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9. Property, plant & equipment continued
Impairment
The impairment of property, plant & equipment relates to the closure of factories following the contribution of the US packaged oils business to the Stratas joint venture,  
the cost of which has been included within losses on sale and closure of businesses in the income statement and is included in the Grocery segment.

In 2008 the impairment of property, plant & equipment principally related to a restructuring of the Australian meat business, following the acquisition of KR Castlemaine, 
the cost of which was recorded as an exceptional item within operating costs in the income statement, and included in the Grocery segment.

10. Biological assets
			    					     Current		  Non-current

							       Growing	 		  Cane 
							       cane	 Other	 Total	 roots 
							       £m	 £m	 £m	 £m

At 15 September 2007					     53	 –	 53	 48
Acquired through business contributions					     –	 2	 2	 –
Harvested cane transferred to inventory					     (65)	 (9)	 (74)	 –
Purchases					     10	 1	 11	 3
Sales						      –	 (2)	 (2)	 –
Changes in fair value					     66	 12	 78	 6
Effect of movements in foreign exchange					     12	 –	 12	 9

at 13 september 2008					     76	 4	 80	 66
Acquired through business combinations					     4	 –	 4	 4
Harvested cane transferred to inventory					     (64)	 (8)	 (72)	 –
Purchases					     1	 6	 7	 10
Changes in fair value					     77	 4	 81	 9
Effect of movements in foreign exchange					     1	 –	 1	 3

at 12 september 2009				    	 95	 6	 101	 92

cane roots						      	 2009	 2008

Area under cane as at the end of the period (hectares):
South Africa						      	  8,162	 9,669
Malawi							       	  19,924	 20,446
Zambia							       	  17,072	 14,466
Swaziland						      	  8,175	 8,172
Tanzania							      	  8,515	 8,515
Mozambique						      	  5,255	 5,235

								        	  67,103	 66,503

 
growing cane 
The following assumptions have been used in the determination of the estimated sucrose tonnage at 12 September 2009:

 
					     South Africa	 Malawi	 Zambia	 Swaziland	 Tanzania	 Mozambique

Expected area to harvest (hectares)			   5,379	 19,463	 15,551	 7,597	 8,275	 5,030
Estimated yield (tonnes cane/hectare)			   72.2	 111.7	 133.0	 102.6	 75.0	 92.0
Average maturity of cane 			   52.0%	 66.7%	 66.7%	 66.7%	 50.0%	 66.7%

The following assumptions were used in the determination of the estimated sucrose tonnage at 13 September 2008:

 
					     South Africa	 Malawi	 Zambia	 Swaziland	 Tanzania	 Mozambique

Expected area to harvest (hectares)			   6,498	 19,501	 14,234	 7,808	 8,260	 5,147
Estimated yield (tonnes cane/hectare)			   73.0	 110.2	 138.0	 103.3	 81.3	 90.6
Average maturity of cane 			   62.0%	 66.7%	 66.7%	 66.7%	 50.0%	 66.7%
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11. Investments in joint ventures and associates
						      Joint ventures			   Associates

					     Shares	 Goodwill	 Total	 Shares	 Goodwill	 Total 
					     £m	 £m	 £m	 £m	 £m	 £m

At 15 September 2007			   41	 5	 46	 25	 8	 33
Acquisitions			   18	 1	 19	 –	 –	 –
Profit for the period			   10	 –	 10	 5	 –	 5
Dividends received			   (1)	 –	 (1)	 (1)	 –	 (1)
Transfer to subsidiary			   –	 –	 –	 (7)	 (8)	 (15)
Other reserves movements			   (1)	 –	 (1)	 (1)	 –	 (1)
Effect of movements in foreign exchange			   2	 –	 2	 2	 –	 2

at 13 september 2008			   69 	 6	 75	 23	 –	 23
Acquisitions			   41	 8	 49	 3	 –	 3
Profit for the period			   2	 –	 2	 4	 –	 4
Dividends received			   (3)	 –	 (3)	 (1)	 –	 (1)
Effect of movements in foreign exchange			   (1)	 –	 (1)	 3	 –	 3

at 12 september 2009		  	 108	 14	 122	 32	 –	 32

 
Profit for the period of £6m (£2m joint ventures and £4m associates) comprises £10m shown in share of profit after tax from joint ventures and associates 
(£6m joint ventures and £4m associates) and a £4m loss relating to joint ventures included in profits less losses on sale and closure of businesses.

Details of principal joint ventures and associates are listed in note 30.

Included in the consolidated financial statements are the following items that represent the group’s share of the assets, liabilities and profit of joint ventures  
and associates:

							       Joint ventures	 Associates

						      	 2009	 2008	 2009	 2008 
						      	 £m	 £m	 £m	 £m

Non-current assets				    	  105	 30	  18	 13 
Current assets				    	  235	 154	  152	 55 
Current liabilities				    	  (159)	 (115)	  (132)	 (44)
Non-current liabilities				    	  (73)	 –	  (6)	  (1)
Goodwill					    	  14	 6	  –	  –

Net assets				    	  122	 75	  32	 23

Revenue					    	  913	 576	  18	 27
Expenses				    	  (915)	 (562)	  (12)	 (19)
Taxation					    	  4	 (4)	  (2)	 (3)

Profit for the period				    	  2	 10	  4	  5
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12. Employee entitlements
The group operates pension schemes, the majority of which are of the defined benefit type. The group also operates a small number of unfunded overseas post-
retirement medical benefit schemes.

UK schemes
The group’s principal UK defined benefit pension schemes are funded schemes and are closed to new members, with defined contribution arrangements in place for 
other employees. The pension costs in the UK for the defined benefit schemes are assessed in accordance with the advice of independent qualified actuaries using  
the projected unit method. For defined contribution schemes, the pension costs are the contributions payable.

Actuarial gains and losses arising over the financial year are recognised immediately in the statement of recognised income and expense, and are reflected in the balance 
sheet at 12 September 2009. Past service cost is recognised immediately to the extent that the benefits have already vested.

The last actuarial valuation of the Associated British Foods Pension Scheme was carried out as at 5 April 2008. At the valuation date the total market value of the  
assets of the Scheme was £2,223m and represented 93% of the benefits that had accrued to members after allowing for expected future increases in earnings.  
Following completion of the actuarial valuation, the group agreed to make five annual payments of £30m in order to eliminate the deficit at 5 April 2008. The first  
of these payments was made in March 2009.

Overseas schemes
The group also operates defined benefit pension schemes in Australia and New Zealand, the United States, Canada, the Republic of Ireland, Switzerland, Germany, 
France, Italy, the Philippines, Thailand, South Africa and Zambia. These schemes are primarily funded schemes. The charge for the year is based on recommendations  
by qualified actuaries. Unfunded post-retirement medical benefit schemes are accounted for as defined benefit pension schemes. For defined contribution schemes,  
the pension costs are the contributions payable.

Assumptions
The UK pension schemes represent 90% (2008 – 91%) of both the group’s scheme assets and scheme liabilities. The financial assumptions used to value the UK pension 
schemes under IAS 19, together with the expected long-term rates of return on assets, are: 

							       	 2009	 2008	 2007 
							       	 %	 %	 %

Discount rate					     	  5.7	 6.0	 5.8
Inflation						     	  3.5	 3.7	 3.3
Rate of increase in salaries					     	  5.0	 5.2	 4.8
Rate of increase for pensions in payment					     	  3.3	 3.5	 3.1
Rate of increase for pensions in deferment (where provided)					     	  3.5	 3.7	 3.3

 
The mortality assumptions used to value the UK pension schemes are derived from the PA92 generational mortality tables with medium cohort improvements and  
an underpin improvement, as published by the Institute of Actuaries. These mortality assumptions take account of experience to date, and assumptions for further 
improvements in life expectancy of scheme members.

Examples of the resulting life expectancies are as follows:

						      	 2009	 2008

life expectancy from age 65 (in years)				    	 Male	 Female	 Male	 Female

Member aged 65 in 2009				    	  20.8	  22.7	 20.7	 22.6
Member aged 65 in 2029				    	  22.6	  24.2	 22.5	 24.1

 
The other demographic assumptions have been set having regard to the latest trends in scheme experience and other relevant data. The assumptions are reviewed and 
updated as necessary as part of the periodic actuarial valuation of the pension schemes.

For the overseas schemes, regionally appropriate assumptions have been used where recommended by local actuaries.
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12. Employee entitlements continued
Balance sheet
The expected rates of return and market values of the assets of the principal schemes were as follows: 

				    	 2009	 2009	 2008	 2008	 2007	 2007 
uk schemes	 	 	 %	 £m	 %	 £m	 %	 £m

Expected long-term rates of return:
	 Equities		  	  7.2	  674	 7.7	 752	 7.3	 826
	 Government bonds		  	  4.2	  673	 4.7	 643	 4.3	 684
	 Non-government bonds		  	  5.7	  696	 6.0	 694	 5.8	 622
	 Property		  	  5.7	  75	 6.2	 90	 5.8	 106
	 Other			   	  0.5	  17	 5.0	 23	 5.8	 18

Total market value of assets		  	  	  2,135		  2,202		  2,256
Present value of scheme liabilities		  	  	  (2,211)		  (2,117)		  (1,972)

Aggregate net (deficit)/surplus of the plan		  	  	  (76)		  85		  284
Irrecoverable surplus (a)		  	  	  –		  –		  –

Net pension (liability)/asset		  	  	  (76)		  85		  284

Unfunded liability included in the present value of 	scheme liabilities above	 	  	  (11)		  (8)		  (6)

 
The sensitivities regarding the principal assumptions used to measure scheme liabilities at 12 September 2009 are:
 
							       Change in assumption	 Impact on scheme liabilities

Discount rate					    decrease/increase by 0.5%	 increase/decrease by 8.3%
Inflation						    increase/decrease by 0.5%	 increase/decrease by 8.7%
Rate of increase in salaries					    increase/decrease by 0.5%	 increase/decrease by 1.7%
Rate of mortality					     reduce by one year	 increase by 2.7%

				    	 2009	 2009	 2008	 2008	 2007	 2007 
overseas schemes		  	 %	 £m	 %	 £m	 %	 £m

Expected long-term rates of return:
	 Equities		  	 8.8	  102	 8.9	 108	 8.4	 109
	 Government bonds		  	  7.0	  69	 6.9	 49	 6.4	 51
	 Non-government bonds		  	  4.1	  36	 4.0	 37	 3.7	 33
	 Property		  	  5.9	  6	 6.4	 5	 6.0	 6
	 Other			   	  5.4	  25	 6.1	 23	 9.4	 19

Total market value of assets		  	  	  238		  222		  218
Present value of scheme liabilities		  	  	  (242)		  (211)		  (192)

Aggregate net (deficit)/surplus of the plans		  	  	  (4)		  11		  26
Irrecoverable surplus (a)		  	  	  (26)		  (35)		  (34)

Net pension liability		  	  	  (30)		  (24)		  (8)

Unfunded liability included in the present value of 	scheme liabilities above		  	  (32)		  (22)		  (25)

 
(a) The surplus in the plans is only recoverable to the extent that the group can benefit from either refunds formally agreed or future contribution reductions.

The expected rate of return on plan assets was determined, based on actuarial advice, by a process that takes the long-term rate of return on government bonds available 
at the balance sheet date and with a similar maturity to the scheme liabilities, and applies to these rates suitable risk premia that take account of historic market returns 
and current market long-term expectations for each asset class.

The UK schemes’ net pension liability of £76m (2008 – £85m asset) plus the overseas schemes’ net pension liability of £30m (2008 – £24m liability) totals a liability  
of £106m (2008 – £61m asset). This equates to the employee benefits asset of £16m (2008 – £106m) and liability of £122m (2008 – £45m) shown on the face of  
the consolidated balance sheet.
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12. Employee entitlements continued
Income statement
The charge to the income statement comprises:
								        	 2009	 2008 
								        	 £m	 £m

Charged to operating profit:
Defined benefit plans
	 Current service cost						      	  (35)	 (35)
	 Past service cost						      	 (2)	 (2)
	 Gain on curtailment						      	  1	 1
Defined contribution plans						      	  (33)	 (26)

Total operating cost						      	  (69)	 (62)

Reported in other financial income:
Expected return on assets						      	  154	 149
Interest charge on liabilities						      	  (142)	 (126)

Net financial income from employee benefit schemes						      	  12	 23

Net impact on the income statement (before tax)						      	  (57)	 (39)

 
The actual return on scheme assets was a loss of £49m (2008 – loss of £21m).

Cash flow
Group cash flow in respect of employee benefits schemes comprises contributions paid to funded plans and benefits paid in respect of unfunded plans. In 2009,  
the benefits paid in respect of unfunded plans was £1m (2008 – nil). Company contributions to funded defined benefit plans are subject to periodic review. In 2009, 
contributions to funded defined benefit plans amounted to £76m (2008 – £54m). Contributions to defined contribution plans amounted to £33m (2008 – £26m).

Total contributions to funded plans and benefit payments by the group in respect of unfunded plans are currently expected to be approximately £70m in 2010  
(2009 – £45m).

