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NATURES WAY FOODS LIMITED : 5

Strategic Report
" For the period from 30 March 2019 to 27 March 2020

Introduction

The directors present their strategic report for the company for the perlod between 30 March 2019 to 27 March
2020.

The company prepares Annual Report and Financial Statements each yedr to the Fnday nearest the accountmg
reference date which this year results in a 52 week period.

Principal Activities

The principal activity of the company comprises the processing and wholesale distribution of food products.
There have not been any significant changes in the companys principal activity in the period under review.

Review of the Business

" The results for the company are shown in the Statement of Comprehensive Income and retained earnings on
page 15. The company's financial position is presented in the Balance Sheet on page 16. -

The company's turnover increased 1.0% to £193m (2019: £191m). The operating profit during the year was

- £0.46m (2019: £2.3m loss). The year on year increase in operating profit reflects the growth in turnover as well
as stronger direct margin which raised from 14.0% in 2019 to 14.7% in 2020 as a result of varlous prOJects
generating efficiencies dunng the year.

The business continues to grow in turnover and market share. The business has invested significantly into
capacity and technology to deliver market leading quality and service whilst remaining cost competitive. The
directors remain very positive in respect to continued revenue and market share growth and improving
profitability. .

The company has adequate funding arrangements to support future trading prospects and to maintain liquidity
and solvency requirements as set out within the liquidity risk section in thls report and going concern section in
the directors' report of these financial statements :

" Financial key performance indicators

We measure our progress against the foIIowmg KPIs which are considered to be mducatlve of the overall
busmess performance of the company

2020 2019

: ' T , £000 £000

Turnover . ' : , 192,918 190,706
Operating profit/(loss) ) . 455 (2,342)

Operating margin (%) ' N ‘ _ . - . ™
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NATURES WAY FOODS LIMITED <

" Strategic Report (continued)
For the period from 30 March 2019 to 27 March 2020

Principal risks and uncertainties

" The company has been moderately impacted by Covid 19 and most significantly in a reduction of sales. The
business continued to operate with enhanced health and safety measures. Despite these impacts the business
remain sustainable both in the short and long term. The company continually monitors both the business and
markets that it operates in. The main risks to the company are considered to be market demand, competition,
weather and external factors. :

Due to the nature of the company's products, we rely on the weather to determine the quallty and availability of a |
large propomon of the raw materials. This risk is managed through seasonal contracts with key suppliers.

EU Exit Risk

The UK's decision to leave thé EU presented the company with new risks, such as currency exchange rate
.- volatility, labour market shortages and uncertainty about rules on cross-border movement of goods. The
company takes steps in mitigating these risks by looking into new technology, gaining expertise on customs
procedures, expanding supplier base, but until the EU exit negotlatlons are complete, the SItuatlon presents
cons;derable uncenalnty .

Competition Risk

The nature of the company's principal activity relies.on relationships with few large customers. A loss of such a
customer relationship due to an inability to price competitively or respond to market trends could result in loss of

- a material revenue stream. To maintain strong relationships, the company offers a diverse range of products
within several product categories. The company. also invests to ensure a high level of service and product
quality.’ .

The company's activities expose it to a number of financial risks including credit risk, foreign currency risk and

~ liquidity risk. The use of financial derivatives is governed by the company's policies approved by the board of
directors, which provide principles on the use of financial derivatives to manage these risks. The company does
not use derlvatlve financial instruments for speculative purposes.

Foreign Currency Risk

The company's activities expose it primarily to the financial risks of changes in foreign currency exchange' rates.
The company uses foreign exchange forward contracts to hedge these exposures.

The company finances its operations with cash resources and borrowings. Interest rate risk is managed by -
linking the rate payable to the base rate and regularly rewewmg market interest rates. :

Credit Risk

The company's principal financial assets are bank balances and cash, trade and other debtors.

The company's credit risk is primarily attributable to its trade debtors. The amounts presented in the balance
sheet are-nét of allowances for doubtful debtors. An allowance for impairment is made where there is an

identified loss ‘event WhICh based on previous experience, is evidence of a reduction in the recoverablllty ofthe - -

. cash flows.

The credit risk on liquid funds and derivative financial instruments is limited because the counterparties are
banks with high credit-ratings assigned by international credit-rating agencies.
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Strategic Report (continued)
For the period from 30 March 2019 to 27 March 2020

" Liquidity Risk

_In order to maintain liquidity to ensure that sufficient funds are a\railable for ongoing operations and future
developments, the company uses a mixture of long-term and short-term debt finance:

Research and Development

During the périod the company continued to develop products to meet the needs of its markets includihg the
introduction of a number of new product lines. All expenditure has been charged to the profit and loss account as
it arises.

Future Developments and Events after the Balance Sheet Date
There were no events since the reporting date which require adjustment or disclosure.

- The directors continue to focus on mcreasmg revenue and market share and the expectation is that this growth
-will continue into the next financial year. .
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Strategic Report (continued).
For the perlod from 30 March 2019 to 27 March 2020

Section 172 S:tatement
Decisions Affectin‘g All St'akeholders

Preparing for Brexit:

Reason for decision: risk to business performance.
How: creation of a Brexit continuity team.

Actions & QOutcomes:

Arrange multiple entry points for European materials imports;

Implemented new customs clearance status;-

Put'in place clearance agency process;

Set contingency plans with customers;

Communicated settled status arranges and requirement to all staff; '

Provided assistance where requested to ensure- staff were fully aware of their right to stay options;
and

Put in specific Forex strategy to reduce currency ﬂuctuatlon risk.

Responding to COVID 19:

Reason for decision: risk to going concern.

" How: creation-of COVID 19 business continuity team.
Actions & Outcomes:

Set up twice daily rewew meetings Wlth cross functlonal continuity team Iead by the Chief Operatmg
Office; :

Ensured compliance with all relevant statutory and industry bodies in¢luding, but not limited to,
government advice, DEFRA and the FSA;

New reporting systems set up to monitor and profile the impact of COVID 19 on our labour pool;
Muiltiple actions to ensure staff are as protected as possible including home working, social
distancing and vulnerable colleague arrangements; ' C
Review opportunity for furloughing selected colleagues linked to reduction in revenues Implemented
furloughing where possible across manufacturing and head office functions;

Undertook a number of mitigating actions to reduce cash outflows as revenues fell (prlmarlly through
temporary debtor and creditor arrangements); and ‘

Extended company bankmg facilities to provide further cash headroom.

Trials of our own transport ﬂeet

.Reason for decision: demonstrate the potentlal sustamablhty and cost benefits of both back haulage
and the use of double deck vehicles to deliver product to customers.

