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SUMMARY

OVERVIEW OF OUR FINAL REPORT

1.

The Competition and Markets Authority (CMA) has found that the anticipated
acquisition (the Merger) by Associated British Foods plc (ABF) (via its wholly-
owned indirect subsidiary, ABF Grain Products Limited) of Hovis Group Limited
(Hovis), which is ultimately owned by Endless LLP (Endless), may not be
expected to result in a substantial lessening of competition (SLC) in the supply of
bread and certain other bakery products in Great Britain (GB) and Northern Ireland
(NI).

ABF and Hovis are together referred to as the Parties, and for statements relating
to the future where ABF acquires Hovis (if the Merger proceeds), ABF and Hovis
are referred to together as the Merged Entity.

WHO ARE THE BUSINESSES AND WHAT PRODUCTS DO
THEY SUPPLY?

3.

ABF, through its subsidiary ABF Grain Products Limited, agreed to acquire Hovis
on 15 August 2025. ABF told us that the aim of the Merger is to drive significant
costs synergies and efficiencies, to create a profitable UK bread business that is
sustainable over the long term.

ABF is a diversified international goods, ingredients and retail group. Through
Allied Bakeries (AB), its United Kingdom (UK) bakery business, ABF is active in
the supply of bread and other bakery products. AB supplies both branded and
private label products and its brands include Kingsmill, Allinson’s and Sunblest.

Hovis supplies branded and private label bread and other bakery products, and its
brands include Hovis, Mothers Pride and Ormo. Since 2020, Hovis has been
owned by Endless, a private equity firm headquartered in the UK.

We considered the impact of the Merger on two broad sets of products that are
supplied by both of the Parties in the UK:

(a) Bread, including white bread, wholemeal/brown bread, healthier white bread
and seeded bread in the UK (more particularly, pre-packaged, sliced bread
also known as 'plant bread'); and

(b) Other bakery products, sometimes referred to as ‘morning goods’. In GB, we
focused on the following areas of overlap: English muffins, hot cross buns
and fruit bread. In NI, our focus was on the overlap in pancakes, soda farls
and potato farls.



The Parties supply these bread and other bakery products to retailers, such as
grocery multiples and convenience stores, and wholesalers. The majority of sales
are made to retailers, who in turn sell products to end consumers.

We considered the impact of the Merger in GB and NI separately, as we found that
conditions of competition in the supply of these products are substantially different
between GB and NI. In particular, evidence shows that the competitor set differs,
with the market leader in GB, Warburtons, having only very recently entered NI;
and there are material differences in consumer preferences, including the
popularity of particular bakery products and the presence and popularity of
particular brands and private label products in NI.

OUR ASSESSMENT

Why are we examining this Merger?

9.

10.

The CMA'’s primary duty is to seek to promote competition for the benefit of
consumers. It has a duty to investigate mergers that could raise competition
concerns in the UK, provided it has jurisdiction to do so.

In this case, the CMA has jurisdiction over the Merger because each of ABF and
Hovis is an enterprise that would cease to be distinct as a result of the Merger and
Hovis’ UK turnover in the last financial year exceeded £100 million.

What evidence have we looked at?

11.

12.

13.

14.

In assessing the competitive effects of the Merger, we looked at a wide range of
evidence.

We received submissions and responses to information requests from the Parties,
as well as updates on ABF’s ongoing sales process for AB’s bakery operations in
NI (AB NI) (the AB NI Sales Process) which it ran in parallel to our investigation.
We also held meetings with the Parties, including a teach-in and site visit, an Initial
Substantive Meeting (ISM), Update Calls, a Main Party Hearing (MPH) with ABF
and a meeting with ABF to discuss possible remedies (Remedies Meeting).

We also carefully examined the Parties’ internal documents and financial data,
including detailed evidence in relation to the financial performance of AB, the
strategic options considered by the business and future business plans.

We spoke to and gathered information from third parties to better understand the
competitive landscape and to obtain views on the impact of the Merger. We
received evidence and submissions from the Parties’ customers, competitors and
other relevant third parties, including responses to our Interim Report, Invitation to
comment on remedies (ITCR) and Supplementary Interim Report.
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WHAT DID THE EVIDENCE TELL US...

...about what would have likely happened had the Merger not taken
place?

15. To determine what impact the Merger may be expected to have on competition,
we considered what would happen absent the Merger. This is known as the
counterfactual. Our assessment of whether the Merger will result in an SLC is
based on a comparison between the Merger and the counterfactual.

16. Bread is an important staple product, especially for those on lower incomes. Bread
is also one of a number of products that are sometimes classed by retailers as
‘known value items’, ie items which consumers are very familiar with; are aware of
how much they cost; and which, if not priced competitively, may cause them to see
the retailer as being ‘bad value’. As a result, larger retailers generally consider it
important to match, or at least stay close to, the lowest market prices for bread.

17. However, previous work by the CMA on price inflation and competition in groceries
and evidence collected during our investigation shows that the market for bread is
in long-term decline, with demand decreasing as consumer preferences change,
and it is common for manufacturers to make a loss in this market. Jacksons (2023)
and Roberts (2025) are recent examples of bread businesses that were acquired
in a pre-packaged administration process. Morrisons also closed its Rathbones
bakery (2026).

18. During our investigation, some large grocery retailers highlighted the financial
difficulties facing bread suppliers, and the risk of bread businesses exiting the
market. Concerns were raised with us about the potential impact of an
uncontrolled market exit on bread prices, and the risk of food security of supply
issues.

19. AB and Hovis have each faced financial challenges, with AB making significant
losses over the last 14 years due to the overall decline in demand for bread, the
increase in demand for lower margin private label products and significant
increases in costs such as energy, wheat and distribution costs. AB’s parent
company, ABF, funded these losses while various restructuring initiatives were
pursued to try to address AB’s financial position.

20. In light of the significant challenges faced by AB, we have considered whether AB
is likely to exit the market absent the Merger (ie close the bakery business down
and stop supplying bread and other bakery products in the UK) — a so-called
exiting firm scenario. Where the exiting firm scenario applies, a merger may not be
expected to give rise to an SLC, as regardless of whether the merger goes ahead



21.

22.

23.

24.

25.

or not, the constraint from the exiting firm (here AB) as a separate competitor
would be lost.

In forming our view on the exiting firm scenario, we have considered the following
questions:

(@) Whether AB would have exited the market absent the Merger.

(b) Whether, absent the Merger, there would have been a purchaser for AB or its
assets that would have operated them in competition with Hovis.

For an exiting firm scenario to apply, we would need to conclude that AB would
have exited without the Merger and there would not have been a purchaser for AB
or its assets that would have operated them in competition with Hovis.

On the first question, after assessing the evidence in the round, our conclusion is
that absent the Merger, AB is likely to exit the market in the UK (ie both in GB and
in NI). The evidence shows that AB is a heavily loss-making business in a
structurally declining market and the bakery business is not of wider strategic
importance to ABF. The evidence also shows that in GB, AB’s Kingsmill brand is
considered to be weak compared to other brands such as Warburtons and Hovis,
and this has contributed to a significant decline in branded sales volumes. As one
of only three GB suppliers with a nationwide delivery network that delivers bread
and other bakery products direct to retail stores six days per week, AB has high
fixed costs from distribution, which has impacted profitability as AB’s volumes
have declined. The losses made by AB have persisted despite restructuring of the
business to cut costs and reduce capacity.

Our analysis of internal business documents shows that ABF has also considered
a wide range of other restructuring options to improve the financial performance of
AB. However, the evidence shows that these are unlikely to be sufficient to turn
the business around. We have also considered other options (such as investing in
higher value products) that ABF could pursue to improve the financial performance
of AB. However, our analysis shows it is likely that these would be insufficient to
return AB to profitability.

On the second question, assessing the evidence in the round, our conclusion is
that absent the Merger, there is unlikely to be an alternative purchaser of the
whole AB business that would continue to use AB’s assets to supply bread and
other bakery products in competition with Hovis. When considering if there would
be alternative purchasers, we have considered whether those purchasers would
have been willing to pay more than the liquidation value for the business or its
assets, in other words whether ABF would generate more value from selling AB or
from closing it down. This is because we are considering what is most likely



26.

27.

28.

29.

30.

31.

absent the Merger, and if a sale generates less value for ABF than liquidation,
then ABF is less likely to pursue a sale over liquidating the business.

As ABF has not run a sales process for the AB business as a whole, we have
considered possible potential purchasers, which have recently been involved in
acquisitions in the sector, have previously approached the Parties about potential
acquisitions of their bakery businesses, or were identified by the Parties in internal
documents as potential purchasers, and contacted them in order to assess their
potential interest in a purchase of AB, or a collection of its assets.

We consider that the overall pool of potential purchasers for the AB business as a
whole (that would continue to run it as a supplier of bread and other bakery
products on a national scale, particularly in GB for bread) is likely to be limited as
AB is loss-making. Any potential purchaser would require significant funding to
absorb the losses as it seeks to turn the AB business around and would likely
need to generate significant synergies with its existing business in order to operate
it profitability. As noted above, ABF has already reduced costs and cut capacity
and explored a wide range of other options to restructure AB, but AB continues to
be unprofitable.

In addition to the long-term decline of both the industry and AB in particular, and
the relatively weak position of the Kingsmill brand, the evidence also shows that
there are likely to be limited synergies available for businesses active in similar or
related markets. These factors limit the attractiveness of AB to an alternative
purchaser. None of the potential strategic purchasers that we spoke to indicated
that they would be interested in an opportunity to purchase AB, or any of AB’s GB
assets, and operate it in competition with Hovis. We therefore consider that it is
unlikely that there would have been a purchaser for AB’s assets as a whole, or any
of AB’s GB assets that would have continued to use those assets to supply bread
and other bakery products in competition with Hovis across the UK.

AB’s NI business has its own manufacturing and distribution facilities. In addition,
the NI market and AB NI business have distinct features, as compared with GB,
which we considered might affect the attractiveness of the AB NI business relative
to the AB business overall, including in relation to profitability, likely funding
requirements, distribution models, competitive dynamics and the opportunity for
suppliers based in the Republic of Ireland (ROI) to enter or expand in NI.

We therefore also considered whether there might be an alternative purchaser of
the AB NI business only, absent the Merger, informed by our own analysis and the
AB NI Sales Process.

Our general view is that a sales process conducted against the backdrop of an
ongoing CMA merger investigation is unlikely to be an exact proxy for what would
have happened without the Merger. Taking into account the possible mixed



32.

33.

34.

35.

incentives of the various parties involved in the AB NI Sales Process, as well as
the evidence from potential purchasers regarding the limitations of the sales
materials prepared for the process, we do not consider the AB NI Sales Process to
be an exact proxy for what a sales process in the counterfactual would look like.
Nonetheless, we consider that it provides relevant evidence.

This evidence shows that overall interest in the AB NI business is limited and the
potential purchasers that have shown the most interest in potentially acquiring
AB NI (most notably those that have actively participated in the AB NI Sales
Process) appear to attach only limited value to AB NI as an acquisition target. Of
the 17 potential purchasers that either were approached by ABF’s financial
advisers about the opportunity to acquire AB NI or proactively approached ABF or
its financial advisers on becoming aware of the AB NI Sales Process, only four
made any form of offer for AB NI after attending a site visit and conducting due
diligence, with only three making final non-binding offers. Our analysis of the four
offers indicates that in the case of three of them, the overall consideration offered
was negative (ie there would be a net cost to ABF of accepting the offer) and in
each case this cost would be materially higher than the cost to ABF of liquidating
AB NI. In other words, it would cost ABF materially more to accept the offers from
those purchasers than to close the AB NI business down. The remaining non-
binding offer attributes greater value to AB NI, with the value of that offer being
close to the liquidation value. However, the offer (including the consideration) is
predicated on further ‘red flag due diligence’, and we consider there is material
uncertainty about whether any offer would be made on those or similar terms and
whether any such offer would result in a sale in the counterfactual.

We consider that the limited interest and value attributed to AB NI by potential
purchasers in the AB NI Sales Process is consistent with our own assessment of
AB NI’s financial performance, as well as other evidence we have received about
the attractiveness of the plant bread market in NI as a target for entry or expansion
by an alternative purchaser.

While we cannot exclude the possibility that AB NI might have been sold to a
purchaser that would have run the business as a competitor to Hovis for a price
above the liquidation value, in reaching our view on the counterfactual we are
required to consider what is most likely.

Based on the evidence available to us, our view is that absent the Merger the most
likely scenario would have been one in which AB NI would have exited the market
and there would not have been an alternative purchaser for it (above liquidation
value) that would have operated it as a competitor to Hovis in NI. In other words,
our view is that, absent the Merger, the most likely scenario is that AB NI would
have been closed down.
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... about the effects of the Merger?

36. Having considered the evidence, we consider that in the absence of the Merger
AB would exit the supply of bread and other bakery products in GB and in NI, and
there would not have been an alternative purchaser for the whole AB business, or
AB’s GB or NI assets, above liquidation value, that would continue to use them to
supply these products in competition with Hovis. Consequently, the Merger may
not be expected to result in an SLC in either GB or NI, as regardless of whether
the Merger goes ahead or not, the constraint from AB as a separate competitor to
Hovis would be lost.

CONCLUSION

37. For the reasons explained in this report, we conclude that the Merger will result in
the creation of a relevant merger situation (RMS), and the creation of that RMS
may not be expected to result in an SLC in the supply of bread or any other bakery
products in the UK.

11



FINDINGS

1. INTRODUCTION

1.1 This is the Final Report of the Inquiry Group appointed to investigate the
anticipated acquisition by Associated British Foods plc (ABF) (via its wholly owned
indirect subsidiary, ABF Grain Products Limited) of Hovis Group Limited (Hovis),
which is ultimately owned by Endless LLP (Endless) (the Merger)."2

1.2 On the basis of the evidence to which we refer, and our assessment of that
evidence, in this Final Report we conclude that the Merger, if carried into effect,
will result in the creation of a relevant merger situation (RMS), and may not be
expected to result in a substantial lessening of competition (SLC) within any
market or markets in the UK.

1.3 The Final Report sets out the reasoning for the decisions made in this case as well
as describing the evidence upon which those decisions are based.?

Process

1.4 On 26 March 2026 we issued our Interim Report* which provisionally found that
the Merger may not be expected to result in an SLC in Great Britain (GB). In
Northern Ireland (NI), we provisionally found that without the Merger, it is likely that
there would have been an alternative buyer for the Allied Bakeries (AB) business
in NI who would continue competing with Hovis, and compared to that scenario,
the Merger raised competition concerns specific to NI.

1.5 On 21 May 2026, after receiving and considering additional evidence from ABF
and third parties, including in relation to the AB NI Sales Process, we issued a
Supplementary Interim Report® outlining revisions to our provisional SLC finding
set out in the Interim Report for NI. The Supplementary Interim Report
provisionally concluded that the Merger may not be expected to result in an SLC in
the supply of bread and certain other bakery products in NI.

' On 8 January 2026, in exercise of its duty under section 33(1A) of the Enterprise Act 2002 (the Act), the Competition
and Markets Authority (CMA), having concluded that the conditions to accept a fast-track reference request under
section 34ZF(3) of the Act are met, and having accepted the fast-track reference request made by ABF, Hovis and
Endless, made a reference to its Chair for the constitution of a Group of CMA Panel Members (the Inquiry Group) under
Schedule 4 to the Enterprise and Regulatory Reform Act 2013 in order that the Inquiry Group may investigate and report,
within a period ending on 24 June 2026. ABF and Hovis are together referred to as the Parties, and for statements
relating to the future where ABF acquires Hovis (if the Merger was to proceed), ABF and Hovis are referred to together
as the Merged Entity. The relevant terms of reference can be found on the CMA website, see: CMA, Terms of
reference, 8 January 2026.

2 The Final Report is published pursuant to the CMA rules of procedure for merger, market and special reference groups
(CMAA17), 2 January 2025, Rule 13 and section 38 of the Act.

3 Mergers: Guidance on the CMA's jurisdiction and procedure (CMA2), 19 December 2025, paragraph 12.69.

4 CMA, Interim Report, 26 March 2026.

5 CMA, Supplementary Interim Report, 21 May 2026.
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Evidence in our investigation

1.6 In conducting our investigation in phase 2, we have considered evidence gathered
during the phase 1 investigation, as well as the additional evidence received in
phase 2 which includes the following:

(@)

We held several meetings with the Parties and their advisers during the phase
2 process, including: (i) a teach-in on 21 January 2026, (ii) an Initial
Substantive Meeting (ISM) on 4 February 2026, (iii) a site visit on 11 February
2026, (iv) an Update Call on 23 February 2026, (v) a Main Party Hearing
(MPH) on 21 April 2026, and (vi) a meeting to discuss possible remedies
(Remedies Meeting) on 29 April 2026.

We received several submissions from the Parties during the phase 2 process,
including their response to the phase 2 ‘Areas of focus’ document, their
response to the Interim Report, ABF’s final Phase 2 Remedies Form, a
submission from ABF following the Remedies Meeting, and ABF’s submission
relating to final offers as part of the sales process for AB NI.6

We received the Parties’ responses to several information requests (including
a large volume of internal documents and emails, and quantitative evidence on
revenues, margins and market shares). In addition, we received a response to
an information request from ABF’s financial advisers ([¢<]), which included
internal documents relating to the AB NI Sales Process, including emails
between ABF, its financial advisers and potential purchasers of AB NI.

We received one response to our Interim Report from a third party, six
responses to our Invitation to Comment on Remedies (ITCR) from third parties
(including three of the Parties’ customers), and responses from four third
parties to the Supplementary Interim Report.”

We have also received written responses to our phase 2 information requests
from 44 third parties and held calls with 13 third parties in the industry
(including customers, competitors and all the potential purchasers that
attended site visits as part of the AB NI Sales Process). We also received
internal documents from some of these third parties.

6 See, CMA, ‘Our Areas of focus (Areas of focus)', 15 January 2026 and Parties’ response to the ‘Areas of focus’
document, 29 January 2026; Parties’ response to the Interim Report, 17 April 2026; ABF updated Phase 2 Remedies
Form, 7 May 2026; ABF submissions following the Remedies Meeting, 6 May 2026; and ABF follow-up submission
relating to final offers, 12 May 2026.

7 Responses to the Interim Report, ITCR and Supplementary Interim Report were published on the CMA'’s inquiry

webpage.
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2. THE PARTIES, TRANSACTION AND MERGER
RATIONALE

The Parties

2.1 ABF is a diversified international food, ingredients and retail group, headquartered in
London and listed on the London Stock Exchange. Its activities are currently
organised into five business segments: ingredients, sugar, grocery, agriculture and
retail.® The turnover of ABF in its 2025 financial year was £19.5 billion worldwide
and £6.9 billion in the UK.®°

2.2  ABF Grain Products Limited is a wholly-owned subsidiary of ABF and forms part of
ABF’s grocery segment. AB is the UK bakery business of ABF Grain Products
Limited. Through AB, ABF manufactures and supplies bread and other bakery
products in GB and NI. AB supplies both branded and private label goods and its
brands include Kingsmill, Allinson’s, and Sunblest."°

2.3 ABF’s decision-making is devolved across its businesses, with operational decisions
being taken by divisional leads along with the ABF senior executive team (ABF
SET)."" However, strategic decisions for the businesses, in this case AB, are made
by the ABF board and ABF SET."?

2.4 Hovis manufactures and supplies branded and private label bread and other bakery
products in GB and NI. Its primary brand is Hovis, and its portfolio also includes
Mothers Pride and Ormo. Since 2020, Hovis is ultimately owned by Endless, a
UK-headquartered private equity firm.'® Hovis’ turnover in its 2024 financial year
was £446.8 million worldwide and £435.9 million in the UK.

Transaction

25 Under a share purchase agreement dated 15 August 2025, ABF, through its
subsidiary ABF Grain Products Limited, will acquire all shares in Hovis for an

8 Parties, ‘Briefing paper for the CMA’, 19 August 2025, paragraph 2.1; and Final Merger Notice (FMN), paragraph 3.9.
On 21 April 2026 ABF announced its intention to demerge its retail business from its food business, prior to the end of
the 2027 (see: ABF announces the outcome of its review of Group structure - ABF (last accessed on 12 June 2026)).

9 Associated British Foods plc 2025 Annual Report and Accounts, (financial year ended 13 September 2025) page 168
(last accessed on 12 June 2026).

0 Parties, ‘Briefing paper for the CMA’, 19 August 2025, paragraph 2.2; and FMN, paragraphs 3.1-3.2.

" The ABF SET for AB is comprised of ABF’s CEO, Finance Director, Business Performance Director, Director of
Business Development, Chief People and Performance Officer, Director of Legal Services and Company Secretary, and
AB’s CEO. ABF submission to the CMA, ‘Allied Bakeries Timeline’, 16 December 2025, paragraphs 2.2 and 2.5.

2 ABF, ‘Allied Bakeries Timeline’, 16 December 2025, paragraphs 2.7-2.8.

13 Parties, ‘Briefing paper for the CMA’, 19 August 2025, paragraph 2.5; and FMN, paragraph 3.20.

4 FMN, paragraphs 6.3-6.4; and Hovis Group Limited Annual Report and financial statements (financial year ended

28 September 2024), page 32 (last accessed on 12 June 2026). Hovis has also confirmed to the CMA that according to
its unaudited annual accounts for the financial year ending on 27 September 2025, its turnover was £[<] million in the
UK (Hovis submission to the CMA, 27 February 2026).
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estimated enterprise value of £[e<] million. The sellers comprise investment funds
managed by Endless and members of Hovis management.’®

2.6 ABF and Hovis (or its owners at the relevant times) have discussed a potential
transaction or some form of collaboration at various points since at least
November 2007. This has involved numerous discussions, of varying lengths, over
an extended period of time. Discussions between ABF and Hovis (or its owners)
include:

(@) In November 2007/early-2008, ABF and Premier Foods (Hovis’ owner at the
time) discussed the potential combination of ABF’s bakery business with
Premier Foods/Hovis.®

(b) Between October 2015 and April 2016, ABF, Gores Group (Gores) (a private
equity firm that acquired a majority stake in Hovis in 2014)'” and Hovis
discussed a potential acquisition by ABF of parts of the Hovis bread business.

(c) InJanuary 2018, AB and Hovis discussed a potential collaboration in [$<].18

(d) InJune 2018, Hovis’ CEO approached ABF to discuss a potential sale of
Hovis.® Discussions were ongoing until October 2018.

(e) Between January 2019 and May 2020, ABF and Hovis further discussed
potential collaboration options, including a [¢<] and a joint venture [$<].%°
However, Gores ultimately agreed to sell Hovis to Endless in November 2020.

(f)  Following Endless’ acquisition of Hovis, ABF and Hovis had discussions
between November 2020 and May 2021 regarding potential collaboration in
relation to [$<].?

(g) Between February 2022 and April 2023, ABF entered into discussions with
Endless (with Hovis’ input) regarding potential [<], including by way of a [<]

5 FMN, paragraphs 2.1 and 5.; Parties’ response to the CMA’s RFI dated 11 March 2026.

6 On 22 August 2025, ABF submitted a chronology to the CMA which provided an overview of key strategy documents,
decisions and events relating to AB, and which ABF considered to be relevant to the assessment of AB’s financial
position and the counterfactual (ABF, ‘Allied Bakeries Chronology: Key Strategic Documents, Decisions and Event’,

22 August 2025). The chronology was resubmitted as Annex 0006 to the Draft Merger Notice (DMN), dated

12 September 2025. An updated chronology was submitted on 5 November 2025 to reflect the Parties’ response to CMA
RFI14 dated 24 October 2025. A final updated chronology was submitted as Annex 0006 to the FMN on 18 December
2025 (Annex 0006 to the FMN dated 18 December 2025, Appendix 1, Table 1). Premier Foods acquired Hovis in 2007
(Parties’ response to the CMA’s RFI dated 24 October 2025, paragraph 4.1.1; and Annex 0006 to the FMN dated

18 December 2025, Appendix 1, paragraph 1.1).

7 Annex 0006 to the FMN dated 18 December 2025, Appendix 1, Table 1. Gores acquired a 51% controlling stake in
Hovis in approximately April 2014, with Premier Foods retaining a 49% stake (Parties’ response to the CMA’s RFI dated
24 October 2025, paragraph 4.1.2; and Annex 0006 to the FMN dated 18 December 2025, Appendix 1, paragraph 1.2).
8 Annex 0006 to the FMN dated 18 December 2025, Appendix 1, Table 1.

9 Annex 0006 to the FMN dated 18 December 2025, Appendix 1, Table 1 and paragraph 5.

20 Annex 0006 to the FMN dated 18 December 2025, Appendix 1, Table 1 and paragraph 5. During these discussions,
the Hovis CEO [¢<] (Annex 0006 to the FMN dated 18 December 2025, Appendix 1, paragraph 6).

21 Annex 0006 to the FMN dated 18 December 2025, Appendix 1, Table 1. Endless acquired the entirety of Hovis in
November 2020 (Annex 0006 to the FMN dated 18 December 2025, paragraph 4.17 and Appendix 1, paragraph 1.3).
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or as a joint venture, with input from [<], a consultancy firm. The Parties
submitted that ABF and Endless ultimately concluded that there was a lack of
sufficient savings from a [é<] collaboration. Endless and ABF also explored the
potential for a broader [<] joint venture, but the Parties submitted that talks
broke down as they were unable to reach an agreement [$<].22

(h) Inlate November and December 2023, informal meetings took place between
ABF and Endless, prompting the start of formal discussions which ultimately
led to the final agreement on the Merger in August 2025.23

(i) In March 2024, ABF and Endless formally met to discuss potential areas of
collaboration, including: [¢<]. Further meetings took place between April and
June 2024, and on 9 July 2024, ABF and Endless agreed that ABF should
consider acquiring Hovis.?*

(i) In August 2024, ABF and Endless entered into an NDA and clean team
arrangements and in early September 2024 ABF commenced initial due
diligence.?®

(k) Between late September and November 2024, ABF and Endless negotiated a
price for Hovis, with ABF, on 14 November 2024, confirming an offer of
£[<] million for Hovis. Endless verbally accepted the offer on 25 November
2024 and permitted ABF to engage in further due diligence.?®

() On 10 December 2024, ABF formally made a non-binding offer for Hovis of
£[5<] million.?” ABF updated its non-binding offer on 21 March 2025, and
again on 18 June 2025, reducing its valuation of Hovis to £[¢<] million in view
of a downturn in Hovis’ trading.?® The final share purchase agreement was
then signed on 15 August 2025.2°

Merger rationale

2.7 The Parties submitted that the primary rationale for the Merger is the cost
synergies that will be generated by combining ABF’s and Hovis’ operations,
creating a sustainable platform for the future business.3°

22 ABF, ‘Allied Bakeries Timeline’, 16 December 2025, paragraph 7.4.1; Annex 0006 to the FMN dated 18 December
2025, Appendix 1, Table 1 and paragraph 27.2; and Parties’ response to the CMA’s RFI dated 24 October 2025,
paragraphs 7.3 and 8.2.

23 ABF, ‘Allied Bakeries Timeline’, 16 December 2025, paragraph 14.5; FMN, paragraph 2.15; and Annex 0006 to the
FMN dated 18 December 2025, paragraph 44.4 and footnote 31, and Appendix 1, Table 1.

24 FMN, paragraphs 2.15-2.17.

25 FMN, paragraph 2.19.

26 FMN, paragraph 2.20.

27 FMN, paragraph 2.22.

28 FMN, paragraphs 2.24 and 2.27.

29 FMN, paragraph 2.1.

30 FMN, paragraph 2.5.
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2.8 ABF submitted that the Merger results from its review of strategic options for AB
which has been loss making with cumulative operating losses of c.£[¢<] million
over the past 14 years.3' ABF submitted that the losses of AB are not attributable
to inefficiencies, temporary shocks or execution failures but to adverse market-
wide conditions and structural characteristics undermining the viability of
continuing the business on a standalone basis.3? Hovis has also faced increasingly
challenging financial circumstances, and has been loss making for a number of
years.33

2.9 ABF submitted that profitability has been increasingly challenged due to
consistently declining demand for pre-sliced packaged bread and the loss of scale
in its nationwide, daily delivery, distribution network.34 ABF submitted that
declining bread demand has left AB with excess capacity and high fixed
distribution costs which cannot be reduced further without losing nationwide
coverage.®®

2.10  ABF also submitted that AB has tried to improve cost recovery through price
increases and volume growth.3¢ However, the Parties submitted that grocery
multiples (GMs) hold significant buyer power, controlling the allocation of volume
and shelf space in a market with declining demand. GMs have substantially
increased the sale of their own private label products, displacing volume of the
higher margin Kingsmill and Hovis branded product and have successfully
negotiated and maintained very low prices.3” GMs also have the ability to
consolidate the number of brands they sell, as seen by Tesco’s recent delisting of
Kingsmill.38

2.11  ABF also submitted that AB has faced cost inflation in respect of wheat, power and
raw materials following Russia’s invasion of Ukraine in late February 2022. As a
result, even where price increases have been achieved (approximately [¢<] pence
per pack between FY20/21 and FY24/25), this has fallen short of input cost
inflation, adversely affecting profitability.3°

2.12  The Parties submitted that after the Merger, ABF intends to merge Hovis with its
bakery division, AB, to create significant synergies which will remove substantial
costs and put the Merged Entity on a sustainable footing going forward.4® ABF has

31 Parties’ response to the ‘Areas of focus’ document, 29 January 2026, paragraph 3.6.

32 Parties’ response to the ‘Areas of focus’ document, 29 January 2026, paragraph 3.2.

33 FMN, paragraph 10.1; and Parties’ response to the ‘Areas of focus’ document, 29 January 2026, paragraphs 1.6, 1.8
and 7.3.

34 See: ABF, ABF to Acquire Hovis Group - ABF, following review of strategic options for Allied Bakeries, 15 August 2025
(last accessed on 12 June 2026).

35 FMN, paragraph 2.6; and Parties’ response to the ‘Areas of focus’ document, 29 January 2026, paragraphs 2.15-2.16.
36 Parties’ response to the ‘Areas of focus’ document, 29 January 2026, paragraphs 3.16.

87 FMN, paragraph 32; and Parties’ response to the ‘Areas of focus’ document, 29 January 2026, paragraph 2.25.

38 Parties’ response to the ‘Areas of focus’ document, 29 January 2026, paragraph 2.25.

39 ABF, ‘Allied Bakeries Timeline’, 16 December 2025, paragraph 9.1; and Parties’ response to the ‘Areas of focus’
document, 29 January 2026, paragraph 3.16.

40 FMN, paragraphs 2, 2.1 and 2.5.
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estimated synergies amounting to c¢.£[<] million per annum derived from the
Merger.*" ABF submitted that, with AB’s sustained losses and the structural
decline in plant bread generally, the resulting synergies from the Merger are the
only solution to return AB to profitability.#? Therefore, ABF submitted that the
Merger is the only realistic option and exit is inevitable absent the Merger,*3 as is
discussed below in Chapter 4.

2.13  ABF’s estimated Merger synergies arise from efficiencies that would be realised
largely in GB. Synergies comprise approximately:#4

(@) £[¢<] million from combining operational footprints, including [¢<];

(b) £[¢<] million from integrating GB distribution and logistics networks (including
[<1);

(c) £[<] million from [<]; and
(d) £[<] million in [<] savings through [<].

2.14  The Parties also submitted that the substantial synergies and cost savings will
create a financially resilient platform that justifies ABF investing in the Merged
Entity. Planned investment of £[e<] million will support new product development
aligned with evolving customer preferences, including [¢<].#° ABF intends to [¢<]
the Hovis brand [¢<], creating product innovation synergies.*® The Parties
submitted that the Merger will therefore enhance the Merged Entity’s ability to
compete more effectively and ensure greater choice for customers and
consumers.*’

2.15 ABF internal documents discussing the Merger rationale are broadly consistent
with the Parties’ Merger rationale submissions described above.*®

41 FMN, paragraph 2.6.

42 Parties’ response to the ‘Areas of focus’ document, 29 January 2026, paragraph 3.38.

43 FMN, paragraph 6.

44 Parties, ‘Briefing paper for the CMA’, 19 August 2025, paragraphs 4.3.1-4.3.4; FMN, paragraphs 2.6.1-2.6.4; and
Parties’ response to the ‘Areas of focus’ document, 29 January 2026, paragraphs 2.16, 3.42(a), and 3.48.

