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This document comprises a prospectus relating to Umuthi Healthcare Solutions Plc (Company), prepared in 
accordance with the Prospectus Regulation Rules of the Financial Conduct Authority (FCA) made under section 

73A of FSMA and approved by the FCA under section 87A of FSMA.  This document has been filed with the FCA 
and made available to the public in accordance with Rule 3.2 of the Prospectus Regulation Rules.  Applications will 
be made to the FCA for all of the issued ordinary shares of £0.001 each in the Company to be admitted to the 
Official List of the United Kingdom Listing Authority by way of a standard listing under Chapter 14 of the Listing 
Rules and to the London Stock Exchange Plc. (London Stock Exchange) for such Ordinary Shares to be admitted 
to trading on the London Stock Exchange’s main market for listed securities (Admission).  It is expected that 

Admission will become effective and that dealings in the Ordinary Shares will commence at 8.00 a.m. on 2 
September 2020.  

The Company and each of the Directors, whose names appear on page 25 of this document, accept responsibility 
for the information contained in this document. To the best of the knowledge and belief of the Company and the 
Directors, the information contained in this document is in accordance with the facts and this document makes no 
omission likely to affect the import of such information. 

This prospectus has been approved by the Financial Conduct Authority, as competent authority under Regulation 
(EU) 2017/1129. The Financial Conduct Authority only approves this prospectus as meeting the standards of 
completeness, comprehensibility and consistency imposed by Regulation (EU) 2017/1129; such approval should 
not be considered as an endorsement of the issuer that is the subject of this prospectus or an endorsement of the 
quality of the securities that are the subject of this prospectus. Investors should make their own assessment as to 
the suitability of investing in the securities. 

THE WHOLE OF THE TEXT OF THIS DOCUMENT SHOULD BE READ BY SHAREHOLDERS.  YOUR 
ATTENTION IS SPECIFICALLY DRAWN TO THE DISCUSSION OF CERTAIN RISK AND OTHER FACTORS 
THAT SHOULD BE CONSIDERED IN CONNECTION WITH ANY INVESTMENT IN THE ORDINARY SHARES, 
AS SET OUT IN THE SECTION ENTITLED “RISK FACTORS” ON PAGES 10 TO 19 OF THIS DOCUMENT. 

 

 

UMUTHI HEALTHCARE SOLUTIONS PLC 
(Incorporated in England and Wales under the company number 11208220) 

Admission to the Official List (by way of a Standard Listing under Chapter 14 of the Listing Rules) 

and to trading on the London Stock Exchange’s main market for listed securities 

   

APPLICATION WILL BE MADE FOR THE ORDINARY SHARES TO BE ADMITTED TO A STANDARD LISTING ON THE 
OFFICIAL LIST. A STANDARD LISTING WILL AFFORD INVESTORS IN THE COMPANY A LOWER LEVEL OF 
REGULATORY PROTECTION THAN THAT AFFORDED TO INVESTORS IN COMPANIES WITH A PREMIUM LISTING ON 
THE OFFICIAL LIST, WHICH ARE SUBJECT TO ADDITIONAL OBLIGATIONS UNDER THE LISTING RULES. IT SHOULD 
BE NOTED THAT THE UK LISTING AUTHORITY WILL NOT HAVE THE AUTHORITY TO (AND WILL NOT) MONITOR THE 
COMPANY’S COMPLIANCE WITH ANY OF THE LISTING RULES WHICH THE COMPANY HAS INDICATED THAT IT 
INTENDS TO COMPLY WITH ON A VOLUNTARY BASIS, NOR TO IMPOSE SANCTIONS IN RESPECT OF ANY FAILURE 
BY THE COMPANY TO SO COMPLY. 
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SUMMARY 

 

Section A - Introduction and Warnings 

THIS SUMMARY SHOULD BE READ AS AN INTRODUCTION TO THE PROSPECTUS. ANY 

DECISION TO INVEST IN THE SECURITIES SHOULD BE BASED ON CONSIDERATION OF THE 

PROSPECTUS AS A WHOLE BY THE INVESTOR. AN INVESTOR ACQUIRING ORDINARY 

SHARES MAY LOSE ALL OR PART OF THEIR INVESTED CAPITAL. 

Civil liability attaches to those persons who have tabled the summary including any translation thereof, 

but only where the summary is misleading, inaccurate or inconsistent, when read together with the other 

parts of the prospectus, or where it does not provide, when read together with other parts of the 

prospectus, key information in order to aid investors when considering whether to invest in such 

securities. 

Where a claim relating to the information contained in the prospectus is brought before a court, the 

plaintiff investor might, under national law of a Member State, have to bear the costs of translating 

the prospectus before the legal proceedings are initiated. 

Name of Securities Ordinary Shares 

International Securities 

Identification Number (ISIN)  

GB00BJ56HG01 

Offeror Name The legal and commercial name of the Company is Umuthi Healthcare 

Solutions Plc. 

Offeror Contact Details Umuthi Healthcare Solutions Plc 

Eastcastle House, 27 - 28 Eastcastle Street, London, W1W 8DH. 

Offeror LEI 2138001LY71V36R52J72 

Competent Authority and contact 

details 

Financial Conduct Authority 

12 Endeavour Square 

London 

E20 1JN 

Date of approval of Prospectus 27 August 2020 

 

 

Section B – Key Information on the Issuer 

Who is the issuer of the securities?  

Domicile and legal 

form 

England, public company limited by shares under the Companies Act 2006  

LEI 2138001LY71V36R52J72  

Country of 

incorporation 

England  
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Applicable law in the 

jurisdiction of 

incorporation and 

operation. 

English law  

Principal activities The Group operates as a technology enabled healthcare business. The main operating 

subsidiary, Lems, incorporated in South Africa, supplies prescription and other medicines 

(known under South African regulations as “schedule 1-6 medicines”) to medical 

practitioners and health centres with onsite dispensaries in rural and non-rural areas of 

South Africa.  

Lems has purchase arrangements with two established pharmaceutical manufacturers 

and links with networks of doctors across the country via the VProf Contract and V 

Professional Services. 

The Directors have, among other things, relevant experience in the supply and distribution 

of pharmaceutical products and medicines in South Africa as well as in pharmaceutical 

licensing.   

The business is not subject to seasonal risks and the Directors believe that there will 

always be the requirement for medical facilities and suppliers of medicines for healthcare 

professionals. 

  

Major shareholders Except for the interests of those persons set out in this paragraph, the Directors are not 

aware, at the date of this document, of any interest which immediately following Admission 

would amount to 3% or more of the Company’s issued share capital: 

Name Ordinary Shares as 
at the date of this 
document and 
Admission 

Percentage of Share 
Capital 

GV Investments 

Ltd (a company 

beneficially 

owned by Gert 

Viljoen) 

39,214,365 42.62% 

Mr Peter Daniel 

Fitzgibbons 

3,394,184 3.69% 

Gem Global Yield 

Fund LLC SCS 

4,250,000 4.62% 

Silva Arrow 

Investments Ltd 

2,810,635 3.06% 

Ronnell de Villiers 2,810,000 3.05% 

Lezozo 

Enterprises 

Limited 

2,800,000 3.04% 
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Controlling 

shareholder, if any 

GV Investments Ltd (a company beneficially owned by Gert Viljoen) could exercise control 

over the Company and will enter into the Relationship Agreement with the Company 

further details of which are set out in paragraph 9.5 of part VII: Additional Information of 

this document. 

