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DAVID WOOD BAKING UK LIMITED

STRATEGIC REPORT .
FOR THE YEAR ENDED 30 NOVEMBER 2016

The directors present the strategic report for the year ended 30 November 2016.

Fair review of the business
Our strategy is to deliver shareholder value by:

Delivering sales growth through investment in organic growth drivers such as new product development
and expansion in high growth markets;

Enhancing margins through a relentless drive for operational improvement across all our businesses;
Managing the balance sheet and operations efficiently to generate strong cash-flows;

Making acquisitions that add complementary customers or products;

Improving returns on capital.

The business has consolidated its return to profitability following the site rationalisation in 2014 and is
progressing well with its focus on filling capacity and improving each site’s operational efficiency.

Principal risks and uncertainties
Commercial risks include: -

Cost increases in raw materials or energy - where possible these are managed by means of longer term
contracts or contracts with customers that provide a margin of profit over actual costs. The purchasing
team focus on obtaining value for money on all materials acquired with a schedule of constant review of
key materials acquired. .

Contracts can and have been lost due to competition from other suppliers into the markets we serve.
The company sets margin targets based on cost assumptions for a site as well as capacity opportunities
at each site but will not commit to contracts unless the margins are acceptable to it.

Key performance indicators
KPls used to monitor the performance of the business include:

Detailed weekly and monthly operating reports for each site highlighting continual improvements in site
efficiencies and capacity utilisation;

« Health & safety - accidents, both reportable and other are measured and trend analysis used to monitor

improvements;

* Food safety - regular site audits are conducted by our own internal teams as well as by customers and

external auditors. We recognise that we have obligations to our customers and the consumers. The
company holds BRC Global Standard for Food Safety Certification for each of its sites.




DAVID WOOD BAKING UK LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 30 NOVEMBER 2016

Future developments
The group continues to focus on improving capacity utilisation at each site as well as maximising site operational
efficiency.

We will focus on developing customer relationships by selling more products to existing customers.

We will focus on engineering improvements at each site to reduce materials wasted and avoid additional
employee recruitment as we grow.

This will deliver products at the very best value for money to its customers whilst achieving acceptable margins
for the future benefit of the business. :

On behalf of the board

Mr D A Wood
Director

A RO




DAVID WOOD BAKING UK LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 30 NOVEMBER 2016

The directors present their annual report and financial statements for the year ended 30 November 2016.

The financial statements are drawn up to the nearest Saturday to 30 November which falls on 3 December 2016
("the financial year").

For commercial reasons, the prior period financial statements were prepared for a period other than a year. For
this reason the comparative figures reflect the results for the 8 month period ended 5 December 2015, and as
such comparative amounts presented in the financial statements are not entirely comparable to the current year
figures which represent a full year of trading.

Principal activities

The principal activity of the group continued to be that of the manufacture of breads, confectlonery items and
savoury products such as frozen pies and ready made meals.

Directors

The directors who held office during the year and up to the date of signature of the financial statements were as
follows:

Mr D A Wood
Mrs K Wood

Results and dividends
The results for the year are set out on page 7.

Ordinary dividends were paid amounting to £15,858. The directors do not recommend payment of a further
dividend.

Qualifying third party indemnity provisions
The group has made qualifying third party indemnity provisions for the benefit of its directors during the year.
These provisions remain in force at the reporting date.

Research and development

During the period the group incurred costs in relation to research and development amounting £19,307 (2015 -
£23,705). Costs have been expensed to the profit and loss account when incurred.

Disabled persons

Applications for employment by disabled persons are always fully considered, bearing in mind the aptitudes of
the applicant concerned. In the event of members of staff becoming disabled, every effort is made to ensure that
their employment within the group continues and that the appropriate training is arranged. It is the policy of the
group that the training, career development and promotion of disabled persons should, as far as possible, be
identical to that of other employees. )

Employee involvement

The group is committed to equal opportunity in all employment practices, policies and procedures. This means
that no employee or potential employee will receive less favourable treatment due to race, religion, nationality,
age, sex, sexuality or disability.

All employees are trained for several roles, and encouraged to move up to a higher grade. Employees are kept
informed about group matters through internal media and through managers.

Auditor

RSM UK Audit LLP have indicated their willingness to be reappointed for another term and appropriate
arrangements are being made for them to be deemed reappointed as auditors in the absence of an Annual
General Meeting.




'DAVID WOOD BAKING UK LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 30 NOVEMBER 2016

Matters of Strategic Importance
Certain information is not shown within the Directors’ Report as it is instead included within the Strategic Report
in accordance with section 414C(11) of the Companies Act 2006.

Statement of disclosure to auditor

So far as the directors are aware, there is no relevant audit information of which the group's auditor is unaware.
Additionally, the directors have taken all the necessary steps that they ought to have taken as directors in order
to make themselves aware of all relevant audit information and to establish that the group's auditor is aware of
that information.

On behalf of the board

Directqr
s\/‘ll 13




DAVID WOOD BAKING UK LIMITED

DIRECTORS' RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 30 NOVEMBER 2016

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

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

+ select suitable accounting policies and then apply them consistently;

* make judgements and accounting estimates that are reasonable and prudent;

» state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements;

« prepare the financial statements on the going concern basis unless it is inappropriate to presume that
the group and company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the group’s and company’s transactions and disclose with reasonable accuracy at any time the financial position
of the group and company and enable them to ensure that the financial statements comply with the Companies
Act 2006. They are also responsible for safeguarding the assets of the group and company and hence for
taking reasonable steps for the prevention and detection of fraud and other irregularities.




INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF DAVID WOOD BAKING
UK LIMITED

Opinion on financial statements

We have audited the group and parent company financial statements (the “financial statements") on pages 7 to
31. The financial reporting framework that has been applied in their preparation is applicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including FRS102
“The Financial Reporting Standard applicable in the UK and Republic of Ireland”.

In our opinion the financial statements:

- give a true and fair view of the state of the group's and the parent company's affairs as at 30 November 2016
and of the group’s profit for the year then ended;

* have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and
+ have been prepared in accordance with the requirements of the Companies Act 2006.

Scope of the audit of the financial statements

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

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the information given in the Strategic Report and the Directors' Report for the financial year for
which the financial statements are prepared is consistent with the financial statements.

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to
report to you if, in our opinion:

» adequate accounting records have not been kept by the parent company, or returns adequate for our audit

have not been received from branches not visited by us; or

» the parent company financial statements are not in agreement with the accounting records and returns; or

« certain disclosures of directors' remuneration specified by law are not made; or

* we have not received all the information and explanations we require for our audit.

Respective responsibilities of directors and auditor )

As more fully explained in the Directors' Responsibilities Statement set out on page 5, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair
view. Our responsibility is to audit and express an opinion on the financial statements in accordance with
applicable law and International Standards on Auditing (UK and Ireland). Those standards require us to comply
with the Auditing Practices Board's (APB's) Ethical Standards for Auditors.

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.

Hugh Fairclough (Senior Statutory Auditor)
For and on behalf of RSM UK Audit LLP, Statutory Auditor
Chartered Accountants

2 Whitehall Quay
Leeds

LS1 4HG
/;2/3//?




DAVID WOOD BAKING UK LIMITED

CONSOLIDATED STATEMENT OF INCOME AND RETAINED EARNINGS
FOR THE YEAR ENDED 30 NOVEMBER 2016

Year

ended

30 November

2016

Notes £

Turnover 3 79,463,001
Cost of sales (64,461,225)
Gross profit 15,001,776
Distribution costs (4,835,507)
Administrative expenses (8,117,281)
Other operating income 3 73,651
Operating profit 5 2,122,639
Interest receivable and similar income 9 3,492
Interest payable and similar charges 10 (557,480)

Costs of a fundamental reorganisation or

restructuring of existing operations 4 (98,420)
Profit on ordinary activities before taxation 1,470,231
Taxation 11 (72,355)
Profit for the financial year 29 1,397,876
Retained earnings brought forward (309,526)
Dividends 12 (15,858)
Retained earnings carried forward 1,072,492

Period
ended

5 December
2015

£

46,794,685
(37,854,452)

8,940,233
(2,761,328)
(5,263,051)

49,099

964,953

(326,22&‘:)
(224,800)
413,929

8,946
422,875

(696,721)
(35,680)

(309,526)




DAVID WOOD BAKING UK LIMITED

Company Registration No. 06665444

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT 30 NOVEMBER 2016

Fixed assets
Intangible assets
Tangible assets

Current assets

Stocks

Debtors

Cash at bank and in hand

Creditors: amounts falling due within
one year
Net current liabilities

Total aésets less current liabilities

Creditors: amounts falling due after
more than one year

Provisions for liabilities
Deferred income

Net assets

Capital and reserves
Called up share capital

Profit and loss reserves

Total equity

Notes

13
14

17
18

19

20

24

26

28
29

6,114,750
19,275,101
407,558

25,797,409

(31,158,606)

2016

5,622,496

2015
£ £ £
(442,358) (841,863)
15,624,096 14,232,695
15,181,738 13,390,832

4,756,689

16,467,069

786,986

22,010,744

(26,537,934)

(5,361,197) (4,527,190)
9,820,541 8,863,642
(3,516,690) (3,940,513)

(374,735) (302,380)
(306,620) (380,271)
5,622,496 4,240,478
4,550,004 4,550,004
1,072,492 " (309,526)
4,240,478

The financial statements were approved by the board of directors and authorised for issue on l{(3|‘7’

and are signed on its behalf by:

Dod Wol

Mr D A Wood
Director




' Company Registration No. 06665444
DAVID WOOD BAKING UK LIMITED

COMPANY STATEMENT OF FINANCIAL POSITION
AS AT 30 NOVEMBER 2016 '

2016 ' 2015

Notes £ £ £ £
Fixed assets
Investments 15 5,000,001 5,000,001
Current assets :
Debtors 18 42,402 58,260
Net current assets 42,402 58,260
Total assets less current liabilities 5,042,403 5,058,261
Capital and reserves
Called up share capital 28 4,550,004 4,550,004
Profit and loss reserves 29 492,399 508,257
Total equity ' 5,042,403 5,058,261

The financial statements were approved by the board of directors and authorised for issue on ){Il\‘q
and are signed on its behalf by:

D oud Woo

Mr D A Wood
Director




DAVID WOOD BAKING UK LIMITED

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 NOVEMBER 2016

Notes

Cash flows from operating activities

Cash generated from/(absorbed by) 34
operations

Interest paid
Income taxes (paid)/refunded

Net cash inflow/(outflow) from operating
activities

Investing activities
Purchase of tangible fixed assets
interest received

Net cash used in investing activities
Financing activities

Proceeds from borrowings

Repayment of borrowings

Repayment of bank loans

Payment of finance leases obligations
Dividends paid to equity shareholders

Net cash generated from financing
activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

