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CHAIRMAN’ S STATEMENT

THE ECONOMY

The period under review w as characterised by persistent cash, foreign currency,
fuel shortages, fiscal and current account deficits. Financing of the fiscal deficit
through dom estic borrow ings negatively affected the country’s price stability. As
a result, annual inflation closed the year at 42% up from 2.9% in Jnuary 2018.
The operating environm ent rem ained largely uncertain due to rising inflationary
pressures and foreign currency constraints. Therefore, your Group focused on
preserving shareholder value through various strategic interventions.

The fiscal and m onetary policy m easures introduced in 2018, including the
Transitional Stabilisation Program m e, are critical to enhancing the country’s
recovery prospects. Further, Zim babw e requires investm ents and production
across all econom ic sectors. It is, therefore, im perative that policies should be
investor-friendly given the im portance of investm ent in stim ulating grow th and
developm ent. Rising econom ic activities are key to the sustainable grow th of the
real estate sector.

THE PROPERTY MARKET
In 2018, the Zimbabwean property market remained subdued, typified by
available space supply exceeding dem and, and the resultant low investment in
com m ercial developm ents in the market. Most businesses w ere cautious on their
expansion or set up plans in Zimbabwe, leading to limited uptake of the space.
Infrastructure, particularly in the Central Business District (CBD) and industrial
areas, is in dire need of refurbishm ent. The departure of a significant num ber of
businesses from the CBD has seen occupancy levels continue to decline.
Furtherm ore, rentals rem ained flat during the year. This has had negative
effects on the real yields against the backdrop of rising inflation. Despite the
general low demand for space, retail assets were the exception to the trend
w ith high occupancy levels. Landlords, including your Group, continued to explore
innovative ways to preserve value in the face of the rising inflation.
Transactions w ithin the property m arket w ere concentrated around the residential
sector, w here property investors achieved quicker financial closures on sm aller
transactions and obtained scale through volum es. Qurrency volatility triggered a
rise in the dem and for properties as investors sought to preserve value. How ever
transactions rem ained low as sellers w ere not willing to dispose for the very
sam e reason; value preservation and currency risk.
In addition the com mercial real estate market w as characterised by the follow ing:
* An aging stock;
® Limited availability of new product offering;
e Growing sentiment for the development of new stock despite the excess
supply
of space; and
® Speculative developm ents within the office sector as some investors took a
long-term view and provided new product offering to the market.

FUNCTIONAL CURRENCY

The Group has in previous financial periods used the United States of Am erica
Dollar (" US$”) as its presentation currency and functional currency. The fiscal and
m onetary policy pronouncem ents made in October 2018, led to a reassessm ent
of the functional currency and a justification to conclude that, under IAS 21
Effects of Foreign Exchange Rates, that there was a change in functional currency.
How ever, this could not be effected because, at law, there was no local currency
in Zim babw e until 22 February 2019. The inconsistency betw een the legal
requirem ents and International Financial Reporting Standards (" IFRS”) resulted
in auditors expressing an adverse opinion on the financial statem ents, w hich is
a market wide phenomenon.

FINANCAL PERFORMANCE

The Group had a positive perform ance for the year in spite of the tough operating
environm ent. An increase in profit after tax of 139.57% w as realised in addition
to im proved occupancy levels. Investm ent property grew by 6.32% driven by
acquisitions and fair value gains.

Rental income increased by 8.86% to US$ 8.014 million (FY2017: US$ 7.362
million) driven mainly by new lettings, with occupancy levels im proving by 5%
to 76.10% (FY2017: 70.94%) and an increase in turnover rentals on retail space.
Property expenses, at US$1.988 million, were up 24.93% for the year driven by
investm ent in m aintenance program mes to improve the quality of space aimed
at attracting new tenants and retaining existing ones. Net property income
m arginally fell by 2.03% to US$6.034 million (FY 2017: US$6.159 million) due to
ongoing investm ent in m aintaining the infrastructure. Adm inistration expenses
rose by 27.71% to US$3.590 m illion in 2018 from US$2.815 in the prior year
largely reflecting the cost inflation.

An independent property valuation conducted by Knight Frank Zim babw e as at
31 December 2018 valued the property portfolio at US$146.150 million, being
a 6.32% gain on the prior year, on a market value basis. The marginal gain was
driven by property acquisitions, w hile fair value gains of US$6.265 million w ere
realised in the retail and residential sectors. The Group’s strategic land bank also
appreciated in value.

In the face of a difficult broader m acroeconom ic environm ent the Group still
recorded positive results for the year propelled by the resilient diversified
property portfolio, posting a 139.57% increase in profit after tax of US$ 4.060
million (FY2017: US$1.695 million).

PROPERTY AQQUISITIONS

In line with the Group’s strategy to grow the property portfolio, acquisitions
valued at $2 million were completed in 2018. The property sales market for
comm ercial assets remained dry as few players were willing to sell their strategic
assets given the threat posed by inflationary pressures on m onetary assets. Your
Group will continue to selectively acquire prim e located assets. The Group will
also explore greenfield and brow nfield developm ent opportunities even given
the limited supply of commercially viable stocks on the m arket.

DIVIDEND

Ata meeting held on 10 April 2019, your Board resolved that a final dividend
of RTGS$0.730 miillion being 0.0502 RTGS cents per share be declared from the
profits for the year ended 31 Decem ber 2018. The dividend will be payable on
or about 24 May 2019 to all shareholders of the Group registered at close of
business on 10 May 2019. The shares of the Group will be traded cum -dividend
on the Zimbabw e Stock Exchange up to 7 May 2019 and ex-dividend as from 8
May 2019.