  

Key managing 

directors 

Shaun Ivan Gresse (Non-Executive Chairman) 

Gerhardus (“Gert”) Petrus Viljoen (Chief Executive Director) 

Petrus (Pieter) Johannes Grimes (Chief Financial Officer) 

 

  

Statutory Auditors PKF Littlejohn LLP   
 

  

What is the key financial information regarding the issuer? 
 

 

Umuthi Healthcare Solutions Plc 

  

 

 

Table 1: Income statement for non-financial entities (equity securities) 

 

 

 

For the period ended 

31 August 2019 

For the period ended 

28 February 2018 

For the year ended  

28 February 2019 

Total Revenue - - - 

Operating profit/loss  - - - 

Net profit or loss - - - 
 

  

 

Table 2: Balance sheet for non-financial entities (equity securities) 

 As at 

 31 August 2019 

As at 

 28 February 2018 

As at 

 28 February 2019 

Total assets 65,001 65,001 65,001 

Total equity 1 1 1 

Net financial debt  65,000 65,000 65,000 
 

  

 

Table 3: Cash flow statement for non-financial entities (equity securities) 

 

 For the year ended 

31 August 2019 

For the year ended 

28 February 2018 

For the year ended 

28 February 2019 

Relevant net Cash flows from 

operating activities 

- - - 

 

  

 
 

 

LEMS Pharmaceutical Ltd 
 

  

 

Table 1: Income statement for non-financial entities (equity securities) 

 

 For the year ended  

31 August 2019 

For the year ended  

31 August 2018 

 

Total Revenue 415,824 50,086  

Operating profit/loss  (336,547) (40,157)  

Net profit or loss 79,277 

 

For the year ended 
28 February 2019 

9,929 

 

For the year ended 
28 February 2018 

 

 

For the year ended 
28 February 2017 
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Total Revenue 87,449 105,865 134,026 

Operating profit/loss  49,358        (233,209) (223,937) 

Net profit or loss 49,357 (256,889) (224,262) 
 

 

Table 2: Balance sheet for non-financial entities (equity securities) 

 As at 

 31 August 2019 

As at 

 31 August 2018 

 

Total assets 1,101,699 994,076  

Total equity 1,003,110 224,757  

Net financial debt  98,589 769,319  
 

  

 

 As at 

 28 February 2019 

As at 

 28 February 2018 

As at 

 28 February 2017 

Total assets 751,574 893,555 115,148 

Total equity 564,050 357,346 (706,836) 

Net financial debt  187,524 536,209 821,984 
 
 
 
 

  

 

Table 3: Cash flow statement for non-financial entities (equity securities) 

 For the year ended 

31 August 2019 

For the year ended 

31 August 2018 

 

Relevant net Cash flows from 

operating activities 
143,914 121,495  

 

 

 For the year ended 

28 February 2019 

For the year ended 

28 February 2018 

For the year ended 

28 February 2017 

Relevant net Cash flows from 

operating activities 
9,161 (222,770) (242,515) 

 

 

  

What are the key risks that are specific to the issuer?   

 The loss of the services of any of the Directors may have an adverse material effect on the business, 

operations, revenues, customer relationships and/or prospects of the Group. The loss of existing 

specialised personnel and senior management and the failure to successfully recruit replacements in a 

timely manner, or at all, would also have a material adverse effect on its business, prospects, financial 

condition and results of operations. 

 The VProf Contract can be terminated by V Professional Services on 90 days' notice from 20 July 2024. 

This would deprive the Group of its referrals from V Professional Services, access to potential customers 

and its association with SAMA which it has by virtue of its relationship with V Professional Services. 

 Lems Pharmaceutical is licensed to supply medical products to licensed pharmacies and medical 

practitioners only. If this licence was restricted or lost it would have a material adverse effect on Lems’ 

business. 

 Each warehousing facility holding medicines requires a licence to be able to do so. The licence is valid 

for a 12-month period and the onus is on the licence holder to apply for renewal. The renewal process 

involves an inspection of all parts of the facility. There is a risk that a facility may not receive the 

appropriate licence or be instructed to close temporarily as part of an on-going inspection. 

 Lems requires a licence to market, manufacture, distribute, sell or supply medicines or medical devices 

in South Africa. Lems’ licence was last renewed on 18 November 2015 and is valid for five years from 

that date subject to on-going compliance requirements, including costs of licensing and accreditation. Any 
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failure to retain the current licence, obtain necessary renewals or such additional licences as the Board 

may consider desirable may negatively impact the prospects, operations and financial condition of the 

business. 

 The Covid-19 crisis may negatively impact the Company’s supply chain. There is a risk that continued 

reduction in output and/or supply chain issues (affected by suspended operations and flight delays / 

cancellations) may result in the Company having insufficient stock to fulfil orders which would have a 

material impact of the Company’s financial performance. 

 

 

Section C – Key information on the securities 

What are the main features of the securities? 

Type, class and ISIN of 

securities 

The securities the subject of Admission are Ordinary Shares (ISIN 

GB00BJ56HG01) 

Currency, denomination and par 

value of securities  

The Ordinary Shares are denominated in pounds sterling at a par value of 

£0.001 each. 

Number of securities issued The Company has 92,000,000 Ordinary Shares in issue as at the date of 

this document and as no Ordinary Shares are being offered, sold or issued 

in connection with Admission. 

Rights attached to the securities Each Ordinary Share ranks pari passu for voting rights, dividends and return 

of capital on winding up. Except as disapplied, Shareholders will have pre-

emption rights which will generally apply in respect of future share issues for 

cash. No pre-emption rights exist in respect of future share issues wholly or 

partly other than for cash. 

Seniority of the securities in the 

event of insolvency 

The Ordinary Shares rank behind all debts and liabilities of the Company 

(secured and unsecured). The Company only has one class of shares, which 

rank pari passu on insolvency. 

Details of any restrictions on 

free transferability of the 

securities 

There are no restrictions in place. 

Dividend or pay-out policy, if any The Company does not intend to pay dividends in the near future as any 

earnings during such time are expected to be retained for use in business 

operations.  The declaration and payment by the Company of any dividends 

and the amount thereof will be in accordance with, and to the extent 

permitted by, all applicable laws and will depend on the results of the 

Company’s operations, its financial position, cash requirements, prospects, 

profits available for distribution and other factors deemed to be relevant at 

the time. 

Where will the securities be traded? 

The securities are subject to an application for admission to trading on a regulated market. 

Market(s) on which the 

securities will be traded, if any 

London Stock Exchange’s Main Market for listed securities. 
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What are the key risks that are specific to the securities? 

 A Standard Listing affords Shareholders a lower level of regulatory protection than a Premium Listing. 

 Any further issues of Ordinary Shares may dilute investors’ shareholdings. The Company may issue 
additional Ordinary Shares to acquire businesses or raise additional equity capital.   

 Returns on investment may not be realised within investors’ perceived reasonable timescales, due to the 
potential illiquidity of the Ordinary Shares. 