2016

£ £

1,959,711

(557,480)

(2,634)

1,399,597
(2,750,609)
3,492

(2,747,117)
2,562,510
(454,382)
(623,500)
(500,678)
(15,858)

968,092

(379,428)

786,986

407,558

2015
£ £
(2,489,150)
(326,224)
226,989
(2,588,385)
(518,387)
(518,387)
2,635,054
(91,391)
(408,607)
(242,434) .
(35,680)
1,856,942
(1,249,830)

2,036,816

786,986

-10-



DAVID WOOD BAKING UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 NOVEMBER 2016

1 Accounting p‘olicies

Company information

David Wood Baking UK Limited (“the company”) is a private company limited by shares, and is registered,
domiciled and incorporated in England and Wales. The registered office is 1 Calverley Road, Oulton,
Leeds, LS26 8JD.

The group consists of David Wood Baking UK Limited and all of its subsidiaries.

The company's and the group's principal activities and nature of its operations are disclosed in the
Directors' Report.

Accounting convention

These financial statements have been prepared in accordance with FRS 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland” (“FRS 102”) and the requirements of the
Companies Act 2006, including the provisions of the Large and Medium-sized Companies and Groups
(Accounts and Reports) Regulations 2008.

The financial statements are prepared in sterling, which is the functional currency of the company.
Monetary amounts in these financial statements are rounded to the nearest £.

The financial statements are drawn up to the nearest Saturday to 30 November which falls on 3 December
2016 ("the financial year"). Comparative figures are for the 8 months ending 5 December 2015.

The financial statements have been prepared under the historical cost convention. The principal
accounting policies adopted are set out below.

Reduced disclosures

The company is a qualifying entity for the purposes of FRS 102, being a member of a group where the
parent of that group prepares publicly available consolidated financial statements, including this company,
which are intended to give a true and fair view of the assets, liabilities, financial position and profit or loss
of the group. The company has therefore taken advantage of exemptions from the following disclosure
requirements for parent company information presented within the consolidated financial statements:

» Section 7 'Statement of Cash Flows' — Presentation of a statement of cash flow and related notes
and disclosures; )
« Section 33 ‘Related Party Disclosures’ — Compensation for key management personnel.

-Company profit and loss
As permitted by s408 Companies Act 2006, the company has not presented its own profit and loss account
and related notes as it prepares group accounts. The company’s profit for the year was £nil (2015 - £nil).

Basis of consolidation .

The consolidated financial statements incorporate those of David Wood Baking UK Limited and all of its
subsidiaries (i.e. entities that the group controls through its power to govern the financial and operating
policies so as to obtain economic benefits). Subsidiaries acquired during the year are consolidated using
the purchase method. Their results are incorporated from the date that control passes.

All financial statements are made up to 30 November 2016. Where necessary, adjustments are made to
the financial statements of subsidiaries to bring the accounting policies used into line with those used by
other members of the group.

All intra-group transactions, balances and unrealised gains on transactions between group companies are
eliminated on consolidation. Unrealised losses are also eliminated unless the transaction provides
evidence of an impairment of the asset transferred.

-11-



DAVID WOOD BAKING UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 NOVEMBER 2016

1 Accounting policies (Continued)

The cost of a business combination is the fair value at the acquisition date of the assets given, equity
instruments issued and liabilities incurred or assumed, plus costs directly attributable to the business
combination. The excess of the cost of a business combination over the fair value of the identifiable assets,
liabilities and contingent liabilities acquired is recognised as goodwill.

The cost of the combination includes the estimated amount of contingent consideration that is probable
and can be measured reliably, and is adjusted for changes in contingent consideration after the acquisition
date.

Provisional fair values recognised for business combinations in previous periods are adjusted
retrospectively for final fair values determined in the 12 months following the acquisition date.

Going concern

The financial statements have been prepared on a going concern basis. The directors have considered
how the group will meet the challenges presented by the current economic climate and have carried out a
detailed review of the group's resources including the adequacy of working capital for the next twelve
months. At the year end the group had net current liabilities of £5,361,197 (2015 - £4,527,190). However,
the group has significant cash reserves at the year end and having reviewed the cash flow forecasts for the
next 12 months and having considered the borrowing facilities the group has in place at the date of
approval of the financial statements, the directors are satisfied that the group will have sufficient resources
to meet all liabilities as they fall due in the 12 months from approval of these financial statements.

Turnover

Turnover is recognised at the fair value of the consideration received or receivable for goods provided in
the normal course of business, and is shown net of VAT and other sales related taxes. The fair value of
consideration takes into account trade discounts, settlement discounts and volume rebates.

Other Income

Interest Income

Interest income is accrued on a time-apportioned basis, by reference to the principal outstanding at the
effective interest rate. '

Grant Income

Government grants relating to turnover are recognised as income over the periods when the related costs
are incurred. Grants relating to an asset are recognised in income systematically over the asset's expected
useful life. Grant income is recognised within other operating income.

Intangible fixed assets - goodwill

Negative goodwill arises when the cost of a business combination is less that the fair value of the
identifiable assets, liabilities and contingent liabilities acquired. The amount up to the fair value of the non-
monetary assets acquired is credited to profit or loss in the period in which those non-monetary assets are
recovered. Negative goodwill in excess of the fair values of the non-monetary assets acquired is credited
to profit or loss in the periods expected to benefit, which the directors consider to be 40 months.

