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Baker & Baker Products UK Limited :

Strategic report

The directors present their Strategic report Directors’ Report and the audrted financial statements of the Company for.
the year ended 31 December 2022. . '

Principal activities

The Company is engaged prmcnpally in the manufacture, distribution and sale of bakery products.
Review of business

Baker & Baker remains one of the leading bakery products manufacturers in the UK. The Company has

retained its market share and its key customer base across its core channels.

A focus on bakery segments such as American Sweet Bakery has allowed the Company to continue to
maximise growth opportunities. Baker & Baker’s strategic hcensmg agreements also contmue to drive -
strong growth across key markets. .

Management continue to manage the performance of the busmess by momtormg results and KPIs on an
ongoing basis. . - :

" In 2022 the Company experienced a sustained increase in input costs relating to both raw materials and
energy, largely driven by macroeconomic developments related to the war in Ukraine. Thls inflationary
impact was partlally mmgated through pass-through price mcneases to customers.

Operating loss in the year was £4.33m (2021: proﬂt of£3.48m).

The business continues to implement targeted capital investments in order to improve operating efficiencies and costs,
and continues to invest in capacity and capabilities to further strengthen its posmon in the market, based on market
research and customer requirements.

Fmancml revnew

The Board monitors the progress. of the Company strategy and the individual strategic elements by reference
to certain financial and non-financial key performance indicators (‘KPIs’). The KPIs used by the Board are:

2022 . 2021 % change
Volume (metric tonnes) 69,905 76,453 . (8.6%)
Revenue (£°000) o ’ 223,035 205,883 . 8.3%
Gross profit (£°000)’ ' 29472 31,167 (5.4%)
Operating (loss)/profit (£°000) . (4332) 3479 (224.5%)
Adjusted EBITDA* (£7000) 14,815 15,947 (7.1%)

Net assets (£7000) . ' : 20,236 _ 29,342 . (31.0%)
* see reconciliation below A

In order to understand the business performance, adjusted measures for the Company are presented whlch
exclude the impact of significant non-recuiring items to present adjusted EBITDA. In the opinion of the
Board this adjusted. measure allows shareholdeérs to gain a clearer understanding of the tradmg performance
of the Company.

. The analysis below shows the movement from adjusted to statutory measures for the years ended 31
" December 2021 and 2022. :



Baker & Baker Products UK Limited

Strategic report (continued)

2022 2021

_ A £000 £000
Operating (loss)/profit : T _ (4,332) 3,479
Group management fees _ a ’ . . 6,096 3,599
Depreciation and amortisation : ' o ' 8,919 7,189
EBITDA L _ : o 10,683 14,267 -
Significant non-recurring items (see Note 7) ’ ' . 4,132 - 1,680
Adjusted EBITDA : ‘ ' - o . 14,815 15,947

Brexit

The United Kingdom withdrew from the European Union on 31 January 2020, with new customs and
regulatory procedures being implemented in the course of 2020, 2021 and 2022. The Company put detailed
mitigation plans in place in advance of Brexit. Some changes to customs and regulatory processes were
incurred, but as a result of the Company’s extensive preparations for these changes, Baker & Baker did not
experience any significant disruption or ongoing challenges as a result of Brexit-related changes to its
operatmg envrronment

Covnd 19

Begmmng in December 2019 and into 2020 and 2021, the novel coronavirus (“Covnd 197) emerged and gradually

spread across the globe and was declared as a pandemic by the World Health Organization. The Company

experienced adverse business conditions due to Covid-19, especially in 2020, which primarily manifested in reduced

turnover due to changes in customer demand. The Company took steps to mitigate the financial impacts of the '

. pandemlc Given the evolution of the pandemic, the Covid recovery experienced in 2021 contmued into 2022, with
volumes largely returning to pre- pandemlc levels.

A Ukrame

The ongoing conflict in Ukraine has impacted the Company s operations. In 2022 the conﬂlct adversely
affected the availability and price of some of the Company’s commodity inputs, including raw materials and
energy. Our procurement process proactively reviews availability and pricing of commodltles to provrde
security of supply and cost vrslbrhty for our major commodity groups. .

Management continue to monitor increases to our cost base and to work with our customers to ensure that increased
costs are récovered, whilst maintaining best value for the customers on the products we supply.

Outlook

The directors expect the general level of activity to increase in the fot’(hco'ming year. This'is as a result of
~ increased demand in the market.

In addition, the Company expects that input costs remain volatile going forwards, albeit with some stabilization as
global markets and supply chains adjust to the post-war situation. Baker & Baker will continue to actively mitigate -
" any inflationary effects through pass-through price increases in order to maintain operating margins.

Sectlon 172 statement

The directors of Baker & Baker Products UK Limited consider, both individually and together that they have
acted in a way that, in good faith, would be most likely to promote the success of the.Company for the
‘benefit of its members as a whole, having regard to the stakeholders and matters set out in section 172(1) (a-
f) of the Companies Act 2006.



Baker & Baker Products UK Li'mited

Strategic report (continued).

The directors conslder that thé company’s employees, shareholders, customers, suppliers, funders and the
local communities in which we are located are stakeholders for the purposes of section 172 of the Companies
Act 2006. '

The sections below provide further details on how the directors of the company have acted in the way they have
considered, in good faith, to most likely promote the success of the company for the benefit of its members asa
whole, and in doing so regarded, amongst other matters:

(@

(®)

the likely consequences of any decision in the long-term

During the year, the directors held board meetings; received and considered information on a range of
matters concerning the business activities of the Company and its employees, to support the directors in
exercising their discretion when considering the matters set out in section 172(1).

The directors concider the likely consequences of any decision in the long term in all key areas including .

supplier management and outsourcing, customer interactions, human resources, legal and compliance,
quallty and regulatory, and health and safety.

We aspire to thrive by creating shared value for customers, colleagues funders, the communities and the
environment in which we work and live. To achieve this goal, we are integrating prmmples of
respons1ble operation into every part of our busmess

The interests of the company ’s employees

We seek to create a trénsparént and collaborative culture in which colleagues are empowered to succeed
and are treated with equal respect and dignity. Safe working environments and health and wellbemg
benefits for our employees are also at the centre of our commitment to our people

Regular communication, dlalogue and consultatlon with employees is supported via “town hall” -

~ briefings, ongoing union relations and consultations, monthly update calls, employee forums, émployee

©

engagement surveys, and participation of employee representatives on both local and European works'
councils. In addition, all new employees attend workshops to understand the Company’s values and to
foster a culture of open dlalogue between employees managers and dlrectors

As aresult of this employee engagement the dnrectors continue to have regard for employees’ interests
in key policies and management decisions. Employee safety is regarded as a critical focus area for
factory management, and via wellness and occupational health services we support the physical and
mental health of employees. ‘All employees have an annual performance review, and the Company -
invests in training and development for employees. .

The need to foster the company 's business relationships with suppliers, customers and others

The Company continues to develop and maintain strong relatlonshlps with key customers and suppllels
this includes dedicated sales managers for key customers and internal buyers for key suppller contacts
for main raw material product lines. The business operates in multiple sales channels including the
Retail, Foodservice, Artisan and Industry sectors, with dedicated sales and procurement teams
supportmg constructlve dialogue with our commer01al stakeholders.

We are passionate about creating products that delight our customers and consumers.-Our quality assurance
measures include responsible sourcing, production and distribution, as well as transparency regarding origins and
composition of our products :

We have a supplier code of conduct which holds suppliers to the same standards of integrity to which we hold
ourselves and our colleagues. To ensure we are consistently monitoring our relationship with suppliers, we-are
committed to our procurement framework that adheres to-our customer’s and the international food industry

" ethical sourcing requirements.
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Strategic report (continued)

(d) The impact of the company s operations on the communily and the environment

We work with our suppliers, customers and colleagues to enhance the communities in which we-work
and live, such as supporting various local charities and initiatives to help those i in need

AReducmg our carbon footprint, efficiently managing our energy and watér use and lmplementmg waste reduction
- programmes are our key environmental focuses. .

The business contmually assesses ways to |mprove its key environmental focuses across all sites, including =~ -
defining a carbon reduction & net zero strategy, monitoring and reducing our energy and water use and '
improving waste reduction performance. During the year, the company benefitted from a Group initial
assessment of its carbon footprint, including scope 3 emissions. As part of the Baker & Baker Group, the *
company is developing govemance structures and  processes to manage the Group’s carbon footprint and route to
net zero.

The Group was a founding signatory of Waste and Resources Action Programme’s water reduction roadmép,
which provides a framework for businesses to monitor and report its water usage annually, and a requirement to
develop a comprehensive water reduction strategy.

