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INDEPENDENT AUDITOR'S REPORT

to the shareholders of

AM HENDERSON & SONS LIMITED

Report on the audit of the financial statements

Our opinion

In our opinion, the financial statements give a true and fair view of the financial position of AM Henderson & Sons
Limited (the "Company") as at 31 December 2016, and of its financial performance and its cash flows for the fifteen
month period then ended in accordance with International Financial Reporting Standards and in the manner
required by the Malawi Companies Act (Chapter 46:03).

What we have audited
AM Henderson and Sons Limited's financial statements set out on pages 3 to 20 comprise:

« the statement of financial position as at 31 December 2016;

» the statement of comprehensive income for the fifteen month period then ended;

» the statement of changes in equity for the fifteen month period then ended;

« the statement of cash flows for the fifteen month period then ended; and

» the notes to the financial statements, which include a summary of significant accounting policies.

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 financial statements section
of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Independence

We are independent of the Company in accordance with the International Ethics Standards Board for Accountants’
Code of Ethics for Professional Accountants (IESBA Code) and other independence requirements applicable to
performing audits of financial statements in Malawi. We have fulfilled our ethical responsibilities in accordance with
the IESBA Code.

Responsibilities of the directors for the financial statements

The directors are responsible for the preparation of financial statements that give a true and fair view of the financial
position of AM Henderson & Sons Limited as at 31 December 2016, and of its financial performance and its cash
flows the fifteen month period then ended in accordance with International Financial Reporting Standards and in the
manner required by the Malawi Companies Act (Chapter 46:03), and for such internal control as the directors
determine is necessary to enable the preparation of financial statements that are free from material misstatements,
whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the Company's ability to continue as
a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless the directors either intend to liquidate the Company or to cease operations , or have no realistic
alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the 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
ISAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.
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As part of an audit in accordance with ISAs, we exercise professional judgement and maintain professional scepticism
throughout the audit. We also:

» Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud
is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

+Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control.

«Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by the directors.

Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Company’s ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the related disclosures in the financial statements
or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditor’s report. However, future events or conditions may cause the Company to
cease to continue as a going concern.

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

We communicate with the directors regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

Chartered Accountants (Malawi)
Blantyre

Ranwell Mbene

Date:..ﬁ.




AM HENDERSON & SONS LIMITED

STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2016 31 December 30 September
2016 2015
Note K’000 K’000
ASSETS
Non-current assets
Property and equipment 6 1362 458 9294
Biological assets 7 146 237 -
1508 695 9294
Current assets
Other receivables 8 14175 14 175
Amounts due from related parties 9 1500 -
Cash and cash equivalents 10 - -
15 675 14 175
Total assets 1524 370 23 469
EQUITY AND LIABILITIES
EQUITY
Share capital 11 214 214
Revaluation reserve 1353473 -
Bearer Asset reserve 102 366 -
Accumulated profits 22 946 23 255
Total equity 1478 999 23 469
LIABILITIES
Non-current liabilities
Deferred income taxation liability 12 43 871
Current liabilities
Other payables 13 1500 -
Total liabilities 45 371 -
Total equity and liabilities 1524 370 23 469
These financial statements were authorised for issue by the Board on ﬁMCb_lj D.O (? .. and are signed on its

behalf by:




AM HENDERSON & SONS LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE FIFTEEN MONTH PERIOD TO 31 DECEMBER 2016

Revenue

Administrative expenses
Gain arising from changes in fair values of biological

Profit/(loss) before income tax
Income tax expense
Profit/(loss) for the year

Other comprehensive income

ltems that will not be reclassified to profit or loss
Gain on revaluation of property and equipment

Items that may be subsequently reclassified to profit or loss

Other comprehensive income for the year, net of income tax

Total comprehensive income/(loss) for the year

Note

14

16

15 month 12 months
period ended ended
31 December 30 September

2016 2015

K000 K’000

1 500 -

( 1809) ( 309)

