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Independent auditor’s report
To the Shareholders of Feronia Inc.

Our opinion
In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the financial position of Feronia Inc. and its subsidiaries (together, the Company) as at
December 31, 2019 and 2018, and its financial performance and its cash flows for the years then ended in
accordance with International Financial Reporting Standards as issued by the International Accounting
Standards Board (IFRS).
What we have audited
The Company’s consolidated financial statements comprise:
●

the consolidated statements of financial position as at December 31, 2019 and 2018;

●

the consolidated statements of income (loss) for the years then ended;

●

the consolidated statements of comprehensive income (loss) for the years then ended;

●

the consolidated statements of changes in equity for the years then ended;

●

the consolidated statements of cash flows for the years then ended; and

●

the notes to the consolidated financial statements, which include a summary of significant
accounting policies.

Basis for opinion
We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the Auditor’s responsibilities for the audit
of the consolidated financial statements section of our report.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.
Independence
We are independent of the Company in accordance with the ethical requirements that are relevant to our
audit of the consolidated financial statements in Canada. We have fulfilled our other ethical
responsibilities in accordance with these requirements.

PricewaterhouseCoopers LLP
PwC Tower, 18 York Street, Suite 2600, Toronto, Ontario, Canada M5J 0B2
T: +1 416 863 1133, F:+ 1 416 365 8215
“PwC” refers to PricewaterhouseCoopers LLP, an Ontario limited liability partnership.

Material uncertainty related to going concern
We draw attention to note 2 in the consolidated financial statements, which describes events or
conditions that indicate the existence of a material uncertainty that may cast significant doubt about the
Company’s ability to continue as a going concern. Our opinion is not modified in respect of this matter.

Other information
Management is responsible for the other information. The other information comprises the
Management’s Discussion and Analysis.
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 identified above 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.
If, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

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 IFRS, 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
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 unless management either intends to liquidate
the Company or to cease operations, or has no realistic alternative but to do so.
Those charged with governance are responsible for overseeing the Company’s financial reporting process.

Auditor’s 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 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 Canadian generally accepted auditing standards will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, 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 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
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 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 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 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.

●

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Company 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 to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.
The engagement partner on the audit resulting in this independent auditor’s report is James Lusby.

(Signed) “PricewaterhouseCoopers LLP”
Chartered Professional Accountants, Licensed Public Accountants
Toronto, Ontario
May 22, 2020

Consolidated statements of financial position
As at December 31, 2019 and December 31, 2018
Expressed in United States Dollars
December 31,
2019

December 31,
2018

3,379,508
467,226
10,866,745
2,959,137

2,138,894
294,847
10,261,659
2,032,148

6

242,278
17,914,894

254,860
14,982,407

4, 5

35,030,442
-

94,727,989
-

52,945,336

109,710,396

Notes
Assets
Current assets
Cash
Receivables
Inventories
Prepaid expenses and other current assets
Biological assets
Non-current assets
Property, plant and equipment

9

Total assets
Liabilities
Current liabilities
Accounts payable and accrued liabilities
Provisions
Borrowings
Other provisions

10
22
11
13

17,702,260
204,894
67,133,157
272,212
85,312,523

17,324,214
634,455
47,676,066
283,135
65,917,870

Long-term Liabilities
Borrowings
Derivative liability
Other long-term provisions
Deferred tax liabilities

11
12
13
19

4,811,612
2,942,186
758,185
8,511,983

6,116,606
1,954,150
2,971,740
909,860
11,952,356

93,824,506

77,870,226

171,489,042
3,994,001

132,883,443
4,322,629

805,644

534,562

(171,410,633)
4,878,054

(101,713,945)
36,026,689

(45,757,224)

(4,186,519)

(40,879,170)

31,840,170

52,945,336

109,710,396

Total liabilities
Shareholders' equity
Share capital
Share-based payment and other reserves

7
8

Accumulated other comprehensive income
Deficit
Owners of the parent
Non-controlling interest

14

Total (deficit) / equity
Total (deficit) / equity and liabilities
Basis of presentation and going concern
Related party disclosures
Contingent liabilities

2
21
22

Subsequent Event

23

The accompanying notes are an integral part of these consolidated financial statements.
On behalf of the Board:
''David White'', Director

''Larry Seruma'', Director
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Consolidated statements of income (loss)
For the years ended December 31, 2019 and 2018
Expressed in United States Dollars

Notes

December 31,

December 31,

2019

2018

Revenue

15

29,654,359

29,121,951

Cost of sales

16

(21,130,318)

(17,751,190)

8,524,041

11,370,761

(14,625,497)

(13,163,736)

(652,682)

(984,056)

(12,582)

(64,218)

Impairment charge

(80,564,134)

-

Operating loss

(87,330,854)

(2,841,249)

(5,689,139)

(6,656,425)

2,000,236

3,512,391

(91,019,757)

(5,985,283)

(153,454)

(310,884)

(91,173,211)

(6,296,167)

Owners of the parent

(69,218,026)

(4,484,276)

Non-controlling interest

(21,955,185)

(1,811,891)

Net income (loss) for the year

(91,173,211)

(6,296,167)

(0.10)

(0.01)

686,613,212

480,636,416

Gross income
Expenses
Selling, general and administrative

17

Other loss
Loss on biological assets

Finance costs

18

Gain on derivatives
Income (loss) before income tax
Income tax expense

19

Net income (loss) for the year
Income (loss) attributable to:

Income (loss) per share to owners of the parent
Basic & Diluted (dollars per share)
Weighted average number of shares outstanding:
Basic & Diluted
The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated statements of comprehensive income (loss)
For the years ended December 31, 2019 and 2018
Expressed in United States Dollars

Notes

Net income (loss) for the year

December 31,
2019

December 31,
2018

(91,173,211)

(6,296,167)

271,082

(689,876)

(819,536)

125,084

(91,721,665)

(6,860,959)

(69,571,185)

(5,067,337)

(22,150,480)

(1,793,622)

(91,721,665)

(6,860,959)

Other comprehensive (loss)
Items that may be reclassified to net (loss):
Cumulative translation adjustment
Items that will not be reclassified to net (loss):
Actuarial gain or (loss) on employment benefit, net of tax
Total comprehensive (loss) for the year
Total comprehensive income (loss) attributable to:
Owners of the parent
Non-controlling interest

14

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated statements of changes in equity
For the years ended December 31, 2019 and 2018
Expressed in United States Dollars

Attributable to owners of the parent

Share capital

Share-based
payment and
other reserves

Accumulated
other
comprehensive
income (loss)

Retained
earnings
(deficit)

Total

Non-controlling
interest

Total equity

124,383,443

3,941,537

1,221,906

(97,333,952)

32,212,934

(2,392,897)

29,820,037

Net income (loss) for the year

-

-

-

(4,484,276)

(4,484,276)

(1,811,891)

(6,296,167)

Other comprehensive income (loss)(net of tax)

-

-

(687,344)

-

(687,344)

(2,532)

(689,876)

Actuarial gain on employment benefit, net of tax

-

-

-

104,283

104,283

20,801

125,084

Comprehensive gain (loss) for the year

-

-

(687,344)

(4,379,993)

(5,067,337)

(1,793,622)

(6,860,959)

8,500,000

-

-

-

8,500,000

-

8,500,000

-

381,092

-

-

381,092

-

381,092

Balance, December 31, 2018

132,883,443

4,322,629

534,562

(101,713,945)

36,026,689

(4,186,519)

31,840,170

Balance, December 31, 2018

132,883,443

4,322,629

534,562

(101,713,945)

36,026,689

(4,186,519)

31,840,170

-

-

-

145,579

145,579

45,545

191,124

132,883,443

4,322,629

534,562

(101,568,366)

36,172,268

(4,140,974)

32,031,294

Net loss for the year

-

-

-

(69,218,026)

(69,218,026)

(21,955,185)

(91,173,211)

Other comprehensive income (loss)(net of tax)

-

-

271,082

-

271,082

-

271,082

Actuarial gain on employment benefit, net of tax

-

-

-

(624,241)

(624,241)

(195,295)

(819,536)

Comprehensive (loss) for the year

-

-

271,082

(69,842,267)

(69,571,185)

(22,150,480)

(91,721,665)

Shares issued for cash (net of share issue costs)

19,139,829

-

-

-

19,139,829

-

19,139,829

Transactions with non-controlling interest

19,465,770

19,465,770

(19,465,770)

-

Balance, January 1, 2018

Shares issued for cash (net of share issue costs)
Share-based compensation

Adjustment due to adoption of IFRS 16 (Note 3)
Balance, January 1, 2019

Share-based compensation
Balance, December 31, 2019

-

(328,628)

-

-

(328,628)

-

(328,628)

171,489,042

3,994,001

805,644

(171,410,633)

4,878,054

(45,757,224)

(40,879,170)

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated statements of cash flows
For the years ended December 31, 2019 and 2018
Expressed in United States Dollars
December 31,

December 31,

2019

2018

(91,173,211)

(6,296,166)

(328,628)
5,390,392
(40,477)
12,582
(151,443)
(2,000,236)
816,730
322,185
169,962
80,564,134

381,092
4,123,427
(367,408)
64,218
(22,476)
(3,512,391)
551,610
269,187
(986,553)
365,945
-

(6,418,010)

(5,429,515)

(172,379)
(605,087)
(926,989)
(51,515)

1,040,862
(4,199,503)
(714,945)
3,518,228

(1,755,970)
(8,173,980)

(355,358)
(5,784,873)

19,139,829
16,000,000
(387,091)
57
34,752,795

8,500,000
2,468,492
10,968,492

(25,194,437)
(25,194,437)

(20,033,878)
(20,033,878)

Foreign exchange gain (loss) on currency translation

(143,764)

(152,245)

Increase (decrease) in cash
Cash, beginning of year
Cash, end of the year

1,240,614
2,138,894
3,379,508

(15,002,504)
17,141,398
2,138,894

Cash paid for income tax
Interest paid

268,379
2,576,446

115,643
5,116,149

Cash (used for):
Operating activities:
Loss from operating activities
Items not affecting cash:
Share-based compensation
Amortisation
Employee incentive liability
Fair value gain on biological assets
Deferred tax expense
Change in derivative liability
Debenture accretion expense
Interest on convertible loan and debentures
Unrealised foreign exchange (gain) loss
Loss on disposal of fixed assets
Impairment
Changes in non-cash working capital:
Receivables
Inventories
Prepaid expenses and other current assets
Accounts payable and accrued liabilities
Cash used in operating activities
Financing activities:
Issuance of shares (net of costs)
Cash receipt from Bridge loan
Finance lease liability payment
Overdraft facility
Cash from financing activities
Investing activities:
Capital expenditures
Cash used in investing activities

The accompanying notes are an integral part of these consolidated financial statements.
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Feronia Inc.
Notes to the consolidated financial statements
For the years ended December 31, 2019 and 2018
Expressed in United States Dollars, except where otherwise noted
1.

