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NEW FORESTS COMPANY MOZAMBIQUE UK LIMITED
DIRECTORS' REPORT
PERIOD ENDED 30 JUNE 2011
The directors present therr report and the financial statements for the period ended 30 June 2011
PRINCIPAL ACTIVITY
The prnincipal activity of the company duning the pernod was investment holding

REVIEW OF THE BUSINESS

The company changed its year end to 30 June dunng the penod to be consistent with the other group
companies, which changed in order to align themselves better with forestry growth patterns

During the pernod, the company sold its assets and labilties, including the investment in the subsidiary
company, to a related company Details of this transaction can be found in note 5 Since that date the company
has been collecting its remaining debts and settling habilittes It 1s not anticipated that the company will trade for
the foreseeable future

DIRECTORS

The directors who served durnng the period were

R HF Devereux

J R Aisbitt (Charrman)
R J Carlier (Resigned 11 May 2010}
J M M Ozanne

FINANCIAL INSTRUMENTS

Details of the Company’s financial sk management policies and its exposure tc market risk, foreign currency
nisk, hguidity risk and credit nsk are contained in Note 16 to the Annual Financial Statements

PRINCIPAL RISKS AND UNCERTAINTIES

The directors consider that there are no longer any principal nsks and uncertainties as the company ceased its
activity

PROVISION OF INFORMATION TO AUDITOR
So far as each of the directors 1s aware at the time the report 1s approved
¢ there 1s no relevant audit information of which the company's auditor 1s unaware, and

e the directors have taken ali steps that they ought to have taken to make themselves aware of any relevant
audit information and to establish that the auditor 1s aware of that information

as approved by the board on 157 { 1L and signed on its behalf
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NEW FORESTS COMPANY MOZAMBIQUE UK LIMITED
STATEMENT OF DIRECTORS'’ RESPONSIBILITIES

The directors are responsible for preparing the directors’ report and the financial 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 International Financial Reporting
Standards as adopted by the European Umon Under company law the directors must not approve the financial
stalements 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 perniod

In preparing these financial statements the directors are required to

« select suitable accounting polictes and then apply them consistently,

e make Judgments and accounting estimates that are reasonable and prudent,

» state whether the financial statements have been prepared in accordance with IFRSs as adopted by the
European Umon, and

* prepare the financial statements on the going concern basis unless it 1s inappropnate 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, to 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 safequarding the assets of the company and hence for taking reasonable steps for the prevention
and detection of fraud and other irregulanties
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF
NEW FORESTS COMPANY MOZAMBIQUE UK LIMITED

We have audited the financial statements of New Forests Company Mozambique UK Limited for the period
ended 30 June 2011 which comprise the statement of comprehensive income, the statement of financial
position, the statement of cash flows, the statement of changes in equity and the related notes The financial
reporting framewerk that has been applied in their preparation 1s applicable law and International Fmancial
Reporting Standards (IFRSs) as adopted by the European Union

This report 1s made solely to the company's members, as a body, 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 auditor's report and for no other purpose To the fullest
extent permitted by law, we do not accept or assume responsibility to anyene other than the company and the
company's members as a body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditor

As explained more fully In the statement of directors’ responsibilities, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and far view Our
responsibility 1s to audit and express an opinion on the financial statements In accordance with applicable law
and International Standards on Auditing (UK and Ireland) Those standards require us to comply with the
Auditing Practices Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit iInvolves obtaining evidence about the amounts and disclosures in the financial statements sufficient to
give reascnable assurance that the financial statements are free from matenal misstatement, whether caused
by fraud or errer This includes an assessment of whether the accounting policies are appropnate to the
company's circumstances and have been consistently applied and adequately disclosed, the reasonableness of
significant accounting estimates made by the directors, and the overall presentation of the financial statements
in addition, we read all the financiat and non-financial information in the annual report to identify matenal
inconsistencies with the audited financial statements If we become aware of any apparent matenal
misstatements or inconsistencies we consider the iImplications for our report

Opinion on financial statements

In our opinion, the financiat statements,

. give a true and farr view of the state of the company's affarrs as at 30 June 2011 and of its loss for the
period then ended,

have been properly prepared in accordance with IFRSs as adopted by the European Union, and
have been prepared in accordance with the requirements of the Companies Act 2006
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF
NEW FORESTS COMPANY MOZAMBIQUE UK LIMITED

