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Independent Auditor’s Report

To the Shareholders of Padenga Holdings Limited

Introduction
We have reviewed the accompanying consolidated interim financial information of  Padenga Holdings
Limited, as set out on pages 1 to 5, which comprise the  consolidated statement of financial position as at
30 June 2020 and the consolidated statement of profit or loss and other comprehensive income, the
consolidated statement of changes in equity and the consolidated statement of cash flows for the six-month
period then ended and explanatory notes.

Management is responsible for the preparation and presentation of this consolidated interim financial
information in accordance with the Internal Financial Reporting Standards (IFRS). Our responsibility is to
express a review conclusion on this consolidated interim financial information based on our review.

Scope of review
We conducted our review in accordance with International Standard on Review Engagements 2410, “Review
of Interim Financial Information Performed by the Independent Auditor of the Entity”. A review of interim
financial information consists of making inquiries, primarily of persons responsible for financial and
accounting matters, and applying analytical and other review procedures. A review is substantially less in
scope than an audit conducted in accordance with International Standards on Auditing and consequently
does not enable us to obtain assurance that we would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit opinion.

Basis for Adverse review conclusion

Non-compliance with International Financial Reporting Standards IAS 21- The Effects of Changes in
Foreign Exchange Rates in Prior Period and Inappropriate Application of IAS 8- Accounting Policies,
Changes in accounting estimates and errors

As explained in Note 1 to the consolidated financial statements, the Group’s functional and presentation
currency is the United States Dollar (USD).

During the period ended 31 December 2019, the Group translated Zimbabwean Dollar (ZWL$) denominated
transactions and balances into USD using the interbank rate. We did not agree with Management on the
exchange rates used for the translation as they did not meet the definition of a spot exchange rate as per
IAS 21, that is, the rates were not on available for immediate delivery. For this matter our opinion on the
prior year consolidated financial statements was modified accordingly.

While the matter has been resolved in current half year, management has not restated the prior year
consolidated financial statements in line with the requirements of IAS8, consequently, the following
amounts remain misstated on the Statement of Financial Position as they contain material amounts from
opening balances.
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Statement of financial position balances:
- Property, plant and equipment USD39 985 398 (2019: 20 670 080);
- Inventories USD16 314 268 (2019: 10 831 615);
- Retained earnings USD48 524 236 (2019: 44 364 548);
- Deferred taxation USD9 082 767 (2019: 8 782 542);
- Lease liability USD540 169 (2019: 1 222 470); and
- Interest bearing loans USD20 025 719 {13 690 719 + 6 335 000} (2019: 4 008 855)

Statement of profit or loss and other comprehensive income:
- Cost of sales USD16 410 296 (2019: 7 619 443);
- Depreciation USD2 003 051 (2019: 2 109 361);
- Interest expense USD2 866 432 (2019: 618 574); and
- Taxation USD1 445 817 (2019: 2 459 503).

Our conclusion on the current period’s consolidated financial statements is also modified because of the
possible effect of this matter on the comparability of the current period’s figures and the corresponding
figures.

Consolidation of a subsidiary acquired during the year

As explained in Note 1 of the consolidated financial statements, the Group acquired a subsidiary during the
period and was consolidated effective 1 January 2020. The subsidiary has ZWL$ functional and
presentation currency and its half year hyperinflated financial information was consolidated into the Group
by converting to USD per IAS 21 – The effects of changes in foreign exchange rates. The consolidated
subsidiary financial information contained misstatements on virtually all the opening balances arising from
an adverse opinion issued on the financial statements for the year ended 31 December 2019:

- Inappropriate accounting for legacy debts included in opening balances;
- Impact of the prior year modification on current year audit opinion and opening balances;
- Inappropriate exchange rates used (non-compliance with IAS 21); and
- Impact of applying misstated amounts as the base for hyperinflationary accounting per IAS 29 and

incorrect start date due to the IAS 21 matters noted above.

As the matters noted above have not been resolved by Management, due to lack of information on correct
exchange rates and date of change of functional currency in line with IAS21 and IAS 29 respectively, they
have continued to affect the current half year financial information of the subsidiary. Virtually all items of
the financial statements of the subsidiary at current period end were materially affected except the
following:

- Statement of financial position balances: Goodwill, related parties, overdraft, share capital and
share premium; and

- statement of profit or loss and other comprehensive income: other income and income tax expense

The above misstatements have been assessed as material at group level. As virtually all the Group’s numbers
are affected, the effects of the above continued departures from IFRS are material and pervasive to the
consolidated interim financial information of the Group.

Adverse review conclusion
Our review indicates that, because of the matters described in the preceding paragraphs, the consolidated
interim financial information does not give a true and fair view of the financial position of the entity as at
30 June 2020, and of its financial performance and its cash flows for the six months period then ended in
accordance with International Financial Reporting Standards.
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The engagement partner on the review resulting in this review conclusion report on the consolidated interim
financial information is Mr David Marange (PAAB Practicing Certificate Number 0436).
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