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SMITHFIELD FOODS LIMITED

STRATEGIC REPORT

The directors present their strategic report for thé 52 weeks ended 31 December 2017,

REVIEW OF THE BUSINESS

The principal activities of the company are the sales, marketing and distribution of both freshand processed Smithfield
group meat products.

The period ending 31 December 2017 was a 52-woek period. The prior period was also a 52-week period.

The results for the company show turnover of £89,449k (52 weeks to 1 January 2017 - £83,683k) and a profit on
g(r)t}inarysacﬁvgties before taxation of £468k (52 weeks to 1 January 2017 - £443k). Net assets were £8,738k (1 January
7 - £8,264k). .

The directors monitor the petformance of the company by reference to the following financial KPIs:

52 Weeks 52 Weeks

to 31 December to 1 January

. ) 2017 2017

Increase in average weekly netsales (%) 6.9% 20.8%
Gross profit to net sales ratio (%) 4.8% 5.8%
Administrative expenses to net sales ratio (%) 42% 5.2%

Averageweekly net sales growth was 6.9%, driven by pricing and the sales mix. Volume was flat overall with
market conditions causing a significant decline in fresh pork sales. This has been offsetby strong growth in fresh
poultry andprocessed meats. Significantopportunites remain across ourkey categories, coupled with group
acquis itions and investments in central Europe providing aceess to growing supply volume. The combined effectis
expected to deliver continued net sales growth in 2018 and beyond.

Gross profit to netsales has been diluted with product costs affected by continued Sterling weaknessthroughout 2017.
Administrative expenses were down year on year, demonstrating increasingly efficient use of resources.
PRINCIPAL RISKS AND UNCERTAINTIES

All risks and uncertainties are monitored on a regular basis with action plans put in place to mitigate any adverse
effects on the business. The key business risks affecting the company are the overall economic climate, competitive
pressures and potential supply chain disruptions.

Supply chain rigk is mitigated by sourcing from sister companies together with appropriate insurance coverage.

Ongoing economic uncertainty caused by the Brexit referendum result has principally manifested itself in advese
exchange rate movements for the company, as an importer. The company’s principal supply of goods is priced in
GBP with a robust hedging strategy in place by the group supplier, Where possible prices to customers have been
increased which has helped to mitigate the impact; however, Sterling remains weak and volatile. The directors will
cgn;:iga'and respond to other Brexit risks on an ongoing basis in preparation for the end ofthe UK's membership of
the EU.

FINANCIAL RISKS

The company’s operations expose it to a variety of financial risks. The company has in place a risk management ,
programme that seeks to limit any adverse effects on the financial performance of the company.

Price risk

The company is indirectly exposed to commodity price riskas a result ofits operations. However, given the size of

the company’s operations, the costs of ma.natimgexposwe tocommodity price riskexceed any potential benefits. The
directors wilirevisit the appropriateness ofthis policy should the company’s operations change in size or nature.



SMITHFIELD FOODS LIMITED

FINANCIAL RISKS (continued)
Credit risk

The company haspolicies which require appropriate checks on potential and existing customers, coupled with tmde
credit insurance since 1 January 2018. The group has a diverse customer base skewed towards companies that the
directors considerto be lowrisk. In2017 the largest customerconstltutad 10% ofnet sales which demonstrates there
is not an over-reliance on a single customer.

Liquidity risk

The company retains appropriate cash and facilities to ensure it has sufficient available funds for operations and
planned expansions.

Interest rate risk

The company has both interest-bearing assets andinterest-bearing liabilities. Interest-bearing assets include only cash
balances which attract interest at a floating rate. Interest-bearing liabilities include advances made in respectoftrade
debtors under invoice discounting arrangements, which attractinterest at a variable rate. The company does not use
derivative financial instruments to manage interest rate costs and, as such, no hedge accounting is applied.

Foreign exchange risk

The company has foreign currency debtors and creditors creating exposure to adverse exchange rate movements.
Where possible thecompany seeks to match foreigncurrency income and expenditure as a naturalhedge. A policys
in place to determine the use of forward contracts to mitigate the effect of exchange rate movements. However, at
presenttheexposure remains lowand at the yearend there were no derivative instruments in place to manage foreign
exchange risk.

RESEARCH AND DEVELOPMENT
The company expenses all R&D expenditure during the year that it was incurred.
RESULTS AND DIVIDENDS

The profit for the reporting period after taxation amounted to £379k (52 weeks to 1 January 2017 - £364k). The
directors do not recommend the payment of a dividend (52 weeks to 1 January 2017 - £nil).

Approvedby the Board of Directors
and signed on behalf ofthe Board

R Ashton
Director

1% Sefenker 708



SMITHFIELD FOODS LIMITED

DIRECTORS REPORT

\

The directors present theirannualreport and theaudited financial s tatements of the company for the 52 weeks ended
31 December 2017.

