GROUP HOLDINGS LIMITED
FINANCIAL STATEMENTS
For the year ended

31 March 2018

GROUP HOLDINGS LIMITED
FINANCIAL STATEMENTS
For the year ended 31 March 2018

CONTENTS

Page

Directors' report
Directors' responsibility
Independent

statement

2

auditor's report

3-4

Statement of financial position
Statement of profit or loss and other comprehensive
Statement of changes in equity
Statement of cash flows
Notes to the financial statements

5
income

6
7
8

9-22

GROUPHOLDINGSLIMITED
DIRECTORS'REPORT
For the year ended 31 March 2018

The Directors have pleasure in submitting the report together with the audited financial statements for the year
ended 31 March 2018.
Nature of the Business
Group Holdings Limited ("the Company") is a subsidiary of Group Developments Limited, a company incorporated
in Malawi. The company rents out its land resources to a fellow subsidiary Naming'omba Tea Estates Limited for
the purpose of growing and processing tea, macadamia, tobacco and forestry products.
hcorporation and Registered Office
Group Holdings Limited isa company incorporated in Malawi under the Malawi CompaniesAct, and its registered office
is at Naming'omba Tea Estate, P.O. Box 2, ThyoLo,MaLawi.
Financial performance
The results and state of affairs of the Company are set out in the accompanying statements of financial position,
profit or loss and other comprehensive income, changes in equity and cash flows and the notes to the financial
statements.
Board of directors and secretary of the Company
The following directors and secretary of Naming'omba Tea Estates Limited who served during the year:Name
Mr. Vijay Kumar
Mr. AmosSuluma
Mr. Arthur AlickMsowoya
Mr. William Chibwe
Mr. Remmie Ng'omba
Mrs. SusanMkandawire

Position
ManagingDirector
Director
Director
Director
Director
Secretary

Duration
whole year
whole year
whole year
whole year
whole year
From 27ltl December 2017

Nationality
Indian
Malawian
Malawian
Malawian
Malawian
Malawian

Legal advisors
Wilson and Morgan
POBox 527
Blantyre
Auditors
Messrs. KPMG,Chartered Accountants and BusinessAdvisors (Malawi) have expressed their willingness to continue in
office as auditors in respect of the Company's 31 March 2019 financial statements and a resolution proposing their
appointment will be tabled at
forthcoming Annual General Meeting.

Date:·Q4.~··~T··2018

GROUPHOLDINGSLIMITED
DIRECTORS'RESPONSIBILITY
STATEMENT
For the year ended 31 March 2018
The directors are responsible for the preparation and fair presentation of the financial statements of Group Holdings
Limited, comprising the statement of financial position at 31 March 2018, and the statements of profit or loss and other
comprehensive income, changes in equity and cash flows for the year ended, and the notes to the. financial statements,
which include a summary of significant accounting policies and other explanatory notes in accordance with International
Financial Reporting Standards, and in the manner required by the CompaniesAct, 2013 of Malawi. The directors are also
responsible for the preparation of the Directors' report.
The CompaniesAct also requires directors to ensure the Company keeps proper accounting records which disclose with
reasonableaccuracy at any time the financial position of the Companyand enable them to ensure that the annual financial
statements comply with the requirements of the CompaniesAct, 2013 of Malawi.
In preparing the financial statements, the directors accept responsibility for the following:
•
•
•
•
•

maintenance of proper accounting records;
selection of suitable accounting policies and applying them consistently;
making judgements and estimates that are reasonable and prudent;
compliance with applicable accounting standards, when preparing financial statements, subject to any material
departures being disclosed and explained in the annual financial statements; and
preparation of annual financial statements on a going concern bases unless it is inappropriate to presume that the
company will continue in business.

The directors are responsible for such internal control as the directors determine is necessaryto enable the preparation
of annual financial statements that are free from material misstatement, whether due to fraud or error and for maintain
adequate accounting records and an effective system of risk management
The directors have made an assessmentof the Company's ability to remain a going concern and have no reason to believe
the businesswill not be a going concern in the year ahead
The auditor is responsible for reporting on whether the financial statements give a true and fair view of the state of the
financial affairs of the Company and of their operating results, in accordance with International Financial Reporting
Standardsand in the manner as required by CompaniesAct, 2013 of Malawi.
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Approval of the financial statements
:<4
The financial statements, as identified in the first paragraph, were approved by the board of directors on
=r.:...................
2018 and are signed on its behalf by:

AUTHORISEDDIRECTOR
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KPMG
Chartered Accountants and Business Advisors
MASM House, Lower Sclater Road
P.O. Box 508,
Blantyre, Malawi

Telephone:
Fax:
E-mail:
Website:

(265) 01 820 744101 820 391
(265) 01 820 575
mW-fminformation@kpmgcom
www.kpmg.comlmw

INDEPENDENT AUDITOR'S REPORT
TO THE SHAREHOLDERS OF GROUP HOLDINGS LIMITED

Opinion
We have audited the financial statements of Group Holdings Limited (the Company) set out on pages 5 to 22, which
comprise the statements of financial position as at 31 March 2018, and the statements of profit or loss and other
comprehensive income, changes in equity and cash flows for the year then ended, and the notes to the financial
statements, including a summary of significant accounting policies.
In our opinion, the financial statements give a true and fair view of the financial position of Group Holdings Limited
as at 31 March 2018,and of its financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards and in the manner required by the Companies Act, 2013 of Malawi.
Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (lSAs). Our responsibilities under
those standards are further described in the AUditor's responsibilities for the audit of the financial statements section
of our report. We are independent of the Company in accordance with the International Ethics Standard Board for
Accountants' Code for Ethics for Professional Accountants (lESBA Code) and we have fulfilled our ethical
responsibilities in accordancewith the IESBAcode. We believe the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.
Other information
The directors are responsible for the other information. The other information comprises the Directors' Report and
the Directors' Responsibilities Statement but does not include the financial statements an.d our auditor's report
thereon.
Our opinion on the financial statements does not cover the other information and we do not express an audit opinion
any form of assuranceconclusion thereon.
In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the 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 directors for the financial statements
The directors are responsible for the preparation of the financial statements that give a true and fair view in
accordancewith International Financial Reporting Standards and in the manner required by Companies Act, 2013 of
Malawi and for such internal control as the directors determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.
In preparing the financial statements, the directors are responsible for assessinq 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 the directors either intend to liquidate the Company or to cease operations, or have no realistic
alternative but to do so.
Auditors'responsibilities for the audit of the financial statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonableassuranceis a high level of assurance,but is not a guarantee that an audit conducted in accordance with
ISAs will always detect a material misstatement when it exists. 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 financial statements.