146 237 -

145 928 ( 309)

( 43 871) { 1335)

102 057 ( 1644)

1353473

1353473 -

1455 530 ( 1644)




AM HENDERSON & SONS LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE FIFTEEN MONTH PERIOD TO 31 DECEMBER 2016

Bearer
Share Revaluation assets Accumulated
capital reserve reserve profits Total
K'000 K’000 K*000 K’000 K’000

Period ended 30 September 2015
1 October 2014 214 - 24 899 25113
Total comprehensive loss for the year - - - ( 1644) ( 1644)
Loss for the year - - - ( 1644) ( 1644)
Revaluation gain - - - - -
Transfer to deferred income tax - - - - -
Other comprehensive income for the year - - - - -
At 31 September 2015 214 B - 23 255 23 469
Period ended 31 December 2016
At 1 October 2015 214 - - 23 255 23 469
Total comprehensive income for the
period - 1353 473 102 366 ( 309) 1455 530
Profit for the the fifteen month period - - - 102 057 102 057
Revaluation gain 1353 473 - 1353473
Transfer of fair value gains 146 237 ( 146 237)
Transfer to deferred tax ( 43871) 43 871 -
Other comprehensive income for the year - - - - -
At 31 December 2016 214 1353 473 102 366 22 946 1478 999




AM HENDERSON & SONS LIMITED

STATEMENT OF CASH FLOW
FOR THE FIFTEEN MONTH PERIOD TO 31 DECEMBER 2016

CASH FLOWS FROM OPERATING ACTIVITIES
Loss before income tax

Adjustments for:

- Fair value gains on biological assets

- Depreciation

Changes in working capital

Increase in amounts due from related parties
Increase in trade and other payables

Cash generated from operations
Income tax paid

Net cash generated from operating activities
Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

Movement in working capital as defined by legislation

Excess of current assets over current liabilities at the beginning of the year

Excess of current assets over current liabilities at end of the year

15 months 12 months
ended ended
31 December 30 September
2016 2015
Note K’000 K’000
145 928 ( 309)
7 ( 146 237) =
6 309 309
9 ( 1500) -
13 1500 -
10 =

29 696 { 14 175)

14 175 -

14 175 14 175




AM HENDERSON & SONS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FIFTEEN MONTH PERIOD TO 31 DECEMBER 2016 (CONTINUED)

1

21.2

21.3

GENERAL INFORMATION

AM Henderson & Sons Limited (the "Company") incorporated in Malawi, is an asset holding company. The company is
a 100% owned subsidiary of Makandi Tea and Coffee Estates Limited.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these financial statements are set out below. These
accounting policies have been consistently applied to all the years presented, unless otherwise stated.

Basis of preparation

Compliance with [FRS

The Company's financial statements have been prepared in accordance with International Financial Reporting
Standards ("IFRS"), the International Financial Reporting Interpretations Committee ("IFRS IC") applicable to
companies reporting under IFRS and the requrements of the Malawi Companies Act (Chapter 46:03). The financial
statements comply with IFRS as issued by the International Accounting Standards Board (IASB) and the requirements
of the Malawi Companies Act (Chapter 46:03).

Historical cost convention
The financial statements have been prepared on a historical cost basis as modified by the revaluation of property and

equipment and biological assets at fair value.

Critical accounting estimates and judgements

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting estimates
It also requires management to exercise its judgement in the process of applying the Company’s accounting policies.
The areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates are
significant to the financial statements are disclosed in note 4,

Changes in accounting policy and disclosures

a) New and amended standards and interpretations, effective for the first time for 31 December 2016 year
ends and relevant to the Company.

Number

Effective date

Executive summary

Amendments to IAS
1,'Presentation of
financial statements'
disclosure initiative

1 January
2016

In December 2014 the IASB issued amendments to clarify guidance in IAS 1
on materiality and aggregation, the presentation of subtotals, the structure of
financial statements and the disclosure of accounting policies.

