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National Flour Mills Limited

Statement of Management’s Responsibilities
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Management is responsible for the following:

* Preparing and fairly presenting the accompanying consolidated financial statements of National Flour
Mills Limited, which comprise the consolidated statement of financial position as at 31 December
2019, the consolidated statement of comprehensive income, consolidated statement of changes in
equity and consolidated statement of cash flows for the year then ended, and a summary of significant
accounting policies and other explanatory information;

* Ensuring that the Group keeps proper accounting records;
» Selecting appropriate accounting policies and applying them in a consistent manner;

* Implementing, monitoring and evaluating the system of internal controls that assures security of the
Group's assets, detection/prevention of fraud, and the achievement of Group operational efficiencies;

* Ensuring that the system of internal controls operated effectively during the reporting period;

¢ Producing reliable financial reporting that comply with laws and regulations, including the
Companies Act; and

e Using reasonable and prudent judgement in the determination of estimates.

In preparing these audited consolidated financial statements, management utilised the International
Financial Reporting Standards, as issued by the International Accounting Standards Board and adopted
by the Institute of Chartered Accountants of Trinidad and Tobago. Where International Financial
Reporting Standards presented alternative accounting treatments, management chose those considered
most appropriate in the circumstances,

Nothing has come to the attention of management to indicate that the Group will not remain a going
concern for the next twelve months from the reporting date; or up to the date the accompanying
consolidated financial statements have been authorised for issue, if later.

Management affirms that it has carried out its responsibilities as outlined above.

%—-&9 Fl /4
Director

30 April 2020 30 April 2020

Director
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Independent auditor’s report

To the Shareholders of National Flour Mills Limited

Report on the audit of the consolidated financial statements

Qur opim'or_l
In our opinion, the consolidated financial statements present fairly, in all material respects, the consolidated
finanecial position of National Flour Milis Limited (the Company) and its subsidiary (together ‘the Group'} as

at December 31, 2019, and their consolidated finanecial performance and their consolidated cash flows for the
year then ended in accordance with International Financial Reporting Standards.

What we have audited

National Flour Mills Limited’s consolidated financial statements comprise:
the consolidated statement of financial position as at December 31, 2010;

the consolidated statement of comprehensive income for the year then ended;
the consolidated statement of changes in equity for the year then ended;

the consolidated statement of cash flows for the year then ended; and

the notes to the consolidated financial statements, which include significant accounting policies.

Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditor’s responsibilities for the audit of the
consolidated financial statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Independence

We are independent of the Group in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (IESBA Code). We have fulfilled our other ethical
responsibilities in accordance with the IESBA Code.

PricewaterhouseCoopers, PO Box 550, 11-13 Victoria Avenue, Port of Spain, Trinidad, West Indies
T: (868) 299 0700, F: (868) 623 6025, www.pwc.com/tt
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Independent auditor’s report (continued)

Our audit approach
Overview o
Overall group materiality: TT$1.53 million, which represents 5% of
average profit before tax over the last three (3) years.
Materiality
» The Group audit included the full scope audit of the Company and the audit
Group of certain material balances of the Employee Share Ownership Plan. There
scoping are no other subsidiaries.
Key audit » Impairment assessment of the Group
tt ; g
it » Valuation of the retirement benefit asset and the medical and life insurance
plan liability
Audit scope

As part of designing our audit, we determined materiality and assessed the risks of material misstatement in
the consolidated financial statements. In particular, we considered where management made subjective
judgements; for example, in respect of significant accounting estimates that involved making assumptions
and considering future events that are inherently uncertain. As in all of our audits, we also addressed the risk
of management override of internal controls, including, among other matters, consideration of whether
there was evidence of bias that represented a risk of material misstatement due to frand.

How we tailored our group audit scope

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an opinion on
the consolidated financial statements as a whole, taking into account the structure of the Group, the
accounting processes and controls, and the industry in which the Group operates.

The Company has no interests in other entities, other than the Employee Share Ownership Plan, where audit
procedures were performed on certain account balances included in the consolidated financial statements.

Materiality

The scope of our audit was influenced by our application of materiality. An audit is designed to obtain
reasonable assurance whether the consolidated financial statements are free from material misstatement.
Misstatements may arise due to fraud or error. They are considered material if, individually or in aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of the
consolidated financial statements.

Based on our professional judgement, we determined certain quantitative thresholds for materiality,
including the overall group materiality for the consolidated financial statements as a whole as set out in the
table below. These, together with qualitative considerations, helped us to determine the scope of our audit
and the nature, timing and extent of our audit procedures and to evaluate the effect of misstatements, both
individually and in aggregate, on the consolidated financial statements as a whole.

(3)



Independent auditor’s report (continued)

Overall group materiality TT$1.53 million

How we determined it 5% of average profit before tax over the last three (3) years

Rationale for the materiality ~ We chose profit before tax as the benchmark because, in our view, it is
benchmark applied the benchmark against which the performance of the Group is most

commonly measured by users, and is a generally accepted benchmark.
We chose 5% which is within a range of acceptable benchmark
thresholds and used average profit before tax for the last 3 years due to
the historic volatility of earnings.

We agreed with the Audit Committee that we would report to them misstatements identified during our
audit above TT$46,000, as well as misstatements below that amount that, in our view, warranted reporting
for qualitative reasons.

Key audit matters
Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters.

Key audit matter How our audil addressed the key audit matter

Impairment assessment of the Group We m_msidered the method used by_management.to perform the
impairment assessment for the entity and found it to be

Refer to notes 2(n), 3(b) and 28 to the consolidated  apnrgpriate based on the requirements of the accounting
financial statements for disclosures of related standards.

accounting policies and balances.

We tested management’s assumptions used in their impairment
testing model, including the future cash flow projections,
discount rate and growth rates applied. The following
procedures were performed:

The carrying value of the net assets of the Group as
at 31 December 2010 is TT$253m. The market
capitalisation of the Group is TT$162m at the
reporting date. Under 1AS 36: 'Impairment of non-

financial assets’, this is an indicator of potential - we obtained management’s discounted cash flow mode!

impairment. Accordingly, management prepared an (DCF) including qualitative and quantitative analyses and

impairment assessment for the entity, obtained an understanding of the process used by
management to determine the recoverable amount of the

Mo impairment loss is recognised if the recoverable business;

amount exceeds thf.- can.-ying value of the net assets. . we agreed and tested the mathematical accuracy,

In performing the impairment assessment, including verifying spreadsheet formulae, of the DCF model;

management determined the recoverable amount

using discounted cash flows to estimate the value- +  we agreed the 31 December 2019 base year financial

in-use, being the present value of future expected information to the current year resuits;

cash flows. This involves subjective judgements in
relation to forecasting future cash flows and is
sensitive to growth rates and discount rates applied
to the future cash flows with the key assumptions
being:

we verified management’s key assumptions as follows;

(4)
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Independent auditor’s report (continued)

Key audit maticer

Revenue growth rates
»  EBITDA

+  Weighted average cost of capital
("WACC™)

During the year, management developed a number
of planned strategies, reflected in the key
assumptions, which will continue to be
implemented in 2020. These initiatives include;

- Changes in key management and revamped
sales strategies emploved to achieve the
Group’s strategy and targets;

-  Expansion of the Group's product portfolio
utilising existing plant capacity;

- Sustained use of promotions, together with
increased marketing of the Group's
products, through education of the public
of its products and associated health
henefits;

-  Leveraging of brand loyalty for long-
standing product offerings and reducing
the levels of historical discounts provided
to customers.

We focused our attention in particular on
management's forecasts for revenue growth over the
next 5 years, as well as its plans for operational
efficiencies, in light of the inherent subjectivity in
forecasting the impact of the implementation of the
planned strategies and initiatives on future financial
performance.

How our audit addressed the Key andil matter

Revenue growth rates - we evaluated management’s
assumptions for the next 5 years, whilst considering any
contrary evidence, including assessing management's planned
strategies and the reasonableness of management's forecasted
revenue, We also assessed the economic outleok for Trinidad
and Tobago, as well as the projected growth, to determine
whether management's growth rates were reasonable in the
circumstances existing at the balance sheet date,

EBITDA - we compared gross margins to historical results and
assessed management’s plans for achieving operational
efficiencies and evaluated the projected gross margins in
conjunction with our assessment of revenue growth rates
outlined above. We further reviewed the global outlook on
commodity prices supporting the future price per unit
assumptions over raw materials to determine whether they were
reasonable in the circumstances existing at the reporting date.

WACC & Terminal Value - with the assistance of our
internal valuation specialists, we assessed certain kev inputs
within the WACC calculation, including the cost of equity and
terminal value. We developed a range of parameters using
available market inputs and performed sensitivity analyses
using these parameters to determine the reasonableness of
management's estimate.

Further, we:

considered subsequent events and any associated
impact on the entity’s cash flows and forecast estimated
based on conditions existing at the balance sheet date.

performed further sensitivity analysis by looking at the
impact of changes in management's revenue growth rates
and EBITDA margins in addition to that performed over the
WACC described above,

Based on the procedures performed above, we found the
assumptions to be consistent and in line with our expectations
and no impairment provision was identified.




Independent auditor’s report (continued)

Valuation of the retirement benefit asset
and the medical and life insurance plan
liability

Refer to notes 2(0), 3(a), 9 and 10 lo the

consolidated financial statements for disclosures of
related accounting policies and balances.

The Group sponsors a defined benefit pension plan
and a medical and life insurance plan. As at 31
December 2019, the Group reported:

a net retirement benefit asset of TT$23.2m,
which represents §% of total assets, comprised of
plan assets valued at TT$214m (of which
TT$108m is not based on observable market
data), and a defined benefit obligation of
TT$191m,

a medical and life insurance plan liability of
TT$21.8m which represents 11% of total liabilities.

The valuation of the retirement benefit asset and the
medical and life insurance plan liability is
considered an area of focus as it requires significant
levels of judgement and technical expertise in
determining appropriate assumptions. Changes in a
number of key assumptions could have a material
impact on the calculation of the asset/ liability
including;

discount rates;
mortality rates;

salary increases; and
medical inflation rates

Management utilises an independent external
actuary to perform certain calculations with respect
to the estimated obligations. The actuary focuses in
particular on the medical inflation rates which are
actuarial assumptions determined based on their
experience with this, as well as other similar plans,

Management utilises the work of the plan's
institutional Trustee to perform the valuation of the
plan’s assets that are not traded on active markets.
The fair value of the plan assets are based on a
model developed by the Trustee to value these
unquoted investments. Significant judgement and
assumptions are utilised due to the limited external
evidence available to support the valuations.

‘We tested the key assumptions, including the discount rates,
mortality rates and salary increase assumptions for the pension
asset and medical and life insurance liability by performing the
following:

Discount rates - the rates used by management were
compared to the yield of a Government of Trinidad &
Tobago bond of a similar period to determine if the rate
used was reasonable.

Mortality rates - the rates were compared to relevant
publicly available statistics for Trinidad & Tobago.

Salary increases - salary increases were compared to
historical increases, taking into account the current
economic climate as well as terms specified in the existing
trade union agreements as applicable in determining their
reasonableness,

We performed the following procedures over the assumptions
used in the medical inflation rates calculation:

- assessed the independence and competence of the
actuary used by management to calculate the pension
obligation and medical and life insurance liability to
determine whether they were qualified and whether there
was any affiliation to the Group.

evaluated the methodelogy used by management’s
independent expert and assessed whether it was consistent
with prior periods and in compliance with the relevant
reporting standard.

tested the census data used in the actuarial caleulation
by comparing it to personnel files,

We further performed testing of the pension plan assets,
focusing on the valuation of those assets. For more judgemental
valuations, which may depend on unobservable inputs, we
evaluated the assumptions, methodologies and models used by
management to determine whether they were within a
reasonable range of outcomes in the context of the inherent
valuation uncertainties disclosed in the consolidated financial
statements,

There were no material exceptions noted in our testing of the
valuation of the pension assets, the defined benefit obligation
and the medical and life insurance plan liability.

(6)
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Independent auditor’s report (continued)

Other information
Management is responsible for the other information. The other information comprises the Annual Report

2019 (but does not include the consolidated financial statements and our auditor’s report thereon), which is
expected to be made available to us after the date of this auditor’s report.

Our opinion on the consolidated financial statements does not cover the other information and we will not
express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information identified above when it becomes available and, in doing so, consider whether the other
information is materially inconsistent with the consolidated financial statements or our knowledge obtained
in the audit, or otherwise appears to be materially misstated.

When we read the Annual Report 2019, if we conclude that there is a material misstatement therein, we are
required to communicate the matter to those charged with governance,

Responstbilities of management and those charged with governance for the consolidated
financial statements

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

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

In preparing the consolidated financial statements, management is responsible for assessing the Group's
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless management either intends to liquidate the Group or to cease
operations, or has no realistic alternative but to do so,

Those charged with governance are responsible for overseeing the Group's financial reporting process.

Auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor's report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these
consolidated financial statements.



Independent auditor’s report (continued)

Auditor’s responsibilities for the audit of the consolidated financial statements (continued)

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
scepticism throughout the audit. We also:

s Identify and assess the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resuiting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

o  Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group's internal control.

» Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

» Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group's ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to
the related disclosures in the consolidated financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Group to cease to continue as a
going concern,

o Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the underlying
transactions and events in a manner that achieves fair presentatton.

» Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements. We
are responsible for the direction, supervision and perfermance of the group audit. We remain solely
responsible for our audit opinion,

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters
that may reasonably be thought to bear on our independence, and where applicable, related safegnards.

From the matters communicated with those charged with governance, we determine those matters that were
of most significance in the audit of the consolidated financial statements of the current period and are
therefore the key audit matters, We describe these matters in our auditor's report unless law or regulation
precludes public disclosure about the matter or when, in extremely rare circumstances, we determine that a
matter should not be communicated in our report because the adverse consequences of deing so would
reasonably be expected to outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent auditor’s report is Haseeb Mohammed.

Pr*tc.e,uw#cf tt-omﬁ.é}ofos

Port of Spain
Trinidad, West Indies
4 May 2020
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National Flour Mills Limited

Consolidated Statement of Financial Position
(Presented in Thousands of Trinidad and Tobago Dollars Unless Otherwise Stated)

As at
31 December
Notes 2019 2018
$ $
Restated
Assets
Non-current assels
Property, plant and equipment i 173,714 182,784
Intangible assets 12 5,773 6,137
Right of use asset 24 6,920 -
investments at fair value through OCI KH| 1,248 1,758
Retirement benefit asset 9 23,178 5,644
Deferred taxation 15 6.934 6,369
217,767 202,692
Current assels
Accounts receivable and prepayments 7 74,149 69,987
Amount due from the Government of the
Republic of Trinidad and Tobago (GORTT) 21 18,274 17.935
Inventories 8 65,296 76,699
Restricted deposit 6 16,542 31,981
Tax recoverable 9,001 8,775
Cash and cash equivalents 5 43,578 44,285
226 840 247 562
Total assets 444 607 450,254
Liabilities and equity
Non-current liabilities
Deferred taxation 15 47 486 44,234
Medical and life insurance plan 10 21,833 19,532
Lease liability 24 5,821 -
Borrowings 14 - 15,826
75,140 79,592
Current liabilities
Accounts payable and accruals 13 32,545 35,048
Amount due to the Government of the
Republic of Trinidad and Tobago (GORTT) 21 17,321 15,968
Lease liability 24 1,038 -
Borrowings 14 64 645 72,782
115549 123 798
Total liabilities 190,689 203,390
Shareholders’ equily
Stated capital 16 120,200 120,200
Treasury shares 27 (3,125) {3,175)
Retained earnings 138,165 130,651
Other reserves (1,322) (812)
253,918 246,864

Total liabilities and equity

A N I [ I .

— 444607 __450.254

The notes on pages 13 to 59 are an integral part of these consolidated financizal statements.

On 30 April 2020, the Board of Directors of National Flour Mills Limited authorised these consolidated financial

statements for issue.

Director Director

(9)



National Fiour Mills Limited

Consolidated Statement of Comprehensive Income
{Presented in Thousands of Trinidad and Tobago Dollars Unless Otherwise Stated)

Revenue
Cost of sales
Gross profit

Expenses

Selling and distribution expenses
Administration expenses

Other operating income

Operating profit
Net finance cost

Profit before taxation
Taxation charge

Profit for the year

Other comprehensive income

ltems that would be reclassified in profit and loss
Re-measurement of retirement benefit asset
Re-measurement of medical and life insurance plan
Deferred tax

Loss on investment at fair value through OCI

Other comprehensive income/(loss} net of tax

Total comprehensive income for the year
Earnings per share

Basic earnings per share

Diluted earnings per share

Notes

26,29
18
26
18

18
22

17

15

10
15
31

Year ended
31 December
2019 2018
5 $
Restated

412,476 432,119
{321,112) (314,122)
91,364 117,997
(38,657) (40,226)
(47,127) (49,587)
9,214 7,362
14,794 35,546
{4,731) (3,810)
10,063 31,736
(3,930) {11,141)
6,133 20,595
16,363 (15,856)
(1,856) (613)
(4,352) 4572
{510) (409)
9,645 (12,306)
15,778 8,289
5¢ 17¢
5¢ 17¢

The notes on pages 13 to 59 are an integral part of these consolidated financial statements.

(10)
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National Fiour Mills Limited

Consolidated Statement of Changes in Equity
(Presented in Thousands of Trinidad and Tobago Dollars Unfess Otherwise Stated)

Balance as at 1 January 2018
Adjustment to opening retained earnings for
adoption of IFRS 9

Total comprehensive income:
Restated profit for the year
Loss on investment

Actuarial loss for the retirement benefit
asset and medical and life insurance plan

Increase in treasury shares

Transactions with owners of the Company:
Dividends declared

Balance as at 31 December 2018 - restated

Year ended 31 December 2019

Balance as at 31 December 2018 restated
Total comprehensive income
Profit for the year
Loss on invesiment
Actuarial gain for the retirement benefit
asset and medical and life insurance plan
Other movements
Movement in Treasury Shares
Transactions with owners of the Group:
Dividends declared

Balance as at 31 December 2019

Notes

2(y)
31

31

Stated Treasury Other Retained

capital shares reserves earnings Total
$ $ $ $ $

120,200 {2,633) (403) 135,568 252,732
= - = {(1.585) (1.595)

120,200 (2,633) (403) 133,973 251,137
- - - 20,595 20,595
- - (409) - (409)
- = - (11,897) (11,897)
- (542) - - (542)

- (12,020} (12,020)

—120.200 _(3.175)  (812) 130,651 246,864

120,200 (3,175)  (812) 130,651 246,864
= 6,133 6,133
- - (510) - (510)
. ~ - 10,155 10,155
- (360) (360)
= 50 = - 50
- ~ ~  (8414) __ (8.414)

120,200 (3.125) (1.322) 138,165 253,918

The notes on pages 13 to 59 are an integral part of these consolidated financial statements.
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National Flour Mills Limited

Consolidated Statement of Cash Flows
(Presented in Thousands of Trinidad and Tobago Dollars Unless Otherwise Stated)

Year ended
31 December
Notes 2019 2018
$ $
Restated
Profit before taxation 10,063 31,736
Adjustments for:
Depreciation 11 15,472 14,516
Amortisation 12, 24 2,494 601
Interest expense 4780 5273
Retirement benefit and medical plan expense 9,10 7,131 6,359
Gain on disposal of lease [iability - (411)
Lease interest expense 291 -
Interest income (491) (732)
Capitalised borrowings 658 578
Remeasurement of treasury shares - (542)
Dividend income (481) (678)
Discounting of receivables 637 -
Gain or loss on foreign exchange (322) {53)
Increase in provision for doubtful accounts 2,798 3,706
Operating profit before working capital changes 43,030 60,353
Changes in working capital:
Increase in accounts receivable and prepayments {7.387) (3,351)
and restricted deposit
Decreasef(increase) in inventories 11,303 {14,974)
Decrease in accounts payable and accruals (2,670) (9,080)
Increase in amounts due toffrom GORTT 804 722
Cash generated from operating activities 45,080 33,670
Interest paid (4.838) (6.278)
Taxes paid (7.823) {11,911)
Net cash generated from operating activities 32,419 15,481
Cash fiows from investing activities
Restricted deposit 15,439 44 620
Disposal of asset 85 --
Purchase of property, plant and equipment 11 {(6.961) (18,823)
Dividend income 22 481 678
Retirement benefit asset contributions paid 9 (6,609) {5,367)
Interest received on loans 17 491 732
Medical and Life insurance Plan contributions paid 10 (1,248) {779)
Purchase of intangible assets 12 {1,369} {2,373}
Net cash generated from investing activities 309 18.688
Cash flows from financing activities
Borrowings drawn - 37,455
Borrowings repayment (24,513) (68,440)
Dividends paid (8,414) (13,879)
Lease interest paid (217) -
Finance lease liability repaid (291) {472)
Net cash used in financing activities {33,435) {45.336)
Net decrease in cash and cash equivalents (707) (11,167)
Cash and cash equivalents at the beginning of the year 44,285 55452
Cash and cash equivalents at the end of the year 5 __ 43578 ___ 44285
The notes on pages 13 to 59 are an integral part of these consolidated financial statements.
(12)
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National Flour Mills Limited

Notes to the Consolidated Financial Statements
31 December 2019
{Presented in Thousands of Trinidad and Tobago Dollars Unless Otherwise Stated)

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 14 April 1998,

The Company and its subsidiary {together, the Group) principal activities are the production and distribution
of food products and animal and poultry feeds. The Group's major shareholder is National Enterprises
Limited owning 51% of the issued share capital. The Group's registered office is 27-29 Wrightson Road,
Port of Spain. The ultimate shareholder is the Government of the Republic of Trinidad and Tobago.

Summary of significant accounting policies

The principal accounting policies applied in the preparation of these consolidated financial statements are
set out below. These policies have been consistently applied to all the years presented, unless otherwise
stated.

a. Basis of preparation
(i) Statement of compliance

These consolidated financial statements have been prepared in accordance with International
Financial Reporting Standards (IFRS) and interpretations issued by the IFRS Interpretations
Committee (IFRS IC) applicable to companies reporting under iIFRS. The consolidated financial
statements comply with IFRS as issued by the International Accounting Standards Board (IASB).
The consolidated financial statements have been prepared on a historical cost basis, except for
investments at fair value through other comprehensive income and defined benefit plans where
plan assets are measured at fair value.

The preparation of the consolidated financial statements in conformity with IFRS requires the use of
certain critical accounting estimates and requires management to exercise its judgement in the
process of applying the Group'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
liabilities at the date of the consolidated financial statements and the reported amounts of income
and expenditure during the reporting period. Actual results may differ from these estimates. The
areas involving a higher degree of judgement or complexity, or areas where assumptions and
estimates are significant to the consolidated financial statements are disclosed in Note 3.

(i) Principles of consolidation
Subsidiaries

Subsidiaries are all entities {including structured entities) over which the group has control. The
Group controls an entity when the group is exposed to, or has rights to, variable returns from its
involvement with the entity and has the ability to affect those returns through its power to direct the
activities of the entity. Subsidiaries are fully consolidated from the date on which control is
transferred to the Group. They are deconsolidated from the date that control ceases.

Intercompany transactions, balances and unrealised gains on transactions between Group
companies are eliminated. Unrealised losses are also eliminated unless the transaction provides
evidence of an impairment of the transferred asset. Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with the policies adopted by the Group.

(i} Changes in accounting policies and disclosures
(a) New and amended standards adopted by the Group

In the current year, the Group has appiied new standards and amendments issued by the
International Accounting Standards Board ('IASB’) that are mandatorily effective for their
accounting period commencing 1 January 2019.

(13)



National Flour Mills Limited

Notes to the Consolidated Financial Statements (continued)
31 December 2019
(Presented in Thousands of Trinidad and Tobago Dollars Unless Otherwise Stated)

2 Summary of significant accounting policies {continued)
a. Basis of preparation {continued)
(i) Changes in accounting policies and disclosures (continued)
(a) New and amended standards adopted by the Group (continued)
s |FRS 16 Leases
= Prepayment Features with Negative Compensation — Amendments to IFRS 9
s Long-term Interests in Associates and Joint Ventures — Amendments to 1AS 28
¢ Annual improvements to IFRS Standards 2015 — 2017 Cycle
e Plan Amendment, Curtailment or Settiement — Amendmenis to IAS 19
+ Interpretation 23 Uncertainty over Income Tax Treatments

Other than IFRS 16, the other amendments listed above did not have any impact on the
amounts recognised in prior periods and are not expected to significantly affect
the current or future periods. The impact of IFRS 16 is further described below.

The Group has adopted IFRS 16: |_eases, retrospectively from 1 January 2019, but has not
restated comparatives for the 2018 reporting period, as permitted under the specific transition
provisions in the standard. The reclassifications and the adjustments arising from

the new leasing rules are therefore recognised in the opening balance sheet on 1 January 2019.
The new accounting policies are disclosed in Note 2 (e).

On adoption of IFRS 16, the group recognised lease liabilities in relation to leases which had
previously been classified as ‘operating leases' under the principles of IAS 17 Leases. These
liabilities were measured at the present value of the remaining lease payments, discounted using
the lessee’s incremental borrowing rate as of 1 January 2019. The weighted average lessee’s
incremental borrowing rate applied to the lease liabilities on 1 January 2019 was 6% for leases
with a remaining term of 5 and 6 years and 7.4% for leases with a remaining term of 40 years.

() Practical expedients applied

In applying IFRS 16 for the first time, the group has used the following practical expedients
permitted by the standard:

« applying a single discount rate to a portfolio of leases with reasonably similar
characleristics

¢ excluding initial direct costs for the measurement of the right-of-use asset at the date of
initial application, and

e using hindsight in determining the lease term where the contract contains options to
extend or terminate the lease.

The group has also elected not to reassess whether a contract is or contains a lease at the
date of initial application. Instead, for contracts entered into before the transition date the
group relied on its assessment made appiying IAS 17 and Interpretation 4 Determining
whether an Arangement contains a Lease.
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National Flour Mills Limited

Notes to the Consolidated Financial Statements (continued)
31 December 2019
(Presented in Thousands of Trinidad and Tobago Dollars Unless Otherwise Stated)

2 Summary of significant accounting policies {continued)

a. Basis of preparation (continued)

(iiiy Changes in accounting policies and disclosures (continued)
(a) New and amended standards adopted by the Group {continued)

(i1}

Measurement of lease liabilities

2019
$

Operating lease commitments as at 31 December 2018 12,967
Discounted using the lessee’s incremental borrowing

rate of at the date of initial application 7,316
{Less): low-value leases not recognised as a liability (240}
Lease liability recognised as at 1 January 2019 7,076
Of which are:
Current lease liabilities
Non-current lease liabilities 1,038

6,038

(i) Measurement of right-of-use assets

Right-of use assets were measured at the amount equal to the lease liability, adjusted by
the amount of any prepaid or accrued lease payments relating to that lease recognised in
the balance sheet as at 31 December 2018.

