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Independent auditor's report

To the shareholders of CPF Denmark A/S

Opinion
We have audited the financial statements of CPF Denmark A/S for the financial year 1 January – 31
December 2018 comprising income statement, balance sheet, statement of changes in equity and notes,
including accounting policies. The financial statements are prepared in accordance with the Danish
Financial Statements Act.

In our opinion, the financial statements give a true and fair view of the Company's assets, liabilities and
financial position at 31 December 2018 and of the results of the Company's operations for the financial
year 1 January – 31 December 2018 in accordance with the Danish Financial Statements Act.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) and the additional
requirements applicable in Denmark. Our responsibilities under those standards and requirements are
further described in the "Auditor's responsibilities for the audit of the financial statements" section of our
report. We are independent of the Company in accordance with the International Ethics Standards Board
for Accountants' Code of Ethics for Professional Accountants (IESBA Code) and the additional
requirements applicable in Denmark, and we have fulfilled our other ethical responsibilities in accordance
with these rules and requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Management's responsibility for the financial statements
Management is responsible for the preparation of financial statements that give a true and fair view in
accordance with the Danish Financial Statements Act and for such internal control that Management
determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

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

Auditor's responsibilities for the audit of the financial statements
Our objectives are to obtain reasonable assurance as to whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor's 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 and the additional requirements in Denmark will always detect a
material misstatement when it exists. Misstatements may 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 made on the basis of these financial statements.

As part of an audit conducted in accordance with ISAs and the additional requirements applicable in
Denmark, we exercise professional judgement and maintain professional scepticism throughout the audit.
We also

— identify and assess the risks of material misstatement of the company 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.
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— 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 Company's internal control. 

— 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 in
preparing the financial statements and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on the Company's
ability to continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor's report to the related disclosures in the 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 auditor's report. However, future events or conditions may
cause the Company to cease to continue as a going concern. 

— evaluate the overall presentation, structure and contents of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in
a manner that gives a true and fair view. 

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.

Statement on the Management's review

Management is responsible for the Management's review.

Our opinion on the financial statements does not cover the Management's review, and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the Management's
review and, in doing so, consider whether the Management's review is materially inconsistent with the
financial statements or our knowledge obtained during the audit, or otherwise appears to be materially
misstated.

Moreover, it is our responsibility to consider whether the Management's review provides the information
required under the Danish Financial Statements Act.

Based on the work we have performed, we conclude that the Management's review is in accordance with
the financial statements and has been prepared in accordance with the requirements of the Danish
Financial Statements Act. We did not identify any material misstatement of the Management's review. 

Kolding, 16 May 2019
KPMG
Statsautoriseret Revisionspartnerselskab
CVR no. 25 57 81 98

Nikolaj Møller Hansen
State Authorised
Public Accountant
mne33220
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Financial highlights

DKK'000 2018 2017 2016 2015 2014

Key figures
Gross profit/loss 11,465 9,654 14,347 11,967 9,045
Ordinary operating

profit/loss 2,758 1,415 7,058 4,579 1,533
Profit/loss from financial

income and expenses 173 224 104 295 -177
Profit/loss for the year 2,380 1,406 5,701 3,829 970

Fixed assets 7,041 7,166 7,233 7,543 8,216
Total assets 119,060 143,403 125,033 140,162 121,749
Equity 16,151 14,474 15,918 12,132 8,303
Current liabilities 102,909 128,929 109,115 127,217 113,446

Ratios
Solvency ratio %13.5 %10.1 %12.7 %8.7 %6.8
Acid test %108.8 %105.7 %108.0 %103.6 %100.1

Average number of full-time
employees 11 10 9 9 9

Financial ratios are calculated in accordance with the guidelines "Recomendations & Ratios" issued by
the Danish Society of Financial Analysts. The financial ratios have been calculated as follows:

Solvency ratio Equity ex. non-controlling interests at year end x 100
Total equity and liabilities at year end

Acid test Current assets total x 100
Current liabilities
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Operating review

Principal activity
CPF Denmark A/S' principal activities are to trade in food, primarily chicken products from Thailand and
related products from within the CP Group of companies.

Events after the balance sheet date
No significant events materially affecting the assessment of the annual report have occurred after the
balance sheet date.

Development during the year
The Company has undergone a positive development in various business sectors with increasing sales in
ready meals across all markets at the top. The Swedish market has shown growth in foodservice, retail
and industrial areas of sales. 

Profit for the year of DKK 2,380 thousand is not in accordance with the expectations for the year.
Shortage or raw materials and shipments from group factories in Thailand caused a reduction in sales in
the first half of 2018 leading to overstocking in the second half of 2018. This further increased costs and
reduced revenue, which will continue into 2019.