TAX RESTRUCTURING

During the year, the Group em barked on a tax restructuring exercise to consolidate
the property holdings to create operational efficiencies. The restructuring
exercise was approved by the Zimbabw e Revenue Authority (“ZIMRA”) and The
Com petition and Tariff Commission. The restructuring exercise will create a lean
and efficient tax structure.

OUTLOOK

The general outlook over the long term rem ains positive w ith real econom ic
grow th estim ates for Zim babw e of ranging betw een 3.7% and 7% for 2019.
Despite the challenges around debt to GDP ratio, lim ited availability of foreign
currency, fiscal deficit, multiple tier pricing and cash shortages, forecasts rem ain
positive against the backdrop of the Governm ent's policy changes targeted at
containing the fiscal deficit, prom oting investm ent and increasing production.

In the short term, the market is projected to remain an occupier’'s market due
to excessive supply of space and the lack of quality assets to absorb either
expanding or new market entrants. Rental rates are, how ever, expected to rise
in the short term, as property investors seek to maintain real rental values in
the face of rising inflation. Developm ent activity in the com m ercial property
sector is expected to rem ain low as dem and for new space rem ains subdued
due to lethargic economic grow th. In contrast, residential developm ent activity
is expected to remain strong. Real estate markets are positively correlated to
m acroeconom ic perform ance. Therefore, any econom ic recovery is expected to
have a trickle-dow n effect on the property sector.

Your Group rem ains alive to the developm ents in the economy, and will continue
to adapt its strategies in order to preserve shareholder value and achieve
sustainable returns.

APPRECIATION
On behalf of the Board, | wish to thank all our stakeholders for their continued
invaluable support.

E. K Moyo
Chairman

10 April 2019

STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2018 AUDITED AUDITED
Note 31 Dec 2018 31 Dec 2017
ASSETS uss$ uss$
Investm ent properties 5 146 150 000 137 457 000
Vehicles and equipm ent 6 178 618 103 927
Deferred income tax assets - 414 629
Financial assets at fair value thorough 164 946 -
profit or loss
Loans and other receivables 7 - 403 015
Financial assets held to m aturity 8 - 190 311
Financial assets at am ortised cost 9 593 327 -
147 086 891 138 568 882
Qurrent assets
Inventories 22 189 23 705
Tax receivable 609 250 550 479
Trade and other receivables 10 1 045 088 3 299 327
Cash and cash equivalents 11 561 189 2 072 088
2237 716 5 945 599
Total assets 149 324 607 144 514 481
EQUITY AND LIABILITIES
Equity attributable to equity holders
of the parent
Ordinary share capital 1218 148 1218 148
Retained earnings 129 855 697 126 525 986
Total shareholders' equity 131 073 845 127 744 134
Non-current liabilities
Deferred tax liabilities 12 16 710 582 13 176 741
Borrowings 13 = 91 665
16 710 582 13 268 406
Qurrent liabilities
Borrowings 13 91 665 1 100 000
Related party loan 14 - 306 982
Qurrent income tax liability - 128 051
Trade and other payables 15 1 448 515 1 966 908
1 540 180 3501 941
Total Liabilities 18 250 762 16 770 347
Total equity and liabilities 149 324 607 144 514 481

GONSOLIDATED STATEMENT OF COMPREHENSIVEINCOME

FOR THE YEAR ENDED 31 DEC2018 AUDITED AUDITED
Note 31 Dec 2018 31 Dec 2017
us$ Uss$
Revenue 16 8 076 571 7 414 502
Property expenses 17 (1 987 615) (1 590 996)
Allow ance for credit losses (54 732) 335 524
Net property income (“NPI”) 6 034 224 6 159 030
Employee related expenses 18 (1 541 059) (1 415 597)
Other expenses 18 (2 048 644) (1 399 672)
NPI after admin expenses 2 444 521 3343 761
Fair value adjustm ent 6 265 127 (593 552)
Finance income 19 189 084 287 868
Other income 296 946 237 953
Finance costs (52 635) (126 479)
Profit before income tax 9 143 043 3 149 551
Income tax expense 20 (5 083 332) (1 454 945)
Profit for the year 4059 711 1 694 606
Total comprehensive profit for the year 4059 711 1694 606
Attributable to:
-Owners of the parent 4 059 711 1 694 606
-Non controlling interest g -
Total profit for the year 4 059 711 1694 606
Basic and diluted earnings per share (US 0.33 0.14
cents)
Weighted average num ber of shares in 1 236 927 672 1 237 952 370
issue

CGONSOLIDATED STATEM ENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2018
Attributable to owners of the parent

Ordinary Share Retained Total Share-

Capital Earnings  holders Equity
At 1 January 2017 1218 148 125 435 327 126 653 475
Profit for the year - 1 694 606 1 694 606
Dividend paid (730 000) (730 000)
At 31 December 2017 1218 148 126 399 933 127 618 081
Profit of the period - 4 059 711 4 059 711
IFRS9 Impact - Day one - 126 053 126 053
Dividend paid 3 (730 000) (730 000)
At 31 December 2018 1218 148 129 855 697 131 073 845

Get real value through our expertise
in property developm ent and managem ent.

QGONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2018

AUDITED AUDITED

Note 31 Dec 2018 31 Dec

2017

Uss$ Uss$

Profit before tax 9 143 043 3 149 551

Adjustm ent for non-cash items (6 292 661) 347 172

Cash flow s from operating activities 2 850 382 3496 723
before w orking capital adjustments

Working capital adjustm ents 1 041 424 (1 473 141)

Cash generated from operations 3891 806 2023582

Tax paid (1 178 886) (959 736)

Interest paid (52 634) (126 479)

Net cash flow from operating activities 2 660 286 937 367

Net cash flows (used)/ generated from (2 341 185) 463 626

investing activities

Net cash flows used in financing activities (1 830 000) (1 523 036)

Net decrease in cash and cash equivalents (1510 899) (122 043)

Opening cash and cash equivalents 2 072 088 2194 131

Cash and cash equivalents at 31 December

561 189 2072 088

NOTES TO THE QONSOLIDATED FINANCIAL RESULTS
FOR THE YEAR ENDED 31 DECEMBER 2018

2.1

2.2

Qorporate information

First Mutual Properties Limited is a public company incorporated and
domiciled in Zimbabw e and its shares are publicly traded on the Zimbabw e
Stock Exchange. The principal activities of the Group are property investm ent,
developm ent and m anagem ent. The consolidated financial statem ents of the
Group for the twelve months ended 31 Decem ber 2018 w ere authorised for
issue in accordance with a resolution of the directors at a meeting held on 10
April 2019.

1 Basis of preparation

The financial statem ents of the Group from w hich this press release has been
extracted from w ere prepared in accordance w ith International Financial
Reporting Standards(“ IFRS”) and IFRS Interpretations Com m ittee (“ IFRS IC")
interpretations applicable under IFRS and in the manner required by the
Zim babw es Com panies Act (Chapter 24:03) except for IAS21, effects of changes
in foreign exchange rates. The financial statem ents are based on statutory
records that are m aintained under the historical cost convention except for
investm ent properties, available-for- sale financial assets and finacial assets at
fair value through profit or loss that have been measured at fair value.

2 Audit Opinion

An adverse opinion w as issued in respect of functional currency as
requirem ents of IAS 21 Hfects of Foreign Exchange Rates were not met. The
auditor’s report includes a section on key audit m atters as defined by ISA 701,
‘Com m unicating key audit m atters in the independent auditor’s report’. This
includes both the rationale for determ ining the key audit m atters and how
they were addressed during the audit. The key audit m atter is on valuation
of investm ent property. The directors have perform ed a sensitivity analysis of
how different exchange rates w ould have im pacted the consolidated and
separate financial statem ents as at 31 Decem ber 2018 and disclosed this
sensitivity analysis in note 21.

3 Accounting policies

4

The accounting policies adopted in the preparation of the full year results are
consistent with those follow ed in the preparation of the Group’s annual report
for the year ended 31 Decem ber 2018.

Functional and presentation currency
The Group had in previous financial periods used the United States of Am erica
Dollar ("US$") as its presentation currency and functional currency.

The m acroeconom ic developm ents and fiscal and m onetary policy changes
diclosed in note 21, lead to the reassessm ent of w hether the US$ still met the
primary and secondary

indicators of the functional currency of the Group, in accordance w ith the
provisions of IAS 21, with effect from 1 October 2018.

The Directors, based on their the
Monetary Policy

Statem ent (“ MPS”) of 20 February 2019, and the subsequent em ergence of an
interbank exchange rate to be an adjusting event in terms of IAS 10 “Events
After the Reporting Period”. How ever, this could not be affected because at
law there was no local currency in Zimbabw e until 22 February 2019. The RTGS
w as also legally not recognised as a currency prior to the currency changes
announced on 22 February 2019 that are detailed in note 21.

interpretation of IFRS had considered

The Directors of the Group, in com pliance w ith Satutory Instrum ent 41 of
2019, w hich

prescribed that w here IFRS is not aligned to local laws, then local law s take
precedence, therefore resolved not to effect the change in functional currency

as at and for the year ended 31 Decem ber 2018.

Investment properties

AUDITED AUDITED

31 Dec 2018 31 Dec 2017

Uss$ Uss$

At 1 January 137 457 000 137 302 000
Additions 2 158 228 170 000
Im provem ents to existing properties 269 645 578 552
Fair value adjustm ent 6 265 127 (593 552)
146 150 000 137 457 000

Investm ent property with a total carrying amount of US$12.700 million
(Dec 2017: US$12.700 million) was encum bered at 31 December 2018.

Vehicles and equipment

AUDITED AUDITED

31 Dec 2018 31 Dec 2017

US$ US$

At 1 January 103 927 98 454
Additions 102 394 32 837
Depreciation (27 703) (27 364)
178 618 103 927

DIRECTORS: EK Moyo (Chairman), CK Manyowa (Managing Director)*, D Hoto, SJgi, W M Marere, EMkondo, R B Ncube *Executive Director
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15 Trade and other payables

7 Accounting policies applied until December 2017

(Loans and other receivables) REGONCILIATION OF SEGMENT RESULTS FOR THE YEAR END-