 There is no guarantee that the Company will declare dividends on its Ordinary Shares. 

 

Section D – Key information on the offer of securities to the public and/or the admission to trading on a 

regulated market 

Under which conditions and timetable can I invest in this security? 

General terms and conditions of 

the offer 

No Ordinary Shares will be offered, sold or issued in connection with 

Admission. 

Expected timetable of the offer N/A 

Details of the admission to trading 

on a regulated market, if any 

Application has been made to the FCA for the Ordinary Shares to be admitted 

to the Standard Listing segment of the Official List and to the London Stock 

Exchange for such shares to be admitted to trading on the London Stock 

Exchange’s main market for listed securities. 

Plan for distribution N/A  

Amount and percentage of 

dilution resulting from the offer 

N/A 

Estimate of total expenses of the 

issue and/or offer 

N/A 

Details and amount of estimated 

expenses charged to the investor  

N/A 

Why is this prospectus being produced? 

Reasons for offer and admission 

to trading on a regulated market 

Although no Ordinary Shares will be offered, sold or issued in connection with 
Admission the Directors consider that Admission will enhance the Company’s 
reputation and in the longer term give the Company greater opportunities to 
raise funds. 

Use of Net Proceeds N/A 

Estimated amount of Net 

Proceeds 

N/A 

Confirmation of whether the offer 

underwritten on a firm 

commitment basis, including 

details of any uncovered portion 

N/A 
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Most material conflicts of interest 

pertaining to the offer or 

admission to trading, if any 

There are no material conflicts of interest pertaining to admission to trading. 
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RISK FACTORS 

The investment detailed in this document may not be suitable for all its recipients and 

involves a higher than normal degree of risk. Before making an investment decision, 

prospective investors are advised to consult an investment adviser authorised under the 

Financial Services and Markets Act 2000 who specialises in investments of the kind 

described in this document. Prospective investors should consider carefully whether an 

investment in the Company is suitable for them in the light of their personal circumstances 

and the financial resources available to them. 

Before deciding whether to invest in Ordinary Shares, prospective investors should carefully 

consider the risks described below together with all other information contained in this 

document. 

The risks referred to below are those risks the Company and the Directors consider to be the 

material risks relating to the Company. The risk factors described below may not be exhaustive.  

Additional risks and uncertainties relating to the Company that are not currently known to the 

Directors, or that are currently deemed immaterial, may also have an adverse effect on the 

business of the Company.  If this occurs the price of the Ordinary Shares may decline and 

investors could lose all or part of their investment. 

Prospective investors should note that the risks relating to the Company, the industry and the 

Ordinary Shares summarised in the section of this document headed “Summary” are the risks 

that the Company believes to be the most essential to an assessment by a prospective investor 

of whether to consider an investment in the Ordinary Shares.  However, as the risks relate to 

events and depend on circumstances that may or may not occur in the future, prospective 

investors should consider not only the information on the key risks summarised in the section 

of this document headed “Summary” but also, among other things, the risks and uncertainties 

described below. 

RISKS RELATING TO THE GROUP’S BUSINESS 

Dependence on key executives and personnel 

Although the Directors have entered into service agreements or letters of appointment (as applicable) 

with the Company, the loss of the services of any such individual may have an adverse material effect 

on the business, operations, revenues, customer relationships and/or prospects of the Group. Future 

performance will depend heavily on the Company’s ability to retain the services, personal connections 

and contacts of key executives (particularly the CEO, Gert Viljoen, who is key to maintaining the Group’s 

culture and vision) and to recruit, motivate and retain further suitably skilled, qualified and experienced 

personnel. 

Mr Viljoen’s knowledge of the industry and, in particular, his contacts are an important part of the 

Company’s business plan. If he were to cease to be involved with the Company then the Company may 

struggle to implement its business plan as currently envisaged.  The Company believes that, as a 

significant Shareholder who will be subject to the Relationship Agreement and a service contract, Mr 

Viljoen will continue to be involved with the Company for the foreseeable future. 

Mr Viljoen is supported by the Chief Financial Officer, Pieter Grimes, who was recruited partly because 

of his tenure at a subsidiary of Clinigen Plc, a company listed on the LSE’s AIM market in the healthcare 

sector. The operational management team results in a competent and capable management and 

operations team with a specialist skill set and years’ of experience in the health and logistics sector. 

The loss of, or diminution in, the services of members of the Company’s senior management team or 

an inability to attract and retain additional senior management could have a material adverse effect on 

the Company’s business, financial condition and results of operations. 

There is no assurance that the Company will successfully continue to retain existing specialised 

personnel and senior management or attract additional experienced and qualified senior management 
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specialised personnel required to successfully execute and implement the Company’s business plan, 

which will be particularly important as the Company expands. Competition for such personnel is intense. 

The loss of such personnel and the failure to successfully recruit replacements in a timely manner, or 

at all, would have a material adverse effect on its business, prospects, financial condition and results 

of operations. 

The VProf Contract may be terminated 

Under the terms of the VProf Contract, V Professional Services is obligated to give the Group access 

to its internal database of doctors and medical practitioners, refer doctors and medical practitioners to 

the Group and provide relevant sales leads. In addition V Professional Services will advertise the 

Group’s services and make the Lems App available on its website. V Professional Services will also 

procure that SAMA does likewise. The VProf Contract (which came into effect on 20 July 2019) is 

terminable by either party on 90 days’ notice following the expiry of a 60 month term. If V Professional 

Services were to terminate the VProf Contract by giving contractual notice to the Group, the Group 

would be deprived of its referrals from V Professional Services and its association with SAMA which it 

has by virtue of its relationship with V Professional Services. As the VProf Contract cannot be 

terminated prior to the 60 month minimum period, the Group should, by that time, be well established 

and not be overly reliant on referrals from V Professional Services, however, such termination may 

have an impact of the perception of the Group and its ability to attract customers and consequently it 

may have a material adverse effect on its business, prospects, financial condition and results of 

operations. 

Risk relating to liability and insurance 

The Group operates in a market which attracts exposure to potentially substantial damages in the event 

of a failure to offer satisfactory services, or in the event of a failure to satisfy all regulatory requirements. 

This includes actions and omissions which may or may not be within the control of the Group. Liabilities 

of this nature could have a significant adverse effect on the business and its financial condition. It may 

not be possible, or the Directors may consider it not commercially viable, to obtain insurance in respect 

of all or any such risks.  

The relationship between SAMA and V Professional Services may end 

The relationship between SAMA and V Professional Services is governed by a contract which is 

renewed annually in April each year and to which the Group is not party. Through the VProf Contract 

the Group gains the indirect endorsement from SAMA (as SAMA will offer the Lems App on its website) 

and has access to the details of the 18,000 doctors who are members of SAMA as well as the further 

7,000 doctors who are not SAMA members that are serviced by VProf. If either SAMA or V Professional 

Services were to terminate or elect not to renew the contract then the Company would lose SAMA’s 

indirect endorsement, which may remove one of the Group’s unique selling points. The Company would 

be unlikely to lose access to most existing members of SAMA, who are also clients of V Professional 

Services but it would lose access to future SAMA members which may have a detrimental impact on 

the Group’s growth in the future. As at the date of this document, the Directors have no reason to 

believe that the relationship between SAMA and V Professional Services will be terminated.  

