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Business Review

Group Performance
We are pleased to report profits before tax and farr value adjustments of £6 09 ruilion {2011 £4 96 milkon) and eamings per share
of £34 28 (2011 £17 09)

We are recommending the payment of a divdend of £3 00 per share payable in June 2013

As m previous years, we have presented the adjustments to biclogical assets and other fair value adjustments in a separate column
in the income statement In 2012 these adjustments were unusually high at £6 54 million This has resulted in the Group reporting
profits before tax of £12 63 milien {2041 £5 94 million) and earmings per share of £65 48 (2011 £34 14) Shareholders are
reminded that all farr value adjustments are non-cash items and do not reflect the Group's undertying trading performance

The Group had net cash of £78K at 31 December 2012 {2011 net debt £1 97 million)

Group Strategy and Objectives

Our strategy has four parts

a) Tonvestin the southerm Afncan region

b)  To build market leading businesses in export non food crop agnculture and to improve the gualty of our eamings and
reduce nsk through product differentiation

c) Develop small hydro electric power run of rver schemes to deliver power into the national gnds

d)  Tonvest capital to deliver cost reduction and efficiency improvements over the medium term

We continue to manage a portfolio of properties in Russia and these will be sold off over time and the capital redeployed into our
southem Afncan enterpnses

Operational Review

Agnbusinesses
Operating profit was £8 1 rmillion a 30% increase from £6 2 million achieved last year Profitabiity was enhanced by a sigruficant
improvement in the margins of our Malaw tea businesses following a devaluation of the local currency

Tea businesses

Tea accounts for 55% of the dvision’s turnover at £17 4 million (2011 £15 9 million) The estates and tea factones are located in
southern Malaw and eastern Zimbabwe

Tea production was senously affected by very dry conditions in the second half of the year The total tea crop was 15,137 tonnes
(2011 17,340 tonnes) of which 13,185 tonnes came from our own fields and 1,952 tonnes from smallholder farmers that surround
our estates The yield per hectare (a KPI measurement) decreased to 2,895kgs /ha from 3,268kgs/ha

The international tea pnce as measured by the public auction in Mombasa increased over the year by 5% Qur own farm gate
pnces increased in excess of this as we benefitted from producing a better tea quality Our tea, which 1s comphiant with Rainforest
Alhance, UTz or Fairtrade ethical standards continues to be found as a staple feature in a number of UK and European branded tea
bags

We spent £1 1 mihion on capital expenditure {2011 £1 56 million) We continued our replanting programme to replace older tea
with new vaneties that deliver a hugher inherent quality and yield As these fields mature, and with a return to more normal weather
conditions, we expect our tea production to increase over the coming years Dunng the year we invested to amalgamate our two
Zimbabwe tea factones into one more efficient and re-equipped unit

In Malaw we continue to work closely wath our surrounding smallholder farmers to increase their yields and income Over the year
we purchased 7,828 tonnes of greenleaf from 7,200 farmers and propagated over one million new tea plants for them to plant up
new areas of therr availlable land to tea

Cut flowers

Our Zambia sweetheart roses cut flower business, Khal Amazi Ltd, increased production to 175 million stems (2011 154 milhon
stems} All these roses, grown in our 60 hectares of greenhouses spread over three sites in the Chalimbana valley, were sold into
major European supermarkets This enterpnse accounts for 38% of the division's tumover

Yield per square metre (a KPl measurement), increased to 314 stems/sq metre (2011 309 stems/sq metre) as we achieved
productty gamns from new plantings We continued to invest new capex into the business of £0 5 million (2011 £0 & milion) to
replant older rose vanetes and ensure that our greenhouse and cold chain infrastructure maintain their intemational competitive
advantage

This year our nascent table grape plantings shipped therr first produce overseas to European supermarkets Our export shipments
of 85 tonnes were all delivered in November The quality was comparable to other competitive ongins and we plan to expand this
business to capture more of the available market

Macadamia nuts

In Malaw our 825ha of young macadamia orchards delivered a disappointing crop 28% lower than last year The dry weather
impacted on the tree productivity, though this 1s a short term 1ssue and we expect crops to revert to their upward trend with more
normal weather conditions

Our cracking faclory processed all these nuts and delivered kemel into our established customer base Dunng the year the factory
achieved an 1SO 22000 accreditation

PGI Group Limited 1




Business Review (continued)

Renewable Energy

We continued to invest heavily in this new business, spending £4 0 milion in capital expenditure to develop two new run of nver
hydro electnc power plants in Zimbabwe Both these plants, totalling 4MW of installed capacity have been commissioned
successfully after the year end in Q1 2013 They are delivenng electncity into the Zimbabwe national gnd

We have plans to develop further hydro electnc schemes on the nvers of eastern Zimbabwe There 1s good demand for the
electncity in Zmbabwe and we believe we can design, build and operate turbines at a competitive cost to altemative renewable
energy schemes

Russian property

The Jensen group manages properties in and around St Petersburg in Russia Funds under management at the year end were
£190 3 miflion (2011 £159 9 million) Jensen's income 1s denved from an annual management fee and a camed interest based on
the capital values achieved on liguidation

The portfolio of properties (which are spread across oty centre residential 2nd retail to brown field developments) are all scheduled
to be sold over the next two years No propertites were sold dunng the year

Corporate Social Responsibility

We continue to work closely with our local communities to engender a sense of commen purpose and shared responsibility to the
many social and environmental challenges that we face at both our agnbusiness and renewable energy operations

Our work with external accreditation schemes greatly assists us in maintaining high operating standards and helping to frame
suitable policies for the next 10 years All our tea businesses, and our surrounding smaliholder farmers are certified to Rainforest
Allsance, UTz and Fairtrade standards and our rose business to MPS All these standards are used by our major branded and
supermarket own label customers and we all work together to mamntain the momentum to achieve incremental change for the better

In Malaw our smallholders have received US$0 42 million of “Fairtrade Premiums” as a resuit of their tea being sold in Fairtrade
branded retail packets These funds have been applied to building new infrastructure in potable water, school classrooms and road
access as well as improving farmers’ income earming potential from subsidised fertilizer supply

Wherever possible we operate a policy of promoting local businesses and employment to do work for our development projects
The civil construction of our hydro electnc power plants has been completed wath local labour

Financial Review

Profits
The profit before tax and fair value adjustments amounted to £6 09 million (2011 £4 96 milhon)

As in previous years, we have presented the consolidated income statement on page 6 with a separate column which itemises the
vanous farr value adjustments These adjustments in 2012 were a significant £6 54 million (2011 £0 98 million), as a result the
prefit before tax after all far value adjustments was £12 63 million (2011 £5 94 milhon) The biological asset gains for the year were
£6 52 million, of which £6 06 mullion 1s attnbutable to our Malaw operations following a 50% devaluation of the Malaw kwacha
dunng 2012 This exchange rate related profit s matched and offset by a similar reduction In reserves in the balance sheet

Shareholders are reminded that farr value adjustments are non-cash items and so do not reflect the Group’s underlying trading
performance

Earnings per share before fair value adjustments
Earmungs per share before fair value adjustments (a KPl measurement) increased to £34 31 (2011 £27 09)

Net cash and borrowings

At 31 December 2012, the Group had net cash after interest beanng loans and borrowings of £78K (2011 net debt £1 97 million)
The net cash balance in the UK at the year end amounted to £7 32 mithion (2011 £5 28 milhon), which includes a listed bond
purchased in 2012

Dunng the year, borrowtngs fafling due wiathin one year reduced from £7 03 miflion to £1 84 million and lpans due after one year
increased from £2 10 milhon to £5 72 million

Dividend

The Board continues to keep the dividend policy under review in the light of the Company's performance and capital requirements
The recommended dividend of £3 00 per share in respect of the year ended 31 December 2012 remams unchanged, as we plan
further investments into hydro electne power generation schemes in southern Afrnca

Financial nsk management

Details of the Group's financial nsk management objectives and policies including capital management and capital structure are
contained in Note 24 to the Accounts on pages 30 to 33

PGI Group Limited 2




Business Review {continued)

Pensions

The Group’s defined benefit pension scheme valued in accordance with 1AS19 recorded a small increase in its deficit from £6 52
milhion at the end of 2011 to £6 54 million at the end of 2012 A reduction in the yield on long dated bonds, which 1s used to discount
the estimated future habilibes, has increased the value placed on the Plan’s habiiies This has been offset by additional
contnbutions and the Plan’s assets performing better than expected Full details of the pension scheme are contained in Note 22 to
the Accounts on pages 27 to 30

Going concern basis

The Group's financial position and its business activities together with the factors likely to affect its future development and
performance are included in this Business Review The pnncipal nsks and uncertainties that are likely to affect the Group's future
development are reviewed below

A summary of the Group’s policies and processes In respect of capital and financial nsk management including foreign exchange,
interest rate, credit and liquidity nsks are included within Note 24 to the accounts

The Group meets its day-to-day working capital and other funding requirements through a combination of medium term loans and
shart term overdraft lending The overseas bank faclites have recently been renewed and the directors are not aware of any
reason why these faciities should not be renewed in the future In addition the Group has significant positve bank balances As a
consequence, and after reviewing the current situation, the directors have a reasonable expectation that the Company and the
Group have adequate resources to continue 1n operatonal existence for the foreseeable future Accordingly, the Board has
continued to adopt the going concern basis in prepanng the Group’s annual report and accounts for 2012

Principal risks and uncertainties

The Group's operations are pnmanly based in Mataw, Zambia and Zimbabwe The political, economic, legal and regulatory
environments in the countnes differ, in many respects, from those in more developed countries Consequently, the Group results
and assets could be affected by factors such as political or labour unrest, violence and lack of law enforcement, expropnation of
property, high inflation and mterest rates not off-set by devaluations of the local currency and impaosition or change of exchange
contrals

The financial nsk management objectives and polictes are set out more fully on pages 30 to 33

The agnbusinesses are affected by unexpected vanations in weather pattems affecting the crops and vanations in commodity
pnces

The Group operates a funded defined benefits pension plan A matenal proportion of the assets of this scheme are invested In
equities and the value of these assets will fluctuate in line wath global equity markets The habilites of the scheme may also
increase due to continuing improvements in the mortaiity rates
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Directors’ report

The directors present their report and audited accounts for the year ended 31 Decemnber 2012

Statement of directors’ responsibilities
The directors are responsible for prepanng the Directors’ Report and the financial statements in accordance with applicable law and
regulatons

Company taw requires the directors to prepare group and company financial statements for each financial year The directors have
elected under company law to prepare group financial statements in accordance with International Financial Reperting Standards
('IFRS’) as adopted by the European Union (‘'EU’)

The financial statements are required by law and IFRS adopted by the EU to present fairly the financial position of the group and
the company and the financitat perfformance of the group The Compantes Act 2006 prowides In relation to such financial statements
that references in the relevant part of that Act to financial statements giving a true and fair view are references to therr actueving a
fawr presentation

Under company law the directors must not approve the financial statements unless they are satisfied that they give a true and fair
view of the state of affairs of the group and the company and of the profit or loss of the group for that penod

