Financial Statements of

NATIONAL FLOUR MILLS LIMITED

December 31, 2013




NATIONAL FLOUR MILLS LIMITED
Financial Siatements

December 31, 2013

CONTENTS

Independent Auditors® Report
Statement of Financial Position
Statement of Comprehensive Income
Statement of Changes in‘Equity
Statement of Cash Flows

Notes to the Financial Statements

Page




KPMG Telephone  (868) 623 1081

Chartered Accountants Fax {868) 623 1084
Trinre Buflding a-Mall kpmg@kpmg.co.tt
63-71 Edward Street

PO.Box 1328

Port of Spalay

Trintdad and Tobago, W

Independent Auditors’ Report '
To the Shareholders of National Flour Mills Limited

Report on the Financial Statements

We have audited the accompanying financial statements of National Flour Mills Limited (“the
Company”), which comprise the statement of financial position as at December 31, 2013, the
statements of comprehensive income, changes in equity and cash flows for the year then
ended, and nofes, comprising a summary of significant accounting policies and other

explanatory information,

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards and for such

. Internal control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error,

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit,
We conducted our audit in accordance with International Standards on Auditing, Those
standards require that we comply with ethical requirements and plan and perform the audit to
obfain reasonable assurance about whether the financial statements are free from material

misstatement.

An audit involves performing procedures to obtain audit evidence about the amounis and
disclosures in the financial statements. The procedures selected depend on our Jjudgment,
including the assessment of the risks of material misstatement of the financial statements,
whether due to fraud or error. In making those risk assessments, we consider internal controls
relevant to the entity’s preparation and fair presentation of the financial statements in order io
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectivencss of the entity’s internal confrols, An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by management, as well as evaluating the overall presentation of

the financial statements,

We believe that the audit evidence we have obfained is sufficient and appropriate to provide a

basis for our audit opinion,

KPMG, 8 Trinidzd and Tobago partnershlp and & member firm of Rt Alleyne S N Golding
the KPMG network of Indspendent member frms affifated with C§ Horaby D 5 Sockram
KPHG International Cooperative ["KPMG International’), a Swies

entity.



Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial
position of the Company as at December 31, 2013, and its financial performance and cash
flows for the year then ended in accordance with International Financial Reporting Standards,

KPS

Chaftered Accouniants

March 25, 2014
Port of Spain
Trinidad and Tobago




NATIONAL FLOUR MILLS LIMITED

Statement of Financial Position

December 31, 2013
(Expressed in Tvinidad and Tobago Dollars)
' Restated Restated
Notes 2013 2012 2011
$°000 $°000 $°000
ASSETS
Current Assets
Cash and cash equivalents 7 14,994 33,037 12,162
Accounts receivable and prepayments 8 79,074 86,994 . 97,242
Inventories 9 87.348 77.243 69,146
181,416 197.274 178,550
Non-Current Assefs
Investments . i5 15 15
Retirement benefit asset 10 15,193 11,338 16,087
Property, plant and equipment 11 141,006 147,666 155,949
Trademarks 12 2,997 4,229 5,462
159,211 163,248 177,513
Total assets 340.627 360.522 356,063
LIABILITIES AND SHAREHOLDERS® EQUITY
Current Liabilifies
Bank overdraft 5 28,710 57,086 59,731
Accounts payable and accrnals ’ 23,637 36,405 39,091
Loans and borrowings 13 88,035 79,744 73,845
Cutrent portion of finance lease liability 21 546 729 728
140.928 173.964 173,395
Non-Current Liahilities
Loans and borrowings 13 2,554 7,663 12,771
Non-current portion of finance lease liability 21 - 546 1,275
Deferred taxation 15 15911 8.696 5,249
18,465 16,905 19,295
Total liabilities 159,393 190,869 192,690
Shareholders’ Equity
Stated capital 16 120,200 120,200 120,200
Capital reserve 23,035 23,035 23,035
Retained earnings 37,999 26,418 20,138
, 181,234 169,653 163.373
Total liabilities and shareholders’ ef;u_‘iﬁty 340,627 360,522 356,063
The accompanying notes on pages 7 fo 32 form an integral part of these.financial statements.
‘/w vt A / . ‘_/, Director AV x Director
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NATIONAL FLOUR MILLS LIMITED
Stafement of Comprehensive Income

Year ended December 31, 2013

(Expressed in Tvinidad and Tobago Dollars)
Restated*
Notes 2013 2012
$°000 $°000

Revenue 457,897 446,263
_Cost of sales (371.848) (356.039)
Gross profit 86,049 90,224
Selling and distribution expenses (31,513) (41,425)
Administration expenses (29,155) (26,051)
‘Other operating income 11,324 8,622
Operating profit 36,705 31,370
Finance cost (10,032) (13.425)
Profit before taxation 17 26,673 17,945
Taxation 18 (7.803) (5,997)
Profit for the year ’ 18,870 11,948
Other comprehensive income
Items that will never be reclassified to profit or loss .
Remeasurement of retirement benefit asset 10 3,102 {(4,834)
Related tax 15 (775) 1,209
Other comprehensive income, net of fax 2,327 (3.625)
Total cornprehensive income for the year - _21.197 8,323

19 166 10¢

Earnings per share

* See Note 4

The accompanying notes on pages 7 to 32 form an Integral part of these financial statements.




NATIONAL FLOUR MILLS LIMITED
Statement of Changes in Equity

Year ended December 31, 2013
(Expressed in Trinidad and Tobago Dollars)

Balance as at January 1, 2012, -
as previously reported

Impact of change in accounting policy (note 4)
Restated balance as at January 1, 2012

Total comprehensive income (restated)

Profit for the year

Other comprehensive income

Transactions with owners of the company
Dividends paid

Restated balance as at December 31,2012

Total comprehensive income

Profit for the year

Other comprehensive income

Transactions with owners of the company
Dividends paid '

Balance as at December 31, 2013

The accompanying notes on pages 7 fo 32 Jorm an infegral part of these JSinancial statements.