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the directors’ report for the financial penod for which the financial
statements are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us
to report to you if, in cur opinion
« adequate accounting records have not been kept by the company, or returns adequate for our
audit have not been received from branches not visited by us, or
« the company 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
¢« we have not receved all the information and explanations we reguire for our audit

PrE (o) u—@
Robert Hawkins (Senior statutory auditor)

for and on behalf of PKF (UK) LLP, Statutory auditor

London, UK
Date 23 Sebluney 2ot
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NEW FORESTS COMPANY MOZAMBIQUE UK LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE PERIOD ENDED 30 JUNE 2011

Discontinued operations
Revenue

Gross profit

Administrative expenses
Operating loss
Net financial expenses

Exceptional item
Loss on sale of assets and labilities

Loss before tax
Income tax expense

Loss for the period

Other comprehensive iIncome

Exchange differences on translating foreign
operations

Income tax relating to other comprehensive income

Other comprehensive income for the period, net
of tax

Total comprehensive income for the period

The notes on pages 10 to 20 form part of these financial statements

Note

Page 6

18 Months
ended
30 June 2011
US Dollars
350,000

350,000

(1,064,273)
(714,273)
(565,020)

{2,002,950)

(3,282,243)

(3,282,243)

21,165

21,165

(3,261,078)

Year ended
31 December
2009
US Dollars

320,000

320,000

(1,219,184)
(899,184)

(52,164)

(951,348)

(951,348)

(93,075)

(93,075)

(1,044,423)



Company Reg No. 5838645
NEW FORESTS COMPANY MOZAMBIQUE UK LIMITED
STATEMENT OF FINANCIAL POSITION
30 JUNE 2011

At 30 June At 31 December
2011 2009
US Dollars US Dollars
Note
Assets
Non-current assets
Investments 8 - 2,066,803
- 2,066,803
Current assets
Trade and other receivables 9 74,009 917,246
Cash and cash equivalents 10 9,786 1,333
83,795 918,579
Total assets 83,795 2,985,382
Equity and hiabilities
Equity attributable to equity holders of the company
1ssued capital 1 126,082 112,491
Share premium 4,809,191 1,822,782
Reserves (187,275) (208,440}
Retained earnmngs (4,745,786) (1,463,543)
Total equity 2,212 263,290
Current Liabihities
Interest bearing loans and borrowings 14 - 1,000,000
Trade and other payables 13 81,583 1,722,092
Total habilities 81,583 2,722,092
Total equity and habilities 83,795 2,985,382

The financial statements were approved and authorised for 1ssue by the board of directors and were signed on
its behalf on <" Y

anty 2ot

<L A

AL

JMM OZanne

The notes on pages 10 to 20 form part of these financial statements
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NEW FORESTS COMPANY MOZAMBIQUE UK LIMITED
STATEMENT OF CASH FLOWS
FOR THE PERIOD ENDED 30 JUNE 2011

Note

Cash flows from operating activities

Loss before tax
Adjustments for

Interest paid

Change in net working capital

Loss on disposal

Net cash outflow from operating activities

Interest paid

Net cash flow from operating activities

Cash flows from investing activities

Loan to subsidiary
Investment in subsidiary

Net cash outflow from investing activities

Cash flows from financing activities
Proceeds from disposal of investments
Proceeds from the ssue of share capital
Proceeds of borrowings from parent

Net cash inflow from financing activities

Net increase/(decrease) in cash and cash equivalents

Movement in cash and cash equivalents
Cash and cash equivalents at 1 January 2009 10

Movement in period

Cash and cash equivalents at 30 June 2011 10

The notes on pages 10 to 20 form part of these financial statements
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18 Months ended
30 June
2011
US Dollars
(3,282,243)

565,020
(458,320)

2,002,950
{1,172,593)
(8,550)

(1,181,143)

(1,241,879)
(2,488,533)

(3,730,412)

1
3,000,000
1,920,007

4,920,008

8,453

1,333
8,453

9,786

Year ended
31 December
2009
US Dollars

(951,348)

52,164
(480,887)