In prepanng the group and company financial statements, the directors are required to

select suitable accounting policies and then apply them consistently,

make judgements and accounting estimates that are reasonable and prudent,

state whether they have been prepared in accordance with IFRSs adopted by the EU,

prepare the financial statements on the going concem basis unless it 1s inappropnate to presume that the group and the
company will continue in business

aoow

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the group's and the
company's transactions and disclose with reasonable accuracy at any time the financial positon of the group and the company and
enable them to ensure that the financial statements comply with the Companies Act 2006 They are also responsible for
safeguarding the assets of the group and the company and hence for taking reasonable steps for the prevention and detection of
fraud and other irregutanties

Principal activities and business review
The Company 15 a holding Company and 15 domiciled and onginally incorperated in England and Wales under the Companies Act
1948

The pnncipal activities of the Company’s subsidiary and associated undertakings compnse agnbusinesses, hydro electric power
generation and property investment management The information that fulfils the requirements of the business review can be found
on pages 1 to 3 which are incorporated in this report by reference

Results and dividends
The results for the year are shown in the consoldated income statement on page 6

A final dvidend 1n respect of the year ended 31 December 2012 of £3 00 per ordinary £250 share is recommended by the directors
for payment on 28 June 2013 to shareholders on the register on 7 June 2013 (2011 £3 00 pard on 15 August 2012) A final
dvidend can only be paid after it has been approved by the shareholders and cannct exceed the amount recommended by the
board Resolutton 8 to be proposed at the Annual General Meeting would declare this dividend

Share capital
There have been no changes to the Company's share capital for the year under review

Employees
The Group recognises the importance of effective communication and employees are encouraged to develop their contnbution to
their respective companies

It 1s Group policy to give full and fair consideration to applications for employment made by disabled persons [n the event of an
employee becoming disabled the Group offers, if appropnate, retraining or suitable altemative employment

Creditor payment policies

Subsidiary companies are responsible for agreeing the terms and conditions under which business transactions wath their suppliers
are conducted It s Group policy that payments to suppliers are made in accordance with these terms, provided that the supplier 1s
also complying wath all relevant terms and conditions

Liability insurance for company officers

As permitted by section 233 of the Companies Act 2006, the Company has mamtained insurance cover for the directors against
liabilibes in relation to the Company
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Directors’ report (continued)

Trading in the Company's shares

Shareholders may, If they wash, trade in the ordinary shares of the Company A facility 1s available to find a counter party on a
commission-free basis through our webstte This service can be ac d at www pgi-uk com and the link should be followed to
the Shareholder Pnvate Access section where it IS necessary to enter the usemame and password that have been sent to
shareholders and which can be re-sent on request

For shareholders requinng to contact the Company’s share reqistrars, Capita, the address 1s
Capita Registrars, The Registry, 34 Beckenham Road, Beckenham, Kent BR3 4TU

Directors

The directors of the Company who served dunng the year and the shareholdings of the directors and their families in the Company !
as at the date of this report were as follows |
|

Ordinary shares

R L Pennant-Rea 433
S S Hobhouse 2,822
M A Gage (appointed 20 August 2012) 65
L Hene 17
BP Hill 658
S N Roditi 95,532
CE Ryan 1,205

G Moores (resigned 20 August 2012)

Ms Gage, who was appainted a director on 20 August 2012, wili retire in accordance with the Articles of Association and, being
eligible, will offer herse!f for re-appaintment at the forthcoming Annual General Meeting

Mr Pennant-Rea and Mr Roaditi, who have each served as non-executive directors for mare than nine years, will be retinng in [
accordance with the Articles of Association and, being eligible, will offer themselves for re-appointment at the forthcoming Annual
General Meeting

Registered number
The Company's registered number 1s 1338135 ‘

Auditor ‘
Each of the persons who 1s a director at the date of approval of this report confirms that
a so far as the director 1s aware, there 1s no relevant audit information of which the Company’s auditor is unaware, and
b the director has taken all the steps that he ought to have taken as a director in order to make himself aware of any relevant
audit information and to establish that the Company's auditor 1s aware of that information

This confirmation 1s given and should be interpreted in accordance with the provisions of s418 of the Companies Act 2006

A resolution for the re-appontment of Baker Tilly UK Audit LLP as auditor of the Company and a separate resolution 1o give the
directors authonty to determine their remuneration are to be proposed at the forthcoming Annual General Meeting

Adoption of new articles of association and reorgamisation of share capital

The directors are convening a general meeting to be held iImmediately after the conclusion of the forthcoming Annual General
Meeting on 12 June 2013 at which resolutions for the adoption of new articles of association, the disapplicaton of statutory pre-
emption rights up to a specaified fimit and the implementation of a consoldation of share capital are to be proposed The Company
has 1ssued a circular to shareholders dated 18 Apnl 2013 explaining the reason for these proposals and gving details of them

By Order of the Board

M?_'Jw d % L. .
Margaret Gage

Secretary

3™ Floor

45 t udgate Hill

London EC4M 7JU

18 Apnl 2013
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Consolidated income statement
for the year ended 31 December 2012

2012 2011
Result before Result before
fair value Falr value fair value Farr value
adjustments adjustments Total adjustments  adjustments Total
Notes £000 £000 £000 £000 £000 £000
Continuing operations
Revenue 4 33,181 - 33,181 31,960 - 31,960
Cost of sales {15,568) - {15,568) {16.428) - (16.428)
Gross profit 17,613 - 17,613 15,632 - 15,532
Distnbution costs {3,411) - {3,411) (3,259) - (3.259)
Administrative expenses {7,393) - (7,393) (7.506) - (7,506)
Other operating income 524 - 524 957 - 957
Share of associates’ results 2 188 32 220 142 13 155
Fair value adjustment to
— investment properties and current
asset investments - 214 214 - (213) {213)
- biological assets 1 - 6,520 6,520 - 961 961
Profit from operations 7,521 6,766 14,287 5,866 761 6,627
Disposal of subsidiary 23 376 - 378 - - -
Finance income 3 38 - 33 43 217 260
Finance costs 3 {1,848) {222) {2,070) {950) - (950)
Profit before taxation 6,087 6,544 12,631 4,959 978 5,937
Taxation 7 {870) (2,409) {3,279) (806) (341) {1,147)
Profit for the year 5,217 4,135 9,352 4,153 637 4,790
Profit attributable to
Owners of the parent 4,340 3,944 8,284 3.427 892 4,319
Non-controlling interests 877 191 1,068 726 {255) 4m
5217 4,135 9,352 4,153 637 4,790
3 £ £ £
Earnings per ordinary share 8
— basic and diluted 34 31 65 48 27 09 34 14
Dividend per ordinary share 9 300 300

The Notes on pages 12 to 36 form part of these accounts
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Consolidated statement of other comprehensive income
for the year ended 31 December 2012

Group

2012 2011

£000 £000
Profit for the year 9,352 4,790
Other comprehensive income before tax
Exchange differences on translation of net overseas assets (7,.727) (982)
Net actuana! loss on defined benefits pension plan (113) (2.828)
Property revaluatons 485 -
Other comprehensive mncome before tax (7,355) (3.810)
Tax relating to components of other comprehensive mcome (312) (35)
Total comprehensive income for the year 1,685 945
Attnbutable to
Owners of the parent 801 457
Non-controlling interests 884 488

1,685 945

The Notes on pages 12 to 36 form part of these accounts
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Statement of financial position
at 31 December 2012

Group Company
2012 2011 2012 2011
Notes £000 £000 £000 £000

ASSETS
Non-current assets
Goadwll 10 2,506 2,621 - -
Biological assets 14 17,083 16,509 - -
Property, plant and equipment 12 15,034 14,238 54 16
Investment properties 12 3,001 2,940 - -
Investments
— associates 14 498 443 - -
- other 14 50 52 33,288 35,031
Deferred tax assets 21 364 398 - -

38,536 37,201 33,342 35,047
Current assets
Inventones 15 3,926 4,976 - -
Trade and other receivables 16 3,682 4,356 43 46
Other financial assets 25 2,045 216 2,034 204
Cash and cash equivalents 7,634 7,157 11,750 10,811

17,287 16,705 13,827 11,061
TOTAL ASSETS 55,823 53,908 47,169 46,108
LIABILITIES
Current liabihties
Interest beanng loans and bormowings 19 1,839 7,033 - -
Trade and other payables 20 5,725 3,785 775 567
Other financial habilties 25 18 - 18 -
Current tax iabilites 966 765 - —

8,548 11,583 793 567

Non-current habilities
Interest beanng loans and borrowings 19 5,717 2,097 - -
Other payables 20 144 258 - -
Deferred tax habilities 21 4,700 3,788 - -
Defined pension plan deficit 22 6,535 6,517 6,535 6,517

17,096 12,660 6,535 6,917
TOTAL LIABILITIES 25,644 24,243 7,328 7,084
NET ASSETS 30,179 29,663 39,841 39,024
EQUITY
Share capital 17 31,628 31,628 31,628 31,628
Share premium account 425 425 425 425
Capital redempton reserve 1,023 1,023 1,023 1,023
Revaluation reserve 458 583 - -
Retamed earmings {7,401) {7.942) 6,765 5,048
Equity attnbutabte to owners of the parent 26,133 25,7117 39,841 39,024
Non-controlling interests 4,046 3,946 - -
TOTAL EQUITY 30,179 29,663 39,841 39,024

The Company’s registered number 1s 1338135

The Notes on pages 12 to 36 form part of these accounts Approved and authonsed for issue by the Board on 18 Apnit 2013

Directors
R L Pennant-Rea M A Gage
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Statement of cash flows
for the year ended 31 December 2012

Group Company
2012 2011 2012 2011
Notes £000 £000 £000 £000
Operating activities
Profit before tax from continuing cperations 12,631 5,637 1,310 1,690
Adjustments to reconcile profit before tax to net cash flows
Non-cash
Depreciation of property, plant and equipment 1,086 1,450 11 9
(Profityloss on disposal of property, plant and equipment (11) (362) 11 -
Profit on disposal of subsidiary (376) - - -
Additonal retirement benefit costs (321) (376) {321) (376)
Net finance costs 2,032 690 413 (55)
Far value adjustments (6,734) (748) (30) -
Share of net profit of associates (220) (155) - -
Working capital adjustments
Decreasef/(increase} in inventones 735 (461) - -
Decrease/(increase) in trade and other recervables 546 (1,364) 30 (8)
Increase in trade and other payables 1,857 162 209 a1
Exchange difference on working capital (3,514) {528) - -
Overseas tax paid (592) (991) - -
Net cash from operating activities 7,119 3.254 1,633 1,351
Cash flows from investing activities
Purchase of property, plant and equipment {5.427) (4,285) (60) -
Additions to biological assets and investment properties (280) (618) - -
Purchase of current financial asset {2,004) - (2,004) -
Proceeds from disposal of property, plant and eguipment 83 1,265 - -
Proceeds froem disposal of investment property - 443 - -
Proceeds from disposal of subsidiary 1,540 - - -
Interest received 11 43 8 12
Recelpts from investments (net) 178 104 1,742 2,973
Net cash from investing activites {5,899) {3,048) (314) 2,985
Cash flows from financing activities
Recerpt/(payment) of loans {net) 1,672 (629) - -
Receipt of loans from related parties 3,384 - - -
interest paid (1,622) {776) - -
Dividends paid to equity hofders of the parent (380) {380) (380) (380)
Dividends and other payments to non-controlling interests (net) {784) {914} - -
Cistnbutions from property fund {net) (5) {30} - -
Net cash from finanaing actwibies 2,265 (2,729) {380) (380}
Net increase in cash and cash equivalents 3,485 (2,523) 239 3,956
Cash and cash equivalents at beginming of penod 997 3,320 10,811 6.855
Effects of exchange rate changes on cash and cash equivalents 2,728 200 - -
Cash and cash equivalents at end of period 7,210 997 11,750 10,811
Cash and cash equivalents comprise
Cash 23 7.634 7,457 11,750 10,811
Overdrafts 23 (424) (6,160} - -
Cash and cash equivalents 23 7,210 997 11,750 10,811
Interest bearing loans and borrowngs due wathin one year (1,839) (7.033) - -
Less short term debt {(other than overdrafts) 1,415 873 - -
Overdrafis 23 (424) (6,160) - -

