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CHAIRMAN'’S STATEMENT

Overview

% from prior year.
8% to ZWL60.6 million.

me up 257% to ZWL25,4 million.
ear up 243% to ZWL18 million.

STATEMENT OF FINANCIAL POSITION
As at 30 June 2019

AFRICAN DISTILLERS LIMITED ncorporated in zimbabwe
UDITED FINANCIAL INFORMATION FOR THE YEAR ENDED 30 JUNE 2019

Cash and cash equivalents of ZWL11,9 million.

Attributable earnings per share up 241% to ZWL15,45 cents.
Total dividend declared for the year - ZWL5,3 million.
Government taxes remitted ZWL25,3 million.

NOTES
For the year ended 30 June 2019 (continued)

The year under review witnessed major monetary and fiscal policy Junsu%(iﬁg Jungu%%ig All transactions_p_ost_ this date are tran§l_ated to ZWL in accordar)ce with
pronouncements, some of these being; Notes ZWL ZWL IAS21 at the official interbank rate prevailing at the time of transacting.
ASSETS
e Separation of foreign currency accounts (FCAs) into RTGS$ and Domestic l';lon-crl:[lrrerllt atssetds ) . ; o S 9080070 The functional currency of the Company changed in the current year to ZWL
Nostro FCA at a rate of 1:1 (October 2018 Monetary Policy Statement); Lg?]’;ete?'ﬁ,‘plg;‘n:” equipmen i 360 844 from US$ in the previous year as a consequence of the above. The Company
« Introduction of 2% Intermediated Monetary Transfer Tax (IMTT) 55190895 9449914 also changed its presentation currency to ZWL. Financial stat_emgnts for 1:'he
(Statutory Instrument 205 of 2018); year ended 30 June 2019 are presented in ZWL. Comparative information
o Legislation of RTGS$ as a local currency (Statutory Instrument 33 of Current assets WES el el W AL TR e ke B alhy [ UG Bl e eIy [pieseribed
2019); Inventories _ 8 24 116 999 5320 770 parity between bond notes, coins and RTGS balances of 1:1 for that period.
* Introduction of an interbank exchange rate for the trade of the RTGS$ and gﬁgg taer;ﬁ]c}meers{ﬁ;:;lw\gbles 18 1% %% ‘;’gj’r 1? Elg égg
foreign currencies (Exchange Control Directive RU 28/2019); and Cash and cash equivalents 11863451 2825496 31 Shareibuylback ™ = _
o Re-introduction of the Zimbabwe dollar as the only legal tender for 59679948 30776076 The Company is holding 2 599 819 (2018: 2 599 819) of its own shares
transactions in Zimbabwe (Statutory Instrument 142 of 2019). as treasury stock and no additional shares were acquired during the year.
Total assets 81800773 40225990
All these measures have had a significant effect on both the trading and EQUITY AND LIABILITIES June 2019 June 2018
operating environment of the Company. Capital and reserves A"‘;‘\tﬁ A”‘;‘\tzﬂ
Shareholders' equity 61 038718 23064 027
Foreign currency shortages persisted throughout the year, impacting on the o 4 Revenue
Company’s ability to fully supply the market. The resultant exchange rate B‘°f“'cuérf“t 't'_ab'"t'es | CEE D | 982 893 Gross sales _ 77118171 42728 547
fluctuations led to increases in costs which in turn exerted pressure on selling elerred taxation Excise duty, royalty & discounts (16 564 975) (12 139 188)
prices. Current liabilities 60 553 196 30 589 359
Trade and other payables 11 17 388 242 14 440 512
Currency changes Current tax liabilities 1974024 738 558 5 Profit before tax
The monetary authorities introduced the RTGS$ as the transactional currency 19362266 15179 070 This is stated after charging/(crediting)
on 22 February 2019. For accounting purposes, the RTGS$ also became the A the following items of significance:
functional currency on that date. The Company has therefore rebased assets Total liabilities 20762 055 17161 963 External audit fees 405 234 68 000
and liabilities to reflect this change in functional currency as detailed in the Total equity and liabilities 81800773 40225990 epreciation
d liabilities to reflect this ch in functional detailed in th quity D iati 871 200 807 000
