nm

NATIONAL FLOUR MILLS LIMITED
2017 ANNUAL REPORT

‘Coatributing to Vs
! Healthier and {4
d—'f'opuer Lives



OUR VISION STATEMENT

To be the most trusted food and feed manufacturer in the region.

OUR MISSION STATEMENT
We will feed the region by:

® Meeting and exceeding global food safety standards

¢ Value for money offerings

e Fairness and equity in treating with our employees

Head Office

27-29 Wrightson Road
Port of Spain

Trinidad and Tobago
1-868-625-2416/7,
625-2451, 299-0001
1-868-625-4389
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325-6219

1-868-672-9880
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Notice of Forty-Fifth Annual Meeting

NOTICE IS HEREBY GIVEN that the Forty-Fifth Annual Meeting of the Shareholders of
National Flour Mills Limited (NFM) will be held on Friday 1st June, 2018, in the Auditorium,
Government Plaza, Lower Richmond Street, Port of Spain at 10.00 a.m. for the following
purposes:

Ordinary Business

1. To receive and adopt the accounts for the financial year ended 31st December 2017 and
the reports of the Directors and the Auditors thereon.

2. To approve the payment of a final dividend of 10 cents per share as recommended by the
Directors.

3. To re-elect Directors.
4. To appoint Auditors and to authorise Directors to fix their remuneration.

5. To transact such other business as may properly come before the meeting or any
adjournment thereof.

Notes

Record Date

The Directors of the Company have fixed the 2nd May 2018 as the Record Date for
determining shareholders who are entitled to receive Notice of the Meeting, and have
given notice thereof by advertisement in accordance with the Companies Act. Shareholders
listed on the Register of Members as at the close of business on that date will be notified
of the meeting by mail. A list of those shareholders will be available for examination by
shareholders at the Registered Office of the Trinidad and Tobago Central Depository, 10th
Floor, Nicholas Tower, 63-65 Independence Square, Port of Spain during normal business
hours and at the Annual Meeting.

Proxies

A Member of the Company entitled to attend and vote at the above Meeting is entitled to
appoint a proxy to attend and vote in his/her stead. Such proxy need not also be a member
of the Company. In the event that a Member of the Company wishes to appoint a proxy
to vote in his or her stead, such Member is required to complete and sign the appropriate
Proxy Form.

The signed Proxy Form should be deposited with the Secretary of the Company at the
Company'’s Registered Office, 27-29 Wrightson Road, Port of Spain 48 hours in advance of
the Meeting. Where a Proxy is appointed by a corporate member, the form of proxy should
be executed under seal or signed by an Officer or Attorney duly authorised.

Annual Report

The Annual Report can be accessed from the Company's website www.nfm.co.tt.

BY ORDER OF THE BOARD

Sati Jagmohan

Corporate Secretary
Date: 20th April 2018



We provide safe nutritious
products for individuals
and families
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Qur Brands

National Flour Mills Limited (NFM) was established in
1966 as Trinidad Flour Mills Limited and has since been
recognised as the leader in flour milling, rice packaging,
feed milling and dry mix operations throughout Trinidad
and Tobago.

All Purpose Flour, Bakers Flour and Rice Products
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Specialty Products

NATIONAL
FEEDS

PERFORMANCE"

Powerful Nutrition for Active Dogs
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Ibis all Purpose Premium Grade Hibiscus All Purpose Premium

Flour Great for making Bread, Grade Flour Great for making
Cake, Roti, Quick Breads, Cookies,  Pastry, Cakes, Ice Cream Cones and
Pastry, Bakes and Noodles Quick Breads

Lotus Line of Products

Great for making Bread, French Bread, Cakes, Muffins and Bagels
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Our Brands - continued

Lion Products Perfect for making Roti, Bakes, Pholourie and Dumplings.
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Ginger Tea
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Good N’ Natural Products Great for Tea, Ginger Beer, Breakfast Cereals
and Muffins.
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Our Brands - continued
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National Feeds Products

Command Performance Perromax
Powerful Nutrition for Active Dogs Adult Dog Food
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Qur Board

Mr. Shane Mr. Nigel Romano
Correia - Chairman
Ms. Sonja Mr. Sharaz Ms. Aliyah
Voisin Ahamad Jaggassar
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Mr. Ross
Alexander
Dr. Joseph Ms. Karen
Neville Jacob Shaw
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Biographies of Directors

Mr. Nigel L. Romano, B.Sc, M.Sc.,C.A

Mr. Romano is a Chartered Accountant
by profession, with extensive experience
in public accounting and banking across
the globe from the Caribbean to Asia. Mr.
Romano commenced his career as an Auditor
at KPMG and today holds the position of
Managing Director and Chief Executive
Officer of JMMB Bank (T&T) Limited.

During the course of his career, Mr. Romano
held several high profile positions, including
Partner, Ernst & Young, Trinidad; VP, Country
CFO, Citibank, Indonesia; Chief Operating
Officer, RBTT Financial Group; Sector Head,
Financial Services, Ansa McAl Group; and
Vice-President, Operations, Caribbean
Development Bank.

Mr. Romano holds a B.Sc in Management
Studies, an M.Sc in Accounting and is
currently pursuing his Executive MBA. He is
also a member of the Institute of Chartered
Accountants of Trinidad and Tobago (ICATT).

Mr. Romano brings key skills and competences
to NFM —a background in banking particularly
at a time when the Company is severely
challenged to obtain sufficient reserves of
foreign exchange, experience in the financial
services sector and strong leadership skills.
Since assuming the position of Chairman, Mr.
Romano’s focus has been on repositioning
the Company with an emphasis on innovation
and value creation to ensure sustained
profitability in accordance with the principles
of good corporate governance.
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Dr. Joseph Neville Jacob, Ph.D., CELS

Dr. Jacob is a results-oriented human resource
professional with over twenty years of human
resource management experience. Dr. Jacob
commenced his career at the Central Bank
of Trinidad and Tobago and has served
in numerous executive human resource
management positions in the United States
of America in companies such as Blockbuster
Video, HSBC Bank, New York National Bank,
Brownsville Multi-Family Medical Centre and
Long Island Railroad. Dr. Jacob also provided
human resource management consultation
services to organisations in Trinidad and
Tobago. Dr. Jacob currently holds the
position of Manager, Student Recruitment at
the University of Trinidad and Tobago, and
as a result of his passion for human capital
development, is sought after to provide
motivational communication and guidance to
students.

Dr. Jacob holds a Ph.D in Organisation and
Management, an M.Sc in Human Resource
Management and Training, a Post Graduate
Diploma in Human Resources Management,
and a B.Sc in Business Administration.

Dr. Joseph is the Chairman of the Human
Resource Committee and is a member of the
Audit Committee.
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Biographies of Directors - continued

Ms. Sonja Voisin - B.Sc

Ms. Voisin currently holds the position of
Director/Managing Director of Gulf Shipping
Limited. She stated off her career as a Product
Manager at Johnson & Johnson Limited,
where she had responsibility for overall
brand performance, and then progressed to
Gulf Shipping Limited, where she held the
position of Sales Representative. Her career
progressed in the marine sector, including a
stint as a Commissioner at the Port Authority
of Trinidad and Tobago. Ms. Voisin is currently
the President of the Shipping Association of
Trinidad & Tobago.

Ms. Voisin holds a B.Sc in Marketing, and
her areas of expertise include securing and
maintaining new business in the maritime
sector and developing strong networks with
stakeholders.

Ms. Voisin is the Chairperson of the Finance &
Board Tenders Committee and is a member
of the Human Resource Committee.

Ms. Aliyah Jaggassar - LLB, LEC, MBA

Ms. Jaggassar is an Attorney-at-Law with
extensive corporate legal experience in both
Trinidad and the United Kingdom, having
been admitted to practice for over 16 years.
In addition to her law degree, Ms. Jaggassar
also holds an MBA from Oxford-Brookes
University. Her career started as an Attorney
at M. Hamel-Smith & Co and she currently is
the Executive Director — Wealth Management
at Total Benefits Solutions Limited, where she
helps clients plan and invest for retirement.
Prior to that, Ms. Jaggassar held the position
of Vice-President - Business Process
Outsourcing/Shared Services Development
at the Trinidad and Tobago International
Financial Centre.
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Ms. Jaggassar spent a significant portion
of her career at RBC, during which time she
worked in various areas of the Company's
operations, including heading up the Trust
Company, where she acquired expertise in
dealing with loan financing instruments and
local and international bond issues. She then
went on to head up the Financial Planning
arm of RBC for the Region.

Ms. Jaggassar is the Chairperson of the Audit
Committee.

Ms. Karen Shaw - B.Sc, M.Sc, EMBA

Ms. Shaw is the Tobago representative on the
Board and brings her valuable experience
in food manufacturing in both the private
and public sectors to the Boardroom. Ms.
Shaw currently works as an Agro-Investment
Specialistatthe Division of Agriculture, Marine
Affairs, Marketing and the Environment. She
has had a long history in agriculture, starting
with the position of Food Technologist and
then advancing to the position of Director
of Marketing in the Marketing Department
of the Division of Agriculture, Marine Affairs,
Marketing and the Environment.

Over the years, Ms. Shaw has actively
promoted the development of agro-
processing in Tobago, including providing
technical expertise and project management
support to budding entrepreneurs as well
as ensuring that the required institutional
support was available to enhance the survival
rate for young businesses.

Ms. Shaw is a member of the Human
Resource Committee and a member of the
Audit Committee.
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Biographies of Directors - continued

Mr. Shane Correia - B.Sc, MBA

Mr. Correiais a high technology executive with
successful achievementsin digital and website
development, including web programming,
database design, system management,
strategic marketing and implementation,
print media, video animation, operations
management, new business development
and R & D management.

Mr. Correia is a member of the Human
Resource Committee and a member of the
Finance and Board Tenders Committee.

Ross Alexander - Labour Representative

Mr. Alexander has served as a Director of
NFM for many years. Mr. Alexander’s heart is
in the labour movement and over the years
he has served and continues to serve in
several positions, including Chairman of the
Caribbean Bauxite and Miners Federation,
Education Officer forthe National Trade Union
Centre, 3rd Vice President of the Trinidad and
Tobago Labour Congress, and Secretary of
the Seaman and Waterfront Workers Trade
Union. Mr. Alexander’s unique perspective
of both the labour and commercial aspects
of NFM’s business has been invaluable over
the years.