The Notes on pages 12 to 36 form part of these accounts
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Consolidated statement of changes in equity

Attributable to owners of the parent

Share
premium &
capital Total Non-
Share redemption Revaluation Retained controling controling Total
capita! reserves reserve earnngs interests interests equity
£000 £000 £000 £000 £000 £000 £000

Balance at 1 January 2011 31,628 1,448 597 (8,003) 25,670 4,372 30,042
Profit for the year - - - 4,319 4,319 471 4,790
Other comprehensive Income
Exchange differences on transiation of net overseas - - {14) (985) (999) 17 (982)
assels
Net actuanal loss on defined benefits pension plan - - - (2,828) (2.828) - {2,828)
Deferred tax on property revaluations - - - (35) {35} - {35)
Total comprehensive income for the year - - {14) 471 457 488 8945
Dmvidend paid (note 9) - - - (380) (380) - {380)
Transactions with owners — - - (380) (380} - (380)
Dividend paid to non-controliing interests - - - - - (695) (695)
Distnbutions from property fund (net) - - - {30) (30} (180} (210)
Change in holding of non-controlling interests — - - - - {39) (39)
Balance at 31 December 2011 31,628 1,448 583 (7,942) 25,717 3.946 29,663
Profit for the year - - - 8,284 8,284 1,068 9,352
Other comprehensive Income
Exchange differences on translation of net overseas
assets - - {369) (T.,174) (7.543) {(184) (7,727
Net actuanal loss on defined benefits pension plan - - - {113) (113) - (113)
Property revaluations - - 485 - 4385 - 485
Deferred tax on property revaluations - - (241) {71) (312) - (312)
Total comprehensive income for the year - - (125) 926 801 884 1,685
Dividend paid {note 9) - - - {380) {380) - (380)
Transactions with owners - - - {380) (380) - (380)
Dividend paid to non-controling interests - - - - - (747) (747
Distnbutions from property fund (net) - - - {5) (5) {37) (42)
Balance at 31 December 2012 31,628 1,448 458 (7,401) 26,133 4,046 30,179
The Notes on pages 12 to 36 form part of these accounts
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Statement of changes in equity — Company

Aftributable to owners
Share Capital
Share prermium  redemphion Retained Total
capital account resarve earnngs Equity
£000 £000 £000 £000 £000
Balance at 1 January 2011 31,628 425 1,023 7,466 40,542
Profit for the year - - - 1.690 1,690
Net actuanal loss on defined benefits pension plan - - - (2,828) (2,828)
Total comprehensive income for the year - - - (1.138) {1,138)
Dividend paid - - ~ (380) (380)
Balance at 31 December 2011 31,628 425 1,023 5,948 39,024
Profit for the year - - - 1,310 1,310
Net actuanal loss on defined benefits pension plan - - - {113) (113)
Tota! comprehensive income for the year - - - 1,197 1,197
Dmvidend paid - - - {380) (380)
Balance at 31 December 2012 31,628 425 1,023 8,765 39,841

PG! Group Limited has not presented its own income statement as permitted by Section 408 of the Companies Act 2006

The Notes on pages 12 to 36 form part of these accounts
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Notes to the accounts

General information

The consolidated finanoai statements of PGI Group Limited for the year ended 31 December 2012 were authonsed for 1ssue in
accordance with a resolution of the directors on 18 April 2013 PGI Group Limited 1s a company incorporated and domiciled in the
United Kingdom The nature of the Group's operations and its pnncipal activibes are set out in the Business Review on pages 1to 3
to the accounts

1 Basis of preparation and significant accounting policies

These financial statements have been prepared in accordance with Intemational Financial Reporting Standards ('IFRS') adopted by
the European Unien They have been prepared on the histencal cost basis, except for biological assets and investment properties
which have been measured at fair value and freehold land and bulldings which have been measured at their depreciated
replacement cost They have also been prepared on the going concern basis as set out in the Business Review on pages 1 to 3 to
the accounts

The consohdated and company financial statements are presented in sterling and all values are rounded to the nearest thousand
(£000) except where otherwise indicated

Changes in accounting policy and disclosures

New and amended standards adopted by the Group

There are no IFRSs or IFRIC interpretations that are effective for the first time for the financial year beginning on or afier 1 January
2012 that have had a matenal impact on the Group

Company accounts

The separate financial statements of the Company are presented as required by the Companies Act 2006 As permitted by that Act,
the separate financial statements have been prepared in accordance with IFRS They have been prepared on the histoncal cost
basis and the principal accounting policies adopted are the same as those set out below

Basis of consolidation

Subsidianes

The consclidated financial statements compnse the financia! statements of PGl Group Limited and its subsidianes as at 31
December each year The financial statements of the subsidianes are prepared for the same reporting year as the parent Company,
using consistent accounting policies

Subsidianes are all entiies (Including special purpose entiies) over which the group has the power to govemn the financial and
operating policies generally accompanying a shareholding of more than one half of the voting nghts The group also assesses the
existence of control where 1t does not have more than 50% of the voting power but s able to govern the financial and operating
polcies by wirtue of de-facto control Qther indicators of control include, amongst others, an assessment of the Group’s exposure to
the nsks and benefits of the enbty

All intra-group balances, transachons, income and expenses, are eliminated on consclidation

Subsidianes are fully consolidated from the date of acquisibon, being the date on which the Group obtains control, and continue to
be consolidated until the date that such control ceases Non-controlling interests represent the portion of profit or loss and net
assets not held by the Group and are presented separately 1n both the income statement and wathin equity in the consolidated
statement of financial position

Associates
An associate Is an entity over which the group 1s in a position to exeraise significant influence, but not control or joint control,
through participation in the financial and operating policy decisions of that entity

Investments in associates are accounted for by the equity method of accounting Under this method the investment is initially
recognised at cost and the carrying amount 1s increased or decreased to recognise the investor's share of the profit or loss of the
investee after the date of acquisition

Foreign currency translation

Functional and presentation currency

Iltems included in the financial statements of each of the Group's entities are measured using the currency of the primary economic
environment in which the entity operates ('the functional currency’) The consolidated financial statements are presented in stering,
which 1s the Group’s presentation currency and the Company's functional and presentation currency

Transactions and balances

Fareign currency transactions are translated into the functional currency using the exchange rates prevating at the dates of the
transactions or valuation where items are re-measured 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 liabilihes denominated in foreign
currencies are recognised in the iIncome statement Foreign exchange gains and losses that relate to borrowings and cash and
cash equvalents are presented n the income statement within Finance income or costs All other foreign exchange gains and
losses are presented in the income statement within the category to which they relate
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Notes to the accounts (continued)
1 Basis of preparation and significant accounting policies (continued)

Foreign currency translation (continued)

Group companies

The results and financial posibon of all the group enbbes that have a functional currency different from the presentation currency are
translated into the presentation currency as follows

{a) assets and habilites for each balance sheet presented are translated at the closing rate at the date of that batance sheet,

{b) income and expenses for each income statement are translated at average exchange rates (unless this average is not a
reasonable approximation of the cumulative effect of the rates prevailing on the transaction dates, in which case income and
expenses are translated at the rate on the dates of the transactons), and

{c) all resulting exchange differences are recognised in other comprehensive iIncome

Exchange differences since the adoption of IFRS, ansing from the translation of the net investment in foreign entties are taken to
shareholders’ equity until the disposal of the net investment, at which time they are recognised in the iIncome statement

Gocdwill and fair value adjustments ansing on the acguisition of a foreign entity are treated as assets and habilibes of the foreign
entity and translated at the closing rate Exchange differences ansing are recognised in other comprehensive income

Significant accounting estimates and assumptions
Where key estimations have been applied, these are referred to in the relevant notes, the most significant being in goodwall,
biological assets, freehold property, iInvestment properties and pension benefits

tmpairment of assets

Assets that have an indefinite useful life are not subject to amortsation and are tested annually for impairment and whenever
events or changes in circumstance indicate that the carrying amount may not be recoverable Assets that are subject to
amortsation are tested for mpairment whenever events or changes in circumstances indicate that the camrying amount may not be
recoverable An impairment loss is recogmised for the amount by which the asset's carrying amount exceeds its recoverable
amount The recoverable amount 1s the hugher of an asset’s farr 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 identfiable cash flows (cash-
generating units)

Goodwill

Goodwill ansing on consolidation represents the excess of the cost of acquisiion over the Group's interest in the fair value of the
identifiable assets and habihties of a subsidiary or associate at the date of acquisihien Goodwill 1s recognised as an asset and
reviewed for impairment at least annually On disposal of a subsidiary or associate, the attnbutable amount of goodwill I1s included In
the determunation of the profit or loss on disposal

Biological assets

1AS 41 requires that biological assels are valued at their fair value less estimated costs to sell The Group's main biclogical assets
compnse tea, rose bushes and macadamia trees There are no market-determined pnces or values for these assets and (n such
case the Standard requires that the enterpnse uses the present value of long term expected net cash flows from the asset,
discounted at a current market-determmed pre-tax rate to determine fair value Fair value calculations have been made on this
basis Any ¢hanges in farr value are recognised in the income statement in the year in which they anse Livestock compnses cattle
and game animals and 1s stated at fair value Farr value 1s based on selling pnces less estmated costs to sell

Property, plant and equipment
tong leasehold property, plant and equipment are stated at histoncal cost, less accumulated depreciation

Freehold land and buildings compnses property in Afnca Factones and ancillary property of the Group, located in Afnca are
revalued and stated at their depreciated replacement cost as at the balance sheet date The directors consider that the balance
sheet better porirays the state of affars of the Group if the Afncan preperty 1s inctuded at current valuations prepared by the
directors instead of including these assets at cost Reliable full market valuations are difficult to obtain and accordingly the
depreciated replacement cost approach has been adopted and appled consistently to the Group's Afncan property assets for
several years

increases in the camying amount ansing on the revaluation of land and bulldings are credited to other comprehensive income and
included in the revaluation reserve in shareholders’ equity

Freehold land 18 not depreciated Depreciation on other assets is calculated on a straight ine basis over the useful life of the assets,
as follows