Amendment to IAS 16,
'Property, plant and
equipment' and IAS
38,'Intangible assets',
on depreciation and
amortisation.

1 January
2016

in this amendment the IASB has clarified that the use of revenue based
methods to calculate the depreciation of an asset is not appropriate because
revenue generated by an activity that includes the use of an asset generally
reflects factors other than the consumption of the economic benefits
embodied in the asset. The IASB has aiso clarified that revenue is generally
presumed to be an inappropriate basis for measuring the consumption of the
economic benefits embodied in an intangible asset.

Amendments to [AS
16, 'Property, plant and

equipment' and IAS 41,

'Agriculture’ on bearer
plants

1 January
2016

In this amendment to IAS 16 the IASB has scoped in bearer plants, but not
the produce on bearer plants and explained that a bearer plant not yet in the
location and condition necessary to bear produce is treated as a
self-constructed asset. In this amendment to IAS 41, the IASB has adjusted
the definition of a bearer plant include examples of non-bearer plants and
remove current examples of bearer plants from IAS 41.

Amendments to
IAS 27, 'Separate
financial
statements' on
equity accounting

1 January
2016

In this amendment the IASB has restored the option to use the equity method
to account for investments in subsidiaries, joint ventures and associates in an
entity’s separate financial statements.




AM HENDERSON & SONS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FIFTEEN MONTH PERIOD TO 31 DECEMBER 2016 (CONTINUED)

2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

b) New and amended standards and interpretations, effective for the first time for 31 December 2016 year
ended and that are not currently relevant to the Company (although they may affect future accounting for

future transactions).

Number

Effective date

| Executive summary

Amendments to IFRS
10, 'Consolidated
financial statements’
and IAS
28,'Investments in
associates and joint
ventures' on applying
the consolidation
exemption

1 January
2016

The amendments clarify the application of the consolidation exception for
investment entities and their subsidiaries.

Amendment to IFRS 11,
'Joint arrangements' on
acquisition of an interest
in a joint operation.

1 January
2016

This amendment adds new guidance on how to account for the acquisition of
an interest in a joint operation that constitutes a business. The amendments
specify the appropriate accounting treatment for such treatment for such
acquisitions. acquisitions.

IFRS 14 —
Regulatory deferral
accounts

1 January
2016

The IASB has issued IFRS 14, ‘Regulatory deferral accounts’ specific to first
time adopters ('IFRS 14’), an interim standard on the accounting for certain
balances that arise from rate-regulated activities (‘regulatory deferral
accounts').

Rate regulation is a framework where the price that an entity charges to its
customers for goods and services is subject to oversight and/or approval by
an authorised body.

¢) New and amended standards and interpretation issued but not effective for 31 December 2016 year ends
that are relevant to the Company but have not been early adopted

Number Effective date |l Executive summary

IFRS 9 - Financial Annual This IFRS is part of the IASB's project to replace IAS 39. IFRS 9 addresses
Instruments (2009 periods classification and measurement of financial assets and replaces the multiple
&2010) - Financial beginning on classification and measurement models in IAS 39 with a single model that has
liabilities or after only two classification categories: amortised cost and fair value

- Derecognition of (published

financial July 2014) The IASB has updated IFRS 9, ‘Financial instruments’ ta include guidance on
instruments financial liabilities and derecognition of financial instruments. The accotinting
- Financial assets and presentation for financial liabilities and for derecognising financial
General hedge instruments has been re profit or loss.

accounting

Amendment to Annual The IASB has amended IFRS 9 fo align hedge accounting more closely with
IFRS 9 -'Financial periods an entity's risk management. The revised standard also establishes a more
instruments', - on beginning on principles-based approach to hedge accounting and addresses

general hedge or after inconsistencies and weaknesses in the current model in 1AS 39.

accounting

Early adoption of the above requirements has specific transitional rules that
need to be followed. Entities can elect to Early adoption of the above
requirements has specific transitional rules that need to be followed. Entities
can elect to apply IFRS 9 for any of the following:

- The own credit risk requirements for financial liabilities.