How: an internal team implementing a transport trial. -

Actions & Outcomes: ’

Ran trial with limited company managed ﬂeet

Ran trial with routes that had back haulage opportunities;

Based on the results of the trials, tendered transport opportunities; and

Executed new contracts with 3rd party transport providers using back haulage and double deck
where commercially viable, reducing carbon foot print and improving service value.
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NATURES WAY FOODS LIMITED

Strategic Report (continued)
For the perlod from 30 March 2019 to 27 March 2020

Decisions Affecting Cuétemers, Investors and Employees

Focus on category Ieadersh/p
Reason for decision: business growth and strengthenlng the competltlve position.
How: engage with customers in strateglc category reviews and customer tenders.
Actions & Outcomes:
e Category share growth in salads and coleslaw associated with manufacturing capacity expansnon
and
» Exit from fruit category.

s Decisions Affecting Employees

Enhance employee recruitment, Jjob satisfaction, retention and reward:
Reason for decision: Natures Way Foods relies on the loyalty of its 1168 colleagues in order to
provide customer value, service and quality. -
How: initiatives proposed from studies or projects undertaken across the business.
Actions & Outcomes:

¢ Introduced Wagestream instant access salary scheme;

¢ - Reviewed pension provider and initiated change,

- e Introduced new employee recognition process; and ‘
e ‘Implemented company-wide line management development training.

Mental health mmat/ves

Reason for decision: focus on |mprovmg the weIIbelng and health of all Natures Way Foods

colleagues.

How: initiative proposed by occupational health department and human resources function. .

Actions & Qutcomes: : .
e Mental health awareness program to communicate to all employees via intranet and other media;
e Specialist manager training to better enable managers to identify and advise employees on mental

health issues; and
e Introduction of mental health advocates across the busmess to assist both management and
colleagues address issues as they arise.

Decisions Affecting Suppliers

Review of supply base to identify and build key strategic pan‘nersh:ps
. Reason for decision: our suppliers are fundamental to the quality and value of our products and to
ensure that we meet the high service levels our customers demand. They are also critical in
providing specialist insight required to deliver high quality innovation.
How: strategic procurement review working with mternal stakeholders, 3rd party expertise and the
supply based.
Actions & Outcomes: )

e Identified potential strategic supply partners; and

‘o Agreed multi-year supply contacts with strategic supply partners.
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Strategic Réport (continued)
For the period from 30 March 2019 to 27 March 2020

' Decisions Affecting Investors

Undertook Audit tendering: ' .

Reason for decision: good practice as the audit partner had been in place for 8 years.

How: audit tender process.
Actions & Outcomes: .
+ Ran tender with 4 potential audit partners;
¢  Awarded audit role to new partner; and . -
¢ - Executed milestones for change from existing to new audit partner.

This report was approved by the boardon O\ I-l 0// L0 ‘ - "and signed on its behalf.

RA Langmead™
Director
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NATURES WAY FOODS.LIMITED ~ ~ o "

Dlrectors Report
For the period from 30 March 2019 to 27 March 2020

The dlrectors present their Annual Report and Audlted Financial Statements for the period ended 27 March
2020. :

DIRECTORS

The directors who served the group throughout the period and to the date of signing except as noted, were as
~ follows: )

B Jones S :

‘R Parr (resigned 23 July 2020) -

DG Williams.

DW Langmead

RA Langmead : : -

SC Gilliland - D~ e
CD Smith : ) .

AM Barker ' . '

Going Concern

The directors have a reasonable expectation that the company has adequate resources to continue in
operational existence for the foreseeable future. Having reviewed the current performance including the impact
of Covid 19 and future trading prospect against the net current liability position, the directors consider that there
is adequate funding available to be able to meet the company's liabilities as they fall due. Thus they continue to
adopt the going concern basis in preparing the annual financial statements

Further details regarding the adoption of the gomg concern basis can be found in note 2.2 of these fnanmal
statements. .

- Eniployees and Embloyment Practice -
The company pursues an employmeént policy of equal opportunities and strivés to follow best practice
recruitment and selection. It does not discriminate on the grounds of race, nationality, sex, marital status,
disability and religious or political beliefs.’ .

. People and Management
The continuing success of the company is thanks to the strength of the company's employees. The board is
grateful for the strong support and enthusiasm shown by staff in a successful period. The board looks forward to
continuing to build and develop the business with them in the future.

Dividends -

D|V|dends of £1,100k were declared and-paid during the perlod to Natures Way Foods Investment Company
Limited.
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Directors' Report (continued)

" Forthe perlod from 30 March 2019 to’ 27 March 2020

Health, Safety and the Environment -

The company takes health and safety extremely seriously. The company works to ensure that the best health

and safety practices are carried out throughout the business and that employees work in a safe environment.

" The company continuously monitors its impact on the enwronment attempting to m|n|m|se where possible its
~ activities affectlng the environment. :

In addition the company recognlses it has an’important role to play'in the communities it operates in and has
created a Corporate & Social Responsibility Plan to ensure that is achieved.

Employee Involvement

The company has continued its practice of keeping employees informed of matters affecting them as employees

This is achieved through regular briefings to all departments in the company.
Disabled Employees

Applicants for employment by disabled persons are given full and fair consideration for all vacancies in
accordance with their particular aptitude and abilities.

In the event of employees becoming disabled, every effort is given to retrain them in order that their empl‘oyrnent
with the company may continue. It is the policy of the company that training, career development and promotion -
opportunities should be available to all employees. :

Qualifying Indemmty Prowsron

The company has.granted mdemnlty to |ts directors against liability in respect of proceedings brought by third
parties, subject to conditions 'set out in section 234 of the Companies Act 2006. Such qualifying third party

. indemnity provision was in force during the year and is in force as at the date of approving the Directors' report.

Disclosure of Information in the Strategic Report

Details of the pnnmpal activities, review of the business, principal risks and uncertainties, research and

: development and future developments and events after the balance sheet date can be found in the. strateglc .
_report on pages 2 to 7 and form part of this report by cross reference. .

Auditor

Each of the persons who are directors at the time when this Directors' Report is approved has confirmed that: '

. so far as the director is aware, there is no relevant audit information of which the Company's auditors are
unaware and; A : .
. the director has taken all the steps that ought to have been taken as a director in order to be aware of any

relevant audit information and to est'ablish that the Company's auditors are aware of that information. -

This conflrmatlon is given and should be mterpreted in accordance with the provisions of s418 of the Companies ‘-
Act 2006.

A resolution to reappoint BDO LLP as auditors will be proposed at the forthcoming Annual General Meeting. .
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NATURES WAY FOODS LIMITED

Directors' Report (continued) ‘
For the period from 30 March 2019 to 27 March 2020

POST BALANCE SHEET EVENTS
There have been no sighificant events éﬁecting tHe-Company since the year end.

This repbrt'was approved by the boardon O | [()0’/10 and signed on its behalf.