45 Parties’ response to the ‘Areas of focus’ document, 29 January 2026, paragraph 2.20.

46 An ABF internal document discusses [¢<] the Hovis brand and anticipates that new product development will generate
earnings before interest, taxes, depreciation, and amortisation (EBITDA) of £[2<] million in 2028, £[¢<] million in 2029,
and £[&<] million in 2035, with an estimated £[<] million of direct investment required to achieve these synergies (ABF
internal document, Annex ABF005429 to the FMN dated 18 December 2025, slide 8).

47T FMN, paragraphs 2, 2.5 and 2.7-2.8.

48 For example: ABF internal documents, Annex ABF005346 to the CMA’s s109 Notice dated 1 October 2025, ‘[<],
page 4; Annex ABF005409 to the CMA'’s s109 Notice dated 1 October 2025, ‘[¢<]’, page 5; Annex ABF005429 to the
CMA’s s109 Notice dated 1 October 2025, <], pages 2 and 8; and Annex ABF005396 to the CMA’s s109 Notice dated
1 October 2025, ‘[¢<]’, page 5-9.

18


https://www.gov.uk/cma-cases/abf-slash-hovis-merger-inquiry#response-to-our-areas-of-focus
https://www.gov.uk/cma-cases/abf-slash-hovis-merger-inquiry#response-to-our-areas-of-focus
https://www.gov.uk/cma-cases/abf-slash-hovis-merger-inquiry#response-to-our-areas-of-focus

3.1

3.2

3.3

RELEVANT MERGER SITUATION

This chapter addresses the first of the two statutory questions which we are
required to answer under section 36(1) of the Act, namely, whether arrangements
are in progress or in contemplation which, if carried into effect, will result in the
creation of a relevant merger situation (RMS).4°

The concept of an RMS, which is used to assess whether the CMA has jurisdiction
to investigate a merger, has two principal elements: (a) two or more enterprises
cease to be distinct enterprises; and (b) the value of the turnover in the UK of the
enterprise being taken over exceeds £100 million.%° We address each of these
elements in turn below.

For the reasons set out below, we conclude that the Merger, if carried into effect,
will result in the creation of an RMS, on the basis that the Parties are enterprises
that will cease to be distinct and that the value of the turnover in the UK of the
enterprise being taken over (Hovis) exceeds £100 million.

Enterprises ceasing to be distinct

Enterprises

3.4

3.5

3.6

The first element of the jurisdictional test is whether two or more enterprises will
cease to be distinct as a result of the Merger.>"

The Act defines an ‘enterprise’ as ‘the activities, or part of the activities, of a
business’. A ‘business’ is defined as including ‘a professional practice and includes
any other undertaking which is carried on for gain or reward or which is an
undertaking in the course of which goods or services are supplied otherwise than
free of charge’.52

ABF, headquartered in London, UK, is a diversified international food, ingredients
and retail group.®® ABF’s turnover in 2025 was approximately £6.9 billion in the
UK.5* AB is a division of ABF’s wholly-owned subsidiary, ABF Grain Products

49 Section 36(1)(a) of the Act.

50 Sections 23 and 24 of the Act. There are other elements which can apply when determining the RMS question (such
as the statutory period for reference, the share of supply test and the hybrid test), but these do not need to be considered
in this case.

51 Section 23 of the Act.

52 Section 129(1) of the Act.

53 FMN, paragraph 3.9.

54 Associated British Foods plc 2025 Annual Report and Accounts, (financial year ended 13 September 2025) page 168

(last accessed on 12 June 2026).
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Limited.%® AB manufactures and supplies bread and other bakery products in GB
and NI.%6

3.7 Hovis, headquartered in High Wycombe, UK, also manufactures and supplies
bread and other bakery products in GB and NI.57 Hovis’s turnover in 2024 was
£435.9 million in the UK.58

3.8 Our conclusion is that each of ABF and Hovis is a ‘business’ within the meaning of
the Act and that, accordingly, the activities of each of ABF and Hovis constitute an
‘enterprise’ for the purposes of the Act.

Ceasing to be distinct

3.9 The Act provides that any two enterprises ‘cease to be distinct’ if they are brought
under common ownership or common control.5°

3.10  As aresult of the Merger, ABF, through its wholly-owned subsidiary ABF Grain
Products Limited, will acquire the entire issued share capital of Hovis.?°
Accordingly, on completion of the Merger, ABF and Hovis will be brought under
common ownership and control within the meaning of section 26 of the Act.

3.11  Our conclusion is therefore that the Merger will, if carried into effect, result in two
or more enterprises (namely ABF and Hovis) ceasing to be distinct.

The turnover test

3.12  The second element of the jurisdictional test seeks to establish sufficient
connection with the UK, on the basis of one of the turnover test,®! the share of
supply test®? or the hybrid test.53

3.13  The turnover test is satisfied where the value of the turnover in the UK of the
enterprise being taken over exceeds £100 million (section 23(1)(b) of the Act). As
noted above, Hovis’s turnover in the UK was £435.9 million in FY2024.%* We are
therefore satisfied that the turnover test is met. As we have concluded that the

55 FMN, paragraph 24.22.

5 FMN, paragraph 3.2.

57 FMN, paragraph 13.

58 FMN, paragraph 6.4; and Hovis Group Limited Annual Report and financial statements (financial year ended

28 September 2024), page 32 (last accessed on 12 June 2026). Hovis has also confirmed to the CMA that according to
its unaudited annual accounts for the financial year ending on 27 September 2025, its turnover was £[<] million in the
UK (Hovis submission to the CMA, 27 February 2026).

59 Section 26 of the Act.

60 FMN, paragraphs 2.1 and 5.1; and Annex 0012 to the FMN dated 18 December 2025, ‘[¢<], clause 2.1.

61 Section 23(1) of the Act.

62 Sections 23(2)-23(4) of the Act.

63 Sections 23(4C)-23(4G) of the Act.

64 FMN, paragraph 6.4; and Hovis Group Limited Annual Report and financial statements (financial year ended

28 September 2024), page 32 (last accessed on 12 June 2026). Hovis has also confirmed to the CMA that according to
its unaudited annual accounts for the financial year ending on 27 September 2025, its turnover was £[<] million in the
UK (Hovis submission to the CMA, 27 February 2026).
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turnover test is met, there is no need to consider the share of supply test or the
hybrid test.

Conclusion on the relevant merger situation

3.14  In view of the above, we have found that arrangements are in progress or
contemplation which, if carried into effect, will result in the creation of an RMS.
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4,

COUNTERFACTUAL

Introduction

4.1

This chapter sets out the applicable framework for assessing the counterfactual
and our assessment of, and conclusions on, the appropriate counterfactual in this
case.

Framework for assessing the counterfactual

4.2

4.3

4.4

4.5

Applying the SLC test involves a comparison of the prospects for competition with
the merger against the competitive situation without the merger (ie the
counterfactual).®® The counterfactual is not a statutory test but rather an analytical
tool used in answering the statutory question of whether the merger gives rise to
an SLC.%6

The counterfactual is not intended to be a detailed description of the conditions of
competition that would prevail absent the merger. Those conditions are better
considered in the competitive assessment.®” The CMA will generally conclude on
the counterfactual conditions of competition broadly — for anticipated mergers, the
counterfactual may consist of the prevailing conditions of competition (that is
existing levels of competition between the merger firms), or conditions of
competition that involve stronger or weaker competition between the merger firms
than under the prevailing conditions of competition.68 The CMA seeks to avoid
predicting the precise details or circumstances that would have arisen absent the
merger and will often focus on significant changes affecting competition between
the merger firms, such as exit by one of the merger firms.%°

Establishing the appropriate counterfactual is an inherently uncertain exercise and
evidence relating to future developments absent the merger may be difficult to
obtain. Uncertainty about the future will not in itself lead the CMA to assume the
prevailing conditions of competition to be the appropriate counterfactual. As part of
its assessment, the CMA may consider the ability and incentive (including but not
limited to evidence of intention) of the merger firms to pursue alternatives to the
merger, which may include reviewing evidence of specific plans where available.”®

In determining the appropriate counterfactual, the CMA may consider whether,
absent the merger, one of the merger firms is likely to have exited the market,

65 CMA, Merger Assessment Guidelines (CMA129), 18 March 2021, paragraph 3.1.

66 CMA129, paragraph 3.1. In the case of an anticipated merger, the test is whether the merger may be expected to
result in an SLC within any market or markets in the UK for goods or services (section 36(1)(b) of the Act).

67 CMA129, paragraph 3.7; see also paragraphs 3.6 and 3.32.

68 CMA129, paragraphs 3.2 and 3.9.

69 CMA129, paragraphs 3.8 and 3.11.

70 CMA129, paragraph 3.14.
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ie the ‘exiting firm’ scenario.”" In forming a view on an exiting firm scenario, the
CMA will use the following framework of cumulative conditions:

(a) the firm is likely to have exited (through failure or otherwise)’? (Limb 1); and, if
SO

(b) there would not have been an alternative, less anti-competitive purchaser for
the firm or its assets to the acquirer in question (Limb 2).

4.6 When considering if there were alternative purchasers for the purpose of Limb 2,
the CMA will seek to identify who the alternative purchaser(s) might have been
and take this into account when determining the counterfactual. The CMA may
consider the marketing process for the firm as well as offers received for it. The
CMA will not restrict its analysis to alternative purchasers who were willing to pay
the same or similar price that was agreed in the merger under investigation, but
rather the CMA will assess whether there was an alternative purchaser willing to
acquire the firm at any price above liquidation value.”® As the CMA is assessing
what is most likely absent the Merger, it will compare the value that would be
generated by a sale to the estimated liquidation value, as if a sale generates less
value than liquidation, then the exiting firm is less likely to pursue a sale over
liquidating the business. Importantly, the CMA will consider alternative purchasers
that would have operated the business as a competitor.”

4.7 Where the CMA concludes that the ‘exiting firm’ scenario applies, then it will find
that the merger may not be expected to result in an SLC.”® This is because in a
scenario in which one of the merging firms would exit absent the merger, the
competitive constraint posed by that firm would be lost in any event through that
exit, such that the loss of that competitive constraint as a result of the merger
would not be expected to result in an SLC.

Third-party submissions on the counterfactual framework

4.8 In response to the Supplementary Interim Report, third parties made submissions
regarding the CMA'’s framework for assessment, including the role of the
counterfactual in that assessment and the correct approach to determining the
relevant counterfactual.”® Points that relate to the application of Limb 1 and 2 of

71 CMA129, paragraph 3.16.

72 \While the exiting firm scenario is most commonly considered when one of the firms is said to be failing financially, exit
may also be for other reasons, for example because the target firm’s corporate strategy has changed (CMA129,
paragraph 3.22).

73 We use ‘liquidation value’ as an analytical tool to mean the value associated with winding up or otherwise ceasing to
operate the business. It may not necessarily involve a formal liquidation process. The liquidation value can be positive or
negative depending on whether the realisable sale value of a firm’s assets exceeds its outstanding liabilities.

74 CMA129, paragraph 3.30.

75 CMA129, paragraph 3.23.

76 Innovest's response to the Supplementary Interim Report, 28 May 2026; Innovest adviser's response to the
Supplementary Interim Report, 28 May 2026; Market participant A’s response to the Supplementary Interim Report,

28 May 2026; and Market participant B’s response to the Supplementary Interim Report, 1 June 2026.

23


https://www.gov.uk/government/publications/merger-assessment-guidelines
https://www.gov.uk/government/publications/merger-assessment-guidelines
https://www.gov.uk/government/publications/merger-assessment-guidelines
https://www.gov.uk/government/publications/merger-assessment-guidelines
https://assets.publishing.service.gov.uk/media/6a268f7756e988a798b3876d/Innovest_response_to_the_supplementary_interim_report_8_June_2026__2_.pdf
https://assets.publishing.service.gov.uk/media/6a268f0656e988a798b3876c/Innovest_adviser___response_to_the_supplementary_interim_report_8_June_2026.pdf
https://assets.publishing.service.gov.uk/media/6a268f0656e988a798b3876c/Innovest_adviser___response_to_the_supplementary_interim_report_8_June_2026.pdf
https://assets.publishing.service.gov.uk/media/6a268f492cdcfdb7436ac06b/Market_Participant_A___response_to_the_supplementary_interim_report_8_June_2026.pdf
https://assets.publishing.service.gov.uk/media/6a268d082cdcfdb7436ac061/Market_Participant_B_response_to_the_supplementary_interim_report_8_June_2026.pdf

4.9

4.10

4.1

412

the exiting firm scenario specifically (whether they relate to AB NI, AB’s bakery
operations in GB (AB GB) or AB generally) are considered in the sections dealing
with Limb 1 and Limb 2 below.

As noted at paragraph 4.2 above, to apply the SLC test we compare the prospects
for competition with the Merger against the most likely competitive situation
without the Merger (the counterfactual). The first step in the analytical framework
is therefore to consider what would happen absent the Merger, in other words to
establish the appropriate counterfactual against which to assess the impact of the
Merger on competition.

When considering the counterfactual in this case, we have considered whether the
exiting firm scenario applies. Two third parties submitted that the CMA should
consider what liquidation would look like, and whether AB NI’s sales would have
been dispersed to competitors resulting in a more competitive outcome than the
Merger.”” One of these third parties referred, in support of this submission, to the
‘Limb 3’ included in the exiting firm framework in the CMA’s previous (now
superseded) merger assessment guidelines from 2010.78

We have applied the framework set out in our current (2021) merger assessment
guidelines, which as noted at paragraph 4.5 above contains two limbs. Limb 1
considers whether, absent the merger, a firm is likely to have exited, while Limb 2
considers whether there would have been an alternative, less anti-competitive
purchaser for the firm or its assets.”® As set out in our current guidelines, where
the CMA concludes that these two Limbs are satisfied, it will not find an SLC.80
This is because, regardless of whether the merger goes ahead or not, the
constraint from the exiting firm as a separate competitor would be lost.

Four third parties made submissions about the negative effects that they submitted
would result from the Merger if the CMA’s provisional findings became final .8’
Three of those third parties referred to the Parties’ combined shares of supply and
the highly concentrated nature of the market, and the negative impact they
believed the Merger would have on competition, customers and ultimately

7 Innovest adviser’s response to the Supplementary Interim Report, 28 May 2026; and Market participant B’s response

to the Supplementary Interim Report, 1 June 2026, paragraph 4.8.

78 Market participant B’s response to the Supplementary Interim Report, 1 June 2026, paragraphs 4.7-4.8.

79 As noted above, the 2010 version of the merger assessment guidelines included three limbs. Those guidelines were
superseded in 2021 by the current merger assessment guidelines.

80 CMA129, paragraph 3.23.

81 Innovest's response to the Supplementary Interim Report, 28 May 2026; Innovest adviser's response to the

Supplementary Interim Report, 28 May 2026; Market participant A’s response to the Supplementary Interim Report,

28 May 2026; and Market participant B’s response to the Supplementary Interim Report, 1 June 2026.
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consumers in NI.82 Two of those third parties also submitted that the CMA should
require structural measures to address these negative effects.

413 These third-party submissions appear to consider the impact of the Merger relative
to the current conditions of competition (ie with AB and Hovis competing
independently, at least in NI).84 In order to assess the impact of the Merger against
the current conditions of competition, the CMA would need to find that this — and
not the exiting firm scenario — is the most likely situation without the Merger. If the
exiting firm scenario applies, the CMA will not find an SLC — and where there is no
SLC, the CMA has no power to impose a remedy.

4.14  The rest of this Chapter sets out our assessment of whether the exiting firm
scenario is the relevant counterfactual in this case.

Limb 1: Likelihood of exit

Introduction

415 Where a firm may be exiting because of financial failure, consideration is given
both to whether the firm is unable to meet its financial obligations in the near future
and to whether it is unable to restructure itself successfully. In practice, the CMA
will carefully examine the firm'’s profitability over time, its cash flows and its
balance sheet in order to determine the profile of assets and liabilities. The CMA
may consider the action the management has taken to address the firm’s position
and will review contemporaneous internal documents such as board minutes,
management accounts and strategic plans. If the firm is part of a larger corporate
group, the CMA will also consider the parent company’s ability and incentive to
provide continued financial support.8®

ABF’s submissions

416  ABF submitted that Limb 1 was satisfied, and that absent the Merger, AB (in both
GB and NI) would be likely to exit the market in the foreseeable future.86:87 In
particular, ABF submitted that:

82 |nnovest adviser’s response to the Supplementary Interim Report, 28 May 2026; Market participant A’s response to the
Supplementary Interim Report, 28 May 2026; and Market participant B’s response to the Supplementary Interim Report,
1 June 2026.

83 Market participant A’s response to the Supplementary Interim Report, 28 May 2026; and Market participant B’'s
response to the Supplementary Interim Report, 1 June 2026.

84 Or under conditions of competition that are comparable to current conditions of competition, such as AB NI continuing
to operate as a competitor of Hovis under new ownership.

85 CMA129, paragraph 3.28.

86 Parties’ response to the ‘Areas of focus’ document, 29 January 2026, paragraphs 3.31 and 3.32.

87 In support of ABF’s submissions on Limb 1, [¢<] undertook detailed financial analysis on AB, which included a paper
submitting that AB’s financial position is unsustainable and that there are no viable solutions to return AB to profitability if
the Merger does not go ahead (FMN, summary paragraph 4 and Annexes 1-4 to the FMN dated 18 December 2025).
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(a) AB’s sales had declined, with its Kingsmill brand no longer representing a
meaningful competitive constraint;

(b) AB had been loss-making [<] since 2011/12, with cumulative operating
losses of around £[¢<] million over the past 14 years. It further submitted that
over the most recent five-year period, AB’s operating losses had averaged
around £[<] million per annum, with AB recording an operating loss of
around £[<] million in 2024/25, despite having already implemented
extensive cost-reduction and efficiency measures;8°

(c) AB had undertaken multiple rounds of restructuring and cost reduction, for
example reducing central overheads by around [¢<]% since 2017/18; closing
bakeries and production lines following the loss of major contracts;
rationalising its depot network; reducing its fleet size, and optimising routing
within its distribution network. It submitted that these measures have left
central, site-level and logistics overheads at minimum viable levels for a firm
operating a nationwide bakery business with direct-to-store (‘DTS’) capability.
ABF submitted that [<];°°

(d) ABF and AB had considered a number of restructuring options to address
AB’s ongoing losses, including assessments undertaken by AB, ABF and
external consultants,®! and there was no prospect of AB ever returning to
profitability other than through the Merger;®?

(e) in[]2018, [<] informed AB that it was terminating its private label supply
contract with AB. By [¢<] 2020, AB had ceased supplying [¢<] with private
label plant bread, and this accounted for around [6<]% (or [¢<] million loaves
per week (Ipw)) of AB’s supply of plant bread in the UK.%3 In [$<] 2021, AB
ended its supply agreement with [¢<] for Kingsmill plant bread and private
label after being unable to find a commercially sustainable agreement to
supply these products.®* In [<] 2023, Tesco delisted the vast majority of
Kingsmill branded products from its stores which represented around [<]%
of AB’s total volumes of Kingsmill bread at the time.®> ABF submitted that this
Te<];%

88 FMN, paragraph 10.36.

89 Parties’ response to the ‘Areas of focus’ document, 29 January 2026, paragraph 3.6.

90 parties’ response to the ‘Areas of focus’ document, 29 January 2026, paragraph 3.15.

9T FMN, paragraph 10.48.

92 FMN, summary paragraphs 3 and 6, and paragraphs 10.36 and 10.39.

93 Annex 0006 to the FMN dated 18 December 2025, paragraph 2.1.

9 Annex 0006 to the FMN dated 18 December 2025, paragraph 13.

9 Annex 0006 to the FMN dated 18 December 2025, paragraph 41.1; and Parties’ response to the ‘Areas of focus’
document, 29 January 2026, paragraph 2.25.

9% ABF submission to the CMA, ‘Allied Bakeries Timeline’, 16 December 2025, paragraphs 14.2 and 14.3.
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(f)

(9)

the ABF board determined at its [¢<] 2024 board meeting that either the
Merger proceeds or that AB must be shut down and liquidated.®” ABF
submitted that, as instructed by the board, [¢<];%® and

while AB NI recorded a small profit, this was based on production in the NI
bakery (some of which was production for GB), and AB NI also relied on AB’s
GB operations for supply of certain products and for head office support.
Taking into account the impact of closing AB’s GB operations and the
additional costs to continue to operate AB NI, it would not make sense for AB
to continue to operate AB NI on a standalone basis.®® It submitted that there
was no credible business rationale for ABF to [¢<].1%0 ABF submitted that for
the purposes of decision-making, ABF considered AB on a UK-wide basis,
and that [<].101

Third-party submissions

417

Innovest’s adviser submitted that the CMA should not place any weight on
submissions by ABF that, absent the Merger, it will close its bakery division (ie the
whole of AB) and exit the UK bread market.'%? In support of its submission, it made
the following points:

(a)

(b)

(c)

(d)

AB is an important customer of ABF’s ingredients business (flour and yeast)
which has sales of £2.04 billion.'% ABF has a flour mill in NI and would lose
a major customer if AB NI were to be closed. %4

Given ABF is a publicly quoted company and given the scale of its overall
turnover and operating profit, ABF would not close AB without a buyer. %5

AB NI makes a meaningful contribution to the operating figures of AB,
therefore the strategy to close the business is only due to ABF’s merger
strategy. 106

ABF would not exit AB NI, as AB NI is an integral part of AB GB and it is
integrated into the operations of AB GB because it has trucks going between
GB and NI, and vice versa, each day.'%”

97 FMN, summary paragraph 3, and paragraphs 10.37 and 10.51.

98 FMN, paragraph 10.52.

99 FMN, summary paragraph 55.

100 Parties’ response to the ‘Areas of focus’ document, 29 January 2026, paragraph 3.31.

101 FMN, paragraph 10.55. We note, however, that ABF has run a sales process for AB NI during the course of our

investigation (beginning in at least December 2025) as discussed in paragraphs 4.247 to 4.254 below.
102 Innovest adviser’s response to the Supplementary Interim Report, 28 May 2026, Section 2.

193 Innovest adviser’s response to the Supplementary Interim Report, 28 May 2026, paragraph 2.2.

104 Innovest adviser’s response to the Supplementary Interim Report, 28 May 2026, paragraph 10.3(iii).
105 Innovest adviser’s response to the Supplementary Interim Report, 28 May 2026, paragraph 2.1.

106 Innovest adviser’s response to the Supplementary Interim Report, 28 May 2026, paragraph 10.3(ii).

07 Innovest adviser’s response to the Supplementary Interim Report, 28 May 2026, paragraphs 2.5 and 10.3(i).
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(e)

(f)

(9)

AB’s withdrawal from the UK bread market would cause ABF irreparable
reputational harm in the financial markets. %8

By virtue of ABF’s shareholders’ connection to the Weston family (whose
background is in bread), ABF is emotionally connected to the bread market,
which is why it has not been open to any approaches to sell the business. %9

ABF has had the opportunity to close AB down for many years but has never
done so.™0

4.18 The implications of the ABF flour mill and sales of yeast, and the importance of AB
to the wider ABF group for the counterfactual, are considered in the section on
ABF’s incentive to retain AB in the context of the financial and strategic value of
AB to the ABF group below.

Our assessment

4.19 To assess whether AB would likely have exited absent the Merger (Limb 1), we
considered:

(a)
(b)
(c)

(d)

(e)

(f)

(9)

ABF’s exit discussions (see paragraphs 4.20 to 4.28);
AB’s financial performance (see paragraphs 4.29 to 4.42);

actions pursued to improve the performance of AB (see paragraphs 4.43 to
4.47);

strategic options to improve the performance of AB that were considered by
ABF, but not pursued (see paragraphs 4.48 to 4.138);

possible options to restructure the business that have not been considered
by ABF (see paragraphs 4.139 to 4.144);

ABF’s incentive to retain AB in the context of the financial and strategic value
of AB to the ABF group (see paragraphs 4.145 to 4.157); and

whether an exit by ABF would cover the whole of the UK, or whether ABF
would retain AB’s NI operations having regard to AB’s stronger financial
performance in NI relative to GB and differences in market conditions in GB
and NI (see paragraphs 4.158 to 4.172).

108 Innovest adviser’s response to the Supplementary Interim Report, 28 May 2026, paragraph 2.6.

109 Innovest adviser’s response to the Supplementary Interim Report, 28 May 2026, paragraph 2.8.

0 Innovest adviser’s response to the Supplementary Interim Report, 28 May 2026, paragraph 2.4.
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4.20

4.21

4.22

4.23

ABF’s exit discussions

Over time ABF has considered a range of options for the AB business including
closure of the AB business (our assessment of the other options considered for
the AB business is set out in the sections below).

The evidence before us shows that, beginning at the latest in 2018, ABF engaged
in various restructuring and cost-reduction measures aimed at addressing AB’s
financial difficulties (see paragraph 4.45), and that since at least [¢<] 2021 the ABF
board has viewed AB’s business model as not sustainable, with the board minutes
from around this time noting financial difficulties."'” The minutes recording the
board meeting held on [¢<] 2022 noted the AB CEQO’s understanding of the [<],
which could ultimately lead to the total closure of AB in GB.""?

Following the [<] 2022 ABF board meeting, ABF engaged [¢<] to assess potential
options available to improve AB’s financial position. As explained further below, a
report prepared by [¢<] in [¢<] 2023 considered various options for AB, including
exit (the [&] Report). It concluded that ‘in the long term, only a full merger or exit
could be attractive from a financial perspective’ due to negative net present values
(NPVs) for the remaining options. ABF’'s CEO summarised the findings of the [<]
Report to the ABF board at the [<] 2023 board meeting.'"3

The possible closure of the AB business was also considered by the ABF board at
the board meetings held on [¢<] 2024 and [¢<] 2024. The internal documents
related to those board meetings record that the board was largely pessimistic
regarding AB’s financial performance and prospects, despite previous
restructuring efforts, and that the Merger or exit were the only options being
considered by the ABF board at the time. For example:

(@) The minutes of ABF’s board meeting held on [¢<] 2024 state that ABF’'s CEO
‘took the board through the two options available in relation to [AB’s]
future’.14

(b) The presentation used by ABF’s CEO at the [¢<] 2024 board meeting notes
an overall decline in the plant bread market, that creating a more sustainable
distribution model had not been effective and that there had been significant
volume loss for AB. The presentation identified the ‘only two options’
available to ABF, ie ‘acquire Hovis [<] or ‘exit the [¢<] market’.!1®

1 ABF internal document, Annex ABF005512 to the FMN dated 18 December 2025, pages 1-2.
"2 ABF internal document, Annex ABF005508 to the FMN dated 18 December 2025, page 1.
"3 ABF internal document, Annex ABF004259 to the FMN dated 18 December 2025, page 5.
"4 ABF internal document, Annex ABF006011 to the FMN dated 18 December 2025, page 4.
115 ABF internal document, Annex ABF005064 to the FMN dated 18 December 2025.
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4.24

4.25

(¢) The minutes of the ABF board meeting held on [<] 2024 state that the ABF
CEO updated the board in relation to negotiations with Endless regarding the
purchase of the Hovis business and the board ‘[8<].116

(d) The speaking notes used by ABF’s Finance Director at the [¢<] 2024 ABF
board meeting indicate that the board was told that ‘[¢<]" and that it was
recommended to ‘[¢<] and if this should fail to develop and implement a
‘[]’_117

We note that the [¢<] and [¢<] 2024 board minutes provide very limited detail of
what was actually discussed in relation to the options available to ABF in relation
to AB and do not record a formal decision by the ABF board to exit the UK bakery
business if the Merger does not proceed. The [<] 2024 board minutes also refer
only to ‘the two options’, without providing any detail on what each of those options
is. ABF submitted that the level of detail contained in the board minutes reflects
the way in which the Company Secretary takes the minutes and is consistent with
other updates related to mergers and acquisitions.''® Based on our review, the
level of detail provided in the [<] and [¢<] 2024 board minutes appears consistent
with the level of detail provided in the section dealing with other proposed
acquisitions in other board minutes (eg in the board minutes of [¢<] 2021 and

[6<] 2022).11°

Conversely, the evidence shows that the ABF board discussed and considered the
Merger in detail, and reached formal decisions in relation to the Merger, in
subsequent board meetings held between [<] and [<] 2025. For example:

(@) The presentation entitled <] dated [¢<] 2025, which was submitted to the
board, considered several issues related to the Merger (eg transaction
rationale, due diligence findings, synergies, and the share purchase
agreement) and sought board approval to reconfirm the non-binding offer for
Hovis. 20

(b) The minutes of the board meeting held on [¢<] 2025 show that the board
discussed certain issues related to the Merger ([¢<]) and state that ‘[¢<]. 1%

116 ABF internal document, Annex ABF005505 to the FMN dated 18 December 2025.

17 ABF internal document, Annex ABF005110 to the FMN dated 18 December 2025.

118 ABF referred to specific updates recorded in the [$<] 2024 board minutes in relation to other [$<] considered by ABF
(Parties’ response to the CMA RFI dated 14 January 2026, question 12(b)).

119 ABF internal document, Annex ABF005512 to the FMN dated 18 December 2025; and ABF internal document, Annex
ABF005508 to the FMN dated 18 December 2025.

120 ABF internal document, Annex ABF005346 to the FMN dated 18 December 2025.

121 ABF internal document, Annex ABF005603 to the FMN dated 18 December 2025.
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4.26

4.27

4.28

4.29

(c) The slides presented to the board at the [¢<] 2025 board meeting entitled
[e<] consider several issues related to the Merger, including synergies and
integration. 122

(d) The paper submitted to the board for the [¢<] 2025 board meeting entitled
‘[e<] considers several issues related to the Merger (eg an update on the
Merger, synergies, and the investment costs required to deliver the business
plan synergies).'?3

(e) The ABF presentation entitled ‘[¢<]" dated [¢<] 2025 considers several issues
related to the Merger (eg transaction overview, key risks considerations, due
diligence findings, and the key changes from the [¢<] 2025 board paper) and
seeks board approval to sign the transaction documents. 24

Alongside negotiations of the Merger, ABF took several steps related to the
possible closure of AB.'25 In particular, it: (i) [<];126 (ii) [$<];1%7 and (iii) [¢<].1%®
During the CMA’s review of the Merger, [$<].1%°

We note that ABF and Hovis (or its owners at the relevant times) have discussed a
potential transaction or some form of collaboration at various points since at least
[¢<] 2007, and the [<] and [¢<] 2024 board discussions on exit, and the steps
taken in connection with the possible closure of AB, were contemporaneous with
ongoing negotiations related to the Merger as described in Chapter 2 above.

When considering any exiting firm argument, the CMA will usually attach greater
weight to evidence that has not been prepared in contemplation of the merger.'3° It
is clear that the Merger was in contemplation when the internal documents
described above that refer to the possible closure of AB were created and we have
borne this carefully in mind when considering how much weight we should place
on them. We have taken the internal documents described above into account as
part of an in the round assessment with the other evidence discussed below.

AB’s financial performance

In assessing AB’s financial performance, we have had regard to the wider context
in which the business operates. There have been a number of market-wide factors
affecting revenues and profitability across the sector, including: (i) the long-term

122 ABF internal document, Annex ABF005409 to the FMN dated 18 December 2025.

123 ABF internal document, Annex ABF005798 to the FMN dated 18 December 2025.

124 ABF internal document, Annex ABF005429 to the FMN dated 18 December 2025.

125 FMN, paragraph 10.52.

126 ABF internal document, Annex ABF006019 to the FMN dated 18 December 2025.

127 ABF internal document, Annex ABF005411 to the FMN dated 18 December 2025.

128 ABF internal document, Annex ABF005342 to the FMN dated 18 December 2025.

129 ABF internal document, Annex ABF219 to ABF’s response to the CMA'’s section 109 notice dated 16 January 2026.
130 It may be particularly important in the context of an exiting firm scenario for the CMA to understand the rationale for
the transaction under review (ie to consider why the purchaser is acquiring a firm or its assets in the context of claims
that it would have exited from the market) (CMA129, paragraph 3.24).
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decline in demand for plant bread; (ii) a shift in sales within plant bread from
higher-margin branded bread to lower-margin private label bread;'3" (iii) consumer
preferences shifting from plant bread to less processed bread products such as
sourdough; and (iv) significant cost increases which have only been partially
passed on to customers, or been passed on with a delay. We set out the evidence
for each of these factors below.