- Classification and measurement (C&M) requirements for financial assets.
- C&M requirements for financial assets and financial liabilities.

- The full current version of IFRS 9 (that is, C&M requirements for financial

assets and financial liabilities and hedge accounting).




AM HENDERSON & SONS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FIFTEEN MONTH PERIOD TO 31 DECEMBER 2016 (CONTINUED)

2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

¢) New and amended standards and interpretation issued but not effective for 31 December 2016 year ends
that are relevant to the Group but have not been early adopted

Number

Effective date

| Executive summary

Amendment to

customers.

IFRS 15 — Revenue
from contracts with

Annual
periods
beginning on
or after 1
January 2018
(published
April 2016)

The IASB has amended IFRS 15 to clarify the guidance, but there were no
major changes to the standard itself. The amendments comprise clarifications
of the guidance on identifying performance obligations, accounting for
licences of intellectual property and the principal versus agent assessment
(gross versus net revenue presentation). New and amended illustrative
examples have been added for each of these areas of guidance, The IASB
has also included additional practical expedients related to transition to the
new revenue standard.

IFRS 16 — Leases

Annual
periods
beginning on
or after 1
January 2019 —
earlier
application
permitted if
IFRS 15 is
also applied.
(published
January 2016)

This standard replaces the current guidance in IAS 17 and is a far reaching
change in accounting by lessees in particular. Under IAS 17, lessees were
required to make a distinction between a finance lease (on balance sheet)
and an operating lease (off balance sheet). IFRS 16 now requires lessees to
recognise a lease liability reflecting future lease payments and a ‘right-of-u
exemption can only be applied by lessees.

For lessors, the accounting stays almost the same. However, as the IASB has
updated the guidance on the definition of a lease (as well as the guidance on
the combination and separation of contracts), lessors will also be affected by
the new standard.

At the very least, the new accounting model for lessees is expected to impact
negotiations between lessors and lessees. Under IFRS 16, a contract is, or
contains, a lease if the contract conveys the right to control the use of an
identified asset for a period of time in exchange for consideration.

IFRS 16 supersedes IAS 17, 'Leases’, IFRIC 4, ‘Determining whether an
Arrangement contains a Lease’, SIC 15, ‘Operating Leases — incentives’ and
SIC 27, ‘Evaluating the Substance of Transactions Involving the Legal Form of
a Lease'.

7 — Cash flow
statements

initiative

Amendment to IAS

Statement of cash
flows on disclosure

Annual
periods
beginning on
or after 1
January 2017
(published
Feb 2016)

In January 2016, the International Accounting Standards Board (IASB) issued
an amendment to IAS 7 introducing an additional disclosure that will enable
users of financial statements to evaluate changes in liabilities arising from
financing activities.

The amendment responds to requests from investors for information that helps
them better understand changes in an entity's debt. The amendment will affect
every entity preparing IFRS financial statements. However, the information
required should be readily available, Preparers should consider how best to
present the additional information to explain the changes in liabilities arising
from financing activities.

Recognition of

for unrealised
losses.

Amendment to IAS
12 — Income taxes

deferred tax assets

Annual
periods
beginning on
or after 1
January 2017
(published
Feb 2016)

The amendment was issued to clarify the requirements for recognising
deferred tax assets on unrealised losses. The amendment clarifies the
accounting for deferred tax where an asset is measured at fair value and that
fair value is below the asset’s tax base. It also clarifies certain other aspects
of accounting for deferred tax assets.

The amendment clarifies the existing guidance under IAS 12, It does not
change the underlying principles for the recognition of deferred tax assets.

currency
transactions and
advance
consideration

IFRIC 22, ‘Foreign

Annual
periods
beginning on
or after 1
January 2018
(published
December
2016)

This IFRIC addresses foreign currency transactions or parts of transactions
where there is consideration that is denominated or priced in a foreign
currency. The interpretation provides guidance for when a single
payment/receipt is made as well as for situations where multiple
payment/receipts are made, The guidance aims to reduce diversity in
practice.