Mr. Alexander is a member of the Finance and
Board Tenders Committee and a member of
the Audit Committee.
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Mr. Sharaz Ahamad - B.Sc, MBA

Mr. Ahamad has been nominated by the
National Insurance Board of Trinidad
and Tobago. Mr. Ahamad is currently the
Managing Director of AHA Advisory Limited.

He was the former Director, Investment
Banking with FirstCaribbean International
Bank and has over eighteen (18) years senior
management experience, of which thirteen
years (13) has been in investment banking
and corporate banking.

Mr. Ahamad has also worked as Manager of
Product Development and Innovation and as
Assistant Vice President for Capital Markets,
Corporate Finance and Derivatives for a
leading global international investment bank
and held several senior management roles in
a local manufacturing company

Mr. Ahamad holds a B.Sc in Management
Studies with First Class Honours from the
University of the West Indies, an MBA
graduating as the top student with Distinction
from the Arthur Lok Jack Graduate School
of Business, and attended an Executive
Leadership Programme at the Wharton
School of the University of Pennsylvania.

Mr. Ahamad is a member of the Finance &
Board Tenders Committee.
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Chairman'’s Review

We have recognised that the
ability to grow a Company that
produces commodities such as
flour is limited and therefore the
focus going forward will be on
growing the Company through
strategic alliances, acquisitions
and networks for both product
and geographic diversification.

Nigel Romano
Chairman

Dear Shareholders, Global and Local Outlook

The World Bank forecasted an increase in
global economic growth to 3.1% in 2018 after
a much stronger than expected 2017 due to
On behalf of the Board of Directors, | wish to  recovery in global investment, manufacturing
report that 2017 was another profitable year andtrade. Further, Global EconomicProspects
for the Company. In 2017, despite reduced  (January 2018) reported that most emerging
sales as a result of the depressed economic and developing economies benefitted from
conditions, the Company was able to attain recoveries in exports. The improvement
revenues of $435M and a Net Profit after Tax in economic activity among commodity
of $29M. Earnings per Share declined from 29 exporters took place as key economies such
cents in 2016 to 24 cents in 2017, a decrease  as Brazil and the Russian Federation emerged
of 17%. from recession. As a result, prices of most
Like other companies in the manufacturing commodiities rose, ;onfﬁdence- imprpvgql and
sector, NFM has had to deal with reduced the drag from earher} tightening diminished
consumer demand for its products and in after a prolonged period of weakness.

particular for its feed products arising from  However, risks associated with financial market
the reduced disposable income of citizens. volatility, escalating trade protectionism and
The reduced revenue was off-set by more rising geopolitical risks could negatively
effective grain purchases, more effective debt  affect confidence, trade and overall economic
management and efficiencies in operations activity. The number of newly introduced
as a result of the ongoing continuous protection measures in 2017 stabilised in the
improvement initiatives. largest economies and declined in the rest

Financial Performance

14
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Chairman'’s Review - continued

of the world. However, the stock of these
measures continues to grow. Anti-dumping
duties and other tariffs accounted for close
to half of recently introduced protectionist
measures, followed by financial grants and
public procurement measures.

The threat of protectionism is still a major
concern as highlighted by the failure of the
G-20 economies to renew their long standing
commitment to free trade and pledge to
resist all forms of protectionism.

Oil prices are projected to average US$58
per bbl in 2018 and US$59 per bbl in 2019,
reflecting expectations of an increase in U.S
production due to increased efficiency gains
in the shale oil industry, moderate non-OECD
demand growth and very limited OECD
demand growth.

Agricultural prices weakened marginally in
2017 and are projected to remain stable in
2018 and 2019. However, improved growing
conditions have pushed stocks-to-use ratios
of key grains to multi-year highs. Fears of
supply disruptions, particularly in  North
America, which temporarily boosted grain
prices have started to subside. In 2017, Russia
emerged as the wheat king. Due to price
and proximity to the Black Sea, production in
Russia has become an important source for
middle eastern countries and made countries
like the U.S and Canada less attractive.

According to USDA in the U.S in 2017, wheat
production declined by 25% year-on-year.
Yields came in at an average of 46.3 bushels
per acre, a sharp drop (12%) from 52.7 bushels
reported in 2016. Acreage decreased for all
types of wheat year-on-year, with the largest
decline being for Hard Red Winter (HRW)
wheat.

However, overall global wheat supplies
are forecasted to increase due to higher
production forecasts for Argentina and
the Ukraine. Production in 2017/2018 only
decreased significantly year-on-year in a
handful of countries such as Canada and the
US, where wheat acreage fell to its lowest
level since records began 100 years ago.

15
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The projected global supply situation should
see prices remain relatively stable in the
foreseeable future.

Trinidad & Tobago

The continuing lower returns from both the
energy and non-energy sectors resulted
in a projected contraction of the Trinidad
and Tobago economy of 2.3% in 2017, as
compared to a 6.0% contraction in 2016
with reduced declines in the petroleum and
non-petroleum sectors. Overall productivity
continued to decline in all industries, with
the largest contractions occurring in the food
processing industry.

During 2017, the manufacturing sector
continued to be plagued by declining
consumer demand, compounded by
challenges in obtaining adequate foreign
exchange to satisfy obligations to foreign
suppliers. This problem was alleviated to a
major extent by the prioritisation of foreign
exchange to the manufacturing sector.
A 3.2% contraction was expected for the
manufacturing sector which represents a
slightly better performance compared to the
5.5% contraction in 2016.

Strategic Initiatives

e Against this background, NFM embarked
on a strategic planning process in the 4th
quarter of 2017 to determine the strategies
required to guide the Company over the
next five year period. Given the variability
of wheat and ocean freight prices and
trends by consumers for healthier, more
easy to use products, the objective of the
strategic planning exercise was to chart a
course that would reduce the Company’s
reliance on wheat-based products. In
addition, given the need to contribute
to the achievement of food security and
economic diversification, it was determined
that linkages to the agricultural sector
would be explored.



nn

Chairman'’s Review - continued

Food safety concerns are on the
rise worldwide and have led to the
enforcement of stringent food safety
regulations in markets being targeted
by NFM. Therefore, the attainment of
SQF Certification remains a priority
for the Company. In this regard, the
implementation of infrastructural projects
such as warehouse air-conditioning and
system upgrades were pursued.

Globally, food manufacturing companies
are reviewing their operations with the
objective of increasing flexibility in their
operations to meet changing customer
requirements as well as real time
traceability in the food production line.
NFM is also reviewing the capability of its
operations to be flexible and, through the
upgrade of our operating system, achieve
traceability in the production line.

In response to consumer demand for
healthy ingredients and for the listing of
those ingredients on the packaging of
products, the ingredients used in NFM's
products are being reviewed by the
Product Development Unit.

The divestment of the Rice Mill at Carlsen
Field has been approved by Government
and efforts are underway to effect this
decision. This move would effectively
transfer the responsibility for rice
processing to the private sector leaving
NFM to focus on its core operations.

The structure of the organisation is under
review. In more developed countries,
food manufacturers are placing greater
emphasis on the use of technology and
improved systems to become more cost
efficient. The implementation of continuous
improvement initiatives has achieved some
measure of success in containing cost. In
addition, significant upgrades to our ERP
systems were undertaken and in 2018,
we anticipate reaping the rewards from
those upgrades. In addition, in 2018, in the
context of the strategic initiatives we will
focus on aligning structure and strategy.

16
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e Decreasing productivity is a national
problem. NFM has not been immune
and in 2018 we will continue our efforts
to improve our productivity—doing more
with less.

Future Outlook

The Board is of the view that the successful
implementation of the strategic initiatives
identified above will result in sustainable
competitive advantages for the Company.
The continued reliance of revenues from
wheat-based products represents a risk to the
prosperity of the Company and deliberate
attempts are being made to diversify the
Company's portfolio of risks.

In 2018 the operational configuration of the
Company will be reviewed and investments
will be made to ensure that we have the
right mix of people and technology to
guarantee the viability of the Company. We
have recognised that the ability to grow a
Company that produces commodities such as
flour is limited and therefore the focus going
forward will be on growing the Company
through strategic alliances, acquisitions and
networks for both product and geographic
diversification.

Acknowledgments

The Directors wish to extend their sincere
thanks and appreciation to the shareholders,
employees, unions, suppliers and customers
for their contribution and support to the
Company. We wish to assure all of our
stakeholders that the Board of Directors
remains committed to the sustainable
development of the Company and the
creation of value for its customers and
Trinidad and Tobago and the Caribbean.

e

S -

'Nfg':lfRomano
- Chairman
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Directors’ Report

The Directors are pleased to present their
report to the Shareholders for the year
ended 31st December 2017.

Principal Activities

The principal activities of the Company are
the production and sale of flour and feed.

Financial Performance

$'000
Turnover 435,493
Profit before Taxation 44,766
Taxation (15,711)
Profit for the Year 29,055
Other Comprehensive Income
Net of Tax (1,473)
Total Comprehensive Income
for the Year 27,582

Retained Earnings brought forward 110,349
Retained Earnings carried forward 125,911

eport 2017

Dividends

The Board of Directors recommend a
dividend payment of 10 cents per share for
the year ended 31st December 2017.

Directors

In accordance with Article 75 of the
Company's Articles of Association, all the
Directors will retire from office at the Annual
Meeting and being eligible, offer themselves
for re-election.

Directors and Substantial Interests

Directors’ Beneficial Interests Shareholding
Ross Alexander 20,017
Aliyah Jaggassar 1,000

Substantial Interests as defined by Section 1

81 (2) (a) of the Companies Act 1995

National Enterprises Limited 61,301,998 (51.00%)
National Insurance Board of Trinidad and Tobago 7,540,951 (6.27%)
MASA Investments Limited 6,597,854 (5.49%)
Colonial Life Insurance Company (Trinidad) Limited 4,521,379 (3.76%)
TATIL Life Assurance Limited 2,764,080 (2.30%)
Olympic Manufacturing Limited 2,500,000 (2.08%)
RBC Trust (Trinidad & Tobago Limited) 2,311,654 (1.92%)
Olympic Rentals Limited 1,717,724 (1.43%)
Premchand Beharry 1,000,000 (0.83%)
Bourse Nominee 980,903 (0.82%)

Auditors

The Auditors, PricewaterhouseCoopers will retire at the end of the Annual Meeting, and
being eligible, offer themselves for re-appointment.