DIRECTORS
The directors who served throughout the period andup tothe dateof's 1gmn g the financial statements were as follows:

Ross M Ashton
Tan M C Lindsay
Charles S Smith

DIRECTORS’ RESPONSIBILITIES STATEMENT

The directors are res ponsible for preparing the Strategic Report, the Directors’ Report and the financial statements in
accordance with applicable law and regulations. ,

Company law requires the directors to prepare financial statements foreach financial year. Underthatlawthey
have elected to prepare the financial statements in accordance with UK accounting standards and applicable law
(UK Generally Accepted Accounting Pracuce), including FRS 102 The Financial Reporting Standard applicable in
the UK and Republic ofIreland.

Under company law the directors mustnotapprove the financialstatements unless they are satisfied that theygive a
true and fairview of the state of affairs of the company and ofthe profit orloss ofthe company for that period. In
preparing these financial statements, the directors are required to:

e select suitable accounting policies and thenapply themconsistently;
¢ make judgementsand estimates that are reasonable and prudent ;

o state whetherapplicable UK accounting s tandards have been followed, subject to any material departures
disclosed and explained in the financial statements;

e assessthe company'’s ability to continue as a going concern, disclosing, as applicable, matters related to
going concern; and

* usethe going concembasis of accountingunless they either intend to liquidate the company or to cease
operations, orhave norealistic altemative but to doso,

The directors are responsible forkeeping adequate account ing records that are sufficientto showand explain the -

. company’s transactions and disclose with reasonable accuracy at any time the financial position ofthe companyand
. enable themto ensurethatthe financial statements comply with the Companies Act2006. They are responsible for

such internal control as they determine is necessary to enable thepreparationof financial statements that are free

from material migstatement, whether dueto fraud orerror, and have general responsibility for taking such steps as

are reasonably open to themto safeguard the assets of the company and to prevent and detect fraud and other

iregularities.

The directors have considered significantpost period end events, the company’s policy on research and development

and future outlook in the Strategic Report.

GOING CONCERN

The directors have a reasonable expectation that the Company has adequateresources to continue in operational
existence for the foreseeable future. Thus they continue to adopt the going cancern basis in preparing the annuat
fingncialstatements.

Further details regarding the adoption of the going concembasis can be found in the Statementofaccounting
policies in the financial statements, _



SMITHFIELD FOODS LIMITED

AUDITOR ,
In the case of each ofthe persons who are directors of the company at the date when thisreport is approved:

e 50 faras each ofthedirectors is aware, there is norelevantaudit information of which the company’s auditor
is unaware; and

e each ofthe directors has taken all the steps that they ought to have taken as a director to make themselves
aware of any relevant audit information and to establish that the company’s auditor is aware of that

information,

’Xhis confinnation is givenand should be interpreted in accordance with the provisions ofs 418 of the Companies
ct 2006. . :

KPMG have expressed their willingness to continue in office as auditor.

Approvedby the Board of Directors
and signedon behalfofthe Board

R Ashton

Director

1% Ceenlar W&



SMITHFIELD FOODS LIMITED

'INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF SMITHFIELD
FOODS LIMITED

We have audited the financial statements of Smithfield Foods Limited (“the company”) for the year ended 31
December2017 which comprise ofthe Incoms Statmeent, Statementoftotalrecognised gains and losses,
Statement of financial position, Statementofchanges in equity andrelated notes, including the accounting
policies innote 1.

In our opmxon the financial statements:

o giveatrue and fair view ofthe state ofthe company s affairs as at 31 December2017 and ofits profit for
the yearthen ended;
* havebeenproperly prepared in accordance with UK accounting standards, including FRS 102 The

Financial Reporting Standard applicable in the UK; and
¢ havebeenprepared in accordance with the requirements of the Companies Act 2006.

‘Basls for opinion

We conducted our audit in accordance with Intemational Standards on Auditing (UK) (“ISAs (UK)")and
applicable law. Ourresponsibilities are described below. We have fulfilled ourethical responsibilities under,
and are independent of the company in accordance with, UK ethical requirements including the FRC Ethical
Standard. Webelievethatthe audit evidencewe have obtained is a sufficientand appropriate basis forour
opinion.

Going concern

We are required to reportto youif we have concluded that the use ofthe going concernbasis ofaccounting is
inappropriate orthereis an undisclosed matetialuncertainty that may castsignificantdoubt overthe use ofthat
basis fora period of at least twelve months fromthe dateofapproval ofthe financialstatements. We have
nothing to report in these respects.

Strategic reportand directors’ report

The directors are responsible forthe strategic reportand the directors’ report. Ouropinion on the financial
statements does not cover thosereports and we do not express an audit opion thereon.