AUDITED AUDITED

I I
I I
| 31 Dec 31 Dec | ED 31 DECEMBER 2017
At 1 JBnuary 403 015 950 000 | 2018 2017 | _ _ _
Reclassification of loans and other (403 015) 397 542 | Uss Uuss | Ofﬂ; Re;;; I"dUStS; OtS; TE';
receivables Tenant payables 301 126 237 108
Am ortised interest g 95 913 | Related party payables 135 059 361 848 | Assets
Repaym ents of interest i (90 440) | Sundry payables 437 920 606 985 | Investment 70240000 30630000 11630000 24957000 137 457 000
Repaym ents of principal = (950 000) | Trade payables 574 410 760 967 | property
- 403 015 1448 515 1 966 908
: : Trade receivables 466 374 426 720 665 822 95 390 1 654 306
Short-term portion - - | 16 Revenue | Segment assets 70 706 374 31056 720 12 295 822 25052 390 139 111 306
Long-term pOrtiOn ~ 403 015 AUDITED AUDITED Other non-current - - - 1111 882 1111 882
- 403 015 : 31 Dec 31 Dec : assets
2018 2017
Loans and other receivables relate to treasury bills worth $403 015 (Dec 2017: | USs$ US$ |  Curentassets ’ ’ | 291298 4291 293
US$403 015). These were acquired in 2017 at a norminal value of $397 542. | Rental incom e 8 014 375 7 362 306 | Total assets 70 706 374 31 056 720 12 295 822 30 455 565 144 514 481
Treasury bills with a norminal value of US$198 771 have a three year tenure | Property services income 62 196 52 196 | o
and will mauture on 20 dly 2020 w hile another block of treasury bills with a | 8076 571 7 414 502 | Liabilities B 150 031 [oOCUC) 2603988 Seolal
norminal value of US$198 771 has a 10 year tenure and will mature on 3 May | | Capital 107 979 50 328 1542 452 446 612 295
2027. 17 Property expenses expenditure
. L . . | Maintenance costs 1 256 950 736 019 |
8 Ac_count_lng policies applied unt_|| December 2017 | Property security and utilities 38 270 34 050 |
(Financial assets held to maturity) .
| Valuation fees 17 680 23 976 |
AUDITED AUDITED . L R _of QL | e e e o o o o o e o o o o o — — — — — — —— — -
31 Dec 2018 31 Dec 2017 | Operating cost under recoveries 674 715 796 951 |
EE ec | 1987 615 1590 996 |
Al R 190 l;f’f 77 ggﬁ | ) ) ) _ | 21 EBvents after the balance sheet date
Rt | n;ary o " el 190 311 | 18 Profit before income tax takes into account the following | On 20 February 2019, the Reserve Bank of Zimbabw e (“ RBZ") Govenor m ade
eclassi |}:at|on of financial assets he ( ) B AUDITED AUDITED an announcem ent to denominate the existing Real Time Gross Settlement
X’ mat;rm; . 20 450 | 31 Dec 31 Dec | (“RTGS’) balances, bond notes and coins in circulation as RTGS$. The RBZ,
ccrued interes i | 2018 2017 | with immediate effect, established an inter-bank foreign exchange market
Repaym ents = (1107 52141) | Uss$ Us$ | to form alise the trading of RTGS balances and bond notes with US dollars
= 90 3 " Directors’ fees -for services as directors 55 972 40 000 " and other currencies on a willing-buyer w illing-seller basis through banks
o ot | i L instituti i y Audit fees 67 186 23 814 y and bureaus de change.
These are money m arket |nvestm ents with financia |nst|tut|on_s _bac ing 15 Inform ation com m unication and technology 116 124 95 510
year mortgages f0_r staf_f- These investm ents have been reclassiffied at 1 i expenses i In the Governm ent Gazette Bxtraordinary dated 22 February 2019, Satutory
Jnuary 2018 to Financial Assets at am ortised cost. i Fees and other charges 849 984 64 673 i Instrument 33 of 2019 ‘Presidgntial Powers (Tem porary Measu_res)
' ) ) l Depreciation 27 757 27 364 l (Am endm ent of Reserve Bgnk of Zim babw e Act and Issue of 'Real Time
9 Financial assets at amortised cost Office costs 197 903 166 446 Gross Settlement Hectronic Dollars (RTGS Dollars)) Regulations, 2019
AUDITED AUDITED . (* SI33/ 19" ), w as gazzeted to give legal effect to the Monetary Policy.
Group shared services 610 693 859 599

31 Dec 2018 31 Dec 2017 Satutory instrument 33 of 2019 gave effect to the following:

“ determ ined by the rate at w hich authorised dealers under the
Exchange Control Act exchange the RTGS dollar for the US dollar on a
w illing-seller willing-buyer basis”.

be insignificant under IFRS 9. Nil credit loss has been recognised during the 5083 332 1454 945

tw elve months to 31 December 2018.

us$ uss | . . 1
At 1 January - - 19 Finance income | ¢ introduction of the RTGSdollar as legal tender and pescribed that for
Reclassified from loan and other 403 015 1 Interest on overdue tenants accounts 148 958 257 173 | accounting and other purposes existing assets and liabilities valued in
receivables (Note 7) | Interest on loans and other receivables 5 95 913 | US dollars are deem ed valued in RTGS dollars except for FCA nostro
Reclassified from financial assets held to 190 311 - Loss on disposal of equities - (106 368) accounts, ' . _
m aturity (Note 8) | Interest on money market investm ents 40 126 41 150 | * Acts of Parliament and statutory instrum ents referring to amounts in
Am ortised interest 14 765 2 189 084 287 868 | USdollars must be construed as referring to the same amount in RTGS
Repaym ents received (14 764) - | . dollars, . . _
593 327 - 20 Income tax expense | t';l)_gdsgoltles and coins commus as Iegadl tender, exchangeable with the
| Qurrent income tax 1122 478 742 710 | . oflar on a,‘t’”e"t‘"or‘fel alj;s‘daﬂ 0 1 RTGS dollar wil
The Group considers credit risk of the financial assets at amortised cost to | Deferred tax 3 960 854 712 235 | € opening parity rate o oflar to ollar will vary as
I I
I I

