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To the Shareholders of Angostura Holdings Limited

Opinion

We have audited the consolidated financial statlements of Angostura Holdings Limited and its subsidiaries (“the
Group”), which comprise the consolidated statement of financial position as at December 31, 2017, the consolidated
statements of profit or loss and other comprehensive income, changes in equity and cash flows for the year then
ended, and notes, comprising significant accounting policies and other explanatory information.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Group as at December 31, 2017 and its consolidated financial performance
and its consolidated cash flows for the year then ended in accordance with International Financial Reporting
Standards (IFRSs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under
those standards are further described in the Auditors’ Responsibilities for the Audit of the Consolidated Financial
Statements section of our report. We are independent of the Group in accordance with the International Ethics
Standards Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code) together with the
ethical requirements that are relevant to our audit of the consolidated financial statements in the Republic of
Trinidad and Tobago, and we have fulfilled our other ethical responsibilities in accordance with these requirements
and with IESBA Code. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit
of the consolidated financial statements of the current period. These matters were addressed in the context of
our audit of the consolidated financial statements as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters.

Revenue Recognilion

o The risk - Revenue is recognised when the risks and rewards of products have been transferred to the
customer. The Group operates in a competitive industry in local and international markets. Angostura
Holdings Limited is publicly traded and revenue is a key performance measure. There is a risk that revenue
may be overstated because of fraud resulting from the pressure management may feel to achieve performance
targets at the reporting period end. Management bonuses is partially based on the year end profit. Therefore,
there is a risk for management to overstate profit as it has a direct correlation to their bonuses.

)
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Key Audit Matters (continued)

e Our response - Our audit procedures included considering the appropriateness of the Group’s revenue
recognition accounting policies and assessing compliance with the policies in terms of applicable accounting
standards. We tested the effectiveness of the Group’s controls over recording of sales transactions.

We assessed sales transactions taking place at either side of the reporting date as well as credit notes issued
after the year end date to assess whether that revenue was recognised in the correct period. We undertook test
of details work through the selection of a statistical sample and vouched those items sampled to supporting
documentation such as invoices, goods delivered notes, receipts and bank statements.

Impairment of receivables

e Therisk - The Group has significant trade receivables with distributors and customers in the retail industry.
A number of companies in this industry are under financial stress and, therefore, there is a risk over the
recoverability of these balances.

e Our response - Our audit procedures included the design and implementation of the Group’s controls over
the receivables impairment process; testing the receipt of cash after the year end; and testing the adequacy
of the Group’s provisions against trade receivables by assessing Management’s judgments and assumptions
applied in determining the provision. We also considered the adequacy of the Group’s disclosures about the
degree of estimation involved in arriving at the provision.

Valuation of inventory

o The risk - The costing of manufactured inventories and work in progress involves expenditure incurred
in acquiring raw materials, production or conversion costs, and other costs incurred in bringing them to
their existing location and condition. It also includes an appropriate share of production overheads based on
normal operating capacity. The allocation of these costs involves subjective judgments, which requires special
audit consideration because of the likelihood and potential magnitude of misstatements to the accuracy
of inventory.

e Our response - Our audit procedures included the design and implementation of the Group’s controls over
the inventories costing process; substantive testing was also done on a statistical sample of manufactured
inventories and work in progress to ensure that these items were costed accurately and in accordance with
the Group’s accounting policy for inventories.
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Other Information

Management is responsible for the other information. The other information comprises the information included
in the Group’s annual report, but does not include the consolidated financial statements and our auditors’ report
thereon. The Group’s annual report is expected to be made available to us after the date of this auditors’ report.

Our opinion on the consolidated financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit, or otherwise appears to be
materially misstated.

When we read the Group’s annual report, if we conclude that there is a material misstatement therein, we are
required to communicate the matter to those charged with governance.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements
in accordance with IFRSs and for such internal control as management determines is necessary to enable the
preparation of consolidated financial statements that are free from material misstatement, whether due to
fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends to liquidate the Group or to cease operations, or
has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.



ANGOSTURA HOLDINGS LIMITED
ANNUAL REPORT 2017

Financial Statements

Independent Auditors’ Report (continued)

To the Shareholders of Angostura Holdings Limited

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated 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 will always detect a material misstatement when it exists. Misstalements 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 consolidated financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

« Identify and assess the risks of material misstatement of the consolidated financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

¢ Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Group’s internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.

« Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the Group’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditors’ report to the related disclosures in
the consolidated financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditors’ report. However, future
events or conditions may cause the Group to cease to continue as a going concern.

« [Evaluate the overall presentation, structure and content of the consolidated financial statements, including

the disclosures, and whether the consolidated financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.
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Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements (continued)

o Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
aclivities within the Group to express an opinion on the consolidated financial statements. We are responsible
for the direction, supervision and performance of the group audit. We remain solely responsible for our
audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control that we identify
during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of most
significance in the audit of the consolidated financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditors’ report unless law or regulation precludes public disclosure about
the matter or when, in extremely rare circumstances, we determine that a matter should not be communicated in our
report because the adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

The engagement partner on the audit resulting in this independent auditors’ report is Nigel Panchoo.

-PM G

Chartered Accountants
Port of Spain

Trinidad and Tobago
March 27, 2018
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Notes 2017 2010
$'000 $'000

ASSETS

Non-current assets

Property, plant and equipment 9 337,801 357,398
Available-for-sale assets 10 108 109
Retirement benefit net asset 12 55,104 63,986

393,103 421,493

Current assets
Inventories 13 215,151 214,077
Assets held-for-sale 14 1,136 2,050
Trade and other receivables 15 167,961 181,148
Taxation recoverable 10,808 10,725
Short-term investments 16 216,682 08,513
Cash and cash equivalents 17 152,820 182,749
704,048 689,268
Total assets 1,157,751 1,110,761

EQUITY AND LIABILITIES

Equity

Share capital 18 18,558 118,558
Other reserves 19 100,796 99,915
Retained earnings 762,615 713,950
Tolal equity 981,909 932,423
Liabilities

Non-current liabilities

Retirement benefit obligation 12 8,708 0,243

Deferred tax liability 21 69,300 73,598
78,0098 82,841

Current liabilities

Borrowings 20 20,000 30,000
Trade and other payables 22 73.404 65,497
Taxation payable 4,280 -

97,084 95,947
Total liabilities 175,782 178,338
Total equity and liabilities 1,157,751 1,110,761

The accompanying notes are an integral part of these consolidated financial statements.

- __ Director __ Director
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Noles 2017 2016
$’000 $’000
Revenue 575,199 620,469
Cost of goods sold (204,348)  (249,123)
Gross profit 370,851 371,346
Selling and marketing expenses (130,731)  (135,888)
Administrative expenses (81,259)  (65.742)
Results from operaling aclivilies 158,861 169,716
Finance costs 24 (844) (1,181)
Finance income 2,342 642
Results from continuing operations 160,359 169,177
Other (expenses)/income 25 (6,625) 1888
Dividend income 26 90 220
Foreign exchange gains 27 398 12,802
Legal claim expense 28 - (15,948)
Profit before tax 154,222 168,139
Taxation expense 20 (43,115)  (46,182)
Profit for the year 111,107 121,957
Other comprehensive income
Items that will not be reclassified to profit or loss:
Re-measurements of defined benefit (liability) asset 12 (9,639) (5,836)
Related tax 21 2,802 1,459

(6.747) (4377
Items that are or may be reclassified to profit or loss

Revaluation of artwork 881 -
Other comprehensive income for the year, net of tax (5,866) (4,377
Total comprehensive income for the year 105,241 117,580

Profit for the year attributable to:

Owners of the Group 111,107 121,957
Total comprehensive income attributable to:

Owners of the Group 105,241 117,580
Dividend paid per share 27¢ 32¢
Earnings per share - Basic and Diluted 30 $ 0.54 0.59

The accompanying notes are an integral part of these consolidated financial statements.
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Share Other Retained Total
Capital  Reserves Earnings Equity
$'000 $'000 $'000 $'000

(Note 18) (Note 19)

Balance at January 1, 2016 118,558 99,915 602,274 880,747

Profit for the year - - 121,957 121,957
(4.377) (4.377)

Other comprehensive income -

Total comprehensive income for the year - - 117,580 117,580

Transactions with equity holders
recognised directly in equity

Dividends to equity holders - - (65.904)  (65,904)
Balance at December 31, 2016 118,558 09,915 713,050 932,423
Balance at January 1, 2017 118,558 99,915 713,950 032,423
Profit for the year - - 111,107 111,107
Other comprehensive income - - (6.747) (6.747)
Total comprehensive income for the year - - 104,300 104,360

Transactions with equity holders
recognised directly in equity

Other reserve movement - 881 - 881
Dividends to equity holders - - (55,695 (55,095)

- 881 (55,005)  (54.814)

Balance at December 31, 2017 118,558 100,796 762,615 981,069

The accompanying noles are an integral part of these consolidated financial statements.
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Noles 2017 2016
$'000 $'000

CASH FLOWS FROM OPERATING ACTIVITIES
Profit for the year 111,107 121,957

Adjustments for

Depreciation 9 20,478 15,717
Loss on disposal of property, plant and equipment 25 041 250
Foreign exchange gain 27 (398)  (12,802)
Finance costs 24 844 1,181
Finance income (2.342) (642)
Dividend income 26 (90) (220)
Adjustment to property, plant and equipment 9 716 5260
Pension costs 7,030 10,444
Taxation expense 43,115 46,182
Operating profit before working capital changes 190,407 182,593
Change in trade and other receivables 13,187 84,172
Change in inventories (1,074) 13,001
Change in trade and other payables 7,907 (21,741)
Cash generated from operating activilies 210,427 258,025
Interest paid (844)  (1309)
Corporation tax refunds received 6,693 11,157
Corporation tax paid (47.1060) (45,287
Retirement benefits paid (8,328)  (10,381)
Nelt cash from operating activilies 160,842 212,205

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from disposal of property, plant and equipment 45 139
Proceeds from disposal of assets held-for-sale 920 -
Acquisition of property. plant and equipment 9 (10,702)  (14,392)
Additions to investments (284,654)  (96,570)
Redemplions to investments 166,485 20,204
Dividends received 90 220
Interest received 2,342 642
Nel cash used in investing aclivities (125,474)  (80,667)
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Notes 2017 2016
$'000 $'000

CASH FLOWS FROM FINANCING ACTIVITIES

Dividends paid (55.695)  (65,904)
Proceeds from borrowings 40,000 30,000
Repayment of borrowings (50,000)  (50,600)
Nel cash used in financing aclivities (65,605)  (86,504)
Net (decrease) increase in cash and cash equivalents (30,327) 45,034
Cash and cash equivalents at January 1 182,749 125,302
Effect of movement in exchange rate on cash held 308 12,413
Cash and cash equivalents at December 31 152,820 182,749

The accompanying notes are an integral part of these consolidated financial statements
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December 31, 2017

1.

Reporting Entity

Angostura Holdings Limited (the Group) is a limited liability company incorporated and domiciled in the
Republic of Trinidad and Tobago. The Group’s registered office is Corner Eastern Main Road and Trinity Avenue,
Laventille, Trinidad and Tobago. The Group has its primary listing on the Trinidad and Tobago Stock Exchange.
It is a holding company whose subsidiaries are engaged in the manufacture and sale of rum, ANGOSTURA®
aromatic bitters and other spirits, and the bottling of beverage alcohol and other beverages on a contract basis.
The consolidated financial statements of the Group as at and for the year ended December 31, 2017 comprise the
Company and its subsidiaries (together referred to as the “Group” and individually as the “Group companies”).

The principal subsidiaries are:

Company Country of Incorporation Percentage Owned
Angostura Limited Trinidad and Tobago 100%
Trinidad Distillers Limited Trinidad and Tobago 100%

The Group’s ultimate parent entity is CL Financial Limited (CLF), a company incorporated in the Republic of
Trinidad and Tobago.

These consolidated financial statements were approved for issue by the Board of Directors on March 27, 2018.

Basis of Accounting
(a) Statement of compliance

The consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRSs) as issued by the International Accounting Standards Board (IASB).

Details of the Group’s accounting policies, including changes during the year, are included in Notes 5.

(b) Basis of measurement
The consolidated financial statements have been prepared on the historical cost basis except for the following
items, which are measured on an alternative basis on each reporting date:

- available-for-sale financial assels are measured at fair value;
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2. Basis of Accounling (continued)
(b) Basis of measurement (continued)

- assets held-for-sale are measured at fair value;

- net defined benefit asset (obligation) is recognised as fair value of plan assets, adjusted by re-measurements
through other comprehensive income, less the present value of the defined benefit obligation adjusted by
experience gains (losses) on revaluation, limited as explained in Note 5(k)(ii);

- freehold/leasehold land and buildings are measured at fair value less depreciation.

- short term investments are measured at fair value

(¢) Reclassification of prior year presentation
Certain prior year amounts have been reclassified for consistency with the current year’s

presentation:
As previously Reclassified
stated Reclassification balance
2016 2016 2016
$’°000 $’°000 $’°000
Retirement benefit asset 348,680 (348.,680) -
Retirement benefit obligation (293,937 203,937 -
Retirement benefil asset, net - 54,743 54,743

This reclassification had no effect on the consolidated statement of profit or loss and other comprehensive
income and the consolidated statement of cash flows. The reclassification was required to show a net
position of the retirement benefit asset instead of presenting the asset and obligation separately.

