
FIRST DISCOUNT HOUSE LIMITED
Summarised Financial Statements For The Year Ended 31st December, 2018

    STATEMENT OF COMPREHENSIVE INCOME   
 
STATEMENT OF COMPREHENSIVE INCOME 31-Dec-18  31-Dec-17
 Audited  Audited
 K’000  K’000
Income   
Total income  2,414,436    2,803,248 
Operating expenses  (671,955)   (862,357)
Profit before tax   1,742,481    1,940,891 
Net Impairment Losses on Financial Assets  (125,110)   -   
Income tax expense  (492,218)   (588,063)
Profit for the year  1,125,153    1,352,828 
   
STATEMENT OF FINANCIAL POSITION 31-Dec-18  31-Dec-17 
 Audited  Audited
   (Restated)
 K’000  K’000
ASSETS   
Bank balances and cash 1,159,661   892,359 
Commercial Papers,Treasury and RBM bills 21,935,992   23,296,125 
Loans and bills on buy back 4,896,881   5,069,512 
Other assets 340,086   138,640 
Plant and equipment 170,745  226,952
Total assets 28,503,365   29,623,588 
   
EQUITY AND LIABILITES   
Shareholders’ equity 1,170,754   1,387,377 

Bills on buyback and repurchase agreements 27,238,771   27,941,133 
Other liabilities 93,840   102,960 
Deferred tax  -     744 
Taxation payable  -     191,374 
Total liabilities   27,332,611   28,236,211 
   
Total equity and liabilities 28,503,365   29,623,588 
     
STATEMENT OF CHANGES IN EQUITY 31-Dec-18  31-Dec-17
 Audited  Audited
 K’000  K’000
At the beginning of the year  1,387,377    1,134,549 
IFRS 9 Transition Adjustment (net of tax)  (1,491,776)   -   
Debt Capital Obtained  750,000    -   
Dividend paid  (600,000)   (1,100,000)
Profit for the year  1,125,153    1,352,828 
At the end of the year  1,170,754       1,387,377 
    
STATEMENT OF CASHFLOWS 31-Dec-18  31-Dec-17
 Audited  Audited
   (Restated)
 K’000  K’000
Cash generated from/(used in) operating activities  1,040,457    1,978,945 
Tax paid  (268,152)   (472,891)
Net cash generated from/(used in) operating activities  772,305    1,506,054 
Net cash generated from/(used in) investing activities  (2,116)   2,370 
Net cash used in financing activities  150,000    (1,100,000)
Net increase/(decrease) in cash and cash equivalent  920,189    408,424 
Cash and cash equivalent at the beginning of the year  2,408,461    2,000,037 
Cash and cash equivalent at the end of the year  3,328,650    2,408,461 
   
Cash and cash equivalent comprise:   
Bank balances and cash  1,159,661    892,359 
Malawi Government treasury bills (maturing within 3 months)  2,168,989    1,516,102 
  3,328,650    2,408,461 
   

RESULTS FOR THE YEAR ENDED 31st  DECEMBER, 2018
The Directors present the summarized audited financial results for First Discount 
House Limited for the year ended 31 December, 2018   
     
PERFORMANCE     
First Discount House Limited made profit after tax of MK1.125billion during the 
year from MK1.353billion in 2017, while total income was MK2.414billion from 
MK2.803billion registered in 2017. Cost to Income ratio decreased to 28% from 
31% in the previous year. The Discount House continues to implement initiatives to 
ensure costs are efficiently managed.    

OPERATING ENVIRONMENT 
The operating environment saw headline inflation remain relatively stable moving 
to 9.9% during the year from 7.8% in January, 2018 on account of stable food prices 
and the Kwacha during the year. The policy rate was reduced to 16% from 18%, 
resulting in the all-type Treasury bill declining from an average of 24.01% in 2017 to 
14.61% in 2018 mainly due to the reduction in the policy rate.   
     
ADOPTION OF NEW INTERNATIONAL FINANCIAL 
REPORTING STANDARDS (IFRS) 
New IFRSs have been adopted of which IFRS 9 Financial Instruments (IFRS 9) has the 
most significant impact on the Discount House’s results.  As permitted by IFRS 9, the 
requirements have been applied retrospectively without restating comparatives. 
Differences between previously reported carrying amounts and new carrying 
amounts of financial instruments as of 31 December, 2017 and 1 January, 2018 have 
been recognized in the opening retained earnings. 

