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Independent Auditors' Report

To the Members of
Seprod Limited

Report on the Financial Statements

We have audited the accompanying consclidated financial statermnents of Seprod Limited and its
subsidiaries, and the accompanying financial statements of Seprod Limited standing alone sat out on
pages 1 to 58, which comprise the consolidated and company balance sheets as of 31 December 2008
and the consglidated and company profit and loss accounts, statements of changes in equity and cash
flow statements for the year then ended and a summary of significant accounting policies and other
explanatory notes.

Managerment’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with Intemational Financial Reporting Standards and with the requirements of the Jamaican
Companies Act This responsibility includes: designing, implementing and maintaining internal control
relevant to the praparation and fair presentation of fnangial statements that are free from materal
misstatement, whether due to fraud or error: selecting and applying appropriate accounting policies; and
making accounting estimates that are reasonable in the circumnstances.

Auditor's Responsibility

Our respansibility is ko express an opinion on these financial ststements based on our audit We
conducted our audit in accordance with International Standards an Auditing. Those standards require that
we comply with ethical requirements and plan and perform the audit to obtain reascnable assurance
whelher the financial statements are free from material misstatement

An audit invoives performing procedures to obtain audit evidencs about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors judgment, including the
assessment of the nsks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessmants, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not far the purpose of EXpressing &n opinion on the effectivenass of
the entity's internal controf. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by management, as well as avalusting the
overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provida a basis for
our audit opinmon.
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Cpinion

In cur opinion, the accompanying financial statements give a true and fair view of the financial position of
the group and the company as of 31 December 2008 and of financial performance and cash flows of the
group and the company for the year then enged, 50 far as concemns the members of the company, in
accordance with Intermational Financiai Reporting Standarde and the requirements of the Jarnaican
Companies Act.

Raport on Additional Requirements of the Jamaican Companies Act
As required by the Jamaican Companies Act, we have obtained all the information and expianations
which, to the best of our knowladge and belief, were necessary for the purposes of our audit.

information required by the Act, in the manner S0 required.

Priced alinde o & orypens

Chartered Accountants

9 March 2004
Kingston, Jamaica




Seprod Limited

Consoligated Profit and Loss Account
Year anded 31 December 2008
(expressed in Jamaican dollars unless ctherwise indicated}
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Nota
Revenue
Direct expenses
Gross Profit
Finance and other operating income &
Selling expenses
Adrinistration expenses
ther operating expenses
Operating Profit
Finance costs 5
Negative goodwill 30
Share of results of assaciates 17(c}
Profit before Taxation
Taxation 10
NET PROFIT ATTRIBUTABLE TO STOCKHOLDERS 1"

EARMNINGS PER STOCK UNIT 12

2008 2007
$'000 £000
3,257 660 8,189,984
{7.158,157) (4,752,009}
2,099,503 1,437,885
520,064 408,072
[243,547) (196,770)
(874,836} {679,864)
(36.926) (37.318)
1,484,258 933,005
(28,756} (38,506

- 138,048

- 202,612
1.435,462 1,235,060
(497,259 (222,060}
938,203 1,013,009
$1.82 $1.96




Seprod Limited
Consolidated Balance Sheet
31 December 2008

{expressed in Jamaican dollars unless otherwise indicated)
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2008 2007
Note $'000 $°600
Non-currant Assats
Fixed assets 14 2,128,771 1,866 885
Intangible assets 15 52 019 54 360
Available-for-sate 16 684,840 741271
Long term receivables ia 1116357 1,211,579
Retirement benefit assot 18 15,800 24,100
Biclogical assets 20 129,565 95,630
Deferred tax assets 28 805 B4Y
4 128,058 3,968 474
Current Assets
Inventories 21 1,333,458 Tod 554
Receivables 22 851,859 813,551
Available-for-sale investments 16 403,599 172,637
Current portion of 1ong term racevables 18 264 185 245,715
Taxation recoverable 16,351 16,351
Cash and bank balances 23 380,186 4889 793
3,379,778 2,533,041
Current Liabilities
Payables 24 515926 4265 754
Current portion of long term liabifitiss 27 106,231 91618
Taxation payable 248 333 B1.167
871,499 554, 538
Net Curtent Assets 2.508 2589 1,933,502
3] 47 $.0932.976
Equity
Share camital 23 561,287 561,287
Capital reserve 26 784,021 840 264
Retained earnings 4,550,042 3844 596
3.875.350 5,255 547
Non-current Liabilities
Lang term iiabilities 27 366,302 410, 0ad
Deferred tax Labilities 28 335295 212,735
Retirement benefit obligations 13 59,400 54,800
750,897 877 429
BBIEIAT | 5932976
Approved for issue h:.r the Board of Di rs an 9 March 2009 amﬁ glgned on its behalf by:
Paul Seott Director Richard Jongs =J Directar




Seprod Limited

Consolidated Statement of Changes in Equity

Year ended 31 December 2008

(expressed in Jamaican dollars unless otherwise indicated)
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Baiance as at 1 January 2007
Total recognised income for 2007
Met profit

Fair value gaing on availzble-for-sale
securties

Reaiised fair value gains on sale of
imvesiments

Transfer to capital reserve — loss on sale of
investments

Dridends paid (Note 13}

Balance at 31 December 2007

Tetal recognised income for 2008
Net proft

Fair value losses on avalabla-for-sale
securities

Healised fir value losses on sale of
investments

Transfer from capilal reserve — gain on sale of
investmeits

Dividends paid (Note 13)
Balance at M1 December 20048

Number Share Capital  Rwtained
of Sharea Capital Reserve  Eamings Totad
000 $'000 5000 $'000 $'000
576,308 581,287 854,408  1,008.030 4423 726
- 1,012,008 1.013.008
52 a2
(541} - {541}
(449) 1,013,008 1,012 560
(4.698) 4,606
[180.73%9) {180 73
518.308 5681287 845284 3 B44 995 5,255 547
- 936.203 938,203
{88.206) {88, 208)
185 165
{88.021) 538,203 852,182
- 778 {778) -
- (232,379 {232,279)
518,358 561,287 54,021 4,550,042 5,875,350
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Seprod Limited

Consolidated Statement of Cash Flows
Year ended 31 December 2008
(expressed in Jamaican dollars unless otherwise indicated)

2009 2007
Nota $'000 5000
CASH RESOURCES WERE PROVIDED BYHUSED IN):
Cperating Activities
Cash provided by operating activities 29 321,110 378,555
Investing Activities
Purchase of fixed assets {438,740} {2D8.078)
Proceeds on disposal of fixed assets 1,219 3,657
Purchase of available-for-sale investmants {528,818} (623,540)
Proceeds from disposal of available-for-zaie invagtments 280,783 588 458
Loans repaid by related party - 344 397
Proceeds from disposal of associates - 489 244
Lang terr receivable 280 451 33,226
Acquisition of group assets - {212.415)
Interest recaived 288 741 149 437
Dividends recaived - g3
Cash {used in)/provided by investing activitias {135,383) 574 481
Financing Activities
Long term Inans received 35,008 -
Long term loans repaid (99,187} {233,463)
Dividends paid [232,379) (180.739)
Interest paid {28, 7596) (38 5%6)
Cash used in financing activities {285 354) (452 798)
{Decrease)increase in cash 2nd cash aguivalants {105,807} 500,238
Cash and cash equivalents at beginning of Ve 489,793 {10,445}

CASH AND CASH EQUIVALENTS AT END OF YEAR 23 380,188 488,753




Seprod Limited

Prafit and Loss Account
Year ended 31 December 2008
(expressed in Jamaican dollars unless ctherwise indicated)
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Note

Revanue

Direct expenses - purchases from subsidiaries for expart

Gross Profht

Group costs recovered from subsidiaries

Finance and other operating income &
Administration expenses

Operating Profit

Finance costs g
Profit before Taxation

Taxation 10
NET PROFIT 11

2008 2007
$'000 $'000
351.374 -
(351,374) -
400,099 300,811
£20,506 1631.778
{423.028) (329627
497 577 1.602,962
{21,081 {27 908}
476,496 1.575,054
{155,880} {37.237)
320,616 1,237 717




Seprod Limited

Balance Sheet
31 December 2008

(expressed in Jamaican dollars unless otherwise indicated})

Fage &

Man-current Assets
Fized assats
Available-for-sale investments
Investment in subsidiaries
Long term receivables
Retirement bensfit asset

Curtrent Assets
Feceivables
Available-for-sale invastments
Current portion of long term receivables
Cash and bank halances

Gurrent Liabilities
Fayables
Due to subsidiarias
Current portion of long term iiabilities
Taxation payable

Nat Current Aasgets

Equity
Share capital
Capital reserve
Retained 2arnings

Non-current Liabilities
Long term liabilities
Deferred tax liabilities
Retirement benefit abligations

Approved for isaue by the Boa Directors on 9 March 2008 and signed on its behalf by:

Faul sz Director

2008 2007

Nota $'000 $'000

14 139,486 118,609

18 84,840 FA41.271

873 545 873 545

18 1,116,357 1,211,570

19 15,200 24 100

2,830,528 2,563,504

22 193 8BS 162,358

18 403 595 172637

18 264 185 245715

23 229 281 374 316

1,080,851 045 026

24 156,544 104 325

S09,.437 620 472

27 25833 25,833

31,005 13,949

7d2 913 764,579

A58 038 180,447

3,198,566 3,145 551

25 861,287 051,287

26 182 332 267 775

1,981,658 1,894 197

2725475 2,723,259

27 330.41¥ 56, 250

28 83274 15.842

19 38,4040 84 600

473,081 426 692

3,198 566 3,149 951

(e oo

Richard Jones Director
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Seprod Limited

Statement of Changes in Equity
Year ended 31 December 2008

expressed in Jamaican dollars unless otherwise indicated}
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Balance as at 1 January 2007
Tolal recognised income for 2007
Met profit

Fair valug gaine on availabiefor-sale
secunties

Realised fair value gains on sale of
irastments

Transfer from capital reserve — lngs on sale of
investments

Dividends paid (Mote 13}

Balance at 31 December 2007

Totaf recognised income for 2008
MNet profit

Fair value losses on available-for-sale
securiles

Realised fair value losses on sale of
investments

Transfer la capital reserve - gain on saje of
irvestrmants

Dwigends paid (Mote 13)
Balance at 31 December 2008

Number Sham Capital Retmined

of Shares Capitat Resorve  Eamings Total
‘000 000 5000 000 5000
516,288 561.287 272 820 532,523 1,368,730
- - - 1537 717 1537717

. . 52 - 82
. - {541} : (541}

- - (448 1 8ATTIF 1,537 268

- - (4,606} 4 606 -
. - - {180.739) {180.739)
516,308 561,287 287 775 1.884 107 2723259
- - - 320,616 320,618
- - {55,205} b {EE.EEH}

- - 185 - 185

. - (86,021} 320,616 388, 381

- - fra (778} -

_ . - (232,370 {232,237
516,398 561 287 182.532 1,981,656 2,725 475




Seprod Limited

Statement of Cash Flows
Year endad 31 Dacember 2008
{expressed in Jamaican dellars unless otherwise indicated)

Page 8

CASH RESOURCES WERE PROVIOED BY/(USED IN});
Cperating Actlvities
Cash {used in)/provided by operating activities
Investing Activities
Furchase of fixed assets
Proceeds on disposal of fixed assets
Purchase of available-for-sale investments
Froceeds from disposal of available-for-sale investmants
Proceeds from disposal of associates
Cash outflow on incorporation of subsidiary
Loans repaid by related party
Long term receivable
Interest received
Dividends raceaived
Cash provided by investing activitles
Financing Activities
Long term loans rapaid
Dividends paid
Interest paid
Cash used in financing activities
(Decreaselincrease in cash and cash equivalents
Cash and cash equivalents at beginning of year
CASH AND CASH EQUIVALENTS AT END OF YEAR

2007 2006

Note $'000 $'000
29 {126,828 215,008
{40,287} {3.081)

150 300
(528,818) (623,540}
280,783 508,458

. 489 244
- (301,785)

- 344,397

280,461 33,226
268,797 146,606

- 93

261,086 83,908
(25.833) {206,508)
(232,379) (180,739
(21,081} (27,508)
(279,293} (415,155}

{145,035) 483,761
374,316 (108,445}

23 229281 374,316




Seprod Limited

Notes to the Financial Statements
31 Decembar 2008
{expressed in Jamaican doliars unless otherwise indicated)

Fage 3

1.