Dividend paid per share as disclosed in the consolidated statement of other comprehensive income was 32
cents per share for the year ended December 31, 2016, as opposed to the amount previously reported. This
had no impact on the current year financial statements.

3. Functional and Presentation Currency

These consolidated financial statements are presented in Trinidad and Tobago dollars, which is the Group’s
functional currency. All amounts have been rounded to the nearest thousand, unless otherwise indicated.

4 8
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December 31, 2017

4. Use of Estimates and Judgements

In preparing these consolidated financial statements, management has made judgements, estimates and

assumptions that affect the application of the Group’s accounting policies and the reported amounts of assets,

liabilities, income and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to estimates are recognised

prospectively, unless those revisions are the result of a change in accounting policy or a correction of a significant

error, in which case the revision is required retrospectively, in the earliest reporting period.

Information about assumptions and estimation uncertainties that have a significant risk of resulting in a material

adjustment in the year ended December 31, 2017 is included in the following notes:

Note 12

Note 13

Note 15

Note 21

Note 33

Retirement benefit (asset) obligation - Measurement of defined
benefit assets and obligations, key actuarial assumptions.

Inventories - provision for obsolescence.

Trade and other receivables — provision for impairment.

Deferred taxation - timing differences on accounting and tax values
of property, plant and equipment.

Related party transactions — provision for impairment.

Information about judgements made in applying accounting policies that have the most
significant effects on the amounts recognised in the consolidated financial statements is
included in the following notes:

Note 6

Determination of fair values

5. Significant Accounting Policies

The Group has consistently applied the following accounting policies as set out in Note 5 to all

periods presented in these consolidated financial statements.

(a) Basis of consolidation

(i) Business combinations

The Group accounts for business combinations using the acquisition method when control is transferred

to the Group. The consideration transferred in the acquisition is generally measured at fair value, as are

the identifiable net assets acquired. Any goodwill that arises is tested annually for impairment. Any gain

on a bargain purchase is recognised in profit or loss immediately. Transaction costs are expensed as

incurred, exceptif they are related to the issue of debt or equily securities. The consideration transferred

does not include amounts related to the settlement of pre-existing relationships. Such amounts are

generally recognised in profit or loss.
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5. Significant Accounting Policies (continued)

(a) Basis of consolidation (continued)

(it) Subsidiaries
Subsidiaries are entities controlled by the Group. The Group ‘controls’ an entity when it is exposed to,
or has rights to, variable returns from its involvement with the entity and has the ability to affect those
returns through its power over the entity. The financial statements of subsidiaries are included in the
consolidated financial statements from the date on which control commences until the date on which
control ceases.

(iii) Non-controlling interest
Non-controlling interests are measured at their proportionate share of the acquiree’s identifiable net
assels at the date of acquisition. Changes in the Group’s interest in the subsidiary that do not resultin a
loss of control are accounted for as equity transactions.

(iv) Loss of control
When the Group loses control over a subsidiary, it derecognises the assets and liabilities of the
subsidiary, and any related non-controlling interest and other components of equity. Any resulting gain
or loss is recognised in profit or loss. Any interest retained in the former subsidiary is measured at fair
value when control is lost.

(v) Interest in equily-accounted investees
The Group’s interest in equity-accounted investees comprises interest in associates and joint ventures.

Associates are those entities in which the Group has significant influence, but not control or joint
control over the financial and operating policies. A joint venture is an arrangement in which the Group
has joint control, whereby the Group has rights to the net assets of the arrangement, rather than rights
Lo its assets and obligations for its liabilities.

Interests in associates and joint ventures are accounted for using the equity method. They are recognised
al cost, which includes transaction costs. Subsequent to initial recognition, the consolidated financial
statements include the Group’s share of the profit or loss and other comprehensive income of equity-
accounted investees, until the date on which significant influence or joint control ceases. As at the year
end the Group had an interest in one joint venture (Note 11).
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5. Significant Accounting Policies (continued)

(a) Basis of consolidation (continued)
(vi) ‘Iransactions eliminated on consolidation
Intra-group balances and transactions, and any unrealised income and expenses arising from intra-
group transactions, are eliminated on consolidation. Unrealised gains arising from transactions with
equity-accounted investees are eliminated against the investment to the extent of the Group’s interest
in the investee. Unrealised losses are eliminated in the same way as unrealised gains, but only to the
extent that there is no evidence of impairment.

(b) Foreign currency
(i) Foreign currency lransactions
Transactions in foreign currencies are translated into the respective functional currencies of
Group companies al exchange rates at the dates of the transactions. Monetary assets and liabilities
denominated in foreign currencies are translated into the functional currency at the exchange rate at the
reporting date.

Non-monetary assets and liabilities that are measured at fair value in a foreign currency are translated
into the functional currency at the exchange rate when the fair value was determined. Non-monetary
items that are measured based on historical cost in a foreign currency are translated at the exchange
rate at the date of the transaction. However, foreign currency differences arising from the translation
of available-for-sale equity investments (except on impairment in which case foreign currency
differences that have been recognised in other comprehensive income are reclassified to profit or loss)
are recognised in other comprehensive income. Foreign currency differences are generally recognised
in profit or loss.

(ii) Foreign operalions
The assets and liabilities of foreign operations, including goodwill and fair value adjustments arising on
acquisition, are translated into the functional currency at the exchange rates at the reporting date. The
income and expenses of foreign operations are translated to the functional currency at exchange rates
at the dates of the transactions.

Foreign currency differences are recognised in other comprehensive income (OCI) and accumulated
in the retained earnings, except to the extent that the translation difference is allocated to
non-controlling interests.
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5. Significant Accounting Policies (continued)

(b) Foreign Currency (continued)
(ii) Foreign operations (continued)
When a foreign operation is disposed of in its entirety or partially such that control, significant influence
or joint control is lost, the cumulative amount in retained earnings related to that foreign operation is
reclassified to profit or loss as part of the gain or loss on disposal.

If the Group disposes of part ofits interestin a subsidiary but retains control, then the relevant proportion
of the cumulative amount is reattributed to non-controlling interests. When the Group disposes of only
part of an associate or joint venture while retaining significant influence or joint control, the relevant
proportion of the cumulative amount is reclassified to profit or loss.

(¢) Financial instruments
Financial instruments include available-for-sale assets, trade receivables, short term investments, cash
and cash equivalents, borrowings and trade, and other payables.

(i) Classification
The Group classifies non-derivative financial assets into the following categories: financial assets at fair
value through profit or loss, held-to-maturity financial assets, loans and receivables and available-for-
sale assels.

Loans are created when the Group provides assets other than trading goods and services to a debtor,
and is entitled to payment for the same on the agreed terms. Receivables are created when the Group
provides trading goods and services to a debtor and is entitled to payment for same on the terms
generally offered for such transactions. Receivables are generally created with the intention of short
term profit taking. Loans and receivables include trade receivables.

Financial assets at fair value through profit or loss are securities which are either acquired for generating
a profit from short term fluctuations in price, or are securities included in a portfolio in which a pattern
of short term profit taking exists.
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5. Significant Accounting Policies (continued)

(¢) Financial instruments (continued)

(i) Classification (continued)
Held-to-maturity assets are financial assets with fixed or determinable payments and fixed maturity
that the Group has the intent and ability to hold to maturity. These include certain debt investments.

Available-for-sale financial assets are those non-derivative financial assets that are designated as such,
or are not financial assets at fair value through profit or loss, loans and receivables, or held-to-maturity.
Available-for-sale instruments include certain equity investments.

The Group classifies non-derivative financial liabilities into the following categories: financial liabilities
al fair value through profit or loss and other financial liabilities.

A financial instrument is classified as a financial liability if it is (1) a contractual obligation to deliver cash
or another asset lo another entity, or to exchange financial assets or financial liabilities with another
entily under conditions that are potentially unfavourable to the reporting entity; or (2) a contract that
will or may be settled in the reporting entity’s own equity instruments under certain circumstances.

(ii) Non-derivative financial assels and financial liabilities - Recognition and derecognition

The Group initially recognises loans and receivables and debt securities issued, on the date when they
are originated. All other financial assets and financial liabilities are initially recognised on the trade
date when the entity becomes a party to the contractual provisions of the instrument.

The Group derecognises a financial asset when the contractual rights to the cash flows from the
asset expire, or it transfers the rights to receive the contractual cash flows in a transaction in which
substantially all of the risks and rewards of ownership of the financial assel are transferred, or it neither
transfers nor retains substantially all of the risks and rewards of ownership and does not retain control
over the transferred asset. Any interest in such derecognised financial assets that is created or retained
by the Group is recognised as a separate assel or liability.

The Group derecognises a financial liability when its contractual obligations are discharged or
cancelled, or expire.

N
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5. Significant Accounting Policies (continued)

(¢) Financial instruments (continued)

(iii) Non-derivative financial assels - Measuremenl
Financial assets at fair value through profit or loss

A financial asset is classified as at fair value through profit or loss if it is classified as held-for-trading
or is designated as such on initial recognition. Directly attributable transaction costs are recognised in
profit or loss as incurred. Financial assets at fair value through profit or loss are measured at fair value
and changes therein, including any interest or dividend income, are recognised in profit or loss.

Held-to-maturity financial assets

These assels are initially measured at fair value plus any directly attributable transaction costs.
Subsequent to initial recognition, they are measured at amortised cost using the effective
interest method.

Loans and receivables

These assets are initially measured at fair value plus any directly attributable transaction costs.
Subsequent to initial recognition, they are measured at amortised cost using the effective
interest method.

Available-for-sale assels
These assets are initially recognised at fair value plus any directly attributable transaction costs.

Subsequent to initial recognition, they are measured at fair value and changes therein, other than
impairment losses and foreign currency differences on debt instruments, are recognised in other
comprehensive income and accumulated in the investment revaluation reserve. When these assets are
derecognised, the gain or loss accumulated in equity is reclassified to profit or loss.

(iv) Non-derivative financial liabilities - Measurement
A financial liability is classified as at fair value through profit or loss if it is classified as held-for-trading
or is designated as such on initial recognition. Directly attributable transaction costs are recognised
in profit or loss as incurred. Financial liabilities at fair value through profit or loss are measured at fair
value and changes therein, including any interest expense, are recognised in profit or loss.

Other non-derivative financial liabilities are initially measured at fair value less any directly attributable
transaction costs. Subsequent to initial recognition, these liabilities are measured at amortised cost
using the effective interest method.
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5. Significant Accounting Policies (continued)
(¢) Financial instruments (continued)

(v) Offselling
Financial assets and liabilities are offset and the net amount presented in the statement of financial
position when, and only when, the Group has a current legally enforceable right to offset the
recognised amounts and intends either to settle on a net basis or to realise the asset and settle the
liability simultaneously.

Income and expenses are presented on a net basis only when permitted under IFRS, or for gains and
losses arising from a group of similar transactions such as in the Group’s trading activities.

(vi) Amortised cost measurement
The amortised cost of a financial asset or liability is the amount at which the financial asset or liability is
measured at initial recognition, minus principal repayments, plus or minus the cumulative amortisation
using the effective interest method, of any difference between the initial amount recognised and the
maturity amount, minus any reduction for impairment.

(vii) Fair value measurement
‘Fair value’ is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date in the principal or, in its absence, the
most advantageous market to which the Group has access at that date. The fair value of a liability reflects
its non-performance risk.

When available, the Group measures the fair value of an instrument using the quoted price in an active
market for that instrument. A market is regarded as active if transactions for the asset or liability take
place with sufficient frequency and volume to provide pricing information on an ongoing hasis.

If there is no quoted price in an active market, then the Group uses valuation techniques that maximize
the use of relevant observable inputs and minimize the use of unobservable inputs. The chosen
valuation technique incorporates all of the factors that market participants would take into account in
pricing a transaction.
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5. Significant Accounting Policies (continued)

(¢) Financial instruments (continued)

(vii) Fair value measurement (continued)

The best evidence of the fair value of a financial instrument at initial recognition is normally the
transaction price - i.e. the fair value of the consideration given or received. If the Group determines
that the fair value at initial recognition differs from the transaction price and the fair value is evidenced
neither by a quoted price in an active market for an identical asset or liability, nor based on a valuation
technique that uses only data from observable markets, then the financial instrument is initially
measured at fair value, adjusted to defer the difference between the fair value at initial recognition and
the transaction price. Subsequently, that difference is recognised in profit orloss on an appropriate basis
over the life of the instrument but no later than when the valuation is wholly supported by observable
market data or the transaction is closed out.

If an asset or a liability measured at fair value has a bid price and an ask price, then the Group measures
assets and long positions at a bid price and liabilities and short positions at an ask price.

The Group recognises transfers between levels of the fair value hierarchy as of the end of the reporting
period during which the change has occurred.

(viii) Designation at fair value through profit or loss
The Group has designated financial assets and financial liabilities at fair value through profit or loss in
either of the following circumstances:

- The assets or liabilities are managed, evaluated and reported internally on a fair value basis.

-The designation eliminates or significantly reduces an accounting mismatch that would
otherwise arise.

