In summary

i# Overall sales in the year grew

1.7% to a record £218.3 million
and our share of the UK chocolate
market grew to circa 7.7%

# Thorntons’ centenary presents

opportunities to celebrate with
wonderful products and customer
and staff involvement

# A strategic review that found

significant underlying strength

in our brand, our multi-channel
distribution model, our market-
leading manufacturing capability
and our great people

# Confident that our plan is right for

the Company and the challenging
times in which we live

The past year has been challenging for
Thorntons, our customers and the economy.
Nevertheless, overall sales in the year grew
1.7% to £218.3 million and our share of
the UK chocolate market grew to circa 7.7%
which is a refection of the considerable
strength of our brand, the quality and value
it delivers and the role it plays in our
customers’ lives. This sales growth was
achieved despite the unprecedented impact
of the poor weather before Christmas and
the hottest Easter on record. This clearly
demonstrates the signifcant strategic
beneft of our multi-channel strategy.

2010/11 has seen one of the toughest
consumer spending environments we have
experienced and, as such, Retail, with the
exception of Thorntons Direct, has had a
diffcult year. This contrasts with another
strong year of growth for our Sales &
Operations channel where we continued
to grow our market share in our core
categories during key seasons, in particular
Easter, as well as through increased breadth
and depth of distribution.

Reported pre-tax proft before exceptionals
was £4.3 million (2010: £6.9 million)
whilst net debt was £24.5 million
(2010: £26.0 million).

We have continued to manage our costs
very tightly over the period and invested
where appropriate to improve effciency.
Following the renegotiation of the
outsourcing agreement of our IT services
in 2010, we have recently completed

the outsourcing of our warehousing

and distribution activities. This, together with
the ongoing benefts of our procurement
review and the recent restructuring of our
Head Offce cost base, should deliver a full
year beneft of £2.0 million that will fow
through in full in the 2012/13 fnancial year.

The year in review

Thorntons Centenary

2011 is our centenary year and as a
business we wanted to mark this occasion
with innovative products and moments

to remember with our customers and staff.

In the course of the year, we have produced
a number of unique products including
the “Jubilee Box” which contains 100

of Thorntons favourite chocolates as well
as new favours such as Lime and chilli,
Raspberry and Rose. We have also brought
back some old favourites in our sugar range
including chocolate éclairs and launched a
collectable ceramic toffee cabin, as well as
limited edition Chocolate Blocks including
classic favours such as English rose,
Cloudy lemonade and Bakewell tart.

Thorntons Master Chocolatier has created
a limited edition “Wonder Box” that are a
mix of heritage and contemporary favours
and also include a bar of chocolate which
tastes as chocolate would have done 100
years ago. All the chocolates have been
handmade in Thorntons’ kitchens.

To celebrate our anniversary with our
customers we have hidden 100 Golden
Keys in our chocolate blocks and the lucky
winners will get a behind-the-scenes trip
to the Thorntons chocolate factory during
Chocolate Week in October. Visiting 22
city centre locations over the frst half of
this year, our “Live Mechanical Chocolatier”
has brought some theatre to the streets

of Britain. In addition, in the summer,

a team of fve Thorntons employees cycled
from John O'Groats to Lands End covering
1,200 miles and visiting 100 Thorntons
stores along the way, all in the name of the
Company’s nominated charity, the NSPCC.

From September onwards Thorntons has
invited chocolate lovers around the country
to step inside its amazing Chocolate Kabin



to fnd a Golden Key to the chocolate
factory. The Kabin is a re-creation of

the delightful little chocolate shop frst
opened by Norman and Stanley Thornton.
The Kabin was unveiled in London

on 2 September and will travel to
Liverpool, Nottingham, Edinburgh

and Sheffeld thereafter.

Along with all these exciting activities,
we have also been celebrating our centenary
with our staff. A Gala Day for employees
and their families at Thornton Park was

a great success and we will be holding

a Centenary Ball in December.

Product innovation

The development of new and exciting
products will always be key to the success
and vibrancy of the Thorntons brand.

The period under review saw the successful
re-launch of our two core boxed chocolate
brands Continental and Classics in Retail,
as well as a refreshed Classic Collection

in our Commercial channel.

Our new Melts brand grew well over the

period and was joined by a new caramel
variety which was created with a unique,
two-tone shell delivered through our new
“triple-shot” technology.

Our children’s range has been re-launched
and we have seen some strong development
in our key seasonal lines, such as the launch
of our Bramble Bunny range at Easter.

We re-launched our Hampers and
Photoboxes in Thorntons Direct, which,
along with our Alphabet Truffes, drove
signifcant sales growth.

In spring 2011 we were thrilled to

be awarded four Gold Awards from

the Academy of Chocolate: three for the
chocolates in our Centenary “Wonder Box”
and one for our outstanding Tonka Chocolate

Block. Finally our Master Chocolatier
Keith Hurdman was awarded the accolade
of Joint Chocolatier of the Year, recognition
from within our industry not only of Keith’s
remarkable skill but also of the quality

of Thorntons’ products.

Retail

Total Retail sales, including Own Stores,
Franchise and Thorntons Direct, declined
8.2% to £139.5 million (2010:
£152.0 million).

Own Stores

Sales in Own Stores fell 8.9% to

£118.3 million over the period (2010:
£129.8 million). Like for like sales declined
by 7.9% refecting the signifcant impact
of the weak consumer environment,

the reduced footfall on high streets and
the aforementioned weather impacts

at Christmas and Easter.

During the period 18 stores were refurbished
or reformatted, 16 stores were closed and

three successfully re-sited, resulting in a total
of 364 stores at the year end (2010: 377).

Franchise

Franchise sales for the period declined 10.8%
to £11.6 million (2010: £13.0 million)
as they too suffered from the consumer
downturn. Over the year, eight independent
Franchise locations closed and six Birthdays
units in Eire went into liquidation and were
also closed. Nevertheless, we continue

to be encouraged by the interest in the
Thorntons Franchise, with 19 new
Franchise locations opening during the
period. This resulted in an overall increase
in the Franchise estate to 227 by the year
end (2010: 222).

Thorntons Direct

Overall Thorntons Direct sales grew 4.3%
to £9.6 million (2010: £9.2 million).

We continue to invest in improving the

customer experience, optimising online
conversion levels and creating a new contact
centre to improve our customer service.

Sales & Operations

Commercial sales

2011 was another strong year for our
Commercial channel, with sales increasing
25.9% to £78.8 million (2010: £62.6
million). The period was characterised by
our continued positive relationships with
the major supermarkets, where our
“mass-premium” positioning has helped
us to deliver category-leading initiatives
and further drive our leadership in our
core markets, as well as the overall
growth in these markets.

Thorntons now has 34% (2010: 30%)
of the inlaid box chocolate market in
the UK (Nielsen, July 2011).

During the period we were particularly
pleased with our 2.9% market share at
Easter (2010: 1.9%) where we participated
with our Commercial partners in their
core Easter promotions for the frst time.

In addition to this we have also seen
some pleasing development in gifting
opportunities for Eid and Diwali.

Manufacturing operations

In our manufacturing operations we delivered
strong and sustained improvements over
the period. Productivity improvements
continued to offset cost increases,

in particular in utilities. We achieved
volume growth of circa 5% with a virtually
fat overhead cost and the investment in
our new moulding line has delivered the
anticipated savings.

Service levels to our internal and commercial
customers increased further during the
period, exceeding 97% (2010: 96%).
Since the year end we outsourced our
warehouse and distribution functions
under a six-year contract. Over 130 of
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Achieving this
transformation over
the next three years
will deliver a stronger,
de-risked business in
a position of strength
for sustainable and
profitable growth

in the future.
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our colleagues have now transferred from
Thorntons to our partner. We thank them
and wish them well as we start this
new relationship.

Raw material prices saw further signifcant
increases during the period. Dairy products
increased by more than 20% and sugar by
more than 50%. Packaging materials and
diesel have also experienced signifcant price
increases. Our forward cover purchasing
during the period enabled us to avoid the
spike in the price of cocoa witnessed during
the period of political uncertainty in the
Ivory Coast. This is one of a number of
strategies that we have deployed to mitigate
these price increases. Improvements in
our procurement approach combined with
product and ingredient re-engineering have
also continued to help reduce some, though
not all, of these effects.

Export sales

Although starting from a low base,

Export sales increased strongly by 33.3%
to £3.6 million (2010: £2.7 million).
There was strong growth in duty free sales
and in the development of sales to a number
of territories including South Africa,
Singapore, Cyprus and Poland. Our business
in the Republic of Ireland also grew despite
the challenging economic conditions.

Notwithstanding these encouraging results,
we will shortly be commencing a strategic
review of international opportunities and
will report the results in approximately
twelve months’ time.

Future plans

At the end of the period | presented
our plans for the future of Thorntons.
This followed a strategic review that

found signifcant underlying strength in our
brand, our multi-channel distribution
model, our market-leading manufacturing
capability and our great people. The most
signifcant issues were identifed in our
Own Stores and addressing these
challenges is at the heart of our plan.

Our plan sets out to achieve three
key objectives:

= a proftable and rebalanced organisation:
a smaller Retail estate with a clear
proposition and offer. Growth in sales
and earnings from our Commercial and
Franchise channels which will more
than offset the reduction in Own Store
sales and earnings;

= a customer-focused business: serving
our customers where they choose to buy
from us with increased frequency of
purchase and improved advocacy; and

= arevitalised brand brought to life
in-store and online.

A profitable and

rebalanced organisation

Our Own Stores have been affected
in three ways over the past decade:

= there have been signifcant changes in
consumer shopping habits, notably the
growth of out of town centres and malls,
supermarkets and online shopping;

= our Commercial sales growth has
also impacted sales in our Own Stores
to some extent. Despite this growth
however, it is important to note that the
growth in our Commercial channel has
outweighed any possible loss to our
Own Stores many times over; and

= the current downturn has exacerbated
the weakness in many smaller towns
and shopping centres.



As a result of the above, a signifcant
number of our Own Stores now fnd
themselves poorly located with low
or declining proftability.

Our Own Stores can, and will be, key to
the future success of Thorntons, driving
proftable and sustainable sales and
showcasing our brand. We believe that
this can be achieved with an estate of
between 180 and 200 stores, located
primarily in the top 150 retail locations.
Taking advantage of the 179 lease expiries
over the next three years, we plan to close
around 120 stores and explore opportunities
to close a further 60 stores in weak locations
in the same time frame.