Early stage companies 

Lems has been in operation since January 2017. 

The Group faces risks frequently encountered by early stage companies.  In particular, future growth 

and prospects will depend on its ability to manage growth and to continue to expand and improve 

operational, financial and management information and quality control systems on a timely basis, whilst 

at the same time maintaining effective cost controls. Any failure to expand and improve operational, 

financial and management information and quality control systems in line with the business’ growth 

could have a material adverse effect on the Group’s business, financial condition and results of 

operations.  The Group has only a limited trading history to date, and investors therefore have a limited 

basis on which to evaluate the business’ ability to achieve the objectives set out in this document.   
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The actual performance of the Group may differ materially from the expectations of both the Directors 

and Shareholders. 

The Group will need to carefully and effectively manage its growth in the future, including the expansion 

of its services into new sales channels and areas. This is particularly so in respect of any acquisitions 

that the Company might make in the future.  

The Group would need its ability to control development and costs, implement and improve operational 

and financial control systems, and to hire, retain, train and manage employees effectively.  Any 

unexpected decline in the growth of revenue without a corresponding decline in operating costs, or an 

inability to manage growth effectively, could result in the operating results being adversely affected. 

Loss of revenue owing to relationships with suppliers  

Lems Pharmaceutical relies on its relationships with certain key suppliers of branded medicines. Lems 

Pharmaceutical’s customers in general prefer to be supplied with major branded products of 

international renown and a worldwide footprint (including Aspen Pharmacare Holdings Limited, Cipla 

Inc. and Adcock Ingram) and it is important for Lems Pharmaceutical to continue to have access to 

these products. While customers prefer such products, should only the generic medicine be available, 

due to the particular product being needed for a specific ailment, generic medicines are often acceptable 

alternatives for customers. 

Any disruption to the relationship with key suppliers could potentially jeopardise Lems Pharmaceutical’s 

access to branded medicines and consequently adversely affect its business. A disruption could be 

caused by a fall out with a supplier relating to commercial issues, trade terms or potentially an 

insolvency issue of a supplier. However there are a number of pharmaceutical suppliers supplying the 

same range of branded products and the generic market is highly competitive and so alternative 

medicines are available. 

The Company has been liaising closely with its main suppliers (Adcock Ingram and Aspen) and has 

been assured by these suppliers that they carry buffer stock of between two and three months’ worth of 

products and therefore do not expect to run short during the Covid-19 crisis. There is however a risk 

that continued reduction in output and/or supply chain issues may result in the Company having 

insufficient stock to fulfil orders which would have a material impact of the Company’s financial 

performance. 

To date, there have been no recorded instances where branded products could not be sourced. 

Lems Pharmaceutical operates and may operate in developing countries giving rise to risks to 

its operations 

Lems Pharmaceutical’s businesses operate in South Africa. Whilst South Africa is a largely developed 

country, it is a higher risk area of operation than Europe, and operations in other parts of Africa have a 

significantly higher risk. These increased risks include including potential political instability, volatile 

market conditions, adverse changes in currency exchange rates, potential for sudden government 

restrictions, unexpected changes in laws and regulations, threatened or actual nationalisation or forced 

acquisition of the Group’s assets, unwillingness, inability or failure of governments, government 

agencies or similar organisations to honour their obligations under contracts or licences, restrictions on 

transfers to foreign investors, difficulties in hiring, training and retaining necessary personnel, inability 

to obtain access to fair and equitable regulatory, administrative and legal systems, corruption, 

compliance and compliances risks, difficulties in enforcing contractual rights and accessing an effective 

legal system. These risks, by themselves or in conjunction with others, could materially adversely affect 

the business, results of the Group’s operations and financial condition.  
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Certain areas where the Group operates or may operate in the future have increased business 

risks, corruption and related risks which could increase the business’ potential liability under 

anti-corruption laws 

The Group is subject to a range of anti-corruption and anti-bribery laws and regulations. These prohibit 

improper payments or offers of improper payments to officials of foreign governments, political parties 

and private persons for the purposes of obtaining or retaining business or securing an improper 

advantage. The Group has in place internal controls and procedures to prevent such payments. Failure 

to comply could expose the Group to criminal or civil proceedings, reputational harm, termination of key 

contracts and a loss of key persons. Actual or alleged violations of applicable laws, regulations, or 

contractual obligations could create substantial liabilities for the business, potentially also causing a 

loss of business opportunities. In particular, under such restrictions, the business may be held 

vicariously liable for third party actions even if such actions are outside the Group’s control.  

Lems operates and is based in South Africa, and therefore is required to comply with Black Economic 

Empowerment requirements. This is a racially selective, affirmative action program from the South 

Africa government aimed at addressing the inequalities of apartheid. Laws put into place under this 

program are designed to strengthen and improve economic growth for black South African citizens.   

The Directors do not believe that the Group’s ability to operate will not be directly affected by its BEE 

status, as it is a wholesaler that does not manufacture or import selected medicines, and does not 

compete for Government projects.  

The Equity Drawdown Facility with GEM allows GEM to subscribe for less or more Ordinary 

Shares than requested by the Company 

Under the terms of the Equity Drawdown Facility the Company may, at any time during the five year 

period commencing on Admission, but subject to certain conditions, require GEM to subscribe for 

Ordinary Shares at a given price. GEM may then elect to subscribe for between 50% and 200% of the 

stated number of Ordinary Shares. If GEM elects to subscribe for 50% of the requested amount of 

Ordinary Shares, the Company may not have access to the funds it requires in the period after the 

expiry of 12 months from the date of this document. Alternatively, if GEM elects to subscribe for 200% 

of the number of Ordinary Shares offered there may be an unwanted dilution of the existing Ordinary 

Shares.  

The Company will therefore need to be very conscious of the requests it makes under the Equity 

Drawdown Facility to enable proper management of the Company’s cash position and shareholding.  

Nothing in this paragraph qualifies the working capital statement made in this document as the 

Company does not anticipate needing to obtain additional financing, including pursuant to the Equity 

Drawdown Facility, in the next 12 months. 

The Company’s business strategy depends on the effectiveness of the operating strategies 

devised by the Directors and there is no assurance that these strategies will be successfully 

implemented or, if implemented, that they will be effective in increasing the valuation of the 

Group 

There can be no assurance that the Group will be able to propose and/or implement effective 

operational improvements for any business which the Group operates or acquires.  In addition, general 

economic and market conditions or other factors outside the Group’s control could make its operating 

strategies difficult to implement. Any failure to implement these strategies successfully and/or the failure 

of these strategies to deliver the anticipated benefits could have a material adverse effect on the 

Group’s results of operations and financial condition.  

Unfavourable general economic conditions may have a negative impact on the results of 

operations, financial condition and prospects of the Group 

The global financial markets are experiencing continued volatility and geopolitical issues and tensions 

continue to arise.  The Group’s markets may experience periods of low growth which have an adverse 
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effect on the demand for the Group’s products and services. Accordingly, the Group’s financial condition 

and prospects may be adversely impacted by unfavourable general global, regional and national 

macroeconomic conditions. 

