCIAL STATEMENTS

In our opimon the financial statements

. gwve a true and fair view of the state of the company's affairs as at 31 December 2014 and of 1ts profit for the year
then ended,

. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice, and

. have been prepared 1n accordance with the requirements of the Companies Act 2006

OPINION ON OTHER MATTER PRESCRIBED BY THE COMPANIES ACT 2006

In our opinion the information given n the Strategic report and the Directors' report for the financial year for which the
financial statements are prepared 15 consistent with the financial statements

MATTERS ON WHICH WE ARE REQUIRED TO REPORT BY EXCEPTION

We have nothing to report 1n respect of the following matters where the Companies Act 2006 requires us to report to you
if, 1n our opinion

. adequate accounting records have not been kept, or returns adequate for our audit have not been received from
branches not visited by us, or

. the financial statements are not 1n agreement with the accounting records and returns, or

. certain disclosures of directors' remuneration specified by law are not made, or

. we have not received all the information and explanations we require for our aud:t

Hugh Green (Senior statutory auditor)
for and on behalf of

KPMG LLP, Statutory Auditor
Chartered Accountants

15 Canada Square

London, E14 5GL

17 June 2015
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NESTLE UK LTD

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2014

2014 2013
Note £000 £000
TURNOVER 1,2 1,726,280 1,749,375
Cost of sales (1,325,471) (1,376,518)
GROSS PROFIT 400,809 372,857
Distribution costs (108,199) (111,881}
Adminstrative expenses (150,424) (135,647)
OPERATING PROFIT 3 142,186 125,329
[ncome from shares in group undertakings 84,443 -
[ncome from other participating interests 5,034 5,249
[nterest recervable and similar tncome 7 2,746 4,578
Interest payable and similar charges 8 {109,531) (109,921)
PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION 124,878 25,235
Tax on profit on ordinary activities 10 (3,527) (3,059

PROFIT FOR THE FINANCIAL YEAR 121,351 22,176

All amounts relate to continuing operations
The notes on pages 10 to 29 form part of these financial statements

There 1s no material difference between the result on ordinary activities before taxation and the result for the year as stated
above for the years 31 December 2014 and 31 December 2013 respectively and their historical cost equivalents




NESTLE UK LTD

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

FOR THE YEAR ENDED 31 DECEMBER 2014

PROFIT FOR THE FINANCIAL YEAR

Actuanal loss relating to penston and post retirement health schemes
Deferred tax attributable to actuarial loss

TOTAL RECOGNISED GAINS AND LOSSES RELATING TO
THE YEAR

2014 2013
£000 £000
121,351 22,176
(205) (1,060)

64 114
121,210 21,230

The notes on pages 10 to 29 form part of these financial statements

Page 8



NESTLE UK LTD.
REGISTERED NUMBER: 51491(CARDIFF) AND NF 00340 (BELFAST)
BALANCE SHEET
AS AT 31 DECEMBER 2014

2014 2013
Note £000 £000 £000 £000
FIXED ASSETS
Intangible assets I 38,367 39,380
Tangible assets 12 619,628 564,518
Investments 13 1,379,193 1,277,793
2,037,188 1,881,691
CURRENT ASSETS
Stocks 14 122,574 129,644
Debtors 15 501,560 626,517
Cash at bank 77,405 8,305
701,539 764,466
CREDITORS: amounts falling due within one
year 16 (1,270,601) (1,152,171)
NET CURRENT LIABILITIES (569,062) (387,705)
TOTAL ASSETS LESS CURRENT LIABILITIES 1,468,126 1,493,986
CREDPITORS: amounts falling due after more
than one year 17 (1,013,403) (1,689,141
PROVISIONS FOR LIABILITIES
Deferred tax 19 (7,433) (665)
Other provisions 20 (19,235) (19,558)
(26,668) (20,223)
NET ASSETS/(LIABILITIES) EXCLUDING
PENSION SCHEME LIABILITY 428,055 (215,378)
Defined benefit pension scheme hability 26 (6,345) (5,122)
NET ASSETS/(LIABILITIES) INCLUDING
PENSION SCHEME LIABILITY 421,710 (220,500)
CAPITAL AND RESERVES
Called up share capnal 21 130,000 130,000
Share premium account 22 211,446 211,446
Profit and loss account 22 80,264 (561,946}
SHAREHOLDERS' FUNDS/(DEFICIT) 23 421,710

(220,500)

The financial statements were approved and authonsed for 1ssue by the board and were signed on 11s behalf on 17 June

2015

M Seiler
Director

’Er_‘sgﬁ

The notes on pages 10 to 29 form part of these financial statements
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1.

NESTLE UK LTD

NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 31 DECEMBER 2014

ACCOUNTING POLICIES

1.1

12

1.3

1.4

The following principal accounting policies have been applied consistently in dealing with items which are
considered material in relation to the financial statements

Basis of preparation of financial statements

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

The company 1s wself a subsidiary company and 1s exempt from the requirement to prepare group accounts by
virtue of section 401 of the Compantes Act 2006 These financial statements therefore present information
about the company as an individual undertaking and not about its group The company's ultimate parent,
Nestlé S A, incorporated in Switzerland, prepares consclidated financial statements that are publically
available - see note 30

Going concern

The company’s business activities, together with the factors likely to affect its future development, perfoermance
and posttion, are set out in the Strategic report and the Directors’ report on pages 1 to 4

The company 15 expected to continue to generate positive cash flows on its own account for the foreseeable
future The company participates tn the group’s centralised treasury arrangements and so shares banking
arrangements with 1ts parent and fellow subsidiaries

The company has net current habihities of £569,062,000 including amounts owed to parent undertakings
of £754,0600,000 Nestle Holdings (UK ) PLC, the parent company of Nestle UK Ltd, has provided the
company with an undertaking that for at least twelve months from the date of approval of these financial
statements, 1t will continue to provide financial and other support to enable the company to continue 1
operational existence for the foreseeable future and that repayment of the above loans will not be sought 1f it
would impede the company’s ability to meet 1ts obligations to third parties and operate as a going concern

The directors, having assessed the responses of the directors of the company’s parent Nestlé Holdings (UK)
PLC to their enquiries have no reason to believe that a matenal uncertainty exists that may cast significant
doubt about the ability of the company to continue as a going concern or its ability to continue with the current
banking arrangements

On the basis of their assessment of the company’s financal position and of the enquiries made to the directors
of Nestté Holdings (U K ) PLC, the company’s directors have a reasonable expectation that the company will
be able to continue in operational existence for the foreseeable future Thus they continue to adopt the going
concern basis of accounting in preparing the annual financial statements

Cash flow

The company, being a subsidiary undertaking where 90% or more of the voting rights are controiled within the
Nestle SA Group whose consolidated financial statements are publicly available, 1s exempt from the
requirement to draw up a cash flow statement 1n accordance with FRS 1

Turnover

Turnover comprises revenue recogmsed by the company in respect of goods and services supplied duning the
year It 1s measured at the list price applicable to the given distribution channel after deduction of returns, sales

taxes, pricing allowances, other trade discounts and price promotions to customers

The risks and rewards are transferred on delivery
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NESTLE UK LTD.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

ACCOUNTING POLICIES (continued)

15

1.6

1.7

1.8

1.9

Intangible fixed assets and amortisation
Goodwill -

Purchased goodwill arising in respect of acquisitions before | January 1999 was writen off to reserves in the
year of acquisition A movement between distributable profits and goodwill representing an amortisation
charge over 40 years 15 reconciled in note 22 When a subsequent disposal occurs, any related goodwill
previously written off to reserves 1s written back through the Profit and loss account as part of the profit or loss
on disposal Other purchased goodwll 1s eliminated by amortisation through the Profit and loss account over
its useful economic hfe of 40 years

Tangible fixed assets and depreciation
Tangible fixed assets are stated at cost less depreciation Depreciation 1s provided at rates calculated to write

off the cost of fixed assets, less their estimated residual value, over their expected useful hives on the following
bases

Freehold property - 2% - 4%
L/Term Leaschold property - 4%

Plant & machinery - 6 66% - 33 33%
System development costs - 20%

Depreciation is calculated on a straight line basis for each asset class

Provision for the impairment of fixed assets 1s made where appropnate

Investments

Investments held as fixed assets are shown at cost less provision for impairment

Leasing and hire purchase

Assets obtained under hire purchase contracts and finance leases are capitalised as tangible fixed assets Assets
acquired by finance lease are depreciated over the shorter of the lease term and their useful lives Assets
acquired by hire purchase are depreciated over their useful lives Finance leases are those where substantially
all of the benefits and risks of ownership are assumed by the company Obhgations under such agreements are
included n creditors net of the finance charge allocated to future periods The finance element of the rental
payment 1s charged to the Profit and loss account 50 as to produce a constant periodic rate of charge on the net
obligation outstanding in each pentod

Operating leases

Rentals under operating leases are charged ta the Profit and loss account on a straight line basts over the lease
term

Benefits received and receivable as an incentive to sign an operating lease are recognised on a straight hine
basis over the period until the date the rent 15 expected to be adjusted to the prevailing market rate