Nature of operations

Feronia Inc. (“Feronia” or the “Company”), incorporated under the laws of British Columbia, Canada, operates through its
subsidiaries in the business of agriculture, producing palm oil and palm kernel oil in the Democratic Republic of Congo (the
“DRC”).
Feronia Maia sprl. (“Feronia Maia”), a private Company, incorporated under the laws of Belgium by Memorandum and
Articles of Association dated December 3, 2015, is 100% owned by the Company.
Feronia Incorporated Services Limited, a private company incorporated under the laws of England and Wales by the
Memorandum and Articles of Association dated March 29, 2010, is 100% owned by Feronia Maia.
Plantations Et Huileries du Congo S.A (“PHC”), a private company incorporated under the laws of the DRC, is 76.16% (2018
– 83.37%) owned and controlled by the Company.
Feronia PEK sarl. (“Feronia PEK”), a private company incorporated under the laws of the DRC on October 1, 2010, is 80%
(2018 – 80%) owned and controlled by Feronia Maia.
Kimpese Agro Industrie sarl, a private company incorporated under the laws of the DRC on April 4, 2011, is 100% owned by
Feronia Maia.
Feronia RDC sarl, a private company incorporated under the laws of the DRC on February 5, 2014, is 100% owned by
Feronia Maia.
Collectively, the Company and its subsidiaries referred to above are known as “the Group”.
The assets of the Group that are located in the DRC are subject to a number of risks, including but not limited to the risk of
foreign investment, including increases in taxes and royalties, renegotiation of contracts, legislative changes (including the
interpretation of existing legislation in a manner adverse to the Group’s interests), political uncertainty and currency
exchange fluctuations and restrictions.
The Company's registered office is 1000 – 595 Burrard Street, Vancouver, British Columbia, Canada, V7X 1S8. The
Company is governed by the law of the Province of British Columbia, Canada.
As previously reported, on December 24, 2011, the government of the DRC promulgated a new law, “Loi Portant Principes
Fondamentaux Relatifs A L’Agriculture” (the “Agriculture Law”), for the stated purposes of developing and modernizing the
country’s agricultural sector. The Agriculture Law includes a provision which purports to limit the rights of foreign
corporations to farmland in the DRC. This provision may impede existing and new foreign investment in the agricultural
sector. In particular, Article 16 of the Agriculture Law appears to impose a requirement that a holder of farmland in the DRC
be either a DRC citizen or, in the case of a corporation, that such corporation be incorporated in the DRC and be majority
owned by the DRC government and/or by DRC citizens. Currently, Feronia’s primary operating subsidiaries, PHC and
Feronia PEK are owned 23.83% by the DRC government and 20% by a private DRC corporation, respectively.
The Group has been involved in discussions with various levels of government in the DRC with respect to the proper
interpretation of the Agriculture Law and its application to the Group’s concessions in the DRC. If the Agriculture Law is
interpreted by the DRC government to apply to the existing concession rights held by the Group and the Agriculture Law is
not amended, it could have a material and substantial adverse effect on the value of the Group’s business and its share
price. In such case, the Group may be required to sell or otherwise dispose of a sufficient interest in its operating
subsidiaries so as to ensure that it meets the local ownership requirements contained in this law. There is no assurance that
such a sale or disposition would be completed at fair market value or otherwise on acceptable terms to Feronia. The
Agriculture Law came into force on June 24, 2012 and, according to its terms, holders of concessions to agricultural lands
had until June 24, 2013 to comply with its provisions.
The Group is continuing to monitor the status of the Agricultural Law. At this time, management has determined that it is in
the best interest of the Group to take no action in respect of the Agriculture Law.
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Feronia Inc.
Notes to the consolidated financial statements
For the years ended December 31, 2019 and 2018
Expressed in United States Dollars, except where otherwise noted
2.

Basis of presentation and going concern

These consolidated financial statements have been prepared in accordance with International Financial Reporting Standard
(“IFRS”) as issued by the International Accounting Standards Board (“IASB”) on a going concern basis, which assume that
the Group will be able to realize its assets and discharge its liabilities in the normal course of operation as they come due for
the foreseeable future.
As at December 31, 2019, the Group had a secured term facility (the “DFI Debt Facility”) of $47,918,174 (December 31,
2018 – $47,676,066) classified as current liability as a result of a default in payment of semi-annual principal and interest and
breach of the equity solvency ratio under the DFI Debt Facility (see Note 11(c)).
On December 20, 2018, March 14, 2019 and May 21, 2019, the Company entered into unsecured subordinated short term
loan facilities for up to $3,000,000, $8,000,000 and $1,500,000, respectively (the “Initial Bridge Loan Facilities”). As at March
31, 2019, an aggregate of $9,500,000 had been advanced to the Company under the Initial Bridge Loan Facilities by CDC
Group plc (“CDC”) and KN Agri LLC (“KN Agri”). On May 21, 2019, CDC advanced a further $1,500,000 to the Company
bringing the total advanced under the Initial Bridge Loan Facilities to $11,000,000. KN Agri subsequently assigned its
interest in the Initial Bridge Loan Facilities to Straight KKM2 Limited (“KKM”). The Initial Bridge Loan Facilities bore interest
at a rate of 12% per annum and matured on May 31, 2019.
On May 31, 2019, the Company completed a private placement of common shares issued to existing shareholders CDC,
KKM, and Golden Oil Holdings Limited (“GOHL”) at a price of CDN$0.075 per common share for gross proceeds of
$19,311,507 (the “Private Placement”). Based on a fixed exchange rate of CAD$1.344:$1.00 as set out in the applicable
subscription agreements, the Company issued an aggregate of 346,062,202 common shares pursuant to the Private
Placement, including 202,702,203 common shares issued in settlement of the Initial Bridge Loan Facilities provided by CDC
and KKM in the aggregate amount of $11,311,507.
On October 28, 2019 and November 28, 2019, the Company entered into new unsecured subordinated short term loan
facilities with CDC for up to $5,000,000 and $11,000,000, respectively (the “New Bridge Loan Facilities”). The New Bridge
Loan Facilities bear interest at a rate of 4% per annum with an amended maturity date of June 30, 2020, subject to
acceleration in certain circumstances. As at December 31, 2019, an aggregate of $16,000,000 had been advanced to the
Company under the New Bridge Loan Facilities by CDC. On March 20, 2020, Feronia Maia entered into an unsecured
subordinated short term loan facility with CDC for up to $4,500,000. This facility bears interest at a rate of 4% per annum
with a maturity date of June 30, 2020, subject to acceleration in certain circumstances.
The Company’s operating subsidiary PHC did not make its scheduled semi-annual principal and interest payment of
$4,245,566 due on September 14, 2019 under the DFI Debt Facility and therefore are currently in breach of the DFI Debt
Facility agreement. It has not received written notice from the lenders advising that they will accelerate repayment of the DFI
Debt Facility. As the Group does not have funds to repay the DFI Debt Facility, its ability to operate as a going concern is
dependent on the DFI Debt Facility lenders not accelerating repayment of the funds drawn down.
The Company did not make its scheduled semi-annual interest payment of CDN$321,780 due on December 31, 2019 on its
outstanding 12% convertible unsecured subordinated debentures, which mature on July 24, 2022 (the “Debentures”) and
therefore are currently in breach of debt agreement. With the aim of improving its financial resources, management is in ongoing discussions with its lenders and major shareholders and is reviewing various short and long term financial alternatives.
There remains significant risk in the future cash flows, given the breaches of debt agreements noted above and it is
management’s view that current resources including funds drawn down to date from its various debt facilities and proceeds
from its equity financings will not be sufficient to see the Group through to meet its ongoing cash flows. As such, KN Agri has
agreed to provide the Group with an unsecured subordinated short term loan facility for up to $15,000,000 of which
$5,000,000 was advanced on May 21, 2020, and is negotiating additional financing up to an aggregated $28,000,000
(inclusive of the short term loan facility) expected to be committed in 2020 and 2021 subject to agreement on final terms. As
this additional financing will not meet the aggregate debt repayment requirements of the Group noted above, with the aim of
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Feronia Inc.
Notes to the consolidated financial statements
For the years ended December 31, 2019 and 2018
Expressed in United States Dollars, except where otherwise noted
remedying the Group’s financial resources, management is reviewing various financial and restructuring alternatives which
include taking the Company private or the ultimate dissolution of the Company.
These conditions indicate material uncertainty that cast significant doubt as to the ability of the Group to meet its obligations
as they come due and, accordingly, the ultimate appropriateness of the use of accounting principles applicable to a going
concern.
These consolidated financial statements do not reflect the adjustments to the carrying values of assets and liabilities and the
reported expenses and balance sheet classifications that would be necessary if the Group were unable to realize the assets
to settle its liabilities as a going concern in the normal course of operations. Such adjustments could be material.
3.