The loan facility is a five year term facility expiring in January 2019 at an

effective interest rate of 6.5%, secured to immovable property registered and | SEGMENT REPORTING FOR THE YEAR ENDED

The deferred tax im pact of applying different exchange rates has not been

stam ped to cover US$6.5 million. | 31 DECEMBER 2017 taken into account in the Statement of Financial Position.
14 Related party loan | Office Retail Industrial Other Adjustment Total e .
AUDITED AUDITED | uss Vs uss U uss U For thg purposes of sensitivity, two different exchange rates were used as
follow ing rates were used:
31 Dec 31 Dec | Revenue 3902865 2230762 1080 465 237 785 (37 375) 7 414 502
2?]188$ 20U187$ | Property expenses (1 149 199) (255 019) 325603 (176 857) (1 255 472) « 1:2.5 US$ to RTGS$ being the official interbank exchange rate on 22
| and allowance for February 2019 w hen
At 1 Bnuary 306 982 || credilosses SI33/ 19 was issued;
Loan advanced 1 259 300 522 000 - ’ . o
Am ortised Interest 2 778 18 Segment results 2753666 1975743 1406068 60 928 (37 375) 6159 030 . 1.3._1383 US$ to RTGS$ being the official interbank exchange rate on 10
Repaym ents of interest - (18) Fair value (120 000) 15579 (401 542) (87 589) - (593 552) April _2019_ when
Repaym ents of principal (1 569 060) (215 018) < oot the financial statem ents were approved by the Board.
- 306 982 egment profi 2633666 1991322 1004526 (26 661) (37 375) 5565478
Employee related - 2 - (1415597) - (1 415 597) 22 Going Goncern
The loan facility was sourced in December 2017 as bridging finance from expenses

The Directors have assessed the ability of the Group to continue operating
as a going concern, including the im pact of SI33/ 19, and believe that the
preparation of these financial statem ents on a going concern basis is still
appropriate.

the acquisition of a property in Harare. The loan was repaid in full and was

o R Finance costs - - - (126 479) (126 479)
adm inistered under the follow ing terms;

Fair value through

a fellow subsidiary of the parent to partially fund a prepaym ent tow ards | Other expenses (1360 777) (449 741) (110 198) (1 437 048) 1958 092 (1399 672)

10 Trade and other receivables N - . | The m anagem ent , based on the their interpretation of International
AUDITED AUDITED | | Financial Reporting Standard (“ IFRS’) had considered the Monetary Policy
31 Dec 2018 31 Dec 2017 i
5 US$ | SEGMENT REPORTING FOR THE YEAR ENDED | Statem ent arId t‘he subsequent em ergence Of. the |nterbanI< exchange rate
| | to be an adjusting eventin terms of International Accounting Standard 10
Tenant receivables 1 745 387 2474796 ' 31 DECEMBER 2018 (“1AS 10”) “Events after the reporting period”. The events are reflective of
Tenant operating cqst recoveries 478 840 859 925 | Office Retail \ndustrial Other  Adjustment Tarel | the underlying conditions as at the reporting date of 31 Decem ber 2018
Property sales receivables 14 136 96 323 | Us$ Us$ Uss Uss Uss uss | and were a confirm ation of market practice which had come to regard the
Trade receivables _ 2 238 363 3431044 | Revenue 4187 547 2 4 G55 1050 135 0 GES (38 581) 9 @76 57l | RTG$ _balances as an underlying currency. How ever given the accounting
Less: Allow ance for credit losses (1 599 859) (1776 737) | | restriction im posed by SI33/ 19, the post balance sheet events have not
Net trade receivables 638 504 1 654 307 | P";”e{l‘yexpenies (1374007)  (334271) (158 821) (s 2) |  (@T2E | been adjusted for and have prepared the accounts based on 1:1 to the
and allow ance for . . . . . . .
Prepaym ents 30 704 1 428 805 | credit losses US dollar in line with SI33/ 19 and guidance issued by Publlc.Agdltc_)rs and
Other receivables 473 569 120 483 | | Accountans Board (“ PAAB”) . Managem ent has prepared sensitivity incom e
Related party receivables (97 689) 95 732 | Segmentresults 2813 540 puepEEEEE 891314 2285 (38 581) GO 220 and ba_llapce sheet as part of thg disclosures so as to give the readers an
1 045 088 3299 327 | Fairvalue 650 465 813 384 130 000 4671278 - 6 265 127 | appreciation of the im pact of this event.
| segment profit 3464005 2957748 1021314 4894865 (38581) 12299351 |
11 Cash and cash equivalents | Employee related - s - (1541059) - @sa1059) | assers Nostro FCA RTGS$  Total USD$ Total RTGSS Total RTGS$ "Total RTGS$
| expenses | uUss @1:1 @1:25 @1:3.1383
Short-term investm ents 1 1766 315 | otherexpenses (1312 971) (374 911) (170 545) (2 088 095) 1897 877 (2 048 645) | Monetary
Cash at Bank 561 189 305 773 ) Financial assets:
561 189 2072 088 | Finance costs ) ) ) (G2Es) ) (52634 | -unquoted equity securities 5 164 947 164 947 164 947 164 947 164 947
| Finance income 45 221 75834 19 533 48 496 - 189084 | atfairvalue through profit
. s or loss
12 Deferred tax liability | otherincome 52338 (392) - 245 Uy - 205045 | ~debt securities held at d 593 327 593 327 593 327 593 327 593 327
AUDITED AUDITED | ) | amortised cost
Profit before 2248593 2658279 870302 1506573 1859296 9143 043
31 Dec 31 Dec | income tax | income tax asset d 609 249 609 249 609 249 609 249 609 249
2018 2017 | | Receivables including loans 5 1045 088 1045 088 1045 088 1 045 088 1 045 088
Us$ Us$ and other receivables
13 176 741 12 322 492 |
At 1 hr_Iuary_ ) | RECONCILIATION OF SEGMENT RESULTS FOR THE YEAR | cash and batances with 5825 555 364 561 189 569 927 573 646 585 626
Recognised in the statem ent of profit or loss | | banks
-Arising on vehicles and equipm ent 18 307 (1 063) | ENDED 31 DECEMBER 2018 |
—ArIsIng on investm ent properties 3 515 534 586 512 — Retail o other il Non Monetary
-Arising on assessed losses 5 268 800 | uss USs USs Uss USs | bropery, piant and ] 178618 178618 178618 178618 178618
16 710 582 13176 741 | | equipment
| Assets | tnvestment property - 146150000 146150000 146 150000 146 150 000 146 150 000
13 Borrow ings | Investment property 72010000 32360000 11630000 30150000 146 150 000 | Inventory & 22189 22189 22189 22189 22189
de receivabl
At 1 January 1 191 665 2291 667 | Trade recelvables 210245 102165 58658 267440 638505 | qoraLAssers 5825 149318782 149 324 607 149 333 345 149 337 064 149 349 044
Am ortised Interest 49 919 126 479 | Segment assets 72220 245 32462 165 11688 655 30 417 440 146788505 |
Repaym ents of interest @ fgg gég; (1(138 ggg; | other non-current assets - - - 936 891 o36go1 | ABILTES
Repaym ents of principal Monetary - - - -
91 665 1101 665 | Otercurentassers - - g 1599211 sz | Borrowings - 91 665 91 665 91 665 91 665 91 665
| Totar assets 72220 245 32462 165 11688 655 32953 542 149324607 |  Other payables - 1715476 1715476 1715476 1715476 1715476
Short-term portion B 1100 000 | Current liabilities 834 098 38951 35 004 632 127 1540 180 |
Long-term portion - 91 665 | | Non Monetary
91 665 1191 665 Capital expenditure 1216 250 1108 847 - 205172 2530 269 Deferred income tax - 16710582 16710582 16710582 16710582 16710 582
| | roraLLmeiLmes - 18517 723 18517 723 18517 723 18 517 723 18 517 723