Statement of recognised income and expense
Amounts recognised in the statement of recognised income and expense:
								        	 2009	 2008 
								        	 £m	 £m

Actual return less expected return on pension scheme assets						      	  (203)	 (170)
Experience gains and losses arising on the scheme liabilities						      	  5	 61
Changes in assumptions underlying the present value of the scheme liabilities					     	  (33)	 (144)

								        	  (231)	 (253)
Change in unrecognised surplus						      	  14	 (1)

Net actuarial loss recognised in the statement of recognised income and expense (before tax)				    	  (217)	 (254)

 
Cumulative actuarial losses from 19 September 2004 reported in the statement of recognised income and expense are £325m (2008 – cumulative losses of £108m).
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12. Employee entitlements continued
Reconciliation of change in assets and liabilities
				    	 2009	 2008	 2009	 2008	 2009	 2008 
				    	 assets	 assets	 liabilities	 liabilities	 net	 net 
				    	 £m	 £m	 £m	 £m	 £m	 £m

Asset/(liability) at beginning of year		  	  2,424	 2,474	  (2,328)	 (2,164)	  96	 310
Current service cost		  	  –	 –	  (35)	 (35)	  (35)	 (35)
Employee contributions		  	  11	 10	  (11)	 (10)	  –	 –
Acquired through business combinations		  	 –	 –	  –	 (2)	  –	 (2)
Businesses disposed		  	  –	 –	  –	 1	  –	 1
Employer contributions		  	  76	 54	  –	 –	  76	 54
Benefit payments		  	  (117)	 (113)	  117	 113	  –	 –
Past service cost		  	  –	 –	  (2)	 (2)	  (2)	 (2)
Gain on curtailments		  	  –	 –	  1	 1	  1	 1
Financial income		  	  154	 149	  –	 –	  154	 149
Financial expenses		  	  –	 –	  (142)	 (126)	 (142) 	 (126)
Actuarial gain/(loss)		  	  (203)	 (170)	  (28)	 (84)	  (231)	 (254)
Effect of movements in foreign exchange		  	  28	 20	  (25)	 (20)	  3	 –

Asset/(liability) at end of year		  	  2,373	 2,424	  (2,453)	 (2,328)	  (80)	 96
 
 
history of experience gains and losses				    	 2009	 2008	 2007	 2006

Difference between the expected and actual return on scheme assets
– amount (£m)				    	  (203)	 (170)	 (20)	 75
– percentage of scheme assets				    	  8.6%	 7.0%	 0.8%	 3 .1%
Experience gains and losses on scheme liabilities
– amount (£m)				    	  5	 61	 (32)	 4
– percentage of scheme liabilities				    	  0.2%	 2.6%	 1.5%	 0 .2%
Total amount included in statement of recognised income and expense
– amount (£m)				    	  (231)	 (253)	 108	 49
– percentage of scheme liabilities				    	  9.4%	 10.9%	 5.0%	 2.2%
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13. Deferred tax assets and liabilities
				    Property			   Financial	 Other	 Tax value of	  
				    plant &	 Intangible	 Employee	 assets and	 temporary	 carry-forward	  
				    equipment	 assets	 benefits	 liabilities	 differences	 losses	 Total 
				    £m	 £m	 £m	 £m	 £m	 £m	 £m

At 15 September 2007		  160	 98	 80	 –	 52	 (30)	 360
Amount charged to the income statement		  32	 (7)	 11	 –	 (11)	 (4)	 21
Amount charged to the statement of recognised income and expense	 –	 –	 (71)	 7	 3	 –	 (61)
Acquired through business combinations		  –	 24	 –	 –	 (2)	 –	 22
Effect of change in tax rate:
– income statement		  (1)	 –	 –	 –	 –	 –	 (1)
Effect of movements in foreign exchange		  5	 6	 1	 (1)	 2	 (6)	 7

at 13 september 2008		  196	 121	 21	 6	 44	 (40)	 348
Amount charged to the income statement		  (5)	 (7)	 13	 –	 5	 (45)	 (39)
Amount charged to the statement of recognised income and expense	 –	 –	 (62)	 (18)	 (1)	 –	 (81)
Acquired through business combinations		  3	 5	 –	 –	 (18)	 (13)	 (23)
Businesses disposed		  (1)	 –	 –	 –	 –	 –	 (1)
Effect of change in tax rate:
– income statement		  –	 –	 –	 –	 –	 (1)	 (1)
Effect of movements in foreign exchange		  4	 8	 –	 (2)	 (5)	 4	 9

at 12 september 2009	 	  197	  127	  (28)	  (14)	  25	  (95)	  212

 
Certain deferred tax assets and liabilities have been offset. The following is the analysis of the deferred tax balances (after offset) for financial reporting purposes:

 
								        	  2009 	  2008 
								        	  £m 	  £m 

Deferred tax assets						      	  (184)	 (101)
Deferred tax liabilities						      	  396	 449

								        	  212	 348

 
The recoverability of deferred tax assets is supported by the expected level of future profits in the countries concerned. Other deferred tax assets totalling £11m  
(2008 – £6m) have not been recognised on the basis that their future economic benefit is uncertain.

In addition, there are temporary differences of £1,778m (2008 – £1,460m) relating to investments in subsidiaries. No deferred tax has been provided in respect  
of these differences, since the timing of the reversals can be controlled and it is probable that the temporary differences will not reverse in the future.
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14. Trade and other receivables
								        	  2009 	  2008 
								        	  £m 	  £m

non-current – other receivables
Loans and receivables						      	  132	 55
Other non-current investments						      	  8	 20

								        	  140	  75

current – trade and other receivables
Trade receivables						      	  847	 827
Other receivables						      	  135	 131
Accrued income						      	  22	 34

								        	  1,004	 992
Prepayments and other non-financial receivables						      	  117	 236

								        	  1,121	 1,228

 
£20m trade and other receivables (2008 – £nil) are included within assets held for sale (see note 15) of which £3m relates to non-financial receivables.

The directors consider that the carrying amount of receivables approximates fair value.

For details of credit risk exposure on trade and other receivables, see note 25.

Trade and other receivables includes £19m in respect of finance lease receivables (£18m in non-current loans and receivables and £1m in current other receivables). 
There were no balances in 2008. Minimum lease payments receivable are £1m within one year, £16m between one and five years, and £4m after five years.

The finance lease receivables relate to property, plant & equipment leased to a joint venture of the group (see note 28).

15. Assets and liabilities classified as held for sale
In August 2009, agreement was reached to sell the Polish sugar business, completion of which is subject to competition clearance, and the Polish sugar business has  
been classified as a disposal group held for sale at the year end. The disposal of the business will not qualify as a discontinued operation. The proceeds of disposal  
are expected to exceed the book value of the related net assets and accordingly no impairment losses have been recognised on the classification of this operation  
as held for sale.

In the prior year, £11m of goodwill and £8m of property, plant & equipment was classified as held for sale. The goodwill was included within the Grocery and The Americas 
segments. The property, plant & equipment was included within the Sugar and Europe & Africa segments.

								        	  2009	  2008 
								        	  £m	  £m

assets classified as held for sale
Intangible assets						      	  30	 11
Property, plant & equipment						      	  64	 8
Inventories						      	  14	 –
Trade and other receivables						      	  20	 –
Cash and cash equivalents						      	  8	 –

								        	  136	  19

liabilities classified as held for sale
Trade and other payables						      	  25	 –
Income tax						      	  1	 –

								        	  26	 – 
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16. Inventories
								        	  2009 	  2008 
								        	  £m 	  £m

Raw materials and consumables						      	  329	 325
Work in progress						      	  14	 15 
Finished goods and goods held for resale						      	  919	 702

								        	  1,262	 1,042 

Write down of inventories							        (60)	 (39) 

£14m of inventories (2008 – £nil) are included within assets classified as held for sale (see note 15), of which £3m relates to non-financial receivables.

17. Cash and cash equivalents
								        	  2009	  2008 
								        Note	  £m 	  £m

cash
Cash at bank and in hand						      	  340	 326
Cash equivalents						      	  43	 22

Cash and cash equivalents						      25	  383	 348

reconciliation to the cash flow statement
Cash and cash equivalents included in assets classified as held for sale					     15	  8	 –
Bank overdrafts						      18	  (30)	 (138)

Cash and cash equivalents in the cash flow statement 						      	  361	 210

 
Cash at bank and in hand generally earns interest at rates based on the daily bank deposit rate. 

Cash equivalents generally comprise:

(i)	 deposits placed on money markets for periods up to three months which earn interest at the respective short-term deposit rate; and

(ii)	funds invested with fund managers that have a maturity of less than or equal to three months and are at fixed rates.

The carrying amount of cash and cash equivalents approximates fair value.
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18. Interest-bearing loans and overdrafts
								        	 2009 	  2008 
								        Note	  £m 	  £m

current loans and overdrafts
Secured bank loans						      	  43	 24
Unsecured bank loans and overdrafts						      	  541	 253
Finance lease liabilities						      26	  –	 1

								        	  584	 278

non-current loans
Secured redeemable debenture stock 2013						      	  150	 150
Secured bank loans						      	  101	 113
Unsecured bank loans						      	  542	 594
Finance lease liabilities						      26	  13	 13

								        	  806	 870

								        25	  1,390	 1,148

								        	 2009 	  2008 
								        	  £m 	  £m

103/4% secured redeemable debenture stock 2013 (GBP)						      	  150	 150
Secured bank loans
– GBP floating rate						      	  –	 1
– USD floating rate						      	  15	 13
– EUR fixed rate 						      	  1	 1 
– ZAR floating rate 						      	  6	 – 
– RMB floating rate 						      	  39	 14
– RMB fixed rate						      	  4	 6
– Other floating rate						      	  45	 57
– Other fixed rate 						      	  34	 45
Unsecured bank loans and overdrafts
– Bank overdrafts 						      	  30	 138
– GBP floating rate 						      	  120	 148
– GBP fixed rate 						      	  82	 –
– USD floating rate						      	  21	 195
– USD fixed rate						      	  278	 1 
– EUR floating rate						      	  330	 285
– EUR fixed rate						      	  21	 3
– ZAR floating rate						      	  99	 50
– RMB floating rate						      	  86	 –
– RMB fixed rate						      	  8	 –
– Other floating rate						      	  7	 25
– Other fixed rate						      	  1	 2
Finance lease liabilities (fixed rate)						      	  13	 14

								        	  1,390	 1,148 

Secured bank loans comprise amounts borrowed from commercial banks and are secured by floating charges over the assets of subsidiaries. 

Bank overdrafts generally bear interest at floating rates.
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19. Trade and other payables
								        	  2009 	  2008 
								        	  £m 	  £m

Trade payables						      	  667	 570
Accruals 							      	  560	 664

								        	  1,227	 1,234
Deferred income and other non-financial payables						      	  186	 131

								        	  1,413	 1,365

 
For payables with a remaining life of less than one year, the carrying amount is deemed to reflect the fair value.

£25m trade and other payables (2008 – £nil) are included within liabilities classified as held for sale (see note 15), of which £4m relates to non-financial payables.

20. Provisions
			    					     Deferred	  	   
			    				    Restructuring 	 consideration	  Other 	  Total 
							       £m	  £m 	  £m 	  £m

At 13 September 2008					     58	 105	 23	 186
Created						      45	 145	 6	 196
Acquired through business combinations					     –	 –	 92	 92
Unwinding of discount					     –	 5	 –	 5
Utilised						      (37)	 (11)	 (12)	 (60)
Released						     (1)	 (1)	 (2)	 (4)
Effect of movements in foreign exchange					     2	 1	 3	 6

at 12 september 2009				    	 67	 244	 110	 421

Current						      60	 133	 55	 248
Non-current					     7	 111	 55	 173

						      	 67	 244	 110	 421
 
Provisions include financial liabilities of £421m (2008 – £174m) (see note 25).

Restructuring
Restructuring provisions relate to the cash costs, including redundancy, associated with the group’s announced reorganisation plans, of which the majority will be utilised 
in 2009/10.

Deferred consideration
Deferred consideration comprises estimates of amounts due to the previous owners of businesses acquired by the group which are often linked to performance or other 
conditions. It also includes £122m of advance consideration received in respect of the agreement to dispose of the Polish sugar business.

Other
Other provisions mainly comprise litigation claims, onerous leases and warranty claims arising from the sale and closure of businesses. The extent and timing of the 
utilisation of these provisions is more uncertain given the nature of the claims and the period of the warranties.
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21. Total equity
Reconciliation of movement in capital and reserves

		  		  Attributable to equity shareholders

			    Share 	  Other 	  Translation 	  Hedging 	  Retained 		   Minority 	  Total 
			    capital 	  reserves 	  reserve 	  reserve 	  earnings 	  Total 	  interests 	  equity 
			    £m 	  £m 	  £m 	  £m 	  £m 	  £m 	  £m 	  £m

At 15 September 2007	  47	 173	 (49)	 (1)	 4,074	 4,244	 220	 4,464
Total recognised income and expense for the period	 –	 –	 270	 26	 170	 466	 67	 533
Dividends paid to shareholders	 – 	 –	 –	 –	 (156)	 (156)	 –	 (156)
Net decrease in own shares held	 –	 –	 –	 –	 3	 3	 –	 3
Minority interests acquired/disposed	 –	 –	 –	 –	 –	 –	 24	 24
Dividends paid to minorities	 –	 –	 –	 –	 –	 –	 (21)	 (21)
Changes in fair value of minority interests on acquisition	 –	 –	 –	 –	 (3)	 (3)	 –	 (3)

at 13 september 2008	  47	 173	 221	 25	 4,088	 4,554	 290	 4,844

Total recognised income and expense for the period	 –	 –	 218	 (57)	 200	 361	 43	 404
Dividends paid to shareholders	 –	 –	 –	 –	 (161)	 (161)	 –	 (161)
Net increase in own shares held	 –	 –	 –	 –	 (10)	 (10)	 –	 (10)
Minority interests acquired/disposed	 –	 –	 –	 –	 –	 –	 9	 9
Sale of shares to minority interests	 –	 –	 –	 –	 –	 –	 19	 19
Gain on deemed disposal	 –	 –	 –	 –	 10	 10	 (10)	 –
Dividends paid to minorities	 –	 –	 –	 –	 –	 –	 (23)	 (23)
Changes in fair value of minority interests on acquisition	 –	 –	 –	 –	 (6)	 (6)	 –	 (6)

at 12 september 2009	 47	  173	  439	  (32)	  4,121	  4,748	  328	  5,076

Share capital

									         Ordinary 
								         Deferred 	  shares of 
								         shares of 	  515⁄22p 	  Nominal 
								         £1 each 	  each 	  value 
								         000 	  000 	  £m

authorised
At 13 September 2008 and 12 September 2009						      2,000	 1,054,950	 62

issued and fully paid
At 13 September 2008 and 12 September 2009						      2,000	 791,674	 47

 
The deferred shares became redeemable on 1 August 1997. The amount payable by the Company on redemption is the amount paid up on the deferred shares. 
Redemption is at the sole discretion of the Company.

Deferred shares carry no voting rights and have no rights to dividends or other income distributions. In the event of a winding-up, repayment in respect of the deferred 
shares ranks after repayment of amounts paid up on the ordinary shares of the Company. The deferred shares are entitled to repayment of amounts paid up, but have  
no entitlement to any surplus.

Other reserves
The other reserves arose from the cancellation of £173m of share premium account by the Company in 1993 and are non-distributable.

Translation reserve
The translation reserve comprises all foreign exchange differences arising from the translation of the financial statements of foreign operations, as well as from the 
translation of liabilities that hedge the group’s net investment in foreign subsidiaries.
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22. Acquisitions and disposals
Acquisitions
2009
During the period, the group completed the acquisition of the Iberian sugar business, Azucarera Ebro, together with a small feed mill in the UK and a sugar cane farm  
in Zambia, as well as a number of other small acquisitions. Costs associated with these acquisitions are included within cash and deferred consideration. Deferred 
consideration was paid in respect of the beet sugar operations acquired in north east China last year.