Intangible fixed assets other than goodwill

Intangible assets acquired separately from a business are recognised at cost and are subsequently
measured at cost less accumulated amortisation and accumulated impairment losses. Intangible assets
acquired on business combinations are recognised separately from goodwill at the acquisition date if the
fair value can be measured reliably.

-12-



DAVID WOOD BAKING UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 NOVEMBER 2016

1 Accounting policies (Continued)

Tangible fixed assets

Tangible fixed assets are initially measured at cost and subsequently measured at cost, net of depreciation
and any impairment losses.

Depreciation is recognised so as to write off the cost of assets less their residual values over their useful
lives on the following bases:

Freehold land and buildings ' 2% on cost

Leasehold land and buildings Over the length of the lease or 10% on cost
Plant and machinery 10% on cost

Fixtures, fittings and equipment 10% on cost

Motor vehicles 25% on cost

Freehold land is not depreciated.

The gain or loss arising on the disposal of an asset is determined as the difference between the sale
proceeds and the carrying value of the asset, and is credited or charged to profit or loss.

Fixed asset investments

In the separate accounts of the company, interests in subsidiaries are initially measured at cost and
subsequently measured at cost less any accumulated impairment losses. The investments are assessed
for impairment at each reporting date and any impairment losses or reversals of impairment losses are
recognised immediately in profit or loss.

A subsidiary is an entity controlled by the group. Control is the power to govern the financial and operating
policies of the entity so as to obtain benefits from its activities.

Stocks

Stocks are stated at the lower of cost and estimated selling price less costs to complete and sell. Cost
comprises direct materials and, where applicable, direct labour costs and those overheads that have been
incurred in bringing the stocks to their present location and condition.

Stocks held for distribution at no or nominal consideration are measured at the lower of replacement cost
and cost, adjusted where applicable for any loss of service potential.

At each reporting date, an assessment is made for impairment. Any excess of the carrying amount of
stocks over its estimated selling price less costs to complete and sell is recognised as an impairment loss
in profit or loss. Reversals of impairment losses are also recognised in profit or loss.

Cash and cash equivalents

Cash and cash equivalents are basic financial instruments and include cash in hand, deposits held at call
with banks, other short-term liquid investments with original maturities of three months or less, and bank
overdrafts. Bank overdrafts are shown within borrowings in current liabilities.

-13-



DAVID WOOD BAKING UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 NOVEMBER 2016

1 Accounting policies (Continued)

Financial instruments

The group has elected to apply the provisions of Section 11 ‘Basic Financial Instruments’ and Section 12
‘Other Financial Instruments Issues’ of FRS 102 to all of its financial instruments.

Financial instruments are recognised when the group becomes party to the contractual provisions of the
instrument.

Financial assets and liabilities are offset and the net amounts presented in the financial statements when
there is a legally enforceable right to set off the recognised amounts and there is an intention to settle on a
net basis or to realise the asset and settle the liability simultaneously.

Basic financial assets

Basic financial assets, which include trade and other debtors, loans to fellow group undertakings and cash
and bank balances, are initially measured at transaction price including transaction costs and are
subsequently carried at amortised cost using the effective interest method unless the arrangement
constitutes a financing transaction, where the financial asset is measured at the present value of the future
receipts discounted at a market rate of interest.

Derecognition of financial assets

Financial assets are derecognised only when the contractual rights to the cash flows from the asset expire
or are settled, or when the group transfers the financial asset and substantially all the risks and rewards of
ownership to another entity, or if some significant risks and rewards of ownership are retained but control
of the asset has transferred to another party that is able to sell the asset in its entirety to an unrelated third
party.

Classification of financial liabilities

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a residual interest in the
assets of the group after deducting all of its liabilities.

Basic financial liabilities -

Basic financial liabilities, including trade and other creditors and bank and other loans, are initially
recognised at transaction price unless the arrangement constitutes a financing transaction, where the debt
instrument is measured at the present value of the future payments discounted at a market rate of interest.

Debt instruments are subsequently carried at amortised cost, using the effective interest rate method.

Derecognition of financial liabilities

Financial liabilities are derecognised when, and only when, the group's contractual obligations are
discharged, cancelled, or they expire.

Equity instruments

Equity instruments issued by the group are recorded at the fair value of the proceeds received, net of direct
issue costs. Dividends payable on equity instruments are recognised as liabilities once they are no longer
at the discretion of the group.

14 -



DAVID WOOD BAKING UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 NOVEMBER 2016

1 Accounting policiesv (Continued)

Taxation

The tax expense represents the sum of the current tax expense and deferred tax expense. Current tax
assets are recognised when tax paid exceeds the tax payable.

Current and deferred tax is charged or credited to profit or loss, except when it relates to items charged or
credited to other comprehensive income or equity, when the tax follows the transaction or event it relates to
and is also charged or credited to other comprehensive income, or equity.

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

Current tax is based on taxable profit for the year. Current tax assets and liabilities are measured using tax
rates that have been enacted or substantively enacted by the reporting date.

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

Deferred tax is measured at the average tax rates that are expected to apply in the periods in which timing
differences are expected to reverse, based on tax rates and laws that have been enacted or substantively
enacted by the balance sheet date. Deferred tax is measured on a non-discounted basis.

Employee benefits

The costs of short-term employee benefits are recognised as a liability and an expense, unless those costs
are required to be recognised as part of the cost of stock or fixed assets.

The cost of any unused holiday entitlement is recognised in the period in which the employee’s services
are received.

Termination benefits are récognised immediately as an expense when the company is demonstrably
committed to terminate the employment of an employee or to provide termination benefits.