1 10 Stocks and work n progress

Stocks and work b progress are valued at the lower of cost and net realisable value after making due
allowance for obsolete and slow-moving stocks Cost includes all direct costs and an appropriate proportion of
fixed and variable overheads
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NESTLE UK LTD.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

ACCOUNTING POLICIES (continued)

1.11

1.12

1.13

1.14

Foreign currencies

Monetary assets and liabihties denominated in foreign currencies are translated into sterling at rates of
exchange ruling at the balance sheet date

Transactions in foreign currencies are translated into sterling at the rate ruling on the date of the transaction or
at the average rate for the period

Exchange gains and losses are recognised in the Profit and loss account

Pensions

The company participates in the Nestle UK Pension Fund which 1s a defined benefit scheme and provides
benefits based on career averaged penssonable pay The assets of the scheme are held separately from those of
the company

The company s unable to identify its share of the underlying assets and lhabilies of the scheme on a
consistent and reasonable basis and therefore, as required by FRS 17 “Retirement benefits”, accounts for the
scheme as if 1t were a defined contribution scheme As a result, the amount charged to the Profit and loss

account represents the contributions paid to the scheme m respect of the accounting period

The company also operates a defined contribution pension scheme and the pension charge represents the
amounts payable by the company to the fund in respect of the year

For additional information regarding the Nestle UK Pension Fund please refer to note 26

The company also operates an unfunded pension scheme and a closed post retirement medical scheme
providing benefits based on caareer averaged pensionable pay

Pension scheme liabihities are measured using a projected umit method and discounted at the current rate of
return on a high qualty corporate bond of equivalent term and currency to the Labiliy

The scheme surplus, to the extent that it 1s recoverable, or deficit 1s recogrused in full The movement in the
scheme surplus/deficit 1s split between operating charges, finance items and, in the statement of total
recognised gains and losses, actuanal gains and losses

Further disclosure relating to the unfunded pension and post retirement medical schemes 1s given 1n note 26

Equity compensation plans

The company has equity-settled share-based payments transactions The share-based transactions are settled
with shares or with reference to shares of Nestle S A and not Nestlé UK Ltd

Equity-settled share-based transactions are recognised 1n the Profit and loss account over the vesting period
They are fair valued at grant date and measured using generally accepted pricing models The cost of equity-
settled share-based payment transactions 15 adjusted annually by the expectations of vesting, for the forfertures
of the participants’ rights that no longer satisfy the plan conditions as well as for early vesting

Amounts recharged by the parent are recognised as a Liability with a corresponding debit to the Profit and loss
account

Raw Materials Future Contracts

The futures market 1s used in order to stabilise the long term price of major raw materials  Profits and losses
related to futures contracts are taken 1n the period in which the related raw material (s physically used
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NESTLE UK LTD.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

ACCOUNTING POLICIES (continued)

1.15 Related Party Transactions

As the company 1s a wholly owned subsidiary of Nestle Holdings (U K ) PLC, which 1s itself a wholly owned
subsidiary of Nestle S A, the company has taken advantage of the exemption contamned in FRS 8 Related
Party Disclosures and has therefore not disclosed transactions or balances with entities which form part of the
Nestle S A group (or investees of the Nestlé S A group qualifying as related parties)

1.16 Dividends

Dhvidends are only recognised as a liability at the balance sheet date to the extent that they are declared prior
to the year end Unpaid dividends that do not meet these critena are disclosed 1 the notes to the financial
statements

1.17 Taxation

The charge for taxation 15 based on the profit for the year and takes into account taxation deferred because of
timing differences between the treatment of certain tems for taxation and accounting purposes

Deferred tax 1s recogmised, without discounting, in respect of all iming differences between the treatment of
certain items for taxation and accounting purposes which have arisen but not reversed by the balance sheet
date, except as otherwise required by FRS 19

A net deferred tax asset 1s recogmsed only if it can be regarded as more likely than not that there will be
surtable taxable profits from which the future reversal of the underlying timing differences can be deducted

Deferred tax assets and hiabihties are calculated at the tax rates expected to be effective at the time the timing
differences are expected to reverse

TURNOYER

A geographical analysis of turnover 1s as follows

2013

2014 Restated

£000 £000

United Kingdom 1,348,920 1,364,865
Rest of European Union 286,790 307,794
Rest of world 90,570 76,716
1,726,280 1,749,375

All turnover and profits before tax are denived from the sale of food, beverage and nutrition products

The 2013 analysis has been restated due to a re-assessment of sales between the UK and the European Union
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NESTLE UK LTD.

NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 31 DECEMBER 2014

OPERATING PROFIT

The operating profit is stated after charging/(crediting)

2014 2013
£000 £000
Amortisation - intangible fixed assets 1,013 700
Depreciation of tangible fixed assets
- owned and held under finance leases 46,239 40,614
{Reversal of impairment)/tmpairment of fixed assets (241) 3,146
Ogperating lease rentals
- plant and machinery 1,957 2,119
Other hire charges including operating leases 735 657
(ProfitYloss on disposal of fixed assets (29,558) 950
Dhirectors' salanes 3,098 2,820
AUDITOR'S REMUNERATION
2014 2013
£000 £000
Fees payable to the company's auditor and its associates for the audit of
the company's annual accounts 308 416
Fees payable to the company's auditor and 1ts asscciates 1n respect of
All other non-audit services not included above 253 -
STAFF COSTS
Staff costs, including directors' remuneration, were as follows
2014 2013
£000 £000
Wages and salaries 213,954 204,418
Social security costs 22,324 21,592
Other pension costs (Note 26) 113,302 92,313
Share-based payments 2,543 2,480
352,123 320,803

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

2014 2013

No. No

Production 3,397 3,365
Administration, distribution and sales 1,657 1,699
5,054 5,064
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NESTLE UK LTD.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014
DIRECTORS' REMUNERATION

Pension contributions payable by the company were £255,191 (2013 - £140,180) The number of directors
accruing retirement benefits at 31 December 2014 was 7 (2013 - 7)

2014 2013
£000 £000
Remuneration 3,098 2,820

The highest paid director received remuneration of £776,170 (2013 - £610,940)
At 31 December 2014 the highest paid director had accrued pension benefits of £213,238 (2013 £202,087)
Dunng 2014 8 directors received shares granted by Nestlé S A (2013 - 7 directors)

The highest paid director recerved 5,760 shares awarded by Nestle S A (2013 - 5,440) under a long term incentive
scheme

INTEREST RECEIVABLE

2014 2013
£000 £000
Interest receivable from group companies - 773
Interest on group cash pooling arrangement 1,394 1,687
Interest due from associate undertakings 1,304 2,066
Other interest receivable 48 52
2,746 4,578

INTEREST PAYABLE
2014 2013
£000 £000
On bank loans and overdrafts 1 2
Pension guarantee fee 6,134 4,000
On finance leases and hire purchase contracts 989 1,154
Interest on group cash pooling arrangement 229 207
On loans from group undertakings 102,178 104,558

109,531 109,521
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NESTLE UK LTD.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

EXCEPTIONAL COSTS

The exceptional costs detailed below are included in the appropriate expense headings in the Profit and loss

account before operating profit on page 7

Factory/divisional re-organisation

Factory/divisional re-organisation

2014 2014 2014

£000 £000 £000

Cost of Sales  Administrative Total
Expenses

4,651 184 5,035

2013 2013 2013

£000 £000 £000

Cost of Sales Administrative Total
Expenses

9 2,286 2,295

All exceptional costs charged to Profit and loss account 1n 2014 relate to business restructuring and re-organisation

projects during the year

TAXATION

Analysis of tax credit in the year
Current tax (see note below)

UK corporation tax credit on profit for the year
Adjustments in respect of prior periods

Total current tax

Deferred tax

Onigination and reversal of timing differences
Effect of decreased tax rate

Relating to prior years

Write-off of transfer from affiliated company

Total deferred tax (see note 19)

Tax on profit on ordinary activities

2014 2013
£000 £000
(4,342) (3,330)
312 (689)
(4,030) (4,019)
6,475 14,198
(372) 61
424 (7.181)
1,030 .
7,557 7,078
3,527 3,059
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NESTLE UK LTD.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

TAXATION (continued)

Factors affecting tax charge for the year

The tax assessed for the year 1s lower than (2013 - lower than) the standard rate of corporation tax in the UK of

21 5% (2013 - 23 25%) The differences are explained below

2014 2013
£000 £000
Profit on ordinary activities before tax 124,878 25,235
Profit on crdinary activities multiphied by standard rate of corporation
tax in the UK of 21 5% (2013 - 23 25%) 26,849 5,867
Effects of.
Expenses not deductible for tax purposes, other than goodwll
amortisation and impairment 1,313 5,001
Capatal allowances for year in excess of depreciation (5,330) (7,264)
Adjustments to tax charge 1n respect of prior periods 312 (689)
Non-taxable income (26,029) -
Excess of partnership profits over distributions received 1,593 1,006
Movement in charges deductible on a paid basis (934) (7.254)
Other differences leading to a decrease in the tax charge {1,804) (686)
Current tax eredit for the year (see note above) (4,030) (4,019)
INTANGIBLE FIXED ASSETS
Goodwill
£000
Cost
At 1 January 2014 and 31 December 2014 40,557
Amortisation
At 1 January 2014 1,177
Charge for the year 1,013
At 31 December 2014 2,19¢
Net book value
At 31 December 2014 38,367
At 31 December 2013 39,380
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NESTLE UK LTD