The weak Swedish economy has been a source for concern throughout the year, leading to reduced
gross profit percentages. The Finnish foodservice business has not developed as expected due to a
continuous negative impact from NGOs as in previous years.

Outlook
Projections for raw material shipments from group factories indicate a positive development in
competitiveness and for sales and profit during the second half of 2019. Further increase in sales of
ready meals in Sweden and other new developing markets will generate higher profits in this area of
business. 

Strong focus on new products and new markets is key to further develop the business in the future,
fostering growth in sales and profit for 2019. Estimates for Q3-Q4 indicate further growth in markets
across Scandinavia and beyond.
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Income statement

DKK'000 Note 2018 2017

Gross profit 11,465 9,654

Staff costs 2 -8,582 -8,113

Depreciation, amortisation and impairment -125 -126

Operating profit 2,758 1,415

Income from equity investments in group entities 634 887

Financial expenses -461 -663

Profit before tax 2,931 1,639

Tax on profit for the year 3 -551 -233

Profit for the year 2,380 1,406
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Balance sheet

DKK'000 Note 31/12 2018 31/12 2017

ASSETS

Fixed assets

Property, plant and equipment 5

Land and buildings 2,957 3,061

Fixtures and fittings, tools and equipment 27 48

2,984 3,109

Investments 6

Investments in associates 4,057 4,057

Total fixed assets 7,041 7,166

Current assets

Inventories

Finished goods and goods for resale 63,314 87,447

Receivables

Trade receivables 20,301 18,852

Receivables from group entities 2,408 3,574

Receivables from associates 13,035 13,319

Other receivables 2,119 196

Deferred tax asset 7 42 53

Corporation tax 0 465

Prepayments 8 363 411

38,268 36,870

Cash at bank and in hand 10,437 11,920

Total current assets 112,019 136,237

TOTAL ASSETS 119,060 143,403
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Financial statements 1 January – 31 December

Balance sheet

DKK'000 Note 31/12 2018 31/12 2017

EQUITY AND LIABILITIES

Equity

Share capital 9 3,729 3,729

Retained earnings 12,422 10,745

Total equity 16,151 14,474

Liabilities

Current liabilities other than provisions

Banks, current liabilities 21,847 18,289

Trade payables 1,878 3,672

Payables to group entities 76,616 105,141

Corporation tax 10 0

Other payables 2,558 1,827

102,909 128,929

Total liabilities 102,909 128,929

TOTAL EQUITY AND LIABILITIES 119,060 143,403
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Financial statements 1 January – 31 December

Statement of changes in equity

DKK'000 Share capital
Retained
earnings Total

Equity at 1 January 2018 3,729 10,745 14,474

Transferred over the profit appropriation 0 2,380 2,380

Extraordinary dividends paid 0 -703 -703

Equity at 31 December 2018 3,729 12,422 16,151
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Financial statements 1 January – 31 December

Notes

1 Accounting policies

The annual report of CPF Denmark A/S for 2018 has been prepared in accordance with the provisions
applying to reporting class C medium-sized entities under the Danish Financial Statements Act.

The accounting policies used in the preparation of the financial statements are consistent with those of
last year.

Omission of cash flow statement

Pursuant to section 86(4) of the Danish Financial Statements Act, no cash flow statement has been
prepared. The Company's cash flows are included in the cash flow statement in the consolidated financial
statements of the parent company, Charoen Pokphand Foods Public Co., Ltd.

Foreign currency translation

On initial recognition, transactions denominated in foreign currencies are translated at the exchange
rates at the transaction date. Foreign exchange differences arising between the exchange rates at the
transaction date and the date of payment are recognised in the income statement as financial income or
financial expenses.

Receivables and payables and other monetary items denominated in foreign currencies are translated at
the exchange rates at the balance sheet date. The difference between the exchange rates at the balance
sheet date and the date at which the receivable or payable arose or was recognised in the latest financial
statements is recognised in the income statement as financial income or financial expenses.

Leases

Leases that do not transfer substantially all the risks and rewards incident to the ownership to the
Company are classified as operating leases. Payments relating to operating leases and any other leases
are recognised in the income statement over the term of the lease. The Company's aggregate obligations
relating to operating leases and other leases are disclosed under contingencies, etc.

Income statement

Gross Profit

Pursuant to Section 32 of the Danish Financial Statements Act, the Company has decided only to
disclose gross profit.

Revenue

Income from the sale of goods is recognised in revenue when delivery and transfer of risk to the buyer
have taken place, and the income may be measured reliably and is expected to be received. 

