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NATURAL BALANCE FOODS LIMITED

Strategic Report
For the Year Ended 31 December 2020

Introduction

Natural Balance Foods Limited has been in the forefront of delivering healthy snack food options primarily to the
British Retail and Wholesale market. We design, market and sef! under the Nakd and JC's Trek brands a wide
range of shack bars to most UK based retail, grocery, convenience and health food digtributors. The primary
objective is to deliver wholefood altemnatives that taste great.

Buslness review

The Cotnpany sales for this year were £40,080,017 compared to £43,639,666 for the previous year. The position
of the Company as at the end of the year is disclosed on page 7.

The future deveiopments for the business will be subject to the uncertaintiss and full financial impact of the
COVID-12 pandemic as outlined below.

Princlpal risks and uncertainties

The Company is exposed to many of the same financial risks as any other food wholesale company, a reduction
in sales, customer default, rising product costs and recall.

Our structure of third party manufacturing helps to mitigate many of the production associated risks. Production
agreements help to defer the immediate effects of commodity related spikes and permits management some
time to mitigate these risks with product changee, and encouraging third party manufacturers to purchase on
long nut, date, and packaging contracts. Each of our third party manufacturers have a supply agreement in place
requiring, amongst other things, ingredient checks, production standards and quality control.

Our credit tetms to customers is strict with any and all credit requests requiring three orders paid on time prierto
credit consideration. Credit is only then extended upon bank approval. Duning this period of time we have
expanded our product recall insurance.

COVID-19

In 2020, the spread of COVID-19 has severely impacted many local economies around the globe. Many
businesses were forced to cease or limit operations for long or indefinite periods of time. Measures taken io
contain the spread of the virug, including travel bans, quarantines, social distancing, and closures of non-
sssential services have triggered significant disruptions to businesses woridwide, resuliing in an economic
slowdown. Global stock markets have also experienced great volatiity and a significant weakening.
Governments and central banks have responded with monetary and fiscal interventions to stabilise economic

conditions.

The key risks to the business are a fall across sales due to adverse market conditions caused by COVID-19,
As a result of macro-economic uncertainties arising through COVID-19, the directors fully manitored the crisis as

it developed, urgently reacting to any potential impact on the Company and have undertaken an impact
assessment of the pandemic on the business as follows:
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NATURAL BA{ ANCE FOODS LIMITED

Strategic Report (continved)
For the Year Ended 31 December 2020

Principal risks and uncertalnties {continued)

COVID-18 (continued)

« The Company has continued to trade strongly during the crisis and as such has not had ta rely on any form
of government, banking or parental assistance.

» |n relation to staff support, apar from a temporary pause on new hires and pay rises, there has been no
other impact to staff.

» The offices remained open but staff were advised to work from home. The warehouse operations have fully
functioned with government advised access controls to ensure customer demand and product is safely
shipped.

s AlIT systems and processes have been able to work completely as normal with full secure access where
required,

s  Qur 3rd party manufacturers have been able to continue to produce our bars at our demand level throughout
the COVID-19 crisis. For ingredients and packaging, these have been purchased and forward bought and
held in sufficient stocks for in excess of 3 months holding, this has been comfortably added to during the
crisis to ensura the supply chain is not at risk. We do not foresee any adverse impact going forward.

Aftet reviewing forecasts and working capital requirements including the potential impact of the COVIO-19
pandemic, the directors have a reasonable expectation that the Company has adequate resources to continue in
operational existence for the foreseecable future, baing & period of not less than twelve monihs from the date of
approval of these financial statements. The Company therefore continues to adopt the going concern basis in
preparing its financial statemsnts.

Brexit
The Company dealt with all Brexit uncertainties. Brexit proceeded without any financial or operational impact to

the Company.

Credit risk

The Company's principal financial assets are cash and trade debtors. The principle credit risk arises from its
trade debtors, each checked with our bank and regularly reviewed in conjunction with aged debt. The Company
limits its exposure to any one counter-party and evaluates credit risk on an ongoing basis. Loans are made and
assessed on an individual basis and management does not believe that any significant default is likely. The
Company deposits with major banks of high quality credit standing.

Cash flow risk

The Company's cash flow risk is a result of funds available to cover future commitments. The Company
manages ctash flow risk through an ongoing review of future commitments and credit facilities. Cash flow
forecasts are prepared and availability of credit facilities and the utilisation there of is monitored on a regular
basis.

Currency risk

The Company was not exposed to material currenicy fluctuations during the year. A small proportion of our sales
were conducted in Canadian Dollars, US Dollars and Euro’s. Mogt of our third party manufacturers are exposed
to world commodity price fluctuations in British Pounds relating to dates, nuts and packaging, which over time
has an indirect impact on the Company.