3
Resident Partners: L.M. Gama, H.B. Nyirenda, B.J. Mwenelupembe, G. Tembo, A. Appel
KPMG Malawi, a member firm of the KPMG netwQr1(of independent member firms affiliated with KPMG International Cooperative (-KPMG Intemationar), a Swiss entity.
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GROUP HOLDINGS

LIMITED

INDEPENDENT
AUDITOR'S
REPORT (CONTINUED)
For the year ended 31 March 2018

As part of an audit in accordance with ISAs, we exercise professional judgement
scepticism throughout the audit. We also:

and maintain

professional

•

Identify and assess the risks of material misstatement of the 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 the directors.

•

Conclude on the appropriateness of the directors' 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
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 financial statements, including the disclosures,
and whether the financial statements represent the underlying transactions and events in a manner that
achieves fair presentation.

We communicate with the directors 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.

KPMG

Andre Appel
Chartered Accountant (Malawi)
Partner
Blantyre, Malawi

'2s- .'-141

2018
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GROUP HOLDINGS LIMITED
STATEMENT OF FINANCIAL POSITION
As at 31 March 2018

In thousandsof Malawi Kwacha

2017

2016

"Restated

"Restated

ASSETS
Non-Current Assets
Property, plant and equipment

6

3,841,627

3,411,605

2,645,323

7

126,300
78
56,035

56,712

28,478

55,318

54,222

182,413

112,030

82,700

4!02~!040

3,523,635

2,728,023

1,928
14,312
2,838,894
68,477
{151,558}

1,928
14,312
2,452,455
19,765
{30,574}

1,928
14,312
1,859,465

2,772,053

2,457,886

1,924,985

15

1,250,097

1,063,604

800,996

8
9
16

1,150
740

1,165
980

2,010

1,890

2,145

2,042

Total Liabilities

1,251,987

1,065,749

803,038

Total Equity and Liabilities

~!Q24.0~Q

3,523,635

2.728.Q23

Current Assets
Biological assets
Prepayments
Amountsdue from related party

8

Total Current Assets
Total Assets
EQUITYAND LIABILITIES
Equity
Sharecapital
Capital reserve

10
11.1
11.2
11.3

Property revaluation reserve
Biological assetsrevaluation reserves
(Accumulated deficit) I retained earnings
Total Equity

49,280

Non-Current Liabilities
Deferred tax liability
Current Liabilities
Amount due to related parties
Provisions
Income tax payable
Total Current Liabilities

32

" Refer to note 19 for more details on the restatement.

.;?+~.JYJ1.,i:r
;or····~··;··~7

These financial statements were approved by the Company's Board of Director; on.••
were signedon its behalf by:

2018 and

AUTHOR~EDDIRECTOR
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GROUP HOLDINGS

LIMITED

STATEMENT
OF PROFIT OR LOSS AND OTHER COMPREHENSIVE
For the year ended 31 March 2018

INCOME

In thousands of Malawi Kwacha
2018
Rental income

12

Fair value gains

7

Administrative

expenses

13

Loss before income tax expense
Income tax expense

14

Loss for the year
Other comprehensive

2017

2,772,

2,772

69,588

28,235

(123,7561

(82,6261

(51,396)

(51,619)

(20,8761

(8,470)

(72,2721

{60,0891

income

Items that will not be reclassified to profit or loss
Revaluation surplus
Deferred tax on revaluation surplus
Total other comprehensive
Total comprehensive

* Refer to

income

income for the year

note 19 for more details on the restatement.

6

552,056

847,129

(165,6171

{254,1391

386,439

592.990

3]~,]6Z

532,9Q]

GROUP HOLDINGS LIMITED
STATEMENT OF CHANGES IN EQUITY
For the year ended 31 March 2018

In thousands of Malawi Kwacha

2018
Balanceat 1 April 2017

Share
capital

Capital
reserve

Property
Revaluation
reserve

1.928

14,312

2,452,455

Biological
assets
revaluation
reserve

(Accumulated
deficit)/
retained
earnings

Total

19,765

(30,574)

2,457,886

(72,272)

(72,272)
552,056

-

1165.6171

Total comprehensive income
Lossfor the year
Revaluation surplus for the year
Deferredtax on revaluation
surplus for the year
Total comprehensive income
for the year

552,056

-- -

--

(165.6171

---

---

---

--

386.439

---

(722721

-----

--

69,588
120.8761

--

48.712

(69,588)
20.876
(48.7121

Balanceat 31 March 2018

1.928

1U12

2.838894

68.477

1151.5581

2.772.053

2017
Balanceat 1 April 2016 (as
previously reported)
Restatement
Balanceas at 1 April 2016 (as
restated)

1,928

14,312

1,573,687
(1.573.6871

49,280

1,924,985

--

285,778
1.573.687

14.312

1,S59,465

Transferswithin reserves
Transfer of fair value gain
Deferredtax on a fair value gain
Total transfers within reserves

Total comprehensive income
Lossfor the year
Revaluation surplus for the year
Deferredtax on revaluation
surplus for the year
Total comprehensive income
for the year

--

-

~

-

-- -

-- -

TotalI transfers within reserves

-- -- -

Balahceat 31 March 2017

~

I

-

49,280

1,924,985

(60,089)

(60,089)
847,129

847,129

-- -- -

Transferswithin reserves
Transfer of fair value gain
Deferredtax on a fair value

--

--

-~

(254,139)

---

---

(254,139)

592,990

---

(60,089)

532,901

28,235
(8.470)

(28,235)
8.470

19,765

(19,765)

~

(30,574)

2.452455

* Referto note 19 for more details on the restatement.