4.30 In relation to the long-term decline in plant bread demand, our assessment shows
that plant bread volumes in the UK have declined by around [¢<]% from
[¢<] million lpw in 2014 to [<] million Ipw in 2024.732 The CMA’s 2023 Groceries
Report also identified bread as a product category which has been in long-term
decline as consumer preferences gradually change.’33 The evidence from third
parties also indicates that demand for plant bread has been in decline. For
example:

(@) A GM told us that consumer preferences are changing; the popularity of plant
bread is declining; and customers are increasingly turning to alternatives of
plant bread. 34

(b) Another GM told us that plant bread sales had been in decline for a long
period with customers preferring alternatives such as sourdough and seeded
loaves. It also told us that growth in categories like sourdough and wraps was
not enough to offset the drop in plant bread volumes.'3°

(c) A competitor told us that customers typically shared reviews of performance
for individual products, especially in the context of plant bread as a declining
category, and adjusted ranges, giving more space to morning goods in areas
where these are growing. It added that each year plant bread was under a lot
of pressure because of the decline of the category.'3¢

4.31 In relation to consumer preferences shifting from higher-margin branded products
to lower-margin private label products, between 2004 and 2024, the share of GB
supply accounted for by private label increased from 27% to 40% at the expense
of higher-margin branded products.'3” An increasing proportion of AB’s sales
volumes are accounted for by private label sales, with private label sales now

31 When comparing the relative margins of branded and private label plant bread, we refer to the margins earned at the
manufacturing level of the supply chain, where the Parties are active, not the margins that may be earned by retailers on
sales of plant bread to end consumers.

132 CMA calculations based on data in FMN, summary paragraph 15.

133 See: CMA, ‘Price inflation and competition in food and grocery manufacturing and supply’, 29 November 2023,
paragraph 4.65 (last accessed on 12 June 2026).

134 Third-party call note.

135 Third-party call note.

136 Third-party call note.

37 FMN, paragraph 2.3.4; and Parties’ response to the ‘Areas of focus’ document, 29 January 2026, paragraph 5.1.3. In
comparison, private label’s share of the NI market is only [10-20]% (by volume). In NI, branded offerings across both
plant bread and morning goods accounted for over [70-80]% of each product. The figures are CMA estimates based on
sales data gathered from the Parties and third parties.
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4.32

4.33

4.34

4.35

accounting for [6<]% of sales by volume (an increase from [¢<]% in the financial
year 2020/2021).138 This increasing reliance on these lower margin sales has in
turn impacted AB’s profitability. This trend was also identified in the CMA’s 2023
Groceries Report, which stated that between September 2021 and September
2023, the bread product category saw: (i) branded market share decline by seven
percentage points to 47%; (ii) volumes decline by 17% for branded, and volumes
increase by 12% for ‘own-label’; and (iii) ‘very significant’ switching to own-label. 39

The Parties submitted that market-wide factors which have affected profitability
include significant increases in labour, energy and materials costs that have only
been partially passed on to customers, as well as delays in recovering cost
increases. Consistent with this, one competitor told us that inflation of commodities
(including energy, fuel, and wheat) combined with underlying inflation in labour
and other overheads, necessitated engaging in negotiations with customers
around price increases of its products to cover those costs. The same competitor
explained that those negotiations did not guarantee acceptance by retailers,
whose main challenge was passing on price increases to consumers. It added that
bakery was very competitive, and having competitive prices for bread and milk
was crucial for customers, as these products were big footfall drivers with high
penetration. 40

One GM told us that supermarkets are under constant pressure to offer the lowest
possible prices on bread, even if that creates longer-term challenges. However,
the same GM also told us that bread is not a loss leader, and despite its low shelf
price, it is able to maintain a margin on this category of product, in an otherwise
extremely low margin business. 4

The CMA’s July 2023 report titled ‘Competition, choice and rising prices in
groceries’ notes that GMs generally consider it important to maintain, or at least be
close to, the lowest market price for popular consumer items such as plant bread,
eggs and milk. These are ‘known value items’ which consumers are generally
familiar with the prices of and if they are not priced competitively, can indicate that
the GM is ‘bad value’. Therefore, GMs are incentivised to keep prices on these
items low, to entice customers.'4?

More generally, the CMA’s 2023 Groceries Report also identified bread as a low
margin category and stated that ‘[p]ublic financials show that net profit for bread
manufacturers is typically below 5% of revenue. It is common for manufacturers to
make a loss in this category: Allied Bakeries, Frank Roberts [Roberts], Jackson’s

138 Parties’ response to the ‘Areas of focus’ document, 29 January 2026, paragraph 3.4(b)(i).

139 See: CMA, ‘Price inflation and competition in food and grocery manufacturing and supply’, 29 November 2023,
Figure 3 and paragraph 4.85 (last accessed on 12 June 2026).

140 Third-party call note.

41 Third-party call note.

142 See: CMA, ‘Competition, choice and rising prices in groceries’, July 2023, paragraph 3.48.
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[Jacksons] and Hovis have all had negative net profit in their latest publicly
reported financials’.'#3 Jacksons (September 2023) and Roberts (October 2025)
are recent examples of bread businesses that were acquired in a pre-packaged
administration process'#4 and Brace’s announced that it was closing its Blackwood
factory and the site was later purchased by Boparan.'#® Earlier this year Morrisons
closed its Rathbones bakery and the site was later purchased by Warburtons. 146

4.36 Against these market-wide factors, we note that there are factors specific to AB,
which have adversely impacted AB’s financial performance, including:

(a) declining sales of its Kingsmill brand. For example, volumes of Kingsmill sold
in the UK declined by around [<]% from [<] million Ipw (or [¢<]% share) to
[$<] million lpw (or [$<]% share) between 2004 and 2024;'4” and

(b) AB has a high fixed cost base, through operating its production facilities and
its nationwide logistics capability required to deliver plant bread DTS, as
stipulated by some GMs.148.14% As a result, the reduction in volumes
experienced by AB has had a significant impact on the business as there has
been no corresponding reduction in fixed costs. This is compounded by the
reduction in margins from the shift to lower margin private label plant bread
and the increase in underlying costs such as energy, labour and raw
materials outlined in paragraphs 4.31 and 4.32 above.

4.37  ABF does not report AB’s financial performance separately in its statutory
accounts in the ordinary course of business. Based on AB’s management
accounts, AB reported operating losses [¢<] since 2011/12, with cumulative
operating losses of around £[¢<] million over the past 14 years. This information is
set out in Table 4.1 below.

143 See: CMA, ‘Price inflation and competition in food and grocery manufacturing and supply’, 29 November 2023,
paragraph A.21 of ‘Appendix A: Evidence and findings for individual product categories’.

144 See: Jacksons the Bakers saved from administration (last accessed on 12 June 2026) and Roberts Bakery rescued
after filing administration notice (last accessed on 12 June 2026).

145 See: Welsh family-run bakery business plan to close factory site, (last accessed on 12 June 2026). We note that [6<]
(Third-party response to the CMA questionnaire dated 19 November 2025) and Brace’s Bakery acquired by Boparan
Private Office — British Baker (last accessed on 12 June 2026).

146 See: Morrisons to shutter Rathbones bakery site putting 115 jobs at risk (last accessed on 12 June 2026) and
Warburtons acquires former Rathbones bakery in Wakefield - Place Yorkshire (last accessed on 12 June 2026).

147 FMN, paragraph 10.43.2.

148 FMN, paragraphs 14.88, 14.95 and 18.78; and Third-party call note.

149 Other external market events which have had an impact on AB’s costs over the last five financial years include the
impact of the Ukraine war on energy and raw material costs, and the disruption caused by Coronavirus (COVID-19),
specifically, regarding the availability and cost of drivers. FMN, paragraphs 16.1 and 10.18.3-10.18.4. Third-party call
note. ABF internal documents, Annexes ABF006254 and ABF006206 to ABF’s response to the CMA’s section 109 notice
dated 1 October 2025.
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Table 4.1: AB Profit and Loss Statement from Financial Years 2009/10 to 2024/25

£m
2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17

3rd party sales [<] [<] [<] [<] [<] [<] [<] [<]
Intra-group sales [<] [<] [<] [<] [<] [<] [<] [<]
Total revenue [X] [X] [X] [X] [X] [X] [X] [X]
Profit After Raw Materials (PARM) [X] [X] [X] [X] [X] [X] [X] [X]
Other costs [] [] [<] [] [<] [<] [] [<]
Trading profit [X] [X] [X] [X] [X] [X] [X] [X]
Operating Profit inc JVs [X] [X] [X] [X] [X] [X] [X] [X]

£m

2017/18  2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25

3rd party sales (5] (5] [5<] (5] [5<] [5<] (5] [5<]
Intra-group sales [<] [<] [<] [<] [<] [<] [<] [<]
Total revenue [<] [<] [K] [<] [K] [K] [<] [K]
Profit After Raw Materials (PARM) [<] [<] [K] [<] [K] [K] [<] [K]
Other costs [<] [<] [<] [<] [<] [<] [<] [<]
Trading profit [<] [<] [K] [<] [K] [K] [<] [K]
Operating Profit inc JVs [X] [X] [¥X] [X] [¥X] [¥X] [X] [¥X]

Source: AB’s management accounts (Annex ABF0249 to ABF’s response to the CMA’s RFI, dated 13 March 2026, question 1).

4.38 Based on Table 4.1 above and our analysis of ABF’s internal documents, over the
most recent five financial years:

(a) AB'’s total revenues have been volatile, and its annual operating losses
ranged from -£[e<] million in 2023/24 to -£[s<] million in 2021/22, with a
cumulative -£[3<] million operating loss over this five-year period.

(b) While AB’s revenues increased from £[s<] million in 2022/23 to £[¢<] million
in 2023/24, this was largely due to AB’s contract to supply [<]. This added
some £[e<] million of revenue for that year that did not continue into the
2024/25 financial year.'® In 2024/2025, revenues declined to £[$<] million.

(c) AB generated negative operating margins in each of the five most recent
financial years (ranging from -[¢<]% in 2021/22 to -[<]% in 2023/24), with a
negative operating margin of -[5<]% in the latest 2024/25 financial year. '

4.39 Given that AB also sells products to, and purchases raw materials from, other ABF
group entities, we reviewed the intra-group transactions that take place between
AB and other ABF group entities to consider their potential to distort AB's financial
performance.

440 Based on our assessment, there are limited intra-group transactions between AB
and the rest of the ABF group, with AB’s most material intra-group transaction

150 ABF internal document, Annex ABF006350 to ABF’s response to the CMA’s section 109 notice dated 1 October 2025;
and ABF internal document, Annex ABF007096 to ABF’s response to the CMA'’s section 109 notice dated 21 November
2025.

51 CMA analysis of ABF internal documents, Annexes ABF006398, ABF006350, ABF006303, ABF006254 and
ABF006206 to ABF’s response to the CMA’s section 109 Notice, dated 1 October 2025.
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(£[5<] million in 2024/25) being with Allied Mills Limited (AM),'%? a wholly-owned
ABF subsidiary which supplies flour to AB.'53 AB pays [¢<] for this flour due to
ABF’s internal group transfer pricing methodology. Adjusting for this, so that AB
pays [¢<], would have a limited impact on AB’s losses, reducing them by less than
£[5<] million in each of 2022/23, 2023/24 and 2024/25.1%

4.41  Our assessment has confirmed that AB’s financial performance has not been
materially distorted by intra-group transactions between AB and other ABF group
entities. Accordingly, we consider that the figures set out in Table 4.1 above
present a fair picture of the losses sustained by AB.

442 Notwithstanding AB’s sustained losses, ABF has continued to provide financial
support to AB. We consider that ABF would have the ability to continue to provide
financial support for AB, noting that: (a) ABF has funded AB’s losses since
2010/11; and (b) ABF, for its financial year to 13 September 2025, generated
consolidated revenues of £19.5 billion, an operating profit of £1.5 billion and cash
flows from operating activities of £2.2 billion, and as at 13 September 2025, held
net cash before lease liabilities of around £0.4 billion. ">

Actions pursued to improve performance

443 ABF’s 2018/19 annual report stated that ‘[a]t Allied Bakeries we are committed to
reducing the operating losses this coming year, with a programme of cost
reductions. These follow the closure of the Cardiff bakery at the end of the
financial year.®® The evidence from internal documents indicates that ABF and
AB senior management discussed the need for restructuring the AB business,
including the closure of bakeries and production lines, on several occasions over a
number of years to address AB’s financial difficulties and return AB to profitability.
For example:

(@) An email sent by the AB CEO to members of AB management on [<] 2022
states that ‘[¢<]'. The email further states that: ‘[¢<].1%"

(b) The board paper presented by the ABF CEO to the board on [<] 2022
stated that AB ‘[5<]'.1%8 It also stated that ‘[¢<] and ‘[$<]".159

52 ABF internal documents, Annexes 159 and 160 to ABF’s response to the CMA’s section 109 notice dated 1 October
2025.

53 FMN, paragraph 3.5.

154 CMA calculations based on analysis of Annex 0002 to the FMN dated 18 December 2025. The profit adjustments for
2022/23, 2023/24 and 2024/25 respectively are £[¢<] million, £[<] million and £[¢<] million (FMN, paragraph 10.100).
155 See: Associated British Foods plc - Annual Report 2025, pages 1 and 158 (last accessed on 12 June 2026).

156 See: ABF 2018/19 annual report, page 6 (last accessed on 12 June 2026).

57 ABF internal document, Annex 7094 to the ABF’s response to the CMA’s section 109 notice dated 21 November
2025.

58 ABF internal document, Annex 29(c) to the FMN dated 18 December 2025, page 1.

59 ABF internal document, Annex 29(c) to the FMN dated 18 December 2025, page 2.
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(c) The minutes of the board meeting held on [¢<] 2022 stated that the AB CEO
‘discussed future action in relation to Allied Bakeries’ and ‘reiterated that she
understood the need for bakery closures’ during the course of that financial
year.'60

4.44  The need for restructuring the AB business, including the closure of bakeries, is
also discussed in other ABF internal documents. For instance, an internal
presentation dated [¢<] 2024 states ‘we are on track with the line closures, route
reductions and central re-structure [8<] and discusses plant closures. 6’

4.45 The first set of measures implemented to return AB to profitability involved multiple
rounds of cost reduction and restructuring. For instance: 62

(a) AB has reduced central overheads since the financial year 2017/2018,
including significant reductions in sales, marketing, category management
and IT functions and the elimination of discretionary marketing spend; 63

(b) Since 2018, ABF has closed two bakeries, five production lines and five
depots following the loss of major contracts to rationalise its bakery footprint
and reduce cost. This has resulted in a production capacity reduction from
[$<] million lpw in April 2019 to [¢<] million Ipw in August 2024;'%4 and

(c) AB has reduced its fleet size.

446 The second set of measures implemented to return AB to profitability sought to
improve cost recovery through price increases and volume growth.

(a) ABF submitted that AB has achieved some price increases in recent years.
However, AB submitted that these have fallen short of input cost inflation
(mainly due to increases in energy, wheat and distribution costs), which has
increased average unit costs over the same period.'®> ABF noted that AB
has not been able to pass through its full cost increases, and [$<].'%¢ For
instance, the evidence indicates that AB lost the [é<] contract as they were
not able to ‘[5<]'%7 or find a way in which to continue to supply to [¢<]
‘[]’_168

60 ABF internal document, Annex ABF005508 to the FMN dated 18 December 2025, page 1.

61 ABF internal document, Annex 7080 to the ABF’s response to the CMA’ section 109 notice dated 21 November 2025,
slides 2 and 7. Previous internal presentations discussing closures include ABF internal documents, Annexes 17, 32, 39a
and 45 to the FMN dated 18 December 2025.

162 Parties’ response to the ‘Areas of focus’ document, 29 January 2026, paragraphs 3.13-3.14.

163 Annex 0004 to the FMN dated 18 December 2025, paragraph 9.

164 AB closed: [¥<] (Annex 0006 to the FMN dated 18 December 2025; and Parties’ teach-in slides, 21 January 2026,
slide 19).

165 Annex 0004 to the FMN dated 18 December 2025, Figure 2.

166 Parties’ response to the ‘Areas of focus’ document, 29 January 2026, paragraph 3.16.

67 Annex 0006 to the FMN dated 18 December 2025, paragraph 13.2; and ABF internal document, Annex ABF001266
to the FMN dated 18 December 2025, page 2.

68 Annex 0006 to the FMN dated 18 December 2025, paragraph 10.1.3.
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4.47

4.48

4.49

4.50

(b) ABF submitted that AB continues to participate in [¢<] and has sought
incremental growth through the development of new product categories, such
as [$<].%° However, ABF submitted that these efforts have yielded only
marginal gains and have been more than offset by losses of major contracts
and branded listings.'”® ABF further submitted that any material increase in
volumes would require either lower prices or additional investment, both of
which would further undermine profitability. "

AB’s financial performance over the last five financial years (see paragraphs 4.37
to 4.41 above) shows that these measures have not (or have not yet) been
successful in returning AB to profitability under its current business model. We
also note ABF’s submission above that there is no scope to reduce AB’s costs
further. In the following sections, we consider whether AB is unable to restructure
itself successfully by assessing the options ABF has considered but not pursued,
and options ABF has not considered, but which could be pursued.

Strategic options considered but not pursued

In this section, we consider the options to return AB to profitability which ABF
explored but did not pursue, in order to assess whether AB is unable to restructure
itself successfully.'72

We set out: (a) ABF’s submissions on the various options it considered but
ultimately did not pursue; (b) our general approach to the weight we placed on
ABF'’s internal documents and materials prepared on ABF’s and AB’s behalf; and
(c) our assessment of the various options.

ABF’s submissions

ABF submitted that ABF and AB (including with input from external consultants)
have considered a wide range of potential restructuring options to return AB to
profitability,’”? including:

(@) [<] considering a ‘[¢<] model and a ‘[¢<] model’, whereby:
(i) the [<] model [¢<]. ABF submitted that [¢<]; and
(i) the <] model’ [¢<]. ABF submitted that [<].

(b) Various joint ventures with Hovis, [¢<]. Further, those options [<].

169 Annex 0004 to the FMN dated 18 December 2025, section 2.1.2; and Annex 0121 to ABF’s response to the CMA'’s
RFI dated 24 October 2025.

170 Annex 0004 to the FMN dated 18 December 2025, section 2.2.1.

71 Parties’ response to the ‘Areas of focus’ document, 29 January 2026, paragraph 3.17.

72 CMA129, paragraph 3.28.
73 Parties’ response to the ‘Areas of focus’ document, 29 January 2026, paragraph 3.10.
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4.52

4.53

(c) An in-depth analysis of AB’s position by [¢<] in the context of the market
dynamics, which considered transformation, scale back, full merger, a
distribution JV and exit. [¢<] concluded that the Merger was the only viable
option other than exit.'”4

ABF submitted that none of these restructuring options would generate sufficient
synergies or cost savings to bring AB back to profitability absent the Merger.'”®

During our investigation, ABF also submitted a report prepared by [¢<] which
concluded that there are no viable solutions (other than the Merger) to return AB to
profitability (the [<] Report). The [¢<] Report states that:

(@) AB's persistent losses were caused by [¢<];17®

(b) AB had scaled back its central operations to the minimum possible under its
current scale in order to reduce its central fixed costs;'’” and

(c) in order to return AB to financial viability now, AB needed to do one of:
(i) reduce fixed costs by [<]%; (ii) increase average prices by [<]%; or
(iii) increase volumes by [<]%, without any adverse impact on the remaining
two, which it submitted would be impossible in practice.’”®

ABF submitted that where there were inconsistencies in internal documents
between the options to improve AB’s financial situation considered by AB’s
management and those considered by the ABF SET and the ABF board (to whom
the ABF SET is accountable):

(@) The CMA should focus on options considered by, and the internal documents
of, ABF SET, rather than documents that were not prepared for decision-
makers who are unaware of the broader AB position.

(b) The [¢<] Report was a key part of the ABF SET decision-making process. It
added that although ABF SET may have discussed various options with
Endless in the lead up to the Merger, ABF SET did not consider that any
other options now existed to return AB to profitability other than the
Merger.'"®

174 Parties’ response to the ‘Areas of focus’ document, 29 January 2026, paragraph 3.10.

175 Parties’ response to the ‘Areas of focus’ document, 29 January 2026, paragraph 3.11.

176 Annex 0004 to the FMN dated 18 December 2025, section 2.2.

177 Annex 0004 to the FMN dated 18 December 2025, section 2.1.1.

78 Annex 0004 to the FMN dated 18 December 2025, paragraph 31.

79 ABF submission to the CMA, ‘Allied Bakeries Timeline’, 16 December 2025, paragraph 2.10.
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4.55

4.56

4.57

4.58

Approach to internal documents

Our analysis of the strategic options considered to restructure AB draws on an
extensive review of internal documents from AB and ABF — including board
materials, strategy documents and emails between senior management.

As explained above, when considering an exiting firm counterfactual, the CMA will
usually attach greater weight to evidence that has not been prepared in
contemplation of the merger.'&

As set out in Chapter 2 above, ABF and Hovis (or its owners at the relevant times)
have discussed a potential transaction or some form of collaboration at various
points since at least November 2007. This has involved numerous discussions, of
varying lengths, over an extended period of time. As we cannot exclude that these
discussions impacted ABF’s decision making, and how those decisions were
recorded, when analysing internal documents we have considered the appropriate
weight that can be placed on them, taking into account the possibility that
contemplation of the Merger may have had an impact on their preparation.

We also note that there is some evidence from internal documents that ABF’s
decisions may have been influenced by management’s expectation that [<],
thereby easing pressures such as overcapacity and potentially resulting in
volumes being redistributed [<]. For example:

(@) An internal note of [¢<] 2023 notes that ABF has ‘[¢<], [¢<] and had a ‘[<].
In these notes, AB is categorised as a ‘[¢<].'8' We note that [¢<], is also
placed in this category of companies in these notes. ABF explained that on
[6<] 2025, it announced the closure of the [<] plant.182

(b) The notes from [<] 2024 state that the underlying approach for AB has been
(i) a ‘[&<]’; (i) a ‘[<] and (iii) ‘[e<]. 183

We consider that ABF’s expectation that [é<] may have affected ABF’s decision on
whether to pursue a ‘transformational’ approach to AB. In particular, we consider
that ABF’s belief that [¢<] could have incentivised ABF to fund AB losses for some
time, as these would not need to be indefinite, and ABF could potentially recoup
these losses [¢<]. However, we also consider that the evidence shows that AB’s
management underestimated the [<], which indicates that, having recognised
this, ABF may not have the incentive to fund AB’s losses any further. We have

180 CMA129, paragraph 3.24.

181 ABF internal document, Annex ABF006762 to ABF’s response to the CMA’s s109 Notice dated 1 October 2025,

slides 7-8.

82 FMN, paragraph 24.2.
83 ABF internal document, Annex ABF007104 to ABF’s response to the CMA’s s109 Notice dated 21 November 2025,

page 8.
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4.60

4.61

therefore considered this dynamic when reviewing ABF’s internal documents, and
in particular the options that have been considered to restructure AB.

We also note that during the CMA’s phase 1 review, ABF submitted that a number
of internal documents produced between January 2021 and March 2022 provided
evidence of the steps that ABF and AB had taken to try to assess options to
improve the AB business. However, in response to follow-up questions from the
CMA on why these options had not been pursued, in contrast to ABF’s earlier
submission, ABF explained that:

(a) the author of these documents operated at a level well below ABF SET; was
not a decision-maker within ABF; and volunteered to take a fresh look at
potential solutions for AB despite not having much exposure to AB’s
problems;'8* and

(b) this workstream did not gain traction within ABF, nor did it receive
engagement from ABF’s CEO. It added that when ABF SET decided to
engage [<] to assess potential solutions for AB, it did not involve the author
of these documents. '8

In our review of internal documents, we have placed most weight on documents
produced by or for senior decision-makers within the Parties’ businesses. In
determining who these decision-makers are, we took into account their roles and
seniority within the Parties’ respective businesses. However, we have also
considered as probative, evidence from senior staff employed in the Parties’
businesses, for instance those charged with considering the options available to
AB, where relevant to our assessment. We have also sought further third-party
evidence to inform our assessment, where appropriate.

Our assessment

We have considered the evidence on the strategic options which ABF considered,
including evidence from third parties, where appropriate to do so. Our assessment
is structured as follows:

(@) the options in the [<] Report, namely, the ‘[é<] and ‘[¢<] model’ options (see
paragraphs 4.64 to 4.85);

(b) the options in the [¢<] Report (see paragraphs 4.86 to 4.102);

(¢) aJV with Hovis (see paragraphs 4.103 to 4.109);

84 ABF submission to the CMA, ‘Allied Bakeries Timeline’, 16 December 2025, paragraphs 2.3.2, 2.14 and 2.16.
85 ABF submission to the CMA, ‘Allied Bakeries Timeline’, 16 December 2025, paragraphs 3.1 and 6.2.
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4.63

4.64

4.65

4.66

(d) collaboration with [<] (see paragraphs 4.110 to 4.113);
(e) use of third-party distribution (see paragraphs 4.114 to 4.119); and
(f) a[&] (see paragraphs 4.120 to 4.126).

We then consider the [¢<] Report (see paragraphs 4.127 to 4.134). This was
prepared on behalf of ABF for the purposes of the CMA’s investigation, not for the
purposes of considering options for the future of the AB business. However, we
consider to what extent the analysis in the [¢<] Report supports the Parties’
submissions that there is no scope for AB to restructure itself successfully.

We end this section with our overall views on whether AB is unable to restructure
itself successfully (see paragraphs 4.135 to 4.137).

[<] Report (‘[<]” and ‘[<] model’)

In 2019, ABF appointed [$<] to consider ‘[8<]’.186 [¢<] produced its report on
[6<] 2019. The [¢<] Report found that AB was generally loss-making due to the
following factors: (i) the growth of private label and the low margins obtained in
producing private label products; (ii) the decline of the Kingsmill brand; and

(i) network inefficiencies due to bakery and distribution setups.'®”

The [<] Report considered that certain strategic options were not viable for AB,
and stated that: 188

(a) investing in innovation, brand building, and marketing would [¢<], due to AB’s
declining sales and [<];

(b) focusing on AB becoming [¢<] was unattractive due to the low margins [<],
relative to AB’s distribution costs and the [<]; and

(c) focusing on AB becoming [¢<] was impractical due to the declining sales of
the Kingsmill brand, and that Allinsons and Burgen did not have sufficient
scale to make AB profitable in the short term.

In order to improve AB’s network inefficiencies, [¢<] suggested two primary
options: (i) moving to a ‘[é<]’ model of distribution whereby more smaller bakeries
would be set up around the UK to reduce radial distribution, '8 which could reduce
distribution costs by up to around £[$<] million per annum;'®0 (ii) a move to a

186 ABF internal document, Annex ABF000158 to the FMN dated 18 December 2025, slide 2.

187 ABF internal document, Annex 4a to the FMN dated 18 December 2025, slide 5.

188 ABF internal document, Annex 4a to the FMN dated 18 December 2025, slides 5-8.

89 This comprises a significant network of smaller lorries and vans operating on highly optimised routes in order to
deliver bread to every customer location within the specified delivery windows for each customer/store (FMN,
paragraph 14.7.3).

190 ABF internal document, Annex 4a to the FMN dated 18 December 2025, slide 6.
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‘[¢<] model’, whereby metropolitan areas of the UK would be served by a DTS
model, and other areas by a regional distribution centres (‘RDC’) model, which
could reduce costs to around £[¢<] million per annum.'®! [¢<] estimated that these
two models could provide around a further £[¢<] million reduction in costs of
‘[6<7.192 [8<] ‘[¢<]’ model was proposed before the loss of the [<] contracts which
was assessed by [$<] as a ‘[<].193

<] model

4.67 ABF submitted that it considered that [¢<] had estimated unrealistic capital
expenditure for the [¢<] model and that it would not be viable,'®* and that [¢<]
failed to take into account inter-bakery transport costs, which is consistent with our
review of the contemporaneous internal documents. '

4.68 A summary of the [¢<] Report produced by AB for ABF in [¢<] 2019 stated that the
‘[¥<] model’ was ‘[¢<] and that it would require ABF to have the ‘[$<].1%

4.69 Aninternal AB email discussion on a draft of the [¢<] Report from [¢<] 2019, notes
that there is ‘[¢<].197 This same email discussion notes that ‘[¢<]’.198

4.70 In relation to a potential strategic partner, ABF explained that the AB CEO (who
was the ABF Grocery Group CEO at the time) and another individual responsible
for Finance and Business Development of ABF Grocery Group, did not recall any
contemporaneous discussions about a partnership with Hovis to implement a ‘[<]’
model, nor could they find evidence of any discussions about this.'®®

4.71 In response to further questions to the AB CEO about discussions with retailers on
a ‘[¥<] model, we were told that there were no discussions on this.?%° Consistent
with what we have seen in the internal documents of AB, the AB CEO explained
that ‘[<]’.201

e QOur assessment

4.72  The internal documents of ABF that discuss the assessment of ‘[¢<]’ corroborate
that ABF considered that [¢<] did not properly assess the costs involved with this

191 ABF internal document, Annex 4a to the FMN dated 18 December 2025, slides 7 and 72.

192 ABF internal document, Annex 4a to the FMN dated 18 December 2025, slides 5-8.

193 ABF internal document, Annex 4a to the FMN dated 18 December 2025, slide 6.

194 Annex 0006 to the FMN dated 18 December 2025, section 3.2.1 and paragraph 4.15.

195 ABF response to the CMA'’s section 109 Notice dated 21 November 2025, paragraph 3.2.

196 ABF internal document, Annex 4c to the FMN dated 18 December 2025, slide 4.

197 ABF internal document, Annex ABF007086 to ABF’s response to the CMA’s section 109 Notice dated 21 November
2025.

198 ABF internal document, Annex ABF007086 to ABF’s response to the CMA’s section 109 Notice dated 21 November
2025.

199 ABF response to the CMA'’s section 109 Notice dated 21 November 2025, paragraph 3.3.

200 Parties’ ISM transcript, 4 February 2026, page 38, line 6.

201 Parties’ ISM transcript, 4 February 2026, page 3, lines 16-23.
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4.77

model, the [<] assessment was reliant on the [¢<] contract which was [¢<], and
further that AB and ABF did not consider that this model could be implemented
without significant expenditure.

Consistent with ABF’s submissions, we have seen no evidence that this model
was discussed with GMs. We have also seen no evidence that the ‘[¢<] model
was discussed within ABF after April 2019.

[¢<] model’

ABF submitted that moving to an RDC or ‘[é<] model’ would ‘require a shift away
from DTS delivery, to deliver to customers’ RDCs, either across the UK or outside
metropolitan areas under the [é<] model’. ABF submitted that a number of AB’s
existing customers are unwilling and/or unable to accept RDC distribution for plant
bread. Therefore, the ‘[¢<] model’ would be expected to lead to a reduction in
volumes, or in order to make customers indifferent to any such switch, would be
expected to require a [<] to compensate customers for the additional costs they
would have to bear following a switch from DTS to RDC.20?

ABF further explained that the AB CEO recalled conversations around [¢<] 2022
[¢<], where these customers indicated that they would not accept a move to an
RDC model for plant bread.2%3

e Evidence from customers

In order to assess ABF’s submissions that a move to RDC would not be
acceptable to customers, we spoke with these customers directly. We note that
while some GMs (such as Aldi, M&S and Lidl)?°* have been able to successfully
set up their distribution systems so that plant bread can go through RDCs, GMs
requiring DTS distribution represent more than 50% of plant bread sales in the
UK_205

In line with the Parties’ submissions, GMs that primarily use a DTS model for the
delivery of plant bread told us that their RDC networks are not set up for plant
bread. They also commented on the impact of using an RDC model on product
freshness and shelf life:

(@) One large GM told us that the RDC model is not viable for plant bread and
that it does not have the infrastructure to handle bread crates through its
depots. Therefore, DTS is the only feasible option for plant bread. While it

202 FMN, paragraph 10.49.2.

203 Annex 0006 to the FMN dated 18 December 2025, paragraph 29.3.

204 FMN, paragraph 36. These customers account for a material proportion ([$<]%) of AB’s current volumes (Annex 0004
to the FMN dated 18 December 2025, paragraph 45.