Stated Capital Retained
Capital Reserve Earnings Tatal
$000 $000 $2000 000
120,200 23,035 53,531 196,766
- - (33,393) (33.393)
120,200 23,035 20,138 163,373
- - 11,948 11,948
- - (3,625) (3,625)
- - (2.043) (2,043)
420,200 23,035 26,418 169,653
- - 18,870 18,870
- - 2,327 2,327
- - {9,616) (9,616) -
120,200 23,035 37,999 181,234




NATIONAL FLOUR MILLS LIMITED
Statement of Cash Flows

Year ended December 31, 2013
(Expressed in Trinidad and Tobago Dollars)

2013 2012
$°000 $2000
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation 26,673 17,945
Adjustments for:

Depreciation 8,717 10,147

Amortization of trademarks 1,232 1,232

Interest expense 10,032 13,425

46,654 42,749

Changes in working capital;

Accounts receivable and prepayments 7,921 10,248
Retirement benefit (753) (85)
Inventories (10,105) (8,097)
Accounts payable and accruals (14,564) (4,188)

29,153 40,627
Interest paid (8,236) (11,923)
Taxes paid (1,365) (1,340)

Net cash from operating activities 19,552 27,364

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment (2,056) {1,864)
Net cash used in investing activities (2,056) (1.864)
CASH FLOWS FROM FINANCING ACTIVITIES

Repayment of loans and borrowings (5,109 (5,110)
Finance lease liability payments (729) (728)
Dividends paid (9,616) (2.043)
Nef cash used in financing acfivities (15.454) (7,881}

Net change in cash and cash equivalents 2,042 17,619
CASH AND CASH EQUIVALENTS, BEGINNING OF THE YEAR (98.685) (116,304)
(96,643) (98.685)

CASH AND CASH EQUIVALENTS, END OF THE YEAR (Note 7)

The accompanying notes on pages 7 to 32 form an Integral part of these financial statements.




NATIONAL FLOUR MIILS LIMITED

Notes to the Financial Statements

December 31, 2013
(Expressed in Tyinidad and Tobago Dollars)

1,

Incorporation and Principal Activities

National Flour Mills Limited (“the Company™) is incorporated in the Republic of Trinidad
and Tobago, and was continued under the provisions of the Companies Act, 1995 on April
14, 1998. Iis principal activities are the production and distribution of food products and

animal and poultry feeds.

Basis of Preparation

(@) Statement of complinnce
These financial statements have been prepared in accordance with International
Financial Reporting Standards (IFRSs) and were authorised for issue by the Directors on

March 25, 2014,

(b) Change in acconnting policy

Except for the changes below, the Company has consistently applied the accounting
policies to all periods presented in these financial statements,

(D) Fuair value measurement

IFRS 13 establishes a single framework for measuring fair value and making
disclosures about fair value measurements when such measurements are required or
permiited by other IFRSs, It wnifies the definition of fair value as the price that
would be received to sell an asset or paid fo transfer a liability in an orderly
transaction between market participants at the measurement date, It replaces and
expands the disclosure requirements about fair value measurements in other IFRSs,

including IFRS 7,

(i) Presentation of items of other comprehensive income (0CI)

As a result of the amendments to JAS 1, the Company has modified the presentation
of items of OCI in ifs statement of profit or loss and OCI, to present separately
items that would be reclassified to profit or loss from those that would never be.
Comparative information has been re-presented accordingly,

(1i§) Post-ermployment defined benefit plans

As a result of IAS 19 (2011), the Company has changed its accounting policy with
tespect to the basis for determining the income of expense related fo post-
employment defined benefit plans (sec Note 4 for further details),




NATIONAL FI.QUR MILLS LIMITED

Notes to the Financial Statements

December 31, 2013
(Expressed in Trinidad and Tobago Dollars)

2,

Basis of Preparation (continued)

(©

(d)

(@)

Basis of measurement
The financial statements have been prepared on the historical cost basis except for the
following material items in the statement of financial position:

buildings — measured at historical cost or valuation less related accumulated
depreciation :

» refirement benefit asset — recognised as the plan assets less the present value of the
defined benefif obligation,

Functional and presentation currency

These financial statements arc presented in Trinidad and Tobago dollars, which is the
Company’s functional currency. All financial information presented in Trinidad and
Tobago dollars has been rounded to the nearest thousand,

Use of estimates and judgments

The preparation of the financial statements in conformity with IFRS requires the use of
certain critical accounting estimates and requires management to exercise its judgment
in the process of applying the Company’s accounting policies, It also requires the use of
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilitics at the date of the financial statements and the reported
amounts of income and expenditure during the reporting period. Actual results may

differ from these estimates,

Estimates and judgments are continually evaluated and are based on historical
experfence and other factors, including expectations of future events believed to be
reasonable under the circumstances. Revisions to accounting estimates are recognised in
the period in which the estimates are revised and any futute periods affected.

Information about significant areas of estimation uncertainty and critical judgments in
applying accounting policies are described in Note 5.




NATIONAL FLOUR MILLS LIMITED
Notes to the Financial Statements

December 31, 2013
(Expressed in Trinidad and Tobago Dollars)

3. Summary of Significant Accounting Policies

The accounting policies set out below have been applied consistently to all periods presented
in these financial statements, except for the change in accounting policy explained in Note 4,

) Property, plant and equipment

Items of property, plant and equipment are stated at historical cost or valuation less
accumulated depreciation, Depreciation is caleulated on the straight-line basis at
varying rates, which are estimated to be sufficient to write down the cost of the asseis fo

residual value by the expiration of their useful lives,

The rates used are as follows:

% per annum

Buildings 125-25

Plant and machinery 20-10.0
Forklifts, trucks and loaders 25.0
Office equipment and air conditioning 10.0
20.0

Computer equipment
Motor vehicles 25.0

The assets’ residual values and useful lives are reviewed at each reporting date, and
adjusted as appropriate. An asset’s cairying amount is writien down immediately to its
recoverable amount if the asset’s carrying amount is greafer than ite estimated

recoverable amount.