Our responsibility i8 to read the strategic report and the directors’ report and, in doing so, consider whether,
based onourfinancial statements audit work, the information therein is materially misstated or inconsistentwith
the financial statements or ouraudit knowledge. Basedsolelyon that work:

« we have notidentified material misstaterents in the strategic report and the directors’ népon;

* in ouropinion theinformationgivenin those reports is consistent with the financial stateme'nts; and
* in ouropinion thosereports have been prepared in accordance with the Compamnies Act 2006.
Matters on whicli we are required to repoxt by exception

Under the Companies Act2006 we are required to report to you if, in ouropinion:

» adequate accounting records have notbeenkept, orreturns adequate for ourandit have not been received
frombranches not visited byus; or

« the financialstatements are not in agreement with theaccounting records and returns; or
« certain disclosures of directors’ remuneration specified by law are not made; or
* we have notreceivedallthe information and explanations we require for ouraudit or

* thedirectors were not entitled to take advantage of the small companies exemption fromthe requirement to
prepare a strategic report.

We have nothing toreportin these respects.
Directors’ responsihilities

As explained more fully in theirstatementsetouton page 6, the directors are respansible for: the preparationof
the financial statements and forbeing satisfied that they give a true and fair view; such intemal controlas they
determine is necessary to enable thepreparation of financial statements thatare free from material misstatement,



SMITHFIELD FOODS LIMITED

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
SMITHFIELD FOODS LIMITED (Continued)

whether due to fraud or error; assessing the company’s ability to continue as a going concern, disclosing, as
applicable, matters related to going concern; and using the going concern basis of accounting unless they either
intend to liquidate the company or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities

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 our opinion in an auditor’s report. Reasonable
assurance is a high level of assurance, but does not 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 aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of the financial statements

A fuller description of our responsibilities is provided on the FRC’s website at
www.frc.org.uk/auditorsresponsibilities.

The purpose of our audit work and to whom we owe our responsibilities

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 responsibility to anyone other than the company and the
company’s members, as a body, for our audit work, for this report, or for the opinions we have formed.

Ao Moo

Stephen Muncey (Senior Statutory Auditor)
for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants '

KPMG LLP
Dragonfly House
2 Gilders Way
Norwich

NR3 1UB

Date: 28 September 2018



SMITHFIELD FOODS LIMITED

INCOME STATEMENT
52 weeks ended 31 December 2017

TURNOVER.

Cost of Sales

Gross frofi t

Administrative expenses
OPERATING PROFIT

Interest receivable and similar income
Interest payable and s imilar exbens €s
PROFIT BEFORE TAXATION
Tax on Profit \

PROFIT AFTER TAXATION

All Activities derive fromcontinuing operations

STATEMENT OF COMPREHENSIVE INCOME

52 weeks ended 31 December 2017

Profit forthe financialperiod
Remeasurement of net defined benefit asset

Tax relating to components of other comprehensiveincome
TOTAL COMPREHENSIVE INCOME FOR THE FINANCIAL

PERIOD

52 Weeks 52 Weeks
to 31 to 1 January
December 2017 2017
Note £'000 £'000
3 89,449 83,683
(85,192) (78,867)
4,257 4,816
(3,743) (4,332)
4 514 484
7 21 38
8 67) (79)
468 43
9 89 (79)
37 364

52 Weeks
to 31 52 Weeks
December to 1 January
2017 2017
£'000 £'000
379 364
17 114 (250)
9 19) 51
474 165

10



SMITHFIELD FOODS LIMITED

STATEMENT OF FINANCIAL POSITION

As at 31 December2017

FIXED ASSETS
Tangible assets
Investments

CURRENT ASSEIS
Stocks

Debtors

Cash atbankand in hand

CREDITORS: amounts falling duewithin one year
NET CURRENT ASSETS

TOTAL ASSETIS LESS CURRENT LIABILITIES

Provision forliabilities and charges
Pension asset

NET ASSETS

CAPITAL AND RESERVES
Called up share capital
Capital redemption reserve
Income statement

Note

10
11

12
13

14

15
17

16
16
16

31December 1 January
2017 2017
£°000 . £'000
145 179
1,100 1,100
1,245 1,279
3,946 4,719
13,593 12,571
190 615
17,729 17,905
(10,978) (11,562)
6,751 6,343
7,996 7,622
172) 137
914 779
8,738 8,264
432 432
3 3
8,303 7,829
8,738 8,264

SHAREHOLDERS’ FUNDS

The financialstatements of Smithfield Foods Limited, registered number 02874729, were approvedby the Board of
Directors and authorised forissueon LR Sq“’ml.er

They were s on its behalfby
R Ashton

Director



SMITHFIELD FOODS LIMITED

STATEMENT OF CHANGES IN EQUITY
At 1 January 2017

At 3 January2016

Profit forthe financialperiod
Remeasurement of net defined benefit liability
Tax relating to items of other comprehensive income

Total comprehensive income

_At1 Janaary2017

Profit forthe financial period
Remeasurement of net defined benefit liability
Tax relating to items of other comprehensive income

Total comprehensiveincome
At31 December 2017

o redeomption income Total
capltal reserve statement

'£'000 - £'000 £7000 £000

432 3 7,664 8,099

- - 364 364

- - (250) (250)

- - 51 51

- - 165 165

432 3 7,829 8,264

- - 379 379

- - 114 - 114

- - (19) 19

- - 474 474

432 8,303 8,738

12



SMITHFIELD FOODS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
52 weeks ended 31 December 2017

1.