Summary of significant accounting policies

These consolidated financial statements have been prepared in accordance with IFRS as issued by the IASB. The significant
accounting policies are consistent with those applied in 2017 other than for the adoption of the new policies for leases (IFRS
16). These financial statements were approved by the board of directors of the Company for issue on May 22, 2020.
The significant accounting policies used in the preparation of these consolidated financial statements are as follows:
Basis of measurement
The consolidated financial statements have been prepared under the historical cost convention, except for items which are
measured at fair value as indicated in our accounting policies.
Consolidation
The Group financial statements consolidate the financial statements of the Company and all of its subsidiaries. Subsidiaries
are all entities over which the Group has the power to control the financial and operating policies. Subsidiaries are fully
consolidated from the date on which control is obtained by the Company and deconsolidated from the date that control
ceases.
All transactions and balances between Group companies are eliminated on consolidation, including unrealized gains and
losses on transactions between Group companies. Amounts reported in the financial statements of the subsidiaries have
been adjusted where necessary to ensure consistency with the accounting policies adopted by the Group.
Non-controlling interests, presented as part of equity, represent the portion of a subsidiary's profit or loss and net assets that
is not held by the Group. The Group attributes total comprehensive income or loss of subsidiaries between the owners of the
parent and the non-controlling interests based on their respective ownership interests.
Foreign currency translation
The consolidated financial statements are presented in United States Dollars ($), which is the functional currency of the
Group. The functional currency of each entity within the group is the currency of the primary economic environment in which
it operates.
Foreign currency transactions are translated into the functional currency of the respective Group entity, using the exchange
rates prevailing at the dates of the transactions (spot exchange rate). Foreign exchange gains and losses resulting from the
settlement of such transactions and from the re-measurement of monetary items at period-end exchange rates are
recognized in the consolidated statement of loss.
Non-monetary items measured at historical cost are translated using the exchange rates at the date of the transaction (not
retranslated). Non-monetary items measured at fair value are translated using the exchange rates at the date when fair value
was determined.
In the Group's financial statements, all assets, liabilities and transactions of Group entities with a functional currency other
than the Group's presentation currency are translated into USD upon consolidation. The functional currency of the entities in
the Group has remained unchanged during the reporting period.
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Feronia Inc.
Notes to the consolidated financial statements
For the years ended December 31, 2019 and 2018
Expressed in United States Dollars, except where otherwise noted
On consolidation, assets and liabilities have been translated into USD at the closing rate at the reporting date. Income and
expenses have been translated into the Group's presentation currency at the average rate over the reporting period (as this
is considered a reasonable approximation of the actual rates prevailing at the transaction dates). Exchange differences are
recognized in other comprehensive income (loss) as cumulative translation adjustments. On disposal of a foreign operation
the cumulative translation differences recognized in equity are reclassified to the statement of comprehensive income (loss)
and recognized as part of the gain or loss on disposal.
Segment reporting
The Group currently has one operating segment, which is the palm oil and kernel oil operation in the DRC. The DRC
operation is principally engaged in producing and processing palm oil and kernel oil. Revenue from the oil palm plantations
accounted for 100% of the Group’s revenue in 2018. 88% of the Group’s crude palm oil production was sold to its two
biggest customers.
Revenue
Revenue represents the invoiced value of crude palm oil and palm kernel oil sold during the period, excluding sales taxes.
Revenue is measured by reference to the fair value of consideration received or receivable by the Group for goods supplied,
excluding sales tax, rebates, and trade discounts.
Sale of goods is recognized when the Group has transferred control of the product to the buyer, which occurs when the palm
oil is weighed and quality tested at the point of delivery to the customer and the performance obligations are satisfied.
Palm oil is shipped by barge from the plantation to the customer’s factories. The lead time that is required for the delivery of
goods to customers is between two to three weeks from the point of the barge leaving the Group’s plantation to delivery at
the customer’s factory. As at December 31, 2019, the amount of oil in transit amounted to $2,856,623 (2018 - $4,504,491).
After arriving at the factory the customer weighs the goods, takes ownership, assumes the risk of loss and is invoiced by the
Group. At this point, revenue is recognized by the Group.
Loss per share
Basic loss per common share is calculated based on the weighted average number of common shares of the Company
issued and outstanding during the year. Basic and diluted losses per share are the same for the years ended December 31,
2019 and 2018, as the effect of potential issuances of shares from exercises of stock options, convertible debentures and
warrants would be anti-dilutive.
Borrowing costs
General borrowing costs directly attributable to the acquisition, construction or production of a qualifying asset are capitalized
during the period of time that is necessary to complete and prepare the asset for its intended use or sale. All other borrowing
costs are expensed in the period in which they are incurred and reported in 'finance costs'.
Property, plant and equipment
Buildings, plant and equipment and motor vehicles are carried at acquisition cost or manufacturing cost less subsequent
depreciation and impairment losses. Bearer assets comprise palm trees which are measured at cost less depreciation and
impairment. The cost comprises pre-cropping expenditure incurred from land clearing to the point of maturity.
Leased land and vehicles are included in property, plant and equipment (see adoption of IFRS 16).
Such assets are depreciated over their expected useful lives (determined by reference to comparable owned assets) or over
the term of the lease, if shorter.
Depreciation is recognized on a straight-line basis on cost less the estimated residual value of plant and equipment as
follows:
 Buildings: straight line basis over 33 years
 Materials, furniture and equipment: straight line basis over 3 to 10 years
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 Motor vehicles: straight line basis over 4 years
Bearer assets are depreciated based on the yield profile of the trees over their lives.
The Group allocates the amount initially recognized in respect of an item of property, plant and equipment to its significant
parts and depreciates separately each such part. The carrying amount of the replaced part is derecognized when replaced.
Residual value, methods of depreciation and estimates of useful life are reviewed at least annually and adjusted if
appropriate.
Gains or losses arising on the disposal of property, plant and equipment are determined as the difference between the
disposal proceeds and the carrying amount of the assets and are recognized in profit or loss within 'other income' or 'other
expenses'.
Assets under construction represent property and equipment under construction and immature trees and are measured at
cost. Cost comprises directly attributable costs of acquisition or construction plus associated borrowing costs capitalized on
qualifying assets. Assets under construction are not depreciated. Completed items are transferred from assets under
construction to appropriate categories of property and equipment when they are ready for their intended use.
Biological assets
Under the revised IAS 41 “Agriculture”, biological assets are measured at fair value less costs to sell. Fruit on trees is
considered to be a biological asset.
Impairment testing of property, plant and equipment
For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are largely independent
cash inflows (cash-generating units). The cash generated unit for the company comprises the cumulative plantations as the
cash flows are managed on an aggregated basis for the three locations.
Individual assets or cash-generating units are tested for impairment whenever events or changes in circumstances indicate
that the carrying amount may not be recoverable.
An impairment loss is recognized for the amount by which the asset's or cash-generating unit's carrying amount exceeds its
recoverable amount, which is the higher of fair value less costs of disposal and value-in-use.
Impairment losses are charged on a pro rata basis to the long-lived assets (excluding biological assets) in the cashgenerating unit. All assets are subsequently reassessed for indications that an impairment loss previously recognized may
no longer exist. An impairment charge is reversed if the cash-generating unit’s recoverable amount exceeds its carrying
amount.
Inventories
Inventories are stated at the lower of cost and net realizable value. Cost includes the cost of harvested FFB (as defined
below), all expenses directly attributable to the manufacturing process as well as suitable portions of related production
overheads, based on normal operating capacity. Costs of ordinarily interchangeable items are assigned using the first in, first
out cost formula. Net realizable value is the estimated selling price in the ordinary course of business less any applicable
selling expenses.
Income taxes
Tax expense recognized in profit or loss comprises the sum of deferred tax and current tax not recognized in other
comprehensive income or directly in equity.
Current income tax assets and/or liabilities comprise those obligations to, or claims from, fiscal authorities relating to the
current or prior reporting periods, that are unpaid at the reporting date. Current tax is payable on taxable profit, which differs
from profit or loss in the financial statements. Calculation of current tax is based on tax rates and tax laws that have been
enacted or substantively enacted by the end of the reporting period.
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Deferred income taxes
Deferred income taxes are calculated using the liability method on temporary differences between the carrying amounts of
assets and liabilities and their tax bases. However, deferred tax is not provided on the initial recognition of an asset or liability
unless the related transaction is a business combination or affects tax or accounting profit. Deferred tax on temporary
differences associated with investments in subsidiaries and joint ventures is not provided if reversal of these temporary
differences can be controlled by the Group and it is probable that reversal will not occur in the foreseeable future.
Deferred tax assets and liabilities are calculated, without discounting, at tax rates that are expected to apply to their
respective period of realization, provided they are enacted or substantively enacted by the end of the reporting period.
Deferred tax assets are recognized to the extent that it is probable that they will be able to be utilized against future taxable
income. For management's assessment of the probability of future taxable income to utilize against deferred tax assets.
Deferred tax assets and liabilities are offset only when the Group has a right and intention to set off tax assets and liabilities
from the same taxation authority.
Changes in deferred tax assets or liabilities are recognized as a component of tax income or expense in profit or loss, except
where they relate to items that are recognized in other comprehensive income or directly in equity, in which case the related
deferred tax is also recognized in other comprehensive income or equity, respectively.
Cash
Cash includes cash on hand and demand deposits held with banks.
Equity and reserves
Incremental costs directly attributable to the issuance of shares are recognized as a deduction from share capital.
Deficit includes all current and prior period retained losses.
All transactions with owners of the Company are recorded separately within equity.
The share-based payment reserve represents equity-settled share-based employee remuneration until such stock options
are exercised, forfeited, lapse or expire.
Share-based employee remuneration
The Group operates equity-settled share-based remuneration plans for its employees. None of the Group's plans feature any
options for cash settlement.
All services received in exchange for the grant of any share-based payment are measured at their grant date fair values.
Where employees are rewarded using share-based payments, the fair values of employees' services are determined
indirectly by reference to the fair value of the equity instruments granted. This fair value is measured at the grant date and
excludes the impact of non-market vesting conditions (for example profitability and sales growth targets and performance
conditions).
All share-based remuneration is ultimately recognized as an expense in profit or loss with a corresponding credit to share
based payment reserves.
If vesting periods or other vesting conditions apply, the expense is allocated over the vesting period, based on the best
available estimate of the number of stock options expected to vest. Non-market vesting conditions are included in
assumptions about the number of options that are expected to become exercisable. Estimates are subsequently revised, if
there is any indication that the number of stock options expected to vest differs from previous estimates. Any cumulative
adjustment prior to vesting is recognized in the current period. No adjustment is made to any expense recognized in prior
periods if stock options ultimately exercised are different to that estimated on vesting.