Retirement benefits

The group operates a defined contribution pension scheme for employees. The assets of the scheme are
held separately from those of the company. The annual contributions payable are charged to the prof it and
loss account. Past service cost is recognised as an expense immediately.

Leases

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks
and rewards of ownership to the lessees. All other leases are classified as operating leases.

Assets held under finance leases are recognised as assets at the lower of the assets fair value at the date
of inception and the present value of the minimum lease payments. The related liability is included in the
statement of financial position as a finance lease obligation. Lease payments are treated as consisting of
capital and interest elements. The interest is charged to the income statement so as to produce a constant
periodic rate of interest on the remaining balance of the liability.

-15-



DAVID WOOD BAKING UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 NOVEMBER 2016

1 Accounting policies (Continued)

Rentals payable under operating leases, including any lease incentives received, are charged to income
on a straight line basis over the term of the relevant lease except where another more systematic basis is
more representative of the time pattern in which economic benefits from the lease asset are consumed.

Government grants

Government grants are recognised at the fair value of the asset received or receivable when there is
reasonable assurance that the grant conditions will be met and the grants will be received.

A grant that specifies performance conditions is recognised in income when the performance conditions
are met. Where a grant does not specify performance conditions it is recognised in income when the
proceeds are received or receivable. A grant received before the recognition criteria are satisfied is
recognised as a liability.

Foreign exchange .
Transactions in currencies other than the functional currency (foreign currency) are initially recorded at the
exchange rate prevailing on the date of the transaction.

Monetary assets and liabilities denominated in foreign currencies are translated at the rate of exchange
ruling at the reporting date. Non-monetary assets and liabilities denominated in foreign currencies are
translated at the rate ruling at the date of the transaction, or, if the asset or liability is measured at fair
value, the rate when that fair value was determined. ‘

All translation differences are taken to profit or loss, except to the extent that they relate to gains or losses
on non-monetary items recognised in other comprehensive income, when the related translation gain or
loss is also recognised in other comprehensive income.

Exceptional items

Exceptional items are material items which derive from events or transactions that fall within the ordinary
activities of the group and which individually, or, if of a similar type, in aggregate, need to be disclosed by
virtue of their size or incidence if the financial statements are to give a true and fair view.

Research and Development

Development expenditure is carried forward when its future recoverability can be foreseen with reasonable
assurance and is amortised in line with sales from the related product. All research and development costs
are written off as incurred.

2 Judgements and key sources of estimation uncertainty

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

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised where the revision affects only that
period, or in the period of the revision and future periods where the revision affects both current and future
periods. -
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DAVID WOOD BAKING UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 NOVEMBER 2016

2 Judgements and key sources of estimation uncertainty (Continued)

Key sources of estimation uncertainty

The estimates and assumptions which have a significant risk of causing a material adjustment to the
carrying amount of assets and liabilities are as follows.

Dilapidation Provision
The dilapidation provision has been estimated based upon consultations with an industry expert to reach
the best estimate of the amounts payable. This takes into consideration the experience of that expert and
present industry trends.

Useful economic lives of intangible and tangible assets

The annual amortisation charge for intangible assets and the depreciation charge for tangible assets is
sensitive to changes in the estimated useful economic lives and residual values of the assets. The useful
economic lives and residual values are re-assessed annually. They are amended when necessary to reflect
current estimates, based on technological advancement, future investments, economic utilisation and the
physical condition of the assets. See note 13 for the carrying amount of the intangible assets, note 14 for
the carrying amount of the tangible assets, and note 1 for the useful economic lives for each class of
assets.

3 Turnover and other revenue

An analysis of the group's turnover is as follows:

2016 2015
£ £
Turnover analysed by class of business
Manufacture of breads, confectionary items and savoury products 79,463,001 46,794,685
Other revenue
Interest income 3,492 -
Grants received . 73,651 49,099
Turnover analysed by geographical market
2016 2015
£ £
United Kingdom 79,006,216 46,672,653
Republic of Ireland 375,041 59,238
Germany 81,744 62,794

79,463,001 46,794,685
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DAVID WOOD BAKING UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 NOVEMBER 2016

4 Exceptional items
2016
£

Exceptional - cost of a fundamental reorganisation or restructuring 98,420

2015
£

224,800

Restructuring costs relate to redundancy, dilapidations and relocation expenses incurred in the

amalgamation of the old Dudley and old Park Royal operations into one combined site.

5 Operating profit

2016 2015
£ £
Operating profit for the period is stated after charging/(crediting):
Exchange gains . o (16,370) -
Research and development costs 19,307 23,705
Government grants (73,651) (49,099)
Depreciation of owned tangible fixed assets 1,719,770 1,121,081
Depreciation of tangible fixed assets held under finance leases 249,219 136,893
Release of negative goodwill (399,505) (292,822)
Cost of stocks recognised as an expense . 34,908,513 21,428,801
Operating lease charges 594 564 301,890
6 ° Auditor's remuneration

2016 2015
Fees payable to the company's auditor and associates: £ £
For audit services
Audit of the financial statements of the group and company - -
Audit of the company's subsidiaries 29,000 30,000
For other services
Taxation compliance services 4,500 3,500
All other non-audit services 4,000 10,500

8,500 14,000
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DAVID WOOD BAKING UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 NOVEMBER 2016

7 Employees

The average monthly number of persons (including directors) employed during the year was:

Group Company
2016 2015 2016 2015
Number Number Number Number
Direct 777 632 - -
Transport : 48 45 - -
Management 58 52 - -
Technical and quality assurance 54 50 - -
Administration 25 29 | - -
962 808 - -

Their aggregate remuneration comprised:

’ Group Company
2016 2015 2016 . 2015
£ £ £ £
Wages and salaries 23,533,868 12,860,547 - -
Social security costs 1,627,264 806,570 - -
Pension costs 193,622 198,435 - -

25,354,754 13,865,552 - -

8 Directors' remuneration

2016 2015
£ £
Remuneration for qualifying services 19,752 45,907
9 Interest receivable and similar income

2016 2015
£ £

Iinterest income .
Other interest income 3,492 -
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 NOVEMBER 2016

10 Interest payable and similar charges

Interest on financial liabilities measured at amortised cost:
Interest on bank overdrafts and loans

Other finance costs:

Interest on finance leases and hire purchase contracts

Interest on other loans

Total finance costs

11  Taxation

Deferred tax

Origination and reversal of timing differences
Changes in tax rates

Adjustment in respect of prior periods

Total deferred tax

2016 2015
£ £
151,921 138,208
75,081 47,448
330,478 140,568
557,480 326,224
2016 2015
£ £
224,797 267,806
(5.852) ;
(146,590)  (276,752)
72,355 (8.946)

Reductions to the UK Corporation tax rates were substantively enacted as part of the Finance Bill 2015 on
26 October 2015 and the Finance Bili 2016 on 6 September 2016. These reduce the main rate to 19%
from 1 April 2017 and to 17% from 1 April 2020. The deferred tax assets and liabilities reflect these rates.

The total tax charge/(credit) for the year included in the income statement can be reconciled to the profit

before tax multiplied by the standard rate of tax as follows:

Profit before taxation

Expected tax charge based on the standard rate of corporation tax in the UK
of 20.00% (2015: 20.00%)

Tax effect of expenses that are not deductible in determining taxable profit
Tax effect of income not taxable in determining taxable profit

Effect of change in corporation tax rate

Amortisation on assets not qualifying for tax allowances

Deferred tax adjustments in respect of prior years

Deferred tax not provided

Tax expense/(income) for the period

2016 2015
£ B
1,470,231 413,929
294,046 82,786
45,379 83,788
(79,901) -
(40,579) -

- (59,536)
(146,590) (276,752)
- 160,768

72,355 (8,946)
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DAVID WOOD BAKING UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 NOVEMBER 2016 '

12 Dividends
2016 2015
£ £
Interim paid 15,858 35,680
Dividends paid in the year améunted to 0.0035p (2015 - 0.0078p) per Ordinary share.
13 Ihtangible fixed assets
Group ’ , Negative Patents Total
’ goodwill
£ £ £
Cost
At 6 December 2015 and 30 November 2016 (1,464,110) 5,000 (1,459,110)
Amortisation and impairment .
At 6 December 2015  (622,247) 5,000 (617,247)
Amortisation charged for the year (399,505) - (399,505)
At 30 November 2016 (1,021,752) 5,000 (1,016,752)
Carrying amount
At 30 November 2016 (442,358) - (442,358)
At 5 December 2015 (841,863) - (841,863)

The company had no intangible fixed assets at 30 November 2016 or 30 November 2015.

Negative goodwill arose on the acquisition in July 2014 of the trade and assets at the Flint site at a
discount. These assets were restated to fair value as part of the accounting for a business combination.

Amortisation is released in line with the annual depreciation charge on those revalued assets.

The amortisation charge for the year is included within administrative expenses in the Consolidated

Statement of Income and Retained Earnings.
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14  Tangible fixed assets

Group Freehold Leasehold Plantand Fixtures, Motor Total
land and land and machinery fittings and vehicles
buildings  buildings equipment
: £ £ £ £ £ £
Cost
At 6 December 2015 3,162,800 1,852,414 13,838,894 1,729,337 . 507,783 21,091,228
Additions - 153,858 2,954,635 206,973 44,924 3,360,390
At 30 November 2016 3,162,800 2,006,272 16,793,529 1,936,310 552,707 24,451,618

Depreciation and fmpairment :
At 6 December 2015 , 63,029 197,145 5,518,040 874,233 206,086 6,858,533

Depreciation charged in the year 63,256 72,520 1,466,048 245,801 121,364 1,968,989
At 30 Novembe;' 2016 126,285 269,665 6,984,088 1,120,034 327,450 8,827,522
Carrying amount v

At 30 November 2016 3,036,515 1,736,607 9,809,441 816,276 , 225,257 15,624,096
At 5 December 2015 : . 3,099,771 1,655,269 8,320,854 855,104 301,697 14,232,695

The company had no tangible fixed assets assets at 30 November 2016 or 30 November 2015.
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14

15

Tangible fixed assets (Continued)

The net carrying value of tangible fixed assets includes the following in respect of assets held under

finance leases:

- Group Company
2016 2015 2016 2015
£ £ £ £
Plant and machinery 1,298,726 861,604 - -
Motor vehicles 198,021 274,581 - -
1,496,747 1,136,185 - -
Depreciation charge for the year in respect of
leased assets 249,219 136,893 - -
Computer equipment is included within plant and machinery.
Fixed asset investments
Group Company
2016 2015 2016 2015
Notes £ £ £ £
Investments in subsidiaries 16 - - 5,000,001 5,000,001
Movements in fixed asset investments
Company Shares
£
Cost or valuation
At 6 December 2015 & 30 November 2016 5,000,001
Carrying amount
At 30 November 2016 5,000,001
At 5 December 2015 5,000,001
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
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16 Subsidiaries

Details of the company's subsidiaries at 30 November 2016 are as follows:

Name of undertaking and country of Nature of business Class of % Held
incorporation or residency shareholding Direct Indirect
David Wood Baking Limited England & Baked and frozen goods Ordinary 100.00
Wales
Peter Hunt's Bakery Limited England & Dormant* Ordinary 100.00
) Wales .