(1,380,071)
(52,164)

(1,432,235)

(682,144)

(682,144)

2,028,282

2,028,282
(86,097)

87.430
(86,097)

1,333



US Dollars

US Dollars
Balance at 1 January
2009

Changes 1n equity for
2009

Loss for the year
Exchange differences
on translating foreign
operations

Total comprehensive
income for the year

Balance at 31
December 2009

Changes in equity
Loss for the period
Exchange differences
on translating foreign
operations

Total comprehensive
income for the penod
Shares 1ssued

Balance at 30 June
2011

NEW FORESTS COMPANY MOZAMBIQUE UK LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE PERIOD ENDED 30 JUNE 2011

Share capital Share
stock premium
112,491 1,822,782
112,491 1,822,782
13,591 2,986,409
126,082 4,809,191

Retained
earnings

(512,195)

(951,348)

(951,348)

(1,463,543)

(3,282,243)

(3,282,243)

(4,745,786)

The notes on pages 10 to 20 form part of these financial statements
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Translation
differences

(115,365)

(93,075)
(93,075)

(208,440)

21,165

21,165

(187,275)

Total equity

1,307,713

(951,348)

(93,075)

(1,044,423)

263,290

(3,282,243)

21,185

(3.261,078)

3,000,000

2,212



NEW FORESTS COMPANY MOZAMBIQUE UK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 JUNE 2011

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

New Forests Company Mozambique UK Limited (the “Company™) 1s a company domiciled in England and
Wales

Basis of preparation

These financial statements have been prepared In accordance with IFRS as adopted by the European
Union, and with those parts of the Companies Act 2006 applicable to companies reporuing under IFRS The
financial statements have not been prepared on a going concern basis on the grounds that the company
sold its iInvestments, assets and liabilities dunng the period and then ceased to trade

The preparation of financial statements in conformity with IFRS requires management to make judgements,
estimates and assumptions that affect the application of policies and reported amounts in the financial
statements There are no areas involving a higher degree of judgement or complexity, or areas where
assumptions or estimates are significant to the financial statements

] Standards 1ssued and applied for the first time in 2011

All standards and Interpretations that became effective since 1 January 2010 are not relevant to the
company’'s operations

() Standards i1ssued but not yet effective

No standards have been 1ssued but that are not yet effective which are relevant to the company's
operations

Accounting policies
{a) Foreign currency
() Functional and presentation currency

The company maintains its accounting records In the currency used In the pnmary economic
environment in which it operates This i1s known as the functional currency

The functional currency of the company 1s Bntish Sterling The closing rate for translating
Brntish Sterling to US Dollars was 1 6018 {2009 1 5928) The average exchange rate during
the period was 1 5691 (2009 1 56593)

These financial statements are presented in US Dollars The Directors believe that this 1s the
recognised industry-wide currency

Page 10




2

NEW FORESTS COMPANY MOZAMBIQUE UK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 JUNE 2011

Accounting policies {continued)

{(a)

{b)

()

Foreign currency (continued)
(i} Transactions and balance sheet items in a foreign currency

Foreign currency transactions are transactions denominated In a currency other than the
enbty’s functional currency Transactions in foreign currencies are translated to a functional
currency at the average exchange rate prevailing dunng the pertod Monetary assets and
habiities denominated In foreign currencies at the balance sheet date are translated at the
foreign exchange rate ruling at that date Foreign exchange differences arising on translation
are recognised in the tncome statement Non-monetary assets and habities that are
measured in terms of historical cost in a foreign currency are translated using the exchange
rate at the date of the transaction Non-monetary assets and labilities denominated in foretgn
currencies that are stated at far value are translated at foreign exchange rates ruling at the
dates the fair value was determined

Investments
Investments in subsidiaries are valued at cost less provisions for therr impairment
Financial instruments

The company classifies financial instruments, or their component parts on inittal recognition as a
financial asset, a financial habihity or an equity investment in accordance with the substance of the
contractual arrangement

Financial instruments are recognised on trade date when the company becomes a party to the
contractual provisions of the instrument Financial instruments are recognised intially at fair value
plus transactions costs that are directly attrbutable to the acquisition or 1ssue of the financial
mstrument, except for financial assets at fair value through profit or loss, which are mnitally
measured at fair value, excluding transaction costs

