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INDEPENDENT AUDITOR’S REPORT  
To the Shareholders of African Distillers Limited 
 
Report on the Audit of the Inflation Adjusted Financial Statements 
 
Opinion  
 
We have audited the inflation adjusted financial statements of African Distillers Limited set out on pages 18 to 53, which comprise the 
inflation adjusted statement of financial position as at 31 March 2021, and the inflation adjusted statement of profit or loss and other 
comprehensive income, the inflation adjusted statement of changes in equity and the inflation adjusted statement of cash flows for 
the 9 month period then ended, and the notes to the financial statements, including a summary of significant accounting policies. 
 
In our opinion, the accompanying inflation adjusted financial statements present fairly, in all material respects, the inflation adjusted 
financial position as at 31 March 2021, and its inflation adjusted financial performance and inflation adjusted cash flows for the 9 
month period then ended in accordance with International Financial Reporting Standards (“IFRS”) and in the manner required by the 
Companies and Other Businesses Entities Act (Chapter 24:31) and the relevant Statutory Instruments (“SI”) 33/99 and 62/96.  
 
Basis for Opinion 
 
We conducted our audit in accordance with International Standards on Auditing (“ISA”). Our responsibilities under those standards 
are further described in the Auditor’s responsibilities for the audit of the inflation adjusted 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 inflation adjusted 
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 opinion.  
 
Emphasis of matter 
 
We draw attention to Note 1.3 to the inflation adjusted financial statements, which describes that the financial year end of the 
Company was changed from 30 June to 31 March to align with Delta Group Limited, their parent Company. Accordingly, the current 
financial statements are prepared for 9 months from 1 July 2020 to 31 March 2021 and as such, the comparative figures stated in the 
statement of profit or loss and other comprehensive income, statement of cashflows, statement of changes in equity and the related 
notes are not comparable. Our opinion is not modified in respect of this matter. 
 
Key Audit Matters 
 
Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the inflation adjusted 
financial statements of the current year. These matters were addressed in the context of our audit of the inflation adjusted financial 
statements as a whole and in forming our opinion thereon, and we do not provide a separate opinion on these matters. We have 
determined the matters described below to be the key audit matters.  
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INDEPENDENT AUDITOR’S REPORT  
To the Shareholders of African Distillers Limited 
 
Report on the Audit of the Inflation Adjusted Financial Statements 
 

Key Audit Matter  How the matter was addressed in the audit 

Valuation and disclosure of prepayments 
 
In 2018, through a facility provided by the Reserve Bank of 
Zimbabwe (RBZ), the Company made a payment of US$22,5 
million to Distell Limited (a related party) towards payables to 
Distell Limited related to technical fees, machinery, royalties, 
inventory items received and reimbursement for guarantee 
payments made by Distell Limited on behalf of the Company. 
The balance paid was in excess of the total amounts payable 
thereby resulting in a prepayment of US$ 1,5 million. As at year 
end, the Company had not utilized this prepayment.  
 
The Company continues to trade with Distell on a predominantly 
prepayment basis for current stocks whilst there are payables 
balances for machinery as well as royalties. 
 
The valuation of the Distell prepayment  has been identified as 
a key audit matter due to the high volume of transactions 
between the Company and Distell Limited, the significant 
fluctuations in the exchange rate of the ZWL to the South African 
Rand (ZAR) throughout the year as well as the volume of 
reconciling items on the reconciliations. The related 
prepayment and trade payables balances are disclosed in note 
20. 
 

 
In addressing this matter, we performed the following 
procedures: 
 
 Tested the design and implementation of controls around 

this area;  
 

 Circulated a confirmation of balances at the year-end 
balance with Distell Limited; 
 

 Inspected the reconciliations of the prepayment balance 
recorded to the balance confirmed by Distell Limited and 
assessed reconciling items for reasonableness; and 
 

 Re-performed the calculations of the valuation of a sample 
of the outstanding foreign liabilities as well as the final 
Distell prepayment as at year end. 

 
We found that the translations were done appropriately.  

 

Determination of uncertain tax matters  

As disclosed in Note 4, the interpretation of fiscal legislation in 
Zimbabwe is complex and has, in instances, resulted in 
differences of interpretation of the relevant legislation, 
specifically regarding the currency of settlement of certain tax 
obligations. These differences in interpretation ultimately result 
in the need to comply with International Financial Reporting 
Interpretation Committee (IFRIC) 23, “Uncertainty over Income 
Tax Treatments”. 
 
In assessing this area as a key audit matter, we have considered 
the following: 
 
 The high degree of judgement and subjectivity in applying 

procedures to these areas;  
 

 High level of judgement applied by management in 
interpreting certain legislation; 
 

 The level of uncertainty involved given multiple policy 
changes in the country as well as currency movements; and 
 

 The input of legal counsel in assessing these uncertain tax 
treatments. 

 
 

In addressing the key audit matter, we performed the following 
procedures: 
 Obtained an understanding of the Company’s tax risk 

environment; 
 Held discussions with management to understand the 

approach taken with regards to the settlement of the 
Company’s tax obligations; 

 Involved our tax specialists who performed the following 
on our behalf; 
- Reviewed management’s tax assessments to evaluate 

the Group’s judgements and estimates in determining 
uncertain tax positions; 

- Performed re-calculations of the Company’s tax 
obligations to assess accuracy thereof; 

- Assessed how management has interpreted new 
developments in the tax legislation in the current 
financial year and how this interpretation affected the 
Company’s tax positions. 
 

