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Statement of directors’ responsibilities

The Companies Act, 2013 requires directors to prepare financial statements for each financial year which
give a true and fair view of the affairs of the company as at the end of the financial period and of the operating
results for that period. The directors are responsible for preparing the financial statements in accordance
with IFRS Accounting Standards as issued by the International Standards Board and in the manner required
by the Companies Act, 2013

The Act requires directors to ensure that the company keeps proper accounting records which disclose with
reasonable accuracy at any time, the financial position of the company and to enable them to ensure that the
financial statements comply with the Companies Act.

In preparing the financial statements, the directors accept responsibility for the following:

Maintenance of proper accounting records that correctly record and explain the transactions of the
company;

Selection of suitable accounting policies and applying them consistently;
Making judgements and estimates that are reasonable and prudent:

Compliance with applicable accounting standards, when preparing financial statements, subject to any
material departures being disclosed and explained in the financial statements:

Enable the financial statements to be readily and properly audited; and

Preparation of financial statements on a going concern basis, unless it is inappropriate to presume that
the company will continue in business.

The directors also accept responsibility for taking such steps as are reasonably open to them to safeguard
the assets of the company and to maintain adequate systems of internal control to prevent and detect fraud
and other irregularities.

The directors confirm that they have complied with the Companies (Corporate Governance) Regulations 2016
with respect to corporate governance.

The directors are of the opinion that the financial statements give a fair view of the state of the financial affairs

of the company and of its operating results.

Director:

Director:

8 May 2025
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Independent auditor’s report to the shareholders of Makandi Tea and Coffee Estates Limited

Opinion

We have audited the consolidated and separate financial statements of Makandi Tea and Coffee Estates Limited
set out on pages 5 to 54 which comprise the consolidated and separate statements of financial position as at 31
December 2024 and the consolidated and separate statements of profit or loss and other comprehensive income,
consolidated and separate statements of changes in equity and consolidated and separate statements of cash
flows for the year then ended, and notes to the consolidated and separate financial statements, including a
summary of material accounting policy information.

In our opinion, the consolidated and separate financial statements present fairly, in all material respects, the
consolidated and separate financial position of the Group and Company as at 31 December 2024, and its
consolidated and separate financial performance and cash flows for the year then ended in accordance with IFRS
Accounting Standards as issued by the International Accounting Standards Board, IAS 29 Directive as issued by
the Institute of Chartered Accountants in Malawi (ICAM), and the requirements of the Companies Act, 2013.

Basis for Opinion

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 Consolidated and
separate financial Statements section of our report. We are independent of the Group and Company in accordance
with the International Code of Ethics for Professional Accountants (including International Independence
Standards) (IESBA Code) together with the ethical requirements that are relevant to our audit of the financial
statements in Malawi, and we have fulfilled our other 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.

Other Information

The directors are responsible for the other information. The other information consists of the statement of directors’
responsibilities. The other information does not include the consolidated and separate financial statements and our
auditor’s report thereon.

Our opinion on the consolidated and separate 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 consolidated and separate financial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially inconsistent with the
consolidated and separate 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 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.

Responsibilities of the Directors for the Consolidated and separate financial Statements

The directors are responsible for the preparation and fair presentation of the consolidated and separate financial
statements in accordance with IFRS Accounting Standards as issued by the International Accounting Standards
Board and the requirements of the Companies Act, 2013, and for such internal control as the directors determine
is necessary to enable the preparation of consolidated and separate financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated and separate financial statements, the directors are responsible for assessing the
Group’s and 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 Group
and Company or to cease operations, or have no realistic alternative but to do so.

