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MPICO Group Anpusl Repor 2016 ﬁ‘ .

CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 December 2016
In thousands of Malawi Kwacha

Cash flows from operating activities ,
Met cash [ used in )/ generated from operatons

1819074
Ratumns on imestments and servicing of finance
Interast recaived ' 399,334
Interest pald (2.513.082)
Mat cash used in operating activities and servicing of finance (2.113,748)
Taxation paid [Fra242)
Met cash used in operating activities . (2.892.900)
Cash flows 1o investing activifies
Additions to plant and squipmant and additions to investmant propaertias (657, 792)
Additions to capital work in progress (958,197)
Proceeds on disposal of plant and equipment 401,486
Staff long-term loans granted — 048
Met cash used in investment activities (1.211.455}
Cash flows from financing acthities .
Increase in borrowings 2,138,620
Exchanges loss related to borrowings ag8.972
Repayment of borrowings (443 880)
Inerease in capital -
Dividends paid to shareholders (315,799
Met cash generated from financing activities 1707813
Met increase / (decrease) in cash and cash equivalents (577.558)
Cash and cash equivalanis at the beginning of the year __ 216538
Cash and cash equivalents
at the end of the year A 361.020]
ADDITIOMAL STATUTORY DISCLOSURE
Increase / (decrease) in working capital (2,181,586)

The notes on page 16 to 47 are an integral part of the consolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2016

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

832

Standards and Interpretations in issue, not yet effective

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
these consolidated financial sttements:

New or amended
standards

IFRS 9 Financial
Instruments

IFRS 15 Revenue
from Contracts
with Customers

IFRS 16 Leases

IAS 12 Income
tax (Amended)
Recognition
deferred tax

assets for unrealised
losses

of

Summary of requirements

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 |AS 39.
IFRS 9 is effective for annual reporting periods
beginning on or after 1 January 2018, with early
adoption permitted.

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 reportina periods
beginning on or after 1 January 2018 with early
adoption permitted.

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.

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.

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 Group has started
assessing the potential
impact of the standard.

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

The Group has started

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

4.1

Significant accounting policies

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.

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

4.

4.2

4.3

Significant accounting policies (Continued)

Plant and equipmant
Planmt and equipment are measured at cosl, less related accumulated depreciation and
impairment losses.

Plant and equipment are depreciated on the straight line basis at rates that will reduce carrying
ﬁluu amounts to estimated residual values over the anticipated useful lives of the assets as
OW5:-

Fumiture and equipment Syears
Generators 10 years
Fixtures and fittings Syears
Motor vehicles 4 years

The assets' depreciation method, residual values and useful lives are reviewed, and adjusted if

appropriate, at every year-end. An item of plant and equipment is derecognized upon disposal
or when no future economic benefits are expected to arse from the continued use of the asset.

Any gain or loss on disposal of an item of plant and equipment in profit and loss.

Subsequent expenditure
Subsequent expenditure is capitalized only if it Is probable that the future economic benefits
associated with the expenditure will flow to the Group.

Investment properties

Investment property, which is property held to eamn rentals and/or for capital appreciation
(including property under construction for such purposes where applicable), is measured initially
at its cost, including transaction costs. Subsequent to initial recognition, investment property is
measured at fair value. Gains or losses arising from changes in the fair value of investment
property are included in profit or loss for the year in which they arise.

The increasa in the fair value of investment properties, net of the related deferred tax, is
appropriated to a non-distributable reserve in compliance with profit distribution restrictions
included in the Companies Act, 2013. In the event of disposal of the property held at fair value,
the related portion of the reserve is transferred to the distributable reserve. The consolidated
statement of profit or loss and othar comprehensive income will then report a profit or loss on
disposal based on the difference between proceeds and the carrying value. A property is
deemed to have been sold when formal Government consent 1o the sale is received and that
investment property is derecognized upon disposal or when the investment property is
permanently withdrawn from use and no future economic benefits are expected from the
disposal.

FProperty under construction (Capital Work in Progress)

Property under construction is measured at costs in accordance with |1AS 16 Property Plant and
Equipment, until either its fair value becomes reliably measurable or construction is complete,
whichever is earlier. When the Group is able to measure its property at fair value refiably and
for construction is complete any differance batween the fair value at that date and its previous

carrying amount is recognized in profit or loss.

