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Directors’ report

The Directors submit their report and the audited financial statements for the year ended 31 December 2006

Business review and principal activities

The principat actwity of the Group 1s the specialist supply of frozen, chilled and ambient foods as well as catering supplies and
equipment to the catering industry Brake Bros Limited 1s a hmited company incorporated, domiciled and operating in the
Urited Kingdom

The results for the Group for the year are set out in the consclidated income statement on page 6

The results for the Group show a pre-tax profit of £68 8m (2005 £4 6m loss) for the year and revenue of £1,638 3m (2005 £1,628 3m) Net
cash inflow from operating actmvities for 2006 was £100 9m {2005 £55 9m)

Princapal risks and uncertainties

The directors of the ulumate parent undertaking, Brake Bros Holding | Limited manage the group’s nisks and performance at the ultimate
group level, rather than at a lower group level For this reason a discussian of the Group's nisks, together with an analysis using key
performance indicators has not been included by the Company's directors The principal risks and uncertainties, together with the
development, performance and position, and an analyss using key performance sndicators of the Brake Bros Holding | Limited group, which
include those of the company and group, are discussed on page 2 of the group’s annual report, which does not form part of this report

Future outlook
The Directors are confiderit that the level of profitability of the Group will continue in the next year

Dividends
No intenim dividends (2005 £rnil) have been paid and the Directors do not recommend a final dividend (2005 £nl)

Directors and their interests

The directors who held office duning the year are given below
B Deschamps

JLRice

1D Power

F J McKay (appointed 3 January 2006}

At the date of his appointment F J McKay held no shares in the Company's ulimate parent Brake Bros Holding  Limited, but at the year
end held 3,157 B and 470,498 C4 ordinary shares of 1p each and 826,384 deferred shares of 1p each

At the beginning of the year, | D Power held 20,000 B, 30,000 C1 and 10,000 C2 ordinary shares of 1p each and at the end of the year
held 7,286 B, 10,930 C1, 3,643 C2 and 38,138 deferred shares of 1p each in the Company’s ulumate parent Brake Bros Holding | Limited
The interests of the other Directors at the end of the financial year (n the shares of the Company’s ultimate parent Brake Bros Holding |
Limited are set aut in the annual report for that company

At the beginning of the year | D Power held 1,279 £1 nominal loan notes in the Company’s parent undertaking, Brake Bros Acquisition
PLC None of the Directors at the end of the financial year had any other interests in the ordinary shares or loan stock of any Group
undertaking at the end of the financial year, or at any time durning the financial period subsequent to ther appomntment as a director of
the Company

Since the end of the year | D Power resigned as a director on 22 January 2007, J L Rice resigned as a director on 23 January 2007 and
M R C Fearn was appointed as a director on 22 January 2007

Employment report

The Group aims to keep employees aware of all matenal factors affecting them as employees and the performance of the Group and
ther respective businesses It encourages good communication through regular meetings between management and staff, enabling
senior managers to consult and ascertain employees’ views on all appropriate matters This 1s supplemented by regular briefings,
intranet and e-mail bulletins and divisional newsletters Employees are encouraged to parucipate in the performance of the Group by
way of bonus schemes

The Group employs around 8,500 people We provide extensive training and career development programmes It 1s our policy to
achieve and maintain a high standard of health and safety at work and to ensure everyone, regardless of race, religion or sex, and
including disabled people where reasonable and practicable, 15 treated in the same way as regards employment, traming, career
development and promotion Every effort 1s made to help with the rehabilitation of anyone disabled duning their employment, and to
that end we have embarked on an Employee Care Programme with our insurers




Creditor payment policy

The Group's policy I1s generally to agree terms of payment with suppliers to settle invoices accordingly The practice on payment
has been quantified under the terms of the Statement of Payment Practice Regulations The number of days’ suppliers invoices
included in trade payables at 31 December 2006 represented 59 days (2005 55 days) of annual purchases for the Group The
number of days’ suppliers invoices included in trade payables at 31 December 2006 represented 62 days (2005 60 days) of annual
purchases for the Company

Donations
The Group acuvely supports and encourages chantable activity in support of the community In addition, direct donations to chantable
organsations amounting to £10,000 (2005 £27,000) were made in the year No donations were made to any political party

Financial risk management
The Group has operations in the UK and Continental Europe and has debt financing which exposes it to a vanety of financial nsks that
include the effects of changes in foreign currency exchange rates, credit nsks, hquidity and interest rates

The board of directors have the responsibility for setting the nisk management policies applied by the Group The policies are
impfemented by the central treasury department that receives regular reports from the operating companies to enable prompt
identification of financial nsks so that the appropriate actions may be taken The Group has a policy and procedures manuat that sets
out specific guidelines to manage foreign exchange risk, interest rate nisk, credit risk and the use of financial Instruments to manage
these

(a) Foreign exchange risk
The Group has operations in the UK and Centinental Europe (all within the Eurozane) The Group 1s exposed to foreign exchange nsks
primarly with respect to the euro

(b) Interest rate risk
The Group has both interest bearing assets and interest bearing habiliies The Group maintains assets and liabiities at both fixed and
floating rates of interest to generate the desired interest profile and manage the Group's exposure to interest rate fluctuations

{c) Credit risk
The Group has no significant concentrations of credit sk The Group has implemented policies that require appropriate ¢redit checks
on potential customers before sales commence

(d) Liquidity nsk
The Group actively mantains a mixture of long-term and short-term faalities, including amounts funded from group undertakings that
are designed to ensure the Group has sufficient available funds for operations and planned expansions

Auditors

The Company passed an Elective Resolution on 18 March 2003 in accordance with the Companies Act 1985 dispensing with the
obhgation to hold Annual General Meetings and appoint auditors annually Accordingly PricewaterhauseCoopers LLP shall remam in
office until the Company or PricewaterhouseCoopers LLP otherwise determine

$o far as the Directors are aware, there 1s no relevant audit information of which the auditors are unaware and the Directors have taken
all steps that they ought to have taken as Directors in order to make themselves aware of any relevant audit information and to establish

that the Company's auditors are aware of that information

Approved by the Board of Directors and signed on its behalf by

Al Whitehead Registered office

Sefgretary Enterpnse House

20 April 2007 Eureka Business Park
Ashford |
Kent
TiN25 4AG

Reqistered Number 2035315




Statement of Directors’ responsibilities

Company law requires the Directors to prepare financial statements for each financial penod that give a true and fair wew of the state of
affarrs of the Company and of the Group and of the profit or loss of the Group for that peniod

In prepanng the financial statements, the Directors are required to
- Select suitable accounting policies and then apply them consistently,
- Make judgements and estimates that are reasonable and prudent,
- State that the financial statements comply wath IFRS, and
- Prepare the financial statements on the going concern basis, unless it 1s nappropnate to presume that the Group will continue In

business
The Directors confirm that they have complied with the above requirements in preparing the financial statements

The Directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any tme the financial
position of the Company and the Group and enable them to ensure that the financial statements comply with the Compames Act 1985
They are also responsible for safeguarding the assets of the Company and the Group and hence for taking reasonable steps {or the

prevention and detection of fraud and other rregulanties

The Directors acknowledge their responstbility for the maintenance and integnity of the Group's websites Information publshed on the
internet 1s accessible in many countries with different legal requirements Legislation in the United Kingdom governing the preparation

and dissemination of financial statements may ciffer from legislation in other legal junsdictions

Approved by the Board of Directors and signed on its behalf by

A JiWhitehead
Secretary
20 Apnl 2007




Independent Auditors’ report to the members of
Brake Bros Limited

We have audited the Group and Parent Company financial statements (“the financial statements*) of Brake Bros Limited for the year ended
31 December 2006 which compnse the consolidated income statement, the consolidated balance sheet, the Company balance sheet, the
consolidated and Company cash flow statements, the Group and Company statements of recogmised income and expense, the accounting
policies and the related notes These financial statements have been prepared under the accounting policies set out therein

Respective responsibilities of Directors and Auditors

The Directors’ responsibilities for preparing the Annual Report and the financial statements in accordance with applicable law and
International Financial Reporting Standards (IFRSs) as adopted by the European Union are set out in the Statement of Directors’
Responsibilities

Our responsibility 1s to audit the financial statements in accordance with relevant legal and regulatory requiremenits and International
Standards on Auditing (UK and Ireland) This report, including the opinion, has been prepared for and only for the Company's members
as a body in accordance with Section 235 of the Companies Act 1985 and for no other purpose We do not, in giving this opinion, accept
or assume responsibility for any other purpose or to any other person ta whom this report 1s shown or into whose hands it may come

save where expressly agreed by our prior consent in writing

We report to you our opinion as to whether the financial statements give a true and fair view and have been properly prepared in
accordance with the Companies Act 1985 We report to you whether, in our opinion, the information given (n the Directors’ report 1s
consistent with the financial statements We also report to you if, in our opinion, the Company has not kept proper accounting records, if
we have not receved all the information and explanations we require for our audtt, or If iInformation specified by law regarding Directors’

remuneration and transactions 1s not disclosed

We read other information contained in the Annual Report and consider whether it 1s consistent with the audited financial statements The
other information comprises enly the Directors’ report We consider the implications for our report if we become aware of any apparent
misstatements or material iInconsistencies with the financial statements Our responsibiliiies do not extend to any other information

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland} 1ssued by the Auditing Practices Board
An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial statements It also
includes an assessment of the significant estmates and judgements made by the Directors in the preparation of the financial
statements, and of whether the accounting policies are approprate to the Group’s and Company’s circumstances, consistently applied

and adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order to
provide us with sufficient evidence to give reasonable assurance that the financial statements are free from matenal misstatement,
whether caused by fraud or other rregulanty or error In forming our opinion, we also evaluated the overall adequacy of the presentation

of information in the financial statements

Opinion

In our opinion

- The Group financial statements give a true and fair view, In accordance with IFRSs as adopted by the Eurepean Union, of the state of
the Group's affairs as at 31 December 2006 and of its profit and cash flows for the year then ended,