ACCOUNTING POLICIES

The principalaccounting policies are sumnnmsed below. They have allbeen applied consistently throughout the
period and the preceding period.

General information and basis of accounting

Smithfield Foods Limited is a company incorporated in the United Kingdomunder the Companies Act. Thenature
of the company’s operations and its principal activities are set out in the strategic report on pages 4and 5.

The financial statements have been prepared under the historical cost convention, modified by the revaluation of
certain assets, and in accordance with Financial Reporting Standard 102 (FRS 102) issued by the Financial
Reporting Council.

The functional currency of Smithfield Foods Limited is considered to be pounds sterling because thatis the cunency
of the primary economic environment in which the company operates.

Smithfield Foods Limited meets the defiition of a qualifying entity under FRS 102 and has therefore taken
advantage ofthe disclosure exemptions available to it in respect ofits financials tatements. Exemptions have been
taken in relation to financial instruments, presentation of a cash flow statement, intra-group transactions and
remuneration of key management personnel.

Consolidation

The company is a wholly owned subsidiary of Smithfield Foods Group Limited and ultimatety W H Group Limited,
which prepares consclidated financial statements. Accordingly, the preparation of group financial statements i
not required undersection 400 of the Companies Act 2006. These financial statements pre sentinformationabout
the company as an md1v1dual undertaking and not about its group.

Going concern

The Company’s business activities, together with the factors likely to affect its future development, performance
and position are set out in the strategic report. The strategic report also describes the financial position of the
Company; the Company’s objectives, policies and processes formanaging its capital; its financialrisk management
objectives; and its exposure to credit risk and liquidity risk.

The Company meets its day to day working capitalrequirements through a 12-month rolling invoice discounting
facility which is due forrenewalin April2019. The Company has helddis cussions with its bankers aboutits future
borrowing needs and no matters have beendrawn to its attention to suggest that renewal may not be forthcoming
on acceptable terms.

The Company’s forecasts andp: g ections, taking account of reas onably possible changes in trading performance,
show that the Company should be able to operate within the level of its current facility. '

" The directors have a reasonable expectation that the Company has adequate resources to continue in operational

existence forthe foreseeable future, Thus, they continue to adopt the going concem basis of accounting in preparing
the annual financial statements.

Turnover

Tumoverrepresents the total amount receivable (excluding valne added tax) in the ordinary course of business and
is recognised at the pointat which the company has fulfilled its obligation with respect to thesale, which generally
occurs on delivery.

13



SMITHFIELD FOODS LIMITED

1.

ACCOUNTING POLICIES (continued)
Tangible fixed assets

Tangible assets are stated at historic purchase cost less accumulated depreciation. Cost includes the original
purchase price of the asset and thecosts attributable to bringing the assetto its wotking condition for its intended
use. Depreciationis calculated towrite offthe cost oftangible assets, less their residual values, over their expected
useful lives, which are periodically reviewed, using the sttaight-line basis as follows:

Plant and machinery 10% to 50%
Stocks

Stocks are stated at the lower of cost and net realisable value, after making due allowance for obsolete and slow
moving items. Costis determinedon a first in, first out basis. Net realisable value is the price at which stocks can
be sold in the normal course of business, net of further costs to be incurred, if any.

Taxation

Current tax, including UK corporationtaxand foreigntax, is provided at amounts expected to be paid (or recovered)
using the taxrates and laws that have been enacted or substantively enacted by the balance sheet date.

Deferred tax is recognised in respect ofall timing differences that have originatedbut not reversed at the balance
sheet date where transactions or events that result in an obligation to pay more taxin 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

Group's taxable profits and its results as stated in the financial statements that arise fromthe inclusion of gains and
losses in taxassessments in periods different fromthose in which they are recognised in the financialstatements.

Unrelieved taxlosses and other deferred taxassets are recognisedonly to theextent that, on thebasis ofall available
evidence, it can be regarded as more likely than not thattherewill be suitable taxable profits fromwhich the future
reversal of the underlying timing differences can be deducted.

Deferred taxliabilities are recognised for timing differences arising frominvestments in subsidiaries and assocites,
except where the Group is able to control the reversal of the timing difference and it is probable that it will not
reverse in the foreseeable future.

Deferred taxis measuredusing the taxrates and laws thathavebeen enacted or substantively enacted by the balance
sheet datethat are expected to apply to the reversal of the timing difference. Deferredtaxrelatmg toproperty, phnt
and equipmentmeasured using the revaluation modeland investmentproperty is measured using the taxrates and
allowances that apply to sale of the asset.