The insurance that the Group maintains may not fully cover all potential exposures 

The Group arranges insurance through its insurance brokers to cover risks associated with its business 

as the Directors think fit, which may include medical malpractice and negligence, property damage, 

terrorism, business interruption, cyber security and directors’ and officers’ liability.  However, such 

insurance may not cover the cost of all potential losses. 

The Group may require additional capital in the medium to long term and no assurance can be 

given that such capital will be available on acceptable terms or at all 

Outside of the working capital period, the Group may in the future require external funding to finance, 

for example, unforeseen future requirements relating to new product development or capital investment 

or to provide additional working capital in the event that the business incurs sustained losses in the 

medium to long term.  It may be unable to raise such finance from banks, the capital markets or other 

sources of funds on acceptable terms or at all.   

Where the Company issues Ordinary Shares on a non-pre-emptive basis in the future (including on the 

exercise of any options) such issuance will result in Shareholders sustaining dilution of their equity 

holdings in the Company.  For the avoidance of doubt, nothing in this risk factor constitutes a 

qualification of the working capital statement contained in Part VII: Additional Information of this 

document. 

Credit risk 

The Group supplies products to a range of customers and there is a risk that customers will default on 

their payment obligations. As at the date of this document the Group has experienced debtor defaults 

of less than 1% of its total debtors and has no reason to believe that this will increase in the future. 

To mitigate this risk the Group management evaluates credit risk relating to customers on an on-going 

basis. If customers are independently rated, these ratings are used. Otherwise, if there is no 

independent rating, risk control assesses the credit quality of the customer, taking into account its 

financial position, past experience and other factors. Individual risk limits are set based on internal or 

external ratings in accordance with limits set by the board. The utilisation of credit limits is regularly 

monitored. Sales to retail customers are settled in cash or using major credit cards. Credit guarantee 

insurance is purchased when deemed appropriate. 

Foreign exchange risk 

As the Group expands to provide medical products across Africa the Group may be exposed to foreign 

exchange risk arising from various currency exposures. The Group does not hedge foreign exchange 

fluctuations. Currency exposure arising from the net asset foreign operations will be managed primarily 

through borrowings denominated in the relevant foreign currencies. 

No foreign payments were made to suppliers to obtain stock. The only payments in the period that were 

made internationally were for listing fees, audit fees and consultancy fees. Payments are sent to the 

local bank and converted at spot rate for the day. 

RISKS RELATING TO THE PHARMACEUTICAL AND MEDICAL SUPPLIES DISTRIBUTION 

Risks relating to compliance and licensing  

Lems Pharmaceutical is licensed to supply medical products to licensed pharmacies and medical 

practitioners (but not the general public). The loss or restriction of such licensing would have a material 

adverse effect on Lems Pharmaceutical’s business. 

Relicensing 
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Each warehousing facility holding medicines in South Africa requires a licence to be able to do 

so. 

A programme of relicensing inspections will be planned for each calendar year. The onus is on the 

licence holder to apply in time for licence renewal. The licence will be valid for a period of 12 months 

from the date of issuing. After receiving the relicensing request, a checklist will be sent to the facility 

through which facility management declares compliance or non-compliance with each of the points on 

the list. A signed copy needs to be returned. Following this, the inspection visit will take place during 

which the inspection team inspects all parts of the facility. An inspection report is compiled and sent to 

the facility with a new licence and an instruction letter summarising the issues that need to be attended 

to. In exceptional circumstances where circumstances are found to be a threat to safety of patients 

and/or staff, the facility can be instructed to close part of the facility until these matters have been 

attended to.  

Lems has all the appropriate policies and procedures in place to ensure re-licensing. There have been 

no instances where relicensing was not possible. Re-licensing is a straightforward process, as long as 

all the relevant requirements such as temperature control and a licensed pharmacist as in place. 

There is, however, still a risk that a facility operated by Lems may not receive the appropriate licence 

or be instructed to close temporarily as part of an on-going inspection. As detailed above this is believed 

to be unlikely but such an event could have a significant impact of the Group’s ability to operate and/or 

may result in the Group having to spend significant sums to ensure that the facility is improved to enable 

relicensing to occur. 

Licensing of private health care facilities 

Lems is licensed by the Medicines Control Council, which regulates medicines for human and animal 

use on behalf of the Department of Health in South Africa. This is in accordance with the provisions of 

the Medicines and Related Substances Act, 1965 (Act 101 of 1965) of South Africa and the relevant 

Regulations made thereunder. Amongst other things, it is unlawful for medicines or medical devices to 

be marketed, manufactured, distributed and sold or supplied in South Africa, except in accordance with 

the appropriate authorisation, registration certificates, licences, clinical trial approvals or exemptions 

obtained from the Medicines Control Council. The licensing system includes the Council, the Registrar 

of Medicines and the Directorate: Inspectorate and Law Enforcement, whose duties comprise the issue 

of licences to those engaged in the sale or supply of medicines and medical devices by way of wholesale 

dealing. Further, the Good Manufacturing Procedures Inspectorate and the Council are responsible for 

ensuring that licence holders comply with the provisions of their licences.  

Lems’ business is operated under MCC licence number 0000000979 and complies with all appropriate 

regulations to maintain this licence number. The licence was last renewed on 18 November 2015, and 

is valid for five years from that date. The business is reliant upon the maintenance of this licence, and 

will be subject to on-going compliance requirements, including costs of licensing and accreditation. 

There is no guarantee that the Group will continue to be eligible for this licence, or that it will be able to 

continue to maintain its licence.  

The Group may apply for the issue of additional licences to allow for the expansion, growth and 

development of the business. There is no guarantee that such licences will be available to the business 

at that time, within any particular time frame, on commercially acceptable terms, or at all.  

Any failure to retain the current licence, obtain necessary renewals, or such additional licences as the 

Board may consider desirable may negatively impact the prospects, operations and financial condition 

of the business.  

Lems is currently compliant with all relevant licensing requirements and there are no expectations of 

non-compliance at any stage. 

The Covid-19 crisis  

http://www.kznhealth.gov.za/pvt_licence/Re-licensing_application.pdf
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As a supplier of medical and pharmaceutical products the Company is not concerned that Covid-19 

crisis will have an impact on the demand for the products it supplies. The Company does, however, 

believe that there is a risk that its supply chain may be negatively impacted by the Covid-19 crisis. 

A large proportion of the world’s pharmaceutical products are produced in China and India. Extended 

factory closures and supply chain disruptions in China resulting from the Covid-19 crisis have impacted 

the availability of pharmaceutical products; while India’s Directorate General of Foreign Trade 

announced in early March that the country would restrict exports on 26 medical products and 

ingredients, including paracetamol and some antibiotics, which could lead to a subsequent shortage in 

Africa. As at the date of this document, the indications are pharmaceutical-related production in China 

is recovering. In India, production is expected to continue through the lockdown period, however 

capacity will be reduced due to manpower and increasing logistics constraints. Suspended operations, 

flight delays and cancellations resulting from lockdowns are contributing to air freight capacity 

constraints which in turn may impact supply of products. 