RA Langmead
Director
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[NATURES WAY FOODS LIMITED

Directors’ Respdnsibilities Statement -
For the period from 30 March 2019 to 27 March 2020

The drrectors are responsrble for preparrng the Strategic Report the Directors' Report and the fmancral
statements in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
* directors-have elected to. prepare the financial statements in accordance with applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including Financial Reporting
Standard 102 ‘The Financial Reporting Standard applicable in the UK and Republic of Ireland’. Under company
law the directors must not approve the financial statements unless they are satisfied that they give a true and fair
view of the state of affairs of the Company and of the profit or loss of the Company for that period.

In preparing these financial statements, the directors are required to:

o select suitable accounting policies for the Company's ﬁnéncial statements and then apply them
 consistently;
e . make 1udgements and accountrng estimates that are reasonable and prudent; _
L state whether applicable UK Accounting Standards have been followed, subject to any material departures .

disclosed and explained in the financial statements; and -

. prepare the financial statements on the going concern basrs unless |t is inappropriate to presume that the
Company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the Company's transactions and disclose with reasonable accuracy at any time the financial position of the -
Company and to enable them to ensure that the financial statements comply with the Companies Act 2006. They
are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the
‘preventron and detection of fraud and other irregularities.
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NATURES WAY FOODS LIMITED:

Independent Auditors' Report to the Members of Natures Way Foods Limited

OPINION

We have audited the financial statements of Natures Way Foods Limited (the '‘Company') for the period ended

- 27 March 2020, which comprise the Statement of Comprehensive Income, the Balance Sheet, the Statement of
Changes in Equity and the related notes, including a summary of significant accounting policies. The financial
reporting framework that has been applied in their preparation is applicable law and United Kingdom Accounting
Standards, including Financial Reporting Standard 102 ‘The Financial Reporting Standard applicable in the UK
and Republic of Ireland’ (United Kingdom Generally Accepted Accounting Practice).

In our opinion the financial statements;

. give a true and fair view of the state of the Companys aﬁalrs as at 27 March 2020 and of its loss for the
" period then ended; ,

e - have been properly prepared in accordance with United Kingdom Generally Accepted Accountlng
© Practice; and '

. have been prepared in accordance with the reqwrements of the Compames Act 2006.

BASIS FOR OPINION

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the Auditors' responsibilities for the audit
of the financial statements section of our report. We are independent of the Company in accordance with the
ethical requirements that are relevant to our audit of the financial statements in the United Kingdom, including

- the Financial Reporting Council's Ethical Standard, and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We belleve that the audlt evidence we have obtained is sufficient'and
appropriate to provide a basis for our opinion.

_ CONCLUSIONS RELATING TO GOING CONCERN

+ We have nothlng to report in respect of the following matters in relation to which the ISAs (UK) reqmre us to
report to you where: ) .

e the d[rectors use of the going concern bas13 of accounting in the preparatlon of the financial statements is
~ hot approprlate or

. the directors have not disclosed in the financial statements any identified material uncertamtles that may
cast significant doubt about the Company's ability to continue to adopt the going concern basis of
accounting for a period of at least twelve months from the date when the financial statements are
authorised for issue. .- .

OTHER INFORMATION ‘ .

The directors are responsible for the other information. The other information comprises the information included -
in the Annual Report and financial statements, other than the financial statements and our Auditors' Report
thereon. Our opinion on the financial statements does not cover the other information and, except to the extent
-otherwise explicitly stated in our report, we do not express any form of assurance conclusion thereon.

. . 1
In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider-whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material

Page 12



NATURES WAY FOODS LIMITED | - L _ 1

! SR — - : e d

Independent Auditors' Report to the Members of Natures Way Foods Limited (continued)

IS misstatement in the financial statements or a material misstatement of the other information. If, based on the

work we have performed, we conclude that there is a material misstatement of this’ other information, we are
required to report that fact.

We have nothing to report in this regard.
OPINION ON OTHER MATTERS PRESCRIBED BY THE COMPANIES ACT 2006
In our opinion, based on the work undertaken in the course of the audit:

. the information given in the Strategic Report and the Directors' Report for the financial period for which the

financial statements are prepared is consistent with the financial statements; and

o the Strateglc Report and the Directors' Report have been prepared in accordance with applicable legal
. requwements .

MATTERS ON WHICH WE ARE REQUIRED TO REPORT BY EXCEPTION

In the lig'ht of the knowledge and understanding of the Company and its environment obtained in the course of
the audit, we-have not identified material misstatements in the Strategic Report or the Directors' Report.

We have nothing to report in respect of the followmg matters in relation to which the Compames Act 2006
requires us to report to you if, in our opinion: . -

o adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us; or - .

o the financial statements are not in agreement with the accounting records and returns; or

. certain disclosures of directors' remuneration specified by law are not made; or A

. we have not reoeived all the information and explanations we require for our audit.

RESPONSIBILITIES OF DIRECTORS

"~ As explalned more fully in the Dlrectors Respon5|bllltles Statement on page 11, the d|rectors are respon5|ble for
the preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as the directors determine is necessary to enable the preparation of financial statements that are
" . free from material misstatement, whether due to fraud or error. .

In preparing the financial statements, the dlrectors are responS|bIe for assessing the Companys ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
-concern basis of accounting unless the directors either intend to liquidate the Company or to cease operatlons
or have na realistic alternative.but to do so. .
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Independent Auditors' Report to the Members of Natures Way Foods Limited (continued) '

AUDITORS' RESPONSIBILITIES FOR THE A.UDIT OF THE FINANCIAL STATEMENTS

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

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council's website at www.frc.org. uk/audltorsrespon3|bllltles This description forms part of our
Auditors' Report. :

' USE OF OURREPORT - S R

. This report is made solely to the Company's members in accordance with' Chapter 3 of Part 16 of the Companies
Act 2006. Our audit work has been undertaken so that we might state to the Company's members those matters
we are required to state to them in an Auditors' Report and for no other purpose. To the fullest extent permitted
by law, we do not accept or assume responsibility to anyone other than the Company and the Companys
members for our audit work for this report, or for the opinions we have formed.

LN b\%
BDO LLP

Stephen Le Bas (Senior Statutory Auditor)
For and on behalf of BDO LLP, Statutory Auditqr

Arcadia House
Maritime Walk
Ocean Village
Southampton
Hampshire
SO14 3TL

Date: <\\© oo ' ,
BDO LLP is a limited liability partnership registered in England and Wales (with registered number OC305127).
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Statement of Comprehensive Income
For the period from 30 March 2019 to 27 March 2020

Turnover
" Cost of sales

. Gross profit

Administrative expénses
Other operating income

Operating profit/(loss)
Interest receivable and similar income

Interest payable and expenses
Fair value of forward currency contracts

“Profiti(loss) béfore tax

Tax on profit/(loss)

&~

Loss for the financial period '

- Note

3

9
9,8

10,

. Tota_i ccmprehensive income for the period

The notes on pages 19 to 38 form part of these financial statements.