205 FMN, paragraph 18.75. We note, however, that [¢<] (Third-party call note).
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uses the RDC model for some London convenience stores, as the plant
bread travels through the chilled network, plant bread is chilled on shelves
which is suboptimal.2%

(b) Similarly, another large GM told us that RDC is not well-suited to plant bread
distribution as delivering to depots leads to more time in a distribution
network, which shortens the shelf life of plant bread. It also told us that its
distribution network is not designed to handle the baskets bread is
transported in.207

(c) A further large GM told us that RDC leads to longer delivery times and
shorter shelf-life. Plant bread distributed through DTS tends to have a shelf
life of five to seven days while plant bread delivered through RDC can lose
approximately two days of shelf life. It does not have the capabilities to use
its own networks to distribute its own bread to stores.2%8

A competitor of the Parties told us that RDC is not well suited for bread deliveries.
RDC depots are generally used for handling slow moving stock, which can be held
for several days before being delivered to store. However, bread does not have a
long shelf life and must be transported at room temperature rather than chilled.?%®

e QOur assessment

While ABF submitted that the ‘[¢<] model’ and a move to RDC was not viable, we
consider that it had nevertheless continued to explore this model internally for a
significant period of time following the [¢<] Report.

For instance:

(@) A summary of the [¢<] Report produced by AB for ABF in [¢<] 2019 stated
that the ‘[¢<] model’ was ‘painful but in our control’, but that ABF would need
to believe that ‘customers accept service to RDC’.210

(b) A report from [<] 2021 on AB’s medium-to-long term future notes four
potential options for AB: (i) develop a smaller but profitable baking business;
(i) maintain a similar but profitable baking business; (iii) create a larger but
profitable baking business; or (iv) partially or fully exit the baking business.
Exiting the baking business is seen as a last resort if the other options do not
achieve a ‘set of goals within a specified time period ([¢<])’.2"! This report
was discussed at a meeting on [¢<] 2021 attended by the author and various

206 Third-party call note.

207 Third-party call note.

208 Third-party call note.

209 Third-party call note.

210 ABF internal document, Annex 4c to the FMN dated 18 December 2025, slide 4.
211 ABF internal document, Annex 19a to the FMN dated 18 December 2025, slide 12.
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members of the ABF SET.2'2 The notes of a member of ABF SET from that
meeting states that it is ‘[8<]’.2"3

(¢) In[&<] 2021, another report following on from the [<] 2021 report states that
‘[6<].?"* This report was discussed at a meeting on [6<] 2021, attended by
the same members of the ABF SET that attended the meeting on [¢<] 2021.

(d) While a report from [6<] 2022 refers to only three options: (i) exploring
collaboration with Hovis; (ii) restructure and exit, or (iii) exit now,2'® a later
board paper prepared by AB for the ABF SET and presented by the ABF
CEO to the board in [<] 2022 stated that AB was also considering potential
e<]. This board paper also states that if this is not possible AB would
consider moving to an RDC model in certain areas, [<] for distribution, and
requiring [¢<] to ensure those vehicles are filled.?'

(e) We have seen evidence that in [<] 2024, the ‘[¢<] model’ is still presented
as an option in a budget presentation prepared by AB for the ABF SET;
‘[<7.217 As part of this, it is proposed to close the Stoke site and that
‘[¢<].%"® A member of ABF SET'’s personal notes from this meeting record
that ‘[5<] model’ is still being discussed as an option.?'?

4.81 The internal reports noted in paragraphs 4.80(a) to 4.80(d) form part of the work
ABF originally submitted as evidence of its process to improve the performance of
the AB business, before submitting that this work did not gain traction within ABF
(see paragraph 4.59). However, we consider that they should be given at least
some weight in our assessment. While it does not appear that these reports were
seen by the ABF board, we note that they were discussed at meetings which
involved a significant number of the ABF SET, who ABF have explained are
responsible for the operational management of AB, and, alongside the board, for
strategic decisions in relation to AB. Further, this work continued for a significant
period of time, and ABF did not provide, nor could we see in our review of ABF’s
internal documents, any indications that it was rejected by the ABF SET.

212 ABF submission to the CMA, ‘Allied Bakeries Timeline’, 16 December 2025, paragraph 3.5.

213 ABF internal document, Annex ABF006777 to ABF’s response to the CMA’s s109 Notice dated 21 November 2025,
page 2.

214 ABF internal document, Annex 20 to the FMN dated 18 December 2025, slide 2.

215 ABF internal document, Annex 28 to the FMN dated 18 December 2025, slide 4. ABF was unable to confirm that
report was discussed by members of the ABF SET at a meeting on [¢<] 2022. However, while the meeting notes of an
ABF SET member present at the meeting do not suggest that this report was discussed, they do note that the author of
this report was present at that meeting (ABF internal document, Annex ABF007114 to the ABF submission to the CMA,
‘Allied Bakeries Timeline’, 16 December 2025).

216 ABF internal document, Annex 29c to the FMN dated 18 December 2025, page 2.

217 ABF internal document, Annex ABF007080 to ABF’s response to the CMA’s s109 Notice dated 21 November 2025,
slide 20.

218 ABF internal document, Annex ABF007080 to ABF’s response to the CMA’s s109 Notice dated 21 November 2025,
slide 22.

219 ABF internal document, Annex ABF007046 to ABF’s response to the CMA’s s109 Notice dated 21 November 2025,
page 6.
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While ABF’s internal documents show that it explored moving to an RDC model
over a significant period of time, in line with ABF’s submission that a move to an
RDC model would not generate sufficient cost savings for AB, we note that the
[<] Report found that the cost savings from a move to RDC, either under a

‘[¢<] model’ or by serving the whole of the UK through an RDC model, would not
sufficiently lower radial milage costs to stem AB'’s losses per delivery.??? The
[¢<] Report is discussed in more detail below.

Moreover, GMs that require DTS delivery consistently told the CMA that an RDC
model is not a viable distribution strategy for at least a majority of plant bread
volumes in the UK. This gives significant credence to ABF’s submissions that
despite this option being considered, it would not be possible to implement.

Further, as noted at paragraph 4.23, by the [¢<] and [¢<] 2024 board meetings,
only two options are discussed at board level.

Although there was no clear decision on the part of ABF (or AB) to not proceed
with a ‘[é<]" or RDC model, we consider that this was not likely to be a viable
strategy to improve the financial position of AB, as the evidence shows that it is
not likely to be accepted by GMs.

[<] Report

By way of background to the [¢<] Report, we note that the board minutes of
[<] 2022 state:

(a) The AB CEO [<T.
(b) The ABF Finance Director ‘[8<]’.2?

ABF submitted that following this [¢<] 2022 ABF board meeting, the ABF SET
engaged [¢<] to assess potential options available to improve AB’s financial
position, and ‘ensure no stone left unturned’.??? [<] produced its Report on
[<] 2023.

ABF explained that:?23

(@) [<] produced its report within approximately two months of being instructed.

220 Annex 0004 to the FMN dated 18 December 2025, section 3.2.2.

221 ABF internal document, Annex ABF05508 to the FMN dated 18 December 2025, page 1.

222 ABF submission to the CMA, ‘Allied Bakeries Timeline’, 16 December 2025, paragraphs 1.7 and 11.1.
223 ABF’s response to the CMA’s s109 notice dated 21 November 2025, paragraph 7.6.
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(b) [$<] was provided with physical office space at ABF’s headquarters in order
for ABF to assist in [¢<] work and to enable discussions between [¢<] and
ABF.

(c) Due to this setup, there were regular discussions between [é<] and ABF, to
obtain input from ABF into [¢<] work and to provide ABF with updates as to
[¢<] latest thinking.

(d) ABF established a steering committee comprised of senior ABF individuals
(which included members of the ABF SET) who had overall responsibility for
the project.

The [<] Report found that the plant bread market was structurally challenged, with
private label increasing its relative share of the market, and that declining demand
had led to overcapacity in the market. Further, it found that the UK bread industry
had a high fixed cost structure with limited room for efficiency gains.??*

The [<] Report considered various options available to AB, namely: (a) full
transformation; (b) rationalise customer base; (c) change primary distribution
model; (d) rationalise product portfolio; (e) shrink to a regional footprint; (f) full
merger of AB and Hovis; (g) JV or partnership for distribution; and (h) exiting the
bakery business.?2

The [<] Report concluded that ‘[i]n the long term, only a full merger or an exit
could be attractive from a financial perspective’?? due to negative NPVs in the
long-term for the remaining options.

The [<]Report was summarised to the ABF board by the ABF CEO in
[6<] 2023.2%7

A budget presentation from the ABF Grocery Group??® to ABF in [$<] 2023,
following the [6<] Report, states that ‘[é<]". Three options are proposed to the
board, being ‘[¢<] and ‘[$<]'.??° Following this budget presentation, an email
amongst the ABF SET notes that they ‘[6<]".230

224 ABF internal document, Annex 37 to the FMN dated 18 December 2025, slide 6.

225 ABF internal document, Annex 37 to the FMN dated 18 December 2025, slide 31.

226 ABF internal document, Annex 37 to the FMN dated 18 December 2025, slide 36.

227 ABF internal document, Annex ABF004259 to the FMN dated 18 December 2025, page 5.

228 A division of ABF comprising its grocery product companies.

229 ABF internal document, Annex ABF005507 to the FMN dated 18 December 2025, slide 46.

230 ABF internal document, Annex ABF007119 to the ABF submission to the CMA, ‘Allied Bakeries Timeline’,
16 December 2025.
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Our assessment

We note that the briefing instructions for [¢<] state that [¢<] has two viable
options: [8<]’.231

When asked about this, ABF submitted that the reason that two options were
explicitly flagged in the briefing instructions was because previous attempts to fix
AB’s profitability issues had not succeeded, and ABF considered that these two
paths should be considered alongside any other potential options [¢<] considered
appropriate.?3? ABF further submitted that it did not want to leave any stone
unturned, and this was reflected in [<] instructions.233

In support of this, we note that the letter of confirmation for [¢<] work states that
[6<] is charged with ‘[$<].23* However, it does not appear that [¢<] assessed
different options for exiting the bakery business, including a partial sale of AB,
such as AB NI.

Based on our assessment of the [¢<] Report, the report presented a negative
outlook for the UK bakery market, which we have considered above at paragraphs
4.29 to 4.35. As ABF submitted, the [¢<] Report showed negative NPVs for nearly
all of the options presented in the long-term except for the Merger and exiting.

We note that the NPV in the long-term, with an asset sale, for exiting the bakery
business ranged from £[¢<] million to £[e<] million, while the NPV in the long-term
for a merger between AB and Hovis was £[$<] million.?3®

However, the NPV figures provided by [¢<] are given in ranges, and the []
Report did conclude that in the long-term ‘[é<] would generate a positive NPV at
the upper end of the range provided. The range for this option was -£[é<] million to
£]5<] million. ABF explained that this related to a ‘scenario in which [¢<]" and that
‘[]’_236

We also note that the [¢<] Report states that [$<]".2%” As discussed at paragraphs
4.75 10 4.77, we consider that a move to an RDC model is unlikely to be accepted
by the GMs, and so is unlikely to be a viable option for ABF.

As noted above at paragraph 4.23, while we note that the board minutes from [<]
and [<] 2024 provide limited details on the board’s discussions, the options

231 ABF internal document, Annex ABF006640 to ABF’s response to the CMA’s s109 Notice dated 21 November 2025,

page 1.

232 ABF’s response to the CMA'’s s109 notice dated 21 November 2025, paragraph 7.4.
233 ABF’s response to the CMA'’s s109 notice dated 21 November 2025, paragraph 7.4.
234 ABF internal document, Annex ABF007070 to ABF’s response to the CMA’s s109 notice dated 21 November 2025,

page 1.

235 ABF internal document, Annex 37 to the FMN dated 18 December 2025, slide 36.
236 ABF submission to the CMA, ‘Allied Bakeries Timeline’, 16 December 2025, footnote 2.
237 ABF internal document, Annex 37 to the FMN dated 18 December 2025, slide 29.
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presented to the board at that time do align with the findings of the [¢<] Report,
which ABF submitted was a key piece of ABF’s decision-making.

While noting that (i) the briefing instructions to [<] focused on two options (being
exit or merge), and (ii) [¢<] did not present its work directly to the ABF board, we
consider that overall, the [é<] Report is consistent with other evidence that the
options most likely available to ABF were either to merge with Hovis or exit the
bakery business.

JV with Hovis

In relation to a possible JV, and whether that would restore the profitability of AB,
ABF submitted that a distribution JV with Hovis would deliver some logistics
efficiencies [¢<]. However, such a JV [¢<] and would therefore be insufficient, on
its own, to [<].238

Further, in line with the findings from the [¢<] Report that a JV with Hovis was
expected to have a negative NPV (discussed above), ABF explained that while a
JV with Hovis would provide some relief to AB, it would only lower the costs of the
radial distribution, which was not sufficient to make AB profitable.23°

Our assessment

As noted above in Chapter 2, the Parties have been involved in various
discussions over potential collaborations, including JVs, over many years.?4° In
addition, potential JVs were considered as options to improve AB’s financial
position by both [6<] and [<] (noted above).

Since [<], discussions between the Parties around JVs have included the
following which have been recorded in ABF’s internal documents:

(a) As noted above at paragraph 4.86(b), the board minutes from [¢<] 2022 note
that discussions between ABF and [¢<] have recommenced around a
possible JV.

(b) A report from [6<] 2023 looks at the ‘collaboration continuum’ of options with
Hovis being a [¢<] collaboration, [¢<] collaboration, [¢<] JV and [$<] JV.?4!

238 Parties’ response to the ‘Areas of focus’ document, 29 January 2026, paragraph 3.27.

239 Parties’ ISM transcript, 4 February 2026, page 62, lines 10-19.

240 We note that it is possible that certain permutations of potential JVs between AB and Hovis may have raised
competition concerns that would also need to be considered.

241 ABF internal document, Annex 28 to the FMN dated 18 December 2025, slide 10.
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(c) A budget report from [<] 2023, produced by AB for the ABF SET, records
that ‘[¢<]’. One of the potential solutions for this is a JV [<], however there
has been [8<].242

(d) An email amongst ABF SET members summarises a meeting between [<]
and ABF on a potential JV in [6<] 2024.%43

(e) A file note of a meeting between ABF and [<] in [¢<] 2024 notes that both a
logistics and distribution JV were discussed, as well as a full merger.244

(f) The personal notes of a member of ABF SET from a meeting regarding the
budget in [¢<] 2024 notes that ‘[$<]'.24°

4.107 Internal documents and third-party reports prepared for ABF also discuss the
profitability of a JV with Hovis (or its owners). These include:

(@) The summary of the [¢<] Report produced by AB for ABF in [¢<] 2019 (ie
before Endless purchased Hovis) notes that cooperation in marginal areas
has ‘[6<].246

(b) The [¢<] Report (discussed above) which concluded that, while it may
generate certain cost synergies, the NPV would be negative.

(c) Areport by [<] that indicated that a JV could achieve combined savings of
£[5<] million annually for [¢<] and AB.%*’

4.108 ABF’s internal documents also discuss the feasibility of a JV with [<]:

(@) Emails between ABF SET members in [¢<] 2024 around ongoing discussions
with [6<] note that, [¢<] and that [é<]. In response to this, an ABF SET
member stated that ‘[é<]’. This same email chain notes that ABF recognises
that [$<] needs a [$<].248

(b) An email summarising a meeting between [<] in [¢<] 2024 notes that
‘[]’_249

242 ABF internal document, Annex 43 to the FMN dated 18 December 2025, slide 17.

243 ABF internal document, Annex ABF007219, page 3 to ABF’s response to the CMA’s section 109 notice dated

16 January 2026.

244 ABF internal document, Annex ABF007154, page 1 to ABF'’s response to the CMA’s section 109 notice dated 16
January.

245 ABF internal document, Annex ABF007046 to ABF’s response to the CMA’s s109 Notice dated 21 November 2025,
page 6.

246 ABF internal document, Annex 4c to the FMN dated 18 December 2025, slide 5.

247 ABF internal document, Annex 38 to the FMN dated 18 December 2025, slide 5.

248 ABF internal document, Annex ABF007219, pages 1-3 to ABF’s response to the CMA'’s section 109 notice dated
16 January 2026.

249 ABF internal document, Annex ABF007097 to ABF’s response to the CMA’s s109 Notice dated 21 November 2025,
page 1.

51



4.109 While discussions around a possible JV continued for a significant period of time,
we consider it unlikely that an agreement could have been reached with [<], in
view of the consistently negative NPV values associated with a JV for ABF, and a
divergence with [<] strategic aims. In particular, internal documents recognise
that, [<], and a JV may make that more challenging, reducing the incentives of
[<] to enter into a JV. The [¢<] and [¢<] 2024 board meetings do not refer to a JV
as one of the options available to ABF.

Collaboration with [K]

4.110 ABF explained that in [¢<] 2023, AB approached [¢<] with regards to a potential
[¢<] collaboration and talks were held during that month. ABF also submitted
however, that in [<] 2023, [¢<] informed AB that [¢<] lacked the capacity to
handle AB’s volumes.?%

Our assessment

4.111 Evidence in the internal documents shows that [¢<] did not want to continue
discussions with ABF in relation to potential [¢<] collaboration:

(@) The ABF board minutes from [¢<] 2023 note that the ABF CEO stated that
‘[]’_251

(b) Also around [<] 2023, an AB budget prepared for the ABF SET notes that
[6<] had said ‘[<]'.2%?

(c) Around [<] 2023, an AB budget prepared for the ABF SET notes that [<]
had said that it was ‘[8<]’.253

4.112 We asked [¢<] about a possible [¢<] collaboration between ABF and [¢<], to verify
ABF’s submissions. [¢<] told us that AB did approach it about possible
collaboration in respect of [¢<], but that [<] had not been interested?%* and that it
only delivered a small volume of [8<].2%° Further, [¢<] would require substantial
infrastructure investment, which [¢<] believed would not be cost-effective. It would
require significant investment in [$<] that is unlikely to be economically viable.?%¢
[<] also told us that [¢<] and avoid investment in additional infrastructure that
could be required.2%7

250 ABF’s response to the CMA RFI dated 24 October 2025, question 10.

251 ABF internal document, Annex ABF005506 to the FMN dated 18 December 2025, page 5.
252 ABF internal document, Annex 42(b) to the FMN dated 18 December 2025, slide 11.

253 ABF internal document, Annex 43 to the FMN dated 18 December 2025, slide 17.

254 Third-party call note; and Third-party email to the CMA.

255 Third-party call note.

256 Third-party call note.

257 Third-party call note.
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The evidence in the internal documents which shows that [¢<] did not wish to enter
into any collaborations with AB is supported by the evidence from [<]. We
therefore do not consider it likely that this would be a viable option for AB.

Use of third-party distribution

We note that ABF already uses third-party distributors for DTS delivery in some
larger, less populated areas such as in [$<]2%® and [6<].2%°

A board paper prepared by AB for the ABF SET and presented by the ABF CEO to
the board in [6<] 2022 notes that if a logistics partnership cannot be agreed with
[¢<], AB will look at using other third parties for distribution.6°

ABF submitted that the use of a third party for distribution throughout the UK would
be cost-prohibitive due to third parties requiring their own margins, premises costs,
insurance costs, vehicle costs, trunking costs, upward cost mechanisms,
distribution density, control over cost savings and reduced flexibility.25’

Our assessment

Internal documents show that ABF did explore the use of third-party distributors for
DTS over a number of years, for instance:

(@) In 2020, a budget presentation considers AB’s third-party distribution in
certain areas across the UK.262

(b) A budget presentation from the ABF Grocery Group to ABF in [<] 2022
states that ‘[é<]’ and if it transitions to a smaller business, delivery by [¢<] in
GB may be an option.253

Third-party evidence on the costs and feasibility of using a third party to distribute
plant bread supports ABF’s submissions, with third parties noting that third-party
distribution is not a viable delivery model for bread:

(a) One competitor of the Parties said that it has not identified a third-party
logistics provider (3PL) with the ability to deliver bread direct to store due to
difficulties in transporting and retrieving bread baskets, and 3PLs lacking the
fleet scale to compete commercially against bakeries who are already set to
deliver via DTS.264

258 pParties’ ISM transcript, 4 February 2026, page 63, lines 1-16.

259 FMN, paragraph 14.21.

260 ABF internal document, Annex 29c to the FMN dated 18 December 2025, page 2.

261 FMN, paragraph 14.21.

262 ABF internal document, Annex 17 to the FMN dated 18 December 2025, slide 21.

263 ABF internal document, Annex ABF005507 to the FMN dated 18 December 2025, slide 46.
264 Third-party response to the CMA questionnaire dated 19 November 2025.
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(b) Another competitor said that a 3PL would be feasible but would add on
additional costs of up to £1 per case transported.?6°

(c) Another competitor said this was not feasible due to the size and number of
deliveries required on a daily basis.?5¢

(d) Another competitor said that while there are already companies set up to
deliver via RDC, it would depend on the volumes supplied whether this would
be cost-effective.%”

4.119 As competitors of the Parties have corroborated ABF’s submission that using a
third party for DTS across the country is not viable, we consider this would not be
a viable model for AB.

[<]

4.120 A potential move by AB to using a [¢<] for private label plant bread was not
considered as a potential option by either [<] or [¢<]. However, we have seen
evidence in ABF’s internal documents that ABF has considered this. For instance:

(a) Atthe [<] 2021 ABF Board meeting, the AB CEO stated that ‘[i]f a [¢<] could
be introduced for private label, [<]'.268

(b) A budget report prepared by AB for the ABF SET in [<] 2022 notes that AB
would be approaching customers ([¢<] and [$<]) to start an [<] for PL.25°

4.121 ABF submitted that when this was proposed to [¢<], AB’s proposal resulted in [X]
choosing to put its private label business out to tender. Although AB managed to
retain its private label business with [$<], it was retained on the basis of [¢<].270

4.122 ABF also submitted that when this was proposed to [<] in [<] for in-store bakery
products (not plant bread), [¢<] rejected this proposal. In order to maintain AB’s
relationship with [¢<], ABF did not proceed with this.?"

Our assessment

4.123 We note that this option was not considered extensively by ABF in its internal
documents, and so we have limited evidence on ABF’s internal thinking on a [<].

265 Third-party response to the CMA questionnaire dated 19 November 2025.

266 Third-party response to the CMA questionnaire dated 19 November 2025.

267 Third-party response to the CMA questionnaire dated 19 November 2025.

268 ABF internal document, Annex ABF005512 to the FMN dated 18 December 2025, page 1.
269 ABF internal document, Annex 30 to the FMN dated 18 December 2025, slides 10 and 25.
270 Parties’ response to the CMA RFI dated 27 January 2026, question 11.

271 Parties’ response to the CMA RFI| dated 27 January 2026, question 11.
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4.125

4.126

4127

4.128

4.129

4.130

However, we consider that a [¢<] would generally be based around [¢<], and as
noted above, AB’s financial issues relate in part to it having high fixed costs.
Therefore, it is not likely that a [¢<] would lower AB’s costs substantially.

Evidence provided by third parties shows that some large GMs may engage with
private label suppliers around key costs and use trackers to manage those costs.
For example, one GM explained that branded and private label products are
managed differently, with greater control and transparency for private label due to
open book pricing. They further noted that they often [¢<] collaboratively with
suppliers.?”?2 Another GM explained that a tracker-based model is used for [6<].273

The evidence shows that GMs may be willing to enter into arrangements with
suppliers to manage key costs, [¢<]. However, we note that, even if ABF were able
to agree such arrangements with customers, they would only relate to private label
products and they would not address the high fixed costs faced by AB. We
therefore consider that a [¢<] would not be a viable solution to return AB to
profitability.

[<] Report

We note that the [¢<] Report aligns with submissions made by ABF, and other
evidence we have considered above, that AB will require substantial
transformation if it is to return to profitability (see paragraph 4.38 above). The []
Report stated that in order for AB to ‘break even in economic terms’, AB needed to
do one of either: (a) reduce fixed costs by [¢<]%; (b) increase average prices by
[<]%; or (c) increase volumes by [<]%, without any adverse impact on the
remaining two, which it submitted would be impossible in practice.?’#

Further, the [¢<] Report explains that a ‘[¢<] model’, or [¢<] or [¢<] model’ would
be insufficient to reduce AB’s costs to solve AB’s financial difficulties as the cost
savings would be substantially below the average losses AB currently experiences
per average pack delivered.?’>

ABF submitted that the [¢<] Report showed that none of the restructuring options it
explored would generate sufficient synergies or cost savings to bring AB back to
profitability absent the Merger. This is because [$<].276

We note that this report was not prepared in the ordinary course of business for
ABF, but specifically for the purposes of our investigation.

272 Third-party call note.

273 Third-Party call note.

274 Annex 0004 to the FMN dated 18 December 2025, pages 23-24.

275 Annex 0004 to the FMN dated 18 December 2025, paragraphs 41-45.

276 Parties’ response to the ‘Areas of focus’ document, 29 January 2026, paragraph 3.11.

55


https://www.gov.uk/cma-cases/abf-slash-hovis-merger-inquiry#response-to-our-areas-of-focus

4.131

4.132

4.133

4.134

Our assessment

The [<] Report aligns with ABF’s submissions that its cost cutting, such as
reducing headcount and bakery closures, has lowered AB’s overall cost structure
over the years, but this has not been sufficient to reduce its losses. [¢<] estimated
that if AB were to continue trading over the next five years it would realise a
discounted loss of £[é<] million, whereas if it were to exit, [¢<]. The [¢<] Report
also supports ABF’s submission that moving to an [é<] system would not be a
viable solution for AB given that GMs that have logistic systems to receive plant
bread on an [$<] model account for only [¢<]% of AB’s plant bread volumes.?’”

While we consider that the [¢<] Report is consistent with the submissions made by
ABF that AB would require substantial transformation to return to profitability, we
consider that there are limitations to it. For example:278

(@) The target improvements in price, volumes and fixed costs (set out in
paragraph 4.127 above) assume that AB would need to achieve an <] of
EBIT, which the [¢<] Report determines as the EBIT required for AB’s return
on capital employed (ROCE) to equal ABF group’s pre-tax weighted average
cost of capital (or WACC) of [¢<]%. Applying ABF group’s WACC as the
target for AB may not be appropriate given: (i) ABF group’s WACC reflects
the risk profile of its entire portfolio, which includes [¢<] and other grocery
brands (eg [¢<]) and is unlikely to be representative for AB’s business; and
(i) ABF’s target for a turnaround of the AB business, which has sustained
losses over a long period of time, may be to return AB to some level of
profitability below ABF’s own WACC.

(b) While the [<] Report states that AB’s financial position is ‘[¢<]" and that the
appropriate counterfactual to the Merger is that AB would exit the supply of
bakery products in GB and NI entirely, given AB NI makes a positive
contribution to central costs, it does not explain why its conclusion should
apply equally to both GB and NI.

We also consider that there are limitations to the liquidation values included in the
[¢<] Report. Our assessment of those is discussed further below at paragraphs
4.206 to 4.211.

While we consider that the [¢<] Report has certain limitations, we consider that it
shows both the scale of the challenge required to return AB to profitability and the
infeasibility of certain options to turn the business around, which is generally
consistent with the other evidence that we have assessed above.

277 Annex 0004 to the FMN dated 18 December 2025, paragraph 45.
278 Annex 0004 to the FMN dated 18 December 2025, pages 23-24.
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4.138

4.139

4.140

Our conclusion on the strategic options considered but not pursued

We consider that contemplation of the Merger may have had some impact on
ABF’s incentives to pursue transformational changes to AB, and the way options
and decisions were described and recorded in internal documents.

Nevertheless, the evidence shows that ABF has considered a wide range of
options to restructure AB over a significant period of time. Specifically, the [<]
work considered a ‘[¢<]’ model and a ‘[é<] model’ (or RDC); the [¢<] Report
considered eight options, including rationalising the customer base, a merger with
Hovis, a JV and exit; and other ABF internal documents consider JVs and potential
collaboration (with [<]), the use of third-party distributors and a [¢<]. However, for
the reasons set out above, we consider that a number of the restructuring options
considered by ABF outside of AB’s own structural reductions in production and
distribution sites would require significant buy-in from third parties, primarily GMs
(but also distribution collaboration JV partners), which has not been forthcoming.
We further consider that even if some of these options were implemented, given
the scale of the financial difficulties experienced by AB, they would not be
sufficient to return AB to profitability. The financial difficulties of AB have been
assessed both internally by ABF and by its external consultants, over a significant
number of years, and this is indicative of the challenges faced by ABF in returning
AB to profitability via the various restructuring options considered over this time.

We therefore consider it unlikely that the options considered by ABF could be
implemented successfully, but even if they could we consider it unlikely that they
would yield sufficient benefits to return AB to profitability, given the scale of AB’s
losses and the structural decline in the market.

In the next section we consider whether there are any other options which ABF or
AB could have explored to restructure the AB business.

Options to restructure the business that have not been considered

As we cannot exclude that discussions between ABF and Hovis (or its owners at
the relevant times) may have impacted the options considered by ABF to
restructure AB, we have also assessed other restructuring options that were not
considered by ABF. In particular, as set out above, ABF has examined
restructuring options aimed at improving the efficiency of the AB business.
However, it has not examined revenue growth options beyond some small-scale
product development (see paragraph 4.46(b) above) to improve AB’s financial
position.

In the absence of ABF considering revenue growth options for AB, to understand
what revenue growth options, if any, AB could have implemented, we have
assessed the extent to which the innovation and growth synergies which, in ABF’s
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view, would result from the Merger?’® (the Innovation Synergies) could be
achieved in isolation by AB and the impact this would have on its financial position.

ABF’s views

4.141 ABF submitted that options to [¢<]. It submitted that these required [¢<]. ABF also
submitted that the financial position of AB made it unable to [¢<]. ABF further
submitted that [$<].280

Our assessment

4.142 We considered whether the Innovation Synergies contemplated by ABF for the
Merged Entity could be a relevant proxy for the possible revenue initiatives that
ABF and AB management could have pursued to address AB’s financial position
absent the Merger. Based on our assessment, we consider that such revenue-
enhancing initiatives alone would be unlikely to return AB to profitability, for the
following main reasons:

(@) The Innovation Synergies focus on [¢<] the Hovis brand which we have been
told by a third party is considered to be [¢<] the Kingsmill brand.?®' This
would also appear to be the view of ABF as ABF has chosen to [<X] this
brand in the Merger synergies [$<].282 We also note [$<] the decline of the
Kingsmill brand from a [<]% share of Ipw to [¢<]% between 2004 and 2024
(see paragraph 4.36(a)). Hence, were AB to attempt similar revenue
initiatives in the absence of the Merger, it would require further [¢<] costs that
may reduce the returns, possibly making the Innovation Synergies unviable;

(b) The Innovation Synergies also leverage existing [¢<] with a £[e<] million
investment at [<] bakery to [$<]?83 as well as its existing customer
relationships (eg [¢<] is a supplier to [¢<] in GB, while [<] GB stores).?* In
the absence of these assets, it may prove more difficult for AB to implement
these options or reduce the benefits associated with them;

(c) Even if the full quantum of the annual EBITDA uplift from the Innovation
Synergies could be achieved for AB, this would be insufficient, in isolation, to
cover the annual losses incurred by AB; and

279 In summary, the post-Merger Innovation Synergies: (a) involve new product development across [¢<] product
categories; (b) are forecast to have an EBITDA benefit of £[¢<] million in 2028; £[2<] million in 2029 and £[¢<] million in
2035; and (c) focus on ‘[<] the Hovis brand [<] and require total direct investment of around £[¢<] million (see ABF
internal document, Annex ABF005429 to the FMN dated 18 December 2025, slide 8).

280 Parties’ response to the ‘Areas of focus’ document, 29 January 2026, paragraphs 3.22 and 3.24.

281 Third-party call note. [¢<] (Third-party call note).

282 ABF internal document, Annex ABF005429 to the FMN dated 18 December 2025, slide 8.

283 See Parties’ response to the CMA’s RF| dated 27 January 2026, paragraph 1.2.

284 FMN, summary paragraphs 24 and 27, and paragraph 14.78.2 table 23.
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4.143

4.144

4.145

4.146

(d) It would take some time to fully realise the benefits of the Innovation
Synergies (with an EBITDA uplift of only around £[¢<] million and £[<]
million in 2027 and 2028 respectively) meaning that even if the Innovation
Synergies were able to fully offset AB’s losses (which they are not), it would
take some time for them to do so during which period ABF would have to
continue to sustain AB’s losses.