Norm inal value US$1 259 300 profit or loss
Deal Status Bridging finance Other income 46 566 9942 3245 178 200 237 953
Deal Dae 29 -lin-18 Finance income 68 367 79 909 92 382 47 210 287 868
Maturity date 26-11-18
Goupon rate 3% per annum | Profit before 1387822 1631432 989 955 (2 780 375) 1920717 3149551
Security None income tax

]
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Independent auditor’s report

To the Shareholder of First Mutual Properties Limited

In our opinion, because of significance of the matter discussed in the Basis for Adverse Opinion section
of our report, the consolidated and separate financial statements do not present fairly, in all material
respects, the consolidated and separate financial position of First Mutual Properties Limited (the
Company) and its subsidiaries (together the Group) as at 31 December 2018, and its consolidated
performance and consolidated cash flows for the year then ended in accordance with International
Financial Reporting Standards (“IFRS”) and in the manner required by the Zimbabwe Companies Act
(Chapter 24:03).

First Mutual Properties Limited’s financial statements, set out on pages xx to xx, comprise:

e the consolidated statements of financial position as at 31 December 2018;

the consolidated statement of comprehensive income for the year then ended:

the consolidated statement of changes in equity for the year then ended;

the consolidated statement of cash flows for the year then ended;

the notes to the financial statements, which include a summary of significant accounting policies,
the accompanying statement of financial position of the company standing alone as at 31 December
2018.

The Reserve Bank of Zimbabwe issued a monetary policy statement on 1 October 2018, which directed a
separation of FCA Accounts into two categories, Nostro FCA and RTGS FCA and these would be
denominated at parity i.e. an exchange rate of 1:1. As described in Note 2.2, during the year ended 31
December 2018, the Group and Company transacted using a combination of the Nostro FCA (US$) and
RTGS FCA (electronic payment) as well as mobile money, bond notes and bond coins) and therefore the
statements of operations, comprehensive income and cash flows have a mix of these transactions
denominated at parity; i.e. at an exchange rate of 1:1. As at 31 December 2018, the statements of financial
position for the Group and Company has a mix of balances denominated owing and receivable in US$
and RTGS FCA, mobile money, bond notes and bond coins also at parity. This has resulted in
transactions and balances bearing similarities to what one would expect with transactions that are
undertaken in different currencies to which IAS 21 The Effects of Changes in Foreign Exchange Rates
(IAS 21) would apply. Had the financial statements been prepared in accordance with the requirements
of 1AS 21, we believe that it would have had a material and pervasive effect on the s consolidated and
separate financial statements.