Customer risk

The Company has a diverse customer base and continuss to make sales to new customers. It has a relatively
high lavel of customer concentration.
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NATURAL BALANCE FOODS LIMITED

Strategic Report {continued)
For the Year Ended 3% Decomber 2020

Financial key performance indicators
Our key performance indicators are:

Sales growth
The sales growth excluding customer discounts during the financial year was -8.1% (2019 4.5%). Whilst Out of
Homa and Grecary have sean a sales decline due to COVID-19, digital and intemnational sales grew throughout

the pericd.

Net profil
Net profit margin as percentage of sales has increased. Management still maintain a strong ethos in controlling

overheads without & adversely impacting the growth of the Company. The net profit before tax for the year was
£2,605,882 (2019: £2,629,129).

This report was approved by the boardon 5§ {}bﬁﬂ%@'- ISVAY and signed on its behaif by:
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NATURAL BALANCE FOODS LIMITED

Directors’ Report
For the Year Ended 31 December 2020

The directors present their report and the financial statements for the year ended 31 December 2020.
Principal activity

The principal activity of the Company continued 1o be that of the production of healthy snack food options
primarily to the British Retail and Wholesale market,

Results and dividends

The profit for the year, after taxation, amounted to £2,414 547 (2019:£2,129,594).

Directors

The directors who served during the year and subsequently to the date of this report, unless otherwise stated
were:

| Maes

J MMM Boone

G Combs (resigned 20 May 2020)
J C Combs {resigned 20 May 2020)

Golng concern

The directors have a reasonable expectation that the Company has adequate resources to continue in
operational existence for the foreseeabie future and for at least 12 months from the point of approving this
annual report and financial statements. The Company therefore continues to adopt the going concem basis in
preparing the annual report and financial statements),

Directors' responsibilities statement

The directors are responsible for preparing the Strategic Report, the Directors’ Report and the financial
statements in accordance with applicable taw 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 statemenrts 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 lreland’. Under company
law the directors must not approve the financial statements uniess thay 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 pericd.

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

. select suitable accounting policies for the Company's financial statements and then apply them
consistently,

. make judgements and accounting estimates that are reasonable and prudent;

. state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and expiained in the financial statements;

. prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Company will continue in business.
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NATURAL BALANCE FOODS LIMITED

Directors' Report {(continued)
For the Year Ended 31 December 2020

Directors’ responsibilities statement (continued)

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 shable 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
prevention and detection of fraud and cther imegularities.

The directors are responsible for the maintenance and integrity of the corporate and financial information
included on the Company's website. Legislation in the preparation ang digssemination of financial stataments may
diffar from legislation in other jurisdictions.

Financial risk management

The principal financial risks and uncertainties facing the Company are set out in the Strategic Report on pages 1-

This report was approved by the board on au n\j)t"nc&::‘\ &3&/\ and signed on its behalf.

{ Maeag
Director
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NATURAL BALANCE FOODS LIMITED

Statement of Comprehensive Income
For the Year Ended 31 December 2020

2020 2019

Note £ £
Revenye 4 40,090,017 43,639,666
Cost of sales (29,899,733) (31,027,728
Gross profit 10,190,284 12,611,938
Administrative expensas (9,118,965} (9,382 809)
Operating profit 5 1,071,318 2,629,129
Exceptional non-operating income 9 1,622,564
Interest payable and similar expenses 10 (88,001} -
Profit before tax 2,605,482 2,629,129
Tax on profit 1 {191,335) {499,535}
Profit for the financlal year 2,414,547 2,129,594
Total comprehensive income for the year 2,414,547 2 126,594

There wete no recognised gains and losses for 2020 or 2018 other than those included in the Statement of
Comprehensive Income.

There was no other comprehensive income for 2020 (2019 £nil).

The notes on pages 10 to 28 form part of thase financial staternents,
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NATURAL BALANCE FOODS LIMITED
Registered number:05083700

Statement of Financial Position
As at 31 December 2020

Fixed assets

Intangible assets
Tangible assets
Investments

Current assets

Stocks

Debtors: amounts falling due after more than
ane year

Debtors: amounts falling due within one year
Cash at bank and in hand

Creditors: amounts falling due within one
year

Net current assets

Total assets less current liabilitles
Provisions for liabilities

Deferred tax

Net assets

Capital and reserves

Called up share capital
Share premiurn account
Profit and loss account

Sharehoiders’ funds

Note

13
14
15

16

17
17
18

19

21

22
23
23

2020
£
586,426
586,426
2,801,755
7,401,762
7,726,303
17,829,820
(5,065,222)
12,564,598
13,151,024
(67,747}
(67,747)
13,083,277
1,206
299,794
12,782,277
13,083,277

2019

89,269
673,801
5573

768,643

4,704,439

824,644
7,307,499
3,068,890

15,805,472

(5,960.371)
9,845,101

10,713,744

(45,014)
(45,014)

10,668,730

—_—— e —

1,206
299,794
10,367,730

10,668,730

_————
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NATURAL BALANCE FOQDS LIMITED
Registered number:05083700

Statement of Financlal Position (continued)
As at 31 December 2020

For the financial year ending 31 December 2020, the directors consider that the Company was eniitled to
exemption from the requirement to have an audit under the provisions of section 479A of the Companies Act
2006.

