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Notes to the Consolidated Financial Statements
continued

10 EARNINGS PER ORDINARY SHARE
Basic earnings per share for the period is calculated on the basis of profit for the year after tax, divided by the weighted average
number of shares in issue 51,359,770 (2007: 33,286,620).

Basic diluted earnings per share is calculated by adjusting the weighted average number of ordinary shares outstanding to assume
conversion of all potential dilutive ordinary shares. For 30 June 2008 the weighted average number is 52,212,056 shares
(2007:36.395.174).

An adjusted earnings per share and a diluted adjusted earnings per share have also been calculated as in the opinion of the Board this
will allow shareholders to gain a clearer understanding of the trading performance of the Group. These adjusted earnings per share
exclude reorganisation and other significant non-recurring costs, IAS 39 “Financial Instruments: Recognition and Measurement” fair
value adjustment relating to the Group’s interest rate swaps, IAS 19 "Accounting for Retirement Benefits” relating to the netincome
and "IFRS 3 Business Combinations” discount charge relating to the deferred consideration payable for Anthony Alan Foods Ltd and
the more recent Yorkshire Farm Bakery and A&P Foods acquisitions. The adjustments have been taken net of the effect of taxation at
the appropriate rate.

Year ending Year ending
30June 2008 30]June 2007
Weighted Weighted
average average
number Per share number Per share
Earnings of shares amount Earnings of shares amount
£000 000’s Pence £000 000's Pence
Basic earnings per share
Basic earnings 3,850 51,360 7.5 3,933 33,287 11.8
Share option charge 194 - 04 298 - 09
Movement in the fair value of interest rate swaps 157 - 0.3 271 - 0.8)
Defined benefit pension scheme (337) - 0.7 (188) - 0.6)
Fair value adjustments relating to acquisitions 747 - 15 430 - 1.3
Significant non-recurring items 1,907 - 3.7 (1,122) - 34
Taxation on adjustments (1,061 - 2.1 364 - 11
Adjusted earnings per share 5,457 51,360 10.6 3,444 33,287 10.3
Dilutive effect of options - 747 803
Dilutive effect of warrants - 105 2,305
Basic diluted earnings per share
Basic earnings 3,850 52,212 74 3933 36,395 10.8
Share option charge 194 - 04 298 - 0.8
Movement in the fair value of interest rate swaps 157 - 0.3 271 - (W)
Defined benefit pension scheme (337) - 0.7 (188) - 0.5
Fair value adjustments relating to acquisitions 747 - 14 430 - 12
Significant non-recurring items 1907 - 37 (1,122) - 31
Taxation on adjustments (1,061 - (2.0) 364 - 1.0
Adjusted diluted earnings per share 5,457 52,212 10.5 3444 36,395 9.5
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11 ACQUISITION OF SUBSIDIARIES

During the year the Group made two acquisitions, Anthony Alan Foods Ltd and the trade and assets of Yorkshire Farm Bakery and A&P
Foods. During the previous year the Group acquired the Lightbody Group Ltd. The cash outflow during the current year shown as
“purchase of subsidiary companies” on the face of the cash flow statement relates to the following:

£000
Deferred consideration paid September 2007 in respect of Lightbody Group Ltd 9,530
Initial consideration and costs in respect of the Anthony Alan Foods Ltd acquisition 586
Settlement of debt acquired with Anthony Alan Foods Ltd 1,401
Cash acquired with Anthony Alan Foods Ltd (136)
Initial consideration and costs in respect of the Yorkshire Farm Bakery and A&P Foods acquisitions 5777
Overdraft acquired with Yorkshire Farm Bakery and A&P Foods 242
17,400

The cash outflow during 2007 shown as “purchase of subsidiary companies” on the face of the cash flow statement relates to the following:

£000

Deferred consideration paid July 2006 in respect of United Central Bakeries Ltd 500
Initial consideration and costs in respect of the Lightbody Group acquisition 19,531
Settlement of debt acquired with the Lightbody Group 6,496

Cash acquired with the Lightbody Group 879
25,648

a) ANTHONY ALAN FOODS LTD

On 2 October 2007 the Group acquired 100% of the ordinary shares in Anthony Alan Foods Ltd for £2.6 million. £2.3 million of this
consideration will become due in November 2009 provided that certain conditions are met. This contingent deferred consideration
which has been reassessed downwards from £3.4 million, has been accrued in full. The company is a sales and marketing business
which has, under licence, the rights to distribute ambient cakes using the WeightWatchers brand in the UK and Ireland. In the

nine months to 30 June 2008 the subsidiary contributed a net profit before tax of £210,000 to the consolidated net profit for the year.
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Notes to the Consolidated Financial Statements
continued

11 ACQUISITION OF SUBSIDIARIES continued
EFFECT OF ACQUISITION
The acquisition had the following effect on the Group’s assets and liabilities:

Pre-

acquisition Recognised
carrying Fair value values on
amount adjustments  acquisition
£000 £000 £000

Acquiree’s net assets at the acquisition date:
Property, plant and equipment 12 - 12
Trade and other receivables 1,370 - 1.370
Cash and cash equivalents 136 - 136
Trade and other payables (2,252) (105) (2,357)
Short-term borrowings (798) - (798)
Net identifiable liabilities (1,532) (105) (1,637
Goodwill on acquisition 4,289
2,652

Satisfied by:

Cash 345
Net debt consideration 56
Deferred consideration (discounted) 2,066
Acquisition costs 185
2,652
Cash consideration paid 586
Cash (acquired) (136)
Net cash outflow 450

Goodwill has arisen on the acquisition and reflects the future economic benefits arising from assets that are not capable of being
identified individually and recognised as separate assets. The goodwill reflects the anticipated profitability and synergistic benefits

arising from the utilisation of the Group’s existing distribution channels and customer relationships in the cake sector.

The Directors considered whether the business rights to use the WeightWatchers brand should be shown as a separate intangible
asset but determined that the fair value of any such intangible could not be measured with sufficient reliability. The value of these

rights is intrinsically linked to the entity itself due to its dependence upon three main factors:

¢ the skills of the product development team within the business in developing “great tasting” low fat cakes whilst adhering to the

strict nutritional guidelines set by WeightWatchers;

* the skills of the bakery development team to turn test bakery recipes into products that can be manufactured to a consistent

quality on plant; and

* the success of the commercial team, via its existing customer relationships, in getting the products listed for sale.
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b) YORKSHIRE FARM BAKERY AND A&P FOODS
On 7 April 2008 the Group acquired the trade and assets of Yorkshire Farm Bakery and A&P Foods for a total maximum consideration
of £9.5 million of which £4.0 million is deferred and unconditional. The deferred consideration has been accrued in full and the
phasing of the payments is as follows:
£0.2 million payable during July 2008
£0.5 million payable during January 2009
£0.4 million payable during July 2009
£0.4 million payable during January 2010
£2.5 million payable during July 2010
The new company formed to complete the acquisition, Livwell Ltd, is now one of the UK’s leading manufacturers of gluten free breads
and morning goods and is located on a freehold site in Hull. In the 3 months to 30 June 2008 the subsidiary contributed a profit before
tax of £261,000 to the consolidated results for the year and a net loss before tax of £66,000 after taking account of significant
non-recurring costs of £327,000.
EFFECT OF ACQUISITION
The acquisition had the following effect on the Group’s assets and liabilities:
Pre-
acquisition Recognised
carrying Fair value values on
amount adjustments  acquisition
£000 £000 £000
Acquiree’s net assets at the acquisition date:
Property, plant and equipment 2,221 (298) 1923
Inventories 505 234 739
Trade and other receivables 1,747 an 1,736
Bank overdraft (242) - (242)
Trade and other payables 977) 1 976)
Deferred tax liability - (75) (75)
Netident fiable assets 3,254 (149) 3,105
Goodwill on acquisition 6,329
9434
Satisfied by:
Cash 5,350
Deferred consideration (discounted) 3,657
Acquisition costs 427
9434
Cash consideration paid 5777
Overdraft (acquired) 242
Net cash outflow 6,019

The fair value adjustment to property, plant and equipment of (E298,000) can be broken down as a fair value upwards on property by
£155,000 and a fair value downwards on plant and equipment of £453,000.

Goodwill has arisen on the acquisition and reflects the future economic benefits arising from assets that are not capable of being
identified individually and recognised as separate assets. The goodwill reflects the anticipated profitability and synergistic benefits
arising from the utilisation of the Group’s existing customer relationships within the Free From sector.

The Best at What We Do
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Notes to the Consolidated Financial Statements
continued

11 ACQUISITION OF SUBSIDIARIES continued

The Directors considered whether the Livwell brand, acquired with the assets of Yorkshire Farm Bakery, should be shown as a separate
intangible asset but determined that its fair value is nil as it would not give rise to future economic benefits f separated from the
business itse f. The value in the Livwell brand is intrinsically linked to the entity itself due to its dependence upon two main factors:

¢ the skills of the product development team within the business in developing delicious gluten free products that appeal to
consumers; and

* the success of the commercial team, via its customer relationships, in getting the products listed for sale.

c) LIGHTBODY GROUPLTD

During the previous year on 23 February 2007 the Company acquired 1002 of the share capital of the Lightbody Group Ltd for a
consideration comprising the issue of 10 million ordinary shares of 85.0p each in the Company, cash of £18.4 million, the issue of
guaranteed loan notes with a nominal value of £0.9 million, costs amounting to £1.2 million and deferred consideration of £9.5 million.
The fair value of the net assets acquired was £2.4 million. The following table sets out the book values of the ident fiable assets and
liabilities acquired and their fair value to the Group.

EFFECT OF ACQUISITION
The acquisition had the following effect on the Group’s assets and liabilities:

Pre-
acquisition Recognised
carrying Fair value values on
amount adjustments  acquisition
£000 £000 £000
Acquiree’s net assets at the acquisition date:
Property, plant and equipment 7319 156 7475
Investments 25 = 25
Inventories 2144 368 2,512
Trade and other receivables 8910 (169) 8,741
Cash 879 - 879
Trade and other payables (16,700) (499) (17199)
Deferred tax liability - ©2) 62)
Net identifiable assets 2,577 (206) 2,371
Minority interest M
Goodwill on acquisition 35,873
38,243
Satisfied by:
Cash 18,375
Shareissue 8,500
Loan note issue 925
Deferred consideration (discounted) 9,287
Acquisition costs 1156
38,243
Cash consideration paid 19,531
Cash acquired 879
Net cash outflow 18,652
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Goodwill has arisen on the acquisition and reflects the future economic benefits arising from assets that are not capable of being
identified individually and recognised as separate assets. The goodwill reflects the anticipated profitability and synergistic benefits
arising from the utilisation of the Group’s existing distribution channels and customer relationships in the cake sector.

The Directors considered whether the business’ rights to use the brands, acquired as part of the Lightbody Group, should be shown as
separate intangible assets but determined that the fair value of any such intangibles could not be measured with sufficient reliability.
The value of these rights is intrinsically linked to the entity itse f due to its dependence upon three main factors:

¢ the skills of the product development team within the business in developing innovative, “great” tasting cakes whilst adhering to
the licensors’ guidelines;

* the skills of the bakery development team to convert the development team’s ideas into products which can be manufactured
on alarge scale to a consistent quality on plant; and

* the success of the commercial team, via existing customer relationships, in getting the products listed for sale.

12 GOODWILL

Total

£000
Balance at 1 July 2006 14,031
Acquisitions through business combinations 35,873
Adjustments to previously acquired goodwill (140)
Balance at 30 June 2007 49,764
Balance at 1 July 2007 49,764
Acquisitions through business combinations 10,618
Balance at 30 June 2008 60,382

The adjustment to previously acquired goodwill arises from the reassessment of the provisional fair values as assessed at the date of
acquisition.

The carrying amount of goodwill has been allocated to cash generating units or groups of cash generating units as follows:

2008 2007

£000 £000

Nicholas & Harris 1,926 1,926
California Cake Company - 9,145
Campbells Cake Company 681 681
United Central Bakeries 2,139 2,139
Lightbody of Hamilton 45,018 35,873
Anthony Alan Foods 4,289 -
Livwell 6,329 -
60,382 49,764

The goodwill arising on the acquisition of Cal fornia Cake Company has been allocated to Lightbody following the transfer of that
business to Lightbody at the start of the year.

The Group tests goodwill forimpairment on an annual basis, or more frequently fthere are indications that the goodwill may be
impaired. The recoverable amounts of the cash generating units are determined from value in use calculations. The key assumptions
for the value in use calculations are the discount rate used for future cash flows and the anticipated future changes in revenue, direct
costs and indirect costs.

The Best at What We Do
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Notes to the Consolidated Financial Statements
continued

12 GOODWILL continued
The management uses the Group’s weighted average interest rate as at the testing date to discount future cash flows expected to
arise from the cash generating units. The rate used for impairment tests at 30 June 2008 was 6.733%.

The Group prepares cash flow forecasts based on the most recent financial budgets approved by management and extrapolates
these forward for the next seven years. Changes in revenue and direct costs are based on past experience and expectations of future
changes in the market. The revenue growth rate used for impairments tests at 30 June 2008 was 5% with corresponding increase in
direct costs. The assumed increase in indirect costs was 3%.