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

TANGIBLE FIXED ASSETS

L/Term Systems
Freehold Leasehold Plant & Development Payments
Property Property Machinery Costs On Account Total
£000 £000 £000 £000 £000 £000

Cost
At 1 January 2014 281,108 15,184 957,091 55,451 88 1,308,919
Additions 27,169 - 94,189 - 904 122,262
Disposals (42,576) - (124,749) - - (167,325)
Asset reclassification 570 - (482) - (88) -
At 31 December 2014 266,268 15,184 926,049 55,451 904 1,263,856
Depreciation
At 1 January 2014 105,587 7,592 575,771 55,451 - 744,401
Charge for the year 6,156 1,519 38,564 - - 46,239
On disposals (23,832) - (122,339) - - (146,171)
Transfer between classes 2,774) - 2,774 - - -
Impairment release - - (241) - - 24D
At 31 December 2014 85,137 9,111 494,529 55,451 - 644,228
Net book value
At 31 December 2014 181,131 6,073 431,520 - 904 619,628
At 31 December 2013 175,518 7,592 381,320 - 88 564,518

Included in the net book value of land and buildings 1s £6,073,000 (2013 - £7,592,000) :n respect of assets held
under finance leases Depreciation for the year on these assets was £1,519,000 (2013 - £1,518,000)

FIXED ASSET INVESTMENTS

Investments
in subsidiary
comparues
£000

Cost or valuation
At 1 January 2014 1,277,793
Additions 101,400
At 31 December 2014 1,379,193

Net book value

At 31 December 2014 1,379,193
At 31 December 2013 1,277,793
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NESTLE UK LTD.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

FIXED ASSET INVESTMENTS (continued)

Subsidiary undertakings
The following were subsidiary undertakings of the company

Name
Nestlé Purina Petcare UK Limited

Nestle Waters UK Limited

Nestle {Ireland) Limited

PNutr: UK Limited

Raw Products Limited

Nestle UK Pension Reservoir Trust Limited
Nestle UK Pension Trust Limited

Nespresso UK Ltd
Vitaflo (International) Limited

Principal Activities

Manufacture and sale of petfood

Manufacture and sale of bottled
water

Sale of food and drink products

Sale of nutrition products

Dormant

Non-trading company

Non-trading company

Sale of coffee capsules and related
products

Sale of chimical nutritional products

Holding
100%

100%
100%
100 %
100 %
100 %
100%

100%
100 %

Nestle (Ireland) Limited 15 incorporated in the Republic of Ireland All other subsidiaries are incorporated tn the

Umnited Kingdom

The company acquired 100% of the share capital of Vitaflo (International) Limited on 10 Apnl 2014 for a

consideration of £51,400,000

The company also acquired 100% of the share capital of Nespresso UK Lid on 17 December 2014 for a

consideration of £50,000,000

STOCKS

Raw materials
Work 1n progress
Finished goods and goods for resale

DEBTORS

Trade debtors

Amounts owed by group undertakings

Amounts owed by undertakings in which the company has a
participating interest

Corporation tax receivable

Other debtors

Prepayments and accrued income

2014 2013
£000 £000
15,502 17,189
30,660 24,041
76,412 88,414
122,574 129,644
2014 2013
£000 £000
222,430 213,354
187,720 220,298
15,080 71,552
2,871 5,115
60,643 102,547
12,816 13,651
501,560 626,517

Amounts owed by group undertakings include £140,342,000 (2013 - £149,690,000) representing cash transferred
to subsidiary undertakings as part of the group cash pooling arrangement which can be recovered on request
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NESTLE UK LTD.

NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 31 DECEMBER 2014

CREDITORS.
Amounts falhng due within one year
2014 2013
£000 £000
Bank loans and overdrafis 425 1,601
Net obligations under finance leases and hire purchase contracts 2,138 1,930
Trade creditors 213,281 225,002
Amounts owed to group undertakings 902,589 774,585
Amounts owed to associates 14,533 17,783
Other creditors 11,996 2,823
Accruals and deferred income 125,639 128,477
1,270,601 1,152,171
Amounts owed to group undertakings at 31 December 2014 included the following unsecured loans
(2013 - £650,000,000)
Settlement date Interest rate £000
22 April 2015 3 months USD Libor rate plus 80 basis points 57,850
30 June 2015 6 month Libor rate plus 350 basis points 129,000
30 September 2015 6 month Libor rate plus 389 basis points 200,000
17 December 2015 6 month Libor rate plus 347 basis points 425,000

Amounts owed to group undertakings include £22,781,000 (2013 - £67,923,000) representing cash transferred
from subsidiary undertakings as part of the group cash pooling arrangement which can be repaid on request

Included 1n other creditors 1s an accrual of £806,000 (2013 - £1,000,000} in respect of the long term sickness and

disability scheme run by the group

CREDITORS-
Amounts faling due after more than one year
2014 2013
£000 £000
Net obligations under finance leases and hire purchase contracts 7,566 9,704
Amounts owed to group undertakings 1,005,837 1,679,437
1,013,403 1,689,141

Page 20




17

18.

NESTLE UK LTD.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

CREDITORS:
Amounts falling due after more than one year {(continued}

Obligations under finance leases and hire purchase contracts, included above, are payable as follows

2014 2013
£000 £000
Between one and five years 7,566 9,704
Amounts owed to group undertakings at 31 December 2014 included the following unsecured loans
(2013 - £1,679,437,000)
Settlement Date Interest rate £000
22 July 2016 3 month Libor rate plus 315 basis points 150,000
30 November 2022 6 month Libor rate plus 350 basis points 804,437
Mid-Apnl 2017 3 month Libor rate plus 235 basis points 51,400

EQUITY COMPENSATION PLANS

Certain employees are ehgible to recerve long-term incentives in the form of equity compensation plans Each unit

granted gives the right to one Nestlé S A share

Equity compensation plans are settled cither by remuttance of Nestlé § A shares (accounted for as equity-settied
share-based payment transactions) or by the payment of an equivalent amount 1n ¢ash (accounted for as cash-
settled share-based payment transactions) As the shares are 1n Nestlé § A and not Nestlé UK Limited, all charges
for equity compensation plans are accrued in creditors due within one year and the share value 1s subsequently

involced to Nestlé UK Limited by Nestlé S A

2014 2013

£000 £000

Equity-settled share-based payment costs 2,543 2,480
Cash-settled share-based payment costs - -
2,480

Total share-based payment costs 2,543
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NESTLE UK LTD.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

EQUITY COMPENSATION PLANS (continued)

Restricted Stock Unit Plan (RSUP})

Members of Senior Management are awarded Restricted Stock Units (RSU) that entitle participants to receive
freely disposable Nestle S A shares (accounted for as equity-settled share-based payment transactions) or an
equivalent amount 1n cash (accounted for as cash-settled share-based payment transactions) at the end of a three-
year restriction period subject to service conditions There were no RSU granted in 2014

Number of RSU 1n units 2014 2013

No. No
Outstanding at 1 January 190,785 172,395
Granted - 62,245
Settled and transfers in from, or (out to} other Group companies (78,370) {43,360)
Forfeited (3,120) (495)
Qutstanding at 31 December 109,295 190,785

The fair value of equity-settled RSU 1s determined on the basis of the market price of Nestlé S A shares at grant
date, discounted at a risk-free interest rate and adjusted for the dividends that participants are not entitled to receive
during the restricted period of three years There were no equity-settled RSU granted in 2014 (the weighted
average fair value of the equity-settied RSU granted 1n 2013 was CHF 58 58)

For cash-settled outstanding RSU, the liabality 15 re-measured at each reporting date based on subsequent changes
in the market price of Nestle S A shares The average fair value of the cash-settled RSU outstanding at 31
December 2014 1s CHF 70 74 (2013 - CHF 63 36)

The weighted average share price of RSU settled during the peniod was CHF 66 45 (2013 - CHF 65 20)
Performance Share Unit Plan (PSUP)

As from 2014, members of Semior Management are awarded Performance Share Units {PSU) that enutle
participants to receive freely disposable Nestle S A shares (accounted for as equity-settled share-based payment
transactions) or an equivalent amount tn cash (accounted for as cash-settled share-based payment transactions) at
the end of a three year restriction period

Upon vesting, the number of shares to be delivered will range from 0% to 200% of the imtial grant and be
determined by the degree by which the performance measures of the PSUP have been met These measures are the
relative Total Shareholder Return of the Nestle S A share in relation to the STOXX Global 1800 Foed &
Beverage Net Return Index, and the growth of the underlying earnings per share in constant currencies Each of the
two measures has equal weighting in determining the vesting level of the imual PSU award

Number of PSU 1n units 2014 2013

No. No
Qutstanding at 1 January - -
Granted 63,990 -
Settled and transfers in from, or {out to) other Group companies (7,100) .
Forfeited (875) -
Qutstanding at 31 December 56,015 -
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NESTLE UK LTD.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