The acquisitions had the following effect on the group’s assets and liabilities:
		  							       Pre-acquisition	 Recognised 
									         carrying	 values on 
									         amounts	 acquisition 
								        Note	 £m	 £m

net assets
Intangible assets						      8	 5	 54
Property, plant & equipment						      9	 202	 218
Biological assets							       3	 8
Joint ventures and associates							       12	 12
Other non-current receivables							       52	 52
Inventories							       156	 169
Trade and other receivables							       61	 61
Other financial assets							       2	 2
Cash and cash equivalents							       1	 1
Trade and other payables							       (130)	 (130)
Overdrafts							       (4)	 (4)
Interest-bearing loans							       (121)	 (121)
Taxation								       37	 23
Provisions							       (92)	 (92)

Net identifiable assets and liabilities							       184	 253
Goodwill									        18
Minority interests								        (3)

Total consideration								        268

satisfied by
Cash consideration								        235
Deferred consideration								        17
Consideration previously paid								        16

net cash
Cash consideration								        235
Net overdrafts acquired								        3
Cash consideration in respect of prior year acquisitions								        11

							        			   249

 
The differences between pre-acquisition carrying amounts and amounts recognised on acquisition, which include fair value adjustments to the assets and liabilities acquired, 
are £49m of intangibles recognised, a £16m upward adjustment to property, plant & equipment, a £5m upward adjustment to biological assets, a £13m revaluation of 
inventories (including £12m in respect of the Azucarera acquisition) and a £14m adjustment to deferred tax.

Goodwill arising on the acquisitions is attributable to the anticipated profitability from the sale of the group’s existing products in new markets, and the anticipated future 
technological and operational synergies from the combinations.

The acquisitions in aggregate contributed revenue of £136m and adjusted profit before tax of £1m for the period between the dates of acquisition and 12 September 2009. 
Aggregate contributions to revenue and profit before tax had the acquisitions occurred at the beginning of the period have not been disclosed, as appropriately 
consolidated financial information prepared under Adopted IFRS is not available.

The net cash of £249m in the acquisition table above differs from the cash flow on purchase of subsidiaries, joint ventures and associates shown in the cash flow 
statement by £17m. The difference relates to amounts paid for investments in joint ventures.

The goodwill of £18m in the acquisition table above differs from the amount shown for business combinations in note 8 by £10m. This relates to the loss on disposal  
of the manufacturing plant in Portugal, included in the disposals table in this note, which has been treated as goodwill arising on the acquisition of the remaining  
Gilde businesses.
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22. Acquisitions and disposals continued
Acquisition of Azucarera Ebro
The acquisition of Azucarera was completed on 30 April 2009. It contributed a net profit of £1m to the consolidated adjusted net profit for the year since acquisition 
date. The contribution to consolidated revenues and net profit had the acquisition occurred at the beginning of the year has not been disclosed, as it would be impractical 
to determine these amounts. This is because the entity acquired did not prepare consolidated financial statements and reported to a 31 December year end.

2008
During 2008, the group completed the merger of Ryvita and Jordans and the acquisition of certain of the European assets of Gilde Bakery Ingredients, 11 beet sugar 
factories in north east China and the KR Castlemaine meat and smallgoods business in Australia. The group also completed a number of other small acquisitions.

The acquisitions had the following effect on the group’s assets and liabilities:
									         Pre-acquisition	 Recognised 
									         carrying	 values on 
									         amounts	 acquisition 
								        Note	 £m	 £m

net assets
Intangible assets						      8	 20	 101
Property, plant & equipment						      9	 142	 108
Inventories							       54	 56
Trade and other receivables							       40	 40
Cash and cash equivalents							       4	 4
Trade and other payables							       (49)	 (49)
Overdrafts							       (1)	 (1)
Interest-bearing loans and borrowings							       (32)	 (32)
Taxation								       (1)	 (21)
Employee benefits							       (2)	 (2)
Provisions							       (2)	 (2)

Net identifiable assets and liabilities							       173	 202
Goodwill						     	 		  128
Minority interests								        (5)

Total consideration								        325

satisfied by
Cash consideration								        189
Deferred consideration								        97
Interests in subsidiaries								        24
Interest in associate								        15

net cash
Cash consideration								        189
Net overdrafts acquired								        (3)
Cash consideration in respect of prior year acquisitions								        6

						       				    192

 
The differences between pre-acquisition carrying amounts and amounts recognised on acquisition, which include fair value adjustments to the assets and liabilities 
acquired, were £81m of intangibles recognised, a £34m downward adjustment to property, plant & equipment, a £20m adjustment to deferred tax and a £2m 
revaluation of inventories.
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22. Acquisitions and disposals continued
Disposals and closure of business
During the year, the group disposed of its US packaged oils business to a newly formed joint venture with Archer Daniels Midland Company Inc, Stratas Foods. The group 
also sold the former Gilde Bakery Ingredients business in Iberia together with our manufacturing plant in Portugal and the Pongola mill in South Africa. Costs associated 
with these disposals are included within cash and deferred consideration.

The disposals had the following effect on the group’s assets and liabilities:
								        	 2009 	 2008 
								        	 carrying 	 carrying 
								        	 values	 values 
								        	 £m	 £m

net assets
Intangible assets						      	  –	 15
Property, plant & equipment						      	  28	 17
Other non-current receivables						      	  16	 –
Inventories						      	  5	 3
Trade and other receivables						      	  7	 5
Trade and other payables						      	  (8)	 (3)
Intercompany receivables						      	  –	 1
Taxation							      	  (1)	 (5)
Employee benefits						      	  –	 (1)

Net identifiable assets and liabilities						      	  47	 32
Goodwill							      	  –	 21
Recycle of effect of movements in foreign exchange						      	  –	 1
(Loss)/profit on sale and closure of business						      	  (65)	 5

Total consideration						      	  (18)	 59

satisfied by
Cash consideration						      	  22	 59
Deferred consideration						      	  11	 –
Provisions made						      	 (65)	 –
Interest in joint venture 						      	 14	 –

net cash
Cash consideration						      	  22	 59

 
Provisions made on sale and closure of businesses of £65m comprise £37m of PP&E impairment (see note 9), £6m of operating intangible impairment (see note 8)  
and £22m of other rationalisation costs.

In August 2009, agreement was reached to sell the Polish sugar business, completion of which is subject to competition clearance. Assets and liabilities of this business 
have been included in the consolidated balance sheet as ‘held for sale’ pending competition clearance.

The net cash of £22m in the disposal table above differs from the cash flow on sale of subsidiaries, joint ventures and associates shown in the cash flow statement  
by £123m. Of this difference, £122m relates to advance consideration received in respect of the agreement to dispose of the Polish sugar business, as described above. 
The remaining £1m was received in respect of a reduction in stake in a joint venture. 

23. Share-based payments
The group had the following equity-settled share-based payment plans in operation during the period:

Associated British Foods plc 1994 Share Option Scheme (‘the 1994 Scheme’) 
This scheme was established by the Company in 1994. Under the terms of the 1994 Scheme, options to purchase ordinary shares in the Company were granted to 
selected qualifying employees over the ten years from November 1994. The options must be held for five years before they become exercisable. The exercise of options  
is not subject to specified performance criteria.

Associated British Foods 2000 Executive Share Option Scheme (‘the 2000 Scheme’) 
This scheme was approved and adopted by the Company at the annual general meeting held on 15 December 2000. Under the terms of the 2000 Scheme, options  
to purchase ordinary shares in the Company may be granted to selected employees over the ten years from 15 December 2000. The options must be held for three  
years before they become exercisable. The exercise of an option under this scheme will, in accordance with institutional shareholder guidelines, be conditional on the 
achievement of performance criteria which are based on growth in the group’s profits.
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23. Share-based payments continued
Associated British Foods Executive Share Incentive Plan 2003 (‘the Share Incentive Plan’)
The Share Incentive Plan was approved and adopted by the Company at the annual general meeting held on 5 December 2003. It takes the form of conditional 
allocations of shares which will be released if, and to the extent that, certain performance targets are satisfied over a three-year performance period.

Further information regarding the operation of the above plans can be found on pages 43 to 46 of the Remuneration report.

Details of the group’s equity-settled share-based payment plans are as follows:

				    Balance 
				    outstanding 					     Balance 	 Options 
				    at the 					     outstanding 	 exercisable 
				    beginning 	 Granted/			   Expired/	 at the end	 at the end 
				    of the year	 awarded	 Exercised	 Vested	 lapsed	 of the year	 of the year

2009
the 1994 Scheme		  180,000	 –	 –	 –	 –	 180,000	 180,000

the 2000 Scheme		  177,500	 –	 –	 –	 –	 177,500	 177,500

the Share Incentive Plan		  3,591,785	 2,249,486	 –	 (195,376)	 (503,814)	 5,142,081	 N/a

2008
the 1994 Scheme		  512,110	 –	 (317,110)	 –	 (15,000)	 180,000	 180,000

the 2000 Scheme		  187,500	 –	 (10,000)	 –	 –	 177,500	 177,500

the Share Incentive Plan		  1,895,475	 1,828,504	 –	 –	 (132,194)	 3,591,785	 N/a

											           Weighted
										          Range of	 average
										          exercise	 remaining
			 

Weighted average exercise price of options			 
				    prices for	 contractual
			   Outstanding							       options	 life of 
			   at the					     Outstanding	 Exercisable	 outstanding 	 outstanding 
			   beginning					     at the end	 at the end	 at the end 	 options at the 
			   of the year	 Granted 	 Exercised	 Forfeited	 Expired	 of the year	 of the year	 of the year	 end of the year
			   pence	 pence	 pence	 pence	 pence	 pence	 pence	 pence	 years

2009
the 1994 Scheme	 530.50	 –	 –	 –	 –	 530.50	 530.50	 497–564	 2.7

the 2000 Scheme	 484.00	 –	 –	 –	 –	 484.00	 484.00	 484.00	 1.3

2008
the 1994 Scheme	 538.01	 –	 541.16	 –	 561.50	 530.50	 530.50	 497–564	 3.8

the 2000 Scheme	 484.00	 –	 484.00	 –	 –	 484.00	 484.00	 484.00	 2.3

 
No share options were exercised during the year.

The weighted average market price for share options exercised during 2008 was 876 pence.

Ordinary shares already issued and subject to option under the 1994 Scheme and the 2000 Scheme, or subject to allocation under the Share Incentive Plan, are held  
in a separate trust. The trust is funded by the Company. At 12 September 2009 the trust held 3,906,757 (2008 – 2,102,133) ordinary shares of the Company.

Fair values
The weighted average fair values for the 1994 Scheme and the 2000 Scheme were determined using a binomial lattice model (for share options) or by taking the  
market price of the shares at the time of grant and discounting for the fact that dividends are not paid during the vesting period (for conditional allocations of shares). 

The weighted average fair value of the shares awarded under the Share Incentive Plan during the year was 610 pence (2008 – 837 pence) and the weighted average 
share price was 656 pence (2008 – 900 pence). The dividend yield used was 2.5%.

No options were granted under the 1994 Scheme or the 2000 Scheme in either 2008 or 2009.

In accordance with the transitional provisions of IFRS 1, the group has recognised an expense in respect of all grants under these plans made after 7 November 2002  
and unvested at 18 September 2004. The group recognised a total equity-settled share-based payment expense of £5m (2008 – £5m).
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24. Analysis of net debt
						      At			   	 At 
						      13 September		  Acquisitions/	 Exchange	 12 September 
						      2008	 Cash flow	 disposals	 adjustments	 2009 
						      £m	 £m	 £m	 £m	 £m

Cash at bank and in hand, cash equivalents and overdrafts 				    210	 137	 –	 14	 361
Short-term borrowings				    (140)	 (283)	 (119)	 (12)	 (554)
Other current investments				    9	 (12)	 2	 1	 –
Loans over one year				    (870)	 100	 (2)	 (34)	 (806)

						      (791)	 (58)	 (119)	 (31)	 (999)

 
Cash and cash equivalents comprise cash balances, call deposits and investments with original maturities of three months or less. Bank overdrafts that are repayable on 
demand and form an integral part of the group’s cash management are included as a component of cash and cash equivalents for the purpose of the cash flow statement.

£8m of cash at bank and in hand disclosed above is included within assets held for sale (see note 15).

 
25. Financial instruments
a) Carrying amount and fair values of financial assets and liabilities
							       2009	 2008

						      	 Carrying 	 	 Carrying 
						      	 amount	 Fair value	 amount	 Fair value 
						      	 £m	 £m	 £m	 £m

financial assets
Cash and cash equivalents	  	  		  	  391	  391	 348	 348
loans and receivables:
Trade and other receivables	  	  		  	 1,021	 1,021	 992	 992
Other non-current receivables	  	  		  	  140	  140	 75	 75
at fair value through profit or loss:
Other current investments	  	  		  	  –	  –	 9	 9
Derivative financial assets not designated in a cash flow hedging relationship:
– currency derivatives	  	  	  	  	  2	  2	 2	 2
– commodity derivatives	  	  	  	 	  3	 3	 1	 1 
designated cash flow hedging relationships:
Derivative financial assets designated and effective as cash flow hedging instruments:
– currency derivatives	  	  	  	  	  6	  6	 33	 33
– commodity derivatives	  	  	  	  	  1	  1	 18	 18

total financial assets				    	  1,564	  1,564	 1,478	 1,478

financial liabilities
financial liabilities at amortised cost:
Trade and other payables	  	  		  	 (1,248)	 (1,248)	 (1,234)	 (1,234)
Secured redeemable debenture stock	  	  		  	  (150)	  (184)	 (150)	 (176)
Secured bank loans	  	  		  	  (144)	  (142)	 (137)	 (141)
Unsecured bank loans and overdrafts	  	  		  	  (1,083)	   (1,130)	 (847)	 (847)
Finance leases	  	  		  	  (13)	   (12)	 (14)	 (12)
Provisions	  	  		  	  (421)	  (421)	 (174)	 (174)
at fair value through profit or loss:
Derivative financial liabilities not designated in a cash flow hedging relationship:
– currency derivatives	  	  	  	 	  (22)	  (22)	 –	 –
– commodity derivatives	  	  	  	 	  (2)	  (2)	 (1)	 (1) 
– interest rate derivatives	  	  	  	 	   (1)	  (1)	 (1)	 (1) 
designated cash flow hedging relationships:
Derivative financial liabilities designated and effective as cash flow hedging instruments:
– currency derivatives	  	  	  	 	  (34)	  (34)	 (10)	 (10) 
– commodity derivatives	  	  	  	 	  (17)	  (17)	 (13)	 (13) 

total financial liabilities				    	 (3,135)	  (3,213)	 (2,581)	 (2,609)

NET financial liabilities 				    	  (1,571)	  (1,649)	 (1,103)	 (1,131)
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25. Financial instruments continued
The financial instruments shown above include £17m trade and other receivables (2008 – £nil), £8m cash and cash equivalents and £21m trade and other payables 
(2008 – £nil) that are classified as held for sale at year end.