A member firm of Ernst & Young Global Limited
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Auditor’s Responsibilities for the Audit of the Consolidated and separate financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated and separate 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 1ISAs 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 consolidated and separate
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 consolidated and separate 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 group’s and 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 on the group's and 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 consoclidated and separate 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 group and company to
cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the consolidated and separate financial
statements, including the disclosures, and whether the consolidated and separate financial statements
represent the underlying transactions and events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information of the entities within the
group and its business activities to express an opinion on the consolidated and separate financial
statements. We are responsible for the direction, supervision and performance of the group's 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 significant deficiencies in internal control that we identify during our audit.

mﬁS.Kﬁ WAQ..Yi

Chartered Accountants (Malawi)
Monica Lungu - Partner

Registered Practicing Accountant
23 June 2025

A member firm of Ernst & Young Global Limited
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Consolidated and separate financial statements for the year ended 31 December 2024

Consolidated and separate statements of financial position as at 31 December 2024

ASSETS

Non-current assets

Property, plant and equipment
Investments in subsidiaries

Current assets

Biological assets

Future crop expenditure
Inventories

Trade and other receivables
Amounts due from related parties
Current income tax asset

Cash and cash equivalents

TOTAL ASSETS

EQUITY AND LIABILITIES

EQUITY

Share capital

Share premium

Revaluation reserve
Accumulated (losses)/ retained
earnings

Total equity

LIABILITIES

Non-current liabilities

Deferred income tax liabilities
Deferred acquisition consideration
Long term borrowings

Current liabilities

Trade and other payables
Deferred acquisition consideration
Amounts due to related parties
Borrowings

Employee benefits liabilities

Total current liabilities

Total liabilities

Total equity and liabilities

These financial statements were authorised for issue by the Board of directors on 8 May
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CONSOLIDATED COMPANY
2024 2023 2024 2023
K'000 K'000 K'000 K'000
30 499 726 29 456 822 28 234 039 27 164 237
E - 1984 595 1984 595
30 499 726 29 456 822 30 218 634 29 148 832
1582 966 2123927 1 582 966 2123927
450 870 400 307 450 870 400 307
3710 284 2 444 057 3710284 2 444 057
1783 315 945 933 1783315 945 933
1137 425 3073485 1137 425 3073 485
20 880 12 684 13 221 4316
74 732 909 839 64 490 886 446
8 760 472 9910232 8742 571 5 638 229
39 260 198 39 367 054 38 961 205 39 027 303
15 862 15 862 15 862 15,862
1146 935 1146 935 1146 935 1 146,935
13 684,112 14 155 853 13 579 801 14 045,761
(3 168 625) (1 983 160) (3 401 697) (2 244,331)
11 678 284 13 335,490 11 340 901 12 964 227
5 730 843 6 280 479 5 768 894 6312 163
79 897 198 317 79 897 198 317
16 450 041 8 993 313 16 450 041 8993313
22 260 781 15 472 109 22 298 832 15503 793
2 077 822 2 066 322 2074722 2 063 694
125 733 135 289 125 733 135 289
3 667 217 050 7106 219 506
2 860 076 7 956 540 2 860 076 7 956 540
253 835 184 254 253 835 184 254
5321133 10 559 455 5321472 10 559 283
27 581 914 26 031 564 27 620 304 26 063 076
39 260 198 39 367 054 38 961 205 39 027,303

iy

5 and were signed on its
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- Director
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The notes on pages 10 to 53 form part of these financial statements. Auditors’ report is on page 3 to 4



Makandi Tea & Coffee Estates Limited

Consolidated and separate financial statements for the year ended 31 December 2024

Consolidated and separate statements of profit or loss or other comprehensive income for the year

ended 31 December 2024

Revenue

Cost of sales

Gross profit

Distribution costs

Administrative expenses

Other income

Other costs

Fair value gain/(loss) on biological assets
Operating loss

Finance costs

Loss before income tax

Income tax expense

Loss for the year

Total comprehensive (loss)/income for
the year

Note

18

20

21

23

24

CONSOLIDATED COMPANY
2024 2023 2024 2023
K'000 K'000 K'000 K'000

12 948 754 8 796 954 12 948 754 8 796 954
(8 600 145) (6 675 857) (8 600 145) (6 675 857)
4 348 609 2121097 4 348 609 2121097
(848 184) (541 837) (848 184) (541 837)
(3 665 899) (7 383 785) (3 641 794) (7 352 444)
20 272 15 895 35 705 14 822
(540 961) 829 156 (540 961) 829 156
(686 163) (4 959 474) (646 625) (4 929206)
(1518 470) (793 530) (1518 470) (793 530)
(2 204,633) (5 753 004) (2 165 095) (5 722 736)
547 427 712 102 541 769 706 309