.The Company has also taken positive steps to reduce energy usage mcludmg mstallmg new, more efﬁment
equipment and LED lighting, as well as increasing the proportlon of renewable energy used within our
manufacturing footprint. .-

(e) The desire of the company to maintain a reputatlon for high standards of business conduct :

Baker & Baker Products UK Limited is part of the Baker & Baker Group which is a leading global
manufacturer and distributor of bakery products. At Baker & Baker, leadership-goes well beyond our
day-to-day commitment to helping customers grow their businesses; it also includes embracmg and

acting on qur collective responsibility to make a positive impact with our employees, in our .-
communities, across our industry and around the world. In other words, to being a sustainable enterprise.

() The need to act fairly as between members of the company

The.Company i is wholly owned by Baker & Baker Group Limited, which consolidates the main operating
companies within the wider Group. The Group is ultimately owned by Rhone Capital IV L.P. (Delaware). We
engage with our shareholders through a number of channels, notably the annual report, quarterly trading updates,
annual operating planning processes, and other ad hoc questions as and when they arise.

Financial risk management objectives and policies

In addition to the operational risks outlined above, the Company’s operations expose it to a variety of financial risks,
including commodity price risk, exchange rate risk, credit risk and interest rate risk. Exposures to these risks are
monitored, reported and mitigated accordmg to policies and procedures set by the ultimate parent company, Rhone
Capital IVL.P. .

Commodity price risk

The Company is exposed to commodlty price risk as a result of its operations. This risk is mitigated by entermg into
forward purchase agreements with the Company’s suppliers, which enables the business to manage the timely pass
through of inflation to customers and maintain operating margins.

.Credit risk

The Company’s principal financial assets are bank balances and cash, trade and other debtors and investments.

. The Company’s credit risk is primarily attributable to its trade debtors. The amounts presented in the balance sheet are
- net of allowances for doubtful receivables. An allowance for impairment is made where there-is an identified loss

event which, based on previous experience, is evidence of a reduction in the recoverability of the cash flows. Credit

risk policies include performing appropriate credit checks on potential customers. Credit limits for customers are set
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Strategic repo rt(cdntihued)

~» within defined parameters. The directors consider that these pohcnes are sufficient to manage the credlt risk to which
the Company is exposed.

Interest rate cash flow risk

The Company has interest-bearing intereompany assets and liabilities, which are maintained on the basis of a mixture
of fixed and ﬂoating rates. Interest rate levels are reviewed regularly. :

Exchange rate rlsk

The Company is exposed to exchange rate nsk asa result ofi xts operatlons The Company does not utilise forward
foreign exchange contracts but does actively monitor the exposure arising from exchange rate nsk and will enter into
contracts if considered necessary

Going concern

The Company's business activitie_s, together with an assessment of the various risks faced by the Company and the
. factors likely to affect thé Company's future development and position, are set out in pages 2 to 4 of the Strategic
report. ’ . '

The Company meets its day-to-day workmg capttal requirements through its cash reserves and participates in the
Baker & Baker Group Limited centralised treasury arrangements. Cash balances are swept up to the centralised
treasury function on a daily basis. Baker and Baker Group have indicated their willingness to continue supporting the
" Company as required. In September 2023, the Group agreed an addmonal £5m facility secured agamst the UK
inventory. . .

The directors have reviewed the business‘ forecasts and budgets for a period of 12 months from the date of approval
of these financial statements. These forecasts, taking account of reasonably possible changes in trading performance,
arising out of current economic uncertainties, and making reasonable assumptions about exchange rate fluctuations,
show that the Company should be able to operate within its existing facilities, including an intercompany cash pool
facility, until at least 12 months from the date of signing the annual report and financial statements.

On-the basis of their assessment of the Company’s-financial position, risks faced and confirmations received from the
" directors of Baker & Baker Group Limited in respect of ongoing support, the Company s directors have a reasonable
expectation that the Company has adequate resources to continue to operate for the foreseeable future and adopt the
going concern basis in preparing the annual report and accounts.

Future developments

The dlrectors expect the Company to continue the successful growth and development of the busmess in the
forthcoming year. Input cost increases, driven by macro-economic and geopolitical factors are expected to continue
to result in increased pnces for certain raw material commodities. Baker & Baker will mitigate: any such effects
thtough pass-through price increases in order to maintain operating margins.

Approved by the Board on 21 Septemher 2023 and signed on its behalf by

P Jones

Director
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Directors’ report

The directors present their annual report and the audlted financial statements of Baker & Baker Products UK Limited
for the year ended 31 December 2022. : .

The D1rectors Report mcludes the principal actlvmes financial risk management Ob_]eCtIVCS and pohcres,
X consnderatlon of geing concern and future outlook of the Company.

Results and dividends’

- The loss before tax for the year was £11,085k (2021 proﬁt of £5 626k) The directors do not propose to declare a
dividend. for the year (2021: £nil).

Dlrectors . )

The directors who served the Company during the year and up to date of this report were as follows:-

M Acheson-

P Jones : » ' . : :

D Martin .. . _ : ’ . . ~
Donat!ons : ' ' .

During the year the Company made donattons to various local and natlonal charltles amountmg to £1 597 (2021
£500) No polmcal donatlons were made (2021: £nil). . .

- Directors’ mdemmtles

The Company has made quallfymg thlrd party indemnity provisions for the benefit of its dlrectors only, which were
made durmg the year and remain in force at the date of this report.

Employee mvolvement

Employees are briefed monthly by their managers on the Company s finaricial performance sales, products
manufacturmg issues and projects.

Research and development

* Research and development costs of £2,216k (2021 £2 l85k) were mcurred and charged to the proﬁt and loss account,
~ during the year. . .

Employment of disabled persons

Full and fair consrderatron is given to applications for employment made by dlsabled persons havmg regard to their
particular aptitudes and abilities. Appropriate training is arranged for disabled persons, including retraining for
alternatlve work of employees who become disabled, to promote their career development within the organisation.

The company maintains its relatlons with employees throuOh various means referred to in Section 172 of the strategic
report (page 4-5). )

Government Grants-UK Governiment Job Retention Scheme B . ) .

As a result of the Covid-19 pandemic, the Company has benefited from £nil (2021: £790k) of government assistance

programmes.in the form of employee support schemes. This income is recognised in the income statement at the date
~ at which the conditions attached to receipt of such assistance have been met, in the period it becomes receivable.
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Streamllned Energy and Carbon Regulation- (SECR)

The Directors recognise the company is requnred to comply with the provisions of the Streamlmed Energy and
~ Carbon Regulatron . :

‘ The company seeks to manage energy and water use and waste streams in order to operate as efficiently.as possible
and reduce our carbon footprint. To support this, we have implemented extensive reporting in order to successfully
manage and continue to optimize our carbon footprint, and regard environmental impact as a key criteria for
assessment of capital investment proposals As part of its KPI performance, it reviews the usage of energy throughout

.the busmess .

GHG emissions and energy usage for the perlod 1 January 2022 to 31 December 2022

Emissions from combustion of gas

(Scope 1) , _
Purchased Gas = .~ » - 2022 C 2021
KWh 24,862,928 25,926,009
' } KgCO2e . 4,475,327 - 4,748,608
‘Emissions from electricity purchased for own use including for the purposes of transport
(Scope 2) ) ‘
Purchased Electricity- - ) _ _ T2022 2021
KWh "22,602,765 22,078,245
A ‘ KgCO2 4,370,923 4,687,874
~ Total gross emissions , . L
Total Scope1and2. . . , 2022 : 12021 _
- ) ' KWh 47,465,693 - 48,004,254
. KgCO2e 8,846,250 . 9,436,482 .
Int,ensity ratio per Kg of production ' o - L
S KgC0O2  0.129 : 0.121

AQuantlf ication and reporting methodology

We have followed the 2019 HM Government Envnronmental Reporting Gurdelmes and the GHG Reportmg Protocol -
- and have used the 2022 UK Government’s Conversion Factors for Company Reportmg RN

 Gas and electrlcx_ty usage data, is obtained from suppll_er blll_s forveach site and consolidated to give annual UK total. ..
The data is converted into CO2e, using the current emissions conversion factor for each activity, available on
WWW.gov. uk/govcrnment/collectlons/government-convelsnon-factors-for-company -reporting.

Total productlon in Kgs used for the Intensity ratio, is provided by our Supply Chain Finarice function.
The Company does not have consumption of fuel for the purpose of transport to report.
- Intensity measurement

The ratio used is reflective of production processes being integral to the measurement of improvements in the
efficiency of processes aind energy. This, currént year, measure is 1mpacted by reductlon in production and energy
consumption due to Covid19 lockdowns.
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Dlrectors report (contmued)

Measuires taken to improve energy efﬁclency : .
The company swntched from non- renewable to 100% renewable electncny supply from 15t May 2020.

Installation of Humldlty control Gourmet freezer, reduced the'number of defrosts, cleaning and then re-freezmg of the
unit in a production cycle, and thereby leading to 1mprovements in energy usage..