Note 6 sets out the amount of each class of financial asset or financial liability that has been designated
al fair value through profit or loss. A description of the basis for each designation is set out in the Note
for the relevant asset or liability class.
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5. Significant Accounting Policies (continued)

(d) Changes in estimales

During 2017, the Group conducted a review of the depreciation method and useful lives of all of its
property, plant and equipment. As a result, the remaining useful lives of most of the property, plant
and equipment increased (whilst some remained constant) and its estimated residual value decreased.
Additionally, the depreciation method was changed from reducing balance method to straight-
line method for all assets, except land and buildings. These changes in estimate were made to more
accurately reflect an equal and consistent cost of fixed asset usage each year, and to reassess the useful
lives of all machinery and equipment based on a technical evaluation of each asset. In accordance with
IAS 8, the change in estimate is accounted for by adjusting the depreciation in the current and future
periods. The effects of these changes on actual and expected depreciation expense were included in
‘cost of goods sold’ and ‘administrative expenses’ as follows:

2017 2018
$’000 $'000

Increase in depreciation expense:
Cost of goods sold 10,703 14,044
Administrative expenses 967 1,268
11,670 15,312

(¢) Property, plant and equipment
@) Recognition and measurement
Items of property, plant and equipment, other than land and buildings, are measured al cost less
accumulated depreciation and any accumulated impairment losses.

Land and buildings are measured at revalued amountless accumulated depreciation on buildings.

Land and buildings are revalued by qualified independent experts every five years and gains and
losses are treated as follows:

- Gains are recorded in the revaluation reserve except where a gain directly offsets previous
losses, in which case the gain is recognised in profit or loss to the extent that it offsets previous
losses. Any additional gains are recognised within the revaluation reserve.

- Losses are recognised directly in profit or loss excepl Lo the extent that a loss offsets previous
gains, in which case the loss is recognised against the revaluation reserve to the extent that it
offsets previous gains. Any additional loss is recognised in profit or loss.

N
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5. Significant Accounting Policies (continued)

(¢) Property, plant and equipment (continued)
(i)  Recognition and measurement (continued)
If significant parts of an item of property, plant and equipment have different useful lives, then
they are accounted for as separate items (major components) of property, plant and equipment.

Any gain or loss on disposal of an item of property, plant and equipment is recognised in profit
orloss.

(@ii)  Subsequent expenditure
Subsequent expenditure is capitalised only when it is probable that the future economic benefits
associated with the expenditure will flow to the Group.

@iii)  Depreciation
Depreciation is calculated to write off the cost of items of property, plant and equipment less
their estimated residual values using the straight-line method over their estimated useful lives,
and is recognised in profit or loss.

Significant components of individual assels are assessed and if a component has a useful life that
is different from the remainder of that asset, that component is depreciated separately.

Land is not depreciated.

Leased assets are depreciated over the shorter of the lease term and their useful lives unless it is
reasonably certain that the Group will obtain ownership by the end of the lease term.

The estimated useful lives for the current and comparative years which informed depreciation
rates are as follows:

2017 2016
Buildings 10 - 50 years 25 - 50 years
Plant, machinery and equipment 5 - 50 years 3 - 15 years
Casks and pallets 6 years 6 years

Depreciation methods, useful lives and residual values are reviewed at each reporting date and
adjusted if appropriate.
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5. Significant Accounting Policies (continued)

(f) Intangible assels
(i)  Research and development
Expenditure on research activities is recognised in profit or loss as incurred.

Development expenditure is capitalised only if the expenditure can be measured reliably, the
product or process is technically and commercially feasible, future economic benefits are
probable, and the Group intends to and has sufficient resources to complete development and to
use or sell the asset. Otherwise, it is recognised in profit or loss as incurred. Subsequent to initial
recognition, development expenditure is measured at cost less accumulated amortisation and
any accumulated impairment losses.

(ii)  Other intangible assels
Other intangible assets, including customer relationships, patents and trademarks, which
are acquired by the Group and have finite useful lives, are measured at cost less accumulated
amortisation and any accumulated impairment losses.

@iii)  Subsequent expenditure
Subsequent expenditure is capitalised only when it increases the future economic benefits
embodied in the specific asset to which it relates. All other expenditure, including expenditure
on internally generated goodwill and brands, is recognised in profit or loss as incurred.

(iv) Amorlisalion
Amortisation is calculated to write off the cost of intangible assets less their estimated residual
values using the straight-line method over their estimated useful lives, and is generally

recognised in profit or loss. Goodwill is not amortised.

Amortisation methods, useful lives and residual values are reviewed at each reporting date and
adjusted if appropriate.

The Group currently has no intangible assets.
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5. Significant Accounting Policies (continued)

(g) Invenlories
Inventories are measured at the lower of cost and net realisable value. The cost of inventories is based on
average cosl, and includes expenditure incurred in acquiring the inventories, production or conversion
costs, and other costs incurred in bringing them to their existing location and condition. In the case
of manufactured inventories and work in progress, cost includes an appropriate share of production
overheads based on normal operating capacity.

Conversion costs include losses sustained in the alcohol aging process for the conversion of current
distillate to aged distillate, as inventory is prepared for further blending and processing.

Net realisable value is the estimated selling price in the ordinary course of business, less the estimated
costs of completion and estimated costs necessary to make the sale.

(h) Impairment
(i)  Non-derivalive financial assels
Financial assets not classified as at fair value through profit or loss, including any interest in
equity-accounted investees, are assessed at each reporting date to determine whether there is
objective evidence of impairment.

Objective evidence that financial assets are impaired includes:
- default or delinquency by a debtor
- restructuring of an amount due to the Group on terms that the Group
would not otherwise consider
- indications that a debtor or issuer will enter bankruptcy
- adverse changes in the payment status of borrowers or issuers
- the disappearance of an active market for a security because of financial difficulties
- observable data indicating that there is a measurable decrease in expected
cash flows from a group of financial assets.

For an investment in an equity securily, objective evidence of impairment includes a significant

or prolonged decline in its fair value below its cost. The Group considers a decline of 20% to be
significant and a period of nine months to be prolonged.

00
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5. Significant Accounting Policies (continued)

(h) Impairment (continued)
(i)  Non-derivative financial assets (continued)

Financial assets measured al amortised cost

The Group considers evidence of impairment for these assets at both an individual asset and
a collective level. All individually significant assels are individually assessed for impairment.
Those found not to be impaired are then collectively assessed for any impairment that has
been incurred but not yet individually identified. Assets that are not individually significant are
collectively assessed for impairment. Collective assessment is carried out by grouping together
assets with similar risk characteristics.

In assessing collective impairment, the Group uses historical information on the timing of
recoveries and the amount of loss incurred, and makes an adjustment if current economic and
credit conditions are such that the actual losses are likely to be greater or lesser than suggested
by historical trends.

An impairment loss is calculated as the difference between an asset’s carrying amount and
the present value of the estimated future cash flows discounted at the asset’s original effective
interest rate. Losses are recognised in profit or loss and reflected in an allowance account.

When the Group considers that there are no realistic prospects of recovery of the asset, the
relevant amounts are written off. If the amount of impairment loss subsequently decreases
and the decrease can be related objectively to an event occurring after the impairment was
recognised, then the previously recognised impairment loss is reversed through profit or loss.

01
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5. Significant Accounting Policies (continued)

(h) Impairment (continued)
(i)  Non-derivative financial assets (continued)

Available-for-sale financial assets

Impairment losses on available-for-sale financial assets are recognised by reclassifying the
losses accumulated in the fair value reserve to profit or loss. The amount reclassified is the
difference between the acquisition cost (net of any principal repayment and amortisation) and
the current fair value, less any impairment loss previously recognised in profit or loss. If the fair
value of an impaired available-for-sale debt security subsequently increases and the increase
can be related objectively to an event occurring after the impairment loss was recognised, then
the impairment loss is reversed through profit or loss. Impairment losses recognised in profit or
loss for an investment in an equity instrument classified as available-for-sale are not reversed
through profit or loss.

Equity-accounted investees

An impairment loss in respect of an equily-accounted investee is measured by comparing the
recoverable amount of the investmentwith its carrying amount. An impairmentloss is recognised
in profit or loss, and is reversed if there has been a favourable change in the estimates used to
determine the recoverable amount.

(ii)  Non-financial assels
At each reporting date, the Group reviews the carrying amounts of its non-financial assets (other
than biological assets, investment property, inventories and deferred tax assets) to determine
whether there is any indication of impairment. If any such indication exists, then the assel’s
recoverable amount is estimated. Goodwill is tested annually for impairment.

For impairment testing, assels are grouped together into the smallest group of assets that
generates cash inflows from continuing use that are largely independent of the cash inflows
of other assets (referred to cash generating units or CGUs). Goodwill arising from a business
combination is allocated to CGUs or groups of CGUs that are expected to benefit from the
synergies of the combination.
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5. Significant Accounting Policies (continued)

(h) Impairment (continued)
(i)  Non-financial assels (continued)
The recoverable amount of an asset or CGU is the greater of its value in use and its fair value less
costs to sell. Value in use is based on the estimated future cash flows, discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset or CGU.

An impairment loss is recognised if the carrying amount of an asset or CGU exceeds its
recoverable amount.

Impairment losses are recognised in profit or loss. They are allocated first to reduce the carrying
amount of any goodwill allocated to the CGU, and then to reduce the carrying amounts of the
other assets in the CGU on a pro-rata basis.

An impairment loss in respect of goodwill is not reversed. For other assets, an impairment loss is
reversed only to the extent that the assel’s carrying amount does not exceed the carrying amount
that would have been determined, net of depreciation or amortisation, if no impairment loss had
been recognised.

(i) Cash and cash equivalents
Cash comprise cash on hand and demand deposits. Cash equivalents are short term, highly liquid
investments that are readily convertible to known amounts of cash and that are subject to an insignificant
risk of changes in value.

(j) Assets held-for-sale
Non-current assets, or disposal groups comprising assets and liabilities, are classified as held-for-
sale if it is highly probable that they will be recovered primarily through sale rather than through
continuing use.

On initial recognition, such assets, or disposal groups, are generally measured at the lower of their
carrying amount and fair value less costs to sell. Subsequent measurement would be at fair value subject
to alimit on the amount of any gain that can be recognized as a result of an increase in fair value less cost
to sell before disposal. Any impairment loss on a disposal group is allocated first to goodwill, and then
to the remaining assets and liabilities on a pro-rata basis, except that no loss is allocated to inventories,
financial assets, deferred tax assets, employee benefit assets, investment property or biological assets,
which continue to be measured in accordance with the Group’s other accounting policies.
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5. Significant Accounting Policies (continued)

(j) Assets held-for-sale (continued)
Impairment losses on initial classification as held-for-sale or held-for-distribution and subsequent
gains and losses on re-measurement are recognised in profit or loss. Once classified as held-for-sale,
intangible assets and property, plant and equipment are no longer amortised or depreciated, and any
equity-accounted investee is no longer equity accounted.

(k) Employee benefits
Retirement benefits for employees are provided by defined benefit schemes. The Group operates two
defined benefit schemes, one trustee-administered and the other self-administered. The assets of the
trustee-administered scheme are held in a consolidated fund and the plan is funded by contributions
from the Group and its employees. The self-administered scheme is funded entirely by the Group
out of cash resources, with no underlying assets. Both schemes are subject to annual valuations by
independent qualified actuaries.

@) Defined contribution plans
Obligations for contributions to defined contribution plans are expensed as the related service is
provided. Prepaid contributions are recognised as an asset to the extent that a cash refund or a
reduction in future payments is available. The Group currently has a defined contribution plan
for post-retirement medical benefits.

(ii)  Defined benefit plans
The Group’s net obligation in respect of defined benefit plans is calculated separately for each
plan by estimating the amount of future benefit that employees have earned in the current and
prior periods, discounting that amount, and deducting the fair value of any plan assets.

The calculation of defined benefit obligations is performed annually by a qualified actuary using
the projected unit credit method. When the calculation results in a potential asset for the Group,
the recognised asset is limited to the present value of economic benefits available in the form of
any future refunds from the plan or reductions in future contributions to the plan. To calculate
the present value of economic benefits, consideration is given to any applicable minimum
funding requirements.
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5. Significant Accounting Policies (continued)

(k) Employee benefits (continued)
(i)  Defined benefit plans (continued)

Re-measurements of the net defined benefit liability, which comprise actuarial gains and losses,
the return on plan assets (excluding interest) and the effect of the asset ceiling (if any, excluding
interest), are recognised immediately in other comprehensive income. The Group determines
the net interest expense or income on the net defined benefit asset or liability for the period, by
applying the discount rate used to measure the defined benefit obligation at the beginning of
the annual period, to the net defined benefit asset or liability, taking into account any changes
in the net defined benefit asset or liability during the period resulting from contributions and
benefit payments.

Net interest expense and other expenses related to defined benefit plans are recognised in
profit or loss.

When the benefits of a plan are changed or when a plan is curtailed, the resulting change in
benefit that relates to past service or the gain orloss on curtailment is recognised immediately in
profit or loss. The Group recognises gains and losses on the settlement of a defined benefit plan
when the settlement occurs.

@iii)  Short term employee benefits
Short term employee benefits are expensed as the related service is provided. A liability is
recognised for the amount expected to be paid if the Group has a present legal or constructive
obligation to pay this amount as a result of past service provided by the employee, and the
obligation can be estimated reliably.
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5. Significant Accounting Policies (continued)

(I) Provisions
Aprovision is recognised if, as aresult of a past event, the Group has a presentlegal or constructive
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits
will be required to settle the obligation. Provisions are determined by discounting the expected
future cash flows at a pre-tax rate that reflects current market assessments of the time value of
money and the risks specific to the liability. The unwinding of the discount is recognised as a
finance cost.