+

2020 2019
£000 £000
192,918 190,706
(164,485) . (164,067)
28,433 ' 26,639
(28,069) . (28,983)
91 2

" 455 (2,342)
51 . 56
(506) (364)
823 - (114)
823 (2,764)
(1,442) T (639)
(619)" (3/403)
(619) (3,403)
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NATURES WAY-FOODS LIMITED
Registered number: 02896421 . _

L e ]

Balance Sheet
As at 27 March 2020

2020 2019
Note -~ £000 £000
Fixed assets _ ' '
Tangible Fixed Assets’ ' ' A 12 45351 45574
A 45351 45574
Current assets . _
Stocks o ' 13 4,482 4,559
Debtors more than one year o 14 23 72
Debtors within one year ‘ . ' 14 24166 . 24,954
Cash at bank and in hand _ : 15 7,387 -
36,128 29,585
Creditors: amounts falling due within one year _ - 16 - (42,236) (37,718)
Net current liabilities o - ‘ (6,108) (8,131)
Total assets less current liabilities - ’ 39,243 37,443
Creditors: Amounts Fallipg.Due After More Than One Year 17. ’ - (12,244) (8,747)
Net assets . ‘ : - 26,999 . 28,696
Capital and reserves A
Called up share capital ) . 21 150 - 150
Profit and loss account ' 22 26,849 28,546

26,999 28,696

The financial statements were approved and authorised for issue by the board and were signed on its behalf on 0!/(0 7y

RA Langmead 2_—’ :

Director

Company registration number: 02896421

The notes on bages 30 to 34 form part of these financial statements.
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Statement of Changes in Eduity
For the period from 30 March 2019 to 27 March 2020 -

Called dp Profit and

share capital loss account - Total
. ) . £000 .£000 ~ - £000
' At30 March 2019 " L ... 150 - 28,546 28,696
Comprehensive loss for the périodl » o
_ Loss for the period - . , o - 7 (619) - ' (619)
Total COnipfehensive loss 'for.th'e perio'dl o : : - - (619) - (619)
Dividends: Equity capital _ S Co- T e T (1,100). T (1,100)
Share-based payment charge © . _ - ; 2 T 22
Total transactions with owners — S (1,078) - (1,078)
© At 27 March 2020 o - 150 26,849 26,999

The notes on pages 19 to 38 form part of these financial statements.
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N 1NATIJREs WAY FOODS LIMITED
o ‘

Statement of Changes in Equity
For the period from 30 March 2018 to 29 March 2019

At 30 March 2018

Comprehensive loss for the period
Loss for the period

Total comprehensive loss for the period
Share-based payment

Total transactions with owners -

At 29 March 2019 -

Restated

Called up. . Profit and

share capital loss account Total
£000 £000 £000
150 31,728 31,878

- (3,403) (3,403)

- (3,403) (3,403)

- - 221 221

- 221 . 221

28,696

150 28,546

The notes on pages 19 to 38 form part of these financial 'statemehts.
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NATURE§ WAY FOODS LIMITED

Notes to the Financial Statements _
For the period from 30 March 2019 to 27 March 2020

1. General information.

The company is ‘a private company limited by shares, reglstered in England and Wales and incorporated
in the United ngdom

The address of the registered office is:

Park Farm .
Chichester Road
Selsey . :
Chichester

West Sussex
United Kingdom
P0O20 9HP

The nature of the. companys operataons and its principal activities are set out in the strateglc report on,
pages 2to 7. .

2.  Accounting policies

2.1 Basis of preparatlon of financial statements

The financial statements have been prepared.under the historical cost conventlon unless othervwse
specified within these accounting policies and in accordance with Financial Reporting Standard 102,
the Financial Reporting Standard appllcable in the UK and the Republic of Ireland and the
Compames Act 20086. . .

" The following pr|nC|paI accou‘nting policies have been applied:
2.2 Going concern

The company's business activities together with a description of the financial position of the company,
the principal risk ‘and uncertainties and the factors likely to affect future development, performance
and position are set in the strategic report. The directors have a reasonable expectation that the
company has adequate resources to continue in operational existence for.the foreseeable future.

Having considered the current performance, the net current.liability position and future trading
prospects, the directors consider that there is adequate funding available to be able to meet the
~ company's liabilities as they fall due.- Thus they continue to adopt going concern basis |n preparing
the annual fnanmal statements.

2.3 Disclosure exemptlons

The parent company satisfies the criteria of being a qualifying entity as defined in FRS 102. Its
financial statements are consolidated into the financial statements of Natures Way Foods Europe
Limited which can be obtained from their registered office as detailed in note 27: As such, advantage
has been taken of the following disclosure exemptions avaitable under paragraph 1.12 of FRS 102:

(a) Disclosures in respect of each class of share capital have not been presented;
(b) No cash flow statement has been presented for the company;
(c) Disclosures in respect of financial instruments have not been presented,;

(d) Disclosures in respect of share-based payments have not been presented; ]
(e) No disclosure has been given for the aggregate remuneration of key management personnel; and
(f) No related party transactions with other wholly owned subsidiary undertakings of Natures Way

Foods Europe Limited.
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Notes to the Financial Statements ‘
For the period from 30 March 2019 to 27 March 2020

2,

Accounting policies (continued)

2.4

. 2.5

Revenue

The turnover shown in th'e profit and loss account represents the total amount receivable by the
group- for goods and services provided, excluding Value Added Tax. Revenue is recognlsed at the
point.of delivery, which is when the risk is transferred.

Income tax

Current tax, including UK corporation tax and foreign tax, is provided at amounts expected to be paid
(or recovered) using the tax rates and Iaws that have been enacted or substantively enacted by the
balance sheet date. :

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at
the balance sheet date where transactions or events that result in an obligation to pay more tax in the
future or a right to pay less tax in the future have occurred at the balance sheet date. Timing
differences are differences between the company's taxable profit and its results as stated in the
financial statements that arise from the inclusion of gains and losses in tax assessments in periods
different from those in which they are recognised in the financial statements.

Unrelieved tax losses and other deferred tax assets are recoghised only to the extent that, on the
basis of all available evidence it can be regarded as more likely than not there will be suitable taxable
profits from which the future reversal of the underlying timing differences can be deducted.