By Order of the Board

Sati Jagmohan
Corporate Secretary
Registered Office
27-29 Wrightson Road
Port of Spain
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Ms. Sati Jagmohan
- Corporate Secretary
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Executive Management Team

Mr. Kelvin Mahabir
- Chief Executive Officer

Ms. Cheryl Mr. Robert Ms. Cheryl Ms. Pamela
Lee Kong Subryan Edwards Niamath

- GM, Sales & - GM, Finance - GM, Operations - GM, Business
Marketing Support Services
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Report of the Chief Executive Officer

Mr. Kelvin Mahabir
- Chief Executive Officer

Over the last two years, the organisation
has been adapting its facilities, systems
and workforce to treat with the rapidly
changing business environment. Initiatives
like the continuous improvement
programme and the implementation
process for our safe food certification
have enabled NFM to adjust its operations
to cope with what has been a very
tumultuous economic environment.

As the economy of Trinidad and Tobago
continued to grapple with the effects of
reduced energy prices and the resulting
reduction in the disposable incomes of
consumers, NFM has had to contend with
reduced demand for some of its offerings
and in particular, our feed products. Floods
in Trinidad & Tobago, hurricanes in the
region, inadequate ferry service to Tobago
and foreign exchange problems in Suriname,
Barbados and Venezuela also contributed to
the reduced sales.
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Financial Performance

On behalf of the Management of the
Company, | wish to report that NFM was
able to deal with the many challenges of
2017 and has recorded another profitable
year. Revenues of $435M were achieved as
compared to $470M in 2016. Net Profit after
Tax for 2017 was $29M and Earnings per
Share 24 cents.

The financial performance of the Company
was influenced by the following:

e Better Forex Management — the more

favourable allocation of foreign exchange
to the manufacturing sector has improved
our ability to pay our suppliers and meet
our loan obligations on a timely basis,
resulting in reduced finance charges.

More Effective Procurement Practices —
grain prices continue to be monitored
closely and prudent grain purchases
have resulted in significant cost savings
compared to prevailing market rates.

ERP Upgrade — the upgrade of the ERP
system commenced in 2017. By mid-2018,
NFM will have in place a fully integrated
ERP system. This will facilitate traceability,
transparency, real-time information
and better governance, all of which will
work towards promoting more effective
decision-making.

Continuous Improvement Programme -
significant strides were achieved across
our operations as over 30 projects were
completed to date with a focus on
efficiency improvement. This has resulted
in better management and deployment
of production shifts and preventive
maintenance  programmes  with  a
corresponding impact on plant and labour
productivity.

Decline in Feed and Grain Sales - this
was the primary driver of our lower sales
level, with feed declining by $13.7M
and grain sales by approximately $20M.
The latter occurred due to shifts in the
business models of previous customers,
which resulted in our pricing becoming
uncompetitive.
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Report of the Chief Executive Officer - continued

Strategic Initiatives

In 2017, NFM continued on its thrust to
become the most trusted food and feed
manufacturer in the region. In this regard, a
strategic planning exercise was undertaken to
revitalise and grow the Company with a focus
on organic growth, inorganic growth and
the continued development of our people
to support the agreed strategic initiatives.
The intent was to ensure that the NFM of
the future places less reliance on any single
market or product range, while keeping its
business aligned to its core competencies.

Organic Growth

In 2017, we continued to upgrade our plant
and machinery to achieve our global food
safety certification, improve the efficiency and
productivity of our operations and expand
capacity. The certifying body upgraded to
the version 2018 of the SQF code during
2017, requiring significant changes in our
systems and procedures. These changes
have been evaluated and plans are in
place for completion and for a certification
audit in 2018. By continuing to pursue this
certification, we will achieve the levels of food
safety that are increasingly being demanded
by the marketplace in many countries.

In pursuit of the food certification, some of the
significant infrastructural projects undertaken
were the upgrades of the warehouses,
roadways and our feed mill aspiration system.
Projects are also underway in our packaging
and processing operations. NFM remains
committed to innovation and continuous
improvement and to the maintenance of an
efficient manufacturing capability. In addition,
we have thoroughly reviewed and upgraded
our ICT systems and are seeking to put
measures in place to ensure the provision of
real time information to guide management
decision making.

New products made inroads in our markets,
with Roti and Doubles flour seeing rapid
growth in the second half of the year
Additionally, special flour blends, which have
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been made to satisfy our different geographic
market segments, have started to gain
traction. In the pet food market, Perromax
was launched and has shown good growth in
the mid to lower segments.

The stable domestic demand for flour-
based products and the growing customer
preference for healthier products pushed
our focus towards growing export sales.
Increased exports will allow the Company
to satisfy unmet demand regionally and
increase the Company'’s ability to earn foreign
exchange.

While growth was seen in some of our export
markets, the decline in the export of grains
has resulted in an overall net reduction of
42%. New markets continue to be pursued
to reverse this trend and are in various stages
of development, with some having long
registration processes.

Inorganic Growth

The continued reliance on revenues derived
from wheat-based products leaves the
Company vulnerable to exogenous shocks,
which have the ability to erode profitability.
It was therefore deemed necessary to
commence initiatives to grow the Company
through strategic alliances and acquisitions
in areas linked to NFM's core competences,
which can provide NFM with greater control
over its value chain, while developing linkages
with local and regional agricultural sectors.

Operations

In our efforts to obtain cost efficiencies, the
focus was on maximising capacity utilisation
and overall equipment effectiveness in order
to boost productivity A more structured
preventative  maintenance  programme
was implemented, which resulted in less
downtime and enhanced the ability to
manage stock-outs. Further, the integration
of the Production module into the ERP system
will improve the efficiency of operations
through less reliance on manual inputs.
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Report of the Chief Executive Officer - continued

In support of our focus on innovation and
new product development, the upgrade of
the operating capacity of the Dry-Mix Facility
was identified as a priority for 2018. Increasing
competition in the dry-mix segment from
international players, along with growth
opportunities in our markets for flour-based
mixes, points to this segment playing a
greater role in our revenue diversification
efforts.

Health Safety and Environment

We continue to promote a culture of healthy
lifestyles and a safe working environment for
our employees. The focus of our HSE Team is
to develop policies and procedures to guide
the operations of the Company to ensure
compliance with the legislation. The Safety
Committee continues to meet monthly with a
focus on ensuring our systems and personnel
are being upgraded and trained to eliminate
accidents in the workplace. We believe that
accidents are preventable and are redoubling
efforts to reverse the six additional loss-time
incidents seen in 2017 over 2016.

Divestment of the Rice Mill

NFM operates the Rice Mill at Carlsen
Field on behalf of the Government of the
Republic of Trinidad & Tobago. In 2016, a
decision was made by Cabinet to divest the
Rice Mill and transfer the responsibility for
the development of the rice industry to the
private  sector.  PricewaterhouseCoopers
was engaged as the Consultant to manage
the process. A preferred investor has
been identified and Cabinet subsequently
agreed to the establishment of a Transition
Committee to oversee the completion of the
process. Subject to the successful completion
of negotiations with the preferred bidder, it
is expected that the sale and transfer of this
asset along with a lease for the site can be
finalised in 2018.

People

Some progress has been made in building a
mindset of greater accountability through the
involvement ofthe workforce inthe continuous
improvement programme. Employees are
now more in tune with meeting targets for
the food safety certification programme and
improving operational efficiency. In 2018,
the focus will continue to be on building an
ownership culture, which will allow the teams
to work in greater alignment to meet the
organisation’s objectives through owning not
just its problems, but the solutions.

The HRIS system is now operational with
the exception of the talent module. Full
implementation inclusive of training s
expected to be completed by April 2018.

Creating greater employee engagement is
being tackled from a number of perspectives-

e A rewards and recognition policy was
implemented throughout the organisation.

e Employee-oriented programmes are being
developed to create more employee
accountability, social interaction, loyalty
and a culture of ownership.

® A job evaluation exercise was started in
2017 and will provide the basis for job
validation and enrichment.

Risks

NFM operates in an increasingly competitive
environment. The sustainable growth of the
Company requires the prudent management
of risks. Some of the main risks facing the
organisation are:

e Depreciation of the exchange rate of the
Trinidad and Tobago dollar

e Volatile costs of raw materials due to
supply and demand conditions as well as
changing exchange rates

e Continued depressed economic conditions
and reduced consumer spending
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Report of the Chief Executive Officer - continued

Increased transportation costs due to
increases in fuel prices

Worsening of government’s budgetary
imbalance between expenditures and
revenues

Lifestyle changes that can negatively
impact some of our product lines

During the course of 2018, a more robust and
systematic approach to risk management will
be developed.

CSR Initiatives

NFM  remains committed to being a
responsible corporate citizen. While the
Company continued to support cultural and
educational initiatives, in 2017 we initiated
a more structured approach to CSR. Our
intention is to adopt a more developmental
approach to CSR and going forward, the
emphasis will be on making our manufacturing
operations more environmentally friendly,
engaging our employees to facilitate

improved productivity and continuing to
improve our governance structure.
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Corporate Governance Report

The Board is responsible and accountable for managing the affairs of the Company
in the context of the Company’s By-Laws, the Companies Act and other regulatory
legislation and for ensuring that there is good governance throughout the organisation.
In addition, the Company continues to review its practices in relation to the principles
outlined in the Corporate Governance Code of Trinidad & Tobago.

The Board delegates specific responsibilities to the Committees of the Board as defined in
their individual Charters. At present there are three (3) Committees of the Board. The current
governance framework at NFM is as follows:

Board of
Directors

Audit Human Finance &
Resource Board Tenders
Committee Committee

Committee

During the financial year under review, the independent of Management. The Directors
Board maintained responsibility for: serve as a check on each other and in so
doing, ensure that decisions are unbiased

i) Determining the strategic direction of : .
@ 'ning strategic direch and are in the best interest of the Company.

the Company. Accordingly, approval
was given for the engagement of a
Consultant to facilitate the development
of the Strategic Plan for the period 2018-
2022. The Board delegates specific responsibilities
to Board Committees. Each Committee is
authorised to investigate matters falling under
its purview and to make recommendations to
the Board based on the findings from their
analysis and, if necessary, investigations.