notes to the financial statements. The Board advises users of these financial ) o - Staff costs 7173875 5311512
statements to exercise caution especially on the statement of profit or loss and 8rg!nary sﬂares in issue (Actual) (millions) 117 117 Retirement benefit costs 450 588 381 613
other comprehensive income (SOCI) which complies with SI 33/19 but is not roinary shares In Issue. Profit from sale of property, plant and equipment (26 865) (5317)
S . . ! . ? s (Weighted average) (millions) 117 116 ° .
in line with International Financial Reporting Standards (IFRS) as it is a Current ratio ( : 1) 295 2.03 Compensation of directors
summation of different currency values at the time of trade. Shareholders' equity per share (Cents) 52.17 19.71 and key management
Middle market price (Cents) 180.00 145.00 for services as directors 113 444 85 094
In light of the failure to fully comply with International Financial Reporting for management services 1692131 1144566
Standards (IFRSs), the Company’s external auditors have issued an adverse STATEMENT OF CASH FLOWS
opinion on the financial statements for the year ended 30 June 2019. For the year ended 30 June 2019 6 Taxation
. June 2019 June 2018 Current income tax expense 7584733 1647 345
Trading summary . Audited Audited Deferred tax - Arising on current year
The Company registered a volume growth of 17% on prior year, largely from Notes ZWL ZWL temporary differences (583 104) 318 636
the first half to December 2018. Spirits increased by 21%, Ready-to-Drink . o 7001629 1965981
(RTDs) by 18%, while wine registered a decline of 10%. Product innovation ggzn 23,‘{22?3& ?rg(r::attrl:(ir?gcgéglres
W|Fh{n t{le gin arlld vodka iﬁgments significantly contributed to the overall mon-Cash ftems 12 26 760 349 8 452 945 7 Property, plant and equipment
SpIrit category volume growtn. gharr]]ges in wo(;kfing capital (282328 58%2) 12 ggg ggg Movement in the property, plant and
ash generated from operations i t bal for th ;
Financial performance Net interest income/(expense) 124 564 (147 040) eBiLIJ;E?eegt tﬁeagg einc:m Z?’ ;?; D 9080070 9 587 829
Revenue and operating income grew by 98% and 257% respectively. The Income tax paid 6349267) ___(701 929) . eginning Y
significant increase in operating income is as a result of volume upsurge Net cash inflow from operating activities 205 830 13 846 383 gqp}tallcexpenc#ture i tional . 631 472 325 587
supply chain cost management and inflation driven price adjustments. Cash flow from investing activities Dz;zgia{ic(’;: ci]aargegz&;bjtgilo?oathiugﬂffe%y 3398935 .
In order to ensure business continuity, the Reserve Bank of Zimbabwe (RBZ) Property, plant and equipment 71 (575 399) (293 924) B‘g'figgiratggﬁirmu h statemnent of (2 00 )
provided a facility to one of the Company’s major foreign suppliers amounting Decrease/(Increase) in long term loans 44423 (42 428) P g -
to USD$22,5million in line with the Exchange Control Directive RU 28 of Decrease/(lr;cre7(se)t|fn Sh)ort term investments 13631558 (14 181 545) I S55 A Sl g e e [e07 e
’ Net cash inflow/(outflow] Disposals (31 793) (26 346)
e 2012 from investing activities 13100582 (14517 897) Batance at the end of the year 21795404 9080070
Future prospects Net cash inflow/(outflow) from investing
Macro-economic conditions continue to deteriorate, further reducing and operating activities 13 306 412 (671 514) 7.1 Cash flows )
consumer disposable incomes and compromising product demand. Post Acquisition of property, plant and equipment (631 472) (325 587)
- .y Cash flow from financing activities Realised on disposal 56 073 31 663
year-end, the Government changed duty structures effectively doubling excise i :
Y SUHLLY ! Dividends paid to owners of the Company (4 696 543) (965 890) (575 399) (293 924)