- The Parent Company financial statements give a true and fair view, in accordance with IFRSs as adopted by the European Union as
applied in accordance with the provisions of the Companies Act 1985, of the state of the Parent Company's affairs as at
31 December 2006 and of its cash flows for the year then ended,

- The financial statements have been properly prepared in accordance with the Companies Act 1985, and

- The information given in the Directors’ report 1s consistent with the financial statements




Separate opinion in relation to IFRSs
As explained in the accounting policies, the Group in addition to complying with IFRSs as adopted by the European Union, has also
comphed with the IFRSs as issued by the International Accounting Standards Board

In our opinion the Group financial statements give a true and fair view, tn accordance with IFRSs, of the state of the Group's affairs as at
31 December 2006 and of its profit and cash flows for the year then ended

“ y /,(;‘M Lt
PricewaterhouseCoopers LLP
Chartered Accountants and Registered Auditors

Gatwick
20 April 2007




Consolidated income statement

For the year ended 31 December 2006

Before
exceptional Exceptional Total
2006 items tems 2005
Notes £m £m fm £m
Revenue 1 1,638 3 1,628 3 - 16283
Operating costs {1,558 4) {1,565 3) {552} (1.6205)
Operating profit 1 799 630 (55 2) 78
Interest payable and simular charges 2 {18 9) (19 4) - 19 4
Interest recevable 2 78 70 - 70
Profit / (loss) on ordinary activitias before taxation 68 8 506 {55 2) 4 6)
Taxation 3 {95 7 4 128 54
Profit for the year after taxation 5¢3 432 424 08
Loss attnbutable to minority interests - ©1 - on
Profit attributable to equity shareholders 20 593 433 {42 4) 09
593 432 {42 4) 08

There were no exceptional items in 2006




Statements of recognised income

and expense

For the year ended 31 December 2006

Group Company

2006 2005 20046 2005

Notes £m fm fm £m

Profit / (loss) for the hnancial year 593 08 386 {152)
Net exchange differences on foreign currency translatrons {14) 19 - -
Cash flow hedges - net fair value losses o1 - - -
Actuanal gans / {losses) on defined benefit pension scheme 16 115 72 11 6 71
Deferred tax on items taken directly to equity 3 34 22 (34) 22
Net income / {expense) not recogrised in income statement 56 69 82 49
Yotal recogmsed icome / {expense) for the year 659 61 368 (20 1)
Attributable to minonty nterests - 02} - -
Aztributable to equity shareholders 459 {59 46 8 (201)
659 [CR) 46 8 (20 1)




Consolidated balance sheet

As at 31 December 2006

2006 2005
Notes £m fm £m fm
Assets
Non-current assets
Goodwill 5 1000 1014
Intangible assets & g8 83
Property, plant and equipment 7 1633 1654
Deferred tax assets 17 351 225
Overseas taxation 01 07
3073 2993
Current assets
Inventories 9 542 528
Trade and other recevables 10 245 3 214 46
Cash and cash equivalents 1 1013 782
4008 3454
Liabilities
Current habilittes
Financral habilities - borrowings 14 237 (55 7)
Financial habilities - derivative financial instruments 15 (b) {0 1) -
Trade and other payables 12 (335 8} (290 0)
Current tax habilities 13 {52) 53
(364 &) (351 0)
Net current labilities 362 54
Non-current habilities
Financial liabihties - borrowings 14 (140 6) {1237
Pension scheme labilities 16 {16 6) (49 8)
(157 2 {1735}
Net assets 186 3 1204
Shareholders’ equity
Called up share capital 18 54 S4
Shared premium account 2 308 308
Other reserves 20 31 (18)
Retained earnings 20 1530 855
Total shareholders’ equity 1861 1201
Minonty interest in equity 21 02 03
Total equity 21 186 3 1204

The financial statements on pages 6 to 40 were approved by the Board of Directors on 20 April 2007 and were signed on its behalf by

WUJ\/\—

MR C Fearn
Director




Company balance sheet

As at 31 December 2006

20046 2005
MNotes £m fm fm fm
Assets
Non-current assets
Goodwill 5 161 161
Intangible assets & 59 47
Property, plant and equipment 7 124 3 1264
Deferred tax assets 17 219 167
Investments in subsidiaries 8 204 4 204 4
3726 3583
Current assets
Inventories 9 322 3¢9
Trade and other recevables 10 1205 843
Cash and cash equivalents 1 853 &4 8
2380 1830
Liabilhities
Current habilities
Financial habilities - borrowings 14 {21 3) (537
Trade and other payables 12 (3229} (262 2)
Curcent tax habiities 13 (4 7) (48
{348 ) (3207)
Net current halilities {110 9) (137 7)
Non-current habihties
Financial labilities - borrowings 14 (387 lrali)
Pensian scheme habilittes 16 {14 8) {48 1)
{53 5) 69 3}
Net assets 208 2 1613
Shareholders’ equity
Called up share capital 18 54 54
Shared premium account 21 308 308
Other reserves 20 107 107
Retained earnings 20 161 3 1144
Total shareholders’ equity 21 208 2 1613

The financial statements on pages 6 to 40 were approved by the Board of Directors on 20 April 2007 and were signed on its behalf by

W/\v

MR C Fearn
Birector




Consolidated cash flow statement

For the year ended 31 December 2006

2006 2005

Notes £m £m fm fm
Cash flows from operating activities
Cash generated from operations 22 (a) 1118 657
Interest recerved 12 i0
Interest paid {11 8) (149
Tax (paid) / recewved {03 39
Net cash generated from operating activities 100 ¢ 55¢
Cash flows from investing activities
Purchase of property, plant and equipment (15 8) (20 6}
Purchase of intangible assets {4 0) {12 3)
Sale of property, plant and equipment and intangible assets 41 75
Sale and leaseback of property, plant and egquipment 30 -
Purchase of subsidhary undertakings and businesses 23 {0 3) 27
Net cash used in 1nvesting activities 130 (28 1)
Cash flows used n financing activities
Payments to parent undertakings 719 {1427}
Loan from parent undertaking 165 -
Loan drawdowns 01 1010
Loan repayments (05) {01
Debt ssue costs paid (0 3) 068
Finance lease capital repayments (8 4) (8 1)
Net cash flow used in financaing activities (64 5) {50 5)
Effects of exchange rate changes ©3) 02
Net increase / (decrease) in cash and cash equivalents 231 {22 %)
Cash and cash aquivalents at 1 January " 782 101 1
Cash and cash equivalents at 31 December 1 1013 B2
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Company cash flow statement

For the year ended 31 December 2006

Notes

2006
fm £m

2005
fm Em

Cash flows from operating actrvities

Cash generated from operations 22 (a) 955 147 6
Interest received 11 10
Interest pa:d (6 3) (10 5)
Tax (paid) / receved (0 2) 35
Net cash generated from operating activities 901 1416
Cash flows from investing activities

Purchase of property, plant and equipment 96 (150

Purchase of intangible assets (2 6) 1mmn

Sale of property, plant and eguipment and intangible assets 31 66

Sale and leaseback of property, plant and equipment 30 -

Purchase of subsichary undertakings and businesses 02 on

Net cash used in investing activities (6 3) 202)
Cash flows from finanaing activities

Payments to parent undertakings {71 9} (142 7)

toan from parent undertaking 165 -

Loan repayments {0 5) 01

Finance lease capital repayments (7 4) 710

Net cash flow used in financing activities (63 3) {149 9)
Net increase / {decrease) in cash and cash equivalents 205 (8 5)
Cash and cash equivalents at 1 January 1 648 933
Cash and cash equivalents at 31 Decembar 11 853 648

1"




Accounting policies

A. Basis of preparation

These financial statements are the consolidated financial statements
of Brake Bros Limited {“the Group”) and the entity financial
statements of Brake Bros Limited {"the Company”} for the year ended
31 Decernber 2006 These group consolidated financial statements
were authorised for 1ssue by the Board of Directors on 20 Apnl 2007

Following the European Urion's adoption of International Financial
Reporting Standards {(IFRS), the Group has adopted IFRS inits
consolidated and Parent Company finanoial statements for
accounting periods from 1 January 2005

These financial statements have been prepared in accordance with
IFRS, as adopted by the European Urwon and also as issued by the
International Accounting Standards Board, and International Financial
Reporting Interpretations Committee interpretations and with those
parts of the Companies Act 1985 applicable to companies reporting
under IFRS The financial statements have been prepared under the
historical cost convention except as modified by the revaluation of
certain financial instruments A summary of the more iImportant
Group accounting policies under IFRS is set out in note B

The preparation of financial statements in conformity with IFRS
requires the use of estimates and assumptions that affect the
reported amounts of assets and habilities at the date of the financial
statements and the reported amounts of revenues and expenses
during the reported period Although these estimates are based on
management'’s best knowledge of the amount, event or actions,
actual results ultimately may differ from those estimates The areas
involving a higher degree of jJudgement or complexity, or areas where
assumptions are significant to the consolidated financial statements
are disclosed below within cnitical accounting estimates and
assumptlons

(1} Standards, amendments and nterpretations effective in 2006 but
not relevant

The following standards, amendments and interpretations to
published standards are mandatory for accounting periods beginning
on or after 1 January 2006 but they are not relevant to the Group's
operations

- 1AS 21 (Amendment), Net investment in a foreign operation

- 1AS 39 (Amendment), Cash flow hedge accounting of forecast
intragroup transactions

- 1AS 39 (Amendment), The fair value option
- 1AS 39 and IFRS 4 (Amendment}, Financial guarantee contracts

- IFRS 1 (Amendment), First-ime adoption of international
financial reporting standards

- IFRIC 4, Determiring whether an arrangement contains a lease

- IFRIC 5, Rights to interests anising from decommissioning,
restoration and environmental rehabtlitation funds, and

- IFRIC &, Liabilities anising from participating in a specific market —
waste, electrical and electronics equipment

(n) Interpretations to existing standards that are not yet effective and
have not been adopted early by the Group

