
10. Related parties (Continued)
Rental income and service charges for the year relates to the rentals charged by MPICO Limited for
the office space that Old Mutual occupies in Old Mutual House in Lilongwe. The service charges

of utilities paid by MPICO Limited that are then recovered from the
tenants, charged based on office space occupied. These transactions are at arms-length.

During the year, the company entered into the following transactions with its subsidiary companies.

2016 2015 

Management fees charged to subsidiaries 179,124 319,890 

Interest charged to MPICO Malls Limited 230,449 247,380 

Investments in other subsidiaries 
MPICO Malls Limited 4,681,388 4,681,388
Frontline Investments Limited 1,870 1,870
Capital Investments Limited 1,401 1,401 

4,684,659 4,684,659 

Transaction with other related parties: 
Secured staff loans 39,497 45,475

Dividend receivable from subsidiaries
Frontline Investments Limited 10,425 - 
MPICO Malls Limited  Preference shares dividend 748,971 350,708 

759,396 350,708 

Compensation of key management personnel 

No loans were advanced to employees in key positions during the year
(2015 Nil). At 31 December 2016 the total loans balance outstanding from
employees in key positions was K33.1 million (2015: K48.5 million). These 
loans were granted on the same interest and repayment terms as loans to 
other staff members. Furthermore, emoluments paid to the employees in 
key positions during the year were as follows: 

Salary and pension 294,137 321,234

No loans and advances were granted to directors during the year.

NOTES TO THE SEPARATE FINANCIAL STATEMENTS
For the year ended 31 December 2016
In thousands of Malawi Kwacha
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NOTES TO  CONSOLIDATED FINANCIAL STATEMENTS 
For the year ended 31 December 2016

 

 

1. Reporting entity
MPICO Limited, the holding company of the Group, is domiciled in Malawi. The registered office is
at Old Mutual House, Robert Mugabe Crescent, P.O. Box 30459, Lilongwe. These consolidated
financial statements comprise MPICO Limited and its subsidiaries (together referred to as
Group). The Group is primarily in the business of development, rentals and management of
properties.

2. Basis of accounting
2.1 Statement of compliance

The consolidated financial statements have been prepared in accordance with International
Financial Reporting Standards issued by the International Accounting Standards Board
(IASB) and also in accordance with the requirements of the Companies Act, 2013 of
Malawi.

2.2 Basis of preparation 
The consolidated financial statements are prepared on the historical cost basis except for 
investment properties, which are included at fair value as explained in the accounting policy 
note 4.3 below. The principal accounting policies are set out in the following paragraphs. 

2.3 Functional and presentation currency 
The consolidated financial statements are presented in Malawi Kwacha which is the 
Company’s functional currency. All amounts have been rounded to the nearest thousand, 
unless otherwise indicated. 

2.4 Use of judgments and estimates 
In preparing these consolidated financial statements, management has made judgments, 
estimates and assumptions that affect the application of accounting policies and the 
reported amounts of assets, liabilities, income and expenses. Actual results may differ from 
the estimates. 

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to 
estimates are recognized prospectively. Information about significant areas of estimation 
uncertainty and critical judgments in applying accounting policies that have significant effect 
on amounts recognized in the consolidated financial statements is included in the following 
notes: 

• Note 4.3 : Investment properties and measurement of fair values. 
3. Adoption of new and revised International Financial Reporting Standards
3.1 Standards and Interpretations affecting amounts reported and/or disclosed in the

consolidated financial statements

The accounting policies are consistent with the prior year and the amendments to the
standard have not had any impact on the company financial statements.
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A number of new standards and amendments to standards are effective for annual periods 
beginning on or after 1 January 2017 and earlier application is permitted; however, the  
Group has not early applied the following new or amended standards in preparing

  

New or amended
standards 

Summary of requirements

IFRS 9 Financial 
Instruments 

IFRS 9, published in July 2015, replaces the existing 
guidance in IAS 39 Financial Instruments: Recognition 
and Measurement. IFRS 9 includes revised guidance 
on the classification and measurement of financial 
instruments, a new expected credit loss model for 
calculating impairment on financial assets, and new 
general hedge accounting requirements. It also 
carries forward the guidance on recognition and de-
recognition of financial instruments from IAS 39. 
IFRS 9 is effective for annual reporting periods 
beginning on or after 1 January 2018, with early 
adoption permitted. 