The members have not required the Company to obtain an audit for the year in question in accordance with
section 476 of the Companies Act 2006.

The directors acknowledge their respansibilities for complying with the requirements of the Companies Act 2006
with respect to accounting records and the preparation of financial statements.

The financial statements were approved and authorised for issue by the board and were signed on its behaif by:

NG I PAPIFERINYRFPOA R EAS A aRatnrE R

I Mass
Dirsctor

Date: 9 g [Mw‘ﬂfx SeOA

The notes on pages 10 to 28 form part of these financial statements.
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NATURAL BAt ANCE FOODS LIMITED

Statement of Changes in Equity
For the Year Ended 31 December 2020

Share
Called up premium Profit and
share capital account loss account Total equity
£ £ £ £
At 1 January 2020 1,206 299,794 10,367,730 10,668,730
Comprehensive Income for the year
Profit for the year - - 2,414,547 2,414,547
Total comprshensive income for the year - - 2,414,547 2,414,547
Total transactions with owners - - - -
At 31 Decamber 2020 1,206 209,794 12,782,277 13,083,277

Statement of Changes in Equity
For the Year Ended 31 December 2019

Share
Called up premium Profit and
share capital accoiint loss account Total equity
£ £ £ £
At 1 January 2019 1,206 299,794 8,824,774 10,125,774
Comprehensive income for the year
Profit for the year - - 2,129,694 2,129,594
Total comprehensive Income for the year - - 2,129,594 2,128,594
Dividends: Equity capital - - (1,588,638) (1.586,638)
Total transactions with owners - - {1,586,838) (1,586,638)
At 31 December 2018 1,206 299,794 10,367,730 10,668,730

The notes on pages 10 to 28 form part of these financial statements.
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NATURAL BALANCE FOODS LIMITED

Notes to the Financial Statements
For the Year Ended 31 December 2020

General information

Natural Balance Foods Limited is a private company limited by shares incorporated in England and Wales.
lis registered office and principal irading address is 1 Drakes Drive, Long Crendon, Aylesbury, HP18 9BA.

Accounting policies

21

22

2.3

Basis of preparation of financial statements

The financial statements have been prepared under the historical cost convention unless otherwise
specified within these accounting policies and in accordance with Financial Reporting Standard 102,
the Financial Reporting Standard appliceble in the UK and the Republic of Ireland and the

Companies Act 2006,

The preparation of financial statements in compliance with FRS 102 requires the use of certain
ciitical atcounting estimates. It also requires management to exercise judgement in applying the
Company's accounting poficies (see note 3),

The following principal accounting policies have been consistently applied to alf years presented:
Golng concem

The directors have & reasonable expectation that the Company has adequate resources to continue
in operational existence for the foreseasble future and for at least 12 months from the point of
approving this annual report and financial statements. The Company therefore continues to adopt the
gaoing concemn basis in preparing the annual report and financial statements).

Exemption from preparing consolidated financial statements

The Company is a subsidiary of Lotus Bakeries NV who is an ultimate parent company, is included in
the consolidated financial statements of its immediate parent undertaking established under the law
of an EEA state (note 28) and is therefore exempt from the requirement to prepare consolidated
financial statements under section 400 of the Companies Act 2006.

Financial reporting standard 102 - reduced disclosure exemptions

The Company has taken advantage of the following disclosure exernptions in preparing these
finencial statements, as pemitted by the FRS 102 "The Financial Reporting Standard applicable in
the UK and Republic of Ireland";

. the requirements of Section 33 Related Party Disclosures;

. the requirements of Section 7 Statement of Cash Flows; and

= the requirements of Section 3 Financial Statement Presentation paragraph 3.17(d),

This information is inciuded in the consolidated financial statements of Lotus Bakeries NV as at 31

December 2020 and these finahcial statements may be obtained from Lotus Bakeries NV, Gentstraat
52, B- 9971 Lembeke, Belgium.
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NATURAL BALANCE FOODS LIMITED

Notes to the Financia! Statements
For the Year Ended 31 December 2020

2. Accounting policies {continued)

2.4 Foreign currency translation

2.5

28

Functional and presentation currency
The Company's functional and presentational currency is GBP.
Transactions and balances

Foreign curency transactions are franslated into the functional currency using the spot exchange
rates at the dates of the transactions.

At each period end foreign currency monetary items are transiated using the closing rate. Non-
monetary iterns measured at historical cost are translated using the exchange rate at the date of the
fransaction and non-monetary items measured at fair value are measured using the exchange rete
when fair value was determined.