Other financial assets on the face of the balance sheet comprise other current investments and derivative assets. Other financial liabilities comprise derivative liabilities.

The methods and assumptions used to estimate fair values of financial assets and liabilities are as follows:

  1.	� Cash and cash equivalents have been stated at their book values due to their short maturities or otherwise immediate or short-term access and realisability.
  2.	� Other non-current investments (recorded within other non-current receivables) comprise minority shareholdings held primarily in privately owned, unquoted 

companies, where there is no active market available to value them. Where the fair value of the equity instruments cannot be reliably measured, they are recorded 
at cost. Where shareholdings are held in publicly quoted companies, bid price is used to estimate fair value.

  3.	� The fair values of finance lease receivables and other long-term receivables have been estimated by discounting expected future cash flows.
  4.	� The fair values of trade receivables, other receivables and accrued income have been stated at their book values due to their short maturities.
  5.	� Other current investments primarily comprise debt securities and time deposits, which are stated at fair value, based on cost (for instruments similar in nature  

to cash and cash equivalents) or on current market prices.
  6.	� The fair value of derivatives is determined either by reference to third-party valuations (usually from a bank), or by reference to readily observable market prices.  

The group’s derivatives primarily cover a period of no more than 12 months from the balance sheet date, and information derived from an active market is 
therefore almost always available to assist with the valuation of derivatives. 

  7.	� The fair values of trade payables, other payables and accruals have been stated at their book values due to their short maturities.
  8.	� The fair values of all bank loans, overdrafts and debenture stock have been calculated using the present value of estimated future cash flows.
  9.	� The fair values of finance lease creditors have been estimated by discounting expected cash flows.
10.	� Provisions are measured at the directors’ best estimate of the expenditure required to settle the obligation at the balance sheet date and are discounted to present 

value where the effect is material. Consequently, the fair value has been presented as book value.

b) Derivative financial instruments
The carrying amount of derivative financial instruments at the reporting date set out below is classified as current on the face of the balance sheet. An analysis  
of derivatives that are designated in a formal hedging relationship, and those that are not, is shown above.

				    		  2009			   2008

				    	 Contractual/		  	 Contractual/ 
				    	 notional		  	 notional 
					     amounts	 Assets	 Liabilities	 amounts	 Assets	 Liabilities 
 				    	 £m	 £m	 £m	 £m	 £m	 £m

Currency derivatives	  	  	  1,159	 8	  (56)	 957	 35	 (10)
Commodity derivatives	  	  	  180	  4	  (19)	 181	 19 	 (14)
Interest rate derivatives	  	  	  109	  –	  (1)	 97	 –	 (1)

 				    	  	  12	  (76)		  54 	 (25)

c) Cash flow hedging reserve movements
The following table indicates the cash flow hedging reserve balance at 12 September 2009 and the periods in which the cash flows are expected to occur. The periods in 
which the cash flows are expected to impact profit or loss are materially the same.

					     	 2009			   2008

				    	 Currency	 Commodity	 	 Currency	 Commodity	  
				    	 derivatives	 derivatives	 Total	 derivatives	 derivatives	 Total 
 				    	 £m	 £m	 £m	 £m	 £m	 £m

Within six months	  	  	  13	 4	  17	 (23)	 1	 (22)
Between six months and one year	  	  	  6	  9	  15	 –	 (2)	 (2)
Between one and two years	  	  	  –	  –	  –	 (1)	 –	 (1)

Unrecognised losses/(gains)	  	  	  19	  13	  32	 (24)	 (1)	 (25)
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25. Financial instruments continued
The following table identifies the movements in the cash flow hedging reserve during the year, including where gains and losses have been recognised in the  
income statement.

					     	 2009			   2008

				    	 Currency	 Commodity	 	 Currency	 Commodity	  
				    	 derivatives	 derivatives	 Total	 derivatives	 derivatives	 Total 
 				    	 £m	 £m	 £m	 £m	 £m	 £m

Opening balance		  	  (24)	  (1)	   (25)	 3	 (2)	 1
Gains/(losses) recognised in the hedging reserve 		  	  33	  46	   79	 (1)	 (9)	 (10) 
Gains/(losses) arising in previous years that reversed 		  	  –	  –	   –	 (1)	 1	 –
Amount removed from the hedging reserve and included within the income  
	 statement due to settlement of contracts – recognised in:
	 – revenue		  	  (34)	  (1)	   (35)	 (26)	 1	 (25) 
	 – cost of sales		  	  5	  (11)	   (6)	 3	 –	 3
Amount removed from the hedging reserve and included within a  
	 non-financial asset due to settlement of contracts – recognised in:
	 – inventory		  	  54	  (17)	   37	 (7)	 5	 (2)
Deferred tax associated with movement in the hedging reserve		   	  (15)	 (3)	   (18)	 7	 –	 7
Effect of movements in foreign exchange		  	  –	  –	   –	 (2)	 3	 1 

Closing balance		  	  19	  13	   32	 (24)	 (1)	 (25)

 
d) Financial risk identification and management
The group is exposed to the following financial risks from its use of financial instruments:

•	 market risk;

•	 credit risk; and

•	 liquidity risk.

The group’s financial risk management process seeks to enable the early identification, evaluation and effective management of key risks facing the business.  
Risk management policies and systems have been established and are reviewed regularly to reflect changes in market conditions and the group’s activities. The group, 
through its standards and procedures, aims to develop a disciplined and constructive control environment in which all employees understand their roles and obligations.

The group sources and sells products and manufactures goods in a wide variety of locations around the world. These operations expose the group to potentially 
significant price volatility in the financial and commodity markets. Trading and risk management teams have been established in the group’s major businesses to 
manage this exposure by entering into a range of products, including physical and financial forward contracts, futures, and, where appropriate, options. These teams  
work closely with group Treasury and report regularly to executive management.

Treasury operations and commodity procurement are conducted within a clearly defined framework of board-approved policies and guidelines to manage the group’s 
financial and commodity risks. Treasury works closely with the group’s procurement teams to manage commodity risks. Treasury policy seeks to ensure that adequate 
financial resources are available to the group at all times, for the management and development of the group’s businesses, whilst effectively managing its market risk  
and credit risk. The group’s risk management policy explicitly forbids the use of financial or commodity derivatives (outside its risk management framework of mitigating 
financial and commodity risks) for speculative purposes.
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25. Financial instruments continued
e) Foreign currency translation
The group presents its financial statements in sterling. As a result of its diverse worldwide operations, the group is exposed to foreign currency translation risk where 
overseas operations have a functional currency other than sterling. Changes in foreign currency exchange rates impact the translation into sterling of both the income 
statement and net assets of these foreign operations.

Where appropriate, the group finances its operations by borrowing locally in the functional currency of its operations. This reduces net asset values reported in functional 
currencies other than sterling, thereby reducing the economic exposure to fluctuations in foreign currency exchange rates on translation.

The group also finances its operations by obtaining funding at group level through external borrowings, and where they are not in sterling, these borrowings are 
designated as net investment hedges. This enables gains and losses arising on retranslation of these foreign currency borrowings to be charged to equity, providing  
a partial offset in equity against the gains and losses arising on translation of the net assets of foreign operations.

The group does not actively hedge the translation impact of foreign exchange rate movements on the income statement (other than via the partial economic hedge 
arising from the servicing costs on non-sterling borrowings), nor does it use derivatives to hedge its net investments in foreign operations.

The group also designates certain of its intercompany loan arrangements as quasi-equity for the purposes of IAS 21. The effect of the designation is that any foreign 
exchange volatility arising within the borrowing entity and/or the lending entity is accounted for directly within equity.

The group has foreign currency borrowings that have been designated as hedges of its net investment in foreign operations in euros and US dollars. The value of these 
financial liabilities used as hedging instruments at the balance sheet date was:

								        	 2009	 2008 
 								        	 £m	 £m

Euro	  						      	  229	 285
US dollar	 						      	  279	 190

 								        	  508	 475

The foreign exchange loss of £27m (2008 – £58m loss) on retranslation of these loans has been taken to the translation reserve on consolidation.

f) Market risk
Market risk is the risk of movements in the fair value of future cash flows of a financial instrument or forecast transaction as underlying market prices change.  
The group is exposed to changes in the market price of commodities, interest rates and foreign exchange rates. These risks are known as ‘transaction’ (or recognised) 
exposures and ‘economic’ (or forecast) exposures.

(i) Commodity price risk
Commodity price risk arises from the procurement of raw materials and the consequent exposure to changes in market prices.

The group purchases a wide range of commodities in the ordinary course of business. Exposure to changes in the market price of certain of these commodities including 
wheat, edible oils, soya beans, meat, sugar raws, cocoa, rice, tea and energy is managed through the use of forward physical contracts and hedging instruments, including 
futures and options contracts, primarily to convert floating or indexed prices to fixed prices. The use of such contracts to hedge commodity exposures is governed by the 
group’s risk management policies and is continually monitored by group Treasury. Commodity derivatives also provide a way to meet customers’ pricing requirements 
whilst achieving a price structure consistent with the group’s overall pricing strategy.

Some of the group’s commodity derivatives are treated as ‘own use’ contracts, which are outside the scope of IAS 39, since they are both entered into, and continue to 
be held, for the purposes of the group’s ordinary operations, and are not net settled (the group takes physical delivery of the commodity concerned). ‘Own use’ contracts 
do not require accounting entries until the commodity purchase actually crystallises. Certain other commodity derivatives are accounted for as cash flow hedges where 
the forecast transaction is highly probable and the hedge is assessed as effective. The group obtains hedge accounting for the majority of these contracts. Some 
commodity derivatives are not eligible for treatment as ‘own use’ contracts and are not contracts for which the strict requirements of hedge accounting under IAS 39  
are able to be satisfied. This occurs typically where the group does not take physical delivery of the commodity concerned. While such commodity derivatives are used 
only where the business believes they provide an economic hedge of an underlying exposure, formal hedge accounting may not be possible for reasons including: where 
the derivatives are in respect of a similar but different commodity to that being hedged; where exchange-traded derivatives are used that are not sufficiently close in  
all respects (for example quality attributes) to the business requirement; or where the exchange used is foreign to the business. Where hedge accounting for commodity 
derivatives within the scope of IAS 39 is not available, the instruments are classified as held for trading and are marked to market through the income statement.

The majority of the group’s forward physical contracts and commodity derivatives have original maturities of less than one year.
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25. Financial instruments continued
Sensitivity analysis
The following sensitivity analysis shows the impact on the group’s results and the group’s equity of changes in commodity market prices as a result of entering  
into financial instruments (including derivatives). The only financial assets and liabilities expected to show any sensitivity in this respect are commodity derivatives.

The sensitivity chosen is a 20% increase in the forward curves for various commodity prices as if they had occurred on 12 September 2009. For as long as the group 
continues to make limited use of options, a 20% decrease in forward prices would produce a broadly equal and opposite impact on profit and equity to that shown.  
The movement of forward price curves by 20% is considered to be a reasonable approximation of how much markets might typically move, on average, over any given 
year, notwithstanding that the increases in some commodity prices during the past year have been significantly greater than this.

The sensitivity analysis addresses the impact on year end financial assets and liabilities, and is not an estimate of what profit might have been if commodity prices had 
been uniformly different throughout the year.

The following assumptions have been applied in the calculation of these sensitivities, which are presented before taxation and minority interests:

• all qualifying cash flow hedges at 12 September 2009 will continue to be fully effective in achieving cash flow hedge accounting; and

• commodity contracts that qualify for the ‘own use’ treatment continue to do so. This sensitivity therefore has no impact for these contracts.

						      	 2009	 	 2008	  
						      	 impact on 	 2009	 impact on	 2008 
						      	 profit for 	 impact on	 profit for	 impact on 
						      	 the year	 total equity	 the year 	 total equity 
 						      	 +/- £m	 +/- £m	 +/- £m	 +/- £m

20% increase in commodity prices	  	  		  	  1	  (8)	 4	 20

(ii) Interest rate risk
Interest rate risk comprises two primary elements:

• 	 �interest price risk results from financial instruments bearing fixed interest rates. Changes in floating interest rates therefore affect the fair value of these fixed rate 
financial instruments; and

• 	 �interest cash flow risk results from financial instruments bearing floating rates. Changes in floating interest rates affect cash flows on interest receivable or payable.

The group’s policy is to maintain floating rate debt for the majority of its bank finance, although it periodically assesses its position with respect to interest price and  
cash flow risk and interest rate swaps are sometimes entered into in more volatile markets.

At 12 September 2009, £592m (43%) (2008 – £222m and 19%) of total debt was subject to fixed rates of interest. The group’s fixed rate debt includes the US Private 
Placement loan of £378m (2008 – £nil) and the £150m 103/4% secured redeemable debenture stock 2013 (2008 – £150m).

Floating rate debt comprises bank borrowings bearing interest rates fixed in advance, for various time periods up to 12 months, by reference to official market rates  
(eg LIBOR).

Sensitivity analysis
Applying a 100 basis point parallel increase in the interest rate yield curve as if it had occurred on 12 September 2009 results in no impact on profit for the year or  
total equity (2008 – no impact on profit or total equity). The following assumptions have been applied in the calculation of this sensitivity, which is presented before 
taxation and minority interests:

• 	 �the impact of this sensitivity has only been recorded for changes in the fair value of derivative financial instruments which have their fair value gains and losses 
recorded within the financial statements, assets available for sale, and other current investments, as the group does not designate any other financial asset at fair 
value through profit or loss and these are the only significant financial instruments whose carrying amounts change as a result of changes in interest rates. All other 
financial instruments are carried at amortised cost;

• 	 �no impact is recorded in respect of changes in interest rates on employee benefits (including pensions), or discount rates applied to financial instruments to record 
them at present value; and

• �	 all qualifying cash flow hedges at 12 September 2009 will continue to be fully effective in achieving cash flow hedge accounting.
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25. Financial instruments continued
A second sensitivity analysis calculates the impact on profitability of a 100 basis point increase in interest rates on floating rate interest-bearing loans and overdrafts,  
and on cash and cash equivalents balances on which variable rates of interest are earned. The year end cash balance is deducted from the year end floating rate loans 
and overdrafts balance. This net floating rate borrowing figure is multiplied by 1%. In 2009, this equated to an interest expense of £4m before taxation and minority 
interests (2008 – £6m).