* denotes subsidiary is exempt from audit by virtue of s479A of Companies Act 2006

17  Stocks
Group Company
2016 2015 2016 2015
£ £ £ £
Raw materials and consumables ‘ . 3,200,355 2,306,499 - -
Finished goods and goods for resale 2,914,395 2,450,190 - -
6,114,750 4,756,689 - -
18 Debtors )
Group Company
2016 2015 2016 2015
Amounts falling due within one year: £ £ £ £
Trade debtors 17,633,863 15,285,436 - -
Amount owed by group undertakings - - 42,402 58,260
Other debtors 1,039,496 566,149 - -
Prepayments and accrued income : 601,742 615,484 - . -
19,275,101 16,467,069 42,402 58,260

During the year, an impairment loss of £5,668 (2015 - £nil) was recognised in respect of trade receivables
due from customers who are known to be in financial difficulty and from whom payment was overdue.
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19

20

21

Creditors: amounts falling due within one year

Group’ Company
2016 2015 2016 2015
Notes £ £ £ £
Bank loans _ 22 623,500 623,500 - -
Obligations under finance leases 23 452,296 347,656 - -
Other borrowings 22 14,531,717 12,618,803 - -
Trade creditors 10,689,228 8,269,256 - -
Corporation tax payable - 2,634 - -
Other taxation and social security 535,637 481,623 - -
Other creditors 1,166,803 1,382,681 - -
Accruals and deferred income 3,159,425 2,811,781 - -
31,158,606 26,537,934 - -
Creditors: amounts falling due after more than one year
Group Company
] 2016 2015 2016 2015
Notes £ £ £ £
Bank loans 22 2,320,083 2,943,583 - -
Obligations under finance leases - 23 492 436 487,973 - -
Other borrowings 22 704,171 508,957 - -
3,516,690 3,940,513 - -
Amounts included above which fall d.ue after five years are as follows:
Payable by instalments , - 506,250 - -
Financial instruments
Group Company
2016 2015 2016 2015
£ £ £ £
Carrying amount of financial assets
Debt instruments measured at amortised cost 17,633,863 15,285,436 42,402 58,260
Carrying amount of financial liabilities
Measured at amortised cost 33,194,927 29,158,561 - -
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22

Borrowings
Group Company :

2016 2015 2016 2015
£ £ £ £
Bank loans 2,943,583 3,567,083 - ' -
Other loans 15,235,888 13,127,760 - -
18,179,471 16,694,843 - -
" Payable within one year 15,155,217 13,242,303 - : -
Payable after one year 3,024,254 3,452,540 - -

Amounts included above which fall due after
five years:

Payable by instalments ' - 506,250 . -

Bank loans of £2,943,583 (2015 - £3,567,083) and an invoice discount facility of £14,341,660 (2015 -
£12,449,150), which is included within other loans, are secured by various mortgages, charges and a
debenture over the company's and other group companies' tangible fixed assets and trade debtors. The
directors, Mr D A Wood and Mrs K Wood, have given personal guarantees and a charge over their
residential property.

Bank loans comprise of mortgage loans of £1,743,750 (2015 - £1,946,250) and asset loans of £1,199,833
(2015 - £1,620,833). - '

Mortgage loans incur interest of 2.75% over Bank of England base rate. The company has 2 mortgage
loans, one of which is repayable in 15 quarterly repayments of £22,500 and one final repayment of
£562,500 and will be repaid in full by August 2019. The other mortgage loan is repayable in equal quarterly
repayments of £40,833, inclusive of interest, and one final repayment of £653,338 and will be repaid in*full
by January 2020.

Asset loans incur interest of 3% over Bank of England base rate. The loans are repayable in equal
quarterly repayments of £105,250. The loans will be repaid in full by October 2019.

Included within other loans are pension scheme loans of £894,228 (2015 - £678,610). Pension scheme
loans incur interest ranging from 3-4% and are secured against the assets of the company. The loans are
repayable in equal quarterly repayments of between £6,366 and £33,500. The loans will be repaid in full by
December 2021.
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23

24

25

Finance lease obligations

Group Company

2016 2015 2016 2015
£ £ £ £

Future minimum lease payments due under

finance leases:

Less than one year 452,296 347,656 - -
Between one and five years 492 436 487,973 - -
944,732 835,629 - -

Finance lease payments represent rentals payable by the company or group for certain items of plant and
machinery. Leases include purchase options at the end of the lease period, and no restrictions are placed
on the use of the assets. The average lease term is 4 years. All leases are on a fixed repayment basis and
no arrangements have been entered into for contingent rental payments.

Obligations under finance leases are secured against the assets to which- they relate. The average interest
charged on finance lease agreements is 4%.