This will have signifcant implications
for our other channels:

= our Franchise estate will grow rapidly
as we open franchises in the majority of
locations where we close our Own Stores;

= our Commercial channel will become
the main sales channel over the next
three years as we see further growth
in supermarket sales driven by more
stores and greater demand from
customers; and

= our Thorntons Direct channel will
continue to grow in line with the online
gifting market. We will invest further
in our website and in new customer
relationship management systems as
we start to align the direct consumer
element of this channel with our
Own Stores channel.

Rebalancing our business across our
channels in this way will ensure that we
protect the capacity utilisation levels in our
factory by maintaining modest growth in
overall production levels.

A customer-focused business

We know and understand our core
customers well since many purchase
Thorntons across a number of our channels.
They tell us that they want us to improve
their experience in our Own Stores and

we have committed to investing in our
stores, in our products and in delivering

a truly engaging experience through our
store teams.

On average, our customers visit and purchase
from us fve times a year. Just under half
of our customers visit us only once or
twice a year. Our key customer objective

is to encourage existing customers to

visit and purchase more frequently.
Achieving just one extra visit and
purchase per year would transform

our Own Stores business.

A revitalised brand

We will revitalise our brand by bringing

it to life in our Own Stores, creating a
“theatre of the senses” that puts the special
touch back into the customer experience.
Key to delivering this is the creation of
a differentiated and less seasonal offer.
Whilst the brand will always be famous
for the key seasonal events, we will grow
the relevance for other gifting occasions
in our customers’ lives, for example
birthdays, anniversaries, congratulations,
or simple “I love you”, “thank you” and
“just because” moments.

We will deliver this by developing and
introducing new products including a
new range of delightful, innovative and
affordable gifts as well as introducing a
new fagship range of boxed chocolates.
We will signifcantly increase the number of
opportunities to personalise and customise
gifts, building on our heritage for the icing
of names and messages. We will introduce
some of the successful lines from our

Thorntons Direct channel into our stores,
including hampers and Alphabet Truffes.

All of this will be implemented in stores
that are easier to shop in and that highlight
the quality of our product, supported by
engaging and friendly store teams. Our Own
Stores will be the place to come for the “full”
Thorntons brand experience.

| am pleased to report that we are already
making progress in delivering these
improvements. In May of this year we
successfully introduced a number of new
initiatives in two of our stores. These new
initiatives included new fxtures and visual
merchandising approaches, many of which
will be rolled out across the estate

this autumn.

Achieving this transformation over the next
three years will deliver a stronger, de-risked
business in a position of strength for
sustainable and proftable growth in the
future. There is no doubt that we will be
undertaking this transformation in the face
of considerable and unprecedented adverse
economic headwinds. These headwinds,
nevertheless, reinforce our need for change.

This transformation will not be possible
without the continued support from the
passionate and committed people across
Thorntons, including our loyal franchisees.
Our colleagues’ response to our plan has
been positive and enthusiastic. | would
like to express my thanks for all their hard
work and efforts over the past year and for
their continued support during the exciting
and challenging period ahead of us.

Jonathan Hart
Chief Executive
6 September 2011



Key performance indicators
The Board uses fve key performance indicators to measure progress in building
shareholder value. These are shown below for the last two years:

Net sales movement 1.7% (0.1)%
Own Stores like for like sales growth (7.9)% (3.5)%
Proft before tax and exceptional items £4.3m £6.9m
Gross margin return on sales 46.2% 49.7%
Cash fow from operating activities £14.8m £15.1m

*For comparative purposes, proft before tax and exceptional items for 2010 has been re-presented in
2011 in order to refect the treatment of onerous lease and impairment provision charges as exceptional
items and bank arrangement fees as fnance costs, as per the 2011 fnancial accounts. Throughout this
report the represented numbers are used to discuss performance.

Sales
Thorntons’ sales are made through a number of channels, whose performance
is summarised below:

Own Stores 118.3 129.8 (8.9)%
Franchise 11.6 13.0 (10.8)%
Thorntons Direct 9.6 9.2 4.3%
Total Retail sales 139.5 152.0 (8.2)%
Sales & Operations 78.8 62.6 25.9%
Total sales 218.3 214.6 1.7%

A detailed review of the sales performance by channel is set out in the
Chief Executive’s report.

Exceptionals
The exceptional charge for 2011 is made up of the following items:

Onerous lease provisions 2.5 0.6
Asset impairment charge 1.8 0.2
One-off charge incurred with the outsourcing

of the warehousing and distribution facilities 0.7 —
Bank re-fnancing fees 0.4 —
Total 54 0.8

Reported proft before taxation and
exceptionals fell 37.3% to £4.3 million
(2010: £6.9 million). Whilst Group sales
grew by 1.7% to £218.3 million (2010:
£214.6 million), trading was particularly
challenging in the Retail channels due,
in part, to the adverse effect of weather
conditions over the key Christmas and
Easter trading periods. Lower Own Stores
and Franchise sales in the key trading
periods resulted in higher levels of
discounting to clear stocks, particularly
in the lead up to Easter.

At the end of the frst half of the year the
Company reported a proft before taxation
of £8.3 million (2010: £9.1 million).
However, Own Stores sales declined by
£6.6 million to £44.2 million in the second
half of the year with like for like sales of
(12.0)% in Own Stores. With lower Own
Store sales and higher levels of discounting
charges, the loss before taxation and
exceptionals in the second half was
£4.0 million (2010: £2.2 million).

As a result of the signifcant decline in Own
Store trading and proftability over the year,
a substantial provision has been made for
onerous leases. Of the charge, £1.0 million
relates to two stores in Eire where trading
has been particularly challenging.

Further details of the calculation of the
asset impairment charge of £1.8 million
are set out in note 12 to these accounts.

The charge incurred on the outsourcing of
the warehousing and distribution facilities
relates to one-off redundancy charges and
transition costs as the supplier takes
control of the operations.

The Company'’s banking facilities were
due for renewal in August 2012 but were
successfully re-negotiated in June 2011.
The charge of £0.4 million includes the



write-off of arrangement fees amortised in
line with the term of the old facilities and
professional fees incurred in setting up
the new facilities.

Gross margin return on sales

Gross proft margin percentage reduced by
3.5 percentage points for the year to 46.2%
(2010: 49.7%). A number of factors
contributed to this decline:

= as a result of the successful growth of
Commercial, sales from this channel
now represent 36.1% of total Company
sales (2010: 29.2%). Commercial
sales are made at wholesale prices
and consequently reduce the overall
gross margin percentage;

= higher levels of discounting and
promotional support costs were
incurred in both the Own Stores
and Commercial channels;

= changes in product mix principally due
to the growth in lower margin value boxes
in Own Stores and seasonal exclusive
lines in the Commercial channel;

= raw material costs increased over the
period and, despite the continuation
of forward purchasing, ingredient
optimisation, product re-engineering
plus selective price increases, overall
gross margin was still impacted; and

= incremental costs were incurred across
all Channels as a result of the adverse
weather conditions in the Christmas
period. These costs were estimated
to be approximately £0.5 million.

We believe that the new strategy plus the
continued improvements in manufacturing
effciencies and the management of raw
material costs will, over time, contribute to
a recovery in our gross margin percentage.

Operating expenses

Operating expenses reduced by 3.2%

to £96.4 million (2010: £99.6 million).
As a percentage of sales, operating expenses
reduced from 46.4% in 2010 to 44.2%
in 2011.

The reduction in operating expenses

has come from the closure of 16 stores
in the year as well as from the benefts
of implementing sustainable cost-saving
initiatives in both the current and last
fnancial year. These initiatives have
included headcount reductions and
procurement work in IT, telecoms,

point of sale, marketing and other

areas of discretionary spend.

During the period £0.6 million (2010:
£0.1 million) of costs were incurred in
respect of the closure of 16 stores.

Other operating income

Other operating income increased to

£1.7 million (2010: £1.4 million).

Within other operating income, licensing
income increased from £1.0 million in 2010
to £1.3 million in 2011. This includes

the full year beneft of Thorntons branded
biscuit and chilled desserts licences, which
commenced during 2010, and the new
chocolate liquor licence, which commenced
during 2011. The levels of franchise income
and rent receivable remained relatively fat
year on year.

Taxation

The £0.8 million tax credit for the year
represents 76.4% of the loss before taxation
(2010 charge: 29.1% of proft before
taxation). The credit is higher than the
effective statutory rate of 27.5% and is due
to the tax effect of permanently disallowable
items and the effect of the change in the
corporation tax rate announced in the period.
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In summary

# Group sales grew by

1.7% to £218.3 million
(2010: £214.6 million)

# Profit before taxation

and exceptionals fell
37.3% to £4.3 million
(2010: £6.9 million)

# The Company’s banking

facilities were due for renewal
in August 2012 but were
successfully re-negotiated
in June 2011

# Operating expenses before

exceptional items reduced
by 3.2% to £96.4 million
(2010: £99.6 million)

# Net debt was £24.5 million

at the year end
(2010: £26.0 million)

Shareholders’ returns

and dividends

As a consequence of the challenging trading
conditions and the exceptional charges,
the basic loss per share equates to 0.4p
(2010: earnings per share of 6.5p).
Dividends paid in the year amounted to
6.05p per share (2010: 6.80p) which,
following the reasonable trading reported
for the frst half of the year, included an
interim dividend of 1.95p per share
(2010: 1.95p). With the trading losses
and exceptional charges reported in

the second half of the year, the Board

is recommending a nominal fnal dividend
of 0.25p be paid to shareholders in
November 2011, thus making a total
dividend of 2.20p (2010: 6.05p).

Cash and debt

Cash generated from operating activities
before taxation decreased from £15.1 million
to £14.8 million. The continued growth
in Commercial sales, combined with the
planned stock phasing for the new fnancial
year and the effects of cost infation,
contributed to higher year end stock levels
which increased by £6.6 million to
£37.0 million. The increased investment
in stock was partially funded through
improved payment terms from suppliers.

Net debt was £24.5 million at the year
end (2010: £26.0 million). In June 2011
the banking facilities were renewed.

The Group now has committed banking
facilities with HSBC, Lloyds TSB and
Barclays totalling £57.5 million through
to October 2015 and overdraft facilities

of £5.0 million.