EQUITY COMPENSATION PLANS (continued)

The farr value of the equity-settled PSU is determined using a valuation model which reflects the probability of
overachievement or underachievement on the Total Shareholder Return measure, which 1s a market condition, and
based on five-year historical data The other inputs incorporated into the valuation model comprise the market
price of Nestle S A shares at grant date, discounted at a risk-free interest rate and adjusted for the dividends that
participants are not entitled to recerve during the restricted period of three years The weighted average fair value
of the equity-settied PSU granted 1n 2014 1s CHF 63 70

For cash-settled outstanding PSU, the habulity 1s re-measured at each reporting date based on subsequent changes

in the market price of Nestlé S A shares The average far value of the cash-settled PSU outstanding at 31
December 2014 1s CHF 74 28

DEFERRED TAXATION

The movements 1n deferred tax during the year were as follows

2014 2013

£000 £000
At beginning of year 665 (6,371)
Charge for year (P&L) 7,557 7,078
Other movements (789 (42)
At end of year 7,433 665

2014 2013

Other movements comprise the following £000 £000
Transfer of deferred tax asset from affiliated company (1,030) -
Transfer to deferred tax asset refating to pension hiability 308 72
Movement to STRGL (64) (114)
Total of other movements (78%) {42)
The provision for deferred taxation 1s made up as follows

2014 2013

£000 £000
Accelerated capital allowances 15,828 10,807
Unremutted earnings of joint venture (2,599) (938)
Movement in general provisions (4,198) (6,653)
Movement in charges deductible on a paid basis (1,599 (2,554)
Other timing differences 1 3

7,433 665

In addition to the deferred tax habulity above a £1,586,000 (2013 - £1,281,000) asset has been recognised relating
to the unfunded pension hability For additional information refer to note 26 (b)

The main rate of UK corporation tax reduced from 24% to 23% with effect from 1 April 2013 Legislaucn to
further reduce the mam rate of corporation tax from 23% to 21% with effect from | Apnl 2014 and a further
reduction to 20% from 1 April 2015 was included 1n the Fimance Act 2013 These tax changes became
substantively enacted on 2 July 2013 and therefore the effect of the rate reduction on the deferred tax balances as
at 31 December 2013 and December 2014 has been included (n the figures above
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NESTLE UK LTD.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

PROVISIONS
Post
Retirement Factory/Division Business
Benefits Reorganisation Restructuning Total
£000 £000 £000 £000
At 1 January 2014 3,280 12,627 3,651 19,558
Additions 135 5,857 825 6,817
Amounts used (263) (2,867) (2,269) (5,399)
Amounts reversed - (1,200) (441) (1,647
Actuanial gain (%4) - - (94)

At 31 December 2014 3,058 14,411 1,766 19,235

Post Retirement Benefits
The post retirement benefits provision relates to post retirement medical benefits of a closed scheme (see note 26)
Factory/Division Reorganisation

At 31 December 2013 there was a provision of £320,000 remaining in respect of the closure of the Castleford
factory During the year £114,000 was uulised and £206,000 credited to the Profit and loss account, resulting 1n a
provision at 31 December 2014 of £nil

At 31 December 2013 there was a provision of £12,181,000 remaining in respect of the restructuring of the Hayes
site During 2014 £2,612,000 was utilised and an additional £4,842,000 was charged to the Profit and Loss
account, resulting provision of £14,411,000 remaining at 31 December 2014 The expectation 15 that that the bulk
of the remaining provision wili be utilised during 2015

Business Restructuring

Provisions n respect of business restructuring totalled £3,651,000 at 31 December 2013 Durmg 2014 an
additional £384,000 was charged to the Profit and Loss account £2,269,000 was utilised durimng the year which
resulted m provisions outstandmg at 31 December 2014 of 1,766,000 It 15 expected that these wiil be utihised n
full during 2015

SHARE CAPITAL
2014 2013
£000 £000
Allotted, called up and fully paid
260,000,000 Ordinary shares of £0 50 each 130,000 130,000
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NESTLE UK LTD

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

RESERVES
Share
Premium Profit and
Account Loss Account
£000 £000
At 1 January 2014 211,446 {561,946)
Profit for the financial year - 121,351
Pension reserve movement - (141)
Loan waived by parent undertaking - 521,000

At 31 December 2014 211,446 80,264

The immediate parent of the company, Nestle Holdings (U K ) PLC, watved a loan of £521,000,000 on 12
December 2014

The Profit and loss account reserve includes amounts relating to goodwill written off The total Profit and loss
account 15 analysed as follows

Distnibutable Goodwill
Profit/{loss) (Unrealised) Total
£000 £000 £000
At | January 2014 (64,113} (497,833) (561,946)
Total recognised profit for year 121,210 - 121,210
Loan waived by parent undertaking 521,000 - 521,000
Goodwill amortised (27,657) 27,657 -

At 31 December 2014 550,440 (470,176) 80,264

The cumulative amount of goodwill resulting from acquisitions prior to 1 January 1999 which has been written off
against distributable reserves at 31 December 2014 15 £636,114,000 (2013 £608,457,000)

RECONCILIATION OF MOVEMENT IN SHAREHOLDERS' FUNDS

2014 2013

£000 £000
Opening shareholders' deficit (220,500) (241,730)
Profit for the financial year 121,351 22,176
Other recognised gains and losses during the year (141) (946}
Loan waived by parent undertaking 521,000 -
Closing sharcholders' funds/{deficit) 421,710 (220,500)

CONTINGENT LIABILITIES

At 31 December 2014 the company had provided indemmties given 1n the normal course of business totalling
£2,480,000 (2013 - £3,015,000)

The company participates i a Jomt venture (see note 28) Under the terms of the partnership agreement the
company acts a guarantor for its share of the partnership pension scheme deficit At 31 December 2014 the deficit
amounted to £25,083,000 (2013 - £20,589,000)
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

CAPITAL COMMITMENTS

At 31 December 2014 the company had capital commitments as follows

Contracted for but not provided 1n these financial statements

Other Financial Commitments - Forward contracts

Raw matenals
Foreign currency

Total

2014 2013
£000 £000
5,420 27,740
2014 2013
£000 £000
68,916 47,758
1,510 4,600
70,426 52,358
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NESTLE UK LTD.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

PENSION COMMITMENTS
{a) Nestle UK Pension Fund

Nestle UK Ltd participates 1n the Nestle UK Pension Fund, which includes a defined benefit section and a defined
coniribution section Nestlé UK Ltd made contributions totalling £113,302,000 to the fund during 2014 (2013 -
£92,313,000)

Nestle UK Ltd 1s unable to 1dentify 1ts share of the underlying assets and habilities of the Fund, as each employer
1s exposed to actuarial risks associated with the current and former employees of other entities participating 1n the
Fund Contributions to the scheme have therefore been accounted for as if it were a defined contribution scheme
An updated valuation of the whole fund was prepared at 31 December 2014 by an independant qualified actuary
for the purposes of FRS 17 At that date the liabilities exceeded the assets by £637,475,000 (2013 - £574,701,000)

(b) Other personnel obligations

The company has the following pension hability in respect of the unfunded pension fund

2014 2013
£000 £000
Pension hability 7,931 6,403
Deferred tax {(Note 19) (1,586) (1,231)

6,345 5,122

The following table sets out the key FRS 17 assumptions used for the scheme

Assumptions and expected returns 2014 2013
Price inflation 3.1%pa 3 3%pa
Discount rate 3.9%pa 4 3%pa
Pension increases 3.0%pa 3 1%pa
Medical expense inflation 5 6% pa 5 8%pa
Salary growth 3.1%pa 3 3%pa
Life expectancy for a male aged 65 21.8 years 21 7 years
The amounts recognised i the Profit and loss account under FRS 17 are as follows

2014 2013

£000 £000
Current service cost 542 310
Past service cost 631 330
Interest cost 271 225

Total expense in Profit and loss account 1,444 865

The current service cost, past service cost and interest cost compenents are reported 1n operating profit

(c) Post retirement benefits

The company provides certain post-retirement benefits, manly healtheare, to 131 (2013 - 136) pensioned former
employees The plan 1s unfunded and the hability in respect of these benefits 15 assessed by a qualified

independent actuary on a bi-annual basis and included in provisions {note 20)

The gross hability reported 15 £3,058,000 and 15 disclosed within “Provisions for Liabilities and charges” in the
balance sheet



26.