Years
Freehold and long leasehold buildings 25-50
Plant and equipment 10-25
Motor vehicles 4-10

The gan or foss ansing on the disposal of an asset is determined as the difference between the sales proceeds and the camying
amount of the asset and 1s recognised in income

The asset’s residual values, useful lives and methods of depreciation are reviewed, and adjusted f appropnate, at each financial
year end
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Notes to the accounts (continued)
1 Basis of preparation and significant accounting poelicies (continued)

Investment properties
Aninvestment property 1s defined as a property held tc earn rentals or for capital appreciabon or both

Investment properties are measured inibally at cost, mcluding transaction costs Subsequent to imtial recognition, investment
properties are stated at farr value, based on a market valuaton by independent professional firms of Chartered Surveyors, which
reflects market conditions at the balance sheet date Gains or losses ansing from changes in the fair values of investment
propertes are included in the Incocme statement in the year (n which they anse

Other iInvestments
Other investments are stated at cost or fair value

Inventones
Agnicultural produce at the point of harvest s measured at farr value less estimated costs to sell Such measurement ts the cost at
that date when they are recognised as inventones

Inventones including products that are the result of processing after harvest are stated at the lower of cost and net realisable value

Trade and other receivables

Trade recevables are camed at onginal invoice amount less provision made for impairment of these receivables A prowvision for
impairment of trade receivables 1s established when there 1s objective evidence that the Group will not be able to collect ali amounts
due according to the onginal terms The amount of the provision 1s recogrised in the income statement

Cash and cash equivalents
Cash and cash equivalents in the balance sheet compnse cash and deposits held at ¢all with banks

For the purpose of the cash flow statement, cash and cash equivalents consist of cash and cash equivalents as defined above, net
of outstanding bank overdrafts

Borrowings
All loans and borrowings are initially recogrised at fair value less directly attnbutable transaction costs Borrowing costs are
recognised in the income statement in the penod in which they are incurred

Leasing
Operating lease payments are recognised as an expense is the income statement on a straight hne basis over the lease term

Taxation

The tax expense represents tax currently payable adjusted for provisions for deferred tax The tax currently payable I1s based on
taxable profit for the year Taxable profit differs from net profit as reported 1n the income statement because 1t excludes items of
Income or expense that are taxable or deductble in other years and it further excludes items that are never taxable or deductible
The Group hability for current tax 1s calcufated using tax rates that have been enacted or substantively enacted by the balance
sheet date

Deferred tax s the tax expected to be payable or recoverabie on differences between the carmying amount of assets and habiities in
the financial statements and the corresponding tax bases used in the computation of taxable profit, and 1s accounted for using the
llabihty method Deferred tax s not accounted for if it anses from initial recognition of an asset or hability In a transaction, other than
in a business combination, that at the tme of the transaction affects neither accounting nor taxable profit or loss Deferred taxis
determined using tax rates and faws that have been enacted or substantively enacted by the balance sheet date and are expected
to apply when the related tax assets i1s realised or the tax habilty is settled

Deferred tax assets are generally not recogmised unless it 1s certain that future taxable profit will be avallable against which the
temporary differences can be utihised

Pension obligations

The Group has both a defined benefit plan and defined contribution plans A defined benefit plan is a pension plan that defines an
amount of pension benefil thal an employee will receive on reirement, usually dependent on one or mere factors such as age,
years of service and compensation The pension cost for the defined benefit plan 1s assessed in accordance with the advice of
qualified independent actuanes using the Attained Age Method

The liabiity recogrused in the balance sheet in respect of the defined benefit pension plan s the present value of the defined benefit
obligation at the balance sheet date less the fair value of plan assets, together with adjustments for unrecognised actuanal gains or
losses and past service costs Actuanal ga:ns and losses are recognised in full in the statement of changes in shareholders’ equity

Payments to defined contnbution pension plans are charged to the income statement as an expense as they fall due
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Notes to the accounts (continued)

1 Basis of preparation and significant accounting pelicies (continued)

Revenue recognition

Revenue 1s measured at the fair value of the consideration received or receivable and represents amounts receivable for goods and
services provided in the nomal course of business, net of discounts, value added tax and other sales related taxes and after
eliminating intra-group sates The following specific recognition critena must also be met before revenue 1s recognised

Revenue from the sale of goods by the Agnbusinesses 1s recognised when the significant nsks and rewards of ownership of the
goods have passed to the buyer, usually on delivery of the goods Management fee iIncome, mainly denved from the investment
property management companies, 1s recognised monthly based on a percentage of the funds under management

Derivative financial instruments

The Group uses denvative financial nstruments namely forward currency contracts to hedge its nsks associated with foreign
currency fluctuations Such denvative finanaal instruments are inibally recognised at farr value on the date on which a denvative
contract 1s entered into and are subsequently re-measured at fair value Denvatives are camed as assets when the farr value ts
positive and as llabilities when the fair value 1s negative

Any gains or losses ansing from changes in fair value on denvatives dunng the year that do not qualfy for hedge accounting are
taken directly to profit or loss

The fair value of forward currency contracts I1s calculated by reference to current forward exchange rates for contracts with similar
matunty profiles

New standards and interpretations not yet adopted

The following new standards and amendments to standards and interpretations are effective for annual penods beginning after 1
January 2012, and have not been apphed in prepanng these consclidated financial statements

Revised IAS 19 Employee Benefits was amended in June 2011 and i1s required to be adopted, with retrospective effect, by 2013
Under the revised |AS 19, the mterest charge on retirernent benefit labilities and the expected retum on pension plan assets will be
replaced by a net interest expense on net defined benefit labifihes based on high quality corporate bonds This 1s likely to increase
reported net finance costs, but i1s not expected to be matenal

IFRS 13 Fair Value Measurement was 1ssued dunng 2011 and 1s required to be adopted, wath prospective effect, by 2013 The
standard affects nearly all instances where assets and habilities are currently measured at fair vaiue, pnmanly by refining the
measurement concept to represent an asset or hability's ext value The standard also introduces certain additional considerations
to the measurement process The impact of the change 1s under review, but 1s not expected to be matenat

There are no other IFRS or IFRIC interpretations that are not yet effective that would be expected to have a matenal impact on the
Group
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Notes to the accounts {continued)

2 Share of associates’ rasults

2012 2011
£000 £000
The Group's share of the results of Its associated companies comprises

Profit from operations 188 141
Fair value adjustment to investment properties a5 16
Profit before taxation 223 157
Taxation on profit from operatons - 1
Taxation on fair value adjustment to investment properties {3) (3)
Profit after taxation 220 158

The share of associates' results relate to a 15 89% interest in Eastwood Commercial Ventures Inc (2011 15 89%) and a 20%

interest in K2 Management Ltd (2011 20%}, both of which are part of the Jensen Group

3 Finance income and costs

2012 2011
£000 £000
Finance income comprises
Bank interest recevable 38 43
Fair value adjustment on denvatves - 217
38 260
Finance costs compnse
On amounts wholly repayable wthin 5 years
Bank 698 1,063
Net foreign exchange lossesf{gains) on financing actvites 924 (287)
Fair value adjustment on derivatives 222 -
1,844 776
Imputed interest on pension plan habiites (net) 226 174
2,070 950
4 Revenue and profit for the year
2012 201
£000 £000
Analysis of the Group's revenue
Sale of agnbusiness produce 31,713 30,494
Property management income 1,468 1,466
33,181 31,960
Profit for the year 1s stated after charging/(crediting}
Cost of iInventones recognised as expense 15,568 16,428
Depreciation of property, plant and equipment 1,086 1,450
Profit on disposal of property, plant and equipment 1 362
Operating lease payments 52 44
Rents received (18) {19)
Rental income from investment property (42) (50)
Direct operatng expenses from investment property generating rental income 34 53
Dividends from unhisted investments (124) (21)
Net foreign exchange gains {635) (106)
Fair value adjustment to investment properties (184) 213
Farr value adjustment to biological assets (6,520) (961)
Fair value to current asset investments (30) -
PGI Group Limited 16




Notes to the accounts (continued)

5 Auditor's remuneration

2012 2011
£000 £000
The anatysis of the auditor’s remuneration 1s
Audit services
Statutory audit of the Company and the group accounts 69 G8
Other services
Statutory audit of the accounts of the Company’s subsidianes pursuant to legislation 15 15
Tax and other services 1 1
85 84

These fees relate to fees paid to Baker Tilly UK Audit LLP and its associates Fees paid to other auditors not associated with Baker

Tilly UK Audit LLP in respect of the audit of the Company's subsidianes amounted to £70,000 (2011 £78,000)

6 Employees
2012 2011
Average numbers employed in
Agnbusinesses including seasonal workers 12,995 12,583
Investment property management companies 20 20
Head office 4 4
13,019 12,607
2012 2011
£000 £000
Staff costs
Wages and salanes 8,243 7,87
Social secunty 300 293
Other pension costs 542 487
9,085 8,651
7 Taxation
a) Analysts of charge for the year
2012 2011
£000 £000
Current taxation
UK corporation tax - -
Double taxation rehef - -
Foreign tax
Current tax on income for the penod 1,058 592
Adjustment in respect of pnor penods 3 (45)
1,061 547
Deferred taxation
Ongination and reversal of temporary differences (293) 102
Potential tax due on property revaluations and farr value adjustments (net) 2,064 460
Impact of change in Zambian tax rate 45 -
Adjustment in respect of pnor penods 402 38
2,218 600
Total tax expense reported in the iIncome statement 3,279 1,147
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Notes to the accounts (continued)
7 Taxation {continued)

b) Factors affecting the tax charge for the year

The tax assessed for the year differs from the effective rate of corporation tax in the UK of 24 5% (2011 26 5%) The differences

are
2012 2011
£000 £000
Profit befaore tax 12,631 5,937
Profit before tax muttiplied by the effective rate of corporation tax in the UK of 24 5% (2011 26 5%) 3,095 1,573
Effects of
Items not chargeable for tax purposes 89 {131)
Net increase In tax losses 256 185
Different tax rates on overseas earmings {285) (442)
Re-measurement of deferred tax — change in Zambian tax rate 45 -
Adjustment in respect of pnor years 402 (7
Exchange differences {323) (31)
Total tax expense reported in the income statement 3,279 1,147
c) Tax effects relating to other comprehensive income
2012 2011
Before tax Tax Net of tax Before tax Tax Net of tax
amount axpéense amount amount Expense amount
£000 £000 £000 £0060 £000 £000
Exchange differences on translation of net
overseas assets (7.727) - (7.727) (982) - (982)
Revaluation of property 485 {312) 173 - {35) {35)
Net actuanal (loss)gain on defined benefits
pension plan (113) - {113) {2,828) - (2,828)
(7,355) {312) (7,667) {3.810) {35) (3.845)

8 Eamings per ordinary share

Basic and diluted

Basic and diluted earmings per ordinary £250 share are calculated by dividing the profit attnbutable to the owners of the parent by
the weighted average number of ordinary shares in i1ssue dunng the year There are no dilutive shares