15

Feronia Inc.
Notes to the consolidated financial statements
For the years ended December 31, 2019 and 2018
Expressed in United States Dollars, except where otherwise noted
The share purchase plan (‘’SPP’’) introduced in 2011 is an equity settled share option plan accounted for under IFRS 2. The
maximum of number of common shares that may be reserved for issuance under the plan is 12,500,000. The SPP share
options are Zero Exercise Price Options and the fair value is the share price at the date options are granted. The charge is
accrued evenly over the life of the SPP share options.
The deferred share unit (“DSU”) plan is an equity settled share option plan accounted for under IFRS 2. The maximum of
number of common shares that may be reserved for issuance under the plan is 20,000,000. The DSUs grant participants a
right to receive common shares. 50% of awarded DSUs vest through the passage of time and 50% vest depending on
performance based criteria. The fair value is the average of the share price for the five days immediately preceding the date
options are granted. The charge is recognized over the life of the DSUs through the passage of time and as performance
based criteria are met.
Employee incentive liability
The Group has an employee incentive plan covering substantially all of its employees in the DRC whereby the Group will pay
a terminal bonus to all employees on reaching the age of 65, on retirement or on death. The employee incentive plan is
unfunded. Employee incentive obligations are determined using the projected benefit method prorated on services and
management’s best estimate of assumptions as future salary levels or cost escalation will affect the amount of employee
future benefits. Net periodic benefit cost, which is included in cost of sales and general and operating expenses in the
consolidated statements of loss, represents the cost of benefits earned by employees as services are rendered. The cost
reflects management’s best estimates of the plan’s wage and salary escalation, and the ages at which members will retire.
Management estimates the employee incentive liability annually with the assistance of independent actuaries. The estimate
of its employee incentive liability is based on future salary levels, completed years of service and ages at which members will
retire. Discount factors are determined close to each period-end by reference to government bonds that are denominated in
the currency in which the benefits will be paid and that have terms to maturity approximating to the terms of the related
pension liability.
Short-term employee benefits, including holiday entitlement, are current liabilities measured at the undiscounted amount that
the Group expects to pay as a result of the unused entitlement.
Provisions, contingent liabilities and contingent assets
Provisions are recognized when present obligations as a result of a past event that will more likely than not lead to an
outflow of economic resources from the Group and amounts can be estimated reliably. Timing or amount of the outflow may
still be uncertain. A present obligation arises from the presence of a legal or constructive commitment that has resulted from
past events, for example, legal disputes or onerous contracts.
Provisions are measured at the estimated expenditure required to settle the present obligation, based on the most reliable
evidence available at the reporting date, including the risks and uncertainties associated with the present obligation. Where
there are a number of similar obligations, the likelihood that an outflow will be required in settlement is determined by
considering the class of obligations as a whole. Provisions are discounted to their present values, where the time value of
money is material.
Any contingent asset that the Group can be virtually certain to collect from a third party with respect to the obligation is
recognized as a separate asset.
All provisions are reviewed and adjusted to reflect the current best estimate.
In those cases where the possible outflow of economic resources as a result of present obligations is considered improbable
or remote, no liability is recognized, unless it was assumed in the course of a business combination. In a business
combination, contingent liabilities are recognized on the acquisition date when there is a present obligation that arises from
past events and the fair value can be measured reliably, even if the outflow of economic resources is not probable. They are
subsequently measured at the higher amount of a comparable provision as described above and the amount initially
recognized, less any amortisation.
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Critical accounting judgements and key sources of estimation
The preparation of consolidated financial statements under IFRS requires the Group to make estimates and assumptions
that affect the application of policies and reported amounts. Estimates and judgments are continually evaluated and are
based on historical experience and other factors including expectations of future events that are believed to be reasonable
under the circumstances. Actual results may differ from these estimates. The estimates and assumptions which have the
most significant impact on the carrying amount of assets and liabilities are discussed below.
Critical accounting judgements
Going concern
Going concern presentation of the financial statements assumes that the Group will continue in operation for the foreseeable
future and will be able to realize its assets and discharge its liabilities in the normal course of operations as they come due
(Note 2).
Functional Currency
The functional currency of each of the Group’s subsidiaries is the currency of the primary economic environment in which the
entity operates. Determination of functional currency may involve certain judgements to determine the primary economic
environment and the Group reconsiders the functional currencies of its entities if there is a change in events and conditions
which determined the primary economic environment.
Key sources of estimation
Valuation of biological assets
The key assumptions underlying the valuation of the biological assets are set out in Note 6.
Impairment of assets
When there are indications that an asset may be impaired, the Group is required to estimate the asset’s recoverable amount.
The recoverable amount is the greater of value-in-use and fair value less costs of disposal. The assessment of impairment
under value-in-use is based, in part, on certain factors that may be outside of the Group’s control, and requires the use of
estimates and assumptions related to future cash flows, such as future palm oil prices, foreign exchange rates, yield and
recovery rates and operating and capital costs. These significant estimates and assumptions require management to make
decisions based on the best available information at each reporting period. It is possible that the actual recoverable amount
could be significantly different than those estimates.
Derivative liability
The Group has used an option pricing model to estimate the fair value of derivative liabilities. The Group has estimated the
fair value of the conversion features of the debentures issued.
Employee incentive liability
Management estimates the defined benefit obligation annually with the assistance of independent actuaries; however, the
actual outcome may vary due to estimation uncertainties. The defined benefit liability is based on future salary levels,
completed years of service and ages at which members will retire. Discount factors are determined close to each year-end
by reference to government bonds that are denominated in the currency in which the benefits will be paid and that have
terms to maturity approximating to the terms of the related pension liability.
New Accounting standards adopted during the year
In January 2016, the IASB issued IFRS 16 “Leases” (“IFRS 16”), which replaces IAS 17 “Leases”, and is effective for annual
periods beginning on or after January 1, 2019. IFRS 16 specifies how an entity will recognize, measure, present and disclose
leases. The standard provides a single lessee accounting model, requiring lessees to recognize assets and liabilities for
most leases on its balance sheet, as well as corresponding depreciation and interest expense. Lessors continue to classify
leases as operating or finance, with IFRS 16’s approach to lessor accounting substantially unchanged from its predecessor,
IAS 17.
The Company leases various office building, corporate apartments, vehicles and lands. Contracts are typically made for fixed
periods of 1-3 years for all except for the lands which are for 25 years, but may have extension options. Lease terms are
negotiated on an individual basis and contain a wide range of different terms and conditions.
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Until the 2018 financial year, leases of property, plant and equipment were classified as either finance or operating leases.
Payments made under operating leases were charged to profit or loss on a straight-line basis over the period of lease.
From January 1, 2019, leases are recognized as a right-of-use asset and a corresponding liability at the date at which the
leased asset is available for use by the Company. Each lease payment is allocated between the liability and finance cost.
The finance cost is charged to profit and loss and right-of-use asset depreciated over the shorter of the life of the asset and
the lease term on a straight-line basis.
The Company has elected not to recognize assets and lease liabilities for short-term leases that have a lease term of 12
months or less, and leases of low-value assets. Lease payments associated with these leases will be recognized as a
straight-line expense over the lease term. Adoption of IFRS 16 resulted in the recognition of additional lease liabilities and
right-of-use assets on the balance sheet, a corresponding increase in depreciation and interest expense representing the
accretion of the discount on the lease liability, and a decrease in lease and rental expenses. Cash flow from operating
activities is increased under IFRS 16 as lease payments for additional right-of-use asset leases are be recorded as financing
outflows in the statement of cash flows. The liabilities were measured at the present value of the remaining lease payments,
discounted using the Company’s incremental borrowing rate as of January 1, 2019. The weighted average incremental
borrowing rate applied to the lease liabilities on January 1, 2019 was 12%, consistent with other finance leases in place.
According to IFRS 16, each lease payment is allocated between the lease liability and finance cost.
Until the end of the 2018, the payments made under operating leases were charged to the consolidated income statements
on a straight-line basis over the period of the lease. On adoption of IFR 16, only depreciation charged from right-of-use
assets and interest expense on the lease liabilities are now included in the income statement. Principal portion of the lease
payments are not included in the income statement and are instead applied against the lease liability in the consolidated
statement of financial positions.
The significant judgments, estimates, and assumptions made by Management in applying IFRS 16 Leases, primarily
included evaluating the appropriate discount rate to use to discount the lease liability for each lease or groups of assets
covered under leases, as well as determining the lease term, when the lease contained an extension option, and assessing
if the Company was reasonably certain that it would exercise the extension option. Significant judgments, estimates, and
assumptions over both of these factors would affect the present value of the lease liabilities upon adoption of the new
accounting standard, as well as the associated value of the right-of-use assets.
The effects of adopting IFRS 16 as at January 1, 2019 are summarised in the table below:
Amount ($)
Operating lease commitments disclosed as at December 31, 2018
Add/(deduct):
Effect of discounting operating lease commitments
Short-term leases
Low value leases
Finance lease obligations recognized as at December 31, 2018
Lease obligations recognized as at January 1, 2019

2,605,902
(1,090,091)
1,515,811

Lease obligations recognised in:
Lease liability recognised in current liability
Other long term lease liabilities

355,895
1,159,916
1,515,811

Right-of-use of assets recognised in property, plant and Equipment:
Land

438,122

Buildings

915,056

Motor Vehicles

162,633
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1,515,811
Amount paid for short term leases during the year 2019 were $29,400.
4.