Where items recognised in other comprehensiveincome or equity are chargeable to ordeductible fortaxpurposes,
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.

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

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

Leases

Rentals applicable to operating leases where substantially all ofthe benefits and risks of ownership remain with the
lessor are charged to the income statement on a straight line basis over the life of the lease.

14



SMITHFIELD FOODS LIMITED

1.

ACCOUNTING POLICIES (continued)
Investments

Investments in subsidiary undertakings are stated at cost in the financial statements of the company less aty
provision necessary for impairment in value,

Provisions

Provisions are recognised wherethereis a present obligation as a result ofa past event, it is probable thata transfer
ofeconomic benefits willbe required to settle the obligation, and a reliable estimate can be made ofthe amountof
the obligation.

Pension costs
Defined benefit scheme

As a result of the transfer of the assets and trade of Pek London Limited to the company on 18 April 2006, the
company replaced Pek London Limited as the Principal Employer to the Ridpath Pek Ltd Pension and Life
Assurance Fund. The scheme was closed to further accrual with effect from 1 October 2003.

For defined benefit schemes the amounts charged to operatin g profit are the costs arising fromemployee services
rendered during the periodand the cost of plan introductions, benefit changes, settlements and curtailments. They
areincluded as partofstaffcosts. Thenet interest cost onthenet defined benefit liability is charged tothe income
statement and included within interest receivable and similarincome. Remeasurement comprising actuarial gams
and losses and the return on scheme assets (excluding amounts included in net interest on the net defined beneft
liability) are recognised immediately in other comprehensive incoms.

Defined benefit schemes are funded, with the assets of the scheme held separately fromthose ofthe Company, in
separate trustee adminis tered funds. Pension scheme assets are measured at fair value and liabilities are measured
on an actuarial basis using the projected unit creditmethod. The actuarial valuations are obtained at least trienmially
and are updated at each period end date,

Defined contribution scheme

Fordefined contribution schemes the amount charged to the income statement in respect of pension costs and other
retirement benefits is the contributions payable in the year, Differences between contributions payable in the year
and contributions actually paid are shown as eitheraccruals or prepayments in the statement of financial position.

Foreign exchange

Transactions denominated in foreign currencies are translated into sterling at the rates ruling at the dates of the
transactions, Monetary assets and liabilities denominated in foreign currencies at the period end date are
translated at therates ruling at that date. Translationdifferences arising are dealt with in the income statement.

Financial instruments

Financial agsets and financial liabilities are recognised upon becoming a party to the contractual provisions of the
instrument. .

Trade debtors

Trade debtors are non-interest bearing and are stated at theirnominal value, as reduced by appropriate allowances
for estimated itrecoverable amounts.

Financial liabilities and equity instruments

Financial liabilitics and equity insti'umems are classified according to the substance of the contractual arrangenents
entered into. An equity instrument is any contract that gives a residual interest in the assets of the company after
deducting all of its liabilities.

Trade creditors

* Trade creditors are not interest bearing and are stated at their nominal value.

15



SMITHFIELD FOODS LIMITED

L

ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Equity instruments ,

Equity instruments issued by the company are recorded at the proceeds received, net of direct issue costs.
Impairment of assets

Assets, otherthan thosemeasuredat fair value, are assessed for indicators of impairment at each balance sheet date,
Ifthere is objective evidence of impairment, an impairment loss is recognised in profit orloss as descdbed below.

Non-financial assets

An assetis impaired where there is objective evidence that, as a result of one or more events that occumred after
initial recognition, 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 selland its value in use.

Therecoverable amount of goodwill is derived frommeasurement ofthe present value of the future cashflows of

the cash-generating units of which the goodwill is a part. Any impairment loss in respectof a CGU'is allocated first
to the goodwill attached to that CGU, and then to other assets within that CGU on a pro-rata basis,

Where indicators exist for adecrease in impairment loss, the priorimpairment loss is tested to determine reversal
An impairment loss is reversedonan individual impaired asset to theextent thattherevised recoverable vahie does

" notlead to arevised carrying amount higher than the carrying valuehad no impairment been recognised. Where a

reversal of impairment occurs in respect ofa CGU, the reversalis applied first to the assets (other than goodwill)
of the OGU on a pro-rata basis and then to any goodwill allocated to that CGU.

Financial assets

For financial assets carried at amottised cost, the amount of an impairment is the difference between the asset’s
carrying amount and the present value of estimated future cash flows, discounted at the financial asset’s ongmal
effective interest rate.

For financial assets carried at cost less impairment, the impairment loss is the difference between the asset’s
carrying amountand the best estimate ofthe amount that would bereceived forthe 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
occutring after the impairment was recognised, the prior impairment loss is tested to determine reversal. An
impairment loss is reversed on anindividual impaired financial asset tothe extent that therevised recoverable vahie
does notlead to a revised carrying amounthigher than the canrying value had no impairment been recognised.