The Company has been liaising closely with its main suppliers (Adcock Ingram and Aspen) and has 

been assured by these suppliers that they carry buffer stock of between two to three months’ worth of 

products and therefore do not expect to run short during the Covid-19 crisis. There is however a risk 

that continued reduction in output and/or supply chain issues may result in the Company having 

insufficient stock to fulfil orders which would have a material impact of the Company’s financial 

performance. 

All parties have also been in consultation with The South African Health Products Regulatory Authority 

in this regard. 

SAHPRA, with the financial assistance of government, has put in place a series of initiatives aimed at 

minimising the potential negative impact of the pandemic on the availability of medicines and medical 

devices in South Africa. 

SAHPRA is in constant communication with manufacturers, wholesalers and other healthcare providers 

to identify and respond to medicine and/or medical device shortages that may arise as a result of the 

Covid-19 pandemic. 

Although the scarcity of pharmaceutical products may raise prices, both the cost of medicines and their 

standard exit prices are tightly controlled by the South African government which has indicated that it 

will limit prices rises to 4.53% and ensure that wholesalers are able to maintain their margins. 

The South African government changes its policies regarding the supply of medicines 

The South African government sets, via SAMA sets standard prices for medicines. In addition SAMA 

prohibits the sale of medicines by pharmaceutical companies directly to doctors or medical practices. 

These policies mean that there is a clear market for the medical supply services provided by the Group 

but also that the Group makes fixed and in some cases substantial margins on the sale of products. 

Any change to the South African government’s policies toward the supply of medicines may therefore 

have a detrimental impact of the Group’s operations. It should be noted, however, that these policies 

have been driven by South Africa’s constitution and are considered an important factor in ensuring 

fairness and equality to all citizens, in particular those who were disadvantaged under previous regimes. 

The Directors’ therefore believe that these policies are not likely to be amended. 

Drones used to deliver products may be a target for interception and theft  

The Directors hope to be able to deliver products to certain areas by way of a drone transport system 

in the future and the Company has entered into a non-binding letter of intent with UAV Industries with 

the objective of developing a drone delivery system of pharmaceutical medicines and plasma to rural 

clinics and healthcare professionals in such locations.  

It is possible that these drones may become a target for theft and interception, particularly as they may 

be known to be transporting regulated drugs, which can be expensive, and are restricted.  
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In addition to physical interception, there is a risk that the drones may be hacked. UAV Industries inform 

the Company that this is unlikely as each drone is manually “paired” with a controller prior to a delivery, 

and after that, it would not be paired to any other device. However, there cannot be absolute certainty 

that hackers will not in future, be able to produce a device to hack the drone.   

UAV Industries inform the Company that the drones will function autonomously, with geographical 

accuracy of approximately 1 metre. There are monitoring services which communicate directly with the 

platform. However, such monitoring may not provide absolutely security, as the drones may be far away 

from the operator.  

The drones also have a variety of algorithms, including collision avoidance, object detection and 

tracking, precision landing, indoor navigation, object counting, leak and crack detection.  

The management teams of the Company and UAV Industries will continuously review security 

procedures around drone deliveries of medicines and blood plasma, to keep up with artificial 

intelligence trends and developments.  

UAV Industries may be unable to develop its products in the manner anticipated 

The development and use of drone technology for deliveries is in its early stages. In pursuing its drone 

delivery strategy the Group is reliant on UAV Industries to continue its development of relevant 

technology especially in relation to monitoring and security. The maintenance and establishment of 

receiving depots by UAV Industries will also be pivotal to the Group being able to utilise drone 

transportation systems. Any failure of UAV Industries to continue to develop and deliver its products (for 

whatever reason) may adversely affect the Group’s ability to offer drone transportation systems. 

RISKS RELATING TO THE ORDINARY SHARES 

The Standard Listing of the Ordinary Shares affords shareholders a lower level of regulatory 

protection than a Premium Listing 

A Standard Listing affords shareholders in the Company a lower level of regulatory protection than that 

afforded to investors in a company with a Premium Listing, which is subject to additional obligations 

under the Listing Rules.  A Standard Listing will not permit the Company to gain a FTSE indexation, 

which may impact the valuation of the Ordinary Shares. 

Any further issues of Ordinary Shares may dilute investors’ shareholdings.  The Company may issue 

additional Ordinary Shares to acquire businesses or raise additional equity capital.   

Further details regarding the differences in the protections afforded by a Premium Listing as against a 

Standard Listing are set out in the section of this document entitled “Consequences of a Standard 

Listing”. 

A market for the Ordinary Shares may not develop, which would adversely affect the liquidity 

and price of the Ordinary Shares 

The price of the Ordinary Shares after issue can vary due to a number of factors, including but not 

limited to, general economic conditions and forecasts, the Company and its Group’s general business 

condition and the release of its financial reports.  Although the Company’s current intention is that its 

securities should continue to trade on the London Stock Exchange or another suitable listing venue, it 

cannot assure you that it will always do so.  In addition, an active trading market for the Ordinary Shares 

may not develop or, if developed, may not be maintained.  Investors may be unable to sell their Ordinary 

Shares unless a market can be established and maintained, and if the Company subsequently obtains 

a listing on an exchange in addition to, or in lieu of, the London Stock Exchange, the level of liquidity of 

the Ordinary Shares may decline. 

Dividend payments on the Ordinary Shares are not guaranteed 

The Board will maintain a regular review of the Company’s dividend policy.  However, it is not intended 

that dividends will be paid to Shareholders in the near future.  The Company’s ability to pay any dividend 

will depend on a number of factors, including its results of operations, financial condition and profitability, 
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free cash flow and other factors considered relevant by the Directors.  The Company can therefore give 

no assurance that it will be able to pay dividends going forward or as to the amount of any such 

dividends. 

Fluctuations and volatility in the price of Ordinary Shares 

Stock markets have from time to time experienced severe price and volume fluctuations, a recurrence 

of which could adversely affect the market price for the Ordinary Shares.  The market price of the 

Ordinary Shares may be subject to fluctuations in response to many factors, some specific to the 

Company and some which affect listed companies generally, including variations in the operating results 

of the Company, divergence in financial results from analysts’ expectations, changes in earnings 

estimates by stock market analysts, general economic, political or regulatory conditions, overall market 

or sector sentiment, legislative changes in the Company’s sector and other events and factors outside 

of the Company’s control. 

The ability of Overseas Shareholders to bring actions or enforce judgments against the 

Company or the Directors may be limited 

The ability of an Overseas Shareholder to bring an action against the Company may be limited under 

law.  The Company is a public limited company incorporated in England and Wales.  The rights of 

holders of Ordinary Shares are set out in the Articles and are governed by English law.  These rights 

may differ from the rights of shareholders in non-UK corporations.  An Overseas Shareholder may not 

be able to enforce a judgment against some or all of the Directors and executive officers.  A majority of 

the Directors are residents of the UK.  Consequently, it may not be possible for an Overseas 

Shareholder to effect service of a process upon the Directors within the Overseas Shareholder’s country 

of residence nor to enforce against the Directors judgments of courts of the Overseas Shareholder’s 

country of residence based on civil liabilities under the country’s securities laws.  There can be no 

assurance that an Overseas Shareholder will be able to enforce any judgments in civil and commercial 

matters or any judgments under the securities law of countries other than the UK against the Directors 

who are residents of the UK or countries other than those in which judgment is made.  In addition, 

English or other courts may not impose civil liability on the Directors in any original action based solely 

on foreign securities laws brought against the Company or the Directors in a court of competent 

jurisdiction in England or other countries. 