Covid-19 has also presented difficulties, in being able to implement planned energy efficiency programmes. The
interition is for more comprehensive and detailed reporting to be made once the business is free of restrictions. The:
" business is also developing an overarchmg strategy and roadmap for achieving net zero, which will be shared with
external audiences and customers in 2022. SECR reporting will fall under this strategy, which will also contain key
reporting indicators and mllestones for.reducing our carbon footprint.

We have also formed a cross-functional sustainability team within the business to drive forward environmental
initiatives at both a UK and European level.
Auditor .

Each of the persons who is a director at the date of approval of this report confirms that:

. ~ so far as the dlrector is aware, there is no relevant audit information of which the Company s audltor is
: unaware; and
e the director has taken all steps that he/she ought to have taken as a dlrector to make himself/herself aware of

any relevant audit information and to estabhsh that the Company 'S audltor is aware of that information.

This information is given and should be mterpreted in accordance with the prov1510ns of s418 of the Compames Act

. 2006.

Deloitte LLP have indicated their wxllmgness to be reappomted for another term and approprlate arrangements are
being made for them to be deemed reappomted as auditor in the -absence of an annual general meeting.

Events after the balance sheet date

On 5% July 2023 Baker & Baker UK Products Limited secured a £5m asset-backed debt facnllty secured on the UK
busmess inventory. .

Future Developments

" The future developments of the business have been disclosed within the ‘Outlook’ section of the Strateglc Report,
page 3. :

Appro_ved by the Board on- 21 September 2023 and signed on its behalf by '

P Jones

_Direc‘tor '



' Baker & Baker Products UK Lim'ited : o jv
‘Directors’ _respOnsibilities sta’tement :

The dlrectors are responsible for preparmg the Annual Report and the financial’ statements in accordance Wlth
applicable law and regulatlons .

Company law requires the directors to prepare fi nanmal statements for each ﬁnanclal year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law), including FRS 102 “The Financial
Reporting Standard applicable in the UK and Republic of Ireland”. Under Company law the directors must not
approve the financial statements unless they are satisfied that they give a true and fair view of the state of affairs of
the Company and of the profit or loss of the Company for that period.

In preparing these financial statements, the directors are required to:
o select suitable accounting policies and then apply them consistently;
¢ make judgements and accounting estimates that are reasonable and prudent'

e state whether applicable UK. Accountmg Standards have been followed subject to any material departures
disclosed and explamed in the financial statements; and

o« prepare the ﬁnanmal statements on the going concern basns unless itis mapproprlate to presume that the
’ Company will continue in business. - .

The directors are responsible for keeping adequate accountmg records- that are sufficient to show and explam the
Company s transactions and disclose with reasonable accuracy at any time the financial position of the Company and
. enable them to ensure that the financial statements comply with the Companies Act 2006. They are also responsible

for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and detectlon of .
* fraud and other 1rregularmes :

10
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Independent auditor’s report to the members of Baker & Baker Products UK
Limited

Report on the audit of the financial statements
Opinion . - ' .
In our opinion the financial statements of Baker & Baker Products UK Limited (the ‘company’):

e give a true and fair view of the state of the company s affairs as at 31 December 2022 and of its loss for the year
" then ended;

* have been properly prepared in accordance with Umted Kingdom Generally Accepted Accountmg Practice,
including Financial Reporting Standard 102 “The Financial Reporting Standard apphcable in the UK and

~ 'Republic of Ireland”; and

.« have been prepared in accordance w1th the requirements of the Companies Act 2006.

.We have audited the financial statements which comprise:

the profit and loss account;

the statement of comprehensxve income
the balance sheet;

the statement of changes in equity; and
the related notes 1 to 25.

l

.The f nancial reporting framework that has been applied in their preparation is appllcable law and United ngdom
Accounting Standards, mcludmg Financial Reporting Standard 102 “The Financial Reporting Standard applicable in
- the UK and Republic of Ireland” ajmted Km°dom Generally Accepted Accounting Practice).

Basns for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law '
Our responsibilities under those standards are further described in the auditor’s responsibilities for the audit of the
financial statements section of our report,

We are independent of the company in accordance with the ethlcal requlrements that are 1elevant to our audit of the
financial statements in the UK; including the Financial Reporting Council’s (the ‘FRC’s’) Ethical Standard, and we
“have fulfilled our other ethicdl responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern
In auditing the financial statements, We have concluded that the directors’ use of the going concern basis of
accounting in the preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to events or
conditions that, individually or collectively, may cast significant doubt on the company’s ability to'continue as a
going concern for a period of at least twelve months from when the financial statements are authorised for i issue.

Our responsibilities and the responsnbllltles of the directors with respect to going concern are descrlbed in the
relevant sections of this report. .

11
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Independent auditor’s report to the members of Baker & Baker Products UK

Limited (contmued) : o ;

Other information

The other information comprises the information included in the annual report, other than the financial statements and
our auditor’s report thereon. The directors are responsible for the other information contained within the annual report.
Our opinion on the financial statements does not cover the other information and, except to the extent otherwise
- explicitly stated in our report we do not express any form of assurance conclusion thereon

Our responsibility is to read the other information and, in doing so, consnder whether the other mfonnatlon is materially
inconsistent with the financial statements or our knowledge obtained in the course of the audit, or otherwise appears
to be materially misstated. If we 1dent|fy such material inconsistencies or apparent -material misstatements, we are
required to determine whether this gives risé to a material misstatement in the financial statements themselves. If,
based on the work we have performed, we conclude that there is-a material misstatement of this other information, we
are requ1red to report that fact.

" We have nothing to report in this regard. '

Responsibilities of directors

As explained more fully in 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, and for such internal control as the
directors determine is necessary to enable the preparatlon of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the gomg concern basis of
accounting unless the directors either intend to liquidate the company or to cease operations, or have no reallstlc
alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements -

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from

material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our. opinion.

" Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with -
ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and

are considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic

decrsnons of users taken on the basis of these financial statements.

A further description of out responsibilities for the audit of the financial statements is located on the FRC’s website at:
www.fic.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.

12
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Independent auditor’s. report to the members of Baker & Baker Products UK
Limited (contmued) ‘

Extent to which the audit was considered capable of detecting irregularities, including fraud

- Irregularities, including fraud, are instances of non-comphance with laws and regulatlons We design procedures in
line with our responsibilities, outlined above, to detect material misstatements in respect of irregularities, including
fraud. The extent to which our procedures are capable of detecting irregularities, including fraud is détailed below.

We considered the nature of the company’s industry and its control environment, and reviewed the company’s

" documentation of their policies and procedures relating to fraud and compliance with laws and regulations. We also
enquired of management about their own identification and assessment of the risks of irregularities, including those .
that are specific to the company’s business sector.

We obtamed an understandmg of the legal and regulatory framework that the company operates in, and identified the
~ key laws and regulations that:

e had a.direct effect on the determination of material amounts and disclosures in the financial statements. These
included UK Companies Act, pensions legislation, tax legislation; and '

e . do not have a direct effect on the financial statements but compliance with Wthh may be fundamental to the
company’s ability to operate or to avoid a material penalty.

We discussed among the audit engagement team including relevant internal specialists such as tax regarding the

opportunities and incentives that may exist w1thm the organisation for fraud and how and where fraud might occur in . -

the financial statements.

A

As aresult of performing the above, we identified the greatest potential for fraud in the following areas, and our specific
proceduires performed to address them are described below:

o  Revenue recognition fraud risk pinpointed to completeness and accuracy assertions due to rebates. In addressing
the risk we have obtained an understanding of the transactions and associated processes, assessed the design and
- implementation of key controls and performed detailed substantive testing through sampling customer rebate
agreements and reperforming the calculations and amounts recorded; review of manual posting and accruals to -
revenue, post year-end look back testing, consideration of side agreements and issued a sample of negative
confirmation procedures for customers.

In common with all audits under ISAs (UK), we are also required to perform specific procedures to respond to the risk

of management override. In addressing the risk of fraud through management override of controls, we tested the
_appropriateness of journal entries and ether adjustments; assessed whether the judgements made in making accounting
~ estimates are indicative of a potential bias; and evaluated the business rationale of any significant transactions that are
" unusual or outside the normal course of business.

In addition to the above, our procedures to respond to the risks identified included the following:

e reviewing financial statement disclosures by testing to supporting documentation to assess compliance with
provisions of relevant laws and regulations described as having a direct effect on the financial statements;

e performing analytical procedures to identify any unusual or unexpected relatlonshlps that may mdlcate risks of
material misstatement due to fraud;’

e enquiring of management and in-house legal counsel concerning actual and potentlal lmgatxon and claims, and
instances of non-compliance with laws and regulations; and

e - reading minutes of meetings of those charged with governance. -
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Baker & Baker Products UK Limited

| Independent audltor s report to the members of Baker & Baker Products UK
lelted (contmued) _ _ o

Report on other legal and regulatory requirements
- Opmlons on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audlt

e. the information glven in the strategic report and the directors’ report for the financial year for which the financial
statements are prepared is consistent with the financial statements; and .
e the strategic report and the directors’ report has been prepared in accordance with applicable legal requirements. -

In the light of the knowledge and understanding of the company and its environment obtained in the course of the
- audit, we have not identified any material misstatements in the strategic report or the directors’ report.

