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INDEPENDENT AUDITOR’S REPORT

TO THE MEMBERS OF DAIRIBORD HOLDINGS LIMITED

Report on the Audit of the Inflation Adjusted Consolidated and Separate Financial Statements

Adverse Opinion

We have audited the inflat ion adjusted consolidated and separate financial statements of Dairibord

Holdings  Limited and its subsidiaries (the group)  set  out  on pages 13 to 70  which comprise the

inflat ion adjusted consolidated and separate statements of f inancial posit ion as at  31 December

2020, and the inflat ion adjusted consolidated and separate statements of profit  or loss and other

comprehensive income, the inflat ion adjusted consolidated and separate statements of changes in

equity and the inflat ion adjusted consolidated and separate statements of cash f lows for the year

then ended, and notes to the inflat ion adjusted consolidated and separate financial statements,

including a summary of signif icant accounting policies.

In our opinion, the inflat ion adjusted consolidated and separate financial statements do not   present

fairly, in all material respects, the  f inancial posit ion of the group and company as at  31 December

2020, and the financial performance and  cash flows for the year then ended in accordance with

Internat ional Financial Report ing Standards and the requirements of the Companies and Other

Business Ent it ies Act (Chapter 24:31).

Basis for Adverse Opinion

Non-compliance with International Financial Reporting Standards (IFRS): International Accounting

Standard (IAS) 21- The Effects of Changes in Foreign Exchange Rates and IAS 8 - Accounting

Polices, Changes in Accounting Estimates and Errors:

As explained in note 2.1 to the consolidated and separate inflat ion adjusted financial statements, the

Group and Company changed its funct ional and report ing currency from United States Dollars (US$)

to Real Time Gross Sett lement Dollars (RTGS$) on 22 February 2019 in compliance with Statutory

Instrument 33 of 2019.

We however believe that  the change occurred on 1 October 2018 in terms of IAS21 given the

signif icant monetary and exchange control policy changes witnessed in Zimbabwe from 2016

through to 2019.

Our audit  opinion for the year ended 31 December 2019 was therefore modif ied as management

prospect ively applied the change in funct ional currency from US$ to RTGS$ from 23 February 2019,

which we disagreed with. The correct  approach would have been a retrospect ive restatement as a

prior period error in terms of Internat ional Financial Report ing Standards – IAS 8 – Account ing

Polices, Changes in Accounting Est imates and Errors.
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INDEPENDENT AUDITOR’S REPORT (Continued)

DAIRIBORD HOLDINGS LIMITED

Basis for Adverse Opinion (cont inued)

Non-compliance with International Financial Reporting Standards: International Accounting

Standard (IAS) 21- The Effects of Changes in Foreign Exchange Rates and IAS 8 - Accounting

Polices, Changes in Accounting Estimates and Errors (continued).

The matter continues to impact the following amounts on the consolidated and separate inflation

adjusted statements of f inancial posit ion which st ill comprise of material amounts from opening

balances.

Group:

- ZWL 1 364 786 455 included in Property, plant  and equipment  of ZWL 1 528 895 240.

- Non - dist ributable reserves of ZWL 538 854 797.

- Retained earnings of ZWL 1 150 033 052.

- Deferred tax liability of ZWL 373 371 634.

Company:

- ZWL 13 700 258 included in Property, plant  and equipment of ZWL 12 421 883.

- Intangible assets of ZWL 2 250 448.

- Investment in Subsidiary of ZWL 1 153 204 547.

- Retained earnings of ZWL 1 148 063 306.

- Deferred tax liability of ZWL 1 599 354.

Exchange rates used in current year:

In the current year, the Group and Company translated foreign denominated transact ions and

balances to ZWL using the interbank exchange rates for the period 1 January 2020 to 22 June 2020,

prior to introduct ion of the Foreign Exchange Auction Trading System. This includes the period

between March and June 2020 when the exchange rate was fixed at  US$1: ZWL25. As in the prior

year, we concluded that  the interbank exchange rates did not meet the definit ion of spot exchange

rates as per IAS 21, as they were not available for immediate delivery. Consequent ly, the following

amounts are materially impacted:

Group:

- Revenue stated at  ZWL 5 268 879 888 (2019: ZWL 4 997 601 895) of which

ZWL 79 821 628 is misstated.