Capital expenditure

Investment in fxed assets totalled

£5.9 million (2010: £5.7 million) of
which £1.9 million (2010: £1.5 million)
was funded through fnance leases.

In the frst half of the year £1.4 million
was spent on 18 store refts and three
resites. No further expenditure on store
refts was incurred in the second half of
the year as the development of a new
store format is underway. The balance of
£4.5 million was spent on completing a
new moulding line, product tooling and
other supply chain and IT improvements.

Pensions

The IAS 19 pension scheme defcit
increased from £24.2 million in 2010 to
£25.3 million at the 2011 year end. The
increase in the value of the equity markets
over the twelve months to June 2011
contributed to a £5.1 million increase in
the valuation of the pension scheme assets.
The increase was offset by the basis on
which the present value of the scheme’s
obligations are measured. The key changes
were an increase in infation assumption
from 3.30% per annum to 3.50% per
annum and an adjustment to the mortality
assumption for both current and future
pensioners to reduce the age adjustment
factor to +1 year to refect improvements
in life expectancy. These changes contributed
to actuarial losses of £5.2 million.

Information systems

System developments have continued

to ensure that the business remains
compliant with the credit card industry’s
PCI-DSS standard, which sets the security
standards for handling credit and debit
card transactions.

e

Mark Robson
Finance Director
6 September 2011



Thorntons PLC recognises it has social,
ethical and environmental responsibilities
arising from its operations and it is
committed to the welfare of its colleagues,
customers, suppliers and the communities
in which it operates.

Marketplace

Manufacturing our products

Food safety is of paramount importance to
our manufacturing processes and our single
site production facilities at Thornton Park
are regularly independently audited against
the exacting requirements of the British
Retail Consortium’s Global Standard

for Food Safety and were reaccredited

in June 2011 with its highest Grade A
status. Additionally our Commercial and
Retail brand customers regularly audit and
monitor our performance against their own
high standards.

Sourcing our materials

Our products use over 300 different raw
materials, which are sourced by suppliers
from all around the world. The majority
of our product range is made with natural
colouring and favours and our entire
children’s range contains no artifcial
colours or added preservatives.

We ensure ethical, social and environmental
standards are maintained through the supply
chain by auditing and visiting over 95%

of our suppliers, including those overseas,
on a regular basis. Our main concern

is food safety but our audits also review
ethics, health and safety, employee pay,
employment conditions, use of child labour
and environmental policies and practices.

Thorntons is a registered member of
GreenPalm, a certifcated trading programme
exclusively endorsed by the Roundtable on
Sustainable Palm Oil whereby manufacturers
offset their use of palm products by paying
a producer for an equivalent amount

produced sustainably. This gives producers
an incentive to work sustainably and allows
people whose livelihoods depend on palm
oil production to continue making a living.

Thorntons buys all of its cocoa from
suppliers that actively support the
International Cocoa Initiative and World
Cocoa Foundation (“WCF”) programmes
to improve the livelihoods of cocoa farm
families and promote responsible labour
practices. This ensures the ethical sourcing
of our cocoa and, in particular, minimises
the risk of purchasing cocoa from sources
which illegally use abusive or enforced
child labour. Thorntons is also itself a
member of the WCF which encourages
responsible sustainable cocoa farming
amongst small family-run farms.

Our customers

We believe in offering customers choices
about what they purchase and our product
ranges include organic, Fairtrade, no added
sugar and dairy-free products. As our
products are luxury gift items, they are

not viewed as part of a balanced diet,
but we do provide advice on consumption
and feature detailed nutritional advice on
pack labelling, where size permits, so that
customers can make an informed choice.
Thorntons also provides information on
specifc ingredients on request, for example
whether products are gluten free or
contain alcohol.

We undertake regular consumer surveys,
which include questions about ethics, and
respond to the results of these surveys
when developing our products. In addition
we obtain feedback from staff serving
customers in our stores of their perception
of issues that affect customer satisfaction
and build them into our plans.

Customer complaints and compliments are
handled centrally and we are proud of the

process we have established. All complaint
investigations are started within 24 hours
of receipt and we attempt to resolve each
one to the satisfaction of our customers.
Our policy is to communicate with our
customers in “plain English”. All complaints
are recorded so that we can undertake
detailed analysis, monitor trends and
identify key issues to further improve

our performance.

Workplace

Our employees

In addition to providing core remuneration
benefits including annual incentive
schemes, holidays, sick pay, life assurance
and pension provision, Thorntons offers a
fexible benefts programme, training and
development programmes, discounts and
participation in Company share scheme
offers. Employees and their immediate
families also have access to a confdential
counselling and legal assistance helpline
that operates 24 hours a day, 365 days

a year and the Company has a published
procedure for employees to report any
concerns confdentially (“whistle

blowing policy”).

We regularly survey our employees covering
a wide range of issues including Company
benefts, working conditions and working
relationships with the results of the survey
fed back to employees and used to identify
and implement improvements.

The Company has a formal process for
succession planning to ensure we develop
the capability to grow the business in line
with our long-term goals. Management
performance and development reviews
are conducted at least annually. We also
regularly monitor our staff turnover rates
and use exit interviews to understand
reasons why staff leave and ensure
improvements are made where appropriate.
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Training is available to all staff and we aim
to develop both individuals and teams in
line with our business needs such that we
grow our organisational capability.

Health and safety

In order to ensure continual improvement
in health and safety, Thorntons has a
three-year safety improvement programme
and central to this programme are regular
health and safety risk assessments.
Incidents and accidents are monitored and
reviewed in the workplace so that we can
take appropriate action to improve working
conditions whilst remaining focused

on reducing both the absolute number
of accidents and reportable accidents.
The lost time accident frequency rating
(a measure of the number of accidents per
100,000 hours worked) continues to improve
(2011: 2.1; 2010: 2.4; 2009: 2.6).

A Production Health and Safety Committee
meets regularly to discuss unresolved health
and safety matters and reviews statistics
on accidents and lost time accidents.

Independent external health and safety
audits are conducted at least once every
two years in both manufacturing and
Own Stores and improvements are made
in line with any recommendations.

Occupational health

Whilst always aiming to minimise accidents
occurring in the workplace, we also work
with our insurers and have improved our
occupational health service to employees
by providing post-accident access to private
medical services, which can assist with
the rehabilitation process. We also use an
external occupational health company and a
doctor to provide us with health management
services. Free eye tests and spectacles,
where required, are provided for all VDU

operatives. We also have a wellbeing
policy to help deal with stress at work.

Environment

Energy and waste

Our major impacts on the environment
are energy use and the generation of
waste and our priorities lie in improving
our environmental performance in these
areas. Our usage of gas, electricity and
water is regularly monitored, as is our
waste recycling and landfll performance.
Submeters for all utilities are installed
throughout our manufacturing facility which
improves our monitoring and aids us in
targeting specifc areas for improvements.

A number of initiatives have helped reduce
energy consumption and costs across the
site and the production process, including
replacing over 500 metal halide lights

in the warehouse with energy effcient T5
fuorescent lighting and controls, modifying
the steam system and reducing the stirring
time of chocolate in our bulk tanks.
Energy consumption per tonne of product
produced has consequently reduced

from 4,330 kWh/tonne in 2009/10

to 3,817 kWh/tonne in 2010/11. Where
possible, when replacing or purchasing
new equipment, energy efficient
equipment is selected.

Looking forward a major project for a
2.145MW combined heat and power
generating plant (“CHP”) has been
provisionally approved by the Board.
The CHP plant to be sited in Thornton
Park will generate almost all of our
electricity requirements on site as well
as generating steam, hot water and
cooling for the production facilities.

Energy effcient fttings and lamps are
ftted in all our Own Stores, and a rolling
programme to replace our air conditioning
with energy effcient equipment free from



ozone depleting refrigerants is close to
completion. This is expected to deliver
energy savings of around 20% per site.

With regard to waste management, an
integrated waste management contract
seeks to improve both the segregation and
the proportion of waste recycled, including
plastic wrapping, sheets and moulds, metal
straps and cardboard. We have continued
to maintain the overall proportion of
recycled waste (70%) at the previous two
years’ level despite continuing increases in
volumes produced. Other recent recycling
initiatives include the introduction of refuse
derived fuel from our packing factory waste
and dedicated recycling stations across our
factories to help encourage staff to segregate
waste and improve our overall waste
performance. Cardboard generated in our
Retail outlets is returned to our production
site at Thornton Park in the returning
lorries and then recycled.

Packaging

We continue to monitor the overall
environmental impact of using more recycled
materials in all components. Packaging is
also a key issue for the Company and we
have developed environmental policies for
the procurement of packaging and continue
to progress towards sourcing Forest
Stewardship Council approved materials
for our cartons.

We continue to fnd ways to reduce
packaging (as measured by the percentage
of cardboard packaging to product) across
our products range.

Transport

Initiatives to reduce the impact of our
products on the environment are principally
designed to reduce fuel consumption through
improved effciency of vehicles or their
movements. As vehicles are replaced, more
fuel effcient and lower emission vehicles,

which exceed current European emission
requirements, are purchased. The vehicle
manufacturer also provides training to

drivers on more effcient driving methods.

With regard to lorry movements we
back-haul raw materials and packaging
from suppliers, as well as cardboard for
recycling from our Own Stores in empty
vehicles returning to our production site
and also make use of “thermal containers”
in our trailers. These containers are frozen
at our production site and loaded onto
vehicles at the last possible moment.

As chiller units are not required, fuel
effciency increases and there is more
effcient utilisation of space within

the trailer.

The outsourcing of the distribution and
warehousing functions to DHL, a leading
expert in the distribution feld, was
completed in July 2011. DHL is committed
to improving its CO, effciency and
minimising its environmental impact in
line with its “GoGreen” approach towards
environmental protection.

Community

The seasonal nature of our business
means that we employ a large number of
temporary staff from the local community
at both our production site and nationally
in our Own Stores; we have a policy to
recruit staff locally in order to provide a
beneft to the local community. We have
subsequently been able to offer a number
of temporary staff permanent positions.

Many of our ingredients are sourced from
local, UK based suppliers and this factor is
considered in our purchasing decisions for
both ingredients and packaging of goods.

Thorntons seeks to build new relationships
through local school activities and work
placement schemes.