(iii) Foreign currency risk
The group conducts business worldwide and consequently in many foreign currencies. As a result, it is exposed to movements in foreign currency exchange rates which 
affect the group’s transaction costs. The group also publishes its financial statements in sterling and is therefore exposed to movements in foreign exchange rates on  
the translation of the results and underlying net assets of its foreign operations into sterling.

Translation risk is discussed in section e) above.

Transaction risk
Currency transaction exposure occurs where a business makes sales and purchases in a currency other than its functional currency. It also arises where monetary assets 
and liabilities of a business are not denominated in its functional currency, and where dividends or surplus funds are remitted from overseas. The group’s policy is to 
match transaction exposures wherever possible, and to hedge actual exposures and firm commitments as soon as they occur by using forward foreign currency contracts. 
All foreign currency instruments contracted with non-group entities to manage transaction exposures are undertaken by group Treasury or, where foreign currency 
controls restrict group Treasury acting on behalf of subsidiaries, under its guidance. Identification of transaction exposures is the responsibility of each business.

The group uses derivatives (principally forward foreign currency contracts and time options) to hedge its exposure to movements in exchange rates on its foreign currency 
trade receivables and payables. The group does not seek formal fair value hedge accounting for such transaction hedges. Instead, such derivatives are classified as held 
for trading and marked to market through the income statement. This offsets the income statement impact of the retranslation of the foreign currency trade receivables 
and payables.

Economic (forecast) risk
The group also uses forward foreign currency contracts to hedge its exposure to movements in exchange rates on its highly probable forecast foreign currency sales  
and purchases on a rolling 12 month basis. The group does not formally define the proportion of highly probable forecast sales and purchases to hedge, but agrees  
an appropriate percentage on an individual basis with each business by reference to the group’s risk management policies and prevailing market conditions. The group 
documents currency derivatives used to hedge its forecast transactions as cash flow hedges. To the extent that cash flow hedges are effective, gains and losses are deferred  
in equity until the forecast transaction occurs, at which point the gains and losses are recycled either to the income statement or to the non-financial asset acquired.

The majority of the group’s currency derivatives have original maturities of less than one year.

The group’s most significant currency transaction exposures are:

• 	 �sugar prices in British Sugar UK and Poland to movements in the sterling/euro and Polish zloty/euro exchange rates respectively;

•	 sugar prices in Illovo to movements in the South African rand/US dollar/euro exchange rates; and

•	 sourcing for Primark – costs are denominated in a number of currencies, predominantly sterling, euros and US dollars.

Elsewhere, a number of businesses make sales and purchase a variety of raw materials in foreign currencies (primarily US dollars and euros), giving rise to transaction 
exposures. In all other material respects, businesses tend to operate in their functional currencies and, as a result, further transaction exposure to foreign currency 
exchange rate movements is modest.
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25. Financial instruments continued
The analysis of the group’s foreign currency exposure to financial assets and liabilities by currency of denomination is as follows:

							       	 2009

					     	 Sterling	 US dollar	 Euro	 Other	 Total 
 					     	 £m	 £m	 £m	 £m	 £m

financial assets 
Cash and cash equivalents			   	  5 	  48 	  13 	  8  	  74 
Trade and other receivables			   	  2 	  21 	  45 	  6  	  74
Non-currency derivatives			   	  – 	  1	  – 	  –  	  1

 					     	  7 	  70 	  58 	  14  	  149

financial liabilities 
Trade and other payables			   	  (2) 	  (28) 	  (10) 	  (7)  	  (47)
Secured bank loans			   	  – 	  (3) 	  (1) 	  (34)  	  (38)
Unsecured bank loans and overdrafts			   	  (2) 	  (284) 	  (232) 	  (1)  	  (519)
Provisions			   	  – 	  – 	  (1) 	  –  	 (1)
Non-currency derivatives			   	  – 	  (1) 	  – 	  –  	  (1)

 					     	  (4) 	  (316) 	  (244) 	  (42)  	  (606)

	  			    	  	  	  	  	  	  
currency derivatives
Gross amounts receivable	  	  	  	  17 	  500 	  92 	  55  	  664
Gross amounts payable	  	  	  	  (9) 	  (14) 	  (455) 	  (19)  	  (497)

 					     	  8 	  486 	  (363) 	  36  	  167

 					     	 11	  240	  (549) 	 8	  (290)
 
								        2008

						      Sterling	 US dollar	 Euro	 Other	 Total 
 						      £m	 £m	 £m	 £m	 £m

financial assets
Cash and cash equivalents				    3	 24	 17	 8	 52
Trade and other receivables				    1	 15	 85	 8	 109 
Other non-current receivables				    –	 1	 52	 –	 53
Non-currency derivatives				    –	 1	 –	 –	 1

 						      4	 41	 154	 16	 215

financial liabilities
Trade and other payables				    (1)	 (77)	 (179)	 (5)	 (262)
Secured bank loans				    –	 –	 (1)	 (44)	 (45) 
Unsecured bank loans and overdrafts				    –	 (190)	 (287)	 –	 (477) 
Provisions				    –	 –	 (1)	 –	 (1) 
Non-currency derivatives				    –	 (1)	 –	 –	 (1) 

 						      (1)	 (268)	 (468)	 (49)	 (786)

currency derivatives
Gross amounts receivable				    22	 448	 51	 28	 549
Gross amounts payable				    –	 (10)	 (344)	 (16)	 (370)

 						      22	 438	 (293)	 12	 179

 						      25	 211	 (607)	 (21)	 (392)
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25. Financial instruments continued
The following significant exchange rates applied during the year:

							       Average rate	 Closing rate

						      	 2009	 2008	 2009	 2008

US dollar	 	  	  	  	 	  1.56	 1.98	  1.67	 1.79
Euro	  		   		  	  1.15	 1.32	  1.14	 1.26
Rand	  		   		  	  14.09	 14.67	  12.39	 14.34
Renminbi	  		   	 	  10.66	 14.13	  11.38	 12.28
Australian dollar	  		   	 	  2.15	 2.18	  1.93	 2.18

Sensitivity analysis
The following sensitivity analysis illustrates the impact that a 10% strengthening of the group’s operating currencies against local functional currencies would have  
had on profit and equity. The analysis covers currency translation exposures at year end on businesses’ financial assets and liabilities that are not denominated in the 
functional currencies of those businesses. A similar but opposite impact would be felt on both profit and equity if the group’s main operating currencies weakened against 
local functional currencies by a similar amount.

The following assumption has been applied in the calculation of this sensitivity, which is presented before taxation and minority interests:

•	 �the exposure to foreign exchange gains and losses on translating the financial statements of subsidiaries into sterling is not included in this sensitivity analysis, as there 
is no impact on the income statement, and the gains and losses are recorded directly in the translation reserve in equity (see below for a separate sensitivity). 

						      	 2009	 	 2008	  
						      	 impact on 	 2009	 impact on	 2008 
						      	 profit for 	 impact on	 profit for	 impact on 
						      	 the year	 total equity	 the year 	 total equity 
10% strengthening against other currencies of				    	 +/- £m	 +/- £m	 +/- £m	 +/- £m

Sterling	  	  			   	  –	 1	 –	 (2)
US dollar	 	  			   	 10	  (54)	 (4)	 (55)
Euro	  	  			   	  5	  16	 1	 (6)
Other	  	  			   	  (3)	  (4)	 (3)	 (3)

A second sensitivity analysis calculates the impact on the group’s profit before tax if the average rates used to translate the results of the group’s foreign operations into 
sterling were adjusted to show a 10% strengthening of sterling. A similar but opposite impact would be felt on profit before tax if sterling weakened against the other 
currencies by a similar amount.

								        	 2009	 2008 
							        	 	 impact on	 impact on 
								        	 profit for	 profit for 
								        	 the year 	 the year 
10% strengthening of sterling against						      	 +/- £m	 +/- £m

US dollar	 						      	  4	 (3)
Euro	  						      	  (3)	 (7)
Rand	  						      	  (7)	 (5)
Renminbi	  					     	  3	 (2)
Australian dollar	  					     	  (4)	 2
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25. Financial instruments continued
g) Credit risk
Credit risk is the risk that counterparties to financial instruments do not perform according to the terms of the contract or instrument. The group’s businesses are exposed 
to counterparty credit risk when dealing with customers, and from certain financing activities.

The immediate credit exposure of financial instruments is represented by those financial instruments that have a net positive fair value by counterparty at  
12 September 2009. The group considers its maximum exposure to credit risk to be:

								        	 2009	 2008 
 								        	 £m	 £m

Cash and cash equivalents	  					     	  391	 348
Loans and receivables (refer to note 25a)	  					     	 1,161	 1,067
Financial assets at fair value through profit and loss
– other current investments	  					     	  –	 9
– derivative financial assets	  					     	  5	 3
Designated cash flow hedging relationships
– derivative financial assets	  					     	  7	 51

 								        	 1,564	 1,478

The majority of cash balances and short-term deposits are held with strong investment-grade banks or financial institutions.

As at 12 September 2009, there were no significant financial guarantees or third-party obligations that increased the credit risk of the financial assets set out above.

Although the group has seen no direct evidence of changes to the credit risk of its counterparties, the current focus on financial liquidity in all international markets has 
introduced increased financial volatility. The group uses market knowledge, changes in credit ratings and other techniques to identify significant changes to the financial 
profile of its counterparties.

Trade and other receivables
Concentrations of credit risk are limited as a result of the group’s large and diverse customer base. The group has established a credit policy applied by each business 
under which the credit status of each new customer is reviewed before credit is advanced. This includes external credit evaluations where possible and in some cases bank 
references. Credit limits are established for all significant or high-risk customers, which represent the maximum amount permitted to be outstanding without requiring 
additional approval from the appropriate level of management. Outstanding debts are continually monitored by each business. Credit limits are reviewed on a regular 
basis, and at least annually. Customers that fail to meet the group’s benchmark creditworthiness may only transact with the group on a prepayment basis. Aggregate 
exposures are monitored at group level.

Many of the group’s customers have been transacting with the group for many years and the incidence of bad debts has been low. Where appropriate, goods are sold 
subject to retention of title so that, in the event of non-payment, the group may have a secured claim. The group does not typically require collateral in respect of trade 
and other receivables.

The group provides for impairment of financial assets including trade and other receivables based on known events, and makes a collective provision for losses yet to be 
identified, based on historical data. The majority of the provision comprises specific amounts.
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25. Financial instruments continued
The maximum exposure to credit risk for trade and other receivables at the reporting date by geographic region of origin was:
								        	 2009	 2008 
 								        	 £m	 £m

UK	  						      	  330	 407
Europe & Africa	  					     	  251	 181
The Americas	  					     	  141	 169
Asia Pacific	  					     	  299	 235

 								        	  1,021	 992

Trade receivables can be analysed as follows:
								        	 2009	 2008 
								        	 gross	 gross 
 								        	 £m	 £m

Not overdue						      	  638	 659 
Up to 1 month past due						      	  186	 122 
Between 1 and 2 months past due						      	  31	 34 
Between 2 and 3 months past due						      	  8	 18 
More than 3 months past due						      	  31 	 37 
Provision for doubtful debts						      	  (38)	 (43) 

At 12 September 2009						      	  856	 827
 
The trade receivables shown above include £9m trade receivables that are classified as held for sale at year end.

Based on past experience, the group believes that no impairment allowance is necessary in respect of trade receivables that are not past due.

Trade and other receivables are stated net of the following provision for irrecoverable amounts:

								        	 2009	 2008 
 								        	 £m	 £m

Opening balance						      	  43 	 34 
Amounts provided for during the year						      	  8	 11 
Amounts released during the year						      	  (2)	 (1) 
Amounts utilised during the year						      	  (12)	 (3)
Acquisitions/(disposals)						      	  1	 1
Effect of movements in foreign exchange						      	  –	 1

Closing balance						      	  38	 43 

 
No trade and other receivables (2008 – none) were written off directly to the income statement in the year.

The directors consider that the carrying amount of trade and other receivables approximates fair value.

Cash, cash equivalents and other current investments
Banking relationships are generally limited to those banks that are members of the core relationship group. These banks are selected for their credit status, global reach 
and their ability to meet the businesses’ day-to-day banking requirements. The credit ratings of these institutions are monitored on a continuing basis. In locations where 
the core relationship banking group cannot be used, operating procedures including choice of bank, opening of bank accounts and repatriation of funds must be agreed 
with group Treasury. The group has not recorded impairments against cash, cash equivalents or other current investments, nor have any recoverability issues been 
identified with such balances. Such items are typically recoverable on demand or in line with normal banking arrangements.

Other financial assets
Other non-current investments are typically equity investments with no fixed maturity or recoverability date. No impairment issues have been identified with respect  
to other non-current investments.

Since derivative assets are recorded at fair value, either through profit and loss, for those not in a designated cash flow hedging relationship, or otherwise through the 
hedging reserve, no impairment issues have been identified.
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25. Financial instruments continued
h) Liquidity risk
Liquidity risk is the risk that the group will encounter difficulty in meeting its obligations associated with its financial liabilities as they fall due. Group Treasury is responsible 
for monitoring and managing liquidity and ensures that the group has sufficient headroom in its committed facilities to meet unforeseen or abnormal requirements.  
The group also has access to uncommitted facilities to assist with short-term funding requirements.

Available headroom is monitored via the use of detailed cash flow forecasts prepared by each business, which are reviewed at least quarterly, or more often, as required. 
Actual results are compared to budget and forecast each period, and variances investigated and explained. Particular focus is given to management of working capital.

Details of the group’s borrowing facilities are given in section i).