Financial instruments are derecognised on trade date when the company 1s no longer a party to the
contractual previsions of the instrument

() Trade and other receivables

Trade and other recetvables are stated at their onginal invoiced value, as the interest that
would be recognised from discounting future cash receipts over the short credit period 1s not
considered to be matenal Trade receivables are reduced by appropnate allowances for
estimated irrecoverable amounts Interest on overdue trade recewvables 1s recognised as it
accrues

(n} Cash and cash equivalents
Cash equivalents compnse shont-term, tughly hiquid invesiments that are readilly convertible
into known amounts of cash and which are subject to an msignificant nsk of changes in value
An investment with a maturity of three months or less 1s normally classified as being short-
term

(m) Trade and other payables
Trade and other payables are stated at their onginal invoiced value, as the interest that would

be recognised from discounting future cash payments over the short payment period i1s not
considered to be matenal
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NEW FORESTS COMPANY MOZAMBIQUE UK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 JUNE 2011

2 Accounting policies (continued)

(c)

(d)

(e)

f

Financial instruments (continued)
(v} Interest-bearing borrowings

Interest-bearing borrowings are stated at amortised cost using the effective interest method
The effective interest method 1s a method of calculating the amortised cost of a financial
hability and of allocating interest expense over the relevant period The effective interest rate i1s
the rate that exactly discounts estimated future cash payments through the expected life of the
financial hability

Impairment

The company assesses annually whether there 1s any indication that any of its assets have been
mpared If such indication exists, the asset's recoverable amount 1s estmated and compared to its
carrying value

An impairment loss 1s recognised whenever the carrying amount of an asset or Its cash-generating
unit exceeds its recoverable amount Impairment losses are recogmised In the statement of
comprehensive income

Net financing costs

Interest Income 15 recognised In the income statement as it accrues, using the effective interest
method Divdend income 1s recognised In the income statement on the date the entty’s night to
receive payments I1s established

Interest payable 1s recognised in the income statement as 1t accrues using the effective interest
method

Taxation

Income tax for the period 1s based on the taxable income for the penod Taxable income differs
from profit as reported in the statement of comprehensive income for the penod as there are some
items which may never be taxable or deductible for tax and other tems which may be deductible
or taxable in other periods Income tax for the pencd 1s calculated using the current ruhng tax rate

Deferred tax 1s the future tax consequences of temporary differences between the carrying
amounts and tax bases of assets and habiities shown on the statement of financial position
Deferred tax assets and labilities are not recognised if they anse in the following situations the
iniial recognition of goodwill, or the initial recogniion of assets and labilities that affect nerther
accounting nor taxable profit The amount of deferred tax provided 15 based on the expected
manner of recovery or settlement of the carrying amount of assets and labilities, using tax rates
enacted or substantially enacted at the statement of financial position date

The company does not recognise deferred tax habilities, or deferred tax assets, on temporary
differences associated with investments in subsidianes, joint ventures and associates where the
parent company s able to control of the iming of the reversal of the temporary differences and it 1s
not considered probable that the temporary differences will reverse in the foreseeable future A
deferred tax asset 1s recognised only to the extent that it 1s probable that future taxable profits will
be available against which the asset can be utiised The carrying amount of the deferred tax
assets are reviewed at each statement of financial position date and reduced to the extent that it 1s
no longer probable that sufficient taxable profit will be available to allow all or part of the asset to be
recovered
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NEW FORESTS COMPANY MOZAMBIQUE UK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 JUNE 2011
Accounting policies {(continued)

{g) Revenue

Revenue from services rendered 1s recognised in the income statement in proportion to the stage
of completion of the transaction at the balance sheet date The stage of completion 1s assessed
by reference to services performed to date as a percentage of total services to be performed

Operating loss

Operating loss for the penod 1s stated after the following
18 Months ended

30 June 2011
US Dollars
Fees payable to the company’s auditor for the audst of the
company's annual financtal statements 3,551
The audit fee will be settled by the ultimate parent
company
No director received any remuneration in either period
Revenue
18 months
ended 30
June 2011
US Dollars
The company's revenue comprises
Management fees 350,000
Disposal of assets and hiabilities
18 months
ended 30 June
201
US Dollars
Loss of sale of assets and liabilites 2,002,950