NESTLE UK LTD,

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

PENSION COMMITMENTS (continued)

(¢) Post retirement benefits (continued)

The following table sets out the key FRS17 assumptions used for the scheme

Assumptions and expected returns
Price inflation

Discount rate

Pension increase

Medical expense inflation

Salary growth

Life expectancy for a male aged 65

The amounts recognised in the Profit and loss account under FRS 17 are as follows

Interest cost

Total expense 1n profit and loss account

Interest cost 1s reported 1n operating profit

2014 2013
3.1% pa 33%pa
3.9% pa 4 3% pa
3 0% pa 31%pa
5.6% pa 58%pa
3.1% pa 3 3%pa

21 8§ years 21 7 years
2014 2013
£000 £000

135 122

135 122

Assumed medical expense inflation has an effect on the amounts reported for the Post Retirement Medical Scheme
A one percentage point change m assumed medical expense inflation would have the following effects on the

company’s Post Retirement Scheme

One
Percentage
Point
Increase
2014
£000
Increase/(Decrease)
Effect on year end defined benefit obligation 265
Effect on aggregate of current service and
interest cost 13

(d) Long term sickness and disability scheme

One

Percentage

Point

Decrease

2013 2014
£000 £000
295 (234)
13 (1

2013
£000

(258)

(1

The company also has a Long Term Sickness and Disability Scheme which 1s outside the scope of FRS 17 The
reserve in respect of any habilities 1s assessed by a qualified, independent actuary, s accounted for with reference
to FRS 12 and 1s included in creditors amounts falling due within one year (note 16)

The following table sets out the key assumptions used for the scheme
Assumptions and expected returns
Price inflation
Discount rate

2014
31% pa
3.9% pa

2013
313%pa
4 3% pa
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NESTLE UK LTD,

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

OPERATING LEASE COMMITMENTS

At 31 December 2014 the company had annual commitments under non-cancellable operating leases as follows

L:and and Buildings

2014 2013
£000 £000
Operating lease which expire;
Afiter more than § years 2,618 2,615

PARTICIPATING INTEREST IN JOINT VENTURE

The company has a 50% participating interest in Cereal Partners UK The other 50% 1s owned by General Mills
Canada Holding Three Corporation A share of any taxation charge or credit relating to the results of the
investment 1s borne directly by the company The value of the mvestment held in the Balance sheet of the
company 1s £l

RELATED PARTY TRANSACTIONS

The company pays for certain costs on behalf of the Nestlé UK Pension Fund (“NUKPF™), Cereal Partners Pension
Fund and Nestle Europe Pension Fund These pension funds reimburse the company with the cost of these
expenses For the year ended 31 December 2014 the total expenses remmbursed amounted to £13,066,757 (2013 -
7,416,015) Of this figure £1,560,137 (2013 - £1,478,602) relates to salaries and other benefits of the staff and
£11,506,620 (2013 - £5,937,413) to other admunistrative costs

ULTIMATE PARENT UNDERTAKING AND CONTROLLING PARTY

Nestle Holdings (U K ) PLC, which 1s registered in England and Wales, 15 the company's tmmediate parent
company and the holding company for other Nestlé 8 A group companies based 1n the UK

The ultimate holding company 1s Nestlé § A, CH-1800 Vevey, Switzerland, from whom copies of theiwr group
accounts can be cbtained
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CEREAL PARTNERS UK

STRATEGIC REFORT
FOR THE YEAR ENDED 31 DECEMBER 2014

BUSINESS REVIEW
The performance achieved during the year is set out in the profit ond loss sccount on page 6.
Turnover decreased year on year by 4.1°%

The results of the partnership show o pre-tax profit of £21,091,000 (2013 - £21,162,000) for the yeor and tumover of
£284,497,000 {2013 - £296,738,000).

The partnership has net assets attributable lo members of £29,774,000 (2013 - £48,581,000).
PRINCIPAL RISKS AND UNCERTAINTIES

The monagement of the business of the pannership and the execution of its strategy are subject (o o number of risks and
uncertainties, including a difficult economic envirenment, a strong competitive environment, currency fluctuntions, further
trade consolidation, product innovation, employee retention and volatility in input costs.

The members of the partnership oare aware of (hese risks and strutegic decisions are made to manage these risks
cppropriately. These will include monitoring of performance of key brands, review of costs and the credit exposure to
customers. The decision-making process and the ossessment of business performance is supported by the experience of the
manggement leam, regular sales volume ond value data and menthly management accounts, sphit by business chonnel.

The partnership has an exposure to the rish of cuency fluctuations. This rish is manoged by the regular monitoring of
fluctuations in hey currencies and entering into forwerd cuirency contracts to hedge fulure requirements as appropriate

The group intema) audit department monitars the eperstion risks of all parts of the business on a rotational/sample basis and
will recommend improvements to business processes and controls to assist in the mitigation of identificd business rishs.

The partnership Is in o net currently liability position and is reliant on its members, Nestlé UK Limited and General Mills
Canada Holding Three Corporation for continued support -refer to note 1.2 for further details.

This repont was approved by the board on 23 June 2015 and signed on its behali,

birectorof Nestié¢ UK Limited Officer of General Mills Canada Helding Three
Corpomtion




CEREAL PARTNERS UK ’

MEMBERS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2014

The members present their report and the financial statements for the year ended 31 December 2014,

STATEMENT OF MEMBERS' RESPONSIBILITIES IN RESPECT OF THE MEMBERS' REPORT AND THE
FINANCIAL STATEMENTS

The members are responsible for preparing the Strategic report, the Members' report and the financial statements in
accordance with applicable law and regulations,

The Partnerships (Accounts) Regulations 2008 requirc the members 10 prepare financial statements for each financial
year in accordance with Part 15 and Chapler 1 of Part 16 of the Companies Act 2066 Under that law the members have
elected to prepare the financial statements in accordance with UK Accounting Standards and epplicable law (UK
Generally Accepted Accounting Practice).

Under company law the members must not approve the financial statements unless they are satisfied that they give' a true
and fair view of the state of affairs of the partnership and of the profit or foss of the partnership for that period In
preparing these financial statements, the members are required to

select sumitable accounting policies and then apply them consistently;

make judgments and accounting estimates that are reasonable and prudent;

prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
partnership will continue [ business

The members have a gencral responsibility for taking such steps as are reasonably open to them to safeguard the assets of
the pantnership and to prevent and detect fraud and other irregulanitics

PRINCIPAL ACTIVITIES

The principal activity of Cereal Partners UK (the partnership) ss the manufacture and sale of break fast cercals
RESULTS AND DISTRIBUTIONS

The profit for the year, after axation, amounted to £21,091,000 (2013 - £21,162,000)

The members recommend a distribution of £8,347,000 to be paid in 2015. (2013 - £10,067,000).

MEMBERS

The members who served during the year were:

Nestlé UK Limited
General Mills Canada Holding Three Cotporation

ENVIRONMENTAL MATTERS

The partnershup will seck to minimise adverse impacts on the environment from its activities, whilst continuing to address
health, safety and economic 1ssues. The partnership has complied with afl applicable legislation and reguiations.

FUTURE DEVELOPMENTS

The ecxtemal cnvironment 15  expected to remam  compettive and  challengmg in 2015
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CEREAL PARTNERS UK

MEMBERS REFORT
FOR THE YEAR ENDED 3) DECEMBER 2014

EMPLOYEE INVOLVEMENT

The parinership fully suppons the rights of Individuais to seek, obtnin and hold employment without discriminution on the
grounds of rece, colour, religlon, orlghy, sex, sexual orlantatlon, disabllity or marital staws. The portnership seeks lo provids
a worklng cnvirenment [fres of any horassment or intimldalion. Policles celoting to training, corecr development and
succession are opplled equally to disobled und able bodied employess, Employces who become disobled pre retalned,
whore possible, through redeployment and seimining, to enable them 1o perform work idemtiffed os appropriate to their
aplildes ond obilities,

Occupntional Health and Safety continued to recoive the same high profile in 2094 with o commilment across ali sreas of
the business to sustaln the continun) mprovement In performance. Pronetive preventaiive Occupatlonn} Henlth nnd Safety
systems auditing continues and demenstrles incressing performance and the development of plans 1o continue with
continual Incrense in performance.

DISCLOSURE OF INFORMATION TO AUDITORS

Ench of the members al the timo when this Members® report [s approved has confirmed @

. thut 50 fur ps that mombers are owure, thoro {s no refevant qudit information of which ho pertnorship's suditors are
unmvare, prd

. thot members have taken nff the steps that ought to have been token os a members in order to be vware of any
relevant audit informatian and to esioblish that the punnership's awditors nre mwvare of that [nformaiion,

AUDITORS

Pursuant to Section 487 of the Companies Act 2008, the auditor will be deemed ta be reappolinied and KPMQ LLP will
therefore conlinue in office.

This repon was opproved by the members oa 23 June 2015 and signed on {ts Johalf.

YL \fe

Officer of Genzral Mills Canada Holding Three Corporation

bimclor of Nestle UK Limiled




INPEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF CEREAL PARTNERS UK

We have sudited the finznclal slatements of Cercai Pariners UK for the year ended 31 Decomber 2014, set out on
pages 5o 21, The finoncial reporting framework thet has been epplied In their preparation is applicable law and Unled
Kingdom Accounting Standards (United Kingdom Gonerally Accapted Accounting Practice).