7

314.167

2.457.886

GROUP HOLDINGS LIMITED
STATEMENT OF CASH FLOWS
For the year ended 31 March 2018

In thousands of Malawi Kwacha

Note

2018

2017
*Restated

(51,396)

(51,619)

(69,588)
122,034

(28,235)
80,847

1,050

993

(717)

(1,096)

Cash flows from operating activities
Profit before income tax expense
Adjustments

for:
7

Fair value gain on biological assets
Depreciation
Operating profit before working

6

capital changes

Changes in working capital
Increase in amounts due from related parties
Increase in other receivables

(78)

(Decrease)/increase in provisions

(15)

1,165

-

___m_)_

240

1,030

(240)

(1,030)

-- -

--

Decrease in amounts due to related parties

-

Cash generated from operating activities
Income tax paid

16

Net cash from operating activities
Movement of cash and cash equivalent for the year
Cash and cash equivalents

at the beginning of the year

Cash and cash equivalents

atthe

end of the year

* Refer to note 19 for more details on the restatement.

8

--

-- -

=

=

GROUP HOLDINGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2018
1.

Reporting

entity

Group Holdings Limited lets out tea and macadamia plantations to Group Development Limited, its holding
company and fellow subsidiaries. the Company is a limited liability company incorporated in Malawi.
2.

Basis of preparation
(a) Statement

of compliance

The financial statements have been prepared in accordance with International Financial Reporting Standards
(lFRSs) and in conformity with the requirements of the Companies Act, 2013 of Malawi.
(b) Basis of measurement
The financial statements have been prepared on the historical cost convention,
and biological assets which are held at fair value.
(c) Functional and presentation

except for land, bearer plants

currency

Items included in the financial statements of the Company are measured using the currency of the primary
economic environment in which the Company operates "the functional currency". The financial statements
are presented in Malawi Kwacha (K) which is the Company's functional and presentation currency.
(d) Transactions and balances
Foreign currency transactions are translated into the functional currency using the exchange rates prevailing
at the dates of the transactions or valuation where items are re-measured. Foreign exchange gains and
losses resulting from the settlement of such transactions and from translation at year-end exchange rates
of monetary assets and liabilities denominated in foreign currencies are recognised in the statement of
comprehensive income, except when deferred in equity as qualifying cash flow hedges and qualifying net
investment hedges.
Foreign exchange gains and losses are presented in the statement of profit or loss within finance income or
cost.
(e) Use of estimates and judgements
The preparation of financial statements in conformity
with IFRSs requires management
to make
judgements, estimates and assumptions that affect the application of policies and reported amounts of
assets and liabilities, income and expenses. The estimates and associated assumptions are based on
historical experience and various other factors that are believed to be reasonable under the circumstances,
the results of which form the basis of making the judgements about carrying values of assets and liabilities
that are not readily apparent from other sources. Actual results may differ from these estimates.
The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the year in which the estimate is revised if the revision affects only that year or
in the year of the revision and future years if the revision affects both current and future years.
Information about significant areas of estimation, uncertainty and critical judgements in applying accounting
policies that have most significant effect on the amounts recognised in the financial statements can be found
in the following notes:
Note 5.2(1) and 6
Note 5.2(k) and 7

- Review of useful asset lives and impairment testing.
- Key assumptions underlying in the biological asset model.

Critical accounting estimates and judgements
The company makes estimates and assumptions concerning the future. The resulting estimates will by
definition rarely equal the related actual results. The estimates and assumptions that have a significant risk
of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial
year are outlined below:
eli)

Income taxes
The company is subject to income tax in Malawi and provision for income tax payable is made in the
financial statements as at each financial year end. Subsequent to the year end at a tax return is filed with
the revenue authorities. Where the final tax assessed is different from the amounts that were initially
provided, such differences will be accounted for as an income tax under/over provision in the statement of
comprehensive income for the period when such determination is made.
Deferred tax asset is only recognized to the extent that there will be future taxable profits to offset the tax
losses within the allowable period for carrying forward tax losses.
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GROUP HOLDINGS

LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2018
(e)

Use of estimates and judgements

(continued)

e(ii) Biological assets valuation
Included in the rate used to discount the yields for macadamia and tea is a time value for money risk factor
representing risks associated with the loss of value of money as a consequence of the passage of time.
In accordance with the company's strategic plans, tea, macadamia
have productive life of 100 years, 50 years and 7 years respectively.

and timber plantations

The models assume no capacity constraints, sustained global market demand and continued
conditions.

are assumed to
positive market

Standard ratios for conversion of green leaf to made tea and shelling of macadamia to kernels are applied.
These models contain estimates
annually.

of yields and future proceeds and these assumptions

are reconsidered

e(iii) Assets' economic lives and residual values
Management uses its judgement, based on its understanding of the business, capital policy and the
economic environment in which it operates, to assess the residual value, and the estimated useful life of
assets. Changes in residual values, indexation and estimated useful lives result in changes in depreciable
and annual depreciation charges for individual assets.

10

GROUP HOLDINGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS

Forthe yearended31 March2018
3.