Year ended 31

December 2009

Us Dollars

17,789

Year ended
31 December
2009

US Dollars

320,000

Year ended
31 December
2009

US Dollars

During the period, the company entered into an agreement to sell its assets and liabilities to a fellow group
company, New Forests Company Mozambique Mauritius The value of the assets and habilties sold are set

out below
UsS Dollars
Lean due from New Forests Company Malonda (SA) Limited 2,129,239
Investments in New Forests Company Malonda (SA) Limited 4,555,336
Loan due to New Forests Company Holdings Limited (4,146,319)
Accruals {535,305)
2,002,951
Proceeds )]
Loss on disposal 2,002,950

The sale was completed on 1 June 2011, although the legal transfer of the shares remains incomplete due

to delays in the legal process iIn Mozambique
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NEW FORESTS COMPANY MOZAMBIQUE UK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 JUNE 2011

Financing costs

Interest expense on Interest bearing loans and borrowings

Income tax expense

Reconciliation of effective tax rate

Loss before tax

Tax calculated at a tax rate of 27 67% (2009 28%)
Non-deductible expenses
Deferred tax asset not provided

Investments

US Dollars

Cost

At 1 January 2009

Additions

Foreign exchange movement

At 1 January 2010

Additions
Disposals

At 30 June 2011

18 Months

ended 30
June 2011
US Dollars

565,020

18 months
ended 30 June
2011

US Dcllars

(3.282,243)

(908,197)
554,216
353,981

Year ended
31 December
2009

US Dollars

52,164

Year ended
31 December
2009

US Dollars

(951,348)

(266,377)

266,377

Shares in
subsidiary
undertaking

1,384,659
688,037
(5.893)

2,066,803

2,488,533
(4,555,336)

New Forests Company (Malonda SA) Limited, a company incorporated in Mozambique, was sold to New
Forests Company (Mozambique) Mauritius as part of the sale of the assets and liabilities
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NEW FORESTS COMPANY MOZAMBIQUE UK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 JUNE 2011

Trade and other receivables

Amounts owed by group undertakings
Other receivables

Cash and cash equivalents

Bank balances

Cash and cash equivalents in
the statement of cash flows

Issued capital

Authonsed
10,000,000 ordinary shares of British Sterling £0 01 each

Issued
8,020,070 ordinary shares of Bntish Sterling £0 01 each

Reconcilation of the number of shares outstanding
Opening balance
Shares 1ssued

Closing balance

Fully paid 1ssued share capital

At 30 At 31 December
June 2011 2009
US Dollars Us Dollars

7,933 895,293

66,076 21,953
74,009 917,246

At 30 At 31 December
June 2011 2009
US Dollars US Dollars

9,736 1,333

9,786 1,333

2011 2009

Number Number of
of shares shares
10,000,000 10,000,000
6,483,468 5,626,325
5,626,325 5,626,325
857,143 -
6,483,468 5,626,325
6,483,468 5,626,325

All fully paid up shares have a par value of £0 01 and entille the holder to one vote and equal nghts to

dwvidends declared

During the year, 8§57,143 ordinary shares with a nominal value of Bntish Sterling £8,571 were issued for

cash of US Dollars 3,000,000
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NEW FORESTS COMPANY MOZAMBLIQUE UK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 JUNE 2011

Deferred Tax

Tax losses incurred are rrecoverable due to the company ceasing its activity

Trade and other payables

At 30 At 31

June 2011 December

2009

US Dollars US Dollars

Amounts owed to group undertakings 81,583 1,307,895
Other payables - 414 197
81,583 1,722,092

Interest-bearing loans and borrowings

This note provides information about the contractual terms of the company's interest-bearnng loans and
borrowings For more information about the company’s exposure to interest rate see note 16

2011 2009
US Dollars US Dollars

Current liabilities
Unsecured loans - 1,000,000

- 1,000,000

On 15 December 2009, the company entered into an agreement with New Forests Company Holdings
Limited to borrow US Dollars 1,000,000 for a 12 month term at an interest rate of 20% per annum This
loan was transferred as part of the transfer of trade to Mauntius