Increases in the carrying amount arising on revaluation of land and buildings are
credited through other comprehensive income to capital revaluation reserve in equity.
Decreases that offset previous increases of the same assel arc recognised in other
comprehensive income tfo the exient of any credit balance existing in the capital
revaluation reserve; all other decreases are recognised in profit or loss. When re-valued
assels are sold, the amounts included in reserves are transferred to retalned earnings,

y comparing the proceeds with the

Gains and losses on disposals are determined b
s in the statement of comprehensive

caitying amount and are included in profit or los
income,




NATIONAL FLOUR MILLS LIMITED

Notes to the Financial Statements

December 31, 2013
(Expressed in Trinidad and Tobago Dollars)

3.

Summary of Significant Accounting Policies (continued)

b) Leases

4)

Leases of property, plant and ecquipment under which the Company assumes
substantially all the risk and rewards of ownership are classified as finance leases.
Assets held under finance leases are capitalised at the lower of the fair value of the
leased assets and the present value of the minimum lease paymentis, at the date of
inception of the lease, The corresponding leasing commitments, net of finance charges,
are included in Habilities, The interest element of the lease payments is charged to profit

or loss over the lease period,

Depreciation on assets held under finance leases is charged to profit or loss over the
shorter of the lease term and their estimated useful lives.

Leases in which a significant proportion of the risks and rewards of ownership are
retained by the lessor are classified as operating leases. Renfals paid under operating
leases are charged to appropriate expense headings in the statement of comprehensive

income on a straight line basis over the period of the lease.

Trademarks
Trademarks are stated at cost Jess accumulated amortisation, Amortisation is recognised
on a straighi-line basis over the estimated useful life of the trademarks, which range

from 10 - 14 years.

Financial instruments
Financial instruments are contracts that give rise fo a financial asset of one entity and a
financial liability or equity instrument of another entity.

Financial assets and liabilities are offset and the net amount presented in the statement of
financial position when, and only when, the Company has a legal right to offset the
amounts and intends either fo settle on a net basis or o realise the asset and settle the

liability simultaneously.

Financial assets
The Company’s financial assets comprise of cash and cash equwalents, frade and other
receivables and available-for-sale investments,

The Company recognises loans and receivables and deposits on the date that they are
originated, All other financial assets are recognised on the trade date at which the
Company becomes a party fo the contractual provisions of the instrument,

10
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NATIONAL FLOUR MILLS LIMITED
Notes to the Financial Statements

December 31, 2013
(Expressed in Trinidad and Tobago Dollars)

3 Summary of Significant Accounting Policies (continued)

4)  Financial instruments (continued)

Finaneial assets (continued)

Financial assets are derecognised when the contractual rights to receive the cash flows
from the asset expire, or where substantially all the risks and rewards of ownership of

the financial asset have been transferred.

Trade and other receivables

Trade receivables are measured at cost. Subsequent to initial recognition such
receivables are measured at estimated recoverable amount, An allowance for
irrecoverable amounts is made, and charged to the statement of comprehensive income,
whenever there is objective evidence that a receivable is impaired,

Available-for-sale investments

These investments ate intended to be held for an indefinite period of time but may be
sold in response to the needs for liquidity or changes in interest rates, exchange rates or
equily prices. These are unquoted scourities that are measured af cost,

Finaneial liabilities

The Company’s financial liabilities comp
trade and other payables,

rise loans and borrowings, bank overdrafis and

they are ‘measured at fair value plus

When financial liabilities are recognised initially,
ilities ate subsequently re-measured

directly atiributable transaction costs. Financial liab
at amortised cost using the effective interest method.

Financial liabilities are derecognised when they are extinguished that is when the
obligation specified in the contract is discharged, cancelled or expired, The difforence
between the carrying amount of a financial liability extinguished and the consideration
paid is recognised in the statement of comprehensive income,

Bank loans
Bank loans are recognised initially at fair value, net of transaction costs incurred, Bank
loans are subsequently stated at amortised cost; any difference between the proceeds (net
edemption value is recognised in the statement of

of iransaction costs) and the r
comprehensive income over the period of the loan using the effective interest method,

11



NATIONAL FLOUR MILLS LIMITED

Notes to the Financial Statemenis

December 31, 2013
(Expressed in Trinidad and Tobago Dollars)

3I

Summary of Significant Accounting Policies (continued)

d)  Financial instruments (continued)

g

Share capital
Ordinary shares are classified as equity and stated at the amounts subscribed by
sharcholders, less any incremental costs directly attributable to the issue of the shares

(net of tax).

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits with original
maturities of three months or less. Bank overdrafts that are repayable on demand and
short-term commodity import loans, which form an integral part of the Company’s cash
management, are included as a component of cash and cash equivalents for the purposes

of the statement of cash flows,

Inventories

Inventories are measured at the lower of cost (on a first in first out basis) and net
realisable value, Cost includes expendifure incurred in acquiring the inventories,
production costs and other costs incurred in bringing them fo their present location and
condition, Included in the cost of finished goods is an appropriate share of production

overheads based on normal operating capacity.

Net realisable value is the estimated selling price in the ordinary course of business, less
the estimated costs of completion and selling expenses.

Taxation

Income tax expense comprises current and deferred tax. Current tax and deferred tax are
recognised in the statement of comprehensive income except fo the extent that the tax
relates to items recognised directly in equity or in other comprehensive income.