(1 657 2086) (5 040 902) (1623 326) (5 016427)
(1 657 206) (5 040 902) (1623 326) (5 016 427)




Makandi Tea & Coffee Estates Limited

Consolidated and separate financial statements for the year ended 31 December 2024

Statement of changes in equity for the year ended 31 December 2024

Consolidated

At 1 January 2023

Loss for the year

Impairment of bearer asset
Transfer of excess depreciation

At 31 December 2023

At 1 January 2024
Loss for the year

Transfer of excess depreciation
At 31 December 2024

Company

At 1 January 2023
Loss for the year

Transfer of excess depreciation
Impairment of bearer assets

At 31 December 2023

At 1 January 2024

Loss for the year
Transfer of excess depreciation

At 31 December 2024

Note:

Retained earnings include fair value gains on biological assets of nil (2023:

Share Share Revaluation Retained Total
capital premium reserve earnings

K’000 K'000 K’000 K’'000 K’000

15 862 1146 935 14 858 811 2 586 001 18 607 609

- - - (5040902) (5 040 902)

- B (231 217) - (231 217)

. ’ (471 741) 471 741 £

15 862 1146 935 14 155853 (1983 160) 13 335 490

15 862 1146 935 14 155853 (1983 160) 13 335490

- - - (1657 206) (1 657 206)

- - (471 741) 471 741 -

15 862 1146 935 13684 112 (3 168 625) 11 678 284

Share Share Revaluation Retained Total

capital premium reserve earnings

K'000 K'000 K000 K'000 K'000

15 862 1146 935 14 742 938 2 306 136 18 211 871

- - - (5016 427) (5016 427)

- - (465 960) 465 960 -

(231 217) ) (231 217)

15 862 1146 935 14 045 761 (2 244 331) 12 964 227

15 862 1146 935 14 045 761 (2 244 331) 12 964 227

= = - (1623326) (1623 326)

- - (465 960) 465 960 -

15862 1146 935 13 579 801 (3401 697) 11 340 901

nil) net of tax



Makandi Tea & Coffee Estates Limited

Consolidated and separate financial statements for the year ended 31 December 2024

Consolidated and separate statement of cash flows for the year ended 31 December 2024

CONSOLIDATED COMPANY
Note 2024 2023 2024 2023
K'000 K'000 K'000 K'000

CASH FLOWS FROM OPERATING ACTIVITIES
Loss before income tax (2204 633) (5753004) (2165095) (5722736)
Adjustments for:
- Fair value gain/(loss) on biological assets F 540 961 (829 156) 540 961 (829 156)
- Depreciation 5 943 915 972 898 917 017 940 712
- Interest payable 23 1402 321 793 530 1402 321 793 530
- Interest on deferred purchase consideration 25 116 149 62 375 116 149 62 375
-Gain on disposal assets (6 313) - (6 313) =
- Unrealised exchange _.Ommmm.o: long term borrowings and 401,254 3143953 401,254 3143 953
deferred purchase consideration
Cash generated from operating activities before
changes I workiing capttsl 1,193,654 (1 609 404) 1,206,294 (1611 322)
Increase in future crop expenditure (50 563) (136 255) (50 563) (136 255)
Increase in inventories (1266 227) (567 250) (1 266 227) (567 250)
(Increase)/Decrease in trade and other receivables (837 382) 6914 (837 382) 6914
Decrease/(increase) in amounts due from related parties 1936 060 (3 073 485) 1936 060 (3073 485)
Increase in trade and other payables 11 500 881 692 11028 881 692
Decrease in amounts due to related parties (213 383) (45 949) (212 400) (43 643)
Increase in employee benefit liabilities 69 581 13 410 69 581 13 410
Cash generated from operations 843,240 (4 530 327) 856,391 (4 529 939)
Interest paid 23 (1402 321) (793 530) (1 402 321) (793 530)
Taxation paid 243 (10 405) (1.255) (10 405) (1.255)
”_MMMN_W_M flows generated from/(utilized in) operating (569,486) (5 325 112) (556,335) (5 324 724)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment 5 (1994382) (1606 016) (1994 382) (1606 016)
Proceeds from disposal of property, plant and equipment 5 13 876 - 13 876 -
Net cash flows used in investing activities (1980508) (16060186) (1 980 5086) (1606 016)
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of deferred acquisition consideration (254,133) (154 403) (254,133) (154 403)
Proceeds from long-term borrowings 14 498 522 3220043 14 498 522 3220043
Repayment of long-term borrowings (8 014 508) - (8 014 508) -
Net cash flows generated from financing activities 6 229,881 3,065 640 6,229,881 3065 640
Net Increase/(decrease) in cash and cash equivalents 3679889 (3865 488) 3693 040 (3865 100)
Cash and cash equivalents at beginning of the year (5771701 (1906 213) (5 795 094) (1929 994)
Cash and cash equivalents at end of the year 12 (2091812) (5771701) (2 102 054) (5795 094)