2012 2011
Wetghted average number of ordinary shares in issue 126,511 126,511
2012 2011
Result before Result after Result befere Result after
fair value fair value fair value fair value
adjustments adjustments adjustments adjustments
£000 £000 EDDO £000
Profit for the year
Per consolidated income statement 5,217 9,352 4,153 4,790
Non-controlling interest (877} {1,068) {726} (471)
Profit attnbutable to tha owners of the parent 4,340 8,284 3,427 4,319
£ £ £ £
Basic and diluted earnings per ordinary share 34 31 65 48 2709 34 14

PGl Group Limited
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Notes to the accounts (continued)

9 Dividends
2012 2011
E0Q0 £000
Amounts recogrised as distnbutions to owners of the parent in the year
Dividend for the year ended 31 December 2011 of £3 00 (2010 £3 00) per share 380 380

A dividend for the year ended 31 December 2012 of £3 00 per share has been recommended by the directors for payment on 28
June 2013

10 Goodwill
Goodwill arose 1n previous years on the acquisition of subsidiary undertakings — Khal Amaz Ltd and the Jensen Group
2012 2011
£000 £000
Goodwill ansing on the acguisition of
Khal Amaz) Ltd 285 298
Jensen Group 2,221 2,323
2,506 2,621
The movement on goodwill dunng the year compnses
Opening balance 2,621 2,602
Exchange differences {115) 19
Closing balance 2,506 2,621

The Group determines on an annual basis whether goodwill 1Is mpaired An impaiment review has been carmed cut for Khal Amaz:
Ltd and Jensen Group at 31 December 2012 whereby the recoverable amounts have been determined based on value-in-use
calculatons This requires the Group to make vanous estmates and actual results may differ from these estmates

As a long term agncultural business, twenty year cash flow projections have been used for Khal Amaz Ltd Two year cash flow
projections have been used for Jensen Group in recogmiticn of the largest fund under management having a fixed term expinng n
2014 The pre-tax discount rate used was 16 7% for Khal Amazi Ltd and 18 5% for Jensen Group The calculations use cash flow
forecasts denved from the most recent financial budgets supplemented by forecasts of performance for three years thereafter The
budgets and forecasts have been revised where appropnate, to take account of current economic conditons No growth in the cash
flows of Khal Amaz Ltd has been assumed for the purposes of the goodwill impaiment review

The impatment review indicated that no impairment charge was necessary for esther entity for the year ended 31 December 2012
{2011 £nil)

The recoverable amount, based on value-in-use calculations, for Khal Amaz Lid exceeded its carrying value by £0 & million,
assuming no growth in the cash flows A key assumption used in the value-in-use calculatons 15 the exchange rate between the
Euro and the US dollar The forecasts have been based on current rates of exchange but a sustained significant weakening of the
Euro against the US dollar would affect future cash flows and could reduce thus headroom

The cash flow forecasts for Jensen Group incorporate an estmate of the camed interest received in future years ansing from the
realisation of the nvestment properties under its management, based on the professional valuahons of the propertes at 31
December 2012 At the year end, the estmated recoverable amount of the Jensen Group, based on these cash flows, exceeded its
carrying value by some £8 0 million This headroom would be removed should there be a reduction of more than 60% in the
estimated camed interest received by the Jensen Group
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Notes to the accounts (continued)

11 Biological assets

2012 2011

£000 £000
Carrying value at beginning of year 16,509 15,614
Exchange differences (6.174) (685)
Additions 274 619
Disposal of subsidiary (46) -
Change in fair value of biological assets 6,520 961
Carrying value at end of year 17,083 16,509

The Groups man classes of biological assets compnise tea bushes, macadamia trees, rose plants and ivestock Biological assets
are carmed at fair value less estimated costs to sell, except ivesteck, which 1s camed at selling pnces less estmated costs to sell

Farr values have been determmed by discounting twenty year cash flow projectons for the tea bushes and macadamia trees and in
the case of the rose plants four year cash flow projections have been used These timescales are considered to be within the
expected Iife of the assets Cash flow forecasts have been denved from the Group’s most recent financial budgets supplemented by
forecasts of performance for three years thereafter, which have been revised where appropnate, to take account of current market
conditions For the tea bushes and macadamia trees, cash flows after four years have been extrapclated based on an estimated
growth rate of 1% for the tea bushes and 2% for the macadamia trees These growth rates do not exceed the histoncal long term
average growth rate of these assets The discount rates used are pre-tax and reflect specific nsks relating to the relevant biclogical

assets and have been applied as follows

Tea Macadamta Rose

bushes trees plants

Pre-tax discount rate 2012 20 0% - 24 60% 24 60% 16 67%
Pre-tax discount rate 2011 22 85% 22 85% 15 80%

The discount rate 1s a key assumption in the valuaton of the biclogical assets which may, waithin imits, take a range of values The
following sensitivity analysis shows the effect of a one per cent increase or reducton in the above discount rates

Fair value of
biological assets
£000
Effect of 1% increase in discount rates -562
Effect of 1% decrease in discount rates +602
The areas planted to the various crop types at the end of the year
2012 2011
Hectares Hectares
Tea 5,026 5,026
Macadamia 878 878
Roses 60 60
Livestock numbers on hand at the end of the year
2012 2011
Head Head
Cattle 433 449
Game animals 1,220 1,398
1,653 1,847
Output and fair value of agncultural produce harvested dunng the year
2012 2011
Fair value at Fair value at
point of point of
Metric harvest Metric harvest
tonnes £000 Tonnes £000
Tea - green leaf 59,114 6,181 69,472 7.478
Macadamia nuts in shell 1,103 1,819 1,157 2,690
Stems Stems
millkons Millions
Roses 175 11,902 154 10,602
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Notes to the accounts (continued)

12 Property, plant and equipment and investment properties

Group Company
Hydro-electric Plant,
Land and buildings power  equipment Equipment
Long plant and and motor Investment and motor
Freehold  Leasehold  equipment vehicles Total properties vehicles
£000 £000 £000 £000 £000 £000 £000
Year ended 31 December 2012
Opening cost or valuation 2,21 6,385 2,182 13,765 24,603 2,940 65
Exchange differences (549) (285) (96) (4,1086) (5,036) (129) -
Revaluation of property 485 - - - 485 184 -
Additions 53 18 3,800 1,556 5,427 -] 60
Disposals - - - (1,165) (1,165} - {65)
Disposal of subsidiary - (397) - {978) (1,373} - -
Closing cost or valuation 2,260 5721 5,886 9,074 22,941 3,001 60
Al professional valuation 2012 - - - - - 3,001 -
At directors’ valuation 2,260 - - - 2,260 - -
At cost - 5721 5,886 9,074 20,681 - -
Opening accumutated depreciation 710 2,658 - 6,997 10,365 - 49
Exchange differences (88) {118) - {1,542) (1,748) - -
Charge for the year 13 41 - 662 1,086 - 11
Disposals - - - (1,093) {1,093) - (54)
Disposal of subsidiary - (50) - (653) (703) - -
Closing accumulated depreciation 635 2,901 - 4,371 7,907 - 6
Net book value 1,625 2,820 5,886 4,703 15,034 3,001 54
Historical cost
Cost 1,185 5,716 5,886 9,074 21,861 755 60
Accumuiated depreciation 150 2,892 - 4,371 7,413 - 6
1,035 2,824 5,886 4,703 14,448 755 54
The hydro-electnc power plant and equipment was under construction at the year end
Net bocok value of property, plant and equipment pledged as securnty for bank loans and overdrafts
Net book value
2012 2011
£000 £000
7,161 10,692

The investment properties held by Jensen Enterpnses inc and Jensen Group Limited Partners | Fund were professionally valued at
31 December 2012 and 31 December 2011 by independent Chartered Surveyors, Colliers Intemational, industry specialists in
valuing all types of investment properbes

Valuation method

The investment properties have been vatued on the bas:s of the Sales Companson Approach which assumes that market
participants sell and buy properties analysing market information on similar transacttons It 1s assumed that a reasonable buyer
would not pay a pnce exceeding the best market pnce asked for a property of comparable quality and use The appraiser produces
an indication of value by companng the subject property with similar properties recently sold in the market, taking into account
differences between the subject property and comparable sales These sale prices are used to indicate a range in which the
estimated value for the subject property will fall

The freehold properties recogrised at directors’ valuation are all located in southemn Afrnca and have been valued on a depreciated
replacement cost basis, which has required the Group to make vanous estmates about bullding replacement costs and the
expected useful Iife of the assets Accordingly, a degree of judgement has been apphed to these valuatons This method of
valuation has been used consistently for several years to value the Group's Afncan property assets
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Notes to the accounts (continued)

12 Property, plant and equipment and investment properties {continued)

Group Company
Hydro-electric Plant,

Land and buildings power  eguipment Equipment
Long plant and and motor Investmaent and motor
Freehold leasehold equipment vehicles Total properties vehicles
£000 £000 £000 £000 £000 £000 £000

Year ended 31 December 2011
Opening cost or valuation 2154 6,978 - 12,816 21,948 3,579 65
Exchange differences (65) 52 - {472) (485) 3 -
Revaluation of property - - - - - 37 -
Addibons 182 211 2,182 1,710 4,285 14 -
Disposals - {856) - (289) (1,145) (693) -
Closing cost or valuation 2,271 6,385 2,182 13,765 24,603 2,940 65
Al professional valuation 2011 — - — — — 2.940 -
Al directors’ valuation 2,21 - - - 2,271 - -
At cost - 6,385 2,182 13,765 22,332 - 65
Opening accumulated depreciation ™ 2,304 - 6,292 9,297 - 40
Exchange differences {12) 17 - {145) (140) - -
Charge for the year 21 455 - 974 1,450 - 9
Cisposals - (118) - {124} (242) - -
Closing accumulated depreciation 710 2,658 - 6,997 10,365 - 49
Net book value 1,561 3.727 2,182 6,768 14,238 2,940 16

Historical cost

Cost 1,132 6,376 2,182 13,765 23,455 749 85
Accumulated depreciation 167 2,649 - 6,997 9,813 - 49
965 3,727 2,182 6,768 13,642 749 18

13 Capital and operating lease commitments

The Group had commitments for capital expenditure contracted for, but not provided at 31 December 2012, amounting to £87,000
{2011 £661,000) This excludes any replanting and estate development costs which are incurred on an ongoing basis

The Group had future mimimum lease payments under a non-cancellable operating lease for each of the following penods

Land and buldings

2012 2011
£000 £000
Not later than one year 22 31
Later than one year and not later than five years 170 -

The operating lease commitments represent rentals payable by the Group for office premises The lease has a term of five years at

a fixed rent, expiing in August 2017

PGI Group Limited
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Notes to the accounts (continued)
14 Investments

The share of the associates’ results relate to a 15 89% interest in Eastwood Commercial Ventures Inc and a 20% interest in K2
Management Ltd , both of which are pan of Jensen Group and have been accounted for in accordance with IAS 28 — Investments in
Associates

Other unlisted

Investments Associates

2012 2011 2012 2011
Group £000 £000 £000 £000
Analysis of movemnent dunng the year
At beginning of year 52 82 443 385
Share of results (net of tax) - - 220 155
Dividends paid - - (141) (235)
Loan advance - - - 13
New investments - - - 118
Exchange differences {2} - (24) 7
At end of year 50 52 498 443