IFRS 15 Revenue 
from Contracts 
with Customers 

IFRS 15 establishes a comprehensive framework to 
determining whether, how much and when revenue 
is recognized. It replaces existing revenue 
recognition guidance, including IAS 18 Revenue, IAS 
11 Construction contracts and IFRIC 13 Customer 
Loyalty Programmes. 
IFRS 15 is effective for annual reporting periods
beginning on or after 1 January 2018 with early
adoption permitted.

IFRS 16 Leases IFRS 16 Leases- realizing its long outstanding goals 
of bringing leases on balance sheet for lessees all 
companies that lease major assets for use in 
business will see an increase in reported assets or 
liabilities. 
IFRS 16 is effective for annual reporting periods 
beginning on or after 1 January 2019 with early 
adoption permitted if IFRS 15, Revenue from 
Contracts with Customers is also adopted. 

 Possible impact on the 
financial statements 

The actual impact of the 
standard on the Group 
consolidated financial 
statements in 2018 is not 
known and cannot reliably 
be estimated as it will be 
dependent on the financial 
instruments that the Group 
holds and economic 
conditions at that time as 
well as accounting 
estimates and judgment 
that will be made in the 
future. 

The  has started 
assessing the potential 
impact of the standard. 

IAS 12 Income 
tax (Amended) 
Recognition of 
deferred tax 
assets for unrealised
losses 

IAS 12 income tax (amended) clarify the accounting 
for deferred tax assets for unrealized losses on debt 
instruments at fair value. 

IAS 12 income tax (amended) is effective for annual 
reporting period beginning on or after 1 January 
2017 with early adoption permitted. 

The has started 
assessing the potential 
impact on the 
consolidated financial 
statements.

NOTES  TO THE CONSOLIDATED FINANCIAL STATEMENT
For the year ended 31 December 2016

3.2 Standards and Interpretations in issue, not yet effective 

The has started 
assessing the potential 

the 
financial 

impact on 
consolidated 
statements.
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NOTES TO  CONSOLIDATED FINANCIAL STATEMENTS 
For the year ended 31 December 2016

 

4 . Significant accounting policies

4.1 Basis of consolidation
The consolidated financial statements comprise MPICO Limited, MPICO Malls Limited, Capital 
Developments Limited, New Capital Properties Limited, Capital Investments Limited and 
Frontline Investments Limited. 

Set out below is a list of all subsidiaries of the Group: 

• Capital Developments Limited which provides property management and rental to
Government and individual clients. The Company has 100 % controlling interest.

• New Capital Properties Limited which provides property management and rental to
Government and individual clients. The Company has 100 % controlling interest.

• Capital Investments Limited which provides property management and rental to
Government and individual clients. The Company has 50.75% controlling interest.

• Frontline Investments Limited which provides property management and rental to
Government and individual clients. The Company has 69.5% controlling interest.

• MPICO Malls Limited which provides property management and rental to individual clients.
The Company has 65.8% controlling interest.

Subsidiaries 
Subsidiaries  are investees controlled by the Group. The Group ¶controls’ an investee if it is 
exposed to, 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. The financial statements of 
subsidiaries are included in the consolidated financial statements from the date on which 
control commences until the date when control ceases. 

Loss of control 
When the Group loses control over a subsidiary, it derecognises the assets and liabilities of the 
subsidiary, and any related NCI and other components of equity. Any resulting gain or loss is 
recognised in profit or loss. Any interest retained in the former subsidiary is measured at fair 
value when control is lost. 

Transactions eliminated on consolidation 
Inter-company balances and transactions and any unrealised income and expenses arising 
from inter- company transactions are eliminated in preparing the consolidated financial 
statements. Unrealized losses are eliminated in the same way as unrealized gains, but only to 
the extent that there is no evidence of impairment. 
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MPICO Group 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

For the year ended 31 December 2016 

4. Significant accounting poUcies (Continued)

4.5 Taxation (Continued) 

Current and deferred tax for the year 

Annual Report 2016 �
"-

Current and deferred tax are recognized as an expense or income in profit or loss, except when 
they relate to items that are recognized in other comprehensive income or directly in equity, in 
which case the tax is also recognized in other comprehensive income or directly in equity 
respectively. 

4.6 Foreign currencies 
(a) Functional and presentation currency

Items included in the consolidated financial statements of each of the Group's companies
are measured using Malawi Kwacha, the functional currency of the primary economic
environment in which the entire Group operates. The consolidated financial statements
are presented in Malawi Kwacha.