Makandi Tea & Coffee Estates Limited

Notes to the consolidated and separate financial statements for the year ended 31 December 2024

1

2.2

Corporate Information

Makandi Tea and Coffee Estates Limited (The company) is a private Company incorporated in Malawi.
The company registration number is 2868. It is a subsidiary of Dhunseri Petrochem and Tea Pte
Limited which is 100% ultimately owned by Dhunseri Tea & Industries Ltd.

The major activities of the group are growing (plantation), manufacture and selling of tea and
macadamia.

The Company owns 100% of the shareholding of AM Henderson & Sons Limited, Ntimabi Estate
Limited and Chiwale Estate Management Services Limited. The main business of A.M. Henderson &
Sons Limited is that it owns the title deed to Chiwale estate which was sub-leased to Makandi Tea
and Coffee Limited. Ntimabi also owns land that has been subleased to Makandi. Both subsidiaries
main income is rental income from the sub-lease of land. Chiwale Estate Management Services
Limited is a dormant company.

The consolidated and separate financial statements for the year ended 31 December 2024 comprises
the company and its subsidiaries AM Henderson & Sons Limited, Ntimabi Estate Limited and Chiwale
Estate Management Services Limited (together referred to as "the Group").

Material accounting policies

Preparation

The consolidated and separate financial statements of the Group have been prepared in accordance
with IFRS Accounting Standards as issued by the International Accounting Standards Board (IASB),
IAS 29 Directive as issued by the Institute of Chartered Accountants in Malawi (ICAM), and in a manner
required by the Companies Act, 2013.

The financial statements have been prepared on a historical cost basis except for biological assets,
and financial instruments that are measured at fair value. The financial statements are presented in
Malawi Kwacha which is the company’s functional and group's presentation currency.

Basis of consolidation

The separate financial statements reflect the interest in the two entities controlled by the company at
cost less any impairment. The consolidated financial statements incorporate the assets, liabilities,
income, expenses and cash flows of the Company and all entities controlled by the company as if
they were a single business entity. Control is achieved when the Group is exposed, or has rights, to
variable returns from its involvement with the investee and has the ability to affect those returns
through its power over the investee. Specifically, the Group controls an investee if, and only if, the
Group has:

- Power over the investee (i.e., existing rights that give it the current ability to direct the relevant
activities of the investee)

»  Exposure, or rights, to variable returns from its involvement with the investee
= The ability to use its power over the investee to affect its returns

Generally, there is a presumption that a majority of voting rights results in control. To support this
presumption and when the Group has less than a majority of the voting or similar rights of an investee,
the Group considers all relevant facts and circumstances in assessing whether it has power over an
investee, including:

»  The contractual arrangement(s) with the other vote holders of the investee
« Rights arising from other contractual arrangements
»  The Group’s voting rights and potential voting rights

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that
there are changes to one or more of the three elements of control. Consolidation of a subsidiary begins
when the Group obtains control over the subsidiary and ceases when the Group loses control of the
subsidiary. Assets, liabilities, income and expenses of a subsidiary acquired or disposed of during the
year are included in the consolidated financial statements from the date the Group gains control until
the date the Group ceases to control the subsidiary.
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Notes to the consolidated and separate financial statements for the year ended 31 December 2024
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Material accounting policies (continued)
Basis of consolidation (continued)

Profit or loss and each component of OCI are attributed to the equity holders of the parent of the Group and to tt
non-controlling interests, even if this results in the non-controlling interests having a deficit balance. When necessar
adjustments are made to the financial statements of subsidiaries to bring their accounting policies in line with t
Group's accounting policies. All intra-group assets and liabilities, equity, income, expenses and cash flows relatir
to transactions between members of the Group are eliminated in full on consolidation.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity transactio

If the Group loses control over a subsidiary, it derecognises the related assets (including goodwill), liabilities, no
controlling interest and other components of equity, while any resultant gain or loss is recognised in profit or los
Any investment retained is recognised at fair value.