Property, plant and equipment

Land

Plant and
equipment

Buildings

Leased
land,
Vehicles
and
Property

Motor
vehicles

Assets
under
construction

Bearer
assets

Total

Year ended
December 31, 2018
At January 1, 2018

2,094,589

5,490,466

16,825,822

554,358

-

31,455,140

Additions

-

-

-

-

-

-

Disposals

-

-

-

-

-

(365,946)

Transfers

-

2,099,317

6,873,844

1,849,055

-

6,377,972

(17,200,188)

-

Depreciation

-

(172,525)

(2,663,120)

(389,797)

-

(897,343)

-

(4,122,785)

2,094,589

7,417,258

20,696,511

1,987,705

-

36,935,769

25,596,157

94,727,989

2,094,589

8,716,129

32,442,553

3,798,255

-

39,287,911

25,596,157

111,935,594

-

(1,298,871)

(11,746,042)

(1,810,550)

-

(2,352,142)

-

(17,207,605)

2,094,589

7,417,258

20,696,511

1,987,705

-

36,935,769

25,596,157

94,727,989

At December 31, 2018

2,094,589

7,417,258

20,696,511

1,987,705

-

36,935,769

25,596,157

94,727,989

Right-of-use assets on adoption of IFRS 16
(Note 3)

-

-

-

-

1,706,934

-

-

1,706,934

2,094,589

7,417,258

20,696,511

1,987,705

1,706,934

36,935,769

25,596,157

96,434,923

Additions

-

-

-

-

136,652

-

Disposals

-

-

Transfers

-

7,240,202

(1,475,283)

At December 31, 2018

(340,035)

(25,911)

22,762,467
20,033,878

79,182,842
20,033,878

At December 31, 2018
Cost
Accumulated
depreciation
Net book value
Year ended
December 31, 2019

At January 1, 2019

Impairment charge
(Note 5)
Depreciation
At December 31, 2019

(169,962)

-

-

24,582,188

24,718,840
-

(169,962)

746,222

397,612

-

9,052,520

(17,436,556)

-

(10,143,409)

(13,045,569)

(1,235,490)

-

(31,492,488)

(23,171,895)

(80,564,134)

-

(255,972)

(2,750,832)

(631,183)

(475,597)

(1,275,641)

-

(5,389,225)

619,306

4,258,079

5,476,370

518,644

1,367,989

13,220,160

9,569,894

35,030,442

2,094,589

15,956,331

33,018,813

4,195,867

1,843,586

48,340,431

32,741,789

138,191,406

(1,475,283)

(10,143,409)

(13,045,569)

(1,235,490)

-

(31,492,488)

(23,171,894)

(80,564,134)

-

(1,554,843)

(14,496,874)

(2,441,733)

(475,597)

(3,627,783)

-

(22,596,830)

619,306

4,258,079

5,476,370

518,644

1,367,989

13,220,160

9,569,894

At December 31, 2019
Cost
Impairment charge
(Note 5)
Accumulated
depreciation
Net book value

35,030,442
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During the years ended December 31, 2019, the Group capitalized borrowing costs of $1,742,224 (December 31, 2018:
$1,221,868) on qualifying assets. Borrowing costs were capitalized at the weighted average of the Group’s general
borrowings at a rate of 9.57% up until March 14, 2019 and 9.68% up until September 15, 2019 and 9.05% from that date.
5.

Impairment charges

As at December 31, 2019, the market capitalisation of the company was less than the net book value of the Company which
means under IAS 36 para 12(d) there is an indicator of impairment at year end which necessitates an impairment test for the
company. This would entail determining the Recoverable Amount of the Cash Generating Units (i.e. the higher of the Fair
Value less Costs of Disposal or Value in Use of the plantations) and comparing it to the carrying amount of the CGU. If the
carrying amount of CGU is higher than the recoverable amount, there will be an impairment charge to be booked in the
income statement of the Company and if carrying amount is higher than the recoverable amount, there is no need to book
the impairment charge in the income statement.
As per IAS 36, the recoverable amount is the higher of an asset’s fair value less costs of disposal and it value in use. As
there is no active offer made by any of shareholders or third parties to buy the Company and there is no other company
operating which can be comparable working in the same environment as Feronia, it is difficult to determine the fair value of
the business. Hence the recoverable amount assessed using the “Value In Use” of the business. Value in use is the present
value of the future cash flows expected to be derived from the CGU.
As at December 31, 2019 the carrying value of Company exceeds its estimated recoverable amount resulting in an
impairment charge of $80,500,000 being recognised in the consolidated income statement. The recoverable amount of
$31,000,000 as at December 31, 2019 was calculated based on the future cash flows of 25 years utilising the latest
information available from budgets and management’s estimates and assumptions. A long term sales price of palm oil of
$700 per tonne was used. These projected cash flows were prepared in current dollars and discounted using a real discount
rate of 12% representing the weighted average real cost of capital.
Sensitivities:
The projected cash flow and estimated recoverable amount can be affected by any one or more charges in the estimated
used. Changes in selling price by $50 up or down, the impairment will go up or down ranging between $25,000,000 to
28,500,000 and change in the discount rate by 1% up or down the value will go up or down ranging between $1,000,000 to
$4,000,000.

6.

Biological assets

The figures in respect of fresh fruit bunches (“FFB”) prior to harvest are based on the average selling price of the oil for the
period ended December 31, 2019 less the cost of harvesting and evacuation of FFB. The market price is applied to a weight
of crude palm oil (“CPO”) which is calculated on the estimated weight of FFB on the oil palms using the average oil
extraction rate achieved for the period. The weight derives from the assumption that the maximum amount of ripe fruit on oil
palms can be no more than the amount of production that would normally be achievable in the period between harvest
rounds. Based on this, the Group estimates the amount of fruit on the oil palms to be used in the calculation of this value is
one week’s average harvest based on the actual harvest for the first week of the following month.
December 31,

December 31,

2019

2018

Biological assets, beginning of period

254,860

319,078

Biological (loss)/gain for the period

(12,582)

(64,218)

Biological assets, end of period

242,278

254,860
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7.

Share capital
Shares

Shares

#

(amount)

424,547,025

124,383,443

59,169,444

8,500,000

Balance, December 31, 2018

483,716,469

132,883,443

Shares issued (net of share issue cost) (ii)

346,062,202

19,139,829

-

19,465,770

829,778,671

171,489,042

Balance, December 31, 2018
Shares issued for cash (i)

Transaction with non-controlling interest (iii)
Balance, December 31, 2019

8.

(i)

On September 25, 2017, the Company entered into a subscription agreement for the private placement of
common shares of the Company to KKM at a price of CDN$0.18 per common share for gross proceeds of
$17,500,000. The Company closed the first $9,000,000 tranche of the private placement on October 16, 2017,
based on a fixed exchange rate of CDN$1.253 per $1.00 as set out in the applicable subscription agreement,
and the second tranche of the private placement of $8,500,000 on January 19, 2018. The Company issued
62,650,000 common shares on October 17, 2017 and 59,169,444 common shares on January 19, 2018 to
KKM at CDN$0.18 per common share. The Company incurred transaction costs of $750,020 in connection with
the private placement.

(ii)

On May 31, 2019, the Company completed the Private Placement of common shares to CDC, KKM and GOHL
at a price of CDN$0.075 per common share for gross proceeds of $19,311,507. The Company issued an
aggregate of 346,062,202 common shares pursuant to the Private Placement, including 202,702,203 common
shares issued in settlement of the Initial Bridge Loan Facilities provided by KKM and CDC in the aggregate
amount of US$11,311,507. The Company incurred transaction costs of $171,678 in connection with the Private
Placement.

(iii)

On May 15, 2019, the Company reversed its previously capitalized intercompany loan to PHC and converted
back them to intercompany loan. As a result, the Company’s equity interest in PHC was reduced from 83.37%
to 76.17%, with the DRC Government, through the Ministry of Portfolio, equity interest increasing from 16.63%
to 23.84%.