Principal Activities and Cperations

Seprod Limited {"the company"} is incorporated and domiciled in Jamaica. The company 15 pubdicly listed on the
Jamaica Stack Exchange, and has its registered office at 3 Felix Fax Boulevard, Kingston,

The campany and its subsidiaries are collectively refarred to as “the Group”

Subsidiaries

The company's subsidiaries, which are all wholly owned and incorporated and domiciled in Jamaica, and their

pnncipal activitias are as follows:

Mame of company
Caribbean Products Company Limited
Serge Island Farms Limited

Serge [sland Dairies Limited

Jamaica Grain and Cergals Limited
Industrial Sales Limited

Internationzl Biscuits Limited
Belvedere Limited

Jamaica Edible Qils and Fats Company Limited
Jamaica Detergents Limited

Jamaica Feeds Limited

Principal activities

Manufacture and sale of gils and fats

Dairy farmning

Manufacture and sale of milk products and juices
Manufacture and saie of com products and cereals
Sale of consumer praducts

Manufacture of biscuit products

Agriculture

Cormant

Dormant

Dormant

International Biscuits Limited was incorporatad during prior year (Mote 30),
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Seprod Limited
Notes to the Financial Statements

31 December 2008
(expressed in Jamaican dollars unless otherwise indicated)

2. Significant Accounting Palicies

The principal accounting policies applied in the areparation of these financial statements are set out below. The
policies have bean consistently applied to all the years presented, unless ctherwise stated.

{a} Basis of preparation
These financial staterments have been prepared in accordance with and comply with Intermational Financial
Reporting Standards (IFRS), and have bean prepared under the historical cost convention as modified by
the revaluation of certain financial assets,

The preparation of financizt statements in confermity with IFRS requires the use of certain critical accounting
estimates. 1t also requires management to exercige is judgement in the process of applying the Group's
accounting policies. Although these estimates are based on managements” best knowiedge of current events
and action, actual resutts could differ from those estimates. The areas involving a higher degree of judgement
of complexity, or areas where assumptions and estmates are significant to the consolidated financial
statements, are disclosed in Note 4.

Standards, interpretations and amendments to published standards effective in 2008

Certain standards, amendments and interpratations to existing standards have been pubiished that bocamea
effective during the current financial year. The Group has assessed the relevance of ail such amendments
and has not adapted the folfowing, which is relevant to its operations:

» IAS 39 (Amendment}, Financial instruments: Recognition and measurement and |FRS 7 {Amendment},
Financial instruments. Disclosures, allows the reclassification of certain fnancial assets previously
classified as 'heid for trading' or *available for sale' to another category under limited circumstances. The
IASB also requires certain disclosures where & reclassification has been made. Any reclassification
made on or after 1 Movernber 2008 takes effect from the date of reclassification. Howeaver, any
reclassification before 1 November 2008 can take effect from 1 July 2008 or a subsequent date. As the
Group did not opt to reclassify any financial assets, the amendment did not affect the financial
statements.

Standards, interpretations and amendments to published standards effective in 2008 bt not refevant
to the Group’s operations.

The group has conciuded that the following interpretations which are published and effective in current year,
are nat relevant to its oparations:

« [IFRIC 14, JAE 19 -~ The Lim# on a Defined Benefit Asset, Minimum Funding Regquirements and their
interaction {effective for annual periods beginning on or after 1 Janusry 2008).
+ {FRIC 11, IFRS 2 - Group and Treasury Share Transactions

* IFRIC 12, Service Concession Arrangements
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Seprod Limited

Naotes to the Financial Statements
31 December 2008
(expressed in Jamaican dallars unless otherwise indicated)

2. Significant Accounting Policles {Continuad)

(a} Basis of preparation [continued)

Standards, amendments and interpretations to existing standards that are not yat effective anda have
not been early adopted by the Group

RS 8, Operating Segmenis (effective for annual periods beginning on or after 1 January 2008).
IFRS 8 replaces IAS 14 and aligns segment reporting with the requirements of tha US standard SFAS
131, 'Disclosures about segments of an enterprise and reiated information’. The new standard requirgs
a 'management approach’, under which segment information is presented on the same basis as that
used for internal reporting purposes.

IAB 1 Presentation of Financial Staterments {Revised) {effective for annual periods beqginning an or after
1 January 2009). The revised standard will pronibit the presentation of items of income and expenses
{that is, ‘non-owner changes in equity'} in the statement of changes in equity. requiring 'non-cwner
changas in stockholders' equity' o be Fresented separately from owner changes in equity. All non-
owner changes in stockholders’ equity (i.e. comprehensive income) will be required to be presented in
cng statement of comprehensive income or in two statements {8 separata incoma statement and a
statement of comprehensive incarne). Components of comprehensiva income will not be permitted to be
presented in the statement of changes in stockholders' equity. Management is currently assessing the
impact of these changes. The Group will apply 1AS 1 {Revised} from 1 January 2008

IAS 27 (Revised), 'Consolidated and separate financial statements' {effective from 1 July 2009} The
revised standard requires the effects of all transactions with non-controlling interests to be recorded in
equity if there is no change in control and these transactions will no lenger rasult in googwill or gains
and iosses. The standard also specifies the accounting when contro! is lost. Any remaining interest in
the entity is re-measured to fair value and a gain or loss is racognised in profit or loss. The Group wilt
apply [AS 27 {Revisad) prospectively to transactions with nen-controlling interests from 1 January 2010

IFRS 2 (Revised), 'Business combinations® {effective from 1 July 2009), The revised standard continues
to apply the acquisition method to business combinations, with some significant changes. For example,
all payments to purchase a business are to be recorded at fair value at the acquisition date, with
contingent payments classified as debt subsequently re-measured through the profit and loss account.
There is a choice on an acquisition-by-acquisition basis to measure the non-contralling interest in the
acquiree either at far vale or at the non-controliing interest's proportionate share of the acguiree's net
assets. All acquisition-related costs should be expensed. The Group will apply IFRS 3 {Revised)
prospectively to all business combinations from 1 January 2010,

IAS 36 {Amendment), ‘Impairment of assets (effective from 1 January 200%). The armendment is part of
the IASE'S annual improvement project published in May 2008. Where fair value less costs to sell is
calculated on the basis of discounted cash flows, disclosures equivalent to those for value-in-use
calculation should be made. The Group will apply the IAS 28 (Amendment) and provide the required
discicsure where appilicable for impairment tests from 4 January 2008




Seprod Limited

Notes to the Financial Statements
31 December 2008
(expressed in Jamaican dollars unless otherwise indicated)

Page 12

2. Significant Accounting Policies {Continued)

{(a) Basis of preparation {continued)

Standargs, amendments and interpretations to axisting standards that are not yet effective and have
not been early adopted by the Group (continued)

* |AS 38 {Amended) Intangible Assets {effective for annual pericds beginning on or after 1 January 2008).
The revised standard states that an asset may only be recognised in the event that payment has been
made in advance of obtaining right of access to goods or receipt of services. It also deletas wording that
states that there is ‘rarely, if ever a method that resulis in a lower rate of amortisation than the use of
the straight line method. Manazgemant is currently assessing the impact of theze changes.

* A3 471 {Amendment} Agriculture {effective for annual periods beginning on 1 January 2009)
The amendment requires the use of a market based discount rate whare fair value calculations are
based on discounted cash flows. It also removes the prohibition on taking inte account biciogical
transformation when calculating fair value.

b} Basle of consclidation

Subsidiaries

Subsidiaries are those entities in which the Group has power ko govem the financial and operating policies.
The existence and effect of potential voting rights that are currently excersiable or convertible are corsidered
when assessing whether the Group controls an entity. Subsidiaries are consolidated from the date on which
control is transferred to the Group and are no longer consolidated from the date that control ceases.

The purchase methed of accounting is used to account for the acquisition of subsidiaries. The cost of an
acguisition is measured as the fair valuae of the assets given up, shares issued or liabilities undertaken at the
date of acquisition plus cost directly attributable to the acquisibon. The excess of the cost is regorded as
geodwill, If the cost of acouisition i3 less than the fair value of the net assets of the subsidiary acquired, the
difference is recognised directly in the profit and loss account.

Intercormpany transactions, balances and unreafised gains on transactions between the Group companies
are eiminated; unrealised losses are also eliminated unless cost cannot be recovered.

Loans to subsidiaries that are intended to provide subsidiarles with a long-term source of additional capital

are considered additions to the company's investment, Accordingly, these loans are included in Investment
in Subsidiaries on the company's balance sheet,
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Seprod Limited

Notes to the Financial Statements
31 CDecember 2008

(expressed in Jamaican dollars unless otherwise ndicated)

2. Significant Accounting Pelicies {Continued)

(c)

(d)

(e}

Revenue recognition
Revenue comprises the fair value of the consideration received or receivable for the sale of goods and
services in the ordinary couwrse of the Group's activiies. Reverue is shown net of General Consumption

Tax, returns, rebates and discounts and after eliminated sales within the Group. Revenue is recognised as
follows:

Sales of goods - wholesals

Sales of goods are recognised when a group entity has delivered products to the customer, the customer
has accepted the products and collectibility of the related receivabies is feasonably assured. Some products
are often soid with a right of return. Accumulated experience is used to estimate and provide for such
returng at the time of sale.

Sales of goods — retail

Sales of goods are recognised when a group entity sells a product to the customer. It is the Group's policy
to zell Hs preducts o the end customer with a right of return. Accumulated experience is used to estimate
and provide for such returns at the time of sale.

Sales of services

Sales of services are recognised in the accounting period in which the services are rendered, by reference
te completion of the specific transaction assessed on the basis of the actual service provided as a
proportion of the total services to be provided.

intarest income

Interest income is recognised on a time-proportion basis using the effective interest method. When a
receivable is impaired the Group reduces the camying amount to its recoverable amount, being the
estimated future cash flow discounted at original effective interest rate of the instrurmnent, and continues
unwinding the discount as interest incume.

Dividend income
Dividend income is recognised when the right to receive payment is established.

Segment reporting
A business segment is a group of assets and operations engaged in providing preducts or services that are
subject to risks and returns that are different from those of other business segments.

Forgign currency translation

ltems included in the financial statements of each of the Group's entities are measured using the cumency of
primary economic envirenment in which the entity operates. refermed to as the functional currency. The
functional curency of each enlity is the same as its presentation currency. The consolidated financial
statements are presented in Jamaican dollars. which is the company's functional and presentation curency.