{iv) Adjustments recognised in the balance sheet as at 1 January 2019

(v)

The change in accounting policy affected the following items in the statement of financial
position on 1 January 2019:

Statement of Financial Position Extract

Non current asset Increase/(decrease)
Property, plant and equipment (474)

Right of use asset 7,682
Current liabilities

Finance lease liabilities 1,038

Non current liabilities
Finance lease liabilities 6,038

Lessor accounting

The group did not need to make any adjustments to the accounting for assets held as
lessor under operating leases (see note 24) as a result of the adoption of IFRS 16.
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National Flour Mills Limited

Notes to the Consolidated Financial Statements (continued)

31 December 2019
{Presented in Thousands of Trinidad and Tobago Dollars Unless Otherwise Stated)

2 Summary of significant accounting policies {continued)
a. Basis of preparation (continusd)
{iii) Changes in accounting policies and disclosures (continued)
{b) New standards and interpretations not yet adopted by the Group

Certain new accounting standards and interpretations have been published that are not
mandatory for 31 December 2019 reporting periods and have not been early adopted by the
group. These standards are not expected to have a material impact on the entity in the current
or future reporting periods and on foreseeable future transactions.

b. Going concern

Since the outbreak of COVID-19 in the first quarter of 2020, global financial markets have experienced,
and may coniinue to experience significant volatility and there are significant consequences for the
global and local economies from travel and border restrictions, quarantines, supply chain disruptions,
lower consumer demand and general market uncertainty. The extent and duration of the impact of
COVID-19 on the global and iocal economies and the sectors in which the Group and its customers and
suppliers operate is uncertain at this time, but it has the potential to adversely affect our business. As of
the date of management's approval of the financial statements, management was not aware of any
significant adverse effects on the financial statements for the year ended December 31, 2019 as a
result of COVID-19. Management will continue to monitor the situation and the impact on the Group.

The Group continues to prepare its financial statements on a going concern basis as it believes that this
pandemic will not have a significant impact on the operations and the ability of the entity to continue as
a going concern. Management has concluded this based on the following considerations:

(i) Sales- As a resuit of this post balance sheet event The Group has recorded higher than average
sales as citizens continue to purchase basic commodity items.

(il Raw Material Supply- The Group has contractual arrangements with grain suppliers and
international shippers to continue to the supply until July 2020. At this time, management does not
expect any significant issues in supply of raw material after July 2020. The production and transport
of grain is not labour intensive. The transhipment requires a crew of approximately twenty persons.
The Group is considered to be providing an essential commodity to the people of Trinidad and
Tobago and the government has signalled its intention to continue allowing shipments of grain into
the port.

(i) Production- The flour mill is highly automated and can be run remotely without much human
intervention. Some labour is required in the packaging area and this requirement can be fulfiiled
whilst maintaining social distancing guidelines.

{iv) Distribution- The government of Trinidad and Tobago has deemed food manufacturing companies
as essential services. This therefore indicates that The Group will have the ability to distribute its
products to all interested parties.

c. (i} Functlional and presentation currency

Items included in the consolidated financial statements are measured using the currency of the
primary economic environment in which the entity operates (‘the functional currency'). These
consolidated financial statements are presented in Trinidad and Tobago dollars, which is the
Group's functional currency.

{iiy  Foreign currency transactions and balances

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 transactions. The resuliing profits and losses on exchange from these activities are
recorded in the profit or loss within finance costs, expenses or other income.

(16)
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National Flour Mills Limited

Notes to the Consolidated Financial Statements (continued)

31 December 2019
(Presented in Thousands of Trinidad and Tobago Dollars Unless Otherwise Stated)

2 Summary of significant accounting policies

d.

Property, plant and equipment

Property, plant and equipment is carried at cost less accumulated depreciation and accumulated
impairment losses. Cost comprises purchase price and directly attributable costs. Subsequent costs
are included in the asset's carrying amount or recognised as a separate asset, as appropriate, only
when it is probable that future economic benefits associated with the item will flow to the Group and
the cost of the item can be measured reliably. The carrying amount of any component accounted for
as a separate asset is derecognised when replaced. All other repairs and maintenance are charged
to profit or loss during the reporting pericd in which they are incurred. Plant and machinery assets in
the course of construction are not depreciated. For all other property, plant and equipment,
depreciation is calculated on a straight-line basis to allocate cost less residual values of the assets
over their estimated useful lives as follows.

Years
Buildings up to 40 years
Plant and machinery including capital spares 5 - 25 years
Office equipment 4 —10 years
Motor vehicles shorter of the lease term and useful life 4 - 5 years

Residual values and useful lives are reviewed, and adjusted as appropriate, at each financial year-
end. An asset's carrying amount is written down immediately to its recoverable amount if the asset's
carrying amount is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount
and are included in profit or loss for the year.

Leases
Lessee accounting
(i) The group’s leasing activities and how these are accounted

The group leases various parcels of land on which its offices and plant operations are located and
warehouses, typically made for fixed periods of 6 months to 99 years but may have extension
options as described in (v) below.

Contracts may contain both lease and non-lease components. The group allocates the
consideration in the contract to the lease and non-lease components based on their relative
stand-alone prices. However, for leases of real estate for which the group is a lessee, it has
elected not to separate lease and non-lease components and instead accounts for these as a
single lease component.

Lease terms are negotiated on an individual basis and contain a wide range of different terms and
conditions. The lease agreements do not impose any covenants other than the security interests
in the leased assets that are held by the lessor. Leased assets may not be used as security for
borrowing purposes.

Untii the 2018 financial year, leases of property, plant and equipment were classified as either
finance leases or operating leases, see below for details. From 1 January 2019, leases are
recognised as a right-of-use asset and a corresponding liability at the date at which the leased
asset is available for use by the group.

(17}



National Flour Mills Limited

Notes to the Consolidated Financial Statements (continued)
31 December 2019
{Presented in Thousands of Trinidad and Tobago Dollars Unless Otherwise Stated)

2 Summary of significant accounting policies
e.  Lseases (continued)
(iy The group's leasing activities and how these are accounted {continued)

Assets and liabilities arising from a lease are initially measured on a present value basis. Lease
liabilities include the net present value of the following lease payments:
» fixed payments (including in-substance fixed payments), less any lease incentives receivable
» variable lease payment that are based on an index or a rate, initially measured using the
index or rate as at the commencement date
amounts expected to be payable by the group under residual value guarantees
the exercise price of a purchase option if the group is reasonably certain to exercise that
option, and
e payments of penaities for terminating the lease, if the lease term reflects the group exercising
that option.

Lease payments to be made under reasonably certain extension options are also included in the
measurement of the liability.

The lease payments are discounted using the incremental borrowing rate, being the rate that the
individual lessee would have to pay to borrow the funds necessary to obtain an asset of similar
value to the right-of-use asset in a similar economic environment with similar terms, security and
conditions.

To determine the incremental borrowing rate, the group:

* where possible, uses recent third-party financing received by the individual lessee as a
starting point, adjusted to reflect changes in financing conditions since third party financing
was received

s uses a build-up approach that starts with a risk-free interest rate adjusted for credit risk for
leases held by the Company, which does not have recent third-party financing, and

= makes adjustments specific to the leass, e.g. term, country, currency and security.

Lease payments are allocated between principal and finance cost. The finance cost is charged to
profit or loss over the lease period so as to produce a constant periodic rate of interest on the
remaining balance of the liability for each period.

Right-of-use assets are measured at cost comprising the following:

¢ the amount of the initial measurement of lease liability

« any lease payments made at or before the commencement date less any lease incentives
received

e any initial direct costs, and

e restoration costs.

Right-of-use assets are generally depreciated over the shorter of the asset's useful life and the
lease term on a straight-line basis. if the group is reasonably certain to exercise a purchase
option, the right-of-use asset is depreciated over the underlying asset's useful life.

Payments associated with all leases of low-value assets are recognized on a straight-line basis

as an expense in profit or loss. Low-value assets comprise IT equipment and small items of office
furniture.

(18)
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National Flour Mills Limited

Notes to the Consolidated Financial Statements (continued)

31 December 2019
(Presented in Thousands of Trinidad and Tobago Dollars Unless Otherwise Stated)

2 Summary of significant accounting policies
e. Leases {continued)
(i) Extension and termination options

Extension and termination options are included in a number of property and equipment leases
across the group. These are used to maximise operational flexibility in terms of managing the
assets used in the group's operations. The extension option relating to the Port lease is
exercisable by the Group.

As explained above, the group has changed its accounting policy for leases where the group is
the lessee.

The new policy is described above and the impact of the change in note 2 (a) (iii){a).

Lessor accounting

Under IFRS 16, the previous accounting policy for lessor accounting under IAS 17 did not change
and is described below.

Up until 31 December 2018

Leases of property, plant and equipment under which the Group assumes substantially ali 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 payments, at the date of inception of the lease. The corresponding rental
obligations, net of finance charges, are shown as finance lease liability, on the consolidated
statement of financial position. Each lease payment is ailocated between the liability and finance
cost. The finance cost is charged to profit or loss over the lease period so as to produce a
constant periodic rate of interest on the remaining balance of the liability for each 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. Rentals paid under operating leases are charged to
appropriate expense headings in the profit or loss on a straight-line basis over the period of the
lease.

Lease income from operating leases where the group is a lessor is recognised in income on a
straight-line basis over the lease term.

Lease income from operating leases where the group is a lessor is recognized in income on a
straight-line basis over the lease term. Initial direct costs incurred in obtaining an operating lease
are added to the carrying amount of the underlying asset and recognised as expense over the
lease term on the same basis as lease income. The respective leased assets are included in the
balance sheet based on their nature. The group did not need to make any adjustments to the
accounting for assets held as lessor as a result of adopting the new leasing standard.

(19)



National Flour Mills Limited

Notes to the Consolidated Financial Statements {continued)
31 December 2019
(Presented in Thousands of Trinidad and Tobago Dollars Unless Otherwise Stated)

2 Summary of significant accounting policies

f. Intangible assets

Software

Costs associated with maintaining software programmes are recognised as an expense as incurred.
Development costs that are directly attributable to the design and testing of identifiable and unique
software products controlled by the Group are recognised as intangible assets when the following
criteria are met:

it is technically feasible to complete the software so that it will be available for use
management intends to purchase and customise the software and use it

there is an ability to use software

it can be demonstrated how the software will generate probable future economic benefits

adequate technical, financial and other resources to complete the development and to use the
software are available, and

the expenditure attributable to the software during its development can be reliably measured.

Directly attributable costs that are capitalised as part of the software include consultancy fees from
the software provider and project management fees for the development and implementation and an
appropriate portion of relevant overheads.

Capitalised development costs are recorded as intangible assets and amortised using the straight-line
basis over their estimated useful lives as follows, from the peint at which the asset is ready for use.

Software 4 years

(20)
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National Flour Mills Limited

Notes to the Consolidated Financial Statements (continued)

31 December 2019
(Presented in Thousands of Trinidad and Tobago Dollars Unless Otherwise Staled)

2 Summary of significant accounting policies
g. Financial instruments
(i) Classification
The Group classifies its financial assets in the following categories
{1) those to be measured at amortised cost, and
(2) those to be measured subsequently at fair value through OCI.

The classification depends on the entity’s business model for managing the financial assets
and the contractual terms of the cash flows.

For assets measured at fair value, gains and losses will be recorded in OCI. This is because
the investments in the equity instruments held are not held for trading.

The Group has made an irrevocable election at the time of initial recognition to account for the
equity investment at fair value through other comprehensive income (FVOCI).

The Group reclassifies debt investments when and only when its business model for managing
those assets changes.

(i) Recognition and de-recognition

Regular way purchases and sales of financial assets are recognised on trade-date, the date on
which the Group commits to purchase or sell the asset. Financial assets are derecognised when
the rights to receive cash flows from the financial assets have expired or have been transferred and
the Group has transferred substantially all the risks and rewards of ownership.

(iii) Measurement

At initial recognition, the Group measures a financial asset at its fair value plus transaction costs that
are directly attributable to the acquisition of the financial asset.

Debt instruments

Subsequent measurement of debt instruments depends on the group's business model for managing
the asset and the cash flow characteristics of the asset. The Group classifies its debt instruments at
amortised cost.

Amortised cost: Assets that are held for collection of contractual cash flows where those cash flows
represent solely payments of principal and interest are measured at amortised cost. Interest income
from these financial assets Is included in finance income using the effective interest rate method. Any
gain or loss arising on derecognition is recognised directly in profit or loss and presented in other
gains/(losses) together with foreign exchange gains and losses. Impairment losses are presented as
separate line item in the statement of profit or loss.

Equity investments

The Group subsequently measures all equity investments at fair value. Where the Group 's
management has elected to present fair value gains and losses on equity investments in OCI, there
is no subsequent reclassification of fair value gains and losses to profit or loss following the
derecognition of the investment. Dividends from such investments continue to be recognised in
profit or loss as other income when the Group’s right to receive payments is established.