13 PROPERTY, PLANT AND EQUIPMENT

Land and Plantand Fixtures and Under
buildings  equipment fittings Vehicles construction Total

£000 £000 £000 £000 £000 £000
Cost
Balance at 1 July 2006 8,511 19429 1,026 69 142 29177
Acquisitions through business combinations 2993 4,049 375 56 - 7473
Additions 1 2,858 19 13 1,083 3,984
Transfers 22 511 2 - (535) —
Disposal - (2,292) ©) 15 N (2,316)
Balance at 30 June 2007 11,537 24,555 1413 123 690 38,318
Balance at 1 July 2007 11,537 24,555 1413 123 690 38,318
Exchange adjustments - - 26 - - 26
Acquisitions through business combinations 1,300 618 5 12 - 1935
Additions 583 817 174 8 969 2,551
Transfers 107 663 466 - (1,236) -
Disposal - 157 (353 74) - (578)
Balance at 30 June 2008 13,527 26,502 1,731 69 423 42,252
Depreciation and impairment
Balance at 1 July 2006 (2,337) (12,191) (696) (54) - (15,278)
Depreciation charge for the year (192) (1,559) a3mn (12) - (1,894)
Disposals - 2,006 5 3 - 2,014
Balance at 30 June 2007 (2,529) (11,744) (822) 63) - (15,158)
Balance at 1 July 2007 (2,529) (11,744) (822) 63) - (15,158)
Exchange adjustments - - (16 - - 16
Depreciation charge for the year (269) (2,256) (186) (24) - (2,735
Disposals - 83 144 72 - 299
Balance at 30 June 2008 (2,798) (13917) (880) (15) - (17.610)
Net book value
At 30 June 2006 6,174 7,238 330 15 142 13,899
At 30 June 2007 9,008 12,811 591 60 690 23160
At 30 June 2008 10,729 12,585 851 54 423 24,642
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LEASED PLANT AND MACHINERY
At 30 June 2008 the net carrying amount of leased plant and machinery was £4,565,000 (2007: £3,530,000). The leased equipment
secures lease obligations (see note 29).

SECURITY
HSBC Bank Plc, HSBC Asset Finance (UK) Ltd and HSBC Equipment Finance (UK) Ltd have debentures incorporating fixed and floating
charges over the undertaking and all property and assets including goodwill, book debts, uncalled capital, buildings, fixtures, fixed

plant and machinery. A breakdown of the financial liabilities is shown in note 19.

Hire purchase obligations are secured on the underlying assets.

14 OTHERFINANCIAL ASSETS

2008 2007
£000 £000
Non-current
Investments 25 25
Current
Fair value of interest rate swaps 292 449
INVESTMENTS

The unlisted investments acquired as part of the Lightbody acquisition on 23 February 2007 and held at 30 June 2008 consist of
preference shares in Murray Traders Ltd (10.5% of the issued capital of that company).

INTEREST RATE SWAPS AT FAIR VALUE

The Group has entered into four interest rate swap arrangements to hedge its risks associated with interest rate fluctuations —
£5.0 million fixed for five years from 18 November 2005, £5.0 million reducing for five years from 18 November 2005, £11.0 million
reducing over five years from 23 February 2007 and £5.0 million fixed for five years from 1 May 2008. These arrangements do not
meet the conditions necessary for hedge accounting to be applied and, therefore, changes in their fair value are recognised
immediately in the income statement.

15 PENSION SCHEMES

A number of companies within the Group operate defined contribution pension schemes with one business also operating a defined
benefit scheme. The Group made contributions of £434,000 (2007: £393,000), being £227,000 (2007: £215,000) in respect of its
defined benefit pension arrangements and £207,000 (2007: £178,000) in respect of its defined contribution pension arrangements.
The assets of the schemes are held separately from those of the Company.

The amounts in the financial statements for the period ended 30 June 2008, relating to defined benefit pension, are based on a full
actuarial valuation dated 31 December 2007, which was updated to 30 June 2008.

Memory Lane Cakes Ltd (MLC) has a funded defined benefits scheme called the Memory Lane Cakes Pension Scheme, which is a
separately administered plan. The scheme is closed to new members, and the accrual rate decreased, from 1 July 2003. As the age of
the active membership increases, the closure to new entrants may cause the current service cost to increase under the projected unit
method (although this may be offset to some extent by a reducing salary roll as members leave active service). At 30 June 2008, the
scheme had 147 active members accruing benefits (2007: 149), 165 deferred pensioner members (2007: 167) and 123 pensioner
members (2007: 117).

The Best at What We Do
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Notes to the Consolidated Financial Statements

continued

15 PENSION SCHEMES continued

The MLC contribution paid in the year to 30 June 2008 was £227,000 (2007: £215,000). MLC’s agreed contribution rate will increase
from 6.2% to 10% of pensionable pay from 1 July 2008. The employees’ contribution will remain at 6% of pensionable pay. The Group

expects to contribute approximately £350,000 to its defined benefit pension scheme in the next financial year.

The full actuarial valuation of the Scheme carried out as at 31 December 2007 on an equity/bond basis and projected unit method,
showed that there was a surplus of £929,000 equivalent to a 6% surplus of assets over liabilities. The valuation was conducted by a

qual fied independent actuary.

The trustees of the Memory Lane Cakes Pension Scheme transferred the majority of the assets to a Black Rock Target Return Fund,
which aims for a return of 5% per annum above the retail price index. The transfer took place on the 27 April 2006.

2008 2007

£000 £000
Fair value of plan assets 16,516 16,066
Present value of defined benefit liabilities (16,339) (13,544)
Surplus recognised 177 2,522
MOVEMENTS IN PRESENT VALUE OF DEFINED BENEFIT OBLIGATION

2008 2007

£000 £000
At 1 July (13,544) (14,250
Current service cost (355) (386)
Past service cost - (35)
Interest cost (806) (776)
Employee contributions (219 (208)
Benefits paid 287 342
Actuarial (losses)/gains (1,702) 1,769
At 30 June (16,339 (13,544)
MOVEMENTS IN FAIR VALUE OF PLAN ASSETS

2008 2007

£000 £000
At 1 July 16,066 15,033
Expected return on plan assets 1,271 1170
Employee contributions 219 208
Benefits paid (287) (342)
Actuarial (losses)/gains (980) (218)
Contributions by employer 227 215
At 30June 16,516 16,066

Actuarial gains and losses arise due to changes in the key assumptions such as inflation,

experience gains and losses.
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mortality rates and discount rates as well as

EXPENSE RECOGNISED IN THE CONSOLIDATED INCOME STATEMENT

2008 2007

£000 £000

Current service cost (355) (386)

Past service cost — (39

Expected return on defined benefit pension plan assets 1,271 1170

Interest on defined benefit pension plan liabilities (806) (776)

Total 110 27
The above income/(expenses) are recognised in the following line items in the consolidated income statement:

2008 2007

£000 £000

Administrative expenses (355) 421

Finance income 1,271 1170

Finance expense (806) (776)

(110) 27

Actuarial gains and losses recognised directly in equity in the statement of recognised income and expense since 1July 2006, the

transition date to Adopted IFRS:

2008 2007

£000 £000

Cumulative amount at 1 July 2912 1,361

Recognised in the year (2,682) 1,551

Cumulative amount at 30 June 230 2912
The fair value of the plan assets and the return on those assets were as follows:

2008 2007

Fairvalue Fairvalue

£000 £000

Equities/target return fund 15,030 14,507

Property 1,321 1515

Cash 165 44

16,516 16,066

Actual return on plan assets 1,271 1170

None of the fair values of the assets shown above includes any of the Company’s own financial instruments or any property occupied

by, or any other assets used by, the Company.

The Best at What We Do
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Notes to the Consolidated Financial Statements

continued

15 PENSION SCHEMES continued
Principal actuarial assumptions at the year end were as follows:

2008 2007
Inflation assumption 3.7% 3.0%
Rate of pensionable salary increases 4.2% 3.5%
Increases to pensions in payment 3.7% 3.0%
Discount rate for liabilities 6.6% 5.9%

The financial assumptions are based on market conditions as at the review date of 30 June 2008 with discount rates based on the yields

on long-dated high-quality corporate bonds.

Salary inflation assumptions are as determined by the Board with regard to price inflation.

Pre-retirement mortality assumption PIM/F]A92 AIM/F]92
medium ultimate
cohort tables
year of birth
Post-retirement mortality assumption PIM/FIA92  P[M/F]A92
medium tables
cohort projected to
year of birth calendar
year 2024
Under the mortality tables adopted, the assumed future | fe expectancy at age 65 is as follows:
Male currently at age 45 231 201
Female currently at age 45 259 231
Male currently at age 65 220 201
Female currently at age 65 24.8 231
HISTORY OF EXPERIENCE GAINS AND LOSSES
2008 2007
£000 £000
Difference between expected and actual return (980) (218)
as a percentage of Scheme assets (5.9%) (1.4%)
Experience gains and losses on Scheme liabilities (556) -
as a percentage of the value of the liabilities 3.4% 0.0%
Total actuarial (losses)/gains (2,682) 1,551
as a percentage of the value of the liabilities 16.4% 11.5%

Inflation is assumed to be at 3.7% per annum. The differential between the assumed rate of inflation and the discount rate for liabilities

is 2.9% (2007: 2.9%).

Changing the year end 2008 assumptions to those of 2007 year end listed above, the surplus would have been £1,323,000 compared

to the reported surplus of £177,000.
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The history of the plans for the current and prior periods is as follows:
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BALANCE SHEET
2008 2007 2006 2005 2004
£000 £000 £000 £000 £000
Fair value of plan assets 16,516 16,066 15,033 12,664 10,558
Present value of the defined benefit liabilities (16,339 (13,544) (14,250) (13,258) (10,694)
Surplus/(deficit) 177 2,522 783 (594) (136)
EXPERIENCE ADJUSTMENTS
2008 2007 2006 2005 2004
£000/% £000/% £000/% £000/% £000/%
Experience adjustments on plan assets (980) (218) 1,448 1144 481
as a percentage of plan assets (5.9%) (1.4%) 9.6% 9.0% 5.0%
Experience adjustments on plan liabilities (556) - (16) (391 927
as a percentage of plan liabilities (3.4%) (0.0%) 0.1%) (3.0%) 9.0%
16 INVENTORIES
2008 2007
£000 £000
Raw materials and consumables 3,409 2,403
Finished goods 1,701 1,583
5110 3,986
17 TRADE AND OTHER RECEIVABLES
2008 2007
£000 £000
Trade receivables due from third party 23,029 19956
Other taxation 1134 1,618
Other debtors 256 521
Prepayments and accrued income 1,695 1,520
26,114 23,615

Within other prepayments above is an amount for £400,000 (2007: £60,000) relating to Nestlé contract negotiation fees which are
not due within one year and also prepaid pension costs of £26,000 (2007: £23,000). The Directors consider that the carrying amount

of trade and other receivables approximates to their fair value.
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Notes to the Consolidated Financial Statements
continued

18 CASH AND CASH EQUIVALENTS INCLUDING BANK OVERDRAFTS

2008 2007
£000 £000
Net bank overdraft 5,965 3176

The Directors consider that the carrying value of net bank overdraft approximates to the fair value.

19 OTHERINTEREST-BEARING LOANS AND BORROWINGS

This note provides information about the contractual terms of the Group’s interest-bearing loans and borrowings, which are measured
atamortised cost. Amortised cost is original cost less amounts repaid. The Directors consider that the carrying value of these
interest-bearing loans and borrowings approximates to their fair value.

2008 2007
£000 £000
Current liabilities
Current portion of secured bank loan notes 5,514 1970
Current portion of finance lease liabilities 1161 838
Loans notes 135 954
6,810 3,762
Non-current liabilities
Secured bank loans 28,752 20,687
Finance lease liabilities 2185 1,359
30,937 22,046
Non-current secured bank loans are repayable as follows:
2008 2007
£000 £000
Bank loans and mortgages
Between one and two years 5,514 3,044
Between two and five years 15184 8,588
Between five and 10 years 5,700 6,484
Between 10 and 15 years 2,354 2,571
28,752 20,687
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Finance lease liabilities are payable as follows:

Minimum Minimum

lease lease
payments Interest Principal payments Interest Principal
2008 2008 2008 2007 2007 2007
£000 £000 £000 £000 £000 £000
Lessthan one year 1332 171 1161 947 109 838
Between one and five years 2,406 221 2185 1,453 94 1,359
3738 392 3,346 2,400 203 2197

TERMS AND DEBT REPAYMENT SCHEDULE

Frequency Original
Marginal of Year of facility 2008 2007
interest rate* repayments maturity £000 £000 £000
Mortgage 1.000%% Monthly 2022 8,000 7810 8,000
Mortgage 1.000% Monthly 2023 800 791 -
Termloan 1.950% Quarterly 2014 12,300 11,196 12,300
Term loan 2.250% Quarterly 2013 7,700 6,767 -
Term loan 2.250% Quarterly 2013 2,100 1,925 —
Term loan 2.250% Quarterly 2014 5,450 4,000 -
Loan secured on assets 1.275% Quarterly 2010 750 1,050
Loan secured on assets 1.275% Monthly 2013 5,500 1,027 1,307
Finance lease liabilities 1.275% Monthly 2012 715 929
Finance lease liabilities 1.275% Monthly 2012 2,631 1,268
Term loan 2.250% Quarterly 2014 500 - —
Finance lease 1.275% Monthly 2013 1,875 — —
Loan notes 5%fixed Ondemand Ondemand - 10 29
Loan notes 1% below base Ondemand 2012 - m 925
Loan notes baserate Ondemand 2012 - 14 -
44,225 37,747 25,808

*All interest rates quoted above under “marginal interest rate” refer to the % margin above the prevailing base rate unless otherwise specified. The base rate at the
balance sheet date was 5.0%.