Arereisal Haport S1E
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2016

4,

4.5

4.6

4.7

4.8

Significant acceunting policies (Continucd)
Taxation (Continued)

Current and deferred tax for the year

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.

Foreign currencies
(@) Functional and presentation currency

ltems 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 notretranslated.

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.

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.

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 specitic 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.

A



MPICO Group Annual Report 2016 /‘

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2016

4. Significant accounting policies (Continued)
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.

410 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.

411 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) 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
(the “cash-generating unit”).

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.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2016

411

4.12

Significant accounting policies (Continued)

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.

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.

/N
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2016

4,

Significant accounting policies (Continued)

4.13 Financial instruments ( continued)

6.2

Immediately before classification as held for sale, the measurement of the assets is brought up-to-
date in accordance with applicable IFRSs. Then, on initial classification as held for sale, non-
current assets are recognised at the lower of carrying amount and fair value less costs to sell.

Impairment losses on initial classification as held for sale are included in profit or loss, even when
there is a revaluation. The same applies to gains and losses on subsequent re-measurement.

Investments in equity securilies and certain debt securities are classified as available-for-sale
financial assets. Subsequent to initial recognition, they are measured at fair value and material
changes therein, other than impairment losses and foreign currency differences on available for
sale equity instruments, are recognized in other comprehensive income and presented within
equity in the fair value reserve.

Critical accounting judgments and key sources of estimation

The preparation of consolidated financial statements, in conformity with IFRS, requires the use of
certain critical accounting estimates. It also requires management to exercise its judgment in the
process of applying the principal accounting policies of the Group. Estimates and judgments are
evaluated and based on historical experience and other factors, including expectations of future
events that are believed to be reasonable under the circumstances.

Key sources of estimation uncertainty

Valuation of investment properties

Investment properties are camed at fair value in accordance with 1AS 40 /nvesiment Property. Fair
values have been determined through valuations carried out by T. G. Msonda and Associates,
gualified and registerad valuers.

Allowance for doubtful receivables

Allowance for doubtful receivables is based upon a policy which takes into account past transaction
history with deblors and projected collections. Actual collection experience may differ from the
current projactions.

Operating segments

Operating segments

Operating segments have been identified on the basis of internal reports about componants of the
Group that are regularly reviewed by the board of directors in order to allocate resources to the
segments and 1o assess their parformance.

Products and services from which reportable segments derive their revenuas

The Group has one principal line of business — rental and management of investment property.
Information reported to and used by the Managing Director for decision making for the purposes of
rasource allocation and assessment of segment performance is more specifically focused on each
of the Group's current 28 (2015 28) investment properies. Though one of the properties
contributed K512 million {2015: K388 million) representing 14% (2015: 13%) of the total rental
revenue in the current year and its value at K3,872 million (2015: K2,923 million}, no single
investment property contributes close to 75% of the total revenue from external customers.

Annissl Raport 2016
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6.3 Segmental information
The Group's investment property is situated principally in the two major cities in Malawi,

Tha lulhwin% analysis shows the rental incoma, invesiment proparty values and proparty fair valua
movements by gecgraphical mark.

6.4 Information about major customers

Included in total rentals income are rentals amounting to K2,148 billion (2015: K2,038 billion) in
respect of properties rented by the Government of Malawi, At rental value of 57% (2015: 70%),
the Government is the single largest tenant with the other rental revenues being evenly spread

over severaltenants.
Rental income Property values Fair value increase
2015 2015 2016 2015
205,256 1,791,975 | 385,083 124,868
2,643,254 35,196,775 2,387,415
74,141 640,078 61,700
2,922 651 37,628,828 2,573,983
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MPIC D Group

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2016
In thousands of Malawi Kwacha

7. Investment properties
See accounting policy Note 4.3

Valuation

Freehold

Leasehold

Total investment properties

Movements in the valuation of investment properties are set out below.

VALUATION

Freehold

At the beginning of the year
itions

Fair value adjustment

At the end of the year
Leasehold

At the beginning of the year
Additions

Fair value adjustment
Transfer from capital work in progress

At the end of the Year
Total valuation

Add

Annal Regeart M E

15,748,341
21,880,487

. 37628828

14,126,001
1,718
1,620,622

15,748,341

3,288,737
876
853,361
17,637,513

- 21,880,487
N 3F

828

The registers of land and buildings are maintained by the Group and are open forinspection at

the registered offices of the company as required by the Companies Act, 2013 of Malawi.