This report is made solely to the partnership’s members, as o body, 1 accordance with Chapler 3 of Pad 16 of the
Companies Act 2006, as required by regulation 4 of the Pannerships {Accounts) Regulatians 2008, Our sudit work has been
underizken so that wa might state to the partnsrship's mombers those matters we are required Lo stale to them In an euditor's
report ond for no other purpase. To the fullest extent permitted by lnw, we do not accept or ussume rospons(biity 10 anyons

other than the parinership and the partnership's members os a body, for out sudit work, for this report, or for the cpinlons we
have formed,

RESPECTIVE RESPONSIBILITIES OF MEMBERS AND AUDITOR

As explaned more fully {n the Members' Responsibilitios Statement set oul on page 4 , the members are responsible for the
preparation of the financlal statements and for belng sailsfied that they give @ true and fair view. Qur responsiblity Is 10
audit and express an opinion on the (inancla! statements i accordance with applicabie law and Intemationel Standards on

Auditing (UK und Ireland). Those standards require us to comply with the Auditing Practices Board's Hthical Standards for
Auditars,

SCOPE OF THE AUDIT OF THE FINANCIAL STATEMENTS

A description of the scope of an audit of financlal statements Is provided on (he Financial Reporting Council's website at
www.fre.org.uk/auditscopoukprivate,

OPINION ON FINANCIAL STATEMENTS

1n our opinion the fInancia! statements:

. give & lrue und fair view of the stae of (he qualifylng parinership's offaits as ot 31 December 2014 and of its profit
for the year then ended,

. have heen properly prepared In accordance with United Kingdom Generally Accepted Accounting Practice; and

. have boen prepared In accordance wiih the requirements of the Companies Act 2006 as applied to qualifying
parinerships by The Parinerships (Accounts) Regulatlons 2008,

OFINION ON OTHER MATTER PRESCRIBED BY THE COMPANIES ACT 2006

I our opinlon the Information given in the Strateglc report and the Membiers® report for the financial year for which the
financlal stalerments are prepared is consislent with the financlal statements,

MATTERS ON WHICH WE ARE REQUIRED TO REPORT BY EXCEPTION

We have nathing to report i respect of the following matiers where the Companies Act 2006 as applied to quahifying
partnerships requires us to repost to you if, in our opinton:

. adcquale accounting records havo not been kepl, or returns adequate for cur audil have not been recelved from
branches not visited by us, or

. the financlal statements are not in agrecment with the sccounting records and retuens; or

] certain disclosures of direciors' remuneration specificd by law are not made; or

we have nol recelved afl the information and explonations we require for our audit.

Benjamin Staplcton (Senior statutory audior)
for end on behalf of

KPMG LLP, Statutory Auditor

Chartered Accountanis

Watford Office

58 Clarendon Road

Warford, \WDL7 IDE

United Kingdom

23 June 2015

Poge 4




CEREAL PARTNERS UK

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2014
203
2014 Restated
Note £000 £000
TURNOVER i 284,497 296,738
Cost of sales (107,325) (123,678)
GROSS PROFIT 177,172 173,060
Disinbution costs (91,458) (87.387)
Administrative expenses 7 (63,994) (61,819)
OPERATING PROFIT 2 21,720 23,854
Interest receivable and similar tncome 6 11,661 9,983
Interest payable and similar charges 5 (12,290) (12,675)
PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION 21,091 21,162
Tax on profit on ordinary activities - .

PROFIT FOR THE FINANCIAL YEAR 21,091 21,162

All amounts relate to continuing operations.
The notes on pages 9 to 21 form part of these financlal statements,

The 2013 comparatives have been restated to take account of @ more appropriate analysis between interest payable, interest
recetvable, administrative expenses and Statement of Total Recognised Gains and Losses with no impact on net assets.



CEREAL PARTNERS UK

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
FOR THE YEAR ENDED 31 BECEMBER 2014

2014 2013
Note £000 £000
PROFIT FOR THE FINANCIAL YEAR 21,091 21,162
Actuanal gain/(loss) related to pension scheme 21 (19,777) (4,461)
TOTAL RECOGNISED GAINS AND (L.OSSES) RELATING TO
THE YEAR 1314 16,701

The 2013 comparalives have been restated to take account of a more appropriate analysis between interest payable, interest
receivable, administrative expenses and Statement of Total Recognised Gains and Losses with no impact on net assets,

The notes on pages 9 to 21 form part of these financial statements

Page 6



CEREAL PARTNERS UK

BALANCE SHIEET
AS AT 31 DECEMBER 2014

Note

FIXED ASSETS
Tangible osscis §
CURRENT ASSETS
Stochs 9
Dehinrs 10
Cash at bank
CREDITORS: amaounts folling due within one

year i

NET CURRENT LIABILITIES

TOTAL ASSETS LESS CURRENT LIABILITIES
CREDITORS: omnunts falling duc afler more
than one year 2

NET ASSETS EXCLUDING PENSION
SCHENME LIABILITY

Defined benefit peasion fund liability 2

NET ASSETS INCLUDING PENSION
SCIHEME LIABILITY

Represeated by:
Members' capital clossified as Hatility
Resenves 13

TOTAL MEMBERS' INTERESTS

Ve finencial siatentents were appraved ond suthorlsed for Issue by The members und were signed on their beholf on 23 June

2015

Nesilé UKILimited
Member

£000

15,218
5,358
I

20,577

({2,915)

Member

The notes on pages 9 to 21 form pert of these Ninonclal siatements

Page 7

2014
£000

101,278

{22,338)

79,940

79,940
{50,166)

T4
Em—

109,933
(80,159)

———

29,704
L a1

EO00)

16 308
5936
1246

23,490

(38.551)

——t ey

2013
£000

105,154

{15.061})

D ]

90.093

334

b ———

89,759
{41.178)

Sr—————

48,381
=—————r

119,987
{71.406)

48,381
==

A

-
“Cenerat Auls Canadn Helding Three Carporniion




CEREAL PARTNERS UK

CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2044

2014 2013

Restated

Note £000 £000

Net cash flow from operating activities 16 17,723 24,456
Retumns on investments and servicing of finance 17 (877) {(2.603)
Capital expenditure and financial investment 17 (8,455) (6.794)
Distnbutions (10,067 (10,497
(DECREASE)/INCREASE IN CASH IN THE YEAR (1,676) 4,562

j—————4

The 2013 comparatives have been restated to take account of a more appropriate analysis between interest payable, interest
receivable, admimistrative expenses and Statement of Total Recognised Gains and Losses with no impact on net assets

RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN NET FUNDS/DEBT

FOR THE YEAR ENDED 3t DECEMBER 2014

(Decrease)Increase in cash in the ycar

MOVEMENT IN NET FUNDS/ADEBT) IN THE YEAR
Net funds/(debt) at 1 January 2014

NET (DEBT)/FUNDS AT 31 DECEMBER 2014

2014 2013
£000 £000

(1,676) 4,562

(1,676) 4,562
1,246 (3.316)

(430) 1,246

T ——— f—————— s ]

The notes on pages % 1o 21 {orm pan of these financial statements
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CEREAL PARTNERS UK

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

| ACCOUNTING POLICIES

L]

1.2

1.3

1.4

1.5

1.6

The following principal eccounting policies have been apphed consistently, in dealing with items which are
considered material in relation to the financial statements.

Basis of preparation of financial statements

The financial statements have been prepared under the historical cost convention and mn accerdance with
applicable accounting standards.

As a qualifying partnership, the financial stalements have been prepared under the Companies Act 2006.

Golng concern
The partnership’s business activities, together with the factors likely to affect its future development and
position, are set out 1n the Business Review section of the Members' Report on pages | to 3

The partnership has net assets atinbutable to members of £29,774,000 including £109,933,000 owed to the
members in the form of loans, other debts and other capital and reserves. The members have provided the
partnership with an undertaking that for a1 least twelve months from the date of approval of these financial
statements they will continue to provide financial and other support to enable the partnership to conttnue n
operational existence for the foreseeable future and that repayment of the above amounts will not be sought f it
would impede the partnership's ability to meet its obligations to third partics and operale as a gomng concem

Turnover

Turnover comprises revenue recognised by the partnership in respect of goods and services supplied during
the year, exclusive of Value Added Tax and trade discounts and is recognised on despatch,

Intangible fixed asscts and amortisation

Goodwill is the difference between amounts paid on the acquisition of a business and the fair value of the
identifiable asseis and liabilities 1 15 amortised 1o the Profit and toss account over its estimated economic hife,

Tangible fixed assels and depreciation

Tangible fixed assets are stated at cost less depreciation. Depreciation is provided at rates calculated to write
off the cost of fixed assets, less their estimated residual value, over their expected useful lives on the following
bases*

Frechold property - 25to 35 years
Plant and machinery - 51020 years
Computer equipment = 3to [0 ycars

Leasing and hire purchase

Assets obtaihed under hire purchase contracts and finance |eases are capitalised as tangible fixed assets, Assets
acquired by finance lease are depreciated over the shorter of the lease term and their useful lives. Assels
acquired by hire purchase are depreciated over their useful lives Finance leases are thosc where substantially
all of the beneflts and risks of ownership are assumed by the partnership. Obligations under such agreements
are included m creditors net of the finance charge allocated to future periods. The finance element of the rentel
payment is charged to the Profit and loss account so as to produce a constant periodic rate of charge on she net
obligation outstanding in each perod




CEREAL PARTNERS UK

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

ACCOUNTING POLICIES (continued)

1.7

1.9

Opcerating leascs

Rentals under operating leases are charged to the Profit and loss account on a straight line basts over the lease
term

Benefits received and receivable as an incentive (o sign an operating lease are recognised on a straight line
basis over the period until the date the rent 15 expected to be adjusted to the prevailing market rate.