{iv) Impairment
Assels carried at amortised cost
Impairment testing of trade receivables under IFRS 9 is described in note 4 (a) (i).

For trade receivables, the Group applies the simplified approach permitted by IFRS 9, which requires
expected lifetime losses to be recognised from initial recognition of the receivables, see note 4 (a) (i)
for further details.
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National Flour Mills Limited

Notes to the Consolidated Financial Statements (continued)
31 December 2019
{Presented in Thousands of Trinidad and Tobago Dollars Unless Otherwise Stated)

2 Summary of significant accounting policies (continued)

h.

Borrowings

Borrowings including overdrafts are classified as other liabilities and are recognised initially at fair
value net of direct issue costs and are subsequently stated at amortised cost. Finance charges,
including premiums payable on settiement or redemption and direct issue costs, are accounted far
using the effective interest method and are added to the carrying amount of the instrument to the
extent that they are not settled in the period in which they arise.

Borrowings are removed from the balance sheet when the obligation specified in the contract is
discharged, cancelled or expired. The difference between the carrying amount of a financial liability
that has been extinguished or transferred to another party and the consideration paid, including any
non-cash assets transferred or liabilities assumed, is recognised in profit or loss as other income or
finance costs.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer
settlement of the liability for at least 12 months after the reporting period.

Trade and other payables

These amounts represent liabilities for goods and services provided to the Group prior to the end of
financial year which are unpaid. The amounts are unsecured and are usually paid within 30 days of
recognition. Trade and other payables are presented as current liabilities unless payment is not due
within 12 months after the reporting period. They are recognised initially at their fair value and
subsequently measured at amortised cost using the effective interest method.

Share capital

Ordinary shares are classified as equity and stated at the amounts subscribed by shareholders, less
any incremental costs directly attributable to the issue of the shares (net of tax).

Cash and cash equivalents

Cash and cash equivalents for the purposes of the statement of cash flows comprise cash at bank
and in hand, money market deposits and other short term highly liquid investments with original
maturities of three months or less and bank overdrafts.

fnventories

Inventories are stated at the lower of cost and net realisable value. Cost comprises direct materials
and, where applicable, direct labour costs and those overheads that have been incurred in bringing
the inventories to their present location and condition using weighted average cost for grain inventory,
Otherwise inventories related to raw materials, finished goods and packaging are valued using the
first-in first-out method.

Net realisable value represents the estimated selling price in the ordinary course of business less all
estimated costs to completion and costs to be incurred in selling and distribution.

(22)
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National Flour Mills Limited

Notes to the Consolidated Financial Statements (continued)

31 December 2019
{Presented in Thousands of Trinidad and Tobago Dolfars Unless Otherwise Stated)

2 Summary of significant accounting policies (continued)

m.

Taxation

Income tax expense comprises current and deferred tax. Current tax and deferred tax are recognised
in the profit or loss except to the extent that it relates to items recognised in other comprehensive
income or directly in equity. In this case, the tax is also recognised in other comprehensive income or
directly in equity, respectively.

Current tax

The income tax expense or credit for the period is the tax payable on the current period's taxable
income based on the applicable income tax rate for each jurisdiction adjusted by changes in deferred
tax assets and liabilities attributable to temporary differences and to unused tax losses.

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 tax

Deferred income tax is provided in full, using the liability method, on all temporary differences at the
reporting date between the tax bases of assets and liabilities and their carrying amounts for financial
reporting purposes. Deferred income tax is determined using tax rates (and laws) that have been
enacted or substantially enacted by the end of the reporting period and are expected to apply when
the related deferred income tax asset is realised or the deferred income tax liability is settied.

Deferred tax assets are recognised for all deductible temporary differences, and the carry-forward of
unused tax losses, to the extent that it is probable that taxable profits will be available against which
they can be utilised. Deferred tax assets are reviewed at each 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.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current
tax assets and liabilities and when the deferred tax balances reiate to the same taxation authority.
Current tax assets and tax liabilities are offset where the entity has a legally enforceable right to offset
and intends either to settle on a net basis, or to realise the asset and settle the liability
simultaneously.

Impairment of non-financial assets

Non-financial assets are reviewed for impairment where there are any events or changes in
circumstances that would indicate potential impairment. In addition, at each repcriing date, the Group
assesses whether there is any indication that assets may be impaired. Where an indicator of
impairment exists, the Group makes an estimate of recoverable amount.

Where the carrying amount of an asset exceeds its recoverable amount, the asset is written down to
its recoverable amount. The recoverable amount is the higher of fair value less costs of disposal and
value in use. If the asset does not generate cash flows that are largely independent of those from
other assets or groups of assets, the recoverable amount of the cash generating unit to which the
asset belongs is determined. Discount rates reflecting the asset specific risks and the time value of
money are used for the value in use calculation.
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National Flour Mills Limited

Notes to the Consolidated Financial Statements (continued)
31 December 2019
{Presented in Thousands of Trinidad and Tobago Dollars Unless Otherwise Stated)

2 Summary of significant accounting policies (continued)

0. Employee benefits

(i)

Retirement benefit plan

The Group operates certain post-employment schemes, one being the defined benefit pension
plan,

The liability or asset recognised in the consolidated statement of financial position in respect of
defined benefit pension plans is the present value of the defined benefit obligation at the end of
the reporting period less the fair value of plan assets. The defined benefit obligation is
calculated annually by independent actuaries using the projected unit credit method.

The Group’s net obligation in respect of the defined benefit plan (the Pian} 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 assets. When the
calculation results in a potential asset for the Group, the recognised asset is limited to the
present value of economic benefits available in the form of any future refunds of the Plan or
reductions in future contributions to the Plan (after considering any minimum funding
requirements).

The present value of the defined benefit obligation is determined by discounting the estimated
future cash outflows using interest rates of high-quality corporate bonds that are denominated
in the currency in which the benefits will be paid, and that have terms approximating to the
terms of the related obligation. In countries where there is no deep market in such bonds, the
market rates on government bonds are used.

The net interest cost is calculated by applying the discount rate to the net balance of the
defined benefit obligation and the fair value of plan assets. This cost is included in employee
benefit expense in the statement of comprehensive income,

Remeasurement gains and losses arising from experience adjustments and changes in
actuarial assumptions are recognised in the period in which they occur, directly in other
comprehensive income. They are included in retained earnings in the statement of changes in
equity and in the consolidated statement of financial position. Changes in the present value of
the defined benefit obligation resulting from plan amendments or curtailments are recognised
immediately in profit or loss as past service costs.

The actuary performs a full actuarial valuation every three years (next valuation is due in 2020)
and any surpluses or deficits may be recognised by an adjustment of future contribution rates.
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National Flour Mills Limited

Notes fo the Consolidated Financial Statements (continued)

31 December 2019
(Presented in Thousands of Trinidad and Tobago Dollars Unless Otherwise Stated)

2 Summary of significant accounting policies (continued)
o. Employee benefits (continued)

(i) Medical and life insurance plan

The Group operates a medical and life insurance plan (the Medicai Plan) covering employees who
retire either directly from the Group at age 60 or as a result of ill heaith. The Medical Plan is self-
administered.

The Group's obligation in respect of the medical plan is calculated using approximate actuarial
valuations of the Group's liabilities and the projected unit actuarial method as required by IAS 19.

The present value of the defined benefit obligation is determined by discounting the estimated
future cash outflows using interest rates of high-quality corporate bonds that are denominated in the
currency in which the benefits will be paid, and that have terms approximating to the terms of the
related obligation.

In Trinidad and Tobago, as there is no deep market in such bonds, the market rates on government
bonds are used.

Re-measurement of the net medical plan, which comprise actuarial gains and losses, (excluding
interest) are recognised immediately in other comprehensive loss.

Net interest expense {income) or the net defined liability is determined using the discount rate. Net
interest expense and other expenses related to the medical and life insurance are recognised in
profit or loss.

{iii) Short-term employee benefits

Liabilities for wages and salaries, including non-monetary benefits and accumulating sick leave that
are expected to be settled wholly within 12 months after the end of the period in which the
employees render the related service are recognised in respect of employees’ services up to the
end of the reporting period and are measured at the amounts expected to be paid when the
liabifities are seftled. The liabilities are presented in the consolidated statement of financial position
within accounts payable and accruals. See note 27 for details on the employee share ownership
plan.

(iv) Employee Share Ownership Plan (ESOP)

The Group operates an Employee Share Ownership Plan (ESOP) to give effect to a contraciual
obligation to pay profit sharing bonuses to employees via shares of the Group based on a set
formula. All permanent employees of the Group are eligible to participate in the Plan that is
directed by a Management Committee comprising management of the Group and representatives
of the general membership. Independent Trustees are engaged to hold in trust all shares in the
Plan as well as to carry out the necessary administrative functions. Shares acquired by the ESOP
are funded by Group contributions and cash advances by the Group to the ESOP. The cost of
NFM shares have been recognised in Other Equity as Treasury Shares and the cost of the
investment in the parent company, National Enterprises Limited, is recognised under Investments
on the consolidated statement of financial position.

The Group has determined it has control over the Trust as:

- the Group has power over the relevant activities of the employee share trust;

- the Group has exposure, or rights, to variable returns from its invelvement with the employee
share trust; and

- the Group has the ability to use its power over the employee share trust to affect the amount of
the Group's returns.

Accordingly, the ESOP has been consclidated in accordance with note 2(a) (ii).
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National Flour Mills Limited

Notes to the Consolidated Financial Statements (continued)
31 December 2019
(Presented in Thousands of Trinidad and Tobago Dollars Unless Otherwise Stated)

2 Summary of significant accounting policies (continued)

0. Employee bensfits (continued)
(v) Bonus

The Group recognises a liability and an expense for bonuses where contractually obliged or
where there is a past practice that has created a constructive obligation.

(vi) Termination benefits

Termination benefits are payable when employment is terminated by the Group before the normal
retirement date, or when an employee accepts voluntary redundancy in exchange for these
benefits. The Group recognises termination benefits at the earlier of the following dates: (a) when
the Group can no longer withdraw the offer of those benefits; and (b) when the entity recognises
costs for a restructuring that is within the scope of IAS 37 and invoives the payment of
terminations benefits. In the case of an offer made to encourage voluntary redundancy, the
termination benefits are measured based on the number of employees expecied to accept the
offer. Benefits falling due more than 12 months after the end of the reporting period are
discounted to present value.

p. Provisions

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

Where there are a number of similar obligations, the likelihood that an outflow will be required in
settlement is determined by considering the class of obligations as a whole. A provision is recognised
even if the likelihood of an outflow with respect to any one item included in the same class of
obligations may be small,

The amount recognised as a provision is the best estimate of the expenditure required to settle the
present obligation at the reporting date, taking into account the risks and uncertainties surrounding the
obligation. Where 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.

The discount rate used to determine the present value is a pre-tax rate that reflects current market
assessments of the time value of money and the risks specific to the liability. The increase in the
provision due to the passage of time is recognised as interest expense.

q. Revenue recognition

NFM manufactures and sells a range of food and animal feed products in both the wholesale and retail
markets. Sales are recognised when control of the products has transferred, being when the products
are delivered to the customer, the customer has full discretion over the channel and price to sell the
products, and there is no unfulfilled obligation that could affect the customer’s acceptance of the
products. Delivery occurs when the products have been shipped or transported to the specific location,
the risks of obsolescence and loss have been transferred to the customer, and either the customer has
accepted the products, the acceptance provisions have lapsed, or the Group has objective evidence
that all criteria for acceptance have been satisfied. It is the Group’s policy to sell its products to the end
customer with a right of return within 30 days. Therefore, a refund liability (included in trade and other
payables if material) and a right to the returned goods (included in other current assets if material) are
recognised for the products expected to be returned. Accumulated experience is used to estimate such
returns at the time of sale at a product level. Because the number of products returned has been steady
for years, it is highly probable that a significant reversal in the cumulative revenue recognised will not
occur. The validity of this assumption and the estimated amount of returns are reassessed at each
reporting date.

No element of financing is deemed present as the sales are made with a credit term of 30 days, which
is consistent with market practice.

A receivabie is recognised when the goods are delivered as this is the point in time that the )
consideration is unconditional because only the passage of time is required before the payment is due.
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National Flour Mills Limited

Notes to the Consolidated Financial Statements (continued)

31 December 2019
(Presented in Thousands of Trinidad and Tobago Dollars Unless Otherwise Stated)

2 Summary of significant accounting policies {continued)

T.

Borrowing costs

General and specific borrowing costs directly attributable to the acquisition, construction or production
of qualifying assets, which are assets that necessarily take a substantial period of time to get ready for
their intended use or sale, are added to the cost of those assets, until such time as the assets are
substantially ready for their intended use or sale. All other borrowing costs are recognised in the profit
or loss In the year in which they are incurred. No amounts were capitalised to property, plant and
equipment in the current year and prior year.

Eamings per share

{i)y Basic earnings per share

Eamings per share is calculated by dividing the profit or loss attributable to ordinary shareholders of
the Group by the weighted average number of ordinary shares outstanding during the year
excluding treasury shares.

(i) Diluted earnings per share

Diluted earnings per share adjusts the figures used in the determination of basic earnings per share
to take into account:

o the after income tax effect of interest and other financing costs associated with dilutive potential
ordinary shares, and

« the weighted average number of additional ordinary shares that would have been outstanding
assuming the conversion of all dilutive potential ordinary shares.

