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Salient Features

INFLATION-ADJUSTED

ZWL
Revenue 16% A 4267681621
Operating profit 64% A 675 404 058
Profit before tax 14% A 688769082
Basic earnings per share (cents) 40% A 74.63
Headline earnings per share (cents) 52% A 74.60
Cash dividend declared per share (cents) 8% A 13.73

DIRECTORS’ RESPONSIBILITY

The Holding Company’s Directors are responsible for
the preparation and fair presentation of the Group’s
consolidated financial statements, of which this press
release represents an extract. These abridged Group
interim financial statements are presented in accordance
with the disclosure requirements of the Zimbabwe Stock
Exchange (ZSE) Listing Requirements for provisional
interim financial statements (Preliminary Reports), and
in accordance with the measurement and recognition
principles of International Financial Reporting Standards
(IFRS) and in the manner required by the Companies and
Other Business Entities Act (Chapter 24:31) (COBE). The
principal accounting policies applied in the preparation
of these interim financial statements are consistent with
those applied in the previous annual financial statements.
There is no significant impact arising from new and
revised IFRS which became effective for reporting periods
commencing on or after 1January 2019.

CAUTIONARY STATEMENT- RELIANCE ON ALL
FINANCIAL STATEMENTS PREPARED IN ZIMBABWE
FOR 2019/2020

The Directors would like to advise users to exercise caution
in their use of these interim financial statements due to
the material and pervasive impact of the technicalities
brought about by the change in functional currency in
Zimbabwe in February 2019, its consequent impact on
the usefulness of the financial statements for 2019/2020
financial periods and the adoption of International
Accounting Standard (IAS) 29 (Financial Reporting in
Hyperinflationary Economies), effective 1 July 2019.

Whilst the Directors have exercised reasonable due care,
and applied judgements that they felt were appropriate
in the preparation and presentation of these interim
financial statements, certain distortions may arise due
to various specific economic factors that may affect the
relevance and reliability of information that is presented
in economies that are experiencing hyperinflation, as well
as technicalities regarding the change in functional and
reporting currency.

The review conclusion on these interim financial
statements has been modified by the independent
auditors, Ernst & Young Chartered Accountants
(Zimbabwe) as indicated in the review conclusion
statement below.

ADOPTION OF IAS 29 (FINANCIAL REPORTING IN
HYPERINFLATIONARY ECONOMIES)

Having assessed the impact of hyperinflation in the
economy, the Public Accountants and Auditors Board
(PAAB), have advised that the conditions for adopting IAS
29, have been satisfied with effect from 1 July 2019. IAS
29 requires that inflation-adjusted financial statements
become the entity’s primary financial statements. The
Group has complied with this requirement, and this
Interim Report is therefore based on inflation-adjusted
financial statements.

EXTERNAL AUDITOR’S REVIEW CONCLUSION
These abridged Group interim financial statements have
been reviewed by the Group's external auditors, Ernst
& Young Chartered Accountants (Zimbabwe), who
have issued an adverse review conclusion as a result of
non-compliance with IAS 21 (The Effects of Changes in
Foreign Exchange Rates) and the consequential impact
on the inflation-adjusted amounts determined in terms
of IAS 29. The auditor’s review conclusion on the Group’s
interim financial statements is available for inspection at
the Company'’s registered office.

OPERATING ENVIRONMENT AND OVERVIEW

Local macro-economic conditions remained generally
depressed during the period under review. Devaluation of
the Zimbabwe Dollar continued, notwithstanding limited
local liquidity, and this drove inflation. Disposable incomes
continued to decline with a resultant negative effect on
volume levels in a number of operating units.

Steep inflation coupled with very limited debt availability
from financial institutions, and in the absence of supplier
credit, required profits to be fully deployed to maintaining
inventory at appropriate levels.
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The nationwide electricity load-shedding programme
affected all business units; this required increased usage
of back-up generator facilities, and continual adjustment
of manufacturing schedules in an effort to control
conversion costs and minimise disruption to production.

The effect of the 2019 drought on local agricultural
production has meant that the Group has continued to
have to source most of its major raw materials through
imports. Government progressively reduced its subsidy
programmes during the period under review, with certain
targeted maize meal variants being the only subsidised
basic food commaodity at the end of the period. Whilst
the need to assist the vulnerable remains through well-
targeted programmes, this overall policy migration is
welcomed, and will result in increased competition, which
will ultimately yield competitive pricing for consumers.

A complex and extremely challenging environment
has required management to continually monitor its
trading models; ensure pricing remains within reach of
the consumer, manage an ever-changing bill of materials
cost, maintain overhead control, and protect working
capital levels. Pleasing progress was made in these often
competing objectives.

