
CHAIRMAN's REVIEW

AUDITED RESTATED

31-Dec-09 31-Dec-08
$'000 $'000

Turnover 494,635                 630,872                 
Cost of Sales 406,137                 583,634                 
Gross Profit 88,498                   47,238                   

Selling and Distribution Exp 26,098                   31,297                   
Administrative Expense 37,052                   37,605                   

Operating Profit 25,348                   (21,664)                  

Financial Expense (23,019)                  (10,359)                  
Retirement Benefit 14,551                   -                         
Other Income / (expense) 8,865                     9,555                     
Net Income/(Loss) before Tax 25,745                   (22,468)                  
Taxation (8,071)                    3,568                     
Net Income/(Loss) after Tax 17,674                   (18,900)                  

Earnings per share 0.15                       (0.16)                      

AUDITED RESTATED
31-Dec-09 31-Dec-08

$'000 $'000
ASSETS 
Non-Current Assets
Property, plant and equipment 164,503                 180,712                 
Trademarks 8,346                     9,583                     
Retirement benefit 60,610 46,059
Investments 15 15

233,474 236,369

Current Assets
Cash and Cash Equivalents 20,299 20,793
Accounts Receiveables and Prepayments 100,920 101,545
Inventories 57,970 157,785

179,189 280,123

Total Assets 412,663 516,492

LIABILITIES AND EQUITY
Current Liabilities
Bank Overdraft and short term borrowings 139,851 240,676
Accounts payable and accruals 23,647 28,261

Bank Loan current portion 21,501 21,092
Tax payable 682 733

185,681 290,762

Non Current Liabilities
Bank Loan non current portion 38,267 61,256

Deferred Taxes 11,397 4,830
49,664 66,086

Capital And Reserves
   Share capital 120,200 120,200
   Capital Reserve 23,035 23,035
   Proposed dividends 0 0

   Retained Earnings 34,083                   16,409                   
SHAREHOLDERS' EQUITY 177,318 159,644

Total Liabilities and Shareholders Equity 412,663 516 ,492

FOR THE YEAR ENDED 31ST DECEMBER 2009

Share Capital Retained Total
Capital Reserves Earnings

$'000 $'000 $'000 $'000

Balance as at January 1st, 2007 120,200      23,035                  44,438            187,673           
Prior Period Adjustment (Note 23) (9,129)             (9,129)              
Balance as at December 31st 2007 120,200      23,035                  35,309            178,544           

Balance as at January 1st, 2008 120,200      23,035                  35,309            178,544           
Net Loss for the Year (18,900)           (18,900)            
Balance as at December 31st 2008 120,200      23,035                  16,409            159,644           

Balance as at January 1st, 2009 120,200      23,035                  16,409            159,644           
Profit/(Loss) After Taxation 17,674            17,674             
Balance as at December 31st 2009 120,200      23,035                  34,083            177,318           

           AUDITED YEARLY RESULTS AS AT 31ST DECEMBER, 2009

STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

STATEMENT OF FINANCIAL POSTION

STATEMENT OF COMPREHENSIVE INCOME

Basis of Preparation:
The abridged consolidated financial statements have been extracted from the
audited financial statements for the year ended December 31st 2009. The
abridged financial statements do not include accounting policies and the notes
that are contained in the financial statements. The financial statements were
prepared in accordance with International Financial Reporting Standards and on
a basis consistent with the accounting policies used in the restatement of the
audited financial statements for the year ended December 31st 2008.

Fellow Shareholders:

I am pleased to present to you the Chairman’s report on National Flour Mills Limited (NFM) for the
2009 financial year. 

In 2009, the local economy was not immune to the global financial crisis that started in 2008 and
continued into 2009. As a result, most manufacturing, distribution and construction related
businesses saw a slowdown in activity, and the local economy is estimated to have contracted by
3% in 2009. There was however an ease in inflation as the Central bank reported that for
December 2008 to December 2009 the inflation rate was 1.3% - the lowest rate in forty years.The
economic environment as well as the Company’s poor financial performance in the past few years
forced us to implement cost reduction and containment measures. We also strengthened both the
general and financial management of our operations and successfully re-implemented a new
management information system. As a result, in spite of challenging economic conditions, National
Flour Mills Limited showed resilience in 2009 and closed the year with a profit of $25.7 million
before taxes of which $13.2 million was attributable to operations and $14.5 million to an actuarial
Pension Surplus.The profit from operations represented an improvement over the performance in
2007 and 2008 and was achieved despite the slowdown in the local economy.