GROUP'S BORROWING FACILITIES
All of the above loans are denoted in pounds sterling, with various interest rates and maturity dates. The main purpose of the above
facilitiesis to finance the Group’s operations.

For more information about the Group’s exposure to interest rate risk, see note 25.
HSBC Bank Plc, HSBC Asset Finance (UK) Ltd and HSBC Equipment Finance (UK) Ltd have debentures incorporating fixed and floating

charges over the undertaking and all property and assets including goodwill, book debts, uncalled capital, buildings, fixtures, fixed
plant and machinery.

The Best at What We Do
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Notes to the Consolidated Financial Statements
continued

20 ANALYSIS OF NET DEBT

As at As at
year ended Acquisitions  year ended
30]June and 30June
2007 Cash flow disposals 2008
£000 £000 £000 £000
Bank overdraft (3176) (2,683) (106) (5,965)
Loan notes repayable on demand (954 819 - (135
(4,130 (1,864) (106) (6,100)
Debt due within one year (1,970 (3.544) - (5,514
Debt due after one year (20,687) (8,065) - (28,752)
Hire purchase obligations due within one year (838) (323 - (1,167
Hire purchase obligations due after one year (1,360) (825) - (2,185)
Total net debt (28,985) (14,621) (106) (43,712)
Net debt as detailed above excludes discounted deferred consideration of £5.9 million (2007: £9.4 million).
21 TRADE AND OTHER PAYABLES
2008 2007
£000 £000
Current
Trade creditors 17223 13,675
Other taxes and social security 1,208 1,084
Other creditors 255 680
Accruals and deferred income 6,892 7452
25,578 22,891

Trade payables and accruals comprise of amounts outstanding for trade purchases and ongoing costs. The Directors consider that
the carrying amount of trade payables approximates to their fair value.
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22 PROVISIONS
Onerous Re- Employee

lease organisation claims Total

£000 £000 £000 £000
Balance at 1 July 2007 - 1,069 557 1,626
Provisions made during the year 642 322 - 964
Provisions used during the year - (949) (259 (1,208)
Balance at 30 June 2008 642 442 298 1,382
Current provisions 117 442 298 857
Non-current provisions 525 - - 525
The onerous lease provision relates to a warehouse at the California Cake Company site which has a lease commitment extending to
April 2012.
The reorganisation provision relates to future costs associated with the relocation of California Cakes to the Lightbody site, the
integration of Anthony Alan Foods Ltd and the integration of Yorkshire Farm Bakery and A&P foods.
The employee claims provision is based on number of reported accidents and incidents and the number of expected claims yet to be
reported based on historical evidence, all accrued up to the maximum self insured amount of £10,000 per claim.
23 OTHERFINANCIAL LIABILITIES

2008 2007
£000 £000

Current
Deferred purchase consideration relating to Lightbody Group - 9,400
Deferred purchase consideration relating to Yorkshire Farm Bakery and A&P Foods 705 -
Deferred purchase consideration relating to Yorkshire Farm Bakery and A&P Foods 705 9,400

Non-current

Deferred purchase consideration relating to Yorkshire Farm Bakery and A&P Foods 3,050 -
Deferred contingent purchase consideration relating to Anthony Alan Foods 2,103 -
5153 -

Please refer to note 11 for details of the deferred purchase consideration relating to each particular acquisition.
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24 DEFERRED TAXASSETS AND LIABILITIES

RECOGNISED DEFERRED TAX ASSETS AND LIABILITIES

Deferred tax assets and liabilities are attributable to the following:

Assets Liabilities
2008 2007 2008 2007
£000 £000 £000 £000
Property, plant and equipment - - 1,369 1,788
Short term timing differences © (388) - -
Employee share scheme charges (38) (214) - -
Pension scheme charges - - 50 757
Interest rate swaps - - 82 126
IFRS fair value adjustments on acquisitions - - 17 36
Tax (assets) / liabilities @7 602) 1,618 2,707
Net tax liabilities 1,571 2,105
MOVEMENT IN DEFERRED TAX DURING THE YEAR
Acquiredin
TJuly Recognised Recognised business 30June
2007 inincome in equity combination 2008
£000 £000 £000 £000 £000
Property, plant and equipment 1,400 40 - - 1,360
Employee share scheme (214) (51 227 - (38)
Pension scheme 757 94 (801 - 50
Interest rate swaps 126 44 - - 82
IFRS fair value adjustments on acquisitions 36 (209) - 290 117
2,105 (250) (574) 290 1,571
MOVEMENT IN DEFERRED TAX DURING THE PRIOR YEAR
Acquiredin
TJuly Recognised Recognised business 30June
2006 inincome inequity combination 2007
£000 £000 £000 £000 £000
Property, plant and equipment 346 514 - 540 1,400
Employee share scheme 19 99 (96) - (214)
Pension scheme 235 57 465 - 757
Interest rate swaps 53 73 - — 126
IFRS fair value adjustments on acquisitions - 121 - 157 36
615 424 369 697 2,105
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25 RISKS

The Group’s policies on the management of liquidity, credit and interest rate risks are set out below and also referred to in the Business

Review.

a) LIQUIDITY

The Group’s policy is to ensure that it has sufficient facilities to cover its future funding requirements. The following are the contractual
maturities of financial liabilities, including estimated interest payments over the life of these facilities:

As atyear ended 30 June 2008

Carrying  Contractual Tyear Tto<2 2to<5 Syears
amount  cash flows orless years years and over
£000 £000 £000 £000 £000 £000
Non-derivative financial liabilities
Secured bank loans (34,266) (41,338) (7.608) (7,227) (18123) (8,380)
Finance lease liabilities (3,346) (3738 (1,332) (844) (1,562) N
Bank overdrafts (5965) (5965) (5,965) - - -
(43,577) (51,041 (14,905) (8,071 (19.685) (8,380)
Trade creditors (17,223) (17,223) (17223) - - -
Derivative financial assets/(liabilities)
Interest rate swaps liabilities - 116) (24) (24) 68) -
Interest rate swaps assets 292 183 79 66 38 -
292 67 55 42 30 -

As atyear ended 30 June 2007

Carrying  Contractual 1year Tto<?2 2to<5 Syears

amount  cashflows orless years years and over

£000 £000 £000 £000 £000 £000

Non-derivative financial liabilities
Secured bank loans (22,657) (28,200) (3,395 4,279 (11,102) (9424)
Finance lease liabilities (2,197) (2,400) 947) (883) (570 -
Bank overdrafts (3176) (3,176) (3176) - - -

(28,030 (33,776) (7518 (5162) (11,672) (9424
Trade creditors (13,675) (13,675) (13,675) - — -
Derivative financial assets/(liabilities)
Interest rate swaps assets 449 274 91 79 104 -

449 274 9 79 104 -
The information relating to the interest rate swaps shown in the tables above indicate the cash flows associated with these
instruments. This also reflects the expected effect on the profit. These amounts will change as interest rates change.
Short-term flexibility is available through existing bank facilities and the netting off of surplus funds.
The Best at What We Do
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25 RISKS continued

b) CREDIT

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument fails to meet its contractual
obligations, and arises principally from the Group’s receivables from customers. These trading exposures are monitored and managed
by operational companies, and are also monitored at Group level. At the balance sheet date there were no significant concentrations
of credit risk. The carrying amount of the financial assets represents the maximum credit exposure. Therefore, the maximum exposure
to credit risk for the trade receivables at the balance sheet date was £23.0 million (2007: £20.0 million) and the ageing of trade
receivables at the balance sheet date was:

Gross Gross

2008 2007

£000 £000

Not past due 17,271 15,356
Past due 0-30 days 4,193 3,510
Past due 31-120 days 1,266 1,090
More than 120 days 299 -
23,029 19,956

The Group’s strategy is to focus on supplying UK multiple grocers, the nature of these customers is such that there is relatively low risk
of them failing to meet their contractual obligations. There is no impairment necessary to the value of trade receivables at the balance
sheet date. The balance of £1.6 million past due by more than 30 days is equivalent to three days' sales.

¢) MARKET RISK—INTEREST RATE RISK

The Group’s interest rate risk exposure is primarily to changes in variable interest rates. The Group has entered into four interest rate
swap arrangements in order to hedge its risks associated with any fluctuations — £5.0 million fixed for five years from 18 November
2005, £5.0 million reducing for five years from 18 November 2005, £11.0 million reducing over five years from 23 February 2007 and
£5.0 million fixed for five years from 1 May 2008.

The profile of the Group’s interest bearing loans at the balance sheet date were split as follows:

2008 2007

£000 £000

Fixed rate liabilities 10 29
Variable rate liabilities 37737 25,779
37747 25,808

SENSITIVITY

A 1% increase in the base rate would have the following impact on interest charges and associated net assets for the Group.

This sensitivity relates to interest bearing bank borrowings and interest rate swaps only and excludes possible changes in pension
financing costs.

2008 2007
£000 £000
Profit decrease 430 212
Decrease in net assets 430 212

A 1% decrease in the base rate would have an equal and opposite impact to those listed above.
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d) CAPITAL MANAGEMENT
The Group’s objective is to maximise the return on netinvested capital while maintaining its ongoing ability to operate and
guaranteeing adequate returns for shareholders and benefits for other stakeholders, with a sustainable financial structure.
26 CAPITAL AND RESERVES
RECONCILIATION OF MOVEMENT IN CAPITAL AND RESERVES
Capital
Share Share redemption Retained Minority Total
capital premium reserve earnings interest equity
£000 £000 £000 £000 £000 £000
Balance at 1 July 2006 231 6,902 578 4,693 — 12,404
Warrants exercised 51 1484 - - - 1,535
Options exercised 4 132 - - - 136
New shares issued 225 18,900 — - - 19125
Placing costs - (839) - - - (839
Acquisition of subsidiary undertaking - - - - 1 1
Impact of share based payments - - - 298 - 298
Deferred tax impact of share based payments - - - 96 - 96
Actuarial gain on pension scheme asset - - - 1,551 - 1,551
Deferred tax movement on
pension scheme actuarial gain - - - (465) - (465)
Retained profit for the year - - - 3933 36 3,969
Dividend paid - - - (394) - (394
Balance at 30 June 2007 511 26,579 578 9,712 37 37417
Balance at 1 July 2007 511 26,579 578 9,712 37 37417
Warrants exercised 2 73 - - - 75
Options exercised 1 28 - - - 29
Foreign exchange translation differences - - - (35) - (35
Impact of share based payments - - - 194 - 194
Deferred tax impact of share based payments - - - (227) - (227)
Actuarial loss on pension scheme asset - - - (2,682) - (2,682)
Deferred tax movement on
pension scheme actuarial loss - - - 801 - 801
Retained profit for the year - - - 3,850 187 4,037
Dividend paid - - - (1,029) (39 (1,068)
Balance at 30 June 2008 514 26,680 578 10,584 185 38,541

The Best at What We Do
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27 SHARE CAPITAL

In thousands of shares 2008 2007
Onissue at 30 June 51,700 23,084
Warrants exercised 248 5116
Options exercised 100 400
New shares issued - 22,500
Inissue at 30 June —fully paid 51,448 51,100
2008 2007
£000 £000
Authorised
Ordinary shares 100,000,000 of 1p each 1,000 1,000

Allotted, called up and fully paid
Ordinary shares of 1p each 514 5T

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote per share at
meetings of the Company.

During the year the 348,178 1p ordinary shares were issued as a result of the exercise of warrants and options, with a total
consideration received of £99,972.

5,707,894 warrants were issued to shareholders on the basis of one warrant for every three shares held following shareholder approval
on 27 May 2002 and a further 859,410 were issued on the acquisition of Memory Lane Cakes. 248,178 warrants were exercised during
the year (2007: 5,116,095) and the final 184,977 warrants lapsed. The last exercise date for these warrants was 29 October 2007. No
warrants remained outstanding at 30 June 2008.

At 30 June 2008 there were options outstanding over 4,771,836 shares (2007: 2,460,196). 2,411,640 options were granted during the
year. Options over 100,000 shares were exercised during the year and no options lapsed during the year.

SHARE-BASED PAYMENTS

The Group operates both approved and unapproved share option schemes. The Long Term Incentive Plan 2006 was adopted by the
Company on 29 November 2006. All share based payments that have not vested prior to 1 July 2006 are recognised in the financial
statements. Following the adoption of IFRS2 "Share-based payments”, charges have been made to the Income Statement to reflect
the calculated fair value of employee share options.

The fair value is calculated at the grant date and ultimately expensed in the income statement over the vesting period, based on the
best available estimate of the number of share options expected to vest, with a corresponding credit to reserves.

Upon exercise of the share options the proceeds received net of attributable transaction costs are credited to share capital and where
appropriate share premium.

There have been a number of options granted during the course of the year with further details given below. The aggregate of the
estimated fair values is £581,000 of which £137,000 has been expensed in the year to 30 June 2008.
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On 5 October 2007, 905,600 options were granted to 32 members of senior management under the Long Term Incentive Plan at an exercise
price of 106p. The estimated fair value of these options was £183,000 and this will be expensed over three years from the date of the grant.

Also on 5 October 2007, 382,500 options were granted to nine Directors of the Group and its subsidiaries under the Long Term
Incentive Plan at an exercise price of 106p. The estimated fair value of these options was £106,000 and this will be expensed over five
years from the date of the grant.

On 15 November, a further 100,000 options were granted to a member of senior management at an exercise price of 1p with an
estimated fair value of £93,000 which will be expensed over the next two years.