16



SMITHFIELD FOODS LIMITED

2.

CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application ofthe 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 ate not
readily apparent fromothersources. The estimates andassociated 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 assumptions are reviswed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the revision affects only that period, or in the period 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 following are the critical judgemsnts, apart fromthose involving estimations (which are dealt with s eparately
below), that the directors have made in the process ofapplying the Company’s accounting policies and thathave
the most significant effect on the amounts recognised in the financial statements.

Pension commitments

The directors have made assumptions to calculate the assets and liabilities ofthe defined benefit pension schene,
The pension scheme has assets 0f£6,720k(1 January 2017 - £6,605k) and liabilities of £5,806k (1 January 2017 -
£5,826k). The assumptions are documented in note 17 ofthe financial statements. The directors are comfortabk
with the assumptions on thebasis of having takenaccount of expert actuarial advice. The directors have also made
assumptions in relation to the control, and therefore recogmtlon, ofthe netpensmn surplus and believe ths asset to
be recoverable after expert legal advice. The pension asset recognised in the Company s statement of financil
position is £914k (1 January 2017 - £779%).

The directors have recognised the plan surplus as a defined benefit plan asset as they have assessed that the
Company will be ableto recover the surplus through eitherreduced contributions in the future orthrough refinds
from the plan, The unitised with profits policy which forms part of the scheme assets includes a market value
adjustment of £1,058k at 31 December2017 (1 January 2017; £938k). The Directors believe this adjustment shoud
beincluded in the scheme assets to ensure that the asset value represents the Surrender (market) vahie of the fund
at the period end.

TURNOVER AND REVENUE

The turnoverand profit before taxare attributable to theoneprincipal activity of the company, undertaken in the
United Kingdom. An analysis of turnoverby destinationis gwenbelow

52 Weeks
to 31 52 Weeks
December to 1 January
2017 2017
£°000 £'000
Sale of goods revenue
United Kingdom 83,687 76733
Overseas 5,762 6950
TURNOVER : 89,449 83,683
Interestrevenue
Net interest on defined benefit asset 21 38
TOTAL REVENUE 89,470 83,721
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SMITHFIELD FOODS LIMITED

4. OPERATING PROFIT

52weeks 52 weeks

to 31 tol
December January
2017 2017

£°000 £°000
Operating profit is stated after charging/(crediting):

Depreciation of owned tangible assets 89 99

Operating leaserentals 103 102

Foreign exchangegains - (69)
Costofstockrecognisedas an expense 82,907 76,963

The analysis of auditor’s remuneration is as follows:

Fees payable to the company’s auditor for the audit of the company’s accounts 38 37

Fees payable to thecompany’s auditor fortaxation compliance services 5 4

5. DIRECTORS’ EMOLUMENTS
The directors’ aggregate emoluments in respect of qualifying services were:

52weeks 52 weeks

to 31 to1

December January

2017 2017

- £°000 £000

Aggregateemoluments ’ . 226 301
Company confributions to defined contribution pension scheme 44 42
270 3

Retirement benefits were accruing to two directors (52 weeks to 31 December 2017 - two) under defined
contribution company pension schemes during the year under review. :

Emoliments payable to the highest paid director are as follows:
52weeks 52 weeks

to31 fo 1

December January

2017 2017

' £°000 £'000

Empluments receivable 146 201
Company contributions to defined contribution pension schemes 29 27
175 228
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SMITHFIELD FOODS LIMITED

6. EMPLOYEE INFORMATION
S2weeks 52 weeks

to1 tol
December January
2017 - 2017
' No No

The average monthly number of persons (including executive ‘

directors) employed by the company during the period was: '

Sales ' 12 8
Adminigtration , 35 37
47 45

———————

£'000 £°000
The aggregate payroll costs of these persons were as follows:

Wages and salaries 2,106 1,958
Social security costs 256 241
Otherpension costs 174 176

2,536 2,375

7. INTEREST RECEIVABLE AND SIMILAR INCOME

52weeks 52weeks

to 31 to'l
December January
2017 2017

£000 £'000

Interest receivable on bankaccounts - -
Net interest on defined benefit asset (note 17) 21 38

21 38

8 INTEREST PAYABLE AND SIMILAR CHARGES
52weeks 52 weeks

to 31 tol
December January
2017 2017

£'000 £000

Interest payable on invoice dis counting facility 67 79




SMITHFIELD FOODS LIMITED

9, TAX ONPROFIT ON ORDINARY ACTIVIIILES
Aggregate current and deferred tax

52 Weeks 52 Weeks
to 31 December 2017 to'1 January 2017

£'000 £'000 £'000 £000 £000 £000

Current Deferred Total Current Deferred Total

Tax Tax Tax . Tax Tax Tax

Recognised in Profit and Loss account 74 15 89 114 (35) 79
Recognised in other comprehensive ’

income - 19 19 - (51) (51)

Recognised directly in equity - - - . . -

Total Tax 74 34 108 114 (86) 28

Deferred tax recognised in other comprehensive income relates to remeasurement of net defined benefits pension asset.