Summaryof significantaccountingpolicies
The company has consistently applied the following accounting policies to all periods presented in these
financial statements. Certain comparative information in the statements of profit or loss and other
comprehensiveincome,financial position, changesin equity and cashflows have been restatedas a result
of a correction of a prior period error (seenote 19).
la) Revenuerecognition
Rentalincome is determined basedon the expectedgross margins the company would earn on the lease
of land for its tea and macadamiaplantations.
Ib) Biological assets
Tea,timber and macadamiaplantations are measured at fair value less cost to sell, with any change in
the fair value recognizedin the profit or loss. The fair value of plantations is determined based on the
presentvalue of expectednet cashflows from the plantations determined by discounting the expected
net cashflows from the plantations using a determined pre-tax rate of cost of capital.
Ie) Property, plant and equipment
Items of property and equipment are measured at revaluation less accumulated depreciation and any
accumulatedimpairment losses.All other items of property, plant and equipment are measuredat cost less
accumulateddepreciationless impairment losses.
Purchasedsoftware that is integral to the functionality of the related equipment is capitalizedas part of that
equipment.
If significant parts of an item of property or equipment have different useful lives, then they are accounted
for as separateitems (major components)of property and equipment.
Any gains or losseson disposalof an item of property and equipment (calculatedasthe difference between
the net proceedsfrom disposal and the carrying amount of the item) is recognizedwithin other income in
profit or loss.
Increasein the carrying amount arising on revaluation is recognizedin other comprehensive income and
accumulatedin a revaluation reservein equity. Decreasesthat offset previous increasesof the same asset
are charged against the revaluation reserve. The revaluation reserve is realized on disposal. All other
decreasesare recognizedin profit or loss.
Subsequentcosts
Subsequentexpenditure is capitalizedonly when it is probable that the future economic benefits of the
expenditurewill flow tothe Company.
On going repairs and maintenanceare expensedin profit or loss as incurred.
Id) Depreciation
Depreciationis calculated to write off the cost of items of property and equipment less their estimated
residualvalues using the straight line method over their estimated useful lives, and is generally recognized
in profit or loss. Leasedassets are depreciated over the shorter of the lease term and their useful lives
unlessit is reasonablycertain that the Companywill obtain ownership by the end of the leaseterm. Land
is not depreciated.
Freeholdbuildings and construction
Plantand machinery
Water schemes
Bearerplants

2%
3.5% - 5%
3.5% - 10%
1.05% -16.67%

Economiclives and residual valuesare reassessedannually and adjusted where appropriate.
[e] Financialassets
Receivablesare non-derivative financial assetswith no fixed nor determinable payments that are not
quoted in an active market. They are included in current assets.
(f) Tradeand other receivables

Tradereceivablesarecarried at amortisedcost, using the effective interest rate method, less provision for
impairment. A provision for impairment of trade receivables is established when there is objective
evidencethat the Company will not be able to collect all amounts due according to the original terms of
receivables.Baddebts arewritten off during the year in which they are identified. Impairment is calculated
asthe differencebetweencarrying amount and presentvalues of expectedcash flow from customers.
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GROUPHOLDINGS LIMITED
NOTESTO THE FINANCIAL STATEMENTS
For the year ended 31 March 2018
3.

Summary of significant accounting policies (continued)
(g) Income tax
The tax expense for the period comprises current and deferred tax. Tax is recognised in the statement
of profit or loss and other comprehensive
income, except to the extent that it relates to items
recognized directly in equity, in which case, the tax is also recognised in equity.
The current income tax charge iscalculated on the basis ofthe tax Iaws enacted or substantively
enacted
at the reporting date. Management periodically evaluates positions taken in tax returns with respect to
situations in which applicable tax regulation is subject to interpretation. It establishes provisions, where
appropriate, on the basis of amounts expected to be paid to the ax authority.
Deferred income tax is recognised, using the liability method, contemporary differences arising between
the tax bases of assets and liabilities and their carrying amounts in the financial statements. However, the
deferred income tax is not accounted for if it arises from initial recognition of an asset or liability in a
transaction other than a business combination that at the time of the transaction affects neither accounting,
nor taxable profit or loss. Deferred income tax is determined using tax rates (and laws) that have been
enacted or substantively enacted by the reporting date and are expected to apply whether elated deferred
income tax asset is realized or the deferred income tax liability is settled.
Deferred income tax assets are recognized only to the extent that it is probable that future taxable profit
will be available against which the temporary differences can be utilised.

(h) Equity
Ordinary shares, reserves and retained earnings are classified as equity.
(i)

Determination of fair value and key sources of estimation uncertainty
A number of the company's accounting policies and disclosuresrequire the determination of fair value,
for non-financialassets.Fair values have been determined for measurementand/or disclosure purposes
based on the methods disclosed below. When applicable, further information about the assumptions
madein determining fair values is disclosedin the notes specificto that asset.
Property, plant and equipment
The market value of land is the estimated amount for which land could be exchanged on the date of
valuation betweena willing sellerand a willing buyer in an arm's length transaction after proper marketing
wherein the parties had each acted knowledgeable,prudently and without compulsion.
Biological assets
Included in the rate used to discount cash flows from macadamia,timber and tea is an agriculture risk
factor representingrisks associatedwith climate and environment and prevailing market prices that the
Companyre-assesseseachyear. The discount rate also includes a time value for money factor.
In accordancewith the Company'sstrategic plans, tea plantations and macadamiatrees are valued over
a period of 100years and 50 years respectivelywhereastimber plantations are valued over a period of 7
years.
The models assume no capacity constraints, sustained global market demand and continued positive
marketconditions and normal inflation levels.
Greenleaf pluckedand macadamianuts in husk harvestedhavebeendetermined using moving averages.