duty on Company products. Affordability is likely to be a challenge going Increase in shareholder funding 428 086 209 023
forward. Net cash utilised in financing activities (4 268 457) (756 867) o -
nventories
The Company will continue to seek opportunities to protect market share and Net movement in cash and cash equivalents 9037955 (1428381 Finished products 12945287 1863197
Cash and cash equivalents i i i
enhance shareholder value. at beginning of the year 2 825 496 4253 877 Maturing spirits and wines 794 974 216 216
Raw materials 10376 738 3241 357
Dividend Cash and cash equivalents at end of the year 11 863 451 2 825 496 Inventories at end of the year 24116999 5320770
The board has recommended a final dividend of ZWL1,50 cents per share, . )
resulting in a total dividend of ZWL4,50 cents per share for the year, Comprising:- 9 Trade and other receivables
amounting to ZWL5,3 million. Bank balances and cash 11 863 451 2 825 496 jdeyeesivables *. EREE 4252398
Prepayments - relating
owero to inventory purchases
PG i h 9 790 909 519 321
Chairman STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY Other receivables 1013 967 407 829
For the year ended 30 June 2019 19 881 394 5 180 148
Dividend declaration June 2019 June 2018 . e e ]
Notice is hereby given that the Board of Directors declared a final dividend, Audited Audited *The adoption of the guidelines of IFRS 9 (Financial Instruments) resulted in
number 89 of ZWL1.50 cents per share payable in respect of all the ZWL ZWL a reduction in the prior year allowance for credit losses and an increase in the
qualifying ordinary shares of the Company. This dividend is in respect of the o o retained earnings as at 1 July 2018 of ZWL70 917. The directors deemed
year ended 30 June 2019. Shareholders' equitygiESNNETORICYEaR B 16282653 the movement to be immaterial and hence did not adjust the opening
Changes in Issued share capital retained earnings.
_ FINAL DIVIDEND Eﬁercis; ofbshakre options 7 688 1((1) 888)
are buy baci - 10 Short term investments
Dividend Number 89 : . Money market investments 3818104 17 449 662
Announcement Date 13 September 2019 Chang e are premium These have a tenor of 90 days and
Record Date 57 September 2019 Exercise of share options 420 398 3518563 - ; ;
Share buy back - 151 540 0 ays at an average rate
Last Date to Trade 24 SeBtember 2019 a ] u* N n ( ) of 5% -(2518-5%). ;
Ex-Dividend D 2 mber 201 anges in share option reserve ; ;
dend Date 2 september 2019 Recognition of share based payments 984 040 280175 ll DIryear W e e &
Payment Date 14 October 2019 : maximum tenor of 90 days.
ShefdE A t ZWL 1 759 590 Transfer from share option reserve due
lvidend Amoun to exercise of share options (343 710) (247 715)
Dividend per Share ZWL 0.015 bt . 11 Trade and other payables
angelin functional currency reserve Trade payables - local 1077 460 2 347 002
Change in functional currency reserve 23 616 280 - Tl :
o ‘ation ch tributable to th rade payables - foreign 8044 887 9301 735
By order of the Board or R e R (412 080) Accruals and other payables 8265894 2791775
17 388 241 14 440512
L Mut K Chan]gesfin distributable reserves
utamuko Transfer from share option reserve due - :
Company Secretary to exercise of share options 343710 247 715 The e R Eel perlo_d onjiocalipurciEs
Total comprehensive income for the year 18 054 908 5 258 066 is 30 days and on foreign purchases
Dividend paid (4 696 543) (965 890) is more than 90 days.
Shareholders' equity at end of the year 61 038718 23064 027 12 Cash generated from trading
STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME Operating income 25396867 7105821
For the year ended 30 June 2019 NOTES Realised exchange gain/(loss) 1489715 (99 041)
For the year ended 30 June 2019 Depreciation 871 200 807 000
June 2019 June 2018 Profit on disposal of property,
Audited Audited i ici