On 29 January 2008, options over 1,023,540 shares were granted under the new Group ShareSave scheme launched in November
2007 at an exercise price of 67.5p. The estimated fair value of these options was £199,000 and this will be expensed over three years
from the date of the grant.

Administrative expenses include a charge of £194,000 for the year to 30 June 2008 — this includes £57,000 relating to options granted
in previous years. The comparative charge for the year ended 30 June 2007 was £298,000.

The Company has used the QCA-IRS option valuer™ based on the Black-Scholes-Merton based option pricing model, to calculate the
fair value of the outstanding options. This model was developed by The QCA partnered with Independent Remuneration Solutions (IRS)

and City Group Plc. The development was led by Mr Edward Beale, a Director of the Group and Chief Executive of City Group Plc.

Detail of share options outstanding at 30 June 2008 by exercise price is shown below:

First Last

Exercise exercise exercise At30June At 30 June
price date date 2007 Granted Exercised Cancelled 2008
111.0p Apr 2010 Apr 2017 81,000 - - — 81,000
106.0p Apr 2012 Oct 2019 - 382,500 - — 382,500
106.0p Apr 2010 Oct 2017 - 905,600 - - 905,600
100.0p Apr 2010 Apr 2017 519,000 - - - 519,000
93.0p Nov 2009 Nov 2013 35,000 - - - 35,000
93.0p Nov 2009 Nov 2016 32,000 - — - 32,000
88.0p Sep 2011 Sep 2013 172,500 - — - 172,500
85.6p Sep 2009 Sep 2016 35,000 - — - 35,000
85.6p Sep 2009 Sep 2013 165,000 - — - 165,000
74.5p Jan 2009 Jan 2016 40,000 - - - 40,000
74.5p Jan 2009 Jan 2013 160,000 - - - 160,000
67.5p Nov 2008 Nov 2015 139,000 - - - 139,000
67.5p Jan 2011 Jul 2011 - 1,023,540 - - 1,023,540
63.0p Nov 2008 Nov 2015 47,000 - - - 47,000
63.0p Nov 2008 Nov 2012 114,000 - - - 114,000
52.5p Jul 2010 Jul 2015 115,000 - - - 115,000
34.0p Oct 2009 Oct 2014 105,696 - - - 105,696
29.0p Dec 2005 Dec 2012 500,000 - - - 500,000
29.0p Mar 2006 Mar 2010 100,000 - (100,000) - -
1.0p Nov 2010 Nov 2014 - 100,000 - - 100,000
1.0p Apr 2010 Apr 2017 100,000 - - - 100,000
2,460,196 2,411,640 (100,000) - 4,771,836

The weighted average share price at the date of exercise of share options exercised during the year was 113.0p (2007: 99.7p).
The Best at What We Do
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27 SHARE CAPITAL continued
The options outstanding at the year end have a weighted average exercise price 76.2p (2007: 65.4p) and a weighted average
contractual life of 5.8 years (2007: 6.7 years).

Theinputsinto the Black-Scholes-Merton based option pricing model to calculate the share options charges in the year were as follows:

2008 2007
Expected life of option 3-Syears 3-Syears
Volatility of share price 32.3-45.0% 30.0-52.5%
Dividend yield 1.8%-2.7% 1.4%-1.7%
Risk-free interest rate 4.42%-541% 4.69%-5.41%
Share price at date of grant 74.0p-110.0p 88.5p-111.0p
Exercise price 1.0p-106.0p 1.0p-111.0p
Bid price discount 10% 10%
Estimated conversion rate 100% 100%
Fair value per option 19.4.p-92.9p 20.3p-95.1p
28 DIVIDENDS
The following dividends were paid during the period:
2008 2007
£000 £000
2.0p (2006: 1.5p) per qualifying ordinary share 1,029 394

After the balance sheet date a dividend of 2.2p per qualifying ordinary share (2007: 2.0p) has been proposed by the Directors.
The dividend has not been provided for in these accounts. Subject to shareholder approval at the AGM, this dividend will be paid on
5 December 2008 with a record date of 31 October 2008.

During the year a dividend of £39,000 (2007: £nil) was also paid to the other shareholderin Lightbody-Stretz.

29 OPERATINGLEASES
Non-cancellable operating lease rentals payable in the year ending 30 June 2009 are as follows:

Land and buildings Other
2008 2007 2008 2007
£000 £000 £000 £000

On leases which expire in:
Less than one year 31 - 162 77
Between one and five years 151 204 488 174
More than five years 318 293 - -
500 497 650 251

The Group had annual commitments under non-cancellable operating leases relating primarily to land and buildings, fork lift trucks and
office equipment.

Land and buildings have been considered separately for lease classification. Land and buildings amounts relate to leasehold
properties at the Nicholas & Harris site, part of the Lightbody of Hamilton site and the California site.
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During the year £946,000 was recognised as an expense in the income statement in respect of operating leases (2007: £713,000) .

30 CAPITALCOMMITMENTS
At the year ended 30 June 2008, the Group had capital expenditure commitments of £377,000 (2007: £125,000).

31 RELATED PARTIES

RELATED PARTY TRANSACTIONS AND DIRECTORS” MATERIAL INTERESTS IN TRANSACTIONS

Mr D C Marshall and Mr E ] Beale are Directors of City Group Plc, which received fees for the year of £54,000 (2007: £79,000), £34,000
for the provision of head office and company secretarial services and £20,000 for acquisition review and advice to Finsbury Food
Group Plc. £19,241 was due to City Group at 30 June 2008 (2007: £17,189). The services of Mr Marshall are supplied by an overseas
company in which none of the Directors has an interest. Directors’ fees for Mr Beale are surrendered to his primary employer.

TRANSACTIONS WITH KEY MANAGEMENT PERSONNEL
Directors of the Company and theirimmediate relatives control 28% per cent of the voting shares of the Company.

The compensation of key management personnel (i.e. Group Directors, Group Commercial Director, Brand Director and Operating
Subsidiary Managing Directors) is as follows:

2008 2007
£000 £000
Fees 195 143
Company contributions to money purchase pension schemes 50 47
Executive salaries and benefits 1,024 795
Executive bonuses 25 178
1,294 1163

32 TRANSITIONTO ADOPTED IFRSs
As stated in note 1, these are the Group’s first consolidated financial statements prepared in accordance with Adopted IFRSs.

The accounting policies set out in note 1 have been applied in preparing the financial statements for the year ended 30 June 2008,
the comparative information presented in these financial statements for the year ended 30 June 2007 and in the preparation of an
opening IFRS balance sheet at 1 July 2006 (the Group’s date of transition).

In preparing its opening IFRS balance sheet, the Group has adjusted amounts reported previously in financial statements prepared in
accordance with its old basis of accounting (UK GAAP). An explanation of how the transition from UK GAAP to Adopted IFRSs has
affected the Group’s financial position, financial performance and cash flows are set out in the following tables and the notes that
accompany the tables.
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32 TRANSITION TO ADOPTED IFRSs continued

RECONCILIATION OF GROUP BALANCE SHEET AS AT 30 JUNE 2006 FROM UK GAAP TO IFRS (UNAUDITED)

Interest
UKGAAP  rate swaps Goodwill IFRS
£000 £000 £000 £000

Assets
Non-current assets
Goodwill-positive 14,031 - - 14,031
Goodwill-negative (493) - 493 -
Property, plant and equipment 13,899 - - 13,899
Employee benefits 783 — - 783
Total non-current assets 28,220 - 493 28,713
Current assets
Inventories 1714 - - 1,714
Trade and other receivables 11,341 - - 11,341
Financial instruments at fair value - 178 - 178
Cash and cash equivalents 527 - - 527
Total current assets 13,582 178 - 13,760
Total assets 41,802 178 493 42473
Liabilities
Current liabilities
Other interest bearing loans and borrowings (2112) - - 2112)
Trade and other payables (13,124 - - (13124)
Provisions 648) - - 648)
Contingent deferred consideration (500) - - (500)
Deferred government grants 60 - - 60)
Current tax payable (586) - - (586)
Total current liabilities (17,030 - - (17,030)
Non-current liabilities
Long-term borrowings (12,424) - - (12,424)
Deferred tax (562) (53) - ©15)
Total non-current liabilities (12,986) (53) - (13,039
Total liabilities (30,016) (53) - (30,069
Total net assets 11,786 125 493 12,404
Equity
Called up share capital 231 - - 231
Share premium 6,902 - - 6,902
Capital redemption reserve 578 - - 578
Profit and loss account 4,075 125 493 4,693
Equity shareholders’ funds 11,786 125 493 12,404
Minority interest - - — -
Total equity 11,786 125 493 12,404
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RECONCILIATION OF GROUP BALANCE SHEET AS AT 30 JUNE 2007 FROM UK GAAP TO IFRS (UNAUDITED)

Fairvalue
Interest deferred Fairvalue
UKGAAP  rate swaps Goodwill consideration stocks IFRS
£000 £000 £000 £000 £000 £000
Assets
Non-current assets
Goodwill-positive 50,052 - 116 (244) (160) 49,764
Goodwill-negative (462) - 462 = - -
Property, plant and equipment 23,160 - - - - 23,160
Other financial assets 25 - - - - 25
Employee benefits 2,522 — - - - 2,522
Total non-current assets 75,297 - 578 (244) (160) 75471
Current assets
Inventories 3986 - - - - 3,986
Trade and other receivables 23,615 - - - - 23,615
Financial instruments at fair value - 449 - - - 449
Total current assets 27,601 449 - - - 28,050
Total assets 102,898 449 578 (244) (160) 103,521
Liabilities
Current liabilities
Bank overdraft (3176) - - - - (3176)
Other interest bearing loans and borrowings (3,762) - - - - (3,762)
Trade and other payables (22,891 - - - - (22,891)
Provisions (1,367) - - - - (1,367)
Deferred purchase consideration (9,530 - - - 130 (9,400)
Deferred government grants 65) - - - - 65)
Current tax payable (1,033 - - - - (1,033)
Total current liabilities (41,824) - - - 130 (41,694)
Non-current liabilities
Long-term borrowings (22,046) - - - - (22,046)
Provisions and other liabilities (259) - - - - (259
Deferred tax (1,943) (126) - - (36) (2,105
Total non-current liabilities (24,248) (126) - - (36) (24,410
Total liabilities (66,072) (126) - - 94 (66,104
Net assets 36,826 323 578 (244) 66) 37417
Shareholders’ equity
Called up share capital 511 - - - - 511
Share premium 26,579 - - - - 26,579
Capital redemption reserve 578 - - - - 578
Profit and loss account 9121 323 578 (244) 66) 9,712
Equity shareholders’ funds 36,789 323 578 (244) 66) 37,380
Minority interest 37 - - - - 37
Total equity 36,826 323 578 (244) 66) 37417
The Best at What We Do
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32 TRANSITION TO ADOPTED IFRSs continued

RECONCILIATION OF GROUP INCOME STATEMENT FOR YEAR ENDED 30 JUNE 2007 FROM UK GAAP TO IFRS

Fairvalue
Interest deferred Fair value
UKGAAP  rate swaps Goodwill consideration stocks IFRS
£000 £000 £000 £000 £000 £000
Revenue —continuing 109,784 - - - - 109,784
Cost of sales (66,847) - - - (223) (67,070)
Gross profit 42937 - - - (223) 42,714
Distribution expenses (6,056) - - - - (6,056)
Administration expenses (31,516) - 85 - - (31,431
Otherincome 2,335 - — - - 2,335
Reorganisation administration costs (1,213) - N - - (1,213
Results from operating activities 6,487 - 85 - (223) 6,349
Finance income 1183 271 — . — 1454
Finance expenses (2,147) - - (207) - (2,354)
Net financing expense 964 271 - (207 = (900)
Profit before taxation 5,523 271 85 (207) (223) 5449
Income tax expense (1,527) (73) - 58 62 (1,480)
Profit after taxation 3996 198 85 (149) 161 3,969
Profit attributable to:
Equity holders of the Company 3,960 198 85 (149) aen 3933
Minority interest 36 - — N - 36
3,996 198 85 (149) aemn 3,969

NOTES TO THE RECONCILIATION OF GROUP BALANCE SHEET AND GROUP INCOME STATEMENT

BUSINESS COMBINATIONS

As part of its transition to IFRSs, the Group elected to restate only those business combinations that occurred on or after 1 July 2006.
In respect of acquisitions prior to 1 July 2006, goodwill represents the amount recognised under the Group’s previous accounting
framework, (UK GAAP). Assets and liabilities are recognised at the date of transition if they would be recognised under IFRS, and are
measured using their UK GAAP carrying amount as deemed cost under IFRS and subject to annual impairment reviews. Where the
excess is negative (negative goodwill), the amount is taken to retained earnings.

For acquisitions on or after 1 July 2006, goodwill represents the excess of the cost of the acquisition over the Group’s interest in the
net fair value of the identifiable assets, liabilities and contingent liabilities of the acquiree and is subject to annual impairment reviews.

IMPAIRMENT

The carrying amounts of the Group’s assets, are reviewed at each balance sheet date to determine whether there is any indication of
impairment; a financial asset is considered to be impaired f objective evidence indicates that one or more events have had a negative
effect on the estimated future cash flows of that asset. If any such indication exists, the asset’s recoverable amount is estimated.

For goodwill, assets that have an indefinite useful life and intangible assets that are not yet available for use, the recoverable amount is
estimated at each balance sheet date.
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Animpairment loss is recognised whenever the carrying amount of an asset or its cash-generating unit exceeds its recoverable
amount. Impairment losses are recognised in the income statement.