Foreign cuirency transactions are translated into the functicnal currency at the exchange rates prevailing at
the dates of the transactions. Foreign exchange gains and losses resulting from such transactions and from
the transiation of foreign currency monelary assets and kabilities at the year end exchange rates are
recognised in the profit and loss account.

Translation differences resulting from changes in the amortised cost of foreign currency monstary assets
classified as available-for-sale are recognised in the profit and loss account. Ofher changes in the fair vatue of
these agsels are recegnised in equity. Translation differences on non-monetary finarcial assels classified as
available-for-sale are reported as a component of the fair value gain or loss in equity.
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Seprod Limited

Notes to the Financial Statements
31 December 2008
{expressed in Jamaican dollars unless otherwise indicated)

2. Signiflcant Accounting Policies {Continued}

()

(@)

th)

Fixed asseots

Buildings, plant and equipment are recorded at cost or deemed cost, less accumulated depreciation and
impairment losses. All other fixed assets are carried at tistorical cost less accumulated depreciation, except
land. which is not depreciated.

Depreciation is caloulated on the straight line basis at such rates as will write off the carrying value of the
assets aver the perod of their expected usefui lives. The expected usaful lives are as follows:

Buildings 40 — 50 years
Plant, equipment and furniture & - 40 years
Motor vehicles 2 years

Where the carrying amount of an asset is greater than its estimated recoverable amount, it is written down
to its recoverable amount.

Gains and losses on disposals of fixed assets are determined by reference to their carrying amount and are
taken into account in determining profit.

Repairs and maintenance expenditure is charged to the profit and loss account duning the financial period in
which it is incurred.

Intangible assats

Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair valua of the Group's share of the
net identifiable assets of the acquired subsidiary or associate at the date of acquisition. Separataly
recognised goodwill is tested annually for impairment, and carried at cost less accumuiated impairment
losses. Impaimment losses on goodwill are not reversed. Gains and losses on the disposal of an entity
include the carrying amaunt of goodwill relsting to the entity sold.

Brands

Brands obtained by the Group are deemed to have z finite useful life. and are carried at fair market value
less accumutated amortisation. Amortisation is caiculated using the straight line mathod to allocate the
carmying value of brands over their estimated useful lives.

Impairmeant of non-financial assets

Assels that have an indefinite useful life are not subject lo amortisation but are tested annually for
impairment. Assets that are subject to amortisation are reviewed for impairment wheneaver evenis or
changes in circumstances indicate that the carrying amount may not be recoverable. An impairment loss is
recognised for the amount by which the carrying amount of the asset exceeds its recoverable armaunt, which
is the greater of an asset's fair value less costs to sell and vaiue in use. For the purpose of assessing
impairment, assets are grouped at the lowest levels for which there are separately identified cash flows.
Nan-financial assets other than goodwill that sutfered impairment are reviewed for possible reversal of the
impairment at each reporting date.
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Seprod Limited

Notes to the Financial Statements
31 December 2008
(expressed in Jamaican dollars unless otherwise indicated}

2. Significant Accounting Policies (Centinued)}

{i}

1}

{k)

Investments

The Group classifies its investments {other than investments in subsidiaries and associples) a8 available-
for-sale, due o the purposes for which the investments were acquired. Management determines the
classication of investments at initial recognition and re-evaluates such designation at each reporting date.

Investments classified as availabie-for-sale are intended to be held for an indefinite period of time, and may
be sold in response to needs for liquidity or changes in interest rates. These investments are included in
nan-current assets unless management has the express intention of holding the investment for less than
twelve months from the baiance sheet date, in which case they are included in current assats.

FPurchases and sales of investments are recognised at trade date, which is the date that the {3roup commits
to purchase or sell the asset Available-for-sale investments are initially recognised at fair value plus
transaction costs and are subsequently carried at fair value. Investments are derecognised when the right to
receiva cash flows have expired or have baen transferred and the Group has transfermmed substantiaily all the
risks and rewards of ownership.

Changes in the farr value of monetary available-for-sale investments denominated in foreign currencies are
ahalysed between translation differences resulting in changes in amortised cost of the security and cther
changes. The transiation differences are recegnised in the profit and loss account and other changes in the
carrying amount are recognised in equity. Changes in the fair value of other monetary availabie-for-sake
iwvesiments and non-maonetary avaitable-for-sale investments are recognised in equity.

When investments classified ae availablae-for-sale are sold or impaired, the accumulated fair value
adjustments recognised in equity are included in the profit and loss account as gains and losses from
investment securities. Interest on available-for-sale investments calculated using the effective inlerest
method is recognised in the profit and loss account. Dividends on available-for-sale investments are
recognised in the profit and loss account when the Group's right to receive payments is astahlishedq,

The fair values of quoted investments are based on current bid pricas. If there is no active market for
Investments, the Group estabiishes fair value by using valuation techniques, such as reference to recent
arms length transactions, reference to other instruments that are substantially the same or amounts derved
from discounted cash fiow modeis, making maximum use of market inputs.

At each balance sheet date, the Group assesses whether theve is objective evidence that an investment or
group of investments 1s impaired. If any such evidence exists, the cumulative loss. measured as the
differance between the acquisition cost ang the current fair value less any impairment loss previousiy
recognised in the profit and loss account, s removed from equity and recognised in the profit and 'oss
account. impairment losses on equity instruments recognised in the profit and loss account are not reversed
through the profit and loss account.

Long term receivables
Long term receivables are initially measured at cost. and are subseguently measured at amortised cost

using the effective interest rate method.
Blclogical azsets

Biclogical assets are measured at their fair value, less estimated point of sale costs. Fair value is
determined based on market prices of livestock of similar age, breed and genetic merit.
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2. Significant Accounting Pollcies (Continued)

(1} Inventories
Inventories are stated at the lower of cost or net realisable value. The cost of finished goods and work in
progress includes cost of raw materials used, direct labour and an appropriate proportion of overhead
expenses. Net realisable value is the estimated sefling price in the ordinary course of business, less the cost
of selling expensas,

{m} Trade receivables
Trade receivables are camed at anticipated realisable value. An estimate is made for doubtful receivables
based on a review of ali outstanding amounts at year end. The amount of the provision is the difference
betwesn the carrying amount and the recoverable amount, being the present value of expected cash fiows,
discounted at the market rate of interest for similar borrowings. Bad debts are written off during the year in
which they are identified.

(n) Cash and tash squivalents
Cash and cash equivalents are carried in the balance sheet at cost. For the purposes of the cash flow
statement, cash and cash equivaients comprise cash at bank and in hand.

{o) Payables
Fayables are recorded at cost

{p) Barrowings
Borowings are recognised initially at the proceeds received. Bormowings are subsequently stated at amortised
cost using the effactive yield method. Any difference between proceeds and the redemption value is
recognised in the profit and loss account over the period of the bomowings.

iq} Income taxes
Current tax is the expected tax payable on the taxable income for the year, using tax rates in force at the
balance sheet date, and any adjustment to tax payable and tax losses in respect of previous years.

Ceferred income tax is provided in full, using the liability method, on temporary differences arising between the
carrying amounts of assets and liabilities and the correspending tax bases. Cumently enacted tax rates are
used in the determination of deferred income tax.

Deferred tax assets are recognised o the extent that it is probable that future taxable profit will be available
againgt which the temporary diferences can be ulilised.

Deferred tax is charged or credited to the profit and loss account, except where it relates to items charged ar
credited to equity, in which case, defermed tax is also deait with in equity.

Current and deferred tax assets and liabilities are offset when they arise within the same taxable entity.
retate to the same tax authority and whan the legal right of offsat axists.
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2. Significant Acceunting Policies (Continued)

ir}

is)

(t}

[u)

Employee benefits

Pension obfigations

The Group operates a defined benefit plan, the assets of which are generally held in a separate trustee
administered fund, A defined benefit plan is a pansion plan that defines an amount of pension benefit to be
provided, usually as a function of one or more factors such as age, years of service or compensation.

The asset or liabilty in respect of the defined benefit plan is the difference between the present valug of the
defined benefit cbligation at the balance sheet date less the fair value of the plan assels, together with
adjustments for actuarial gains and losses and past service cost. The defired benefit abligation is determined
annually by independent actuaries, using the projected unit credit method. The present value of the defined
benefit obligation is determined by the estimated future cash outflows using interest rates of government
secunties which have terms to maturity approximating the terms of the related liability, Actuarial gains and
losses ansing from experience adjustments, changes in actuanial assumptions and amendments to pension
plans are charged or credited to income over the remaining service lives of the employees.

Other retirement benafits
The Group provides post-employment health benefits ko its retirees. The entilements to these benefits are
usually based on the empioyee remaining in service up fo retirement age and the completion of a minimum
service period. The expected costs of these benefits are accrued over the period of employment, using an
accounting methcdology simdlar to that for defined benefit pension plans. These obligations are vaiued
annuatly by quatified independent actuaries.

Profit share scheme
The Group recognises a liability and an expense for bonuses, based on a formula that takes inte consideration
the profit atinbutable o the company's eguity holders after certain adjustments.

Leages

Leases where a significant portion of the risks and rewards of ownership are retained by the lessor are
classified as operating lsases. Payments made under operating leases are charged to the profit and loss
account on a straight-line basis over the pericd of the lease.

Dividends
Dividend distribution to the company's sharehclders is recognised as a liability in the Group's financial
staternents in the penod in which the dividends are approved by the company's sharaholders.

Comparative information
Where necessary. comparstive figures have been reclassified to conform with changes in presentation in the
CUMent year.
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3.

Finmancial Risk Management

The Group's activities expose it to a variety of financial risks: market rigk {including currency risk, fair vaiue
interest rate nisk, cash flow interest rate risk and price rigk), credit nsk and liquidity risk. The Group's overall
nsk rmanagement programme focuses on the unpredictability of financial markets and seeks to minimise
potential adverse effects on the Group's financial performance.

The Group's risk management policies are desigred to identify and analyse these risks, to set appropriate risk
iimits and controls, and to monitor the risks and adherence to limits by means of reliabla and up-to-date
infarmation systems, The Group regularly reviews its risk management policies and systems to reflect
changes in markets. products and emerging best practice.

The Board of Directors is ultimately responsible for the establishment and gversight of the Group's risk
management framewark. The board provides written principles for overall risk management, as well as written
palicies covering specific argas, such as foreign exchange risk, interest rate risk, credit risk, use of derivative
financial instruments and non-derivative financial instruments. and investment of excess liquidity. The Board
has established committees/dapartments for managing and manitoring risks, as follows:

Central treasury department

The central treasury department is responsible for managing the Group's asseis and ligbilities and the overall
financial structure. It is also primarily responsible for the funding and liquidity risks of the Group. Group
treasury identifies, evaluates and hedges financial risks in close co-operation with the Group's operating umits.

Audit Committee

The Audit Committee oversees how management monitors compliance with the Group's risk management
policies and procedures and reviews the adequacy of the risk management framewsork in relation to the risks
faced by the Group. The Audit Committse is assisted in its gversighl role by Internal Audit. Imiermnal Audit
undertakes both reguiar and ad hoc reviews of risk management controis and procedures, the result of which
are reported o the Audit Committee.

The moest impontant types of risk are credit risk, fiquidity risk and market risk. Market risk includes currency
risk. interest rate and other price risk.




Page 19

Seprod Limited

Notes to the Financial Statements
31 December 2008

{expressed in Jamaican doltars unless otherwise indicated)

3.