(j) Trade payables
Tradepayablesareobligations to payfor goods or servicesthat have beenacquiredin the ordinary course
of businessfrom suppliers.Accounts payable are classified as current liabilities if payment is due within
oneyear. If not, they are presentedas non-current liabilities.
Trade payables are recognised initially at fair value less any directly attributable costs. Subsequent to
initial recognitionthey are measuredat amortised cost using the effective interest method.
(k) Cashand cashequivalents
In the statementof cash flows, cash and cash equivalents comprise cash on hand; deposits held at call
with banks,other short-term highly liquid investmentswith original maturities of three month or less and
bankoverdrafts.Bankoverdrafts are disclosed as current liabilities in the statement of financial position.
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GROUP HOLDINGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
Forthe year ended 31 March 2018

3.

Summary of significant accounting policies (continued)
(I) Impairment

(i) Financialassets
A financial assetis consideredimpaired if objective evidenceindicatesthat one or more events have had a
negativeeffect on the estimatedfuture cashflows of that asset.
Objective evidence that financial assets are impaired includes default or delinquency by a debtor,
restructuring of an amount due to the Companyon terms that the Companywould not consider otherwise,
indications that a debtor will enter bankruptcy, adverse changes in the payment status of borrowers,
economicconditions that correlatewith defaults.
An impairment loss in respectof a financial assetmeasuredat amortised cost is calculated as the difference
betweenits carrying amount and the presentvalue of estimatedfuture cashflows discounted at the original
effectiveinterest rate.
Lossesare recognisedin profit or loss and reflectedin an allowance account against loans and receivables.
When an event occurring after the impairment was recognisedcausesthe amount of impairment loss to
decrease,the decreasein impairment loss is reversedthrough profit and loss.
Individually significant financial assetsaretested for impairment on an individual basis.Thosefound not to
be impaired arethen collectively assessedfor any impairment that has beenincurred but not yet individually
identified. Assets that are not individually significant are collectively assessedfor impairment. Collective
assessmentis carried out by grouping together assetswith similar risk characteristics.
An impairment loss is reversed if the reversal can be related objectively to an event occurring after the
impairment losswas recognised.
(ii) Non-financial assets
Thecarrying amounts of the company's non-financialassets,other than inventories and deferredtax assets,
arereviewedat each reporting date to determinewhether there is any indication of impairment. If any such
indication existsthen the asset's recoverableamount is estimated.
The recoverableamount of an assetor cash-generatingunit (CGU)is the greater of its value in use and its
fair value less cost to sell. Value in use is based on the estimated future cash flows, discounted to their
presentvalue using a pre-tax discount rate that reflects current market assessmentsof the time value of
moneyand the risk specificto the assets.
For impairment testing, assetsare grouped together into the smallest group of assetsthat generatescash
inflows from continuing usethat are largely independentof cashinflows of other assets.
An impairment loss are recognisedif the carrying amount of an assetsor its cash-generatingunit exceeds
its recoverableamount.
Impairmentlossesare recognisedin profit or loss.
Impairment losses recognised in respectof cash-generatingunits are allocated to the units to reduce the
carryingamount of the other assetsin the unit on a pro rata basis.
An impairment loss is reversed only to the extent that the asset carrying amount does not exceed the
carryingamountthat would havebeendetermined,net of depreciationor amortisation if no impairment loss
havebeen recognised.
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4.

New Standards and Interpretations
not yet adopted
A number of new standards, amendments to standards and interpretations are not yet effective for the
year ended 31 March 2018, and have not been applied in preparing these financial statements. Those which
may be relevant to the Company are set out below. The Company does not plan to adopt these standards
early. These will be adopted in the period that they become mandatory unless otherwise indicated:
•

IFRS 9 Financial instruments
This replacesexisting guidance in lAS 39 Financial Instruments: Recognition and measurement
This includes revised guidance on classification and measurementsof financial instruments, including
a new expectedcredit loss model for calculating impairment of financial assets,and new generalhedge
accounting requirements.

IFRS9 is effective for annual reporting periods beginning on or after 1January 2018.
The Company is assessingthe possibleimpact on its financial statementsresulting from the application
of IFRS9.
•

IFRS15 Revenue from contracts with customers
This establishes a comprehensiveframework for determining whether, how much and when revenue
is recognised. It replaces existing revenue recognition guidance, including lAS 18 Revenue, lAS 11
Construction contracts and IFRIC13 Customer Loyalty Programmes.
IFRS 15 is effective for annual reporting periods beginning on or after 1 January 2018 with early
adoption permitted.
The company is assessingthe possible impact on its financial statementsresulting from the application
of IFRS15.

•

IFRS16 Leases:IFRS16 introduces a single, on-balance sheet lease accounting model for lessees.A
lessee recognises a right-of-use asset representing its right to use the underlying asset and a lease
liability representing its obligation to make lease payments. There are optional exemptions for shortterm leasesand leasesof low value items. Lessoraccounting remains similar to the current standard_
i.e. lessors continue to classify leasesas finance or operating leases.
The standard is effective for annual periods beginning on or after 1 January 2019. Early adoption is
permitted for entities that apply IFRS15Revenuefrom Contractswith Customersat or before the date
of initial application of IFRS 16. The Company is assessing the potential impact on its financial
statements resulting from the application of IFRS16.

•

IFRIC22 Foreign CurrencyTransactionsand AdvanceConsiderations
When foreign currencyconsideration is paid or receivedin advanceof the item it relatesto - which may
be an asset, an expenseor income - lAS 21 The Effects of Changes in Foreign Exchange Rates is not
clear on how to determine the transaction date for translating the related item.
This has resulted in diversity in practice regarding the exchangerate usedto translate the related item.
IFRIC22 clarifies that the transaction date is the date on which the Company initially recognisesthe
prepayment or deferred income arising from the advance consideration. For transactions involving
multiple payments or receipts,each payment or receipt gives rise to a separatetransaction date.
The Company does not expect the application of IFRIC22 to result in significant differences in the
translation of foreign currencytransactions.
The interpretation applies for annual reporting periods beginning on or after 1 January 2018.