The following table analyses the contractual undiscounted cash flows relating to financial liabilities at the balance sheet date and compares them to carrying amounts:

						      	 2009

					     Due between 
				    Due within 	 6 months	 Due between	 Due between	 Due after	 Contracted	 Carrying 
				    6 months	  and 1 year	 1 and 2 years	 2 and 5 years	 5 years	 amount	 amount 
 			   Note	 £m	 £m	 £m	 £m	 £m	 £m	 £m

non-derivative financial liabilities 
Trade and other payables	 19	  (1,224)	  (24)	 –	 –	 –	  (1,248)	  (1,248)
Secured redeemable debenture stock	 18	  (8)	  (8)	  (16)	  (182)	  –	  (214)	  (150)
Secured bank loans	 18	  (24)	  (25)	  (63)	  (42)	  –	  (154)	  (144)
Unsecured bank loans and overdrafts	 18	  (503)	  (62)	  (37)	  (345)	  (314)	  (1,261)	  (1,083)
Finance lease liabilities	 26	  (1)	  –	  (1)	  (2)	  (41)	  (45)	  (13)
Provisions	 20	  (198)	  (50)	  (33)	  (108)	  (52)	  (441)	 (421)
derivative financial liabilities 
– Currency derivatives (net payments)	  	  (95)	  (9)	  –	  –	  –	  (104)	  (56)
– Commodity derivatives (net payments)	  	  23	  50	  (1)	  –	  –	  72	  (19)
– Interest rate derivatives (net payments)	  	  (1)	   –	  –	  –	  –	  (1)	  (1)

total financial liabilities	 	  (2,031)	  (128)	  (151)	  (679)	  (407)	  (3,396)	  (3,135)

							       2008

					     Due between 
				    Due within 	 6 months	 Due between	 Due between	 Due after	 Contracted	 Carrying 
				    6 months	  and 1 year	 1 and 2 years	 2 and 5 years	 5 years	 amount	 amount 
 			   Note	 £m	 £m	 £m	 £m	 £m	 £m	 £m

non-derivative financial liabilities
Trade and other payables	 19	  (1,181)	 (53) 	 –	 –	 –	 (1,234)	 (1,234)
Secured redeemable debenture stock	 18	  (8)	 (8) 	 (16) 	 (198)	 – 	 (230)	 (150)
Secured bank loans	 18	  (17)	 (7) 	 (60)	 (53) 	  –	 (137)	 (137) 
Unsecured bank loans and overdrafts	 18	  (243)	 (10) 	 (3) 	 (470) 	 (121) 	 (847)	 (847)
Finance lease liabilities	 26	 (1) 	 – 	 (1) 	 (3) 	 (42) 	 (47)	 (14)
Provisions	 20	  (32)	 (43) 	 (14) 	 (84) 	 (1) 	 (174)	 (174) 
derivative financial liabilities
– Currency derivatives (net payments)		   (3)	 (9) 	 (1) 	 – 	 – 	 (13)	 (10)
– Commodity derivatives (net payments)		  7	 14	 7 	 –	  –	 28	 (14)
– Interest rate derivatives (net payments)		  (3)	 (3) 	 1 	 – 	 – 	 (5)	 (1)

total financial liabilities		   (1,481)	 (119)	 (87)	 (808)	 (164)	 (2,659)	 (2,581)

The above tables do not include forecast data for liabilities which may be incurred in the future but which were not contracted at 12 September 2009.

The principal reasons for differences between carrying values and contractual undiscounted cash flows are coupon payments on the secured redeemable debenture  
stock and other fixed rate debt to which the group is already committed, future interest payments on the group’s finance leases, and cash flows on derivative financial 
instruments which are not aligned with their fair value.
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25. Financial instruments continued
i) Borrowing facilities
The group has substantial borrowing facilities available to it. The undrawn committed facilities available at 12 September 2009 in respect of which all conditions 
precedent have been met amounted to £840m (2008 – £219m):
					     	 2009			   2008

				    	 Facility	 Drawn	 Undrawn	 Facility	 Drawn	 Undrawn 
 				    	 £m	 £m	 £m	 £m	 £m	 £m

US$1.2bn syndicated facility 		  	  719	  211	  508	 671	 469	 202
US private placement 		  	  378	  378	  –	 –	 –	 –
£320m syndicated facility		  	  320	  –	 320	 –	 –	 –
British Sugar secured redeemable debenture stock 		  	  150	  150	  –	 150	 150	 –
European Investment Bank		  	  120	  120	 –	 120	 120	 –	
Zambia sugar facilities		  	  77	  77	  –	 101	 101	 –	
Other			   	  83	  71	  12	 65	 48	 17

 				    	  1,847	  1,007	  840	 1,107	 888	 219

Uncommitted facilities available at 12 September 2009 were:
					     	 2009			   2008

				    	 Facility	 Drawn	 Undrawn	 Facility	 Drawn	 Undrawn 
 				    	 £m	 £m	 £m	 £m	 £m	 £m

Money market lines 	  	  	  80	  –	  80	 160	 28	 132
Illovo facilities	  	 	  203	  113	  90	 186	 63	 123
China banking facilities	  	 	  295	  138	  157	 –	 –	 –
Other		   	 	  275	  119	  156	 238	 155	 83

 				    	  853	  370	  483	 584	 246	 338

In addition to the above facilities there are also £67m (2008 – £93m) of undrawn and available credit lines for the purposes of issuing letters of credit and guarantees  
in the normal course of business.

The group also has £13m (2008 – £14m) of finance lease liabilities which are not included in the tables above, but which are included in the group’s interest-bearing 
loans and overdrafts in note 18.

In October 2008, the Company negotiated a three-year £320m committed facility with its existing banking group that when added to the existing US$1.2bn of 
committed bank facilities provide £1,039m of bank finance. Both these facilities mature in October 2011. In addition to the bank debt, in March 2009 the Company 
issued £378m of private placement notes to institutional investors in the US and Europe. At 12 September 2009, these have an average remaining duration of 6.2 years 
and an average fixed coupon of 7.1%. The other significant core committed debt facilities comprise a £150m debenture loan and a £120m EIB loan which mature in 
2013 and 2015 respectively.

Uncommitted bank borrowing facilities are normally reaffirmed by the banks annually, although they can theoretically be withdrawn at any time.

Refer to note 9 for details of the group’s capital commitments and to note 27 for a summary of the group’s guarantees. An assessment of the group’s current liquidity 
position is given in the ‘Financial review’ section of the annual report on page 25. The uncommitted total facility of £853m in the table above differs from the uncommitted 
credit lines referred to in the Financial review by £12m. This relates to the net amount of uncleared receipts, recognised in bank overdrafts.
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25. Financial instruments continued
j) Capital management
The capital structure of the group is presented in the balance sheet. Note 21 provides details on equity and note 18 on loans and overdrafts. Short and medium-term 
funding requirements are provided by a variety of loan and overdraft facilities, both committed and uncommitted, with a range of counterparties and maturities.  
Longer term funding is sourced from a combination of these facilities, the private placement notes and committed syndicated loan facilities.

The board’s policy is to maintain a strong capital base so as to maintain investor, creditor and market confidence and to enable successful future development of the 
business. The board monitors return on capital by division and determines the overall level of dividends payable to shareholders.

From time to time the group purchases its own shares in the market. The shares are purchased to satisfy awards under the group’s share option scheme and long-term 
incentive plan. Once purchased, shares are not sold back into the market. The group does not have a defined share buy-back plan.

There were no changes to the group’s approach to capital management during the year. Neither the Company nor any of its subsidiaries are subject to externally 
imposed capital requirements.

26. Lease commitments
Operating leases
The group acts as a lessee, lessor and sub-lessor both for land and buildings and plant & machinery under operating leases.

Sublease receipts of £2m (2008 – £3m) were recognised in the income statement in the period, the majority relating to operating leases. The total of future minimum 
sublease receipts expected to be received is £34m (2008 – £29m).

Under the terms of the lease agreements, no contingent rents are payable.

The future minimum lease payments under operating leases are as follows:

								        	 2009	 2008 
 								        	 £m	 £m

Within one year						      	  100	 87
Between one and five years						      	  333	 308
After five years						      	  1,224	 1,130

								        	  1,657	 1,525

Finance leases
Finance lease liabilities are payable as follows:

				    	 2009			   2008 
				    	 minimum		  	 minimum		   
				    	 lease	 2009	 2009	 lease	 2008 	 2008 
				    	 payments	 interest	 principal	 payments	 interest 	  principal 
				    	 £m	 £m	 £m	 £m	  £m 	  £m

Within one year		  	  1	  1	  –	 1	 –	 1
Between one and five years		  	  3	  2	  1	 4	 3	 1
After five years			    41	  29	  12	 42	 30	 12

				    	  45	  32	  13	 47	 33	 14
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27. Contingencies	
Litigation and other proceedings against companies in the group are not considered material in the context of these financial statements.

The group has not adopted the amendments to IAS 39 in relation to financial guarantee contracts which apply for periods commencing on or after 1 January 2006. 
Where group companies enter into financial guarantee contracts to guarantee the indebtedness of other group companies, the group considers these to be insurance 
arrangements and accounts for them as such in accordance with IFRS 4. In this respect, the guarantee contract is treated as a contingent liability until such time as it 
becomes probable that the relevant group company issuing the guarantee will be required to make a payment under the guarantee.

As at 12 September 2009, group companies have provided guarantees in the ordinary course of business amounting to £597m (2008 – £196m).

28. Related parties
The group has a controlling related party relationship with its parent company, which is also its ultimate parent company (see note 30). The group also has a related 
party relationship with its associates and joint ventures (see note 30) and with its directors. In the course of normal operations, related party transactions entered into  
by the group have been contracted on an arm’s length basis.

Material transactions and year end balances with related parties were as follows:

								        	  2009	  2008 
								        Sub note	  £000 	  £000

Charges to Wittington Investments Limited in respect of services provided by the Company and its subsidiary undertakings		  	  201	 271
Dividends paid by ABF and received in a beneficial capacity by:
(i)	 trustees of the Garfield Weston Foundation						      1	  6,142	 6,063
(ii)	 directors of Wittington Investments Limited who are not trustees of the Foundation				    	  806	 780
(iii)	 directors of the Company who are not trustees of the Foundation and are not directors of Wittington Investments Limited	 2	  12	 15
(iv)	 a member of the Weston family employed within the ABF group					     3	  596	 576
Sales to fellow subsidiary undertakings on normal trading terms						      4	  2,246	 2,438
Sales to a company with common key management personnel						      5	  4,448	 3,551
Amounts due from fellow subsidiary undertakings on normal trading terms					     4	  193	 872
Amounts due from a company with common key management personnel					     5	  508	 332
Sales to joint ventures and associates on normal trading terms						      6	  328,915	 25,087
Purchases from joint ventures and associates on normal trading terms					     6	  221,774	 78,929
Amounts due from joint ventures and associates						      6	  95,068	 13,270
Amounts due to joint ventures and associates						      6	  23,321	 4,438

1. 	� The Garfield Weston Foundation (‘the Foundation’) is an English charitable trust, established in 1958 by the late W Garfield Weston. The Foundation has no  
direct interest in the Company, but as at 12 September 2009 was the beneficial owner of 683,073 shares (2008 – 683,073 shares) in Wittington Investments Limited 
representing 79.2% (2008 – 79.2%) of that company’s issued share capital and is, therefore, the Company’s ultimate controlling party. At 12 September 2009  
trustees of the Foundation comprised two children and two grandchildren of the late W Garfield Weston and five children of the late Garry H Weston.

2.	� Details of the directors are given on pages 28 and 29. Their beneficial interests, including family interests, in the Company and its subsidiary undertakings are given  
on page 47. Key management personnel are considered to be the directors, and their remuneration is disclosed within the Remuneration report on page 44.

3.	� A member of the Weston family who is employed by the group and is not a director of the Company or Wittington Investments Limited and is not a Trustee  
of the Foundation.

4.	� The fellow subsidiary undertaking is Fortnum and Mason plc.
5.	� The company with common key management personnel is George Weston Limited, in Canada.
6.	� Details of the group’s principal joint ventures and associates are set out in note 30.

Amounts due from joint ventures and associates comprise £19m of finance lease receivables due from a joint venture (see note 14) and £50m of loan receivables  
due from joint ventures. The remainder of the balance is trading balances. The loan receivables are all non-current, and all but £1m of the finance lease receivables  
are non-current.

29. Subsequent events
On 14 September 2009, Illovo concluded a ZAR 3bn rights issue to fund further expansion projects in Africa. The issue was 99.4% subscribed. ABF took up its 51% 
entitlement at a cost of £126m. The rights issue reduces the group’s consolidated net debt by £119m.

On 2 November 2009, Twinings announced that it was entering a period of consultation with employees over a proposed reorganisation of its tea manufacturing 
operations. The charge for this reorganisation is expected to be £19m and will be included in the income statement for the 2009/10 financial year.
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The group’s interest in subsidiaries are all equity investments.

British Sugar (Overseas) Limited operates subsidiaries and joint ventures in Europe and Asia. Other than this company, each subsidiary operates mainly in its country  
of incorporation.

30. Group entities	
Control of the group
The largest group in which the results of the Company are consolidated is that headed by Wittington Investments Limited, the accounts of which are available  
at Companies House, Crown Way, Cardiff CF14 3UZ. It is the ultimate holding company, is incorporated in Great Britain and is registered in England.

At 12 September 2009 Wittington Investments Limited together with its subsidiary, Howard Investments Limited, held 431,515,108 ordinary shares (2008 – 431,515,108) 
representing in aggregate 54.5% (2008 – 54.5%) of the total issued ordinary share capital of Associated British Foods plc.