Financial Risk Management {Continued)

{a) Credit risk

The Group lakes on exposure to credit risk, which is the risk that its customers, clienis or counterparties
will cause a financial |oss for the Croup by failing to discharge their contractual obligations. Credit risk is
the most important risk for the Group's business: manggement therefore carefully manages its exposure to
credit risk. Credit exposures arise principally from the Group's receivables from customers and treasury
activities. The Group structures the levels of credit risk it undertakes by placing limits on the amount of risk
accepted in relation to a single counterparty or groups of related counterparties and industry segments.

investments

The Group limits its exposure to credit risk by investing mainly in iiquid securities, with counterpartes that
have high credit quality and Government of Jamaica securitias. Accordingly, management does not
expect any counterparty to fail to meet its obligations.

Trade receivables

The Group's exposure to credit risk is influenced mainly by the individual characteristics of each customer.
The executive committee has established a credit policy under which each customer is analysed
individually for creditworthiness prior to the Group offering them a credit facility. Credit limits are assigned
to each customer, which represents the maximum credit allowable without approval from the Board. The
Group has procedures in place to restrict customer orders if the order will axceed their credit fimits.
Lustomers that fail to meet the Group's benchmark creditworthiness may fransact with the Group on a
prepayment basis.

Customer credit risk is monitored according ta their credit characteristics such as whether it is an individuai
or company. industry, aging profile, and previous financial difficuities. Trade receivables relate mainly to
the Group's wholesale customers.

The Group establishes an allowance for impairment that represents s estimate of incurred lasses in
respect of trade recaivables. The Group addresses impairment assessment in two areas: individually
assessed allowances and collectively assessed allowances.

The Group's average credit period on the sale of goods is 30 days. Trade receivables between 60 and §0
days are provided for based on an sstimate of amounts that would be irrecoverable, determined by taking
into consideration past default experience, current economic conditions and expected receipts and
recoveries once impaired.

Cazh and bank balfances

Cash transactions are limited to high credit quality financial institutions. The Group has policies that limit
the amount of credit exposure to any financial institution,
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3. Financial Rlsk Managemant {Continued)
{a} Credit risk {continued)

Worst case scenario of cradit risk exposure
The woerst case scenario of the Group's and the COMpany's exposure to credit risk is as follows:

The Group The Company

2008 2007 20048 2007

$'000 $'000 $'000 5000

Availalle-for-sala investments 1,083,792 913,808 1.088.439 913 808
Leng term receivables 1,380 542 1457 254 1.380,542 1,457 204
Trade receivables OB 183 5588 149 59,927 -
Cash and bank balances 380,188 489,793 229 281 374,316
3,532,703 3450144 2,758,138 2,745,518

Ageing analysis of trade raceivables that are past due but not Impaired

Trade receivables that are less than 30 days past due are not considered impaired. The ageing anaiysis of
trade receivables that are past due but not considered impaired is as follows:

The Group The Company
2008 2007 2008 2007
$'000 $'000 $°000 $'000
30 — 60 days 372287 283644 31,458 -
80 - 90 days 65,494 25074 5,500
greater than 90 days 114,907 114,435 7,260 -
556,758 420,153 44 218 -

Ageing analysis of trade roceivables that are past due and considered impaired

Trade receivables of $77 878,000 (2007 - $65,721,000) for the Group were considered impaired and were
fully provided for. The individually impaired receivables mainiy refate t¢ wholesalers who are in unexpected
dificult economic situations. It was assessed that a portion of the receivables 15 expected to be recovered.
Tha ageing of these receivables is as follows:

Tha Group The Company
2008 2007 2008 2007
§000 000 000 $'000
30 - 50 days - - - -
&0 - 30 days - - - -
greater than 90 days 77.878 £5,721 - -

77,878 65,721 - -
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3. Financial Risk Management {Continued)
(A} Credit risk {continued}

Movement it the provision for impairment of trade receivabies
The movement in the provision for impairmant of trade receivables are as follows:

Thea Group The Company

2008 2007 2008 2007

$000 %000 $'000 $'000
At start of year 85 721 658,498 - -
Provided during tha year 31,010 8104 - -
Wiitten off during the year (768} {2.728) -
Unused amounts reversed (18,085) [3,155) - -
At end of year 77.878 65,721 - -

The creation and release of provision for impaired recsivables have been included in expsnses in the profit
and loss account. Amounts charged to the allowance account are generally written off when there is nao
expectation of recovering additional cash.

There are na financial assets other than trade receivables that were individually impaired.
Trade receivables by customer sector

The fellowing table summarises the cradit axposure for trade receivables at their carrying amounts, as
calegorised by the customer sactor:

The Group The Company
2008 2007 2008 2007
000 $'000 5000 $000
Supermarket chains 24 155 49 437 -
Whaolesalers 475,397 437 463 - -
Retailers 127,847 58 480 - -
Martufacturers 11.445 27,350 - -
Other 147 117 80,130 28927
F8E 061 663,870 88 927 -
Less: Provision for impairment (77 878} (65,721) - -
708,183 594 145 59 827 -

The company's trade receivables ares due from overseas custorners. The majarity of trade receivables are
recaivable from customers in Jamaica.
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3. Financlal Risk Management {Continued)

(b)

Liquidity risk

Liquidity risk is the risk that the Group is unable to meet its payment cbligations associated with its
financial liabilities when they fall due. Prudent liquidity risk management impfigs maintaining sufficient
cash and marketable securities, the availability of funding through an adequate amount of committed
credit facilities and the ability to close out market positions.

Liguidity risk management process
The Group's liquidity managerment process, as carried out within the Group and monitored by the central
treasury department, includes:

{i} Monitering future cash flows and liquidity on a daity basis. This incorporates an assessment of
expected cash flows and the availability of high grade collateral which could be used o secure
funding if required.

(0} Maintaining a portfolio of highly marketable and diverse assets that can easily be liquidated as
pratection against any unforeseen interruption to cash flow:

{ii) Mai ntaining committed lines of credit;

{iv) Optimising cash retums on investment,

{v) Managing the concentration and profite of debt maturities.

The matching and controlled mismatching of the maturities and interest rates of assets and liabilities is
fundamental to the management of the Group. It is unusual for companies ever to be completely matched

since business transacted is often of uncertain term and of different types. An unmatched position
potentialty enhancas profitability, but can alsg ingrease the rigk of fogs.

The maturities of assets and liabilities and the ability to replace, at an accepiable cost, interest-bearing

liabilities as they malure, are important factors in assessing the liguidity of the Group and its exposure to
changes in interest rates and exchange rates.
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3.

(b} Liquidity risk {continued)

Financial Risk Managament {Continued)

Undiscounted contractual cash flows of financiaf fabilities
The tables below summarise the maturity profile of financial liabilities based on contractual undiscounted

payments:

Long term liabilities
Trade payables

Long term liabilities

Trade payables

Long tarm liabilities

Long term liabilities

The Group
Within 1 1t 3 Jto 12 105 Over
Month Months Months Yoars 5 Years Total
§'000 $'000 5000 $7000 5000 $'000
2008
2729 43,991 70,388 145 495 240 000 502 603
185,473 - - - 185473
188,202 43,991 70,3388 145 485 240,000 688,075
2007
122 40,371 59 6547 187,696 240,000 227,736
187,968 - - - - 187 969
188,091 40,371 59,547 187 596 240 000 715 706
The Company
Within 1 1t03 3to 12 1to 5 Owver
Month Months Months Years 5Years Total
$'000 5000 $°000 $000 $'000 $'000
2008
1,086 8,455 25,773 108,236 244 000 385,554
2007
- 7,168 21,506 125,038 240,000 387 712

Assets available 1o meet all of the iabilities and to cover financial liabilities include cash and investments.
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3.

Financial Risk Management (Continued)

=)

Market risk

The Group takes on exposure to market risks. which is the risk that the fair value or future cash fows of a
financial instrument will fluctuate because of changes in market prices. Market risks mainly arise from
changes in foreign currency exchange rates and interest rates. Market risk is manitored by the group
traasury department which carries out extensive research and moniters the price movement of financial
assets on the local and international markets. Market rigk exXposures are measured using sensivity
analysis.

There has been no change fo the Group's exposure to market risks or the manner in which it manages and
measures tha risk.

Currency risk
Currency risk is the risk that the fair vaive of future cash flows of 2 financial instrument will fluctuate
because cof changes in foreign exchange rates.

The Group is exposed to fereign exchange risk arising from various CUIrency expasires, primarily with
respect to the LS dollar. Foreign exchange risk arises from future commercial tramsactions andg
recognised assats and liabilities.

The Group manages its foreign exchange risk by ensuring that the net exposure In foreign assets and
liagilities is kept to an acceptable levet by menitenny currency positions. The Group further manages
this risk by maximising foreign currency eamings and hakding foreign currency balances.

The following lable indicates the effect on net profit and equity arising from changes in the US dollar
exchange rate. The sensitivity analysis represents cutstanding foreign currency denominated monetary
iterms and adjusts their translation at the year end for a 4% (2007 - 2%) change in foreign curency rates,
which represents management's assessment of the possible change in foreign exchange rates. The
sensitivity was primarily as a result of foreign exchange gains and losses on translation of US doliar-
denominated trade recaivables, investment securities classified as available-for-sale and borrowings.
The correlation of variables will have 3 significant effect in determining the ultimate impact on market
risk, but to demonstrale the impact due to changes in variable, variables had to be on an individual basis.
It should be noted that movemenits in these variables are non-linear.

The Group The Company
2008 2007 208 2007
$000 $'000 $'000 000
Effact on net profit BG6.585 34,581 89,318 36,535

Effect on eguity 85,585 34,581 58,318 36,635
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3. Financial Risk Management {Continued)

{c) Market risk {continued)

Currancy risk (continued)
The tables below summanse the total exposure to foreign currency exchange rate risk:
The Group
Jamaican$ USS  Other Total
J5'000 J$000 5000 <J$'000
2008
Financial Assets
Available-for-sale investments 495 031 A35,237 254171 1,088,439
Long term recewables - 1,380,542 - 1,380 542
Trade receivables 726,134 58 927 - TE6,061
Cash and bank 177,105 203,081 - 380188

1402270 1,978,787 254,171 3,635,228

Financial Liabilities

Long term liakilities 414 152 58 341 - 472533
Trade payables 185,473 - - 185,473
599 685 58,3414 - 658,008
Met financial position BO2605 1920448 254171 2.97722
2007
Financial Assets
Available-for-saie investments 582 003 331,005 } 913,908
Long term receivables - 1457284 " 1457294
Trads receivables 863,870 - - B83 870
Cash and bank 248 658 241,134 - 489,793
1,484 532 2030333 - 2.524 885
Financial Liabilities
Long term liabilites 289,313 102,388 - 501,712
Trade payables 187,969 - - 187,984
587 282 102,399 - 688,581

Net financial position 907,250 1927934 - 2,835,184
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3. Financial Risk Management {Continued)
(c) Market risk {continued)

Currancy risk (continued)

The Company
Jamaican¥ uUss Cther Total
J$°000 JS000  JS'00D J$'000
2008
Financial Asseta
Available-for-sale investments 459031 335237 254171 1088430
Long term receivables - 1,380,542 - 1,380,542
Tratle receivabies - 59927 - 58,927
Cash and bank 26,200 203.081 - 228,281

025,231 1,979,787 254171 2758189

Financial Liabiliies

Long term liabilities 356,250 - - a56 250
Nat financial positlon 166,981 19753787 254171 2401939
2007

Financial Assets

Available-for-sale investmenis 582 003 331905 - 13808

Long term receivables - 1457294 - 1,457 254

Cash and bank 133,207 241,109 - 374316
715,210 2,030,308 - 2745518

Financial Llabilltles
Long term liabiliies ag2.083 - - 3B2 G831

Net financial position 333,127 2,020,308 - 2,363,435
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3. Financial Risk Management {Continued}

(ch

Market risk {continued)

intarest rate risk

Interest rate risk is the risk that the vailue or future cash flows of a financial instrument will fuctuate
because of changes in markst interest rates. Floating rate instruments expose the Group to cash flow
interest risk, whereas fixed interest rate instruments expose the Group to fair value interest risk.