(m) Revenue
@) Sale of goods
Revenue is recognised when persuasive evidence exists, usually in the form of an executed sales
agreement, that the significant risks and rewards of ownership have been transferred to the
customer, recovery of the consideration is probable, the associated costs and possible return of
goods can be estimated reliably, there is no continuing management involvement with the goods,
and the amount of revenue can be measured reliably.

Revenue from the sale of goods in the course of ordinary activities is measured at the fair value
of the consideration received or receivable, net of excise taxes, returns, trade discounts and
volume rebates.

If it is probable that discounts will be granted and the amount can be measured reliably, then the
discount is recognised as a reduction of revenue as the sales are recognised. The timing of the
transfer of risks and rewards varies depending on the individual terms of the sales agreement.

(n) Leases
(i)  Leased assels
Leases of property, plant and equipment that transfer to the Group substantially all of the risks
and rewards of ownership are classified as finance leases. The leased assets are measured initially
at an amount equal to the lower of their fair value and the present value of the minimum lease
payments. Subsequent to initial recognition, the assets are accounted for in accordance with the
accounting policy applicable to that asset.
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5. Significant Accounting Policies (continued)

(n) Leases (conlinued)
(i)  Leased assels
Assets held under other leases are classified as operating leases and are not recognised in the
Group’s consolidated statement of financial position.

(ii)  Lease paymenls
Payments made under operating leases are recognised in profit or loss on a straight-line basis
over the term of the lease. Lease incentives received are recognised as an integral part of the total
lease expense, over the term of the lease.

Minimum lease payments made under finance leases are apportioned between the finance
expense and the reduction of the outstanding liability. The finance expense is allocated to
each period during the lease term so as to produce a constant periodic rate of interest on the
remaining balance of the liability.

(0) Finance income, finance costs and dividend income
The Group’s finance income and finance costs include:
- interest income
- interest expense
- dividend income

Interest income or expense is recognised using the effective interest method. Dividend income is
recognised in profit or loss on the date that the Group’s right to receive payment is established.

(p) Taxation
Income tax expense comprises current and deferred tax. It is recognised in profit or loss except to the
extent that it relates to a business combination, or items are recognised directly in equity or in other
comprehensive income.

Current tax comprises the expected tax payable or receivable on the taxable income or loss for the year,
and any adjustment to tax payable or receivable in respect of previous years. The amount of current tax
payable or receivable is the best estimate of the tax amount expected to be paid or received that reflects
uncertainty related to income taxes, if any. It is measured using tax rates enacted or substantively
enacted at the reporting date. Current tax also includes any tax arising from dividends. Current tax
assets and liabilities are offset only if certain criteria are met.
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5. Significant Accounting Policies (continued)
(p) Taxation (continued)

Deferred tax
Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred
tax is not recognised for:
- temporary differences on the initial recognition of assets or liabilities in a transaction that is not a
business combination and that affects neither accounting nor taxable profit or loss:

- lemporary differences related to investments in subsidiaries, associates and joint arrangements to
the extent that the Group is able to control the timing of the reversal of the temporary differences
and it is probable that they will not reverse in the foreseeable future; and

- taxable temporary differences arising on the initial recognition of goodwill.

Deferred tax assets are recognised for unused tax losses, unused tax credits and deductible temporary
differences to the extent that it is probable that future taxable profits will be available against which they
can be used. Future taxable profits are determined based on business plans for individual subsidiaries
in the Group and the reversal of temporary differences. Deferred tax assets are reviewed al each
reporting date and are reduced to the extent that it is no longer probable that the related tax benefit
will be realised; such reductions are reversed when the probability of future taxable profits improves.

Unrecognised deferred tax assets are reassessed at each reporting date and recognised to the extent
that it has become probable that future taxable profits will be available against which they can be used.

Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when
they reverse, using tax rates enacted or substantively enacted at the reporting date.
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5. Significant Accounting Policies (continued)
(p) Taxation (continued)
The measurement of deferred tax reflects the tax consequences that would follow from the manner in
which the Group expects, at the reporting date, to recover or settle the carrying amount of its assets
and liabilities. For this purpose, the carrying amount of investment property measured at fair value is
presumed to be recovered through sale, and the Group has not rebutted this presumption.

Deferred tax assets and liabilities are offset only if certain criteria are met.

(q) Segment reporting
Segment results that are reported to the Chief Executive Officer, Executive Management team, and
those charged with Governance include items directly attributable to a segment as well as those that can
be allocated on a reasonable basis. Unallocated items comprise assets and liabilities, finance costs and
income, other income and expenses, dividend income, impairment charges, foreign exchange gains and
losses, legal claim expense and tax expenses and income.

(r) Share capital
Ordinary shares
Incremental costs directly attributable to the issue of ordinary shares are recognised as a deduction
from equity. Income tax relating to transaction costs of an equity transaction are accounted for in
accordance with IAS 12 Income Tax.
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5. Significant Accounting Policies (continued)

(s) New and forthcoming standards and inlerprelations
(i) New standards, amendments and interpretations adopted by the Group
Several new standards are effective for annual periods beginning on or after January 1, 2017 and
earlier adoption is permitted. The Group has assessed these standards and has adopted those
which are relevant to its financial statements.

« Disclosure Initiative (Amendment to IAS 7, Statement of Cash Flows)
Disclosure amendment is effective for annual periods beginning on or after January 1, 2017 with
early adoption permitted. The disclosures enable users of the financial statements to evaluate
changes in liabilities arising from financing activities, including both changes arising from cash
and non-cash changes.

« Recognition of Deferred Tax Assels for Unrealised Losses (Amendment to IAS 12, Income Taxes)

Deferred Tax Assets amendments are effective for annual periods beginning on or after January
1, 2017 with early adoption permitted. The amendments clarify the following:

- The existence of a deductible temporary difference depends solely on a comparison of the
carrying amount of an asset and its tax base at the end of the reporting period, and is not
affected by possible future changes in the carrying amount or expected manner of recovery
of the asset.

- A deferred tax asset can be recognised if the future bottom line of the tax return is expected
to be aloss, if certain conditions are met.

- Future taxable profits used to establish whether a deferred tax can be recognised should be
the amount calculated before the effect of reversing temporary differences.

- An entity can assume that it will recover an asset for more than its carrying amount if there
is sufficient evidence that it is probable that the entity will achieve this.

- Deductible temporary differences related to unrealised losses should be assessed on a
combined basis for recognition unless a tax law restricts the use of losses to deductions
against income of a specific type.



ANGOSTURA HOLDINGS LIMITED
ANNUAL REPORT 2017

Notes to the Consolidated Financial Statements

December 31, 2017

Financial Statements

5. Significant Accounting Policies (continued)

(s) New and forthcoming standards and interpretations (continued)
(i)  New standards, amendments and interpretations not yet adopted
Certain new, revised and amended standards and interpretations have been issued which are
not yet effective for the reporting periods beginning on or after January 1, 2018 and which the
Group has not early-adopted. The Group has assessed the relevance of all such new standards,
amendments and interpretations with respect to the Group’s operations and has determined
that the following are likely to have an effect on the consolidated financial statements:

« IFRS 2, Classification and Measurement Shared-based payment Transactions, amendments are
effective for annual periods beginning on or after January 1, 2018. The amendments to IFRS 2,
cover three accounting areas as follows:

« Cash-settled share-based payments are measured using the same approach as for equity-
settled share-based payments i.e. the modified grant date method. The new requirements
do not change the cumulative amount of expense that is ultimately recognised, because the
total consideration for a cash-settled share-based payments is still equal to the cash paid on
settlement.

« For classification purposes, an exception is made for a share-based payment transaction with
employees to be accounted for as equity-settled if:

- the terms of the arrangement permit or require a company to settle the transaction net by
withholding a specified portion of equity instruments to meet the statutory tax withholding

requirement and;

- the entire share-based payment transaction would otherwise be classified as equity-settled
if there were no net settlement feature.

« The approach in accounting for a modification of a share-based payment from cash-settled to
equily-settled.

The new requirements could affect the classification and/or measurement of these arrangements
and potentially the timing and amount of expense recognised for new and outstanding awards.

The amendments are not expected to impact the Group’s consolidated financial statements.



ANGOSTURA HOLDINGS LIMITED
ANNUAL REPORT 2017

Notes to the Consolidated Financial Statements

December 31, 2017

Financial Statements
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(s) New and forthcoming standards and interpretations (continued)
(ii) New standards, amendments and interpretations not yet adopted
« IFRS 9, Financial Instruments, which is effective for annual reporting periods beginning on or
after January 1, 2018, replaces the existing guidance in IAS 39 Financial Instruments: Recognition
and Measurement.

Financial Assets - Classification

IFRS 9 Financial Instruments sets out requirements for recognising and measuring financial
assels, financial liabilities and some contracts to buy or sell non-financial items. This standard
replaces IAS 39 Financial Instruments: Recognition and Measurement.

IFRS 9 contains three principal classification categories for financial assels: measured at
amortized cost, FVOCI and FVTPL. The standard eliminates the existing IAS 39 categories of held
to maturity, loans and receivables and available for sale.

Under IFRS 9, derivatives embedded in contracts where the host is a financial asset in the scope
of the standard are never bifurcated. Instead, the hybrid financial instrument as a whole is
assessed for classification.

Financial Assets - Impairment
IFRS 9 replaces the ‘incurred loss’ model in IAS 39 with a forward-looking ‘expected credit loss’
(ECL) model. This will require considerable judgement about how changes in economic factors

affect ECLs, which will be determined on a probability-weighted basis.

The new impairment model will apply to financial assets as trade receivables. Under IFRS o, loss
allowances will be measured on either of the following bases:

- 12-month ECLs: these are ECLs that result from possible default events within the 12 months
after the reporting date; and

- lifetime ECLs: these are ECLs that result from all possible default events over the expected
life of a financial instrument.

N
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5. Significant Accounting Policies (continued)

(s) New and forthcoming standards and interpretations (continued)
(i)  New standards, amendments and interpretations not yet adopted
IFRS 9, Financial Instruments (continued)

Lifetime ECL measurement applies if the credit risk of a financial asset at the reporting date has
increased significantly since initial recognition and 12-month ECL measurement applies if it has
not. An entity may determine that a financial asset’s credit risk has not increased significantly if
the asset has low credit risk at the reporting date. However, lifetime ECL measurement always
applies for trade receivables and contract assets without a significant financing component; the
Group has chosen to apply this policy also for trade receivables. The following analysis provides
further detail about this estimated impact at January 1, 2018.

Trade and other receivables
The estimated ECLs were calculated based on actual creditloss experience for a historical period
of one year. The Group performed an initial calculation of ECL rates separately for corporates

and individuals.

The following table provides information about the estimated exposure to credit risk and ECLs
for trade and other receivables, as at January 1, 2018.

Established Expected Estimated
Gross Credit Loss
Carrying Loss Rate Allowance

Amount
$'000s $'000s
Current (not past due) 114,043 1% 702
1-30 days past due 22,534 2% 495
31-60 days past due 2,851 7% 212
61-90 days past due 1,304 9% 124
More than 9o days past due 22.354 53% 11.739
Total 163.176 13.272

X
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5. Significant Accounting Policies (continued)

(s) New and forthcoming standards and interpretations (continued)
(i)  New standards, amendments and interpretations not yet adopted
IFRS 9, Financial Instruments (continued)

Financial Liabilities - Classification

IFRS 9 largely retains the existing requirements in IAS 39 for the classification of financial
liabilities. However, under IAS 39 all fair value changes of liabilities designated as at FVTPL
are recognised in profit or loss, whereas under IFRS 9 these fair value changes are generally
presented as follows:

- The amount of change in the fair value that is attributable to changes in the credit risk of the
liability is presented in OCI; and

- The remaining amount of change in the fair value is presented in profit or loss.

- The Group has not designated any financial liabilities at FVTPL and it has no current intention
to do so. The Group’s assessment did not indicate any material impact regarding the classification
of financial liabilities at January 1, 2018.

IFRS 9 will require extensive new disclosures, in particular about, credit risk and ECLs. The
Group’s initial assessment included an analysis to identify data gaps against current processes
and the Group is in the process of implementing the system and controls changes that it believes
will be necessary to capture the required data.

The Group will take advantage of the exemption allowing it not to restate comparative information
for prior periods with respect to classification and measurement (including impairment)
changes. Differences in the carrying amounts of financial assets and financial liabilities resulting
from the adoption of IFRS 9 will generally be recognised in retained earnings and reserves as at
January 1, 2018.
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5. Significant Accounting Policies (continued)

(s) New and forthcoming standards and interpretations (continued)
(ii) New standards, amendments and interpretations not yet adopted
D IFRS 15, Revenue from Conlracts with Customers

The Group is required to adopt IFRS 15 Revenue from Contracts with Customers from January
1, 2018. The Group has assessed the estimated impact that the initial application of IFRS 15 will
have on its consolidated financial statements. The impact of the adoption of these standards on
the Group’s entity as at January 1, 2018 will be assessed during the subsequent reporting period
ended December 31, 2018, where the Group will present its first financial statements after having
fully implemented the new standard.