AM HENDERSON & SONS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FIFTEEN MONTH PERIOD TO 31 DECEMBER 2016 (CONTINUED)

2

10

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

d) New and amended standards and interpretations issue but not effective for 31 December 2015 year ended
and are not relevant to the Company

Number

Effective date

Executive summary

Amendments to IFRS 2 —
‘Share-based payments’
Clarifying how to account

Annual
periods
beginning on

This amendment clarifies the measurement basis for cash-settled,
share-based payments and the accounting for modifications that change an
award from cash-settled to equity-settled. It also introduces an exception to

for certain types of or after 1 the principles in IFRS 2 that will require an award to be treated as if it was
share-based payment January 2018 |wholly equity-settled, where an employer is obliged to withhold an amount for
transactions, (published the employee’s tax obligation associated with a share-based payment and
June 2016} pay that amount ta the tax autharity.
IFRS 4, ‘Insurance Annual These amendments introduce two approaches: an overlay approach and a
contracts’ periods deferral approach. The amended standard will:
beginning on
Regarding the or after 1 * Give all companies that issue insurance contracts the option to recognise in
implementation of January 2018  |cother comprehensive income, rather than profit or loss, the volatility that could
IFRS 9, ‘Financial (published arise when IFRS 9 is applied before the new insurance contracts standard is
instruments’ September issued; and
2016)
* Give companies whose activities are predominantly connected with
insurance an optional exemption from applying IFRS 9 until 2021. The entities
that defer the application of IFRS 9 will continue to apply the existing financial
instruments standard — 1AS 39.
Amendments to 1 January The postponement applies to changes introduced by the IASB in 2014
IFRS 10, 2016 through narrow-scope amendments to IFRS 10 ‘Consolidated Financial
'‘Consolidated Statements’ and IAS 28 ‘Investments in Associates and Joint Ventures'.
financial
statements’ and Those changes affect how an entity should determine any gain or loss it
IAS 28,'"Investments recognises when assets are sold or contributed between the entity and an
in associates and associate or joint venture in which it invests. The changes do not affect other
joint ventures' on aspects of how entities account for their investments in associates and joint
sale or ventures.
contribution of
assets The reason for making the decision to postpone the effective date is that the
IASB is planning a broader review that may result in the simplification of
accounting for such transactions and of other aspects of accounting for
associates and joint ventures.
IAS 40, ‘Investment Annual These amendments clarify that to transfer to, or from, investment properties
property’ Transfers periods there must be a change in use. To conclude if a property has changed use
of investment beginning on there should be an assessment of whether the property meets the definition.
property or after 1 This change must be supported by evidence,
January 2018
(published
December
2016)

(e) Improvements to IFRS

Annual improvements 2014 - 2016, issued December 2014

In September 2014, the IASB issued Annual improvements to IFRSs 2012 — 2014 Cycle, which contains five
amendments to four standards, excluding consequential amendments. The amendments are effective for the first time
for 31 December 2016 year-ends:

Annual improvements

Effective date Ammendments

Annual improvements 2014

«IFRS 5 'Non-current Assets Held for
Sale and Discontinued Operations’
*IFRS 7 — ‘Financial Instruments:
Disclosures’

*lAS 19 — 'Employee Benefits’

1 January 2016

*IAS 34 - ‘Interim Financial Reporting'




11

AM HENDERSON & SONS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FIFTEEN MONTH PERIOD TO 31 DECEMBER 2016 (CONTINUED)

2

2.2

2.3

2.4

25

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Annual improvements 2014 - 2016, issued December 2016

The IASB issued annual improvements to IFRSs 2014 - 2016 cycle, which contain three amendments to three
standards. The amendments are effective for annual periods beginning on or after 1 January 2017 and 2018.