A staff Charity Committee is actively
involved in raising money for children’s
charities. Last year staff raised in the
region of £52,000 for the NSPCC with the
Charity Committee co-ordinating a range
of initiatives. These included sponsorship
from suppliers and staff for runners in the
London marathon, arranging collection
points in stores and running a Charity
Football Day for the Company’s suppliers
at Derby County’s football ground, together
with a number of centenary celebration
events continuing through the remainder
of 2011. During the year a special limited
edition chocolate block made with chocolate
from Haiti was sold with a donation of 90p
from each block raising £45,000 for Save
The Children’s Haiti earthquake appeal.
Our Own Stores are also actively encouraged
to support local charitable activities.

It is the policy of the Board not to make
any political donations.

Further information on Thorntons’
approach to corporate social responsibility
can be found on the Company’s web site:
www.thorntons.co.uk.



Joined Thorntons in June 2006. He was
previously Chief Executive Offcer of

Budgens plc and Chairman of Somerfeld plc.

Currently his other appointments include
those of an Operating Partner of
Merchant Equity Partners LLP in the UK
and Chairman of But SAS in France and

he is a Non-Executive Director of Roseholdco
Limited (IMO Carwash Group). He is
Chairman of the Nomination Committee.

Key:

A. Audit Committee

N. Nomination Committee
R. Remuneration Committee

Executive Directors

Jonathan Hart

Chief Executive

Joined Thorntons in January 2011. He was
previously Managing Director of Caffé Nero
for fve years prior to which he held senior
positions at Abbey, Woolworths and

ITM Communications and spent more
than a decade with Dixons Group plc,
where, latterly, he was responsible for
the Group’s high street brands (including
Dixons, The Link and Dixons Tax-Free)

as Group Managing Director and as Group
Managing Director of PC World International.

Barry Bloomer

Managing Director,

Sales & Operations

Joined Thorntons in July 2005 and was
appointed to the Board in July 2006.
He previously spent ten years at Black &
Decker, latterly as European Operations
Director and, prior to that, eight years in
various positions including Manufacturing
and Quality Director for Philips
Components Limited.

Non-Executive Directors

Diana Houghton

Non-Executive Director A. R. N.
Joined Thorntons in December 2008.

A corporate development and strategy
specialist with broad experience of the
consumer goods, retail and leisure retail
sectors and also possesses extensive
corporate fnance expertise. She spent

six years as the Corporate Development
Director of Allied Domecq before working
as a consultant to a number of companies,
investment banks and private equity houses.
Other appointments include a senior
advisory role with the National Audit Offce.
She is Chair of the Audit Committee.

Mark Robson

Finance Director

Joined Thorntons in November 2009 and
appointed to the Board in December 2009.
A qualifed chartered accountant with
extensive experience in the retail and
consumer goods sectors, most recently
with Somerfeld Limited, now part of the
Co-operative Group, where he was Finance
Director. Previously Finance Director of

SFI Holdings Limited, the pub and bar
chain, Claire’s Accessories (UK) Limited
and Alldays, the convenience store group.

Paul Wilkinson

Non-Executive Director A. R. N.
Joined Thorntons in August 2006.

He holds a portfolio of executive,
non-executive and advisory roles in

the food, consumer and retail sectors

as well as the public sector. Previous
appointments include Chairman of Rank
Hovis McDougall and prior to that he
held management roles at Unilever and
Grand Metropolitan. He was previously
an independent Director of Aryzta AG,

a major international food group based
in Zurich. Other appointments include
Chairman of Fengrain and Non-Executive
Director of Fuerst Day Lawson. He also
chairs the National Skills Academy. He is
Chairman of the Remuneration Committee
and the Senior Independent Director.



Independent auditors
PricewaterhouseCoopers LLP
Benson House

33 Wellington Street

Leeds LS1 4JP

Thornton Park

Somercotes

Alfreton

Derbyshire DE55 4XJ

Tel: 0845 075 7565
www.thorntons.co.uk

Registered in the United Kingdom
Number: 174706

Registrars

Capita Registrars

The Registry

34 Beckenham Road

Beckenham

Kent BR3 4TU

Tel: 0871 664 0300

(Calls cost 10p per minute plus network
extras. Lines open Monday-Friday
8.00am-4.30pm)

Fax: 01484 601512
www.capitaregistrars.com

Financial calendar

For 52 weeks ended 25 June 2011

7 September 2011 Results and fnal dividend announced
September 2011 Annual Report circulated

20 October 2011 AGM

25 November 2011 Final dividend payable

For 53 weeks ending 30 June 2012

7 January 2012 Interim accounting period end (28 weeks)
February 2012 Interim results and dividend announced
April 2012 Interim dividend payable

30 June 2012 Accounting period end (53 weeks)
September 2012 Results and fnal dividend announced
September 2012 Annual Report circulated

October 2012 AGM

Principal bankers
Barclays Bank plc
HSBC plc

Lloyds TSB Bank plc

Financial advisers and
corporate brokers
Investec Investment Banking

Financial PR advisers
Cardew Group Limited

Risk and insurance advisers
Marsh Limited

Share dealing service

If you want to buy or sell shares,

Capita Share Dealing Service offers an
easy-to-use, competitive, execution-only
service. This means that they will only
buy and sell shares and will not offer
any other service (for example, fnancial
advice). If you want to use this service,
phone 0871 664 0454 (Calls cost 10p
per minute plus network extras. Lines open
Monday-Friday 8.00am-4.30pm) or visit
www.capitadeal.com. Capita Share
Dealing Services is a trading name of
Capita IRG Trustees Limited, which is
authorised and regulated by the Financial
Services Authority (www.fsa.gov.uk/
register184113) and is also authorised
to conduct business in Ireland under

the provisions of the EU Markets in
Financial Instruments Directive and

is part of the Capita Group plc.

Terms and conditions apply.
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Notes to the financial statements continued

11 Intangible assets

Cost

At 27 June 2010 26,328
Additions — externally acquired 983
Disposals -
At 25 June 2011 27,311
Accumulated amortisation

At 27 June 2010 22,877
Charge for the year 1,642
Disposals -
At 25 June 2011 24,519
Net book amount at 25 June 2011 2,792
Net book amount at 26 June 2010 3,451
Cost

At 28 June 2009 25,797
Additions — externally acquired 763
Disposals (232)
At 26 June 2010 26,328
Accumulated amortisation

At 28 June 2009 20,947
Charge for the year 2,139
Disposals (209)
At 26 June 2010 22,877
Net book amount at 26 June 2010 3,451
Net book amount at 27 June 2009 4,850

Intangible assets held under fnance leases were valued at £459,000 (2010: £857,000).

Amortisation costs for intangible assets directly involved in production are recognised in cost of sales within the Income statement totalling
£617,000 (2010: £858,000). All other amortisation costs are recognised within Operating expenses.

www.thorntons.co.uk
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12 Property, plant and equipment

Cost

At 27 June 2010 38,906 8,200 84,221 53,307 184,634
Additions at cost 6 216 2,678 2,004 4,904
Disposals — (180) (409) (1,755) (2,344)
At 25 June 2011 38,912 8,236 86,490 53,556 187,194
Accumulated depreciation

At 27 June 2010 11,459 5777 62,631 46,234 126,101
Charge for the year 886 957 4,873 3,860 10,576
Disposals — (150) (397) (1,603) (2,150)
At 25 June 2011 12,345 6,584 67,107 48,491 134,527
Net book amount at 25 June 2011 26,567 1,652 19,383 5,065 52,667
Cost

At 28 June 2009 38,845 8,044 82,237 52,334 181,460
Additions at cost 61 217 2,812 1,847 4,937
Disposals — (61) (828) (874) (1,763)
At 26 June 2010 38,906 8,200 84,221 53,307 184,634
Accumulated depreciation

At 28 June 2009 10,576 5,262 58,509 44,354 118,701
Charge for the year 883 567 4,939 2,737 9,126
Disposals — (52) (817) (857) (1,726)
At 26 June 2010 11,459 5777 62,631 46,234 126,101
Net book amount at 26 June 2010 27,447 2,423 21,590 7,073 58,533
Net book amount at 27 June 2009 28,269 2,782 23,728 7,980 62,759

www.thorntons.co.uk
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Notes to the financial statements continued

12 Property, plant and equipment continued

Cost

At 27 June 2010 884 8,161 84,221 53,162 146,428
Additions at cost 6 216 2,678 1,995 4,895
Disposals — (180) (409) (1,755) (2,344)
At 25 June 2011 890 8,197 86,490 53,402 148,979
Accumulated depreciation

At 27 June 2010 192 5,746 62,631 46,090 114,659
Charge for the year 23 955 4,873 3,859 9,710
Disposals — (150) (397) (1,603) (2,150)
At 25 June 2011 215 6,551 67,107 48,346 122,219
Net book amount at 25 June 2011 675 1,646 19,383 5,056 26,760
Cost

At 28 June 2009 868 8,005 82,237 52,189 143,299
Additions at cost 16 217 2,812 1,847 4,892
Disposals — (61) (828) (874) (1,763)
At 26 June 2010 884 8,161 84,221 53,162 146,428
Accumulated depreciation

At 28 June 2009 171 5,233 58,509 44,212 108,125
Charge for the year 21 565 4,939 2,735 8,260
Disposals — (52) (817) (857) (1,726)
At 26 June 2010 192 5,746 62,631 46,090 114,659
Net book amount at 26 June 2010 692 2,415 21,590 7,072 31,769
Net book amount at 27 June 2009 697 2,772 23,728 7,977 35,174

Depreciation costs for property, plant and equipment directly involved in production are recognised within cost of sales within the Income statement
totalling £4,623,000 (2010: £4,619,000). All other depreciation costs are recognised within Operating expenses.

Property, plant and equipment held under fnance leases have the following net book amount:

Cost 784 12,512 13,300 784 10,741 13,879
Aggregate depreciation (290) (8,337) (11,750) (237) (7,746) (11,153)
Net book amount 494 4,175 1,550 547 2,995 2,726
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12 Property, plant and equipment continued

Assets are reviewed for impairment on a regular basis and a provision made where necessary. A discounted cash fow is calculated for each Retail store,
including attributable overheads, using the Group’s weighted average cost of capital. The net book value of assets attributable to the Retail store

is impaired to the extent that the net present value of the cash fows is lower than the net book value.

The impairment charge for the year of £1,797,000 (2010: £170,000) has been recognised within the depreciation charge for the year and has
been classifed as an exceptional item (see note 2).