We also note that if a combination of revenue and structural business efficiencies
initiatives were pursued, then it is likely that the latter would have to be
implemented before the former. This is because it is likely that any structural
changes to production or distribution facilities would have to be embedded prior to
major new product launches. As we have set out earlier in paragraphs 4.135 to
4.137, we considered it unlikely that the structural options considered by ABF
could be implemented, or even if they could be implemented, that they would yield
sufficient benefits to return AB to profitability. Further, there may be issues around
sequencing and capacity to manage change within AB that could delay their
implementation until after any business efficiencies are in place.

Based on the evidence set out above, our view is that it is unlikely that there are
other options which have not been considered by ABF which would restore AB’s
profitability. In particular, revenue growth initiatives alone are unlikely to be
sufficient to improve AB’s position in isolation, the benefits take a number of years
to be realised (during which losses would need to be funded) and there are a
number of feasibility and execution risks associated with them. Taken together
with our assessment of the options considered but not pursued, we consider that
AB is unable to restructure itself successfully.

ABF’s incentive to retain AB in the context of the financial and strategic
value of AB to the ABF group

In paragraph 4.42, we considered that ABF would have the ability to continue to
provide financial support for AB. In this section, we consider ABF’s incentive to
continue providing financial support to AB, and in particular, whether ABF has an
incentive to retain AB given the financial and strategic value to ABF of continuing
to operate the AB business.?®

As noted above, in response to the Supplementary Interim Report, one third party
submitted that AB would not exit the market given the supply relationship between
AM and AB and the potential irreparable reputational harm to ABF in the financial
markets resulting from such exit. Our assessment of AB’s financial value to ABF
considers: (i) AB’s financial contribution to the ABF Grocery division and wider

285 CMA129, paragraph 3.28.
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4.148

4.149

4.150

4.151

4.152

ABF group; and (ii) the value of the intra-group transactions between AB and other
ABF group entities to assess the financial impact of AB’s exit on these entities.

AB’s revenues of £[<] million in 2024/25 account for less than [<]% of ABF’s
total global revenues of £19.5 billion, and [<]% of the ABF Grocery division, of
which AB is a part.288

As set out in paragraph 4.40 above, AB’s most material intra-group transaction is
with AM. Our analysis shows that the loss of AB volumes would amount to [¢<]%
of AM’s total 2024/25 volumes and have a negative financial impact of around
£[<] million on AM’s 2024/25 operating profit of £[¢<] million (ie [<]%). The
impact of this loss of profit is significantly lower than the losses incurred by AB,
representing around [¢<]% of AB’s 2024/25 trading losses (as set out in Table 4.1
above).28’

We also note that AB procured around £[¢<] of its bulk liquid yeast from AB Mauri,
a wholly-owned ABF subsidiary, in 2024/25.288 This accounted for less than [0-5]%
of AB Mauri’s total sales value in that year. Given the very limited sales, both in
value and as a proportion of AB Mauri's total sales, we do not consider that
retaining AB as a sales channel for AB Mauri would be an incentive for ABF to
retain AB.

In addition to AB’s financial value to the ABF group, we also assessed its potential
broader strategic value to ABF. As part of this assessment, we considered other
potential spillover benefits to ABF of continuing to operate AB, which may
potentially be lost should ABF exit the AB business. In particular, we considered:
(i) ABF’s use of AB’s distribution network, and (ii) the impact of an AB exit on
ABF’s wider relationships.

We considered the extent to which AB’s distribution capabilities benefit the wider
ABF group, and whether AB’s exit would result in diminished servicing capability
and therefore present a loss of value.

There are [¢<] examples of AB distributing products manufactured by other ABF
businesses to customers. These involve the transportation of one specific product
to two GM customers (American Muffins at ambient temperature to [6<]).28° We
note that in the case of [¢<], AB does not deliver direct to store, but rather to [<]
RDCs. We also note that these [¢<] examples are the exception, as [6<]2%

286 AB activities are part of ABF Grain Products Limited, a sub-segment of the wider ABF Grocery division. FMN,
paragraph 24.22. As per ABF’s response to the CMA’s RFI dated 6 November 2025 at paragraph 9.4, [<].

287 ABF submitted that, if AB were to exit, it would be able to replace any [¢<] (FMN, paragraph 10.99). Given the likely
impact of any [<] profit is significantly lower than the losses currently being made by AB, we do not consider that the
supply relationship between AM and AB would alter the incentives of ABF to close AB. Therefore, we have not
considered whether [¢<] in detail.

288 FMN, Table 38.

289 FMN, paragraph 14.16.

290 [8<] (FMN, paragraph 3.7).
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typically uses a third-party logistics provider to deliver its products.?®’ As the
Parties and third parties?°2 have told us that there are alternative networks that can
provide RDC delivery, we consider that in the absence of AB’s distribution network
these products could be delivered via RDC by a third party.

Given that other businesses within the ABF Grocery division supply a variety of
consumer food products to the same customers as AB, we also considered the
potential impact of AB’s exit on ABF’s overall relationships with its customers and
whether this would make it less likely that ABF would close the AB business.

ABF submitted that specific terms are negotiated separately by product rather than
bundled into one customer-focused contract, and therefore, an exit of AB would
not have a direct impact on other ABF businesses’ supply of products to GMs.2%3
This was corroborated by a GM who told us that while ABF supplied it with multiple
different brands from different ABF business units, commercial agreements for
these products are negotiated separately with each business unit.?®* This third
party also told us that these products are not grouped together in store, nor are
there any synergies in how they are managed or supplied.?%

However, one GM told us that an uncontrolled exit by one of the Parties could lead
to sharp price spikes and supply disruption, whereas a managed exit would result
in ‘tolerable’ inflation.?%® ABF’s internal documents also indicate that its
management was aware that an exit of AB may result in [¢<].2°7 As such, ABF
submitted that under an AB exit scenario, [<].2% This is also reflected in ABF’s
internal documents (discussed in more detail in paragraph 4.213 below) which
show an awareness of the issue and a plan for an [<] of the AB business to
ensure [¢<] and to provide [<] for customers to secure alternative supply
arrangements.?%

We consider that these steps may adequately mitigate the wider relationship risk
for ABF and that this is, therefore, unlikely to deter ABF from exiting AB.

Based on the evidence above, we have identified some benefits to the wider ABF
group of continuing to operate the AB business. However, we consider that the
financial impact of AB’s exit on other ABF entities and the loss of any spillover
benefits for the wider ABF group are not material compared to the financial losses

291 FMN, paragraph 14.16. We note that [¢<], so the third-party logistics supplier [¢<].

292 Third-party call note; and Third-party call note.

293 Parties’ phase 2 teach-in, 21 January 2026. We have corroborated this submission with customers and understand
that product categories are generally purchased separately, with little wider group interactions between GMs and ABF.
Third-party call note; Third-party call note; and Third-party call note.

2% Third-party call note.

2% Third-party call note.

2% Third-party call note.

297 For instance, ABF internal document, Annex ABF005064 to the FMN dated 18 December 2025, slide 8.

298 FMN, paragraphs 10.56 and 10.87.

299 FMN, paragraph 10.56.
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suffered by AB, and consequently are not sufficient to incentivise ABF to continue
to provide financial support to AB.

Whether ABF would exit GB but continue to operate AB NI

Parties’ submissions

4.158 As set out in paragraph 4.16, ABF submitted that, absent the Merger, AB would
exit all the markets in which it operated in the UK.3%°

4.159 However, the Parties also submitted that GB and NI constitute separate relevant
geographic markets, because the conditions of competition differ materially
between GB and NI.2°" This is consistent with share of supply data and evidence
from third parties. For example:

(a) there are significant differences in the Parties’ positions and the competitors
active between GB and NI, and Warburtons, the largest supplier in GB, has
only recently entered NI and has a limited presence there; 302

(b) distribution arrangements differ, with the van sales model3%3 playing an
important role in NI, particularly in relation to convenience customers,
whereas this model is not a feature of supply in GB;3%* and

(c) customers explained that end consumers in GB and NI have different
preferences and that products such as potato and soda farls, which are an
important part of the bakery offering in NI, are not generally available in
GB.305

4.160 Due to the distinct features of the NI market and the AB NI business, as compared
with GB, which we considered might affect the attractiveness of the AB NI
business relative to the AB business overall, we have therefore considered
whether ABF might take different decisions in relation to AB NI and GB.

300 Parties’ response to the ‘Areas of focus’ document, 29 January 2026, paragraphs 3.31 and 3.32.

301 Particularly that (i) the competitive landscape in Nl is distinct from that in GB, because there are suppliers that are
predominantly only active in the island of Ireland such as Irwin’s, Brennans and Gallaghers, and Warburtons, who is the
largest supplier of plant bread in GB, has only recently commenced supplies to customers in NI (FMN, summary
paragraphs 52 and 62 and paragraphs 12.27.2.2 and 12.27.6.2); (ii) distribution arrangements differ with the van sales
model playing an important role in NI particularly in relation to convenience customers, whereas this model is not a
feature of supply in GB (FMN, paragraph 12.27.6.1; and Parties’ response to the ‘Areas of focus’ document, 29 January
2026, paragraphs 2.30 and 2.32); and (iii) consumer preferences differing between GB and NI (FMN,

paragraphs 12.27.3.1-12.27.3.2).

302 FMN, Tables 25 and 26; Parties’ response to the CMA's RFI dated 24 October 2025, Annex 174; and FMN, summary
paragraphs 52 and 62 and paragraphs 12.27.2.2 and 12.27.6.2.

303 Under this model, van drivers (who may be employed by the relevant baker or self-employed) distribute bread to
convenience stores on a ‘sale or return’ basis. The van driver is responsible for monitoring inventory of the baker’'s
products on a daily basis and anticipating demand. The baker will also accept returns of unsold/expired products. FMN,
paragraph 12.27.6.1.

304 FMN, paragraph 12.27.6.1; and Parties’ response to the ‘Areas of focus’ document, 29 January 2026,

paragraphs 2.30 and 2.32.

305 Third-party call note; and Third-party call note.
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Third-party submissions

4.161 Three third parties (one of whom is an adviser to one of the others) submitted that
our assessment of whether the exiting firm counterfactual is met in respect of AB
NI should take into account that in our Interim Report we provisionally found that
the Merger would not be expected to result in an SLC in GB.3%

(@) One third party submitted that the appropriate counterfactual in NI is one
where the Merger proceeds in GB and therefore it is extremely improbable that
AB NI will be liquidated. This third party submitted that there is precedent
(Amazon/Deliveroo3’) for the CMA to take into account changes in the facts
and relevant circumstances that take place during the merger investigation,
and it ought not to restrict its analysis to only the pre-merger facts and
circumstances.308

(b) Innovest submitted that, once the CMA has identified a structural remedy
requiring the divestiture of AB NI for the Merger to proceed, the relevant
comparison is not the cost of selling AB NI versus the costs of liquidation, but
the cost of divestiture versus the value of securing completion of the Hovis
transaction.3%°

(c) Innovest’s adviser submitted that buyer support costs should be viewed by the
CMA as Merger completion costs, to be borne by ABF as part of a sale in
order to obtain clearance of the transaction.3'°

4.162 We consider that these submissions are premised on a misunderstanding of the
role of the counterfactual in assessing whether a merger would be expected to
result in an SLC. As noted above, in order to assess whether a merger may be
expected to result in an SLC, we compare the most likely conditions of competition
without the merger (ie the counterfactual) with those that would result from the
merger. This approach is reflected in our merger assessment guidelines, which
state that only events that would have happened in the absence of the merger
under review—and are not a consequence of it—can be incorporated into the
counterfactual.3' Taking account of the CMA'’s provisional findings in relation to
the Merger in GB would be inconsistent with this: completion of the Merger in GB
and any action to remedy concerns in NI would by definition be a consequence of

306 Innovest also submitted that a clearance decision could result in other significant and serious repercussions for
communities in NI (Innovest's follow-up response to the Supplementary Interim Report, 2 June 2026). Another third party
also submitted that a clearance decision could result in a weakening in the supply chain which could have negative
consequences such as industrial action, transport disruption, or major equipment breakdown (Market participant A’s
response to the Supplementary Interim Report, 28 May 2026, section 4). Such concerns are beyond the scope of the
CMA’s statutory function in assessing the Merger, which is to assess the impact of the Merger on competition.

307 CMA, Anticipated acquisition by Amazon of a minority shareholding and certain rights in Deliveroo., Final Report,
4 August 2020.

308 Market participant B's response to the Supplementary Interim Report, 1 June 2026, paragraphs 4.4-4.5.

309 Innovest'’s response to the Supplementary Interim Report, 28 May 2026, page 1.

310 Innovest adviser's response to the Supplementary Interim Report, 28 May 2026, section 17.

311 CMA129, paragraph 3.4.
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4.164

4.165

4.166

the Merger (and the CMA’s review of it). For completeness, we have not seen any
evidence (including in internal documents) that the Parties would have pursued an
alternative transaction, such as a merger in GB only, absent the Merger.

The CMA’s approach in Amazon/Deliveroo®'? provides no support for these
submissions. In that case, the CMA considered the impact of Coronavirus
(COVID-19) when assessing what would have happened absent the merger. This
did not entail incorporating merger-specific events into the counterfactual; rather
the CMA’s counterfactual assessment took account of the impact of an external
event (COVID-19) that would have occurred absent the merger.

Our assessment

Decision to Exit AB NI

In this section, we consider whether an exit by AB would include the whole of the
UK, or whether ABF would likely retain the NI business.

We first consider ABF’s internal documents, and specifically whether AB NI is
considered separately in discussions relating to exit. We then consider the
separability of AB NI from AB, the financial performance of AB NI and whether
there is a strategic benefit to ABF of retaining the NI business.

Internal documents

As set out in paragraph 4.23, there are a number of documents that discuss exit
by AB for the whole of the UK, or that include NI in any exit planning. For example:

(@) A [] 2025 financial model which was prepared internally by ABF and
presented to the ABF board in [¢<] 2025 (see paragraph 4.207(b) below) and
to the ABF Executive Committee in [<] 20253'3 (the Board Model) shows
the costs of liquidation, and includes liquidation costs for the UK as a whole
and therefore includes NI.

(b) The minutes of the ABF board meeting held on [$<] 2024 refer to ‘[8<]’.314

(c) The speaking notes used by ABF’s Finance Director at the same board
meeting recommend that ABF should develop and implement a ‘[¢<]'.31°

312 CMA, Anticipated acquisition by Amazon of a minority shareholding and certain rights in Deliveroo., Final Report,
4 August 2020.

313 ABF internal document, Annex ABF005429 to the FMN dated 18 December 2025, slide 19.

314 ABF internal document, Annex ABF005505 to the FMN dated 18 December 2025, page 3.

315 ABF internal document, Annex ABF005110 to the FMN dated 18 December 2025, page 1.
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(d) The presentation dated [<] 2024 used by ABF’s CEO at the [¢<] 2024 board
meeting refers to the option for ABF to exit the wrapped bread market.36

(e) The [¢<] Report concluded that ‘in the long term, only a full merger or exit
could be attractive from a financial perspective’ due to negative NPVs for the
remaining options. We note that the [¢<] Report did not draw any distinction
between GB and NI, aside from noting that the Belfast site ‘[8<]’.3'"

(f)  An email from the AB CEO to members of AB management on [<] 2022
notes that while [é<]’ in the context of restructuring at the time, it goes on to
state that ‘[6<]'3'® (which suggests an exit in the whole of the UK was
contemplated).

However, other ABF internal documents refer specifically to exit in GB or are
unclear on whether AB NI may be retained. For example:

(@) The minutes recording the board meeting held on [<] 2022 refer to the
possibility of the total closure of AB in Great Britain, rather than for the whole
of the UK.31®

(b) An ABF internal document from [<] 2022, which considers ‘[¢<], states that
the current preference is to [<], but AB NI ([¢<]) is categorised differently. NI
is described as ‘[¢<] and the document notes that NI will not ‘[¢<].3%° The
reference to profit (for ABF), and the statement that ‘[¢<]’, implies that [¢<].

Given that some documents refer to exit in GB specifically rather than the UK or
are unclear on scope, we do not consider that the internal documents provide
clear evidence that, absent the Merger, ABF would have closed the whole of its
UK operations and would not have retained AB NI. We have however taken them
into account as part of an in the round assessment with the other evidence
discussed below.

Separability of AB NI from AB

With regards to whether AB NI could operate as a standalone business, ABF
explained that AB NI has its own production and distribution facilities, and day to
day, the sales and operations are largely managed [$<]:3?!

316 ABF internal document, Annex ABF005064 to the FMN dated 18 December 2025, slide 5.

317 ABF internal document, Annex 37 to the FMN dated 18 December 2025, slide 46.

318 ABF internal document, ABF007094 to the FMN dated 18 December 2025, page 1.

319 ABF internal document, Annex ABF005508 to the FMN dated 18 December 2025, page 1.

320 ABF internal document, Annex 28 to the FMN dated 18 December 2025, slide 5.

321 See slides 5 and 6 of ‘[<]’ provided in an email dated 23 December 2025 from the Parties providing an update on the
NI sale process for AB NI. [¥<] and ABF updated Phase 2 Remedies Form, 7 May 2026, paragraph 4.3.
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(@) The bakery facility, located in Belfast, has [¢<] production lines providing the
capability to manufacture plant bread, pancakes and soda and potato farls.

(b) Distribution is conducted from three Northern Irish sites (Belfast, Dungannon
and Coleraine) and spans [¢<] routes, with daily deliveries also made to key
customers and GM multiples in the ROI.

In terms of the services AB NI receives from [¢<], ABF told us that AB NI receives:
(i) central support functions [¢<] from AB’s Grocery Service Centre in Liverpool,
(i) support for a range of [¢<] functions, including [¢<] from ABF’s head office in
London; and (iii) general ABF head office support and management oversight,
including regarding [$<].322 AB NI also relies on AB GB'’s logistics capability in the
transportation of third-party products on the island of Ireland.323

ABF also told us that there are a number of products supplied between AB GB and
AB NI:

(@) AB GB supplies AB NI with around [<]% of its plant bread sales ([¢<] loaves
which are low-volume speciality SKUs) and [<] packs of plant morning
goods/rolls per week.3?* We note that [<] for plant bread, but the products
supplied by AB GB are speciality products.32°

(b) AB NI also supplies on average [¢<] packs of morning goods ([¢<]) per week,
around [<] Ipw alongside a further [¢<] Ipw of other branded or private label
bread to AB GB.3%

(c) ABF also supplies AB NI with flour from its subsidiary AM.327

Our view is that it is likely that the AB NI business could be separated from the AB
UK business for the following reasons:

(@) From an operational perspective, AB Nl is largely self-sufficient with only a
relatively small percentage of its products manufactured outside AB NI.

(b)  Whilst AB NI relies on AB UK and ABF for some central functions, it is
possible these could be replaced either through outsourcing to third parties or
building the required capability in-house.

322 See ‘[<] provided in an email dated 26 February 2026 from ABF ahead of a call with the CMA; and ABF updated
Phase 2 Remedies Form, 7 May 2026, paragraph 4.4.

323 ABF updated Phase 2 Remedies Form, 7 May 2026, paragraph 5.5.

324 ABF updated Phase 2 Remedies Form, 7 May 2026, paragraph 7.8.

325 See slide 13 of ‘[¢<] provided in an email dated 23 December 2025 from the Parties providing an update on the NI
sale process for AB NI.

326 ABF updated Phase 2 Remedies Form, 7 May 2026, paragraph 7.8.

327 See ‘[<] provided in an email dated 26 February 2026 by ABF ahead of a call with the CMA.
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(c) AB NI could continue to source flour from AM following AB GB’s exit or from
an alternative supplier.

Financial performance of AB NI

In this section we assess the financial performance of AB NI, the potential impact
of exit by AB GB on the NI business and the liquidation value for AB NI.

Profitability

In our Interim Report, we set out information on the profit and loss for AB NI,
based on the profitability of the business on an Earnings Before Interest and Tax
(EBIT) basis.3?8

As no separate public statutory accounts are published for AB NI, we have relied
on ABF management information in our assessment of its financial performance.
Due to the way AB NI is managed operationally within the wider UK bakery
business, the information provided by ABF does not reflect the performance of AB
NI on a standalone basis. The financial information provided by ABF comes from
different internal ABF sources. The CMA uses the term ‘management accounts’ to
refer broadly to the financial information provided and used by ABF management
but which does not come from the statutory accounts.

AB’s management accounts use AB’s total sales in the island of Ireland as the
revenue for the AB NI business. Further, the AB NI business’ costs are based on
the ‘AB Belfast Profit and Loss’ reports, which include the manufacturing,
operational and distribution costs of AB’s NI assets and non-operational costs
such as local marketing, sales support and other local overheads in NI.329
Therefore, these accounts include the revenue, but not the manufacturing cost, of
products manufactured in GB but sold in the island of Ireland, discussed at
paragraphs 4.285 and 4.286 below. Conversely, they include the manufacturing
cost, but not the revenue, of products manufactured in NI but sold in GB.

The profitability figures also do not take into account AB central costs attributable
to the operation of the AB NI business, which are discussed further below (see
paragraphs 4.279 to 4.283).

328 CMA, Interim Report, 26 March 2026, paragraph 6.160 and Table 6.2. AB Nl is part of the AB business, which in turn
is a division of ABF Grain Products Limited. AB Nl is not a separate legal entity and as such does not produce separate
statutory accounts.

329 The Parties told us that revenue has been calculated using the total sales of AB to customers in the Island of Ireland
(being sales to both NI and ROI customers), as a proxy for the revenue of the AB NI business. The Parties note that this
does not exactly correspond with revenue from products manufactured by AB NI as some products sold on the island of
Ireland are manufactured by AB GB and conversely some AB NI manufactured products are sold in GB. Based on FY25
figures ABF estimates that [80-90]% of revenue from AB products sold in the island of Ireland relate to products
manufactured by AB NI and [90-100]% of AB NI products are sold in the island of Ireland in FY25 (see also

paragraph 4.286 for further discussion of this issue), ABF updated Phase 2 Remedies Form, 7 May 2026,

paragraphs 11.2-11.4.
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4.178 Table 4.2 below sets out the financial results of AB NI using the management
accounts provided by ABF and covers the last three financial years alongside the
forecasted profit for financial year 2026.33° The data shows that AB NI's
profitability, pre-central cost allocation, has declined from £[¢<] million in FY2024
to £[e<] million in FY2025. The forecast for FY2026 is broadly consistent with
FY2025 and shows a significant decline in profit of approximately [¢<]%, to
£[5<] million, compared to the £[<] million profit recorded in FY2024. This
performance is driven by a £[é<] million reduction in revenue over the period with a
limited corresponding reduction in costs, due in part to the fixed-cost nature of the
business (as set out more generally for the AB business in paragraph 4.36(b)).

4.179 As set out further below (paragraphs 4.297 to 4.325), consistent with submissions
made by the Parties, a number of third parties indicated that when these figures
are adjusted for additional costs that are not included in the management
accounts, the business is likely to be loss-making.

Table 4.2: AB NI financial performance for the FY2023 to FY2025 and the forecast financial
performance for FY2026

£m

Financial Financial Financial Financial Year
Year 2023 Year 2024 Year 2025 2026 (forecast)

Revenue [<] [<] [<] [<]
Costs [] [<] [<] [<]
EBIT [] [¥] [] []

Source: CMA analysis based on Parties’ data.

Note: ABF’s financial year is to September in the year referenced.

For the avoidance of doubt, AB NI’s financial information is included within AB’s overall financial information presented at Table 4.1
above. Only AB NI’s financial information is presented in this table to show AB NI’s profitability.

Impact of exit of AB GB on NI business

4.180 The profitability figures set out above, taken from internal documents, overstate
the financial health of AB NI, as they do not include any central costs. These
central cost items include but are not limited to customer credit checks, order
inputting, demand planning, invoicing, payment processing, HR services including
payroll, supplier management and vehicle management,33' which are unlikely to
be specific to the bakery industry. As such, these could in principle be provided by
other group businesses if ABF were to retain AB NI.

4.181 We note that AB NI is a relatively small part of the overall AB business, accounting
for [6<]% of total sales revenues in FY2025.332 However, given the relatively low
profitability of AB NI, at just £[<] million in FY2025, the relevant central costs

330 Parties’ response to the Interim Report, 17 April 2026, Annex 251, paragraph 2.1.

331 Parties’ response to the Interim Report, 17 April 2026, Annex 251, paragraph 2.2.

332 CMA analysis based on the financial information in Table 4.2 above and Table 4.1 for the whole AB business in
paragraph 4.38.
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would need to be quite limited for the business to be profitable once those costs
are accounted for.

Further, as set out in paragraph 4.171, the NI business currently supplies products
into GB, and also receives products from the GB business. Accordingly, exit by
ABF in GB may impact the profitability of the NI business, if retained on a
standalone basis.

In particular, products supplied by AB NI into GB rely on AB’s supply contracts
with customers in GB, and the GB distribution network.333 This includes the inter-
bakery network, and for those customers requiring DTS delivery, AB’s nationwide
DTS delivery network.3** The exit of AB’s GB business may therefore put these
volumes at risk.

ABF has submitted that, if it were to exit in GB, there would be insufficient capacity
remaining in the market to satisfy total demand for plant bread.33® To mitigate the
risk of supply shortages, and maintain relationships with customers, ABF has
modelled a phased exit. A phased exit would give customers time to find
alternative supply arrangements, and given spare capacity at AB NI for plant
bread, any supply shortages in GB may represent an opportunity for AB NI to
increase volumes if alternative distribution arrangements can be put in place.

However, we also note that plant bread is bulky to transport, and additional time in
the distribution network to transport the product from NI into GB would impact
product freshness and shelf life, which is an important consideration for customers
(see paragraph 4.77 above). This could limit the opportunity for AB NI to increase
the volume supplied into GB.

Strategic rationale

As set out in paragraph 4.16, ABF submitted that its intention to either proceed
with the Merger or for AB to exit is driven by the financial circumstances facing AB.
In particular, the rationale for exiting the market is to avoid the ongoing losses
faced by AB.

As set out above, while profitability has declined over the last year, AB Nl is
profitable before the allocation of central costs.

However, ABF has submitted that there is no strategic benefit to retaining the AB
NI business on AB’s exit from GB, and we have found no evidence to contradict
this.

333 Parties’ ISM transcript, 4 February 2026, page 63, lines 15-24; and ABF internal document, attachment to Parties’
email to the CMA dated 26 February 2026.

334 ABF’s response to the CMA RFI dated 9 February 2026, question 1(b).

335 FMN, paragraph 10.64.
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Our view regarding AB NI

4189 Based on the evidence set out above, on balance, our view is that Limb 1 is met in
respect of AB’s NI business.

(@) While we note above the limitations regarding the internal documents, the
documents show that from 2023 onwards discussions relating to exit only
appear to refer to the whole of the UK.

(b) Although the NI business can be separated and could therefore be retained
by ABF, the profitability of AB NI is limited before accounting for central costs
and has declined in the last year. Once central costs are accounted for, the
business is likely to be loss-making.

(c) AB NI currently supplies products for AB’s GB business, which may be lost
on GB exit. While there may be some potential to increase supply into GB if
there is a supply shortage following AB’s GB exit, this would require new
distribution arrangements to be put in place. Further, the volume of plant
bread that can be supplied may be limited by the fact that bread is bulky to
transport, and supply from NI into GB may impact product freshness and
shelf life which is important to customers.

(d) Finally, there is no evidence to contradict ABF’s submission that there is no
strategic rationale to retain NI.

Conclusion on Limb 1

4.190 Based on our assessment above, we conclude that absent the Merger, AB would
likely exit the markets in both GB and NI, and that the first of the conditions for the
exiting firm scenario (Limb 1) is met.

Limb 2: Alternative purchasers

4.191 As we have found that AB is likely to have exited absent the Merger (Limb 1), we
now consider whether there would have been an alternative, less anti-competitive
purchaser for the firm or its assets (Limb 2).3% If the CMA considers that the most
likely counterfactual would have involved an alternative purchaser for the firm or its
assets, it will conduct its analysis of the impact on competition of the merger on
the basis of that counterfactual.33”

336 CMA129, paragraph 3.30. As set out at paragraph 4.5(b) above, in Limb 2 the CMA considers whether there would
have been an alternative, less anti-competitive purchaser for the firm or its assets to the acquirer in question. Given that
the exiting firm in this case is the acquiring firm (rather than the target firm), we have assessed whether there would have
been an alternative purchaser for AB or its assets that would have resulted in a less anti-competitive combination than
the Merger.

337 CMA129, paragraph 3.31.
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4.192 As noted above, when considering if there would have been an alternative
purchaser, the CMA will seek to identify who the alternative purchaser(s) might
have been and take this into account when determining the counterfactual. In that
context, the CMA may consider the marketing process for the exiting firm as well
as offers received for it.3% |n the present case, we note that ABF did not run a
formal sale process for the whole of the AB business (nor for the GB part of the
business).

4.193 As noted above, the CMA will consider if there was an alternative purchaser willing
to acquire the firm at any price above liquidation value.33? In the present case the
acquiring firm is the exiting firm, and we therefore have assessed whether or not
there would have been an alternative purchaser willing to acquire the AB business
for any price above liquidation value. We note that the liquidation value can be
negative, ie there may be a net cost associated with liquidation, as is the case
here.

Parties’ views
4.194 In relation to Limb 2, ABF submitted that:

(a) excluding trading losses, the liquidation value of AB was positive and
therefore, it would receive more value from a liquidation of AB’s assets than
through a sale.34? ABF also submitted that this liquidation value would be
realised through the sale of the assets as commercial property (as opposed
to as bakeries or depots) and [<];3*' and

(b) there was no realistic prospect of an alternative purchaser arising for the AB
business above liquidation value, given the wider market decline and as
evidenced by Morrisons’ unsuccessful attempts to sell its Rathbones bakery
business.34? ABF further submitted that AB was unlikely to be attractive to
private equity buyers, given AB’s loss-making position, in a market under
conditions of general decline. As such, it submitted that AB was unlikely to
generate the returns necessary for private equity buyers.

4.195 As explained above, during the CMA’s investigation, ABF initiated the AB NI Sales
Process. Prior to commencing the AB NI Sales Process, ABF submitted that it was
not confident of identifying a potential purchaser prepared to purchase AB’s NI
operations for more than their liquidation value (given market conditions on the
island of Ireland suffered from similar industry headwinds as in GB). However,
ABF submitted that it nevertheless wished to explore this possibility given the

338 CMA129, paragraph 3.30.

339 CMA129, paragraph 3.30.

340 FMN, paragraphs 8-9.

341 FMN, paragraphs 8-9.

342 FMN, paragraphs 10.58-10.60. This site has however subsequently been purchased by Warburtons (see: Warburtons
acquires former Rathbones bakery in Wakefield - Place Yorkshire (last accessed on 12 June 2026)).
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different market dynamics in the island of Ireland. It further submitted that to the
extent that such a purchaser could not be identified, the failed sale process would
be relied upon as evidence of Limb 2 having been satisfied.3+3

4.196 In response to the Interim Report, the Parties submitted it was unlikely that a more
competitive purchaser would acquire AB NI for a value above its liquidation value,
and the feedback received from potential purchasers involved in the AB NI Sales
Process evidenced concerns around AB NI’s loss-making financial position.344
Moreover, the Parties submitted that any synergies that can be achieved are
insufficient to justify a purchase of AB NI,34% and the evidence from potential
purchasers involved in the AB NI Sales Process indicates they are not willing to
make the material investment required to return AB NI to profitability.3*¢ ABF also
submitted that all the offers received in the AB NI sales process, if accepted,
would incur greater costs to ABF than the costs of liquidating AB NI, and therefore
Limb 2 is satisfied for NI.347

Third-party submissions

4.197 In response to the Supplementary Interim Report, one third party submitted that
the liquidation value the CMA used for AB (which included AB NI as part of that
valuation) could be overstated, was based on unreliable evidence and had not
been sufficiently tested, such that the CMA should reassess the relative value of
the offers made by potential purchasers in the AB NI Sales Process compared to
AB NI’s liquidation value.348

4.198 This third party also submitted that there are different ways to calculate the AB NI
liquidation value and this could lead to significantly different valuations.349
According to this third party, the CMA’s analysis of the AB NI liquidation valuation
appeared to it to be entirely based on the Parties’ Board Model which, in its view,
was a ‘rough and ready calculation’ and therefore an insufficient basis for the
CMA'’s liquidation valuation.3%°

4.199 In addition, this third party submitted that, as the liquidation value of AB NI had not
been updated following the CMA’s updated views on the profitability of AB NI set
out in the Supplementary Interim Report, the liquidation valuation is an overstated
benchmark against which to assess the bids.3%"

343 FMN, summary paragraph 56.

344 Parties’ response to the Interim Report, 17 April 2026, paragraph 1.1.2 and 2.6-2.10.

345 Parties’ response to the Interim Report, 17 April 2026, paragraphs 1.1.3 and 2.9.

346 Parties’ response to the Interim Report, 17 April 2026, paragraph 2.10.

347 ABF follow-up submission relating to final offers, 12 May 2026, paragraphs 1.1 and 1.2.

348 Market participant B's response to the Supplementary Interim Report, 1 June 2026, paragraphs 5.26-5.29.

349 Market participant B's response to the Supplementary Interim Report, 1 June 2026, paragraph 5.18.

350 Market participant B's response to the Supplementary Interim Report, 1 June 2026, paragraphs 5.14 and 5.16.
351 Market participant B's response to the Supplementary Interim Report, 1 June 2026, paragraph 5.22.
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4.200 This third party further submitted that certain aspects of the valuation do not seem

4.201

4.202

coherent as, for example, in its view:3%2

(a) The property valuations appear to anticipate the property being purchased for
an alternative commercial use which would likely lower the value of those
properties compared to what a trade purchaser may be willing to pay with the
intention of continuing their current commercial use; and

(b) No value has been attached to the IP and brand.