The Group’s interest rate risk policy requiras it to manage interest rate risk by maintaining an appropriate
mix of fixed and variabla rate instruments. Tha policy aisc requires it to manage the maturities of interest
bearing financia! assets and interest bearing financial bearing liabilities.

The Greup's interest rate risk arises from long term bormowing. The sensitivity of the profit or loss is the
effect of the assumed changes in interest rates on net income based on floating rate bormowing. The
sensitivity of equity is calculated by revaluing fixed rate available-for-sale investrments for the effects of the
assumed changes in interest rates. The cemelation of variables will have a significant effect in
determining the ulimate impact on market risk, but 1o demonstrate the impact due to changes in
variables, vanables had to be on an individual basis. |t should be noted that movements in these
variables are non-linear.

The following table indicates the sensitivity to a reasonable possible change in interest rates of 4%
{2007 - 2%}, with atl other variables held constant, on the net profit and equity.

Tha Group The Company
2004 2007 2008 2007
5000 000 $'00D $'000
Effect on net profit 4,756 2179 4. 756 2179

Effact on equity 3.024 2,835 3,024 2,635
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3. Financlal Risk Management (Centinued)

(c) Market risk {continued)

Interast rate risk [continued}
The fellawing tables summarise the exposure to interest rate risk, |t includes the financial instruments at
carrying amounts, categorised by the earlier of contractual rapricing or matunty dates.

Financial assets

Available-for-sale
inyestments

Long term receivabies
Trade recegivables
Cash and bank

Financial liabilities
Long term liabitities
Trade payables

Total Interest
repricing gap

Financial assets

Available-for-sale
investmeants

Lang term receivables
Trade receivablies
Cash and bank

Financial Habilities
Long term liabilities
Trade payables

Total intarest
rapricing gap

The Group
Within1 1103 3to12 105  Over lnt:lr::t- Total
Month Months Months Years 5 Yeary Bearing
3000 000 3000 $'000 3000 $°000 $'000
2008
55,531 156,897 230000 552,112 93,899 - 1.088,439
22015 44031 198135 1,116,357 - - 1.380 542
786,061 - - - 785,081
380,186 - - - - - 380186
1243793 200828 428139 16884689 93 839 - 36835228
30,784 38857 33587 127416 - 240000 470644
185,473 - - - - - 185,473
216,257 38857 33,587 127416 - 240,000 656,117
1,027,536 182,071 394,552 1,541053 93,899 (240.000) 2.079 111
2007
13,335 52489 277 a8y 337 850 232747 213,808
20476 40,953 184,286 1211579 - - 1,457,294
663,870 - - B&83 870
488 793 - - - - - 489 793
1,187,474 93,442 461673 1540520 232 747 - 3,524 865
122 35470 56,843 165,277 - 240000 501,717
187,569 - - - - 187,969
188,091 39470 56843 165277 - 240,000 BE9GB1
8999 383 53972 404 830 1,384 252 232747 (240 0000 2835184
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3. Financial Risk Management (Continued)

(c)

Market risk (contlnued)

Financial assets

Available-for-sale
invastments

Long term receivables
Trade raceivablies
Cash and bank

Financial liabilities
Long term Habilities

Total intarast
repricing gap

Financial assets

Available-for-sale
nvestments

Long term receivabbes
Cash and bank

Financlal liabilities
Long term loans

Total interest
repricing gap

interast rate risk (continued}

The Company
Within1 1103 31012 1t  Over t";:; Total
Month Months Months Years ©5Years o on
Bearing
$'000 $000 37000 $'000 $'000 $'000 $'000
2008

56,531 156,897 230000 552112  93.89% 1.088 428
22015 44031 198,139 1118357 - 1,380,542
55 927 - . - - 50927
225,281 - § - - 2729281
366,754 200928 428139 1668463 03,830 - 2.578,188
- 6458 18375 50417 - 240,000 356,250

. B,458 19,375  00.417 - 240000 356250
366,754 194,470 40B764 1578052 93,699 (240.000) 2.401.039

2007

13,335 52,488 277,387 337,950 232747 913 808
20,476 40953 184,286 1211579 - 1,457 294
374,316 - - . § - 374316
408127 93442 481673 1540520 232747 - 2745518
- B458 19,375 116,250 - 240000 382,083

- 5,458 19375 116,250 - 240,000 382083
408,127 86984 442,298 1433278 232747 (240,000) 2,363,435
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3. Financlal Risk Management (Continued)

(d} Capital management
The Group's objectives when managing capital are to sateguard the Group's ability to continue as a
guing concern in order to pravide returns for stockholders and benefits for other stakeholders and to
maintain an optimal capital structure o reduce the cost of capital. The Board of Directors monitors the
return on capital, which the Group defines as net operating income, excluding non-recurming items,
divided by total stockhoiders' equity. The Board of Directors also monitors the level of dividends to
stockholders.

The Group monitors capital on the basis of the gearing ratic. This ratio is calculated as net debt divided
by total capital. Debt is caiculated as total long term liabilities less related party loans. Total capital is
Calculated as "equity’ as shown in the consolidated balance sheet plus debt. The gearing ratios at year
end based on these calcuiations were as follows:

2008 2007

$°000 $'000
Total lang term liabilities 472,533 501,712
Less: related party loans {240,000) {240,000
Debt 232,533 281,712
Equity 5875 350 5,255,547
Total capital 6,107,683 5,517,258
Geanng ratio 31.81% 4.74%

There were o changes 1o the Group's approach to capital management during the year.
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3.

Financial Risk Management {Continued)

(8)

Fair value estimation

The far value of financial instruments traded in active markets, such as availabie-for-sale investments, is
based on quoted market prices st the balance sheet date. The quoted market price used for financial
assets held by the Group is the cumant bid price.

The fair vaiue of financial instruments that are not traded in an active market is determined by using
valuatien techniques. The Group uses a variety of methods and makes assumptions that are based on
market conditions existing at each balance sheet date. The fair values of these financial instruments ara
determined as follows:

(f}

(i}

{iii}

The face value, less any estimated credit adjustments, far financial assets and ligbilities with a maturity
of less than one year are aslimated to approxmate their fair values. These financial assets and
liabifities include cash and bank balances and trade receivables and payabies,

The fair value of long term receivables has been estimated at $1,399,107 000 (2007 - $1,443,518.000.
This was derived by discounting the contractual cash flows using the market rate of interest. The
carrying value of these receivables is $1,380,542 000 {2007 - 31,457 254 0601

The carrying values of long term loans approximate their fair values, as these loans are carried at
amartised cost reflecting their contractual abligations and the imterest rates are reflective of current
market rates for similar Fansactions,

The fair vaiues of the ipans from related parties could not be reliably determined as thesa instruments
were granted under special terms and are not likely to be traded in a fair market exchange.
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4,

Critlcal Accounting Estimates and Judgments in Applying Accounting Policles

The Group makes estimates and assumnptions that affect the reported amounts of assets and liabilities within the
next financial year. Estimates and judgements are continually evaluated and are based on historical experience
and other factors, including expectations of future events that are believed to be reasonable under the
cireumstances,

Retirement benefit ohiigations

The cost of thesa benefits and the present value of the future obligations depend on a number of factors that are
determined by actuanies using a number of assumptions. The assumptions used in determining the net periodic
cost or income for retirement benefits include the expected long-term rate of return on the relevant plan assets, the
discount rate and, in the case of health benefits, the expected rate of increase in health costs, Any changes in
these assumptions will impact the net periodic cost or income recorded for retirement berefits and may affect
planned funding of the pension plan. The expected return on pian assets assumption is determined on a uniform
basis, considering long-term historical returns, asset allocabion and future estimates of leng-term investment
returns. The Group deterrmnines the appropriate discount rate st the end of each year, which represents the interest
rate that should be used to determine the present value of estimated future cash culflows expected to be required
ko seftle the retirerment benefit obligations. In determining the appropriate discount rate, the Group considered
interest rate of high-quality corporate bonds that are denominated in the currency in which the benefits will be paid,
and have terms to maturity approximating the terms of the related cbhgations. The expected rate of increase of
health costs has been determined by comparing the historical relationship of the actual heaith cost increases with
the rate of inflation. Other key assumptions for the retirement benefits are based on current market conditions.

Negative goodwill on acquisition of assats by a newly incorporated subsidiary during the prior year
Negative goodwill recognised on the acquisition of assets by a subsidiary during the prior year was primanly
atributable to the recognition of fixed and intangible assets at their fair market valye {Note 3a).

The fair value of fixed assets was determined by professional valuers. On tha instructions of management, the
vaiuers have usad a dirgct sales comparison approach to determine fair market value, This approach is based
on the principle of substitution, whereby there is a purchaser with perfect knowledge of the market who would pay
ne more for the assets than the cost of acquining existing comparable assets, assuming no cost delay in making
the substitution. This approach thus requires a comparison of the assets with others of similar design and utility
which were sold in the racent past In instances where there is no exact comparable asset, the valuers make
adjustments lo reflect differences. Caonsequently, the determination of fair market value of the assets requires that
the valuers analyse the differences in relation tv age and physical condition, time of sale, and, specifically relating
to property, land to building ratic. the advantages and disadvantages of the location and other functional gains to
be derived from the property, and make necessary adjustments.