The following interpretation to an existing standard has been
published and 1s mandatory for the Group's accountng penods
beginning on or after 1 March 2007 or later periods but which the
Group has not early adopted

- IFRIC 11, 'IFRS 2 - Group and treasury share transactions’ IFRIC
11 addresses how to apply IFRS 2 to share based payment
arrangements in an entity, rather than a group, involving an
entity’s own equity Instruments or equity instruments of another
entity in the same group The Group will apply IFRIC 11 from
1 January 2008, but s not expected to have any matenal impact
on the Group’s accounts
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B Significant accounting policies

The Group's principal accounting policies adopted in the
preparation of these financial statements are set out below These
policies have been consistently applied to all the years presented,
unless otherwise stated

Basis of consochidation

These financial statements consolidate the financial statements of the
Company and all its subsidiary undertakings Subsidianies are entities
that are directly or indirectly controlled by the Group Subsicharies
include special purpose entities where the substance of the
relationship between the Group and the special purpose entity
ndicates that 1t 15 controlled by the Group

The purchase method of accounting 1s used to account for the
acquisibon of substdianes by the Group The cost of an acquisition 1s
measured as the far value of the assets given, equity instruments
issued and liabilities incurred or assumed at the date of the
exchange, plus costs directly attributable to the acquisition
Identfiable assets acquired and habilities and contingent habilites
assumed in 3 business combination are measured imitially at thewr far
values at the acquisition date, irespective of the extent of any
minonty interest The excess of the cost of the acquisition over the fair
value of the Group's share of the identifiable net assets acquired 1s
recorded as goodwill

Inter-company transactions, balances and unrealised gains on
transactions between group companies are eliminated Unrealised
losses are also elimmated unless the transaction provides evidence of
an imparment of the asset transferred

Revenue

Revenue compnses the farr value of the constderation receved or
recevable for the sale of products, net of value added tax, rebates
and discounts and after elminating sales within the Group

Revenue is recognised when the Group has delivered the products,
has transferred to the buyer the significant nisks and rewards of
ownership and when it 1s considered probable that the related
recavable 1s collectible Interest income 1s recogmsed on a time-
proportion basis using the effective interest method

Exceptional items

Where items of ncome and expense included in the income
statement are considered to be material, separate disclosure of therr
nature and amount 1s provided in the financial statements These
items are classiied as exceptionalitems The Group considers the
size and nature of an item both individually, and when aggregated
with similar items, when considering whether 1t 1s matenal




Property, plant and equipment
Property, plant and equipment 15 shown at hustonical cost less
subsequent depreciation and imparrment

Cost represents invoiced cost plus any other costs that are directly
attributable to the acquisition of the item The Group charges
borrowing costs to the income statement as they are incurred

Subsequent costs are included in the asset’s carrying amount or
recognised as a separate asset, as appropnate, only when itis
probable that future economic benefits associated with the stem will
flow to the Group and the cost of the item can be reliably measured
All other repairs and maintenance are charged to the income
statement duning the financial period in which they are incurred

No depreciation 1s provided on freehold land

Depreciation ts provided on all other property, plant and equipment
to write down their cost ar, where their useful economic lives have
been revised, therr carrying amount at the date of revision to their
estimated residual values on a straight line basis over the penods of
their estmated, or revised, remairning useful economic lives
respectively These lives are considered to be

Freehold buildings
Leasehold buildings

—between 17 and 40 years

— the period of the lease or 40
years whichever 1s the shorter

- between 5 and 10 years

- between 3 and 40 years

-between 3 and 5 years

Motor vehicles
Plant and equipment
Information technology hardware

Asset lives and residual values are reviewed each financial year

An asset’s carrying amount 1s witten down immedhately to its
recoverable amount if the asset’s carrying amount 1s greater than its
estimated recoverable amount

Profits and losses on disposals are deternmuned by comparing the
proceeds with the carrying amount and are recogmised within the
income statement

Investments in subsidiaries
Investments in subsidianes held as fixed assets are stated at cost less
a provision for any impasrment in value

Intangible assets

{a) Goodwill

Goodwill arising represents the excess of the cost of the acquisition
over the Group’s Interest in the net fair value of the dentifiable assets,
liabilhties and contingent Lhabiliies acquired

Goodwill 1s not subject to annual amortisation but 15 instead tested
annually for impairment and carried at cost tess accumulated
impairment losses Impairment losses are not reversed

Goodwill is allocated to cash generating units for the purpose of
impairment testing  The allocation 1s made to those cash-generating
units that are expected to benefit from the business combination n
which the goodwill arose

(b) Computer software

Acquired computer software hcences are capitalised as an intangible
asset on the basis of the costs incurred to acquire and bring into use
the specific software Directly attributable costs associated with the
development of software that are expected to generate future
economic benefits are capitalised as part of computer software

Where software costs are capitalised they are amortised using the
strarght-line basis to write them down to their estmated realsable
value over their useful economic lives, which are considered to be
between three and five years

The residual value and useful economic hfe are reviewed, and
adjusted If appropriate at each balance sheet date
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{c} Customer lists
Customer lists are acquired separately or as part of a business
combination

For those customer kists acquired separately, an intangible asset I1s
recogrised on the basis of the costs to acquire the customer list
together with any directly attnbutable costs of acquiring the asset

For those customer lists acquired as part of a business combination,
the fair value of the asset s recognised at the date of the acquisition,
in accordance with [FRS 3

Customer lists are amortised on a straight line basis over therr useful
economic lives, which are considered to be between 3 and 5 years
These are assumed to have no residual value at the end of thewr useful
econemic life

Impairment of assets

Assets that have an indefinite useful life are not subyject to
amortrsation and are tested annually for impairment Assets that are
subject to amortisation are reviewed for imparment whenever events
or changes in aircumstances indicate that the carrying amount may
not be recoverable Animpairment loss 1s recogrised for the amount
by which the asset's carrying amount exceeds its recoverable amount
The recoverable amount 1s the higher of an asset’s farr value less costs
to sell and value in use For the purposes of assessing impairment,
assets are grouped at the lowest levels for which there are separately
identhiable cash flows (cash-generating units)

Inventones

Inventornes are stated at the lower of cost and net realisable value
Cost comprises direct purchase costs and overheads that have been
incurred in bringing the inventones to their present location and
condition Direct purchase cost 1s calculated on a weighted average
cost basis Net realisable value represents the esumated selling price
less all estirnated costs of completion and costs to be incurredin
marketing, selling and distnibution

Trade recevables

Trade recewvables are recognised imually at fair value and
subsequently measured at amortised cost bess provision for
impairment A provision for imparment is established when there 15
objective evidence that the Group witl not be able to collect all
amounts due according to the onginal terms of recevables The
carrying amount of the asset s reduced through the use of a trade
recewvables impairment account, and the amount of the loss s
recogrised in the income statement within ‘trading profit’ When a
trade recewvable 1s uncoltectible it 15 written off against the trade
recewables imparrment account Subsequent recoveries of amounts
previously written off are credited in the income statement

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank (being the cash
book balance) and in hand, short-term deposits and other short-term
highly hquid investments with original matunties of three months or
less held for the purpose of meeting short-term cash commitments
Bank overdrafts are presented in current habilities to the extent that
there 1s no nght of offset with cash balances

Deferred taxation

A deferred tax asset or hability 1s recognised in full for all taxable
temporary differences, except that in accordance with IAS 12 ‘Income
Taxes' a deferred tax hability 1s not recogrised on the initial
recognition of goodwill nor in respect of goodwill for which
amortisation 1s not deductible for tax purposes

Deferred tax assets are recognised to the extent that it1s probable
that taxable profits will be available aganst which the deductible
temporary difference can be utifised




Employee benefits

Defined benefit pension plan

The Group operates a defined benefit funded pension scheme
cavenng a number of its employees The scheme 1s a contracted out
defined benefit scheme, providing final salary related benefits
accrued for each year of service  The scheme was made fully paid up
at 31 December 2003 and no further benefits are accruing to
members subsequent to this date

The charge in the iIncome statement in respect of the defined benefnt
pension scheme comprises the interest charge on pension habilities
offset by the expected return on pension scheme assets and 1s
recognised In interest payable and similar charges and interest
recewvable respectively

The liability recognised in the balance sheet in respect of the defined
benefit pension scheme 1s the present value of the defined benefit
obligation at the balance sheet date less the fair value of the plan
assets The independent actuary, using the projected unit credit
method and assumpuons agreed with the Group, calculates the defined
benefit abligation annually The present value of the defined benefit
obligation 1s determuned by discounting the estimated future cash flows
using interest rates of high-quality corporate bonds that have terms to
maturity approximating to the terms of the related penston liability

Actuanal gans and losses anise from expenence adjustments {the
effects of differences between previous actuarial assumptions and what
has actually securred) and changes in actuanal assumptions The Group
has chosen to adopt the amendments to IAS 19 ‘Employee Benefits’
which were endorsed by the European Union on 8 November 2005
Accordingly, actuanal gans and losses are recognised in full, in the year
they occur, in the statement of recognised income and expense

Defined contrnibution plan

For defined contribution plans, the Group pays contributions to
privately administered pension msurance plans on a contractual basis
The Group has no further payment obligations once the contributions
have been paid The contnbutions are recognised as an employee
benefit expense when they are due

Leases
Leases in which a significant portion of the nsks and rewards of
ownership are transferred to the Group are classified as finance leases

Assets acquired under finance leases are included in the balance
sheet as property, ptant and equipment and are depreciated over the
lease term The capital element of future rentals 1s treated as a
liability Rentals are apportioned between reductions of the
respective habihties and finance charges, which are dealt with under
interest payable in the income statement

Rentals paid under operating leases (those leases where a significant
portion of the nsks and rewards of ownership are retamned by the
lessor) are charged to the income statement on a straight line basis
over the term of the lease

Foreign currencies

Items included in the financial statements of the Group's subsidsary
companies are measured using the currency of the primary economuc
environment in which the subsichary operates (‘the functional
currency’) The consolidated financial statements are presented in
sterling, which is the Company's functional and presentational currency