- Cost of sales stated at  ZWL 3 938 472 308 (2019: ZWL 3 579 663 855) of which

ZWL 12 658 945 is misstated.
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INDEPENDENT AUDITOR’S REPORT (Continued)

DAIRIBORD HOLDINGS LIMITED

Basis for Adverse Opinion (cont inued)

Exchange rates used in current year (continued):

Group:

- Other operat ing income stated at  ZWL 12 423 824 (2019: ZWL 5 126 636) of which
ZWL 9 256 593 is misstated.

- Administrat ion expenses of ZWL 570 009 573 (2019: ZWL 410 872 238).

- Income tax expense of ZWL 21 369 476 (2019: ZWL 181 064 594).

Company:

- Other operat ing income stated at  ZWL 1 621 554 (2019: expense of ZWL 472 881) of which
ZWL 1 479 663 is misstated.

- Income tax expense of ZWL 4 434 874 (2019: ZWL 8 099 545).

The impact  can however not  be quant ified on all accounts due to the lack of records on appropriate

rates and impract icabilit y given the volume of t ransact ions. Our prior year audit  opinion was also

modified in respect of this matter.

Valuation of Investment property and freehold land and buildings (included in property, plant and

equipment) – Group

The Group’s Freehold land and buildings (included in property, plant  and equipment)  were revalued

and have a carrying amount of  ZWL 1 087 180 000  ( 2019: ZWL 873 761 476)  and  the Investment

Property is  included at  a valuat ion of ZWL 85 070 000 (2019: ZWL 86 319 022) as at  31 December

as described in Notes 12 and Note 13 to the inflat ion adjusted f inancial statements respect ively.

These assets were valued as guided by management experts using historical US$ denominated inputs

and converted into ZWL at the applicable closing exchange rates both in the prior year and as at  31

December 2020.  For propert ies, there is a unique disconnect between the currency in which the

rentals are being paid (ZWL) and the currency in which the propert ies are being valued (US$). The

implicit  investment method was applied for industrial and commercial properties and key inputs into

the calculat ions include rentals per square metre and capitalisat ion rates. Resident ial propert ies were

valued in terms of the market  comparable approach. We have concerns over the appropriateness of

using a foreign currency for the valuat ion and then applying a conversion rate to determine the ZWL

values of the investment property and freehold land and buildings.
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INDEPENDENT AUDITOR’S REPORT (Continued)

DAIRIBORD HOLDINGS LIMITED

Basis for Adverse Opinion (cont inued)

Valuation of Investment property and freehold land and buildings (included in property, plant and

equipment) – Group: (continued)

The translat ion process adopted by management does not meet the fair value measurement

principles of the affected items as set  out  in IFRS 13 “Fair Value Measurement” due to the following

considerat ions: 1) With respect to the implicit  investment approach, the US$ est imated rentals may

not  be an appropriate proxy for the ZWL amounts in which rentals are set t led. 2) While historical US$

amounts based on similar t ransactions have been used as a start ing point  in  determining comparable

values on the market comparable approach, it  is noted that  market part icipants take into account

different  risk factors in determining an appropriate value in ZWL terms which are not  necessarily

limited to the exchange rates.

Consequent ly, property, plant and equipment and investment property may be materially misstated

and owing to lack of informat ion on relevant inputs in ZWL, we are unable to determine what

adjustments may be necessary to correct ly account for these amounts. Our opinion on the prior and

current year’s consolidated and separate financial statements is also modified because of the

possible effect of this matter on the comparability of the current year’s figures and the corresponding

figures.