Foreign exchange gains and losses resulting from the settlement of transactions and from the
translation at period-end exchange rates of monetary assets and liabilities denominated in foreign
curtencies are recoghised in profit or loss,

Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are
presented in the Statement of Comprehensive Income.

Revenue

Revenue is recognised to the exient that 1 is probable that the economic benefits will flow to the
Company and the revenue can be reliably measured. Revenue is measured as the fair value of the
cohsideration received or receivabile, excluding discounts, rebates, value added tax and other sales
taxes. The following criteria must also be met before revenue is recognised:

Sale of goods

Revenue from the sale of goods is recognised when all of the following conditions are satisfied:
. the Company has transferred the significant risks and rewards of ownership to the buyer;

. the Company retains neither continuing managerial involvement to the degree usually
associated with ownership nor effective control over the goods sold;

. the amount of revenue can be measured reliably,
- it is probable that the Company will receive the consideration due under the transaction; and
. the casts incurred or to be incurred in raspect of the transaction can be measured reliably.

Operating leases: the Company as jesses

Rentals paid under operating leases are charged to profit or loss on a straight line basis over the
lsase term.

Page 11



NATURAL BALANCE FOODS LIMITED

Notes to the Financial Statements
For the Year Ended 31 December 2020

2.

Accounting policies (continued)

7

2.8

29

Leased assets: the Company as lessee

Assets obtained under hire purchase contracts and finance leases are capitalised as tangible assets.
Assets acquired by finance {ease are depreciated over the shorter of the lease term and their useful
lives. Assets acquired by hire purchase are depreciated over their useful lives. Finance leases are
those where substantially all of the benefits and risks of ownership are assumed by the Company.
Obiligations undar such agreamente are included in creditors net of the finance charge allocated to
future periods. The finance element of the rental payment is charged to profit or less so as to produce
a constant periodic rate of charge on the net abligation outstanding in each period.

Rosearch and development

In the research phase of an imemal project it is not possible to demonstrate that the project will
generate future economic benefits and hence all expenditure on research shall be recognised as an
expense when it is incurred, Intangible assets are recognised from the development phase of a
profect if and only if certain specific critetia are met in order to demonstrate the asset will generate
probable future economic benefits and that its cost can be reliably measured. The capitalised
development costs are subsequenily amortised on a straight line basis over their useful economic
lives, which range from 3 fo 6 years.

If it is not possible to distinguish between the research phase and the development phase of an
internal project, the expenditure is treated as if it were all incurred in the research phase only.

Finance costs
Finance costs are charged to profit or loss over the term of the debt using the effective interest

method so that the amount charged is at a constant rate on the camying amount. ssue costs are
inttiaily recognised as a reduction in the proceeds of the associated capital instrument,

2.10 Borrowing costs

Finance costs are charged to the Statement of Comprehensive income over the term of the debt
using the effective interest method so that the amount charged Is at a constant rate on the carmying
amount. Issue costs are initially recognised as a reduction in the proceeds of the associeted capital
instrument.

2.11 Pensions

Defined contribution pension plan

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 inlc a separate entity, Once the
contributions have been paid the Company has ne further payment obligations.

The caontributions are recognised as an expense in profit or loss when they fall due. Amounts not paid

are shown in accrualg as a liability in the Statement of Financial Position. The assets of the plan are
held separately from the Company in independently administered funds.
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NATURAL BALANCE FOODS LIMITED

Notes to the Financial Statements
For the Year Ended 31 December 2020

Accounting policles (continued)
2.12 Current and deferred taxation

The fax expense for the year comprises current and deferred tax. Tax is recognised in profit or loss
except that a charge eafiributable to an item of income and expense recognised as other
comprehensive income or to an item recognised directly in equity is also recognised in other
comprehensive income or directly in equity respectively.

The current income tax charge is calculated on the basis of tax rates and laws that have been
enacted or substantively enacted by the teporting date in the countries where the Company operates
and generales income,

Deferred tax balances are recognised in respect of all timing differences that have originated but not

reversed by the Statement of Financial Position date, except that:

. The recognition of deferred {ax assets is limited to the extent that it is probable that they will be
recovered against the reversal of deferred tax liabilities or other future taxable profits; and

. Any deferred tax balances are reversed if and when all conditions for retaining associated tax
allowances have been met.

Deferred tax balances are not recognised in respect of permanent differences except in respect of
business combinations, when deferred tax is recognised on the differences between the fair values of
assets acquired and the future tax deductions available for them and the differences between the fair
values of liabiltiss acquired and the amount that will be assessed for tax. Deferred tax is determined
using tax rates and laws that have bsen enacted or substantively enacted by the reporting date.