Board Committees

(i) Financial controls, compliance and
risk management - (i) approving
treasury policies (i) approving financial
statements for publication (iii) approving
budgets (iv) reviewing the effectiveness
of the internal control systems and The Chair of each Committee reports to
(v) approving changes to NFM’'s debt the Board at Board Meetings on matters
structure. relevant to the Committee’s duties and

responsibilities. The minutes of each Board
Committee meeting are provided to the

The Board of Directors Board so that the Directors are provided

with the opportunity to discuss the issues

The Board currently comprises eight (8) considered by the respective Committees.

members all of whom are considered
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Corporate Governance Report - continued

The Chief Executive Officer

Day-to-day management of the Company is
delegated to Management through the Chief
Executive Officer. The Board is updated on
all delegated matters by the Chief Executive
Officer at Board Meetings.

The Corporate Secretary

The Corporate Secretary works with the
Chairman of the Board and the Board
Committees and is responsible for the
smooth running of the Board and ensuring
that all governance matters are appropriately
addressed.

The Corporate Secretary is responsible for
providing secretariat services for each of the
Board Committees.

The Internal Auditor

The Internal Auditor heads the Company’s
Internal Audit function reporting functionally
to the Audit Committee and administratively
to the Chief Executive Officer. The work of
the Internal Auditor is guided by the Audit
Charter and the Annual Audit Work Plan.

Corporate Social Responsibility

entity, creating value for its stakeholders while
being a responsible corporate citizen. The
Company is also committed to contributing
to the attainment of food security in Trinidad
& Tobago. NFM’s articulated values are:

* Results Oriented

e Accountability

e Customer Delight

® Innovation

e Value for Money

e Building Teams and Talent
® Fairness and Integrity

Key initiatives include:

e Promoting sustainable manufacturing
practices including measures to reduce
emissions;

e Supporting culture and education
through cash and non-cash contributions
to various groups and organisations
throughout Trinidad & Tobago

We create value for our citizens through (i) the
provision of employment (ji) the provision of
products and services that satisfy basic needs
at a reasonable price and satisfy food quality
and safety standards.

NFM operates as part of a wider community
and takes into consideration the impact of
its activities on the environment in which it
operates as demonstrated below:

* Upgrade of facilities to reduce
air and water pollution
® Reduced spillage

J

National Flour Mills Limited (NFM) is
committed to being a successful business
o Profitability )

¢ Production of Safe products

in conformance with quality

standards in an efficient

manner

¢ Effective procurement of
\__raw materials

o Fair treatment of employees

e Promotion of health and

safety practices

¢ Contributions to the

promotion of education and

culture

J

*Adapted from model developed by Tesi di Lauria, 2015
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*Development of policies and

procedures
® Transparency in operations
¢ Ongoing training and

development

e Ethical Leadership from the
very top of cascading down
\_throughout the Organisation
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Statement of Management's Responsibilities

Management is responsible for the following:

¢ Preparing and fairly presenting the accompanying financial statements of National Flour
Mills Limited (the Company), which comprise the statement of financial position as at 31
December 2017, the statement of comprehensive income, statement of changes in equity
and cash flows for the year then ended, and a summary of significant accounting policies
and other explanatory information;

e Ensuring that the Company 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 Company’s assets, detection/prevention of fraud, and the achievement of
Company operational efficiencies;

e 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

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

In preparing these audited 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 Company will not
remain a going concern for the next twelve months from the reporting date; or up to the date
the accompanying financial statements have been authorised for issue, if later.

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

- \%‘éM 0 '”)bﬁ&}l

.

_birsctor Birector
23 March 2018 23 March 2018
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Independent Auditor’s Report

To the shareholders of National Flour Mills Limited

Report on the audit of the financial statements

Our opinion

In our opinion, the financial statements present fairly, in all material respects the financial
position of National Flour Mills Limited (the Company) as at 31 December 2017 and its financial
performance and its cash flows for the year then ended in accordance with International
Financial Reporting Standards.

What we have audited

National Flour Mills Limited's financial statements comprise:

¢ the statement of financial position as at 31 December 2017;

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

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

¢ the notes to the financial statements, which include a summary of 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 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 Company 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.
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Independent Auditor’s Report - continued

Our audit approach

Overview

e Overall materiality: TT$2.2 million, which represents 5% of
profit before tax.

Materiality

e In addition to determining materiality, we also assessed,
amongst other factors, the following in designing our audit

scope - the risk of material misstatement in the financial statements
- significant accounting estimates
Key audit - the risk of management override of internal controls

e 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 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 fraud.

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

Materiality

The scope of our audit was influenced by our application of materiality. An audit is designed
to obtain reasonable assurance whether the 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 financial statements.

Based on our professional judgement, we determined certain quantitative thresholds for
materiality, including the overall materiality for the 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 financial statements as
a whole.
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Independent Auditor’s Report - continued

Materiality - continued

Overall materiality TT$2.2 million

How we determined it | 5% of profit before tax

Rationale  for the | We chose profit before tax as the benchmark because, in our
materiality benchmark | view, it is the benchmark against which the performance of the
applied Company is most commonly measured by users, and is a generally
accepted benchmark. We chose 5% which is within a range of
acceptable benchmarks.

We agreed with the Audit Committee that we would report to them misstatements identified
during our audit above TT$112,000 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 financial statements of the current period. These matters were
addressed in the context of our audit of the financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these matters.
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Independent Auditor’s Report - continued

Key audit matters - continued

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

See notes 3 (j), 3 (k), 4, 10 and 11 to the
financial statements for management’s
disclosures of related accounting
policies, judgements and estimates.

The Company sponsors a defined
benefit pension plan and a medical and
life insurance plan. As at 31 December
2017, the Company had a:

retirement benefit asset of TT$21M,
which represents 4% of total assets,
comprised of plan assets valued at
TT$188M (of which TT$86M is not
based on observable market data),
and a defined benefit obligation of
TT$167M.

medical and life insurance plan liability
of TT$18M which represented 7% of
total liabilities.

We focused on the valuation of the
retirement benefit asset and the medical
and life insurance plan liability as they
require significant levels of judgement
and technical expertise in determining
appropriate assumptions. A number of
the key assumptions can have a material
impact on the calculation of the liability
including;

- discount rates;

- salary increases; and

medical inflation rates

Management utilises an independent
external actuary to perform certain
calculations with respect to the
estimated obligations.

Management utilises the work of the
plan’s institutional Trustee to perform
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 that they have developed
to value these unquoted investments.
Significant judgement and assumptions
are utilised because of the limited external
evidence to support the valuations.

Key audit matter How our audit addressed the Key audit matter

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

1. Discount rates - the rates used by management
were compared to the yield of a Government of
Trinidad & Tobago bond of a similar period.

2. Salary increases - salary increases were compared
to historical increases, taking into account the
current economic climate.

Medical inflation rates are actuarial assumptions

determined by management'’s independent actuary

based on their experience with this as well as other
similar plans. We performed the following procedures
over the assumptions used in the calculation:

1. Assessed the independence and competence of
the actuary used by management to calculate the
pension obligation and medical and life insurance
liability confirming that they are qualified and that
there was no affiliation to the Company.

. Evaluated the methodology used by management’s

independent expert and noted that it was

consistent with prior periods and in compliance
with the relevant reporting standard.

Tested the census data used in the actuarial

calculation by comparing it to personnel files.

There were no differences identified based on our

procedures performed.

We 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.

Specifically, we assessed the significant inputs relating

to yield, prices and valuation inputs against external

sources and compared to similar transactions in

the marketplace. In some cases, these resulted in a

different valuation to that calculated by management.

In our view, the differences were within a reasonable

range of outcomes, in the context of the inherent

valuation uncertainties disclosed in the 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.

3.
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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 2017 (but does not include the 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 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 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 financial statements or our knowledge
obtained in the audit, or otherwise appears to be materially misstated.

When we read the Annual Report 2017, if we conclude that there is a material misstatement
therein, we are required to communicate the matter to those charged with governance.

Responsibilities of management and those charged with governance for the financial
statements

Managementis responsible for the preparation and fair presentation of the financial statements
in accordance with International Financial Reporting Standards, and for such internal control
as management determines is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company'’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 Company or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial
reporting process.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the 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 financial statements.
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Independent Auditor’s Report - continued

Auditor’s responsibilities for the audit of the financial statements - continued

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

e |dentify and assess the risks of material misstatement of the 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 resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

e 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 Company’s internal control.

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

e 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 Company’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
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 Company to cease to continue
as a going concern.

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

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 safeguards.

From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the audit of the 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 doing 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.
?riqua'tfhnru-t_,&v:r’-‘!r‘\

29th March 2018
Port of Spain
Trinidad, West Indies
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Statement of Financial Position

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

As at
31 December
2017 2016
Notes $ $
Assets
Non-current assets
Property, plant and equipment 12 175,757 164,549
Retirement benefit asset 10 20,914 20,277
Deferred taxation 15 5,436 5,050
Restricted deposit 7 1,581 6,200

203,688 196,076

Current assets

Accounts receivable and prepayments 8 74,067 70,714
Amount due from the Government of the
Republic of Trinidad and Tobago (GORTT) 22 17,137 14,901
Inventories 9 61,625 72,051
Restricted deposit 7 75,020 54,728
Tax recoverable 3,418 -
Cash and cash equivalents 6 55,452 94,374
286,719 306,768
Total assets 490,407 502,844

Liabilities and equity
Non-current liabilities

Deferred taxation 15 45,910 43,564
Medical and life insurance plan 11 18,120 16,833
Lease liability 25 - 932
Borrowings 14 37,293 24,452
101,323 85,781
Current liabilities
Accounts payable and accruals 13 47,052 47,013
Current tax payable - 4,655
Amount due to the Government of the
Republic of Trinidad and Tobago (GORTT) 22 14,448 11,622
Current portion of finance lease liability 25 885 603
Borrowings 14 83,221 125,254
145,606 189,147
Total liabilities 246,929 274,928
Shareholders’ equity
Stated capital 16 120,200 120,200
Treasury shares 28 (2,633) (2,633)
Retained earnings 125,911 110,349
243,478 227,916
Total liabilities and equity 490,407 502,844

The notes on pages 37 to 67 are an integral part of these financial statements.