Impairment losses recognised in respect of cash-generating units are allocated first to reduce the carrying amount of any goodwiill
allocated to cash-generating units and then to reduce the carrying amount of the other assets in the unit on a pro rata basis. A cash
generating unitis the smallest identifiable group of assets that generates cash inflows that are largely independent of the cash inflows
from other assets or groups of assets.

CALCULATION OF RECOVERABLE AMOUNT

The recoverable amount is the greater of their fair values less costs to sell and value in use. In assessing value in use, the estimated
future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the
time value of money and the risks specific to the asset.

REVERSALS OF IMPAIRMENT
Animpairmentloss in respect of goodwill is not reversed.

DEFERRED CONSIDERATION

The provision for deferred consideration is initially stated at the net present value of the expected future payment and the discount is
accrued by increasing the amount of the provision up to the expected payment date. The charge relating to the unwinding of the
discountis recorded within finance costs.

CONTINGENT DEFERRED CONSIDERATION

Contingent deferred consideration arising on business combinations is estimated by the Directors based on the expected outcome of
performance-related criteria. The provision is initially stated at the net present value of the expected future payment and the discount
isaccrued by increasing the amount of the provision up to the expected payment date. The charge relating to the unwinding of the
discountis recorded within finance costs.

FINANCIAL INSTRUMENTS

The only derivative financial instruments are interest rate swaps and are used by the Group for the management of its interest rate
exposures. The Group does not hold derivative financial instruments for trading purposes. The existing derivative financial
instruments used by the Group do not meet the criteria for hedge accounting set out by IAS 39 and have thus been treated as
financial assets and liabilities through the income statement.

FINANCE INCOME AND EXPENSES

Finance income comprises interest income on funds invested and changes in the fair value of financial instruments. Finance
expenses comprise interest expense on borrowing using the effective interest rate method and changes in the fair value of financial
instruments.
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Company Balance Sheet
at 30 June

2008 2007
Note £000 £000
Fixed assets
Investments 40 64,545 61419
64,545 61,419
Current assets
Debtors 41 23,754 11,034
23,754 11,034
Creditors: amounts falling due within one year 42 (18,693) (24,745)
Net current assets/(liabilities) 5,061 (13,711
Total assets less current liabilities 69,606 47,708
Creditors: amounts falling due after more than one year 44 (34,302) (20.687)
Net assets 35,304 27021
Capital and reserves
Called up share capital 45 514 511
Share premium account 46 26,680 26,579
Capital redemption reserve 46 578 578
Profit and loss account 46 7532 647)
Shareholders’ funds 35,304 27021

These financial statements were approved by the Board of Directors on 22 September 2008 and were signed on its behalf by:

Lisa Morgan
Director
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Company Reconciliation of
Movements in Shareholders’ Funds
for the year ended 30 June

2008 2007

£000 £000
Loss for the financial year (2,686) (2,566)
Dividends on shares classified in shareholders’ funds (1,029) (394)
Dividends received from subsidiaries 11,700 -
Retained profit/(Ioss) 7985 (2,960)
Impact of share based payments 194 298
New share capital subscribed (net of issue costs) 104 19957
Net addition to shareholders’ funds 8,283 17,295
Opening shareholders’ funds 27021 9,726
Closing shareholders’ funds 35,304 27021

The Best at What We Do
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33 ACCOUNTING POLICIES
The following accounting policies have been applied consistently in dealing with items which are considered material in relation to the
financial statements, except as noted below.

BASIS OF PREPARATION

The financial statements for the Company have been prepared in accordance with applicable accounting standards, and under the
historical cost accounting rules and in accordance with applicable United Kingdom Generally Accepted Accounting Principles (UK
GAAP) and law.

Under section 230 of the Companies Act 1985 the Company is exempt from the requirement to present its own income statement.
The loss before dividends for the financial year of the holding company, as approved by the Board, was £2,686,000 (2007: £2,566,000).

Under Financial Reporting Standard 1 the Company is exempt from the requirement to prepare a cash flow statement on the grounds
thatitis included within the consolidated accounts.

The accounting policies of the Company are the same as for the Group except for the following:

INVESTMENTS
Investments are stated at cost less provision for any permanent diminution in value.

TAXATION
The credit for taxation is based on the loss for the year and takes into account taxation deferred because of timing d fferences
between the treatment of certain items for taxation and accounting purposes.

Deferred tax is recognised, without discounting, in respect of all timing differences between the treatment of certain items for taxation

and accounting purposes which have arisen but not reversed by the balance sheet date, except as otherwise required by FRS 19.

34 REMUNERATION OF DIRECTORS
Please refer to note 7 in the Group’s financial statements for details of Directors’ remuneration.

35 STAFFNUMBERS AND COSTS
The average number of persons employed by the Company (including Directors) during the year, analysed by category, was as follows:

Number of employees

2008 2007

Directors and administrative staff 20 8

The aggregate payroll costs of these persons were as follows:

2008 2007
£000 £000
Wages and salaries 1142 522
Social security costs 109 52
Other pension costs 25 21
1,276 595

Theincrease in staff numbers and costs relates to the centralisation of the sales teams responsible for the cake businesses following
the acquisition of Lightbody.

36 EMPLOYEE SHARE SCHEMES
Following the launch of the ShareSave scheme as approved at the Annual General Meeting on 28 November 2007, options over
1.0 million shares were granted to Group employees on 29 January 2008 at an option price of 67.5p.

37 SHARE BASED PAYMENTS

With reference to note 27 to the Group financial statements, 366,869 (2007: 582,500) of the total 2,411,640 (2007: 1,172,500) share
options granted during the year were issued to employees of the Company resulting in a charge to the income statement of £59,000
(£183,000). The remaining options were granted to employees of the subsidiary companies with corresponding charges to the
relevant profit and loss accounts. These charges totalled £135,000 (2007: £115,000) and have resulted in an addition to the total cost
of investmentsin the Company balance sheet.

38 DIVIDENDS
The following dividends were paid during the period:

2008 2007
£000 £000
2.0p (2006: 1.5p) per qualifying ordinary share 1,029 394

After the balance sheet date a dividend of 2.2p per qualifying ordinary share (2007: 2.0p) has been proposed by the Directors.
The dividend has not been provided for in these accounts. Subject to shareholder approval at the AGM, this dividend will be paid on
5 December 2008 with a record date of 31 October 2008.
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Notes to the Company Financial Statements
continued

39 INVESTMENT IN SUBSIDIARIES
Set out below are the significant subsidiary undertakings of the Company whose results are included in the consolidated financial
statements as at 30 June 2008.

Country of Class of Ownership  Ownership

incorporation shares held 2008 2007
Memory Lane Cakes Ltd England and Wales Ordinary 1p 100% 100%%
Nicholas and Harris Ltd England and Wales Ordinary £1 100% 100%%
United Central Bakeries Ltd Scotland Ordinary £1 100% 1002
California Cake Company Ltd Scotland Ordinary £1 100% 100%
Campbells Cake Company Ltd Scotland Ordinary £1 100% 100%
Lightbody Group Ltd Scotland Ordinary £1 100% 1009
Anthony Alan Foods Ltd England and Wales Ordinary £1 100% 100%
Livwell Ltd England and Wales Ordinary £1 100% 100%
Lightbody-Stretz Ltd Scotland Ordinary £1 50% 50%
40 FIXED ASSETINVESTMENTS

£000

Cost
At beginning of year 61419
Additions 3126
Atend of year 64,545
Net book value
At 30 June 2008 64,545
At 30 June 2007 61,419

The additions to investments during the year relate to the acquisition of Anthony Alan Foods Ltd of £2,991,000 and share option costs
of £135,000 passed down to individual subsidiaries.

41 DEBTORS
2008 2007
£000 £000
Amounts owed by Group undertakings 22,786 10,204
Other taxation 27 32
Deferred taxation 58 119
Other debtors 26 24
Prepayments and accrued income 857 655
23,754 11,034

Included within prepayments and accrued income is £786,000 (2007: £640,000) relating to unamortised bank charges.
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2008 2007
£000 £000
Loan notes 135 954
Bank overdraft 11130 11,723
Bank loan 5513 1970
Trade creditors 191 17
Deferred purchase consideration 724 9,530
Amounts due to Group undertakings m 20
Other taxes and social security 45 48
Accruals and deferred income 844 483
18,693 24,745
The increase in accruals and deferred income relates primarily to accrued interest costs reflecting the higher level of debt.
43 INTEREST-BEARING LOANS AND BORROWINGS
This note provides information about the contractual terms of the Company’s interest-bearing loans and borrowings, which are
measured at amortised cost. For more information about the Group’s exposure to interest rate risk, see note 25.
2008 2007
£000 £000
Current liabilities
Current portion of secured bank loans 5513 1970
Loan notes 135 954
5,648 2,924
Non-current liabilities
Secured bankloans 28,752 20,687
34,400 23,611
TERMS AND DEBT REPAYMENT SCHEDULE
Marginal Frequency of Year of 2008 2007
Currency interestrate repayments maturity £000 £000
Mortgage GBP 1.000% Monthly 2022 7810 8,000
Mortgage GBP 1.000% Monthly 2023 791 -
Term loan GBP 1.950% Quarterly 2014 11,195 12,300
Term loan GBP 2.250% Quarterly 2013 6,767 —
Term loan GBP 2.250% Quarterly 2013 1925 —
Term loan GBP 2.250% Quarterly 2014 4,000 —
Loan secured on assets GBP 1.275% Quarterly 2010 750 1,050
Loan secured on assets GBP 1.275% Monthly 2013 1,027 1,307
Loan notes GBP n/a Ondemand Ondemand 10 29
Loan notes GBP 1.000% Ondemand 2012 M 925
Loan notes GBP n/a Ondemand 2012 14 -
34,400 23,611

* Allinterest rates quoted above under “marginal interest rate” refer to the % margin above base rate unless otherwise specified. The base rate at the balance sheet date

was 5.0%.
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Notes to the Company Financial Statements

continued
44 CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR 46 SHARE PREMIUM AND RESERVES
RECONCILIATION OF MOVEMENT IN CAPITAL AND RESERVES
2008 2007
£000 £000 Capital
Share Share redemption Retained Total
Non-current capital premium reserve earnings equity
Bank loans and mortgages £000 £000 £000 £000 £000
Between one and two years 5,514 3,044
Between two and five years 15186 8,588 Balance at 1 July 2006 231 6,902 578 2,015 9,726
Between five and 10 years 5,700 6,484 Warrants exercised 51 1,484 — - 1,535
Between 10 and 15 years 2,352 2,571 Options exercised 4 132 . - 136
Total bank loans and mortgages 28,752 20,687 New shares issued 225 18,900 - - 19125
Deferred consideration 5,550 — Placing costs — (839) — - (839
34,302 20,687 Impact of share based payments - - - 298 298
Retained loss for the year - = - (2,566) (2,566)
HSBC Bank Plc, HSBC Asset Finance (UK) Ltd and HSBC Equipment Finance (UK) Ltd have debentures incorporating fixed and floating Dividend paid - - — (394) (394)
charges over the undertaking and all property and assets including goodwill, book debts, uncalled capital, buildings, fixtures, fixed Balance at 30 June 2007 511 26,579 578 647) 27021
plantand machinery.
Balance at 1 July 2007 511 26,579 578 647) 27,021
The deferred consideration relates to contingent deferred consideration for Anthony Alan Foods Ltd of £2,300,000 and unconditional Warrants exercised 2 73 - - 75
deferred consideration relating to the Yorkshire Farm Bakery and A&P Foods acquisition of £3,250,000. Options exercised 1 28 - - 29
Impact of share based payments - - - 194 194
Retained loss for the year - - - (2,686) (2,686)
45 CALLED UP SHARE CAPITAL Dividend paid * - - — (1,029 (1,029
Please refer to note 27 in the Group financial statements for details of called up share capital. Dividend received * - - - 11,700 11,700
Balance at 30 June 2008 514 26,680 578 7.532 35,304

* During December 2007 £3,700,000 was paid up from operating subsidiaries to the holding company prior to the payment of dividends of £1,029,000 to the Group’s
shareholders.

47 CONTINGENT LIABILITIES
The Company has guaranteed the overdrafts of its subsidiaries; the amount outstanding at the year end was £5,965,000 (2007: £3,176,000).