Annual improvements Effective date IFRS
Annual improvements 1 January 2017 and 2018 |+ IFRS 1, ‘First time adoption’
2014 - 2016

Foreign currency translation

a) Functional and presentation currency

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

b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates
of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the
translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are
recognised in the income statement. Foreign exchange gains and losses that relate to borrowings and cash and cash
equivalents are presented in the income statement within finance income or costs. All other foreign exchange gains or
losses are presented in the income statement.

Property and equipment

Land and buildings comprise mainly warehouses, staff houses and offices. All property and equipment is stated at fair
vaiue based on valuations by external independent valuers less subsequent depreciation. Valuations are

performed with sufficient regularity to ensure that the fair value of a revalued asset does not differ from its carrying
amount.

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 Company 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 the income statement during the financial period in which they are incurred.

Depreciation on all property and equilpment is calculated using the straight line method to allocate their revalued
amounts to their residual values over their estimated useful lives, as follows:

Buildings 10 to 25 years
Plant & Machinery 3to 10 years
Motor vehicles 2 to 10 years
Furniture and equipment 3 to 10 years

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at each reporting date.

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.

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are included in the
income statement. When revalued assets are sold, the amount included in revaluation reserve is transferred to
retained earnings.

Impairment of non-financial assets

Assets that have an indefinite useful life are not subject to amortisation and are tested annually for impairment. Assets
that are subject to amortisation are reviewed for impairment whenever events or changes in circumstances indicate that
the carrying amount may not be recoverable. An impairment loss is recognised for the amount by which the asset's
carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an asset's fair value less
costs to sell and value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for
which there are separately identifiable cash flows ("cash-generating units"). Prior impairments of non-financial assets
(other than goodwill) that suffered an impairment are reviewed for possible reversal at each reporting date.

Biological assets
Biological assets comprise of timber. Timber is measured at its fair value less costs to sell . Costs to sell include the
incremental selling costs and dealers and established costs of transport to the market but excludes finance costs and

income taxes.
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AM HENDERSON & SONS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FIFTEEN MONTH PERIOD TO 31 DECEMBER 2016 (CONTINUED)

3

341

3.2

FINANCIAL RISK MANAGEMENT (continued)

Financial risk factors {continued)

Upto1

At 30 September 2015 month Total
K'000 K'000

Assets
Trade and other receivables (excluding prepayments) 14 175 14175
Total assets 14 175 14 175
Liabilities
Trade and other payables (excluding statutory liabilities)
Amounts due to related parties - -
Borrowings - -
Total liabilities - -
Liquidity gap 14 175 14 175
Cumulative liquidity gap 14175
At 31 December 2016
Assets
Trade and other receivables (excluding prepayments) 14 175 14175
Amounts due from related parties 1500 1500
Cash and cash equivalents - »
Total assets 15675 15675
Liabilities
Trade and other payables (excluding statutory liabilities) 1500 1500
Amounts due to related parties - -
Borrowings = -
Total liabilities 1500 1500
Liguidity gap 14 175 14175
Cumulative liquidity gap 14 175

The Company determines ideal weights for maturity time buckets which are used to benchmark the actual maturity
profile. Maturity mismatches across the time buckets are managed through borrowings.

Capital risk management

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a going
concern in order to provide returns for shareholders and benefits for other stakeholders and to maintain an optimal
capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Company may adjust the amount of dividends paid to
shareholders, return capital to shareholders, issue new shares or sell assets to reduce debt.

Consistent with others in the industry, the Company monitors capital on the basis of the gearing ratio. This ratio is
calculated as net debt divided by total capital. Net debt is calculated as total borrowings (including ‘current and
non-current borrowings' as shown in the statement of financial position) less cash and cash equivalents. Total capital is
calculated as ‘equity’ as shown in the statement of financial position plus net debt.