Other unlisted investments are recognised at cost In the balance sheet at £50,000 (2014 £52,000)

Associates
2012 2011
Share of the associates’ balance sheet £000 £000
Non-current assets 622 593
Current assets 17 56
Current habilibes (31) (99)
Non-current habiives {104) (107)
Carrying amount of investment 498 443
Share of the associates’ revenue and profits
Revenue 307 322
Profit 220 155
Subsidiary undertakings
Shares Loans Total
Company £000 £000 £000
At 1 January 2011 3,308 34,696 38,004
Decrease - (2,973} {2,973)
At 31 December 2011 3,308 31,723 35,031
Decrease - (1,743) {1,743)
At 31 December 2012 3,308 29,980 33,288

Management charges made by the Company to group subsidianes amounted to £3 106,000 (2011 £2,811,000)

Subsidiary undertakings

All subsidiary undertakings listed on page 36 operate pnncipally in thewr country of incorporaton The subsidiary undertakings which
are incorporated in Great Bntan are registered in England and Wales All the holdings in the operating entities are held through
subsidiary undertakings

15 Inventories

2012 2011
£000 £000
Produce 905 1,452
Raw matenal 3,021 3,524
3,928 4,976
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16 Trade and other raceivables

Group Company

2012 2011 2012 2011
£000 £000 £000 £000

Due within one year
Trade recewvables 1,745 2,822 - -
Other receivables 1,344 1,381 10 24
Prepayments and accrued income 593 153 33 22
3,682 4,356 43 46

Credit nsk

The Group's pnncipal financial assets are cash and cash equivalents and trade and other receivables The Group's credit nsk 1s
pnmanly attnbutable to its trade and other receivables The Group has no significant concentration of credit nsk, with exposure
spread over a number of customers The Group's ¢credit nsk policy 1s set out in Note 24

As at 31 December 2012, trade and other receivables presented in the statement of financial position have been reduced by a
provision which may be necessary for doubtful recevables of £113,000 (2011 £26,000)

Movement in prowvision for doubtful receivables

2012 2011
£000 £000
At 1 January 28 17
Amounts written off dunng the year (26) (17)
Provision for doubtful recewvables 113 26
At 31 December 113 26
As at 31 December, the ageing analysis of trade receivables is as follows
Neither Past due but not impaired
past due less than more than
Total nor impatred 3months 3 -6 months 6 months
£000 £000 £000 £000 £000
2012 1,745 1,542 203 - -
2011 2,822 2,818 - 1 3
17 Share capital
Issued and Issued and
Authonsed fully paid Authorsed fully paid
Ordinary shares of £250 each number number £000 £000
At 31 December 2012 and 2011 200,000 126,511 50,000 31,828
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18 Reserves and non-controlling interests

The movement on reserves and non-controling interests 1 shown in the statements of changes in equity on page 10 Distnbutons
to owners of the parent may not be made from either the Company's share premium account or its capital redempbon reserve

Foreign currency translation reserve

The foreign currency translaton reserve 1S used to record exchange differences ansing from the translaton of the financial
statements of foreign subsidianes This reserve 1s included in the accompanying consolidated statement of changes i equity wathin
both revaluation reserve and retained earmings The movement on this reserve for the years ended 31 December 2012 and 201115
as follows

Revaluation Retained
reserve Eamings Total
£000 £000 £060

Exchange differences on translation of net pverseas assets
Opening balance 1 January 2011 (450) {8.141) {8,591}
Movement for the year {14) (885) (999)
At 31 December 2011 (464) {9,126) {9,590)
Movement for the year (369) {7,183} {7,552)
Reclassification of exchange losses to profit and loss on disposal of
subsidiary - 9 g
At 31 December 2012 (833) (16,300) (17,133)

Remittances of profits and repayment of loans and advances in Malaw and Zimbabwe are subject to exchange control approval by
the Reserve Bank in both of those countnes

19 Interest bearing loans and borrowings

Group Company

2012 2011 2012 2011

£000 £000 £000 £000

Bank lpans and overdrafis — secured (1) 7,556 9,130 - -
Bank loans and overdrafts are repayable

Within one year 1,839 7,033 - -

Between one and two years 3,347 1,243 - -

Between two and five years 2,062 854 - -

After five years 308 - - —

7,556 9,130 - -

Due within one year 1,839 7.033 - -

Due after more than one year 5,717 2,097 - -

7,556 9,130 - -

(1) Bank lcans and overdrafts are secured by floating charges over cerain assets of the Group and by fixed charges over certain property, plant and
equipment and book debts
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20 Trade and other payables

Group Company
2012 2011 2012 2011
£000 £000 £000 £000
Due within one year
Trade payables 2,832 1,201 4 3
Other taxation and social securnity 25 32 22 22
Accruals and deferred income 2,242 1,661 717 537
Other payables 626 891 32 5
5,725 3,785 775 567
Due after one year
Trade payables 144 158 - -
Other payables - 100 - -
144 258 - -
21 Provisions for deferred tax llabihties
The Group's provision for deferred tax comprises
2012 2011
£000 £000
Accelerated tax depreciation 534 1,226
Unrealsed foreign exchange differences {134) 59
Other temporary differences 170 314
Tax losses {22) {131)
Provision for deferred tax on temporary differences 548 1,468
Potential tax due on property revaluations and fair value adjusiments {net) 3,788 1,922
Total provision for deferred tax 4,336 3,390
The movement in the provision for deferred tax was
At 1 January 3,390 3,080
Deferred tax charge in income statement {Note 7a)
Current year 1,711 562
Impact of change in Zambian tax rate 45 -
Pnor year adjustment 402 38
2,218 600
Changes in patential tax on revaluation surpluses and fair value adjustments charged to
Retained earmings 71 35
Revaluation reserve 241 -
312 35
Transfer to current tax habihtes - (138)
Exchange differences {1,584) (197}
At 31 December 4,336 3,390
The deferred tax balance compnses
Deferred tax assets (364) (398)
Deferred tax habilities 4,700 3,788

The deferred tax asset relates to the crystallisation of a capital gain payable by Jensen Enterprises Inc The balance of the deferred
tax asset at the year end amounting to £364,000 will be offset against the tax hability ansing on the disposal of investment
properties currently being marketed, in which Jensen Enterpnses Inc, as the property fund manager, has a camed interest

There are losses ansing in the UK of approximately £1 77 million {2011 £4 20 millon) which are available to offset against future
taxable profits in the companies in which the loss arose There are also capital losses of £7 03 mullion (2011 £7 03 mdlion) which
are available to offset against future capital gains ansing in the UK The total potential deferred tax asset of £2 02 million in relation
to these losses has not been recognised as there 1s insufficient ewidence of future profits against which this asset could be utiised

The Group also has losses ansing in Zimbabwe of approximately £2 7 million (2011 £2 3 milhon) The potential deferred tax asset
at 31 December 2012 of some £695,000 has not been recogrised as there is insufficient evidence of future profits against which

this asset could be utilised
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22 Retirement benefit liabilities

The retirement benefit labilibes of the Group and Company are summansed below

2012 2011
£000 E00Q
PGl Group Pension Plan 6,535 6,517

The Group operates a funded defined benefits pension plan in the United Kingdom, the PGI Group Pension Plan, which was closed
to future acerual for active members from 1 October 2011 Total contnbutions to this plan amounted to £415,000 (2011 £411,000)
The Group incurred other pension costs of £127,000 (2011 £76,000) for certain employees in respect of defined contnbution plans

The total membership of the plan at 31 December 2012 and the average ages were as follows

Active members Deferred pensioners Pensioners Total
Number Average age Number Average age Number Average age Number Average age
Males - - 226 61 228 74 454 67
Females - - 57 58 131 76 188 71
Total - - 283 59 359 73 642 68

The total pensions paid dunng the year ended 31 December 2012 amounted to £738,000 (2011 £698,000) A summary of the
unaudited financial statements of the scheme for 2012 and the audited financial statements of the previous year 1s shown below

2012 2011
£000 £000
Employer’'s contnbutions 415 411
Benefits payable
Pensions (738) (698}
Commutation and lump sum benefits (388) {157)
{1,126) (855h)
Term insurance pension premiums (3) (4)
Administration expenses (94) {82}
Net retum on investments 1,428 14
Net increase/(decrease) in the fund 620 (516)
Net assets at 1 January 12,496 13,012
Net assets at 31 December 13,116 12,496
Net assets statement at 31 December
2012 2011
£000 % of total £000 % of total
Investments
Managed equity funds
Aquila Life UK Equity Index fund 4,743 36 4,223 34
BlackRock Emerging Markets Index fund 1,635 12 1,428 k!
Aguila Life Overseas Fixed Bench Equity fund 1,525 1 1,348 11
Managed git and corporate bond funds
Aguila Life 5 to 15 years UK Gilt index fund 2,031 16 2,671 21
Aquila Life Corporate Bond 5 to 15 years fund 3,050 24 2,711 22
12,984 99 12,381 99
Other assets
Cash deposits - - 50 -
AVC investments 7 - 7 —
Net current assets 125 1 58 1
132 1 115 1
Total net assets 13,116 100 12,496 100

The Pension Plan’s investment managers, BlackRock are responsible for investing the plan's assets in indexed linked funds in the
proportions agreed with the trustees The trustees meet regularly with BlackRock to monitor perfformance of the portfolio
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22 Retirement benefit habilities (continued)

The last full actuanal valuation of the plan was performed by the Plan's actuanes, cprmm, as at 1 January 2011 The valuaton was
camed out using the Defined Accrued Benefit Method The funding method has ¢hanged since last time's valuation because the
Plan has closed to future accrual and this methed 1s now considered more appropnate than the Projected Unit Method The
prncipal econormic assumptons were a valuation rate of interest of 6 1% and an allowance of 3 3% per annum for Increases to
pensions in payment of 5% per annum or RPI If less

On a continuing valuation basis, the funding position at 1 January 2011 was

£000
Past service liabihties 15,507
Value of assets 13,005
Deficit (2,502)
Funding level 84%

In addibion to the funding leve! on the continuing valuation basis, the asset coverage has also been calculated at 72% on a Section
179 (PPF valuation) basis and 51% on a solvency (winding-up) basis

1AS 19 Disclosures
To assess the position of the plan at 31 December 2012, the IAS 19 disclosures have been calculated on an approximate basis by
appropnately adjusting and updating the results for the latest actuanal valuation at 1 January 2011

Reconcihiation of opening and closing balances of the present value of the defined benefit obligation

2012 20m

£000 £000
Defined benefit obligation at start of year 19,013 16,903
Current service cost 94 127
Interest cost 867 B9C
Actuanal losses 200 2,126
Benefits paid, death in service insurance premiums and expenses (1,223) (1,033)
Defined benefit obigation at end of year 19,651 19,013
Reconcihation of opening and closing balances of the fair value of plan assets

2012 2011

£000 £000
Fair value of assets at start of year 12,496 13,012
Expected return on assets 841 808
Actuanal gains 787 {702)
Contrnbutions by employer 415 411
Benefits paid, death in service insurance premiums and expenses {1,223} {1,033)
Fair value of assets at end of year 13,116 12,496
The charge to the Income statement compnses