Foreign currency transactions are translated into the functional
currency using the exchange rates prevailing at the dates of the
transactions

Monetary assets and habibhes denominated in foreign currencies are
translated into the relevant functional currency at the rates of
exchange ruling at the balance sheet date Differences ansing on
transtation are charged or credited to the income statement except
when deferred in equity as qualifying cash flow hedges or qualifying
net investrnent hedges
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The income statements of foreign subsidiary companies are
translated into sterling at monthly average exchange rates and the
balance sheets are translated at the exchange rates ruling at the
balance sheet date On consohdation, exchange differences ansing
from the translation of the net iInvestment in foregn subsidiaries, and
of borrowings designated as hedges of such investments, are taken
to shareholders’ equity From 1 January 2004 these exchange
differences are disclosed as a separate component of shareholders’
equity within other reserves

Goodwill and farr value adjustments ansing on the acquisition of a
foreign entity are treated as assets and habihities of the foreign entity
and translated at the closing rate

Borrowings
Borrowings are recogrised initally at fair value, being the 1ssue
proceeds net of any transaction costs incurred

Baorrowings are subsequently measured at amortised cost using the
effective interest method Amortised cost s adjusted for the
amortisation of any transaction costs The amortisation 1s recognised
In interest payable and similar charges

All borrowings denominated in currencies other than sterling are
translated at the rate ruling at the balance sheet date

Borrowings are classified as current liabilities unless the Group has an
unconditional night to defer settlement of the hability for at least
twelve months after the balance sheet date

Denvative financial instruments

The Group uses denvative financial instruments, where considered
appropriate The Group does ot use derivative financial instruments
for speculative purposes

All derivative financial nstruments are assessed against the hedge
accounting criteria set out in 1AS 39 The Group's derivatves meet the
hedge accounting requirements of IAS 37 and are accordingly
designated as cash flow hedges

Dervatives are inttially recogrised at the farr value on the date a
dervative contract 1s entered into and are subsequently measured at
each reporting date at their farr value

Changes in the fair value of denvative financial instruments that are
designated and effective as cash flow hedges are recognised in
equity and the ineffective portion, if any, 1s recogrised immediately in
the income statement

Share capital

Where the Group issues shares or other financial instrumends, these
financial instruments are classified as a financial liability, inancial asset
or equity according to the substance of the contractual arrangement,
or its component parts Divdends or interest arising on such financial
instruments are recognised according to the classification of the
financial nstrument

Share based payments

The Group determines the fair value of equity instruments granted to
employees at the date of the grant Vesting conditions, other than
market conditions, are not taken into account when estimating the
fair value Non-market vesting conditions are included in assumptions
about the number of options that are expected to vest The Group
recogruses an amount within staff costs in the income statement
during the vesting period based on the expected number of equity
instrurmnents whach will vest




Critical accounting estimates and assumptions

The Group makes estimates and assumpttons concerning the future
The resulting accounting estimates will, by defimtion, seldom equal
the related actual results The estimates and assumptions that have a
sigmficant nsk of causing maternial adjustment to the carrying amounts
of assets and hiabilities within the next financial year are discussed
below

{a) Estimated impairment of goodwill

The Group tests annually whether goodwill has suffered any
impairment, in accordance with the accounting policy stated above
The recoverable amounts of cash-generating units have been
determined based on value-in-use calculations These calculations
require the use of estimates and assumptions (see note 5to the
financial statements)

Impairment reviews can be sensitive to the forecast level of earnings,
and we have considered the effect of a 10% reduction in the 2007
budgeted earnings on the mparment reviews Given the level of
headroom in the calculations, the only cash generating unit where
such a sensitivity could affect the impairment result 1s 1n W Pauley &
Co Limited, a cash generating unit within the Broadline business
segment However, even with a 10% reduction in the budgeted
earnings for W Pauley & Co Limited, the excess of value in use over
carrying value would stll be £2 8m and no imparment would be
required

{b) Employee benefits - defined pension obligation

Followng the amendment to 1AS 19 ‘Employee Benefits” 1ssued in
December 2004, the Group has adopted an accounting palicy
whereby actuanal gains and losses for the defined benefit pension
scheme are taken through the statement of recogrised income and
expense in full each year, and the full deficit on an IAS 19 basis s
included within the balance sheet

The defined benefit pension obligation has been calculated by the
scheme actuary for each reparting date, using the projected unit
credit method and assumptions agreed with the Group (see note 26
to the financial statements)

One of the key assumptions used in determimng the valuation at 31
December 2006 15 the discount rate of 5 3% Whilst it has been
accepted that the adoption of a 5 3% discount rate 1s appropriate, if a
lower rate of 5 1% had been used the pension obhgation would have
been £6 4m higher
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Notes to the financial statements

1 Revenue and operating profit

2006 2005

£m fm

Revenue - products 1,638 3 1,628 3
Direct purchase cost {1,160 1) (1,157 6}
Trading profit 478 2 4707
Distribution and selling costs (332 0) (344 8)
Gross profit 146 2 1259
Administrative expenses (65 1) (61 4}
Exceptional tems (see below) - {552)
Goodwill imparrment (see note 5) {0 8) 07N
Amortisation of intangibles - customer lists {0 4} {08}
Total admunistrative expenses {66 3) {118 1)
Group operating profit 799 78

The Group’s revenue relates primarily of sales to custemers within the United Kingdom amounting to £1,332 4m (2005 £1,330 2m) and within

Continental Europe amounting to £305 9m (2005 £298 1m)

The Group operating profit is all denived from continuing eperations

2006 2005
Profit on ordinary activities before taxation s arrived at after charging/(crediting) fm fm
Staff costs (see note 24) 2240 2393
Inventonies
- cost of inventones recognised as an expense (included n direct purchase cost) 1,143 4 1,149 6
-write downs and losses incurred in the year 45 63
Amortusation of intangibles - customer hists (included in admimistrative expenses} 04 08
Amortisation of intangibles - computer software (included in administrative expenses) 34 31
Goodwill impairment (included m adrministrative expenses) o8 07
Depreciation of property, plant and equipment
- owned assets 163 181
- assets held under finance leases 79 58
Profit on sale of property, plant and equipment nn BO
{Profit} / loss on disposal of ntangible assets {10 02
QOther operating lease rentals payable
- plant and machunery 101 27
- property 8é 86
Repairs and maintenance expenditure on property, plant and equipment 237 210
Trade recevables imparrment 25 38
Exceptional items
- restructuning of the UK distribution network - &1
- other restructuring costs - 86
- 147
- Broadline IT infrastructure imparrment - 270
- lmpairment of goodwill, intangible and other assets - 135
- 405
- 552

Total exceptional items
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1. Revenue and operating profit {continued)

Auditors

The auditors’ remuneration in respect of statutory audit services to the Company amounted to £0 2m (2005 £0 2m)

2006 2005
fm fm

Non-audit services
The audit of the company’s subsicdhanes pursuant to legislation 02 02
Tax services 03 02
Other services - 05
g5 09

in addition to the above services, the Group’s auditors acted as auditors to the Brake Bros plc Pension Scheme and the Brake Bros plc Money
Purchase Pension Plan The appointment of auditors to these schemes and the fees paid are agreed by the trustees of each scheme who act
independently to the management of the Group The aggregate fees charged were £23,200 (2005 £22,750)

2 Finance costs - net

2006 2005
£m fm
Interest expense
Loan from parent undertaking (38) 8 &)
Bank loans {5 3) 05
Other loans and charges 1 © 3
Amortisation of debt issue costs ©2 -
Finance leases (24} 19
Preference dividend paid - (14
Interest on pension scheme habilities 71 67
Total interest and similar charges payable (189 (194
Interest income
Banks 12 10
Expected return on pension scheme assets 66 60
Total interest recevable 78 70
Finance costs - net 171} 24
The above includes interest and similar charges in respect of borrowings wholly repayable within five years 115 100
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3. Taxation

Taxation s based on the profit/ (loss} for the year and comprises 2006 2005
£m fm

Current tax
- Current year group relief 159 102
- Overseas taxation 06 03
- Adjustments in respect of previous periods 92 {38
Deferred taxation credit (16 2) 21
%5 (5 4)

Analysis of tax on items charged to equity

2006 2005
£m fm
Deferred tax {charge) / credit on actuanal movements (see note 17) {3 4) 22
A reconcihation of the tax charge for the year compared to
the standard rate of corporation tax 18 summarsed below |
2006 2005
£m fm
|
Profit / {loss) on ordinary activities before tax 688 4 &) !
|
At 30% 206 {14)
Effects of
Adjustments to tax charge in respect of previous periods 92 38)
UK deferred taxation - utiisation of prior year tax losses (1) -
Overseas taxation 06 03
Overseas deferred taxation in respect of previous periods {63) {40y
Expenses not deductible for tax purposes and other adustments {55) 35
Total taxation charge / {credit) ?5 {54)

4 Profit of the Parent Company for the financial year
The Company has taken advantage of Section 230 of the Companies Act 1985, and consequently has not presented an income statement
The Company's proiit for the financial year amounted to £38 6m (2005 £15 2m loss)

5 Goodwill
Group Company
fm fm
Cost
At 1 January 2006 113 161
Exchange adjustment © &) -
As at 31 December 2006 107 161
Accumulated imparrment
At 1 January 2006 g9 —
Impairment for the year 08 -
As at 31 December 2006 107 -
Net book value at 31 December 2006 100¢ 161
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5. Goodwill (continued)

Group Company
fm £m
Cost
At 1 January 2005 Nnz22 151
Exchange adjustment 0% -
As at 31 December 2005 1M13 151
Accumulated impairment
At 1 January 2005 07 -
Imparrment for the year 92 -
As at 31 December 2005 99 -
Net book value at 31 December 2005 1014 161

The goodwill has been allocated to cash-generating units and a summary of the carrying amounts of goodwill by business segments {representing
groups of cash generating urits) at 31 December 2006, 1s as follows