On 23 March 2018, the Board of Directors of National Flour Mills Limited authorised these
financial statements for issue. \

%) —~ /
Director 4 77 Director\ 2> -~ {

- 33



I'ﬁn National Flour Mills Limited - Annual Report 2017

Statement of Comprehensive Income

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

Year ended
31 December
2017 2016
Notes $ $

Revenue 435,493 470,509
Cost of sales 18 (304,697) (330,518)
Gross profit 130,796 139,991
Expenses

Selling and distribution expenses 18 (34,822) (35,625)

Administration expenses 18 (47,441) (43,682)

Other operating income 23 5,718 5,909
Operating profit 54,251 66,593
Net finance cost 17 (9,485) (10,962)
Profit before taxation 44,766 55,631
Taxation charge 15 (15,711) (20,946)
Profit for the year 29,055 34,685
Other comprehensive income

Items that would not be reclassified to profit or loss

Re-measurement of retirement benefit asset 10 (1,478) 12,387

Re-measurement of medical and life insurance plan 11 (626) 1,437

Deferred taxation 15 631 (4,147)
Other comprehensive (loss)/income, net of tax (1,473) 9,677
Total comprehensive income for the year 27,582 44,362
Earnings per share

Basic earnings per share 19 24¢ 29¢

The notes on pages 37 to 67 are an integral part of these financial statements.
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Stated Treasury Retained
capital shares earnings Total
$ $ $ $

Year ended 31 December 2016
Balance as at 1 January 2016 120,200 - 75,604 195,804
Total comprehensive income:
Profit for the year _ _ 34,685 34,685
Actuarial gain for the retirement benefit

asset and medical and life insurance plan - - 9,677 9,677
Treasury shares - (2,633) -- (2,633)
Transactions with owners of the Company:
Dividends declared -- -- (9,617) (9,617)
Balance as at 31 December 2016 120,200 (2,633) 110,349 227,916
Year ended 31 December 2017
Balance as at 1 January 2017 120,200 (2,633) 110,349 227,916
Total comprehensive income:
Profit for the year - - 29,055 29,055
Actuarial loss for the retirement benefit

asset and medical and life insurance plan -- -- (1,473) (1,473)
Transactions with owners of the Company:
Dividends declared -- -- (12,020) (12,020)
Balance as at 31 December 2017 120,200 (2,633) 125,911 243,478

The notes on pages 37 to 67 are an integral part of these financial statements.
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Cash flows from operating activities

Profit before taxation

Adjustments for:
Depreciation
Interest expense
Retirement benefit and medical plan expense
Amortisation of trademarks
Other non-cash movements
Increase in provision for doubtful accounts

Operating profit before working capital changes
Changes in working capital:
Increase/decrease in accounts receivable and prepayments
Decrease in inventories
Increase in accounts payable and accruals
Increase in amounts due to GORTT

Cash generated from operating activities
Interest paid
Taxes paid

Net cash generated from operating activities

Cash flows from investing activities
Restricted deposit
Purchase of property, plant and equipment

Net cash used in investing activities

Cash flows from financing activities
Net borrowings/repayments
Dividends paid
Payments for treasury share purchases by trust
Finance lease liability repaid

Net cash used in/generated from in financing activities
Net decrease/increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

The notes on pages 37 to 67 are an integral part of these financial statements.
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Year ended
31 December
2017 2016
$ $
44,766 55,631
15,298 12,929
8,149 6,258
650 2,245
- 533
(293) 901
642 2,517
69,212 81,014
(3,353) 5,025
10,426 6,889
(39) (15,107)
590 2,237
76,836 80,058
(7,871) (8,552)
(21,243) (5,389)
47,722 66,117
(15,673) (54,728)
(26,5006) (10,960)
(42,179) (65,688)
(29,192) 38,930
(14,623) (8,164)
-- (1,100)
(650) (743)
(44,465) 28,923
(38,922) 29,352
94,374 65,022
55,452 94,374
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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.

Its principal activities are the production and distribution of food products and animal and
poultry feeds. The Company’s major shareholder is National Enterprise Limited owning
51% of the issued share capital. The Company’s registered office is 27-29 Wrightson
Road, Port of Spain. The ultimate shareholder is the Government of the Republic of
Trinidad and Tobago.

2  Basis of preparation

a.

Statement of compliance

These financial statements have been prepared in accordance with International
Financial Reporting Standards (IFRS) and interpretations issued by the IFRS
Interpretations Committee (IFRSIC) applicable to companies reporting under
IFRS. The financial statements comply with IFRS as issued by the International
Accounting Standards Board (IASB). The financial statements have been prepared
on a historical cost basis.

The preparation of the 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 Company's accounting policies. It
also requires the use of assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of income and expenditure during
the reporting period. Actual results may differ from these estimates. The areas
involving a higher degree of judgement or complexity, or areas where assumptions
and estimates are significant to the financial statements are disclosed in Note 4.

Going concern

The directors have a reasonable expectation that the Company has adequate
resources to continue in operational existence for the foreseeable future. The
Company therefore continues to adopt the going concern basis in preparing its
financial statements.

Functional and presentation currency

ltems included in the financial statements are measured using the currency of
the primary economic environment in which the entity operates (‘the functional
currency’). These financial statements are presented in Trinidad and Tobago dollars,
which is the Company’s functional currency.
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3

Summary of significant accounting policies

The accounting policies set out below have been applied consistently to all periods
presented in these financial statements.

a.

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 Company 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 period 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 5-10years
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

Leases of property, plant and equipment under which the Company assumes
substantially all the risk and rewards of ownership are classified as finance leases.
Assets held under finance leases are capitalised at the lower of the fair value of
the leased assets and the present value of the minimum lease 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 statement of financial position.
Each lease payment is allocated 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.
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Summary of significant accounting policies - continued

C.

Trademarks

Trademarks are stated at cost less accumulated amortisation. Amortisation is
recognised on a straight-line basis over the estimated useful lives of the trademarks
of up to a maximum of 14 years.

Financial instruments
Classification

The Company classifies its financial assets in the following categories loans and
receivables.

The classification depends on the purpose for which the investments were acquired.
Management determines the classification of its investments at initial recognition
and re-evaluates this designation at the end of each reporting period.

Recognition and de-recognition

Regular way purchases and sales of financial assets are recognised on trade-date,
the date on which the Company 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 Company has transferred
substantially all the risks and rewards of ownership.

When securities classified as available-for-sale are sold, the accumulated fair value
adjustments recognised in other comprehensive loss are reclassified to profit or
loss as gains and losses from investment securities.

Measurement

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

Loans and receivables are subsequently carried at amortised cost using the effective
interest method.

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 settlement or
redemption and direct issue costs, are accounted for 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.

Accounts payable

Accounts payable are recognised initially at 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).
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Summary of significant accounting policies - continued

e.

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.

Inventories

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. Otherwise inventories are valued using the
first-in first-out method.

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

Accounts receivable

Accounts receivable are classified as loans and receivables and recognised initially
at fair value and subsequently measured at amortised cost using the effective
interest method, less provision for impairment. A provision for impairment of trade
receivables is established when there is objective evidence that the Company
will not be able to collect all amounts due according to the original terms of the
receivables. Significant financial difficulties of the debtor, probability that the
debtor will enter bankruptcy or financial reorganisation, and default or delinquency
in payments are considered indicators that the trade receivable is impaired. The
amount of the provision is the difference between the asset’s carrying amount and
the present value of estimated future cash flows, discounted at the original effective
interest rate. The carrying amount of the asset is reduced through the use of a
provision for impairment, and the amount of the loss is recognised in profit or loss.
The provision is utilised when the accounts receivable is uncollectible.

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 the tax relates to
items recognised directly in equity or in other comprehensive loss.

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.
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Summary of significant accounting policies - continued

h.

Taxation - continued
Deferred tax

Deferred income tax is provided, 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 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 relate
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 reporting date, the Company assesses whether there is any indication that
assets may be impaired. Where an indicator of impairment exists, the Company
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.

Retirement benefit plan

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

The liability or asset recognised in the 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 Company’s net obligation in respect of the defined benefit plan (the Plan) is
calculated by estimating the amount of future benefit and that employees have
earned in the current and prior periods, discounting that amount and deducting
the fair value of the Plan assets. When the calculation results in a potential asset
for the Company, 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).
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Summary of significant accounting policies - continued

j.

Retirement benefit plan - continued

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.

Re-measurement of the net defined benefit asset, which comprise actuarial gains
and losses, the return on plan assets (excluding interest) are recognised immediately
in other comprehensive loss.

Net interest expense (income) or the net defined benefit liability (asset) is
determined using the discount rate. Net interest expense and other expenses
related to the retirement benefit plan are recognised in profit or loss.

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

Medical and life insurance plan

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

The Company's obligation in respect of the medical plan is calculated using
approximate actuarial valuations of the Company’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 countries
where 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.

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 liabilities are settled.
The liabilities are presented in the statement of financial position within accounts
payable and accruals. See note 28 for details on the employee share ownership
plan.
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Summary of significant accounting policies - continued

m.

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 resulting
profits and losses on exchange from these activities are recorded in the profit or
loss within finance cost.

Provisions

Provisions are recognised when the Company 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 consideration
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.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable.
Amounts disclosed as revenue are net of returns, trade allowances, rebates.
The Company recognises revenue when the amount of revenue can be reliably
measured, it is probable that future economic benefits will flow to the entity and
specific criteria have been met.

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 (2016 and prior year).

Earnings per share

Earnings per share is calculated by dividing the profit or loss attributable to ordinary
shareholders of the Company by the weighted average number of ordinary shares
outstanding during the year.

Dividends

Provision is made for the amount of any dividend declared, being appropriately
authorised and no longer at the discretion of the Company, on or before the end of
the reporting period but not distributed at the end of the reporting period.
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Summary of significant accounting policies - continued

S.

Segment reporting

IFRS 8 requires operating segments to be identified on the basis of internal financial
information about components of the Company 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 product/services
perspective. Operating segments have been identified as Food, Animal Feed and
Other.

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

Offsetting financial assets and financial liabilities

Financial assets and financial liabilities are offset and the net amount reported in
the statement of financial position when there is a legally enforceable right to offset
the recognised amounts and there is an intention to settle on a net basis or realise
the asset and settle the liability simultaneously. 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 Company
or the counterparty.