This third party further submitted that the Parties’ advisers appeared to have
prepared a different model which compared net cashflows and provided a higher
total asset valuation for AB.3%3

In addition, the same third party submitted that the CMA should be cautious of
putting weight on the Parties’ evidence given the Parties’ merger strategy to put
forward an exiting firm defence and to run a parallel sales process with the stated
purpose of gathering evidence to support that defence, and that the Board Model
was created when the Merger was in contemplation. This third party submitted
that, whilst the CMA had acknowledged the risk of reliance on such evidence, it
had done so anyway without analysing the costs itself or benchmarking the
Parties’ estimates to confirm accuracy.3%

Our assessment

4.203

4.204

4.205

As set out in paragraph 4.194(a) above, ABF submitted that it would receive more
value from a liquidation of AB’s assets than through a sale.3%°

To assess Limb 2: (i) we first consider the financial impact of liquidation and the
broader consequences of liquidation; (ii) we then consider whether, absent the
Merger, it was likely an alternative purchaser would have emerged for the AB
business, either as a whole or in part (eg AB NI), above liquidation value.

We have assessed ABF’s incentives either to pursue a sale of the AB business or
to liquidate by considering the financial and other benefits to ABF of these options.

352 Market participant B's response to the Supplementary Interim Report, 1 June 2026, paragraph 5.24.

353 Market participant B's response to the Supplementary Interim Report, 1 June 2026, paragraph 5.17.

354 Market participant B’'s response to the Supplementary Interim Report, 1 June 2026.

355 FMN, paragraphs 8-9.
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4.206

4.207

4.208

Liquidation

Financial impact of liquidation

We note that liquidation valuations are inherently uncertain as they are subject to
assumptions and sensitivities, including the valuation of assets and liabilities,
discount rates and the time frame over which they are calculated. Further, the
timing of their preparation can have an impact on their results. We recognise that
this means there is an intrinsic margin for error in their calculation. As such, we
have assessed three different models, prepared by or for ABF, over different
periods, which assess the financial benefits of liquidation. We have carefully
considered these models, and the assumptions and data that went into creating
them, in order to come to our view on the financial impact of liquidation.

The three models which assess the financial benefits of liquidation of the AB
business are:

(@) A [] 2023 [<] estimate of the net revenue from liquidation (the
[$<] Model)3%¢ prepared as part of the [<] Report. As set out above, this
paper was not presented directly to the ABF board, but its contents were
verbally summarised by the ABF CEO when addressing the ABF board.

(b) The Board Model, a [¢<] 2025 financial model which was prepared internally
by ABF.3%" The calculations from this model were provided as part of an
assessment of liquidation as a ‘Plan B’ to the Merger and were presented to
the ABF board in [<] 20253%%8 and to the ABF Executive Committee in
[6<] 2025.35°

(c) A financial model prepared by [¢<]as part of the [¢<] Report3%° (the
[<] Model).

We note that the Board Model only examined the Merger or AB closure and did
not explore the sale of AB to an alternative purchaser, and that it was prepared
after the September and October 2024 ABF board meetings when Merger
discussions were progressing. Nevertheless, we set out below the reasons why
we have placed most weight on the Board Model for the purpose of our
assessment:

356 ABF internal document, Annex 37 to the FMN dated 18 December 2025, slide 50.

357 ABF internal document, Annex ABF006781 to Parties’ response to the CMA’s RFI dated 1 October 2025, question 22.
3%8 Parties’ response to the CMA’s RF| dated 9 December 2025, question 1. The Board pack extracts for [8<] 2025 are
provided in ABF internal document, Annex ABF 005785 to the FMN dated 18 December 2025; and ABF internal
document, Annex ABF005785 to the FMN dated 18 December 2025 respectively. Note the presentations to the ABF
Board and Executive Committee show [<]. [¢<].

359 ABF internal document, Annex ABF005429 to the FMN dated 18 December 2025, slide 19.

360 ABF internal document, Annex 0005 to the FMN dated 18 December 2025.
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(a) As we are assessing ABF’s incentive to liquidate AB compared to pursuing a
sale of the AB business, we have focused on the model which likely informed
the ABF board’s decisions:

(i) The Board Model was presented to the ABF Board to inform
discussions about liquidating AB as part of a ‘Plan B’ alternative to the
Merger (albeit during a period when the Merger had already been in
contemplation for some time).

(i) In contrast, we note that the [¢<] Model3®" is not an internal AB
document produced for the purposes of internal decision-making within
ABF on whether to pursue the Merger but rather for the purposes of
providing a submission to the CMA on the relative costs of continuing to
run AB compared to the costs of exit.

(b) While ABF told us that the Board Model was prepared for the purposes of
providing a ‘quick snapshot’3¢? of the costs of closure and how these
compared to the acquisition of Hovis and that it was intentionally ‘high
level’,363 we consider that the estimations of redundancy costs, asset
valuations and contract exit costs in the Board Model are more likely to be
accurate than those in the [$<] Model:364

(i) Inthis regard, we note that in the Board model, the underlying figures
are a combination of contemporaneous third-party valuations, internal
accounting records, and bottom-up cost estimates calculated by ABF. In
summary, (a) redundancy costs, which are calculated on a ‘bottom-up’
basis, eg by reference to AB’s redundancy policy in early 2025; and
each individual employee’s length of service and age;3¢° (b) contract
exit costs, which are calculated by reference to the actual contractual

361 The purpose of the [¢<] Model is not to give an estimate of liquidation costs but rather to compare the net cashflows
for five years and 10 years from September 2024 under scenarios in which ABF exits AB and in which ABF retains AB.
As the [<] Model assumes the liquidation process commences in [¢<] 2026, it therefore includes around [$<] of trading
losses unrelated to the liquidation process meaning the liquidation value calculated understates the benefits of
liquidation. Adjusting for these trading losses and also adjusting for the assumption that [¢<], we estimate that on a
discounted cashflow basis, the liquidation model would show a neutral financial impact from liquidation with a discounted
cashflow value of approximately £[2<]. ABF later confirmed that [¢<] (Parties’ response to the CMA’s RFI dated 24
September 2025, question 16). We note that this model however is also sensitive to assumptions particularly around the
length of the period for which AB is required to trade during the liquidation scenario to provide an orderly withdrawal from
the market and also its assumptions on cost movements during this time. We note that [5<] has assumed that costs
reduce on a linear basis to revenue in this scenario despite the high fixed costs of production and distribution in this
market. For details of these assumptions (including those relating to [¢<]) see ABF internal document, Annex 0002 to the
FMN dated 18 December 2025 the ‘Technical Annex’; and Parties’ response to the CMA’s RFI dated 6 November 2025,
questions 16-18.

362 Parties’ response to the CMA’s RFI dated 9 December 2025, paragraph 1.3.

363 Parties’ response to the CMA’s RFI dated 9 December 2025, paragraph 1.4.

364 For completeness, the [<] Model envisages two scenarios one in which an ‘Exit as fast as possible’ is made and one
in which ‘A gradual exit with a move to RDC’ is made. The ‘Exit as fast possible’ scenario has a positive net liquidation
value on a discounted cash basis of between £[<] million and £[e<] million (including asset sales) and the ‘Gradual Exit
with a move to RDC’ has a positive net liquidation value on a discounted cash basis of £[¢<] million. The difference
between the two figures is driven by the higher trading losses incurred in the gradual exit scenario and the lower
discounted value of the asset sales as they occur later due to the longer exit period (and hence are discounted more).
365 Parties’ response to the CMA's RF| dated 9 December 2025, question (1b).
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exit costs in AB’s contracts with third parties in early 2025;36¢ and

(c) property asset valuations, which are calculated by reference to fair
valuations provided by the independent surveyors, [$<], in [$<] 2025.367
We consider that all three of these values have been calculated based
on objective information, and are not reliant on ABF’s subjective
judgement, so we have been able to place weight on them.

(i) In contrast, we note that the [¢<] Model has a significantly higher
valuation of assets than the Board Model, eg the Board Model has a
total asset valuation of £[¢<] million on an undiscounted cash basis
(plus potentially up to around an additional £[¢<] million [¢<]),368
whereas the [¢<] Model has an asset valuation of between £[<] million
and £[5<] million3%° on a discounted cashflow basis (which will be more
on an undiscounted cash basis). When compared to the estimates of
the costs and revenues from liquidation, such a large difference in asset
values has a significant impact on estimates of the financial impact of
liquidation. As there are approximately two years between the
preparation of these models it is unlikely that such a large discrepancy
is accounted for by a change in asset valuations, so we consider it likely
that the asset valuation in the [é<] model has been calculated using
different estimates of asset values.

(iii) Overall, we consider that the Board Model is likely to represent a more
accurate valuation of the impact of liquidation than the [¢<] model, due
to the greater reliability of the inputs used. In particular, the land
valuation, the largest asset, is based on independent estimates, the
largest liability, redundancy costs, has been estimated using bottom-up
calculations using employee data and relevant company policies, and
contract exit costs are based on termination costs under the relevant
contracts. Most other figures can be traced to the accounting system,
such as the fixed asset register. We note that using the Board Model
provides a lower liquidation value and so is a more conservative figure
to use.

366 Parties’ response to the CMA’s RF| dated 9 December 2025, question (1b).

367 Parties’ response to the CMA’s RF| dated 9 December 2025, question (1b).

368 Parties’ response to the CMA’s RF| dated 6 November 2025, question 17. This states that the net impact on a
discounted cashflow basis of [¢<] from [X]% to [<]% is £[¢<] million in the [¢<] Model (including pre-liquidation losses)
being the net increase from £[2<] million to £[2<] million in the NPV of the discounted cashflows. This would imply the
total value [¢<] on a discounted cashflow basis is £[2<] million with [¢<]% being £[2<] million. We therefore estimate this
to be around £[é<] million on an undiscounted basis.

369 ABF internal document, Annex 37 to the FMN dated 18 December 2025, slide 50. The discounted value of the assets
on an ‘exit as fast as possible basis’ is £[¢<] million and the discounted value on a ‘Gradual exit moving to RDC basis’ is
£[5<] million. The value of the underlying assets on an undiscounted basis is expected to be the same with the difference
being in the latter scenario it takes longer to realise the proceeds of the assets, so the underlying value is discounted
more.
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The Board Model, which was prepared on an undiscounted cash basis, showed a
net cost of £[e<] million from liquidation. It assumed that liquidation commences in
[<] 2025 and takes [<] to complete (ending in [<]). At the end of this period, [<]
with the bakeries and depots closed and sold for alternative commercial property
purposes. [<].

The net cost of £[¢<] million from liquidation was based on the following key
components:

(@) Redundancy costs of £[é<] million, calculated by reference to AB’s
redundancy policy in early 2025 and employee records, assumed to occur at
the end of the liquidation period.37°

(b) Contract exit costs of £[e<] million, based on contractual terms, occurring in
the financial year to [<].

(c) Trading losses over this [¢<] period of £[<] million. These are based on AB’s
trading losses for the most recent financial year (financial year 2024) with an
additional £[¢<] million of costs due to wage inflation.3”" No adjustment is
made for any phased withdrawal of the business over this [¢<] period as AB
exits the market (ie the full trading losses are assumed for this [¢<] period).372

(d) The redundancy costs, contract exit costs and trading losses are partially
offset by proceeds from property sales of £[<] million, which were valued by
a third-party surveyor. These occur in the financial years [<] to [¢<].

In addition, ABF told us that, as a simplifying assumption, [¢<].3”3 Therefore, no
value was attributed to the transfer of this plant and machinery in the model. As
this transfer was not included, we do not know the actual cash value of the plant
and machinery to be transferred. However, based on our analysis of the value of
plant and machinery to be transferred to [¢<] in the [¢<] Model, we estimate this to
have a value of around £[$<] million.3’* Therefore, even if this were to be included,
the net liquidation cost would be around £[¢<] million.

Broader consequences of liquidation

ABF is a global food conglomerate that is active in the supply of a range of
products to the GMs. These products include plant bakery products (AB), tea

370 Parties’
371 Parties’
372 Parties’
373 Parties’
374 Parties’

response to the CMA’s RFI dated 9 December 2025, paragraph 1.6.1.
response to the CMA’s RFI dated 9 December 2025, paragraph 1.6.2.
response to the CMA’s RFI dated 9 December 2025, paragraph 1.6.2.
response to the CMA’s RFI dated 9 December 2025, paragraph 1.6.6.
response to the CMA’s RFI dated 6 November 2025, question 17. This states that the net impact on a

discounted cashflow basis of [¢<] from [<]% to [<]% is £[¢<] million in the [¢<] Model (including pre-liquidation losses)
being the net increase from £[¢<] million to £[¢<] million in the NPV of the discounted cashflows. This would imply the

total value

of this plant and machinery on a discounted cashflow basis is £[¢<] million with [$<]% being £[$<] million. This

is on a discounted cashflow basis so whilst it will have a higher value on a cash basis it is unlikely to be sufficient to
offset the £[¢<] million loss from the model.
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(Twining’s), cereal (Jordans and Dorset Cereals), sugar (Silver Spoon, Billingtons),
sports nutrition (HighS and Reflex), sweet and savoury snacks (Ryvita and
Jordans), world food brands (Patak’s and Blue Dragon) and private label rice and
noodles (Westmill).3”5 Accordingly, AB shares a number of common customers
with the wider ABF group. However, as noted at paragraph 4.154 above, ABF
does not leverage its position across the portfolio companies, and negotiates
supply arrangements separately for AB.

Internal ABF documents note that exit may have an impact on relationships with
GMs but that this can be mitigated by a staged exit from the market.3’¢ We note
that the Board Model assumes a staged exit over [¢<]. This is consistent with third-
party evidence on ABF’s wider customer relationships with GMs and the need to
avoid a sudden exit. For example, one third party stated that its relationship with
ABF extends beyond AB, as it works with ABF across multiple grocery
categories.3”” The same third party also stated that a major supply risk would arise
if AB or Hovis entered administration, further noting that both businesses are at
risk as neither is currently profitable, and such an event would have serious
consequences for food security. A controlled, managed decline is the customer’s
preferred outcome.378

Our view

We note that as set out above liquidation is forecast to have a significantly
negative financial impact (a £[¢<] million loss) and there is also evidence of
potential damage to stakeholder relationships (albeit mitigated to some extent by a
phased withdrawal).

To assess whether ABF would have the incentive to sell AB to a third party, rather
than liquidate AB, we have considered the likely benefits of liquidation compared
to a sale alongside the wider commercial and practical factors relevant to ABF’s
decision-making. In our view, as there is a financial cost of £[<] million from
liquidating AB, we consider that ABF would be incentivised to avoid this through
the sale of the whole of AB to a third party. We note that in this scenario the value
that ABF would receive for AB is immaterial, rather it is the benefits of avoiding the
liquidation costs that would incentivise it to sell. Therefore, any sale with a net cost
of less than £[é<] million would be more beneficial to ABF than liquidation.

We next consider whether there is likely to be an alternative less anti-competitive
purchaser for the AB business.

375 FMN, paragraph 19.1.
376 ABF internal document, Annex 37 to the FMN dated 18 December 2025, slide 49. This document states that a
managed exit will [¢<]. See also ABF internal document, Annex ABF005064 to the FMN dated 18 December 2025,

slide 8.

377 Third-party call note.
378 Third-party call note.
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Availability of alternative purchasers

As ABF had not pursued a sales process for AB as a whole or its assets, prior to
the AB NI Sales Process (which we assess below),3”° we have considered
possible potential purchasers and contacted them in order to assess their potential
interest in a purchase of AB, or a collection of its assets.

The CMA’s guidance states that we will not restrict our analysis to alternative
purchasers who were willing to pay the same or similar price as that agreed in the
merger under investigation but rather will consider if there was an alternative
purchaser willing to acquire the firm at any price above liquidation value.38° As
explained above, the liquidation value is negative in this case meaning that any
value, including ABF paying consideration up to the cost of liquidation, would be
above liquidation value.

We consider that the overall pool of potential purchasers for the AB business as a
whole (that would continue to run it as a supplier of plant bread and morning
goods on a national scale, particularly in GB for plant bread) is likely to be limited.
As set out above, the market for plant bread is in structural decline. This in turn
has had a particularly significant effect on profitability for suppliers such as AB,
that offer DTS delivery on a nationwide basis, as they face high fixed costs from
distribution. As volumes reduce, there is not a corresponding proportionate decline
in costs. There has also been a shift from branded plant bread to lower margin
private label plant bread and an increase in costs (eg due to energy, wheat and
labour) that may not have been passed on or may have been passed on with a
delay. All these factors are likely to make this an unattractive sector for investors.
Moreover, AB has been particularly affected, with the relative weakness of the
Kingsmill brand contributing to the poor financial performance of AB. This is
unlikely to make AB an attractive acquisition for potential purchasers. In addition,
AB is loss-making, meaning any potential purchaser would require significant
funding to absorb the losses as it seeks to turn the business around and would
likely be required to generate synergies with its existing business in order to
operate it profitably.38’

In order to assess the universe of potential purchasers, we relied on a combination
of: (a) ABF’s internal documents that considered a potential sale of AB;382

(b) potential bidders identified by ABF’s corporate finance advisers ([<]), as part
of the AB NI Sales Process and additional third parties that contacted ABF
regarding the AB NI Sales Process following our Interim Report and ITCR;383

379 We note, however, that [5<]. FMN, paragraphs 24.79-24.83.

380 CMA129, paragraph 3.30.

381 See above at paragraph 4.38.

382 See for instance ABF internal document, Annex ABF006606 to the FMN dated 18 December 2025; and ABF internal
document, Annex 28 to the FMN dated 18 December 2025, slide 21.

383 ‘[8<]’ provided in an email to the CMA dated 20 January 2026.
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(c) firms that had previously reached out to ABF about a potential purchase of
AB;38 (d) an assessment of Endless’ internal documents that assessed potential
purchasers for Hovis;38% and (e) documents prepared by [¢<] to assess a potential
deal value for Hovis, that considered potential competing bidders for Hovis. 38

Sale of AB as a whole

4.221 We note that ABF was approached by a [<] firm in August 2024 about a potential
purchase of AB.38” This same firm had engaged in discussions with Endless
regarding a potential purchase of Hovis between October 2023 and August
2024 388

4.222 When we spoke to this third party, it told us that it was not interested in a purchase
of AB but rather approached ABF in order to assess if ABF was already in
conversations with Endless regarding the Merger, as this third party’s own
conversations with Endless were not progressing.3° Further, this third party told
us that its potential strategies for Hovis, which primarily involved leveraging Hovis’
brand into adjacent markets, would not be viable with a purchase of AB. It told us
that this strategy would require the Hovis brand which it considered was stronger
than Kingsmill, which was not a strong brand.3%° As such, this third party did not
consider raising funds for a potential purchase of AB.3%"

4.223 We note that through our outreach to potential purchasers, and other third parties,
we were consistently told that:

(a) plant bread, particularly in GB, was generally an unattractive market to enter
due to low margins, which had seen companies going into administration.3%?
As set out in our assessment of Limb 1 above, Jacksons (2023) and Roberts
(2025) were sold in a pre-packaged administration process;

(b) AB was known to be a loss-making business that might have been supported
by ABF out of sentimentality;3°3

384 FMN, paragraphs 24.75-24.78.

385 Endless internal document, Annex 449 to the FMN dated 18 December 2025, slides 8-9.

386 ABF internal document, Annex 200 to the FMN dated 18 December 2025, slides 7-8.

387 ABF did also receive speculative interest from another [$<] firm when the Merger was announced around potentially
wider ABF divestments. We have, however, confirmed with this third party that they are not interested in the AB business
(Third-party email to the CMA).

388 As well as contacting Morrisons with regards to purchasing the Rathbones bakery, a sales process it did not progress
with. Third-party call note.

389 Third-party call note.

390 Third-party call note.

391 Third-party call note.

392 Third-party call note; Third-party call note; and Third-party call note.

393 We note that AB was originally started by the current CEO of ABF’s family. Third-party call note; Third-party call note;
and Third-party call note.
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(c) Kingsmill is the weakest of the major plant bread brands and has been losing
volumes for a significant period of time;3%

(d) there are limited synergies of the AB assets to adjacent markets (in
particular, most morning goods can be distributed through an RDC model
due to their longer shelf-life, with a limited requirement for a DTS system);3%

(e) AB had focused on its declining core bread market unlike some plant bread
competitors that had instead expanded in growing markets such as morning
goods;3% and

(f)  due to limited returns, the level of investment required and the limited scope
to reduce costs further,3%” AB was unlikely to be appealing to a PE buyer.3%

When we asked potential strategic purchasers whether they would be interested if,
on a hypothetical basis, they had been approached by ABF regarding a potential
purchase of AB, none of these third parties indicated that they would be interested
in such an opportunity.39

Following our outreach, based on the structural challenges facing the industry and
the specific challenges facing AB, our view is that the most likely scenario absent
the Merger is one in which there would not have been an alternative less anti-
competitive purchaser for AB as a whole.

In the next section we assess whether there is likely to be an alternative purchaser
for parts of the AB business.

Sale of AB GB sites

During our outreach to third parties we note that, with the exception of the third
party noted above (see paragraph 4.221), no third parties expressed any interest
in making acquisitions in the plant bread market in GB.4%0:4%1 |n the case of the
third party discussed above, we note that the rationale for its interest in Hovis was

394 Third-party call note.

395 Third-party call note; Third-party call note; Third-party call note; and Third-party call note.

39 Third-party call note; and Third-party call note.

397 Third-party call note; and Third-party call note.

398 Third-party call note; and Third-party call note.

399 Third-party response to the CMA questionnaire dated 3 February 2026; Third-party responses to the CMA
questionnaire dated 29 January 2026; Third-party call note; Third-party call note; and Third-party call note. We reached
out to [¢<] but received no response.

400 Third-party call note; Third-Party call note; Third-party call note; Third-party response to the CMA questionnaire dated
3 February 2026; Third-party response to the CMA questionnaire dated 5 February 2026; Third-party responses to the
CMA'’s questionnaire dated 29 January 2026; and Third-party response to CMA’s questionnaire dated 25 February 2026.
401 The CMA was contacted by one third party in relation to AB’s West Bromwich site. The contact was made by this third
party in the context of it being a possible remedy taker. However, as the third party is not currently active in the supply of
plant bread and other bakery products to retail customers in GB, and the evidence indicates that it intends to use the
West Bromwich site to supply other customer types, we do not consider that it would operate the site in competition with
Hovis. Therefore, we do not discuss this third party as a possible alternative purchaser for the AB assets in the
remainder of this report (Third-party email to the CMA).
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to leverage the brand into other markets. Therefore, we have no evidence of any
interest in a partial sale of AB GB from this outreach.

Although no one expressed interest to us directly, we also considered, having
regard to AB’s assets and market wide factors, the attractiveness of acquiring only
part of the business to a potential purchaser. We also considered AB’s incentive to
pursue such a sale.

We first considered whether a likely purchaser would emerge for any of AB’s GB
sites. As noted above (paragraph 4.36(b)), to operate a nationwide DTS delivery
model profitably, sufficient scale is required in terms of plant bread volumes and
distribution and production facilities. We note that the Parties have been unable to
operate a DTS delivery model profitably, and an acquisition by another large
national supplier of plant bread with an existing DTS delivery model would likely
raise competition concerns. We consider that smaller players would be worse
placed than the Parties to operate a nationwide DTS delivery model profitably,
given their lack of scale. For these reasons, we consider it unlikely that there is a
less anti-competitive purchaser (ie when compared to the Merger) with sufficient
scale to be able to ‘bolt-on’ a collection of AB’s GB assets in a partial sale and
generate sufficient scale to operate them profitably on a DTS basis.*%2

Therefore, there is unlikely to be a potential purchaser of a sub-set of AB’s GB
assets that could continue to supply those GMs that require DTS distribution in GB
on AB’s exit.

As the vast majority of GB plant bread sales occur through GMs“% and over half of
all plant bread sales in GB are accounted for by GMs that require a nationwide
DTS delivery network, any alternative purchaser would not be able to service them
and hence replace the constraint that would be lost through the Merger in plant
bread.

We also do not consider that ABF would be incentivised to pursue a partial sale of
AB’s GB assets. Above we set out our view that ABF would be incentivised to
explore a sale of the whole of AB to a third party rather than liquidate the assets
for an alternative use given the negative liquidation value. This negative liquidation
value is driven in part by significant trading losses of £[¢<] million that would be
incurred in order to achieve a staged exit over [<], but that would be avoided
through the sale of the entire AB business. Absent these trading losses, liquidation

402 We note that even were AB combined with the next biggest GB competitor by market share, Jacksons, their combined
share of supply would still be significantly below Hovis who is not currently able to operate its business profitably. As Fine
Lady Bakeries has a larger share of supply than AB we do not consider it a less anti-competitive acquiror.

403 FMN, paragraph 25.
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would have a positive cash value of £[¢<] million“%* (plus any additional value
attributed [8<]).40°

ABF’s incentives to pursue a partial sale of AB’s GB assets rather than liquidate
the assets would therefore depend on the extent to which the purchaser of those
assets would be able to continue to serve ABF’s key customers, the GMs, and
hence avoid the need for ABF to incur these trading losses. For the reasons
above, we consider that a partial sale is unlikely to avoid these trading losses,
because any purchaser of a sub-set of AB’s assets would not have the scale to
continue to supply existing GM customers on a DTS basis. We therefore consider
that a partial sale of AB’s GB assets would be less financially attractive than
liquidation.

Therefore, in respect of a partial sale involving AB’s GB assets, our view is that
absent the Merger, there would not have been an alternative purchaser for AB’s
GB assets on the basis of:

(@) no third parties expressing any interest in such an acquisition during our
outreach;

(b) evidence indicating that alternative purchasers are likely to lack the scale to
serve GM customers requiring DTS through a ‘bolt-on’ acquisition of GB
assets (or a subset of those assets); and

(c) our analysis which shows that AB would likely be incentivised to liquidate
AB’s GB assets rather than seek a partial sale of these assets where any
purchaser cannot provide nationwide DTS distribution to GMs.

As such, our view is that the most likely scenario absent the Merger is one in
which there would not have been an alternative less anti-competitive purchaser for
AB GB (or a subset of its assets).

Sale of AB NI
We now set out our assessment of whether Limb 2 is met for AB NI.
We have structured our assessment as follows:

(a) ABF’s submissions on Limb 2 for AB NI (see paragraphs 4.238 to 4.241);

404 Being the £[¢<] million net cost of liquidation less the £[¢<] million trading losses in the model.

405 On a site-by-site basis CMA analysis of the individual site costs of liquidation shows that only potentially [¢<] bakery
sites ([¢<]) could have a negative liquidation value (whereby the net total of redundancy costs, [¢<]% Plant and
Machinery [8<] and Property value is negative). [¢<]. However, this would require any purchaser to employ existing staff
in such a way that ABF is not liable for redundancy payments.
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(b) Third-party submissions on Limb 2 for AB NI (see paragraphs 4.242 to
4.245);

(c) The AB NI Sales Process (see paragraphs 4.246 to 4.263); and

(d) Our assessment of Limb 2 for AB NI (see paragraphs 4.264 to 4.325).

ABF’s submissions on Limb 2 for AB NI

ABF submitted that AB NI operated as a business unit within AB which was
‘[<].496 However, it further submitted that [¢<] and [$<]. For example, it explained
that, while AB NI operated its own production and distribution capabilities, it made
products for GB customers and relied on AB’s GB operations for the supply of
certain other products as well as head office support.#%” While it acknowledged
that AB NI made a small profit, ABF submitted that this [¢<] given that this did not
include a share of [¢<]. In relation to Limb 2, ABF stated that it considered the AB
NI Sales Process as a proxy for Limb 2 and that, if no purchaser was forthcoming,
Limb 2 would be met.4%8

ABF submitted that the most likely counterfactual in NI is one in which AB would
have exited the market and there would not be an alternative less anti-competitive
purchaser willing to acquire AB NI at a price above liquidation value.#%%410 ABF
made further submissions on the costs and risks facing a potential buyer, and
provided information gathered from the ongoing AB NI Sales Process which, in its
view, demonstrates that the acquisition of AB NI would likely be an uneconomical
and risky transaction for a purchaser impacting the level of interest in AB NI and
the value of any offers received for it. In particular, ABF submitted that:

(@) The CMA’s assessment of AB NI’s profitability in the Interim Report did not
take proper account of central costs, and when these are appropriately
allocated AB NI is loss-making by approximately £[e<] million in FY2025.
Furthermore, feedback received from potential purchasers engaged in the AB
NI Sales Process provides evidence that potential purchasers have concerns
around AB NI's loss-making financial position.4!!

406 See ‘[6<] provided in an email dated 26 February 2026 from ABF ahead of a call with the CMA.
407 Parties’ response to the CMA ‘Areas of focus’ document, paragraph 3.31.

408 Parties’ response to CMA ‘Areas of Focus’ Document, paragraphs 2.14 and 3.33.

409 Parties’ response to the Interim Report, 17 April 2026, paragraph 2.4; and ABF MPH transcript, 21 April 2026,

page 76, lines 19-25.

410 The Parties also submitted that they agreed with the provisional conclusions in the Interim Report with regards to
Limbs 1 and 2 for GB, and Limb 1 for NI (see Parties’ response to the Interim Report, 17 April 2026, paragraph 1.1).
411 Parties’ response to the Interim Report, 17 April 2026, paragraphs 2.6-2.10; ABF MPH transcript, 21 April 2026,

page 72, lines 20-24; and ABF MPH presentation slides, 21 April 2026, slides 14-17 and 28.
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(b) Any synergies that can be achieved are insufficient to justify a purchase of
AB NI, even for other plant bread suppliers and third parties active in
adjacent markets.41?

(c) Material investment is required to return AB NI to profitability and evidence
from potential purchasers in the AB NI Sales Process indicates that they
would not be prepared to take the risk of funding such investment.#'3

(d) It would not be cost effective for a potential purchaser to supply into GB from
NI. ABF only does so because it is a UK-wide supplier and it helps to balance
its production between sites for operational reasons. The requirement for
DTS delivery in the GB market heightens this issue for Nl-based suppliers.4'4

(e) Wider aspects of the NI market make this an unattractive opportunity,
including: the decline in the plant bread market and consumers shifting into
other types of bakery goods;*'> higher input costs;*'® labour cost inflation;*'”
the competitiveness of the market, with a number of other brands already
present;*18 the presence of GB retailers which constrains prices;*'° and that
NI is an expensive place to service.*20

4.240 ABF further submitted that, in the counterfactual, even in the best-case scenario
the financial benefit to ABF of selling the business as compared to liquidating it
would be small, such that the potential financial upside from the sale would be
outweighed by the additional execution risk associated with pursuing such a sale.
Therefore, ABF submitted that it is more likely that ABF would have liquidated AB
NI than seek to sell.#?!