Application of IAS29 - Financial Reporting in Hyperinflationary Economies:

Furthermore, notwithstanding that  IAS 29 has been applied correct ly, it  is noted that  its applicat ion

was based on prior and current periods’ financial informat ion which was not in compliance with IAS

21 /  IAS 8 as described above. Had the correct  base numbers been used, the following account

balances on the consolidated and separate inflat ion adjusted Statements of Financial Posit ion and

Statements of Profit  or Loss and Other Comprehensive Income would have been materially affected:

Group:

- Property, plant  and equipment of ZWL 1 528 895 240 (2019: ZWL 1 364 786 455)

- Non - dist ributable reserves of ZWL 538 854 797 (2019: ZWL 355 677 754)

- Deferred tax liability of ZWL 373 371 634 (2019: ZWL 386 970 307)

- Revenue of ZWL 5 268 879 888 (2019: ZWL 4 997 601 895)

- Cost of sales of ZWL 3 938 472 308 (2019: ZWL 3 579 663 855)

- Other operat ing income of ZWL 12 423 824 (2019:  ZWL 5 126 636)

- Administrat ion expenses of ZWL 570 009 573 (2019: ZWL 410 872 238)

- Income tax expense of ZWL 21 369 476  (2019: ZWL 181 064 594)
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INDEPENDENT AUDITOR’S REPORT (Continued)

DAIRIBORD HOLDINGS LIMITED

Basis for Adverse Opinion (cont inued)

 Application of IAS29 - Financial Reporting in Hyperinflationary Economies (continued):

Company:

- Property, plant  and equipment of ZWL 12 421 883 (2019: ZWL 13 700 258)

- Intangible assets of ZWL 2 250 448 (2019: ZWL 2 266 294)

- Investment in Subsidiary of ZWL 1 153 204 547 (2019: ZWL 1 153 204 547)

- Non - dist ributable reserves of ZWL 20 308 850 (2019: ZWL 20 308 850)

- Deferred tax liability of ZWL 1 599 354 (2019: ZWL2 362 004)

- Other operat ing income of ZWL 1 621 554 (2019: expense of ZWL 472 881)

- Income tax expense of ZWL 4 434 874 (2019: ZWL 8 099 545).

Overall consequential impact

As no restatements have been recorded in current year per IAS8 to correct  the above matters, our

audit  report  on the consolidated and separate inflat ion adjusted financial statements for the year

ended 31 December 2020 is further modified for the following reasons;

 Virtually all corresponding numbers remain misstated on the consolidated and separate

inflat ion adjusted Statements of Financial Posit ion, the consolidated and separate inflat ion

adjusted Statements of Profit  or Loss and Other Comprehensive Income, the consolidated

and separate inflat ion adjusted Statements of Cash Flows and the consolidated and separate

inflat ion adjusted Statements of Changes in Equity and  this also impacts comparabilit y of

the current period’s figures.

 As opening balances enter into the determinat ion of cash f lows and performance, our audit

opinion is modif ied in respect of the impact  of these matters on the consolidated and separate

inflat ion adjusted Statements of Profit  or Loss and Other Comprehensive Income, the

consolidated and separate inflat ion adjusted Statements of Cash Flows and the consolidated

and separate inflation adjusted Statements of Changes in Equity.

The effects of the above departures from IFRS are material and pervasive to the consolidated and

separate inflat ion adjusted f inancial statements.

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 and separate Inflat ion adjusted annual f inancial statements sect ion of our

report . We are independent of the Group and Company  in accordance with the Internat ional Code of

Ethics for Professional Accountants (including Internat ional Independence Standards) (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.
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INDEPENDENT AUDITOR’S REPORT (Continued)

DAIRIBORD HOLDINGS LIMITED

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 section, we have determined that

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

Other information

The other informat ion comprises the Chairman’s Statement, the Abridged Audited Results Press

Publicat ion statement, the Report of the Directors and the Statement of Directors’ Responsibilit y but

does not include the consolidated and separate inflat ion adjusted financial statements and our

auditor’s report  thereon. The directors are responsible for the other informat ion.