48 RELATED PARTY DISCLOSURES
Please refer to note 31 in the Group’s financial statements for details of related party disclosures.
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Notes to the Company Financial Statements
continued

49 FINANCIAL RISK MANAGEMENT b) MARKET RISK— INTEREST RATE RISK
The Company’s policies on the management of liquidity, credit and interest rate risks are set out below and also referred to in the The Company’s interest rate risk exposure is primarily to changes in variable interest rates. The Company has entered into four interest
Financial Review. rate swap arrangements in order to hedge its risks associated with any fluctuations — £5.0 million fixed for five years from

18 November 2005, £5.0 million reducing for five years from 18 November 2005, £11.0 million reducing over five years from

a) LIQUIDITY 23 February 2007 and £5.0 million fixed for five years from 1 May 2008.
The Company’s policy is to ensure that it has sufficient facilities to cover its future funding requirements. The following are the
contractual maturities of financial liabilities, including estimated interest payments over the life of these facilities: The profile of the Company’s interest bearing loans at the balance sheet date were split as follows:
As at year ended 30 June 2008 2008 2007
£000 £000
Carrying  Contractual Tyear Tto<2 2to<5 S years
amount  cash flows orless years years and over Fixed rate liabilities 10 29
£000 £000 £000 £000 £000 £000 Variable rate liabilities 34,390 23,582
34,400 23,611
Non-derivative financial liabilities
Secured bank loans (34,265) (41,338) (7,608) (7,227) (18123) (8,380) SENSITIVITY
Bank overdrafts (11,130) (11,130 (11,130) - - - A 1% increase in the base rate would have the following impact oninterest charges and associated net assets for the Company.
(45,395) (52,468) (18,738) (7.227) (18123) (8,380) This sensitivity relates to interest bearing bank borrowings and interest rate swaps only.
Trade and other payables (191 1971 (19m N - - 2008 2007
£000 £000
As atyear ended 30 June 2007
Profit decrease 369 182
Carrying  Contractual 1year Tto<2 2to<5 Syears Decrease in net assets 369 182
amount  cash flows orless years years and over
£000 £000 £000 £000 £000 £000 A 1% decrease in the base rate would have an equal and opposite impact to those listed above.
Non-derivative financial liabilities
Secured bank loans (22,657) (28,200) (3,395) 4,279 (11,102) (9,424)
Bank overdrafts (11,723) (11,723) (11,723) — - -
(34,380) (39923) (15118) (4,279) (11,102) (9424)
Trade and other payables an a7 a7 - - -

Short-term flexibility is available through existing bank facilities and the netting off of surplus funds with other Group companies.
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Directors Report

The Group operates in the cake, bread and morning
goods markets, providing celebration, low fat and
indulgent products in the cake sector, speciality, premium
and artisan products within the bread and morning
goods sector together with a range of gluten free

bakery products.

These products are supplied predominantly under the retailers’
own brands but also through a number of licensed brands to
which the Group has access. A review of the activities and
prospects of the Group is given in the Chairman’s Statement,
Chief Executive’s Report and the Business Review on

pages 2 to 21.

OPERATING COMPANIES AND ACQUISITIONS
In October 2007, the Group completed the purchase of Anthony
Alan Foods Ltd.

In April 2008, the Group formed a new company, Livwell Ltd, to
complete the purchase of the trade and assets of Yorkshire Farm
Bakery and A&P Foods.

Further details on these acquisitions can be found in note 11 to
the Group’s financial statements.

A detailed review of each of the Group’s subsidiaries is given in
the Business Review on pages 10 to 21.

DIVIDEND

The Directors have adopted a progressive dividend policy. They
are recommending payment of an increased dividend of 2.2p per
share in respect of the year ended 30 June 2008. Subject to
shareholders” approval at the Annual General Meeting to be held
on 26 November 2008 the dividend will be paid on 5 December
2008 to those shareholders on the Register of Members on

31 October 2008.

DIRECTORS AND THEIR INTERESTS IN THE COMPANY

The present Directors and brief biographies are detailed on
page 98.
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In accordance with the Articles of Association David Marshall and
Paul Monk retire by rotation and being eligible offer themselves
for re-election.

The beneficial interests of the Directors on 1 July 2007 and on
30June 2008 are set out below:

ORDINARY SHARES

30June 2008 1 July 2007
E)Beale 40,000 40,000
D G Brooks 241,460 225,460
I R Farnsworth 83,866 83,866
LMW Morgan Nil Nil
MW Lightbody 13,700,000 9147678
D CCurrie Nil Nil
D C Marshall Nil Nil
PJMonk 249,000 249,000
Lord Saatchi (resigned 30 April 2008) n/a 1,599,591

There were no warrants held by any Directors at 1 July 2007 or
30June 2008.

Mr D C Marshallis deemed to be interested in 8,000,000
(2007:8,000,000) ordinary shares by virtue of his directorship
and shareholding in London Finance & Investment Group Plc.

During the year to 30 June 2008, 4,552,322 shares were
transferred to Martin Lightbody, from his mother, Mrs Jessie
Lightbody.

There have been no other changes in the share interests of the
Directors between 30 June 2008 and the date of signing these
statements.

Details of Directors’ share options are set out in note 7 to the
financial statements.

Details of the emoluments of the Directors are given in note 7 to
the financial statements.

Dave Brooks has announced that he will be standing down as a
Director of the Company from 29 September 2008 and will then
stay working for the Group for a handover period ending on

31 March 2009. Subject to shareholder approval at the AGM, the
Board has agreed that he will be paid £300,000 on or around

31 March 2009. The remaining exercise conditions on his share
options will be waived and the exercise period on these options
will be extended to 31 March 2014.

SHARE CAPITAL
Details of the changes in the share capital of the Company during
the year are set out in note 27 to the accounts.

SUBSTANTIAL INTERESTS

The following substantial interests (3% or more) in the
Company’s issued share capital have been not fied to the
Company as at 31 August 2008:

Number % of issued

of shares share capital
Martin Lightbody 13,700,000 26.6%
London Finance & Investment
Group Plc 8,000,000 15.5%
Brewin Dolphin 1,974,586 3.8%
Legal & General Assurance Society 1,963,245 3.8%
Old Mutual 1,602,375 31%
Lord Saatchi 1,599,591 31%

SPECIAL BUSINESS

In addition to the ordinary business referred to in resolutions
numbered 1 to 6 in the Notice of Meeting, the Directors propose
certain special business as set out in resolutions 7 to 10 of the
Notice of Meeting.
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Resolution 7 will renew the powers of the Board to allot, pursuant
to section 80 of the Companies Act 1985, the unissued ordinary
shares of the Company. The Directors have no presentintention
of issuing the shares but the Directors would like to be able to
issue shares to any new investors. If approved, this authority will
expire at the conclusion of the Annual General Meeting of the
Company next following the passing of this resolution and, in any
event, on 25 November 2010.

Resolution 8 will renew and increase the disapplication
previously approved relating to shareholders’ statutory pre-
emption rights in limited circumstances in respect of allotments
of shares for cash.

Resolution 9 will renew the authorisation previously approved
permitting the Company to buy its own shares subject to the
constraints set outin the resolution. The Board would exercise
this power only fitwere satisfied that it was in the interests of
shareholders as a whole to do so and that it was likely to resultin
anincrease in earnings per share.

Resolution 10, if passed, will approve the financial arrangements
with Dave Brooks dated 1 September 2008 that formed part of
the restructuring of the Group’s management team that was
announced on 2 September 2008. Under the terms of a
Compromise Agreement with Dave Brooks he will be paid
£300,000 on departure (comprising £90,000 in lieu of the salary
and benefits due in the remainder of his notice period; £10,000in
recognition of his entering into new restrictive covenants and
confidentiality restrictions; and an ex-gratia payment of
£200,000) and the remaining exercise conditions attached to his
share options will be waived and the period for their exercise will
be extended to 31 March 2014. Martin Lightbody has irrevocably
agreed to vote his shareholding in favour of this resolution and
David Marshall has agreed to use his best endeavours to
persuade London Finance and Investment Group Plc to vote
their shareholding in favour of this resolution.
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RESEARCH AND DEVELOPMENT
Research and development expenditure is written off in the year
inwhichitisincurred.

PAYMENT OF SUPPLIERS

The Group does not follow any code or statement on payment
practice but the policy of the Group is to abide by such payment
terms as are agreed with suppliers within the terms of supply.

At the balance sheet date there were 54 days purchases
outstanding (2007: 48), calculated on the ratio of trade creditors
to total purchases.

LEGAL INDEMNITY
The Company maintains a Directors” and Officers’ liability
insurance policy.

FINANCIAL INSTRUMENTS

The Group’s financial instruments comprise two mortgages, five
bank term loans, asset finance facilities, loan notes, cash and
liquid resources, and various items arising directly from its
operations, such as trade debtors and creditors. The main
purpose of these financial instruments is to finance the Group’s
acquisitions and operations. Itis, and has been throughout the
year under review, the Group’s policy that no trading in financial
instruments shall be undertaken.

The main risks arising from the Group’s financial instruments are
interest rate risk and liquidity risk. The Board reviews and agrees
policies, which have remained substantially unchanged for the
year under review, for managing these risks. The policies are
summarised below:

INTEREST RATE RISK

The Group finances its operations by retained profits and bank
borrowings. A suite of borrowing facilities totalling £56.0 million is
available. This includes an overdraft facility of £12.5 million,
undrawn term loans of £2.0 million and unused asset finance of
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£1.9 million. The interest rate risk is managed through four
interest rate swap transactions, of which two are fixed and two
are amortising. The total balance of these swaps was

£20.2 million at the balance sheet date. The counterparty to
these transactions is HSBC Bank Plc.

LIQUIDITY RISK

Short-term flexibility is available through existing bank facilities
and the netting off of surplus funds. Full details of the group
financial assets and liabilities are given in note 25.

EMPLOYEE INVOLVEMENT

The Group aims to improve the performance of the organisation
through the development of its employees. Their involvement is
encouraged by means of team working, team briefings,
consultative committees and working parties.

DISABLED EMPLOYEES

The Group is committed to equality of employment and its
policies reflect a disregard of factors such as disability in the
selection and development of employees.

POLITICAL AND CHARITABLE CONTRIBUTIONS
During the year charitable donations amounting to £39,441
(2007: £44,759) were made, primarily to local charities.

GOING CONCERN

On the basis of current financial projections and available funds
and facilities, the Directors are satisfied that the Group has
adequate resources to continue in operation for the foreseeable
future and, therefore, consider it appropriate to prepare the
financial statements on the going concern basis.

AUDITORS

In accordance with Section 489 of the Companies Act 2006, a
resolution for the reappointment of KPMG Audit Plc as auditors is
to be proposed at the forthcoming Annual General Meeting.
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Statement of Directors  Responsibilities
IN respect of the Directors Report
and the Consolidated Financial

Statements

The Directors are responsible for preparing the Directors’ Report
and the Group and parent Company financial statements in
accordance with applicable law and regulations.

Company law requires the Directors to prepare Group and parent
company financial statements for each financial year. As required
by the AIM Rules of the London Stock Exchange they are
required to prepare the Group financial statementsin
accordance with IFRSs as adopted by the EU and applicable law
and have elected to prepare the parent company financial
statementsin accordance with UK Accounting Standards and
applicable law (UK Generally Accepted Accounting Practice).

The Group financial statements are required by law and IFRSs as
adopted by the EU to present fairly the financial position and the
performance of the Group; the Companies Act 1985 providesin
relation to such financial statements that references in the
relevant part of that Act to financial statements giving a true and
fair view are references to their achieving a fair presentation.

The parent company financial statements are required by law to
give a true and fair view of the state of affairs of the parent
company.

In preparing each of the Group and parent company financial
statements, the Directors are required to:

¢ select suitable accounting policies and then apply them
consistently;

¢ make judgements and estimates that are reasonable and
prudent;

 forthe Group financial statements, state whether they have
been prepared in accordance with IFRSs as adopted by the
EU;

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

* prepare the financial statements on the going concern
basis unlessitisinappropriate to presume that the Group
and the parent company will continue in business.

The Directors are responsible for keeping proper accounting
records that disclose with reasonable accuracy at any time the
financial position of the Company and enable them to ensure
thatits financial statements comply with the Companies Act
1985. They have general responsibility for taking such steps as
are reasonably open to them to safeguard the assets of the
Group and to prevent and detect fraud and other irregularities.

The Directors are responsible for the maintenance and integrity
of the corporate and financial information included on the
Company’s website. Legislation in the UK governing the
preparation and dissemination of financial statements may differ
from legislation in other jurisdictions.

By Order of the Board
City Group Plc

30 City Road

London EC1TY 2AG

22 September 2008
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Report on Corporate

Governance

Although not formally required to do so, the Directors have
sought to embrace the principles contained in the Combined
Code (2003), applicable to fully listed companies, in formulating
and applying the Group’s corporate governance policies. These
policies are monitored to ensure that they are appropriate to the
Company’s circumstances and comply as far as possible with the
provisions of the code given the size of the Company.

The Board operates as an effective board in directing the
activities of the Group. The Board meets at least six times during
the year and all the Directors make every effort to attend these
meetings. The Board maintains a schedule of matters which are
reserved to it for decision, including acquisition policy, approval
of major capital expenditure and approval of annual budgets.

Following the departure of Dave Brooks, the Board will consist of
four Executive Directors and three Non-Executive Directors,
including the Non-Executive Chairman. The Board considers all
Non-Executive Directors to be independent because there are
no circumstances that would impair their independence.

The role of the Chairman and the Chief Executive are separate.
The Chairman is responsible for running the Board and he meets
regularly and separately with the Chief Executive and the other
Non-Executive Directors to discuss matters for the Board.

BOARD COMMITTEES
The Board has separate Remuneration and Audit Committees
which meet on a timely basis.

The Audit Committee is chaired by lan Farnsworth with Edward
Beale, a Non-Executive Director, as the other member. Edward
Beale is a chartered accountant and a member of the Accounting
Standards Board of the Financial Reporting Council.

Further details are given in the Audit Committee Report on
pages 87 to 88.
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The Remuneration Committee is chaired by lan Farnsworth with
Edward Beale as the other member.

Further details are given in the Remuneration Committee Report
on pages 891to 91.

INTERNAL CONTROLS

The Board is responsible for maintaining a sound system of
internal controls to safeguard shareholders’ investment and the
Group’s assets, as well as reviewing its effectiveness. The system
of internal controls is designed to manage rather than eliminate
the risks of failure to achieve the Group’s objectives and can only
provide reasonable, rather than absolute, assurance against
material loss and misstatement.