Use of estimates and judgements

The preparation of the consolidated and separate financial statements in conformity with IFRS requires manageme
to make judgements, estimates and assumptions that affect the reported amounts of revenues, expenses, asse
and liabilities, and the accompanying disclosures, and the disclosure of contingent liabilities. Uncertainty about the!
assumptions and estimates could result in outcomes that require a material adjustment to the carrying amount
assets or liabilities affected in future periods. The areas involving a higher degree of judgement or complexity
areas where assumptions and estimates are significant to the consolidated and separate financial statements a
disclosed in Note 3.

2.4 Adoption of new and revised International Financial Reporting Standards

(a) Standards and Interpretations affecting amounts reported and/or disclosed in the financial

statements

The Group applied for the first-time certain standards and amendments, which are effective for annual perio
beginning on or after 1 January 2024 (unless otherwise stated). The Group has not early adopted any other standai
interpretation or amendment that has been issued but is not yet effective.

The following amendments became effective as at 1 January 2024:

e Classification of Liabilities as Current or Non-current and Non-current Liabilities with Covenants -
Amendments to IAS 1

e Lease Liability in a Sale and Leaseback — Amendments to IFRS 16

e Disclosures: Supplier Finance Arrangements -Amendments to IAS 7 and IFRS

(b) Standards and Interpretations in issue, not yet effective

The new and amended standards and interpretations that are issued, but not yet effective, up to the date of
issuance of the Group's financial statements are disclosed below. The Group intends to adopt these new
and amended standards and interpretations, if applicable, when they become effective.:
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Notes to the consolidated and separate financial statements for the year ended 31 December 2024

2.4 Adoption of new and revised International Financial Reporting Standards (Continues)

(b) Standards and Interpretations in issue, not yet effective (Continues)

Effective Standard, Amendment or Interpretation
date
Annual Amendments to the Classification and Measurement of Financial Instruments—Amendments to
repeHing IFRS 9 and IFRS 7
periods Measurement of Financial Instruments (The Amendments). The Amendments include:
beginning on
or after 1 s A clarification that a financial liability is derecognised on the ‘settlement date’ and
e introduce an accounting policy choice (if specific conditions are met) to derecognise
2026 i financial liabilities settled using an electronic payment system before the settlement date
e Additional guidance on how the contractual cash flows for financial assets with
environmental, social and corporate governance (ESG) and similar features should be
assessed
e Clarifications on what constitute ‘non-recourse features’ and what are the characteristics
of contractually linked instruments
e The introduction of disclosures for financial instruments with contingent features and
additional disclosure requirements for equity instruments classified at fair value through
other comprehensive income (OCI)
The Amendments are effective for annual periods starting on or after 1 January 2026. Early
adoption is permitted, with an option to early adopt the amendments for classification of financial
assets and related disclosures only. The Group is currently not intending to early adopt the
Amendments
Annual Lack of exchangeability — Amendments to IAS 21
ﬂmu_.on_zm In August 2023, the IASB issued amendments to IAS 21 The Effects of Changes in Foreign
periods Exchange Rates to specify how an entity should assess whether a currency is exchangeable and
beginning how it should determine a spot exchange rate when exchangeability is lacking. The amendments als
on or after require disclosure of information that enables users of its financial statements to understand how the
14 currency not being exchangeable into the other currency affects, or is expected to affect, the entity’s
anuary financial performance, financial position and cash flows
2025
Annual IFRS 18 — Presentation and Disclosure in Financial Statements
Stn:_:@ In April 2024, the IASB issued IFRS 18 Presentation and Disclosure in Financial Statements,
periods which replaces IAS 1 Presentation of Financial Statements. IFRS 18 introduces new requirements
beginning for presentation within the statement of profit or loss, including specified totals and subtotals.
on or after Furthermore, entities are required to classify all income and expenses within the statement of profit
1 or loss into one of five categories: operating, investing, financing, income taxes and discontinued
anary operations, whereof the first three are new. Earlier application of the standard is permitted and
2027 must be disclosed. IFRS 18 will apply retrospectively
Annual IFRS 19 Subsidiaries without Public Accountability: Disclosure
re [ ' " L. % }
%ﬂ:m In May 2024, the IASB issued IFRS 19, which allows eligible entities to elect to apply its
perioes reduced disclosure requirements while still applying the recognition, measurement and
beginning resentation requirements in other IFRS accounting standards. To be eligible, at the end
p q tng g
on or after 1 of the reporting period, an entity must be a subsidiary as defined in IFRS 10, cannot have
January public accountability and must have a parent (ultimate or intermediate) that prepares
2027 consolidated financial statements, available for public use, which comply with IFRS