Revenue is measured at the fair value of the agreed consideration, excluding VAT and other indirect
taxes charged on behalf of third parties. All discounts granted are recognised in revenue.

Cost of goods sold

Cost of goods sold includes the consumables used in generating the year’s revenue.
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Financial statements 1 January – 31 December

Notes

1 Accounting policies (continued)

Other operating income

Other operating income comprises items secondary to the activities of the Company, including gains on
the disposal of property, plant and equipment.

Other external costs

Other external cost comprise the Company's ordinary activities, including expenses for sales, distribution
and administration.

Staff costs

Staff costs comprise salaries and wages, including holiday allowance, pension and other social security
costs, etc., to the Company's employees excluding refunds from public authorities.

Depreciation

Depreciation comprise the year's depreciation of property, plant and equipment.

Income from equity investments in associates

Dividends from investment in associate is recognised in the period when the dividend is declared.

Financial income and expenses

Financial income and expenses comprise interest income and expense, financial costs regarding finance
leases, gains and losses on securities, payables and transactions denominated in foreign currencies,
amortisation of financial assets and liabilities as well as surcharges and refunds under the on-account tax
scheme, etc.

Tax on profit/loss for the year

Tax for the year comprises current corporation tax for the year and changes in deferred tax, including
changes in tax rates. The tax expense relating to the profit/loss for the year is recognised in the income
statement, and the tax expense relating to amounts directly recognised in equity is recognised directly in
equity.

Balance sheet

Property, plant and equipment

Land and buildings, plant and machinery and fixtures and fittings, tools and equipment are measured at
cost less accumulated depreciation.

Cost comprises the purchase price and any costs directly attributable to the acquisition until the date on
which the asset is available for use. Indirect production overheads and borrowing costs are not
recognised in cost. 
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Financial statements 1 January – 31 December

Notes

1 Accounting policies (continued)

Where individual components of an item of property, plant and equipment have different useful lives, they
are accounted for as separate items, which are depreciated separately.

The depreciable amount, which is calculated as cost less any projected residual values after the end of
the useful life, is depreciated on a straight-line basis over the estimated useful life. The estimated useful
lives are as follows:

Buildings 25 years
Fixtures and fittings, tools and equipment 3-5 years

Land is not depreciated.

The useful life and residual value are reassessed annually. Changes are treated as accounting
estimates, and the effect on depreciation is recognised prospectively.

Gains and losses on the disposal of property, plant and equipment are stated as the difference between
the selling price less selling costs and the carrying amount at the date of disposal. Gains and losses are
recognised in the income statement as other operating income or other operating costs, respectively.

Equity investments in associates

Equity investment in associate is measured at cost. In case of indication of impairment, an impairment
test is conducted. When the cost exceeds the recoverable amount, write-down is made to this lower
value. 

Impairment of fixed assets

The carrying amount of property, plant and equipment is subject to an annual test for indications of
impairment other than the decrease in value reflected by depreciation or amortisation. 

Impairment tests are conducted of individual assets or groups of assets when there is an indication that
they may be impaired. Write-down is made to the recoverable amount if this is lower than the carrying
amount. 

The recoverable amount is the higher of an asset’s net selling price and its value in use. The value in use
is determined as the present value of the forecast cash flows from the disposal of the asset or the group
of assets after the end of the useful life.

Inventories

Inventories are measured at cost in accordance with the FIFO method. Where the net realisable value is
lower than cost, inventories are written down to this lower value. 

Cost comprising purchase price plus delivery costs. 

The net realisable value of inventories is calculated as the sales amount less costs of completion and
costs necessary to make the sale and is determined taking into account marketability, obsolescence and
development in expected selling price.
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Financial statements 1 January – 31 December

Notes

1 Accounting policies (continued)

Receivables

Receivables are measured at amortised cost, which usually corresponds to nominal value.

Write-down is made for bad debt losses where there is an objective indication that a receivable has been
impaired. If there is an objective indication that an individual receivable has been impaired, write-down is
made on an individual basis.

Write-downs are calculated as the difference between the carrying amount of receivables and the
present value of forecast cash flows, including the realisable value of any collateral received. The
effective interest rate for the individual receivable or portfolio is used as discount rate.

Corporation tax and deferred tax

Current tax payable and receivable is recognised in the balance sheet as tax computed on the taxable
income for the year, adjusted for tax on the taxable income of prior years and for tax paid on account.

Deferred income tax is measured using the balance sheet liability method in respect of temporary
differences arising between the tax bases of assets and liabilities and their carrying amounts for financial
reporting purposes on the basis of the intended use of the asset and settlement of the liability,
respectively.