Share-based payment and other reserves

Balance beginning of the year
DSUs vesting
DSUs forfeited

December 31,
2019
$
4,322,629

December 31,
2018
$
3,941,537

162,890

544,654

(491,518)

(163,562)

3,994,001

4,322,629

As at December 31, 2019, the Company had the following outstanding options to purchase common shares:

21

Feronia Inc.
Notes to the consolidated financial statements
For the years ended December 31, 2019 and 2018
Expressed in United States Dollars, except where otherwise noted

Date of Grant

September 9, 2010
September 9, 2010
September 9, 2010
September 23, 2010
November 30, 2011
June 17, 2013

Remaining
Contractual
Life (Years)

0.19
0.19
0.19
0.73
1.92
3.46

Number of
Stock
Options
Outstanding
#

Number of
Stock
Options
Exercisable
#

March 10, 2020 (1)

99,000

99,000

March 10, 2020 (1)

99,000

99,000

March 10, 2020 (1)

102,000

102,000

September 23, 2020 (2)

55,261

55,261

November 30, 2021 (3)

126,500

126,500

50,000

50,000

Expiry Date

June 17, 2023 (4)

Weighted
Average
Exercise
Price
$
1.00
2.50
5.00
4.59
1.91

424,730
352,721
351,326
202,312
390,394
34,398

0.92

Unamortized portion of options
Total Options

Grant date
fair value of
Options
Outstanding
$

270,260
531,761

2.63

2,026,141

The fair value of these options at the date of grant was estimated using Black-Scholes option pricing model based on the
following assumptions:
(1) expected dividend yield of 0%; risk-free interest rate of 3.51%; expected life of 10 years; and expected volatility of 60.84%;
these options expired on March 10, 2020 unexercised.
(2) expected dividend yield of 0%; risk-free interest rate of 2.87%; expected life of 10 years; and expected volatility of 58.33%.
(3) expected dividend yield of 0%; risk-free interest rate of 2.15%; expected life of 10 years; and expected volatility of 85.02%.
(4) expected dividend yield of 0%; risk-free interest rate of 2.32%; expected life of 10 years; and expected volatility of 63.88%.
The Company has used historical and index volatility to estimate the volatility of the share price.
The following table summarizes movements in the DSUs during the period ended December 31, 2019.
Number of
DSUs
#

Weighted
Average
Exercise
Price

Balance, December 31, 2018

13,986,007

$
0.20

Forfeited

(9,348,893)

0.20

Issued

13,877,600

0.06

Balance, December 31, 2019

18,514,714

0.10

As at December 31, 2019, the Company had the following outstanding DSUs:
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Date of Grant

Remaining
Contractual
Life (Years)

January 1, 2015
April 28, 2017
June 18, 2019

0.00
2.01
5.01

Expiry Date
January 1, 2020 (1)
September 1, 2022
January 1, 2025

Number of
DSUs
Outstanding
#
675,062
3,962,052
13,877,600

Number of
DSUs
Exercisable
#
675,062
3,962,052
-

18,514,714

4,637,114

Total DSUs

Weighted
Average
Exercise
Price
$

Grant date
fair value of
DSUs
Outstanding
$

0.33
0.19
0.06

222,771
752,790
162,891

0.10

1,138,452

(1) These deferred shared units have expired on January 1, 2020 unexercised.
The vested deferred share units are only cancelled or forfeited on holder’s early departure from the company.
9.

Inventory
December 31,
2019

December 31,
2018

Crude Palm Oil, Palm Kernel Oil, Seeds and other consumables

5,170,205

6,223,138

Materials and supplies

5,696,540

4,038,521

10,866,745

10,261,659

The cost of inventories for the years ended December 31, 2019 and 2018 includes $5,737,377 and $2,723,448 respectively,
of inventory write-downs to bring the crude palm oil, palm kernel oil, seeds and other consumables to their net realizable
value.

10. Accounts payable and accrued liabilities
December 31,
2019

December 31,
2018

Trade payables

4,321,350

8,039,507

Accrued expenses

4,639,026

3,495,180

Advance received from customers

2,775,740

512,128

Interest payables (note 1(c) and 1(e))

3,954,618

1,413,728

57

2,468,492

PHC Taxes payables

397,084

730,371

Debenture interest payable ((note 1(a) and 1(b))

859,136

-

Other payables

755,249

664,808

17,702,260

17,324,214

PHC Bank overdraft
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11. Borrowings
The Company has the following borrowings as of December 31, 2019 and December 31, 2018.
December 31,
2019

December 31,
2018

Debentures (a)

2,565,143

2,150,580

Convertible Loan Facility (b)

4,214,979

3,966,026

47,918,174

47,676,066

1,246,473

-

16,000,000

-

71,944,769

53,792,672

December 31,
2019
67,133,157
4,811,612

December 31,
2018
47,676,066
6,116,606

71,944,769

53,792,672

December 31,
2019

December 31,
2018

2,150,580

2,083,957

325,669

225,979

88,894

(159,356)

2,565,143

2,150,580

DFI Debt Facility (c)
Finance lease obligation (d)
Bridge Loan Facilities (e)

Current portion
Non-current portion
Borrowings, at the end of year
(a) Debentures

Debentures, beginning of year
Debenture accretion expense
Exchange (gain) or loss on Debentures
Borrowings, at the end of year

In 2012, the Company issued by way of private placement CDN$5,363,000 aggregate principal amount of Debentures
bearing interest at a rate of 12.0% per annum, payable semi-annually with an initial maturity date of July 24, 2017. The
principal amount of the Debentures was initially convertible at the holder's option into common shares at any time prior to the
close of business on July 24, 2017 at a conversion price of CDN$1.75 (post-consolidation) per share. The Debentures are
governed by a trust indenture between the Company and TSX Trust Company dated July 24, 2012, as amended and
supplemented from time to time. On July 19, 2017, the Company obtained the consent by extraordinary resolution of the
holders of its Debentures for certain amendments to the trust indenture including a reduction in the conversion price to
CDN$0.275 per share and an extension of the maturity date until July 24, 2022.
The carrying value of the Debentures is subsequently measured at amortised cost and will be accreted to the face value
through a periodic charge to accretion expense, with a corresponding credit to the liability component over the remaining life
of the debt. This accretion is based on the effective interest method. As of December 31, 2019, the carrying value of the
Debentures (including foreign currency and accretion) was $2,565,143. The Company incurred transaction costs of $197,954
in July 2017 associated with the amendment to trust indenture. The transaction costs were netted against the fair value of
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the convertible debt.
As the conversion feature on the Debentures is denominated in Canadian dollars, the amended trust indenture contains an
embedded derivative related to this conversion feature. The embedded derivative liability was initially measured at fair value
and is being subsequently measured at fair value, with gains and losses recorded on the consolidated statement of loss.
The Company did not make its scheduled semi-annual interest payment of CDN$321,780 due on December 31, 2019 on the
Debentures (Note 2). As such, the balance of the liability is disclosed as current liability.
(b) Convertible Loan Facility
December 31,
2019

December 31,
2018

Convertible Loan Facility – Debt

-

4,871,995

Convertible Loan Facility – Interest

-

269,187

Loan as at June 19, 2018

-

5,141,182

New Convertible Loan Facility as at June 19, 2018

New Convertible Loan Facility, beginning of year

5,141,182

3,966,026

-

Transaction cost associated with conversion

-

(58,175)

Future value of conversion option transferred to derivative

-

(1,230,127)

248,953

113,146

4,214,979

3,966,026

Accretion Expense
Debt, as at the end of period

On June 21, 2018, the Company refinanced its existing convertible loan agreement with CDC in the aggregate amount of
$5,141,182 (including principal and accrued interest). The convertible loan was first provided to the Company in November
2013 by CDC. Transaction costs of $58,175 were incurred as part of the loss on the extinguishment of the original debt.
The Company and CDC entered into a new convertible loan facility (the "New Convertible Loan Facility”) for the amount
outstanding relating to principal payments and accrued interest payments under the previous loan of $5,141,182. The
original debt matured on refinancing and no gain or loss was recognized. The principal amount of the New Convertible Loan
Facility bears interest at rate of 12% per annum and is convertible into common shares of the Company at a conversion price
of CDN$0.275 per common share. Any common shares issuable upon the conversion of the New Convertible Loan Facility
are subject to a statutory four month and one day hold period from the date of the New Convertible Loan Facility in
accordance with applicable securities legislation.
As the conversion feature on the New Convertible Loan Facility is denominated in Canadian dollars, the loan agreement
contains an embedded derivative related to this conversion feature. The embedded derivative liability was initially measured
at fair value and is being subsequently measured at fair value, with gains and losses recorded on the consolidated statement
of loss.
(c) DFI Debt Facility

DFI Debt Facility drawn

December 31,
2019

December 31,
2018

47,676,066

47,463,582
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Accretion Interest

242,108

212,484

47,918,174

47,676,066

On December 21, 2015, the Group entered into the DFI Debt Facility for up to $49,000,000 with a syndicate of European
lenders consisting of four development finance institutions.
The first drawdown on the DFI Debt Facility of $15,000,000 occurred on April 13, 2016, the second drawdown of
$10,000,000 occurred on February 13, 2017, the third drawdown of $10,000,000 occurred on June 9, 2017 and the last
drawdown of $14,000,000 occurred on November 3, 2017. The transaction cost of the borrowing is $1,820,606. The
transaction cost will be amortised over the period of the loan.
The rate of interest on each loan for the each interest period is percentage rate per annum, which is aggregate of the
applicable (a) margin; and (b) LIBOR. The interest and any fees on the DFI Debt Facility are payable on March 15th and
September 15th of each year ending up until September 15, 2024.
The DFI Debt Facility is subject to covenants, pledges and charges typical of a loan facility of this nature and is secured by
way of a first ranking security against the assets of PHC and by way of a pledge of the shares of PHC by a Belgian
subsidiary of Feronia.
The amount advanced under the DFI Debt Facility is to be repaid semi-annually over a six year period commencing
September 2019. The Company’s operating subsidiary PHC did not make its scheduled semi-annual principal and interest
payment of $4,245,566 due on September 14, 2019 under the DFI Debt Facility. Although the Group is currently in breach of
the DFI Debt Facility agreement, it has not received written notice from the lenders advising that they will accelerate
repayment of the DFI Debt Facility. The DFI Debt Facility has been reclassified as a current liability in the Company’s
financial statements. (Note 2)

(d) Finance lease obligation
The Company leases various office building, corporate apartments, vehicles and lands. Contracts are typically made for fixed
periods of 1-3 years for all except for the lands which are for 25 years, but may have extension options. Lease terms are
negotiated on an individual basis and contain a wide range of different terms and conditions.
The adoption of IFRS 16 resulted in the recognition of additional lease liabilities and right-of-use assets on the balance
sheet, a corresponding increase in depreciation and interest expense representing the accretion of the discount on the lease
liability, and a decrease in lease and rental expenses. Cash flow from operating activities has increased under IFRS 16 as
lease payments for additional right-of-use asset leases are be recorded as financing outflows in the statement of cash flows.
The liabilities were measured at the present value of the remaining lease payments, discounted using the Company’s
incremental borrowing rate as of January 1, 2019. The weighted average incremental borrowing rate applied to the lease
liabilities on January 1, 2019 was 12%, consistent with other finance leases in place.
As at December 31, 2019, the Company had the following finance lease obligation.