. Matters on which we are required‘ to report-by exception
Under the Companies Act 2006 we are required to report in respect of the following matters if, in 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 in agreement with the accountmg records and returns; or
certain disclosures of directors’ remuneration specified by law are not made; or
we have not received all the information and explanations we require for our audit.

We have nothing to report in respect of these matters.

Use of our report

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

Carl Acton BA BFP FCA (Senior statutory audltor)
For and on behalf of Deloitte LLP

Statutory Auditor

Manchester, United Kingdom

22 September 2023 |
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Baker & Baker Products UK Limited

_Profif and loss account
For the year ended 31 December 2022

2022

. . 2021
~ Note _£’000 £000
Turnover S 3 223,035 205,883
“Cost of sales o o : A - (193,563) - (174,716)
Gross profit ' : : - ‘ L 29,472 . 31,167
Other operating income. - ‘ . S 4 : ' - 790 )
Distribution costs . : ' ) : A B (16,932) . (14,084) -
Administrative expenses ‘ - , ' ‘ ' (16,872) (14,394)
Operating (loss)/profit . i - @33 3,479
Tnterest receivable and similar income o 5 . © 1,991 ‘4,971
Interest payable and sirhilar expenses : 5 . (8,744) (2,824)
(Loss)/profit before taxation . ‘ ' 6 - (11,085 5,626 -
Tax on (loss)/profit . : S e COL7800  (1,352)
(Loss)/profit for the financial year ' . : . ©(9,305) 4,274

v
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Baker & Baker Products UK Limited

Statement of comprehensive income
For the year ended 31 December 2022

(Loss)/profit for the financial year
Actuarial gaiﬁ/(loss) relating to the pension scheme E .21
Deferred taxation attributable to the actuariai_ gain : 18

Other'c_omprehensive inco,me/(expense)

Total comprehensive (expensé)/income attributable to
equity shareholder of the Company

Note -

2022

2021

“£2000 £000 -
(9,305) 4,274
348 (29)
(59) 25 .
289 )
(9,016) 4,270
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‘Baker & Baker Products UK Limited

Balance sheet ..
At 31 December 2022

I

Fixed assets
Goodwill

Intangible assets

Tangible assets
Investments

‘Current assets = .- . : N
Stocks ' ‘ ’
- Debtors

. Creditors: amounts falling due Within one year . -
Net current liabilities -
" Total assets less current liabilities

Creditors: amounts falling dué after more than one year
. Prov1snons for llablhtles

Net assets -

Capital and reserves
Called-up share capital
Share premium account °

Profit and loss account

Shareholder’s funds

. Note

o100

10

11

12

13

14

15

16

17

19

2021

2022
£000 £000.
10,784 13,199
2,709- ' 3,702
40,968 41,077
54,461 57,978
29,595. 25,375
92,841 ' 69,278
122,436 94,653 -

(146,049)  (112,520)
(23:613)  (17,867)
30,848 - 40,111
(3,755) (3,589)

(6,767)  (7,180)
20,326 29,343
3,800 - 3,800
15,831 15,831 .

695 9,711
20,326 .

29,342

The ﬁnanc1a1 statements of Baker & Baker Pnoducts UK Limited (reglstered number 01478292) were approved by the
board of dxrectons and authon ised for issue on 21 September 2023 They were signed on its behalf by:

o]

P Jones
Director

17



Baker & Baker Products UK Limited
S ( :

Statement of changes in equity

At 31 December 2022 '

At 1 January ~2021 )

Profit for the financial year
Other comprehensive expense -

Total comprehensive income -
At 31 December 2021 .

. . " /
Loss for the financial year
Other comprehensive income

Total comprehensive expense

At 31 December 2022

Called-up_

Sharé Profit

share  premium and loss . ,
capital - account - account - Total
£000 £000  £000 £000
3,800 15,831 . 5441 - 25072
- . 4,274 4,274
- - C)) C)
. . 4,270 4,270
3,800 15831 . - 9711 . 29342
- - (9,305) (9,305)
.- - 289 - 289
- - (9016)  (9,016)
3,800 20,326

15,831 695



Baker & Baker Products Ui( Limited

Notes to the financial statements
_For the year ended 31 December 2022

L Accounting pOllCleS

The principal accounting policies are summarlsed below. They have all been applled consistently throughout the year
and the preceding year. : . :

a. General mformatlon and basis of accountmg

Baker & Baker Products UK Limited (“the Company )isa pnvate limited company limited by shares and mcorporated
and registered in the United Kingdom under the Companies Act, and registered in England and Wales. On 1 April 2021,
the company changed its name from CSM (United Kingdom) Limited to Baker & Baker Products UK Limited. The
address of the registered office is given on page 1. The nature of the Company’s operations and its principal activities
are set out in the Strategic Report on pages 2'to 6. ‘ . :

" The  financial statements have_béén prepared under the historical cost oonvention, in accordance with Financial
Reporting Standard 102 (FRS 102) issued by the Financial Reporting Council.

The functional cut*rency of the Comipany is considered to be pounds sterling because that is the currency-of the primary
economlc environment in which the Company-operates. . : '

The Company meets the definition of a.qualifying entity under FRS 102 and has therefore taken advantage of the
disclosure exemptions available to it in respect of its separate financial statements. The Company is consolidated in the . -
financial statements of its parent, Baker. & Baker Group Limited, which may be obtained at Companies House.
Exemptions have been taken in these separate Company financial statements in relation to financial instruments,
presentatlon of a cash flow statement and remuneration of key management personnel. _

b. Gomg concern

The Company’s business activities, together with an assessment of the various risks faced by the Company and the factors
likely to affect the Company’s future development and position, are set out in pages 2 to 6 of the Strategic Report.

‘The Company meets its day-to-day working capital requirements through its cash reserves and participates in the CSM - -
Bakery Solutions Limited centralised treasury arrangements with its parent and fellow subsidiaries. Cash balances are

. ‘swept up to the centralised treasury function on a daily basis. Baker & Baker Group Limited have indicated their
“willingness to continue supporting the Company as requ1red In September 2023, the Group agreed an additional £5m
' fac1llty secured aoamst the UK inventory.

. 'The directors have revxewed the Company’s forecasts and projections for a period of 12 months. from the date of approval

of these financial statements. These forecasts and projections, taking account of reasonably possible changes in trading
performance, arising out of current economic uncertainties, and making reasonable assumptions about exchange rate -
fluctuations, show that the Company should be able to operate within its existing facilities, including an intercompany
cash pool facility, until at least 12 months from the date of signing the annual report and financial statements. The
directors have considered the 1mpact of Covid-19 on trading and reviewed a range of potential scenarlos regarding the -
: progress:on of the pandemic.

On the basis of their assessment of the Company’s financial position, risks faced, confirmations recelved from the

"directors of Baker & Baker Group Limited in respect of future funding, the Company’s directors have a reasonable

expectation that the Company has adequate resources to continue in operational existence for the foreseeable future.
Thus they continue to adopt the going concern basis in preparmg the annual report and financial statements.’

c Consolulatton

The ‘Company is consolidated in the financial statements of its parent, Baker & Baker Group lelted which may be
obtained at Companies House. Exemptions have been taken in these separate Company financial statements in relation to

: financial instruments, presentation of a cash flow statement and remuneration of key management personnel. The results
-~ ofthe Company are included in ‘the consolidated accounts prepared by that company

d. Intanglble assets — Goodwill & Intellectual Property

- Positive goodwill represents the difference between the net asscts at book value of a subsidiary undertakmg and the
carrying value of the investment in the subsidiary prior to the transaction. Goodwill and intangible assets, which
comprises Intellectual Property i.e. customer lists, licences and, software are being amortised over a period of between
. 10 and 20 years, being the directors’ estimate of the useful economic life.
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Baker & Baker Products UK lelted

Notes to the financial statements (continued)
For the year ended 31 December 2022

Accountmg pollcles (contmued)

- d. " Intangible assets — Goodwill & Intellectual Proper{v (continued)

.Negatnve goodwill in excess of the fair values of the non- monetary assets acquired is credited to the profit and loss
account in the periods expected to benefit. The negative goodwrll is bemg amortised over a period of 20 years being
the directors’ estimate of the useful economic life. .

.