Provisions for liabilities

Group " Company
: 2016 2015 2016 2015
Notes £ £ £ £
Deferred tax liabilities 25 374,735 302,380 - -

Deferred taxation

Deferred tax assets and liabilities are offset where the group or company has a legally enforceable right to
do so. The following is the analysis of the deferred tax balances (after offset) for financial reporting
purposes:

Liabilities Liabilities

, 2016 2015

Group £ £
Accelerated capital allowances ‘ 524,022 551,403
Tax losses (423,683) (551,403)
Revaluations : (4,786) -
Fair value uplift 279,182 302,380
374,735 302,380

The company has no deferred tax assets or liabilities.
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25

26

27

28

29

Deferred taxation (Continued)

Group Company

2016 2016
Movements in the year: ' £ £
Liability at 6 December 2015 ) 302,380 -
Charge to profit or loss ’ 72,355 -
Liability at 30 November 2016 374,735 ;

The deferred tax liability set-out above in relation to fair value uplifts is expected to reverse in line with
movements in negative goodwill and relates to uplifts in values of the property arising on accounting for a
business combination.

Government grants

Government grants relate to grants from the respective councils in relation to the Bolton and Dudley sites.
When these sites were purchased the government allowed grants against capital spend. The main
conditions attached to the grants were that the money be spent on capital items and the headcount at the
sites largely maintained. The grants are being released against the equipment that they relate to over the
expected useful life of the assets.

The balance brought forward was £380,271 with £73,651 being released to the profit and loss during the
period, resulting in a balance to be carried forward of £306,620.

Retirement benefit schemes

Defined contribution schemes .

The group operates a defined contribution pension scheme for all qualifying employees. The assets of the
scheme are held separately from those of the group in an independently administered fund.

The charge to profit or loss in respect of defined contribution schemes was £193,622 (2015 - £198,435).

Creditors includes amounts of £53,174 (2015 - £18,893) in respect of outstanding pension contributions.

Share capital
Group and company

2016 2015
Ordinary share capital £ £
Issued and fully paid
4,550,004 Ordinary of £1 each . 4,550,004 4,550,004

Ordinary share rights
The ordinary shares carry full voting rights, full rights to participate in dividends and full rights to participate
in capital on winding up. No options exist in respect of redemption of the shares.

Reserves

Profit and loss reserves

Cumulative profit and loss net of distributions to owners.
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30 Operating lease commitments

31

32

Lessee

At the reporting end date the group had outstanding commitments for future minimum lease payments
under non-cancellable operating leases, which fall due as follows:

Group Company
2016 2015 2016 2015
£ £ £ £
Within one year 429,329 345,667 - -
Between two and five years 1,250,474 875,117 - -
in over five years 458,342 297,000 - -

2,138,145 1,517,784 - -

Financial commitments, guarantees and contingent liabilities

There is a pre-emption right included within a key customer contract. In the event that David Wood Baking
Limited want to sell the newly acquired Flint site, the customer has the right to acquire the site back for
£900,000.

A £400,000 early termination clause also exists, if terminated within 4 years from 1 July 2014.

The bank holds a composite company limited multilateral guarantee dated 26 August 2014 between David
Wood Baking Limited, David Wood Baking UK Limited and Peter Hunt's Bakery Limited.

Related party transactions

Remuneration of key management personnel
The remuneration of key management personnel of the group, who are also directors, is as follows.

2016 2015
£ £
Aggregate compensation - 19,752 45,907
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32

33

Related party transactions (Continued)

Transactions with related parties
Mr D A Wood is a trustee and member of the David Wood Pension Scheme.

During the period the group paid rent of £42,242 (2015 - £4,828) on premises jointly owned by Mr D A and
Mrs K Wood. The rental agreement includes an interest charge of 4% per annum, however this interest has
been waived by the directors. ‘

Additionally, the group paid a further £363,425 (2015 - £191,172) in rent for property owned by the pension
scheme.

Other creditors include an amount of £894,228 (2015 - £678,609) (split £190,057 (2015 - £169,652) due
within one year and £704,171 (2015 - £508 957) due after one year) in respect of a loan from the David
Wood Pension Scheme.

The group also provided a guarantee over borrowings taken out by the directors for a property that they
own personally, but which is occupied and used by the group. These amounted to £1,613,330 (2015 -
£1,613,330) at the period end date.

Included in creditors are amounts of £760,458 (2015 - £1,019,884) owed to Mr D A Wood. Interest is
charged at rates ranging from 2.91% - 5.38% on these balances and £34,557 (2015 - £24,019) was
charged during the period. The loans are unsecured and repayments of £259,426 were made during the
year.

During the year the group made advances of £210,938 (2015 - £nil) to Mrs K Wood. Interest is received at
rates ranging from 2.91% - 5.38% on this balance and £3,492 (2015 - £nil) was received during the year.

The loan was unsecured and was subsequently transferred against the amounts owed to Mr D A Wood
during the year.

Controlling party

The ultimate controlling party is Mr D A Wood by virtue of his majority shareholding.
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34 Cash generated from group operations

2016 2015
£ £
Profit for the year after tax ) 1,397,876 422,875
Adjustments for: )
Taxation charged/(credited) 72,355 (8,946)
Finance costs ’ 557,480 326,224
Investment income (3,492) -
Amortisation and impairment of intangible assets (399,505) (292,822)
Depreciation and impairment of tangible fixed assets 1,968,989 1,257,974
Decrease in deferred income (73,651) (49,099)
Movements in working capital: ,
Increase in stocks . (1,358,061) (383,001)
Increase in debtors (2,808,032) (2,484,412)
Increase/(decrease) in creditors 2,605,752 (1,277,943)
Cash generated from/(absorbed by) operations 1,959,711 (2,489’,150)
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