2012 2011

£000 £000
Current service charge (94) (127)
Curtalment gain - 92
Other finance charges

Interest on pension plan habilitres {867) (890)
Expected return on pension plan assets 641 716

Other finance charges {226) (174)
Tota! pension cost recogrused in the income statement {320) (209)
Present values of defined benefit obligations, fair value of assets and deficit

2012 2011

£000 £000
Present value of defined benefit obligation (19,651} {19,013}
Fair value of plan assels 13,116 12,496
Deficit in plan recognised in the balance sheet (6,535} {6,517)
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22 Retirement benefit habilities (continued)

Expected long term rates of return

The expected long term return on cash 15 based on rates of deposit interest available at the balance sheet date The expected
return on bonds 15 determined by reference to UK long dated gilt and bond vields at the balance sheet date The expected rate of
retumn on equities has been determined by sething an appropnate nsk premium above gilt and bond yields having regard to market

conditions at the balance sheet date

The expected long term rates of retum are as follows

2012 2011 2010 2009 2008
Equities 6 20% 6 70% 7 50% 7 00% 7 00%
Bonds 330% 3 60% 5 50% 5 50% 5 50%
Cash 0 50% 0 50% 4 15% 4 75% 4 75%
Present values of defined benefit obligations, fair value of assets and deficit
2012 2011 2010 2009 2008
£000 £000 £000 £000 £000
Fair values
Equities 7,903 6,999 7.876 6,852 6,138
Bonds 5,081 5,382 4,969 4,843 4,298
Cash and other net assets 132 115 167 170 113
Present value of ptan 13,116 12,4986 13,012 11,865 10,549
Liablites (19,651) (19.013) (16,903) {16,035) (14,998)
Plan deficit (6,535) {6,517) (3,891} {4,170) (4,449)
Percentage funding 66 7% 85 7% 77 0% 74 0% 70 3%
Contribution rate - 22 1% 22 1% 22 1% 17%
Contnbution towards plan's administration expenses £82,000 £77,000 £77.000 £70,000 £65,000
Addittonal contnbutions £320,000 £279,000 £279,000 £279,000 £210,000
The best estimate of contnbutions to be paid to the plan for the year ending 31 December 2013 1s £414,000
Actual return on plan assets
The actual return on the plan assets over the year ending 31 December 2012 was £1,433,000 (2011 retumn of £14,000)
Major assumptions
2012 2011
% per annum__ % per annum
Inflation 290 290
Salary increases - -
Discount rate 420 470
Pensions in payment increases 280 290
Revaluation rate for deferred pensioners 290 290

The discount rate 1s a key assumption in the valuation of the Plan's habiities which may, within limits, take a range of values The
results quoted are based on a discount rate of 4 2% per annum Adopting a different discount rate would lead to different results
being disclosed For example, if the discount rate was reduced by 0 1% per annum, the habilites would increase by approximately
£280,000 for the Plan There would be a similar reduction of habtlibes if the discount rate was increased by 0 1% per annum

Mortali
The mo?t’ahty assumphions adopted at 31 December 2012 imply the following future hife expectatons at age 65

Years Years
Male currently aged 45 209 208
Female currently aged 45 24.9 249
Male currently aged 65 188 187
Female currently aged 65 230 229
Movement in the plan deficit duning the year

2012 2011

£000 £000
Deficit at 1 January (6,517) (3,891)
Pension expenses recogmised in the income statement {320) {209)
Amounts recogrised in other comprehensive ncome {113} (2,828)
Contnbutions by employer 415 411
Deficit at 31 December (6,535) {6,517)
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22 Retirement benefit hlabilities (continued)

The actuanal loss/(gain} recognised in other comprehensive Income compnses

2012 2011
£000 £000
Expernence adjustment on plan assets {787) 702
Expenence adjustment on plan habilittes 119 56
Effect of change in assumptions 781 2,070
113 2,828
23 Consolidated cash flow statement
Analysis of net debt
Opening Closing
balance Cash Exchange balance
2012 Flow Transfers movemnent 2012
£000 £000 £000 £000 £000
Cash 7,157 774 - (297) 7,834
Overdrafts (6,160) 2,709 - 3,027 (424)
Cash and cash eguivalents 997 3,483 - 2,730 7,210
Debt due wthin one year (873) {499) (336) 293 (1,415)
Debt due after more than one year (2,097) (4,557) 336 601 (5,717)
(1,873) (1,573) — 3,624 78

During the financial year, the Group disposed of a wholly owned subsidiary, Chakkmbana Fresh Produce Ltd The proceeds
consisted entirely of cash The disposal was nol treated as a discontinued operation as the subsidiary was not considered tobe a
separate major ine of business The disposal had the following effect on the Group’s assets and habilibes

£000
Biological assets 46
Property, plant and equipment 670
Inventones 315
Trade receivables 155
Cash and cash equivalents {381)
Trade payables {31)
Net assets disposed of 774
Reclassification of exchange diferences from translation reserve 9
Profit on disposal of subsidiary 376
Total disposal proceeds 1,159
Cash and cash equivalents disposed of 381
Net cash inflow to the group 1,540

24 Financial nsk management objectives and policies

Policy

The Group's principal financial habihties, other than denvatives, compnise bank loans, overdrafts and trade payables The purpose
of bank loans and overdrafts is to raise finance for the Group's operations The Group has vanous financial assets such as trade
recevables and cash and short-term deposits, which anse directly from its operations

The Group entered into denvative transactions dunng 2012, namely forward currency contracts The purpose 1s to manage currency

nsks ansing from the Group’s operations

It1s and has been throughout 2012 and 2011 the Group's policy that no trading in denvatives shall be undertaken

The Group's actimties expose 1t to varying degrees of financial nsk Foreign cumrency nsk i1s the most significant aspect for the
Group in the area of financial instruments It is exposed to a lesser extent to other risks such as interest rate nsk and hquidity nsk
The Board reviews and agrees policies for managing nsks in order to minimise potential adverse effects on the Group's financial

performance

Foreign currency risk

The Group operates internationally and 1s exposed to foreign exchange nsk ansing from commercial ransactions, recognised
assets and habilities and net investments in foreign operations Exposure to commercial transactions anses from sales or
purchases by operating companies in currencies other than the companies’ functional currency The Group sometmes uses
forward currency contracts to hedge significant sales or purchases denominated in foreign currencies
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24 Financial risk management objectives and policies {continued)

The Group which is based in the UK and reports in pound sterling, has stignificant investment in overseas operations in the
Southem Afncan states of Malawt, Zambia and Zimbabwe Some of these countnes have currencies which are referred to as 'soft’
currencies and as a result, the Group’s balance sheet can be significantly affected by movements in these countnes’ exchange
rates Some of these currency denominated net assets are partially hedged by local borrowings Currency exposures are reviewed
regularly

The table below shows the extent at 31 December 2012 to which the Group companies have monetary assets and liabilites in
currencies other than their functonal currency Foreign exchange differences on retranstation of such assets and liabilites are
taken to the income statement

Net foreign currency monetary assetsi{habihities)

2012 2011

uss Euro Other Total uss Euro Other Total
Group £000 £000 £000 E£000 £000 £000 £000 £000
Functional currency of Group
operations
Malawn Kwacha (3,385) - (8) (3,393) (935) - (77) {1,012)
Russia US dollar - - (14) (14) - - 20 20
UK Pound stering 2,738 22 - 2,760 1121 273 - 1,394
Zambia US dollar - 825 826 1,651 - 706 4186 1,122
Zimbabwe US dollar - - - - - - (98) (98)

{847) 847 804 1,004 186 979 261 1,426

The following table demonstrates the sensitmty to a possible change in the £ sterling exchange rate, with all other vanables held
constant, on the Group's profit before tax, due to foreigh exchange movements on non-functional currency monetary assets and
labihbes as at the year end

Increase/decrease in £ Effect on profit before tax
exchange rate against  Russian rouble US dollar Euro Other Total
non-functonal currency £000 £000 £000 £000 £000
2012 +10% 1 59 ) 19 2
- 10% (1) (65) B4 (21) (3)
2011 +10% {4) (17) (89) 16 (94)
-10% 4 19 98 {18) 103

Interest rate risk
The Group borrows funds coverseas and Is therefore exposed to fluctuations due to changes in market interest rates Short term
borrowings are at floating interest rates, which are mainly expressed as a percentage above local bank base rates

The Group's policy i1s to place surplus funds on short-term deposit In overseas countries these deposits are sometimes made in US
dollars to protect against currency fluctuations

The Group’'s policy 1s to manage its interest cost using a mix of fixed and vanable rate borrowings

Interest rate risk
The interest rate profile of the Group’s borrowangs at 31 December 2012 and 2011 were

Fixed rate
Weighted average
Floating rate Fixed rate Total nterest rate  fixed penod
£000 £000 £000 % years
2012
US dollar 2,892 4,533 7,425 81 41
Euro - - -
Malaw kwacha 131 - 131
3,023 4,533 7,556
2011
US dollar 2178 1,674 3,852 78 30
Euro 100 - 100
Malaw kwacha 5178 - 5,178
7,456 1,674 9,130

Interest on floating rate borrowings ts re-pnced at intervals of less than one year Interest on borrowings classified as fixed rate 1s
fixed until the matunty of the instrument The fair value of borrowings approximate to the above stated carrying values
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24 Financial risk management objectives and policies {(continued)

The Group's exposure to the nsk of changes in market interest rates relates pnmanty to the Group's long-term debt obligations with
floating interest rates

Interest nsk table
The following table demonstrates the sensitivity of the Group's profit before tax to a possible change 1n interest rates on floating rate
borrowings as at 31 December 2012, wath all other vanables held constant

Effect on profit
% Increase/ before tax
decrease £000
2012
US Dollar £ 10% 1289
Euro 1 10% t -
Malawi kwacha 1t 10% 13
2011
US dollar 1 10% +218
Euro 1 10% + 10
Matlaw kwacha 1 10% + 518
Credit nsk

The Group trades only with recogrised, creditworthy third parttes [t 1s the Group's policy that all customers who wish to trade on
credit terms are subject to credit venfication procedures In addibon, receivable balances are monitored on an ongoing basis with
the result that the Group's exposure to bad debts ts not significant The maximum exposure 15 the camying amount as disclosed in
Note 16

With respect to credit nsk ansing from the other financial assets of the Group, which mainly compnse cash and cash equivalents,
the Group's exposure to credit nsk anses from default of the counterparty, with a maximum exposure equal to the camyng amount
of these instruments

Liquidity risk

Liquidity nsk reflects the nsk that the Group will have insufficient resources to meet its financial labilites as they fall due The Group
manages hquidity nsk by holding significant cash deposits in the UK and maintaining adequate overseas borrowing facilities for the
short and medium term i1n order to meet all its potential habilibes as they fall due, iIncluding shareholder distnbutions The Group has
vanous sources of overseas funding The overseas bank faciities have recently been renewed and the directors are not aware of
any reason why these faciites should not be renewed in future

The Group manages iquidity nsk by conbinuousty monitonng forecast and actual cash flows to ensure berrowings remawn within
short and medium term facihities

The directors also keep under review the balance of capital and debt funding of the group on an en-going basis