Broadline Country Choice M&J Seafood Total

£m £m £m fm

United Kingdom 193 26 6 364 823
Contnental Europe 177 - - 177
370 26 & 364 1000

Impairment reviews
An overview of impairment reviews performed is set out below All of the recoverable amounts were measured based on value in use

The key assumptions in the value 1n use calculations were

- Budgeted revenue growth This was based on expected levels of actvity under existing major contractual arrangements together with growth
based upon histoncal rates and having regard for expected economic and market conditions for other customers

- Budgeted operating cost growth This assumption was based upon management's expectation for each significant product line, having regard
for contractual arrangements and expected changes in market conditions

- The relative nisk adjustment {or ‘beta’} applied discount rates to reflect the rsk inherent in foodservice companies In determining the risk
adjusted discount rate, management have applied an adjustment for risk of such companies relative to ail other sectors on average determined
using the betas of comparable foodservice companies

The forecasts are based on the approved budget for 2007 Subsequent cash flows have been increased in line with historic local terntory GDP
The cash flows were discounted using a pre-tax discount rate of 13 1% The results of the impairment reviews undertaken indicate that the business
segments have recoverable amounts in excess of the carrying value of goodwill

An impairment loss of £0 8m (2005 £9 2m) has been recogrised Of this amount £0 8m (2005 £0 7m) relates to a separately dentfiable customer list,
which 15 included within the goodwill balance in the M&J Seafood business segment The impairment loss reflects the consumption of benefits
relating to this asset The other amount for 2005 of £8 5m related to an impairment loss in W Pauley & Co Limited, a subsidiary company which is a
cash generating unit within the Broadline business segment
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6 Intangible assets
Computer Customer

software lists Total
Group £m fm fm
Cost
At 1 January 2006 27 4 40 na
Exchange adjustment 01 - 01
Additions 43 - 43
Dhsposals (02) - 02}
At 31 Dacember 2006 314 40 354
Amortisation
At 1 January 2006 204 27 231
Exchange adjustment (V)] - 01
Charge for the year 33 04 38
Disposals 02 - @ 2)
At 31 Dacember 2006 235 31 266
Net book value at 31 December 2006 79 09 88

Computer Customer

software lists Total
Group £m fm fm
Cost
At 1 January 2005 KPR 38 409
Exchange adjustment 03 - 03
Acquisitions - 02 02
Additions 123 - 123
Disposals 217 - 217
As at 31 December 2005 274 40 314
Amaortisation and imparrment losses
At 1 January 2005 168 01 169
Exchange adjustment 02 - @2
Charge for the year 31 08 39
Imparment losses recognised 222 18 240
Disposals 215) - 215
As at 31 December 2005 204 27 231
Net book value at 31 December 2005 70 13 83
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4 Intangible assets (continued)
Computer Customer

software hists Total
Company fm fm fm
Cost
At 1 January 2006 182 15 197
Additions 29 - 29
Disposals 01N - on
At 31 December 2006 210 15 225
Amortisation
At 1 January 2006 146 04 150
Charge for the year 14 03 17
Disposals {01} - o
At 31 December 2006 15¢ 07 156
Net book value
At 31 December 2006 51 og 59

Computer Customer

software Iists Total
Company fm fm fm
Cost
At 1 January 2005 279 15 294
Additions 111 - 11
Disposals (20 8) - (208
As at 31 December 2005 182 i5 197
Amortisation and impairment losses
At 1 January 2005 n7 01 18
Charge for the year i3 03 16
Impairment losses recogrused 222 - 222
Disposals {20 6) - {20 6)
As at 31 December 2005 146 04 150
Net book value at 31 December 2005 36 11 47

The following useful lives have been determined for the intangible assets acquired during the year

Computer software
Customer lists

between 3 and 5 years
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7. Property, plant and equipment

Land and Motor Plantand  Information

buldings vehicles equipment technology Total
Group fm fm £m £m fm
Cost
At 1 January 2006 1299 88 & 1046 303 3534
Exchange adjustment ©9 01 02 01 (13}
Additions 29 123 73 16 241
Disposals 22 {119 {45 42 (22 8}
At 31 December 2006 1297 889 107 2 2746 353 4
Depreciation
At 1 January 2006 549 459 553 2009 1870
Exchange adjustment ] - on o 06
Charge for the year 34 105 68 35 242
Disposals (14) (107 “42) 42 {20 5)
At 31 Decomber 2006 565 457 67 8 201 190 1
Net book value
At 31 Dacember 2006 732 43 2 394 75 163 3

Land and Motor Plant and Information

bulldings vehicles equtpment technology Total
Group £m £m f£m fm fm
Cost
At 1 January 2005 1338 728 1038 283 3387
Exchange adjustments (14 03 03) 02 (22)
Additions 24 203 108 44 381
Disposals (5" 42 @n 22 212
As at 31 December 2005 1299 886 1046 303 3534
Depreciation and impairment losses
At 1 January 2005 534 410 659 148 1751
Exchange adjustments {0 &) 02 03 - 0n
Charge for the year 37 91 76 35 23¢9
Impairment losses recognised - - 11 47 58
Disposals (16} 40 (9 0) 21) {167)
As at 31 December 2005 549 459 653 209 1870
Net book value at 31 December 2005 750 427 393 94 166 4
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7 Property, plant and equipment {continued)

Land and buildings comprise

2006 2005
fm fm
Cost
Freehold 1145 1162
Long {easehold 105 100
Short leasehoid 47 37
1297 1299
Depreciation
Freehold 513 509
Long leasehold 32 28
Short leasehold 20 12
565 549
Assets held under finance leases have the following net book amount 2006 2005
fm fm
Cost 661 602
Accumulated depreciation (25 3) {210)
Net book amount 408 392
Land and bulldings 68 71
Motor vehicles 31 292
Plant and equipment 17 08
Infarmation technology 12 21
Not book amount 408 392
Land and Motor Plant and Information
buildings veh:cles equipment technology Total
Company fm fm fm fm fm
Cost
At 1 January 2006 857 760 772 237 2626
Transfer from group undertaking ~ 02 - - 02
Additions 21 107 kT 07 171
Disposals 09 79 23) 40 {151}
As at 31 December 2006 8569 790 785 204 264 8
Depreciation
At 1 January 2006 346 373 480 163 1362
Transfer from group undertaking - 01 - - 01
Charge for the year 21 91 39 24 175
Disposals 032 7o Zn 40 {13 3)
As at 31 Decembor 2006 355 395 498 147 1405
Net book value at 31 Decembaer 2006 50 4 395 287 57 124 3
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7. Property, plant and equipment {continued)

Land and Motor Plant and Information
buildings vehicles equipment technology Total
Company fm £m fm fm fm
Cost
At 1 January 2005 859 561 779 215 2414
Transfer from group undertaking - 21 - - 21
Additions 13 197 55 33 298
Reclassification 55 - 01 - 56
Disposals 7o 19 63) (1 {16 3
As at 31 December 2005 857 750 772 237 2626
Depreciation and impairment losses
At 1 January 2005 3@ 300 495 103 1217
Transter from group undertaking - 16 - - 16
Charge for the year 12 74 44 24 156
Imparrment losses recognised - - - 47 a7
Reclassification 53 - 03 - Sé
Disposals (38 (19) 62 G (1304
As at 31 December 2005 346 373 480 163 1362
Net book value at 31 December 2005 511 387 292 74 1264
Land and buildings comprise
2006 2005
fm fm
Cost
Freehold 719 721
Long leasehold 105 100
Short leasehold 45 36
89 857
Depreciation
Freehold 34 07
Long leasehold 32 28
Short leasehold 19 11
365 KUY}
Assets held under finance leases have the following net book amaunt 2006 2005
£m Em
Cost 519 454
Accumulated depreciation (19 2} {161
Net book amount 327 303
Motor vehicles 302 234
Plant and equipment 17 og
Information technology o8 11
Net book amount 327 303
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8 [nvestments
nts in idia kings B

At cost Provision Net book value
Company fm fm £m
At 1 January and at 31 December 2006 2295 (251) 2044
Company fm fm fm
At 1 January 2005 2295 (10 4) 2191
Addtional nvestment in subsidiary undertaking 04 - 04
Disposals {04) - 04
Impairment in the year - (147) (147}
At 31 December 2005 2295 25 1) 2044

The principal trading subsidiary undertakings are Brake Bros Foodservice Limited, M&J Seafood Limited, W Pauley & Co Limited, Wild Harvest Limited
and Brake France Service SAS and are involved in the supply of frozen, chilled and ambient foods as well as catening supphies and equipment to the
catenng industry All subsidiary undertakings are wholly owned, with the exception of Cangel SA, a 98% {2005 97%) owned subsidiary undertaking of Brake
France Service SAS Brake Bros Foodservice Limited, M&J Seafood Limited, Witd Harvest Limited and W Pauley & Co Limited are registered in England
and Wales and operate in the UK, Brake France Serwice SAS operates in Continental Europe and 1s incorporated in France

Duning the year the carrying value of the investments have been reviewed 1n conjunction with the impairment reviews carned out on goodwill {see note 5}
and no impairment losses have ansen

? inventornes
Group Company
2006 2005 2006 2005
£m fm fm £m
Raw materials and consumables 13 14 11 11
Finished goods and goods for resale 529 514 311 328
542 528 322 339
10 Trade and other receivables
Group Company
2006 2005 2006 2005
£m im £m fm
Trade recewvables 1846 198 - -
Trade recewables - factored 118 3 1275 - -
Less provision for imparrment of recewables 47 7N - -
Trade recewvables - net 1322 1402 - -
Amounts owed by group undertakings - - 110 140
Amounts owed by parent undertakings 106 7 674 1067 &7 4
Qther debtors 25 33 - 02
Prepayments 39 37 28 27
245 3 2146 1205 B43

Dunng the year ended 11 December 2005 certain subsidiary companies of the Group sold trade recervables to a special purpose group entity, Brake {
Bros Recewvables Limited This company 15 a fellow subsidiary of the ulumate parent undertaking Brake Bros Holding | Limited In accordance with SIC - ‘
12 ("Consohdation — Speaial Purpose Entiies”), Brake Bros Recervabtes Limited 15 included within the conschdated results of the Group Brake Bros |
Receivables Limited has entered into a recourse factonng agreement with a bank and these receivables are separately disclosed in the note above