Related parties

Transactions with subsidiary companies 2011 2009

US Dollars US Dollars
Ameount due from subsidiary company - 895,293
Amount due from fellow subsidiary 7,933 -
Amount owed to parent company 81,583 2,307,895

Amounts owed to and by related parties are unsecured, and have no fixed terms of repayment
The balances will be settled 1n cash No guarantees have been given or received No provisions
for doubtful debts have been raised against amounts outstanding, and no expense has been
recogmised during the period in respect of bad or doubtful debts due from related parties

There was no remuneration paid to directors or key management personnel during the penod

Directors of the company control 0 89% of the voling shares of the company
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NEW FORESTS COMPANY MOZAMBIQUE UK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 JUNE 2011
Financial instruments and financial risk management

Fatr value of financial instruments

The table below provides a companson, by category, of the carrying amounts and the fair values of the
Group's non-derivative financial assets and labiiies at 30 June 2011

2011
Cash, loans and
receivables  Carrying amount Fair value
US Dollars
Financial assets
Cash and cash equivalents 9,786 9,786 9,786
Other current assets 74,009 74,009 74,009
83,795 83,795 83,795
Financial
habilities
measured at
US Dollars amortised cost  Carrying amount Fair value
Financial liabilities
Other payables 81,583 81,583 81,583
81,583 81,583 81,583
2009
Cash, loans and
receivables Carrying amount  Fair value
Us Dolilars
Financial assets
Cash and cash equivalents 1,333 1,333 1,333
Other current assets 917,246 895,293 895,293
918,579 918,579 918,579
Financial
habilities
measured at
US Dollars amortised cost Carrying amount  Fair value
Financial habilities
Other payables 1,722,092 1,722,092 1,722,092
Current borrowings 1,000,000 1,000,000 1,000,000
2,722,092 2,722,092 2,722,092

It 1s the directors opinion that the carrying value of other current assets and trade and other payables
approximate there farr value
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NEW FORESTS COMPANY MOZAMBIQUE UK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 JUNE 2011

Financial instruments (continued)

Financial nsk management strategies

The company 1s exposed to a vanety of financial nsks A nsk management programme has been
established to protect the company aganst the potentiai adverse effects of these finanmal nsks The
exposure to financial nsks was considerably reduced during the penod due to the sale of the assets and
llabihlies as described in note 5

a)

Market nsk

Market risk 1s the risk that the fair value or future cash flows of financial instruments will fluctuate
because of changes in market prices The company 15 exposed to the following market rnisks
interest rate nisk and foreign currency nisk

Interest rate risk

Interest rate nisk I1s the risk that the value of a financial instrument or cash flows associated with
the instrument will fluctuate due to changes in market interest rates Interest rate risk arises from
Interest bearing financial assets and liabilities that we use Interest bearng assets comprise
trade receivables, other financial assets at fair value through profit or loss, and cash and cash
equivalents which are considered to be short-term hquid assets Qur interest rate hability risk
anses primarilly from borrowings i1ssued at floating interest rates which exposes the company to
cash flow interest rate nsk It1s the company's policy to settle trade payables within in the credit
terms allowed and the company does therefore not incur interest on overdue balances
Borrowings are sourced from both local and foreign financial markets, covenng short and long-
term funding

There would be no matenal effect on post-tax profit and components of equity had the interest
rate weakened or strengthened by 10% of the actual rate with all other vanables held constant

Foreign currency risk

Foreign currency risk refers to the nisk that the value of a financial commitment or recognised
asset or habiity will fluctuate due to changes in foreign currency rates The company 1s exposed
to foreign currency risk as a result of future transactions denominated in functional currencies of
the company as set out in Ncte 2 (a)

in accordance with its nsk management policy, management monitor the effect of movements in
foreign currency rates and the impact on future transactions as part of the company internal
reporting process In the event that management consider that the company s exposed to foreign
currency risk at an unacceptable level, then the company would consider the use of forward
exchange contracts
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NEW FORESTS COMPANY MOZAMBIQUE UK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 JUNE 2011

16 Financial Instruments {continued)

Market risk {continued)

b)