Employee Share Ownership Plan (ESOP)

The Company operates an Employee Share Ownership Plan (ESOP) to give effect
to a contractual obligation to pay profit sharing bonuses to employees via shares of
the Company based on a set formula. All permanent employees of the Company
are eligible to participate in the Plan that is directed by a Management Committee
comprising management of the Company 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 Company contributions and cash advances by the
Company to the ESOP. The cost of the shares so acquired have been recognised in
Other Equity as Treasury Shares.

New standards and interpretations not yet adopted

The Company has applied the following standards and amendments for the first
time for their annual reporting year commencing 1 January 2017.

e Amendments to IAS 12 — Income Tax on Recognition of deferred tax asset for
unrealised losses; and

o Amendment to IAS 7- Statement of cashflows, and IFRS 12, Disclosure of interest
in other entities.

The adoption of these amendments did not have any impact on the current period
or any prior period and is not likely to affect future periods.

Other standards, amendments and interpretations which are effective for the
financial year beginning 1 January 2017 are not material to the Company.
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Summary of significant accounting policies - continued

V.

New standards and interpretations not yet adopted - continued

A number of new standards, amendments to standards and interpretations are not
yet effective for the period ended 31 December 2017, and have not been applied in
preparing these financial statements. Those which may be relevant to the Company
are set out below. The Company does not plan to early adopt these standards.

e |[FRS 15 — Revenues from Contracts with Customers - The IASB has issued
a new standard for the recognition of revenue. This will replace IAS 18 which
covers contracts for goods and services and IAS 11 which covers construction
contracts. The new standard is based on the principle that revenue is recognised
when control of a good or service transfers to a customer — so the notion of
control replaces the existing notion of risks and rewards. Mandatory adoption is
expected for fiscal year beginning 1 January 2018.

e |FRS 9 — Financial Instruments - IFRS 9 addresses the classification, measurement
and de-recognition of financial assets and financial liabilities and introduces new
rules for hedge accounting. In July 2014, the IASB made further changes to the
classification and measurement rules and also introduced a new impairment
model. These latest amendments now complete the new financial instruments
standard. The new impairment model is an expected credit loss (ECL) model
which may result in the earlier recognition of credit losses. Mandatory adoption
is expected for fiscal year beginning 1 January 2018.

e |FRS 16— Leases - IFRS 16 eliminates the classification of leases as either operating
leases or finance leases for a lessee. Instead all leases are treated in a similar way
to finance leases applying IAS 17. Leases are ‘capitalised’ by recognising the
present value of the lease payments and showing them either as lease assets
(right-of-use assets) or together with property, plant and equipment. If lease
payments are made over time, a company also recognises a financial liability
representing its obligation to make future lease payments. The most significant
effect of the new requirements will be an increase in lease assets and financial
liabilities. Mandatory adoption is expected for fiscal year beginning 1 January
2019.

The Company has not yet assessed how the financial statements would be affected
by the new standards listed above.

There are no other standards, amendments or interpretations effective for the
financial period after 31 December 2017 which could have a material impact on the
Company’s financial statements.
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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 area involving significant estimates or judgements relates to the estimation of defined
benefit pension obligation/asset and the Medical and life insurance plan obligation.
Application of certain of the Company's accounting policies requires management to
make judgements, assumptions and estimates concerning the future as detailed below.

Estimates
Valuation of retirement benefit asset and medical and life insurance plan

The present value of the pension obligations depends 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 pensions include the discount rate. Any changes
in these assumptions will impact the carrying amount of pension obligations.

The Company 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 Company 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 10 and 11.
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5  Financial risk management

a.

Financial risk factors

The Company'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 Company has exposure to the following risks
from its use of financial instruments:

(i) Credit risk
(ii) Liquidity risk
(ili) Market risk which includes:
(a) Currency risk
(b) Interest rate risk and
(c) Price risk
This note presents information about the Company’s exposure to each of the above

risks, and its framework for managing these risks. Further quantitative disclosures
are included in relevant notes throughout these financial statements.

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

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

(i) 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 Company is exposed to credit risk, which is the potential for loss due to
a debtor's failure to pay amounts when due. The Company 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 Company trades with third parties who are subject to credit verification
procedures, which take into account their financial position and past experience.
Individual risk limits are set based on internal analysis.

Credit risk on cash and cash equivalents held by the Company are minimised
as all cash deposits are held with banks which have acceptable credit ratings.
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5  Financial risk management
a.  Financial risk factors - continued
(ii) Liquidity risk - continued

The Company's policy throughout the year has been to maintain a mix of
short and medium term borrowings. Short-term flexibility is achieved by
bank overdraft and revolving grain facilities. In addition it is the Company’s
policy to maintain committed undrawn facilities in order to provide flexibility
in the management of the Company’s liquidity. The tables below analyse
the Company’s financial liabilities which will be settled based on its relevant
maturity groupings using the remaining period at the statement of financial
position 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 statement of financial position date.

Less Between Between Total
than 1&2 2&5 Cash carrying
Contractual maturities 1year years years flow  value
of financial liabilities $ $ $ $ $
At 31 December 2016
Liabilities
Accounts payables 45,722 - - 45722 47,013
Borrowings 130,038 1,589 29,220 160,847 149,706
Amounts due to GORTT 11,622 -- - 11,622 11,622
Finance Lease 1,480 805 -- 2,285 1,535

188,862 2,394 29,220 220,476 209,876

At 31 December 2017
Liabilities

Accounts payables 46,049 - - 46,049 47,052
Borrowings 89,068 40,247 1,352 130,667 120,514
Amounts due to GORTT 14,448 -- -- 14,448 14,448
Finance lease 885 - - 885 885

150,450 40,247 1,352 192,049 182,899

Accounts payable in the tables above exclude statutory liabilities which do not
meet the definition of financial liabilities under IFRS 7, while borrowing includes
interest payments.

The Company 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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5

Financial risk management - continued

a.

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

A 1% change 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% shift
in the foreign exchange rate is considered a reasonable and possible shift.

Impact on
profit or loss
2017 2016
$ $
Cash 376 7
Accounts receivable 84 60
Accounts payable (1,135) (186)
Borrowings (1,205) (1,253)
(1,880) (1,372)

(b) Interest rate risk

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

Cash flow interest rate risk is the risk that the Company’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 $1,205 (2016: $884).

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 Company's financial assets and liabilities are carried on the financial
statements at amortised cost. Thus the Company is not exposed to fair
value interest rate risk.
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5

Financial risk management - continued

a.

Financial risk factors - continued
(iii) Market risk - continued
(c) Price risk

The Company is exposed to price fluctuations in the commodity market
from its main raw material being grain. To manage this risk the Company
uses forward contracts to manage price risk exposure. The Company does
not use hedge accounting as the purchases are for own use as defined
under IAS 39. There were no outstanding forward contracts at year end.

Fair value estimation

The fair value of Company 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 of the Company’s financial assets and liabilities are carried at amortised cost.

Capital risk management

The Company’s objectives when managing capital are to safeguard the Company'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 Company
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.

Cash and cash equivalent

2017 2016

$ $
Cash in hand and at bank 55,198 94,123
Short-term deposits 254 251
Cash and cash equivalents 55,452 94,374

Restricted deposit

At 31 December 2017, the Company held deposits of $76,601 (2016: $60,928). Restricted
deposits comprise of:

- $75,020 earns interest of 2.45% and is held to secure a foreign currency denominated

working capital facility and these mature within twelve months of the statement of
financial position date; and

- $1,581 is with a financial institution and is used to secure the Company'’s lease facility.

The funds are held in a deposit, and earn interest of 0.15%.
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8

Accounts receivable and prepayments

2017 2016
$ $

Trade receivables 89,708 89,625
Less provision for doubtful amounts (31,984) (31,342)

57,724 58,283
Prepayments 1,428 990
Other receivables 14,915 11,441

74,067 70,714

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 $8,108 (2016:
$7,341) and amounts receivable from National Flour Mills Cooperative of $2,215 (2016:
$2,133).

The movement in the provision for impaired trade receivables consists of increases for
additional provisions offset by receivables written off and unused provision released
back to the profit or loss account. The provision is utilised when there is no expectation
of recovering additional cash.

2017 2016

$ $
Opening provision 31,342 28,825
Increase in the provision (net of recoveries) 642 2,517
Closing provision 31,984 31,342

The other classes of receivables are not considered to be impaired.

2017 2016
Past due Impaired Past due Impaired
Fully but not and Fully but not and
performing impaired provided for performing impaired provided for
$ $ $ $

Current 47,562 -- -- 44,922 -- --
Over 45 days -- 6,057 -- -- 5,297 --
Over 60 days -- 4,105 -- -- 8,064 --
Over 90 days -- -- 31,984 -- -- 31,342
Provision -- -- (31,984) -- -- (31,342)
47,562 10,162 -- 44,922 13,361 --

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 Company’s policy that overdue
accounts are reviewed monthly at sales and marketing management meetings to
mitigate exposure to credit risk and are provided for where appropriate.
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8

10

Accounts receivable and prepayments - continued
Past due but not impaired

This relates to a number of independent customers for whom there is no recent history
of default. The aging analysis is shown above.

The Company does not hold any significant collateral as security (2016: nil).

Inventories
2017 2016
$ $
Raw materials 50,189 57,341
Packaging materials 3,792 4,066
Finished goods and work in progress 7,644 10,644
61,625 72,051

Inventories are stated after a provision for impairment of $650 (2016: nil). The amount
recognised as an expense in the year in respect of the write down of inventories is nil
(2016: $178). The amount recognised as a credit in the year in respect of reversals of write
downs of inventories is $nil (2016: $718).

The cost of inventories recognised as an expense and included in cost of sales is $231,124
(2016: $253,504) (Note 18).

Retirement benefit asset

2017 2016
$ $
Present value of defined benefit obligation (167,626) (160,059)
Fair value of the assets in the Plan 188,540 180,336
Recognised asset for the Plan 20,914 20,277
a. Change in defined benefit obligations
Defined benefit obligation at start of year (160,059) (162,703)
Benefits paid 6,682 5,993
Current service cost (4,352) (5,837)
Interest cost (8,623) (7,987)
Members' contributions (2,240) (1,604)
Past service cost (196) --
Remeasurements:
- experience adjustments 1,162 1,003
- actuarial losses from changes in
financial assumptions - 11,076
Defined benefit obligation at end of year (167,626) (160,059)
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10 Retirement benefit asset - continued

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

2017 2016

$ $
- Active 57% 57%
- Deferred members 15% 15%
- Pensioners 28% 28%

The weighted average duration of the defined benefit obligation at the year-end is

13.8 years (2016: 13.8 years).