IFRS 15 establishes a comprehensive framework for determining whether, how much and when
revenue is recognised. It replaces existing revenue recognition guidance, including IAS 18
Revenue, IAS 11 Construction Contracts and IFRIC 13 Customer Loyalty programs.

Status of Management’s Understanding/Implementation of IFRS 15

With IFRS 15 becoming effective January 1, 2018, the Group is currently in the process of
understanding and interpreting the impact on the business’ operations and its application
to the Financial Statements, by assessing the nature of all contracts (formal and implied), the
performance obligation of each customer’s contract, the transaction price allocated per contract
and how/when revenue is recognised from the satisfaction of a performance obligation within
each contract.

Five-Step Model

The Group will apply the five-step model to determine the nature, timing and amount of
revenue to be recognised, as revenue is recognised at a point in time when control of the goods
is transferred to the customer.

1. Identify the contract(s) with the customer:
The Group has various contracts, both formal and implied, which generate various
revenue streams, including the following:

¢ Revenue from Local Sales including retail sales at Solera

¢«  Revenue from International Sales to customers and distributors in the Caribbean,
North America, Canada, Latin America and the EMEAA (Europe, Middle East, Asia
and Africa) Region

o Revenue from Co-Pack Manufacturing agreements for the manufacture and sale of bulk
blends made to the customers’ specification

e  Revenue related to the production and supply of Angostura Lemon, Lime Bitters® (LLB)
Flavour Concentrate

Q
U



ANGOSTURA HOLDINGS LIMITED
ANNUAL REPORT 2017

Notes to the Consolidated Financial Statements

December 31, 2017

Financial Statements

5. Significant Accounting Policies (continued)

(s) New and forthcoming standards and interpretations (continued)
(i)  New standards, amendments and interpretations not yet adopted

Each contract whether formal or implied, identifies each party’s rights regarding the transfer of
goods, payment terms and expected future cash flows required for the exchange of goods and
services.

2. Identify the performance obligations in the contract:

The Group has identified the performance obligations of each contract to be the promised goods
based on the specific sale. These performance obligations are usually satisfied at a point in
time (as opposed to over time), when the Group transfers the promised goods to the customer,
whereby control is transferred as the customer obtains the asset transferred.

3. Determine the transaction price:

For each revenue stream, the Group determines the transaction price, which is the amount of
consideration exchanged by the customer in return for the promised goods.

4. Allocate the transaction price to the performance obligations in the contract:

As denoted above, the selling price may vary based on a customer type or customer contract,
however this standalone selling price is determined at the inception of the contract, and is
specific to the performance obligation.

5. Recognise revenue as/when the entity satisfies the performance obligation:

Once the contract, performance obligation and transaction price have been determined, the

Group will recognise revenue when the performance obligation to the customer is fulfilled, there
is an exchange of consideration, and control is passed from the Group to the customer.



ANGOSTURA HOLDINGS LIMITED
ANNUAL REPORT 2017

Notes to the Consolidated Financial Statements

December 31, 2017

Financial Statements

5. Significant Accounting Policies (continued)

(s) New and forthcoming standards and interpretations (continued)
(i)  New standards, amendments and interpretations not yet adopted (continued)
. IFRS 15, Revenue from Contracts with Customers (continued)

Loyalty program and Returns

The Group has aloyalty program for its retail business, Solera, and under IFRS 15, consideration
will be allocated between the loyalty program and the products sold based on relative standalone
selling prices. As a consequence, a lower proportion of the consideration will be allocated to the
loyalty program and therefore less revenue is likely to be deferred. The Group allows customers
to return goods for quality reasons, however to date these are not significant. Customer returns
will be recorded as required by IFRS 15.

Transition

The Group plans to adopt IFRS 15 using the cumulative effect method, with the effect of initially
applying this standard recognised at the date of initial application, January 1, 2018. As a result, the
Group will not apply the requirements of IFRS 15 Lo the comparative period presented.

. IFRS 16, Leases, which is effective for annual reporting periods beginning on or after January 1,
2019, eliminates the current dual accounting model for lessees, which distinguishes between on-
balance sheet finance leases and off-balance sheet operating leases. Instead, there is a single, on-
balance sheet accounting model that is similar to current finance lease accounting. Companies
will be required to bring all major leases on-balance sheet, recognising new assets and liabilities.
The on-balance sheet liability will attract interest; the total lease expense will be higher in the
early years of alease even if a lease has fixed regular rental expenses. Optional lessee exemption
will apply to short-term leases and for low-value items to be assessed by the Group.

Lessor accounting remains similar to current practice as the lessor will continue to classify
leases as finance and operating leases.

Early adoption of IFRS 16, Leases is permitted if IFRS 15, Revenue from Contracts with Customers
is also early adopted.

The Group is assessing the impact that this amendment will have on its consolidated
financial statements.

R
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6. Determination of Fair Values

A number of the Group’s accounting policies and disclosures require the determination of fair value,
for both financial and non-financial assets and liabilities. Fair values have been determined for
measurement and/or disclosure purposes based on the methods described below. Where applicable,
further information about the assumptions made in determining fair values is disclosed in the notes
specific to that asset or liability.

a) Fair value measurement

@) Property, plant and equipment

The fair value of property, plant and equipment is the estimated amount for which property could
be exchanged on the acquisition date between a willing buyer and a willing seller in an arm’s length
transaction after proper marketing, wherein the parties had each acted knowledgeably. The fair value
of items of property is based on the market approach and cost approaches using quoted market prices
for similar items when available and depreciated replacement cost when appropriate. Depreciated
replacement cost reflects adjustments for physical deterioration as well as functional and economic
obsolescence.

@)  Available-for-sale assels

The fair values of investments in equity and debt securities are determined with reference to their
quoted closing bid price at the measurement date, or if unquoted, determined using a valuation
technique. Valuation techniques employed include market multiples and discounted cash flow analysis
using expected future cash flows and a market-related discount rate. Subsequent to initial recognition,
the fair values of held-to-maturity investments are determined for disclosure purposes only.

(iii)  Assels held-for-sale

The fair value of assets held-for-sale is determined by market valuations performed by independent
experts, where all significant inputs of the valuation technique are directly or indirectly observable from
market data.
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6. Determination of Fair Values (continued)
b) Valuation models
The Group’s accounting policy on fair value measurements is discussed in accounting policy 5(c) (vii)
and (viii).

The Group measures fair values using the following fair value hierarchy that reflects the significance of
the inputs used in making the measurements.

Level 1: Quoted market price (unadjusted) in an active market for an identical instrument.

Level 2: Valuation techniques based on observable inputs, either directly (i.e. prices) or indirectly (i.e.
derived from prices). This category includes instruments valued using: quoted market prices in active
markets for similar instruments; quoted prices for identical or similar instruments in markets that are
considered less than active; or other valuation techniques where all significant inputs are directly or
indirectly observable from market data.

Level 3:Valuation techniques using significantunobservable inputs. This categoryincludes allinstruments
where the valuation technique includes inputs not based on observable data and the unobservable
inputs have a significant effect on the instrument’s valuation. This category includes instruments that
are valued based on quoted prices for similar instruments where significant unobservable adjustments
or assumptions are required to reflect differences between the instruments.

¢) Financial instruments measured at fair value - fair value hierarchy
Atyear end, the following financial instruments were measured at fair value.

Level 1 Level 2 Level 3 Fair Value
$°000 $'000 $'000 $°000
2017
Available-for-sale assels - - 108 108
Short term investments - 216,682 - 216,682
2016
Available-for-sale assets 1 - 108 109
Short term investments - 98,513 - 98,513
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The table below is an analysis of financial instruments not measured at fair value at the reporting date

by the level in the fair value hierarchy into which the fair value measurement is categorised.

As at December 31, 2017
Trade receivables
Trade and other payables

Borrowings

As at December 31, 2016
Trade receivables
Trade and other payables

Borrowings

Level 1

$'000

Level 2

$'000

166,138
73,404

20,000

180,166

65,497

30,000

Level 3

$'000

Fair Value

$'000

166,138
73,404

20,000

180,166

605,497

30,000

Total
Carrying
Amount

$'000

166,138
73,404

20,000

180,166

65,497

30,000

The fair value of borrowings is estimated using discounted cash flow techniques, applying the rates that

are offered for debt securities of similar maturities and terms. The repayment date for borrowings is

April 6, 2018.

Non-financial instruments measured at fair value

The Group’s freehold land and buildings were last revalued on December 31, 2014 by Linden Scott &

Associates Limited, and revaluations are done every five years in accordance of the Group’s policy, or

more [requently if there are any indicators of significant volatility in the market. The valuation surveyors

used the market approach to determine the values of land and buildings respectively.

This basis of valuation was used due to the specialised nature of the properties, derived from the

exigencies of the operations. The surplus thus arising was credited to revaluation surplus in equity.

8o
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6. Determination of Fair Values (continued)

¢) Non-financial instruments measured at fair value (continued)

Fair value measurements as al December 31, 2017 using:

Quoted prices
in active Significant
markets other Significant
for identical observable unobservable
assets inputs inputs
(Level 1) (Level 2) (Level 3)
$'000 $'000 $’000
Recurring fair value
measurements
Land and buildings - - 188,154
Fair value Fair
Fair as al value
value January 1, Depreciation/ carried
hierarchy 2017 Additions impairment Transfers Adjustments forward
$’000 $000 $’000 $000 $000 $000
Land and -
buildings Level 3 189,827 99 (2,170) 4,188 - 191,944
Fair value measurements as at December 31, 2016 using:
Quoted prices
in active Significant
markets other Significant
for identical observable unobservable
assets inputs inputs
(Level 1) (Level 2) (Level 3)
$'000 $'000 $’000
Recurring fair value
measurements
Land and buildings - - 189,827
Fair value Fair
Fair as at value
value January 1, Depreciation/ carried
hierarchy 2017 Additions impairment Transfers Adjustments forward
$’000 $000 $000 $000 $000 $000
Land and _
buildings Level 3 189,681 663 (1,817) 1,009 (609) 189,827
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6. Determination of Fair Values (continued)
¢) Non-financial instruments measured at fair value (continued)
There were no transfers between levels 1 and 2 during the year.
Transfers between levels 2 and 3
The Group’s management annually reviews the latest valuations performed by the independent valuator

for financial reporting purposes.

At each financial year end, the finance department:

. verifies all major inputs to the independent valuation report;
. assesses property valuation movements when compared to the most recent valuation report;
. holds discussions with the independent valuator.

The Group recognises transfers between levels of the fair value hierarchy at the end of the reporting
period during which the change has occurred.

The main level 3 inputs used by the Group are derived and evaluated as follows:

Land:

The direct comparable method was used. In using this method, evidence of arm’s length open market
transactions of similar lands are analysed and the results applied to the subject lands after taking into
consideration appropriate adjustments for location, size and other relevant factors.

Buildings:

Buildings are valued using the depreciated replacement cost method. Under this method the gross
replacement cost of the buildings and other sites works are then estimated from which appropriate
deductions are then made to allow for the age, condition and obsolescence (economic and functional)
of the buildings in site works. The total net replacement cost is then added to the estimated value of the
land.

Inputs considered in the valuation:

(1) Most of the properties are located in an old and well-established industrial area located
immediately east of Port of Spain, and is well serviced by transportation routes and a pool of
both skilled and unskilled labour.
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6. Determination of Fair Values (continued)

¢) Non-financial instruments measured at fair value (continued)

Inputs considered in the valuation: (continued)

(i) Measurements and condition - The square footage of the site is taken into consideration in the
valuation. Based on the valuation, the building appears to be in good structural decorative repair.

If the freehold land and buildings were stated on the historical cost basis, the amounts would
be as follows:

2017 2016
$’000 $’000
Cost 560,652 554,004
Accumulated depreciation (237.415) (205,819)
Net book amount 329,237 348,245
2017 2016
$’000 000
Depreciation expense is included in profit
or loss as follows:
Amount included in cost of goods sold 16,561 11,610
Amount included in administrative expenses 12,017 4,107

29,478

15,717
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7. Financial Risk Management

Risk Management Framework

The Executive Management has set up a Risk Management Committee (RMC) to institute a formal
Enterprise Risk Management (ERM) program Lo ensure that key risks are actively and continuously
identified, managed, monitored and reported. The aim is to establish a risk management culture and
communicate the importance of risk management activities to all staff, and specify the responsibilities
and accountability for risk management throughout operations. Input is obtained from all key
stakeholders including management, those charged with Governance, legal counsel, internal and
external auditors.

The Risk Management Committee also considers the emergence of new risks, and operational
management is required to report on such risks and assist in the development of mitigating strategies
to address them. The Risk Management Committee is guided by the Group’s Risk Leader.

The Group’s Audit Committee oversees how management monitors compliance with the Group’s
policies and procedures. The Group’s Audit Committee is assisted in its oversight role by Internal Audit.
Internal Audit undertakes both regular and ad hoc reviews of controls and procedures, the results of
which are reported to the Audit Committee.

As part of the overall risk management process, the Risk Management Committee has reviewed the
activities of the Group in consideration of its natural and commercial operating environments and has
identified the major risks faced by the Group.