Concentrations of credit risk with respect to trade recevables are limited due to the Group's customer base being large and unrelated Due to this,
management believe there 1s no further credit nisk provision required in excess of normal provision for doubtful recervables
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11 Cash and cash equivalents
Group Company
2006 2005 2006 2005
fm fm £m fm
Cash at bank and n hand 386 353 226 29
Short term bank deposits 627 429 627 429
1013 782 853 648

The effective interest rate on short term deposits was 4 B9 % (2005 4 06 %) and these deposits have an average maturity of 1 day (2005 1 day)

12 Trade and other payables - current
Group Company
2006 2005 2006 2005
£m £m fm fm
Trade payables 2155 2019 1727 1650
Amounts owed to group undertakings 643 394 1116 455
Other taxes and social secunty 111 112 52 52
Other creditors 158 144 84 72
Accruals 289 231 250 193
3356 2500 3229 2622
13 Current tax habihities
Group Company
2006 2005 2006 2005
fm fm f£m fm
Corporation tax 52 53 47 48
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14 Finanaal habilities - borrowings

Group Company

Current 2006 2005 2006 2005
£m fm £m fm

Loan notes 01 0é a1 (12
Loans owed to parent undertakings 136 46 2 136 462
Bank loans 05 05 - -
Finance lease obligations 89 79 76 69
Bills of exchange 06 05 - -
237 557 213 537

Group Company

Mon-current 2006 2005 2006 2005
£m fm £m fm

Loan notes 01 06 01 06
Loans owed to group undertakings 136 452 136 462
Subordinated loan owed to parent undertaking 165 - 165 -
Bank loans 1005 1005 - -
Debt 1ssue costs 07} 09 - -
Finance lease obhgations 337 325 298 281
Bills of exchange 06 05 - -
164 3 179 4 600 749
Less amounts falling due within one year 23 7) (557 {21 3) (537)
140 6 1237 387 212

The loan notes are guaranteed by banks The bank loans have been obtained pursuant to a debt factonng agreement Certan labitiies of the
parent undertaking are secured by way of a fixed and floating charge over the assets of the Group

In Decemnber 2006 a subordinated loan from the parent undertaking of £16 5m was made to the Company to affect a one off pension contribution to
the Brakes UK defined benefit scheme The loan incurs interest at floating rates

The maturity of borrowings 1s set out in note 15 (b) The exposure of the Group and the Company to interest rate changes s as follows

Group Company
2006 2005 2006 2005
fm £m fm Em
Borrowings at floating interest rates 1421 1599 3923 569
Fixed rate borrowings maturing

- within one year 61 52 50 43
- ane to five years 139 123 i35 117
- over five years 22 20 22 20
1643 1794 600 749

The effective interest rates at the balance sheet dates were as follows
2006 2005
% %
Bank loans 5 8% 53%
Loan notes 4 9% 54%
Finance lease ebhgations 7 3% 65%
Subordinated loan owed to parent undertaking 13 0% -
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15 Financaal instruments

15 {a) Financial instruments - narrative disclosures
Disclosures in respect of the Group's financial nsks are set out below Additional disclosures are set out in the accounting policies and numerical
disclosures in respect of financial instruments are set out in note 15 (b)

Finanaial nsk management

Financial nsk factors
The Group has operations in the UK and Continental Europe and has debt financing which expases it to a vanety of financial nsks that include the effects
of changes in foreign currency exchange rates, credit nisks, hquidity and interest rates

The board of directors have the responsibility for setting the risk management policies applied by the Group The policies are implemented by the
central treasury department that recewes regular reports from the operating companies to enable prempt dentification of fimancial nsks so that the
appropriate actions may be taken The Group has a policy and procedures manusal that sets out specific guidelines to manage foreign exchange risk,
interest rate risk and credit nisk and the use of financial Instruments to manage these

(i Foreign exchange nisk
The Group has operations in the UK and Continental Europe {all withmn the Eurozone) The Group 15 exposed to foreign exchange nisks primanly with
respect to the Euro

{1} Interest rate risk
The Group has both interest bearing assets and interest bearng labiities The Group mantains assets and habilities at both fixed and floating rates of
tnterest to generate the desired interest profife and manage the Group's exposure to intevest rate fluctuations

(1} Credit nsk
The Group has na significant concentrations of credit sk The Group has implemented policies that require appropniate credit checks on potential
customers before sales commence

{v} Liquidity nsk
The Group actively maintains a mixture of long-term and short-term faciliuies, mcluding amounts funded from group undertakings that are designed to
ensure the Group has sufficient available funds for operations and planned expansions

The Group has no denvative financial instruments and has not entered into any hedging arrangements

Accounting for denvative financial tnstruments and hedging activities

Denvatives are mitially accounted and measured at farr value on the date a derivatve contract 1s entered into and subsequently measured at fair value
The gain or loss on re-measurement s taken to the Income statement except where the dervatwe 1s a designated cash-flow hedging mstrument The
accounting treatment of dervatives classified as hedges depends on their designations, which occurs on the date that the denvative contract is
committed to The Group designates derivatives as

- A hedge of the fair value of an asset or hiability (fair value hedge’)
- A hedge of the income/cost of a highly probable forecasted transaction or commitment [‘cash flow hedge’)
- A hedge of a net investment in a foreign entity

In order to qualify for hedge acceunting, the Group is required to document i advance the relationship between the item being hedged and the
hedging instrument The Group s also required to document and demonstrate an assessment of the relatienshp between the hedged item and the
hedging instrument, which shaws that the hedge will be highly effectve on an on-going basis This effectiveness testing 1s re-performed at each quarter
end to ensure that the hedge remains highly effective The Group has not entered into any fair value or net investment hedges

Gains or losses on cash flow hedges that are regarded as highly effective are recogrised in equity Where the forecast transaction results in a financial
asset or hability only gains or losses previously recogmised in equity are reclassified 1o profit or loss in the same peniod as the asset or liability affects profit
orloss Where the farecasted transaction or commitment results in a non-financiat asset or a hability, then any gains or losses previously deferred in equity
are included in the cost of the related asset or hability If the forecasted transaction or commitment results in future income or expenditure, gains or losses
deferred in equity are transferred to the income statement in the same peniod as the underlying income or expenditure The ineffective portions of the
gamn or loss on the hedging instrument are recogmsed in the income statement

For the portion of hedges deemed neffective or transactions that do no qualify for hedge accounting under tAS 39, any change in assets or habulities 1s
recognised immediately in the income statement Where a hedge no longer meets the effectiveness cnterta, any gans or losses deferred in equity are
only transferred to the ncome staternent when the commutted or forecasted transaction is recognised in the ncome statement However, where an entity
apphied cash flow hedge accounting for a forecasted or commutted transaction that 1s no longer expected to occur, then the cumulative gam or loss that
has been recorded in equity 1s transfesred to the income statement When a hedging mstrument exprres or 15 sold, any cumulative gamn or loss existing in
equity at that time remams in equity and 1s recogmised when the forecast transaction 1s ultimately recogmsed in the mcome statement
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15 {a}. Financial instruments - narrative disclosures (continued)
The fair value of the fuel swap has been determined by reference to prices avarlable from the markets on which the instrumenits mvolved are traded
The farr values of short-term deposits, loans and other borrowings with a maturnty of less than one year are assumed to approximate to ther book
values In the case of bank loans and ather borrowings due m more than one year the fair value of financial habiliies for disclosure purposes 1s
estimated by discounting the future contractual cash flows at the current market interest rate available to the Group for simular financial instruments
15 (b) Financial instruments -~ numerical dislosures
Set out below are numerical disclosures in respect of the Group’s financial instruments
Fuel swap
The fuel swap was entered into in October 2006 with Societe Generale The fuel swap has the effect of fiung the price of diesel purchased in Continental
Europe untl 31 December 2007 The Group used hedge accounting dunng the year in respect of this swap, which was fully effecuve
The carrying value and the farr value of the Group’s fuel swap liability was £0 1m {2005 mil)
Farr values of non-denvative financial assets and liabilines

Where market values are not available, farr values of financial assets and financial labilines have been calculated by discounting expected future
cash flows at prevarling mterest rates and by applying year end exchange rates The fair value of short term borrowings approximate to book value

Fair value of borrowings

2006 2005
Book value Fair value Book value Farr value

Group fm £m £m fm
Pnmary financial instruments held or issued to finance

the Group's operations
Short term finanical habilities and current portion of

long term borrowings 237) (237} {557) (557)
Other long term borrowings {124 8) (124 B) (124 &) {124 6)
Subordinated loan owed to parent undertaking {16 5) {16 5) — -
Trade and other payables {335 6) (335 &) (2900 (290 Q)
Trade and other recervables 241 4 241 4 2109 2109
Cash and cash equivalents 101 3 1013 782 782
Pension scheme labihties {16 6) {16 &} {49 B) {49 8)
Fuel swap o 01} - -

2006 2005
Book value Fair value Book value Fair value

Company £m £m fm fm
Primary financial mstruments held ar issued to finance

the Company’s operations
Short term financial habilities and current portion

of long term borrowings (21 3) {21 3) 83 7) (537}
Other long term borrowings (22 2) {22 2) 212 212
Subordinated loan owed to parent undertaking (16 5) {16 5) - -
Trade and other payables {3229 (322 9) (262 2) {262 2)
Trade and other recevables 1177 1177 816 816
Cash and cash equivalents 853 853 648 648
Pension scheme habilities {14 8) (14 B} 48 1) 48 1)
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15 (b) Financal instruments — numenrical dislosures (continued)