4.241 Following ABF’s receipt at the beginning of May 2026 of further non-binding offers
for AB NI from potential purchasers ([¢<], [¢<] and [¢<]), which were still subject to
varying degrees of due diligence, ABF submitted that:

(a) All the offers received, if accepted, would involve greater costs to ABF than
the costs of liquidating AB NI, which is evidence that Limb 2 of the exiting
firm framework is met for N|.422

412 Parties’ response to the Interim Report, 17 April 2026, paragraph 2.9; and ABF MPH transcript, 21 April 2026,
page 70, line 26 to page 71, line 20.

413 Parties’ response to the Interim Report, 17 April 2026, paragraph 2.10; and ABF MPH transcript, 21 April 2026,
page 73, line 4.

414 Parties’ response to the Interim Report, 17 April 2026, paragraph 2.11; and ABF MPH presentation slides, 21 April
2026, slide 18.

415 ABF MPH transcript, 21 April 2026, page 50, lines 7-12.

416 Parties’ response to the Interim Report, paragraph 2.6; and ABF MPH transcript, 21 April 2026, page 76, lines 15-16.
417 ABF MPH transcript, 21 April 2026, page 50, line 23 to page 51, line 2.

418 ABF MPH transcript, 21 April 2026, page 76, lines 7-18.

419 ABF MPH transcript, 21 April 2026, page 44, lines 23-24.

420 ABF MPH transcript, 21 April 2026, page 46, lines 6-12.

421 ABF MPH transcript, 21 April 2026, page 67, line 14 to page 69, line 20.

422 ABF’s follow-up submission relating to final offers, 12 May 2026, paragraphs 1.1-1.2.
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(b)

(c)

(d)

(e)

(f)

With regards to [<] offer, ABF submitted that the total cost to ABF if it were
to accept this would be at least £[¢<] million. Costs to ABF included retaining
ABF liabilities, separation and transaction costs, TSA costs, capex funding
requirements and a commitment to maintain the Basco basket requirements
of the potential purchaser for [¢<]. Other elements of [¢<] offer such as
volume and delisting protections could add further unquantified costs to

ABF 423

With regards to [<] offer, ABF submitted that the total cost to ABF if it were
to accept this would be at least £[¢<] million. Costs to ABF included retaining
ABEF liabilities, separation and transaction costs, TSA requirements, capex
funding requirements and a redundancy indemnification. ABF submitted that
there is also substantial risk that [¢<] would not be able to finance AB NI, as
evidenced by [<] offer to pay the £[<] million consideration over a three-
year period. In addition, this deferred payment would create a financial link
between ABF and [¢<] for the three-year duration.*?*

With regards to [<] offer, ABF submitted that the total cost to ABF if it were
to accept this would be at least £[¢<] million. Costs to ABF consist of
separation and transaction costs. Further, ABF submitted that [<] offer
lacked clarity and is still subject to red flag due diligence, which may give rise
to additional costs including working capital requirements, liability retention
and TSA requirements. While ABF acknowledged that the offer from [<] is
closer to the cost of liquidating AB NI than the other offers received, ABF
submitted that there are reasons to doubt the seriousness of this offer as it
was still subject to red flag due diligence over eight weeks, was received late,
and lacks significant detail despite [¢<] being a part of the AB NI Sales
Process since December 2025. ABF also submitted that this offer could yet
materially worsen and whether [¢<] is even prepared to proceed with a
transaction remains far from certain.2°

For all three offers, ABF also submitted that there are unquantified costs for
IT which may worsen the offers.*26

Finally, ABF submitted that the feedback the CMA has received from
potential purchasers, including in response to the Interim Report and ITCR,
demonstrated that it is more likely than not that there is no potential
purchaser for AB NI.4%7

423 ABF’s follow-up submission relating to final offers, 12 May 2026, paragraphs 1.1-1.2 and 2.1-2.2.

424 ABF’s follow-up submission relating to final offers, 12 May 2026, paragraphs 1.1-1.2 and 3.2-3.3.

425 ABF’s follow-up submission relating to final offers, 12 May 2026, paragraphs 1.1. 1.3-1.4 and 4.1-4.3.
426 ABF’s follow-up submission relating to final offers, 12 May 2026, paragraph 2.1, 3.2 and 4.2.

427 ABF’s follow-up submission relating to final offers, 12 May 2026, paragraphs 1.1-1.2 and 5.1.
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4.242

4.243

4.244

4.245

4.246

4.247

Third-party submissions on Limb 2 for AB NI

In response to the Supplementary Interim Report, one third party submitted that
the CMA has applied a rigid interpretation of Limb 2 in relation to AB NI. In its
view, as part of its Limb 2 assessment the CMA should have taken into account
the fact that any realistic transaction required a degree of purchaser support
(including transitional arrangements, retained liabilities, and investment funding),
which in its view is not unusual in carve-out situations.4?®

Three third parties submitted that they disagreed with our assessment of the
evidence from the AB NI Sales Process, which they submitted demonstrates that
there would be an alternative purchaser for the AB NI business in the
counterfactual and therefore Limb 2 is not met.42°

Of those third parties, one submitted that the CMA had wrongly assessed that
some benefits that AB NI derives from being part of AB would be at risk of being
lost on separation from AB GB, such as sales to GMs in NI and the commercial
viability for a purchaser of producing rolls, crumpets and muffins at the AB NI
plant.430

Another of those third parties submitted that the CMA should have taken extra
care when assessing bids under the AB NI Sales Process. In its view, the AB NI
Sales Process is not akin to a normal sales process because [<]; the seller and
its advisers did not try to negotiate better offers and obtain a higher price; and the
initial information provided to bidders did not include basic financial information. 43"

The AB NI Sales Process

ABF has been running the AB NI Sales Process in parallel to our investigation. In
this section we provide an overview of the AB NI Sales Process and our
assessment of the AB NI Sales Process, including what weight we can place on
the AB NI Sales Process for the purposes of assessing whether, absent the
Merger, there would have been an alternative less anti-competitive purchaser for
AB NI.

Overview of the AB NI Sales Process

ABF'’s financial advisers ([¢<]) put together a list of 15 potential purchasers.*3? This
list included a combination of bakery and plant bread suppliers that are active in

428 Innovest's response to the Supplementary Interim Report, 28 May 2026.

429 One of these third parties is an advisor to another of the third parties referenced here. Innovest'’s response to the
Supplementary Interim Report, 28 May 2026; Innovest adviser’s response to the Supplementary Interim Report, 28 May

2026; and Market participant B’s response to the Supplementary Interim Report, 1 June 2026.
430 Innovest adviser's response to the Supplementary Interim Report, 28 May 2026, paragraphs 14.1-14.3.

431 Market participant B’'s response to the Supplementary Interim Report, 1 June 2026, paragraph 5.6.

432 Third-party internal document, annex to ABF’s financial advisers response to the CMA’s section 109 notice dated
22 April 2026. Prior to this, in March 2024, [¢<] was approached by ABF in relation to a potential acquisition by [¢<] of
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the UK or ROI, and other international producers that may be interested in
entering the NI market.

4.248 In December 2025, ABF’s financial advisers contacted 14 of the potential
purchasers it had identified, providing a high-level overview of the opportunity to
gauge interest and offer further details.*33 One of the potential purchasers ([¢<]) on
the list was not contacted at this time, as it had already attended a site visit and
declined to make an offer.#3* More than half of those initially contacted did not
respond ([¢<] and [¢<]) or declined to participate in the AB NI Sales Process ([<],
[5<], [5<], [5<], [5<] and [$<]).435

4.249 Three other potential purchasers ([¢<], [¢<] and [¢<]) contacted by ABF’s financial
advisers in December 2025 signed non-disclosure agreements and received initial

marketing materials but subsequently declined to submit an indicative offer for AB
N|_436

4.250 The range of potential purchasers that either did not respond, or declined to
participate in the AB NI Sales Process (either before or after receiving the initial
marketing materials), included (i) well-resourced international bakery operators
that in principle could have used AB NI as an entry point into the NI bakery market,
(i) existing UK bakery competitors to AB and Hovis that in principle could have
expanded in, or entered into, NI through an acquisition of AB NI, and (iii) ROI
competitors that in principle could have expanded into NI through an acquisition of
AB NI.

4.251 For those potential purchasers that declined to participate in the NI Sales Process
and explained to ABF and its financial advisers why, their reasons included:

(a) They saw either limited or no synergies between their business and AB NI.4%7

(b) The acquisition was not a strategic or commercial fit.438

AB NI. As part of this [¢<] signed a non-disclosure agreement, and attended a site visit in May 2025, but declined to
make an offer for AB NI. [¢<] did not consider that the AB NI assets were new enough, and [¢<] did not need
manufacturing operations in NI at that time. FMN, paragraphs 24.79-24.83; ABF MPH transcript, 21 April 2026, page 12,
line 18 to page 13, line 8; and ABF MPH presentation slides, 21 April 2026, slides 4-5.

433 Third-party internal document, annex to ABF’s financial advisers response to the CMA’s section 109 notice dated

22 April 2026. As noted at footnote 432, [¢<]had already been approached by ABF and declined to make an offer for AB
NI (Parties’ response to the Interim Report, 17 April 2026, paragraph 2.17).

434 See footnote 432 above for further details.

435 We, however, were able to confirm that [8<] did not wish to purchase AB NI. See CMA, Interim Report, 26 March
2026, paragraph 6.199. Third-party internal documents, annexes to ABF’s financial advisers response to the CMA'’s
section 109 notice dated 22 April 2026.

436 Third-party internal documents, annexes to ABF’s financial advisers response to the CMA’s section 109 notice dated
22 April 2026.

437 Third-party internal documents, annexes to ABF’s financial advisers response to the CMA'’s section 109 Notice dated
22 April 2026; and Third-party response to the CMA’s RFI dated 5 February 2026.

438 Third-party internal documents, annexes to ABF’s financial advisers response to the CMA’s section 109 Notice dated
22 April 2026.
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(c) The acquisition of AB NI was economically unviable due to lack of
profitability.43°

4.252 Only three ([<], [¢<] and [<]) of the 14 potential purchasers initially contacted by
ABF’s financial advisers made an indicative offer for AB NI.44? Since the
publication of our Interim Report, one of these potential purchasers ([<]) has
withdrawn from the AB NI Sales Process.*4

4.253 Following publication of our Interim Report and our ITCR, three additional third
parties ([¢<], [¢<] and [¢<]) approached ABF about the AB NI Sales Process.*4?
One of these potential purchasers ([¢<]) subsequently declined to make an
indicative offer for AB NI.#43 This potential purchaser did not attend a site visit prior
to withdrawing.

4.254 The four remaining potential purchasers ([¢<], [¢<], [¢<] and [¢<]) that have taken
part in the process, whether initially contacted by ABF’s financial advisers or
having approached ABF following publication of our Interim Report and ITCR,
have attended site visits and obtained access to additional information on AB NI
via a virtual data room.##444% Following the site visit and access to the data room,
all four made non-binding offers for AB NI.#46 As discussed further below in
paragraphs 4.301 to 4.325, in the case of three of these offers, the overall
consideration offered was negative (ie there would be a net cost to ABF of
accepting the offer) and the cost is materially higher than that of liquidating AB NI.
While the relation between the value of the remaining offer and the liquidation
value is more finely balanced, we consider there is material uncertainty about
whether any offer would be made on those or similar terms and whether any such
offer would result in a sale in the counterfactual.

439 Third-party call note.

440 Third-party internal documents, annexes to ABF’s financial advisers response to the CMA’s section 109 notice dated
22 April 2026. As noted in paragraph 4.303 below, one of these potential purchasers ([¢<]) did not engage further after
making an initial offer but chose to re-engage in the process after publication of our ITCR. Similarly, as noted in
paragraphs 4.314 and 4.315 below, the other potential purchaser ([¢<]) stepped away from the process after attending a
site visit, but later re-engaged in the process, submitting that it never intended to withdraw and this was the result of a
miscommunication.

441 Third-party internal document, annex to ABF’s financial advisers response to the CMA’s section 109 notice dated

22 April 2026.

442 Third-party internal documents, annexes to ABF’s financial advisers response to the CMA’s section 109 notice dated
22 April 2026; and ABF internal document, annex ABF007678 to ABF email to the CMA, 29 April 2026.

443 [3<] decided to withdraw from the sales process, as ABF’s flour mill in NI was not available for purchase (Third-party
internal document, annex to ABF’s financial advisers response to the CMA'’s section 109 notice dated 22 April 2026).
444 Third-party internal documents, annexes to ABF’s financial advisers response to the CMA’s section 109 notice dated
22 April 2026; Third-party call note; Third-party call note; ABF internal document, Annex ABF007726 to ABF’s response
to the CMA’s section 109 notice dated 20 April 2026; ABF MPH transcript, 21 April 2026, page 42, lines 8-10 and page
43, lines 10-12; ABF email to the CMA, dated 27 April 2026; and ABF email to the CMA, dated 1 May 2026.

445 [8<] provided an indicative offer via email on 15 January 2026 and then chose to step away from the process. On

10 April 2026, following publication of the ITCR, [¢<] contacted ABF’s financial advisers, and reengaged in the AB NI
Sales Process (Third-party internal documents, annexes to ABF’s financial advisers response to the CMA'’s section 109
Notice dated 22 April 2026; and Third-party call note).

446 Third-party internal document, annex ROT000865 to ABF’s financial advisers response to the CMA'’s section 109
notice dated 22 April 2026; and ABF internal documents, annexes to ABF’s email to the CMA dated 11 May 2026.
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4.256

4.257

4.258

4.259

4.260

Our assessment of the AB NI Sales Process

In response to the Supplementary Interim Report, as outlined in paragraphs 4.243
to 4.245, three third parties raised concerns with the CMA’s apparent reliance on
the AB NI Sales Process. All disagreed with our assessment that there would not
have been an alternative purchaser for the AB NI business in the counterfactual,
and therefore all considered that Limb 2 is not met.#4’

We have considered carefully what weight we can place on the AB NI Sales
Process for the purposes of assessing whether, absent the Merger, there would
have been an alternative less anti-competitive purchaser for AB NI.

We note that ABF may have mixed incentives to find a potential purchaser through
the AB NI Sales Process, since ABF submitted that Limb 2 of the exiting firm
scenario is met in relation to NI, and that it would seek to rely on the failure of the
AB NI Sales Process to identify a purchaser as evidence that Limb 2 is met.*4® We
also note that our investigation, and in particular the publication of our Interim
Report (setting out our provisional finding in relation to NI) and ITCR tabling a
potential divestiture remedy in NI may have incentivised potential purchasers to
come forward and engage with the AB NI Sales Process in the expectation that
ABF would be required to divest AB NI. Our assessment takes account of these
possible incentives of the various parties involved in the AB NI Sales Process and
the extent to which this may affect our assessment of the counterfactual.

Our assessment of the AB NI Sales Process draws on a wide range of evidence,
including detailed correspondence exchanged between ABF’s financial advisers
and all the potential purchasers, as well as the information provided to bidders
(including the information disclosed in the virtual data room) and calls with
potential purchasers.

We consider that, in theory, there may be a subset of potential purchasers for
whom AB NI may represent an attractive strategic opportunity, namely ROl based
producers looking to enter or expand in the NI market.44°

The initial list of 14 potential purchasers contacted by ABF’s financial advisers
included all such potential purchasers, so we do not consider that the list contains
any material omissions. We also note that the Merger has been well publicised
during our investigation and additional potential purchasers could have identified
that the AB NI Sales Process is ongoing, as evidenced by the fact that other

447 Innovest’s response to the Supplementary Interim Report, 28 May 2026; Innovest adviser’s response to the

Supplementary Interim Report, 28 May 2026; and Market participant B’'s response to the Supplementary Interim Report,

1 June 2026.
448 Parties’ response to the ‘Areas of focus’ document, 29 January 2026, paragraphs 2.14 and 3.33.

449 For example, one third party noted that for ROl suppliers trying to supply into NI the ‘hurdles are significant’ (Third-
party response to the CMA questionnaire dated 23 January 2026). Less than half of customers also said that ROI
suppliers are weaker in NI (Third-party responses to the CMA questionnaire dated 19 November 2025).
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4.261

4.262

4.263

4.264

potential purchasers approached ABF and its financial advisers following
publication of our Interim Report and ITCR.*%0 In our view, additional potential
purchasers therefore already had an opportunity to come forward if they were
interested and have not done so. Moreover, even if there were any such
purchasers, for the reasons set out at paragraph 4.330 below, we consider it
unlikely that they would value the AB NI business materially differently to those
who have engaged in the AB NI Sales Process.

As part of our investigation, we heard from potential purchasers that the sales
materials prepared for the AB NI Sales Process were limited, for example they did
not include a standalone profit and loss account for AB NI, nor did they contain
separate financial projections specific to AB NI.#5" We also note that ABF’s
financial advisers for the Merger are the same as those that conducted the AB NI
Sales Process, which may have affected their incentives to market AB NI relative
to the efforts that would be made in the counterfactual. However, potential
purchasers (including some that said the sales materials were limited) also
indicated that ABF and its financial advisers had been responsive to requests for
additional information and had provided further material where available, and this
is supported by the internal documents (including emails) that we have seen.452:453

Finally, as detailed below, a key factor in the decision of potential purchasers on
whether they proceeded with the AB NI Sales Process or their valuation of AB NI
was their assessment that AB NI is loss-making, which they were able to make
notwithstanding any limitations in the process. Given this, we consider it unlikely
that any changes to the process would have had a material impact on potential
purchasers’ levels of interest in participating in the AB NI Sales Process or the
offers made.

Our view is therefore that the AB NI Sales Process is unlikely to be an exact proxy
for the situation absent the Merger. However, we consider that it has provided
relevant evidence regarding the attractiveness of AB NI to potential purchasers,
and the terms of potential offers they would be willing to make to ABF for AB NI.

Our assessment of Limb 2 for AB NI
In this section, we assess the evidence received under the following headings:

(@) ABF’s incentives to sell AB NI (see paragraphs 4.265 to 4.274);

450 Third-party internal documents, annexes to ABF’s financial advisers response to the CMA’s section 109 notice dated
22 April 2026; and ABF internal document, Annex ABF007678 to ABF’s response to the CMA’s section 109 notice dated
20 April 2026.

451 Third-party call note; Third-party call note; and Third-party call note.

452 Third-party call note; and Third-party call note.

453 See for instance, Third-party internal documents, annexes to ABF’s financial advisers response to the CMA’s

section 109 Notice dated 22 April 2026.
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(b) The financial performance of AB NI (see paragraphs 4.275 to 4.296);

(c) Third-party views on the attractiveness of AB NI (see paragraphs 4.297 to
4.325); and

(d) Conclusion on Limb 2 for AB NI (see paragraphs 4.326 to 4.332).

ABF’s incentives to sell AB NI

4.265 When considering Limb 2 for AB NI, we consider the value of the offers made for
the business, alongside other factors such as the overall profitability of the
business, and have therefore considered whether potential purchasers may
require support. In line with the approach set out in our guidelines explained
above, in our assessment of Limb 2 we consider whether there was a purchaser
willing to acquire AB NI at any price above liquidation value.*®* We have therefore
considered whether there would be a purchaser willing to acquire AB NI at a cost
to ABF lower than the cost of liquidating the business.

4.266 As set out above (see paragraph 4.208(b)(i)), the liquidation model prepared
internally by ABF and presented to the ABF board (the Board Model) includes
‘bottom-up’ estimates of redundancy costs,*>® contract exit costs calculated with
reference to actual contract exit costs in early 2025, property asset valuations
provided by a third party, [¢<], and information taken from ABFs accounting
system.*%” The model also shows an estimate of the net book value of [§<].4%8.45°

4.267 Our analysis of this information shows that there would be a financial cost to ABF
of liquidating AB NI. Using the Board Model which relies on a combination of
contemporaneous third-party estimates, internal accounting information, bottom-up
estimates and contractual exit costs, as a basis, with an adjustment by the CMA to
reflect the AB machinery#®° that could be used in [$<] (see paragraph 4.208
above), we calculate the net costs of liquidating AB NI to be £[5<] million.*¢" As

454 CMA129, paragraph 3.30.

455 Parties’ response to the CMA’s RF| dated 9 December 2025, question (1b).

456 Parties’ response to the CMA’s RFI dated 9 December 2025, question (1b).

457 Parties’ response to the CMA’s RF| dated 9 December 2025, question (1b). This model produced an estimate of the
liquidation value of AB UK for the ABF board. To arrive at the UK figure, within the more detailed calculations the
relevant costs and the income from asset sales relating to liquidating AB NI were included. CMA calculations based on
ABF internal document, Annex ABF006781 to ABF’s response to the CMA’s s109 Notice dated 1 October 2025.

458 The Fixed Asset Register for AB NI was provided at Annex ABF007566 in ABF’s response to the CMA'’s section 109
notice dated 20 April 2026, question 1.

459 Parties’ response to the CMA’s RF| dated 9 December 2025, paragraph 1.6.6.

460 See footnote 46 on page 15 of the ‘Technical Annex’ provided as part of Annex 0002 to the FMN of 18 December
2025. See also Parties’ internal document, Annex 122 to the Parties’ response to the CMA’s RFI dated 9 October 2025.
461 CMA calculations based on ABF internal document, Annex ABF006781 to ABF’s response to the CMA’s s109 Notice
dated 1 October 2025. This is the net amount of redundancy costs, contract exit costs, and the property value of the
sites. We note that in the Interim Report and Supplementary Interim Report, we had calculated the net cost of liquidation
to be £[¢<] million. The revised figure of £[¢<] million includes the addition of the £[¢<] million NBV of AB NI's vehicles
and the removal of £[¢<] million of the NBV of Plant and Machinery we originally estimated would be transferred to [<]
on the liquidation of AB NI. As stated above, we now understand that due to the age of AB NI's machinery none of this
equipment is suitable to be transferred to [¢<]. Therefore, we have removed the value previously attributed to this. As
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part of this calculation, we have included £[s<] million within AB NI’s Net Book
Value (NBV) of plant and machinery which relates to vehicles that the Parties told
us could be sold on the second-hand market.46? We have not included any value
for the remaining plant and machinery as our understanding is that this has limited
value due to its age. AB explained that it would not utilise any of the Belfast plant
and machinery in its [¢<] operations due to the age of the machinery (which dates
from [$<]) and could not use any of the parts for spares.*63 In respect of selling this
machinery for scrap, ABF explained that AB’s historical experience of selling
machinery components for scrap is that the value received is equivalent to the cost
of dismantling the plant and machinery.#%* Hence, our expectation is that no
significant additional value would be received from this.

4.268 The liquidation value (in this case a net cost associated with liquidation) is
therefore based on ABF’s internal documents, but has been adjusted by the CMA
using information provided by ABF to reflect the likely value of AB NI's plant and
machinery on liquidation. In response to our Interim Report, the Parties submitted
that the liquidation cost set out in the Interim Report was similar to their own
estimate of the liquidation cost for AB NI.#65 While similar, we note that the
liquidation cost estimated by the Parties is lower than the cost estimated by the
CMA 466

4.269 In response to the Supplementary Interim Report, as set out in paragraph 4.272,
one third party submitted that the CMA'’s liquidation valuation relies largely on
materials prepared by the Parties while the Merger was already in contemplation
to support the exiting firm scenario, without sufficient independent verification, and
it may understate asset values by excluding intellectual property and brand value,
adopting conservative property valuations, and accepting the Parties’ estimates of
costs and risks without adequate scrutiny.46”

4.270 Any liquidation value has inherent uncertainty as it is subject to assumptions and
sensitivities, including the valuation of assets and liabilities, discount rates and the
time frame over which it is calculated. For example, it is difficult to estimate how
much value can be recovered from assets and how the business will be wound
down when it is under financial distress or being sold quickly at reduced prices. As
set out in paragraph 4.208, we assessed three potential models produced by or for
ABF, to analyse the liquidation value. As the [¢<] Model was not produced for the

with previous calculations of AB NI's liquidation cost, we note that this excludes any trading profits or losses from a
staged withdrawal as these have not been allocated to the individual sites.

462 ABF response to the CMA’s RFI dated 21 May 2026, paragraphs 1.3 and 1.4.

463 Annex 122 to the Parties’ response to the CMA's RF| dated 24 September 2025, Annex 122.

464 Annex 002 to the FMN dated 18 of December 2025, page 15.

465 Parties’ response to the Interim Report, 17 April 2026, paragraph 2.3. As noted above at footnote 461, the liquidation
cost estimated by the CMA has changed from a cost of £[¢<] million to £[<] million, following the review of additional
information.

466 ABF estimated the cost of liquidating AB NI to be around £[¢<] million (ABF response to the CMA’s RFI dated 21 May
2026, paragraphs 2.1-2. and Table 1).

467 Market participant B’s response to the Supplementary Interim Report, 1 June 2026.
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purposes of internal decision-making within ABF, but rather for the CMA’s review,
it is not discussed further here. We rejected the [¢<] Model in favour of the Board
Model on the basis that the underlying figures in the Board Model were a
combination of contemporaneous third-party valuations, internal accounting
records, and bottom-up cost estimates. In addition, to estimate the liquidation
value in NI, we used underlying figures from the Board Model, and made
adjustments to them, rather than take an estimate calculated by the Parties. Our
figure for the cost of liquidation is 30% higher than the Parties’ and is therefore a
more conservative estimate than ABF’s own estimate. Furthermore, we consider
that there are no more reliable figures that are readily available and the
assumptions made by ABF in the Board Model were reasonable.

One third party stated that one of the estimates of liquidation costs that the Parties’
advisers prepared was based on cashflows which is the basis used in the [<X]
Model, but that this can inflate the total asset valuation by some millions. However,
as stated by this third party, this model was rejected by the CMA.48 This third
party also stated that the property valuation was not on a current use basis, where
the site would continue to be used as a bakery.*%°® The concept of a liquidation
value is what is the fair value that could be achieved in a liquidation scenario,
which may be different from the value that could be achieved on a current use
basis. We therefore consider ABF’s approach to the property valuation to be
correct.

We also note that this third party cited intellectual property and brand value as
additional items that should have been included in the liquidation value.*’® These
can be seen as intangible assets,*”! which are items typically not included in a
liquidation calculation.#’? Nevertheless, to the extent these were included, they
would increase the value of liquidation to ABF, costing ABF less to liquidate AB NI
than we have estimated. All else equal, this means any offer for AB NI would need
to be higher, to be above the estimated liquidation value.

The Parties further submitted that there are additional costs and risks involved in
selling AB NI, such as separating it into a standalone business and transaction
costs, including the costs of financial advisers and legal costs (see

paragraph 4.241 above).#’3 However, we note that there may also be additional
costs and risks associated with liquidation which are not factored into the model

468 Market participant B's response to the Supplementary Interim Report, 1 June 2026, paragraph 5.17.

469 Market participant B's response to the Supplementary Interim Report, 1 June 2026, paragraph 5.24. Current use

basis refers to valuing a property in line with its present use, ie in this case an operational bakery.
470 Market participant B’s response to the Supplementary Interim Report, 1 June 2026, paragraph 5.24.

471 An intangible asset is an identifiable non-monetary asset without physical substance, IFRS - IAS 38 Intangible Assets.
Brands and intellectual property, if generated internally by a business, are generally not valued or measured in a
company’s accounts.

472 This is because generally, if a business is being liquidated, it is not considered to be a ‘going concern’ (ie it and its
brands are not generally expected to continue operating). The value of items such as brands and intellectual property are
therefore less likely to be realised.

473 Parties’ response to the Interim Report, 17 April 2026, Annex 251, paragraph 4.1.
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prepared by ABF. While liquidation is likely to also involve some additional costs
that have not been factored into our estimate of the liquidation value, we consider
these are likely to be lower than the costs of a sale, and that a sale may involve
some additional risks.*47*

Our view is therefore that ABF would only be likely to sell AB NI in the
counterfactual if the net sale value once some additional costs and risks are taken
into account was above the estimated £[<] million liquidation cost as set out in
paragraph 4.267.

The financial performance of AB NI

In this section we assess the financial performance of AB’s NI operations. This
includes our assessment of the:

(a) Profitability of AB’s NI operations according to AB’s management accounts
when adjusted for central costs (see paragraphs 4.276 to 4.278);

(b) Allocation of central costs (see paragraphs 4.279 to 4.283);
(c) Loss of AB specific synergies (see paragraphs 4.284 to 4.291);
(d) AB NI investment requirements (see paragraphs 4.292 and 4.293); and

(e) Further risks to the financial performance of AB NI (see paragraphs 4.294 to
4.296).

e Profitability of AB NI in AB’s Management accounts

Consistent with the analysis set out in our Interim Report*’® and Supplementary
Interim Report,*”® Table 4.2 above shows that AB NI is profitable excluding central
costs in FY2025.

In response to the Supplementary Interim Report, one third party submitted that
the CMA reached a different view on the profitability of AB NI in the Interim Report
and the Supplementary Interim Report.4”” Our view that AB NI is profitable
excluding central costs remained and remains unchanged. However, following
additional evidence gathering after the publication of our Interim Report, we were
able to test the impact of the allocation of central costs, which is set out further in
the section below.

474 A sale of a business requires identifying buyers, running a process, engaging in extensive due diligence, negotiating
terms, and often engaging multiple bidders and carries execution risk.

475 CMA, Interim Report, 26 March 2026, paragraph 6.220(a).

476 CMA, Supplementary Interim Report, 21 May 2026, paragraph 2.40.

477 Market participant B's response to the Supplementary Interim Report, 1 June 2026, paragraphs 5.21-5.22.
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As set out further below, consistent with submissions made by the Parties, a
number of third parties*’® indicated that when these figures are adjusted for
additional costs that are not included in the management accounts, the business is
likely to be loss-making.

e Allocation of central costs

The financial performance of AB NI as per Table 4.2 above does not include an
allocation of central costs for services provided by the wider ABF group to AB NI.
In response to our Interim Report, the Parties provided further detail on the costs
of the relevant services, which include customer credit checks, order inputting,
demand planning, invoicing, payment processing, HR services including payroll,
supplier management and vehicle management.4’® The Parties also submitted that
as the costs of providing these services are recorded centrally in AB, there is no
share of these costs reflected in the ‘AB Belfast Profit and Loss’ reports.*8°

The Parties have calculated that AB NI's share of AB’s central costs for these
services would have been approximately £[s<] million in FY2025, based on
allocating a share of the total costs in proportion to AB NI's sales volumes relative
to the total sales volumes of AB.4®! The Parties submitted that taking account of
these costs would result in AB NI making a loss of approximately £[s<] million on
an EBIT basis for FY2025.

Whilst we accept that AB NI receives significant central support, and this comes at
a cost not accounted for in the AB NI management accounts, ABF’s estimate may
not be reflective of the actual cost of providing such services. We consider a more
accurate way of estimating the cost would be based on the incremental cost of
providing central services. Moreover, ABF’s estimate may not provide an accurate
picture of the costs to a prospective purchaser of providing these central services,
given a purchaser may be able to leverage some of its existing infrastructure to
provide central services and may have a different cost structure to ABF.482

However, while in principle potential purchasers may be able to leverage existing
infrastructure to provide the central services required to operate AB NI, the third-
party evidence we have received demonstrates that potential purchasers would
likely need to invest in their central service capacity and/or incur substantial
migration costs to provide these services to AB NI. For example:

478 See Third-party call note; Third-party call note; and Third-party call note.

479 Parties’ response to the Interim Report, 17 April 2026, Annex 251, paragraph 2.2.

480 Costs are said to be recorded centrally at AB UK level. Parties’ response to the Interim Report, 17 April 2026,
Annex 251, paragraph 2.2.