•

IFRIC23 Uncertainty over Income Tax Treatments
IFRIC23 clarifies the accounting for income tax treatments that have yet to be accepted by tax
authorities. Spscificallv, IFRIC 23 provides clarity on how to incorporate this uncertainty into the
measurement of tax as reported in the financial statements.
IFRIC23 does not introduce any new disclosures but reinforces the need to comply with existing
disclosure requirements about:
•
•
•

judgments made;
assumptions and other estimatesused; and
the potential impact of uncertaintiesthat are not reflected.

The Company does not expect the application of IFRIC23 to have an impact on income tax treatment.
IFRIC23 applies for annual periods beginning on or after 1 January 2019.Earlier adoption is permitted.

14

GROUP HOLDINGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
Forthe year ended 31 March 2018

5.

Financial risk management

Company management, in association with the Company's senior management, are responsible for
overall financial risk management. Risksare identified and monitored on a continuous basis as part of a
programmeto minimize the unpredictability of financial marketsand to minimise potential adverseeffects
on the financial performance of the Company.
The Company's activities generally do not directly exposeit to any significant financial risk.
5. 1

Credit risk
Credit risk arisesfrom receivablesfrom related parties.Theseare under common control and ownership
with the company and a low risk of default is attributable to those loans and receivables.
The only significant exposure to credit risk is in respect of any amounts due from a fellow subsidiary
Companythat purchasesits agricultural harvestsfor production of finished goods.

Financial assets

Amounts due from relatedparty

8

Financial liabilities

Amount due to related party
5.2

8

Market risk

(a) Foreignexchangerisk
The company does not have foreign currency denominated assetsand liabilities, and does not trade in
foreign denominated transactions, except for the sale of Greenleafand macadamianuts, which are US
dollar denominated but paid for in Malawi Kwacha and converted at year end rates. As such it is not
directly exposedto foreign exchangerisk, exceptto the extent noted herein.
(b) Interest rate risk
Changesin interest rates do not have a significant impact on the Company'sfinancial performancesas it
does not have interest bearing assetsand liabilities.
5.3

Liquidity risk

Prudentliquidity risk managementimplies maintaining sufficient cash and market able securitiesto meet
the Company's obligations as they fall due. The Company centralizes treasury management and the
Companydoes not have a bank account.
5.4

Fair value estimation

The Company did not have any financial assetsexceptfor loans and receivablesconsisting of amounts
from related parties. The carrying value of these loans and receivablesis a reasonableapproximation of
its fair value.
The Companydid not haveany financial reporting liabilities at the reporting date.
5.5

Capital risk management

The Company's objectives when managing capital are to safeguard its ability to continue as a going
concernin order to provide returns for shareholdersand maintain an optional structure.
In order to maintain or adjust the capital structure,the Companycan adjust the amount of dividend paid
to shareholdersand usesurplus cash resourcesfor internal operations.
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In thousands of Malawi Kwacha
6.

Property plant and
equipment

See accounting policy
note 3c

Bearer plants;
Capital Work
In Progress

Freehold land
and
develogment

Buildings and
constructions

463,260

35,280

81,846

-

82.475

Bearer Plants

Total

Cost
2018
As at 1 April 2017
Depreciation reversed
Revaluation surplus

20.866

As at 31 March 2018

484.126

-~

D«mreciation
2018
As at 1 April 2017
Charge for the year
Depreciation

2,661
2,661

---- -

reyersed

As at 31 March 2018
2017
As at 1 April 2016 (as
previously restated)
Restatement

410,980

As at 1 April 2016 (As
restated)
Depreciation reversed
Revaluation surplus

410.980

As at 31 March 2017

-

--

5.322

--

--

-

reversed

3.163222

3.846.949

119,373
(119.373)

2,661
122,034
(119.373)
5.322

212.934

1.986.129

446,260
2.199.063

35.280

212.934

2,645,323
(78,186)
847,129

52,280

-- -

(131.088)

1.986.129
(78,186)
925,937

463,260

35,280

81,846

2,833,880

3,414,266

78,186
(78,186)

80,847

2,661

-- -- -

As at 31 March 2017

3,411,266
(119,373)
552.056

35,280
-- -

Depreciation
2017
As at 1 April 2016
Charge for the year
Depreciation

164.321

2,833,880
(119,373) .
448.715

2.&§l

-- -- -

-- -

(78,186)
2,661

Net book value
As at 31 March 2018

484.126

29.958

M.321

3.163222

3841.621

As at 31 March 2017

463.260

aaaia

B..1.846.

2.833.880

3!~11!6Q5

Freehold land and developments and bearer plants were revalued as at 31 March 2018 on behalf of Directors
by independent valuer, Dick Mupambireyi, a Biological Asset Surveyor of PRO-VAL (Pvt) Limited of Zimbabwe,
who have experience in the location and category of Biological assets and land and are being used by a number
of companies within the tea industry in Malawi. The independent valuers provide the fair values of the
Company's Biological assets and land with sufficient regularity.
The fair value measurement for the land has been categorised
the valuation technique used.

as a Level 3 fair value based on the inputs to

Valuation technique and significant unobservable inguts
The following table shows the valuation technique used in measuring
significant unobservable inputs used.
Valuation

method adopted

Depreciated replacement

cost.

Observable inputs
Building
sourced
surveyors.

cost
from

16

the fair value of land, as well as

Unobservable
information
quantity

input

Estimated
depreciation
based
on
location
obsolescence.

rates
and

GROUP HOLDINGS LIMITED
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In thousands of Malawi Kwacha

7.