The fair valug of the intangible assets was determined by independent valuers. On the instructions of
management, the valuers have used an income approach to determine fair market value. This approach uses
the principles of expectation, whereby fair value is determinred based on present value of the expacted
ECONaMIC iNGome ko be ganerated by the intangible asset. It requires estimates of future income to ba genarated
directly from the asset, appropriate discount rates, projected earnings decline rates and the Group's rate of
return on investmant.
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5. Business Segments

The Group is organised into two main business segments:

a)  Manufacturing - This incorporates the operations for manufacturing and sale of oils and fats, com
products, cereals, milk products, juices and biscuits.
by Distribotion - The merchandising of consumer goods.
2008

Manufacturing Distribution  Eliminations Group
$'000 000 5'000 $°000
External revenue 5.537.283 3,720,377 9,257,560
Inter-segment revenue 2126761 (2,126,761} -
Total revenue 7.664,.044 3,720 377 {2,126,761} 9,257 650
Segrment result 770,289 185,285 - 865 574
Unallocated corporate income 498,684
Qperating profit 1,454 258
Segment assets 2,325 54 2073405 - 4,398 245
Unallocated corporate assats 3,108,831
Total consolidated assots ¥.5807 837
Segment liabilities 798,290 124,266 - 822 586
Unallocated corporate liabilities 708,831
Total consaolidated liabillties 1.832 487

Other segment items —
Capital expenditure 387 287 1,166 - 398,454
Unaliocated capitaf expenditure 40 287
Total capital expenditurs 438,740
Depreciation 154 524 2,060 - 156 584
Unallocated depreciatian 14,410
Total depraciation 175 5994




Seprod Limited

Notes to the Financial Statements
31 December 2008

{expressed in Jamaican dollars unless otherwise indicated)

Fage 34

5. Business Segments (Continued)

2007
Manufacturng  Distribution  Eliminations Group
§000 5000 §'000 $'000
Extermal revenua 1413619 2,778,365 - £, 185,984
Irder-segment revenue 1,657,353 - 1,657,353} -
Total revenue 5,070,972 2,776,385 (1.6567.353) 5,189,984
Segrment result 4897 158G 102 288 - 599 484
Urallgcated corporate income 333,521
Operating profit 933,005
Segment assets 2,438 700 1,053,310 - 3492 010
Unallacated corporate assets 2,040,505
Total consclidated assets 8,532,515
Segment liabiities 538.050 84,058 §22 108
Unallccated corporate liabilities 54 860
Tetal consolidated Nabillties 1,276 968
Other segmant items —
Capital expenditure 202,573 2412 204 985
Unalloeated capital expenditure 3,091
Total capital expenditure 208 076
Depreciation 128,725 2.153 - 130,878
Unallzcated depreciation 22 661
Total depreciation 153,539
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6. Finance and Other Operating Income

fnterest income
Dividend income
Met foreign exchange gaing

Gain/(loss) on sale of available-for-sale

investments

Gain on disposal of investment in asscociates

Gain on dispesal of fixed assets
Other

7. Expenses by Mature

Total direct, selling, administration and other operating expenses:

Advertising and promohon
Amorhsation of intangibie assets
Auditors' remuneration

Bad debt expense, nat of recovenes

Cost of inverdories recognised 52 an expense

Depreciation

Insurance

Profzssional services
Repairs and maintenance
Security

Staff costs (Note 8)
Litilitias

Other

The Group The Company
2008 2007 2008 2007
5000 00 000 $'000
263,745 181,123 262 802 158,282
- a3 - 93
233,752 6 735 241 513 13,882
778 {4,686) 778 {4.696)
204,208 - 1,449 585
350 707 150 300
21,438 40,501 18,263 14.518
520,064 409,072 520 505 1,631,778
The Group The Company
2008 2007 2008 2007
$°000 5000 $'000 000
42,065 33,007 3,799 1,845
7.2 5,647 - -
11.812 10,955 3,404 2,860
11,287 H47 - -
5810511 3,806,427 351,374 -
175,994 153,540 18,410 22 661
121,985 100,180 14,791 10,080
44 193 24677 30473 24677
224123 160,178 27,263 20,504
76,729 51610 11,057 9655
THNT 615997 287 752 198,457
A23.235 288,062 16,691 13.288
588,771 415224 38378 25,489
8,313 468 5,666,051 774,402 329 627
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8. Staff Costa

Wages and salaries

Statutory contributions

Pensian {Note 19]

COther retirament benefits (Note 19)
Other

9. Finance Costs

Interest expense —
Long termn koans
Other

The Group The Company
2008 2007 2008 2007
$'000 5000 $'000 $'000
862,043 442 072 173,829 129 971
50,717 43,238 20,040 18.056
11,200 4100 11,200 4,100
8,400 2,000 9400 8,000
141,857 117,587 43,183 37 330
a7 £15,897 257 762 188 457
Tha Group Tha Commpany
2008 2007 2008 2007
$000 $'000 $000 5000
27737 33,5585 20,034 27,059
1,058 4,341 1.047 848
28,736 38,556 21,081 27,208
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10. Taxation Expense

Taxation iz based on the profit for the year adjusted for tax purposes and comprises income tax at 33%4%:

Tha Group The Company
2008 2007 2008 2007
5000 $000 §'000 $'000
Curment taxation 371,155 166,023 81,781 49 973
Adjustrment to prior year provision 3,495 (8.098) {3,323 {4 552)
374,654 158 925 88,448 45 427
Deferred taxation {Note 28) 122,605 62,135 67,432 (8,080}
457 258 222,060 155,880 37337

The tax an the Group's and the company’s profit differs from the theoretical amount that woukd arise using the
applicable tax rate of 33%%. as follows:

The Group The Company
2008 2007 2008 2007
37000 $'000 $'000 $'000
Profit hefore taxation 1,435,482 1,235 D639 476 496 1,575 064
Tax calculated at a tax rate of 33W% 478 487 411,690 158 832 525 018
Adjusted far the effect of,
Negativg gm_}dwill on acguisition of . (46,016) ) )
subsidiaries
Share of profit of associates shown net of tax - {67 ,537) - -
Investment income not subject to tax {8,574) (4,193} {6,574) {4,193}
Chsposal of investment in associate - {68,069) - {483,1%6)
Additiognal depreciation charge on recognition
of fixed assets of acquired subsidiaries at 2.629 2629 - -
fair market vaiue
Amortisation of intangible asssts 1,882 1.582 . -
Adjustment to prier year provision 3,459 (6,098) {3,233} (4,552}
Other allpwances {17.338) {2,228) (6,955} 4,260

4537 259 222 OB 155,880 37337
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11. Net Profit Attributable to Stockholders

Dealt with as follows in the financial statements:

2008 2007

$'000 $'000
The company 320 816 1,537,717
Fest acquisition eamings of associates sold during the year - {1,245,381)
Subsidiaries 617 587 380,013
Negative goodwill {Note 30} - 138,048
Associates (Note 17) - 202612

938,203 1,013,008

12. Earnings per Stock Unit

Earnings per stock unit is calculated by dividing the net profit attributable to stockholders by the weighted average
number of ordinary stock units in issue.

2008 2007
Net profit attributable to stockholders ($°000) 838 203 1,013,008
Weighted average number of ordinary stock units (000} 516,398 516,338
Basic earnings par stock umit (§) 1.82 1.86
The company has no dilutive potential ordinary shares.
13. Dividends
20048 2007
$'000 57000

Interim dividend — 45 cents {2007 — 35 cants) per stock unit 232,370 180,739
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14, Fixed ABEpis

The Group
Freehold Plant,
Land & Sitw Equipment Motor Work In
Improvements  Bulldings & Furniture Vehicles Progross Total
$'000 $'000 $'000 $'000 $'000 $'000
2008
Cost -
At 1 January 2008 295,071 892,104 1,805 A22 30,538 105,377 3228812
Additions - 4100 79,883 5.808 348,948 438,740
Disposals - - (29 445, (3627 (33,068}
Transfers . 29 656 261 535 4,487 (295.858) -
At 31 December 2008 295,071 925880 2,217,775 37.212 158,867 3,634,585
Accumulated Depreciation -
At 1 January 2008 - 450 614 887,324 14,093 . 1,362,028
Charge for the year . 19,318 147 808 8,788 - 175,994
On disposais - - {28,589) {3,623) - (32,208
Al 31 Decernber 2008 . 459.932 1,016,644 16,238 1,505,814
Met Book Walue -
Al 31 Decemnber 2008 265 071 455926 1,201,141 17,974 158,687 2.128.771
2007
Cost -
Al 1 January 2007 252,788 788,556 1,452 428 27,333 177.074 2708179
Acquisition of subsidiaries 42,282 78,557 202 527 - - 323,367
Additions . 1,798 15,504 5,540 185237 208.076
Disposals - - (5358)  {5,353) - {10.709)
Transfars - 23,183 230,722 3,018 {258 934} -
Al 31 December 2007 295 071 852,104 1,905,822 30,538 105,377 3.228.913
Accumulated Depreciation -
Al 1 January 2007 . 432 741 775,555 5,658 - 1,216,955
Charge for the year - 17,873 125,557 10,109 - 153,538
On disposals . - (3.792) {4 874) - (8,456
At 31 Decamber 2007 . 450 814 597,321 14,093 - 1,362 028
et Book Walue -
At 31 Decamber 2007 285,071 441 490 1,008,501 15,445 105,377 1,866,865
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14. Fixad Assets (Continued)

The Company
Freghold Plant,
Land & Site Equipment Motor Werk in
Improvements  Buildings & Furniture Vehiclea Progress Tatal
$'000 3’000 $'000 $'000 $'000 $000
- 2008
Cost -
At 1 January 2008 20,218 264,038 144,364 16,389 kYéd 475,398
Additions - 1,837 555 - 38,105 40, 267
Dispasals - - - (230 . {230
Transfers . - 12.711 - (12,711} -
At 31 Decemnber 2008 20.218 295.575 157,630 18,168 25,861 515,453
Accurnuiated Depreciation - .
ALY January 2008 - 218,707 125,452 12,618 . 356,787
Charge for the year . 5,102 1,711 2,507 - 19,410
Relieved on disposals - - - {230} . (230
Al 31 December 2008 - 223,809 137,173 14 065 - 375,967
hat Book Value -
At 31 December 2008 20,218 71,768 20,457 1,184 25,861 138,486
2007
Cost -
At 1 January 2007 20,218 292 454 142,295 17,7594 939 473700
Additions - 1,584 494 - 1.013 3.0e1
Disposals - - - {1,305} - {1.355)
Transfers . - 1,575 - {1,575} -
At 31 Decermber 2007 20,218 204,038 144,364 16,389 ar? 475,396
sSccumulated Depreciation -
At 1 January 2007 213,599 111,323 10,198 - 335 621
Charge for the year - 4,708 14,138 3814 - 22 681
Religved on disposals . - ; {1,385 - {1.395)
At 31 Decamber 2007 - 218,707 125,462 12,618 - 356,787
Met Bock YVahue -
At 31 December 2007 20,218 75.331 18,802 3781 377 118,609
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15. Intangibla Assets

lntangible assets comprise brands acquired by the Group, and are amartised over their estimated useful rves

of 10 years, The carrying value of intangible assets was determined as follows:

The Group
2008 2007
§000 5'000
Fair value of brands acquired 73407 73407
Less: Accumulated amortisation {21,388) (14.047)
52,018 59,260
16. Available-for-sale investiments
The Group &
The Company
2008 2007
5000 $'000
Cluoted equities 24,647 -
Corporate bonds 150,000 -
Amounts held in US$ mutual funds 148,139 162.019
Govemment of Jamaica securities 787 653 751,888
1,088,439 913,908
Less: securities rmaturing within 12 months (403,5945) (172,637)
584,840 7441 271

Government of Jamaica securities and corporate bonds include interest receivable of $16,702 000
{2007 — 322 687 000). The weighted average effective interest rate on these securities was 14% (2007 — 13%).

The weightad average yield on amounts held in SE mutual funds was 8% (2007 — 7%

The movement in available-for-sale investments during the year was as follows:

The Group &
The Company
2008 2007
o000 5000
Balance at start of year 813,508 BB3 507
Additions 528,818 23,540
Disposals {286,000) {591, 468)
Net fair value losses transfermed to equity (86,021) {449
Effect of changes in foreign exchange rates 17,734 18 878

Balance at end of year 1,068,439 813,908
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17. Investment in Associates

(a) In January 2005, Seprod Limited snd Musson Jamaica Limited, then each 48.8% shareholders of Facey
Commedity Company Limited (Facey). transferred their entire shareholding in Facey to Gatcombe
Investments Limited (Galcombe). Gatcomba was owned 50% each by Seprod Limited and Musson
Jamaica Limited.