In order to better focus the risk management efforts, risks have been classified into the following major
categories and assessed on the basis of residual exposure after consideration of the level of management
and control activities designed and implemented to specifically mitigate against them:

- Financial and reporting
- Operational

- Compliance

- Strategic

The inherent risk levels (defined by their potential impact, and likelihood of occurrence in the absence
of controls) are compared to management control levels to determine the appropriate risk response
specifically, whether risks should be monitored or accepted or conversely, whether controls should be
monitored or improved.
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7. Financial Risk Management (continued)
Risk Managemenl Framework (conlinued)

The Risk Management Committee manages and updates the Risk Register which details for each core
functional area, the major risks identified, key drivers and metrics related to each risk, risk owner (with
direct responsibility for managing the risk), the response adopted, type and frequency of monitoring,
and action plan for implementation of the documented risk response.

Updates to the Risk Register are performed at least twice per year by functional areas to ensure that
documented risks and related ratings, responses and actions plans are relevant in the context of
the Group’s operations. The Group’s insurance structures are influenced by the findings of the risk
management reviews. The Group’s risk management methodology are underpinned by the principles
of ISO 31000: 2009 Risk Management, with certain elements of the COSO Enterprise Risk Management-
Integrated Framework also adopted.

The risk management process is dynamic and requires ongoing review and revision to enable the Group
Lo maintain a position of strength in relation to inherent and residual risks. The process is continuously
refined in response to environmental changes from both a natural and operating perspective.

Operational Risk Management

The Group has exposure to the following risks from its use of financial instruments:
- credit risk

- liquidity risk

- capital risk.

This Note presents information about the Group’s exposure to each of the above risks, the
Group’s objectives, policies and processes for measuring and managing risk, and the Group’s
management of capital. Further quantitative disclosures are included throughout these consolidated
financial statements.

(a)  Credit risk
Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial
instrument fails to meet its contractual obligations, and arises principally from the Group’s
receivables from customers.

The carrying amount of financial assets represents the maximum credit exposure.
The Group’s exposure to credit risk is influenced mainly by the individual characteristics of each
customer and/or distributor. However, management also considers factors which may influence

the credit risk of its customer base, including the default risk of the industry and country in
which customers operate.
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7. Financial Risk Management (continued)
Operational Risk Management

(a)  Credit risk (continued)

The Group has identified certain concentrations of credit risk related to the geographic
dispersion of export customers. It has instituted policies and procedures to ensure that
credit sales are made to customers with an appropriate credit history. The Group’s Credit
Committee continues to enforce its credit policy under which each new customer is analysed
for creditworthiness before the Group’s standard payment and delivery terms and conditions
are offered. The Group’s review includes external ratings when available, and in some cases
bank references. Sales limits are established for each customer/distributor and are reviewed
on an ongoing basis. Any sales exceeding those limits require approval in accordance with the
credit approval hierarchy as set out in the Group’s credit policy. Customers that fail to meet the
Group’s benchmark creditworthiness may transact with the Group only on a cash or advance
payment basis.

For the purpose of credit risk assessment, customers are segregated into categories and reviews
take account of the specific trading relationship of each category of debtor with the Group.
Credit risk assessment presents significant implications for two major categories of debtors:
trade receivables and related party receivables.

Trade receivables — Management assesses the creditworthiness of major trade customers
on an ongoing basis and revises credit limits based on the findings of analyses performed.
Discretionary allowances are made for individual customers where temporary breaches in credit
limits are deemed acceptable. Eligible local customers who trade in high volumes may benefit
from adjustments to their credit terms at the year-end.

The Group is closely monitoring the economic environment internationally in various markets
and is taking actions to limit its exposure to customers in countries experiencing economic
volatility. Measures adopted in relation to high risk customers include the establishment of
standby letters of credit for certain sales, and requirement for advance payments from certain
customers in regions where availability of currency is challenging.

Credit risk with banks and financial institutions is managed through the purchase and sale of
foreign currency, transfer of balances between financial institutions to take advantage of interest
rates, investment in short term, easily convertible, liquid assets and maintenance of flexible lines
of credit. The Group’s policy on short term investments is that underlying instruments must
comprise Trinidad and Tobago Government bonds with bonds held directly by the Group. Where
qualifying underlying assets are unavailable, the Group can consider other low risk products
such as mutual funds.
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7. Financial Risk Management (continued)

Operational Risk Management (conlinued)

(a) Credit risk (continued)

The Group maintains banking relationships with prominent local and foreign banks with a
proven history of stability and corporate resilience. The financial results of banking institutions
are monitored by Management and frequent liaison with representatives of banks ensures early
warnings are received if banks encounter the risk of financial or operational difficulties.

Related party receivables — Trade with related parties occurs on terms comparable with those
offered to third parties. Significant transactions falling outside the scope of regular trade require
approval by the Board of Directors. Transactions undertaken with related parties are monitored
during the year to ensure agreement of balances by relevant parties.

The table below shows the carrying values at the reporting date of major categories of debtors
and financial institutions.

2017 20160
$°000 $'000

Trade receivables:
Third party - net (Note 15) 163,156 176,898
Related party - net (Note 33 (iv)) 2,082 3,268
166,138 180,166
Short-term investments (Note 16) 216,682 08,513
382,820 278,679

The Group establishes an allowance for impairment that represents its estimate of incurred
losses in respect of trade and other receivables. Unimpaired amounts that are past due by
more than 30 days are considered collectible in full, based on historical payment behaviour and
extensive analysis of customer credit risk, including underlying customers’ credit ratings where
available. Information on the exposures to credit risk is provided in Note 15.
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7. Financial Risk Management (continued)
Operational Risk Management (contlinued)

(b) Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations
associated with its financial liabilities that are settled by delivering cash or another financial
asset. The Group’s approach to managing liquidity is to ensure, as far as possible, that it will
always have sufficient liquidity to meet its liabilities when due, under both normal and stressed
conditions, without incurring unacceptable losses or risking damage to the Group’s reputation.
Due to the dynamic nature of the underlying businesses, the Group aims to maintain flexibility
in funding by keeping committed credit lines available.

The Group uses activity-based standard costing to cost its products and services, which
assists it in monitoring cash flow requirements and optimizing its cash return on investments.
Typically, the Group ensures that it has sufficient cash on hand to meet expected working capital
requirements and operational expenses including the servicing of financial obligations; this
excludes the potential impact of extreme circumstances that cannot reasonably be predicted,
such as natural disasters. Information on the maturity profile of significant contractual
obligations is provided in Notes 20 and 22.

(¢  Market risk
Market risk is the risk that changes in market prices, such as foreign exchange rates, interest
rates and equity prices will affect the Group’s income or the value of its holdings of financial
instruments. The objective of market risk management is to manage and control market risk
exposures within acceptable parameters, while optimising the return to the Group.

(i)  Currency risk
The Group operates internationally and is exposed to foreign exchange currency risk
arising from various currency exposures, primarily with respect to the US dollar, Euro
and Pound Sterling. Foreign exchange risk arises from future commercial transactions
and recognised assets and liabilities.

As at the year end all debt carried by the Group was held in the functional currency
of the Group and as such, no currency exposure was noted in respect of borrowings.

The Group considers revenue and receivables in US dollars to be the greatest source of
currency risk, especially where customers are domiciled in non-US territories. Sales
to EMEAA countries are invoiced in US dollars as is the case for all export customers.
The primary mitigating factor against currency exposure from sales and receivables is
the Group’s US dollar denominated purchases and payables. The Group is a nel earner
of US dollars. Information on the exposures to currency risk is provided in Note 15.
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7. Financial Risk Management (continued)
Operational Risk Management (contlinued)

() Market risk (continued)
(i)  Price risk
The Group does not have a policy for managing price risk arising from the investments
held in foreign currencies. No significant price risk in respect of such investments has
been identified at the year-end since all investments in foreign currencies have been
fair valued and foreign operations are not significant to the Group.

(iii) Inlerest rale risk
The Group has significant interest-bearing liabilities in the form of revolving term
borrowings. There are no significant interest-bearing assets. Revolving term
borrowings at variable rates expose the Group to interest rate risk.

Differences in contractual re-pricing or maturity dates and changes in interest rates
expose the Group to interest rate risk. The Group’s exposure to interest rate risks on
its financial liabilities are disclosed in Note 20.

The Group analyses its interest rate exposure on a dynamic basis. Various scenarios
are simulated taking into consideration refinancing, renewal of existing positions and
alternative financing. Based on these scenarios, the Group calculates the impact on
profit and loss of a defined interest rate shift. For each simulation, the interest rate
shift is determined based on expected market movements and anticipated changes
arising from ongoing negotiations. The scenarios are run only for liabilities that
represent major interest-bearing positions.

The Group assesses its interest burden and ranks its debt from high to low in relation
to the demands placed on working capital for servicing. High interest facilities and
facilities denominated in volatile currencies are considered first for refinancing,
followed by lower interest rate borrowings and borrowings denominated in stable
currencies or the functional currency of the Group.
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7. Financial Risk Management (continued)

Operational Risk Management (contlinued)

(d)  Capital risk
The Group’s policy is to maintain a strong capital base to ensure investor, creditor and market
confidence, and to sustain future development of the business. Management monitors the return
on capital as well as the level of dividends to ordinary shareholders. The Board of Directors seeks
to maintain a balance between the higher returns that might be possible with higher levels of
borrowings, and the advantages and security afforded by a sound capital position.

In managing capital, the Group aims to safeguard its going concern status; provide returns for
shareholders and benefits for other stakeholders; and maintain an optimal structure to reduce
the cost of capital. In order to maintain or adjust the capital structure, the Group may adjust the
amount of dividends paid to shareholders, return capital to shareholders, issue new shares or
sell assets to reduce debt.

8. Segment Information
Management has determined the operating segments based on the reports reviewed by Executive Management

to make strategic decisions.

The segment results for the year ended December 31, 2017 are as follows:

Branded Commodity

Trade Trade Total

$’000 $’000 $’000
Revenue 537,071 38,128 575:199
Results from operaling aclivilies 165,877 (7,016) 158,861
Finance cost (844)
Finance income 2,342
Results from continuing operations 160,359
Other (expense)/income (6,625)
Dividend income 90
Foreign exchange gains 308
Legal expense -
Group profit before tax 154,222
Tax expense (43,115)
Profit for the year 111,107

The assets and liabilities of the Group are not allocated by segment.

90



ANGOSTURA HOLDINGS LIMITED
ANNUAL REPORT 2017

Notes to the Consolidated Financial Statements

December 31, 2017

Financial Statements

8. Segmenl Information (continued)

The segment results for the year ended December 31, 2016 are as follows:

Branded Commodity

Trade Trade Total

$’000 $’000 $’000
Revenue 507,540 112,929 620,469
Results from operaling aclivities 163,082 0,000 172,082
Finance cost (1,181)
Finance income 642
Results from continuing operations 172,443
Other (expense)/income 1,888
Dividend income 220
Foreign exchange gains 12,802
Legal expense (15.948)
Group profit before tax 171,405
Tax expense (49.448)
Profit for the year 121,957

The assets and liabilities of the Group are not allocated by segment.

Segments are aggregated based on product nature, as this quality has been assessed as having the greatest impact
on trading criteria. Specifically, the following characteristics of trade are influenced by the nature of products:

- Geographical location of customer

- Type of customer

- Extent of marketing investment

- Treatment of selling and logistics expenses.

Branded trade refers to products that carry specific differentiating characteristics, which make them unique
to the Group and distinguishable from competitor products. These products are marketed in accordance with
approved brand plans. Commodity trade refers to products that possess characteristics which can reasonably be
altained by comparable producers in the spirits industry.
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December 31, 2017
Cost or revaluation
Balance as at January 1
Additions

Transfers

Disposals
Adjustments

Revaluation

Balance as at December 31

Accumulated depreciation
Balance as at January 1
Depreciation charge
Disposals

Adjustments

Balance as at December 31

At December 31, 2017

Cost or valuation

Accumulated depreciation

Net book value

Financial Statements

Plant,

Land Machinery & Casks & Assels in
Buildings Equipment Pallets Progress Total
$'000 $'000 $'000 $'000 $'000
200,190 304,041 47,230 10,204 501,065
99 6,796 2,214 1,593 10,702
4,189 5,863 - (10,052) -
- (1,253) (760) (650) (2,6003)
- (716) - - (716)
- 881 - - 881
204,478 315,612 48,0684 1,095 569,869
(10,363) (161,060) (32.838) - (204,2607)
(2,880) (22,218) (4.380) - (29.478)
710 200 668 - 1,677
(12,533) (182,085) (36.550) - (232,068)
204,478 315,612 48,684 1,095 569,869
(12,533) (182,985) (36.550) - (232.008)
191,945 132,627 12,134 1,095 337.801

Plant, equipment and machinery include artwork. The net book value of property, plant and equipment,

excluding fair value adjustment for land and buildings, is $329,237 thousand (2016: $348,245 thousand).
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9. Property, Plant and Equipment (continued)

Plant,
Land Machinery & Casks & Assels in
Buildings Equipment Pallets Progress Total
$'000 $'000 $'000 $'000 $'000

December 31, 2016
Cost or revaluation
Balance as at January 1 108,227 313,024 44,125 0,702 565,078
Additions 663 6,443 4,308 2,978 14,392
Transfers 1,909 480 - (2,389) -
Disposals - (16,589) (1,203) 87) (17.879)
Adjustments (600) 83 - - (526)
Balance as at December 31 200,190 304,041 47,230 10,204 561,665
Accumulated depreciation
Balance as at January 1 (8,546) (166,596) (30,898) - (206,040)
Depreciation charge (1.817) (10,904) (2,996) - (15,717)
Disposals - 16,434 1,056 - 17,490
Balance as at December 31 (10,363) (161,060) (32,838) - (204,267)
Al December 31, 2016
Cost or valuation 200,190 304,041 47,230 10,204 501,665
Accumulated depreciation (10,363) (161,066) (32,838) - (204,267)
Net book value 189,827 142,975 14,392 10,204 357,398

Plant, equipment and machinery include artwork. The net book value of property, plant and equipment,
excluding fair value adjustment for land and buildings, is $348,245 thousand (2015: $353,983 thousand).