DIALOGUE WITH SHAREHOLDERS

The Board maintains a general policy of keeping all interested
parties informed by regular announcements and update
statements.

Inimplementing this policy the Board keeps in mind the
distribution of shareholders between direct, nominee and
institutional shareholders. Communication efforts are then
distributed between these groups accordingly.

Specific methods of communication are:
* general and extraordinary shareholders’ meetings;
* broker briefings;
* broker and analyst visits to operating sites;
¢ |etters to shareholders when appropriate;
* corporate website Www.finsburyfoods.co.uk); and

* one to one meetings with investors.

Care is taken to ensure that information is made available to all
shareholders at the same time.

Audit Committee Report

RESPONSIBILITIES

The Audit Committee has delegated responsibility from the
Board to monitor and review areas such as risk management,
internal controls and financial reporting. The Audit Committee is
also responsible for maintaining an objective and professional
relationship with the Group’s auditors, monitoring their
effectiveness and agreeing their fees. It receives reports on these
issues from the relevant Executive Directors and external
advisers and reports back to the Board on the action points
within those reports and any recommendations arising. As part
of these responsibilities it considers the requirement for an
internal audit function.

The terms of reference of the Audit Committee can be found on
the Company’s website.

MEMBERSHIP

The Audit Committee is chaired by me, lan Farnsworth, and
includes Edward Beale and David Marshall (to 30 April 2008).

All are considered to be independent Directors. Edward Beale is
amember of the Accounting Standards Board of the Financial
Reporting Council and is able to provide technical input to
committee discussions.

PROCEDURES

The Audit Committee has met seven times in the year, partly due
to the additional workload relating to the first-time application of
IFRS and the change in auditors. The Committee would normally
expect to meet two to three times a year. The Finance Director is
invited to attend Committee meetings and the external auditors
are invited to attend any meetings involving financial statements.
Time is set aside during at least one meeting each year for the
Committee to hold discussions in private with the external
auditors in the absence of management and Executive Directors.
The Company Secretary attends Committee meetings and
prepares and circulates minutes of the meetings.

RISKS AND CONTROLS

Group management prepares an Annual Report for the Audit
Committee, identifying the risks to which the Group is exposed,
the procedures in place to mitigate the risks and the potential
impact on the Group. The Audit Committee reviews this report
and any concerns that it has over the adequacy of the controlsin
place, or the level of risk accepted by the Group, are reported to
the Board. The principal operating risks to which the Group is
exposed are set out in the Business Review on pages 10 to 21.

The Committee reviews the need for an internal audit function
on an annual basis. At present, due to the limited size of the
Group and lack of complexity in the business model, the
Committee does not believe that a dedicated internal audit
function is warranted.

EXTERNAL REPORTING

The Board delegates primary responsibility for the preparation of
complete, balanced and accurate financial statements and
disclosures, in accordance with Financial Reporting Standards
and regulations, to the Group Finance Director. The responsibility
of the Audit Committee is to consider significant accounting
policies, any changes in policies and significant estimates and
judgements, taking into account the external auditor’s view, and
to report back to the Board any concerns that it might have. The
Audit Committee reviews and comments on the clarity and
completeness of disclosures within the financial statements.
Ultimate responsibility for reviewing and approving the Annual
Report and accounts and half-yearly reports remains with the
Board.

The Audit Committee also reviews and comments on related

information presented with the financial statements, in particular
the Business Review and the Report on Corporate Governance.
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Audit Committee Report

continued

The significant estimates and judgements in the financial
statements are:

Goodwill—an impairment review has been performed and no
provision against the value of goodwill is considered necessary.

Pensions — the assumptions underlying the valuation of the
Memory Lane Cakes Pension Scheme are set out in the notes to
the accounts. The valuation is a snapshot of the position at a
particular pointin time and the valuation can change
significantly as a result of small changes in underlying
assumptions. Pension contributions for the next three years have
been agreed with the pension fund trustees on the advice of the
fund’s actuary and are set out in note 15 to the accounts.

Hedging —as set outin note 14 to the accounts, the Group has
entered into interest rate swaps to fix the interest cost on part of
its core borrowings. As these swaps do not exactly match the
amounts and maturity periods of elements of the debt facilities,
we do not classify them as hedges under IFRS, and need to put a
market value on the swaps at each period end. This market value
changes in line with interest rates and change between period
endsisincluded in the Group’s financing costs for the period.
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California Integration Costs — the Audit Committee has reviewed
the treatment of the costs of integrating California Cakes into the
Lightbody Group and is comfortable with that treatment.

OTHER MATTERS

The Committee received proposals and presentations from
existing and potential new auditors in July 2007, as a result of
which a change of auditors was made. The change was approved
by shareholders at the Annual General Meeting on 28 November
2007. Certain tax advice has been received from the auditors and
this was approved in advance. Itis of limited nature and we do not
believe it will compromise the auditors’independence.

During the year the Committee discussed tax planning
opportunities, accounting resource issues and transfer pricing
policies.

If any readers of these accounts have any suggestions for
improvement in the content or the presentation of the financial
statements, please can they let me know by writing to
info@finsburyfoods.co.uk.

lan Farnsworth
Chairman of the Audit Committee

Report

RESPONSIBILITIES

The Remuneration Committee was constituted to provide advice
and recommendations to the Board on the policy for
remuneration of the Chairman and Executive Directors of the
Company and other senior managers, to agree within that policy
the salary and benefits packages for Executive Directors and
Managing Directors of subsidiaries, to agree business unit cash
bonus schemes and equity related remuneration and incentive
schemes. The Remuneration Committee is also responsible for
consideration of succession planning and when necessary for
agreeing any termination benefits.

The full terms of reference of the Remuneration Committee are
reviewed periodically by the Board and updated as necessary.
A copy can be found on the Company’s website at
finsburyfoods.co.uk.

MEMBERSHIP

The Remuneration Committee is chaired by me, lan Farnsworth

and includes Edward Beale and David Marshall (to 30 April 2008).
David Marshall left the Committee when appointed Chairman of
the Group. All are considered to be independent Directors.

PROCEDURES
The Remuneration Committee met four timesin the year. The
Group Chief Executive is invited to attend Committee meetings.

Papers for Committee meetings are collated by the Company
Secretary and circulated to Committee members in advance of
each meeting. The Company Secretary attends Committee
meetings and prepares and circulates minutes of those
meetings.

Remuneration Committee

EXECUTIVE DIRECTORS

The remuneration packages for Executive Directors are
structured to attract, motivate and retain Directors with the
experience, capabilities and ambition required to achieve the
Group’s strategic aims.

The main elements of their remuneration packages are:
* basic annual salary;
¢ annual cash bonus payments;
* pension contributions; and

* share related incentives.

The salaries of Executive Directors are set by the Committee and
reviewed annually, taking into account the performance of the
Group, the individual and salary increases given to other Group
employees.

Annual bonuses are paid to Executive Directors dependent upon
Group profitability targets being achieved and individual
objectives, as agreed with the Committee, being met. Executive
Directors have the option of taking any bonus paymentsin cash
orasincreased Company contributions to a pension scheme. No
bonus is payable for the year ended 30 June 2008 as profitability
targets were not met.

Pension contributions for Executive Directors are set at up to 8%
of basic annual salary excluding additional amounts arising from

bonuses or salary sacrifice.

No Director has a service contractincorporating a notice period
of more than 12 months.

The Best at What We Do
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Remuneration Committee
Report continued

This plan commenced in 2004 and the first five-year period ends on 30 June 2009. The grants under this plan have been:

No. of share P&L
Year end of 5 year options Exercise Diluted EPS range charge
vesting period granted price forvesting  perannum

No vesting 100% vesting

below above £

30)June 2009 158,544 34.0p 0.8p 1.0p 3,600

CHAIRMAN AND OTHER NON-EXECUTIVE DIRECTORS 30June 2010 165,000 52:5p 60p 80p >.300
Corporate Governance best practice is that Non-Executive Directors should not be rewarded with share options and so the Group’s 30June 2011 172,500 88.0p 9.5p 12.6p 11,500
30]June 2012 382,500 106.0p 14.3p 19.0p 21,300

share related incentive plans are restricted to Executive Directors and senior managers of the Group. Non-Executive Directors
receive a basic fee plus additional amounts relating to time spent on committee meetings and in providing advice and support to
Executive Directors and senior group management. The remuneration of the Chairman is determined by the Board and the
remuneration of Non-Executive Directors is determined by the Chairman and the Group Chief Executive.

The maximum number of options that can be granted under this scheme relating to profits for the year ending 30 June 2013 will be
385,800. These will start to vest if diluted EPS grows by 50% over the period from 10.5p per share for the year ended 30 June 2008 to
15.8p and will vest in full if diluted EPS is above 21.0p.

ANNUAL CASH BONUS SCHEMES

The Remuneration Committee reviews and approves proposed annual cash bonus schemes within the Group. The main
characteristics of these schemes are that payments to individuals depend on the profitability of the business unit relative to its
budget and the achievement of relevant personal or departmental performance conditions. In the past, non-profit based
performance conditions have only applied at Group level, but these have now been extended to each subsidiary. Maximum
payments under these schemes are set at levels that are meaningful, but not excessive, relative to individuals’ salaries.

SENIOR GROUP MANAGEMENT

As advised in last year's report the Group has granted Approved Share Options to senior group managers not covered by the long
term incentive scheme detailed above. Subsequently, options have been granted to 31 managers over a total of 877,300 shares
with an exercise price of 106p, with a vesting date of 5 October 2010 and an exercise period commencing on the vesting date and
ending on 5 October 2017. As explained in the Business Review we are proposing to cancel these options and replace them with an
identical number of options with an exercise price equal to the mid-market price at the grant date, vesting date three years after the

LONG TERM INCENTIVE SCHEME

The Company has adopted a long-term incentive plan for Executive Directors and certain senior managers within the Group as set
outin previous years' reports. The principle of the scheme is to reward senior group management if stretching growth targets for
earnings per share are achieved. The target of earnings per share is used because the obvious alternative, total shareholder return,
can be significantly distorted by movements in the stock markets outside of the control of management.

The scheme is wholly based on performance and the number of share options that can be exercised is dependent on the diluted
earnings per share for the 5 years after the date of grant. For the purposes of this scheme, diluted earnings per share is calculated
based on profits excluding exceptional items and share option costs, divided by the total number of shares, warrants and options
outstanding at the period end. The growth targets for vesting are:

Growthin 5year diluted EPS Proportion of options vesting

Less than 49.99% 0%
50% up to 62.49% 33%
62.5% up to 69.99% 50%
70% up to 89.99% 70%
90% up to0 99.99% 90%
100% or more 100%

Under this plan, options over a total of up to 0.75% of the issued share capital of the Group will be granted each year. The options
may be granted under the Group’s Inland Revenue Approved Share Option Scheme and the Unapproved Share Option Scheme.
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grant date and exercise period ending a further seven years on. There are no performance conditions attached to the existing or
proposed share options other than continued employment at the vesting date. The objective is to help motivate and retain the
relevant managers to the benefit of all shareholders. The charge in the consolidated income statement relating to these option
grants in the year was £45,000. The proposed cancellation of these options will result in a notional charge of £138,000 and this will
be provided for in the results for the year ending 30 June 2009. Depending on the share price on the date of grant, the proposed
replacement share options will give rise to a charge of around £28,000 per annum.

GROUP SAYE SCHEME

As advised in last year’s report we have introduced a Group SAYE ShareSave Scheme under which qualifying employees are invited
to enterinto savings contracts each year. Demand for the first savings contracts in January 2008 was higher than expected and
grants were scaled back to nearer the maximum of 1 million shares under option. 1,023,540 options have been granted under this
Scheme to 256 employees with an exercise price of 67.5p per share, giving rise to a charge in the year of £28,000 and an annual
charge of £66,000 to January 2011. Future annual awards under this Scheme will be limited to approximately 1% of the shares in
issue and invitations to enter the Scheme will be issued in October each year.

OTHER GRANTS OF SHARE OPTIONS

Options over 100,000 shares were awarded to amember of the senior management team to replace an existing cash bonus scheme award.
The options have an exercise price of 1.0p and are conditional on certain performance targets being met over a two year period. These
options have given rise to a charge of £49,000 in the year. There will be further charges of £39000 and £4,000 over the next two years.

OTHER MATTERS
The Directors Report contains details regarding the arrangements and Compromise Agreement reached with Dave Brooks.

lan Farnsworth
Chairman of the Remuneration Committee

The Best at What We Do



Independent Auditors’ Report to the
Members of Finsbury Food Group Plc

We have audited the group and parent company financial
statements (the “financial statements”) of Finsbury Food Group
Plc for the year ended 30 June 2008 which comprise the Group
Income Statement, the Group and Parent Company Balance
Sheets, the Group Cash Flow Statement, the Group Statement of
Recognised Income and Expense , the Company Reconciliation
of Movement in Shareholders Funds and the related notes. These
financial statements have been prepared under the accounting
policies set out therein.

This reportis made solely to the company’s members, as a body,
in accordance with section 235 of the Companies Act 1985. Our
audit work has been undertaken so that we might state to the
company’s members those matters we are required to state to
them in an auditor’s report and for no other purpose. To the
fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the company and the
company’s members as a body, for our audit work, for this report,
or for the opinions we have formed.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS
The Directors’ responsibilities for preparing the Directors’ Report
and the group financial statements in accordance with applicable
law and International Financial Reporting Standards (IFRSs) as
adopted by the EU, and for preparing the parent company
financial statements in accordance with applicable law and UK
Accounting Standards (UK Generally Accepted Accounting
Practice) are set out in the Statement of Directors’
Responsibilities on page 85.