The Shareholders of the Company are presumed to be in a Concert Party 

Under the City Code, there is a rebuttable presumption that shareholders in a private company who sell 

their shares in that company in consideration for the issue of new shares in a company to which the 

City Code applies, or who, following the re-registration of that company as a public company in 

connection with an initial public offering or otherwise, become shareholders in a company to which the 

City Code applies, form a concert party. As a result of the Share Exchange Agreements, as at the date 

of this document, a presumption exists that each Shareholder is part of the Concert Party.  

When members of a concert party hold more than 50 per cent. of the voting rights in a company, no 

obligations under Rule 9 of the City Code normally arise from acquisitions of further interests in shares 

by any member of the concert party. Members of the Concert Party, who as at the date of this document 

and, in aggregate, hold the entire issued share capital of the Company, may accordingly increase their 

aggregate interests in Ordinary Shares without incurring any obligation under Rule 9 of the City Code 

to make a general offer, although individual members of the Concert Party will not be able to increase 

their percentage interests in Ordinary Shares through or between a Rule 9 threshold without consent of 

the Takeover Panel.  

RISKS RELATING TO TAXATION 

Taxation of returns from assets located outside the UK may reduce any net return to 

Shareholders 

It is possible that any return the Company receives from any assets, company or business which the 

Company acquires and which is or are established outside the UK may be reduced by irrecoverable 
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foreign taxes and this may reduce any net return derived by Shareholders from a shareholding in the 

Company. 

Changes in tax law may reduce any net returns for Shareholders 

The tax treatment of holders of Ordinary Shares issued by the Company, any special purpose vehicle 

that the Company may establish and any company which the Company may acquire are all subject to 

changes in tax laws or practices or in interpretation of the law in the UK or any other relevant jurisdiction.  

Any such change may reduce any net return derived by Shareholders from an investment in the 

Company. 

There can be no assurance that the Company will be able to make returns for Shareholders in a 

tax-efficient manner 

It is intended that the Company will structure its group to maximise returns for Shareholders in as fiscally 

efficient a manner as practicable.  The Company has made certain assumptions regarding taxation.  

However, if these assumptions cannot be borne out in practice, taxes may be imposed with respect to 

any of the Company’s assets, or the Company may be subject to tax on its income, profits, gains or 

distributions in a particular jurisdiction or jurisdictions in excess of taxes that were anticipated.  This will 

alter the post-tax returns for Shareholders (or Shareholders in certain jurisdictions).  Any change in laws 

or tax authority practices or interpretation of the law could also adversely affect any post-tax returns of 

capital to Shareholders or payments of dividends (if any, which the Company does not envisage the 

payment of, at least in the short to medium-term).  In addition, the Company may incur costs in taking 

steps to mitigate any such adverse effect on the post-tax returns to Shareholders. 

If any of the risks referred to above materialise, the Group’s business, financial condition, 

results or future operations could be materially adversely affected.  In such case, the price of 

the Ordinary Shares could decline and investors may lose all or part of their investment. 

  



 

 20 

 

CONSEQUENCES OF A STANDARD LISTING 

Application will be made for the Ordinary Shares to be admitted to a listing on the Standard Listing 

segment of the Official List pursuant to Chapter 14 of the Listing Rules, which sets out the requirements 

for Standard Listings. 

The Company’s Ordinary Shares will be listed under Chapter 14 of the Listing Rules (Standard Listing 

(shares)) and as a consequence a significant number of the Listing Rules will not apply to the Company.  

Shareholders will therefore not receive the full protection of the Listing Rules associated with a Premium 

Listing. 

The Company will comply with Listing Principles 1 and 2 as set out in Chapter 7 of the Listing Rules, as 

required by the UKLA, and intends to comply with the Premium Listing Principles as set out in Chapter 

7 of the Listing Rules notwithstanding that they only apply to companies which obtain a Premium Listing 

on the Official List. 

An applicant that is applying for a Standard Listing of equity securities must comply with all the 

requirements listed in Chapter 2 of the Listing Rules, which specifies the requirements for listing for all 

securities. Listing Rule 14.2 sets out the continuing obligations applicable to companies with a Standard 

Listing and requires that such companies’ listed equity shares be admitted to trading on a regulated 

market at all times. Such companies must have at least 25% of the shares of any listed class in public 

hands at all times in one or more EEA states and the FCA must be notified as soon as possible if these 

holdings fall below that  level. 

The continuing obligations under Chapter 14 also include requirements as to: 

• the forwarding of circulars and other documentation to the FCA for publication through to the 

National Storage Mechanism, and related notification to an RIS; 

• the provision of  contact details of  appropriate persons nominated to act as a first point of 

contact with the FCA in relation to compliance with the Listing Rules and the Disclosure 

and Transparency Rules; 

• the form and content of temporary and definitive documents of title; 

• the appointment of a registrar; 

• notifying an RIS in relation to changes to equity and debt capital; and 

•         compliance with, in particular, Chapters 4, 5 and 6 of the Disclosure and Transparency Rules. 

As a company with a Standard Listing, the Company will, following Admission, not be required to comply 

with, inter alia, the provisions of Chapters 6 and 8 to 13 of the Listing Rules, which set out more onerous 

requirements for issuers with a Premium Listing of equity securities.  These include provisions relating 

to certain listing principles, the requirement to appoint a sponsor, various continuing obligations, 

significant transactions, related party transactions, dealings in own securities and treasury shares and 

contents of circulars. 

If the wishes to complete a reverse takeover, the Company will comply with Chapter 5 of the Listing 

Rules (Suspending, cancelling and restoring listing and reverse takeovers). On completing such a 

Reverse Takeover, the Company’s existing Standard Listing would be cancelled and the Company 

would apply for a new Standard Listing or a listing on another appropriate securities market or stock 

exchange for the ordinary share capital of the Company. The granting of a new Standard Listing or a 

listing on another appropriate securities market or stock exchange following a reverse takeover cannot 

be certain. The Company may have its listing suspended in the event of a reverse takeover.   