481 Parties’ response to the Interim Report, 17 April 2026, Annex 251, paragraph 2.3 and Table 1.

482 ABF noted that a third party who is not a public limited company (and therefore does not have the same reporting
requirements as ABF) may be able to provide some of these services at lower cost (ABF MPH presentation slides,
21 April 2026, slide 16).
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(@) One third party told us that it would need to invest and would need additional
resource to incorporate the AB NI business, as it currently has little spare
capacity in its central services.483

(b) One third party noted that while it already has the requisite capacity to
provide the central services required to operate AB NI, it estimated that the
cost of migrating the business to its IT system could be in the range of a six-
figure sum. 48

(c) One third party explained that providing the central services required to
operate AB NI would require incremental costs and one-off migration costs,
and that changing the IT system could cost hundreds of thousands of pounds
and give rise to execution risk, as changing IT systems always runs over
budget and is always difficult.#85

(d) One third party, which does not currently have its own central services,
estimated that it would cost between £0.7 million and £0.8 million to provide
these services.*86

Based on the evidence set out above, which includes evidence from third parties
that have conducted due diligence on AB NI, our view is that a potential purchaser
would likely have to incur additional costs to provide the central services required
to operate AB NI. Whilst it is difficult to quantify the precise additional cost
associated with providing these services, as this will depend on the existing
infrastructure, spare capacity and cost structure of the potential purchaser, given
that the forecast profit before accounting for central costs for FY2026 is only £[¢<]
million (see Table 4.2 above), any additional costs would need to be low if the
business is to remain profitable once these costs are accounted for. We note that
were any potential purchaser to incur even half the £[<] million cost estimated by
the Parties, this would make AB NI loss-making.

e Loss of AB specific synergies

We have identified further benefits which AB NI derives from being part of AB
which would be at risk of being lost on separation from AB GB, whether as a result
of the AB NI business being sold to an alternative purchaser, or in the
counterfactual where, as set out above, AB’s GB business would exit the market.
This would make it more difficult for potential purchasers to run the AB NI business
profitably. These benefits are:

483 Third-party call note.
484 Third-party call note.
485 Third-party call note.
486 Third-party call note. This estimate of overhead costs excluded sales and marketing costs.
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(@) Revenues from the sale of products to GB, and revenues from distributing
products manufactured in GB in the island of Ireland.

(b) Sales to GMs in NI where the relevant contracts are negotiated centrally by
AB on a UK-wide basis.

The Parties submitted that AB GB needs to supply AB NI with crumpets, muffins
and rolls from GB, as these products are not produced by AB NI.48” The Parties
submitted that it would not be commercially viable to produce these products
locally, given the scale of the NI market, as any production facilities in NI would
only run at a fraction of their total capacity. The Parties also submitted that, as the
containers for these products need to be returned to GB, it is then cost effective to
fill them with products manufactured in NI for sale in GB.#38 One third party
disagreed that these benefits would necessarily be lost if AB NI was separated
from GB (see paragraph 4.244).48°

As set out above, we consider that absent the Merger, ABF would exit the market
in GB and there would not be an alternative purchaser for the GB business.
Therefore, in the counterfactual, a potential purchaser of AB NI would lose the
benefit of AB sales from AB NI into AB GB, and vice versa, as the AB GB business
would no longer be operating. In FY2025, sales from AB GB to AB NI accounted
for £[8<] million**° (or approximately [10-20]%) of AB NI’s total revenue, and sales
from AB NI to GB accounted for [5-10]% of AB NI's total output.#®’ While the
majority of revenue generated in NI is accounted for by products manufactured
and sold in NI, evidence shows that the AB business is characterised by high fixed
costs, such that even small reductions in volumes could have a significant impact
on profitability.4%?

Some potential purchasers have raised the potential loss of volumes between GB
and NI as a transaction risk. We note that some of these potential purchasers are
considering this issue in the context of a scenario where they would be competing
with the Merged Entity after they have purchased AB NI, rather than in a

counterfactual in which AB GB has exited the market. However, we consider their
views to be informative of the possible impact of the loss of AB specific synergies.

For example:

487 Parties’ response to the Interim Report, 17 April 2026, paragraph 2.11.

488 Parties’ response to the Interim Report, 17 April 2026, paragraph 2.11.

489 Innovest adviser's response to the Supplementary Interim Report, 28 May 2026, paragraph 14.1.

490 ABF updated Phase 2 Remedies Form, 7 May 2026, paragraph 4.6.

491 ABF updated Phase 2 Remedies Form, 7 May 2026, paragraph 11.4.

492 AB has a high fixed cost base, through operating its production facilities and its nationwide logistics capability required
to deliver plant bread DTS, as stipulated by some GMs. FMN, paragraphs 14.88, 14.95 and 18.78. Third-party call note.
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(@) One third party explained that as bakeries have a large fixed-cost base,
volumes are key to profitability. It further explained that it had concerns as
there was no guarantee that volumes into and out of GB would continue.*%3

(b) One third party noted the importance of retaining volumes in the business,
and that it would require that specific UK volumes supplied from AB NI be
retained post transaction. It also explained that it would require full
transparency over the current customer list and whether any pricing
mechanisms could be overridden at a group level in a way that would
disadvantage the AB NI business.*%

(c) One third party noted that the loss of these sales would further impact the
economic viability of the business, meaning this would reduce profitability
further.49°

There is also a risk that there could be a loss of synergies from UK-wide contracts
negotiated by AB centrally for the whole of the UK. The Parties submitted that,
while there is some variation in how GMs negotiate contracts for NI, a number of
GMs rely on central agreements negotiated for the whole of the UK and only
source NI-specific products (such as soda and potato farls) locally.#?® This is
consistent with evidence from third parties, who for example noted that UK GMs
apply national planograms to NI, which can disadvantage Irish-based suppliers.®”
As GMs in NI account for [30-40]% of AB NI's total revenue in FY2025,4% the
potential loss of any GM contracts could have a material impact on the financial
performance of AB NI. In the counterfactual, where AB GB would exit, GMs could
seek another UK-wide supplier who would supply these GM stores in NI.

In addition, the Parties submitted that in FY2025 AB NI generated approximately
£[<] million of revenue by distributing third-party products in NI that are
manufactured in GB and distributed on a UK-wide basis by AB. They submitted
that as the distribution of these products relies on both AB’s GB and NI distribution
networks, these revenues are likely to be at risk.4%® We note that where third
parties require a UK-wide solution, or AB GB’s logistics are necessary to distribute
these products in NI, it may not be possible for AB NI to continue to distribute
these products in a counterfactual scenario in which AB GB has exited the market
(such that the AB GB distribution network will no longer be available).

Finally, we also note that there may be other synergies available to AB NI from
being part of AB or the wider ABF group that may not be available to some

493 Third-party call note.

494 Third-party call note.

495 Third-party call note.

496 ABF MPH presentation slides, 21 April 2026, slide 21.

497 Third-party call note; and Third-party call note.

498 ABF internal document, annex to ABF email to the CMA dated 23 December 2025, slide 7.
499 ABF updated Phase 2 Remedies Form, 7 May 2026, paragraph 16.2.
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potential purchasers that are not part of a wider corporate group. For example,
one third party told us that AB NI was likely to benefit from site insurance being
procured as a group policy on a UK-wide basis by AB.5%

e AB NI investment requirements

In addition to the above, evidence from third parties shows that there is likely to be
a material investment outlay for any potential purchaser.

Most potential purchasers that inspected the AB NI site were of the view that
significant investment would be required in the business. This includes costs to
replace equipment, the van fleet and the roof at one site. Estimates varied but third
parties indicated that replacing each oven would cost approximately £[s<] million
per oven,®' replacing the roof would cost approximately £[<] million,%%? and
replacing the fleet would cost approximately £[$<] million.503

e Further risks to the financial performance of AB NI

As set out in paragraph 4.32, one of the factors affecting AB’s profitability has
been significant cost increases which have only been partially passed on to
customers, or been passed on with a delay. Following the Interim Report, the
Parties submitted that there are likely to be further cost pressures in the immediate
future, particularly rising energy costs due to the conflict in the Middle East. The
Parties have estimated that this will result in additional annual costs of £[¢<] million
to the AB NI business (based on energy prices in April 2026).504

We note that these issues are likely to affect many businesses, and in some cases
may be temporary.

However, to the extent AB NI is unable to pass increasing costs on to its
customers this is likely to impact its profitability, and this was recognised by third
parties. For example, two potential purchasers noted the potential risk from
increased costs. One of these made an adjustment to the forecasted profit in
FY2026 to account for increased wage agreements.>%® The other noted that there
is scope for fuel and energy costs to increase and that historically there had been
a difficulty in passing these cost increases on to customers.%%

500 Third-party call note.

501 Third-party call note.

502 Third-party call note.

503 Third-party call note.

504 ABF MPH presentation slides, 21 April 2026, slide 14.

505 ABF internal document, annex to ABF email to the CMA, 11 May 2026, paragraph 3.
506 Third-party call note.
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Third-party views on the attractiveness of AB NI

4.297 This section outlines the evidence we have received from potential purchasers
about the attractiveness of AB NI.

4.298 This section is structured as follows:

(a) Potential purchasers’ assessment of AB NI (see paragraphs 4.299 and
4.300); and

(b) An overview of the offers made for AB NI (see paragraphs 4.301 and 4.325).

e Potential purchasers’ assessment of AB NI

4.299 We have received evidence from the potential purchasers that have engaged with
the AB NI Sales Process. This evidence highlights several factors which are
consistent with the Parties’ submission that AB NI is not attractive to potential
purchasers. In particular, the evidence shows that:

(@) The plant bread market in NI is characterised by overcapacity and low profit
margins that limit its attractiveness.50”

(b) AB NI is viewed as a loss-making business that requires considerable
investment. As explained at paragraph 4.293 above, potential purchasers
told us that material capital investment would be required for both AB NI's
distribution fleet and production facilities, which they considered to be old and
in need of replacement.

(c) Separating the central functions of AB NI from ABF and incorporating them
into any potential purchaser’s systems is likely to require material time and
investment, which would add further risk and cost to any potential purchaser,
as explained at paragraph 4.282 above.58

(d) Given the AB NI business is likely to be loss-making and requires significant
investment, any potential purchaser would have to generate significant
synergies to run the business profitably and offset the cost of this investment
and/or require some form of subsidy from ABF to offset the impact of this (for
example the requirement in the [¢<] and [<] offers to exclude trade creditors
(paragraphs 4.303(b) and 4.309(b) below), and the requirement from [s<] for
ABF to fund investment in the site and operational losses for [¢<] (paragraph
4.324)).

507 Third-party call note; and Market participant’s response to the ITCR, 17 April 2026.
508 Third-party call note; Third-party call note; and Third-party call note.
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4.300 The majority of the potential purchasers that ABF’s financial advisers contacted
either failed to respond or declined to take part in the AB NI Sales Process. These
included ROI based suppliers. We consider this provides further evidence of the
limited attractiveness of AB NI. We note, though, that [¢<] did tell us that the
acquisition of AB NI is an attractive opportunity that aligns with its growth strategy
(see paragraph 4.313 to 4.318 below).%%°

e Assessment of offers for AB NI

4.301 As set out above (see paragraphs 4.247 to 4.254), four potential purchasers ([¢<],
[¢<], [¢<] and [¢<]) made offers for AB NI after conducting some due diligence
including attending a site visit and having access to a virtual data room. Some of
these offers are still subject to varying degrees of due diligence. We have
reviewed each of these offers and spoken with each third party regarding its
interest in AB NI. This section sets out key features of the relevant offers,
assesses each offer relative to the liquidation value of AB NI as set out in
paragraph 4.266 above, and the likelihood that, absent the Merger, final offers by
potential purchasers would be made on similar terms.

o [¥]

4.302 []is active in the supply of plant bread and other plant bakery products in GB
[¢<]. It also operates other food businesses that have customer relationships with
[¢<], and other businesses that [<].510

4.303 [<]initially made an indicative offer of £[¢<] for AB NI on 15 January 2026 but did
not engage further in the process.%'" Following publication of our ITCR, it re-
engaged with the AB NI Sales Process. It revised its indicative offer on 20 April
2026.5'2 On 8 May 2026, it submitted a final non-binding offer. The key elements
of the offer were:5'3

(@) [¢<] would pay cash consideration of £[s<] ([¢<]).

(b) [¥<] creditors and debt like items would remain to be settled by ABF.%'* The
accrual [¢<] would also remain to be settled by ABF.

509 ABF internal document, annex to ABF email to the CMA dated 11 May 2026. We note, however, that this potential
purchaser indicated that it was not looking to expand through acquisitions or establish NI manufacturing facilities, and it
saw no competitive advantage from having manufacturing facilities located in NI, when speaking with the CMA earlier in
the investigation (Third-party call note).

510 Third-party call note.

5" Third-party internal document, annex to ABF’s financial advisers response to the CMA’s section 109 Notice dated
22 April 2026.

512 Third-party internal document, annex to ABF’s financial advisers response to the CMA’s section 109 Notice dated
22 April 2026.

513 ABF internal document, annex to ABF email to the CMA dated 11 May 2026.

514 [#<] noted that this requirement is subject to what is agreed in the Asset and Business Transfer Agreement
mechanics, which are as yet undetermined (ABF internal document, annex to ABF email to the CMA, 11 May 2026).
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(c) [¥<] and ABF would enter into a [¢<] transitional service agreement (TSA)
[<].

(d) ABF would provide [<] with a [¢<] sales volume commitment for GB exports
and imports and a [¢<] protection from delisting of AB NI’s volumes of
branded products in the UK and the ROI, including Kingsmill.

(e) ABF would grant [¢<] a royalty-free perpetual and exclusive licence of all AB
brands (including but not limited to Kingsmill, Sunblest and Allinsons) for
sales in NI and the ROI.

(f) ABF would grant [¢<] a royalty-free perpetual licence to use the AB
crates/baskets in connection with AB NI and provide replacement
crates/baskets [<] for [<].

(g) ABF would be required to fund [<] capex and [é<] capex requirements of AB
NI.

[¢<] noted that its offer was based on the due diligence it had carried out, which
included a review of materials in the virtual data room, a review of additional
information provided in response to initial questions and two site visits. The offer
letter also noted that it expected to be able to complete confirmatory due diligence
over a period of three weeks, and named external legal advisers appointed to
assist it with the process.?'® We note that following the initial due diligence, [<]
offer materially worsened: from £[¢<], to £[¢<] with a range of additional conditions
which are likely to impose significant additional costs on ABF.

We note that some elements of [¢<] offer might not have been possible for ABF to
commit to in the counterfactual, given our finding that it would exit in GB. For
example, in the counterfactual ABF may not have been in a position to provide the
volume protections.

As noted in paragraph 4.241(b) above, ABF submitted that if it were to accept this
offer the cost would be at least £[¢<] million. This includes the costs to ABF of:
retaining AB NI’s liabilities (£[<] million); IT carve-out costs (approximately £[<]
million); IT security and other related costs (approximately £[e<] million); a [¢<]
TSA provided [<] (approximately £[¢<] million); funding the accrual [<] (£[<]
million); providing replacement Basco baskets for [¢<] (approximately £[¢<]
million); funding [¢<] capex (approximately £[é<]) and [é<] capex (approximately
£[5<] million); and transaction costs (approximately £[¢<] million).%'6 With the
exception of AB NI’s liabilities and the accrual for [¢<], both of which are set out on
the balance sheet, all of the cost figures have been estimated by ABF for the
purposes of the CMA investigation. Further, a number of the cost items, such as IT

515 ABF internal document, annex to ABF email to the CMA dated 11 May 2026.
516 ABF’s follow-up submission relating to final offers, 12 May 2026, paragraph 2.1.
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(@)

4.308

4.309

carve-out costs and transaction fees, would apply to any potential purchaser and
are not specific to the final non-binding offer made by [<].

Whilst there is uncertainty about the precise cost to ABF of each of the elements
of [¢<] final non-binding offer, we consider that the costs cited by ABF in relation to
ABF remaining liable for AB NI's creditors (£[¢<] million) and the accrued [¢<] on
the balance sheet (£[¢<] million) are likely to be a reasonable indication of the
relevant costs given they rely on balance sheet entries for actual monies owed
(although we recognise that these will fluctuate over time).%'” The requirement for
ABF to cover the cost of settling the creditors and [¢<] alone would amount to
around £[<] million, based on the current balance sheet figures, which is more
than double the estimated liquidation cost to ABF of £[¢<] million. Accordingly, we
consider that [¢<] offer for AB NI is materially below the liquidation value of AB NI.

[5<

[¢<] is a private equity firm currently focussed on commercial real estate
investment. Previously, the owner of [¢<] had business experience in the bakery
markets in the ROl and Germany, but [<] is not currently active in any markets for
plant bread or other bakery products.5'®

On 13 April 2026, [<] provided a non-binding indicative offer of £[e<] million for
AB NI and a licence for the Hovis brand on the island of Ireland.%'® [¢<] attended a
site visit on 28 April®?° and engaged in due diligence based on information in the
virtual data room, asking follow-up questions.%?' On 8 May 2026, [¢<] submitted a
final non-binding offer. The key elements of the offer were:522

(@) A purchase price of approximately £[¢<] million for AB NI, comprising
(i) £[6<] paid on completion, (ii) £[¢<] million paid over a term of three years
at a simple rate of interest of [¢<]% per annum, paid yearly in arrears which
will be secured through a vendor’s loan note secured over AB NI freehold
properties, (iii) £[¢<] for the leasehold property interest of AB NI, (iv) £[¢<] for
the plant, equipment, computer equipment and related software, furniture,
fixtures and fittings of AB NI, (v) £[¢<] for the distribution fleet of AB NI,
(vi) £[e<] for the sales ledger/trade debtor book of AB NI, (vii) £[<] for the
stock, inventory and work in progress of AB NI, (viii) £[¢<] for the debtors and
prepayments of AB NI, (ix) £[¢<] for the goodwill and intellectual property of

517 ABF follow-up submission relating to final offers, 12 May 2026, paragraphs 2.1 and 2.2.

518 ABF internal document, annex to ABF email to the CMA dated 11 May 2026, paragraphs 1 and 3.

519 Third-party internal document, annex to ABF’s financial advisers response to the CMA’s section 109 Notice dated
22 April 2026. ABF explained to [&<] that the Hovis brand was not part of the AB NI Sales Process (see Third-party
internal document, annex to ABF’s financial advisers response to the CMA'’s section 109 Notice dated 22 April 2026).
[¢<] then requested a licence for the Hovis brand in the ROI, which ABF explained would not be possible (see ABF
internal document, Annex 253 to ABF’s response to the CMA’s section 109 notice dated 20 April 2026).

520 ABF email to the CMA, dated 1 May 2026.

521 Third-party call note; and ABF internal document, annex ABF007727 to ABF email to the CMA dated 29 April 2026.
522 ABF internal document, annex to ABF email to the CMA dated 11 May 2026.
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4.312

AB NI, (x) £[¢<] for a perpetual and exclusive, royalty-free licence for the
Kingsmill, Allinson’s, Sunblest and Burgen brand in the Island of Ireland;

(b) ABF to retain [<] trade creditors of AB;

(c) [#<]and ABF entering into a [¢<] TSA to cover IT and bookkeeping,
accounting and management services, including sales invoicing, purchase
invoicing, stock and production control, payroll, and the production of
management accounts, and for which [¢<] would pay ABF £[¢<] per month;

(d) An indemnity of £[<] million for any redundancy payments incurred by [<];

(e) [#<]and ABF negotiating a minimum [¢<] supply agreement for bakery flour,
yeast and ingredients on [<] terms; and

(f)  Opening of discussions between ABF and [¢<] for subcontracting or a joint
venture for the distribution of Hovis products in order to reduce distribution
costs.

[6<] further explained to us that, [$<].52% Although [5<] submitted that [¢<],%%* we
note that ABF would not be in a position to make any commitments regarding the
Hovis business in the counterfactual (ie if the Merger did not go ahead). We note
that following the initial due diligence, [¢<] offer materially worsened: from £[e<]
million for AB NI and a licence for the Hovis brand on the island of Ireland, to £[<]
million for AB NI but with a range of additional conditions which are likely to
impose significant additional costs on ABF.

As noted in paragraph 4.241(c) above, ABF submitted that if it were to accept this
offer the cost would be at least £[¢<] million. This includes the purchase price less
the costs to ABF of: retaining AB NI’s liabilities (£[¢<] million); IT carve-out costs
(approximately £[¢<] million); IT security and other related costs (approximately
£[<] million); a [¢<] TSA provided for £[é<] per month (approximately £[¢<]
million); indemnification (approximately £[¢<] million) and transaction costs
(approximately £[¢<] million).%2% With the exception of AB NI’s liabilities which are
set out on the balance sheet, and the indemnification, all of the cost figures have
been estimated by ABF for the purposes of the CMA investigation. Further, a
number of the cost items, such as IT carve-out costs and transaction fees, would
apply to any potential purchaser and are not specific to the final non-binding offer
made by [].

Whilst there is uncertainty about the precise cost to ABF of each of the elements
of [&<] final non-binding offer, we consider that ABF’s estimates of the likely costs

523 Third-party call note.
524 Third-party call note.
525 ABF’s follow-up submission relating to final offers, 12 May 2026, paragraph 2.1 and 3.2.
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it would have to bear as a result of it retaining liability for AB NI's creditors (£[¢<]
million) and the redundancy indemnity (£[¢<] million) are likely to be a reasonable
indication of the costs that ABF would have to incur in respect of those
elements.526 These two items alone would amount to around £[¢<] million, which is
substantially more than the estimated liquidation cost to ABF of £[¢<] million.
Accordingly, we consider that [¢<] offer for AB NI is materially below the liquidation
value of AB NI.

o [

4313 [<]5%7

4.314 [] was first approached by ABF’s financial advisers in December 2025 and made
an indicative offer of £[¢<] million for AB NI on 19 January 2026.%?8 Following
submission of that indicative offer, [¢<] engagement with the AB NI Sales Process
appears to have been limited. In the period between submitting its indicative offer
and the 10 April 2026 deadline set by ABF’s financial advisers for prospective
purchasers to confirm their bids, although [¢<] attended a site visit on 27 February
2026,52° and requested some further information on AB NI’s finances, %30 the
evidence we have seen suggests that [¢<], acting through its financial advisers
([5<]), generally did not respond to ABF’s financial advisers’ repeated requests for
updates and appeared disengaged with the process, including limited activities in
the data room.53':532. On 10 April 2026, [¢<] financial advisers told ABF’s financial
advisers that [¢<] was removing itself from the process as it struggled to see a
route to breakeven for AB NI.533

4.315 Notwithstanding this, [¢<] subsequently re-engaged with the AB NI Sales process
on 27 April 2026 and asked follow-up questions on 27 April 2026,%34 and 30 April
2026.535 [&<] told us that it had never intended to remove itself from the process,
that it was not aware of the 10 April 2026 deadline, and that there had been a

526 ABF follow-up submission relating to final offers, 12 May 2026, paragraph 3.2.

527 Based on the information available to the CMA from the Parties, third parties and Nielsen, [¢<]. The Parties’ shares of
supply were provided in Parties’ internal document, Annex 0224 to the Parties’ response to the CMA RFI dated

4 February 2026, questions 1-2. [¢<] shares of supply were provided in Third-party responses to the CMA questionnaire
dated 23 January 2026.

528 Third-party internal document, annex to ABF’s financial advisers response to the CMA’s section 109 notice dated

22 April 2026.

529 Third-party internal document, annex to ABF’s financial advisers response to the CMA’s section 109 Notice dated

22 April 2026.

530 [8<] asked follow-up questions on 23 March 2026. Third-party internal document, annex to ABF’s financial advisers
response to the CMA’s section 109 Notice dated 22 April 2026.

531 Third-party internal document, annex to ABF’s financial advisers response to the CMA’s section 109 Notice dated

22 April 2026.

532 ABF email to the CMA, dated 17 March 2026.

533 Third-party internal document, annex to ABF’s financial advisers response to the CMA’s section 109 Notice dated

22 April 2026. [<], acting through its financial advisers, had confirmed earlier in the AB NI Sales Process that it was
focusing on the financial position of AB NI and whether the business could be profitable (see Third-party internal
document, annex to ABF’s financial advisers response to the CMA'’s section 109 Notice dated 22 April 2026).

534 ABF internal document, annex to ABF email to the CMA dated 27 April 2026.

535 Third-party internal documents, annexes to third-party response to the CMA’s RF| dated 22 April 2026.
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4.319

4.320

4.321

miscommunication between [<], its financial advisers and ABF’s financial
advisers.53

On 11 May 2026, [¢<] submitted an updated non-binding final offer, which
comprised:5%7

(@) An offer of £[<] million, on a cash free and debt free basis with a normal
level of working capital; and

(b) A requirement for a [¢<] TSA to cover services to be agreed (with no
indication whether [¢<] would pay a fee for the services provided and, if so,
the likely level of that fee).

In its offer letter, [¢<] noted that its enterprise value for AB NI was based on
EBITDA for FY2026 of approximately £[¢<] million and an expected EBITDA for
FY2027 of approximately -£[é<] million (based on current run rates, plus wage
adjustments).538

Although potential purchasers were asked to provide ‘final non-binding offers’,%3°
[¢<] also noted in its offer that it would need to carry out an eight-week ‘red flag’
financial, legal and operational due diligence exercise if its offer were accepted.
[<] also noted that a further board approval would be required in respect of the
final transaction details with the benefit of the full due diligence reports.

As noted at paragraph 4.241(d) above, ABF submitted that the total cost to ABF if
it were to accept this offer would be at least £[¢<] million. This includes the
purchase price less the costs to ABF of: IT carve-out costs (approximately

£[<] million); IT security and other related costs (approximately £[¢<] million); and
transaction costs (approximately £[<] million).

We consider [<] to have relevant industry expertise, and that if it acquired AB NI it
would likely generate some synergies with its own business. [¢<] also stated that it
is excited by the opportunity and considers that it aligns with its growth strategy.

However, we consider that [¢<] final offer was significantly less detailed than those
submitted by the other potential purchasers and left a number of potentially
significant matters unresolved, with the result that there is greater uncertainty as to
whether, absent the Merger, it would ultimately make an offer above or below
liquidation value. [¢<] demonstrated limited engagement with the due diligence
process over a number of months and expressed concerns about whether there
was a route to profitability for AB NI if it were to acquire it. The evidence we have
seen also indicates that ABF and its financial advisors responded efficiently to

536 Third-party response to the CMA’s RFI dated 22 April 2026.

537 ABF internal document, annex to ABF email to the CMA dated 11 May 2026.

538 ABF internal document, annex to ABF email to the CMA dated 11 May 2026.

539 Third-party internal document, annex to third-party response to the CMA’s RFI dated 22 April 2026.
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(@)
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4.324

4.325

4.326

questions from [¢<] when they were raised and were open to discussions with [¢<].
We also consider that ABF and its financial advisers’ ability to negotiate with [<]
was limited by virtue of [¢<] failing to confirm its initial offer by the 10 April 2026
deadline and because the offer that it submitted on 11 May 2026 was significantly
less detailed in comparison to others. [].

[¢<] estimated low profitability pre-diligence and its final offer had significantly
reduced from the initial offer it made in January. Based on our knowledge of AB
NI’s financials and evidence from other potential purchasers, we consider that
there is a high risk that any binding offer made with the benefit of further due
diligence, if it were to materialise in the counterfactual, would likely be on worse
terms than its non-binding final offer made in the context of the AB NI Sales
Process.

Q
FK

[¢<] reached out to ABF following publication of our Interim Report.%40 [$<]
supplies cakes and ‘Irish breads’ such as wheaten bread, soda bread and
pancakes throughout the UK.%41 [6<].542

Following a site visit and some initial due diligence, [é<] concluded that AB NI was
significantly loss-making and would require substantial investment to make it
profitable. [¢<] provided an indicative offer which would require ABF to fund the
historic under-investment in capital assets, meet operational losses for
approximately [¢<] and also pay for the costs of separating the business. [<] offer
estimated these costs to be in the region of £[5<] million.%*3 After making this offer,
[<] did not continue in the AB NI Sales Process and did not make a final non-
binding offer for AB NI.

We consider that [¢<] offer would have required significant funding by ABF of
approximately [<] times the estimated cost of liquidation.

Conclusion on Limb 2 for AB NI

As noted above, when assessing the counterfactual against which to compare the
Merger, we are required to form an overall judgement on the most likely conditions
of competition absent the Merger, taking into account all of the relevant factors
and our evaluation of all of the relevant evidence.

540 Third-party internal document, annex to ABF’s financial advisers response to the CMA’s section 109 Notice dated
22 April 2026; and Third-party call note.

541 Third-party call note.

542 CMA estimates based on volume data from the Parties and third parties. Parties’ internal document, Annex 0224 to
the Parties’ response to the CMA RFI dated 4 February 2026, questions 1-2; Third-party response to the CMA’s RFI
dated 6 February 2026; and Third-party response to phase 2 request for information dated 1 June 2026.

543 Third-party internal document, annex to ABF’s financial advisers response to the CMA’s section 109 Notice dated
22 April 2026.
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As a general point, in our view, a sales process conducted against the backdrop of
an ongoing CMA merger investigation is unlikely to be an exact proxy for what
would have happened absent the merger in question. However, in the specific
circumstances of this case we consider that the AB NI Sales Process does provide
us with relevant evidence to assist us in forming a view on whether there would
have been an alternative, less anti-competitive purchaser for AB NI absent the
Merger. When weighing that evidence we have, however, borne in mind the
limitations of the AB NI Sales Process as a proxy — especially the possible impact
of our ongoing investigation on ABF’s and prospective purchasers’ incentives.

Overall interest in AB NI appears to be limited and even those potential
purchasers that have shown the most interest in acquiring AB NI — most notably
those that have actively participated in the AB NI Sales Process — attach only
limited value to AB NI as an acquisition target.

In this regard we note that of the 17 potential purchasers that either were
approached by ABF’s financial advisers about the opportunity to acquire AB NI or
proactively approached ABF or its financial advisers on becoming aware of the AB
NI Sales Process following publication of our Interim Report and our ITCR, only
four ([<], [¢<], [¢<] and [<]) went on to make non-binding offers following site
visits and due diligence, and only three ([<], [¢<] and [¢<]) made final non-binding
offers. Our analysis of those four non-binding offers indicates that in the case of
three of them, the overall consideration offered was negative (ie there would be a
net cost to ABF of accepting the offer). Our analysis shows that in each case this
cost would be materially higher than the cost to ABF of liquidating AB NI. The
remaining non-binding offer attributes greater value to AB NI. The comparison
between the value of that offer and the liquidation value is more finely balanced,
but the offer value is predicated on further ‘red flag due diligence’. We consider
there is material uncertainty about whether any offer would be made on those or
similar terms and whether any such offer would result in a sale in the
counterfactual.

We consider that the limited interest and value attached to AB NI by potential
purchasers in the AB NI Sales Process is consistent with our own assessment of
AB NI’s financial performance, which shows that AB NI has experienced a
significant decline in profitability over the last three years and is likely to be loss-
making once central costs and potential loss of synergies from separating AB NI
from AB GB are considered. Further, we consider it is consistent with other
evidence we have received about the attractiveness of the plant bread market in
NI as a target for entry or expansion by an alternative purchaser.

While we cannot exclude the possibility that absent the Merger, AB NI might have
been sold to a less anti-competitive purchaser, in reaching our view on the
counterfactual we are required to consider what is most likely.
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4.332 Having assessed all the evidence in the round, including evidence received
following publication of our Interim Report and Supplementary Interim Report, our
conclusion is that the most likely scenario absent the Merger is one in which there
would not have been an alternative less anti-competitive purchaser for AB NI.

Conclusion on Limb 2

4.333 Based on our assessment of Limb 2 above, we conclude that, absent the Merger,
there would not have been an alternative, less anti-competitive purchaser for AB
or its assets in GB or NI. We therefore conclude that Limb 2 is met.

Conclusion on the counterfactual

4.334 Based on the assessment above, we conclude that the two limbs of the exiting firm
scenario are satisfied in this case and therefore that the most likely scenario
absent the Merger is one in which AB would have exited the market and there
would not have been an alternative less anti-competitive purchaser for AB, in
whole or in part, above liquidation value.

4.335 As we have found that the exiting firm scenario is the most likely scenario absent
the Merger, our conclusion is that the Merger may not be expected to result in an
SLC within any market or markets in the UK.

110



5.1

CONCLUSIONS

As a result of our assessment, and based on the evidence that is set out above,
we have concluded that:

(a) the anticipated acquisition of Hovis by ABF, if carried into effect, will result in
the creation of an RMS; and

(b) the creation of that RMS may not be expected to result in an SLC within any
market or markets in the UK.
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