Lease liability recognised as January 1, 2019
Additional lease liability during the year
Less: Lease principal payments

December 31,
2019

December 31,
2018

1,515,811

-

117,753

-

(387,091)

-

1,246,473

-
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The lease liability is categorised as current and non-current portion as below.
December 31,
2019
Current portion
Non-current portion
Finance lease obligation, at the end of year

649,840
596,633
1,246,473

(e) Bridge Loan Facilities
As at December 31, 2019, an aggregate of $16,000,000 had been advanced to the Company under the New Bridge Loan
Facilities by CDC (Note 2). The New Bridge Loan Facilities bear interest at a rate of 4% per annum with an amended
maturity date of June 30, 2020, subject to acceleration in certain circumstances.
December 31,
2019
Loan advanced on October 28, 2019
Loan advanced on November 28, 2019
Total advanced as at year end

December 31,
2018

5,000,000

-

11,000,000

-

16,000,000

-

12. Derivative liabilities

Derivative liability, beginning of year
Derivative liability of convertible loan (Note 11(b))
Change in fair value
Exchange (gain) / loss on Embedded Derivatives
Derivative liability, end of year

December 31,
2019

December 31,
2018

1,954,150

4,466,380

-

1,230,126

(2,000,236)

(3,512,391)

46,086

(229,965)

-

1,954,150

The embedded derivative relating to the conversion feature on the Debentures (Note 11(a)) was recognised at its fair value
upon initial measurement, which is equal to the present value of the future cash flows, discounted using the prevailing
market rate for a similar instrument with similar credit risk. Changes in fair value are recorded in the consolidated statement
of loss.
The embedded derivative relating to the conversion feature on the Convertible Loan Facility (Note 11(b)) was recognised at
its fair value of $1,230,126 upon initial measurement, which is equal to the present value of the future cash flows, discounted
using the prevailing market rate for a similar instrument with similar credit risk. Changes in fair value of derivatives are
recorded in the consolidated statement of loss. Due to the current share price, the value of derivative has been valued at Nil
as at December 31, 2019.
13. Other provisions
Through its acquisition of PHC in 2009, the Group assumed PHC’s employee incentive plan. The obligation associated with
the plan is based on a function of compensation levels, benefit formulas and years of service. The measurement dates used
for the accounting valuation for the defined benefit plan were as at December 31, 2019 and December 31, 2018. Information
about the employee incentive plan for the period ended December 31, 2019 and December 31, 2018 is as follows:
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Benefit liability
Accrued benefit obligation, beginning of year
Current service cost
Interest cost
Benefit paid during the year
Effect of foreign exchange
Actuarial (gains)/loss
Accrued benefit obligation, end of year

December 31,
2019

December 31,
2018

3,254,875

3,747,367

143,913

115,741

423,507

539,279

(1,364,847)

(912,227)

(62,586)

(110,201)

819,536
3,214,398

(125,084)
3,254,875

The weighted average assumptions in measuring the accrued employee incentive liability for the periods ended December
31, 2019 used the discount rate of 11.56% and December 31, 2018 used discount rate of 16.3%. The discount rate for the
current year revised based on the average rate of the 10 year bonds issued in the similar African countries as at December
31, 2019.
The employee incentive liability is categorised as current and non-current portion as below.

Current portion
Non-current portion
Accrued benefit obligation, end of year

December 31,
2019
272,212
2,942,186
3,214,398

December 31,
2018
283,135
2,971,740
3,254,875

14. Non-controlling interest
Non-controlling interest includes the DRC government’s 23.84% (previously 16.63%) interest in PHC and Plantations
Elevages Kitomesa sarl’s 20% interest in Feronia PEK.
On December 14, 2016, the Company capitalized intercompany loans into equity in PHC. As a result, its equity interest in
PHC increased from 76.17% to 83.37%, reducing the DRC Government’s equity interest, through the Ministry of Portfolio,
from 23.84% to 16.63%.
On May 15, 2019, the Company reversed its previously capitalized intercompany loan to PHC and converted back them to
intercompany loan. As a result, the Company’s equity interest in PHC was reduced from 83.37% to 76.17%, with the DRC
Government, through the Ministry of Portfolio, equity interest increasing from 16.63% to 23.84%.
Percentage of profit or loss on each component of other comprehensive income is attributed to the owners of the noncontrolling interests.

Non-controlling interest, beginning of Year
Adjustment for adoption of IFRS 16 (Note 3)
Opening Balance (restated) as of January 1, 2019

December 31,
2019

December 31,
2018

4,186,519

2,392,897

(45,545)

-

4,140,974

2,392,897
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Share of loss

22,150,480

1,793,622

Transaction with non-controlling interest

19,465,770

-

Non-controlling interest, end of Year

45,757,224

4,186,519

15. Revenue
The following is the breakdown of revenue as per product. Substantially all of the Company’s revenues are recognized at a
point-in-time.
2019
2018
Sales of CPO

27,160,039

27,354,313

Sales of PKO

1,609,986

1,231,843

884,334

535,795

29,654,359

29,121,951

December 31,
2019

December 31,
2018

17,885,081

14,656,265

Employee incentive liability (credit)/charge

(392,751)

(126,680)

Amortisation

3,637,988

3,221,605

21,130,318

17,751,190

December 31,
2019

December 31,
2018

Professional fees

2,024,744

1,829,854

Consultancy fees

521,224

118,332

Share based payment

(328,628)

381,092

Employee Incentive Liability

(404,676)

(130,527)

Salaries and wages

5,501,461

5,311,554

Government related taxes and fees

3,181,279

1,447,509

Kinshasa office and associated costs

1,267,607

1,459,639

Staff Travel & Subsistence

1,147,532

1,181,300

Corporate costs

1,149,231

1,333,011

Others

16. Cost of sales

Direct operating costs (1)

(1) This includes $5,700,000 write down of the inventory to cost of sales
17. Selling, General and Administration costs

Reallocation of overhead to Bearer Assets
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Other general and administrative expenses

(151,774)

(366,168)

717,497

598,140

14,625,497

13,163,736

18. Finance cost

Interest and bank charges
Accretion expense

Less: amount capitalised on qualifying assets

December 31,
2019

December 31,
2018

6,614,633

7,326,683

816,730

551,610

7,431,363

7,878,293

(1,742,224)

(1,221,868)

5,689,139

6,656,425

The amount of interest expense related to lease liability is $162,428.
19. Income Taxes
The following table shows components of current and deferred tax expenses.
2019

2018

Current tax on profits for the year

301,123

310,884

Total current tax

301,123

310,884

-

-

Impact of change in DRC tax rate

(147,669)

-

Total deferred tax

(147,669)

-

153,454

310,884

Current Tax :

Deferred tax:
Origination and reversal of temporary differences

Income tax expense

The Company’s income tax income tax has been calculated on the estimated assessable taxable profit for the year at the
rates prevailing in the respective foreign tax jurisdictions. The statutory tax rate in the countries where the company
operates for all the years presented are:
2019

2018

Canada

26.50%

26.50%

Democratic Republic of Congo

30.00%

35.00%

United Kingdom

19.00%

19.00%

Belgium

20.40%

20.40%

Jurisdiction

The tax on the Group’s profit before tax differs from the theoretical amount that would arise using the statutory tax rate
applicable to profits of the consolidated entities as follows:
2019

2018

Profit / (Loss) before tax

(91,019,757)

(5,985,283)

Tax expense / (recovery) calculated at Canadian statutory rate

(24,120,236)

(1,586,100)
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Tax effects of
Difference in foreign tax rates
Non-deductible / (taxable) expenses / (income)
Losses not recognized
Losses utilized
Other
Income tax expense

(3,277,697)

(862,470)

(87,086)

287,728

27,637,728

2,493,215

(186,577)

(332,373)

187,322

310,884

153,454

310,884

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

Deferred Tax Liabilities

Acquisition
of PHC

Fair value of
biological
assets

Total

At December 31, 2017

821,442

111,677

933,119

(783)

(22,476)

(23,259)

-

-

-

820,659

89,201

909,860

(135,158)

(16,517)

(151,675)

-

-

-

685,501

72,684

758,185

Charged / (credited) to the income statement
Charged / (credited) to equity
At December 31, 2018
Charged / (credited) to the income statement
Charged / (credited) to equity
At December 31, 2019

Deferred income tax assets are recognized for tax loss carry-forwards to the extent that the realization of the related tax
benefit through future taxable profits is probable. The Group did not recognise deferred income tax assets in respect of
losses amounting to $4,561,167 (2018 – $4,499,996) in Canada that expire in 2026, and losses amounting to $18,966,869
(2018 – $15,666,127) in DRC that can be carried forward against future taxable income. The losses in DRC have an
unlimited carry forward period, subject to an annual utilisation limitation of 60% of tax profits. Deferred tax assets were also
not recognised on share issue costs amounting to $577,479 (2018 – $636,096).
20. Financial instruments
Details of the significant accounting policies and methods adopted (including the criteria for recognition, the bases of
measurement, and the bases for recognition of income and expenses) for each class of financial asset and financial liability
are disclosed in Note 3.
The following table illustrates the classification of the Group’s financial assets and financial liabilities within the fair value
hierarchy as at December 31, 2019 and December 31, 2018:
Financial Instrument
Classification for
2019

December 31,
Level

2019

December 31,
2018

Financial assets
Cash

Amortised cost

3,379,508

2,138,894

Receivables

Amortised cost

467,226

294,847

Biological assets

FVPL

242,278

254,860

Level 3
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Financial liabilities
Accounts payables and Accrued
liabilities
Bank overdraft
Other payables
Debenture interest payable