Significant subsidiaries
A list of the group’s significant subsidiaries is given below. The entire share capital of the companies listed is held within the group except where percentages are shown. 
These percentages give the group’s ultimate interest and therefore allow for the situation where subsidiaries are owned by partly owned intermediate subsidiaries.

manufacturing activities	 country of incorporation	
AB Agri Limited� UK
AB Brasil Industria e comercio de Alimentos LTDA� Brazil
AB Enzymes GmbH� Germany
AB Enzymes Oy� Finland
ABF Grain Products Limited� UK
AB Food & Beverages Australia Pty Ltd� Australia
AB Food & Beverages Philippines, Inc.� Philippines
AB Food & Beverages (Thailand) Limited� Thailand
AB Mauri Food, S.A.� Spain
AB Mauri India (Private) Limited� India
Abitec Corporation� US
ABNA (Shanghai) Feed Co., Ltd � China
AB World Foods Limited� UK
ACH Food Companies, Inc.� US
Alimentos Capullo.S.de R.L.de C.V.� Mexico
Anzchem Pty Limited� Australia
Azucarera Ebro, S.L.U.� Spain
Bo Tian Sugar Industry Company Limited (65%)� China
British Sugar (Overseas) Limited� UK
British Sugar plc� UK
BSO Polska S.A. (98%)� Poland
Calsa de Colombia S.A.S.� Colombia
Cereform Limited� UK
Compania Argentina de Levaduras S.A.I.C� Argentina
Food Investments Limited� UK
Foods International S.A.S. � France
G. Costa and Company Limited� UK
George Weston Foods Limited� Australia
George Weston Foods (NZ) Limited � New Zealand
Germain’s (Ireland) Limited� Republic of Ireland
Germain’s Technology Group NA Inc.� US
Germain’s Technology Group Polska Sp. z.o.o.� Poland
Guangxi Bo Hua Food Co., Ltd (71%)� China
Guangxi Boqing Food Co., Ltd (60%)� China
Guangxi Boxuan Food Co., Ltd (70%)� China
Harbin Mauri Yeast Co., Ltd (85%)� China
Hebei Mauri Food Co., Ltd� China
Illovo Sugar Limited (51%)� South Africa
Illovo Sugar (Malawi) Limited (39%)� Malawi
Innovative Cereal Systems LLC.� US 

manufacturing activities	 country of incorporation
Jacksons of Piccadilly Limited� UK
Kilombero Sugar Company Limited (28%)� Tanzania
Liaoning Liaohe Aimin Feed Co., Ltd� China
Liaoning Liaohe Yingpeng Feed Co., Ltd� China
Maragra Acucar SARL (38%)� Mozambique
Mauri Fermentos II, SA (96%)� Portugal
Mauri La-Nga Fermentation Co., Ltd (66%)� Vietnam
Mauri Lanka (Private) Limited� Sri Lanka
Mauri Maya Sanayi A.S.� Turkey
Mauri Products Limited� UK
Patak’s Breads Limited� UK
Patak’s Foods Limited � UK
Premier Nutrition Products Limited� UK
R. Twining & Co., Ltd� US
R. Twining and Company Limited� UK
Serrol Ingredients Pty Limited� Australia
Shanghai AB Food & Beverages Co., Ltd� China
SPI Pharma Inc.� US
SPI Pharma S.A.S.� France
The Billington Food Group Limited� UK
The Jordans & Ryvita Company Limited (62%)� UK
Twinings North America Inc.� US
Ubombo Sugar Limited (31%)� Swaziland
Wander AG� Switzerland
Yeast Products Company� Republic of Ireland
Zambia Sugar plc (46%)� Zambia
Retailing activities
Lojas Primark Portugal-Exploracao, Gastao e Administracao 
   de Espacos Comerciais S.A.� Portugal
Primark� Republic of Ireland
Primark Deutschland GmbH� Germany 
Primark Netherlands NV� Netherlands
Primark NV� Belgium
Primark Stores Limited� UK
Primark Tiendas S.L.U.� Spain
investment and other activities
ABF European Holdings & Co SNC� Luxembourg
ABF Investments plc� UK
Talisman Guernsey Limited� Guernsey, Channel Islands
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30. Group entities continued
Interest in joint ventures and associates
A list of the group’s significant interests in joint ventures and associates is given below: 

							        	 Issued ordinary 
							       Country of	 share capital 
							       incorporation	 Total	 Group %

Australasian Lupin Processing Pty Ltd					     Australia	 A$2	 50
C. Czarnikow Limited					     UK	 £1,000,000	 43
Chiltern Bakeries Limited					     UK	 £100	 44
Compania de Melazas					     Spain	 €10,000	 50
Frontier Agriculture Limited					     UK	 £36,000,104	 50
Harper-Love Adhesives Corporation					     US	 US$13,200	 50
Levaduras Collico S.A.					     Chile	 CLP1,834,390,000	 50
Murray Bridge Bacon Pty Ltd					     Australia	 A$12,000,000	 20
New Food Coatings Pty Ltd					     Australia	 A$150,000	 50
Qingdao Xinghua Cereal Oil & Foodstuff Co., Ltd 					     China	 CNY24,844,000	 25
Roal Oy						      Finland	 €3,196,000	 50
Stratas Foods LLC					     US	 US$2	 50
Uniferm Verwaltungs GmbH					     Germany	 €2	 50
Vivergo Fuels Limited					     UK	 £60,800,000	 45

There is no significant loan capital in any of the joint ventures or associates. Each joint venture and associate carries out manufacturing and food processing activities  
and operates mainly in its country of incorporation.

The companies listed herein are those subsidiaries, joint ventures and associates whose results or financial position, in the opinion of the directors, principally affected  
the figures shown in these annual accounts as a list of all group companies would result in information of excessive length being given. A full list of subsidiaries will be 
annexed to the next annual return of Associated British Foods plc delivered to the Registrar of Companies.

31. Accounting estimates and judgements
Key sources of estimation uncertainty
In applying the accounting policies detailed on pages 58 to 63, management has made appropriate estimates in many areas and the actual outcome may differ from 
those calculated. The key sources of estimation uncertainty at the balance sheet date that have a significant risk of causing material adjustment to the carrying value  
of assets and liabilities within the next financial year are:

Forecasts and discount rates
The carrying values of a number of items on the balance sheet are dependent on estimates of future cash flows arising from the group’s operations which, in some 
circumstances, are discounted to arrive at a net present value:

•	  �the carrying value of goodwill must be assessed for impairment at least annually and also when there is an indication that it may be impaired. This assessment 
involves comparing the book value of goodwill with its recoverable amount (being the higher of its value in use and its fair value less costs to sell). Value in use  
is determined with reference to projected future cash flows discounted at an appropriate rate. Both the projected future cash flows and the discount rate applied 
involve a significant degree of estimation uncertainty; and

•	  �the realisation of deferred tax assets recognised in the balance sheet is dependent on the generation of sufficient future taxable profits in the jurisdictions in which  
the deferred tax assets arise. The group recognises deferred tax assets when it is more likely than not that they will be recovered, based on an assessment of the 
likelihood of there being sufficient taxable profits in the future.

Post-retirement benefits
The group’s defined benefit pension schemes and similar arrangements are assessed annually in accordance with IAS 19. The accounting valuation, which has been 
assessed using assumptions determined with independent actuarial advice, resulted in an asset of £16m and a liability of £122m being recognised as at 12 September 2009. 
The size of these assets and liabilities is sensitive to the market value of the assets held by the schemes, to the discount rate used in assessing actuarial liabilities, to the 
actuarial assumptions which include price inflation, rates of pension and salary increases, mortality and other demographic assumptions and to the level of contributions. 
Further details are included in note 12.

Provisions
As described in the accounting policies on pages 58 to 63, provisions are measured at the directors’ best estimate of the expenditure required to settle the obligation  
at the balance sheet date. These estimates are made taking into account a range of possible outcomes.
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31. Accounting estimates and judgements continued
Property, plant & equipment residual values and useful lives
These assets are written down to their estimated residual values over their anticipated useful lives using the straight-line basis. Management reviews residual values 
annually considering market conditions and projected disposal values. In assessing useful lives, maintenance programmes and technological innovations are considered. 
The carrying value of property, plant & equipment is disclosed in note 9.

Biological assets
Cane roots valuation – the escalated average cost of planting cane roots is adjusted for the remaining expected life. This requires an estimation by management of the 
average number of ratoons expected from the crop. The carrying value of cane roots is disclosed in note 10.

Growing cane valuation – growing cane is valued using the estimated sucrose content at the estimated sucrose price for the following season, less the estimated costs  
for harvesting and transport. The estimated sucrose content requires management to assess the expected cane and sucrose yields for the following season considering 
weather conditions and harvesting programmes. In assessing the estimated sucrose price, management is required to assess into which markets the forthcoming crop  
will be sold and assess domestic and export prices as well as the related foreign currency exchange rates. The carrying value of growing cane is disclosed in note 10.

Cash flow hedge accounting
The group enters into various types of hedging or forward contracts for the buying and selling of currencies and commodities. The contracts often fall within the scope  
of IAS 39 and accordingly have to be marked to market. Where appropriate, these contracts are accounted for as cash flow hedges, which allows, to the extent the 
hedges are effective, the change in values of the derivatives to be deferred in equity. In order to achieve and maintain cash flow hedge accounting, it is necessary for  
the group to determine, at inception and on an ongoing basis, whether a forecast transaction is highly probable and whether the hedge is effective. This requires both 
subjective and objective measures of determination.

Exceptional items
The directors consider that items of income or expense which are material by virtue of their nature and amount should be disclosed separately if the financial statements 
are to fairly present the financial position and financial performance of the entity. The directors label these items collectively as ‘exceptional items’. Determining which 
transactions are to be considered exceptional in nature is often a subjective matter. However, circumstances that the directors believe would give rise to exceptional items 
for separate disclosure might include major business restructurings, impairments and reversals of impairments.

All exceptional items are included in the appropriate income statement line item to which they relate. In addition, for clarity, separate disclosure is made of all exceptional 
items in one column on the face of the income statement, with additional explanation in the notes.

Taxation
The income tax expense recorded in the income statement is dependent on the tax rates in effect at the balance sheet date, unless new tax rates have been enacted  
or substantively enacted.

The level of current and deferred tax recognised is also dependent on subjective judgements as to the outcome of decisions to be made by the tax authorities in the 
various tax jurisdictions around the world in which the group operates. It is necessary to consider the extent to which deferred tax assets should be recognised based  
on an assessment of the extent to which they are regarded as recoverable.

Fair values on acquisition
The group is required to bring acquired assets and liabilities on to the consolidated balance sheet at their fair value. Items of plant and equipment and the associated 
property interests often have long operating lives, hence determination of the fair values can require a significant degree of judgement. Acquisitions often also result in 
significant intangible benefits being brought into the group, some of which qualify for recognition as intangible assets. Other such benefits do not meet the recognition 
requirements of accounting standards and form part of goodwill. Significant judgement can be required in the assessment and valuation of these intangible assets,  
often with reference to internal data and models. Professional valuers are engaged where it is deemed appropriate to do so. Fair values on major acquisitions are disclosed 
in note 22.
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Company balance sheet
at 12 September 2009

								        	 2009	 2008 
								        Note	 £m	 £m

fixed assets
Intangible assets						      1	  39	 44
Investments in subsidiaries						      2	  626	 444

								        	  665	 488

current assets
Debtors
– due within one year						      3	  2,478	 2,239
– due after one year						      3	  1,432	 1,372
Cash at bank and in hand						      	  29	 4

								        	  3,939	 3,615

creditors: amounts falling due within one year
Bank loans and overdrafts – unsecured						      	  (216)	 (34)
Other creditors						      4	  (1,136)	 (1,067)
Provisions						      5	 (122) 	 (2)

								        	  (1,474)	 (1,103)

net current assets						      	  2,465	 2,512

total assets less current liabilities						      	  3,130	 3,000
creditors: amounts falling due after one year
Bank loans – unsecured						      	  (496)	 (589)
Amounts owed to subsidiaries						      4	 (2,421) 	 (2,119)

								        	  (2,917)	 (2,708)

net assets excluding pension liability						      	  213	  292 
Net pension liability						      	  (8)	 (6)

net assets						      	  205	 286 

					   
capital and reserves
Issued share capital						      6	  47	 47
Profit and loss reserve including pension reserve						      6	  158	 239

equity shareholders’ funds						      	  205	 286 

 
The financial statements on pages 107 to 111 were approved by the board of directors on 3 November 2009 and were signed on its behalf by:  
Charles Sinclair, Chairman and John Bason, Director.

Reconciliation of movements in equity shareholders’ funds
for the year ended 12 September 2009

								        	 2009	 2008 
								        	 £m	 £m

Profit for the financial year						      	  91	 118
Net movement in own shares held						      	  (10)	 8
Actuarial losses on defined benefit pension scheme						      	  (1)	 –
Dividends						      	  (161)	 (156)

net reduction in equity shareholders’ funds						      	  (81)	 (30) 
Opening equity shareholders’ funds 						      	  286	 316

closing equity shareholders’ funds						      	  205	 286



++ Associated British Foods Annual Report and Accounts 2009108

Financial statements // Company financial statements

Accounting policies
for the year ended 12 September 2009

Basis of preparation
The financial statements are presented in sterling, rounded to the nearest million. They are prepared under the historical cost convention, except that derivative  
financial instruments are stated at their fair value, and in accordance with applicable United Kingdom accounting standards (UK GAAP) and the Companies Act 2006.

As permitted by s408(4) of the Companies Act 2006, a separate profit and loss account for the Company has not been included in these financial statements.  
As permitted by FRS 1, no cash flow statement for the Company has been included on the grounds that the group includes the Company in its own published 
consolidated financial statements. As permitted by FRS 8, no related party disclosures in respect of transactions with wholly owned subsidiaries have been included.

The Company has taken advantage of the exemption in FRS 25 – Financial Instruments: Disclosure and Presentation, not to prepare a note to the financial statements 
relating to financial instruments as the information is available in the published financial statements of the group.

Intangible assets – goodwill
Intangible assets consist of goodwill arising on acquisitions since 17 September 1998, being the excess of the fair value of the purchase consideration of businesses  
over the fair value of net assets acquired. Goodwill is capitalised in accordance with FRS 10 and amortised over its useful life, not exceeding 20 years. Goodwill previously 
written off against reserves has not been reinstated.

Investments in subsidiaries
Investments in subsidiaries are reported at cost less any provision for impairment.

Financial instruments
All financial assets and financial liabilities are measured initially at fair value, plus directly attributable transaction costs, and thereafter at amortised cost. 

Pensions and other post-employment benefits
The Company operates defined contribution and defined benefit pension schemes. Contributions to the defined contribution scheme are charged to the profit and loss 
account as they become payable. The principal defined benefit scheme is a multi-employer scheme and the Company is unable to identify its share of underlying assets 
and liabilities on a consistent and reasonable basis. Hence, contributions to this scheme are accounted for as if they were contributions to a defined contribution scheme. 
The Company has one small unfunded defined benefit scheme which it accounts for in accordance with FRS 17 using the advice of professional actuaries. The amount 
charged to the profit and loss account is the cost of benefits accruing to employees over the year, plus any benefit improvements granted to members during the year.  
It also includes a charge equal to the expected interest on plan liabilities over the year. The present value of plan liabilities is disclosed as a liability on the balance sheet 
net of any related deferred tax.

Share-based payments
The Share Incentive Plan allows employees of the Company to receive allocations of shares to be distributed subject to attainment of certain financial performance 
criteria and typically after a three-year performance period. The fair value of the shares to be awarded is recognised as an employee expense with a corresponding 
increase in reserves. The fair value is measured at grant date and spread over the period during which the executives become unconditionally entitled to the shares.  
The fair value of the shares allocated is measured taking into account the terms and conditions under which the shares were allocated. The amount recognised as  
an expense is adjusted to reflect the actual number of shares that vest.

Where the Company grants allocations of shares to employees of its subsidiaries, these are accounted for on the same basis as for allocations to employees of the 
Company, except that the fair value is recognised as an increase to investment in subsidiaries with a corresponding increase in reserves.