Current fax

Current income tax is the expected tax payable or receivable on the taxable income or
loss for the year, using tax rates enacted or substantively enacted at the reporting date,

plus any adjustments to tax payable in respect of previous years,

Deferred fax

Deferred income tax is provided, using the liability method, on all temporary differences
at the reporting dafe between the tax bases of assets and liabilities and their carrying

amounts for financial reporting purposes.

12



NATIONAL FLOUR MILLS LIMITED

Notes fo the Financial Statements

December 31, 2013
(Expressed in Trinidad and Tobago Dollars)

3.

Summary of Significant Accounting Policies (continued)

g

k)

Taxation (continued)

Deferred tax (continued)

Deferred tax assets are recognised for all deductible temporaty differences, and the
carty-forward of unused tax losses, {o the extent that it is probable that taxable profits
will be available against which they can be utilised, Deferred tax assefs are reviewed at
cach reporting date and are reduced to the extent that it is no longer probable that
sufficient taxable profit will be available to allow all or part of the deferred tax asset to

be utilised.

Retiremnent benefit plan ,
The Company operates a defined bencfit pension plan covering ifs permanent
employees. The funds of the Plan are administered by Trustees,

The Company’s net obligation in respect of the retirement benefit plan is calculated by

estimating the amount of future benefit and that employees have earned in the current
and prior periods, discounting that amount and deducting the fair value of the plan
assels. The caleulation of the defined benefit obligation is performed annually by g
qualified independent actuary using the projected unit credit method. When the
caleulation results in a potential asset for the Company, the recognised asset is limited fo
the present value of economic benefits available in the form of any future refunds of the
Plan or reductions in fisture contributions to the Plan (after considering any minimum

funding requirements),

Remeasurement of the net defined benefit asset, which comprise actuarial gains and
losses, the retwrn on plan assets (excluding interest) and the effect of the asset ceiling (if

any), are recognised immediately in other comprehensive income,

Net inierest expense (income) or the net defined benefit liability (asset) is determined
using the discount rate, Net interest cxpense and other expenses related to the

retirement benefit plan are recognised in profit or loss.

The actuary performs a full actuarial valuation every three years and any surpluses or
deficits may be recognised by an adjustment of future contribution rates.

13



NATIONAL FL.OUR MILLS LIMITED

Notes to the Financial Statements

December 31, 2013
(Expressed in Trinidad and Tobago Dollars)

3.

“Summary of Significant Accounting Policies (continued)

i)

b

")

b

m)

i)

Foreign currency

Monetary assets and liabilities denominated in foreign currencies are expressed in
Trinidad and Tobago dollars at rates of exchange ruling at the reporting date. All
revenue and expenditure transactions denominated in foreign currencies are translated at
the exchange rates ruling at the date of the iransactions, The resulting profits and losses
on exchange from these irading activities are recorded in profit or loss.

Provisions

Provisions are recognised when the Company has a present legal or consfructive
obligation as a result of past events, it is more likely than not that an outflow of
resources will be required to setile the obligation, and the amount can be estimated

reliably.

The amount recognised as a provision is the best estimate of the consideration required
to settle the present obligation at the roporfing date, {aking into account the risks and
uncertainties surrounding the obligation,” Whete a provision is measured using the cash
flows estimated to settle the present obligation, its carrying amount is the present value

of those cash flows,

Revenue recognition

Revenue from the sale of goods is measured at sale price, net of returns, trade discounts
and volume rebates, Revenue is recognised upon delivery of goods fo customets.

FEarnings per share

Earnings per share is calculated by dividing the profit or loss atiributable to 01'dinary
sharcholders of the Company by the weighted average number of ordinary shares
outstanding during the year.

Segment reporfing
Segment reporting is prepared based on the different categories of products sold by the
Company.

New standards and interpretations not yet adopted

A number of new standards, amendments to standards and interpretations are not yet
effective for the period ended December 31, 2013, and have not been applied in
preparing these financial statements. Those which may be relevant to the Company are
set out below, The Company does not plan to adopt these standards early.

14
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NATIONAL FL,LOUR MILLS LIMITED
Notes to the Financial Statements

December 31, 2013
(Expressed in Trinidad and Tobago Dollars)

3. Summary of Significant Accounting Policies (continued)

1) New standards and interpretations not yet adopted (continued)

IFRS 9 Financial Instruments (2009 & 2010) —
requirements for the classification and measurement
(2010) introduces additional changes relating to finan
working on an active project to make limited amendm
requirements on impairment and hedge accounting,

expected to become effective for the Company b
assessing the impact the standard may have on its fin

4, Prior Year Restatements

Statement of Financial Position

As previously

IFRS 9 (2009) introduces new
of financial assets, whilst IFRS 9
cial liabilities, The IASB has been
ents to IFRS 9 and add new
The final version of IFRS 9 is not
efore 2018, and the Company is

ancial statements.

Exchange As

Reported TAS 19 Loss Restated
$°000 $°000 $000 $°000

January 1, 2012
Retirement benefit asset 60,611 (44,524) - 16,087
Deferred taxation (16,380) 11,131 - (5,249
Retained eamings (53,531) 33,393 - {20,138)
December 31, 2012
Retirement benefit asset 59,884 (48,546) - 11,338
Cash and cash equivalents 35,047 - (2,010) 33,037
Deferred taxation (20,834) 12,138 - (8,696)
Retained earnings (64,836) 36,206 2,010 (28,630)

Statement of Comprehensive Income
As previously

Exchange As

Reported IAS 19 Loss Restated
$000 $°000 $°000 $°000
December 31, 2012
Cost of sales (356,851) 812 - (356,039)
Administration expenses (24,041) - (2,010) (26,051)
Taxation (5,795) (202) - (5,997)
Profit for the year 13,348 610 (2.010) 11,948

15




NATIONAL FLOUR MILLS LIMITED

Notes to the Financial Statements

December 31, 2013
(Expressed in Trinidad and Tobago Dollars)

4.