The table below summanses the matunty of the Group's finangial habiihes at 31 December 2012 based on contractual
undiscounted payments

Between Between
Less than 1and 2 2and5 Over
1 year years years 5 years Total
£000 £000 £000 £000 £000
Year ended 31 December 2012
Interest beanng loans and borrowings 1,839 3,347 2,062 308 7,556
Other habihties 2,893 - - - 2,893
Trade and other payables 2,832 144 - - 2,976
7,564 3,491 2,062 308 13,425
Year ended 31 December 2011
Interest beanng loans and borromngs 7,033 1,243 854 - 9,130
Other llabihties 2,584 - - 100 2,684
Trade and other payables 1,201 158 - - 1,359
10,818 1,401 854 100 13,173
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24 Financial risk management objectives and policies {continued)

Capital management

The main objective of the Group's capital management I1s to safeguard the Group’s ability to continue as a going concern In order to

maxim:se shareholder value In the tong term

The Group manages its capital structure and makes adjustments to it, in light of changes in economic conditiens To maintain or
adjust the capital structure, the Group may adjust the divdend payment to shareholders, retum capital to shareholders or 1ssue new

shares No changes were made In the objectives, policies or processes dunng the years ended 31 December 2012 and 31

December 2011

The Group monitors capital using a geanng ratio, which 1s net debt dvided by total capital The Group includes within net debt,
interest beanng loans and borrowings less cash and cash equivalents Capital includes the net equity attributable to the equity

holders of the parent less the revaluation reserve At 31 December 2012 the Group had no net debt The geanng ratio at 31

December 2011 was 8%

25 Financial instruments

The carrying amounts and far values of the Group's financial instruments are set out below

Group Company
2012 2011 2012 2011

Categones of financial instruments £000 £000 £000 £000
Financial assels
Trade and other receivables 3,089 4,203 10 24
Cash and cash equivalents 7,634 7157 11,750 10,811
At amortised cost 10,723 11,360 11,760 10,835
Denvative financial instruments at fair value through profit or loss - 204 - 204
Current asset investments at fair value through profit or loss 2,045 12 2,034 -
Total financia! assets 12,768 11,576 13,794 11,039
Financral habilifies
Trade and other payables 5,844 4,011 753 545
Bank overdraft 424 6,160 - -
Interest-bearng loans and borrowings

Floating rate borrowings 2,599 1,296 - -

Fixed rate borrowings 4,533 1,674 - -
At amortised cost 13,400 13,141 753 545
Denvative financial instruments at fair value through profit or loss 18 - 18 —
Total financial labilibes 13,418 13,141 kAl 545

The financial instruments measured at fair value are disclosed using quoted prices in active markets
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25 Financial Instruments (continued)
Fair value reconciliation

Financial assets and habilities — at fair value through profit or loss
Instruments held for trading

Financial Financial

assets habihties

2012 2012

£000 £000

At 1 January 216 -
Exchange differences 1) -
Additions 2,004 -
Losses for year recogrised in income statement (net) (174) {18)
At 31 December 2,045 (18)

Losses of £222,000 are recognised within Finance costs Profits of £30,000 are recogmsed within Fair value adjustment to current
asset Investments

Denvatives not in a formal hedge relationship

The Group's paolicy 1s not to use denvatives for trading purposes, however due to the complex nature of hedge accounting under
IAS 39 some denvatives, namely foreign exchange forward contracts, may not qualify for hedge accounting Changes in the farr
value of denvative instruments that do not qualify for hedge accounting are recognised immed:ately in the income statement

Current asset investments

The Group has designated current asset nvestments as financial assets at fair value through profit or loss Financial assets are
classified as held for trading if they are acquired for the purpose of selling in the near term and are camed in the balance sheet at
fair value with gains or losses recognised in the iIncome statement Dunng the year under review the Group invested £2,004,000 in
a new histed stering bond yielding fixed interest of 6% per annum with a matunty date of 9 October 2019

26 Directors’ emoluments

The emoluments of the directors in respect of quahfying services comprised

2012 2011

£000 £000

Aggregate emoluments 539 644
Soaal secunty costs 60 67
Company pension contributions to defined benefit scheme 14 48
Company pension contributions to defined contribution scheme 24 5
637 764

Number of directors accruing benefits under defined benefit scheme at year end - 1

There were no payments to the directors in the year in respect of a long term incentive plan (2011 £75,000) No share options were
exercised by the directors in the year under review up to 21 May 2012, when all remaiming share options lapsed (2011 nil) For the
purpose of this disclosure, the directors are considered to be the key management of the Group

Emoluments of highest paid director

2012 2011

£000 £000

Aggregate emoluments 295 302
Company pension contributions to defined benefit scheme - 26
Company pension contnbutions to defined contrbution scheme 21 5
316 333

The accrued pension for the highest patd director under the defined benefit scheme at the end of the year amounted to

2012 2011

£000 £000

Highest paid director —~ accrued pension 52 52
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27 Entities treated as subsidianes

During the year, the Group invested in a company engaged n the generation of hydro-electric power in Zimbabwe This company,
together wath a company formed in 2011, engaged in the same power generaton sector tn Zimbabwe, have been treated i the
group accounts as subsidiaries The hydro-electnc power stations, for each company, were under construction at the year end and
are scheduled to be commissioned in 2013 The entibes do not qualify as subsidianes under UK law, but have been consolidated
under IFRS 10, as the substance of the relattonship between the Group and the entiies indicate that both companies are controlled
by the Group

The entibes have been consolidated as the operating and financial policies were determined from the outset by the Group, the
actwities are being conducted on behalf of the Group according to the Group’s specific bustness objectives and the Group bears the
majonty of the risks related to the entibes

28 Related party transactions

a} In addition to the pension contributrans paid to the PG| Group Pension Plan, the Company alse made net payments of £47,000
(2011 £42,000) in respect of administraton and other expenses which have been charged to the plan No amount was
outstanding for payment at 31 December 2012 {2011 nil) Other related party transactions with the Company are covered in
Note 14

b} Two loans amountng to US$5,500,000 (£3,384,000) were received in 2012 from a company controlled by a director, Mr S N
Roditi The loans have been used to finance the Group's hydro-electnc power projects and bear interest at a fixed rate of 12%
per annum Interest accrued in 2012 amounted to US$103,000 (£63,000) The loans are due to be repaid in annual and semi-
annual instalments commencing in 2013 and finishing in 2018

29 Contingent habilities

Part of the estate land of the Group’s subsidianes in Zimbabwe I1s sutject to the land reform programme undertaken by the
Government of Zimbabwe The area designated indludes one of the tea factones and a significant portion of the tea bushes

In September 2005, under the terms of the Constitution of Zmbabwe Amendment (Number 17} Act 2005 promulgated at the time,
freehold tile to land was abolished, with no nght of appeal

In December 2006, the ZImbabwean Govemment enacted the Gazetted Land (Consequential Provisions) Act which made it a
cnminal offence for anyone to live on compulsonly acquired land

In common with other tea and tmber businesses in Zmbabwe, assurances have been received from representatives of the
Government of Zimbabwe that these enactments will not impinge on the continuing operations of the estates

In March 2008 the Zmbabwe Government enacted the Indigentsation and Ecenomic Empowerment Act (Chapter 14 33) The Act
slates that it 1s designed to endeavour to secure that at least fifty-one per cent of the shares of every public company and any other
business shall be owned by indigenous Zimbabweans The regulations to implement this Act came into force on 1 March 2010 and
there have since been Statutory Instruments amending the regulations, published in June 2010 and March 2011

Itis uncertain as to what impact, if any, this Act might have on the Group's investments in businesses mcorporated in Zmbabwe
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Principal companies

The pnincipal subsidiary undertakings are all audited with the exception of Penshables Direct Ltd, which 1s exempt from statutory
audit The percentages held by the Group in the subsidiary undertakings at 31 December 2012 were as follows

Country of  Percentage
Incorporation held by Group

Pnngipal activibes

Agnbusinesses
Lujen Tea Estates Ltd
Thyolo Nut Company Ltd

Khal Amaz Lig
Eastern Highlands Plantations Ltd

Overseas Farmers Group Ltd
Tree Nuts Direct Ltd
Penshables Direct Ltd

Investment property management

Jensen Partners LLC and its subsidiary undertakings
Jensen Ltd

Jensen Lid — subsidiary undertakings

Malaw
Malaw

Zambia
Zimbabwe
UK

UK
Bnbsh Virgin Islands

USA
Cayman Islands
Cayman Islands

100
100

75

100

100

100
75

80
80
71

Tea and macadamia estates
Macadama processing

Rose producer
Tea estates
Logistics and marketing

Logistics and marketing
Leogistics and marketing

Property iInvestment management
and development in Russia
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Independent Auditor’s Report
INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF
PGI GROUP LIMITED

We have audited the group and parent company financial statements (“the financial statements™ on pages 6 to 36 The financial
reporting framework that has been applied in their preparation 1s applicable kaw and International Financial Reporting Standards
(IFRSs) as adopted by the European Umion and, as regards the parent company financial statements, as applied in accordance
with the prowvisions of the Companies Act 2006

This report 1s made sclely to the company's members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act
2006 Our audit work has been undertaken so that we might state to the company’s members those matters we are required to
state to them tn an auditor's report and for no other purpose To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the company and the company's members as a bady, for our audit work, for this report, or for the
opmions we have formed

Respective responsibilities of diractors and auditors

As more fully explained in the Directors’ Responsibiibes Statement set out on page 4, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and farr view Our responsibility 1s to audit the
financial statements in accordance with applicable law and Intemational Standards on Auditing (UK and Ireland) Those standards
require us to comply with the Audiing Practices Board's (APB's} Ethical Standards for Auditors

Scope of the audit of the financial statements
A descnipton of the scope of an audit of financal statements 15 provided on the APB's website at
www frc org uk/apb/scope/pnivate cfm

Opinion on the financial statements

In our opinion,

. the financial statements give a true and fair view of the state of the group's and the parent company's affars as at 31
December 2012 and of the group's profit for the year then ended,

. the group financial statements have been properly prepared in accordance with IFRSs as adopted by the European
Union,

. the parent financial statements have been properly prepared n accordance with IFRSs as adopted by the European
Union and as applied in accordance with the Companies Act 2006, and

. the financia! statements have been prepared n accordance with the requirements of the Companies Act 2006

Opinion on other matters prescnbed by the Companies Act 2006
In our opinion the information given in the Directors’ Report for the financial year for which the finangial statements are prepared 1s
consistent wath the financial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Compamies Act 2006 requires us to report to you if, in our
opinion

. adequate accounting records have not been kept by the parent company, or retums adequate for our audit have not been
received from branches not wisited by us, or

. the parent company financial statements are not in agreement with the accounting records and retumns, or

. certain disclosures of directors’ remuneration specified by law are not made, or

. we have not received all the information and explanations we require for our audit

Bodar T, e unslt 4cp

MARK HARWOQOD (Senior Statutory Auditor)

For and on behalf of BAKER TILLY UK AUDIT LLP, Statutory Auditor
Chartered Accountants

25 Famngdon Street

London EC4A 4AB

\q apmi 2013
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