Maturity of non-current financial habilities

Finance 2006
Debt leases Total
Group fm £m £m
Between one and two years - 29 99
Between two and five years 1158 119 1277
More than five years - 30 30
1158 24 8 1406
Finance 2005
Debt leases Total
Group fm £m fm
Between one and two years - 75 75
Between two and five years - 143 143
More than five years 291 28 1019
291 246 1237
2006 2005
2006 Finance 2006 Finance
Debt leases total leases
Company £m £m £m £m
Between one and two years - 87 87 65
Between two and five years 165 109 274 125
More than five years - 26 2¢6 22
165 222 387 212
Borrowtng facilities
The Group has no commutted borrowing facilites available at 31 December 2006 (2005 £nl)
The mimimuim lease payments under finance leases fall due as follows
Group Company
2006 2005 2006 2005
Em Em f£m fm
Not later than one year 110 101 96 88
Later than one year but not more than five 246 245 222 216
More than five years 32 31 27 23
iss 377 345 327
Future finance charges on finance leases 51 52 a7 {46
Present value of finance lease liabilities 37 325 298 281
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16 Pension habilities
Group Company
2006 2005 2006 2005
£m fm £m fm
Pansion hability
At 1 January 498 440 481 425
Exchange adjustment {01} - - -
Interest on obligation 71 67 70 66
Expected return on scheme assets 6 6) (X)) (6 6} 60)
Contnbutions paid i the year (22 1) 21 (22 1) Zn
Actuanal {gains} / losses recognised i equity (115} 72 (11 6) 71
At 31 December (see note 25) 16 6 493 14 8 481
17. Deferred tax
The movement on the deferred tax account i1s as shown below
Group Company
2006 2005 2006 2005
£m fm fm fm
Defarred taxation
At 1 January 225 82 167 90
Exchange adjustment 02 - - -
Tax (charge} / credit on actuanal movements taken directly to equity (34) 22 (34) 22
Credit for the year 162 121 8¢ 55
At 31 Decomber 351 225 219 167

Deferred tax assets and liabilies are only offset where there 1s a legally enforceable nght of offset and there 15 an intention to settle the balances net

Other
Pension temporary
liabilities Tax losses differences Total
Group fm Em fm fm
Deferred tax assets
At 1 January 2006 143 40 42 225
Exchange adjustment - 02) - 02
Tax charge on actuanal gain taken directly to equity 34 - - 34
{Charge) / credit for the year 21) 64 19 162
At 31 December 2006 88 102 16 1 351
Deforred tax asset as at 31 December 2006 351
Deferred tax asset as at 31 December 2005 225
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17. Deferred tax (continued}

Other
Pension temporary
liabihties differences Total
Company Em Em fm
Deferrod tax assets
At 1 January 2006 143 24 167
Tax charge on actuanial gatn taken drrectly to equity {34) - (34}
({Charge) / credit for the year 21 107 8é
At 31 Decembar 2006 88 131 219
Deforrad tax asset as at 31 December 2006 219
Deferred tax asset as at 31 December 2005 167

Deferred tax assets have been recognised in respect of tax losses and on temporary differences giving nise to deferred tax assets, to the extent that
it 15 considered probable based on internal forecasts that these assets will be recovered The net Group deferred tax asset expected to be recovered
after more than one year 1s £30 0m (2005 £21 2m) There are unrecogrused deferred tax assets of £1 7m {2005 £10 8m) in respect of unutilised tax
losses in Continental Europe The deferred tax charged to equity duning the year s £3 4m (2005 £2 2m)

See note 29 for post balance sheet events

18 Called up share capital

20056 2005
£m fm
Authorsed
58,000,000 {2004 58,000,000 ordinary shares of 10p 58 58
Crdinary shares
lssued and fully paid paid of 10p each fm fm
At 31 December 53,776,540 54 54

19 Share based payments
The Company's ultimate parent company, Brake Bros Holding | Limited, operates a Management Equity plan, whereby centain employees of the
Group are entitled to subscribe for shares in Brake Bros Holding | Limited To the extent that such shares are purchased by employees below farr
value, a charge calculated in accordance with IFRS 2 {Share based payments') is included within staff costs in the income statement This cherge
amounted to £83,000 (2005 £85,000)
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20 Reserves

Retained Other

earnings reserves Total
Group Em fm fm
At 1 January 2006 855 (18 839
Pension actuarnial gain 15 ~ 15
Deferred tax on pension actuanal gan (34 - 34)
Currency translation differences - (14 (14)
Share awards - value of employee services 01 - 01
Cash flow hedges - fair value losses - (VI )] 01
Profit for the year 593 - 593
At 31 December 20046 1530 31) 1499

Retained Other

earnings reserves Total
Group fm fm fm
At 1 January 2005 B&8 10 898
Pension actuarial loss 72 - 72
Deferred tax on pension actuanal loss 22 - 22
Currency translation differences - [(R) 19
Share awards - value of employee services 01 - 01
Reclassification of share awards - value of employee services 07 on -
Profit for the year 09 - 09
At 31 December 2005 855 (16} 839
Included within other reserves are cumulative exchange losses of £3 Om (2005 £1 6m losses)

Retained Other

eamings reserves Total
Company fm fm fm
At 1 January 2006 i144 107 1251
Profit for the year 386 - 386
Pension actuarnial gain M6 - 16
Deferred tax on pension actuarial gain B4 - 34)
Share awards - value of employee services 01 - 01
At 31 December 2006 1613 107 1720

Retained Other

earmngs reservas Total
Company tm £m fm
At 1 January 2005 1337 14 1451
Loss for the year (152 - (152
Pension actuaral loss N - (G
Deferred tax on pension actuarial loss 22 - 22
Share awards - value of employee services 01 - 01
Reclassification of share awards - value of employee services 07 on -
At 31 December 2005 1144 07 1251

Included within other reserves are cumulative exchange losses of £0 2m (2005 £0 2m)
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21 Statement of changes in shareholders’ equity

Share Total

Share  premum Retained Other shareholders' Minority Total

capital account earnings reserves equrty mterests equity

Group Note fm fm fm fm £m fm fm
At 1 January 2006 54 308 855 (16} 120 1 03 1204
Acquisitions 23 - - - - - 01 on
Currency translation differences - - - {14) (14} - (14
Profit for the year 20 - - 593 - 593 - 593
Pension actuanal gain 16 - - 115 - 15 - 115
Deferred tax on pension actuanal gamn 17 - - (34 - (3 4) - (34
Share awards - value of employee services 19 - - 01 - 01 - 01
Cash flow hedges - farr value losses - - - 01 01} - on
At 31 December 2006 54 308 1530 (31) 186 1 02 186 3

Share

Share  premium Retamned Cther Minonity Total

caprtal account earmngs reserves Total interests equity

Group Note fm £m fm im fm fm fm
At 1 January 2005 54 308 888 10 1260 17 1277
Exchange adjustments - - - - - o1 01
Acquisitions 23 - - - - - 02 (12
Currency translation diferences - - - (19 a9 -~ a9
Profit for the year 20 - - 09 - 0% - 09
Loss attributable to minonty interests - - - - - on 01
Pension actuanal loss 16 - - 72 - 72 - {72)
Deferred tax on pension actuanal foss 17 - - 22 - 22 - 22
Share awards - value of employee services 19 - - 01 - 01 - 01

Reclassification of share awards -

value of employee services - - 07 07 - - -
At 31 December 2005 54 308 855 (16) 1201 03 1204
Share Total

Share premium Cther Retamed shareholders’

capital account reserves earnings equity

Company Note £m fm fm fm fm
At 1 January 2006 54 308 107 1144 1613
Profit for the year 20 - - - Bé 3B
Pension actuarial gain 16 - - - 116 16
Deferred tax on pension actuanal gam 17 - - - 34 34
Share awards - value of employee services 19 - - - o1 01
At 31 Decembar 2006 54 308 107 1613 208 2
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21. Statement of changes in shareholders’ equity (continued)

Share Total
Share premium Other Retamned shareholders’
capital account reserves earnings equity
Company Note fm fm f£m fm fm
At 1 January 2005 54 308 114 1337 1813
Loss for the year 20 - - - (152 (152)
Pension actuanial loss 16 - - - 71) 7n
Deferred tax on pension actuanal loss 17 - - - 22 22
Share awards - value of employee services 19 - - - 01 01
Reclassification of share awards -
value of employee services - - {07) 07 -
At 31 December 2005 54 308 107 1144 1613
22 Cash generated from operations
(a) Reconabation of net profit / (loss) to cash generated from operations
Group Company
2006 2005 2006 2005
fm Em £m fm
Net profit / (loss) 5913 08 386 (152
Adjustments for
- Tax 95 {54) 119 (22
- Interest ncome (7 8} 7O (77 70
- Interest expense 18 ¢ 194 131 169
Imparment losses recognised ¢8 412 - 445
Depreciation charges 242 239 175 156
Amortisation of intangibles 38 39 17 16
Pension contnbution paid (22 1) 2n 22 1) 2N
Profit on sale property, plant and equipment n (30 03 (33
{(Profi) / loss on disposal of mtangible assets (10 02 {10) 02
{Increase) / decrease in nventories 17) 51 17 42
Decrease in trade and other recewables 84 39 01 18
Decrease / (increase) in trade and other payables 206 {150) 420 26
Cash generated from operations 1M 3 659 955 147 6

(b} Exceptional items

Cash flows relating to operating exceptional items
Cash generated from Group operations includes £2 3m (2005 £17 4m) of cash outflows in respect of exceptional tems charged in 2005
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23 Acquisitions

During the year ended 31 December 2006, the Group acquired in Continental Europe, further shareholdings in Canigel SA for a cash consideration of
£0 1m Further cash consideration of £0 2m was also paid in respect of prior year deferred consideration in respect of the acquisition of Wild Harvest

Lumited in 2004, in the United Kingdom

The net outflow of cash in respect of these acquisitions was as follows

2006 2005
£m fm
Cash consideration 03 27
24. Employees and Directors’ emoluments
Group Company
Average monthly number of people (including executive directors) 2006 2005 2006 2005
employed by the Group and Company dunng the year Number Number Number Number
Dustribution, manufacturing and selling 7,713 8,395 5,091 5,625
Administranon 925 20 551 551
8,638 9,315 5,642 6,176
Group Company