Investment properties were revalued to fair value as at 31 December 2016 on the basis set oul
in note 43 to lhe consolidaled financial statemenls. The valuations were carried out by
independent registered valuer, Mr. T.G. Msonda BSc (L Admin), MRICS, MSIM, Charterad
Valuation Surveyor of T.G. Msonda & Associates, in accordance with the Appraisal
and Valuation Standards laid down by the Royal Insftution of Chartered Surveyors and
the International Valuation Standards and the resultant fair value increase was taken fo
profit or loss in line with the IAS 40 Investments Property requirements.

Changes in fair values are recognised as gains in profit or loss and included in revenue. All gains
are unrealized.

The fair value measurement for all of the investment properties has been calegorised as level 3
fair value based in the input valuation technique use.

The

following assumptions were used by the valuer:

The valuation were made on the basis of the open marke! value. The methods used are the

revaluation income and comparalive method to determine the open market value.

The open market value are the estimated amounts for which a property should be exchanged
on the date of valuation between a willing buyer and a willing seller dealing at arm’s length.

Yields range of 8% to 9.5%.
Location of the prime offices land and land values.
Current economic climate in the properties markel.

Fa
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NOTES TO THE CONSOLIDATED FINANCIAL

STATEMENTS
For the year ended 31 December 2016
In thousands of Malawi Kwacha

8. Plant and equipment (Continued)

Fixtures Fumiture

& Motor &
Generators  vehicles  equipment Total

ACCUMULATED DEPRECIATION

At 1 January 2016 B4 883 45,826 16,207 133,815 280,741
Charge for the year 4,554 6,577 10,836 48,545 70,512
Reclassification (11,468) 7a) - 11,648 -
Disposal M * s sl _{137) (137)
At 31 December 2016 17979 52,225 27,043 193,869 351,116
At 1 JBI’II.WT 2015 To.014 Jamn2 12,574 11¢,2Dﬁ 240,506
Charge for the year a.879 ¢ 7.483 24,356 48,832
At 31 December 2015 84,893 16.207 133815 280,741

7.114

45826

CARRYING AMOUNT

Carrying amount at 31 December 2016 14,440 33,869 22,757 650,534 121.600
32300

Carrying amount at 31 December 2015 d6.124 33503 2 G32819 2 744036

A register of the fixed assets register as required by Section 16 of the Malawi Companies Act, 2013
is maintained by the Group's registered office and is available for inspaction.

9.  Capital work in progress

Sea accounting policy Note 4.3 2016 2015
Opening balance - 16,679,316
Additions - 258,197
Transfer to invastment properias (Note 7) -

Closing balance = -

10. Related parties
The ultimate holding company is Old Mutual Malawi Limited. MPICO
Limited has the following subsidiaries: MPICO Malls Limited, Frontline
Investments Limited, New Capital Properties Limited, Capital
Developments Limited and Capital Investments Limited.

MPICO Group had the following transactions and balances with Old
Mutual, the parent company:

Pension contribution costs for the year 58,565 51,388
Contributions towards Group life cover 18,422 269
Rental income and service charges for the year 53,520 _33,450

Old Mutual Group internal auditors’ remuneration (excluding expenses) 1.296 16,684
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11.

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.

Secured staff loans 39,497 45,475

Dividend payable to non-controlling interest 4,575 -

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 294,137 321,234

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

Borrowings

Old Mutual ( Malawi )Limited ( refer to Note 18) 6,443,684 5,960,024

Deferred tax
See accounting policy Note 4.5
Deferred tax

assets/(liabilities) Asset Liabilities Net

2016 2015 2016 2015 2016 2015
Revaluation on
surpluses on (573,362) 1,166,530 (6,791,697) (5,649,453) (7,365,060) (4,482,863)
investment properties
Tax losses 2,849,156 - (63,879) 302,161 2,785,277 302,161
Excess capital (D880} - BEOANSE 51232 SSSI06e0 _ 51.232
allowances
Total

2,217,274 1,166,590 (6.281.436) (5.296.060) (4,064,163) (4.129.470)

Py
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12.