(b) Transactions and balances

Transactions in currencies other than Malawi Kwacha are recognized at the rates of

exchange prevailing at the dates of the transactions. At the end of each reporting period,

monetary items denominated in foreign currencies are retranslated at the rates prevailing

at that date. Non-monetary items carried at fair value that are denominated in foreign

currencies are retranslated at the rates prevailing at the date when the fair value was

determined. Non-monetary items that are measured in terms of historical cost in a foreign

currency are not retranslated.

Exchange differences are recognized in profit or loss in the period in which they arise

except for exchange differences on foreign currency borrowings relating to assets under

construction for future productive use, which are included in the cost of those assets

when they are regarded as an adjustment to interest costs on those foreign currency

borrowings.

4. 7 Defined contribution plan 

MPICO Limited contributes to a defined contribution pension scheme administered by Old Mutual 
Malawi who are also a shareholder of the company. All payments made to the scheme are 
charged as an expense as they fall due. 

4.8 Borrowing costs 

Borrowing costs directly attributable to the acquisition, construction or production of qualifying 

assets, which are assets that necessarily take a substantial period of time to get ready for their 

intended use or sale, are added to the cost of those assets, until such time as the assets are 

substantially ready for their intended use or sale. 

Investment income earned on the temporary investment ot specific borrowings pending their 
expenditure on qualifying assets is deducted from the borrowing costs eligible for capitalization. 

All other borrowing costs are recognized in profit or loss in the period in which they are incurred. 
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4 .9  Revenue recognition
Revenue is measured at the fair value of the consideration received or receivable. Revenue is
reduced for estimated rebates and other similar allowances.

Rental income from investment properties is recognized on a straight-line basis over the term of the
relevant lease. Such rental income recognition commences when an occupancy agreement with a
tenant is formalized.

4 .1 0  Dividends from investments 
Dividend from investments is recognized when the shareholders’ right to receive payment has 
been established. Interest revenue is accrued on a time basis, by reference to the principal 
outstanding and at the effective interest rate applicable, which is the rate that exactly discounts 
estimated future cash receipts through the expected life of the financial asset to that asset’s net 
carrying amount. 

4 .1 1  Impairment 
i ) Financial assets

A financial asset is assessed at each reporting date to determine whether there is any objective
evidence that it is impaired. A financial asset is considered to be impaired if objective evidence
indicates that one or more events have had a negative effect on the estimated future cash flows of
that asset.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the
difference between its carrying amount, and the present value of the estimated future cash flows
discounted at the original effective interest rate.

Individually significant financial assets are tested for impairment on an individual basis. The
remaining financial assets are assessed collectively in groups that share similar credit risk
characteristics.

All impairment losses are recognised in profit or loss.

An impairment loss is reversed if the reversal can be related objectively to an event occurring after
the impairment loss was recognised. For financial assets measured at amortized cost the reversal
is recognised in profit or loss.

i i ) Non-financial assets
The carrying amounts of the Group’s non-financial assets, other than deferred tax assets, are
reviewed at each reporting date to determine whether there is any indication of impairment. If any
such indication exists, then the asset’s recoverable amount is estimated. For goodwill and intangible
assets that have indefinite lives or that are not yet available for use, the recoverable amount is
estimated each year at the same time.
The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its
fair value less costs to sell. 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. For the purpose of impairment testing,
assets are grouped together into the smallest group of assets that generates cash inflows from
continuing use that are largely independent of the cash inflows of other assets or groups of assets  

An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit
exceeds its estimated recoverable amount. Impairment losses are recognised in profit or loss.
Impairment losses recognised in respect of cash-generating units are allocated first to reduce the
carrying amount of any goodwill allocated to the units and then to reduce the carrying amounts of
the other assets in the unit (Group of units) on a pro rata basis.

NOTES TO  CONSOLIDATED FINANCIAL STATEMENTS 
For the year ended 31 December 2016
4. Significant accounting policies 	$oOUJOuFE
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(
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NOTES TO  CONSOLIDATED FINANCIAL STATEMENTS 
For the year ended 31 December 2016

4. Significant accounting policies 	$oOUJOuFE


4. 1 1  Impairment (Continued) 

Impairment losses recognised in prior periods are assessed at each reporting date for any 
indications that the loss has decreased or no longer exists. An impairment loss is reversed if there 
has been a change in the estimates used to determine the recoverable amount. An impairment loss 
is reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount 
that would have been determined, net of depreciation or amortisation, if no impairment loss had 
been recognised. 