Stocks

Stocks are valued af the lower of cost and net reahisable value afler making due allowance for obsolete and
slow-moving stocks. Cost Includes all direct costs and an appropriate proportion of fixed and variable
overheads

Foreign currencies

Monetary assets and liabilities denominated in foreign currencies are translated mto sterling at rales of
exchange ruling at the balance sheet date

Transactions in foreign currencies are translated into sterling at the rate ruling on the date of the transaction,
Exchange gains and losses are recogmised tn the Profit and loss account

During its normal course of business the partnership enters mto a number of forward exchange contracts
These transactions are imtially recorded at the rate stated in the relevant foreign exchange contract. At the

balance sheet date any gans on losses ansing on retranslation are recognised in the profit and loss account
The corresponding debtor or creditor is included m other deblors or creditors respectively

1.10 Pensions

The parinership operates a closed defined benefits pension scheme. The assets of the scheme are held
separately from those of the partnership in an independently administered fund

Pension scheme liabilities are measured using a projected unit method and discounted at the current rate of
return on a high quality corporate bond of equivalent term and currency 1o the liability

The scheme surplus (lo the extent that it is recoverable) or deficit 1s recogmsed in full. The movement m the
scheme surplus/deficit 1s split between operating charges. finance stems and, 1 the staiement of total
recognised gains and losses, actuarial gains and losses

Further disclosure relating to the partnership defined benefit scheme is given in note 21,

The partnership also participates in the Nestlé UK Pension Fund which mciudes a defined benefit and a
defined contribution scheme The assets of the scheme are held separately from those of the partnership.

The pastnership is unable to identify its share of the underlying assets and habilities of the Nestlé scheme on a
consistent and reasonable basis and therefore, as required by FRS 17 "Retrement benefits", accounts for the
scheme as if it were a defined contribution scheme As a resuli, the amount charged to the profit and loss
account represents the contnbutions paid 1o the scheme in respect of the accounting pertod

For additional information regarding the Nestlé UK Pension Fund please refer to note 21

Taxation

No account is taken of either current taxation on profits or deferred taxation arising on tming differences
within these accounts All taxation is dealt with as appropriate in the accounts of the members

Page 10
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CEREAL PARTNERS UK

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

ACCOUNTING POLICIES (continued)

1.12 Distributions

Distributions unpaid at the balance sheet date are only recognised as a liability at that date to the extent that
they are appropriately authorised and are no longer at the discretion of the company Unpaid distributions that

do not meet these critena are disclosed m the notes to the financial statements

OPERATING PROFIT

The operating profit 1s stated afier charging.

2014 2013
£000 £000
Depreciation of tangible fixed assets:

- awned by the company 10,752 11,035
Auditor's remuneration 101 93
Operating lease rentals

- plant and machinery 498 464

- land and buildings 1,037 1,174

- other lease charges 324 306
Loss on sale of fixed assets 579 376
During the year, ne members received any emoluments (2013 - £€NIL),

STAFF COSTS
S1aff costs were as follows
2014 2013
£000 £000
Wages and salaries 28,182 26,578
Social security costs 2,534 2,477
Other pension costs 3,246 2,969
33,962 32,024
The average monthly number of employees, including the members, during the year was as follows:
2014 2013
No. No.
Production 493 493
Sales and admimistration 136 150
629 643
p— ————— .~ § e ——————

MEMBERS' EMOLUMENTS
No directors of the members received any emoluments in respect of their management of the partnership,




CEREAL PARTNERS UK

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

INTEREST PAYABLE

2013

2014 Restated

£000 £000

Pension guarantee levy 300 300
Interest on bank offset facility 30 132
Interest payable to joint venture pastners 3,143 4,130
Interest payable on pension scheme habilities 8,817 8,113
12,290 12,675

The 2013 comparatives have been restated 1o take account of a more appropnate analysis between interesl payable,
interest receivable, administrative expenses and Statement of Tatal Recognised Gains and Losses with no impact on
net assels.

INTEREST RECEIVABLE
2013
2014 Restated
£000 £000
Expected return on Fund assets i,57 9,983
Exchange pain on revaluation 74 -
Interest on bank offset facility 8 -
11,661 9.983

The 2013 comparatives have been restated lo take account of a more appropnate analysis between mterest payable,
nterest recervable, administrative expenses and Statement of Total Recognised Gams and Losses with no impact on
net assets

ADMINISTRATIVE EXPENSES

2014 2013
£000 £000
Administrative expenses - ongoing 60,652 61,179
Exceptional {tem - business reorpanisation 3,342 640

63,994 61,819

f— e ———— ]
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CEREAL PARTNERS UK

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

10.

TANGIBLE FIXED ASSETS

Frechold Plant and Computer
property machinery equipment Total
£000 £000 £000 £000
Cost
A1) January 2014 49,595 183,786 8,523 241,904
Additions 104 8,354 - 8,458
Disposals a7m9 (3,419) - (3,598)
At 31 December 2014 49,520 188,721 8,523 246,764
Depreciation
At 1 January 2014 17,302 111,082 8,366 136,750
Charge for the year 1,352 9,243 157 10,752
On disposals (159) (2,857 - (3,016)
At 31 December 2014 18,495 117,468 8,523 i44,486
Net book value
A1 31 December 2014 31,028 71,253 - 102,278
.}

Al 31 December 2013 32,293 72,704 157 105,154

———"" — B ————— ;- ———— ;B ——

STOCKS

2014 2013
£000 £000
Raw matenals 4,351 4,763
Finished goods and goods for resale 10,867 11,545
15,218 16,308
e — fo e ——— ]

DEBTORS
2014 2013
£000 £000
Amounts owed by group undertakings 451 491
Other debtors 3,205 2,997
Prepaymenis and accrued income 1,702 2,448
5358 5,936
e —— 3 e
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13.

CEREAL PARTNERS UK

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

CREDITORS:
Amounts falling due within one year
2014 2013
£000 £000
Bank loans and overdrafis 43} -
Trade creditors 36,523 33,308
Amounts owed to group undertakings 2,624 3,143
Other creditars 3,337 2,100
42,915 38,551
CREDITORS:
Amounts falling due after more than one year
2014 2013
£000 £000
Accruals and deferred income - 334
————
RESERVES
Members’ Other Total
Other Capital Reserves Reserves
£000 £000 £000
At January 2014 - restated 20,306 91,712 {71,406)
Profit for the year 21,091 - 21,091
Actuarial loss on defined benefit pension scheme - (19.777) (19,777)
Distributions (10,067) - {10,067)
31330 (111,489) (80,159)
————— — . ————1

The balances brought forward at | January 2014 have been restated to take account of a more appropnate analysis
between interest payable, interest receivable, administrative expenses and Statement of Tolal Recognised Gains and

Losscs with no impact on net assets.
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CEREAL PARTNERS UK

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

RECONCILIATION OF MEMBERS' INTERESTS

Members Other Loans and Other
Interests Debts
Members'
Members' Members' Working  Total
Other Other Loan Captial Members'
Capital Reserves  Accounts  Balances Intcrest
£000 £000 £000 £0DD £000
At | Jenuary 2104 - restated 20,306 {91,712} 140,000 (20,013) 48,581
Profit for the year 21,091 - - - 21,0
Actuanial loss on defined benefit pension scheme - (19,77 - - (19,717
Distributions (10,067) . - - (10,067)

Working capital movements

(10,054) (10,054)
31,330 (111,489) 140,000  (30,067) 29,774

I—— A B -

‘The balances brought forward at 1 January 2014 have been restated to take accoumt of a more appropriate analysis

between interest payable, tnterest receivable, administrative expenscs and Statement of Total Recognised Gains and
Losses with no impact on net assets

Members' loans and other debis are constituted as follows. 2014 2013
£000 £1000

Amounts due from members and members’ group companies 34,340 22,279
Amounts due to members and members' group companics (144,273) {142,266)
(109,933 {119,987

f=-ae ———] p——— .}

Amounts due from members and members' group companies include £19,384,000 (2013 - £3,069,000) representing
cash transferred under the group cash pooling arrangement that can be recovered on request

DISTRIBUTIONS
2014 2013
£000 £000
Distnibutions to members 10,067 10,497

no_. '~
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CEREAL PARTNERS UK

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

NET CASH FLOW FROM OPERATING ACTIVITIES

2013
2014 restated
£000 £000
Operating profit 21,720 23,854
Depreciation of tangible fixed assets 10,752 11,035
Loss on disposal of tangible fixed assets 579 376
Decrease in stocks 1,090 682
Decrease/(increase) in debiors 578 (1,012}
Increase/(decrease) n creditors 3,847 (6.829)
Decrease in net pension assets/liabilities (10,789) (9.271)
Members interests working capital movements {10,054) 5.621
Net cash inflow from opcrating activities 17,713 24,456
fm—— e ——

The 2013 comparatives have been restated to take account of a more appropriate analysis between interest payable,

interest receivable, admmistrative expenses and Statement of Total Recognised Gains and Losses with no impact on
net assets

ANALYSIS OF CASH FLOWS FOR HEADINGS NETTED IN CASH FLOW STATEMENT

2013
2014 restaled
£000 £000
Returns on investnents and servicing of finance
Interest received 11,661 9.983
Interest paid (12,538) (12.586)
Net cash outflow from returns on investments and servicing of

finance (877) (2.603)

f——————————3

The 2013 comparatives have been restated to take account of a more appropriate analysis between inlerest payable,

imerest receivable, ndministratuve expenses and Statement of Toal Recognised Gains and Losses with no impac! on
nel assets.