Dividends

Provision is made for the amount of any dividend declared, being appropriately authorised and no
longer at the discretion of the Group, on or before the end of the reporting period but not distributed at
the end of the reporiing period.

Segment reporting

IFRS 8 requires operating segments to be identified on the basis of internal financial information

about components of the Group that are regularly reviewed by the Chief Operating Decision Maker

{'CODM’) to allocate resources to the segments and to assess their performance. The CODM has

been identified as the Executive Management team. The CODM considers the business from a

g%ductiservices perspective. Operating segments have been identified as Food, Animal Feed and
ther.

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

Offsetling financial assets and financial liabilities

Financial assets and financial liabilities are offset and the net amount reported in the siatement of
financial position when there is a legally enforceable right to offset the recognised amounts and there
is an intention to settie on a net basis or realise the asset and settle the liability simuitaneously. The
legally enforceable right must not be contingent on future events and must be enforceable in the
normal course of business and in the event of default, insolvency or bankruptcy of the Group or the
counterparty.
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Notes to the Consolidated Financial Statements (continued)

31 December 2019
(Presented in Thousands of Trinidad and Tobago Dollars Unless Otherwise Stated)

2 Summary of significant accounting policies (continued)

W.

Investments

Allfinancial assets are initially recognised on the trade date when the entity becomes a party to the
contractual provisions of the instrument.

The Group derecognises a financial asset when the contractual rights to the cash flows from the
asset expire, or it transfers the rights to receive the contractual cash flows in a transaction in which
substantially all the risks and rewards of ownership of the financial asset are transferred.

The Group elected to make a onetime election to have all fair value gains and losses in investments
to be included in Other Comprehensive Income. Financial assets at fair value through Other
Comprehensive Income are securities which are either acquired for generating a profit from short
term fluctuations in price, or are securities included in a portfolio in which a pattern of short-term
profit taking exists.

Other incorne

(i) Dividend income

Dividends are received from financial assets measured at fair value through other comprehensive
income {FVOCI). Dividends are recognised as other income in profit or loss when the right to
receive payment is established.

(i) Management fees

The Group has an agreement with the Ministry of Agriculture, Land and Fisheries whereby the
Group is paid a management fee of $400 per month for the operation of the Rice Mill at Carlsen
Field. This income is recognised as other income in profit or loss.

{iii) Sub-lease income

The Group has a sub-lease agreement with Trinidad and Tobago Electricity Commission
(T&TEC) for five (5) years for an annual amount of $700 of which 25 % is payable to Port
Authority of Trinidad and Tobago (PATT). This income is recognised as other income in profit or
loss. This sub lease expired in 2018 and is currently in the process of being renewed.

Prior year restatements

Comparative information has been adjusted to take into account a restatement to inventory
balances, whereby inventory quantities and costing recorded in the sub ledger and
consequently in the general ledger and financial statements were inaccurately recorded.
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National Flour Mills Limited

Notes to the Consolidated Financial Statements (continued)
31 December 2019
(Presented in Thousands of Trinidad and Tobhago Dollars Unless Otherwise Stated)

2 Summary of significant accounting policies (continued)

y. Prior year restatements (continued)

As previously As
reported Restatements restated
$ $ $

31 December 2018
Consolidated statement of financial position extract
Assets

Current assels

Inventories 79,593 (2,994) 76,599
Taxation recoverable 5,877 898 6,775
Retained earnings 132,747 {(2,096) 130,651

Consolidated statement of comprehensive income extract

Cost of sales (311,128) {2,994) (314,122)
Profit before tax 34,730 {2,994) {31,736)
Taxation charge (12,039) 898 {11,141)
Profit for the year 22,691 {2,096) 20,595
Earnings per share

Basic earnings per share 19 cents (2 cents) 17 cents
Dilutive eamings per share 19 cents {2 cents) 17 cents

Consolidated Statement of Cash flows extract

Profit before taxation 34,730 (2,994) 31,736
Inventory 17,968 (2,994) 14,974
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Notes to the Consolidated Financial Statements (continued)
31 December 2019
{Presented in Thousands of Trinidad and Tobago Dollars Unless Otherwise Stated)

3

Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and are based on historical experience 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
future periods affected.

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates
will, by definition, seldom equal the related actual results. The estimates and assumptions that have a
significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the
next financial year are outlined below.

Estimates
{a) Valuation of retirement benefit asset and medical and life insurance plan

The present values of the pension and medical plan obligations depend on a number of factors that are
determined on the actuarial basis using a number of assumptions. The assumptions used in
determining the net cost (income) for the pensions and medical plan include the discount rata. Any
changes in these assumptions will impact the carrying amount of pension obligations.

The Group determines the appropriate discount rate at the end of each year. This is the interest rate
that should be used to determine the present value of the estimated future cash outflows, expected to
be required to settle the pension obligations. In determining the appropriate discount rate, the Group
considers the interest rates of high quality bonds that are denominated in the currency in which the
benefits will be paid, and that have the terms to maturity approximating the terms of the related pension
liability.

Other key assumptions for pension obligations are based in part on current market conditions.
Sensitivity analysis for the key assumptions are discussed in Notes 9 and 10.

{b} Impairment

The Group tests annually whether any non-financial assets/ cash generating units have suffered
impairment in accordance with the accounting policy stated in Note 2 n,

For the purposes of the impairment test, the cash-generating unit was determined to be at the
Company level.

The recoverable amounts of cash-generating units have been determined based on value in use

calculations. These calculations require the use of estimates. The significant assumptions and
sensitivity analysis are disclosed in Note 28,
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National Flour Mills Limited

Notes to the Consolidated Financial Statements (continued)

31 December 2019
(Presented in Thousands of Trinidad and Tobago Dollars Unless Otherwise Stated)

4 Financial risk management

Financial risk factors

The Group’s activities expose it to a variety of financial risks. The Board reviews and agrees policies
for managing its financial risk. These policies have remained unchanged throughout the year. The
Group has exposure to the following risks from its use of financial instruments:

(iy  Credit risk

(iy  Liquidity risk

(i}  Market risk which includes:
{(a} Currency risk
(b} Interest rate risk and
{c) Price risk

This note presents information about the Group'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 consolidated financial statements.

The Board of Directors has ultimate responsibility for the establishment and oversight of the Group’s
risk management framework. The Audit Committee oversees compliance with the Group’s risk
management framework and is assisted in its oversight role by the Internal Audit Department. There
has been no change in the management of these risks from the prior year,

The risk management policies employed by the Group to manage exposure to financial risks are
discussed below:

)] Credit risk

Credit risk arises from cash and cash equivalents, amounts due from GORTT and credit
exposures relating to outstanding receivable balances.

The maximum exposure to credit risk at the end of the reporting period is the carrying amount
of each class of financial assets mentioned above.

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

The Group trades with third parties who are subject to credit verification procedures, which take
into account their consolidated financial position and past experience. Individual risk limits are
set based on internal analysis.

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

Trade receivables are written off when there is no reasonable expectation of recovery.
Indicators that there is no reasonable expectation of recovery include, amongst others, the
failure of a debtor to engage in a repayment plan with the group, and a failure to make
contractual payments for a period of greater than 90 days past due. Impairment losses on trade
receivables are presented as net impairment losses within operating profit. Subsequent
recoveries of amounts previously written off are credited against the same fine item.
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Notes to the Consolidated Financial Statements (continued)
31 December 2019
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4 Financial risk management (continued)

a. Financial risk factors (continued)
(i) Credit risk (continued)
Impairment of financial assets

The group has one type of financial asset that are subject to the expected credit loss model:
(i) Trade receivables for sales of inventory

While cash and cash equivalents are also subject to the impairment requirements of IFRS 9,
the identified impairment loss was immaterial.

The group applies the IFRS 9 simplified approach to measuring expected credit losses which
uses a lifetime expected loss allowance for all trade receivables.

To measure the expected credit losses, trade receivables was grouped based on shared credit
risk characteristics and the days past due. The Group has therefore concluded that the
expected loss rates for frade receivables are a reasonable approximation of the loss rates for
the trade receivables.

The expected loss rates are based on the payment profiles of sales over a period of 24 month
before 31 December 2019 or 1 January 2019 respectively and the corresponding historical
credit losses experienced within this period. The historical loss rates are adjusted to reflect
current and forward-looking information on macroeconomic factors affecting the ability of the
customers to settle the receivables. The Group has identified the inflation rate of the countries
in which it sells its goods and services to be the most relevant factors, and accordingly adjusts
the historical loss rates based on expected changes in these factors,

On that basis, the loss allowance as at 31 December 2018 was determined as follows for trade
recelvables:

General pool of trade receivables

General pool of trade receivables

Current Over 30 Over 60 Over 90 Total
Days Days Days
At 31 December 2019
Expected loss rate 2% 2% 6% 10%
Gross camrying amount
{Trade receivables) 32,578 13,482 3,770 792 50,622
Loss allowance 583 317 233 83 1,216

General pool of trade receivables

Current Over 30 Over 60 Over 90 Total
Days Days Days

At 31 December 2018
Expected ioss rate 2% 2% 5% 8%
Gross carrying amount

{Trade receivables) 17,265 17,488 3,347 10,607 48,707
Loss allowance 278 392 186 842 1,698
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National Flour Mills Limited

Notes to the Consolidated Financial Statements (continued)

31 December 2019
(Presented in Thousands of Trinidad and Tobago Dollars Unless Otherwise Stated)

4 Financial risk management (continued)

a. Financial risk factors (continued)
(i) Credit risk {continued)

Impairment of financial assets (continued)

(i) Trade receivables for sales of inventory {continued)
The above analysis includes all customers except our 2 largest customers and receivables from
government. A separate analysis was completed on them and they were assessed as having
no risk of default, since we collected all receivable balances relating to 2018 and 2019.
These receivables amounted to $24.7M (2018: $25M).

The closing loss allowances for trade receivables as at 31 December 2019 reconcile to the
opening loss allowances as follows:

2019 2018
$ $

Allowance as at 1 January 36,200 31,984
Amounts restated through opening retained eamings (on adoption

of IFRS 9 -2018 only) - 2,279
Opening loss allowance as at 1 January 36,200 34,263
Bad debts written off against the provision (27,360) -
Decrease in loss allowance recognised in

profit or loss during the year (482) (580)
Bad debts collected (578) (1,769)
Specific receivables deemed as uncollectible 3,280 4 286
Closing loss allowance as at 31 December 11.060 36,200

(i) Liquidity risk

The Group's policy throughout the year has been to maintain a mix of short and medium term
borrowings. Short-term fiexibility is achieved by bank overdrait and revolving grain facilities. In
addition it is the Group's policy to maintain committed undrawn facilities in order to provide flexibility
in the management of the Group’s liquidity. The tables below analyse the Group's financial liabilities
which will be settled based on its relevant maturity groupings using the remaining period at the
cansolidated statement of financial positiont date to the contractual maturity date. The amounts
disclosed in the tables are the contractual undiscounted cash flows which have been calculated
using spot rates at the relevant consolidated statement of financial position date.
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4 Financial risk management (continued)

a. Financial risk factors (continued)
(i) Liquidity risk {continued)

Contractual Less than Betweeni Between2and Over5
Maturities of 1 year and 2 years 5 years years
financial liabilities

At 31 December 2018

Liabilities
Accounts Payable 32,203 - - -
Borrowings 76,438 15,114 2,028 -
Amounts Due to 15,968 - -~ --
GORTT

124,609 15,114 2,028 -
At 31 December 2019
Liabilities
Accounts Payable 30,354 - - -
Lease Liabilities 1,614 1,031 2,967 6,668
Barrowings 67,027 -- . -
Amounts Due to 17,321 - - -
GORTT

116,316 1,031 2,967 6,663

Total
Cashflow

32,203
93,580
15,568

141,751

30,354
12,280
67,027
17,321

126,982

Carrying
Value

35,048
88,608
15,968

139,624

32,545

6,859
654,645
17,321

121,370

Accounts payable cash flows included in the tabies above exclude statutory liabilities which do not
meet the definition of financial liabilities under IFRS 7, while borrowings include interest payments.

The Group monitors cash balances and net debt on a daily basis to ensure adequate headroom

exists on banking facilities and that it is compliant with banking terms.
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Notes to the Consolidated Financial Statements (continued)

31 December 2019
(Presented in Thousands of Trinidad and Tobago Dollars Unless Otherwise Stated)

4 Financial risk management (continued)

a.  Financial risk factors {continued)
(iiiy Market risk
{a) 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
transaciions and recognised assets and liabilities are denominated in a currency that is
not the Group's functional currency. The Group is exposed to foreign exchange risk
arising from various currency exposures, primarily with respect to the United States and
European Dollar. The Group's management monitors the exchange rate fluctuations on
a continuous basis and employs appropriate strategies to mitigate any potential losses.

A 1% increase in the exchange rate as at the year-end will have the following impact on
profit or loss for the period. Management believes that a 1%increase in the foreign
exchange rate is considered a reasonable and possible shift.

Impact on
profit or loss
2019 2018
$ $
Cash 248 106
Accounts receivable 46 107
Accounts payable (51} (51)
Borrowings _ {440} ___ (579)

—{197) —(4%7)
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4 Financial risk management (continued)

a. Financial risk faclors {continued)
(iii) Market risk (continued)
{b) Interest rate risk

{c)

The Group finances its operations through a mixture of retained earnings and borrowings. The
Group borrows in the desired currencies at fixed and floating rates of interest.