Deferred tax assets, including the tax base of tax loss carry-forwards, are measured at the value at which
the asset is expected to be realised, either by elimination in tax on future earnings or by set-off against
deferred tax liabilities.

Deferred tax is measured on the basis of the tax rules and tax rates that will be effective under the
legislation at the balance sheet date when the deferred tax is expected to crystallise as current tax. In
cases where the computation of the tax base may be made according to alternative tax rules, deferred
tax is measured on the basis of the intended use of the asset and settlement of the liability, respectively.

Any changes in deferred tax due to changes to tax rates are recognised in the income statement.

Prepayments

Prepayments comprise payments paid regarding expenses in subsequent years.

Equity

Dividends

The expected dividend payment for the year is disclosed as a separate item under equity.

Liabilities

Financial liabilities are recognised at cost at the date of borrowing, corresponding to the proceeds
received less transaction costs paid. In subsequent periods, the financial liabilities are measured at
amortised cost using the effective interest method. Accordingly, the difference between cost and the
nominal value is recognised in the income statement over the term of the loan together with interest
expenses.
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Financial statements 1 January – 31 December

Notes

1 Accounting policies (continued)

Finance lease obligation comprises the capitalised residual lease obligation of finance leases.

Other liabilities are measured at amortised cost, which usually corresponds to nominal value.

2 Staff costs
DKK'000 2018 2017

Wages and salaries 7,419 7,287

Pensions 1,034 581

Other staff costs 129 245

8,582 8,113

Average number of full-time employees 11 10

Staff costs of the Company include remuneration of the Executive Board and Board of Directors of DKK
5,462 thousand (2017: DKK 5,485 thousand).

  

3 Tax on profit for the year

Current tax for the year 540 216

Deferred tax for the year 11 17

551 233

4 Proposed profit appropriation

Extraordinary dividends distributed 703 2,851

Retained earnings 1,677 -1,445

2,380 1,406

5 Property, plant and equipment

DKK'000
Land and
buildings

Fixtures and
fittings, tools
and
equipment Total

Cost at 1 January 2018 3,520 848 4,368

Cost at 31 December 2018 3,520 848 4,368

Depreciation at 1 January 2018 -459 -800 -1,259

Depreciation for the year -104 -21 -125

Depreciation at 31 December 2018 -563 -821 -1,384

Carrying amount at 31 December 2018 2,957 27 2,984
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Notes

6 Investments

DKK'000
Investments
in associates

Cost at 1 January 2018 4,057

Cost at 31 December 2018 4,057

Carrying amount at 31 December 2018 4,057

Name/legal form
Registered
office

Equity
interest Equity

Profit/loss for
the year

Associate: DKK'000 DKK'000

BHJ Kalino Food AB
Staffanstorp,
Sweden 29% 6,142,780 4,682,359

6,142,780 4,682,359

7 Deferred tax asset

DKK'000 31/12 2018 31/12 2017

Deferred tax asset at 1 January 53 70

Adjustment, deferred tax asset -11 -17

42 53

8 Prepayments

Prepayments comprise of prepaid expenses regarding office rent and insurance premiums.

9 Share capital

The share capital consists of 500,000 shares of a nominal value of EUR 500,000. No shares carry any
special rights.
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Notes

10 Contractual obligations, contingencies, etc.

Rent liabilities amount to DKK 23 thousand.

Contingent liabilities

As security for bank overdrafts, the Company has issued a company charge secured upon ordinary
claims attributable to trade receivables as well as inventories of raw materials, semi-manufactured
products and finished goods coming in at a total of DKK 21,000 thousand. The carrying amount of the
assets comprised by the company charge reached DKK 99,058 thousand at 31 December 2018.

A bank guarantee of DKK 75 thousand has been provided.

The Company has entered into multiple financial futures agreements. At 31 December 2018, the
agreements amount to a market value of DKK 1 thousand.

Operating lease obligations

The Company has entered into operating leases with a remaining term of 33 months and an average
monthly lease payments of DKK 30 thousand, totalling DKK 986 thousand.

11 Related party disclosures

CPF Denmark A/S' related parties comprise the following:

Control

CPF Investment Limited, Tortola, British Virgin Islands holds more than 50% of the share capital. The
ultimate parent company is Charoen Pokphand Foods Public Co., Ltd., Bangkok, Thailand. 

CPF Denmark A/S is part of the consolidated financial statements of CPF Investment Limited, Tortola,
British Virgin Islands, which is the smallest and largest group, in which the Company is included as a
subsidiary.

The consolidated financial statements can be requistioned at the office in Denmark.

Related party transactions
DKK'000 2018

Sale to group companies 159,293

Purchase from group companies 220,288
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