The Group’s land and buildings are subject to revaluation every five years and were last revalued on
December 31, 2014 by qualified independent experts. Valuations were done based on market value.
Revaluation surpluses and losses were recognised within ‘revaluation surpluses’ in other reserves (Note
19) or ‘other expenses’ in profit or loss, as described in Note 5(e)(i).
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10. Available-for-Sale Assets

2017 2016

$°000 $'000

Balance at January 1 108 109
Available-for-sale assets include the following:

Listed equity securities — English speaking Caribbean - 1

Unlisted securities 108 108

Balance at December 31 108 109

1. Investment in Joint Venture

Company Country of incorporation Percentage Owned

2017 2016

Tobago Plantations Limited Trinidad and Tobago 50% 60%

The carrying value of the joint venture operation was reduced to nil in 2007 when the Group’s share of the
operating losses incurred by the joint venture surpassed the carrying value of the investment. This position has
not since reversed and the accumulated losses still exceed the value of the investment. It is the Group’s policy Lo
recognise a share of losses only to the extent of its investment in the joint venture operation.

12. Retirement Benefit Net Asset and Defined Benefit Obligation
The Group’s pension fund plan is funded by the Group and employees. The lump sum arrangement and unfunded
pension benefit obligation plan are funded by the Group. The funding requirements are based on the pension

fund’s actuarial measurement performed by an independent qualified actuary.

The plan exposes the Group to actuarial risks such as longevily risk, currency risk, interest rate risk and
market risk.
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12. Retirement Benefit Net Asset and Defined Benefit Obligation (continued)

Consolidated Statement of Financial Position

The amounts recognised in the consolidated statement of financial position are represented by:

2017 20160

$'000 $'000

Fair value of plan assets (Note 12 (i) 349,003 348,680
Present value of defined benefit obligation (Note 12 (i)) (293,869) (284,694)
Nel defined benefit asset 55,104 63,986

This approved pension plan will provide/provides pension payments to the current and former employees

of the Group.
Lump sum benefit obligation (Note 12 (ii)) (274) (380)
Unfunded pension benefit obligation (Note 12 (ii)) (8,524) (8.,863)
Net defined benefit liability (8,798) (9,243)

The lump sum plan provides a lump sum benefit to employees based on service. The unfunded pension plan
provides pension payments to certain former employees. Both these plans are serviced by the Group.
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i. Movement in defined benefit net assel
Pension
Net Defined
Defined Benefit Fair Value of Benefit Asset/
Obligation Plan Assels (Liability)
2017 2016 2017 2016 2017 2016
(284,6094)  (285,676) 348,680 353237 603,986 69,561
Included in profit and loss
Current service cost (10,065)  (11,624) - - (10,065)  (11,624)
Interest cost (income) (15,308)  (13.993) 19,094 17,754 3,786 3,761
Administrative expenses - - (283) (295) (283) (295)
(25373 (25.617) 18,811 17459 (6,562) (8,158)
Included in other comprehensive income
Remeasurement (gain) loss:
- Actuarial (gain) loss arising from
« financial assumptions - 21,986 - - - 21,986
« experience adjustments 6,338 (3,622) - - 6,338 (3,622)
- Return on plan assets excluding
interest income - - (15,619)  (24,002) (15,619)  (24,002)
6338 18304 (15,6100 (24,002 (0287  (5,638)
Other
Contributions paid by employer
and members (3,022) (3,524) 10,073 11,745 7,051 8,221
Benefits paid 12,882 1,759 (12,882) (11,759) - -
0.860 8,235 (2,8009) (14) 7,051 8,221
Balance as at December 31 (293.869) (284,604) 349,063 348,680 55,104 63,986
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12. Retirement Benefit Net Asset and Defined Benefit Obligation (continued)

ii. Movement in defined benefit liability

Balance as at January 1

Included in profit and loss
Current service cost
Past service cost

Interest cost (income)

Included in other comprehensive income
Remeasurement (gain) loss:

Actuarial (gain) loss arising from

« financial assumptions

« experience adjustments

Other

Benefits paid

Balance as at December 31

Defined Benefit Obligation Plans

Lump sum Unfunded Pension Total
Plan Plan Liability

2017 2016 2017 2016 2017 2016
$°000 $°000 $°000 $'000 $°000 $°000
(380) (11  (8.863) (7.728) (0,243 (8.919)
@ (14) - - @ (14)

- - - (1790) - (1790)
(14) (35) (456) (447) (470) (482)
(18) (49) (450) (2,237) (474)  (2.286)
- 4 - 271 - 275

- (128) (358) (345) (358) (473)

- (124) (358) (74) (358) (198)
124 084 1,153 1,176 1,277 2,160
124 084 1,153 1,176 1,277 2,160
(274) (80)  (8524) (8863 (8798  (9.243)
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12. Retirement Benefit Net Asset and Defined Benefit Obligation (continued)

iii.  Summary of principal actuarial assumplions as al December 31 for the Defined

Benefit Net Asset
Pension Plan
2017 2016
Discount rate 5.5% 5.5%
Average individual salary increase 4.5% 4.5%
Future pension increases 0.0% 0.0%

Assumptions regarding future mortality rates are based on the published mortality tables.

The life expectancies underlying the value of the defined benefit obligation as at December 31
are as follows:

2017 2016
Life expectancy at age 60 for current pensioner in years:
- Male 21.8 21.8
- Female 25.6 25.6
Life expectancy at age 60 for current members age 40 in years:
- Male 21.8 21.8
- Female 25.6 25.6
2017 2016

Summary of principal actuarial assumpltions as at December 31 for the Defined Benefil
Obligation Plans

2017 2016
Discount rate 5.5% 5.5%

The discount rate relates to both the lump sum and unfunded pension plan.
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12. Retirement Benefit Net Asset and Defined Benefit Obligation (continued)

Pension Plan

2017 2016
iv. Asset allocation
Insured managed fund contract 346,286 345,764
Immediate annuity policies 2,777 2,916

349,003 348,680
The value of the Plan’s investment in the managed fund contract at December 31, 2017 was
provided by the insurer Colonial Life Insurance Company (CLICO).

The Plan’s assets are mostly invested in an insured managed fund contract with CLICO. The
value of this policy is reliant on the financial strength of CLICO.

2017 2016
% %

Plan assets are comprised as follows:
Equity 18.3 26.0
Debt securities 60.7 58.5
Other (short-term securities) 21.0 15.5

In 2017, none of the managed fund asset was invested in the Group’s ordinary shares
(2016: NIL).

v. Sensilivily Analysis Benefil Nel Assel

The calculation of the defined benefit obligation is sensitive to the assumptions used. The
following table summarises how the defined benefit obligation as at December 31, 2017 would
have changed as a result of a change in the assumptions used.

Pension Plan

1% pa 1% pa
Decrease Decrease

$°000 $'000
Discount rate 47,003 (37.484)

Future salary increases (12,557) 14,484

An increase of 1year in the assumed life expectancies shown above would increase the
defined benefit obligation at the year-end by $3,933 thousand (2016: $3.732 thousand).
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12. Retirement Benefit Net Asset and Defined Benefit Obligation (continued)

Sensitivily Analysis Defined Benefit Obligation

The calculation of the defined benefit obligation is sensitive to the assumptions used. The
following table summarises how the defined benefit obligation as at December 31, 2017 would
have changed as a result of a change in the assumptions used

Lump Sum Plan

1% pa 1% pa
Decrease Decrease

$’000 $’000
Discount rate 5 (5)

The sensitivity was calculated by re-calculating the defined benefit obligation using the
revised assumptions.

Unfunded Pension Plan

1% pa 1% pa
Decrease Decrease

$’000 $’000
Discount rate 517 (465)

Anincrease of 1 year in the assumed life expectancies shown above would increase the defined
benefit obligation at the year-end by $340 thousand (2016: $341 thousand).

vi. Funding

The Group meets the balance of the cost of funding the defined benefit plan and must pay
contributions as least equal to those paid by the members, which are fixed. The funding
requirements are based on the regular (at least every 3 years) actuarial valuations of the
Plan and the assumptions used to determine the funding required may differ from those
set out ahove.

The Group expects to pay the following in 2018:

$000
Pension Plan contribution 7,752
Lump Sum payments -
Medical Plan contribution 136
Unfunded Pension Plan 1,097

8,085
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2017 20160

$°000 $°000

13. Inventories

Raw and packaging materials 56,938 05,493
Work in progress 113,348 106,712
Finished goods 48,6041 45,338

218,927 217,543
Provision for obsolescence (3,776) (3.466)

215,151 214,077

14. Assets Held-for-Sale

Balance at January 1 2,056 3,439
Disposals (920) (1.383)
Balance at December 31 1,136 2,050

There were no impairment provisions on assets held-for-sale at the year-end (2016: NIL).

2017 2016

$’000 $'000

15. Trade and Other Receivables
Trade receivables 187,248 192,082
Provision for impairment of trade receivables (24,092)  (16,084)

163,150 176,808

Receivables from related parties — net (Note 33 (iv)) 2,082 3,268
Trade receivables - net 166,138 180,166
Prepayments and other receivables 1,823 0982

167,961 181,148
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15.

Trade and Other Receivables (continued)

There are no major concentrations of credit risk with respect to trade receivables as the Group has alarge number

of customers that are internationally dispersed.

The aging of trade and other receivables at the year-end was:

Gross

2017

$°000

Not past due 132,437
Past due o - 30 days 22,855
Past due 31 - 60 days 3,754
Past due 61 — 9o days 654
Past due 9o - 120 days 207
Past due more than 120 days 38,742
198,739

Impairment
2017

$'000

(30,778)

(30,778)

Gross
2016

$’000

119,310
32,593
10,857

7,937
1,031
32,190

203,918

Impairment
2016

$’000

(22,770)

(22,770)

As of December 31, 2017, trade and other receivables of $7,964 (2016: $9,420) were more than 120 days past
due but not impaired. This balance related to a number of third party customers for whom there was no
history of default and management held the opinion that these amounts were collectible. The ageing of

these receivables is as disclosed above.

Impaired trade and other receivables of $30,778 (2016: $22,770) relate primarily to wholesalers and retailers

that have defaulted on payments.

The carrying amounts of the Group’s trade and other receivables are denominated in the

following currencies:

United States dollar
Trinidad and Tobago dollar
Canadian dollar

Euro
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$’000
71,049
95.855

20

1,031

167,061

2016
$’000
67,679
112,539
20

904

181,148
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15.

Trade and Other Receivables (continued)

Exposure lo currency risk

The Group analyses the exposure of its major export receivables to fluctuations in the United States (US) dollar

exchange rate. The US dollar exchange rate has been assessed as presenting the greatest exposure Lo market risk

in the form of currency risk, since the majority of export sales are invoiced and collected in US dollars.

Year ended December 31, 2017
Currency TTD

USD 71,049

Year ended December 31, 2016
Currency TTD

USD 67,679

% of Trade
receivables

41%

% of Trade
receivables

35%

The management of foreign currency risk against exchange gap limits is further supplemented by
monitoring the sensitivity of the possible impact on net profits before tax and on equity of fluctuations

of the US dollar foreign exchange rate relative to the Trinidad and Tobago dollar.

The table below sets out the effect on the Group’s profit or loss and ‘Trade and other receivables’ of a shift
in the US dollar exchange rate against the Trinidad and Tobago dollar. For the purposes of the analysis, the
movement in the rate from January 1, 2017 to March 1, 2018 was assessed, and imputed as the sensitivity

range. The sensitivity was a 0.3% depreciation in the rate of exchange.

The analysis assumes that all other variables, in particular interest rates, remain constant.

2017

$’000

Net impact on profit or loss and trade and other receivables 213
Resulting % of trade and other receivables 42%
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15. Trade and Other Receivables (continued)

Movements during the year in the provision for impaired trade receivables were as follows:

2017 2016

$°000 $°000

At January 1 16,084 17,758
Write off against provision - (4,278)
Increase in provision 8,008 2,604
At December 31 24,002 16,084
Related party provision (Note 33(iv)) 6,686 6,686
Total provision for impaired trade and other receivables 30,778 22,770

The creation and release of provision for impaired receivables have been included in ‘selling and marketing
expenses’ in profit or loss. Amounts charged to the allowance account are generally written off when there
is no expectation of recovering additional cash. None of the classes within trade and other receivables
contain impaired assets other than as disclosed above.

The maximum exposure to credit risk at the reporting date is the fair value of each class of receivable
mentioned above. None of the trade and other receivables of the Group are pledged as collateral for
borrowings (2016: NIL).