Foreign currency risk sensitivity analysis

The table below summarises the effect on post-tax profit and components of equity had the
funchonai currencies of the company weakened by 10% against the presentational currency (US
dollars), with all other vanables held constant If the functional currenctes of the
company strengthened against the presentational currency (US doliars), the effect would have
been the opposite

Company 2011 2009
US Dollars US Dollars

Effect on profit (decrease)/increase - 95,135
Effect on equity components (decrease)/increase - (269,914)
- (174,779)

The mpact of a change of 10% has been selected as this has been considered reasonable
given the current level of exchange rates and the volatility observed both on a histornical hasis
and market expectations for future movement

Liquidity nisk
The company maintains sufficient cash resources based upon cashflow forecasts which are
regularly reviewed by management to ensure that sufficient cash reserves are held to meet

future working capital requirements, and to take advantage of business opportunities

Contractual matunity analysis for financial habilities

Due Due Due
Due or due between between 3 between 1 Total
in less than 1to3 months to to5 Due after 5 carrying
At 30 June 2011 1 month months 1 year years years amount
US Dollars
Trade and other
payables - - 81,583 - - 81,583
Due Due Due
Due or due between between 3 between 1 Total
in less than 1t03 months to to5 Due after 5 carrying
At 31 December 2009 1 month months 1 year years years amount
US Dollars
Trade and other
payables 414,197 - 1,307,895 - - 1,722,092
Current borrowings - - 1,000,000 - - 1,000,000
414,197 - 2,307,895 - - 2,722,092
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NEW FORESTS COMPANY MOZAMBIQUE UK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 JUNE 2011
Financial instruments and financial nsk management (continued)
c) Credit nsk
The company invests its surplus funds In approved htgh quaiity banks

The company holds no collateral or other credit enhancements for trade receivables

The debtor's age analysis 1s evaluated on a regular basis for potential doubtful debts 1t is the
management’s opinion that no provision for doubtful debts 1s required

The company's maximum exposure to credit nsk, without taking into account any collateral held
or other credit enhancements

2011 2009
US Dollars US Dollars

Financial assets
Other current assets 74,009 917,246
Cash and cash equivalents 9,786 1,333
83,795 918,579

Parent undertaking

The Company 15 a majority owned (100%} subsidiary of New Forests Company Holdings Limited The
Company's ultimate parent company 1s New Forests Company Holdings Limited This company 1s exempt
from the requirement to prepare consolidated financial statements by wvirtue of section 398 of the
Companies Act 2006 Group accounts for New Forests Company Holdings Limited are avallable from
Compames House, Cardiff, CF4 3UZ

Events after the balance sheet date

There are no major events subsequent to the balance sheet date which have a major impact on the
further evolution of the Company

Capital management
The company's objectives when managing capital are

| to safeguard the entity's ability to continue as a going concern, so that it can continue to provide
returns for shareholders and benefits for other stakeholders, and

" to provide an adequate return to shareholders by pricing products and services commensurately
with the level of sk

The company sets the amount of capital in proportion to nsk The company manages the capital
structure and makes adjustments to it in the hght of changes In economic conditions and the nisk
charactenstics of the underlying assets In order to maintain or adjust the capital structure, the company
may adjust the amount of dividends paid io shareholders, return capital to shareholders, 1ssue new
shares, or sell assets to reduce debt
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NEW FORESTS COMPANY MOZAMBIQUE UK LIMITED

UNAUDITED INCOME STATEMENT
FOR THE PERIOD ENDED 30 JUNE 2011

Income
Management fees

Expenses

Exceptional

Loss on sale of assets and
liathties

Cost to acquire land rights

Administration

Mozambique management costs
Audit and accountancy

Bank charges

Finance
Loan interest paid

Total loss for period

2011
£

223,058

1,276,436

1,276,496

678,304
1,626
712

680,642

342,623

342,623

(2,007,901)
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2011
US Dollars

350,000

2,002,950

2,002,950

1,060,410
2,683
1,180

1,064,273

565,020

565,020

(3,282,243)

2009

200,000

383,159
383,159
384,072
11,360
891

396,323

32,033

32,033

(611,515)

2009
US Dollars

320,000

600,000

600,000

600,000
17,789
1,395

619,184

52,164

52,164

(951,348)