13 Investment in subsidiaries

‘
(o]
(2]
—

At 25 June 2011 and 26 June 2010 27,369 27,369
Provisions for impairment

At 25 June 2011 and 26 June 2010 @) @
Net book value 27,368 27,368

The Company owns the whole of the issued ordinary share capital of the following principal operating subsidiaries. To avoid a statement of
excessive length, details of investments in dormant companies included in the consolidated accounts have been omitted. A full list of subsidiaries
can be obtained upon request from the Company'’s registered offce.

Strand Court Properties Limited England Property investment United Kingdom
Thorntons (Jersey) Limited Jersey Retalil trading company Jersey

The Directors believe that the carrying value of the investments is supported by their underlying net assets.

14 Inventories

Raw materials 3,834 3,216 3,834 3,216
Work in progress 3,666 3,193 3,666 3,193
Finished goods and goods for resale 29,518 23,984 29,510 23,973

37,018 30,393 37,010 30,382

During the year £253,000 (2010: £159,000) relating to the write-down of inventory to net realisable value in prior years was released and
refected in cost of sales.

15 Trade and other receivables

Trade receivables 7,273 7,660 7,273 7,660
Less: provision for impairment (446) (829) (446) (829)
Net trade receivables 6,827 6,831 6,827 6,831
Amounts owed by Group undertakings — — — 25
Other receivables 535 593 534 593
Prepayments and accrued income 8,127 8,553 8,113 8,538
Corporation tax 528 — 1,246 —

16,017 15,977 16,720 15,987

www.thorntons.co.uk
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Notes to the financial statements continued

15 Trade and other receivables continued
The Group’s exposure to credit risk and impairment losses related to trade receivables is disclosed in note 18. Trade receivables are denominated
in Sterling.

Amounts owed by other Group companies are unsecured, interest free and have no fxed repayment terms.

Prepayments and accrued income include £5,746,000 (2010: £5,300,000) of property related rent, rates, insurances and surcharge prepayments.

16 Trade and other payables

Trade payables 15,072 14,169 15,072 14,169
Other taxation and social security payable 6,585 2,639 6,575 2,636
Amounts owed to other Group companies — — 283 4,594
Other payables 176 109 176 109
Accruals and deferred income 10,624 8,473 10,608 8,457

32,457 25,390 32,714 29,965

Amounts owed to other Group companies are unsecured, interest free and have no fxed repayment terms.

Within accruals and deferred income is a balance in respect of Government grants within the Group and Company of £21,035 (2010: £21,035),
primarily relating to a grant received in the year ended June 2004 for the relocation of toffee manufacturing operations from the original Belper site
to Thornton Park. This Government grant totalling £400,000 is being released to the Income statement on a straight-line basis over 20 years.

17 Borrowings

Bank loans and overdrafts due within one year or on demand:

— unsecured bank loans and overdrafts 20,900 21,700 20,900 21,700
— fnance lease obligations 1,986 2,390 1,986 2,390
22,886 24,090 22,886 24,090

Finance lease obligations 3,355 3,557 3,355 3,557
Bank loans and overdrafts are denominated in Sterling and incur interest based on LIBOR or UK base rates.

The effective interest rates at the Balance sheet dates were as follows:

Bank borrowings 2.55 1.25
Finance leases 2.01 3.24

The Group’s borrowings are all denominated in Sterling.
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17 Borrowings continued

Maturity of fnancial liabilities

The table below analyses the Group’s fnancial liabilities (excluding Trade and other payables which are all less than one year and shown in note
16) into relevant maturity groupings based on the remaining period at the Balance sheet date to the contractual maturity date. The amounts
disclosed in the table below are the contractual undiscounted cash fows:

Less than one year 20,907 2,186 23,093 21,704 2,651 24,355
Between one and two years — 1,647 1,647 — 3,098 3,098
Between two and fve years — 1,906 1,906 — 711 711

20,907 5,739 26,646 21,704 6,460 28,164

The Group entered into new committed bank facilities on 24 June 2011 totalling £57.5 million and expiring in October 2015. Debt due in less
than one year refects the ongoing utilisation, on a short-term basis, of four year revolving facilities described in the following borrowing facilities
note and in line with Group accounting policy. All loans in place at 25 June 2011 are classifed as current on the basis that they will be settled
within twelve months.

Borrowing facilities

The Group must comply with the principal lending covenants in respect of interest cover, net debt to earnings and Earnings Before Interest, Tax,
Depreciation, Amortisation and Rent (“EBITDAR”) to fxed costs ratio. For both interest cover and net debt to earnings, earnings is defned as
Earnings Before Interest, Tax, Depreciation and Amortisation (“EBITDA"). With the commencement of new borrowing facilities on 24 June 2011,
the covenants are tested semi-annually with the frst test on 7 January 2012.

The Group has the following undrawn committed foating rate borrowing facilities available at 25 June 2011:

Expiring within one year 5,000 13,300
Expiring between two and fve years 36,600 52,500
41,600 65,800

The facility in place at 25 June 2011 that expires within one year is an overdraft facility which is renewable annually. Those expiring between
two and fve years are part of the new four year revolving facilities, their utilisation being managed via regular review during their term. All these
facilities incur commitment fees at market rates.

The minimum lease payments under fnance leases fall due as follows:

Less than one year 2,186 (200) 1,986 2,651 (261) 2,390
Between one and two years 1,647 (117) 1,530 3,098 (226) 2,872
Between two and fve years 1,906 (81) 1,825 711 (26) 685

5,739 (398) 5,341 6,460 (513) 5,947

The fair value of obligations under fnance leases equates to their carrying value as the interest rates being paid on these are substantially those
prevailing in the open market.

The fair values of other fnancial instruments are not materially different to their carrying value due to their relatively short maturity or small size.
The Group does not have any fnancial instruments that are measured in the Balance sheet at fair value.
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Notes to the financial statements continued

18 Financial instruments

The Group’s fnancial instruments comprise cash and cash equivalents, bank loans, fnance leases and other items such as trade payables and
trade receivables that arise from its operations. The principal function of these fnancial instruments is to raise fnance for the Group’s operations.
The Group’s activities expose it to a variety of fnancial risks which relate to interest rates, liquidity, capital, pricing and credit. The Group’s overall
risk management programme focuses on the potential movements in interest rates, pricing (in particular raw material costs) and credit and
on minimising the potential adverse effects on the Group’s fnancial performance. Risk management is carried out by both the Finance and
Procurement teams under policies approved by the Board. The Group uses either forward purchasing or derivative fnancial instruments

to hedge certain risk exposures.

Interest rate risk

Funding received from banks is at foating rates fxed in the short term for the duration of each loan. Floating rate borrowings are exposed to the
risk of rising interest rates. Given the seasonality of the Group’s trading, the level of bank borrowings fuctuates during each fnancial year particularly
in the lead up to the Christmas and Easter trading periods where borrowings increase on a short-term basis. This leaves a level of core bank
borrowings which is monitored and assessed for potential movements in interest rates and the cost of using hedging instruments to manage the
interest rate risk. Management estimates that a 1% movement in interest rates would result in post tax increase/decrease of around £0.2 million.

Borrowings of a longer-term nature, such as those required to fund fxed asset acquisitions, are funded through fnance leases such that the total
fnance lease exposure remains broadly constant from year to year and to this extent provides an element of fxed interest borrowing.

Liquidity risk

The Group uses banking facilities and fnance leases as its primary sources of funding and is therefore exposed to liquidity risk. The Group has
historically been very cash generative. The bank position and headroom of the Group is monitored daily and capital expenditure has to be approved
in accordance with its policy which defnes the level of authorisation required. At the end of the fnancial year the Group has a short-term
committed overdraft facility of £5 million.

Capital risk
The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going concern in order to provide returns
for shareholders and benefts for other stakeholders and to maintain an optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid to shareholders, return capital to
shareholders, issue new shares or sell assets to reduce debt. Further details on the Group’s borrowings and the dividends proposed by the Group
are outlined in the Finance Director’s report on page 12 and the Chairman’s statement on pages 2 and 3.

Consistent with others in the industry, the Group monitors capital on the basis of gearing ratio. This ratio is calculated as net debt divided by total
equity. Net debt is calculated as total borrowings (including current and non-current borrowings as shown in the Balance sheet) less cash and
cash equivalents. Total equity is taken from shareholders’ equity attributable to owners of the parent as shown in the Balance sheet.

The Group’s aim is to seek to maintain or reduce the level of net debt and improve operating cash fow. The gearing ratios at 25 June 2011
and 26 June 2010 were as follows:

Total borrowings 26,241 27,647
Less: cash and cash equivalents (1,752) (1,626)
Net debt 24,489 26,021
Equity 19,309 25,968
Gearing ratio 126.8% 100.2%
Price risk

The Group seeks to limit its exposure to volatility in raw material and energy costs by buying these forward, where possible, for a period of up to
a year. Under IAS 39 the Group takes advantage of the “own use” exemption and does not fair value these contracts.

Foreign currency risk
The Group’s exposure to foreign currency risk on trading transactions is not signifcant; however, hedging arrangements are made in respect of the
largest purchase contracts when placed. It is the Group’s policy to hedge signifcant fxed asset or capital transactions where appropriate.
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18 Financial instruments continued

Credit risk

Retail sales represent a large proportion of the Group’s sales and present no credit risk as they are made for cash. Where credit sales are concerned
the Group operates effective credit control procedures in order to minimise exposure to overdue debts and where possible also carries insurance
against the cost of bad debts. The insurance counterparties involved in transactions are limited to high quality fnancial institutions.

At 25 June 2011 there were no signifcant concentrations of credit risk. The maximum exposure to credit risk is represented by the carrying
amount of each fnancial asset included in the Balance sheet.

The carrying amount of fnancial assets representing the maximum credit exposure at the reporting date was:

Trade receivables 6,827 6,831
Cash and cash equivalents 1,752 1,626

The carrying amounts of the Group’s trade and other receivables are denominated in Sterling.