Prior Year Restatements

Under its previous policy, as allowed under the eatlier version of JAS 19, the Company had
utilised the “corridor approach” to the recognition of periodic actuarial gains and losses. It
now recognises all actuarial gains or losses through other comprehensive income. The net
annnal inferest expense or income is now determined by applying the discount rate to the net
retirement benefit obligation or asset and not through the use of an expected rate of return to
the plan assets, as was allowed under the previous TAS 19. In accordance with IAS 8, this
change of accounting policy in respect of the application of IAS 19 (2011) has been applied
retrospectively through the restatement of retained earnings as at January 1, 2012, and the

Statement of Comprehensive Income for 2012,

Duting the year, Management identified an error in misstatement in the statement of
comprehensive income for 2012 that resulted from the omission of recording an exchange
loss on a foreign cwrency bank accouni, In accordance with IAS 8, Management has
decided to restate the statement of comprehensive income for 2012 in order to correct the
omission, The decision was taken to restate the financial statements in the prior year.

Financial Risk Management

Financial risk factors
The Company has exposure to the following risks from ifs use of financial instruments:

credit risk

liquidity risk

currency risk

interest rate risk.

This note presents information about the Company’s exposure to each of the above risks, and
its framework for managing these risks, Further quantitative disclosures are included in
relevant notes throughout these financial statements.

The Board of Directors has ultimate responsibility for the establishment and oversight of the
Company’s risk management framework, The Audit Committee oversees compliance with
the Company’s risk management framework and is assisted in its oversight role by the

Internal Audit Department.

The Company’s main financial risks relate to the availability of funds to meet business needs,
the risk of delayed or non-payment by the Company’s customers, and fluctuations in foreign
exchange and interest rates, The risk management policies employed by the Company to

manage these risks are discussed below:

16



NATIONAL FLOUR MILLS LIMITED

Notes to'the Financial Statements

December 31, 2013
(Fxpressed in Trinidad and Tobago Dollars)

5.

Financial Risk Management (continued)

Financial risk factors (continued)

a)

b)

d)

Credit rvisk _
The Company is exposed to credit risk, which is the potential for loss due fo a debtor’s
failure to pay amounts when due. The Company manages this by regular analysis of the
ability of debtors to seitle their outstanding balances. Impairment provisions are
established for losses or potential losses that have been incurred at the reporting date,

The Company only trades with credit worthy third parties who are subject to credit
verification procedures, which take info account their financial position and past

experience. Individual risk limits are set based on intérnal ratings,

Credit risk on cash and cash equivalents held by the Company are minimised as all cash
deposits are held with banks which have acceptable credit ratings,

Liguidity risk

Liquidity risk is the risk that the Company will face difficulty in meeting its obligations
under financial liabilities as they fall due,

quidity risk by monitoring its projected inflows and

ere possible the Company utilises suiplus internal funds
Company also utilises available credit faoilities such as

The Company manages its Ij
outflows from operations. Wh
to finance its operations, The
loans and overdrafis,

Currency risk

Currency risk is the risk that the value of financial instruments will fluctuate due to
changes in foreign exchange rates, Currency risk arises when future commercial
fransactions and recognised assets and labilities are denominated in a currency that is
not the Company’s measurement curtency. The Company is exposed to foreign
exchange risk arising from various cutiency exposures, primarily with respect to the
United States Dollar, The Company’s management monitors the exchange rate
fluctuations on a continuous basis and employs appropriate strategics to mitigate any

potential losses.

Interest rate risk
Interest rate risk is the risk that the fair value or future cash flows of a financial
instrument will fluctuate because of changes in market interest rates,

17



NATIONAL FLOUR MILLS LIMITED

Notes to the Financial Statements

December 31, 2013
(Expressed in Trinidad and Tobago Dollars)

5.

Finanecial Risk Management (continued)

Finanecial risk factors (continned)

d) Interest rate risk (continued)
With the exception of bank overdiafts, the Company has no significant variable rate
interest bearing assets or liabilities, As a consequence, the Company’s income and
operating cash flows are substantially independent of changes in market inferest rates.

Operational risk

Operational isk is the risk of direct or indirect loss arising from a wide variety of causes
associated with the Company’s processes, personnel, technology and infrastructute, and from
external factors such as those arising from legal and regulatory requirements and generally

accepted standards of corporate behaviour.

Compliance risk
Compliance risk is the risk of financial loss, including fines and other penalties, which arise

from non-compliance with laws and regulations of the state. The risk is limited to a
significant extent due to the supervision applied by the Securities and Exchange Commission
of Trinidad and Tobago, as well as by the monitoring controls applied by the Company.” The
Company has an Internal Audit Department which performs routine reviews on compliance.

Reputation risk
The risk of loss of reputation atising from the negative publicity relating to the Company’s

operations (whether true or false) may result in a reduction of ifs clientele, reduction in
revenuo and legal cases against the Company, The Company engages in public social

endeavours to engender trust and minimise this risk.