Intangible assets acquired as part of a business combination are measured at fair value at the acquisition date.
e Tangible fixed assets - '

Tangible fixed assets are stated at cost or 'valuation, net of depreciation and any provision for impairment. Depreciation
is provided on all tangible fixed assets, other than investment properties and assets in the course of construction and
freehold land, at rates calculated to write off the cost or valuation, less estimated resrdual value, of each asset on a
stralght-lme/reducmg balance basis over its expected useful life, as follows:

Freehold buildings ' o 40 years straight line basis.
Leasehold buildings ' " Term of lease,
Plant and machinery, fixtures & fittings (as in note 11) 10 years straight line basis

" Residual value represents the estimated amount which would currently be obtained ﬂom disposal of an asset, after
~ deducting estimated costs of disposal, if the asset were already of the age and in the condition expected at the end of its
useful life.

f Financial instruments

‘Fmanc1al assets and financial habnlmes are recognised when the Company becomes a party to the contractual provisions
of the instrument.

" Financial liabilities and equity instruments are classified according to the substance of the contractual arrangements
. entered into. An equity instrument is any contract that evidences a resndual interest in the assets of the Company after
deductmg all of its liabilities. C

(1) Financial assets and lzabzhtzes

All financial assets and liabilities are initially measured at transaction price (including transaction costs), except for
those financial assets classified as at fair value through profit or loss, which are initially measured at fair value (which -
is normally the transaction price excluding trarisaction costs), unless the arrangement constitutes-a financing transaction.
If an arrangement constitutes a financing transaction; the financial asset or financial liability is measured at the present
value of the future payments discounted at a market rate of interest for a similar debt instrument.

Financial assets and liabilities are only offset in the statement of financial position when, and only when there exists a
legally enforceable right to set off the recognised amounts and the Company intends either to settle on a net basns or to
realise the asset and settle the liability smultaneously

Debt instruments that comply with all of the condmon of paragraph 11. 9 of FRS 102 are classified as “basic’. For debt
instruments that do not meet the conditions of FRS 102.11.9, the company considers whether the debt instrument is
consistent with the principle in paragraph 11.9A of FRS 102 in order to determine whether it can be classified as basic.
" Instruments classified as ‘basic’ financial mstruments are measured subsequently at amortised cost usmg the effective
interest method.. ' '

With the exception of some hedgmg instruments, other debt mstruments not meetmg condmons of belng ‘basic’
* financial instruments are measured at fair value through profit or loss.

Commitments to make and receive loans which meet the condmons mentioned above are measured at cost (which may
be nil) less 1mpa1rment . :

Financial assets are derecognised when and only when a) the contractual rights to the cash flows from the financial
asset expire or are settled, b) the Company transfers to another party substantially all of the risks and rewards of
ownership of the financial asset, or ¢) the Company, despite having retained some; but not all, significant risks and
rewards of ownership, has transferred control of the asset to another party.
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‘Baker & ﬁaker Products UK Limited

Notes to the financial statements (continued)
For the year ended 31 December 2022

Accounting policies (cohtinued)

f. . Financial instruments (continued)

Financial liabilities are derecogmsed only when the obligation spemﬁed in the contract is discharged, cancelled or
expires. )

g Investments

_ Investments in subsidiaries are measured at cost less impairment. For investments in subsidiaries acquired for
consideration including the issue of shares qualifying for merger relief, cost is measured by reference to the nominal
value of the shares issued plus fair value of other consideration. Any premium is ignored.

h. Stocks

 Stocks are stated at the lower of cost and estimated selling price less coststo sell, which is equivalent to the net realisable

. value. Cost includes materials, direct labour and an attributable proportion of manufacturing overheads based on normal
levels of activity. Cost is calculated using the weighted average method. Provision is made for obsolete, slow—movmg
or defective items where appropriate..

i ~ Impairment of assets

" Assets, other than those measured at fair Valu_e, are assessed for indicators of impairment at each balance sheet date. If
there is objective evidence of impairment, an impairment loss is recognised in profit or loss as described below.

Non-financial assets

‘An asset is impaired where there is objectlve evidence that, as a result of one or more events that occurred after initial
recoghition, the estimated recoverable value of the asset has.been reduced. The recoverable amount of an asset is the
higher of its- fair value less costs to sell and its value in use. C

Where indicators exist for a decrease in impairment loss, the prior impairment loss is tested to determine reversal. An
impairment loss is reversed on an individual impaired asset to the extent that the revised recoverable value does not
lead to a revised carrying amount higher than the carrying value had no impairment been recognised.

Fi znancta[ assets

For f nancral assets carried at amortised cost, the amount of impairment is the difference bétween the asset’s carrying
amount and the present value of estimated future cash flows, discounted at-the ﬁnancnal asset’s ori gmal effective mterest
rate.

Financial assets (continued)

For financial assets carried at cost less lmpalrment the impairment loss is the difference between the asset’s carrying
amount and the best estimate of the amount that would be received for the asset if it were to be sold at the reporting
date. -

Where indicators exist for a decrease in impairment loss, and the decrease can be related objectively to an event
occurring after the impairment was recognised, the prior impairment loss is tested to determine reversal.

Animpairment loss is reversed on an individual impaired financial asset to. the extent that the revised recoverable value
. does not lead to a revised carrying amount higher than the carrying value had no impairment been recognised.

i . Taxation.
Current tax, including UK corporation tax and foreign tax, is plrovi‘ded at amounts expected to be paid (or recovered)
. using the tax rates and laws that have been enacted or substantively enacted by the balance sheet date.

. Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the balance sheet
date where transactions or events that result in an obligation to pay more tax in the future or a right to pay less tax in
the future have occurred at the balance sheet date. Timing differences are differences between the Company’s taxable
profits and its results as-stated in the.financial statements that arise from the inclusion of gains and losses in tax .

_assessments in periods different from those in which they are recognised in the financial statements.
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Baker & Baker Products UK Limited

Notes to the financial statements (continued)
For the year ended 31 December 2022

Accounting policies (continued)

i Taxation (contmued)

Unrelieved tax losses and other deferred tax assets are recognised only to the extent that, on the ba51s of all available
evidence, it can be regarded as more likely than not that there will be suitable taxable profits from which the future
reversal of the underlying timing differences can be deducted.

Deferred tax liabilities are recegnised for timing differences arising from investments in subsidiaries and associates,
except where the Company is able to control the reversal of the timing dlfference and it is probable that it will not
reverse m the foreseeable future.

Deferred tax is measured using the tax rates and laws that have been enacted or substantively enacted by the balance
sheet date that are expected to apply to the reversal of the timing difference. Deferred tax relating to non-depreciable
property, plant and equipment measured using the revaluation model and investment property is measured using the tax
rates and allowances that apply to sale of the asset. In other cases, the measurement of deferred tax liabilities and assets
reflects the tax consequences that would follow from the manner in which the group expects at the end of the reporting
period, to recover or settle the carrymg amount of its assets and liabilities. -

Where items recogmsed in other comprehensnve income or equity are chargeable to or deductlble for tax purposes, the
resulting current or deferred tax expense or income is presented in the same component of comprehensive income or.
_equity as the transaction or other event that resulted in the tax expense or income.

Current tax assets and liabilities are offset only when there is a legally enforceable right to set off the amounts and the
Company intends either to settle on a net basis or to realise the asset and settle the liability simultaneously.

Deferred tax assets and liabilities are offset only if: a) the Company has a legally enforceable right to set off current tax
assets against current tax liabilities; and b) the deferred tax assets and deferred tax liabilities relate to'income taxes
levied by the same taxation authority on either the same taxable entity or different taxable entities which intend either
to settle current tax liabilities and assets on a net basis, or to realise the assets and settle the liabilities simultaneously, -
in each future period in which 51gn|ﬁcant amounts of deferred tax liabilities or assets are expected to be- settled or
recovered.

J- Turnover

Turnover, which excludes value added tax, represents the invoiced value of goods and services supplied, recognised on
despatch, net of promotional discounts when the risks and rewards of ownership are transferred.

k. Foreign Currency

Trading transactions denominated in foreign currencies are translated into sterling at the exchange rate ruling on the
date of the transaction. Monetary assets and liabilities denominated in foreign currencies at the balance sheet date have
been retranslated into sterling at the rates current at that date. These transaction differences are dealt with in the profit
and loss account.

L Leases

Assets held under finance leases, hire purchase contracts and other similar arrangements, which confer rights and
obligations similar to those attached to owned assets, are capitalised as tangible fixed -assets at the fair value of the .
. leased asset (or, if lower, the present value of the minimum lease payments as determined at the inception of the lease)
and are depreciated over the shorter of the lease terms and their useful lives.