2006 2005 2006 2005
£m fm fm fm

The costs incurred in respect of these employees were
Wages and salanes 1933 207 4 1365 147 4
Social security costs 27 6 294 1246 136
Defined contribution pension costs (see note 25) 29 25 25 21
Other pension costs 0z - 02 -
2240 2393 1518 1631

Key management compensation

2004 2005
Group £000 £'000
Salanes and short-term benehits 4,890 2,339
Post-employment benefits 364 108
Termination benefits 144 1,198
Share based payments 83 85
5,481 3,730

The key management figures given above include directors The Group considers key management to be those persons who have the authonty and
responsibility for planning, directing and controlling the actvities of the Group

Directors’ emcluments

2006 2005
£000 £'000
Aggregate emoluments 1,719 332
Compensation for loss of office - 326
Company penston contributions to money purchase schemes 30 13
Retirement benefits are accruing to 2 (2005 1) directors under money purchase pension arrangements
Emoluments paid 1o the highest paid director are as follows
Aggregate emoluments and benefits 1,485 150
Company pension contnbutions to money purchase schemes 19 -




25. Pension commitments
The Group operates a number of pension schemes for its UK emplayees, the assets of all schemes being held in separate trustee administered
funds These pension schemes are operated by Brake Bros Limisted

The Brake Bros plc Pension Scheme was closed to new entrants in June 2001 and was closed to existing employees at 31 December 2003 No further
benefits are accruing to members subsequent to this date The scheme 15 a contracted out defined benefit scheme, providing final salary related
benefits accruing 1/60th {or each year of service and a lump sum in the event of death in service

The Brake Bros plc Money Purchase Pension Plan is contracted into the State pension scheme and mimimum contribution rates are 3% of
pensionable salary for members and employers, with higher age related and managers' contnbutions Funds are invested with Legal & General

Investment Management

In addition, in Continental Eurcpe the Group 1s liable for certam post employment benefits which meet the cntena of a defined benefit plan These
obligations are of an unfunded nature

Pension costs for defined contribution schemes are as follows

Group Company
2006 2005 2006 2005
£m fm fm fm
Defined contribution schemes 29 25 25 21

Defined benefit plans

The most recent actuarial valuation of The Brake Bros ple Pension Scheme was carried out at 5 April 2004 The principal assumptions made by the
actuaries were

2006 2005

% %

Rate of tncrease in pensionable salaries - -
Rate of increase in pensions in payment and deferred pensions - UK 29 28
Biscount rate - UK 53 55
Discount rate - Continental Europe 45 45
Inflation assumption - UK 30 28
Expected return on plan assets - UK 68 67

Mortality rate assumptions
Assumptions regarding future mortality experience are based on PA92 mortality tables projected by year of birth with a plus 1 year age rating

The average life expectancy in years of a pensioner retining at age 65 on the balance sheet date 15 as follows

2006 2005
Male 188 171
Female 218 200
The average hfe expectancy in years of a pensioner retiring at age 65, 20 years after the balance sheet date 15 as follows

2006 2005
Male 200 183
Female 230 212
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25. Pension commutments (continued}

Pensions and other post-retirement obligations (continued)

The amounts recognised in the balance sheet are determined as follows

Group Company
2006 2005 2006 2005
£m Em fm fm
Present value of funded obligations 141 3 147 4 1413 147 4
Present value of unfunded obligations 18 17 - _
Fair value of plan assets (126 5) 99 3) {126 S) (99 3)
Net pension liability recognised in the balance sheet 166 498 148 431
Expenence gains on plan assets 17 100 17 100
Experience gains / {losses) on scheme liabilities 98 (17 2 99 (17 1)
Analysis of movement in present value of pension obligation
Group Company
2006 2005 2006 2005
£m fm fm fm
At 1 January 1491 1281 147 4 126 6
Exchange adjustment 0 - - -
Interest cost 71 67 70 66
Actuarial {gains) / losses 98 172 (99 171
Benefits paid 32 29 (32) 29
At 31 December 1431 1491 1413 147 4
Represented by
Funded obiigations 1413 147 4 1413 147 4
Unfunded obhgations 18 17 - -
1431 1491 1413 147 4
Analysis of movement in fair value of scheme assets
Group and Company
2006 2005
£m Em
At 1 January 993 841
Expected return on plan assets 66 60
Actuarnial gamns 17 100
Contributions pard by employer 221 21
Benefits paid (32 29
At 31 December 1265 993

During the year the Group and Company made a one-off contribution of £16 5m to the scheme The Group and Company has agreed to make a
cash contribution of £5 Om to the scheme in the year ending 31 December 2007
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25. Penston commitments (continued)
Pensions and other post-retirament oblhigations (coentinued)

The assets in the scheme and the expected rate of return were

2006 2005

Long term Long term

rate of return rate of return
expected Value expected Value
per annum % fm perannum % fm
Equities 78 761 75 488
Bonds 53 244 42 239
Other assets 53 260 75 66
68 1265 67 993

The overall expected return on scheme assets 1s determined by reference to the expected rates of return on each class of asset stated above,
together with the expected profile of investments held

The amounts recognised in the income statement are as follows

Group Company
2008 2005 2006 2005
fm fm £fm Em
Interest on obligation - included within interest cost 71 &7 70 66
Expected return an scheme assets - included within interest recewable (6 6) 60) {6 6) 60
Total expense 05 07 c4 06

Group net actuanal gans of £11 5m {2005 £7 2m loss) were recogmssed in the year and included in the statement of recogmised income and
expense The cumulative amount of actuarial gains and losses recognised in the statement of recogmised income and expense since the Group's
transition to IFRS amounted to a gain of £4 3m

Company net actuanial gains of £11 ém (2005 £7 1m) were recognised in the year and included in the statement of recogmised income and expense
The cumulative amount of actuanal gans and |osses recognised in the statement of recogrised income and expense since the Company's transition

1o IFRS amounted to a gam of £4 5m

The actual return on plan assets was £8 3m (2005 £16 Om)

26. Commutments

{a) Capital commitments

Group Company
2006 2005 2006 2005
fm fm £m fm
Contracted for but not provided 46 02 46 02

(b} Operating lease commitments
The total of future minimum lease payments n respect of non-cancellable operating leases are as follows

Land and Land and
builchings Other buildings Other
2006 2006 2005 2005
Group fm fm fm fm
Within one year 97 48 84 63
Between two and five years 27 2 88 291 i18
After five years 477 [ 338 10
84 6 137 913 91

39




26 Commitments (continued)

Land and Land and
buildings Other builldings Other
2006 2006 2005 2005
Company £m £m fm fm
Within one year 78 08 66 17
Between two and five years 221 64 240 10
After five years 435 - 484 -
734 12 792 27

27

The Company and Group leases various properties and plant and equipment under non-cancellable operating lease agreements The ieases have
various terms and renewal nghts The Company and Group has also sub-let certan properties under non-cancellable sublease agreements and the
total minirnum lease payments expected to be recewed amounts to £0 2m (2005 £0 2m)

During the year ended 31 December 2006, the Group and Company has entered into certain sale and leaseback arrangernents under normal
commercial terms in respect of certam plant and equipment and motor vehicles These leases have been classified as either operaung leases or
finance leases i accordance with IAS 17 {"Leases’)

Related party transactions

During the year the Company has continued to provide and receve funding to other group companies, and has also entered into certain other
transactrons with other companies in the Brake Bros Holding | Limited group Details of transactions are as follows

2006 2005
£m fm
Loan amounts owed by parent undertakings 1067 67 4
Loan amounts owed to parent undertakings (30 1) (46 2)
Other payables owed to parent undertakings — group tax relief (46 8) (27 0)
Trade and other recevables owed by subsidiary undertakings 110 140
Trade and other payables owed to group and subsidiary undertakings (64 8) (38 5)
Interest payable to parent undertaking (3 8} {8 &)
Sales to subsidiary undertakings 68 61
Purchases from subsidhary undertakings (36 1) (30 6)
Purchases of property, plant and equipment from subsichary undentakings 01} {05)
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29.

Key management compensation 1s disclosed i note 24, pension commitments are disclosed in note 25 and acquisitions are disclosed in note 23

F J Blassberg, a partner of Debevoise & Plimpton LLF, 1s married to J L Rice, the charman of Clayton Dublier & Rice and duning 2006, a director of
the Company and other group undertakings During the year ended 31 December 2006, Debevoise & Phimpton LLP received fees and
disbursements totalling £1 3m (2005 £0 2m} from the group and parent undertakings

Ultimate parent company and controlhng party

The wnmediate parent undertaking and controlling party 1s Brake Bros Acquisition PLC, a company incorporated in Great Britain

The ultimate parent undertaking 1s Brake Bros Holding ! Limited, a company incorporated in Great Britain The ultimate controlling party of the
Company 1s CD&R Fund Vi, an exempted limited partnership registered in the Cayman Islands and a fund managed by Clayton, Dubilier & Rice

The parent undertaking of the smallest group to consolidate these financial statements s Brake Bros Acquisition PLC and the parent undertaking
of the largest group to consohdate these financial statements 1s Brake Bros Holding | Limited Copes of Brake Bros Finance PLC and Brake Bros
Holding | Limited consolidated financial statements can be obtained from the Company Secretary at Enterprise House, Eureka Business Park,
Ashford, Kent, TN25 4AG

Post balance sheet events

On 21 March 2007, the Chancellor announced that the full rate of corporation tax will be reduced from 30% te 28% from Apnl 2008 and also
announced was the phased withdrawal of industrial buildings allowances from Apnl 2008 IAS 12 requires deferred tax assets and liabilities to be
measured at the tax rates expected to apply to the penod when the asset i1s realised or the hability 15 settled, based on tax rates that have been
enacted or substantwely enacted by the balance sheet date However, for penods ending prior 1o the date of the announcement, the change in rates

15 not substantively enacted and is a non-adjusting post balance sheet event

The estimated impact of these changes would be to reduce the deferred tax asset at 31 December 2006 by £1 7m from £35 1m to £33 4m
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