The directors have performed a sensitivity analysis of how different exchange rates would have impacted
the consolidated and separate financial statements as at 31 December 2018 and disclosed this sensitivity
analysis in note xx to the financial statements.

In February 2019, an electronic currency called the RTGS Dollar was introduced through Statutory
Instrument 33 of 2019 (8.1 33) with an effective date of 22 February 2019 and the currency commenced
trading at a rate of RTGS dollar 2.5 to the US$ 1. In addition S.1. 33 fixed the exchange rate between the
RTGS dollar and the US$ at a rate of 1:1 for periods before the effective date. The rate of 1:1 is consistent
with the rate mandated by the Reserve Bank of Zimbabwe (RBZ) at the time it issued the bond notes as
currency and the time that the bank account balances were split between RTGS FCA bank balances and
Nostro FCA bank balances in October, through 22 February 2019. .

We conducted our audit in accordance with International Standards on Auditing (ISAs).

Our responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of Consolidated and Separate the 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 adverse opinion.In addition to the matter described in the Basis for Adverse Opinion section, we have
determined the matters described below to be the key audit matters to be communicated in our report.



We are independent of the Group in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (Parts A and B) (the “IESBA Code”). We have
fulfilled our ethical responsibilities in accordance with the IESBA Code.

Overall group materiality

US$230 000 which represents 5% of consolidated average profit before income tax for the
past three years.

Group audit scope

Due to statutory audit requirements, we conducted full scope audits for First Mutual
Properties Limited and its operating subsidiary. The group audit team was involved in the
audit of all components.

Key audit matters

e Valuation of investment property
e Allowance for credit losses.

As part of designing our audit, we determined materiality and assessed the risks of material
misstatement in the consolidated and separate financial statements. In particular, we considered where
the directors made subjective judgements; for example, in respect of significant accounting estimates that
involved making assumptions and considering future events that are inherently uncertain. As in all of our
audits, we also addressed the risk of management override of internal controls, including among other
matters, consideration of whether there was evidence of bias that represented a risk of material
misstatement due to fraud.

The scope of our audit was influenced by our application of materiality. An audit is designed to obtain
reasonable assurance about whether the financial statements are free from material misstatement.
Misstatements may arise due to fraud or error. They are considered material if, individually or in
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of the consolidated financial statements.

Based on our professional judgement, we determined certain quantitative thresholds for materiality,
including the overall materiality for the consolidated financial statements as a whole as set out in the
table below. These, together with qualitative considerations, helped us to determine the scope of our
audit and the nature, timing and extent of our audit procedures and to evaluate the effect of
misstatements, both individually and in aggregate, on the financial statements as a whole.

ter ! US$230 000

sevrwsined & 5% of consolidated average profit before income tax for the past
three years.

' o smaterialitn We chose profit before income tax as the benchmark because, in

rk applied our view, it is the most commonly used benchmark against which
the performance of profit-oriented entities in the industry is
measured by users, and is a generally accepted benchmark.
Since 2016, the Group’s profit before income tax has fluctuated
significantly, resulting in the need for us to average profit before
income tax over the last three years for purposes of determining
materiality. We chose 5% which is consistent with quantitative




materiality thresholds used for profit-oriented companies.

sroup andit scope
We tailored the scope of our audit in order to perform sufficient work to enable us to provide an opinion
on the consolidated financial statements as a whole, taking into account the structure of the Group, the
accounting processes and controls, and the industry in which the Group operates.

The Company and its operating subsidiary were subjected to full scope audits. The subsidiary is
incorporated in Zimbabwe. Ten dormant entities have been scoped out as these were not material to the
Group. The Group audit team performed the audit of all the components of the Group.

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



Consolidated financial statements

Kev andit matter

The valuation of investment property was
considered a matter of most significance to our
audit due to the magnitude of the investment
property balance and the significant judgement
applied by management to determine the fair
values of the investment properties at reporting
date.

All the investment properties have been
categorised as level 3 in the [FRS 13 - Fair value
measurement hierarchy. This implies that the
fair value is determined with reference to
unobservable inputs. These unobservable inputs
include rental per square metre, capital
rate/prime yield and vacancy rates.

For investment properties classified as land and
residential properties, the group applies the
income capitalisation valuation technique to
determine the fair value. For all other classes of
investment property, the group applies market
comparable valuation techniques to determine
their fair values.

The group engages an independent property
valuer to determine the fair values of all classes
of investment property at reporting date.

The valuation of investment properties are
disclosed in the following notes to the financial
statements:

® note xxx, investment property;

® note xxx, Valuation of investment property
and
e note xxx, Investment property

How our audit addressed the key andit

maftler

Our audit addressed the valuation of investment
property as follows:

We evaluated controls over the valuation of the
investment property, including the management
committee’s recommendation for approval by the
audit committee of the independent property valuer
(“management’s expert”), and the assessment and
approval of the valuation results.

We evaluated the competence, capabilities,
independence and objectivity of management's
expert and obtained an understanding of their work.
We inspected the company profile of management’s
expert and the curricula vitae of the individuals
involved in performing the valuation in order to
assess their experience and competence.

We obtained the valuation report directly from
management's expert and performed the following
procedures to assess the appropriateness of the
valuation techniques adopted by management’s
expert in determining the fair values of the
investment properties:

e we met with management's expert to obtain
an understanding of the assumptions used
in applying the respective valuation
techniques, and

e we assessed whether the valuation
techniques are considered to be generally
accepted valuation methodologies for
valuing investment properties,

No inconsistencies were identified.