Deferred tax liabilities are recognised for timing differences arising from investments in subsidiaries
and associates, except where the company is able to control the reversal of the timing difference and
it is probably that it will not reverse in the foreseeable future. Deferred tax is measured. using the tax
rates and laws that have been enacted or substantively enacted by the balance sheet date that are
expected to apply to the reversal of the timing.difference. In other cases, the measurement of
deferred tax liabilities and assets reflects the tax consequences that would follow from the manner in
which the company expects, at the end of the reporting period, to recover or settle the carrying
amount of its assets and liabilities. : '

‘Where items recognised in other comprehensive income or equity are ehargeable to or deductible for

tax purposes, the resulting current or deferred tax expense.or income is presented in the same
component or comprehensive income or eqwty as the transaction or other event that resulted in the
tax expense or income,

C_urrent tax assets and liabilities are offset 6nly when there is a legally enforceable right to set off the
amounts and the company intends either to settle on a bet basis or to realise the asset and settle the
liability simultaneously. :

' Deferred tax assets and liabilities are offset only if: a) the company has a legally enforceable right to

set off current tax assets against current tax liabilities; and b) the deferred tax assets and deferred
tax liabilities relate to income taxes levied by the same taxation authority on either the same taxable

entity or different taxable entities which intend either to settle current tax liabilities and assets on a net

basis, or to realise the assets and settle the liabilities simultaneously, in each future period in which
significant amounts of deferred tax liabilities or'assets are expected to be settled or recovered.
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Notes to the Financial Statements ‘ :
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2. Accounting policies (continued)

26

2.7

2.8

2.9

Foreign currency

Monetary assets and liabilities denominated in forelgn currencies are translated. into sterlmg at rates
of exchange ruling at the balance sheet date.

Transactions in foreign currencies are translated into sterling at the rate ruling on the date of the

transaction.

Operating leases

Rentals paid under operatlng leases are charged to the Statement of Comprehensuve Income on a

stralght line basis over the Iease term.

Defined contribution plans

"The Company operates a defined contribution plan for its' employees. A defined contribution plan is a
. pension plan under which the Company pays fixed contributions into a separate entity.- Once thé

contributions have been paid the Company has no further payment obligations.

The contributions are recognised as an expense in the Statement of Comprehensive Income when
they fall due. Amounts not paid are shown in accruals as a liability in the Balance Sheet. . - i

Share based payments

The group' operates two management incentive schemes which are structured across a number of
companies within the group and- have a number of specific terms, details of which can be found in

. note 24. There are a number of possible outcomes through which the benefits of the schemes may

bé realised and, depending on the outcome, the scheme will be settled in either. shares or in cash.
The accounting treatment differs depending on whether the scheme is settled in shares or in cash.

2.10 Tangible assets

Tangible fixed assets under the cost model are stated at historical cost less accumulated
depreciation and any accumulated impairment losses. Historical cost inciudes expenditure that is
directly attributable to bringing the asset to the location and condition necessary for it to be capable of
operating in the manner intended by management..

Depreciation -is charged SO as to allocate the cost of assets less their residual value over thelr
stlmated useful lives, using the straight-line method.

The estimated useful lives range as follows:

Leasehold property . - over the term of the lease
Plant and machinery _ - 3 to 10 years straight line
Furniture and fittings - 3 to 10 years straight line

The assets' residual values, useful lives and _depreciation methods are reviewed, and- adjusted
prospectively if appropriate, or if there is an |nd|cat|on of -a significant change since the last reporting
date

Gains and losses on 'disposals are determined by comparing the proceeds with the carrying amount
and are recognised in the Statement of Comprehensive Income.
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Notes to the Financial Statements
For the period from 30 March 2019 to 27 March 2020

- 2. Accounting policies (coﬁtinljed)
2.11 Share capital

Ordinary shares are classified as equity. Equity Instruments are measured at the fair value of the
cash or other resources received or receivable, net of the direct costs of issuing the equity
instruments. If payment is deferred and the time value of money is material, the initial measurements
on a present value basis.

2,12 Impairment gf fixed assets

A review for indicators of impairment is carried out at each reporting date, with the recoverable
amount being estimated where such indicators exist. Where the carrying value exceeds the
recoverable amount, the asset is impaired accordlngly Prior impairments are also reviewed for the
possible reversal at each reporting date.

For the purpose of impairment testing, when it is not possible to estimate the recoverable amount of
an individual asset, an estimate is made of the recoverable amount of the cash-generating unit to
which the asset belongs. The cash-generating unit is the smallest identifiable group of assets that
includes the asset and generates cash inflows that largely mdependent of the cash inflows from  other
assets or group of assets.
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Notes to the Fmanc:al Statements
For the period from 30 March 2019 to 27 March 2020

2,

Accounting policies (continued)
213 Stocks

~ "Stocks are stated at the lower of cost and net realisable value, being the estimated selling price less
. costs to complete and sell. Cost is based on the cost of purchase on a first.in, first out basis. Work

in progress and finished goods include labour and attributable overheads.

At each. balance sheet date, stocks are assessed for impairment. If stock is impaired, the carrying
amount is reduced to its selling price less costs to complete and seII The impairment loss is
recognised |mmed|ately in profit or loss.”

214 Finance leases and hire purchase contracts

Assets held under finance leases and hire purchase contracts ate recognised in the balance sheet as
assets and liahilities at the lower of the fair value of the assets and the present value of the minimum
lease payments, which is determined at the inception of the lease term. Any initial direct costs of the

-lease are added to the amount recognised as an asset.

Lease payments are apportioned between the finance char'ges.and reduction of the outstanding
lease liability using the effective interest method. Finance charges are allocated to each period so as
to produce a constant rate of interest on the remaining balance of the liability.

2.15 Cash and cash eq'uivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty

" on notice of not more than 24 hours. Cash equivalents are highly liquid investments that mature in no

more than three months from the date of acquisition and that are readily convertible to known
amounts of cash with insignificant risk of change in value. :

2.16 Financial instruments

: Fmancnal assets and financial llablhtles are recognised when the group becomes a parny to the
- contractual provisions of the instrument.

Financial liabilities and equity instruments are classified according to th-e substance of the contractual . ‘
arrangements entered into. An equity instrument is any contract that ewdences a residual interest in
the assets of the group after deducting all of its liabilities.
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Notes to the Financial Statements
For the period from 30 March 2019 to 27 March 2020

2, Accounting polictes {continued)

2.17 Financi'al assets and liabilities

All financial assets and liabilities are initially measured at transaction price (including- transaction
costs), except for those financial assets classified as at fair value through profit or loss, which are
initially measured at fair value (which is normally the transaction price excluding transaction costs),
unless the arrangement constitutes a financing transaction. If an arrangement constitutes a finance
transaction, the financial asset or financial liability is measured at the present value of the future
payments discounted at a market rate of interest for a similar debt instrument.

Financial assets and liabilities are only offset in the statement of financial position when, and only
when there exists a legally enforceable right to set off the recognised amounts and the company
intends either to settle on a net basis, or to realise the asset and settle the liability simultaneously.