Cn 2 October 2007, Seprod Limited sald its 50% sharehglding in Gatcombe to Musson Jamaica Limited
for a purchase consideration of US%20,315,000. The resulting profit of $1,191.182,000 for the company
and $159,348,000 for the Group was credited fo the profit and loss account,

() ©On 21 December 2007, in a combined transaction, Seprod Limited soid its 50% sharehciings in CEM
Limited and Productive Business Solutions Limited to Wight Properties Limited, a subsidiary of Facey, for a
purchase consideration of US$8,000,000. The resulting profit of $258.407,000 for the company and
$44,862, 000 for the Group was credited o the profit and loss account.

{c) The movement in investmeant in asseciates during prior year was as follows:

The Group The Company

2007 2007
$°000 $'000
Balance at start of year 1,574,785 532016
Share of profits 202 812
Disposals {1,777,397) {332,0168)

Balance at end of year ;
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18. Long Term Receivables

The Group &

The Company
2008 2007
$'000 $°000
(& Musson Jamaica Limited 881,520 1,041,698
{b) Wight Properties Limited 398,522 415 596
1,380,542 1,457 294
Less: Current portion {264 185) {245.715)

1. 116,357 1.211.57%

{a} This represents the balance receivable on an original amount of US$15.239.250 for the purchase of Seprod
Limited's 50% sharetolding in Gatcombe (Mote 17{a)). US$7.112,000 is scheduled to be received in equal
monthly instaliments for 3 ysars from the inception date at 2 weighted average interest rate of 10.67%. with
the balance receivable in fulf at the end of the third year.

(b) This represents the batance receivable on an original amount of US%56,000,000 for the purchase of Saprod
Limited’s 50% sharehalding in CBM Limited and Froductive Business Solutions Limited {Note 17(b}).
LUS52,800.000 is scheduied to be received in equal monthly instaliments for 3 years from the inception date
at a weighted average interest rate of 10.67%, with the balance receivable in full at the end of the third year.
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18. Retiremeant Banefits

Assebs/{habilities) recognised in the balance sheet —
Pensicn scheme
Medical benefits

Amounts recogniged in the prafit and loss account —
Fension scheme
Medical benefits

Pension schome

The Group &
The Company

2008 2007
000 5’000

15,800 24,100
(59,4000 (54,600}

{11,200} {4,100
(8,400} (8,000)

The Group participates in a defined benefit scheme, which is open to all permanent employees and administered
by NCB Insurance Company Limited. The plan provides benefits to members based on average eamings for the
final year of service {formery 2 years), with the Group and employees each contributing 5% of persionable
salaries. The ptan is valuad by independent actuaries annuaily using the projected unit credit method: the latest
such valuation being as at 31 August 2008. Additionally, the plan is valued by independent actuanies trienmnially to
determine the adequacy of funding, the latest such valuation being as at 31 August 2007 revealed that the scheme

was adequately funded.

The defined beneht asset recognised in the balance sheet was determined as follows:

Fair value of plan assets
Prasent value of obligations

Tha Group &
Tha Company

2008 2007
$'000 3000

645,000 581,500

(526,000} {443,300)

119,000 148,200
Unrecognised actuarial gaing {104,900) {126.100)
Unrecognised past service cost 1,800 2 000
15,900 24,100
The distribution of plan assets was as follows:
2008 2007

$'000 % $'000 %

Cucted equities 180,449 28 162,968 27
Real estate 149 168 23 180 102 30
Government of Jamaica securities 157,905 24 163 050 28
Repurchase agreements 101 428 16 26,715 5
Leases 20 840 3 40,844 7
Other 35,212 6 17,821 K|
845,000 100 591,500 100
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15. Retirement Benefits {Continued)

Pension scheme (continued)

Plan assets include the company's ordinary stock units with a fair value of $£31,288 000
{2007 - $24 701.000).

The expected return on plan assets was deterrmined by considering the expected returns available on the
assets underlying the current investment policy. Expected yields on fixed interest investments are based on
gross redemption yields as at the balance sheet date. Expected returns on equity and property investments
reflect long-term real rates of return experienced in the respective markels.

The movements in the fair value of plan assets during the year were as follows:

The Group &
The Company
2008 2007
$'000 000
At beginning of year §91,500 525,400
Expected return on plan assets 53 600 55,700
Employer contribulions 3,000 2,700
Employes contributions 4,700 4,200
Benefits paid {34 200) {28,800)
Amounts refunded to the company - (7,600
Actuanal gains on plan assets 15,400 40 900
At end of year 545,000 591,500
The movements in the present value of obligations during the year were as follows:
The Group &
The Company
2008 2007
$'000 000
At beginning of year {443,300) {438.500)
Current sarvice cost 18,3007 {17.200)
Interest cost {56,800 (5Q,500]
Past service cost -
Non-vested benefits {400) -
Vested banedits {17.200) -
Employee contrioutions 4700 4,200
Benefits paid 34,200 29800
Actuanal {losses)gaing on obligatinns (30,800} 29,300

At end of year {525.000) {443,300}




Seprod Limited

Notes to the Financial Statements
31 Dacember 2008

(expressed in Jamaican dollars unless otherwise indicated)

Page 46

19. Retitement Benefits (Continued)

Pension scheme {continued)

The amounts recognised in the profit and loss account were as follows:

Current service cost, net of employes contributions
Intarest cost
Paslt service cost -

Mon-vested benafits

Vasted benefits
Expected return on plan assets
Met actuanal gains recognised during the year
Total included in staff costs (Note 8)

The Group &
The Company
2008 2007
000 $000
{6,900} {8,800}
{55,800} {50,800
600} {500
17,200 -
63,600 55,700
6,700 300
(11,2000 (4,100}

The actual return on plan assets was $80,000,000 (2007 — $56,5600,000).

Expected employer contributions to the plan for the year ended 31 December 2009 amount to $3.505.000.

The fiva-year trend for the fair value of plan assets, the defined bensfit obligation, the surplus in the plap, and

expenence adjustments for plan assets and kabilities are as follows:

2008 2007 2006 2008 2004

$'000 000 $000 $000 $°000

Fair value of plan assets 645 000 581 500 525400 545,200 425 240

Defined henefit obligation {E26,000) {443300) {438,500} (322 100 (221.500)

Surplus 119,000 148,200 85 900 223,100 203 740
Exparience adjustments —

Fair value of plan assets {16,400}  (40,900) 9300 {85500} (120 ,800)

Cefined benefit coligation 5,500 (6,800} 22,800 50,400 {18,600)
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19. Retirament Beneflts {Continued)

Medical benefits

In addition to pension benefits, the Group cffers retirses medical benafits. Funds are not built up to cover the
obligations under the medical benefit scheme. The methad of accounting and frequency of valuations are similar
to those used fur the pension scheme. The kability recognised in the balance sheet was determined as follows:

The Group &
The Company
2008 2007
5000 $'000
Present value of ohligations {78,500) {67,300}
Urnrecognised actuarial losses 19,100 12,700
{38 400} (34 600}
The movements in the present value of obligations during the year ware as follows:
The Group &
The Company
2008 2007
0 $'000
At beginning of year f67,300) (84, 400)
Current service cost (&00) {700)
Interest cost (8,200} (7,400}
Benafits paid 4 B0 4,200
Actuarial (losses)/gains {7,000} 1,000
At end of year {78,500) {67.300)
The amounts recognised in the profit and foss account were as follows:
The Group &
The Company
2008 2007
000 000
Current service cost {B00) {700}
Interest cost {8,200} {7.500)
Net actuarial losses recognised during the year {800) {B800)
Total included in staff costs (Note §) (9,400) {5,000}

A 1% increasef{decrease} in the in the assumed medical cost trend rate would result in an increasef{decrease}
in the aggregate current service cost and interest cost of $900,000/(3800,000), and an increase/{decrease) in
the defined benefit obligation of 38,700, 0004%7,300,000).

The five-year frend for the defined benefit obligation and experience adiustments are as follows:

2008 2007 2008 2005 2004
$°000 $000 $'000 $'000 $'000
Defined benefit cbiigation (78,500} (87,300 {54,400 {37,500} {68 300)

Experience adjustments 3,200 2,400 {12,200} (5,000) f2,700)
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19. Retirement Banefits (Continued)

Principal actusrial assumptions used in valuing retirerment benofits
The principal actuarial assumptions used in valuing retirament banefils wera as foilows:

Discount rate

Expected return on plan assets

Future salary increases

Fuiure pension increases

Long term increase in health costs

Average expected ramaining service life of the amployees {years)

2007
12.5%
11.0%

9.0%

3.0%
11.0%

10

At normal retirement age, 92.8% of males and 74 2% of females are married.

The age difference between husband and wife is 3 years.

Post-retirement mortatity for active members and mortality for pensioners and deferred pensioners is based

on the PA (30} Tables for Pensioners (British mortality tables) with ages rated down by & years.




Seprod Limited

Notes to the Financial Statements

31 December 2008

(expressed in Jamaican dollars unless otherwise indicated}

Fage 49

20, Biological Assets

Dary Livestock —

1,955 (2007 — 1,814} Cows ablke to produce milk
1,831 {2007 — 1,584) Heifers being raised to produce milk in the future

Other Livestock -

297 {2007 — 83) Bulls raised for sale and reproduction

The Groug
2008 2007
$°000 $'000
72.288 55288
33716 28 562
3,562 1,769
128,265 95,630

5,411,238 (2007 - £,193,967) lifres of milk with & “fair value less estimated point-of-sale costs” of $321 843 000

(2007 — $148,651 000 were produced during the pericd.

The movement in biological assets during the year was as follows:

Balance at start of year

Purchases
Sales

Changes in fair value less estimated paint-of-sale costs
Balance at and of year

21, Inventoriaes

Faw and packaging materials

Wark in progress
Finished goods

The Group
2008 2007
$'000 $°000
85,830 80,566
7,619 4,908
(14,499) {15.872)
40,815 18,028
129 565 85630
The Group
2008 2007
$'000 §$'000
935 248 598,854
19,245 27,920
377 865 168,180
1,333,459 794,094
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22. Receivables

The Group The Company
2008 2007 2008 2007
$'000 $'000 $'000 $°000
Trade receivables 786,081 653, 870 508,927 -
Less: Provision for impairment (77.878) {65,721) - -
708,183 598,149 50,827 -
Advances to related party - 55.603 - 35,603
Other advances and prepayments 128,871 99,020 82 097 4,581
Other 144,945 80,775 81,862 31,774
881,599 813,657 193,856 162,358

23. Cash and Cash Equivalents
For the purpose of the cash flow statement, cash and cash equivalents comprise the foliowing:

The Group The Company

2008 2007 2008 2007
5000 $'000 $°000 $000
Cash at bank and in hand 380,188 489,793 229281 274 3186
24. Payables

The Group The Company
2008 2007 2008 2007
$000 $'000 LY 0] 000
Trade payables 185,472 187 665 - -
Accruals 215,314 165 383 107 943 58,113
Other 111,138 69,422 48 551 35,212
515926 426,754 156.544 104,325
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2% Share Capltal

Authorised -
230.000,000 Crdinary shares
fssued and fully paid -
518,388,000 Ordinary stock units at ng par value

26. Capltal Reserve

This comprises:

Revaluation surplus on assets carried at deemad

cost
Fair value {losses)igains on available-for-saie
investments

Profits of subsidiaries capitalised
Redemption reserve

Reailised gains on sale of investments
Other realised surplus

27. Borrowings

Long term kans
Less: Current portion

Loans from related party

2008 2007

$000 $'000

561,287 551,287

The Group Tha Company
2008 2007 2008 2007
§$'000 $'000 $'000 ¥'000
346 551 aag 551 105,340 105,340
{37 819) 48 402 (A7.61%) 48,402
336,537 335,527 -
1.80¢ t.800 -
94 522 83,744 84,522 93,744
22 220 22,230 20,289 20,289
764,021 B49. 264 182,632 287 775
Tha Group The Company

2008 2007 2008 2007
$°000 'O 57000 $'000
232 533 261,712 118,250 142,083
(106,231} (91.618) {25,833} {25,833)
126,302 170,084 80,417 116,250
240,000 240,000 240,000 240 600
366,302 410,004 330,417 358,250
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27. Borrowings {Continued)

Long ternm ioans

{ir}

iy

{tw}

(¥

{vi)

The Group The Company
2008 2007 2008 2007
Y1) $000 $'000 5'000
) 10.5% Development Bank of Jamaica Limited 1,820 9,087 -
{i} 13% Development Bank of Jamaica Limited - 6,208 -
(il 8% Elopak Inc. 1,114 1,925 . -
{iv) 11% First Global Banik Limited 116,250 142,083 118,250 142,083
(vl B.5% Kraft Foods {(Jamaica) Limited 28,341 102,398 - -
(viy LIBOR + 2% Tetra Pak 55,008 - - -

232533 261,712 118,250 142,083

This Ipan is repayable by equal quarterly instalments ending in 2009. The loan is secured by a Deed of
sharge over Government of Jamaica Indexed Bond.