- 98% (2016: 98%) of the value of the benefits for active members is vested.

- 20% (2016: 20%) of the defined benefit obligation for active members is conditional
on future salary increases.

2017 2016
$ $
c. Change in Plan assets
Plan assets at start of year 180,336 171,762
Company contributions 5,750 4,482
Members’ contributions 2,240 1,604
Benefits paid (6,682) (5,993)
Interest income 9,943 8,580
Expected return on Plan assets (2,640) 308
Expense allowance (407) (407)
Plan assets at end of year 188,540 180,336
Actual return on Plan assets 7,303 8,888
d. Asset allocation

Locally listed equities 52,017 51,495
Foreign equities 14,618 10,199
TT$-denominated bonds 86,429 72,316
Non TT$-denominated bonds (mainly US$) 18,447 16,662
Mutual funds (short-term securities) 311 873
Cash and cash equivalents 7,016 18,562
Other (immediate annuity policies) 9,702 10,229
Fair value of Plan assets at end of year 188,540 180,336

The Plan does not directly hold any assets and/or shares of the Company.
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10 Retirement benefit asset - continued

2017 2016
$ $
e. Expense recognised in profit or loss
Current service cost 4,352 5,837
Interest on defined benefit obligation (1,320) (593)
Administration expenses 407 407
Past service cost 196 -
Net pensions cost 3,635 5,651
f. Re-measurements recognised in other
comprehensive loss
Experience (losses)/gains (1,478) 12,387
g. Reconciliation of opening and closing statement
of financial position entries
Opening defined benefit asset 20,277 9,059
Net pension cost (3,635) (5,651)
Re-measurements recognised in other
comprehensive loss (1,478) 12,387
Company contributions paid 5,750 4,482
Closing defined benefit asset 20,914 20,277
h. The Company expects to contribute $5.2 million to
its defined benefit pension plan in 2018.
i. 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 2017 1% pa 1% pa
decrease increase

Discount rate 24,543 (19,812)

Future salary increases (6,549) 7,450

31 December 2016

Discount rate 23,423 (18,909)

Future salary increase (6,251) 7,110
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10 Retirement benefit asset - continued

i. Summary of principal assumptions - continued

An increase of 1 year in the assumed life expectancies would increase the defined
benefit obligation at 31 December 2017 by $2,906 (2016: $2,773). These sensitivities
were calculated by re-calculating the defined benefit obligations using the revised
assumptions as adjusted for the sensitivities.

There have been no changes in the way the sensitivity analysis was computed when
compared with the financial year ended 31 December 2016.

The most recent actuarial assessment of the Pension Plan was at 31 December 2014.

11 Medical and life insurance plan

2017 2016
$ $
Recognised liability for the Medical and
Life Insurance Plan 18,120 16,833
a. Change in the obligations
Obligation at start of year (16,833) (17,194)
Benefits paid 789 394
Current service cost (546) (620)
Interest cost (904) (850)
Re-measurements:
- experience adjustments (626) 227
- actuarial losses from change in financial assumptions - 1,210
Obligation at end of year (18,120) (16,833)
b. The obligation is allocated between
the members as follows:
- Active 42% 42%
- Pensioners 58% 58%
The weighted average duration of the obligation
at the year-end was 14.3 years (2016: 15.3 years).
c. Expense recognised in profit or loss
Current service costs 546 620
Interest on obligation 904 850
Net medical cost 1,450 1,470
d. Re-measurements recognised in
other comprehensive loss
Experience losses (626) 1,437
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11 Medical and life insurance plan - continued

2017 2016
$ $
e. Reconciliation of opening and closing statement of
financial position entries
Opening medical plan liabilities 16,833 17,194
Net medical plan costs 1,450 1,470
Re-measurements recognised in
other comprehensive loss 626 (1,437)
Company contributions paid (789) (394)
Closing medical and life insurance plan liability 18,120 16,833
f. The Company expects to pay $822
in benefits in 2018.
g. 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 calculation of the Medical Plan obligation is sensitive to the assumptions used.
The following summarises how the Medical Plan obligation would have changed as a
result of a change in the assumptions used.

31 December 2017 1% pa 1% pa
Decrease Increase

Discount rate 2,874 (2,277)

Medical cost increases (1,658) 2,070

31 December 2016

Discount rate 2,571 (2,046)

Medical cost increases (1,521) 1,891

An increase of 1 year in the assumed life expectancies would increase the Medical Plan
obligation at 31 December 2017 by $168. These sensitivities were calculated by re-
calculating the defined benefit obligations using the revised assumptions. There were
no changes in the way the sensitivity was computed when compared with the financial
year ended 31 December 2016.
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11

Medical and life insurance plan - continued

g. Summary of principal assumptions - continued

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 Company is exposed
to a number of risks, the most significant of which are detailed below:

(i)

(ii)

Asset volatility

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 yield, this will create a deficit. The Plan holds a significant
proportion of equities, government bonds and corporate bonds, which all provide
volatility and risk. As the Plan matures, the Company intends to reduce the level of
investment risk by investing more in assets that better match the liabilities.

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

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.

(iii) Inflation risks

Some of the group’s pension obligations are linked 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.
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12 Property, plant and equipment

Plant Office

Industrial machinery furniture

and office and and Motor Work in

buildings equipment equipment vehicles progress Total

$ $ $ $ $

Year ended
31 December 2017
Opening net book value 98,700 41,694 5,125 889 18,141 164,549
Additions 8,510 8,007 4,915 791 4,283 26,506
Depreciation (6,579) (6,552) (1,604) (563) - (15,298)
WIP commissioned 5,288 7,850 1,902 - (15,040) --

Closing net book value 105,919 50,999 10,338 1,117 7,384 175,757

At 31 December 2017

Cost 162,125 309,996 39,794 7,407 7,384 526,706
Accumulated depreciation (56,206) (258,997) (29,456)  (6,290) -- (350,949)
Net book value 105,919 50,999 10,338 1,117 7,384 175,757
Year ended

31 December 2016

Opening net book value 101,575 48,716 3,801 1,282 11,144 166,518
Additions 46 691 2,695 531 6,997 10,960
Depreciation (2,921) (7,713) (1,371) (924) - (12,929
Closing net book value 98,700 41,694 5,125 889 18,141 164,549

At 31 December 2016

Cost 147,089 294,301 35,323 6,614 18,141 501,468
Accumulated depreciation (48,389) (252,607) (30,198)  (5,725) -- (336,919)
Net book value 98,700 41,694 5,125 889 18,141 164,549

(i) Non-current assets pledged as security

The Company 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 land 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.
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12 Property, plant and equipment - continued

13

14

(i) Finance leases

The motor vehicles category of non-current assets relates to amounts where the
Company is a lessee under a finance lease (refer to note 25) for further details).

(iii) Depreciation of $11,926 (2016: $10,373) was recognised in cost of sales with $3,372

(2016: $2,556) recognised in expenses.

Accounts payable and accruals

Trade payables
Payroll related liabilities
Accrued expenses

2017 2016
$ $
24,801 29,292
9,998 8,255
12,253 9,466
47,052 47,013

Included within payroll related expenses is the amount payable to employees of $3,604

(2016: $3,262) under the Employee Share Ownership Plan (note 28).

Borrowings

Total borrowings
Less current portion

Non-current portion

2017 2016
$ $
120,514 149,706
(83,221) (125,254)
37,293 24,452

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

finance the importation of grain:

Export Import Bank of Trinidad and Tobago
(Eximbank) Limited

Citibank (Trinidad and Tobago) Limited

NCB Global Finance Limited

TTD equivalent of USD denominated loans
Republic Bank Limited

Total borrowings
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14 Borrowings - continued
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 date

(i) Interest on the Facility granted by the Lender is payable by the Company 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 6.50% per annum.

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

Citibank (Trinidad and Tobago) Limited
The terms and conditions with Citibank (Trinidad and Tobago) Limited are as follows:

() The Revolving Line of Credit in the amount of US$10M for trade finance related
activities, in relation to the purchase of grain and other associated costs as permitted
by the Lender. The tenor of disbursements is 90 days after which both interest and
principal becomes due..

(i) This facility is secured by a letter of guarantee issued by the Ministry of Finance and
the Economy of the Government of the Republic of Trinidad and Tobago for up to
US$15M. Interest ranges between 2.82% to 2.91%. Additional security is provided
by way of a debenture on all fixed and floating assets of the Company as well as a
collateral mortgage over all real property stamped to cover TT$90M ranking pari
passu with a similar debenture held by Republic Bank Limited.

(iii) This loan facility was paid off in February 2017.

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

(i) A5 year amortised facility for TT$40M to cover working capital and operating costs
at a fixed interest rate of 4.75%.

(i) This facility is secured by a debenture on all fixed and floating assets of the Company
as well as a collateral mortgage over all real property, stamped to cover TT$90M
ranking pari passu with a similar debenture held by Citibank (Trinidad and Tobago)
Limited.

NCB Global Finance Limited

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

() A5 year amortised facility for US$10M 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 TT$75M held by NCB Global Finance
Limited bearing interest of 2.45%
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15 Current and deferred taxation

2017 2016
$ $

Current taxation expense
Deferred tax charge 2,591 11,850
Current tax — prior year under accrual 1,189 -
Current tax charge 11,931 9,096

15,711 20,946
The Company’s effective tax rate of 35% (2016: 38%)

differs from the statutory tax rate of 30% as follows:

Profit before taxation 44,766 55,631
Tax calculated at 30% 13,430 13,908
Tax impact of expenses not deductible for tax purposes 1,210 953
Tax impact of income not subject to tax (1,195) (490)
Under accrual of prior year tax 1,189 -
Green fund expense 1,324 -
Tax impact of change in deferred tax rate from 25% to 30% - 6,575
Other differences (247) .