The maximum exposure to credit risk for trade receivables at the reporting date by geographic region was:

UK 6,649 6,729
Europe 79 56
Rest of world 99 46

6,827 6,831

The maximum exposure to credit risk for trade receivables at the reporting date by sales channel was:

Franchise 1,024 1,415
Commercial 4,866 4,412
Thorntons Direct 187 102
International 374 591
Central 376 311

6,827 6,831

The ageing of gross trade receivables at the reporting date was:

Current 6,543 — 6,149 —
30 days past due 217 — 366 —
60 days past due 4 — 57 —
More than 60 days past due 509 446 1,088 829

7,273 446 7,660 829

A signifcant proportion of the receivables less than 60 days past due relates to large corporate customers for which there is no objective evidence
that the Group will not be able to recover amounts owing and therefore no impairment has been made. Past due not impaired receivables total

£284,000 (2010: £682,000).
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18 Financial instruments continued
Credit risk continued
The movement in impairment in respect of trade receivables during the year was as follows:

At 26 June 2010 829
Charged to Income statement 164
Utilised in period (547)
At 25 June 2011 446

The impairment charge recognised in the Income statement, net of amounts recovered previously written off, amounted to £164,000 (2010: £12,000).
The other classes within trade and other receivables do not contain impaired assets.

Currency exposure
Net monetary assets and liabilities of the Group that are not denominated in Sterling were as follows:

Net foreign currency monetary assets/(liabilities)

Cash and cash overdraft 134 96 116 21
Trade and other payables (744) (1,143) (43) (61)
(610) (1,047) 73 (40)

The following signifcant exchange rates applied during the year:

Euro 1.1686 1.1376 1.1265 1.2143
uSD 1.5893 1.5837 1.5985 1.4963

Currency sensitivity analysis

The Group has used a sensitivity analysis technique that calculates the estimated change to the Income statement and equity had a 10%
weakening in Sterling occurred against all other currencies from the rates applicable at 25 June 2011. This analysis assumes that all other
variables, in particular interest rates, remain constant and represents management’s estimate of the volatility that could be material to the Group’s
results. Historically the sensitivity of proft and loss to a weakening of Sterling has been calculated based on the balance of fnancial assets held in
foreign currency at the year end. This year the sensitivity calculation has been based on foreign currency payments made during the year in order
that the impact on proft and loss be more accurately refected; the sensitivity for the year ended 26 June 2010 has been recalculated for comparison.

The amounts generated from the sensitivity analysis are estimates of the impact of market risk assuming that specifed changes occur.

A 10% weakening of Sterling against the following currencies at 25 June 2011 would have decreased proft and loss by the following amounts:

612 516 444 372
uSsD 19 34 14 24

m
c
=
o

A 10% strengthening of Sterling against the above currency would have had an equal and opposite effect to the amounts shown.
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18 Financial instruments continued

Interest rate risk

The fnancial assets of the Group that were exposed to interest rate risk at 25 June 2011 consisted of cash and short-term deposits and fnancial
liabilities consisted of short-term bank borrowings and fnance leases. These are detailed, along with their effective interest rates, in note 17.

Interest rate sensitivity analysis

The interest rates applicable to fnance leases is fxed and not therefore subject to movements in interest rates. Historically the sensitivity of proft
and loss to an adverse movement in the effective interest rates applicable at the year end date has been calculated based on the balance and term
of loans drawn down at the year end. This year the sensitivity calculation has been based on average borrowings during the year in order that the
impact on proft and loss be more accurately refected; the sensitivity for the year ended 26 June 2010 has been recalculated for comparison.

A 1% adverse movement in the effective interest rates applicable to short-term bank borrowings at 25 June 2011, representing management’s
estimate of the volatility that could be material to the Group’s results, would have decreased proft by the amounts shown below:

Bank borrowings 247 218 179 157

19 Provisions for liabilities

At 27 June 2010 1,515 1,515
Charged to Income statement 2,581 2,581
Utilised in period net of unwinding of discount rate (373) (373)
Released in period (46) (46)
At 25 June 2011 3,677 3,677

Provisions are analysed between current and non-current as follows:

Current 967 297 967 297
Non-current 2,710 1,218 2,710 1,218
3,677 1,515 3,677 1,515

The provision for onerous leases is held in respect of leasehold properties for which the Group is liable to fulfl rent and other property commitments
for stores from which either the Group no longer trades or for which future trading cash fows are projected to be insuffcient to cover these costs.
Amounts have been provided for the shortfall between projected cash fows and the property costs up to the lease expiry date on a discounted basis.
The charge in the current fnancial year is deemed to be exceptional given its nature and size and it is therefore shown in note 2.

Obligations are payable within a range of one to 20 years (2010: one to 17 years), the weighted average being eight years (2010: seven years).

The Group provides for property dilapidations, where appropriate, based on estimated undiscounted costs of the dilapidation repairs spread over the
period of the tenancy.
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20 Deferred tax
Deferred tax is calculated in full on temporary differences under the liability method using a tax rate of 26% (2010: 28%).

The movement on the deferred tax account is shown below:

Deferred tax liabilities/(assets)

At beginning of period 1,800 2,917 (4,085) (2,991)
Income statement charge (456) (44) (417) (22)
Taken to equity (employee benefts) — 59 — 59
Actuarial loss (617) (1,131) (617) (1,131)
Effect of other timing differences — (1) — —
Effect of changes in the rate of taxation (IAS 19) 484 — 484 —
Effect of changes in the rate of taxation (Income statement) (612) — (191) —
At end of period 599 1,800 (4,826) (4,085)

Of the total Group and Company deferred tax balance at 25 June 2011, £599,000 (2010: £242,000) is expected to be released within one year.

The movements in deferred tax assets and liabilities (prior to the offsetting of balances within the same jurisdiction as permitted by IAS 12) during
the period are as follows:

Deferred tax liabilities

At 27 June 2010 8,534 48 8,582
Charged to Income statement (1,409) 4) (1,413)
At 25 June 2011 7,125 44 7,169

Deferred tax assets

At 27 June 2010 — 6,782 — 6,782
Charged to Income statement — (345) — (345)
Deferred tax on actuarial loss credited to equity — 133 — 133
At 25 June 2011 — 6,570 — 6,570

Deferred tax liabilities

At 27 June 2010 2,696 — 2,696
Credited to Income statement (953) — (953)
Effect of other timing differences 1 — 1
At 25 June 2011 1,744 — 1,744
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20 Deferred tax continued
Deferred tax assets

At 27 June 2010 — 6,781 — 6,781
Charged to Income statement — (344) — (344)
Deferred tax on actuarial loss credited to equity — 133 — 133
At 25 June 2011 — 6,570 — 6,570

Deferred tax liabilities

At 28 June 2009 8,835 48 8,883
Charged to Income statement (301) — (301)
At 26 June 2010 8,534 48 8,582

Deferred tax assets

At 28 June 2009 1 5,966 @) 5,966
(Charged)/credited to Income statement 1) (257) 1 (257)
Effect of other timing differences — 1 — 1
Deferred tax on actuarial loss credited to equity — 1,131 — 1,131
Deferred tax on share-based payments charged to equity — (59) — (59)
At 26 June 2010 — 6,782 — 6,782

Deferred tax liabilities

At 28 June 2009 2,975 — 2,975
Credited to Income statement (279) — (279)
At 26 June 2010 2,696 — 2,696

Deferred tax assets

At 28 June 2009 1 5,966 Q) 5,966
(Charged)/credited to Income statement (D) (257) 1 (257)
Deferred tax on actuarial loss credited to equity — 1,131 — 1,131
Deferred tax on share-based payments charged to equity — (59) — (59)
At 26 June 2010 — 6,781 — 6,781

Deferred income tax assets are recognised for tax loss carry forwards to the extent that the realisation of the related tax beneft through future
taxable profts is probable.
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21 Retirement beneft obligations
Pension arrangements are operated through a defned contribution scheme and a defned beneft scheme for both the Group and the Company.

Defned contribution scheme
Pension costs for defned contribution scheme are as follows:

N

Defned contribution scheme included within Employee beneft expense 27 299 27

Defned beneft scheme

The Company operates a defned beneft pension scheme. With effect from 6 April 2009, the beneft structure changed from a fnal salary basis
to a CARE basis. Pension benefts are built up each year, linked to the members’ pensionable salaries in that year. The benefts are then increased
each year in line with infation. The scheme has been closed to new entrants since 31 July 2002.

The Company has opted to recognise all actuarial gains and losses immediately via the Statement of comprehensive income.

A formal actuarial valuation was carried out with an effective date of 31 May 2008. The results of this valuation have been updated
to 25 June 2011 by a qualifed independent actuary.

The Thorntons’ Pension Scheme was valued by an independent professionally qualifed actuary as at 25 June 2011 under IAS 19.
The principal actuarial assumptions at the Balance sheet date were:

Rate of increase in pensionable salaries n/a n/a n/a
Rate of increase to CARE benefts before retirement 3.50 3.30 3.50
Rate of increase in pensions:

— in deferment 3.50 3.30 3.50
— post-April 1997 3.40 3.15 3.40
Discount rate 5.50 5.50 6.40
Infation assumption 3.50 3.30 3.50
Expected return on plan assets 5.70 5.70 6.10

The assumption as to how many members will take up the maximum tax-free commutation on retirement is based on the Scheme’s own
experience of commutation levels.

The sensitivities regarding the principal assumptions used to measure the Scheme liabilities are set out below:

Rate of increase in pensions post-April 1997 Increase by 0.1% Increase by £0.5m
Discount rate Increase by 0.1% Decrease by £1.5m
Infation assumption Increase by 0.1% Increase by £1.4m

The mortality rates used are as follows:

Current pensioners PA92mc (yob = 1935) +1 20.6 23.7
Future pensioners PA92mc (yob = 1965) +1 23.0 26.2

Current pensioners PA92mc (yob = 1935) +3 19.1 22.1
Future pensioners PA92mc (yob = 1965) +3 21.3 24.4

www.thorntons.co.uk



Thorntons PLC
Annual Report and Accounts 20!l 6 5

21 Retirement beneft obligations continued

Defned beneft scheme continued

The expected return on plan assets is a blended average of projected long-term returns for the various asset classes. Equity returns are based on a
selection of an equity risk premium above the risk-free rate which is measured in accordance with the yields on Government bonds. Bond returns
are selected by reference to yields on Government and corporate debt as appropriate to the Scheme’s holdings of these instruments. Returns are
projected over the entire life of the beneft obligation.