This Ioan was repayable by equal quartedy instalments ending in 2008. The loan was secured by an
unlimited guarantee; a demand debenture constituting a first charge over the fixed and floating assets; and
a supplemental bill of sale over certain fixed assets of Serge Istand Dairies Limited and Serge Island

Farms Limited.

This represents a USS financing agreement from a supplier for the purchase of raw materials and 1s
repayahla in 36 monthly installiments commencing in October 2006.

This loan is repayable by egqual quarterly instaiments ending in 2013 There was a moratorum on the
principal payments until September 2007. The loan is secured by Government of Jamaica investrment

secunties.

This represents a USE loan from Kraft Feods (Jamaica) Limited which formed a part of the purchase
consideration for the acquisition of operating assets (Note 30}, The loan is scheduled to be repaid in four
semi-annual instalments commencing 28 February 2008.

This represents a US$ financing agreement from a supplier and is repayable in twelve guartery
instalments commencing 1 February 2009 It is secured by fixed assels acquired under the loan

agreement.

Loans from reiated patty . _
This is comprsed of ipans from Facey Commodity Company Limited which are interest free and have no fixed

terms of repayment.
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28. Deferrad Taxation

Deferred income taxes are calculated in full on temporary differences under the liabi

- of 3314%.

lity method using a tax rate

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to set off current tax
as5ets against current tax lizbilities. The amaounts datermined after apprepriate offsetting are as follows:

Deferred tax azsats
Deferred tax liabilities

The moverment in deferred taxation is as fallows:

Balance at start of year
{Charge}credit to profit and loss account (Note 1)

Balance at end of year

The Group The Company
2008 2007 2008 2007
5000 5'000 5000 $'000
B6056 845 - -
{335,295) {212 735) {83.274) {15.842)
{334 685) {212 084) (83,274) {15,842)
The Group The Company
2008 2007 2008 2007
$'000 $'000 $'000 000
(212,084) {14%,949) {15,842) {23,532)
{122.608) {62,135} {67.432) 8,000
{334 689) (212 084) (83,274} {19,842}
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28. Deferred Taxation {Continued)

The deferred tax (charged)/credited to the profit and loss account comprises the following temporary differances:

The Group The Company

20608 2007 2008 2007

$'000 $'000 3000 $'000

Accelerated tax depreciation (35,244) {18,528) {5,425} 8,722
Retirerment bensfits 4323 4,600 4333 4 800
Tax lpsses carried forward {15,158) (42, 756) - -
Unrealsed exchange gains (70,832} - {70.932) -
Cther {5,604} {7.413) 4,598 {5,232}
{122 605) {62,135) {67,432} 8,000

The deferred tax assets/(liabilities} in the balance shest somprises the following temporary differences:

The Group Tha Company
2008 2007 2008 2007
5000 $000 $000 $7000
Accelerated tax depreciation {272 869} [237.6825) (23,872} {18,443)
Hetirament beneafits 14,500 10,167 14,500 10167

Tax losses carried forward 17,148 32,306 -
Unrealsed exchange gains (70,532} {70,932) -
Cther {22,538] {16,932} {2,870} (7.566)
{334 689) {212 084) {83.274) {15.842)
The deferred tax assets/{liabilities) in the balance sheet include:;

The Group The Company
2008 2007 2008 2007
$'000 5000 $'000 $'000
I'Jua1’:—:-rr.en:.:illmt.r‘a:t:-':_I :ssets to be recovered within 12 15158 42,796 ) )
[‘.lvlefﬁrrf::natzir':}tg:-;1 gabilities to be seltled within 12 (22.536) (16,932) (2.570) (7.566)

Subject to agreament with the Taxpayer Audit and Assessment Department, kosses availabls for offset against

future profits of certain subsidiaries amount to $121,954 000 {2007 — 596 518,000).

Deferred tax assets of approximately $23,504,000 (2007 — $21,797,000) have not been recognised in respect of
tax losses of cartain subsidiaries. At 31 December 2008, tax losses carried forward for which no deferred tax
assets have been recognised amounted to approximately $70,512,000 (2007 - $85,391,000).

Deferred tax liabilties have not been provided for on the withholding and other taxes that would be payabla on the
undistributed eamings of subsidiaries lo the extent that such earnings are expected to be permanentty reinvesied.
At the year end, such undistributed earnings totalled $1,842,330.000 (2007 -~ $1,210,058,000).
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29. Cash Generated from Operations

Net profit

items not affecting cash resaurces:
Amortisation of intangible assets
Depreciation

Unreaiised foreign exchange gains

Loss on sake of available-for-sala
investments
{3ain on disposal of investmant in
associates

Gain on sale of fixad assets

Megative goodwill on acquisition of
subsidianes

Share of results of associated companies
Interest incoms

Interest expense

LDividend ngome

Taxation

Changes in operating assets and liabilitias:
Invaniories
Receivables
Biofogical assets
[ue to subsidiaries
Retirement benefits
Accounts payable

Taxation paid
Cash provided by/[used in} operating activities

The Group The Companhy
2008 2007 20068 2007
$'000 $00) §'000 5000
938,203 1.013.009 320,615 1.537.717
7341 5,647 ,
175,954 153,538 18,410 22 661
(216,443} {16,038) {221,443 (16,837}
(778} 4 596 {778) 4 5695
- (204,208) - {1.445 585}
{350) {1,414) f150) £300)
- (1138,042) - -
- {202,612} - -
{263.745) {161,123} {262,802) {158,292}
28,796 38,596 21,081 27808
- (93} (93)
487 253 222 060 155 880 37337
1,166,276 714,011 31,814 5208
(538.465) (52,8687} - -
(168 448) {205,441 (41 528) {8,410}
{33,935} {5,064} - -
- - (111,035} 238,318
13,000 13,800 13,000 13,800
29,172 97,650 h2.218 22 567
527 800 548,129 (55,530} 271,481
{206,490) (165,574 (71,298} {56.473)
321,110 378 555 {126 828) 215,008

The principal non-cash transaction was the 1ssue of a loan by Kraft Foods (Jamaica) Limited which formed a part
of the purchase consideration for assets acquired by International Biscuits Lirnited in the prior year (Nota 30).
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30. Business Combinations

Acquisition in the prior year

Effectiva 1 September 2007, Intemnational Biscuts Limited (a newly incorporated subsidiary) acquired the fixed
assels, cenain brands and inventory of Kraft Foods (Jarmaica) Limited (Kraft) The subsidiary contributed
revenues of $226.477.000 and net profit of $150,347,000 (inclusive of the negative goodwill of $138,048 000
below) for the 4 months ended 31 December 2007

The negatve goodwill an acquisition was arrived at as foliows:

2008
000

Fair valug of assets acquired -
Fixed assets 323 367
Intangible assets - brands 25 407
Inventory 103,289
452,063

Purchase consideration —

Cash paid 212,415
Long term lpan from Kraft 101,600
314,015
Megative goodwill on acqguisition 138,048

The negative goodwill was primarily aliributed to the excess of the fair market value of the acquired fixed and
ntangible assets over their carrying values. The fair values of the foced and intangibie assets were determined by
independent professional vakuers.

Mo cash or cash equivalents were acquired in the transaction. The cash outflow on scquisition comprise only cash
paid that formed a part of the purchase consideration,
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31. Related Party Transactions
The following transactions were carried cut with or on behalf of related parties:

{a} Sales and purchases of goods and services
Sales of $1,238,409,000 (2007 - $1.3898,672,000) to and purchases of $9, 163,000 {2007 — $5,607 000} from
Musson Jamaica Limited, T Geddes Grant (Distributors) Limited and Facey Commodity Company Lirmited.
The Chairman of the company’s Board of Directors is a major shareholder and Chairman of the Board of
Directors of these entities. Goods are sold/bought on the basis of the price lists in force with non-related
parties. Trade receivaliles and payables include $204,704,000 and $11,534,000 (2007 - $150.323 000 and
$420,000), respectivaly in respect of these transactions.

A subsidiary paid cess of $5.177,000 (2007 - $4,923.000} based on tha importation of copra-based and
substitute products, to Coconut Industry Board, a majer shareholder of the company.,

{h) Key management compensation

2008 2007
$'000 5000
VWages and salares 103,260 95,753
Statutory contributions 10,068 8,765
Other 1.311 1,864

114,638 107,382

Diractors' emaluments -

Fees 8.010 6,875
Medicat insurarce premiums 13,840 13.791
Management remuneration (included above) 22,569 23,815

{c} Advances and loans
Profit share advances to key management were as follows:;

20038 2007

$'000 $'000

Group Managing Director 18.550 12,455
Other key managemeant personnsl 53,493 25412
72043 a7.867

Included in receivables (Note 22) are advances of $Nil {2007 - $55 603,000) to Facey Commadity Company
Limited. These advances attract interest at a weighled average rate of 19% and are repayable at call.
Interest earngd on the advances during the year amounted to $528.000 (2007 - $45,558,000}.

Loans to other related parties are disclosed in Note 18. interest eamed on these loans duning the year
ameunted to US$1 848,000 (2007 - US347 000}

Loans from other related parties are disclosed in Note 27, No interest was paid an these loans.
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32. Contingencies and Commitments

{3} Minimurn annual lease payments required under operating lease arrangements in relation to factory rental by
a subsidiary is US3130,000, ang these amangaments are set Lo expire in 2011,

(b} At 31 December 2008, managament had approved approximately $269 million (2007 - $257 miltign} for
capital expenditure in respact of certain subsidiaries.

33. Litigation, Claims and Assesaments

The Group is subject to vanous claims, disputes and legal proceedings, as part of the normnal course of businass.
Provision is made for such matters when. in the opinion of managerment and # professional advisors, i is probable
that & payment will be made by the Group, and the amount can be reasonably estimated.

In respect of claims asserted against the Group which, according fo the principles cutlined above, have not been
provided for, management is of the opinion that such claims are either without merit, ¢an be successfully defended
or will result in exposure to the Group which is immaterial to both the financig! position and results of operations,