15,711 20,946
Deferred taxation
Deferred income tax asset 5,436 5,050
Deferred income tax liabilities (45,910) (43,564)
Net deferred income tax liability (40,474) (38,514)

Retirement Property
Tax benefit Medical plant and
losses asset plan equipment Total
$ $ $ $ $

At 1 January 2016 7,569 (2,266) 4,298 (32,118) (22,517)
Charge to:
- profit or loss (7,569) (101) 1,183 (5,363) (11,850)
- other comprehensive loss -- (3,716) (431) - (4,147)
As at 31 December 2016 -- (6,083) 5,050 (37,481) (38,514)
At 1 January 2017 - (6,083) 5,050 (37,481) (38,514)
(Charge)/credit to:
- profit or loss - (635) 198 (2,154) (2,591)
- other comprehensive loss - 443 188 - 631
As at 31 December 2017 -- (6,275) 5436 (39,635) (40,474)

In the prior year the Company 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 Company 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 financial statements in relation to this matter.
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16 Stated capital

2017 2016
$ $
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
17 Net finance cost
2017 2016
$ $
Interest and bank charges 9,896 6,276
Interest income (1,747) (18)
Foreign exchange loss 1,336 4,704
9,485 10,962
18 Expenses by nature
2017 2016
$ $
Direct materials 231,124 253,504
Salaries and wages 81,425 80,719
Rents, rates and taxes 2,486 2,504
Transportation, security, electricity,
communication and handling charges 22,960 22,950
Repairs and maintenance 7,435 6,067
Depreciation 15,298 12,929
Insurance 4,359 7,279
Professional and legal fees 4,374 4,800
Provision for doubtful accounts 642 2,517
Advertising and promotion 2,201 2,311
Amortisation of trademarks - 533
Other 14,656 13,712
Total cost of sales, selling and distribution
and administrative expenses 386,960 409,825

19 Earnings per share

Earnings per share is calculated by dividing the profit attributable to ordinary
shareholders of $29,055 (2016: $34,685) by the weighted average number of ordinary
shares outstanding of 120,200 (2016: 120,200).

Only basic earnings per share are presented as there are no potentially dilutive share
options in issue.
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20

21

22

23

Dividends

Final equity dividends to the shareholders of the Company 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 2016 of 0.010 cents per
share or $12,020 was declared in the 2017 financial year.

Related party transactions

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

2017 2016
$ $

Key management compensation
All managers and executive salaries 11,211 10,658
Post-employment benefits 912 713
Director's fees 570 557
Salary advance 42 15
Amount 12,735 11,943

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

Amounts due to/from GORTT

a. National Flour Mills Limited (NFM) has an agreement with the Ministry of Agriculture,
Land and Fisheries which allows for NFM to purchase all rice paddy from local rice
farmers. The amounts paid to local rice farmers is reimbursable by the Ministry to
NFM. This amount as well as the proceeds for the sale of the processed rice (which is
reimbursable by NFM to the Ministry) is recorded as the amounts due to the GORTT
and totalled $14.44M (2016: $11.62M).

b.For the rice sales a payable is set up with the GORTT through the agreement with the
Ministry of Agriculture, Land and Fisheries; and an asset (other receivable) recorded
for the management fees and costs associated with maintaining the rice paddy as
amounts due from the GORTT and totalled $10.4M (2016: $7.86M).

c. Also included within amounts due from GORTT is a balance owed from the GORTT
from offering discounts to customers to pass onto the public. This totalled $6.7M
(2016: $7.34M).

Other operating income

a. NFM has an agreement with the Ministry of Agriculture, Land and Fisheries whereby
NFM is paid a management fee of $400 per month for the operation of the Rice Mill
at Carlsen Field. This agreement is expected to be terminated during 2018 as the
process to divest the Rice Mill has begun. The Rice Mill asset will be sold outright
whilst a lease for the occupied premises will be entered into between the successful
applicant and NFM. This divestment is expected to also terminate the arrangement by
which NFM purchases and processes rice from the local rice industry.

b.NFM has a sub-lease agreement with Trinidad and Tobago Electricity Commission
(T&TEC) for five (5) years for an annual amount of $800 of which 25% is payable to Port
Authority of Trinidad and Tobago (PATT).
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23 Other operating income - continued

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

2017 2016
$ $
Management fee 4,800 4,800
Rental income — sublease 800 800
Transactions with related parties 5,600 5,600
Other amounts 118 309
5,718 5,909
24 Financial instruments by category
2017 2016
$ $
Loans and receivables at amortised cost
Financial assets
Accounts receivable 72,639 69,724
Amounts due from the GORTT 17,137 14,901
Cash and cash equivalents 55,452 93,374
Restricted deposit 76,601 60,928
221,829 238,927
Financial liabilities
Accounts payable and accruals 46,049 45,722
Amounts due to the GORTT 14,448 11,622
Borrowings 120,514 149,706
181,011 207,050
25 Finance and operating lease commitments
2017 2016
$ $
Finance leases liabilities
Gross finance lease liabilities — minimum lease payments
Within one year 904 1,480
Later than one year but not later than five years - 805
Future finance charge on finance lease liabilities (19) (750)
Present value of finance lease liabilities 885 1,535
Within one year 855 603
Later than one year but not later than five years - 932
885 1,535

The finance leases pertain to motor vehicles (note 12).
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25

26

27

Finance and operating lease commitments - continued
Non-cancellable operating leases

The Company has entered into a lease arrangement for the land in where its head office
is situated. The minimum lease payments of this arrangement is as follows:

2017 2016

$ $
Within one year 1,946 1,946
Later than one year but not later than five years 7,785 7,785
Later than five years 4,386 9,373
14,117 19,104

Contingent liabilities

In the normal course of operations, the Company is party to various legal proceedings.
Management has assessed the Company’s likely liability for all claims in the financial
statements. The actual liability could differ from these estimates.

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

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

Accounts of Trinidad and Tobago 10,000 23-Mar-19
TTD The Comptroller of Customs and Excise

Accounts of Trinidad and Tobago 1,500,000 20-Jan-18
TTD The Comptroller of Customs and Excise

Accounts of Trinidad and Tobago 10,000 2-Jul-18
TTD The Comptroller of Customs and Excise

Accounts of Trinidad and Tobago 50,000 4-Mar-18
TTD The Comptroller of Customs and Excise

Accounts of Trinidad and Tobago 1,500,000 4-Mar-18
TTD Comptroller of Accounts 11,000 20-Sep-18
TTD The State of Trinidad and Tobago 10,000 23-Mar-18
TTD The State of Trinidad and Tobago 10,000 23-Mar-18

Operating segments

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

¢ Food includes manufacturing and distributing flour, flour by-products and rice.
¢ Animal feed includes manufacturing and distribution of feed products for animals.
Other operations include the purchase and sale of imported dry goods and grain.
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27

28

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:

2017 2016
$ $
Revenue
Flour 281,311 276,820
Feedmill 104,178 117,903
Parboiled rice 5,206 6,175
Corn 2,619 6,166
Dry mixes 21,106 20,293
Trading 3,927 5,243
Qil 9,785 8,874
Soya 7,361 29,035
435,493 470,509
Revenues from external customers
Export sales 25,438 44,289
Local sales 410,055 426,220
435,493 470,509

Major customers

The Company has one customer whose revenue exceeds 10% of total sales. In 2017 sales
with this customer was 12.63% of total sales (2016: 11%).

Other equity

The Company provides for employee participation in the capital ownership structure of
the Company by providing access to shares in the Company through its Employee Share
Ownership Plan (ESOP). The plan which took effect from May 5, 1995, allowed for an
initial injection of $700 into the Trust with annual amounts not exceeding 3% of after tax
profits for distribution to all 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 employee is pro-rated based on that employee’s basic salary
as a factor of total basic salaries of permanent employees in the particular 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 Company on behalf of the employees. The Company’s liabilities 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 share held by the plan as at 31 December 2017 was 2,311
(2016: 2,335) with a fair value of $4,415 (2016: $5,884). The fair value was derived from the
Trinidad and Tobago Stock Exchange at the statement of financial position date.
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Management Proxy Circular

Republic of Trinidad and Tobago
The Companies Act, 1995
(Section 144)

1. Name of Company
NATIONAL FLOUR MILLS LIMITED: Company No. N-763 (95)(A)

2. Particulars of Meeting — Forty-Fifth Annual General Meeting of the shareholders
of the Company to be held in the Auditorium, Government Plaza, Lower Richmond
Street, Port of Spain on Friday 1st June 2018 at 10.00 a.m.

3. Solicitation - It is intended to vote the Proxy hereby solicited by the Management
of the Company (unless the shareholder directs otherwise) in favour of all
resolutions specified in the Proxy Form.

4. Any Director’'s statement submitted pursuant to Section 76(2) - No statement
has been received from any Director pursuant to Section 76(2) of the Company’s
Act, 1995.

5.  Any Auditor’'s statement submitted pursuant to Section 171(1) — No statement
have been received from the Auditors of the Company pursuant to section 171 (1)
of the Company’s Act 1995.

6. Any Shareholder’s proposal and/or statement submitted pursuant to Sections
116(1) and 117(2) — No Proposal has been received from any Shareholder pursuant
to Sections 116(a) and 117(2) of the Companies Act, 1995.

Date Name and Title Signature

20th April 2018 Sati Jagmohan g:iﬁw Ie) R
Secretary
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Make the dough by combining 2 cups of Ibis Flour with Saf Yeast, sugar and salt. Add Lotus Soya
Bean Oil and water, knead to a soft dough, add a little more flour to make a smooth, pliable
dough. Cover and let rest for about 30 minutes, preheat oven to 400°F. Grease a large cookie
sheet, divide dough into 12 pieces. Combine tomato sauce with garlic and oregano, set aside.
Roll each piece of dough into a 3-inch circle, dimple dough and place onto cookie sheet. Spread
tomato sauce and top with vegetables and pineapple Sprinkle on grated cheese. Cook until
cheese is melted and pizza is light browned around the edges, 15-20 minutes. Makes 2, 11-inch
pizzas.

[ngredients

2 %210 3 cups Ibis Premium Grade Flour, 1 packet Saf Instant Yeast,

1 teaspoon sugar %2 tsp salt, 2 tbs Lotus Soya Bean Oil, 1 cup warm water (105° - 115°F),
1 cup Italian tomato sauce, 1 tsp minced garlic, 1 tsp dried oregano,

4 cup sliced green or red bell pepper, 1 cup sliced mushrooms (optional),

4 cup pineapple bits (drained), 2 cups grated cheeses

To receive more recipes via email or wats app, please send ‘BI‘

your email address or contact number to recipes@nfm.co.tt T g

ATRADITION OF EXCELLENCE
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