












Independent Auditor’s Report

To the Shareholders of Padenga Holdings Limited

Report on the Audit  of the Consolidated Financial Statements

Adverse Opinion

We have audited the consolidated financial statements of Padenga Holdings Limited and its subsidiaries

(the Group), as set out  on pages 5 to 58, which comprise the consolidated statement  of f inancial posit ion

as at  31 December 2020, and the consolidated statement of profit or loss and other comprehensive

income, consolidated statement  of changes in equity and consolidated statement  of cash f lows for the

year then ended, and notes to the consolidated financial statements, including a summary of significant

account ing policies and other explanatory notes.

In our opinion, because of the significance of the matters discussed in the Basis for Adverse Opinion sect ion

of our report, the consolidated financial statements do not  present  fairly, in all material respects, the

consolidated f inancial posit ion of the Group as at 31 December 2020, and its consolidated f inancial

performance and consolidated cash f lows for the year then ended in accordance with International

Financial Report ing Standards and the requirements of the Companies and Other Business Entit ies Act

(Chapter 24:31).

Basis for Adverse Opinion

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 disclosed on Note 1 to the consolidated financial statements, the Group’s funct ional and presentat ion
currency is the United States Dollar (USD).

During the period ended 31 December 2019, the Group translated Zimbabwean Dollar (ZWL)
denominated transact ions and balances into USD using the interbank rate. We did not agree with

Management on the exchange rates used for the translat ion as they did not meet the definit ion of a spot

exchange rate as per IAS 21, that  is, the rates were not available for immediate delivery. For this matter
our opinion on the prior year consolidated financial statements was modif ied accordingly.
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While the mat ter has been resolved in current year, management has not restated the prior year

consolidated f inancial statements in line with the requirements of IAS8, consequently, the following
amounts remain misstated as they contain material amounts from the opening balances:

Statement of financial position balances

- Property, plant  and equipment of USD 24 088 899 included in the closing balance USD

58 494 615 (2019: USD 24 088 899);

- Retained earnings: USD40 786 379 included in the closing balance USD41 866 100 (2019: USD
40 786 379);

- Deferred taxat ion: USD7 259 630 included in the closing balance USD 9 021 793 (2019: USD 7

259 730);
- Non-controlling interests: USD 579 333 included in the closing balance USD 16 715 950 (2019:

579 333);

- Non-current  lease liabilit y: USD464 144 included in closing balance USD 585 505 (2019: USD
464 144); and

- Current lease liabilit y: USD147 000 included in the closing balance USD198 000 (2019: USD

147 000).

Statement of profit  or loss and other comprehensive income

- Cost  of sales: USD12 566 854 included in the current  year cost  of USD44 145 557 is affected

by the impact of misstated prior year closing inventory (2019: USD 11 569 862);

- Depreciation: USD1 362 078 included in current year expense of USD 3 716 975 (2019: USD 2
173 152);

- Movement  in lease liabilit ies: USD62 078 included in the current  year expense USD 182 406

(2019: USD 77 715); and
- Taxation: USD 299 305 included in current  year expense USD 1 214 865 (2019: USD 1

847 265).

-

In addition, our opinion is modif ied in the current  year in respect of the comparability of the current year

amounts with prior year amounts for which we modified our audit  opinion. These include, in addit ion to
the above:

Statement of Financial Posit ion: Trade and other receivables, Trade and other payables, Provisions,

Short term investments, Taxat ion payable, Cash and Bank, Loans and Borrowings, Inventories and
Impact  of change in functional currency.

Statement of profit or loss and other comprehensive income: Revenue, Other income, Variable
overheads, Staff overheads, Other overheads, Fair value adjustment  on Biological assets, Finance

income or loss, Interest payable and Interest  receivable.

Impact of non-compliance with IFRS 3- Business Combinations on determination of fair values of the

acquired net assets

As explained in Note 1 of the consolidated f inancial statements, the Group acquired a subsidiary dur ing
the period which was consolidated effective 1 January 2020. The consolidat ion was done correct ly in

terms of IFRS 3 except  that the ‘at acquisit ion’ fair values of the acquired assets and assumed liabilit ies

were not determined. Instead, Management used the historical carrying amounts, consequent ly the
resultant  Goodwill stated at  USD 3 672 214 and Non-Controlling Interest  stated at  USD 4602 444 arising

on the acquisit ion of the subsidiary are misstated.