Amortised cost

15,690,734

13,460,543

Amortised cost

57

2,468,492

Amortised cost

397,084

1,395,179

Amortised cost

859,136

-

Borrowings

Amortised cost

Level 2

71,944,769

53,792,672

Derivative liability

FVPL

Level 3

-

1,954,150

The fair value of cash, receivables, accounts payable and accrued liabilities, debentures and borrowings approximate their
carrying values as a result of the short-term nature or the variable interest rate associated with the instruments, or the fixed
interest rate of the instruments being similar to market rates.
The Group measures certain of its financial assets and liabilities at fair value on a recurring basis and these are
classified in their entirety based on the lowest level of input that is significant to the fair value measurement.
Certain non-financial assets and liabilities may also be measured at fair value on a non-recurring basis. There are
three levels of the fair value hierarchy that prioritize the inputs to valuation techniques used to measure fair value,
with Level 1 inputs having the highest priority. The three levels of the fair value hierarchy are: Level 1, which are
inputs that are unadjusted quoted prices in active markets for identical assets or liabilities; Level 2, which are
inputs other than Level 1 quoted prices that are observable for the asset or liability, either directly or indirectly;
and Level 3, which are inputs for the asset or liability that are not based on observable market data.
During the years ended December 31, 2019, there were no transfers between level 1, 2 and 3 and there were no changes in
the valuation techniques.
Financial risk factors:
The Group’s activities expose it to a variety of financial risks: market risk (including foreign exchange risk and interest rate
risk), credit risk and liquidity risk. The Group’s overall risk management program seeks to minimize potential adverse effects
on the Group’s financial performance.
(a)

Market risk

(i)

Foreign exchange risk

The Group's presentation currency is the United States dollar and major purchases are transacted in United States dollars.
The Group funds certain operations using the Congolese Franc currency from its bank accounts held in the DRC.
Management closely monitors the foreign exchange risk derived from currency conversions but does not hedge its foreign
exchange risk. Foreign exchange risk arises on recognized assets and liabilities, principally trade payables, cash and
investments in foreign operations.
Foreign exchange risk arises when future recognized assets or liabilities are denominated in a currency that is not the
subsidiary’s functional currency.
(ii)

Interest rate risk

The Group’s interest rate risk arises from the DFI Debt Facility that is subject to a floating interest rate, which could change.
A difference in the interest rates of 1% on the December 31, 2019 balance of the DFI Debt Facility would result in a change
to net loss of approximately $490,000. Cash has limited interest rate risk due to its short-term nature.
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(b)

Credit risk

The Group's credit risk is primarily attributable to cash and receivables. Two customers purchase 88% (2018 – 97%) of the
Company’s CPO production and although the Group has a good business relationship with both of the customers, there is no
guarantee that the Group will be able to continue these relationships on terms acceptable to the Group.
Financial instruments included in receivables consist of receivables from unrelated companies.
Management believes that the credit risk concentration with respect to financial instruments included in accounts receivable
is low as the majority of the Group’s sales are to two large long-standing customers and the Group limits cash risk by dealing
with credit worthy financial institutions.
(c)

Liquidity risk

Cash flow forecasting is performed in the operating entities of the Group and aggregated in head office which monitors
rolling forecasts of the Group’s liquidity requirements to ensure it has sufficient cash to meet operational needs at all times.
The Group’s approach to managing liquidity risk is to provide reasonable assurance that it can provide sufficient capital to
meet liabilities when due. The Group remains dependent upon future liquidity from capital sources or positive cash flows
from business operations. The inability to obtain additional funding on a timely basis will have a material adverse effect on
the financial condition, business and operations of the Group (see Note 2).
As at December 31, 2019, the Group had net working capital deficit of $67,397,629 including a cash balance of $3,379,508.
The majority of the Group’s financial liabilities has contractual maturities of less than 30 days and is subject to normal trade
terms. An exception to this is the employee incentive liability that falls due over the anticipated qualifying leaving date, which
will frequently be the retirement date.
December 31, 2019
3 months
Less than 3
to
months

1 year

1-5 years

Accounts payable and
accrued liabilities

17,702,260

-

-

Borrowings

67,133,157

-

4,811,612

December 31, 2018
3 months
Less than 3
to
months

1 year

1-5 years

Accounts payable and
accrued liabilities

17,324,214

-

-

Borrowings

47,676,066

-

6,116,606

The table above analyses the Group’s non-derivative financial liabilities into relevant maturity groupings based on the
remaining period from the date of the consolidated statements of financial position to the contractual maturity date.
Capital management
The Group considers its capital structure to consist of shares, stock options, warrants, convertible debt and the DFI Debt
Facility. The Group manages its capital structure and makes adjustments to it, based on the funds available to the Group, in
order to support its ongoing operations.
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The Group’s objectives when managing capital are to maintain financial flexibility in order to preserve its ability to meet
financial obligations, including potential obligations arising from additional acquisitions, maintain a capital structure that
allows the Group to favor the financing of its growth strategy using internally generated cash flows and optimize the use of
capital to provide an appropriate investment return to its shareholders. In order to maintain or adjust its capital structure, the
Group may raise new debt or issue new shares.
There were no changes to the Group’s capital management approach during the year ended December 31, 2019.
21. Related party disclosures
During the year ended December 31, 2019, the Group entered into the Initial Bridge Loan Facilities with CDC and KKM,
completed the Private Placement with CDC, KKM and GOHL and entered into the New Bridge Loan Facilities with CDC
(described above under Note 2). As of the date hereof, each of CDC, KKM and GOHL beneficially own, or control or direct,
directly or indirectly, voting securities of the Company carrying 10% or more of the voting rights attached to the common
shares.
The Company made the following payments to related parties during the years ended December 31, 2019 and 2018:

Purchase of services:

Board fees

December 31,
2019

December 31,
2018

402,699

392,917

402,699

392,917

Key management compensation
Key management includes the Chief Executive Officer, the Chief Financial Officer, the Chief Operating Officer and the
directors of the Company. The compensation paid or payable to key management for employee services is as follows:

Salaries and short-term employee benefits
Change in fair value of share-based payments

Change in fair value of share-based payments

December 31,
2019

December 31,
2018

905,883

719,593

December 31,
2019

December 31,
2018

(328,628)

381,092

December 31,

December 31,

2019
247,520

2018
236,386

Payables to related parties

Board of directors fees

The payables to related parties relate to normal course expenses incurred on behalf of the Company.
22. Contingent liabilities
The Group is, from time to time, involved in various claims, legal proceedings and complaints arising in the ordinary course
of business. The Group cannot reasonably predict the likelihood or outcome of these actions. The Board of Directors of the
Group does not believe that adverse decisions in any other pending or threatened proceedings related to any matter, or any
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amount which may be required to be paid by reason thereof, will have a material effect on the financial condition or future
results of operations. The Group specifically has on-going cases related to claims made by parties in relation to:
-

A claim to land in the town of Mbandaka for an amount of $5,000,000. This matter was heard before the court in
2017 and following an appeal the court decreed a stay.

-

a claim by an individual related to a former employee for $3,200,000. This matter was postponed to January 2020
for preparation of the hearing.

The Group cannot predict the outcome of either of these matters and intends to vigorously defend its position in each
case. Although the aggregate value of these claims is material the company does not believe that when the cases have
been concluded they will have a material effect on the financial condition of future results of operations. As at December 31,
2019, provisions related to others matters totalled $204,894 (December 31, 2018: $634,455).
Refer to Note 1 for the uncertainty on the Loi Portant Principes Fondamentaux Relatifs A L’Agriculture”.
23. Subsequent events

a)

COVID–19 : Impact of global Pandemic on business

In March 2020, the World Health Organization characterized the outbreak of the novel strain of coronavirus, specifically
identified as “COVID-19”, as a global pandemic.
This has resulted in governments worldwide, including the Government of the DRC, enacting emergency measures to
combat the spread of the virus, which include the implementation of travel bans, self-imposed quarantine periods and social
distancing in some areas.
At the current time, the remoteness of the Company’s operations mean it is largely unaffected by either the pandemic or the
measures in place to combat it. Nonetheless, the Company has put in place a number of its own measures to help protect its
staff, their families and the communities around its operations, in the event that COVID-19 does spread and it continues to
monitor the situation carefully.
As yet, the Company has not experienced any adverse impact on demand for, or the pricing of, its palm oil products, which
are sold entirely in the DRC. However, as it is not possible to reliably estimate the length and severity of the global pandemic
or the measures in place to combat it, there is significant uncertainty as to the impact this outbreak may have on the
Company’s supply chain, the ability for key management to travel both domestically and internationally, future demand and
pricing for the Company’s products and the potential impact on the financial results and condition of the Company for future
periods.
b)

Additional bridge loan facilities

On March 20, 2020, Feronia Maia entered into an unsecured subordinated short term loan facility with CDC for up to
$4,500,000. This facility bears interest at a rate of 4% per annum with a maturity date of June 30, 2020, subject to
acceleration in certain circumstances. The maturity dates of the New Bridge Loan Facilities were amended extended to June
30, 2020 in connection with this new facility (Note 2).
On May 20, 2020, Feronia Maia entered into an additional unsecured subordinated short term loan facility with KN Agri for
$15,000,000 of which $5,000,000 was advanced in May 2020. This facility bears interest at a rate of 4% per annum and
matures at the earlier of five business day after demand for repayment by the lender, or upon a restructuring event occurring.
In addition, Feronia Maia has entered into a non-binding term sheet with Straight KKM 2 Limited, an affiliate of KN Agri, to
provide up to an aggregated $28,000,000 (inclusive of short term loan facility) in debt financing, subject to various conditions
precedent and execution of definitive loan documentation.
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