2018

2017
*Restated

56,712

Biological assets
(Seeaccounting policy note 3b)
Balance at 1 April (as previously reported)
Restatement

---

-

2,227,541
(2.199.064)

Balance at 1 April (as restated)

56.712

28,477

Fair value gains

69.588

28.235

126.300

56.712

1,519
68.069

1,839
26.396

69.588

28.235

Balance at 31 March
Biological assets were revalued as at 31 March 2018 on behalf
of the Directors by independent valuer, Dick Mupambireyi a
Member of The Real Estate Institute of Zimbabwe with 16
years post qualification experience on the valuation of
Agricultural
Properties in Africa, Registered Valuer in
Zimbabwe, a holder of B. SC Agricultural (Hons) University of
Zimbabwe, M.SC in Rural and Urban Planning University of
Zimbabwe and Licentiate Member of The Real Estate Institute
of Zimbabwe.
Fair value movement

in the period

Fair value gains analysed by:
Tea
Timber

The following are the details for the fair value measurement of the biological assets:
Type

Valuation
adopted

Standing timber

Discounted
future
cash
flows: The valuation model
considers the present value
of the net future cash flows
expected to be generated
by the plantation.
The
expected net future cash
flows are discounted using
a risk-adjusted
discount
rate.

technique

Significant
inputs

•

future
Estimated
timber/wood
average
market prices per cubic
metre of US$13.8

•

Estimated
weighted
average
yields
per
hectare of 350 cubic
metres.

•

Estimated harvest and
transportation costs of
US$7.5
per
cubic
metre.

•

17

unobservable

Risk-adjusted discount
rate 8.5% (2017: 8.5%)

Inter-relationship
between
key unobservable inputs
and fair value
measurement
The estimated fair value
would increase (decrease)
if:
•

•

•

•

the estimated timber
prices per cubic metre
were higher (lower);
the estimated yields
(i.e. cubic metres) per
hectare were higher
(lower);
the estimated harvest
and
transportation
costs
were
lower
(higher) or
the
risk-adjusted
discount rates were
lower (higher)

GROUP HOLDINGS LIMITED
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In thousands of Malawi Kwacha
7.

Biological assets (continued)
(See accounting policy note 3b)
Tea bushes

Discounted
future
cash
flows: The valuation model
considers the present value
of the net future cash flows
expected to be generated
by the plantation over its
productive
life.
The
expected net future cash
flows are discounted using
a risk-adjusted
discount
rate.

•

•

•

•

Macadamia

Discounted
future
cash
flows: The valuation model
considers the present value
of the net future cash flows
expected to be generated
by the plantation over its
productive
life.
The
expected net future cash
flows are discounted using
a risk-adjusted
discount
rate.

•

•
•

•
•
•

future
Estimated
processed tea average
market
prices
of
US$1.5/kg.
Estimated green leaf to
processed
tea
conversion ratio of 4:1
Kgs
Estimated
average
yields per hectare of
1,830 Kgs of made tea
per annum
Estimated annual field
costs of US$0.86 per
Kg.
Estimated
annual
processing, packaging
and selling costs of
US$0.40 per Kg.
Risk-adjusted discount
rate 8.5%.

The estimated fair value
would increase (decrease)
if:
estimated
•
the
processed tea market
prices per Kg were
higher (lower);
•
the estimated green
leaf to processed tea
conversion
ratios
were lower (higher)
•
the estimated yields
per
hectare
were
higher (lower);
•
the estimated annual
field costs were lower
(higher)
•
the estimated annual
processing, packaging
and selling costs were
lower (higher)
•
the
risk-adjusted
discount rates were
lower (higher)

future
Estimated
macadamia
average
market
prices
of
US$14/kg.
Estimated Dry In Shell
(DIS)
to
kernel
conversion rate of 25%.
Estimated
average
yields per hectare of
4,500 Kgs of Nut In
Husk (NIH)
Estimated field costs of
US$3.7 per Kg.
Estimated processing
costs of US$4.3 per Kg.
Risk-adjusted discount
rate 8.5%.

The estimated fair value
would increase (decrease)
if:
•

the estimated market
prices were
higher
(lower)

•

the estimated DIS to
kernel conversion rate
were lower (higher)
the estimated average
yields
per
hectare
were higher (lower);
the
estimated field
costs
were
lower
(higher).
estimated
the
processing costs were
lower (higher).

•

•

•

•
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the
risk-adjusted
discount rates were
lower (higher)

NAMING'OMBA TEA ESTATES LIMITED
NOTESTO THE FINANCIAL STATEMENTS
Forthe year ended 31 March 2018

8.

Related parties
(See accounting policy note3f and 3k)
Amounts due from related party
Naming'omba Tea Estates Limited
Naming'omba
company.

Tea Estates Limited is a fellow subsidiary

Related party transactions
During the year, the following transactions were carried out
with related parties
Estate rent
All transactions with related parties are at an arm's length.
9.

Audit fee provision

10.

Share capital
(See accounting policy note 3h)

Authorised:
2,000,000 ordinary shares of K1 each

Issued and fully paid:
1,928,325 ordinary shares of K1 each
71,675 shares remained unissued as at 31 March 2018
11.

Reserves

11.1

Capital reserve
Capital reserve arose following injection of additional
capital by the shareholders to settle liabilities directly with
creditors. It is not available for distribution.

11.2

Property revaluation reserve
(See accounting policy note 3(c)
Property revaluation reserve represents the increase in
value of property arising from revaluation of property
from time to time. It is not available for distribution to
shareholders.

11.3

Biological assets revaluation reserve
(See accounting policy note 3(b)
Biological assets revaluation reserve represents the
increase in fair value of the biological assets following
revaluations of the biological assets to their fair value less
deferred income tax. The revaluation reserve is not
available for distribution to the shareholders.

12.

Rental income
(See accounting policy note 3a)
Naming'omba Tea Estates Limited
Estate rent
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2018
13.

Administration expenses
Auditors' remuneration
Depreciation
Consultancy charges
Insurance

14.