N uzlvsL uzlvsL 1. Accounting policies plant and equipment (26 865) (5317)
otes Accounting policies are consistent with those used in the previous year with no e eolien GHIEme 984 040 280 175
R 2 60 553 196 30 589 359 significant impact arising from new and revised International Financial Reporting U i pd hp | . 1 954 608 364 307
Cost of sales (20139 564) (14 632 663) Standards applicable,for the JEIRSEESN,T ' 22 e 2(6 760 349) 8452 945
Gross profit 40 413 632 15 956 696 While full compliance with the International Financial Reporting Standards ) ) )
(IFRSs) was achieved in previous reporting periods, only partial compliance was 13 Commitments for capital expenditure:
Other income 539133 89 810 achieved for the year ended 30 June 2019 as a result of non-compliance with The Company has no firm capital commitments - (2018- $ nil)
Distribution costs (1 092 673) (682 138) International Accounting Standard 21 - The Effects of changes in foreign
Administrative expenses (2 207 564) (886 283) exchange rates (IAS 21), as set out in note 2. 14 Contingent liabilities
Other operating expenses (12255661) (7372 264) . . The company has no contingent liabilities, current or pending
2. Functional and presentation currency
Operating income 25 396 867 7 105 821 The financial statements are presented in Zimbabwe dollars (ZWL), which 15 Audit opinion
Interest income/(expense) 124 564 (147 040) became the functional currency of the Company as from 22 February 2019. These ananciaI results should be read in conjunction with the complete set
Net exchange (loss)/gain (464 894) 265 266 In February 2019, the Government issued Statutory Instrument 33 of 2019 of financial statements for the year endediSUECHEY i IR
y U139, 1 Jory | - . audited by Deloitte & Touche in accordance with International Standards on
fit bef ) 25 056 53 (S133/19), which directed that all assets and liabilities that were in United LT oL 0 Br e AUGTE Gl [Bs haen fesies dheesn. The sueliens
Profit before taxation 5 5056 537 7224047 States Dollars (US$) before 22 February 2019 be deemed to have become ine. : DICHY g
Taxation expense 6 (7 001 629) (1 965 981) have included a section on key audit matters. The key audit matters were on
P! .
ﬁggs.lqﬁ”i.rs (and lsubseciyently(%WLdgts_ of 24.;””6 2019) at a rate of 1d1 t?_the valuation of expected credit losses on trade and other recievables, valuation
Profit for the year 18 054 908 5258 066 - 1heftinancial reporting and auditing guidance on currency considerations and disclosure of prepayments and change in financial reporting Information
under the environment prevailing issued by the Public Accountants and Auditors Technology (IT) system. The auditor's report on the financial statements
Oth hensive i i . Board (PAAB) on 21 March 2019 urged preparers of the financial statements to : < of . ; : : ; o
Tota?zﬁ?nngféﬁeggi?:?r:ggr%r;for the year 18 054 908 5 258 066 comply with the laws and regulations of the country although this would result which form t,he ba_5|s of thes_e financial results is available for inspection at
in an inability to comply with IAS 21. The Company has reported the Statement the company's registered office.
Earning per share (Cents) : of Profit or Loss and Other Comprehensive Income on the basis of the 1:1 in DIRECTORATE I
; compliance_with SI33 of 2019 an_d in recogni_tion of the multiple exchange rat_es P Gowero (Chairman), *C Gombera (Managing Director), S W Klopper, 5
Attributable 15.45 4.53 that were imputed in commercial transactions. The Statement of Financial C Malunga, R H M Maunsell, *M L Ndachena, N Samuriwo, G J Schooling, S
Headline 15.43 453 Position was translated as at 22 February 2019, at the commencement ZWL M M Valela 2
Diluted 15.43 4.49 rate of 2.5 to the US$ and the resultant increase in net assets of ZWL24 million R et