Cash flow interest rate risk is the risk that the Group’s cash flows will change due to changes in
interest rates. Fair value interest rate risk is the risk that the fair value of recognised financial
assets and liabilities may change due to changes in interest rates.

Sensitivity analysis

In relation to cash flow interest rate risk the Directors consider that a 1% movement in interest
rates represents reasonable possible changes. The impact on profit after taxation would be
$24K (2018: $53K).

This sensitivity analysis is not an indication of actual results, which may materially differ. For
the purposes of this sensitivity analysis all other variables have been held constant.

The Group's financial assets and liabilities are carried on the financial statements at amortised
cosl. Thus the Group is not exposed to fair value interest rate risk.

Price risk

The Group's exposure to equity securities price risk arises from investments held by the Group
and classified in the consolidated statement of financial position as fair value through other
comprehensive income,

All of the group’s equity investments are publicly traded and are included in the Trinidad and
Tobago Stock Exchange.

There were no changes to policies and procedures from prior year.

Market risk
Sensitivity analysis

The table below summarises the impact of increases/decreases on the Group's other
comprehensive income for the period. The analysis is based on the assumption that the equity
index increased by 10% or decreased by 5% with all other variables held constant.

Impact on Impact on
Impact on other Impact on other other other
comprehensive comprehensive components components of
income income of aquity equity
2019 2018 2019 2018
$ $ $ $

Trinidad and Tobago Stock

Exchange increase by 10% in

2018 (10% in 2018) 48 19 48 19
Trinidad and Tobago Stock

Exchange decrease by 5% in

2019 (5% in 2018) (24) (9) (24) {(9)
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Notes to the Consolidated Financial Statements (continued)

31 December 2019
{Presented in Thousands of Trinidad and Tobago Dollars Unless Otherwise Stated)

4 Financial risk management {continued)

a. Financial risk factors (continued)
(iiy Market risk (continued)
(d) Fair value estimation
The fair value of Group financial assets and liabilities are a close approximation to the
carrying value of the financial asset and liabilities due to the short-term nature of these items.
All the Group's financial assets and liabilities, except for Investments are carried at amortised
cost. Investments are carried at its the fair value at the reporting date, with all changes being
recognised in other comprehensive income.
b. Capital risk management
The Group's objectives when managing capital are to safeguard the Group’s ability to continue as a
going concern in order to provide returns for shareholders and benefits for other stakeholders and to
maintain an efficient capital structure to optimise the cost of capital. Capital is defined as stated capital,
retained earnings and borrowings. In order to maintain or adjust the capital structure, the Group may
adjust the amount of dividends paid to shareholders and return capital to shareholders. The policy and
procedures for managing capital risk remains unchanged from the prior year.
5 Cash and cash equivalents 2019 2018
$ $
Cash in hand and at bank 43,317 44,028
Short-term deposits 261 257
Cash and cash equivalents 43,578 44 285

6 Restricted deposit

At 31 December 2019, the Group held deposits of $16,542 (2018: $31,981). Restricted deposits comprise

of:

$14,958 earns interest of 3% and is held with NCB Global Finance Ltd to secure a foreign currency
denominated working capital facility and these mature within twelve months of the consolidated
statement of financial position date; and

$1,584 is with a financial institution and is used to secure the Group's lease facility. The funds are held
in a deposit and eam interest of 0.15%.
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{Presented in Thousands of Trinidad and Tobago Dollars Unless Otherwise Stated)

7 Accounts receivable and prepayments 2019 2018
$ $
Trade receivables 62,337 87,662
Less provision for doubtful amounts {11.060) {36,200)
51,277 51,462
Prepayments 4,650 1.501
Other receivabies 18,222 17.024
74,149 69,987
The maximum exposure to credit risk at the reporting date is the carrying value of each class of receivable
mentioned above.
included within other receivables are Value Added Tax receivables of $15,900 (2018: $14,383).
The movement in the provision for impaired trade receivables consists of increases for additional provisions
offset by receivables written off and unused provision released to the profit or loss account. The provision is
utilised when there is no expectation of recavering additional cash.
The other classes of receivables are not considered to be impaired.
2019 2018
Performing impaired Performing Impaired
$ $ $ $
Current 40,960 - 34,477 -
Over 45 days 5,295 - 7,861 -
Over 60 days 3,770 - 3,572 -
Over 90 days 2,468 9,844 7,250 34,502
Less provision for
Impairment - - - -
Loss allowance
{IFRS 9) {1.216) (9.844) {1.698) (34.502)
51,277 - 51,462 -
The credit quality of customers is assessed at the Company level, taking into account their financial
positions, past experiences and other relevant factors. Individual customer credit limits are imposed based
on these factors. It is the Groups policy that overdue accounts are reviewed monthly at sales and marketing
management meetings to mitigate exposure to credit risk and provided for where appropriate.
8 Inventories 2019 2018
$ $
Restated
Raw materials 40,183 50,283
Packaging materials 4,358 4,245
Finished goods and wark in progress 20,755 22,071

65206  _76,599

Inventories are stated after a provision for impairment of $1,006 (2018: nil). The amount recognised as an
expense in the year in respect of the write down of inventories is $32,163 (2018: $21,230).

The cost of inventories recognised as an expense and included in cost of sales is $238,202(2018:
$232,689) (Note 18).
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National Flour Mills Limited

Notes to the Consolidated Financial Statements (continued)

31 December 2019
{Presented in Thousands of Trinidad and Tobago Dollars Uniess Otherwise Stated)

9 Retirement benefit asset 2019 2018
$ $
Present value of defined benefit obligation {191,644) (183,947)
Fair value of the assets in the Plan 214,822 189,591
Recognised asset for the Plan 23178 5,644

a. Change in defined benefit obligations

Defined benefit obligation at start of year (183,947) {167,626)
Benefits paid 7,922 7.010
Current service cost (5,036) (5.134)
Interest cost {(9,902) {9,029)
Members' contributions (2,445) {2,090)
Past service cost (492) (550)
Remeasurements:

- experience adjustments 3,794 (6,528)
- actuarial losses from changes in demographic assumptions {1,538) -
Defined benefit obligation at end of year (191,644) __(183.947)

b. The defined benefit obligation is allocated between the Plan’s members as follows:

- Active 58% 58%
- Deferred members 13% 13%
- Pensioners 29% 29%

The weighted average duration of the defined benefit obligation at the year-end is 13.7 years (2018:
13.7 years).

- 98% (2018: 98%) of the value of the benefits for active members is vested.

- 17% {2018: 17%) of the defined benefit obligation for active members is conditional on future
salary increases.

c. Change in Plan assels

Plan assets at start of year 189,591 188,540
Company contributions 6,609 5,367
Members’ contributions 2,445 2,090
Benefits paid (7,922) {7.010)
Interest income 10,446 10,370
Return on Plan assets, excluding interest income 14,107 {9,325)
Expense allowance {(454) (441)
Plan assets at end of year _ 214822 _ 189591
Actual return on Plan assets 24,553 1045
(38)
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Notes to the Consolidated Financial Statements (continued)
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(Presented in Thousands of Trinidad and Tobago Dollars Unless Otherwise Stated)

9 Retirement benefit asset (continued) 2019 2018
$ $
d. Asset allocation
Locally listed equities 67,104 57,400
Foreign equities 19,650 15,570
TT$-denominated bonds 91,832 85,053
Non-TT$-denominated bonds (mainly US$) 16,622 18,213
Mutual funds (short-term securities) 3,388 314
Cash and cash equivalents 8,797 5,055
Other (immediate annuity policies) 7.329 7,986
Fair value of Plan assets at end of year 214,822 __ 189,591

The Plan does not directly hold any assets and/or shares of the Group.
Expense recognised in profit or loss

Current service cost 5,036 5,134

Interest on defined benefit obligation (544) (1,341)
Administration expenses 454 438

Past service cost 492 550

Net pensions cost — 5438 ____ 4781

Re-measurements recognised in other comprehensive loss

Experience gains/{losses) —. 16363 ___ (15.856)

Reconciliation of opening and closing consolidated statement of
financial position entries

Opening defined benefit asset 5,644 20,914
Net pension cost (5,438) (4,781)
Re-measurements recognised in other comprehensive loss 16,363 {15,856)
Company contributions paid 6,609 5,367
Closing defined benefit asset 23.178 5,644

The Group expects to contribute $5.6 million to its defined benefit pension plan in 2020.

Summary of principal assumptions

Discount rate at 31 December 5.50% 5.50%
Future salary increases 3.25% 3.25%
Future pension increases 0.00% 0.00%

The calculation of the defined obligation is sensitive to the assumptions used. The following table
summarises how the defined obligation would have changed as a result of a change in the
assumptions used.

31 December 2019 1%pa 1%pa
decrease increase

Discount rate — 27,740 __(22,429)

Fuiure salary increase — (6785) ____7.690

31 December 2018

Discount rate — 28628 __(21528)

Future salary increase — (6513) ____ 7,381
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National Flour Mills Limited

Notes to the Consolidated Financial Statements (continued})

31 December 2019
(Presented in Thousands of Trinidad and Tobago Dollars Unless Otherwise Stated)

8

10

Retirement benefit asset (continued)

Summary of principal assumptions (continued)

The most recent actuarial assessment of the Pension Plan was at 31 December 2017.

An increase of 1 year in the assumed life expectancies would increase the defined benefit obligation at
31 December 2019 by $3,264(2018: $3,154). These sensitivities were calculated by re-calculating the
defined benefit obligations using the revised assumptions as adjusted for the sensitivities.

Medical and life insurance plan 2019 2018
$ $
Recognised liability for the Medical and Life Insurance Plan 21833 ____19532
a.  Change in the obligations
Obligation at start of year (19,532) (18,120)
Benefits paid 1,248 779
Current service cost (653) {603)
Interest cost {1,040) {975}
Re-measurements:
- experience adjustments (1,494) (613)
- actuarial gains/losses from changes in
demographic assumptions {362) -
Obligation at end of year {21,833y ___ (19.532)
b. The obligation is allocated between the members as folfows:
- Active 42% 42%
- Pensioners 58% 58%
The weighted average duration of the obligation at the year-end was  14.6 years (2018: 14.6 years)
at the end of the year. 0% of the benefits for active members are vested.
c. Expense recognised in profit or foss
Current service cosls 653 603
Interest on obligation 1,040 975
Net medical cost 1.693 1,578
d. Re-measurements recognised in other comprehensive loss
Experience losses (1.856) (613)
e. Reconciliation of opening and closing consolidated statement of
financial position entries
Opening medical plan liabilities 19,532 18,120
Net medical plan costs 1,693 1,578
Re-measurements recognised in other comprehensive loss 1,856 613
Benefits paid {1,248) {779)
Closing medical and life insurance plan liability 21.833 19,532
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10 Medical and life insurance plan (continued) 2019 2018

f.

g.

The Group expects to pay $0.8 million in benefits in 2020.

Summary of principal assumptions

Discount rate at 31 December 5.50% 5.50%
Future medical cost increases 4.50% 4.50%
Future salary increases 3.25% 3.25%

The calcuiation of the Medical Plan obligation is sensitive to the assumptions used. The following
summarises how the Medical Plan obligation would have changed as a resuit of a change in the
assumptions used.

2019 2018
$ $

31 December 2019 1%pa 1%pa

Decrease Increase
Discount rate 3651 (2.882)
Medical cost increases {2,250} 2.818
31 December 2018
Discount rate 3,141 (2,491)
Medical cost increases {1,892) 2.359

An increase of 1 year in the assumed life expectancies would increase the Medical Plan obligation at
31 December 2019 by $0.310 million. These sensitivities were calculated by re-calculating the
defined benefit obligations using the revised assumptions.

Risk exposure - Retirement Benefit Asset (the Plan) and Medical and Life Insurance Plan {Medical
Plan)

Through its defined benefit pension plans and medical plans, the Group is exposed to a number of
risks, the most significant of which are detailed below:

(i)  Asset volafility

The Retirement Benefit Asset Plan and the Medical Plan liabilities are calculated using a
discount rate set with reference to government bond yields; if plan assets underperform this
yieltd, this will create a deficit. The Plan hoids a significant proportion of equities, government
bonds and corporate bonds, which all provide volatility and risk. As the Plan matures, the
Group intends to reduce the level of investment risk by investing more in assets that better
match the liabilities.

The Group believes that due to the long-term nature of the Plan liabilities, a level of continuing
equity investment is an appropriate element of the Group's long term strategy to efficiently
manage the Plan.

(i)  Changes in bond yields

A decrease in government bond yields will increase the Plan's liabilities, although this will be
partially offset by an increase in the value of the Plan’s bond holdings.

(42)
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Notes to the Consolidated Financial Statements (continued)
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10  Medical and life insurance plan (continued)
g.  Summary of principal assumptions {continued)

(i)  Inflation risks

Some of the group’s pension obligations are finked to salary inflation, and higher inflation will
lead to higher liabilities. The majority of the Plan's assets are either unaffected by (fixed interest
bonds) or loosely correlated with (equities) inflation, meaning that an increase in inflation will
also increase the deficit.

(iv) Life expectancy

The majority of the Pension Plan and Medical Plan obligations are to provide benefits for the life
of the member, so increases in life expectancy will result in an increase in the Plans’ liabilities.