accounting standards. Early application permitted. As the Group’s equity instruments are
publicly traded, it is not eligible to elect to apply IFRS 19
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Notes to the consolidated and separate financial statements

2

2.5

2.51

Material accounting policies (continued)
Summary of material accounting policies

Business combinations and goodwill

Business combinations are accounted for using the acquisition method. The cost of an acquisition is
measured as the aggregate of the consideration transferred, which is measured at acquisition date
fair value, and the amount of any non-controlling interests in the acquiree. For each business
combination, the Group elects whether to measure the non-controlling interests in the acquiree at fair
value or at the proportionate share of the acquiree’s identifiable net assets. Acquisition-related costs
are expensed as incurred and included in administrative expenses.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for
appropriate classification and designation in accordance with the contractual terms, economic
circumstances and pertinent conditions as at the acquisition date. This includes the separation of
embedded derivatives in host contracts by the acquiree.

Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the
acquisition date. Contingent consideration classified as equity is not remeasured and its subsequent
settlement is accounted for within equity. Contingent consideration classified as an asset or liability
that is a financial instrument and within the scope of IFRS 9 Financial Instruments, is measured at
fair value with the changes in fair value recognised in the statement of profit or loss in accordance
with IFRS 9. Other contingent consideration that is not within the scope of IFRS 9 is measured at fair
value at each reporting date with changes in fair value recognised in profit or loss.

Goodwill is initially measured at cost (being the excess of the aggregate of the consideration
transferred and the amount recognised for non-controlling interests and any previous interest held
over the net identifiable assets acquired and liabilities assumed). If the fair value of the net assets
acquired is in excess of the aggregate consideration transferred, the Group re-assesses whether it
has correctly identified all of the assets acquired and all of the liabilities assumed and reviews the
procedures used to measure the amounts to be recognised at the acquisition date. If the
reassessment still results in an excess of the fair value of net assets acquired over
the aggregate consideration transferred, then the gain is recognised in profit or loss as a bargain
purchase gain.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For
the purpose of impairment testing, goodwill acquired in a business combination is, from the
acquisition date, allocated to each of the Group’s cash-generating units that are expected to benefit
from the combination, irrespective of whether other assets or liabilities of the acquiree are assigned
to those units. Where goodwill has been allocated to a cash-generating unit (CGU) and part of the
operation within that unit is disposed of, the goodwill associated with the disposed operation is
included in the carrying amount of the operation when determining the gain or loss on disposal.
Goodwill disposed in these circumstances is measured based on the relative values of the disposed
operation and the portion of the cash-generating unit retained. An impairment loss recognized for
goodwill is not reversed in a subsequent period.
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Material accounting policies (continued)
Summary of material accounting policies (continued)

Foreign currency translation

ltems included in the financial statements of the Group are measured using the currency of the
primary economic environment in which the entity operates ("the functional currency"). The financial
statements are presented in Malawi Kwacha ('K’), which is the Company's functional and Group's
presentation currency.

The group’s financial statements are presented in Malawi Kwacha. Transactions in foreign currencies
are initially recorded by the Group in Malawi Kwacha using spot rates at the date the transaction
qualifies for recognition. Monetary assets and liabilities denominated in foreign currencies are
translated at the spot rates of exchange at the reporting date. Differences arising on settlement or
translation of monetary items are recognised in profit or loss.