2.13 intangible assets

intangible assets are initially recognised at cost. After recognition, under the cost model, intangible
assels are measured at cost less any accumulated amortisation and any accumulated impairment
losses,

All intangible assets are considered to have a finite useful life, If a reliable estimate of the useful life
cahnot be made, the useful life shall not exceed ten years.

Software is amortised over its estimated useful life, of between 3 and 4 years, on a straight-line basis.
2.14 Tangible assets

Tangible assels under the cost model are stated at historical cost less accumulated depreciation and

any accumulated impairment losses. Historical cost includes 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.
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NATURAL BALANCE FOODS LIMITED

Notes to the Financial Statements
For the Year Ended 31 December 2020

2.

Accounting policies (continued)

2.14 Tangible assets (continued)

Depraciation is chatged so as to allocate the cost of assets less their residual velue over their
estimated useful lives, on a straight-line and reducing balance basis as appropriate.

The estimated useful fives range as follows:

Leasehold improvemants - 15 years straightine
Plant and machinery - 15% reducing balance
Motor vehicles - 10 - 15 vyears straighi-line

The assets’ residual values, useful lives and depreciation methods are reviewed, and adjusted
prospectively if appropriate, or i there is an indication 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 profit or loss.

2.15 Valuation of investments

Investments in subsidiaries are measured at cost less accumulated impairment,

2.16 Stocks

Stocks are stated at the Jower 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 reporting date, stocks are assessed for impaimment. if stock is impaired, the carrying amount
is reduced to its selling price less costs to complete and sell, The impaimment loss is recognised
immediately in profit or loss.

2.17 Debtors

Short term deblors are measured at transaction price, Jess any impairment. Loans receivable are
measured initially at fair value, net of transaction costs, and are measured subsequently at amortised
cost using the effective interest method, less any impairment.

2.18 Cash and cash equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty
on notice of not mote than 24 hours. Gash 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.

2.19 Creditors

Short term creditors are measured at the transaction price, Other financial liabilities, including bank
loans, are measured initially at fair value, net of transaction costs, and are measured subsequently at
amortised cost using the effective interest method,
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NATURAL BALANCE FOODS LIMITED

Notes to the Financial Statements
For the Year Ended 31 December 2020

Accounting pollcles (continued)
2.20 Provislons for liabilities

Provisions are made where an event has taken place that gives the Company a legal or constructive
obligation that probably requires settlement by a transfer of economic benefit, and a reliable estimate
can be made of the amount of the obligation.

Provisions are charged as an expense fo profit or loss in the year that the Company becomes aware
of the obligation, and are measured at the best estimate at the Statement of Financial Position date
of the expenditure required to settle the obligation, taking into account relevant risks and
uncertainties.

When payments are eventually made, they are charged to the provision carried in the Statement of
Financial Position.

2.21 Financial instruments

The Company only enters into basic financial instrument fransactions that result in the recognition of
financial assets and liabilities like trade and other debtors and creditors, loans from banks and other
third parties, loans to refated parties and investments in ordinaty shares,

Debt instruments (other than those wholly repayable or receivable within ane year), including loans
and other accounts receivable and payable, are initially measured at present value of the future cash
flows and subsequently at amoriised cost using the effective interest method. Debt instnsments that
are payable or receivable within one year, typically trade debtors and creditors, are measured, initially
and subsequently, at the undiscounted amount of the cash or other consideration expected to be paid
or received. However, if the arrangements of a short-term instrument constitute a financing
transaction, like the payment of a trade debt deferred beyond normal business terms or in case of an
out-right short-term loan that is not at market rate, the financial asset or liability is measured, initially
at the present value of future cash flows discounted at a market rate of interest for a similar debt
instrument and subsequently at amortised cost, unless it qualifies as a loan from a director in the
case of a small company, or a public beneft entity concessionary loan.

Financial essets that are measured at cost and amortised cost are assessed at the end of each
reporting period for objective evidence of impairment. If objective evidence of impairment is found, an
impsirment loss is recognised in the Statement of Comprehensive Income.

For financial assets measured at cost less impairment, the impairment loss is measured as the
difference between an asset's canmying amount and best estimate of the recoverable amount, which is
an approximation of the amount that the Company would receive for the asset if it were to be sold at
the reporting date.

Financial assets and liabilities are offset and the net amount reported in the Statement of Financial

Position when there is an enforceable right to set off the recognised amounts and there is an
intention {o settle on a net basis or to realise the asset and setile the liability simuttaneously.

2.22 Dividands
Equity 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 anmual ganeral meeting.
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NATURAL BALANCE FOODS LIMITED

Notes to the Financial Statements
For the Year Ended 31 December 2020

Judgements in applying accounting policies and key sources of estimation uncertainty

In preparing the financial statements, management is required to make judgements, estimates and
assumptions that affect the amount presented in the financial statements and related disclosures.
Management is required to exercise its judgement in selecting and applying the entity's accounting
policies, Management makes use of estimates and associated assumptions, which are based on
historical experience and other factors that are congidered to be relevant. Actual resuits in the future
would differ from these estimates, which may be material to the financial statements.