Analysis of tax charge recognisedin the profit and loss in the period

52 Weeks 52 Weeks -
to 31 tol
December January
2017 2017
£'000 £'000
Current tax:
UK corporation taxon profits ofthe period 74 115
Adjustmertin respect of provious years - €))
Totalcurrent tax : 74 114
Deferredtax
Origination and reversal of timing differences 15 2n
Adjustmentin respect of previous periods - ©
Effect oftax changes in taxrates ' - i 1
Total deferred tax 15 (35)
Tax on profit on ordinary activities 89 79
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SMITHFIELD FOODS LIMITED

9. TAX ONPROFIT ON ORDINARY ACTIVITIES (continued)

Factors affecting tax credit for the period

The current taxassessed for the period is different to thestandard rate ofcorporation taxin the UK of 19% (52 weeks to

31 December 2017 — 19.25%). The differences are explained below:

Profit before taxation

Profit before taxat the standard rate of corporation taxin
the UK of 19% (52 weeks to 31 December2017 — 19.25%)

Effects of:

Income not chargeable to corporation tax
Expenses notdeductible for tax purposes
Adjustmentin respect of previous years

52 Weeks 52 Weeks
to 31 tol
December January
2017 2017
£'000 £'000
468 443

90 89

1 -

(¢))] (10)

89 79

Factors affecting tax charge for future years

In recent years the UK Govemment has steadily reduced the rate of UK corporationtax, with the latest rates

substantively enacted by thebalance sheet datsbeing 19% with effect from 1 April 2017 and 17% effective from 1 April

2020. The closing deferred taxassets and liabilities have been calculated at 17%, on the basis that this is the rate at

which thoseassets and liabilities are expectedto unwind.
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SMITHFIELD FOODS LIMITED

10. TANGIBLE FIXED ASSETS

Plant and
machinery
Cost
At 1 January 2017 672
Additions ‘ 59
Disposals (140)
At31 December2017 591
Depreciation
At 1 January 2017 493
Charge forthe period 89
Disposals (136)
At 31 December2017 446
Net book value
At 1 January 2017 179
At 31 December2017 145
11. INVESTMENTS
31 December 1 January "
2017 2017
£°000 £000
Costand netbook value 1,100 1,100

In the opinionofthe directors the value ofthe investment in the subsidiary undertaking i Is not less thanthe aggregate
amount at which it is carried in the statement of financial position.

Country of Percentage of ordinary
Subsidiary undertaking incorporation shares held Principal activity
Pek London Limited Great Britain ' 100% Non-trading

Registered office: Norfolk Tower, 48-52 Surrey Street, Norwich, Norfolk, NR1 3PA
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SMITHFIELD FOODS LIMITED

12. STOCKS
31 December 1January
2017 2017
; ‘ £000 £000
Finished goods 3,946 4,719

The replacement cost of stocks does not differ materially from the values disclosed above.

13. DEBTORS

31 December 1 January
2017 2017
£000 £000

Amounts falling due within one year ' :
Tradedebtors 12,876 11,815
Amounts owed by group undertakings 1 11
Other debtors 114 127
Prepaymentsand accrued income ’ _ 592 © 618
' 13,593 12,571

Amounts owedby group undertakings are unsecured, interest free, and repaysble on demand.

14, CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

31December 1 January

2017 2017

£°000 £000

Invoice discounting advances 1,921 2,499
Trade creditors : 2,571 1,361
Group trading relationships 4,228 4,950
Group loans 1,100 1,100
Corporation tax : ' 28 4
Accruals and deferred income 1,130 1,588
10,978 11,562

Advancesunder invoice discounting arrangements are secured b}.'a fixed and floatin g chargeoverthe trade
debtors of the company.

Group Loans are unsecured, interest free and repayable on demand.



SMITHFIELD FOODS LIMITED

15.

16.

PROVISION FOR LIABILITIES AND CHARGES

The movement in deferred taxduriﬁg the period was:

. £'000
At January 2017 : 137
Charged to income statement 16
Charged to other comprehensive income 19
At31 December2017 172
The deferred taxliability consists ofthe taxeffect of timing differences in respect of:
\
31 December 1January
2017 2017
£'000 £'000
Accelerated capital allowances ' 58 23
Other timing differences 114 114
172 137
CALLED UP SHARE CAPITAL AND RESERVES
31 December 1January
2017 2017
: £000 £000
Called up, allofted and fully paid
431,666 ordinary shares of £1 each 432 432

The company’s otherreserves are as follows:

The capitalredemption reserverelates to purchaseof own shares.

The income statement represents cumulative profits or losses, net of dividends and other adjustments.
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SMITHFIELD FOODS LIMITED

17.