is recorded as a non-distributable currency translation reserve.
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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF AFRICAN DISTILLERS LIMITED

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS
Adverse Opinion

We have audited the financial statements of African Distillers Limited (the “"Company”) set out on pages
17 to 46 which comprise the statement of financial position as at 30 June 2019, and the statement of
profit or loss and other comprehensive income, the statement of changes in equity and the statement
of cash flows for the year then ended, and the notes to the financial statements, including a summary
of significant accounting policies.

In our opinion, because of the significance of the matter discussed in the Basis for Adverse Opinion
section of our report, the financial statements do not present fairly, the statement of financial position
of the Company as at 30 June 2019, and its financial performance and its cash flows for the year then
ended in accordance with International Financial Reporting Standards (“IFRS”) and in the manner
required by the Companies Act (Chapter 24:03).

Basis for Adverse Opinion

As described in note 1.2, the Company transacted using a combination of United States Dollars (USD),
bond notes and bond coins. Acute shortage of USD cash and other foreign currencies in the country,
resulted in an increase in the use of different modes of payment for goods and services, such as
settlement through the Real Time Gross Settlement (RTGS) system and mobile money platforms. During
the year there was a significant divergence in market perception of the relative values between the bond
note, bond coin, mobile money platforms, RTGS FCA in comparison to the USD. Although RTGS and
mobile money platforms were not legally recognised as currency during the year ended 22 February
2019, the substance of the economic phenomenon, from an accounting perspective, suggested that it
was currency for financial accounting and reporting purposes.

In October 2018, banks were instructed by the Reserve Bank of Zimbabwe (“RBZ"”) to separate and
create distinct bank accounts for depositors, namely, RTGS FCA and Nostro FCA accounts. This resulted
in a separation of transactions on the local RTGS payment platform from those relating to foreign
currency (e.g. United States Dollar, British Pound, and South African Rand). Prior to this date, RTGS
FCA and Nostro FCA transactions and balances were co-mingled.

As a result of this separation, there was an increased proliferation of multi-tier pricing practices by
suppliers of goods and services, indicating a significant difference in purchasing power between the
RTGS FCA and Nostro FCA balances, against a legislative framework mandating parity. These events
were indicative of economic fundamentals that would require a reassessment of the functional currency
as required by International Accounting Standard (IAS) 21- “The Effects of Changes in Foreign Exchange
Rates.”

As a result of these factors, the directors performed an assessment on the functional currency of the
Company in accordance with IAS 21 and acknowledged that the functional currency of the Company
was no longer USD.

On 20 February 2019, a currency called the RTGS Dollar (RTGS$) was legislated through Statutory
Instrument 33 of 2019 ("SI 33/19”) with an effective date of 22 February 2019. SI 33/19 fixed the
exchange rate between the RTGS Dollar (RTGS$) and the USD at a rate of 1:1 for the period up to its
effective date. The rate of 1:1 is consistent with the rate mandated by the Reserve Bank of Zimbabwe
at the time it issued the bond notes as currency. The rate post 22 February 2019, on the official interbank
market commenced at 1 USD:2.5 RTGS$.

A full list of partners and directors is available on request

Assaciate of Deloitte Africa, a Member of Deloitte Touche Tohmatsu Limited



INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF AFRICAN DISTILLERS LIMITED (CONTINUED)

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS (CONTINUED)

The directors used the 22 February 2019 date to effect the change in functional currency. Because the
Company transacted using a combination of USD, bond notes and coins, RTGS$, and system and mobile
money platforms during the period from 1 October 2018 to 22 February 2019, the decision to change
the functional currency on 22 February 2019 in line with SI 33/19 results in material misstatement to
the financial performance and cash flows of the Company, as transactions denominated in USD were
not appropriately translated during that period.