The judgements that management have made in the process of applying the Company's accounting
policies and that have the most significant effect on the amounts in the financial statements are:

i. Capitalisation of development costs

Management applies its judgements in determining when a project reaches the end of its research
phase and enters its development phase, This is based on market research undertaken, assessment
of the economic viability of the product and ability to bring the product ta a point of being sold to the
public.

The following key assumptions concerning the future, and other key sources of estimation uncertainty
at the reporting date, that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year are:

ii. Impairment of debtors

Managemant make an estimate of the recoverable value of trade and other debtors, being the higher
of its value in use or fair value less costs to sell. When assessing impairment of trade and other
debtors, management considers factors inciuding current cradit rating of the debtor, the ageing profile

of debtors and historical experience. See note 17 for the net carrying amount of the debtors and
associated impaiment provision.

Revenue

Analysis of revenue by country of destination:

2020 2019

£ £

United Kingdom 34,474,340 40,616,152

Rest of Europe 5,588,607 3,023 514
United States of America 27,070 -

40,080,017 43639666

All revenue is from the sale of goods.
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NATURAL BALANCE FOODS LIMITED

Notes to the Financlal Statements
For the Year Ended 31 December 2020

Operating profit

The operating profit - is stated after charging:

Depreciation of tangible assets

Amortigation of intangible assets, including goodwill
Exchange differences

Other operating lease rentals

Auditors' remuneration

Fees payable to the Company's auditor and its associates for the audit of
the Company's annual financial statements - current year

Fees payable to the Company’s auditor and its associates for the audit of
the Company's annual financial statements - prior year

Fees payable to the Company’s audHior and its associates in respect
of:

Taxation compliance services - current year
Taxation compliance services - prior year
Other tax advisory services

Auditor related assurance services

2020 2019

£ £
89,279 90,544
18,631 19,582
22,242 12,395
- 40,000
s ——
2020 2019

£ £

- 45,200

- 14,200

- 6,950

. 1,500

- 21,250

- 2,300

In prior year, the Company was audited by Grant Thornton UK LLP. From the financial year ending 31
December 2020, the Company was entitied to an exemption from audit under section 479A of the
Companies Act 2006 relating to subsidiary companies. Further details on the parent and ultimate parent

undertaking can be found in note 26.
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NATURAL BALANCE FOODS LIMITED

Notes to the Financial Statements
For the Year Ended 31 December 2020

Employees

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

2020 2019

£ £

Wages and salaries 3,687,062 3,365,709
Sodial security costs 357,819 341,283
Cost of defined contribution scheme 96,496 89,372

4,141,377 3,796,364

pos . ——— ]

The average monthiy number of employees, including the directors, during the year was as follows:

2020 2019
No. No.
Selling and distribution 20 22
Sales 20 18
Admin 23 23
63 63

Directors' reinuneration
2020 2019
£ £
Directors' emoluments 339,316 414 412

The highest paid director received remuneration of £160,500 (2018 - £207,205). Remuneration was paid
to a consulting firm over which the director exercises significant influence.

The value of the Company's contributions paid fo a defined confribution pension scheme in respect of the
highest paid director amounted 1o Enil (2019 - £nil).

Exceptional non-operating income

2020 2019
£ £
Exceptional income 1,622,564

Exceptional income for the year relates fo gains realised by the sale of an international brand amounting
to £2.450.208, a loss due to extraordinary result due to Covid amounting to £17,786 and write-off of
intercompany loan of £809,858,

Page 18



NATURAL BALANCE FOODS LIMITED

Notes to the Financlal Statements
For the Year Ended 31 December 2020

10.

11.

Interest payable and similar expenses

Finance leases and hire purchase confracts

Taxation

Corporation tax

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

Deferred fax

Origination and reversal of timing differences

Taxation on profit on ordinary activities

2020 2019

£ £
88,001 :

——— = — —— ]

2020 2019

£ £

168,602 548,611

- (49,076)

168,602 499,535
22,733 -

191,335 499,535
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NATURAL BALANCE FOODS LIMITED

Notes to the Financlal Statements
For the Year Ended 31 Decomber 2020

1.