The assets of the Scheme were invested as follows:

Equities 30,945 62 25,274 59 20,977 60 24,338 64 27,164 69
Bonds 12,295 25 11,106 26 8,481 25 6,845 18 5,905 15
Gilts 6,601 13 5,645 13 5,211 15 6,845 18 5,905 15
Other 206 — 1,060 2 81 — — — 394 1

50,047 100 43,085 100 34,750 100 38,028 100 39,368 100
Actual return on plan assets 5,105 6,723 (4,466) (2,975) 4,284

History of assets, liabilities, experienced gains and losses:

(Losses)/gains arising on Scheme liabilities:

Due to experience — — (4,695) — —
Percentage of defned beneft obligation 0% 0% (8)% 0% 0%
Due to change of basis (5,177) (8,751) 3,067 3,489 (472)
Percentage of defned beneft obligation (7% (13)% 5% 6% (1)%
Experience adjustments:

Gains/(losses) arising on Scheme assets 2,802 4,711 (7,001) (5,637) 1,982
Percentage of assets 6% 11% (20)% (15)% 5%

Pensions and other post-retirement obligations
The amounts recognised in the Balance sheet are determined as follows:

Present value of funded obligations (75,311) (67,304) (56,063) (53,993) (54,785)
Fair value of plan assets 50,047 43,085 34,750 38,028 39,368
Net defcit (25,264) (24,219) (21,313) (15,965) (15,417)

The amounts recognised in the Income statement are as follows:

Current service cost 656 460
Interest cost 3,679 3,554
Expected return on plan assets (2,303) (2,012)
Total included within Employee beneft expense 27 2,032 2,002

Of the total charge, £0.7 million (2010: £1.4 million) and £1.3 million (2010: £0.6 million) were included in cost of sales and administrative
expenses respectively.
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21 Retirement beneft obligations continued
Pensions and other post-retirement obligations
Changes in the present value of the defned beneft obligations are as follows:

Present value of obligation at beginning of period 67,304 56,063
Current service cost 656 460
Interest cost 3,679 3,554
Employee contributions 741 798
Beneft payments (2,246) (2,322)
Actuarial losses 5,177 8,751
Present value of obligation at end of period 75,311 67,304

In October 2009, and as part of the schedule of contributions agreed with the Trustees to Thorntons’ Pension Scheme, it was agreed that in
addition to an annual contribution of £2,200,000, the Company would make a supplementary contribution over each of the next three fnancial
years equivalent to the higher of either:

= athird of any reduction in the net debt reported in the statutory accounts for the years ending June 2010, 2011 and 2012; or
= the ongoing annual contribution of £2,200,000 multiplied by the percentage increase in the annual dividend above a minimum of £4,000,000.

As part of the Group’s arrangements with the Trustees of the pension scheme, a £5.0 million bank guarantee (2010: £5.0 million) is in place
that will be paid into the Scheme in the event of the Group’s insolvency.

Changes in the fair value of plan assets are as follows:

Fair value of plan assets at beginning of period 43,085 34,750
Employer contributions 3,362 3,136
Employee contributions 741 798
Benefts paid (2,246) (2,322)
Expected return on Scheme assets 2,303 2,012
Actuarial gain 2,802 4,711
Closing fair value of plan assets at end of period 50,047 43,085

Analysis of the movement in the Balance sheet defcit

At beginning of period (24,219) (21,313)
Employer pension cost (2,032) (2,002)
Employer contributions 3,362 3,136
Actuarial losses recognised in the period (2,375) (4,040)
At end of period (25,264) (24,219)

Cumulative actuarial gains and losses recognised in equity

At beginning of period (16,041) (12,001)
Net actuarial losses recognised in the period (2,375) (4,040)
Cumulative loss (18,416) (16,041)

The pension contributions to be paid by the Group during the fnancial period ending 30 June 2012 are expected to be in the region of £3,190,500.
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22 Other non-current liabilities

Accruals and deferred income 2,699 2,827
Included in the above are amounts totalling £230,000 (2010: £251,000) held in respect of Government grants.

23 Ordinary shares

Authorised

Ordinary shares of 10p each: 85,000,000 (2010: 85,000,000) 8,500 8,500
Issued and fully paid

Ordinary shares of 10p each: 68,365,518 (2010: 68,365,518) 6,837 6,837

Allotments during the year
During the year no shares (2010: nil) were issued under the provision of the Company’s Executive Share Option Schemes and no shares
(2010: 15,681) were issued under the Sharesave Scheme, representing a total nominal value of £nil (2010: £1,568).

The average price of shares issued under the Sharesave Scheme in the year was £nil (2010: £1.13) and the aggregate consideration received
under this scheme was £nil (2010: £17,720).

Since the end of the year no shares have been issued under the provisions of the Executive Share Option Schemes (2010: nil) and no shares
(2010: nil) have been issued under the Sharesave Scheme.

Rights and restrictions attaching to shares

Holders of the Company’s ordinary shares of 10p each are entitled to participate in the payments of dividends pro rata to their holdings. The Directors
may propose and pay interim dividends and recommend a fnal dividend for shareholders’ approval for any accounting period out of the profts
available for distribution under English law.

The rights attached to the Company’s ordinary shares in addition to those conferred on their holders by law are set out in the Company’s articles
of association (“the articles”), a copy of which can be obtained on request from the Company Secretary.

The articles contain certain restrictions on the transfer of ordinary shares and on the exercise of voting rights attached to them, including where the
Company has exercised its right to prohibit transfer following the omission of their holder or any person interested in them to provide the Company
with information requested by it in accordance with Part 22 of the Companies Act 2006.

Rules about the appointment and replacement of Directors are set out in the articles. Changes to the articles must be approved by shareholders
passing a special resolution. The Directors’ powers are conferred on them by UK legislation and by the articles.

At any general meeting a resolution put to the vote of the meeting is decided on a show of hands unless, before or on the declaration of the result
of a show of hands, a poll is properly demanded. On a show of hands every member who is present in person at a general meeting of the Company
has one vote. Proxies may not vote on a show of hands. On a poll every member who is present in person or by proxy has one vote for every share
of which he/she is the holder.
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23 Ordinary shares continued
Share options
Options outstanding (including those held by Directors) are listed below:

Executive Schemes

12 Mar 2002 16,516 — — — 16,516 111p 12 Mar 2005 12 Mar 2012
2 Oct 2002 16,516 — — — 16,516 111p  20ct2005 2 Oct 2012
3 Apr 2006 544,000 —  (500,000) — 44,000 119p 3Apr2009 3 Apr 2016
5Jun2006 1,200,000 — — — 1,200,000 116p 5Jun2009 5 Jun 2016
11 Jul 2006 500,000 — — — 500,000 120p 11Jul2009 11 Jul 2016
20ct2006 1,200,000 — — — 1,200,000 153p 20ct2009 2 Oct 2016
13 Sep 2007 500,000 — — — 500,000 170p 13 Sep2010 13 Sep 2017
23Nov2007 379,753 —  (255,849) (123,904) — 192p 23 Nov 2010 23 Nov 2017
16 Oct 2008 894,956 —  (450,226) — 4447730 113p 160ct2011 16 Oct 2018
20 Oct 2009 818,016 —  (418,151) — 399,865 132p 200ct2012 20 Oct 2019
9 Nov 2009 243,070 — — — 243,070 117p 9 Nov2012 9 Nov 2019
16 Feb 2011 — 696,969 — — 696,969 99p 16 Feb 2014 16 Feb 2021
6,312,827 696,969 (1,624,226) (123,904) 5,261,666

Sharesave Scheme

12 Oct 2004 166,971 — — (166,971) — 150p 1Jan 2010 30 Jun 2010
9 Oct 2006 2,107 — — (2,107) — 113p 1Jan 2010 30 Jun 2010
9 Oct 2006 166,022 — — (35,176) 130,846 113p 1Jan 2012 30 Jun 2012
10 Oct 2007 134,246 — — (123,221) 11,025 148p 1Jan 2011 30 Jun 2011
10 Oct 2007 195,899 — — (37,591) 158,308 148p 1Jan 2013 30 Jun 2013
18 Nov 2009 438,737 — — (153,309) 285,428 108p 1Jan 2013 30 Jun 2013
18 Nov 2009 434,402 — — (117,990) 316,412 108p 1Jan 2015 30 Jun 2015
18 Nov 2010 — 401,928 — (36,083) 365,845 84p 1Jan 2014 30 Jun 2014
18 Nov 2010 — 490,164 — (71,122) 419,042 84p 1Jan 2016 30 Jun 2016
1,538,384 892,092 — (743,570) 1,686,906

24 Share-based payments

Under the Company’s Executive Share Option Schemes, the Remuneration Committee can grant options over shares in the Company to Directors
and employees of the Company. Options are granted with a fxed exercise price equal to the market price of the shares under option at the date of
grant. The contractual life of an option is ten years. Awards of options under the Scheme are generally reserved for employees at senior
management level and above. Details of the performance conditions attaching to awards of options are described in the Report on the Directors’
remuneration on pages 26 to 32. Fair value is measured by the use of the Black-Scholes model for options with internal performance criteria and

the Monte Carlo model for options with external performance conditions.

The Thorntons Sharesave Scheme enables eligible employees to acquire options over ordinary shares of the Company at a discount of up to 20% to
the market price in conjunction with a Save As You Earn contract. The options are exercisable within a period of six months commencing three or
fve years from the date of the savings contract.
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24 Share-based payments continued
The fair values per option granted during the year and the assumptions used in their calculation are as follows:

Grant date 16 Feb11 18 Nov10 18 Nov 10 20 Oct 09 9Nov09 18 Nov09 18 Nov 09
Share price at grant date 92p 101.5p 101.5p 134p 116p 120p 120p
Exercise price 99p 84p 84p 132p 117p 108p 108p
Number of employees 1 161 124 6 1 240 133
Shares under option 696,969 401,928 490,164 842,969 243,070 450,666 455,304
Vesting period (years) 3 3 5 3 3 3 5
Expected volatility 50.04% 58.36% 58.36% 46.42% 46.95% 46.99% 46.99%
Option life (years) 10 3 5 10 10 3 5
Expected life (years) 3 3 5 3 3 3 5
Risk-free rate 1.96% 1.43% 2.22% 1.90% 2.03% 1.89% 2.73%
Expected dividends expressed as a dividend yield 6.58% 7.40% 7.40% 4.51% 5.22% 8.20% 8.20%
Possibility of ceasing employment before vesting n/a 49.97% 47.23% n/a n/a 45.71% 47.23%
Fair value per option 20p 32p 33p 37p 59p 27p 28p

The expected volatility is based on historical volatility over the last three years. The expected life is the average expected period to exercise. The risk-
free rate of return is the yield on zero-coupon UK Government bonds of a term consistent with the assumed option life.