PENSION COMMITMENTS
Defined benefit scheme

As a result of the transfer of the assets and trade of Pek London Limited to the cothpany on 18 April 2006, the
company replaced Pek London Limited as the Principal Employer to the Ridpath Pek Ltd Pension and Life

Assurance Fund. The scheme was closed to further accrual with effect from 1 October 2003.

The most recent formal valuation of the scheme was carried outby a qualified independent actuary asat 1 October

2014 and updated to 31 December 2017.

" The major assumptions used by the actuary were:

31 December

2017

Rate of increase of pensions in payment 3.6%
Discountrate 25%
Inflation ‘ 33%

The mortality assumptions used were as follows:

1 January
2017

3.6%
2.6%
33%

Investigations have been carried out within the past three years into the mortality experience of the Company’s
defined benefit schemes, Theseinvestigations concluded thatthe currentmortality assumptions includesufficient
allowance for future improvements in mortality rates. The assumed life expectations on retirement at age 65 are:

31 December
2017
. . Years
Life expectancies at 65 for individuals currently aged 65

Men 23
Women 25

Life expectanciesat 65 for individuals currently aged 45 -
Men 24
Women 26

1 January
2017

Years
23
25

24
27
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SMITHFIELD FOODS LIMITED

17.

PENSION COMMITMENTS (continued)

Amounts recognised in the income statement in neispect ofthis defined benefit scheme are as follows:

31 December - 1January -
2017 2017
£'000 £000
Net interest incoms 21 38
31 December 1 January
] 2017 2017
£'000 £'000
Recognised in othercomprehensive income: .
Totalincome / (cost) related to defined benefit scheme 114 (250)

The amounts includedin the statementof financial positionarising from the Company’s obligations in respect of

its defined benefit scheme is as follows:

31 December 1 January
2017 2017
Present value of defined benefit obligations (5,806) (5,826)
Fair value of scheme assets 6,720 6,605
Net asset recognised in the statementof financial position ‘ 914 779
Moverments in the present value of defined benefits obligations were as follows:

31 December 1 January
2017 2017

Opening defined benefit obligation 5,826 5166
Interest cost : 148 190
Actuariallogses/(gains) 49 781
Benefits paid 217) (311)
Closing defined benefit obligation : 5,806 5,826
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SMITHFIELD FOODS LIMITED

17.

18.

PENSION COMMITMENTS (continued)
Movementin the fair value of plan assets was as follows:

Opening fair value ofplan assets

Interest income

Retumn on plan assets (excluding amounts includedin net interest
cost)

Contributions fromthe employer

Administration fee paid from Scheme assets

Benefits paid

1 January

Closing fairvalue ofplan assets

The analysis ofthe scheme assets at the period end date was as follows:

Unitised with-profits policy

Pension annuities held in the trustees' name

31 December
2017 2017
£000 £000
6,605 6,157
169 228
163 531
1 1
S | -1
=217 -311
6,720 6,605
31 December 1 January
2017 2017
£°000. £°000
3,578 3474
3,142 3,131
6,720 6,605

No contributions are expectedto be made to the scheme in the upcoming year otherthan to coverthe

administration fee ofapproximately £1,000.

The directorshave recognisedthe plan surplus as a defined benefit plan assetas they haveassessed that the
Company will be able to recover the surplus through eitherreduced contributions in the future orthroughrefunds
from the plan. The unitised with profits policy which forms part ofthe scheme assets includes a market vahie
adjustment of £1,058k at 31 December2017 (1 January 2017: £938k). The Directors believe this adjustment
shouldbe included in the scheme assets to ensure thatthe asset value represents the Surrender (market) value of

the fund at the periodend.

FINANCIAL COMMITMENTS .

Total future minimum Jease paymentsundernon-cancellable operating leases are as follows:

31 December 1 January
2017 2017
£'000 £'000
Land and Buildings .
Within one year 87 87
Between one andfive years 24 98
Total current tax 111 185
Other
Within one year , 12 12
Between one and five years 16 32
Total current tax 28 42
Total Commitments 139 227
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SMITHFIELD FOODS LIMITED

19.

PARENT UNDERTAKINGS AND ULTIMATE CONTROLLING PARTY

The company is a wholly owned subsidiary undertaking of Smithfield Foods Group Limited, a company
incorporated in the UK. Smithfield Foods Group Limited in tum is owned by SFDS Global Holdings BV, a -
company incorporated in the Netherlands. Fach of these companies is a wholly owned subsidiary of Smithfield
Foods, Inc. (“SFI"), incorporated in the State of Virginia, USA, which in tum is a wholly owned subsidiary of WH
Group Limited (“WHG"), incorporated in the Cayman Islands and listed on the Stock Exchan ge of Hong Kong,
which was thelargestgroup to consolidate the company. Copies of WHG’s group financial statements are availabke
from www.wh-group.com. The ultimate parent undertaking and controlling party was WH Group Limited.
The smallest group to consolidate the company accounts is Smithfield Foods Inc.
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