Our responsibility is to audit the financial statementsin
accordance with relevant legal and regulatory requirements and
International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the financial
statements give a true and fair view and whether the financial
statements have been properly prepared in accordance with the
Companies Act 1985. We also report to you whether in our
opinion the information given in the Directors’ Report is
consistent with the financial statements. The information given
in the Directors’ Report includes that specific information
presented in the Financial Review that is cross referred from the
Business Review section of the Directors’ Report.

In addition we report to you if, in our opinion, the company has
not kept proper accounting records, if we have not received all
the information and explanations we require for our audit, or if
information specified by law regarding Directors’ remuneration
and other transactions is not disclosed.
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We read the other information contained in the Annual Report
and consider whether itis consistent with the audited financial
statements. We consider the implications for our report if we
become aware of any apparent misstatements or material
inconsistencies with the financial statements. Our responsibilities
do not extend to any other information.

BASIS OF AUDIT OPINION

We conducted our auditin accordance with International
Standards on Auditing (UK and Ireland) issued by the Auditing
Practices Board. An audit includes examination, on a test basis, of
evidence relevant to the amounts and disclosures in the financial
statements. It also includes an assessment of the significant
estimates and judgments made by the Directorsin the
preparation of the financial statements, and of whether the
accounting policies are appropriate to the group’s and company’s
circumstances, consistently applied and adequately disclosed.

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

OPINION
In our opinion:

¢ the group financial statements give a true and fair view, in
accordance with IFRSs as adopted by the EU, of the state of
the group’s affairs as at 30 June 2008 and of its profit for the
year then ended;

* the parent company financial statements give a true and
fair view, in accordance with UK Generally Accepted
Accounting Practice, of the state of the parent company’s
affairs as at 30 June 2008;

¢ the financial statements have been properly prepared in
accordance with the Companies Act 1985; and

* theinformation given in the Directors’ Report is consistent
with the financial statements.

KPMG Audit Plc
Marlborough House
Fitzalan Court
Fitzalan Road
Cardiff CF24 OTE

22 September 2008
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We Make These

At Finsbury it's not just about making the products its
about making sure that you get the products.

Here is a selection that we currently make for stores
around the UK.
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We Partner With
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At Finsbury it's about having the right partners and right
names to make sure that consumers love our produc
Below are some of the brands we are currentl
with to ensure the highest quality is alwa

of eornlons

the Art of the Chocolatier

(\WeightWatchers®

Bubblequm™
©2008 Carlton Cards
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The Directors

The Finsbury Food Group board is made up of people as
passionate about making our products as you are about
eating them. We strive to ensure they remain the most

dedicated people in the industry to make Finsbury Food

Group great!
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MARTIN LIGHTBODY

GROUP CHIEF EXECUTIVE

Martin Lightbody joined the Board in February 2007 with the purchase of the Lightbody
Group. He was previously Managing Director of this business and led its growth from
nowhere in 1995 to become the UK’s leading supplier of celebration cakes 10 years
later. He is a trained baker and confectioner and is a member of the British
Confectioners’ Association. He replaced Dave Brooks as Chief Executive Officer with
effect from 29 September 2008.

DAVID MARSHALL

CHAIRMAN

David Marshall was educated in South Africa and in England. He was appointed to the
Board in 1979 and was elected Chairman in March 2008, replacing Lord Saatchi and
following a six-year period as Deputy Chairman. He is also Chairman of a number of
listed public companies, including London Finance & Investment Group Plc, which is a
substantial shareholder in Finsbury Food Group Plc. In recent years he has taken a
leading role in the reorganisation and development of a number of medium sized listed
companiesin the UK and overseas.

PAUL MONK

DEPUTY CHAIRMAN

Paul Monk was appointed to the Board on 9 December 2002 and elected as joint
Deputy Chairman in February 2007. He has extensive experience in the food
manufacturing industry, was the Chief Executive of Golden Wonder Ltd and his other
experience includes roles with Marks & Spencer and the Mars Corporation. He also
holds other Non-Executive roles within the food industry.

LISAMORGAN

GROUP FINANCE DIRECTOR

Lisa Morgan was appointed as Group Finance Director on 1 October 2006. She is a
CIMA-qualified accountant from South Wales who had worked at Memory Lane Cakes
Ltd since 2000, initially as Commercial Accountant and from February 2005 as Finance
Director. Previously she worked with Sun Valley Foods Ltd, part of Cargill Plc. Sheis a
member of the Institute of Directors.

CRAWFORD CURRIE

FINANCE DIRECTOR OF LIGHTBODY GROUP LTD

Crawford Currie was appointed to the Board in February 2007 with the purchase of the
Lightbody Group. Before joining Lightbody in 1998, he gained a wide range of
experience in various accounting roles. After training with Touche Ross, he took on
senior roles in divisions of Cookson Group Plc and Smith Industries Plc.

EDWARD BEALE

NON-EXECUTIVE

Edward Beale was appointed a Director on 29 August 2002. He is a chartered
accountant and the Chief Executive of City Group Plc, the Group’s Company Secretaries.
He is a member of the Accounting Standards Board of the Financial Reporting Council
and Chairman of the QCA's Corporate Governance Committee. He sits on both the Audit
Committee and Remuneration Committee.

IAN FARNSWORTH

NON-EXECUTIVE

lan Farnsworth has been a member of the Board since 1997. He joined National
Westminster Bank in 1956 and retired in 1997 having held various senior positions
including Chief Executive and Deputy Chairman of Coutts & Co. He is Chairman of both
the Remuneration and Audit Committees.

DAVE BROOKS

GROUP CHIEF EXECUTIVE —RESIGNED

David Brooks was appointed Group Chief Executive on 1T November 2002 and resigned
from the post with effect from 29 September 2008. Prior to that, he was with Memory
Lane Cakes for six years where he was instrumental in the turnaround of the business.
He is on the CBI Wales Council and Chairman of the National Skills Academy Bakery
Steering Group.

LORD SAATCHI NON-EXECUTIVE CHAIRMAN — RESIGNED
Lord Saatchi was appointed Chairman on 1 August 2002 and resigned from his post on

30 April 2008.
The Best at What We Do
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Notice of Meeting

Notice is hereby given that the 84th Annual General Meeting
of Finsbury Food Group Plc will be held at the offices of
Panmure Gordon (Broking) Ltd, Moorgate Hall, 155 Moorgate,
London EC2M 6XB commencing at 9:30 a.m. on Wednesday 26
November 2008 for the following purposes:-

ORDINARY BUSINESS
1. Toreceive the Directors Report and financial statements for
the year ended 30 June 2008.

2. Todeclare a dividend of 2.2p per Ordinary Share for the year
ended 30 June 2008.

3. Tore-elect as a Director Mr David Marshall who retires in
accordance with Article 110 of the Company’s Articles of
Association and being eligible offers himself for re-election.

4. Tore-elect as a Director Mr Paul Monk who retires in
accordance with Article 110 of the Company’s Articles of
Association and being eligible offers himself for re-election.

5. Tore-appoint KPMG Audit Plc as auditors of the Company
from the conclusion of this Annual General Meeting until the
conclusion of the next Annual General Meeting at which the
accounts are laid before the Company.

6. To permit the Directors to determine the fees payable to
KPMG Audit Plc.

SPECIAL BUSINESS
7. To consider the following Ordinary Resolution:

THAT the Board be and is hereby generally and unconditionally
authorised to exercise all powers of the Company to allot relevant
securities (within the meaning of Section 80 of the Companies
Act 1985) up to an aggregate nominal amount of £485,515
provided that this authority shall expire on 25 November 2010
save that the Company may before such expiry make an offer or
agreement which would or might require relevant securities to
be allotted after such expiry and that the Board may allot relevant
securities in pursuance of such offer or agreement as if the
authority conferred hereby had not expired but otherwise in
substitution for any authorities conferred on the Directors to allot
relevant securities. Words or expressions defined in or for the
purposes of Part IV of the Companies Act 1985 shall bear the
same meaning herein.
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8. To consider the following Special Resolution:

THAT subject to the passing of resolution number 7 and upon
such resolution becoming effective, the Board be and is hereby
empowered pursuant to Section 95 of the Companies Act 1985
to allot equity securities (within the meaning of Section 94 of
that Act) for cash pursuant to the authority conferred by
resolution number 7 as if sub-section (1) of Section 89 of that Act
did not apply to any such allotment provided that this power shall
be limited:

(a) to the allotment of equity securities in connection with a
bonus, rights or similarissue in favour of shareholders where
the equity securities respectively attributable to the interests
of all shareholders are proportionate (as nearly as may be) to
the respective number of shares held by them but subject to
such exclusions or other arrangements as the Directors may
deem necessary or expedient for the purpose of dealing with
fractional entitlements or legal or practical problems under
the laws of or the requirements of any regulatory body or any
stock exchange in any territory;

(b) to the allotment of Ordinary Shares in the capital of the
Company pursuant to the Company’s existing Long-Term
Incentive Plan 2006, Enterprise Management Incentive
Contracts and the Finsbury Food Group Save As You Earn
Scheme; and.

(c) to the allotment (otherwise than pursuant to sub-paragraphs
(@) and (b) above) of equity securities up to an aggregate
nominal value of £51,448 representing 10 per cent of the
issued share capital

and it shall expire on 25 February 2010 save that the Company
may before such expiry make an offer or agreement which would
or might require equity securities to be allotted after such expiry
and the Board may allot equity securities in pursuance of such
offer oragreement as if the power conferred hereby had not
expired but otherwise it shall be in substitution for any prior
authorities conferred on the Directors to allot equity securities.

9. To consider the following Special Resolution:
THAT subject to the Company’s Articles of Association and

section 166 of the Companies Act 1985, the Company be and is
hereby generally and unconditionally authorised to make one or

more market purchases (within the meaning of section 163 (3) of
that Act) of its own Ordinary Shares on such terms and in such
manner as the Directors of the Company shall determine,
provided that:

(@) the maximum aggregate number of Ordinary Shares hereby
authorised to be acquired is 10% of the present issued share
capital of the Company;

(b) the maximum price which may be paid for each Ordinary
Share is no more than 5% above the average of the price of
the Ordinary Shares of the Company (derived from the
London Stock Exchange Daily Official List) for the five
business days prior to the date of purchase and the minimum
price per Ordinary Share is the nominal value thereof in each
case exclusive of any expenses payable by the Company;

(0) the authority hereby given shall expire at the conclusion of
the next Annual General Meeting of the Company save that
the Company may make a purchase of Ordinary Shares after
expiry of such authority in execution of a contract of purchase
that was made under and before the expiry of such authority;
and

(d) any shares purchased will be held in Treasury and may be
resold at any time.

10.To consider and, if thought fit, pass the following ordinary
resolution:

THAT the approval required under section 215(1) of the
Companies Act 2006 be given in respect of (i) a payment for
compensation for loss of office and employment and (ii) share
options granted by the Company to Dave Brooks under the
compromise agreement entered into on 1 September 2008
between the Company and Dave Brooks (‘the Compromise
Agreement’) as follows:

(i) the ex gratia sum of £200,000 under clause 4.1 (a) (i) of the
Compromise Agreement; and

(i) the Replacement Options under clause 4.5 of the
Compromise Agreement.

By Order of the Board Maes-y-coed Road
CITY GROUP Plc. Cardiff CF14 4XR
Secretaries 23 September 2008
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NOTES:

Amember entitled to attend and vote at the meeting may
appoint one or more proxies to attend and, on a poll, to vote
instead of such member. A proxy need not be a member of the
Company.

A form of proxy is enclosed. To be valid, forms of proxy must be
lodged with the Company’s registrars, Capita Registrars not less
than 48 hours before the time fixed for the meeting. Completion
of a form of proxy does not preclude a member from
subsequently attending and voting in person.

The Register of Directors’ shareholdings and copies of all service
and management contracts and the Share Save Scheme will be
available forinspection by members at the registered office of
the Company during usual business hours on any weekday
(Saturdays excepted) from the date of this notice until the date of
the Annual General Meeting and at the place of the meeting from
9.15 a.m. until the conclusion thereof.

Pursuant to Regulation 41 of the Uncertificated Securities
Regulations 2001, the Company specifies that only those
members registered in the Register of Members at 8.30a.m.on
Monday, 24 November 2008 or, if the Meeting is adjourned, no
later than 48 hours before the time of the adjourned Meeting,
shall be entitled to attend and/or vote at the Meeting.

Members are requested to advise the registrars of any change of
address.

The Best at What We Do
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AdVISOrs

SECRETARIES REGISTERED OFFICE AUDITORS SPECIAL THANKS

City Group Plc Maes-y-coed Road KPMG Audit Plc All the people pictured in this report are members of staff

30 City Road Cardiff Marlborough House and their families, from the Group’s United Central Bakeries

London CF14 4XR Fitzalan Court subsidiary in Bathgate.

ECTY 2AG Fitzalan Road

Tel: 020 7448 8950 REGISTRARS Cardiff We thank them for their patience and assistance in the
Capita Registrars CF24 0TE preparation of this report.

NOMINATED ADVISOR & BROKER Northern House

Panmure Gordon (Broking) Ltd Woodsome Park REGISTERED NUMBER

Moorgate Hall Fenay Bridge 204368

155 Moorgate Huddersfield

London HD8 OLA

EC2M 6XB
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