Taxation {continued)

Factors affecting tax charge for the year

The tax assessed for the year is lower than (2013 - the same as) the standard rate of corporation tax in
the UK of 19% (2012 - 19%). The differences are explained below:;

2020 2019
£ £
Profit on ordinary activities before tax 2,608,882 2,629,129

L e ]

Profit on ordinary activities multiplied by standard rate of corporation tax in

the UK of 18% (2019 - 19%) 495,118 499,535
Effects of:

Fixed asset differences 6,976 11,459
Capital allowances for year in excess of depreciation - {49,076)
Adjust closing deferred tax to average rate of 19% - (6,496}
Adjust opening deferred tax to average rate of 19% - 8719
Defarred tax not recognised 23,175 35,394
Adjustments to tax charge in respect of prior pariods {27,099) -
Non-taxable income less expenses not deductible for tax purposes 150,643 -
Non-taxable income {465,500} -
Remeasurement of deferred tax for changes in tax rates 8,022 -
Total tax charge for the year 191,335 499,535

Factors that may affect future tax charges

The Finance (No.2) Act 2015 reduced the main rate of UK corporation tax to 19%, effective from 1 Apiil
2017. A further reduction in the UK corporation tax rate to 17% was expected to come into effect from 1
April 2020 (as enacted by Finance Act 2016 on 15 September 2018). However, legislation introduced in
the Finance Act 2020 (enacted on 22 July 2020) repealed the reduction of the corporation tax, thereby
maintaining the current rate of 19%. Deferred taxes on the balance shee! have been measured at 19%
(2019 19%) which represents the future corporation tax rate that was enacted at the balance sheet date.

The UK Budget 2021 announcements on 3 March 2021 included measures te support economic recovery
as a result of the ongoing COVID-19 pandemic. These included an increase to the UK's main corporation
tax rate to 25%, which is due to be effective from 1 April 2023, These changes were not substantively
enacted at the balance sheet date and hence have not been reflected in the measurement of deferred tax

balances at the period end.
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NATURAL BALANCE FOODS LIMITED

Notes to the Financlal Statements
For the Year Ended 31 December 2020

Dividends
2020 2019
£ £
Dividends anaiysis - equity dividends . 1,086,638
f—— ——

This is equivatent ta £nil per ardinary share in issue {2019: £131.50 per ordinary share).

intangible assets
Software
E
Cost
At 1 January 2020 236,116
Disposals {236,116}
At 31 December 2020
Amortisation
At 1 January 2020 146,847
Charge for the year on owned assets 19,631
On digposals (166,478)
At 31 December 2020 -
Net book value
At 31 December 2020 -
——————— ]
At 31 December 2018 89,269
4
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NATURAL BALANCE FOODS LIMITED

Notes to the Financial Statements
Forthe Year Ended 31 December 2020

14.

Tangible assets

Cost or valuation
At 1 January 2020
Additions
Disposals

At 31 December 2020
Depreciation
At 1 January 2020

Charge for the year on owned assets
Disposals

At 31 December 2020

Net book value

Af 31 December 2020

At 31 December 2019

Leasehold Plant and Motor

improvements  machinery vehicles Total
£ £ £ E

259,158 606,989 138,905 1,005,052

- 27,285 - 27285
- {175,367) {4,800) {180,16T)
259,158 458 907 134,105 852,170
59,020 209,458 82,773 131,291
17,277 60,472 11,630 89,279
- {148 986) {4,801) {154,786)

76,297 119,845 69,502 265,744
182,861 338,962 64,603 586,426
200,138 397,531 76,132 673,801

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

as foliows:

Motor vehicles - Fork lift

2020
£

16,285

f———

2019
£

20,944
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NATURAL BALANCE FOODS LIMITED

Notes to the Financlal Statemants
For the Year Ended 31 December 2020

18.

16.

Investments

Investments
In
subsidiary
companies
£
At 1 January 2020 5,573
Disposals (5,673)
At 31 December 2020 .
Net book value
At 31 December 2020 .
At 31 December 2019 5573
Stocks
2020 2019
£ £
Work in progress (goods to be sold) - 38,000
Finished goods and goods for resale 2,501,755 4,666,439
2,501,765 4,704,439

Stocks are stated after provisions for impairment of £nil (2019: £nil).
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NATURAL BALANCE FOODS LIMITED

Notes to the Financial Statements
For the Year Ended 31 December 2020

17.

18.

19.

Debtors

Debtors: amounts falling due after more than one year
Amounts owed by group undestakings

Dehtors: amounts falling due within one year

Trade debtors

Amounts owed by group undertakings

Amounts owed by joint ventures and associated undertakings
Other debtors

Prepayments and accrued income

2020 2019

£ £

. B24,644
] e
2020 2019

£ £
5067,528 4,777,711
1,303,687 1,086,910
. 770,274

9,969 158,374
130,678 514,230
7,401,762 7,307,499

Amounts owed by group underiakings are unsecured, interest free, have no fixed date of repayment and

are repayable on demand,

Trade debtors are stated after provisions for impairment of £nil (2019; £nil).