The Share Option Scheme (1994) and Executive Share Option Scheme (2000) allow executives to acquire shares of the Company. The fair value of options granted  
is recognised as an employee expense with a corresponding increase in reserves. The fair value is measured at grant date and spread over the period during which the 
executives become unconditionally entitled to the options. The fair value of the options granted is measured using a binomial lattice model, taking into account the terms 
and conditions upon which the options were granted. The amount recognised as an expense is adjusted to reflect the actual number of share options that vest except 
where forfeiture is only due to share prices not achieving the threshold for vesting.

Shares in the Company are held in a separate trust and are shown at cost as a deduction in arriving at equity shareholders’ funds.

New accounting policies
Amendment to FRS 8 – Related party disclosures (effective for accounting periods beginning on or after 6 April 2008).

The amendment to FRS 8 eliminates the disclosure exemption for transactions with subsidiaries that are 90% owned or more. The disclosure exemption is still applicable 
to wholly owned subsidiaries. The amendment requires the disclosure of corresponding amounts, where applicable.
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Notes to the Company financial statements
for the year ended 12 September 2009

1. Intangible assets – goodwill
										          £m

cost
At 13 September 2008 and 12 September 2009							       	 71

amortisation 
At 13 September 2008								         27
Provided during the year								        5

At 12 September 2009							       	  32

net book value
Net book value at 13 September 2008								        44

Net book value at 12 September 2009							       	  39

 
2. Investments in subsidiaries
										          £m

At 13 September 2008								        444
Additions								        182

At 12 September 2009							       	 626

 
The additions relate to an increase in the investment of the Company’s wholly owned subsidiary, ABF Investments plc, and the allocation of shares under the  
Share Incentive Plan to employees of the Company’s subsidiaries.

There were no provisions for impairment in either year.

 
3. Debtors
								        	 2009	 2008 
								        	 £m	 £m

amounts falling due within one year
Amounts owed by subsidiaries						      	  2,430	 2,208
Other debtors						      	  3	 5
Corporation tax recoverable						      	  45	 26

								        	  2,478	 2,239

amounts falling due after one year
Amounts owed by subsidiaries						      	  1,406	 1,372
Amounts owed by joint ventures						      	  26	 –

								        	  1,432	 1,372

 
The amount owed by joint ventures comprises a loan and accrued interest owed by Vivergo Fuels Limited. 

The directors consider that the carrying amount of debtors approximates their fair value. 

 
4. Other creditors
								        	 2009	 2008 
								        	 £m	 £m

amounts falling due within one year
Other taxation and social security						      	  1	 1
Accruals and deferred income						      	  17	 16
Amounts owed to subsidiaries						      	  1,118	 1,050

								        	  1,136	  1,067

amounts falling due after one year
Amounts owed to subsidiaries						      	  2,421	 2,119

 
The directors consider that the carrying amount of creditors approximates their fair value. 
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 5. Provisions
										          £m

At 13 September 2008								        2
Created									         122
Utilised									         (2)

At 12 September 2009							       	  122

 
Provisions comprise deferred consideration of £122m received in August 2009 in respect of the proposed disposal of the group’s Polish sugar business.

 
6. Capital and reserves
									          Ordinary 
								         Deferred 	  shares of 
								         shares of 	 515⁄22p 	  Nominal  
								         £1 each 	  each 	  value 
								         000 	  000 	  £m 

authorised
At 13 September 2008 and 12 September 2009						      2,000	 1,054,950	 62

issued and fully paid
At 13 September 2008 and 12 September 2009						      2,000	 791,674	 47

 
The deferred shares became redeemable on 1 August 1997. The amount payable by the Company on redemption is the amount paid up on the deferred shares. 
Redemption is at the sole discretion of the Company.

Deferred shares carry no voting rights and have no rights to dividends or other income distributions. In the event of a winding-up, repayment in respect of the deferred 
shares ranks after repayment of amounts paid up on the ordinary shares of the Company. The deferred shares are entitled to repayment of amounts paid up, but have 
no entitlement to any surplus.
									         Profit and 
								        Share capital	 loss reserve	 Total 
								        £m	 £m	 £m

At 13 September 2008						      47	 239	 286
Net movement in own shares held						      –	 (10)	 (10)
Actuarial losses on defined benefit pension scheme						      –	 (1)	 (1)
Profit for the year						      –	 91	 91
Dividends						      –	 (161)	 (161)

At 12 September 2009					     	 47	 158	 205

Dividends
Details of dividends paid and proposed are provided in note 6 to the consolidated financial statements.

Own shares held reserve and share-based payments
Ordinary shares already issued and subject to option under the Associated British Foods plc 1994 Share Option Scheme and the Executive Share Option Scheme 2000,  
or subject to allocation under the Associated British Foods plc Executive Share Incentive Plan 2003, are held in a separate trust. The trust is funded by the Company.  
At 12 September 2009, the trust held 3,906,757 (2008 – 2,102,133) ordinary shares of the Company. The market value of these shares at the year end was  
£33m (2008 – £17m). The trust has waived its right to dividends. Refer to note 23 of the consolidated financial statements for further information on the group  
and Company’s share-based payment plans.

 
7. Contingent liabilities
Where the Company enters into financial guarantee contracts to guarantee the indebtedness of other companies within its group, the Company considers these to  
be insurance arrangements and accounts for them as such. The guarantee contract is treated as a contingent liability until such time as it becomes probable that the 
Company will be required to make a payment under the guarantee.

The Company has provided £283m of guarantees in the ordinary course of business as at 12 September 2009 (2008 – £nil). These relate primarily to insurance payment 
obligations, the deferred consideration received described in note 5, and the fulfilment of obligations to the Rural Payments Agency in respect of income received by  
a subsidiary under the Sugar Restructuring Aid Scheme. The guarantee relating to deferred consideration expires in March 2010. The guarantee to the Rural Payments 
Agency is expected to be required until June 2010, when the Company expects the subsidiary to have fulfilled its obligations under the Scheme.

 

Notes to the Company financial statements continued
for the year ended 12 September 2009
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8. Related parties
The Company has a controlling related party relationship with its parent company, Wittington Investments Limited, which is also its ultimate parent company.  
The Company also has a related party relationship with its subsidiaries, associates and joint ventures and directors. In the course of normal operations, related party 
transactions entered into by the Company have been contracted on an arm’s length basis.

Material transactions and year end balances with related parties (excluding wholly owned subsidiaries) were as follows:

								        	 2009	 2008 
		  						      Sub note	 £000	 £000

Charges to Wittington Investments Limited in respect of services provided by the Company				    	  201	 271
Charges to a fellow subsidiary						      1	  1	 1
Dividends paid by the Company and received in a beneficial capacity by:
	 (i)	 trustees of the Garfield Weston Foundation						      1	  6,142	 6,063
	 (ii)	 directors of Wittington Investments Limited who are not trustees of the Foundation				    1	 806	 780
	 (iii)	 directors of the Company who are not trustees of the Foundation and are not directors of Wittington Investments Limited	 1	 12	 15
	 (iv)	 a member of the Weston family employed within the ABF group					     1	  596	 576
Sales to non-wholly owned subsidiaries on normal trading terms						      2	  19	 523
Interest income earned from non-wholly owned subsidiaries						      2	  2,172	 2,725
Amounts due from non-wholly owned subsidiaries						      2	  114,891	 67,450
Amounts due to non-wholly owned subsidiaries						      2	 10	 13
Other income from joint ventures and associates on normal trading terms					     2	 14	 1
Interest income earned from joint ventures						      2	 231	 507
Amounts due from joint venture (debtor due after more than one year)					     2	  26,331	 –

1.	 Details of the nature of the relationships with these bodies are set out in notes 28 and 30 of the consolidated financial statements.
2.	 Details of the Company’s subsidiaries, associates and joint ventures are set out in note 30 of the consolidated financial statements.

9. Other information

Emoluments of directors
The remuneration of the directors of the Company is shown in the Remuneration report for the group on page 44.

Employees
The Company had an average of 98 employees in 2009 (2008 – 91).

The Company is a member of the Associated British Foods Pension Scheme, providing benefits based on final pensionable pay. Prior to 6 April 2006 some of the 
employees of the Company were members of the British Sugar Pension Scheme. On 6 April 2006, the British Sugar Pension Scheme was merged with the Associated 
British Foods Pension Scheme. Because the Company is unable to identify its share of the scheme’s assets and liabilities on a consistent basis, as permitted by FRS 17,  
the scheme is accounted for by the Company as if it were a defined contribution scheme.

On 30 September 2002 the Scheme was closed to new members, with defined contribution arrangements introduced for these members. For the defined contribution 
scheme, the pension costs are the contributions payable.

The last actuarial valuation of the Associated British Foods Pension Scheme was carried out as at 5 April 2008. At the valuation date the total market value of the assets  
of the Scheme was £2,223m and represented 93% of the benefits that had accrued to members after allowing for expected future increases in earnings. Following 
completion of the actuarial valuation, the Company agreed to make five annual payments of £30m in order to eliminate the deficit at 5 April 2008. The first of these 
payments was made in March 2009.

The particulars of the actuarial valuation of the Scheme are contained in note 12 in the consolidated financial statements. There is no material difference in the valuation 
methodologies under IAS 19 and FRS 17.

Auditors’ fees
Note 2 to the consolidated financial statements of the group provides details of the remuneration of the Company’s auditors on a group basis.
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Progress report
Saturday nearest to 15 September

						      2005	 2006	 2007	 2008	 2009 
						      £m	 £m	 £m	 £m	 £m

Revenue					    5,622	 5,996	 6,800	 8,235	  9,255

Adjusted operating profit			    	 555	 561	 622	 664	  720
Exceptional items			    	 –	 (97) 	 –	 (46)	  –
Amortisation of non-operating intangibles				    (25)	 (41)	 (74)	 (74)	  (82)
Profits less losses on sale of property, plant & equipment			    	 20	 10	 8	 10	  (1)
Inventory fair value adjustment			    	 –	 –	 –	 –	  (12)
Profits less losses on sale and closure of businesses			     	 (1)	 (4) 	 (39)	 5	  (65)
Provision for loss on termination of an operation			    	 (47)	 (8)	 –	 –	  –
Finance income				    49	 32	 20	 21	  17
Finance expense				    (34)	 (46)	 (55)	 (74)	  (95)
Other financial income				    10	 12	 26	 21	  13

Profit before taxation			    	  527	  419	 508	 527	  495
Income tax expense				    (141)	 (111)	 (108)	 (136)	  (112)

Profit after taxation			     	 386	  308	 400	 391	  383

 
Basic and diluted earnings per ordinary share (pence)			    	 48.0	 38.1	 46.7	 45.2	  45.5
Adjusted earnings per share (pence)			    	 52.5	  50.9	 52.9	 54.9	  57.7
Dividends per share (pence)			    	 18.0	 18.75	 19.5	 20.25	  21.0
 



• �Acquisition of the 
leading Iberian  
sugar producer, 
Azucarera Ebro

• �Sale of Polish  
sugar business

• �Restructuring of  
US packaged oils 
business – new  
joint venture, Stratas

• �Zambian cane sugar 
expansion completed  
– capacity doubled

• �Investment in  
Chinese beet and  
cane sugar

• �Enzyme capacity 
investment in  
Finland completed

• �Yeast and yeast  
extracts plant under 
construction in Harbin

• �New Primark stores  
in UK and Spain  
and first openings  
in the Netherlands, 
Germany and Portugal

• �US Private Placement 
secures long-term 
non-bank finance 

*	�� before amortisation of non-operating intangibles, 
profits less losses on the sale of PP&E, inventory  
fair value adjustment and exceptional items.

*�*	�before amortisation of non-operating intangibles, 
profits less losses on the sale of PP&E, inventory  
fair value adjustment, profits less losses on the sale 
and closure of businesses and exceptional items.

Profit before tax

£495m
Down 6%

Group revenue

£9.3bn
Up 12%

Adjusted operating profit*

£720m
Up 8%

Adjusted profit before tax**

£655m
Up 4%

Adjusted earnings  
per share**

57.7p
Up 5%

Dividends per share

21.0p
Up 4%

Net investment in  
capital expenditure and 
acquisitions less disposals

£832m

Net debt

£999m
Operating profit

£625m
Up 13%

Basic earnings per share

45.5p
Up 1%

Our highlights of the year

Directors’ report // Business review //Our highlights of the year Shareholder information // Company directory

Associated British Foods plc  
Registered office Weston Centre  
10 Grosvenor Street London W1K 4QY  
Company registered in England, number 293262 

Company Secretary  
Paul Lister 

Registrars and transfer office  
Equiniti 
Aspect House  
Spencer Road  
Lancing BN99 6DA 

Auditors  
KPMG Audit Plc Chartered Accountants 

Bankers  
Barclays Bank plc  
Lloyds Banking Group plc  
The Royal Bank of Scotland plc 

Brokers  
Credit Suisse Securities (Europe) Limited 
One Cabot Square London E14 4QJ 

Panmure Gordon & Co  
Moorgate Hall  
155 Moorgate London EC2M 6XB 

Timetable  
Interim dividend paid 3 July 2009  
Final dividend to be paid 8 January 2010  
Annual general meeting 4 December 2009  
Interim results to be announced 20 April 2010 

Website  
www.abf.co.uk 

Design and production  
35 Communications 

Photography  
Igor Emmerich  
Louisa Parry  
Mike Abrahams 
Bill Robinson 

Print  
This report has been printed on revive 50:50 Silk paper. 

This paper is made from pre and post consumer waste and virgin wood fibre, 
independently certified in accordance with the Forest Stewardship Council (FSC). 
It is manufactured at a mill that is certified to ISO 14001 environmental 
management standards. The pulp is bleached using an elemental chlorine free 
process. The inks used are all vegetable oil based. 

Printed at St Ives Westerham Press Ltd, ISO 14001, FSC certified  
and CarbonNeutral®

This report contains forward-looking statements. These have been made by the 
directors in good faith based on the information available to them up to the time  
of their approval of this report. The directors can give no assurance that these 
expectations will prove to have been correct. Due to the inherent uncertainties, 
including both economic and business risk factors underlying such forward-looking 
information, actual results may differ materially from those expressed or implied  
by these forward-looking statements. The directors undertake no obligation to 
update any forward-looking statements whether as a result of new information, 
future events or otherwise.
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Part of 
everyday   
life 
Expanding our  
sugar business 

Offering a bigger  
retail experience

Supplying world  
leading brands

Working on a  
global scale with 
ingredients 