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 connect ion with our audit  of the consolidated and separate financial statements, our responsibility

is to read the other informat ion and, in doing so, consider whether the other information is materially

inconsistent  with the inflat ion adjusted consolidated and separate 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 on the other informat ion obtained prior to the date of this auditor’s report ,

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 sect ion above, the Group and Company did

not  comply with the requirements of IAS 21 –Effects of Changes in Foreign Exchange Rates and IAS

8 – Account ing Policies, Changes in Account ing Estimates and Errors, IAS 29 – Financial Report ing in

Hyperinflat ionary Economies and IFRS 13 – Fair Value Measurement . We have concluded that the

other informat ion is materially misstated for the same reasons.

Responsibilit ies of the Directors for the consolidated and separate Inflat ion adjusted Financial

Statements

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

separate inflation adjusted f inancial statements in accordance with Internat ional Financial Report ing

Standards and the requirements of the Companies and Other Business Ent it ies Act (Chapter 24:31),

and for such internal controls as the directors determine is necessary to enable the preparat ion of

inflat ion adjusted consolidated and separate financial statements that  are free from material

misstatement , whether due to fraud or error.

In preparing the consolidated and separate inflation adjusted f inancial statements, the directors are

responsible for assessing the Company and 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 and Company or to cease operat ions, or have

no realist ic alternat ive but to do so.
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INDEPENDENT AUDITOR’S REPORT (Continued)

DAIRIBORD HOLDINGS LIMITED

Auditor’s Responsibilit ies for the Audit  of the consolidated and separate inflat ion adjusted

Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated and separate

inflat ion adjusted f inancial 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 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 based on these consolidated and separate inflat ion

adjusted 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 inflat ion adjusted consolidated and

separate f inancial statements, whether due to fraud or error, design and perform audit

procedures responsive to those risks, and obtain audit  evidence that  is enough and appropriate

to provide a basis for our opinion. The risk of not  detect ing a material misstatement result ing from

fraud is higher than for one result ing from error, as fraud may involve collusion, forgery,

intent ional omissions, misrepresentations, or the override of internal control.

 Obtain an understanding of internal controls 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 effect iveness of the Company’s and Group’s internal controls.

 Evaluate the appropriateness of account ing policies used and the reasonableness of account ing

est imates 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  signif icant doubt on the Group and Company’s ability to cont inue as a

going concern. If we conclude that  a material uncertainty exists, we are required to draw at tention

in our auditor’s report  to the related disclosures in the consolidated and separate inflat ion

adjusted 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 condit ions may cause the Group and Company to cease to cont inue as

a going concern.

 Evaluate the overall presentat ion, st ructure and content of the consolidated and separate inflat ion

adjusted f inancial statements, including the disclosures, and whether the consolidated and

separate inflat ion adjusted f inancial statements represent the underlying transactions and events

in a manner that  achieves fair presentat ion.

 Obtain suff icient  appropriate audit  evidence regarding the f inancial informat ion of the entit ies or

business act ivit ies within the Group to express an opinion on the consolidated and separate

inflat ion adjusted consolidated f inancial statements. We are responsible for the direct ion,

supervision and performance of the Group audit . We remain solely responsible for our audit

opinion.
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INDEPENDENT AUDITOR’S REPORT (Continued)

DAIRIBORD HOLDINGS LIMITED

Auditor’s Responsibilit ies for the Audit  of the consolidated and separate inflat ion adjusted

Financial Statements (cont inued).

We communicate with the directors regarding, among other matters, the planned scope and t iming

of the audit  and significant audit  findings, including any signif icant deficiencies in internal cont rol

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

matters that  may reasonably be thought to bear on our independence, and where applicable, act ions

taken to eliminate threats or safeguards applied.

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

signif icance in the audit  of consolidated and separate inflat ion adjusted f inancial 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 communicat ion.

The engagement  partner on the audit  result ing in this independent auditor’s report  is

Mr David Gwande (PAAB Pract icing Cert if icate Number 132).
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