Cash and cash equivalenis

Cash at bank and in hand

Creditors: amounts falling due within one year

Trade creditors

Amounts owed to group undertakings

Corporation tax

Other taxation and social security

Obligations under finance lease and hire purchase contracts
Accruals and deferred income

2020 2019

£ £

7,726,303 3,068,890

p——————————— —_———

2020 2019

£ £

3,940,738 5,084,365

114,660

123,588 -

261,914 205,668

- 3,355

624,313 666,983

5,085,222  5960,371
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NATURAL BALANCE FOODS LIMITED

Notes to the Financial Statements
For the Year Ended 31 December 2020

20. FInancial Instruments

2020 2019
£ £

Financial assets
Cash at bank and in hand 7.726,303 3,068,890
Financial assets that are debt instruments measured at amortised cost 7,271,084 7,459,539

Financial liabilities

Financial liabilities measured at amortised cost (4,679,720} (5754,703)

s ]

Financial assets that are debt instruments measured at amortised cost comprise trade debtors, amounts
due from group companies and other debtors.

Financial liabilites measured at amortised cost comprise trade creditors, amounts due to group
companies, accruals, obligations under finance leases and hire purchase contracts.

21. Deferred taxation

2020
£
At beginning of year {45,014)
Cradited to profit or loss (22,733)
At end of year (67,747}
L ——]

The provision for deferred taxation is made up as follows:
2020 2019
£ £
Accelerated capital allowances {67,747) {45,014)

22. Called up share capital
2020 2019
£ £
Allotted, called up and fully paid

12,064 (2019 - 12,064) Ordinary shares of £0.10 each 1,206 1,206

There is a single class of ordinary shares. There are no restrictions on dividends and the repayment of
capital.
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NATURAL BALANCE FOODS LIMITED

Notes to the Financial Statements
For the Year Ended 31 December 2020

23.

24,

Reserves

Share premium account

The share premium account includes any premiums received on the issue of the share capital. Any

transaction costs associated with the issue of shares are deducted from share premium.

Profit and loss account

Includes all current and prior period profits and losses.

Commitments under operating leases

At 31 December 2020 the Company had future minimum lease payments due under non-cancellable

operating leases relating 1o land, buildings and motor vehicles as follows:

2020 2019

£ £

Not later than 1 year 157,016 154,605
Later than 1 year and not later than 5 years 8,064 600,000
Later than 5 years - 279,418
165,080 1,034,024
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NATURAL BALANCE FOODS LIMITED

Notes to the Financia! Statements
For the Year Ended 31 Decomber 2020

25,

Related party transactions

2020
Company name

Lotus Bakeries
Corporate
Lotus Bakeries
Schweiz AG
Natural Balance
Foods US
(Prior vear:
Lotus Bakeries
Natural Foods)
Sweet Ninja
Foods
Koninklijke
Peijnenburg BV
Lotus Bakeries
North America

Urban Fresh
Foods Ltd

Closing

Sales Freight  Recharge Cash VAT balance

£ £ £ £ £ £
- - 365,439 {516,061) - 183,381

13,170 - {112,709) {13,585) - (112,709}
547,614 - - (B87,699) - 496,712
450,840 - (492,018) {203,919) 8,377 543,556
5,576,045 - - (5,544,328} - 623,494

25,114 - 110,810 {135,724) - -

- . {112,978) 133,614 (22,596) {1,960}
6,622,783 - (241,664} (6,367,702) {14,218) 1,732,474
————————— — —— e —————
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NATURAL BAI ANCE FOODS LIMITED

Notes to the Financial Statements
For the Year Ended 31 December 2020

26,

Closing
Sales Freight Recharge Cash VAT balance
£ £ £ £ £ £
2019
Company name
Lotus Bakeries
Corporate - - 334,003 - - 334,003
Lotus Bakeries
Schweiz AG 7,735 820 12,942 {104,996} 1,235 415
Lotus Bakeries
France - - . (4) -
Lotus Bakerias
Natural Footis 105,922 - - (115,103) - 36,797
Sweet Ninja
Foods 598,000 - 42,895 - 128,379 770,274
Koninklijke
Peijnenburg BV 4,506,566 - 1,829  (4,289,802) - 591,177

—
——— ———

The Company has taken the axemption under FRS 102 to not disciose transactions with wholly owned
group members.

The companies listed above, other than Sweet Ninja Foods Limited, are all related parties by virtue of
them all shating a common group parent, Lotus Bakeries NV.

Sweat Ninja Foods Limited is a related party by virtue of common directorship.

Caontrolling party

As at the year end 97.9% of the Company's share capital is owned by Lotus Bakeries Intarnational und
Schweiz. The ultimate parent undertaking is Lotus Bakeries NV, which is the parent underiaking of the
largest and smallest group to consolidate these financial statements, & company incorporated in Belgium,
which is considered to be the ultimate parent undertaking. Copies of the consolidated financial statements
of Lotus Bakeries NV may be obtained from: Lotus Bakeries NV, Gentstraat 52, B- 9971 Lembeke,
Belgium.
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