BASIS FOR PREPARATION OF SUMMARY FINANCIAL 
STATEMENTS
The Directors have prepared the summary financial statements to meet the 
requirements of the Financial Services Act, 2010. The Directors have considered 
the requirements of the Financial Services Act, 2010 and believe that the summary 
statements of financial position, comprehensive income, changes in equity and cash 
flows are sufficient to meet the requirements of the users of the summary financial 
statements. The amounts in the summary financial statements are prepared in 
accordance with the framework concepts and the measurement and recognition 
requirements of International Financial Reporting Standards. The summary financial 
statements have been derived from the Annual Financial Statements which were 
approved by the board of directors on 27 February, 2019, and are available at the 
registered office of the Discount House.
      
OUTLOOK
We expect the economy to continue on this recovery path in 2019, GDP is 
expected to grow at a rate of 4% as at September, 2018. In the run up to the 
elections, government policy and public spending is likely to be influenced by 
political factors. This may have negative effect on budget implementation with 
a wider budget deficit, which is likely to result in additional borrowing. However, 
The Discount House anticipates tight monetary policy to continue, the Country’s 
GDP to reflect the expected good harvest for the year, Inflation to be maintained 
at the lower level and the exchange rate to be relatively stable for much of 2019. 

It is also expected that the recent drop of the policy rate will result in the all-type 
Treasury bill rates declining. The Discount House through prudent asset acquisition 
and strategic marketing of products is well positioned for significant asset growth 
in 2019.

We are indebted to our esteemed clients, shareholders, management, staff, the 
Government of Malawi, Reserve Bank of Malawi and other stakeholders for their 
continued unwavering support to the First Discount House Limited.  
 

Mike Chiwalo    Mark Mikwamba 
MANAGING DIRECTOR  DIRECTOR

REPORT OF THE INDEPENDENT AUDITOR ON THE 
SUMMARY FINANCIAL STATEMENTS 
OPINION
The summary financial statements, which comprise the summary statement 
of financial position as at 31 December, 2018, the summary statement of 
comprehensive income, summary statement of changes in equity and summary 
statement of cash flows for the year then ended and related notes, are derived from 
the audited financial statements of First Discount House Limited for the year ended 
31 December, 2018.
 
In our opinion, the accompanying summary financial statements are consistent in 
all material respects, with the audited financial statements of First Discount House 
Limited, and the basis described on the basis for preparation paragraph.

SUMMARY FINANCIAL STATEMENTS 
The summary financial statements do not contain all the disclosures required 
by International Financial Reporting Standards. Reading the summary financial 
statements and the auditor’s report thereon, therefore, is not a substitute for 
reading the audited financial statements and the auditor’s report thereon. The 
summary financial statements and the audited financial statements do not reflect 
the effects of events that occurred subsequent to the date of our report on the 
audited financial statements.

THE AUDITED FINANCIAL STATEMENTS AND OUR REPORT 
THEREON 
We expressed an unmodified audit opinion on the audited financial statements in 
our report dated 27 February, 2019. That report also includes the communication of 
key audit matters (KAM). Key audit matters are those matters that in our professional 
judgment, were of most significance in our audit of the financial statements of the 
current year. The key audit matters includes restatement of prior year financial 
statements. The KAM in respect of restatements draws attention to note 1.2 in the 
audited financial statements. Note 1.2 of the audited financial statements indicated 
that the commercial papers and the bills on buy back and repurchase agreements 
have been restated for the year ended 31 December, 2016 and 31 December, 2017. 
The re-assessment of off the balance sheet financial instruments as described in 
the note resulted into recognising financial assets and liabilities on the statement 
of financial position amounting to K16.7billion and K17.7billion respectively. These 
financial instruments did not conform to the requirements of IAS 32 Financial 
instruments: Presentation paragraph 42.  In terms of IAS 8 Accounting Policies, 
Changes in Accounting Estimates and Errors, these represent errors as the amounts 
are qualitatively and quantitatively significant to both current and prior years. 

DIRECTORS’ RESPONSIBILITY FOR THE SUMMARY 
FINANCIAL STATEMENTS 
The directors are responsible for the preparation of the summary financial 
statements in accordance with the basis described  above “basis for preparation 
paragraph”.

AUDITOR’S RESPONSIBILITY 
Our responsibility is to express an opinion on whether the summary financial 
statements are consistent, in all material respects, with the audited financial 
statements based on our procedures, which were conducted in accordance with 
International Standard on Auditing ISA 810 (Revised), Engagements to Report on 
Summary Financial Statements. 

Chartered Accountants 
Madalo Mwenelupembe
Partner 
27 February 2019   
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