The impact could not  be quant ified due to the lack of  records on appropriate fair values of the net assets

acquired.



Consolidation of a subsidiary with underlying misstatements

The subsidiary acquired during the year, as explained in Note 1, has a ZWL functional and presentat ion

currency and its hyper inflated f inancial statements were consolidated into the Group by convert ing to

USD per IAS 21 –The effects of changes in foreign exchange rates. The consolidated subsidiary f inancial
statements contain misstatements as a result  of the following 3 matters:

Matter 1: Misstated opening balances which have not been corrected in terms of IAS8. In previous year,
the subsidiary applied an incorrect date of change in funct ional currency of  22 February 2019 instead

of 1 October 2018. Further, inappropriate exchange rates which are not IAS21 compliant  were used to

t ranslate foreign denominated t ransactions and balances to ZWL, t he subsidiary’s funct ional currency.
Consequent ly, the following amounts on the consolidated f inancial statements are materially impacted.

Statement of financial position balances

- Property, plant  and equipment of USD10 757 597 included in the closing balance USD58 494

615;

- Exploration and evaluation assets of USD 296 539 included in the closing balance USD1
320 757;

- Inventories of USD 180 835 included in the closing balance USD 22 446 079; and

- Retained earnings of USD 536 471 included the closing balance USD  41 415 161.

Statement of profit  or loss and other comprehensive income

- Cost  of sales of USD180 835 included in the current  year cost  USD41 145 557; and
- Depreciation of USD810 768 included in the current year expense USD3 716 975.

Matter 2: Use of inappropriate exchange rates in current year: For the period 1 January 2020 to 22

June 2020; Management used the interbank rate to t ranslate foreign currency denominated

t ransact ions and balances. Furthermore, during consolidation Management  used the Dallaglio numbers
t ranslated using incorrect  exchange rates to t ranslate into the parent ’s funct ional currency. However,

this rate was not  available for immediate delivery therefore does not meet the requirements of  IAS 21.

Consequent ly, the following amounts on the consolidated f inancial statements are materially impacted.

Statement of financial position balances

- Property, plant  and equipment  of USD 7 998 242 included in the closing balance USD58 494
615;

- Exploration and Evaluation Asset of USD 181 826 included in closing balance USD1 320 757;

- Inventories of USD 1 639 691 included in closing balance USD 22 446 079;
- Consequent ial impact on Retained earnings and deferred taxat ion; and

- Funct ional currency translat ion reserve of USD 1 849 873.

Statement of profit  or loss and other comprehensive income

- Revenue of USD9 751 521 included in total for year USD 71 388 053;

- Cost  of sales of USD4 000 688 included in total cost  for the year USD44 145 557;
- Other income of USD 136 795 included in the total for the year USD 1 809 488;

- Employee expenses of USD 1 518 507 included in the expense for the year USD 12 864 171;

- Other expenses of USD453 148 included in expense for the year USD6 665 083; and
- Consequent ial impact on Taxat ion.

Matter 3: Notwithstanding that IAS 29- (Financial Reporting in Hyperinflationary Economies) has been

applied correct ly, it  is noted that  its application was based on prior and current periods’ f inancial

informat ion which was not in compliance with IAS 21 /  IAS 8 as described above. Had the correct  base
numbers and start  date been used, all the elements noted above would have been materially different.



The effects of the above misstatements are material and pervasive to the consolidated financial
statements of the Group.

We conducted our audit  in accordance with Internat ional Standards on Audit ing (ISAs). Our

responsibilit ies under those standards are further descried in the Auditor’s Responsibilit ies for the Audit

of  the Consolidated Financial Statements section of our report . We are independent of the Group in

accordance with the Internat ional 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 the f inancial statements in Zimbabwe, and we have fulf illed our ethical responsibilit ies in

accordance with these requirements and 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

Except for the matters described in the Basis for Adverse Opinion sect ion, we have determined that  there

are no other key audit  matters to communicate in our report .