2017 2016
$°000 $°000
16. Short-Term Investments

Balance at January 1 08,513 29,297
Additions 283,271 96,103
Redemptions (166,485) (20,204)
Interest capitalised 1,383 470
Foreign exchange gains - 1,937
Balance at December 31 216,682 98,513

Short term investments includes a TTD fixed deposit and repurchase agreements supported by the
US dollar bonds issued by the Government of the Republic of Trinidad and Tobago, Commonwealth of
Bahamas and the Government of Bermuda, with interest rates ranging from 1.25% - 1.75%.
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2017 2016

$°000 $°000

17. Cash and Cash Equivalents

Cash at bank and in hand 152,820 182,749

The Group had no material exposure to interest rate risk arising from cash and cash
equivalents held at the year-end.

18. Share Capital

2017 2016
Authorised (920) (1.383)
Number of ordinary shares in issue (000) 200,277 200,277
Treasury shares (000) (457) (457)

205,820 205,820

Issued and fully paid
Ordinary shares ($°000) 119,369 119,369
Treasury shares ($'000) (811) (811)

118,558 118,558

Issued and fully paid up shares comprise 206,277 thousand (2016: 206,277 thousand) ordinary
shares of no par value.

19. Other Reserves

Revaluation Capital
Surplus  Reserves Total
$'000 $'000 $’000
Balance at January 1, 2017 91,069 8,846 99,915
Revaluation of artwork - 881 881
Balance at December 31, 2017 91,069 9,727 100,796
Balance at January 1, 2016 and December 31, 2016 91,069 8,846 09,915

Capital reserves represent general reserves as well as accumulated net revaluation gains held
on land, buildings and artwork.
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2017

$°000

20. Borrowings

Unsecured borrowings 20,000

The Group’s borrowings comprise amounts drawn against trade revolver facilities.

20160

$°000

30,000

The trade revolver is subject to floating interest, payable quarterly and reset every six (6)

months. Principal payments are due six (6) months after each drawdown.

The effective interest rates on debt servicing for the year were as follows:

2017
Type of borrowing
Unsecured borrowings 2.68%

The carrying amounts of the Group’s borrowings are denominated in the following
currencies:

2017
$’000

Trinidad and Tobago dollar 20,000

Interest rate risk

The exposure of the Group’s borrowings to interest rate changes and the contractual

re-pricing dates at the reporting date are as follows:
2017
$'000
Six (6) months or less 20,000

None of the Group’s borrowings were subject to fixed interest rates (2016: $NIL)

Liquidity risk
2017
$°000
The undiscounted contractual cash flows are as follows:
Due in six (6) months 20,269

Undiscounted cash flows include estimated interest payments.

There were no loans from related parties at the year-end (2016: NIL).
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2016

2.4%

2016
$’000

30,000

2016
$000

30,000

2016

$’000

30,171
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21. Deferred Taxation

i. The movement in deferred tax assets and liabilities during the year is as follows:

Credited/
(Charged)
Lo Profit or Credit
2016 Loss 1o OCI 2017
$’000 $’000 $’000 $’000
Deferred tax liabilities

Accelerated tax depreciation (57.175) 1,794 - (55,381)
Pension asset (16,423) (388) 2,892 (13,919)
(73,598) 1,406 2,892 (69,300)

Charged

to Profit or Credit
2015 Loss to OCI 2016
$°000 $°000 $°000 $'000
Deferred tax liabilities
Accelerated tax depreciation (46,123) (11,052) - (57.175)
Pension asset (15,161) (2,721) 1,459 (16,423)
(61,284) (13.773) 1459 (73.598)
ii. The gross movement on the deferred tax account is as follows:

2017 2016
$ o000 $ o000
Balance at January 1 (73.598) (61,284)
Deferred tax credited/(charged) to profit or loss (Note 29) 1,406 (13,773
OCI 2,892 1,459
Balance at December 31 (69.300) (73.598)
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2017 2016
$'000 $'000
22. Trade and Other Payables

Trade payables 24,863 25,203
Amounts due to related parties (Note 33(vi)) 2,410 2,410
Provisions 8,200 4,769
Accruals 27,799 24,612
Other payables 10,132 8,503
73,404 65,497

Provisions comprise mainly the estimated selling and marketing costs of the Group at the
year-end.

Accruals comprise amounts due in respect of known obligations of the Group at the year-end. These include
statutory obligations, administrative and selling and marketing costs.

Other payables comprise amounts due in respect of statutory obligations and operating costs which are expected
to be incurred in the future.

The maturity profile of trade and other payables is stated below:

2017 2016
$’000 $’000
<1year 73,404 65.497

23. Results from Operating Aclivities

Included in results from operating activities are the following operating expense items:
2017 2016
$ 000 $ 000
Depreciation (Note 9) (29.478) (15.717)
Employee benefits (Note 31) (12331)  (121,974)
Operating lease payments (Note 32) (1,238) (2,307)
Research and development (352) (736
Repairs and maintenance (13,374) (12,173)
24. Finance Costs

Unsecured borrowings (844) (1,181)

The effective rates of interest on debt servicing for the year are included in Note 20.
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2017 2016
$'000 $'000
25. Other (Expenses)/Income
Loss on disposal of property, plant and equipment (941) (250)
Other (expense)/income (5,684) 2,138
(6,625) 1,888
26. Dividend Income
Dividend income 90 220
27. Foreign Exchange Gains
Foreign exchange gains 308 12,802

28. Legal Claim Expense
There was no legal claim expense for 2017. The prior year balance related to the settlement of a matter during
2016, for which an amount of $17,012 thousand was previously provided in 2015. The total claim was settled as
$32,960 thousand in 2016.

2017 2016
$'000 $'000

29. Taxation Expense
Current charge (44.521) (32.409)
Deferred tax credit/(expense) (Note 21(ii)) 1,406 13.773)

(43.115) (46,182)
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29. Taxation Expense (continued)
The tax on the Group’s profit before tax differs from that calculated at the statutory tax rate applicable to profits
of the Group companies as follows:

2017 2016

$’000 $’000

Profit before tax 154,222 168,139
Tax charge at statutory rate of 30%/25% 46,266 42,035
Non-deductible expenses 3,148 5,008
Tax effect on uplift (3.282) (4.967)
Income not subject to tax (27) (1,990)
Prior year over provision (2,990) (6,251)
Effect of change in tax rate - 12,257
43,115 46,182

30. Earnings per Share
Basic earnings per share is calculated by dividing the net profit attributable to equity holders of the Group by the
number of ordinary shares in issue during the year, excluding ordinary shares purchased by the Group and held
as treasury shares.

2017 2010

Profit attributable to equity holders of the Group ($°000) 111,107 121,957
Number of ordinary shares in issue (000) (Nole 18) 205,820 205,820
Basic and diluted earnings per share ($) 0.54 0.59
2017 2016

000 $'000

31. Employee Benefils

Wages, salaries and other benefits 112,316 119,755
Pension costs — defined benefit plans 15 2,219
112,331 121,974
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32. Leases
The Group has non-cancellable operating leases for vehicles and office space.

2017 2016
$ 000 $ 000
Expense for the year (1,238) (2,307)
Future minimum lease payments under these leases al December 31 are as follows:
Within 1 year 798 1,449
Between 2 and 5 years 482 1,119
1,280 2,568
33. Related Party Transaclions
The following transactions were carried out with related parties during the year:
2017 2016
$'000 $'000
i) Sales of goods and services
Sales of goods:
- Entities controlled by the Ultimate Parent 7,141 7,450
i) Purchases of goods and services
Purchases of goods:
- Entities controlled by the Ultimate Parent - 182
Purchases of services and interest charges:
- Entities controlled by the Ultimate Parent 11,925 11,050
11,925 12,132

The group purchases of services relates to group life, health and pension plans.
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2017 20160
$ 000 $ 000
33. Related Party Transaclions (contlinued)
iii) Key management compensation
Salaries and other shorl term employee benefits 10,220 11,166
Pension contributions 538 797
10,758 11,9603

Key management compensation includes salaries, incentives, medical contributions, non-cash benefits and
contributions to a savings plan and defined benefit pension plan (Note 12).

From time to time directors of the Group, or other related entities, may buy goods from the Group. These
purchases are on the same terms and conditions as those entered into by other company employees or customers.

2017 2016
$'000 $'000
iv) Year-end balances arising from sales/purchases of goods/services
Current receivables from related parties:
- Ultimate Parent 984,559 984,559
- Provision for impairment of receivable (984.559)  (984.559)

There were no movements in the provision related to the Group’s ultimate parent company receivable
during the year.

During 2017, negotiations continued between management of the Group and its parent company, with respect to
the settlement of the intercompany receivable. In July 2017, provisional liquidators were appointed to the parent
company, and management submitted the claim to the liquidators requesting settlement of the intercompany
receivable. As at year end and date of approval of these consolidated financial statements there were no indications
that the provision for impairment related to the receivable should be revised.
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2017 20160
$ 000 $ 000
33. Related Party Transactions (continued)
iv) Year-end balances arising from sales/purchases of goods/services (continued)
- Entities controlled by Ultimate Parent 8,952 0,238
- Provision for impairment of receivables (6,686) (6,686)
2,260 2,552
- Key Management 716 716
2,082 3,268
Analysis of movements in related party impairment provisions:
Opening balance 6,686 6,714
Amounts written off against provision - (28)
Closing provision 6,686 6,686
None of the balances are secured.
2017 2010
$'000 $'000
v) Loans to related parties
- Equity-accounted investees (4.989) (4.980)
- Provision for impairment of receivables (4.980) (4.980)
vi) Pavables and provisions in respect of related parties (Note 22)
- Ultimate Parent 2,410 2,410
vii) Other charges due lo related parties 1,378 1,438
- Entities controlled by Ultimate Parent 4,176 4,176
- Key management 5,554 5,014

34. Capilal Commitments
At the year-end, capital commitments amounted to $3,898 thousand (2016: $25,816 thousand).

35. Evenls after the Reporting Date
On March 27, 2018 the Board of Directors recommended a final dividend in respect of 2017 of 12¢ per share.
The total dividend recommended in respect of 2017 was 21¢ (2016: 30¢) per share.

There were no events occurring after the reporting date and before the date of approval of the consolidated
financial statements by the Board of Directors that require adjustment to or disclosure in the consolidated
financial statements.
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Republic of Trinidad and Tobago
The Companies Act, 1995
(Section 144)

1. Name of Company: ANGOSTURA HOLDINGS LIMITED. Company No. A-719(C)).

2. Particulars of Meeting: Thirty-Sixth Annual Meeting of the Company to be held on the 22nd day of June, 2018 at 10:00 a.m. at the

House of Angostura, Angostura Complex, Eastern Main Road, Laventille, Trinidad.

3. Solicitation: It is intended to vote the Proxy solicited hereby (unless the Shareholder directs otherwise) in favour of all

resolutions specified therein.

4. Any Director’s stalement submitted pursuant to Section 76 (2): No statement has been received from any Director pursuant to
Section 76 (2) of the Companies Act, 1995.

5. Any Auditor’s statement submitted pursuant to Section 171 (1): No statement has been received from the Auditors of the

Company pursuant to Section 171 (1) of the Companies Act, 1995.

6. Any Shareholder’s proposal submitted pursuant to Sections 116 (a) and 117 (2): No statement has been received from

Shareholder pursuant to Sections 116 (a) and 117 (2) of the Companies Act, 1995.

Date Name and Title Signature

25 April, 2018 Jennifer Frederick, Company Secretary q/ ‘lrf ‘;f - ff_
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Proxy Form

I[/We the undersigned, being a shareholder (s) of Angostura Holdings Limited, hereby appoint

or failing him/her, the Chairman of the meeting, as my proxy to vote for me and on my behalf at the Annual General Meeting of the

Company, to be held on the 22nd day of June 2018 at 10:00 am and any adjournment thereof.

ORDINARY BUSINESS

Item Resolution For Againsl

To receive, consider and approve the Report of the Directors, the Audited Financial
Resolution 1 Statements of the Company for the financial year ended 31st December 2017, together
with the report of the Auditors thereon.

Resolution 2 To approve a final dividend of $0.12 per share.

To appoint KPMG as auditors of the Company for the financial year ending 31st

Resolution 3 December 2018, and to authorise the Directors to fix their Remuneration thereon.

SIZNEA ThiS .oveveeeeeececeeeeeee e AAY OF 1eviceeeeeeeeee et 2018

SISNEM: ettt INAIIIE: .ottt ettt ettt e e et e v eae et e eeae et e eseesseasasasssseseseseseteseasanensens
AATESS: ettt et et ettt ettt e te e e e et e eteete et eeasebeessas bt etesesesesetessas st asa st et esetes s easeasbenteteeaseeteehsessesbenteeae et e eteetsenteenteteenseaseeraetes
Notes:

1. Proxies should be deposited at the registered office of the company not less than forty-eight (48) hours before the meeting.
2. In the case of a Corporation, this proxy should be under its common seal or under the hand of an officer or attorney
so authorized in that behalf.

3. In the case of joint holders, the signature of any one of them will suffice, but all names of all holders must be named.

Return to:

The Secretary

Angostura Holdings Limited
P.O. Box 62

Port of Spain

TRINIDAD AND TOBAGO
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Experts from Asia’'s 50 Best Bars, the Time Out Bar Awards, The Class Bar Awards,

Tales of the Cocktail, the Mixology and Australian Bartender Awards in addition to Drinks

International existing World's 50 Best Bars group have voted ANGOSTURA® bitters as the
Number 1 Selling Bitters and Number 1 Trending Bitters.
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