FINANCIAL PERFORMANCE

As noted earlier in this report, the Group’s interim financial
results have been prepared on an inflation-adjusted basis
as required by IAS 29. Historical cost financial statements
have not been presented due to the significant distortions
arising from the hyperinflationary environment.

The Group posted revenue of ZWL4,268b during the
period under review, representing a 16% increase versus
the comparative period. Volume performance was
generally mixed, whilst average selling prices increased,
following the removal of subsidies on a number of
products and the migration away from controlled pricing.

The Group’s sustained improvement in product mix
reported in the last period, well-priced strategic raw
material investments, and a well-controlled overhead
structure, combined to give rise to an operating profit
of ZWL675.404m for the period under review; this was a
growth of 64% over the comparative period.

The Group’s financial income, previously dominated
by currency gains and fair value adjustments on listed
equities under the historical cost convention, were
minimal during the period under the inflation-adjusted
reporting convention. Fair value losses in biological assets
of ZWL116.183m indicate a reduction in real value of
parts of the Group's livestock herds as a result of lower
real selling prices utilised in the computation to fair value
these assets. The increase in the depreciation charge
to ZWL155607m arises primarily from the re-basing of
fixed assets in February 2019 following the change in the
functional and reporting currency.

Interest costs grew over the comparative period mainly
as a result of an increase in interest rates; real absolute
borrowing levels remained similar to the F2019 closing
position.

The Group's associates delivered a 113% increase in
earnings with all units contributing positively to this result.

A monetary gain of ZWL142.666m was recorded
during the period under review, indicating the efficient
deployment of resources to non-monetary assets.

Profit before tax for the period at ZWL688.769m was 14%
ahead of the comparative period, while overall interim
headline earnings per share of 74.60 ZWL cents for the
period showed a 52% increase over the same period.

The increase in other comprehensive income to ZWL
381.259m in the current period is attributable to exchange
differences arising on the translation of foreign operations.
In the comparative period, the effect of the translation of
foreign operations was minimal as the reporting period
was prior to the change in functional currency.
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The Group's Statement of Financial Position remained
solid, with net gearing levels reducing to 3.08% on an
inflation-adjusted basis.

In light of the operating environment, and the need to
deploy resource to working capital, cash generated from
operating activities was managed to minimum levels.

OPERATIONS REVIEW

MILL-BAKE

This reporting segment contains the results from the
Group's Bakery division, National Foods, and the Group’s
non-controlling interest in Profeeds.

The Bakery division operated within the confines of a
regulated pricing framework for much of the period under
review. Extremely limited flour availability at the necessary
pricing level needed to maintain loaf pricing during this
price-managed period meant several flour outages and
consequently several disruptions to bread production; this
was the main reason for the reduction in loaf volumes of
45% against the comparative period.

In the latter part of the period under review, Government
migrated from a controlled pricing approach to a market-
related pricing approach; this policy change resulted in
an immediate return to consistent supply of flour and
consequently bread. Bread pricing normalised and settled
rapidly, and whilst volumes remain lower than previous
years, the business has been able to adjust and plan
accordingly to ensure viability.

Focus in the immediate future for the operation will be
on re-building the volume base, widening the product
offering to cater for all income levels, investigating

sustainable auxiliary power solutions and further
automating production.
National Foods delivered a solid performance,

notwithstanding a challenging operating environment.
Overall volumes for the period under review declined by
32% against the comparative period to 211,000mt, with
all categories, other than maize which was similar to the
comparative period, showing reductions in volumes,
driven largely by reduced consumer spending power and
the progressive removal of subsidies, notably within the
flour value-chain.

The Maize division continues to play a vital role for
the nation, working together with Government in
operationalising its recent maize subsidy programme; the
business has milled in excess of 45,000mt of product for
the programme since it was launched in December 2019.
We expect very high demand in the coming period and
have embarked on a significant importation programme
to complement Government'’s initiatives. Parallel to
this both our Mutare and Masvingo mills have been
re-opened, with the resuscitation of the Masvingo mill
especially noteworthy since this mill was last operated in
1998.

The National Foods innovation programme continues
to develop and introduce new products with the recent
launch of a maize-based instant breakfast porridge under
the “Pearlenta Nutri-Active” brand; initial market feedback
has been extremely positive, and further opportunities in
the breakfast cereal category are being explored. In the
Snacks category, our new “Allegros Popticorn” product
is also proving to be highly popular, and initial target
volumes are being well exceeded.