Had the Company applied the requirements of IAS 21, many of the elements of the accompanying
financial statements would have been materially different and therefore the departure from the
requirements of IAS 21 is considered to be pervasive. The financial effects on the financial statements
of this departure have not been determined and we have been unable to obtain sufficient appropriate
evidence to determine the impact of the departure. Furthermore, we draw attention to the change in
functional currency reserve presented in the statement of financial position, related to the gain on
conversion of selected assets and liabilities to RTGS$ (subsequently ZWL as of 24 June 2019) on change
in functional currency from the USD. The directors have applied the conversion selectively on the
opening balance sheet and also opted to recognise the gain amounting to ZWL23 616 280 in equity as
a non-distributable reserve, which represents a departure from the requirements of IAS 21 - The Effects
of Changes in Foreign Exchange Rates. IAS 21 requires that the gain be recognised in the statement of
profit or loss and other comprehensive income. Subsequent to 22 February 2019, all movements in
these assets and liabilities were recognised through the statement of profit or loss. Consequently, we
have not been able to determine whether any other adjustments would be necessary as a result of the
above.

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 the Financial Statements section of our report. We are independent of the Company in accordance
with the International Ethics Standards Board for Accountants’ Code of Ethics for Professional
Accountants (IESBA) Code together with the ethical requirements that are relevant to our audit of
financial statements in Zimbabwe. We have fulfilled our ethical responsibilities in accordance with these
requirements and the IESBA code. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our adverse opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in
our audit of the 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. In addition to the matter described in the Basis for Adverse
Opinion section of our report, we have determined the matters described below to be the key audit
matters.



INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF AFRICAN DISTILLERS LIMITED (CONTINUED)

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS (CONTINUED)

Key audit matter

How the matter was addressed in the audit

Valuation of expected credit losses on trade and other receivables.

The Company adopted the new and complex
accounting standard (IFRS 9: Financial
Instruments) on 1 July 2018. This standard
introduced impairment based on expected
credit losses, rather than the incurred loss
model previously applied under IAS 39
(Financial Instruments). The closing
impairment allowances reflected in the
statement of financial position as at 30 June
2019 and determined in accordance with IFRS
9 were ZWL426,584 as detailed per Note 12.

This was considered a key audit matter as the
determination of the expected credit losses
(ECL) requires significant judgment.

The key areas where we identified greater
levels of Director’s judgement and therefore
increased levels of audit focus in the
Company’s implementation of IFRS 9
included:

« The interpretation of the requirements
to determine impairment under
application of IFRS 9, which is
reflected in the Company’s expected
credit loss model;

» Assumptions used in the expected
credit loss such as the financial
condition of the counterparty,
expected future cash flows and
forward looking macroeconomic
factors (e.g. exchange rates, gross
domestic rates, interest rates, gross
domestic product growth, inflation);
and

« The identification of exposures with a
significant deterioration in credit
quality.

Note 3.14 includes the details of accounting
policy around the expected credit loss.

In addressing this matter, we performed the
following procedures:

Tested design and implementation of
controls around this area;

Specifically considered the validity of
the director's conclusion that the main
area of impact was in respect of trade
receivables impairment, using our
experience and knowledge of similar
entities;

Verified whether the ECL model
developed by management is consistent
with the requirements of IFRS 9;

Tested the accuracy and completeness
of underlying data used in the model
and the arithmetical accuracy of the
computation of ECL; and

Tested key assumptions and judgments,
such as those used to calculate the
likelihood of default and loss on default
by comparing to historical data. We also
considered the appropriateness of
forward looking factors (macroeconomic
factors) used to determine expected
credit losses.




INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF AFRICAN DISTILLERS LIMITED (CONTINUED)

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS (CONTINUED)

Key audit matter

Valuation and disclosure of prepayments

How the matter was addressed in the audit

During the year, the Company was able to
settle foreign liabilities as well as make
advance payments to one of its main foreign
suppliers and related party, Distell Limited.

Given the significance of the prepayment at
year- end and the fact that the prepayment is
both qualitatively and quantitatively material,
the valuation and disclosure of the balance
has been considered as a key audit matter.

The balance as at year-end has been disclosed
per note 12 and related party transactions are
disclosed per note 20.