11 Property, plant and equipment

Plant Office
Industrial machinery furniture
and office and and Motor Workin
building equipment equipment Vehicles progress Total
$ $ $ $ $ $

Year ended 31 December 2019

Opening net book value 113,561 55,924 10,004 1,410 1,885 182,784
Adjustment for change in
accounting policy - transfer

to right of use asset (474) - - - - (474)
Restated opening net

book amount 113,087 55,924 10,004 1,410 1,885 182,310
Additions 925 2,218 1,534 178 2,105 6,961
Disposal - - - (85) - (85)
Depreciation (5,051) (7,457) {(2,464) (500) - (15,472)
WIP commissioned 1,728 388 - - (2,116) -
Closing net book value 110,689 51,074 9,074 1,003 1,874 173,714

At 31 December 2019

Cost 178,915 320,063 20,252 8,242 1,874 529,346

Accumulated depreciation (68,226)  (268,989) (11,178) (7.239) - (355,632)

Net book value 110,689 51,074 9,074 1,003 1,874 173,714
(43)
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11 Property, plant and equipment (continued)

Plant

Industrial machinery Office

and office and furniture and Motor Work in

building equipment equipment Vehicles progress Total

$ $ $ $ $ $

At 1 January 2018
Cost 166,332 310,033 15,318 7.407 5032 504,122
Accumulated depreciation (58,724)  {254,218) (6,476) {6,229) - _ (325,645)
Net book value 107,608 55,817 8,842 1,178 5,032 178,477
Year ended 31 December 2018
Opening net book value 107,608 55817 8,842 1,178 5,032 178,477
Additions 789 4,309 3,311 742 9,672 18,823
Depreciation {(4.452) (7,316) {2,238) (510) - (14,518}
WIP commissioned 9616 3.114 89 - (12,819) -
Closing net book value 113,561 55,924 10,004 1,410 1,885 182,784
At 31 December 2018
Cost 176,737 317,456 18,718 8,148 1,885 522,944
Accumulated depreciation (63.176)  (261,532) (8,714)  (B,738) -~ (340,160)
Net book value 113,561 55,924 10,004 1,410 1,885 182,784

(i} Non-current assets pledged as security

The Group Commercial loan agreement with Republic Bank Limited calls for the assignment of
Debenture to be stamped to cover Trinidad and Tobago $90 million comprising of a fixed charged over
fand and buildings situated at Wrightson Road, Port of Spain and a floating charge over all assets
ranking pari-passu with debentures in favour of Citibank Limited and First Citizen's Bank Limited
supported by:

- First Demand legal mortgage over leasehold property comprising 4 acres, 3 roods and 13 perches at
#27-29 Wrightson Road, Port of Spain to be stamped collateral to the debenture; and

- Assignment of All Risk insurance policies over the assets of the borrower for the insurable and
replacement values.

(i} Depreciation and amortisation of 12,048 (2018: $9,693) was recognised in cost of sales with $5,818
(2018: $5,424) recognised in expenses.

(44)
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Intangible assets
Software

Year ended 31 December 2019
Opening net book value
Additions

Depreciation

Closing net book value

At 31 December 2019
Cost

Accumulated depreciation
Net book value

At 1 January 2018
Cost
Accumulated depreciation

Net book value

Year ended 31 December 2018
Opening net book value
Additions

Depreciation

WIP commissioned

Closing net book value

At 31 December 2018

Cost
Accumulated depreciation

Net book value

Work in
Software progress Total
$ $ $
6,137 - 6,137
1,369 - 1,369
{1,733} - {1,733)
5773 - 5773
8,593 -~ 8,593
(2,820) - {2.820)
5773 -~ 5773
2,499 2,352 4,851
{486) - (486)
2,013 2,352 4,365
2,013 2,352 4,365
621 1,752 2,373
(601} - {601}
4,104 (4,104) -
6,137 — 8,137
7,224 - 7.224
{1,087} - (1,087)
6,137 - 6,137

Included in software are costs expended on integration of NFM’s ERP and other licenses. The remaining

useful econamic life of intangible assets is estimated to be 2-4 years. Amortisation is included under

administration expenses on the statement of comprehensive income,
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14

Accounts payable and accruals 2019 2018
$ $
Trade payables 14,236 14,758
Payroll related liabilities 6,376 9,805
Accrued expenses 11,933 10,485

- 32545 __ 35048

Included within payroll related liabilities is the amount payable to employees of $ 1,938 {2018: $3,874)
under the Employee Share Ownership Plan (note 27).

The carrying amounts of trade and other payabies are considered to be the same as their fair values, due to
their shori-term nature.,

Borrowings 2019 2018

$ $
Total borrowings 64,645 88,608
Less current portion (64.645) (72.782)
Non-current portion - 15.826

Revolving grain purchase loans have been provided by the foliowing institutions to finance the importation
of grain:

2019 2018
uss uss
Export Import Bank of Trinidad and Tobago

{Eximbank) Limited 5,513 5,504
NCB Global Finance Limited 1,000 2915
6.513 8419
TTD equivalent of USD denominated loans 43,945 57,238
Republic Bank Limited 20,700 31,370

Total borrowings 64,645 88,608
Export Import Bank of Trinidad and Tobago

The terms and conditions with the Export Import Bank of Trinidad and Tobago Limited (Eximbank or the
Lender) are as follows:

(i)  The loan shall be repaid to the lender 30-180 days from the drawdown dates of 19 August 2019 and
28 Novermnber 2019 respectively.

(i)  Interest on the Facility granted by the Lender is payable by the Group at the interest rate determined
in the first tiered interest rate; this interest rate will be subject to revision and change at any time
based on prevailing market conditions without any prior notice to the Borrower.

First Tiered Interest Rate - the rate of interest that the Lender applies to the facility will be 5.90% per
annum.

(i) Promissory notes are signed and stamped for amounts advanced prior to disbursement of funds.

(46)
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14

Borrowings
Republic Bank Limited (RBL)

The terms and conditions with Republic Bank Limited are as follows:

(i) A5 year amoriised facility for TTD$40M to cover working capital and operating costs at a fixed
interest rate of 6.75%.

(i)  This facility is secured by a debenture on ail fixed and floating assets of the Group as welias a
collateral mortgage over all real property, stamped to cover $90M ranking pari passu with a similar
debenture held by Citibank (Trinidad and Tobago} Limited and First Citizen's Bank Limited.

(i}  This loan is repayable on 28 February 2021.
NCB Global Finance Limited (NCB)

The terms and conditions with NCB Global Finance Limited are as follows:

(i) A 5-year amortised facility for $10M USD to cover trade finance related activities, relation to the
purchase of grain and other associated costs as permitted by the Lender at a fixed interest rate of
5.90%.

(i)  This facility is secured by a fixed deposit of $15M TTD held by NCB Global Finance Limited bearing
interest of 3% {Note 6).

Breach of loan covenants

The Group was in breach of certain covenants attached to the RBL and NCB facilities. This has caused the
Group to classify non-current balances of $15,826 from non current to current liabilities. The breach for RBL
involved a covenant which siates that the Group should maintain a loan to value ratic of 60:1, however at
the end of the year NFM was at 49:1 as result of reduced profitability at year end. For the loan from NCB,
NFM should have maintained a Debt Service Coverage Ratio of 1.3: 1, however, at the end of the year the
Group had a Debt Service Coverage Ratio of 0.49:1.

The total sum repayable as at 31 December 2019 for the RBL Loan Facility was $20,807 and the total sum
repayable as at 31 December 2019 for NCB's Loan Facility was SUSD1M.

As a result of this breach NFM reclassified $15,826 from noncurrent lizbilities to current liabilities.

Under the terms of the major borrowing facilities, the group Is required to comply with the following financial
covenant.

The breaches have not been remedied to date, however, management expects that the Group will be able
to meet all contractual obligations from borrowings on a timely basis going forward.
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15  Current and deferred taxation

Current taxation expense

Deferred tax (credit)/charge
Current tax charge

2019 2018
$ $
Restated
(1,665) 720
5,595 10,421
- 3930 __ 11,141

The Group's effective tax rate of 39% (2018: 35%) differs from the statutory tax rate of 30% as follows:

Profit before taxation
Tax caiculated at 30%

Tax impact of expenses not deductible for tax purposes
Tax impact of income not subject to tax

Tax impact on adoption of IFRS 9

Tax impact on restatements
Other differences

Deferred taxation

Deferred income tax asset
Deferred income tax liabilities

Net deferred income tax liability

At 1 January 2018

Amounts restated to retained
Earnings

{Charge)/credit to:

- profit or loss

- other comprehensive loss

As at 31 December 2018

At 1 January 2019
{Charge)/credit to:

- profit or loss

- other comprehensive loss

As at 31 December 2019

10,063 31,736
3,019 9,522
1,263 701
(732) (394)
- (684)
- 1,927
380 69
—3930 ____11141
6,934 6,369
{47.486) (44.234)
—(40.562) ___ (37.865)
IFRS9  Retirement Property
General benefit Medical plant and IFRS
Provision asset plan equipment 16 Total
$ $ $ $ $
- (6.275) 5,436 (41,562) - (42,401)
684 - - - - 6584
(174} (174) 607 (979) - (720)
- 4756 (184) - - 4,572
510 {1.693) 5,859 {42.541) - (37.865)
510 (1,693) 5,859 (42,541) - (37.,865)
{145) (351) 135 2,008 18 1,665
- (4.909) 557 - - (4,352)
- 365 {6.953) 6,551 {40.533) 18 (40.552)

In 2016 the Group was audited by the Board of Inland Revenue (BIR) in relation to the financial year 2010.
The BIR assessment for the 2010 financial year indicated that certain expenses claimed by the Group were
not allowable. Management has since filed an objection against the BIR assessment. Based on advice
obtained, management is of the view that the disallowance of the expenses by the BIR is without merit and
as a result no adjustment has been made to the consolidated financial statements in relation to this matter.
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17

18

19

20

Stated capital 2019 2051 8
3
Authorised
Unlimited number of ordinary shares of no par value
issued and fully paid
120,200,000 ordinary shares of no par value 120.200 ___120.200

Net finance cost

Interest and bank charges 5,268 5273
Interest income (491} {732)
Lease interest 291 -
Foreign exchange loss (337) (731)
4,731 3.810
Expenses by nature 20;9 20;8
Restated
Direct materials 238,202 232,689
Salaries and wages 90,427 87,481
ESOP Allocation to employees 312 895
Rents, rates and taxes 32 2,591
Transportation, security, electricity, communication
and handling charges 20,976 21,624
Repairs and maintenance 7,206 8,740
Depreciation and amortisation 17,966 15,117
Insurance 4,746 3,934
Professional and legal fees 4,303 6,513
Provision for doubtful accounts 2,222 1,412
Advertising and promotion 1,949 1,307
Other 18,555 21,832

Total cost of sales, selling and distribution and administrative expenses ___406,896 __ 403,935

Earnings per share

Earnings per share is calculated by dividing the profit attributable to ordinary shareholders of $6,133
{2018: $20,595) by the weighted average number of ordinary shares outstanding of 120,200 (2018: 120,200)
less treasury shares of 2,264 (2018: 2,295).

Diluted eamings per share is calculated by dividing the profit attributable to ordinary sharehoiders of $6,133
(2018: $20,595) by the weighted average number of ordinary shares outstanding of 120,200 (2018:
120,200) less unallocated treasury shares 748 (2018: 744).

Dividends

Final equity dividends to the shareholders of the Group are recognised in the year that they are approved
by the shareholders. Interim equity dividends are recognised in the year that they are declared. Dividends
for the year ended 2018 of 7 cents per share or $8,414 was declared in the 2019 financial year (2018: 10
cents per share or $12,020).

Dividends payable as at year end amounted to $2,094 (2018: $1,880).
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22

Related party transactions

Balances and transactions with key management personnel during the year were as follows:

2019 2018
$ $

Key management compensation

All managers and executive salaries 8,871 11,538
Post-employment benefits 730 865
Director's fees 548 579
Termination benefits 2,141 --
Transaction with director — services rendered - 75
Salary advance 27 --
Armount 12,317 13,057

The GORTT has provided a guarantee over one of the Group's borrowing facilities for up to US$15M.

Amounts due to/from GORTT

Amounts due tof from the GORTT arise in the normal course of business. This includes transactions with
the Ministry of Agriculture, Land and Fisheries for processing of rice paddy as well as amounts due from

GORTT for the offering of discounts to customers to pass onto the public. Amounts due from the GORTT
amounted to $18.2M (2018: $17.9M) and amounts payable to the GORTT amounted to $17.3M (2018:

$15.9M).

Sales and purchases of goods and services

Sales from the rendering of services to related parties 4,879 4,891

Purchases of goods from related parties 1,354 1,519

Other operating income

The following amounts are included within other operating income in the profit or {oss:

Management fee 4,800 4,800

Rental income — sublease 700 700

Dividend income 481 678

Other amounts 3,233 1,184
9214 7,362

(30}
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23  Financial instruments by category

2019 2018
$ $

Loans and receivables at amortised cosf
Financial assets
Accounts receivable 74,149 68,487
Amounts due from the GORTT 18,274 17,935
Cash and cash equivalents 43,578 44 285
Investments at fair value through OCl 1,248 1,758
Restricted deposit 16,542 31,981

153,791 164,446
Financial liabilities
Accounts payable and accruals 32,545 32,203
Lease liability 6,859 -
Amounts due to the GORTT 17,321 15,968
Borrowings 64,645 88.608

121,370 136.779

24 Leases

This note provides information for leases where the group is a lessee. For leases where the group is a
lessor, see below.