Debt instruments which meet the following conditions are subsequently measured at amortised cost _
- using the effective interest method:

(a) Returns to the holder are (i) a fixed amount; or (i) a fixed rate of return over the life of the .
instrument; or (iii) a variable return that, throughout the life of the instrument, is equal to a single
referenced quoted or -observable interest rate; or (iv) some combination of such fixed rate and
‘variable rates, providing that both rates are positive.

(b) There is no contractual provision that could, by its terms, result in the holder losing the principal
“amount or any interest attributable to the current period or prior periods.

(c) Contractual provisions that permit the issuer to prepay a debt instrument or permit the holder to
put it back to the issuer before maturity are not contingent on future events, other than to protect the
holder against the credit deterioration of the issuer or a change in control of the issuer, or to protect
" the holder or issuer against changes in relevant taxation or law.

(d) There are no conditional returns or repayment provisions except for the variable rate return
described in (a) and prepayment provisions described in (c)

Debt instruments that are classified as payable or receivable within one year and which meet the
above' conditions are measured at the undiscounted amount of the cash or other consideration
expected to be paid or received, net of impairment.

Other debt instruments not meeting these conditions are measured at fair value through profit or loss.

Commitments to make and receive loans which meet the conditicns mentioned above are measured
at cost (which may be nil) less impairment.

Financial assets are derecognised when and only when a) the contractual rights to the cash flows
. from the financial asset expire or are settled, b) the group transfers to another party substantially all
of the risks and rewards of ownership of the financial asset, or c) the company, despite having
retained some significant risks and rewards of ownership, has transferred control of the asset to
another party and the other party has the practical ability to sell the asset in its entirety to an unrelated
third party and is able to exercise that ablllty unllaterally and without needmg to impose addltlonal.
restrictions on the transfer. .

Financial liabilities are derecognised only when the obligation spemfed in the contract is discharged,
cancelled or expires. ’
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Notes to the Financial Statements o r
For the period from 30 March 2019 to 27 March 2020

2. Accou’nting policies (continued)
_248Dividends o

Dividend distribution to the company's shareholders is recognlsed as a Ilablllty in_the financial
' statements in the reporting period in whlch the dividends are declared S

. Eqmty dividends -are recognised when they become legally payable. Interim equity dividends are
‘recognised when paid. Final equity dividends are recognised when approved by the shareholders at
~ an annual general meeting. ' R

219 Criti(:al accounting judgments and key sources of estimation uncertainty

In the application of the company's accounting policies, which are described in note 2, the directors
are required to make judgments, estimates and assumptions about the carrying amounts of assets -
and liabilities that are not .readily apparent from other sources. The estimates and associated
assumptions are based on historical experience and other factors that are considered to be relevant.
Actual results may differ from these estimates. Ly
The estimates and underlying assumptions are reviewed on an ongoing. basis. Revisions to.
" accounting estimates are recognised in the period in which the estimate is revised if the revision
affects only. that period, or in the penod of the revision and future perlods if the rev15|on affects both
current and future periods. -

v .- - The schemes have been classified as. equity-settled share-based payment arrangements in Natures
- +eewrs ... WAy Foods Limited as the directors have made the judgment thatthe company.receives the services

SRS S e o Tt

from participants but has no obligation to- settle the schemes in cash instead recelvmg a capital 7
contribution through equuty from Natures Way Foods Europe lelted :

_2.20 Key _sources of estimation uncertainty
There are no sources of estimation 'uncer’tainty made by the company that are expected to result in a
material adjustment to the carrying amounts of assets and liabilities within the next financial year. .
3. Turnover

"The turnover is attrlbutable to the one principal activity of the group. An analysis of turnover by the
geographical markets that substantially differ from each other is given below: .

2020 2019

| < - . £000 £000

United Kingdom- - - T S 191,235 188,896
" Rest of Europe ' . o 1,683 1,810

-192,918 190,706
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Notes to the Fi.nancial Statements
For the period from 30 March 2019 to 27 March 2020

4. Profitl(Loss‘) before tax

, Prbfitl(Loss) before tax is stated after charging: -

Depreciation of tangible assets
' Opérafing.lease rentals
Foreign exchange differences’
Research and development cost -
Fair value movement of forward currency contracts
Profit on disposal of assets

5.  Auditors' remuneration

Fees payable to the Compahy's,auditor ahd its éssociates for the audit of
the Company's annual financial statements

2020 2019

£000 £000.
11,645 12,184
3,471 3.912
443 189
262 288
(823) 114
(91) (2)
2020 " 2019
£000 £000
72 72

" Remuneration of the audit is settled by Natures Way Foods Limited on behalf of all the companies in the
Natures Way Foods Europe Limited. £55k (2019: £55k) was attributable to the audit of Natures Way -

Foods Limited.
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. Notes to the Financial Statements
For the period from.30 March 2019 to 27 March 2020

. 6. - Staff costs

Staff costs, including directors' remuneration, were as follows:

2020 - 2019

£000 £000

Wages and salaries 33,176 34,935
Social security costs _ 3,029 . 3354

Other pension costs . - ‘ 1,005 917

37,210 39,206

The average monthly number of employees, including the directors, during the period was as follows:

2020 © 2019

‘ ) No. No.
. Production staff ' . ' . . . 996 962
Administration staff 172 - 226
1,168 1,188
7.- Directors' remuneration
- 2020 - 2019
£000 © £000
Remuneration 1,067 1,539
Company contributions to defined contribution pension schemes 47 33

1,114 1,572

During the period retirement benefits were accrumg to 2 directors (2019 2)i in respect of defined
contrlbutlon pension schemes.

" The hlghest paid dlrector recelved remuneration of £534k (2019 - £652k)
RA Langmead and DW Langmead are remunerated via the ultimate parent compahy, Natures Wa‘y

Foods Europe Limited for which the financial statements are publicly available. It is not feasible to
allocate the share of remuneration for services performed as directors of Natures Way Foods Limited.
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Notes to the Financial Statements
For the period from 30 March 2019 to 27 March 2020

8.

Finance Income

Interest from group undertakings
Gain on financial instruments-

Finance Cost

Interest on finance lease obligations and hire purchase contracts
Interest on bank loans and overdrafts |

Interest to group.undertaking

Loss on financial instriments

2020 2019
£000 £000
51 56
823 -
874 56
2020 2019
£000 £000
(380) (246)
 (125) (105)
(1) (13)
- (114)
(506) (478)
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Notes to the Fmancnal Statements i
For the period from 30 ‘March 2019 to 27 March 2020

10. Taxation

Corporation tax

Current tax on profits for the year
Adjustments in respect of previous periods

Total current tax

_Deferred tax

.