The capital elements of future lease obligations are recorded as liabilities, while the interest elements are charged to the
profit and loss.account over the period of the leases to produce a constant periodic rate of mterest on the remaining
balance of the liability. : . :

Rentals under operating leases are charged on a straight-line basis over the lease term, even if the payments are not
made on such a basis. Benefits received and receivable as an incentive to sign an operatmg lease are snmllarly spread
on a straight-line basis over the lease term. ‘
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Baker & Baker Products UK Limited

" Notes to the ﬂnancial statements (eqntinued)
For the year ended 31 December 2022

Accounting policies (continued)

m. Pensions-

For the funded and unfunded retirement benefit schemes the amounts charged to operating profit are the current services
costs and gains and losses on settlements and curtailments. They are included as part of staff costs. Past service costs
are recognised immediately in the profit and loss account if the benefits have vested. If the benefits have not vested
immediately, the costs are recognised over the period until vesting occurs. The interest cost and the expected return on

_assets are shown as a net amount of other finance costs or credits adjacent to mterest Actuarial gams and losses are
recognised immediately in the statement of total recognised gains and losses.

Where the defined benefit scheme is funded, the assets of the scheme are held separately from those of the Company,
in separate trustee administerred funds. Pension scheme assets are measured at fair value and liabilities are measured
on an actuarial basis using the projected unit method and discounted at a rate equivalent to-the current rate of return on

. a high quality corporate bond of equivalent currency and term to the scheme liabilities. The actuarial valuations are
obtained at least tri-annually and are updated at each balance sheet date. The resulting defined benefit asset or liability,
-net of the related deferred tax, is presented separately after other net assets on the face of the balance sheet. -

- For defined contribution schemes the amount charged to the profit and loss account in respect of pensron costs and '
other post-retirement benefits is the contributions payable in the year. :

o. Transactions with related parties

The Company has taken advantage of the"exemption permitted by Financial Reporting Standard 102, ‘Related Party
Disclosures’ not to disclose any transactions with other wholly-owned group companies as it is a subsidiary which has 100
per cent or more of its voting rights controlled within the group and whose ultimate parent prepares consolidated accounts.

p. Government grants .

Government grants are recognised based on the accrual model and are measured at the fair value of the asset received
or receivable. Grants are classified as relating either to revenue or to assets. Grants-relating to revenue are recognised
in income over the period in which the related costs are recognised. Grants relating to assets are recognised over the
expected useful life of the asset. Where part of a grant relatmg to an asset is deferred it is recogmsed as deferred
income.

q. Provisions

Provisions are recognised when the Cornpany has a presentiobligatibn (legal or constructive) as a result of a past event,
it is probable that the Company will be required to settle that obligation and a reliable estlmate can be made of the
" amouint of the obligation.

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

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third party, '
a receivable is recognised as an asset if it is virtually certain that reimbursement will be received and the amount of the
receivable can be measured reliably.
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Baker & Ba_ker.Prodﬁcts UK Limited

/

Notes to the financial statements (c‘ontinued)
For the year ended 31 December 2022

2. Critical accounting judgements and key sources of estimation uncertainty

In the application of the Company’s accounting policies, which are described in note 1, the directors are required to
make judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are not readily
apparent from other sources. The estimates and associated assumptions are based on historical experience and other
factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptlons are reviewed on an ongomg basis. Revisions to accountmg estimates are
recogmscd in the period in which the estimate is revised if the revision affects only that period, or in the perlod of the
* revision and future periods if the revision affects both current and future periods.

_ Critical judgements in applying the Company-s accounting policies
.- The directors do not consider there to be any critical accounting judgements that must be applied. -
Key sources.of estimation uncertainty

" The Company makes estimates and assumptions concerning the future. The resulting accounting esvtimates‘ will, by
definition, seldom equal the related actual results. The estimates and assumptions that have a significant risk of causing
a material adjustment to the carrying value of assets and liabilities within the next financial year are addressed below:

Impairment of goodwill

Determining whether goodwill is impaired requ1res an estimation of the value in use of the cash generating units to

which the goodwill has been allocated. The value in use calculation requires the entity to estimate the future cash flows -
- expected to arise from the cash generating unit and a suitable discount rate applled in order to calculate present value.

The carrying value of goodwill is £10,784k (2021 £13 199k)

Dilapidation Provision :
A number of manufacturmg facilities are leased by the Company, with a remaining lease term of three to fifteen years.
The lease contracts require the facilities to be restored .to their original states. Therefore a provision is requlred for -
anticipated site restoration costs on each leased property. The carrying amount of the Dilapidations provision as at the
balance sheet date was £5,755k (2021: £5,704k). The following table depicts the increase/ (decrease) in the dilapidation
provision due to an indicated change in the key assumption, cost per. square foot.:

£-per-sqft
a ) . 10.0% / (10.0%)
" Dilapidation provision movement . ) ) 575k / (575k)
3. Turnover
An analysis of the Corﬁpany’s turnover by class of business is set out below. - _
2022 2021
£000 L£000
Turnover: : ‘ ' ‘
Bakery products . : 223,035- 205,883

223,035 205,883

* An analysis of the Company’s turnover by geographical market is set out below.

2022 2021

£000 £000
Turnover: . : , : : .
United Kingdom . . 216,925 200,485

Other European countries - N 6,110 5,398
‘Rest of the world ' . - -

223,035 205,883
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' Baker &- Baker Products UK Limited

Notes to the financial statements (continued)
For the year ended 31 December 2022

4. Other Operating Income

2022 2021

| £000 £000
Government Grants-CIRS ‘ S | | S 790,

As a result of the Covid-19 pandemic, the Company has benefited from £nil (2021: £790k) of government assistance-

* programmes in the form of employee support schemes. In line with FRS102 5.24, this income is recognised in the

_ income statement at the date at which the conditions attached to receipt of such a551stance have been met, in the period
it becomes receivable. The Company has not directly benef ted from any other forms of govemment assnstance

' ‘5. Finance costs (net)
' 2022 - 2021
£°000 £°000
Interest payable and snmllar expense 4 : ' ) 937 365
‘Interest payable to group companies I T . . 2,443 . 1,711
Interest receivablé from group compames , , (1,991) g -
Foreign exchange (gams)/losses . : ' : 4,648 - (4,971
Other finance costs . o . 716 . 748
16,753 (2,147)
6. Profit/(loss) be-fore taxation )
Profit/(loss) before taxation is stated after (crediting)/charging: ‘
‘ o ‘ : = ‘ 2022 2021
A . : £000 £°000
Depfecnatnon of tangible ﬁxed assets — owned . : - 5,259 4,665
Depreciation of tanglble fixed assets — leased - 145 216
~ Amortisation of goodwnll ‘ . 2415 1,983
" Amortisation of other intangible assets ' . ) - Lioo . - 325
Research and development : . 2,216 2,185
Operating lease rentals L - T ' ' . 2,044 ¢ 2276
Foreign exchange (gainS)/ losses 4 ’ . o : . 4,648 . (4,971
Fees payable to the Company 'S audltor for‘the audit of the Company’s
‘annual accounts: : _ - :
Total audlt fees _ o . Co124 93
Fees payable to the Company S audltor and its associates for other serwces
“to the Company: - . ,
-Taxation compliance services . : .. 60 67
Other services ) . . I 5
. Total non audit fees . o : T : 61 - 72
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‘Baker & Baker Products UK Limited

Notes to the financial stafements.(continued)
For the year ended 31 December 2022

7. Slgnlﬁcant non-recurrmg items

Since the acquisition of the Company in July 2013 by Rhéne Capital, the Company has Iaunched a series of

“transformational strategic initiatives to reconfigure its cqnsollc_lated global workforce, reorganize business and support
resources by channels, and the global rollout of a single-instance SAP solution, an enterprise resource planning
software (referred to as "Global One™). The Company has experienced higher than normal general and admlmstratlve .

_expensesas it implements its strategy to consolidate, reorganize, and streamline the business.

The following table identifies the transformational costs and other charges by cost type:

Distribution costs
~Administrative expenses

2022 2021
£000 . £2000
60 147
4,073 1,533
4,133 1,680

The table below depicts the transformational costs and other charges included in the consolidatéd income statements. .
Not all of these charges meet the criteria of restructuring activities, as defined under FRS 102 Section 21. 11C

Provisions, Contmgent Liabilities and Contmoent Assets

Transformation
Other

8. Staff numbers and costs

The average monthly number of employees (including executive directors) was:

Production
Distribution

Sales _

Administration -

Their aggregate remuneration comprised:

. Wages and salaries
Social security costs , -
Other pension costs (see note 21)
Other employment costs '

2022 2021
£000 £000
1,932 2,232
2,201 . (552)
4,133 1,680
2022 2021
Number Number
1,252 1,273
34 34
90 - - 100 -
48 48
1,424 . 1,455
2022 2021
27000 . £000
43,036 43,229
4432 4,392
2,224 2,485
783 756 -
50,475.. 50,862
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8. Staff numbers and costs (contmued)

Aggregate dlrectors remuneratlon

Aggregate emoluments
Company contributions to pension scheme

. 2022

The aggregate emoluments of the hlghest paid dlrector was £291k (2021 £471k), mcludmg £21k (2021

conmbutlons to a money purchase pensnon scheme

9.. Taxon profit / (loss)
(a) Analysls of tax credit in the year

The tax credit comprises:

Current tax on profit / (loss)
UK corporation tax ’
UK corporatlon tax-adjustment in respect of pnor years

Total curr_ent, tax

‘Deferred tax o
Origination and reversal of timing differences
Adjustment in respect of prior years

Effect of ‘change_ in tax rates

Tetal deferred tax (see note'18)

Total tax on profit / (loss)

2021
£2000 £000
536 469
46 22
582 491
£20k)
2022 . 2021
£2000 “£2000
. 44
(212) 418
212) 462
(1,192) - 1,401
C s 268
(376) (779)
(1,568) - 890 -
(1,780) 1352
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9, Tax on profit / (loss) (continued) .
N()] 4 Factors affecting the current tax credit for the year *

‘The difference between the total tax credrt shown above and the amount calculated by applymg the standard rate of UK
corporatlon tax to the profit / (loss) before tax is as follows:

2022 2021

' _ _ £000 - £000

. Profit / (loss) before tax - 4 S . (11,085) 5,626

Tax on proﬁt / (loss) at standard UK corporatlon tax rate of 19% (2021 19%) S - (2,106) 1,069
Effects of: . . :

. Expenses not deductible for tax purposes - ) ' - 340 376
Effect of change in tax rates _ o . : L@76) 0 (779)
Losses . , 574 -
Adjustments in respect of previous periods - : i (212) 686 . -
Total tax credit for year - EEE - _ ©O(L,780) 1,352

The standard rate of tax applied to profit is 19% (2021: 19%). The Finance Act 2020 maintains UK ct)rporatidn tax at
19% for the financial | year begmnmg 1 April 2020 and same for the April 2021 financial year.

In the:2021 budget that was delwered on the 3 March 2021, it was announced that legrslatlon will be introduced in the

finance bill 2021 to set the main rate of corporation.tax at 25% for the Financial Year 2023, which will apply to profits
above £250k; and introduce a small profits rate of 19% for profit below £50k. Marginal relief provisions will be
introduced so that, where a company’s profits fall between the lower and upper limits, it will be able to claim an amount
of marginal relief that bridges the gap between the lower and upper limits- provrdmg a gradual increase ‘in the
Corporation Tax rate. This rate had not been substantively. enacted at the balance sheet date, and as the result the
deferred tax balances as at 31 December 2022 continue-to be neasured at the hybrld/full 25% rate noted above. The
estimated impact of the reversal of the corporatlon tax rate increase would be to reduce the deferred tax assets by
£1,142k.
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10. Intangible fixed assets

Intellectual Negative Software

. Goodwill property - goodwill £000 Total
A ' ' £°000 £000. . £000 £000 .
Cost or valuation . : : ' K . Lo '
At 1 January 2022 - ‘ 35,782 10,879 (16,672) - 29,989
Additions . ] : - ’ - ' - ©107 107
At 31 December 2022 ' o " 35,782 10,879 (16,6"/2). ‘ . 107 30,096
Amortisation . S I _ - _ :
At 1 January 2022 o (22,583) N VAYY))] 16,672 : - .(13,088)
Charge for year o . (2,415) . (1,088) - ) (12) (3,515)
At 31 December 2022 - (24,998) (8,265) ‘ 16,672 (12) ~ -(16,603)
Nét book value . . . : : . : o
At 31 December 2022 i - 10,784 2,614 I 95 . 13,493
At 31 be_cember 2021 : . 13,199 - 3,702 . - , ' - 16,901

Goodwill assets are amortised on a straight line basis over periods of 10 — 20 years, wnth remaining amorhzapon
périods between 1 — 10 years. These are the periods over which the directors estimate that the values of the
underlying busmesscs acqu1red are expected to exceed the value of the underlying assets. .

L Intellectual property assets are amortised on a straight line basis over perlods of 10 20 years.
Goodwnll impairment test -

The Company defmes a CGU for goodwill testing based on the way that it monitors and denves economic benefit

from the acquired goodwill. To determine whether the recoverable amount exceeds the carrying value, the Company

performs an annual lmpalrment test each year. The impairment test was completed as at 31 December 2022. At that
. date, the CGU’s carrymg amount was £55.7m (including £10.8 of goodwill-and £2. 7m of other mtanglbles)

The Compariy determined the recoverable amount of the CGUs using the Value-In-Use method employing the DCF
"approach. The material assumptions used to value the CGU using the DCF approach are sales growth rate; earnings
before interest, taxes, depreciation, and amortization margin; the discount rate; working capital as a percentage of

sales; and working capital investments required. The Company projected cash flows over a four-year period using a
combination of financial budgets approved by management and long-term plans. The long-term growth rate applled
for periods beyond the detailed management forecast is 1.9% for the CGU.

The discount rates applied to the cash flow projections are the WACC using an average market part1c1pant approach
and are as follows: .
31 December 2022
Pre-tax - Post-tax

© UKCGU . - o : . 11.9% 9.4%

Based on the Value-In-Use analysis, the recoverable amount for the UK CGU is £102.7m this value is hlgher than the
carrying amount at the valuation date therefore havmg £47.0m headroom. . ‘
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10. Intanglble ﬁxed assets (contmued)

The Company also performed sensitivity analysis as bélow to determine a range of possible impairment. The
+ following table depicts the mcrease/ (decrease) in estimated fair value of the CGU due to an indicated change in the
significant assumption: .

"Terminal, c . -
EBITDA " Terminal After tax
Margin . growth rate - WACC
. 0.5%/(0.5%) = 0.5%/(0.5%) 1.0% / (1.0%)
UK CGU - £m , 0.1/(10.)  55/48) (12.3)/16.1 .- -

A 50 basis-point decrease in terminal value EBITDA margin would not result in an irnpairment in UK CGU. -
A 50 basis-point decrease in the terminal growth rate would not result in an impairment in UK CGU.
A 100 basis-point increase in the discount rate assumption would not result in an impairment in UK CGU.

A11.v - Tangible fixed assets

Fixtures, .
. . _ fittings,  Assets in the
Land and Plant and tools and course of :
 Buildings ~ machinery equipment construction Total
£000 - £000 - £000 £000 - £000
.Cost or valuation . o _ o .
At 1 January 2022 S 21,821 59,930 13,866 - 3,163 - 98,780
.- Additions . e : o207 . 2,934 . 105 o213 . 5,376
Disposals ‘ - ' - - " (81) . (81)
Transfers : . 176 2,885 21 (3,082) ' -
At 31 December 2022 ' } 22,204 65,749 13,992 B 2,130 "~ 104,075
Depreciation : ) . o
At 1 January 2022 -+ 6,318 45,361 6,024 A - . 57,703
Depreciation A 1,037 - - 3,096 . 1,271 - 5,404
At 31 December 2022 . : o - 71,355 . 48,457 ‘ 7,295 ‘ - 63,107
. Net book value : : L
At 31 December 2022 - ‘ 14,849 - 17,292 . 6,697 2,130 40,968
At 31 December 2021 : - 15,503 _ 14,569 : 7,842 ‘ 3,163 . .-41,077.
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‘, Notes to the financial statements (continued)
For the year ended 31 December 2022

11.  Tangible ﬁ-xed assets (continued)’ . :
' ' 2022 2021

Land and buildings is split as follows: ‘ - ' . £2000 - £2000
Buildings ' : - ' 14,448~ 15102
Land - o ‘ . o 401 401

14,849 15,503

Assets held under Finance Lease
Included within the net book value of tanglble ﬁxed assets is £2,661k (2021 £2,753k) in respect of a building held under a
- finance lease. Depreciation for the year on the bulldmg was £145k (2021 £215k) .

Dilapidation previsions ' ' ) ’
. Included within the net book value of tangible fi xed assets is £5 755k (2020 £5,138k) in respectof a dnlapldatlon provisions.
Depreciation for the year was £467k (2021: £467k).
12. F ixed asset investments

2022 2021

. € €
Shares in Company undertakings and participating interests - ‘00 - . 100
The Company has mvestments in the following subsidiary undertakmg at year end:
Country of incorporation or Prmclpal '
principal business address activity Holding %
- Sale of
’ - bakery : o
Baker & Baker Ireland Limited - Ireland _ products  ‘Ordinary 100% -

All of the holdings above represent erdinary sharés directly held. All holdiﬁgs have been fully provided against. The
registered addréss of the subsidiary.is The Black Church,.St. Mary’s Place, Dublin, Republic-of Ireland. - . .