Deferred tax assets [ (liabilities) (Continued)
Deferred tax assets [ (liabilities ) movement in the year

Balance
Year ended Balance as Recognized in at
31 December 2016 at 1 January Profit or loss 31 December
Revaluation of investment properties (4,482,863)  (2,882,197) (7,365,080
Tax losses lﬂﬂ 161 2,483,116 2,785,277
Excess capital allowances . 1& _% 515,620
Total 1*,12%‘“! €5, _(4,064,163)
Year ended 31 December 2015 ;
Revaluation of Investments properties H mm | (4,482,863
Tax losses a7 302,161

Excess capital allowances {4:1 ‘ :ﬁ; 51,232
41284

Trade and other receivables 2015
See accounting policy Note 4.13

Rental and service charges ﬂ,!ﬂ.ﬁﬂ 2,061,366
Prepaid property expenses 1.2114.51‘1'! 35,825
Valuation and consultancy receivables 28,822
Accrued interast on rentals E,ﬂ!.ﬂl‘l-' 69,418
Staff receivables 38,404 30,238
Other receivables (VAT) 214,982 44,120
Allowance for doubtful receivables (45,248) (37,828)
Tolal receivables _ 1734461 _2.231962
Movement in allowance for doubiful receivables 4 et b

Balance at beginning of the year ’!_T;.Eﬂ : 13,082
Amounts written-off during the year : (2.248)
Amounts recovered during the year M,DHI (4,878)
Increase in allowance recognized in the profit or loss % ; 31 362
Balance at end of the year

In determining the recoverabiity of rentals recelvable, the Group considers any change in the credit guality
of the recelvable from the date credit was initially granted up to the reporting dale. Except for the
Govarnment which accounts for approximately 579 (2015: 70%¢) of total rental income, the concentration of
cradit risk is limited dus io the cusicmer basa being large and unrelaled. Accondingly, the directors belleve
that there is no further impairmant allowanca required in excess of the allowance already made for doubtful
recaivables,

Interest is charged on receivables in respect of outstanding rantals at 4% above the prevailing commercial
bank lending rate. As at year end the amount outstanding from Govemnment was K5,916 million (2015
K2,090 million). The total interest charged on overdue Government rentals and other tenants amounted to
K2,494 milllon (2015: K372 million).

The Group has impaired all receivebles over 50 days, except for Government rental receivables This is
because historical axperience shows that receivables that are past due beyond 90 days are generally not
recoverable. Howaver, recelvables due from Govermnment are generally recoverable despite significant
delays in setflement of amounts dus and these are coverad by interest on outstanding balance lo counter
loss ofvalue.
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13. Interest income
See accounting policy Nofe 4.10
Interast on rental arrears
Interest from bank deposits

14. Cash and cash equivalents as stated
in the statement of financial position

See accounting policy Nofe4.13

Funds at call and on deposit
Bank balances and cash

Bank overdraft
Cash and cash equivalents as presented in statements of cash flows

The Group has an overdraft facility of K300 million (2015: K300 milion) with
FDH Bank Limited and K300 milion with Mational Bank of Malawi. The FDH
facility is secured on Development House at the rate of 2% above the FDH
Bank base lending rate as per nole 7.1. The facility was due for renewal on
31 December 2016 and has bean renewed subsequent to year end. The
MNational Bank of Malawi facility is secured as per note 7.2 at the rate of
1.5% below National Bank of Malawi base lending rate.

The deposits accounts are maintained with National Bank of Malawi Limited
and attract interest at an average 9% (2015; 18%) per annum.

15.  Share capital
See accounting policy Note 4.12
Authorised:
3,000,000,000 Ordinary shares of 5t each
(2015: 1,200,000,000 Ordinary Shares of 5t each)

lssued and fully paid:
2,298,047 480 Ordinary shares of 5t each
(2015: 1,148,023,730 Ordinary Shares of 5t each)

In issue at 1 January
Ordinary sharas issue during the year

Total issued and fully paid share capital

Annisl Raport 2016

726,625
127,697
854,322

150,000

57,451
57,451

e

(160,668)
693,654

=
Cn

N, nr7

27617
389,334

1.842
298261
260,103
—(621,123)

—60.000

57 451

57 451

During the year the company made a rights offer on the basis of one (1) rights offer shares of every ane (1)

MPICO share held by shareholdars.

P s