 Inspected correspondence in the current financial year 
between the Group and the relevant tax authorities 

 Reviewed the legal opinions sought by management and 
evaluated these against the positions taken by 
management; and 

 Reviewed disclosures made by management against the 
requirements of IFRIC 23. 
 

We concluded that the disclosures made by management was 
appropriate and in accordance with IFRIC 23.  
 
 



 
 

15 

INDEPENDENT AUDITOR’S REPORT  
To the Shareholders of African Distillers Limited 
 
Report on the Audit of the Inflation Adjusted Financial Statements 
 

Key Audit Matter  How the matter was addressed in the audit 

Compliance with International Accounting Standard (“IAS”) 21 “The Effects of Changes in Foreign Currency Rates” requirements 

IAS 21 requires that foreign currency transactions be recorded, 
on initial recognition in the entity's functional currency at the 
spot exchange rate between the functional currency and the 
foreign currency.  
 
During the current financial year, the Reserve Bank of Zimbabwe 
introduced an interbank foreign currency auction . 
 
As disclosed in Note 4, the Company determined that there was 
a lack of exchangeability and  estimated a spot rate for use in 
their financial statements.  
 
This estimation process involved a significant level of both 
subjective and objective judgements and inputs on 
management’s part which included the price and exchange rate 
parity in respect of the Company’s sales and purchases. 
 
As the Company has a significant number of foreign currency 
transactions, and considering that the Company uses the same 
exchange rate that is used and determined at Group level, the 
appropriateness of the exchange rates used in the financial year 
was a significant area of focus. 
 

We focused our testing on the areas of judgement applied by 
management in determining the internal exchange rates and 
how management have assessed the reasonability of rates 
determined at Group level. Procedures performed included the 
following: 
 Tested management’s application of the exchange rate 

estimation process for compliance with IAS 21 and 
technical guidance issued in this regard by recognised 
accounting bodies; 

 Obtained and reviewed the detailed technical write-up 
from management explaining their process of estimation in 
determining the exchange rates; 

 Obtained an understanding of the assumptions used and 
assessed the reasonableness of the assumptions used and 
whether they apply to the Company; 

 Performed an evaluation to assess the sources of foreign 
currency requirements during the financial;  

 Assessed the reasonableness of the Group determined 
rates on African Distillers Limited Company through 
detailed testing of transactions;  

 Evaluated the appropriateness of assumptions applied in 
the estimation process; 

 Tested foreign currency transactions and balances to 
determine that the exchange rates used were in line with 
the estimated rate for that period as well as the closing 
rate; and  

 Assessed the disclosures made by management against the 
requirements of IAS 21. 

 
Overall, we have concluded that the accounting treatment and 
disclosures made are appropriate and in accordance with the 
requirements of IAS 21. 

 
Other Information 
 
The directors are responsible for the other information. The other information comprises the Directors’ Report, Corporate Governance 
Statement and Directors’ Responsibility Statement as required by the Companies and Other Business Entities Act (Chapter 24:31) and 
the historical cost financial information which we obtained prior to the date of this auditor’s report. The other information does not 
include the inflation adjusted financial statements and our auditor’s report thereon.  
 
Our opinion on the inflation adjusted 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 inflation adjusted financial statements, our responsibility is to read the other information and, in 
doing so, consider whether the other information is materially inconsistent with the inflation adjusted  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. We have nothing to 
report in this regard. 
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INDEPENDENT AUDITOR’S REPORT  
To the Shareholders of African Distillers Limited 
 
Report on the Audit of the Inflation Adjusted Financial Statements (continued) 
 
Responsibilities of the Directors for the Inflation Adjusted Financial Statements 
 
The directors are responsible for the preparation and fair presentation of the inflation adjusted financial statements in accordance 
with International Financial Reporting Standards (IFRS), and the requirements of the Companies and Other Business Entities Act 
(Chapter 24:31) and for such internal control as the directors determine is necessary to enable the preparation of inflation adjusted 
financial statements that are free from material misstatement, whether due to fraud or error.  
 
In preparing the inflation adjusted 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 Inflation Adjusted Financial Statements 
 
Our objectives are to obtain reasonable assurance about whether the inflation financial statements as a whole are free from material 
misstatements, 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. 
 
As part of an audit in accordance with ISAs, we exercise professional judgement and maintain professional scepticism throughout the 
audit.   We also: 
 

 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.  
 

 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.  
 

 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 
onthe 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.  
 

 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, actions taken to eliminate threats or safeguards applied.  
 
From the matters communicated with the directors, we determine those matters that were of most significance in the audit of 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. 
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INDEPENDENT AUDITOR’S REPORT  
To the Shareholders of African Distillers Limited 
 
Report on the Audit of the Inflation Adjusted Financial Statements (continued) 
 
Report on Other Legal and Regulatory Requirements 
 
In fulfilment of the requirements of Section 193 of the Companies and Other Business Entities Act (Chapter 24:31) (“the Act”), we 
report to the shareholders as follows: 
 
Section 193 (1) (a)  
 
The financial statements of the Company are properly drawn up in accordance with this Act so as to give a true and fair view of the 
state of the Company’s affairs at the date of the financial statements for the financial year ended 31 March 2021. 
 
Section 193 (2)  
 
We have no matters to report in respect of section 193 (2) requirements of the Act. 
 
The engagement partner on the audit resulting in this independent auditor’s opinion is Charity Mtwazi.  
 
 
 
 
______________________________ 
Deloitte & Touche  
Chartered Accountants (Zimbabwe) 
Per: Charity Mtwazi 
Partner  
PAAB Practice Certificate Number: 0585 
 
Harare 
Zimbabwe 
 
Date : 22 June 2021 
 
 
 
 
 
 
 
 