Property, plant and equipment

Property, plant and equipment comprise mainly bearer plants, factories, retail outlets and offices.
Certain property, plant and equipment is shown at fair value, based on valuation by external
independent valuers, less subsequent depreciation. Revaluations are performed with sufficient
regularity to ensure that the fair value of a revalued asset does not differ materially from its carrying
amount. A revaluation surplus is recorded in OCI and credited to the revaluation reserve in equity. A
revaluation deficit is recognised in the statement of profit or loss, except to the extent that it offsets
an existing surplus on the same asset recognised in the asset revaluation reserve. An annual transfer
from the asset revaluation surplus to retained earnings is made for the difference between
depreciation based on the revalued carrying amount of the asset and depreciation based on the
asset's original cost. Additionally, accumulated depreciation as at the revaluation date is eliminated
against the gross carrying amount of the asset and the net amount is restated to the revalued amount
of the asset. Upon disposal, any revaluation surplus relating to the particular asset being sold is
transferred to retained earnings

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow
to the Group and the cost of the item can be measured reliably. The carrying amount of the replaced
part is derecognised. All other repairs and maintenance costs are charged to profit and loss during
the financial period in which they are incurred.

Land and capital work in progress are not depreciated. Depreciation on other assets is calculated
using the straight-line method to allocate their cost to their residual values over their estimated useful
lives, as follows:

Bearer plants -Tea bushes 65 Years
-Macadamia 35 Years
Building 10 to 25 years
Plant & Machinery 3 to 10 years
Motor vehicles 2 to 10 years
Furniture and equipment 3 to 10 years
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2.5.5

Material accounting policies (continued)
Summary of material accounting policies (continued)
Property, plant and equipment (continued)

Tea bushes, macadamia trees and timber stumps meet the definition of bearer plants and are
accounted for as property, plant and equipment. Mature bearer plants are measured at fair value less
accumulated depreciation. The fair value of timber, tea and macadamia is determined based on the
present value of expected net cash flows from the bearer plants discounted at a current market
determined pre-tax rate adjusted for a long-term view. Immature bearer plants including timber, tea
bushes and macadamia trees are measured at accumulated cost until they start to be commercially
harvested.

The assets’ residual values, useful lives and methods of depreciation are reviewed at each financial
year end and adjusted prospectively if appropriate. Assets that have an indefinite useful life are not
subject to amortisation and are tested annually for impairment.

An asset's carrying amount is written down immediately to its recoverable amount if the asset's
carrying amount is greater than its estimated recoverable amount.

An item of property, plant and equipment is de-recognised upon disposal (i.e., at the date the recipient
obtains control) or when no future economic benefits are expected from its use or disposal. Any gain
or loss arising on de-recognition of the asset (calculated as the difference between the net disposal
proceeds and the carrying amount of the asset) is recognised in the statement of profit or loss when
the asset is de-recognised.

Biological assets

Biological assets comprise of growing timber, macadamia nuts on macadamia trees, and growing tea
on tea bushes. The expected harvest of growing timber, growing tea and macadamia nuts is
measured at their fair value less relevant costs including costs to sell. Costs to sell include the
incremental selling costs, including auctioneer' fees, commission paid to brokers and dealers and
established costs of transport to the market but excludes finance costs and income taxes. Other
relevant costs include harvesting costs and costs of maintaining fields.

The fresh fruit/produce growing on the bushes or trees to be harvested within a year is accounted for
as biological assets. Timber that has been grown for 6 years is regarded as biological assets as it
can be sold or used commercially.

Fair value movements include increased yields as plants and trees mature, price movements reduced
with expected cost increases.