Profitability was also achieved even though sales revenue declined by 22%.This reduction in
revenue is primarily attributable to reductions in the price of most of our products. In 2009, the gross
profit margin increased by 10.4% from 7.5% in 2008 to 17.9%. At the same time there was also a
reduction in selling, general and administration expenses of 8.3% over 2008.The turnaround in the
Company is also evidenced by the improvement in our working capital and cash flow position. In
2009, your Board of Directors, mindful of the need to ensure the continued growth and prosperity of
the Company for all stakeholders and in light of the reduced expected return on the Pension Plan’s
assets took a decision to cap annual pension increases at a rate more in line with common
practice.This, among other things, has resulted in an actuarial pension surplus of $14.5M which is
recognized in the income statement in accordance with International Accounting Standards (IAS)
19.

The financial statements presented also reflect the restatement of our results for 2007 and 2008.
The restatement was necessary to correct the following errors made in these years as a result of
inadequate Management oversight :
-An overstatement of inventory over the two year period by a total of $21.9M due to failure by the
then Management to write off the difference between the physical inventory total and the amount
recorded on the books.
-Failure to record credits and rebates due to customers amounting to $7.3M 
-Failure to record bank overdraft interest for 2007 amounting to $4.011M

The above errors in our financial statements in 2007 and 2008 occurred primarily as a result of the
loss of significant institutional memory and financial skills following the 2006 VSEP as well as the
failed initial attempt at the implementation of a new management information system. Whilst
management provided all the relevant documents and other evidence to substantiate these
adjustments, our auditors nevertheless remained adamant in their opinion that the evidence
advanced with respect to the inventory and the credits and rebates was inadequate. As a
consequence, we had no alternative but to accept a qualified audit opinion. The Board and
Management remain convinced however that to treat these adjustments in any other manner would
not have been in accordance with International Accounting Standards.The recent successful re-
implementation of our new information system provides management with the tools needed to effect
tighter controls over all aspects of our accounting particularly receivables and inventory. These
measures as well as measures taken to replace and strengthen the skills in the financial area will
ensure that the errors highlighted above do not reoccur. In the coming months we intend to extend
this integrated system throughout the organization which will result in greater efficiency, tighter
control and further costs savings. We expect these efficiencies to translate positively to the bottom
line.

National Flour Mills Limited is poised for growth and profitability well into the future. On behalf of the
Board I extend our appreciation to Management and Staff for the tremendous effort made toward
this long awaited and refreshing turnaround in the Company. I also wish to thank my fellow Board
members for their continued support, and our shareholders and other stakeholders for their
patience, sacrifice and unwavering support and loyalty of NFM over the past years.
     
GANESH SAHADEO
CHAIRMAN



AUDITED RESTATED
31-Dec-09 31-Dec-09

$'000 $'000

Cash Flows from Operating Activities
Profit before taxation 25,745 (22,468)
Adjustments to reconcile income before taxation to net 
cash provided by operating activities:
Non Cash Items:

Depreciation/ Amortisation 20,845             17,099                
(Gain)/Loss on disposal of Fixed Asset (975)                0
Retirement benefit ( surplus)/ cost (12,386)           2186
Operating Profit before working capital changes 33,2 29 (3,183)

Net Change in operating assets and Liabilities 95,826 (57,452)
Taxes paid (1,555) (1,939)
Retirement Benefit Paid (2,165) (3,376)
Net Cash used in Operating Activities 125,335 (65,950 )
Investing Activities
Additions to Fixed Assets (3,501) (5,997)
Proceeds from sale of Fixed assets 1,077
Net change in investments 1
Financing Activities (2,424) (5,996)

Bank Loan Repayments (22,580) (20,797)

Net cash used in Financing Activities (22,580) (20,797)

Net Change in cash resources 100,331 (92,743)
Cash resources, beginning of the year (219,883) (127,140)
Cash resources, end of the year (119,552) (219,883)

Represented by:
Cash and Cash equivalents 20,299 20,793
Bank Overdraft and short-term borrowings (139,851) (240,676)

(119,552) (219,883)

 STATEMENT OF CASH FLOWS

AUDITED YEARLY RESULTS AS AT 31ST DECEMBER, 2009