{iy Amounts recognised in the balance sheet

2019
$

Right-of-use assels
Land 6,920
Lease liabilities
Current 1,038
Non-current 5,821

31 Dec 2019
Right of use asset $
Opening net book value 7,682
Additions -
Amortisation charge (761)
Closing net book value 6,920

31 Dec 2019
Right of use asset $
Cost 7,682
Accumulated amortisation (761)

Closing net book value 6,920
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24  Leases (continued)

(i) Amounts recognised in the statement of comprehensive income

The statement of profit or loss shows the following amounts relating to leases:

2019
$
Depreciation charge 761
Interest expense (included in finance cost) 291
Expense relating to short-term leases 260
(included in cost of goods sold and administrative expenses)
Expense relating to leases of low-value assets 120

that are not shown above as short-term leases (included in administrative expenses)
The total cash outflow for leases in 2019 was 508.

Lessor

Amounts recognised in profit or loss for operating leases from which sub-lease income is derived

2019 2018
Rental income from operating leases 700 700
Direct operating expenses from property that generated rental income 354 354

25  Contingent liabilities

In the normal course of operations, the Group is party to various legal proceedings. Management has

assessed the Group's likely liability for all claims in the consolidated financial statements. The actual liability
could differ from these estimates.

The Group has contingent liabilities in the amount of $1.5M in relation to legal claims.

The following are the contingent liabilities being held with Scotiabank Trinidad and Tobago Limited and
Republic Bank Limited.

Currency In favour of Balance Expiry date
TTD The Comptroller of Customs and Excise

Accounts of Trinidad and Tobago 50,000 4-Mar-20
TTD The Comptroller of Customs and Excise

Accounts of Trinidad and Tobago 1,500,000 4-Mar-20
TTD The Comptroller of Customs and Excise

Accounts of Trinidad and Tobago 10,000 2-Jul-20
TTD The Comptroller of Customs and Excise

Accounts of Trinidad and Tobago —500,000 20-Jan-21
TTD Compiroller of Accounts 11.000 28-Sep-20
TTD The State of Trinidad and Tobago 10.000 23-Mar-20
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26

Operating segments

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

» Food includes manufacturing and distributing flour, flour by-products and rice.
e 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 inciuded below. Performance is measured
based on segment gross profit, as included in the internal management reports that are reviewed by the
Group’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 industries.

Financial information regarding assets and liabilities by operating segment is not reported on a regular basis
to the Group’s CEQ.

Food Animal feed Other Total
2019 2018 2019 2018 2019 2018 2019 2018
$ $ $ $ $ $ $ $

Segment revenue 300,329 317,795 94,446 95,007 17,701 19,317 412476 432,119
Gross profit 65,782 90,268 21,014 24,980 4,568 2,749 91,364 117,997
Depreciation and 16,708 14,361 1,078 605 180 151 17,966 15,117
Amortisation
Net finance cost 4,068 3,277 426 343 237 190 4,731 3,810
Other operating 5,160 4,933 737 442 3,317 1,988 9,214 7,362

income
Profit before tax 7,246 24,278 2,314 6,719 503 739 10,063 31,736
Property, plant 163,291 173,645 8,686 7.311 1,737 1,828 173,714 182,784

equipment
Intangible assets 5,427 5,830 289 245 57 62 5773 6,137
Borrowings - - - - - - 64,645 88,608
Accounts payable and accruals - - - - - 32,545 35,048

Assets (except for property, plant and equipment and intangible assets) segment are not reviewed by the
CODM and therefore not included in the allocation above.
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27

Operating segments {continued)
Entity wide disclosures
Revenues from external customers are derived from the sale of products by individual business segment.
The breakdown of revenue by business:
2019 2018
$ $

Revenue
Flour 268,977 283,713
Feed mill 94 446 95,007
Parboiled rice 6,518 5,613
Com 4,560 4,087
Dry mixes 20,145 21,938
Trading 6,689 6,531
Gil 8,006 8,167
Other {32) 526
Soya 5167 5537

— 412476 _432,119
Revenues from external customers
Export sales 19,244 31,138
Local sales 393,232 400,981

— 412476 ___ 432,119
Major customers

The Group has one customer whose revenue exceeds 10% of total sales. In 2019 sales with this customer
was 14% of total sales (2018: 14 %).

Other equity

The Group provides for employee participation in the capital ownership structure of the Group by providing
access to shares in the Group through its Employee Share Ownership Plan (ESOP). The plan which took
effect from 5 May 1995, allowed for an initial injection of $700 into the Trust with annual amounts not
exceeding 3% of after-tax profits for distribution to ali permanent members of staff each year. The plan is
classified as a cash settled share-based payment whose allocation vest immediately.

The amount paid to each empioyee is pro-rated based on that employee's basic salary as a factor of total
basic salaries of permanent employees in the particular year of distribution. The ESOP requires that a
minimum of 40% of each employee's entitlement be taken in the form of a share-based payment. The Trust
is managed by a Financial institution in the name of the Group on behalf of the employees. The Group's
liability relating to this arrangement is included within Accounts Payables.

Treasury shares are shares in National Flour Mills Limited that are held by the National Flour Mills Limited
Employee Share Trust for the purpose of issuing shares under the National Flour Mills Limited Employee
Share Ownership Plan. The number of Company shares held by the plan as at 31 December 2019 was
2,264 (2018: 2,294).

In addition to the NFM shares above, as part of the employees’ compensation package and in accordance
with the Trust Deed and rules, employees are awarded shares in the parent company, National Enterprises
Limited (NEL). As these shares are held by the ESOP on behalf of the employees, these shares are
accounted for as an investment on the consolidated statement of financial position.

The number of NEL shares held by the plan as at year end was 216,733 (2018: 219,764) with a fair value of

$1,248 (2018: $1,758). The fair value was derived from the Trinidad and Tobago Stock Exchange at the
consolidated statement of financial position date.
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Impairment test for carrying value of net assets of NFM

For the year ended 31 December 2019, the carrying value of the Group's net assets was $253,918 while the
market capitalisation was $162,270. This was a trigger for an impairment test to be carried out.

The recoverable amount of this business unit is determined based on a value-in-use calculation. This
calculation uses pre-tax cash flow projections based on financial budgets and forecasts approved by
management covering a five-year period. Cash flows for the five-year period were extrapolated using the
estimated growth rates stated below. The recoverable amount of this business unit for the financial year
ended 31 December 2019 was based on a value in use calculation.

The key assumptions for the value-in-use calculations are as follows:

2019 20138
Revenue growth rate 2% 2%
Terminal growth rate 1% 1%
Pre-tax discount rate 19.9% 26%
EBITDA {7)% 13%
Assumption Approach used to determining values
Revenue growth rate Average annual growth rate over the five-year forecast period.

This was based on past performance and management's
expectations of market development.

Terminal growth rate This is the growth rate used to extrapolate cash flows beyond the
budget period. The rate was based on management’s
expectation of the Group's long-term growth rate.

Pre-tax discount rate Reflects specific risks of the Group.
EBITDA Based on past performance and management's expectations for
the future.

Holding all other factors constant, if each of the principal assumptions changed the headroom would change
as follows:

2019
Rate Changes Movement in headroom
From To From To
% % $ $

Revenue growth rate - 200 bps decline 2 0 77,091 (5,908)
Terminal growth rate - 400 bps decline 1 {3) 77,091 (450)
Discount rate - 250 bps increase 19.9 244 77,091 {(1,778)
EBITDA rate — 1650 bps decline {6.8) {23.5) 77,091 (1,262)

The recoverable amount of this CGU would equal its carrying amount if any of the following key
assumptions were to change as follows:

2019
Rate Changes
From To
% Y
Revenue growth rate 2 1.8
Terminal growth rate 1 (2.9}
Discount rate 19.8 24.3
EBITDA rate {6.8) (23.0)
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Revenue from contracts with customers

National Flour Mills Ltd derives revenue from t
time in the following major product lines:

2018
Segment revenue
Less: Intersegment revenue

Revenue from external customers
Timing of revenue recognition

At a point in time
Over time

Revenue from external customers
2019

Segment revenue
Less: Intersegment revenue

Revenue from external customers
Timing of revenue recognition

At a point in time
Over time

Revenue from external customers

Revenue from external customers come from

a wholesale and retail basis.

Net debt reconciliation

he transfer of goods and services over time and at a point in

Food Feed Other Total
$ $ $ $
311,092 93,003 28,480 432,555
- - (436) {436)
311,092 93,003 28,024 432,119
311,092 93,003 28,024 432,119
311,092 93,003 28,024 432,119
288,011 87,750 36,845 412,606
= — {130) {130}
_ 288,011 87.75Q 36,715 412,476
288,011 87,750 36,715 412,478
288,011 87,750 36,715 412,476

the food products, animal feed products and transportation on

This section sets out an analysis of net debt and movements in the net debt for each of the periods

presented:

Net debt

Cash and cash equivalents
Leases liabilities
Borrowings payable within one year

Borrowings-repayable after one year

Net debt

Cash and cash equivalents
Gross debt-fixed interest rates

Net debt

2019 2018
$ §

43,578 44,285
(6,859) =
(64,645) (72,782)
- (15,826)
(27,926) (44,323)
43,578 44,285
(71,504) (88,608)
(27,926) (44,323)
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30 Net debt reconciliation {continued)

Other assets Liabilities from financing activities
Finance
leases Finance
due leases Borrowings Borrowings
Cash/Bank  Liquid within1 due after due within due after 1
overdraft Investments year 1 year 1 year year Total
Net debt as at
1 January 2018 55,452 - (885) - {83,221) (37,293)  (65,947)
Cash flows (11,167} - B85 - 10,156 20,829 20,703
Acquisitions-finance leases and
lease incentives - - - - - - -
Foreign exchange adjusiments - - - - 43 10 53
Other changes - - - - 240 628 B68

Net debt as at 31 December 2018 44 285

= - — (72.782) (15,826)  (44.323)

Other assets Liabilities from financing activities
Borrowings Berrowings
Cash/Bank Liquid Finance due within due after 1
overdraft Investments leases 1 year year Total
Net debt as at
1 January 2019 44,285 - - (72,782} (15,826) (44,323)
Recognition on adoption of
IFRS 16 - {7.076) - - (7.076)
Cash flows {707) - 508 24,513 — 24,314
Foreign exchange
adjustments - - - (236} - (236)
QOther changes - - {291) (i) (16,140} (ii) 15,826 (iii) {605)
Net debt as at
31 Decamber 2019 43,578 - (6,859) {64,645) - (27,926)
(i) Other changes in finance leases of $291 relates to the interest cost on the lease obligation.
(i) Other changes in borrowings within 1 year relate to:

(a)The amortisation of transactions costs of $314;
{b) Reclassification of non-current borrowings to current borrowings as a result of the breach of

loan covenants (Note 14).
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31  Investments

(i

(it)

Fair value hierarchy

This section explains the judgements and estimates made in determining the fair values of the financial
instruments that are recognised and measured at fair value in the consolidated financial statements,
The Group has classified its financial instruments into Level 1 as prescribed under the accounting
standards.

Recurring fair value measurements at 31 December 2019 Level 1 Total
$ $

Financial assels

Investments listed on Trinidad and Tobago Stock Exchange 1,248 1,248

Recurring fair value measurements at 31 December 2018 Level 1 Total
$ $

Financial assets

Investments listed on Trinidad and Tobago Stock Exchange 1,758 1,758

The following table presents the changes in level 1 items for the periods ended 31 December 2019 and
31 December 2018:

Listed Listed
Securities Securities

2019 2018

$ $

Opening balance 1 January 1,758 2,169
Depreciation (510) (409)
Sale of investments — (2)
Closing balance 31 December 1,248 1,758

Recognised fair value measurements

Level 1: The fair value of financial instruments traded in active markets is based on quoted market
prices at the end of the reporting period. The quoted market price used for financial assets heid by the
group is the current bid price. These instruments are included in level 1.

Valuation techniques used to determine fair values

Specific valuation techniques used to value financial instruments include:

« the use of quoted market prices or dealer quotes for similar instruments

* During the year 2019 no disposals (2018:1).
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32 Foreign exchange gains/losses

The aggregate net foreign exchange gains/losses recognised in profit or loss were:

2019
$

Net foreign exchange gain/{loss) included in other income

1,287
Exchange losses on foreign currency borrowing included in finance costs

337

Total net foreign exchange (losses) recognised in profit before income tax for
the period 1,624

33 Commitments

Capital Commitmenis

2018

229
(731)
(502)

There was no capital expenditure contracted for at the end of the reporting period but not recognised as

liabilities.

Non-cancellable operating leases

The group leases various properties under operating leases expiring within six months to 99 years. The
leases have varying terms and renewal rights. On renewal, the terms of the leases are renegotiated.
From 1 January 2019, the group has recognised right-of-use assets for these leases, except for short term

and low-value leases, see note 24 for further information.

Commitments for minimurm lease payments in relation to non-cancellable operating leases are payable

2019
$

Within one year -
Later than one year but not later than five years -
Later than five years -

Total -

2018

1

$

1,152
4,242
7,573

2,967
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