Change in financial reporting IT system

During the year, the entity migrated its
financial reporting system from Syspro to SAP.

System conversions inherently give rise in the
risks of completeness of data transferred from
the previous to the new systems and may
result in the control systems not being
adequate to mitigate risks around change
management.

The system changeover was determined to be
a key audit matter based on the above
factors.

In addressing this matter, we performed the

following procedures:

» Inspected the reconciliation of the
prepayment against the balance confirmed,
assessing reconciling items for
reasonableness and rationale as follows:

- Inspected bank statements and
board minutes confirming
authorisation for the transactions;

- Inspected guarantees provided by
Distell Limited to African Distillers
for third party foreign liabilities;

- Inspected third party supplier
reconciliations for payments made
on African Distiller's behalf by Distell
Limited; and

- Independently confirmed balances
owing to third party foreign
suppliers.

+ Held discussions with the directors to
understand the terms of agreement entered
into with Distell Limited in respect of the
prepayment;

+ Confirmed the balance with Distell Limited
as at year end; and

+ Re-performed the valuation of the
prepayment at year end.

Our procedures included but were not limited to
the following:

. Together with our IT Specialists, obtained
an understanding of the system change-
over controls implemented and evaluated
the adequacy of such controls in ensuring
a smooth transition;

. Obtained an understanding of the
challenges encountered and how they
were resolved during the systems
conversion in order to develop responses
that were appropriate for identified risks
of material misstatement;

. Performed focused procedures to test the
accuracy and completeness of transfer of
balances between the legacy and new
financial reporting systems; and

. Obtained an understanding of the general
and application controls that are
embedded in the new financial reporting
system, including the evaluation of the
adequacy and testing of the operating
effectiveness of selected controls.




INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF AFRICAN DISTILLERS LIMITED (CONTINUED)

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS (CONTINUED)
Other Information

The Directors are responsible for the other information. The other information comprises the Directors’
Report as required by the Companies Act, Company Profile, Financial Highlights, Chairman's Statement,
Review of Operations, Corporate Governance, Directors' Responsibility Statement, Board of Directors,
Directorate, Shareholders' Analysis, Notice to Shareholders and Proxies, Corporate Information and
Shareholders' Calendar, which we obtained prior to the date of this auditor's report. The other information
does not include the financial statements and 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 or any form of assurance conclusion 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 on the other information that we obtained prior to the date of
this auditor’s report, 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 Company changed their functional
currency to the RTGS$ effective 22 February 2019 (subsequently ZWL as of 24 June 2019). The date of
change in functional currency that complies with IFRSs is 1 October 2018 but is inconsistent with S1
33/19. The Directors have chosen to comply with the legislation. Consequently the measurement of the
USD transactions between 1 October 2018 and 30 June 2019 does not comply with the requirements of
IAS 21, as these transactions have not been appropriately translated in accordance with the Standard.
We have determined that the other information is misstated for that reason.

Responsibilities of the Directors for the Financial Statements

The Directors are responsible for the preparation and fair presentation of the financial statements in
accordance with International Financial Reporting Standards (IFRSs), the Companies Act (Chapter
24:03), the relevant statutory instruments (SI 33/99, SI 33/19 and SI 62/96), 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 assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the Directors either intend to liquidate the Company or to cease
operations, or have no realistic alternative but to do so.

Auditor’s 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. 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
financial statements.



INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF AFRICAN DISTILLERS LIMITED (CONTINUED)

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS (CONTINUED)
Auditor’s Responsibilities for the Audit of the Financial Statements (Continued)

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

e 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.

e 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.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Directors.

e 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.

e 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.

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

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.

The engagement partner on the audit resulting in this independent auditor’s report is Charity Mtwazi.

DM/O'W g Touche

Deloitte & Touche

Chartered Accountants (Zimbabwe)
Per. Charity Mtwazi

Partner

PAAB Practice Certificate Number: 0585

Date: 12 September 2019