13.  Stocks ,
- 2022 2021
] . £000 - £°000 . )
Raw materials and consumables - A ) 16,645 8,944
Finished goods and goods forresale - . - : 12,950 . 16,431
29,595 - 25,375

There is no material difference between the balance sheet value of stocks and their replacement cost.
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14. Debtors

e o
2022 2021
: : £000 . £°000

Amounts falling due within one year: - _ . o
Trade debtors ' N ' ' 14,154 9,490
Amounts owed by fellow group undertakings : . : - 68,572 53,020
Other debtors . ) . C 2,225 2,470
Prepayments and accrued income . : ) ) 3,133 1,050
Deferred tax asset (see note 18) . ' ' 4,757 - 3,248

92,841

69,278

. Amounts owed by group undertakings is made up of intercompany debtors which are unsecured and repayable on

demand. Interest is applied by. Deutsche Bank to the cashpool at Euribor rate plus 25 BPS.

15.  Creditors: amounts falling due within one year

2022 - 2021
£000 £°000
Obligations under finance leases and hire purchase contracts o . 687 806
Trade creditors . . 33,165 28,207
Amounts owed to parent undertakings h : 6,704 4,109
Amounts owed to fellow group undertakings ' ' ‘ 91,941 73,858
Other taxation and social security : . . oo 48
" Other creditors: . : . : o 11,983 3,423
Corporation tax ) . 44 44
Accruals and deferred income o ' 1,525 2,025
112,520

146,049

Amounts owed to parent and group undeitakings is made up of intercompany creditors which are unsecured and

-repayable on demand. Interest is applied by Deutsche Bank to the cashpool at Euribor rate plus 25 BPS.

16.  Creditors: amounts falling due after moré than one year

2022 2021
£000 " £°000
Obiigations under finance leases and hire purchase contracts - - . ’ - 3,755 3,589
Finance leases :
The total value of future minimum lease payments is: : :
N : 2022 2021
£000 ~£°000
Less than one year ) . . C . 687 . 806
Between one and five years : A ' ' 2911 3,391
After five years . o . ' 844 198
4.442 4.395

Finance lease includes the property at the Wirral site. The current lease expirés in April 2041, with annual review of

‘rent. - :
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17. . Provisions for liabilities

At Januafy 2022
(Relcased)/Charged to profit and loss
account .

At 31 Deqémbef 2022

Provision for net defined benefit
scheme deficit (see note 21)’

Total

Onerous -
lease Dllapldatlons :
provision -~ provision Total
. £000 '£2000 £000
163 5,704 5,867
(163) - 51 (112) - .
- 5,755 5,755 -
1,012 -

' 6,767

Provisions as at 31 December 2022 includé a £nil (2021: £163k) onerous lease provision, which was utilised over the

_ period to December 2022. The lease relates to one property that the Company has vacated, but the Company remains
liable under the terms of the lease. The dilapidation provision is in respect of. liabilities for dilapidations on

-manufacturing facilities leased by the Company. The leases have a remaining lease term of three to fifteen years. -

18.  Deferred taxation

" (@)  The total deferred tax recogniséd in the balance sheet is as follows:

Atl January '

" Deferred tax charge in the proﬂt and loss account
Deferred tax charge in comprehensnve income
Adjustment in respect of prior years .

A_t 31 December (see note 14)

(b) - Deferred taxation comprises:

Fixed asset timing differences )
Short term timing differences - trading
Losses

"Net deferred tax asset

2021

2022
£°000 £000
3248 - . 4,138
1,568 - . (647)
(59) - 25
oL (268)
4,757 3,248
2022 - 2021
£2000 £000
1,991 2,301
754 947
2,012 -
. 4,757 3248
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18.  Deferred taxation (continued)

Deferred tax assets and liabilities are offset only where the Company has a legally enforceable right to do so and where -
the assets and liabilities relate to income taxes levied by the same taxation authorlty on the same taxable entity or

another entity within the Company.

There is no expiry date on timing differences, unused tax losses or tax credits. No unprovided deferred tax in the year.

19. . Called-up share capital and reserves

Allotted, called-up and fully-paid
3,800,101 ordinary shares of £1 each

The Company has one class of ordinary shares which carry no right to fixed income.

The Company’s other reserves are as follows:

The share premium reserve contains the premium arising on issue of equity shares, net of issue expenses.

The profit and loss reserve represents cumulative profits or losses net of dividends paid and other adjustments.

20. Financial commitments

Total future minimum lease payments under non-cancellable operating leases are as follows:

‘s

- within one year
- between one and five years
- after five years

' 21. Employee benefits

Defined contribution schemes ,

. 2022
Land and
buildings
£°000

11,903 -
6,382

' 15,243

24,028

Other
£000

245
650
281

1,176

2022 2021
£ £
3,800,101 3,800,101
. 2021
Land and .
buildings Other -
£000 £°000 .
1,923 230
5,602 108 .
14,000 -
21,525 338

The Company operates defined contribution retirement benefit schemes for all qualifying employees. The total expense

charged to the profit or loss account in the'year ended 31 December 2022 was £2,224k (2021: £2,485k).

Unfunded Retlrement Benefit Scheme

" The Unfunded Retlrement Benefit Scheme, is a defined benefit scheme funded entirely by employer contributions;

there are no assets to back up the fund. The Company pays unfunded and unapproved pensions directly to ex gratia
pensioners from a provision made under restructuring in 2002 and 2003. The independent actuaries, Towers Watson,
have performed a valuation as at 31 Decémber 2022; the last full actuarial valuation was in 2009. The pension scheme
liability shown below includes an amount of £1,012k (2021: £1,313k) in respect of the Unfunded Retirement Benefit
Scheme. The expense récognised in the profit or loss account in the year ended 31 December 2022 was £115k (2021:

£19K).
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21. Employee beneﬁts (continued)
Unfundea’ Retirement Benef it Scheme (continued)

. Under FRS 102, the deferred tax asset arising on the post-employment beneﬁt scheme is now mcluded wnthm the.
deferred tax on the balance sheet

The major ﬁnanmal assumptlons used to calculate the liabilities of the Unfunded Retirement Beneﬁt Scheme as at
31 December 2022 are-as follows
2022 % per 2021 % per

N

" annum annum
'Discount rate for scheme liabilities L ' _ ' 475 1.50
Rate of increase to pensions in payment , g ' ' 3.05 " 345
Inflation- = , ' g I , 3.20 3.75
Movements ih the present value of the schemes liabilities were as follows: .
’ | 2022 2021 -
£000 .  £000 .
At 1 January | o - : 1313 1,329
Interest cost - . ) : ] - 115 19°
Actuarial (gain)/loss o : A A (348) 29
Benefits paid . ' ' , C . . . (68) 64)
At 31 December - . S i} CLe12 - 1313

Mortality assum ptions

"Valuation at 'Va!uation_at
2022 (years): 2021 (years)

Male currently age 74 . ’ o = ' . 132 . 14.8

. Male currently age 59 ' : _ 139 .~ .. 157
. 'Female currently age 74- ' ' 156 17.4

Female currently age 59 o 16.7 18.5

The cumulative amount of actuarial gains and losses recogmsed in the statement of comprehenswc income since the
recogmtlon of the pensnon scheme is £882k (2021: £1 230k)

22. Group borrowing facility

Baker & Baker Products UK Limited, has granted to- the lenders of Baker & Baker Group Limited and fellow group
. companies security interests in all its material assets, including capital stock or other equity interests, substantially all
other assets, real estate, intercompany loans and any proceeds from the foregoing.

“23.  Related p‘lrty transactions’

Amounts owed by and owed to parent and group undertakings are reported in debtors (note 14) and credltors (note 15)
these unsecured and repayable on demand. Related party transactions are: conducted in line with the Group’s transfer
pricing policy: -
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24. ‘ Controlling party

. The immediate parent Company is Baker & Baker Netherlands Holdings BVa Company mcorporated in the
Netherlands, and the ultimate controllmg party is- Rhone Capital IV L.P, a Company mcorporated in the United States.

The smallest group into which the results of Baker & Baker Products UK Limited are consolidated is Baker & Baker.
Group Limited, the reglstered address of this Company is Stadium Road, Bromborough Wirral, Umted Kingdom,
CH62 3NU..

The largest group into which the results of Baker & Baker Products UK Limited are consolldated is Mill Luxembourg
Holdings 1 S.a.r.l, the reglstered address of this Company is 14, Rue Edward Streichen, L-2540 Luxembourg, R.C.S.
Luxembourg: B176460.

.Copies of Baker & Baker Group Limited and Mill Luxembourg Holdmgs 1 S.a.r.l.’s consolidated fi nanclal statements
can be found from their reglstered addresses above.

25. Post Balance Sheet Events

On 12 September 2023, the Company issued 2 ordinary shares for a total consideration of £22.7m in favour of its

© parent undertaking, Baker & Baker Netherlands Holding BV. The obligation to pay the subscription price has been
offset against the inter-company liability due to Baker & Baker Netherlands Holding BV. The share subscrlptlon has
no impact on the Company s balance sheet as at 31 December 2022.

" In September 2023 Baker & Baker UK Products lelted secured a £5m asset-backed debt facrllty secured on the UK
business inventory. :
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