2017

985

1,165

122,034
712

80,847

~

-- -

]23,156

82..62.6.

614

Taxation
(See accounting policy note 3j)

Income expense
Current tax at 30% (2017: 30%)
Deferred tax on fair value adjustment of biological assets
Deferred tax on property, plant and machinery

(20,876)

Tax expense

(20,816)

(8,470)

No current income tax has been charged in view of taxable losses
amounting to K240 (2017: Knil) which have been carried forward
subject to agreement with the Malawi RevenueAuthority.
Income tax reconciliation
(51,396)

Loss before tax
Income tax 30% (2017: 30%)
Reversal of deferred tax

(51,619)

(20,876)
(20,816)

15.

Deferred tax liability
(See accounting policy note 3(j)

Deferred tax liabilities are attributable to the following items:
501,440
748,657

Fair value adjustment on biological assets
Property, plant and equipment

480,563
583.041

]250,091

1.063604

The movement in deferred tax is analysed as follows:-

2018

Balance at
31 March
2017

Balanceat
31 March

ill!t

480,563
583.041

20,876

-

165,616

501,440
748,657

1.063,604

2.0.816

165,6]6

],250,097

Fair value adjustment on biological assets
Property, plant and equipment

'16.

Recognised in
profit or loss

Recognised in
other
comprehensive
income

--

Income tax payable

2018

2017

Balance as at 1 April 2017
Income tax paid during the year

980
(240)

2,010
(1.030)

_NO

___98Q

20

•

•

GROUPHOLDINGS LIMITED
NOTESTO THE FINANCIAL STATEMENTS
Forthe year ended 31 March 2018
In thousands of Malawi Kwacha
17.

Exchange rates and inflation rates
The average of the year end selling rates of major foreign currencies affecting the performance of the
Company are stated below, together with the increase in the National Consumer Price Index, which
represents an official measure of inflation.
Exchange rates
Kwacha/GBP
Kwacha/Rand
Kwacha/US Dollar

2018

2017

1,038.8
62.9
734.9

921
55
735

8%

16.5%

Inflation rate %
At the time of approval of these financial statements, the exchange rates had moved to:

985.3
59.2
734.9

Kwacha/GBP
Kwacha/Rand
Kwacha/US Dollar
18.

Contingent liabilities
There were no contingencies as at 31 March 2018 (2017: MKnil).
The Company has an Escrow arrangement with NBS Bank Limited whereby any liabilities that are
discovered subsequent to take over and which were not disclosed to the new shareholders would be paid
from the Escrow account. At the reporting date, the company had no contingent liabilities which would be
settled under the Escrow arrangement.

19.

Prior period error
On 1 January 2016, amendments to lAS 16 and lAS 41 on "Bearer Plants" became effective and the Company
did not adopt the amendments in its financial statements for the year ended 31 March 2017 due to
management oversight. The amendments required bearer plants to be accounted for as property, plant and
equipment and be included within the scope of lAS 16, Property. Plant and Equipment. instead of lAS 41,
Agriculture. This is therefore a prior period error in the financial statements for the year ended 31 March 2017.
This error has been corrected in the financial statements for the year ended 31 March 2018, with restatements
to comparative figures as required by IAS8, Accounting Policies, Changes in Accounting Estimates and Errors
Having corrected this error, the Company has been applying this amendment since 1 April 2016 with the
election, for the transition period to measure an item of bearer Plants as its fair value at 1 April 2017 and used
that fair value as its deemed cost at that date. Going forward, the bearer plants are recorded at revalued
amounts less accumulated depreciation and accumulated impairment losses. The produce growing on bearer
Plants remains within the scope of lAS 41 and is thus measured at fair value less costs to sell until after harvest
when they are measured using the requirements in lAS 2, Inventory.
The impacts on the Company's financial statements at 1 April 2016 correspond to the reclassification
of bearer plants from biological assets to Property, Plant and Equipment.
The following table illustrates the impact that the correction of the error has on the Company's
financial statements:
Financial statement position as at 1 April 2016

Note
1 April 2016
Property, plant and equipment
Biological assets
Others

As previously
reported
446,260
2,227,541
54,222

6
7

Adjustments
2,199,063
(2,199,063)

As restated
2,645,323
28,478
54,222

Total assets

2:Z28.Q2~

U2aQ23

Total equity and liabilities

2,728.023

2,128,Q23
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19. Prior period error (continued)
Financial statement position as at 31 March 2017

31 March 2017
Property, plant and equipment
Biological assets
Others

As previously
reported

2,915,726
(2,915,727)

3,411,605
56,712
55,318
3.523.635

3,523,636
8

Total equity
Deferred tax liability
Others

As restated

495,879
2,972,439
55,318

6
7

Total assets
Plantation fair value reserve
Revaluation reserve
Accumulated losses
Others

Adjustments

21

2,095,117
322,374
47,612
16240

(2,075,352)
2,130,081
(78,186)

19,765
2,452,455
(30,574)
16,240

2.481.343

123,457)

2.457.886

1,040,148
2,145

23,456

1,063,604
2,145

1,042293

23,456

--

1,065,749
3.523.635

3.523.636

Total equity and liabilities
Profit or loss and other comprehensive income position
For the year ended 31 March 2017
Note
Rental income
Increase in fair value of biological
assets
Administration expenses

As previously
reported

2,772

2,772

7
19

744,898
14.440)

(716,663)
(78,186)

28,235
!82,626}

743,230

(794,849)

(51,619)

!223A69}

214,999

!8,470}

519.761

1579,850)

160.089)

16

Profrtl(loss) for the year
ZO.

As restated

18

Profit/(loss) before tax
Income tax expense

Adjustments

Capital commitments
There were no capital commitments as at 31 March 2018 (2017: MKnill.

21.

Events after reporting date
There were no events subsequent to the reporting date necessitating adjustments to or
disclosure in the financial statements.
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