A reconciliation of Executive Share Option movements over the period to 25 June 2011 is shown below:

Outstanding at start of period 6,312,827 135p 5,850,026 135p
Granted 696,969 99p 1,086,039 129p
Forfeited (1,624,226) 135p — —
Exercised — — — —
Lapsed (123,904) 192p (623,238) 126p
Outstanding at end of period 5,261,666 123p 6,312,827 135p
Exercisable at end of period 33,032 111p 33,032 111p

For share options outstanding at the end of the period, the range of exercise prices and weighted average contractual life is disclosed below:

90p-111p 2,374,731 97p 6.9 33,032 111p 2.0
116p-153p 2,386,935 140p 6.1 5,400,042 128p 7.1
170p-192p 500,000 170p 5.0 879,753 180p 7.3

The weighted average share price during the period for options exercised over the period was £nil (2010: £nil). The total credit for the period
relating to employee share-based payment plans was £200,000 (2010: charge of £304,000). This net credit comprised a charge of £145,000
and a credit of £345,000 relating to the reversal of charges for schemes forfeited on resignation. After deferred tax, the total credit was £145,000
(2010: charge of £219,000).
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24 Share-based payments continued
A reconciliation of Sharesave Scheme Option movements over the period to 25 June 2011 is shown below:

Outstanding at start of period 1,538,384 122p 1,176,856 127p
Granted 892,092 84p 905,970 108p
Forfeited — — — —
Exercised — — (15,681) 113p
Lapsed (743,570) 123p  (528,761) 111p
Outstanding at end of period 1,686,906 101p 1,538,384 122p
Exercisable at end of period 11,025 148p 169,078 150p

For share options outstanding at the end of the period, the range of exercise prices and weighted average contractual life is disclosed below:

Oct 2004 — — — 166,971 150p 0.0
Oct 2006 — — — 2,107 113p 0.0
Oct 2006 130,846 113p 1.0 166,022 113p 2.0
Oct 2007 11,025 148p 0.0 134,246 148p 1.0
Oct 2007 158,308 148p 2.0 195,899 148p 3.0
Oct 2009 285,428 108p 2.0 438,737 108p 3.0
Oct 2009 316,412 108p 4.0 434,402 108p 5.0
Nov 2010 365,845 84p 3.0 — — —
Nov 2010 419,042 84p 5.0 — — —

The weighted average share price during the period for options exercised over the period was £nil (2010: 113p). The total charge for the period
relating to employee share-based payment plans was £89,000 (2010: £75,000). After deferred tax, the total charge was £65,000 (2010: £54,000).
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25 Cash fow from operating activities
a) Cash generated from operations

Continuing operations

Operating proft 852 7,582 5,405 6,117
Adjustments for:

Depreciation and amortisation 12,218 11,265 11,352 10,399
Amortisation of Government grants received (21) (21) (21) (21)
Proft on disposal of property, plant and equipment 148 (76) 148 (76)
Share-based payment charge (110) 379 (110) 379
Operating cash fow before working capital movements 13,087 19,129 16,774 16,798
Changes in working capital

Increase in inventories (6,625) (5,023) (6,628) (5,019)
Decrease/(increase) in trade and other receivables 264 (1,723) 661 (1,635)
Increase in payables 7,265 3,265 2,949 5,432
Increase in provisions 2,162 609 2,162 610
Increase in post-employment beneft obligations (1,330) (1,134) (1,330) (1,134)
Cash generated from operations 14,823 15,123 14,588 15,052

b) Cash and cash equivalents for the cash fow statement

Cash and cash equivalents 1,752 1,626 1,452 1,553
Bank overdraft — — — —

Net position 1,752 1,626 1,452 1,553

26 Reconciliation of movement in net debt

Increase in cash and cash equivalents 126 1,038 (101) 1,017
Cash fows from decrease in debt 3,300 1,113 3,300 1,113
Change in net debt resulting from cash fow 3,426 2,151 3,199 2,130
Inception of new fnance leases 30 (1,894) (1,498) (1,894) (1,498)
Movement in net debt in the period 1,532 653 1,305 632
Net debt at beginning of period (26,021) (26,674) (26,094) (26,726)
Net debt at end of period 18 (24,489) (26,021) (24,789) (26,094)
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26 Reconciliation of movement in net debt continued
Net debt comprises:

Cash 1,752 1,626 1,452 1,553
Overdraft — — — —
Unsecured bank loans (20,900) (21,700) (20,900) (21,700)
Finance leases (5,341) (5,947) (5,341) (5,947)

(24,489)  (26,021)  (24,789)  (26,094)

27 Employees and Directors

Wages and salaries 57,591 58,271 57,533 58,216
Social security costs 4,727 5,259 4,724 5,256
Health cover, medical and life assurance 283 294 283 294
Staff incentives and relocation costs 108 104 108 104
Share-based payments (110) 379 (110) 379
Pension costs 21 2,331 2,276 2,331 2,276

64,930 66,583 64,869 66,525

Management and administration 253 270 252 269
Selling and distribution 2,495 2,592 2,491 2,588
Manufacturing 1,462 1,520 1,462 1,520

4,210 4,382 4,205 4,377

Group and Company

Salaries and short-term employee benefts 1,551 1,757
Post-employment benefts 109 70
Termination benefts 100 —
Share-based payments (201) 305

1,559 2,132
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27 Employees and Directors continued
Group and Company continued
The key management fgures given on the previous page include Directors and all other members of the Executive Committee.

Aggregate emoluments 1,337 1,233
Aggregate gains made on the exercise of share options — —
Company contributions to money purchase pension schemes 109 70

1,446 1,303

Pension scheme contributions above represent the total contributions made by the Company on behalf of all Directors in respect of approved
pension arrangements. Retirement benefts are no longer accruing to Directors (2010: nil) under defned beneft schemes.

Further detail in respect of Directors’ remuneration can be found in the Report on the Directors’ remuneration on pages 26 to 32.

28 Operating lease commitments — minimum lease payments

Commitments under non-cancellable operating leases:

Within one year 19,881 860 20,592 831
Later than one year and less than fve years 46,511 1,563 52,762 1,651
After fve years 25,576 — 30,865 16

91,968 2,423 104,219 2,498

Commitments under non-cancellable operating leases:

Within one year 19,821 860 20,532 831
Later than one year and less than fve years 46,271 1,563 52,522 1,651
After fve years 25,478 — 30,707 16

91,570 2,423 103,761 2,498

The Group has entered into operating leases in respect of Retail stores, vehicles, fork lift trucks and equipment. Retail store leases have remaining
terms of between three months and 20 years, with renewal by mutual agreement at the expiry of the lease term and commonly with fve year
upwards only rent review periods. Contingent rentals are payable on approximately 10% of Retail stores where leases contain a store revenue
based component. Standard institutional restrictions common to those in place with other high street retailers are applicable to the Group’s Retail
leases. Non-store leases have remaining lease terms of between three months and six years.
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29 Contingent liabilities
As at 25 June 2011 the Group had provided guarantees in respect of Customs and Excise duty deferment of £100,000 (2010: £100,000).

30 Capital and other fnancial commitments

Bulk supplies of raw ingredients 15,162 20,635 15,162 20,635
The majority of bulk raw material supply contracts are denominated in Sterling and therefore carry no foreign currency exposure.
The volatility of pricing within key raw material ingredients continues to prompt the use of forward contracts where practical.

In addition to the bulk contracts detailed above, further contracts have been agreed to set market ratios of cocoa liquor and butter up to December
2012. Although the price is not fxed, the Company has a commitment to purchase fxed volumes at the contracted ratios, which at the latest
agreed contract prices values this commitment at £16,480,000.

Major non-cash transactions
During the period the Group and Company entered into fnance lease agreements in respect of various shop ftting costs and plant and equipment
with capital values at the inception of the leases of £1,894,000 (2010: £1,498,000).

31 Related party transactions
Group
There are no related party transactions requiring disclosure in the fnancial statements (2010: £nil).

Company

Funds are transferred within the Group, dependent on the operational needs of individual companies. The Directors do not consider it meaningful to
set out the gross amounts of transfers between individual companies. Balances owed by and to other Group undertakings are shown in notes 15
and 16 to the fnancial statements and the majority of the movement in these balances relates to intra-Group dividends.
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Five year summary

The fgures below are extracted from this Annual Report and are prepared under IFRS:

Consolidated income statement

Revenue 218,255 214,553 214,805 208,122 185,989
Operating proft 852 7,582 9,740 10,326 8,852
Net fnance costs (1,923) (1,445) (1,652) (1,856) 1,771)
Proft before taxation (1,071) 6,137 8,088 8,470 7,081
Taxation 818 (1,783) (4,483) (2,402) (1,785)
Proft attributable to equity shareholders (253) 4,354 3,605 6,068 5,296
Balance sheet

Net assets 19,309 25,968 28,738 35,035 34,886
Net borrowings (19,148) (20,074) (18,612) (19,912) (16,142)
Net debt (24,489) (26,021) (26,674) (28,264) (26,411)
Gearing ratio 126.8% 100.2% 92.8% 80.7% 75.7%
Additions to intangible assets and property, plant and equipment 5,887 5,700 10,345 7,905 7,938
Other fnancial data

Basic earnings per share (0.49)p 6.5p 5.4p 9.1p 8.0p
Dividends per share 2.2p 6.1p 6.1p 6.8p 6.8p
Number of outlets — continuing operations

Own stores 364 377 379 379 368
Franchises 227 222 197 250 218
Stock market ratios

Year end share price 60p 82p 74p 114p 175p
Shares in issue 68.4m 68.4m 68.3m 68.3m 68.1m
Market capitalisation £41.2m £55.7m £50.5m £77.9m £119.2m
Dividend yield 3.7% 7.4% 8.2% 6.0% 3.9%

* 53 week period.
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Shareholder analysis
Shareholder ownership analysis at 25 June 20!l

Up to 500 5,427
501-1,000 1,552
1,001-10,000 2,148
10,001-100,000 178
100,000+ 67

9,372

57.9 1,413,665 2.1
16.6 1,288,663 1.9
22.9 6,583,056 9.6
1.9 5,471,734 8.0
0.7 53,608,400 78.4
100.0 68,365,518 100.0

Corporate bodies and nominees 468
Private shareholders 8,904
9,372
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5.0 52,456,018 76.7
95.0 15,909,500 23.3
100.0 68,365,518 100.0