2014 2013
£000 £000
Capital expenditure and financial investment
Purchase of tengible fixed assets (B,458) (6,795)
Sale of tangible fixed assels 3 ]
Net cash outflow from capital expenditure (8,455) (6,794)
————m—— ] e rr———
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CEREAL PARTNERS UK

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

ANALYSIS OF CHANGES IN NET DEBT

Ofther
non-cash
t January Cash flow changes 31 December
2014 2014
£000 £000 £000 £000
Cash at bank and in hand 1,246 (1,245) - 1
Bank overdrafl . (431) - 431)
Net funds 1,246 (1,676) - {430)
————— ] r——————m —— . — ] ———— ———]

RELATED PARTY TRANSACTIONS
In the opinion of the members there is no overall controliing party

Cereal Partners UK is a joumtly owned venture of Nestlé UK Limited and General Mills Canada Holding Three
Corporation.

The ulumate parent of Nestlé UK Limited 1s Nestlé S.A. and the ultimate parent of General Mills Canada Holding
Three Corporation is General Mills Inc.

Transactions with entities with joint control over the partnership

Durning 2014 the partnership made sales of £241,084,000, purchases of £44,171,000 and incurred license fees of
£11.982,000 with members and members' group companics

Al the ycar end amounts owed by members totalled £14,955,000 and amounts owed 1o members totalled
£124,888,000

Transacuons with other related parties:

During 2014 the entity made sales of £5,075,000, purchases of £32,470,000 with other jownt ventures of its member
companies

At the year end amounts owed by ather joint ventures of members totalled £451,000 and amounts owed 10 other joint
ventures of members totalled £2,624,000,

CAPITAL COMMITMENTS
At 31 December 2014 the partnership had capital commitments as follows:
2014 2013
£000 £000
Contracted for but not provided in these financial statements 2



21,

CEREAL PARTNERS UK )

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

PENSION COMMITMENTS

The partnership operates a closed defined benefit pension scheme. the Cereal Partners UK Pension Fund (the Fund)
At 31 December 2014 the partnership reported a hiability of £50,166,000 (2013 - £41,178,000) in respect of this
fund. A futl actuarinl valuation of the Fund was carried out as at 31 December 2011 The results of this valuation
have been used and updated for FRS |7 purposes for the period to 31 December 2014 by a qualified independent
actuary As required by FRS 17 the valuation used the projected unit methed, under which the current service cost
will tend 1o increase as a percentage of pensionable payroll as the members of the Fund approach retrement

The following table sets out the key assumptions used for the Fund:

2014 2013
Assumptions and expected retums
Price inflation 3.1% 33%
Dhscount rate 3.6% 4 4%
Pension increases 3.0% 3%
Salary growth 3.1% 33%
Life expectancy of a male aged 65 22.2 years  21.71 years
Expected long-term retumn on Fund assets 6.6% 69%

The expected long-term return is derived by taking the weighted average of the long-term expected return for each of
the asset classes

The following table sets out as at 31 December 2014 and 31 December 2013 the fair valuc of assets, a breakdown of
the assets nto main asset classes, the present value of the Defined Benefit Obligation (DBO) and the deficit of assets
below the DBO which equals the grass pension hability.

Long term rate Long term rate
of retum of retum
2014 expected 2013 expected
£000 £000
UK Equities 32,451 7.9% 32,183 83%
Overseas Equities 38,428 7.9% 36,089 8 3%
Debt 73,457 54% 67,885 56%
Diversified Growth fund 40,196 6.9% 23,019 73%
Cash and other current net asseis 3,201 0.8% 2,725 33%
Fair value of Fund assets 187,733 6.6% 161,901 6 9%
Present value of Defined benefit Obligation (237,899) (203,079
Fund deficit (50,166) {41,178)
f——————— = _——3 ———}

During the year contributions by the partnership of £10,529,000 (2013 - £9,589,000) were made to the Fund in
respect of the defined benefit members

The estimated amount of total contributions expecied 1o be made by the partnership to the fund during 2015 is
£11,300,000
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CEREAL PARTNERS UK

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

21, PENSION COMMITMENTS (continued)

Changes in the present value of the Defined Benefit Obligation are as follows.

2014 2013
2000 £000
Defined benefit obhgation at | January {203,079) (189,772}
Current service cost (3,198) (2,188)
Contributions from Fund members (611) (982)
Interest on Fund liabitities (8,817) (8,113)
Actuanal loss on Fund liabilities (28,268) (7,232)
Benefits paid 5,378 5,208
Past service cost 696 -
Defined benefit obligation at 31 December (237,899) {203,079)
e ——————— S -]

Changes 1n the present value of the Fund assets are as follows,
2014 2013
£000 £000
Fair value of Fund assets at } January 161,90) 143,784
Expected return on Fund assets 11,579 9.983
Actuarial gain on Fund assets 8,491 2,771
Employer contributions 10,529 9,589
Fund member contributions 611 082
Benefits paid (5,378) (5.208)
Fair value of Fund assets at 31 December 187,733 161,901
——————— - —— ]

The actuai return on the Fund's assets during 2014 was a positive return of £20,070,000 (2013 - positive retum of

£12,754.000)

The follewing amounts have been recognised within operating costs for the years to 31 December 2014 and 31

December 2013.

2014 2013

Restated

£000 £000

Current service cosl 3,198 2,188
Past service cost (696) -
Total expense in opcraiing cost 2,502 2.188




CEREAL PARTNERS UK

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

21.  PENSION COMMITMENTS (continued)

The following amounts have been recognised within financing costs for the ycars to 31 December 2014 and 31

December 2013,
2014 2013
Restated
£000 £000
Interest on Fund liabilities 8,817 8,13
Pension guarantee levy 300 300
Total expense in financing costs 9,117 3413

e —

The following amounts have been recognised within financing income for the years to 31 December 2014 and 31
December 2013

2014 2013

Restated

£000 £000

Expected retum on Fund assets 11,579 4,983
Total interest in financing income 11,579 9,983

The following amounts have been recognised within the Statement of Total Recognised gains and Losses for the
years to 31 December 2014 and 31 December 2013

2014 2013

£000 £000

Actuarial losscs 19,777) (4,461)
(19,77 {4,461)

b — ————

The cumulative loss recogmised outside the Profit and loss account in the Statement of Total Recognised Gains and
Losses at 31 December 2014 is £115,422,000 (20)3 - £95,645,000),

The 2013 comparatives have been restated Lo take account of 8 more appropriate analysis between interest payable,
interest receivable, admimistrative expenses and Stalement of Total Recognised Gains and Losses with no impact on
net pssets
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CEREAL PARTNERS UK

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

PENSION COMMITMENTS {continued}

The recent five year history of assets, defined benefit obligation and deficit at each year-end 15 as foltows:

Defined benefit obligation
Fair value of scheme asscls

Scheme deficn

2014 2013 2012
£000 £000 £000

{237.,899) {203,079) (189,772)
187,733 161,901 143,784

2011 2010
£000 £000

(159,253) (173,518)
129,201 115977

{50,166) (41,178) (45,988)

(30,052) (57,541)

eaee e A —— - —— B

2014 2013
£000 £000
Experience adjustment on Fund assets
Amount of gain/(loss) 8,491 2,771}
Percentage of Fund assels at the year-end 45% 1.71%
Expencnce adjustment on Fund Liabilites
Amount of gain/(loss) - .
Percentage of the present value of the Fund
labilities at the year-end 0.0% 00%

The recent 5 year history of experience gains and losses on assets and hiabilities 1s as follows:

2012 2011 2010
£000 £000 £000
1,453 (311) 4,222
101% (0.1%) 36%
(637) (2,479) 426
03% 1 6% (0.2%)

Cereal Partners UK participates in the Nestlé UK Pension Fund (the Fund), which includes a defined benefit and a
defined contribution section The partnership made contributions totalling £311,000 to the fund during 2014 (2013 -

£311,000)

Cereal Partners UK 15 unable to 1dentify its share of the underlying assets and liabilities of the Fund, as each
employer 15 exposed to actuarial risks associated with the current and former employees of other entitics
participatng in the Fund Contributions to the scheme have therefore been accounted for as if it were a defined
contnbution scheme An update of the whele fund was prepared at 31 December 2014 by an independent qualified
actuary for the purposes of FRS 17. At that date the habitiles exceeded the essels by £637,475,000

(2013 - £574,701,000).

OPERATING LEASE COMMITMENTS

At 31 December 2014 the parincrship had annual commutments under non-cancellable operating leases as follows:

Expiry date:

Within | year
Between 2 and 5 years

Land and buildings

2014 2013
£000 £000
1,005 1,022

2014
£000

296
509

Other
2013
£000

ile
482

——  ~e s o —————— -~~~ ——————1
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