Origination and reversal of timing dlfferences
Changes to tax rates )
Adjustment in respect of prewous perlods

Total deferred tax

Taxation on Profit/(Loss) on ordinary activities

2020 2019

£000 £000
1,405 740
58 10 -
1,463 750
1,463 750
(204) (112)
12 12
71 A1)
@) @11
1442 . 639
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Notes to the Financial Statements :
" For the period from 30 March 2019 to 27 March 2020 -

10. Taxation (centinlied)

Factors affecting tax charge for the period

The tax assessed for the period is higher than (2019 - higher than) the standard rate of corporation tax in
the UK of 19% (2019 - 19%). The differences are explained below: .

2020 2019
£000 £000
ProfiU(loés) on ordinary activities before tax ' : s 823 (2,764)
Profit/(loss) on ordinary activities multiplied by standard rate of corporatioh
tax in the UK of 19% (2019 - 19%) : 156 (525)
Effects of: ' ' ' ’
Expenses not deductible for tax purposes . A A 431' ‘ 533
* Adjustments to tax charge in respect of prior periods . 4 ' 229 (1)
Non-taxable income L (53) -
-Transfer pricing adjustments ' o _ . 741 . 741
- Group relief =~ . (74) (121)
Tax rate change . . 12 12
Total tax charge for'the period s " 1,442 639

Factors that may affect future tax charges

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period
when the asset is realised or the liability settled, base on tax rates that have been enacted or substantively
enacted at the balance sheet date.

In his budget of 8 July 2015, thei Chancellor of the Exchequer announced a reduction in the corporation
tax rate to 19% for the Financial Year. beginning 1 April 2017 and a further reduction to 18% for the
Financial Year beginning 1 April 2020. The Finance Act 2016, which reduced the main rate of corporation
tax to 17% from 1 April 2020 (replacing the 18% rate) was enacted on 15 September 2016.

Subsequently, in his budget on 11 March 2020, the Chancellor of the Exchequer confirmed that the UK
corporation tax rate would not reduce on 1 April 2020 and would remain at 19%. All deferred tax assets
and liabilities have therefore been measured at the deferred tax rate of 19% as this rate is substantially
enacted at the balance sheet date.
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“Notes to the Financial Statements T . . e ‘
For the period from 30 March 2019 to 27 March 2020 ~

11. Dividends

2020 2019

‘ Lo o fo00 £000
Dividends Paid L S 44100 0 -
1,100 L
12, Tangible fixed assets
‘Short-term * . ‘ ~ Assets
‘leasehold : Plant and Fixtures and . under :
. property  machinery - fittings construction "+ Total
"£000 ’ £000 £000 £000 £000
Cost or valuation ‘ . 4
At 30 March 2019 - .. 15,030 + 93,089 10,043 4,865 . 123,027 . -
Additions ‘ 707 6,616 . 706 3,537 11,566
Assets under constructlon : . ' ' .
e e complete - .. _ ] e 364 801 ] 28 (4, 855) =
’ " Disposals " o . - s, 542) T (472)? I, 014) =
At 27 March 2020 15,773 - 97,964 10,305 - 3,537 . . 127,579
.Depreciation * R . : , .
At 30 March 2019 . 9,731 60,884 6,838 - 77,453
Charge for the period on . ) ) . .
owned assets ‘ 765 9,361 . " 1,519 - 11,645
Disposals : B - . (6,840) (30) - - (6,870)
At27 March 2’02q - 10,496 63,405 ' 8,327 .. 7 82,228
Net book value .
At 27 March 2020 - 5277 34,559 1,978 3,537 - 45,351
.At 29 March 2019 o 5,299 32,205 3,205 4865 . . 45,574

All lease hold property is Héld under short Iea‘ses, defined as less than 50 years.

£
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Notes to the Financial Statements
For the period from 30 March 2019.to 27 March 2020

12. Tangible fixed asséts (continued)

The net book value of assets held under finance leases or hire purchase contracts, included above, are

as follows:
2020 2019
£000 £000
Plant and Machinery ' ' o o - ' 19,205 10,548 .
13. Stocks
. 2020 2019
‘ £000 £000
Raw materials and consumablves : ' o 4,228 4,168
Finished goods and goods for resale : 254 391
4,482

. 4,559
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For the period from 30 March 2018 to 27 Marqh 2020 .

14. .Debtors: o ' ' - ' MR
o . | | o - 2020 2019
- _ : , o . © £000 £000
Due after more than one year ‘ - : . o
. Deferred tax asset - . S o - 93 72
a3 © 72
2020 2019
. ‘ | - £000 £000
Due within one year L o ~ N ‘
Trade debtors o . S . . T " 18587 19,402
Amounts owed by group undertakings . : 1,889 ° 2,014
" Other debtors - - C . .. 1,349 1,879
Prepayments and accrued income o o o , 1,620 1,659
Derivatives (FX contracts) : . o o : 721 -
24,166 24,954
—_——— St = P e i T B ‘: = ".’ ".‘I "*_j_'t‘.‘ '—.lv-'-‘.. e R s =

Amouhts:owed by group urjdenakings are repayable on demAand, with interest payable at a rate of LIBOR

+2%.
15. _Cash and cash equivalents
2020 2019
. ) ~£000 £000 -
Cash at bank and in hand ) 4 o . | 7,387 -
e : 7,387 i
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For the penod from 30 March.2019 to 27 March 2020

16.

A7.

Creditors: Amounts falling due within one year

2019 -
2020 restated
“£000 £000
Bank loans and overdrafts . ‘ . 5,000 4863
Trade creditors - : _ ) 13,434 17,285
Amounts owed to group undertakings . C . 229 238
Corporation tax ' - 814 32
" Other taxation and social security o - ' 1,525 798
Asset Finance Leases ' ' ' 6,188 5,236
_ Other creditors =~ - 2,500 121
Accruals and deferred income _ a o o 12,546 9,041
Financial instruments : ' - 102
42,236 37,716

Amounts owed to group undertakmgs are repayable on démand, with interest payable at a rate of LIBOR

" 4+2%.

Creditors: Amounts falling due after more than one year ‘

2019
2020 - restated -
£000 £000
Asset finance leases 12,167 8,747
Other creditors 77 -
8,747

12,244
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‘Notes to the Financial Statements

For the period from 30 March 2019 to 27 March 2020 .

18.

19.

20.

Loans

‘Mat'u!'ity of debt

Due within one
year o

~ Due 2-5 years

2020

1

2020 2020 ° 2019 2019 2020

' £000 £000
£000 ~ Asset - £000 £000 Asset £000
‘Loan Finance . Total . . Loan Finance " "Total
5,00'0 6,188 11,188 - 4,863 5,236 | 10,099
- 12,167 12,167 - . 8,747 8,747
5,000 18,355 23,355 * 4,863 13,983 18,846

The asset finance leases are secured against the relevant plant and machinery assets concerned. The

bank loah is secured against a debenture across the assets of the company and an intercompany
- guarantee with fellow subsidiary undertakings. .