We assessed the reasonableness of the assumptions
applied by management’s expert in determining the
unobservable inputs used in both valuation methods
with reference to prevailing market rentals, market
yields and for land, the prevailing market price per
square metre. Qur audit procedures also included
comparing these assumptions to those used by other
external property valuers for similar property types.
No material differences were noted.

On a sample basis, we agreed the key assumptions

applied by management’s expert to supporting

evidence, as follows:

e agreeing rentals noted on the tenancy schedule
to the underlying lease agreements;

e agreeing occupancy levels to the tenancy
schedule; and

e for land, price per square metre was agreed to



prevailing market prices.

On a sample basis, we also performed an
independent calculation of potential annual rental
income using average rentals per square metre and
lettable space, and prime yield using an
interpolation formula. We recomputed the market
value by capitalising the potential annual income by
the yield. No material differences were noted.

The allowance for credit losses on trade and
other receivables was considered to be a matter
of most significance to our audit due to the
magnitude of the trade and other receivables
balance and the judgement applied in the
determination of the allowance for credit losses.

The group has adopted IFRS 9 - Financial
Instruments (“IFRS g) for the first time in the
2018 financial year (Previously TAS 39 -
Financial Instruments: Recognition and
Measurement was applied). As a result, the
accounting policies applicable to financial
instruments have been amended accordingly.

The group applies the simplified approach under
TFRS 9 to measure expected credit losses (ECLs)
on trade and other receivables. In measuring
ECLs, trade and other receivables have been
grouped based on shared credit risk
characteristics and the days past due.

Management has performed an impairment
assessment resulting in an impairment
allowance of US$1.6 million relating to trade
receivables as at 31 December 2018.

Management applied their judgment to the
assessment of the recoverability of individual
trade receivable balances, on a case by case
basis, taking into consideration the history of
payments and the financial condition of the
tenant.

Management has set criteria for determining
whether trade receivables are impaired. Trade
receivables are assessed on a monthly basis to
determine whether the impairment allowance is
adequate.

Through inquiry of management and inspection of
the Group’s policies, we obtained an understanding
of the Group’s processes relating to the estimation of
the allowance for credit losses on trade and other
receivables.

We inspected management's policy for impairment
provisioning on all financial assets held at amortised
cost or at fair value through other comprehensive
income, including trade and other receivables. , and
assessed it for appropriateness in line with the
requirements of IFRS ¢, ‘Financial instruments’.No
issues were noted.

We evaluated management’s implementation of
IFRS 9 as well as changes made to the accounting
policies for consistency with IFRS 9. No issues were
noted.

We evaluated the reliability of historical
macroeconomic and forward-looking information
and appropriateness given the entity’s business
profile.No issues were noted.

We tested the application of management's
methodology by obtaining management’s
impairment computations of tenant receivables and
assessed the reasonableness of management’s
estimation process used with regards to the
assessment of the credit quality of trade receivables,
using the following broad criteria:

e occupancy status of the tenant;

e length of period of non-payment or adherence
to agreed payment plans;

e analysis of results of collection efforts
undertaken so far in order to recover the
amounts that are past due through inspection of
subsequent receipts from tenants, consideration
of adherence to payment plans that were in
place, and through inspection of lawyer’s
confirmations in instances where customers
have been handed over;



Management made assumptions based on their e liquidity, solvency and past payment status of
knowledge of their customers and prevailing the tenant; and
economic conditions to determine whether the e security arrangements in place.
receivable is impaired.

We verified the mathematical accuracy of the
Disclosure is provided in accounting policy computation and considered its accuracy against the
notes: provisioning criteria set out in the methodology.
xxx: Allowance for credit losses;
xxx: Credit risk; and
xxx: Trade and other receivables

Company standing alone balance sheet

We have determined that there are no additional key audit matters to communicate in our report with
regard to the audit of the company standing alone statement of financial position for the current period.

The directors are responsxble for the other information. The other information comprises the information
included in the financial statements, but does not include the consolidated and separate financial

statements on pages xx to xx and our auditor’s report thereon.

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

In connection with our audit of the consolidated and separate 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 and separate financial statements or our knowledge
obtained in the audit, or otherwise appears to be materially misstated.

If, based on the work we have performed on the other information, we conclude that there is a material
misstatement of this other information, we are required to report that fact. As described in the Basis for
Adverse Opinion section above, the group and company have not applied IAS 21 in preparing the
consolidated and separate financial statements. We have concluded that the other information is
materially misstated for the same reason, with respect to the amounts or other items as described in the
Basis of adverse opinion section above.

t ties of the directors for the consolidated and separate finan

'l‘he dxrectors are responsxble for the preparation and fair presentatxon of the oonsohdated and separate
financial statements in accordance with International Financial Reporting Standards and in the manner
required the Zimbabwe Companies Act (Chapter 24:03), and for such internal control as the directors
determine is necessary to enable the preparation of consolidated and separate financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the consolidated and separate financial statements, the directors are responsible for
assessing the consolidated and separate’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 Group and/or the Company or to cease operations, or has no realistic
alternative but to do so.

responsihimfies torth anuant of 1hie ns ate

Our objectives are to obtain reasonable assurance about whether the consolidated and separate financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with ISAs 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 and separate financial statements.

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

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

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group's and 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 Group and 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 Group and / or Company to cease to continue as a going concern;

Evaluate the overall presentation, structure and content of the consolidated and separate financial
statements, including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation; and

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

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.

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

A (o e IO~ OO~
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