Future crop expenditure

The Group's financial year and the crop seasons are not concurrent for macadamia. Accordingly,
expenditure incurred prior to the reporting date in respect of crops which will be harvested in the
subsequent financial year is carried forward at cost to be charged against the corresponding revenue.
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Material accounting policies (continued)
Summary of material accounting policies (continued)

Impairment of non - financial assets

The Group assesses, at each reporting date, whether there is an indication that an asset may be
impaired. If any indication exists, or when annual impairment testing for an asset is required, the
Group estimates the asset’s recoverable amount. An asset's recoverable amount is the higher of an
asset’s fair value less costs of disposal and its value in use. Recoverable amount is determined for
an individual asset, unless the asset does not generate cash inflows that are largely independent of
those from other assets of the Group. When the carrying amount of an asset exceeds its recoverable
amount, the asset is considered impaired and is written down to its recoverable amount.

In assessing value in use, the estimated future cash flows are discounted to their present value using
a pre-tax discount rate that reflects current market assessments of the time value of money and the
risks specific to the asset. In determining fair value less costs of disposal, recent market transactions
are taken into account. If no such transactions can be identified, an appropriate valuation model is
used. These calculations are corroborated by valuation multiples, quoted share prices for publicly
traded companies or other available fair value indicators.

The Group bases its impairment calculation on detailed budgets and forecast calculations, which are
prepared separately for each of the Group’s CGUs to which the individual assets are allocated. These
budgets and forecast calculations generally cover a period of five years. For longer periods, a long-
term growth rate is calculated and applied to project future cash flows after the fifth year.

Impairment losses of continuing operations, including impairment on inventories, are recognised in
profit or loss in expense categories consistent with the function of the impaired asset.

For assets excluding goodwill, an assessment is made at each reporting date to determine whether
there is an indication that previously recognised impairment losses no longer exist or have decreased.
If such indication exists, the Group estimates the asset's or CGU'’s recoverable amount. A previously
recognised impairment loss is reversed only if there has been a change in the assumptions used to
determine the asset's recoverable amount since the last impairment loss was recognised. The
reversal is limited so that the carrying amount of the asset does not exceed its recoverable amount,
nor exceed the carrying amount that would have been determined, net of depreciation, had no
impairment loss been recognised for the asset in prior years. Such reversal is recognised in the
statement of profit or loss.

Borrowing Costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset that
necessarily takes a substantial period of time to get ready for its intended use or sale (a qualifying
asset) are capitalised as part of the cost of the respective assets. Borrowing costs consist of interest
and other costs that an entity incurs in connection with the borrowing of funds.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.
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2.5.8

2.5.8.1

Material accounting policies (continued)
Summary of material accounting policies (continued)

Financial instruments—- initial recognition and subsequent measurement
A financial instrument is any contract that gives rise to a financial asset of one entity and a financial
liability or equity instrument of another entity.

Financial assets

Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently measured at amortised cost,
fair value through other comprehensive income (OCI), and fair value through profit or loss. The
classification of financial assets at initial recognition depends on the financial asset's contractual cash
flow characteristics and the Group’s business model for managing them. With the exception of trade
receivables that do not contain a significant financing component or for which the Group has applied
the practical expedient, the Group initially measures a financial asset at its fair value plus, in the case
of a financial asset not at fair value through profit or loss, transaction costs. Trade receivables that
do not contain a significant financing component or for which the Group has applied the practical
expedient are measured at the transaction price determined under IFRS 15. Refer to the accounting
policy 2.5.14 in section (e) Revenue from contracts with customers.

In order for a financial asset to be classified and measured at amortised cost or fair value through
OCI, it needs to give rise to cash flows that are ‘solely payments of principal and interest (SPPI)’ on
the principal amount outstanding. This assessment is referred to as the SPPI test and is performed
at an instrument level. The Group's business model for managing financial assets refers to how it
manages its financial assets in order to generate cash flows. The business model determines whether
cash flows will result from collecting contractual cash flows, selling the financial assets, or both.

Purchases or sales of financial assets that require delivery of assets within a time frame established
by regulation or convention in the market place (regular way trades) are recognised on the trade date,
i.e., the date that the Group commits to purchase or sell the asset.

Subsequent measurement

For purposes of subsequent measurement financial assets are classified in four categories:

. Financial assets at amortised cost (debt instruments)

. Financial assets at fair value through OCI with recycling of cumulative gains and losses (debt
instruments)

. Financial assets designated at fair value through OCI with no recycling of cumulative gains
and losses upon derecognition (equity instruments)

. Financial assets at fair value through profit or loss
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