Financial instruments

3 Fmanclal asset = e e g

-

Financial assets measured at fair value through profit or loss

Financial liabilities -

Derlvatlve financial instruments measured at fair vaIue through proflt or loss
held as partof a tradmg portfollo

Deferred taxation

.

-At'beginning of year
Charged to profit or loss

At end of yéar

2019
£000 £000
721 ]
; (102)
2020’ 2019
© £000 £000
' '
(72) 39
(21) iy
(93) .- (72)

1

The fair values are calculated using valuation models based on observable market data.
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Notes to the Financial Statements
For the period from 30 March 2019 to 27 March 2020

20. Deferred taxation (contiﬁued)

The deferred tax asset is made up as follows:

2020 2019
£000 £000
Fixed asset tirﬁing difference : 225 . (34)
Short term timing difference (305) (24)
~ Non trading timing difference ] (13) (14)
At end of period ' o ©(93) (72)
21. Called up share capital '

2020. - 2019
£000 £000

lssued called up and fully paid . : : :
15,000,000 (2019 - 15,000,000) Ordinary shares shares of £0 01 each 150 150

22. Reserves
Profit and Ioss account
This reserve records retain “earnings and accumulated losses, net of d1v1dends paid and other

adjustments.

23. Operating Lease commitments

2020 - 2019
£000 £000

The total future minimum Iease payments under non-cancellable

operating leases are as follows:

Not later than 1 year . - 3,283 3,874
Later than 1 year and not later than 5 years ‘ 11,5683 11,671
- Laterthan 5 yeafs o ) ) . 50,148 - 52,773
64,984 68,318
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24,

Share based payments

The group operates two management incentive schemes for directors and certain senior management,

being:

- the Natures Way Foods Europe Limited share scheme ("NWFE share scheme") commencing in
December 2012; and

- the Natures Way Foods Investment Company Limited share scheme ("NWFIC share scheme“)
commencing in August 2018. .

. Under the schemes, Natures Way Foods Europe Limited or Natures Way. Foods Investment Company

Limited issue “D” shares or “E” shares to participants of the NWFE share scheme and NWFIC share -

scheme respectively. The entitlement of shareholders to voting rights and to receive dividends are stated
in the Articles of Association of Natures Way Foods Europe Limited and Natures Way Foods Investment
Company Limited. _ . . !

The shares generate benefit to the participants through realisation of one of a number of the defined '

'vesting events and the receiving of the benefit is contingent on meeting the imposed performance

conditions, being the achievement of a pre-determined hurdle valuation and continued employment of the
participant. Both the vesting events and performance conditions are defined in the Articles of Association -
of Natures Way Foods Europe Limited and Natures Way Foods Investment Company Limited for the
NWFE share scheme and NWFIC share scheme respectlvely

' Based on the terms above and the specific circumstances, the group considers these schemes to

represent cash-settled share-based payment arrangements at a group level, as the most probable
settlement of the scheme is through a share buyback and therefore eventual pay—out will be made
through a cash settlement. . :

At a company level, Natures Way Foods Europe Limited carries the obligation to settle both schemes but.
does not receive the services from the participants, which are instead received by Natures Way Foods
Limited as the legal employer of the participants. On this basis, the schemes are considered to be cash-
settled share-based payment arrangements to Natures Way Foods Europe Limited and equity-settled
share-based payment arrangements to Natures Way Foods Limited.

There were a total of 4.5k shares and 1,083k shares outstanding in respect of the NWFE and NWFIC
schemes respectively, each of which carried a fair value of between 7.5p and £15, averaging at 27p. The
aggregate fair value of all outstanding.shares in these schemes was therefore £243k. This fair value was
determined using a pricing model taking into account certain performance conditions.

In the current year an expense of £22k (2019 £221k) was recognised with an associated increase to
equity being equivalent to a capital contribution from the parent which takes on the obligation to settle
these schemes. A
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26.
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Related party transactions‘

. During the period the company paid DW Langmead a dlrector of the company, for goods and services

amounting to £1 ,822k (2019: £998Kk).

During the period the company paid for goods and services amounting to £2,000k (2019: £2,000k) to
Landlink Estates Limited (previously Langmead Estates Limited) a company controlled by DW

’Langmead a dlrector of the company.

During the period the company pald for goods and services amountlng to £3,030k (2019: £3,035k) to
Kingsbridge Estates Limited, a company controlled by RA Langmead, a director of the company. Durmg
the period the company recharged costs of £3k (2019: £6k) to Kingsbridge Estates Limited.

During the period the company sold goods and recharged costs amounting to £6k (2019: £6k) and paid
for goods and services which in total were £2,646k (2019: £2,952k) from companies owned or partly
owned by DW Langmead, a director of the company. At the end of the period Natures Way Foods
Limited owed these companies £336k (2019: £670k) and was owed £7k (2019: £2k) by them.

During the period the company paid for goods and services amountlng to £1,397k (2019: £1,728k) from
Sun Salads Limited, a 90% subsidiary of Natures Way Investment Company Limited (NWFIC). The
company also sold goods to Sun Salads Limited at a value of £96k (2019: £779k) and charged interest of
£9k (2019: £9k) during the period. At the end of the period Natures Way Foods lelted (NWF) owed Sun
Salads Limited £110k (2019 £152k) and was owed £462k (2019: £424K). ‘

During the period the company charged Sun Salads Espana S.L a 100% subsidiary of Sun Salads
Limited interest of £43k (2019: £47k). At the end of the period NWF owed £11k (2019: £nil) and was
owed £1,368k (2019: £1,557k).

At the end of the period Natures Way Foods Europe Limited (NWFE) owed the company £59k (2019:

£nil) and was owed by the cqmpany'£96k (£2019: £86K).

Directors loans outstanding at the end of the period £221k (2019: £nil).

Post balahce sheet events

There were no events since the reporting date which require adjustment or disclosure.

‘Controlling party

The company is a 100% subsidiary of Natures Way Foods Investment Company Limited. The Company's
ultimate parent company is Natures Way Foods Europe Limited. All entities are domiciled in the United
Kingdom and registered in England and Wales. The registered office of the company's ultimate parent
company is Park Farm, Chichester Road, Selsey, .West Sussex, United Kingdom, PO20 9HP. The
ultimate controlling parties are DW Langmead and RA Langmead by virtue of their shareholdlng in
Natures Way Foods Europe Limited. -

The smallest and largest group of undertakings for which group fi fﬁanmal statements have been drawn up
is that headed by Natures Way Foods Europe Limited. Copies of the group financial statements can be
obta:ned from Companles House. : _ .
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