Critical Accounting Estimates and Judgments

The critical accouniing judgments and estimations, which have the most signiﬁcant effect on
the amounts recognised in the financial statements, are as follows:

Retirement benefit obligations

The Company has determined that, in accoidance with the terms and conditions of the
defined benefit plan, and in accordance with sfafutory requirements (such as minimum
funding requirements) of the plan, the present value of refunds or reductions in future
confributions is not lower than the balance of the total fair value of the plan assets less the
total present value of obligations. As such, no decrease in the defined benefit asset is

necessary at December 31, 2013,

Principal actuarial assumptions are set out in Note 10,

18



NATIONAL FLOUR MILLS LIMITED

Notes to the Financial Statements

December 31, 2013
(Expressed in Trinidad and Tobago Dollays)

60

Critical Acconnting Estimates and Judgments (continued)

Impairment of trade recetvables

The Company establishes an allowance for impairment that represents ifs estimate of

projected losses in respect of trade and other receivables. The main components of this
allowance are a specific loss component that relates to individually significant exposures.
The loss allowance is determined based on current data of payment statistics for specific

circumstances relating to specific transactions,

Tmpairiment of tangible and Intangible assets and useful lives

At each reporting date, management reviews the carrying amounts of the Company’s tangible
and intangible assets to defermine whethey there is any indication of impairments, An ssset
is i ying value is greater than iis recoverable amount and there is
objective evidence of impairment, Recoverable amount is defermined based on the value-in-
use method, which is the present value of the estimated future cash flows over the estimated

useful life of the asset discounted using market raies.

Jjudgement in determining whether future economic benefits can be

Management exercises
wres to be capitalised and in estimating the useful lives and residual

derived from expenditt
values of these assets,

Deferred tax
The Company assesses the impact of estimated tax losses, which is subject to final approval
by the Board of Inland Revenue, on deferred tax liability. Any final assessment done by the
Board will be incorporated in the year that this assessment is completed and agreed by the

Company,
2013 2012
$°000 3000

Cash and Cash Equivalents

Cash in hand and at bank 14,756 31,990

Short-term deposits : __ 238 1,047

Cash and cash equivalents in the statement of {inancial position 14,994 33,037

Short-term cash management fucilifies:

Bank overdrafis (28,711) (57,086)

(82,926) (74.636)

Revolving grain purchase Ioans
(111,637) (131.722)

(96,643) (98.685)

Cash and cash equivalents in the statement of cash flows
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7.

Cash and Cash Equivalents (continued)

Bank overdraft facilities are provided by Scotiabank Trinidad and Tobago Limited and
Citibank (Trinidad & Tobago) Limited, These facilities are secured by a debenture and
collateral mortgage, stamped to cover TT$90 million each, comprising of a fixed charge over
goodwill, land and buildings located at Wrightson road, Port-of-Spain and a floating charge
over all other assets of the Company. This security ranks pari passu with the security for the
loans from First Citizens Bank Limited (see Note 13). An assignment of industrial all risks
insurance with coverage of US$57.7 million has also been executed in favour of the banks.

Revolving grain purchase loans have been provided by the following to finance the

importation of grain (See Note 13):
2013 2012
US$0060 Us$ 000
Export Import Bank of Trinidad & Tobago (Eximbank) Ltd 5,893 2,676
Gavilon LLC 3,284 2,986
Citibank (Trinidad and Tobago) Limited 3,780 6.000
12,957 11,662
$000 $000
TTD equivalent 82,926 74,636
2013 2012
$000 $°000

Accounts Receivable and Prepayments

Trade receivables 67,386 65,838
Prepayments 2,663 7,137
Sundry receivables 9,025 14,019
79,074 86,944

Included in accounts receivable and prepayments is $3.6 million due from the Government of
the Republic of Trinidad and Tobago (GORTT). This amount is as a result of the Company
offering discounts to ciistomers to pass on to the public on specific produets in December

2013 at the request of the GORTT.

20



NATIONAL FLOUR MILLS LIMITED

Notes to the Financial Statements

December 31, 2013
(Expressed in Trinidad and Tobago Dollars)

8.

Accounts Receivable and Prepayments (continued)

The maximum exposure fo credit risk at the reporting date is the carrying value of each class
of receivable mentioned above. The credit risk exposure for trade receivables at the

reporting date by type of countetparty was:

2013 2012
32000 $°000
Wholesalers 14,070 16,041
Industrial 12,569 13,154
Export 3,989 4,520
Feed 12,181 11,819
Retailers . 17,656 18,150
Other ' 6,921 2,154
67,386 65,838
The aging analysis of trade receivables at the reporting date was;
Gross Impairment Gross  Impairment
2013 2013 2012 2012
$°000 3000 $2000 $000
Not past due 38,616 - 34,408 -
Past due:
1-2 months 16,977 - 16,711 -
2-3 months 5,261 - 5,276 -
3-6 months 2,955 - 3,554 -
over 6 months 24,706 21,129 26,241 20,352
88,515 21,129 86,190 20,352

The movement in the impairment allowance during the year was as follows:

2013 2012

$°000 5000

Balance at January 1 20,352 14,920
Allowance charged to profit for the year 777 5.432
21,129 20,352

Balance at December 31
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9. Tnventories

Raw materials

Packaging materials

Finished products

Maintenance spates

10.  Retirement Benefit Asset

Present value of defined benefit obligation
Fair value of Plan asscts

Recognised asset for defined benefit obligation

@) Change in defined benefit obligafions

Defined benefit obligation at start of year

Benefits paid

Current service cost

Interest cost

Members’ contributions

Remeasurements:

- experience adjusiments

- actuarial losses from changes in financial assumptions

Defined benefit obligation at end of year

2013 2012
$2000 $2000
61,919 55,505
3,791 3,676
8,788 8,268
12,850 9.794
87,348 77,243
Restated
2013 2012
$000 $000
(150,182) (139,207)
165,375 150,545
15,193 11,338
(139,207 (121,533)
3,926 5,660
(5,065) (4,447)
(6,863) (6,531)
(1,842) (1,344)
(1,131 (797)
- (10.215)
(150,182) (139.207)
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. 10.  Retirement Benefit Asset (continued)

) The defined benefit obligation is allocated between the Plan’s membets as follows:

- Active
- Deferred members
- Pensioners

6%
18%
26%

The weighted average duration of the defined bencfit obligation at the year end 15.8

years.