Other information

The directors are responsible for the other information. The other informat ion comprises the Chairman’s

Statement, The Chief Executive Officer’s Business Report , the Directors’ Report  and the Statement of

Corporate Governance and Responsibility but does not include the consolidated financial statements and

our auditor’s report  thereon. Our opinion on the consolidated f inancial statements does not cover the

other informat ion and we do not express an audit  opinion or any form of  assurance conclusion thereon.

The Chairman’s Statement , The Chief Execut ive Officer’s Business Report , the Directors’ Report  and the

Statement of Corporate Governance and Responsibility is expected to be made available to us after the

date of this auditor’s report .

In connect ion with our audit  of the consolidated f inancial statements, our responsibility is to read the

other information and, in doing so, consider whether the other information is materially inconsistent with

the consolidated f inancial statements or our knowledge obtained in the audit , or otherwise appears to be

materially misstated. If, based on the work we have performed, we conclude that  there is a material

misstatement of this other informat ion, we are required to report  that  fact . As described in the Basis for

Adverse Opinion section above, the Group did not  comply with the requirements of IAS 21 – Effects of

Changes in Foreign Exchange Rates. We have concluded that  the other informat ion is materially

misstated for the same reason with respect to the amounts or other items in the Directors’ Report

affected by the failure to comply with the referred standard.

Responsibilities of the Directors for the Consolidated Financial Statements

The directors are responsible for the preparat ion and fair presentat ion of the consolidated f inancial

statements in accordance with International Financial Reporting Standards and the requirements of the

Companies Act (Chapter 24:03), and for such internal cont rol as the directors determine is necessary to

enable the preparat ion of consolidated financial statements that are free from material misstatement,

whether due to fraud or error.

In preparing the consolidated f inancial statements, the directors are responsible for assessing the

Group’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern

and using the going concern basis of  account ing unless the directors either intend to liquidate the Group

or to cease operat ions, or have no realist ic alternative but  to do so.



Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our object ives are to obtain reasonable assurance about whether the consolidated 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 f raud 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 f inancial statements.

As part  of an audit in accordance with ISAs, we exercise professional judgement  and maintain

professional scept icism throughout the audit . We also:

 Ident ify and assess the risks of material misstatement  of the consolidated f inancial 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 result ing from error,

as fraud may involve collusion, forgery, intent ional omissions, misrepresentat ions, or the override of

internal cont rol.

 Obtain an understanding of internal cont rol 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 internal cont rol.

 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting

est imates and related disclosures made by the directors.

 Conclude on the appropriateness of the directors’ use of the going concern basis of account ing and

based on the audit  evidence obtained, whether a material uncertainty exists related to events or

condit ions that  may cast significant  doubt  on the Group’s ability to cont inue as a going concern. If  we

conclude that  a material uncertainty exists, we are required to draw at tent ion in our auditor’s report

to the related disclosures in the consolidated f inancial 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 condit ions may cause the Group to cease

to cont inue as a going concern.

 Evaluate the overall presentat ion, st ructure and content of the consolidated financial statements,

including the disclosures, and whether the consolidated financial statements represent the underlying

t ransactions and events in a manner that  achieves fair presentation.

 Obtain suff icient appropriate audit  evidence regarding the f inancial informat ion of the ent it ies or

business act ivit ies within the Group to express an opinion on the consolidated financial statements.

We are responsible for the direction, supervision and performance of the Group 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 signif icant deficiencies in internal control that  we

ident ify 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 relat ionships and other mat ters that  may

reasonably be thought  to bear on our independence, and where applicable, related safeguards.

From the mat ters communicated with the directors, we determine those mat ters that were of most

significance in the audit of the consolidated 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 regulat ion

precludes public disclosure about  the matter or when, in extremely rare circumstances, we determine

that  a mat ter 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.

Report on Other Legal and Regulatory Requirements

In our opinion, because of the signif icance of the matter discussed in the Basis for Adverse Opinion

sect ion of  our report , the accompanying consolidated financial statements have not  in all material

respects, been properly prepared in compliance with the disclosure requirements of and in the manner

required by the Companies Act (Chapter 24:03).

The engagement partner on the audit  resulting in this independent auditor’s report  is David Marange

(PAAB Practising Cert ificate Number 0436).
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