An impairment loss is recognised in profit or loss unless it concerns property carried at revalued 
amount in which case it is treated as a revaluation decrease. If the impairment loss exceeds the 
revaluation reserve in respect of the impaired asset, the excess is recognised in profit or loss. A 
reversal of an impairment loss is recognised in profit or loss, unless it relates to property carried at 
revalued amounts, in which case the excess of the reversal over the amount recognised in profit or 
loss is treated as a revaluation increase. 

4 .1 2  Financial liabilities and equity instruments 
Classification as debt or equity 
Debt and equity instruments are classified as either financial liabilities or as equity in accordance 
with the substance of the contractual arrangement.
 
Equity instruments 
An equity instrument is any contract that evidences a residual interest in the assets of an entity 
after deducting all of its liabilities. Equity instruments are recorded at the proceeds received, net of 
direct issue costs.
 
Dividends on ordinary shares 
Dividends on ordinary shares are recognised in equity in the period in which they are approved by the 
company.
 
Other financial liabilities 
Other financial liabilities, including redeemable preference shares, dividend payable borrowings, 
are initially measured at fair value, net of transaction costs. Other financial liabilities are 
subsequently measured at amortised cost using the effective interest method, with interest expense 
recognised on an effective yield basis.
 
The effective interest method is a method of calculating the amortised cost of a financial liability and of 
allocating interest expense over the relevant period. The effective interest rate is the rate that 
exactly discounts estimated future cash payments through the expected life of the financial liability, or, 
where appropriate, a shorter period. 

The company’s redeemable preference shares are classified as financial liabilities because they 
bear non – discretionary dividend and are redeemable in cash or converted to shares at the options of 
the holder on maturity therefore give rise to a contractual obligation on the company. 

De-recognition of financial liabilities 
The Group derecognizes financial liabilities when, and only when, the Group’s obligations are 
discharged, cancelled or they expire.
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䈀氀愀渀琀礀爀攀
䰀椀氀漀渀最眀攀
伀琀栀攀爀 洀愀爀欀攀琀猀
吀漀琀愀氀

䘀漀爀 琀栀攀 礀攀愀爀 攀渀搀攀搀 ㌀ 䐀攀挀攀洀戀攀爀 ㈀　㘀
䤀渀 琀栀漀甀猀愀渀搀猀 漀昀 䴀愀氀愀眀椀 䬀眀愀挀栀愀

一伀吀䔀匀 吀伀 吀䠀䔀 䌀伀一匀伀䰀䤀䐀䄀吀䔀䐀 䘀䤀一䄀一䌀䤀䄀䰀 匀吀䄀吀䔀䴀䔀一吀匀
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For the year ended 31 December 2016 
In thousands of Malawi Kwacha 

10. Related parties (Continued)

Rental income and service charges for the year relates to the rentals charged by MPICO Limited 
for the office space that Old Mutual occupies in Old Mutual House in Lilongwe. The service charges 
relate to Old Mutual's share of utilities paid by MPICO Limited that are then recovered from the 
tenants, charged based on office space occupied. These transactions are at arms-length.

39,497 

4,575 

45,475 

294,137 321.234 

11 . 

Secured staff loans 

Dividend payable to non-controlling interest 

Compensation of key management personnel 

No loans were advanced to employees in key positions during the year 
(2015 Nil). At 31 December 2016 the total loans balance outstanding from 
employees in key positions was K33.1 million (2015: K45.4 million). 
Furthermore, emoluments paid to the employees in key positions during 
the year were as follows: 

Salary and pension 

No loans and advances were granted to directors during the year. 

Borrowings 

Old Mutual ( Malawi )Limited ( refer to Note 18) 

Deferred tax 
See accounting policy Note 4.5 
Deferred tax 

Asset 
2Q16 2015 

Liabilities 
2Q16 2015 

(573,362) 1,166,590 (6,791,697) (5,649,453) 

2,849,156 (63,879) 302,161 
(SS.520) 574,l4Q 51,232 

assets/(liabilities) 

Revaluation on 
surpluses on 
investment properties 
Tax losses 
Excess capital 
al lowances 
Total 

2,217,27.A. 1,:166,590 (5,296,060} 

6,443,684 5.960.024 

Net 
2.0.1.e 2015 

(7,365,060) (4,482,863) 

2,785,277 302,161 
5l5.62Q 51,232 

(4,064,163) (�,:129,4Z0l 
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