96% of the value of the benefils for active members is vested,

32% of the defined benefit obligation for active members is conditional on

increases,

¢) Change in plan assefs

Plan assets at start of year
Company contributions
Members’ coniributions
Benefits paid

Interest Income

Return on plan assets
Expense allowance

Plan assets at end of year
Actual return on Plan assets

d) Asset allocation

Locally listed equities
Overseas equities
TT$-denominated bonds

Non-TT$-denominated bonds (mainly US
Mutual funds (short-term securities)

Cash and cash equivalents
Other (immediate annuity policics)

Fait value of Plan assets at end of year

futore salary

Restated
2013 2012
$000 $2000
150,545 137,620
5,430 3,843
1,842 1,344
(3,926) (5,660)
7,601 7,547
4,233 6,178
(350) (327)
165,375 150,545
11,834 13,725
42,865 29,940
10,235 8,425
76,792 59,918
14,330 14,589
1,679 6,884
7,171 18,299
12,303 12,490
165,375 150,545
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10

Retirement Benefit Asset (continued)

)

e)

g2

i)

Asset allocation (continued)
The Plan does not directly hold any assets of the Company.

Restated
2013 2012
$000 $000
Expense recognised in profit or loss
Current service costs 5,065 4,447
Interest on defined benefit obligation (738) (1,016)
Administration expenses 350 327
Net pension cost 4,677 3,758
Re-measurements recognized in othey comprehensive income
Experience (gains) losses (3,102) 4,834
Reconciliation of opening and closing staterment of
[financial position enfries
Opening defined benefit asset 11,338 16,087
Net pension cost (4,677) (3,758)
Re-measurements recognised in other comprehensive income 3,102 (4,834)
Company contributions paid 5430 3.843
15,193 11,338

Closing defined benefit asset

The Company expects fo coniribute $4.503 million to its defined benefit pension plan in
2014.

Summary of principal assumptions

2013 2012

Discount rate at December 31 5.00% 5.00%
Future salary increases 4,75% 4,75%
0.00% 0.00%

Future pension increases
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1. Property, Plant and Equipment

Plant

Industrial  Machinery  Office Furniture,

and Office and Equipment and

Buildings Eguipment  Motfor Vehicles Total

$°000 $°000 $000 $°000

Year ended December 31, 2013
Cost/Valuation
At Janvary 1, 2013 160,227 326,884 28,942 516,053
Additions 122 1.446 488 2,056
At December 31, 2013 160,349 328,330 29.430 518,109
Accumulafed depreciation
At January 1,2013 48,469 292,524 27,394 368,387
Charge for the year 1,651 5,821 1,245 8,717
At December 31, 2013 50,119 298,345 28,639 377,104
Year ended December 31, 2012 ,
Cost/Valuation
At January 1, 2012 159,678 326,440 28,071 514,189
Additions 549 444 ' 871 1,864
At December 31, 2012 160,227 326,884 28.942 516,053
Accumulated depreciation
At January 1, 2012 47,378 285,006 25,856 358,240
Charge for the year i 1,091 7,518 1,538 10,147
At December 31, 2012 48.469 292,524 27.394 368,387
Net book value _
At December 31, 2013 110,230 29,985 791 141,006
At December 31, 2012 111,758 34,360 1,548 147,666

The property, plant and equipment are subject fo a registered debenture to secure bank borrowings

(see Note 12).
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11.  Property, Plant and Equipment (continued)

f If buildings and plant and machinery were stated at historical cost, the catrying amounts

5 would be as follows:
! 2013 2012
$000 $000
‘ Industrial and office buildings 100,343 106,659
Plant and machinery _29.977 34,361

130,320 141,020

12. Trademarks

] ) Cost

End of year 17,312 17,312
Accumulatfed amortisation
Beginning of year 13,083 11,851
Charge for the year 1,232 1,232
End of year 14315 13,083
Net book value 2,997 4,229
13.  Loans and Borrowings
Interest Maturity 2013 2012
Rate Dafe $000 $000
First Cifizens Bank Limited ,
Tranche B 6.18%  January 2015 7,663 12,771
Other secured advances (see Note 7) 82,920 74,636
Total loans and borrowings _ 90,589 87,407
Less current portion (88,035) (79,744)
2,554 7.663

Notn-current portion
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13. Loans and Borrowings (continued)

The First Citizens Bank Limited loan is secured by a debenture and collateral morigage,

stamped to cover $90 million ranking pari passu with the security for the bank overdraft

facilities (see Note 7). It is repayable in semi-annual instalments ending in January 2015,

14, Maturity of Financial Liabilities

The following are the contractual maturities of financial liabilities, including estimated interest

paymentis;
Catrying Contractual 6 Months  6-12 12 2-5
Amount Cash Flows _ or Less Months Yeats Years
$000 $000 $000 $°000 $7000 $°000
December 31,2013
Secured bank loans 7,663 8,138 2,793 2,711 2,034 -
Other secured advances 82,927 83,685 83,085 - - -
Finance lease liability 546 597 400 197. - -
Trade and other _
payabies 23,887 23,887 23,887 - - -
Bank overdraft 28,710 28,710 28.710 - - -
145,017 139.475 2.908 2,634 -
December 31, 2012
Secured bank loans 12,771 13,957 2,952 2,867 8,138 -
Other secured advances 74,636 75,268 75,268 - - -
Finance leage liability 1,275 1,405 400 400 605 -
Trade and other
payables 36,655 36,655 36,655 - - -
Bank overdraft 57,086 57,086 57,086 - - -

184371 172,361 3.267 8,743 -
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15,

16.