We continue to work with the authorities in respect of the
historical debt owed by the Reserve Bank of Zimbabwe
(RBZ) to the Group's wheat supplier. This debt amounted
to USD42.65m at the end of the period under review.

Profeeds, an associate company of the Group, recorded
a 27% decrease in feed volumes and a 33% decrease in
day-old chick volumes against the comparative period.
The majority of this volume decline was within the retail
platform, which serves the small-scale market segment
and is a reflection of subdued consumer spending and
evolving consumer demand in response to the current
market conditions.

The retail platform re-branding exercise is progressing well,
whilst our ancillary product portfolio continues to be
enhanced in pursuit of the delivery of a “one-stop shop”
experience for our customer base.

Feed product development also continues to be a core
focus area for the business, and in this regard the new fish
feed category has shown excellent volume growth on the
back of this increasingly popular protein.

PROTEIN
This reporting segment comprises the results of Colcom,

Africa Limited

Our passion for value creation

Irvine’s, Associated Meat Packers (AMP), and the “Texas
Meats” and “Texas Chicken” branded store network.

The Colcom division, comprising Triple C Pigs, Colcom
Foods and Simon’s Pies, experienced a 17% decline in
overall sales volumes. Other than the fresh category,
which continued to show good volume growth, all other
categories showed volume decline.

Pig production grew by 7% from the comparative period,
with almost 50,000 animals processed during the period
under review. The increased volume resulted from the
combination of an additional pig site which came online
during the course of the previous financial year, and also
from improved genetics and production efficiencies
achieved across all herds.

The operation has adequate levels of key stock feed
raw materials on hand, and immediate focus will be on
maintaining these levels following the 2020 agricultural
harvest. Improvement in pig genetics represents an
exciting area of future volume growth for the business,
and this is expected to result in continuing enhancements
in overall production efficiencies. From a processing
perspective, product development continues in line with
the ever-changing market dynamics.

Irvine’s recorded a 26% volume growth in table eggs
during the period under review, with the volumes achieved
being an all-time high for the business. Frozen chicken
volumes were however 14% behind the comparative
period, while day-old chick volumes declined by 34%, as
small-scale farmers reduced operations in response to
current economic conditions and diminished crop yields.

As with all protein operations and in light of lower
production of key grains regionally, it will be vital for
current stock feed raw material levels to be maintained.
Notwithstanding lower local demand for day-old chicks,
production levels of hatching eggs will be maintained
at normal levels with surplus volume being exported to
neighbouring regional territories.

The business will continue with its long-term strategy of
investing in further table egg automation, whilst work on
additional hatchery facilities will also continue. These are
long-term projects and are essential in ensuring lowest-
cost production can be achieved.

Volumes at the AMP Group during the period
under review were 23% above those recorded in the
comparative period. Volume performance was enhanced
by the continued growth of the retail network, which saw
the opening of the first “Texas Meat Market” outlet in
Bulawayo; this concept is a “one-stop” protein shopping
experience, with further outlets planned in other major
centres in the period ahead. In line with the expansion
in retail, further upgrades and enhancements continued
at the Zimnyama business, and the operation recently
achieved export status, opening up exciting sales
opportunities to adjacent regional markets.

OTHER LIGHT MANUFACTURING AND SERVICES
This reporting segment comprises the results of Natpak,
Prodairy, Probottlers, and the Group’s non-controlling
interests in Probrands and Capri.

At Natpak, volumes in the period under review were 18%
above those recorded in the comparative period. This
increase was driven largely by the increased utilisation
of the corrugated packaging plant and the newly
commissioned rigids packaging operation which operated
close to capacity. Volumes in the sacks and flexibles
divisions were down marginally on the comparative
period, being reflective of softer demand across these
particular markets. Initiatives to expand rigids capacity
and capability are in place, and these should maintain the
operation’s growth trajectory into the next financial year.

Current period volumes at Prodairy increased by 25% on
the comparative period, and whilst all categories achieved
good growth, stand-out performances were recorded in
the dairy blend and maheu categories. Raw milk in-take
remained solid and represented around 20% of national
production. The business launched its butter offering
during the period under review, and this product was
very well received by the market and has quickly become
the market leader. Additional investment into adjacent
products in this particular value-chain are currently under
investigation.

Volumes at Probottlers declined by 26% over the
comparative period with similar performances in both the
cordial and carbonated soft drink categories. Power supply
was exceptionally poor at this unit, and was the main
reason for the volume reduction. Additional generating
capacity has been installed within the plant, and volumes
continue to show good recovery.
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