Deferred Taxation

Movement in deferred income fax liability:

Balance at beginning of year
Charge to the income statement
Recognition in other comprehensive income

Balance at end of year

Deferred taxation is attributable to the following items:

Tax losses carried forward

Excess of net book value of property, plant and equipment
over tax written-down value

General provision for bad debts

Remeasurement of retirement benefit asset

Retirement benefit asset

Stated Capital

Authorised .
Unlimited number of ordinary shares of no par value

Issued and fully paid
120,200,000 ordinary shares of no par value

2013 2012
$°000 $7000
8,696 5,249
6,440 4,656
775 (1,209)
15911 8,696
(17,890)  (24,705)
30,001 30,631
- (63)
775 (1,209)
3,025 4,042
15911 8,696
120,200 120,200
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17.

18.

2013 2012
A $°000 $°000
Profit before Taxation

Profit before taxation is arrived at afler charging:
Salaries and wages 57,932 60,549
Bank interest and charges 10,013 11,743
Depreciation — current year 8,717 10,147
Amortization of frademarks 1,232 1,232
Operating lease rentals 1,005 1,150
707 558

Directors’ fees

The average number of

persons employed by the Company duiing the year was 355 (2012:

356),
2013 2012
$°000 $000
Taxation
Deferred tax (see Note 15) 6,438 4,656
Business levy 910 894
Green Fund levy 455 447
7.803 5.997
The Company’s effective tax rate of 33% (2012: 30%) differs
from the statutory tax rate of 25% as follows:
Profit before taxation 26,673 17,945
Tax calculated at 25% ' 6,668 4,486
Non-taxable income (187) (187)
Green Fund levy . 455 447
Business levy 910 894
Expenses not deductible for tax purposes 167 669
Deferred tax prior year over provision (210} (312)
7,803 5,997
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19,

20.

Taxation (continued)

The Company was audited by the Board of Inland Revenue for 2005 Corporation Tax. Based
on the assessment it was indicated that an adjustment to reduce the tax losses by $16 million
was requited, The Company has filed an appeal against this assessment. According fo the
Company’s tax computation, the Company has tax losses of approximately $72 thousand
available to cairy forward against future taxable profits,

Earnings per Share

Eefmings per share is calculated by dividing the profit attributable to ordinary shareholders of
$18,870 thousand (2012: $11,948 thousand) by the weighted average number of oidinary
shares outstanding of 120,200,000 (2012; 120,200,000).

Only basic earnings per share are presented as there are no pofentially dilutive share oplions
in issue.

Related Party Transactions

A number of transactions are enfered info with related patties in the normal cowse of
business. These transactions were catried out on commercial terms at market rates,

@) Balances and transaction with key management personnel durmg the year were as

follows:
2013 2012
$°000 3000
Key management compensation
Short-term benefits 4,067 3,934
Post employment benefits 467 448
4.534 4,382

b) National Flour Mills Limited (NFM) has an agreement with the Ministry of Food
Production, Land and Marine Resources which allows for NEM fo purchase all rice
paddy from local rice farmers, The amount paid is reimbursable by the Minisiry to NFM,
This amount as well as the proceeds for the sale of the processed rice (which is
reimbursable by NFM to the Ministry) is recorded in a Consolidated Account,
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20.

210

Related Party Transactions (continued)

The following amounts ate included in sundry recefvables and accounts payable:

Amount due to NFM

Balance on Consolidated fund
Finance and Operating Lease Commitments
During 2010, the Company
silo scale with a lease term of four years,

equipment for a nominal amount at the concly

Finance leases liabilities are payable as follows:

Balance outstanding
As at 31 December

2013 2012
$°000 $°000
10,434 4,332
9.404 9,250

entered into a finance lease agreement fo acquire an automatic
The Company has the option to purchase the

sion of the lease agreement,

Present Value
Future Minimum

Future Minimum
Lease Payments Interest Lease Payments
2013 2012 2013 2012 2013 2012
$°000 $000  $°000 3000 $2000 $°000
Less than one year 597 801 51 72 546 729
Between one and five yeats - 597 - 5] - 546
597 1,398 51 123 546 1,275

Minimum lease payments under non-

Less than one year
Between one and five years

canceliable operating leases are as follows:

2013 2012
32000 5000
1,064 362
1,660 - 450
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22.

23,

Contingent Liabilities

As at December 31, 2013, the Company had contingent liabililies in respect of pending
litigation,
Based on legal advice, the Directors believe that the Company will be successful in these

actions. However, if defence against the action(s) is unsuccessful, the pofential liability for
damages and costs amounts to approximately $330 thousand (2012: $NIL,).

Operating Segments

The Company has two reportable segments, as described below, which are the Company’s
strategic divisions. The strategic divisions offer different products and services, and are
managed separately because they require different technology and marketing sirategies. For
each of the strategic divisions, the Company’s Chief Executive Officer (CEO) reviews internal
management repotts monthly. The following summary describes the operations in each of the

Company’s reporfable segments:

» Foodstuff. Includes manufacturing and distributing flour, flour by products and rice.

» Animal feed, Includes manufacturing and distribution of feed products for animals
Other operations include the purchase and sale of imported dry goods, and grain.

Information regarding the results of each reportable segment is included below. Performance is
measured based on segment gross profit, as included in the internal management reports that
are reviewed by the Company’s CEO. Segment profit is used to measure performance as
management believes that such information is the most relevant in evaluating the results of

certain segments relative to other entities that operate within these industiies.
Financial information regarding assets and liabilities by opetaling segment is not reported on a
regular basis to the Company’s CEO.

Food stuff Animal Feeds Other Total
2013 2012 2013 2012 2013 2012 2013 2012

5000 $°000 §°000 %000 $000 $°000 $000 $000

External revenue 12224 312423 118,178 103,068 27496 30772 457.897 446263

Depreciation

and amortisation 7.310 7261 _ 2.086 3,305 552 813 0949 11,379

Gross profit 59496 66268 _26,056 18,368 497 ___ S5.588 86,049 90,224
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