On announcing a reverse takeover (or in the event of a leak of information prior to announcement), the 

Ordinary Shares would typically be suspended unless sufficient information was available to 

Shareholders and the wider market in the form of an approved new prospectus.  This will be discussed 

with the FCA at the time.  During the period of suspension, the Company would remain subject to the 

continuing obligations of a Standard Listing. 
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As mentioned above, while the Company has a Standard Listing, it is not required to comply with 

the provisions of, among other things: 

• Chapter 6 of the Listing Rules containing additional requirements for the listing of equity 

securities, which are only applicable for companies with a Premium Listing; 

• Chapter 8 of the Listing Rules regarding the appointment of a listing sponsor to guide the 

Company in understanding and meeting its responsibilities under the Listing Rules in 

connection with certain matters.  The Company does not have and does not intend to 

appoint such a sponsor in connection with its publication of this document or Admission; 

• Chapter 9 of the Listing Rules regarding continuous obligations for a company with a 

Premium Listing, which includes, inter alia, requirements relating to further issues of 

shares, the ability to issue shares at a discount in excess of 10% of market value, 

notifications and contents of financial information that are not applicable to the Company; 

• Chapter 10 of the Listing Rules relating to significant transactions, meaning that any 

acquisition by the Company, will not require shareholder approval under this Chapter 

(although such approval may be required for the purposes of facilitating the financing 

arrangements or for other legal or regulatory reasons); 

• Chapter 11 of the Listing Rules regarding related party transactions.  It should therefore be 

noted therefore that related party transactions will not require Shareholder consent; 

• Chapter 12 of the Listing Rules regarding purchases by the Company of its Ordinary 

Shares; and 

• Chapter 13 of the Listing Rules regarding the form and content of circulars to be sent to 

Shareholders. 

 

IT SHOULD BE NOTED THAT THE UK LISTING AUTHORITY WILL NOT HAVE THE 

AUTHORITY TO (AND WILL NOT) MONITOR THE COMPANY’S COMPLIANCE WITH ANY 

OF THE LISTING RULES WHICH THE COMPANY HAS INDICATED HEREIN THAT IT 

INTENDS TO COMPLY WITH ON A VOLUNTARY BASIS, NOR TO IMPOSE SANCTIONS IN 

RESPECT OF ANY FAILURE BY THE COMPANY TO SO COMPLY.  HOWEVER THE FCA 

WOULD BE ABLE TO IMPOSE SANCTIONS FOR NON-COMPLIANCE WHERE THE 

STATEMENTS REGARDING COMPLIANCE IN THIS DOCUMENT ARE THEMSELVES 

MISLEADING, FALSE OR DECEPTIVE. 
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IMPORTANT INFORMATION, PRESENTATION OF FINANCIAL AND OTHER 

INFORMATION AND NOTICES TO INVESTORS 

This document comprises a prospectus relating to the Company prepared in accordance with the 

Prospectus Regulation Rules and has been approved by the FCA under section 87A of FSMA. This 

document has been filed with the FCA and made available to the public in accordance with Rule 3.2 of 

the Prospectus Regulation Rules. No arrangement has however been made with the competent 

authority in any other member state of the EEA (or any other jurisdiction) for the use of this document 

as an approved prospectus in such jurisdiction and accordingly no public offer is to be made in such 

jurisdiction. 

FORWARD-LOOKING STATEMENTS 

Some of the statements under “Summary”, “Risk Factors”, and elsewhere in this document include 

forward-looking statements which reflect the Company’s or, as appropriate, the Directors’ current views, 

interpretations, beliefs or expectations with respect to the Company’s financial performance, business 

strategy and plans and objectives of management for future operations.  These statements include 

forward-looking statements both with respect to the Company and the sector and industry in which the 

Company proposes to operate.  Statements which include the words “expects”, “intends”, “plans”, 

“believes”, “projects”, “anticipates”, “will”, “targets”, “aims”, “may”, “would”, “could”, “continue”, 

“estimate”, “future”, “opportunity”, “potential” or, in each case, their negatives, and similar statements 

of a future or forward-looking nature identify forward-looking statements. 

All forward-looking statements address matters that involve risks and uncertainties because they relate 

to events that may or may not occur in the future.  Forward-looking statements are not guarantees of 

future performance.  Accordingly, there are or will be important factors that could cause the Company’s 

actual results, prospects and performance to differ materially from those indicated in these statements.  

In addition, even if the Company’s actual results, prospects and performance are consistent with the 

forward-looking statements contained in this document, those results may not be indicative of results 

in subsequent periods.  Important factors that may cause these differences include, but are not limited 

to: 

• the Company’s ability to identify suitable acquisition opportunities or the Company’s success in 

completing an acquisition and to propose effective growth strategies for any company or 

business the Company acquires; 

• the Company’s ability to ascertain the merits or risks of the operations of a target company or 

business; 

• changes in economic conditions generally and specifically; 

• impairments in the value of the Company’s assets; 

• the availability and cost of equity or debt capital for future transactions; 

• changes in interest rates and currency exchange rate fluctuations, as well as the success of the 

Company’s hedging strategies in relation to such changes and fluctuations (if such strategies are 

in fact used); and 

• legislative and/or regulatory changes, including changes in taxation regimes. 

Risks and uncertainties which are material and known to the Directors are listed in the section of this 

document headed “Risk Factors”, which should be read in conjunction with the other cautionary 

statements that are included in this document. 

Any forward-looking statements in this document reflect the Company’s, or as appropriate, the 

Directors’ current views with respect to future events and are subject to these and other risks, 

uncertainties and assumptions relating to the Company’s future business, results of operations, 

financial conditions and growth strategy.  For the avoidance of doubt, nothing in this paragraph qualifies 



 

 23 

 

the working capital statement set out in paragraph 10 of Part VII: Additional Information of this 

document. 

These forward-looking statements speak only as of the date of this document.  Subject to any 

obligations under the Prospectus Regulation Rules, the Listing Rules and the Disclosure and 

Transparency Rules and except as required by the FCA, the London Stock Exchange, the City Code 

or applicable law and regulations, the Company undertakes no obligation publicly to update or review 

any forward-looking statement, whether as a result of new information, future developments or 

otherwise.  All subsequent written and oral forward-looking statements attributable to the Company or 

individuals acting on behalf of the Company are expressly qualified in their entirety by this paragraph.  

Prospective investors should specifically consider the factors identified in this document which could 

cause actual results to differ before making an investment decision. 

NOTICE TO ALL SHAREHOLDERS 

Copies of this document will be available on the Company’s website, www.umuthiplc.com from the date 

of this document. 

THIRD PARTY INFORMATION 

Where information contained in this document has been sourced from a third party, the Company 

confirms that such information has been accurately reproduced and, so far as the Company is aware 

and is able to ascertain from information published by that third party, no facts have been omitted which 

would render the reproduced information inaccurate or misleading. 

DEFINED TERMS 

Except for certain names of natural persons and legal entities and capitalised terms that need no further 

explanation, the capitalised terms used in this document, including capitalised abbreviations, are 

defined or explained in Part VIII: Definitions of this document. 

CURRENCY 

Unless otherwise indicated, all references in this document to “GBP”, “£”, “pounds sterling”, “pounds”, 

“sterling”, “pence” or “p” are to the lawful currency of the United Kingdom; all references to ZAR or 

“Rand” are to the lawful currency of South Africa; and all references to “€” or “euro” are to the lawful 

currency of the Euro zone countries. 

NO INCORPORATION OF WEBSITE TERMS 

Except to the extent expressly set out in this document, neither the content of the Company’s website 

or any other website nor the content of any website accessible from hyperlinks on the Company’s 

website or any other website is incorporated into, or forms part of, this document. 
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EXPECTED TIMETABLE OF PRINCIPAL EVENTS 

Publication of this document 27 August 2020  

Admission and commencement of unconditional dealings 

in Ordinary Shares 

2 September 2020 
 

   

These dates and times are indicative only and subject to change, in which case new dates will be 

announced. All references to time in this document are to London time unless otherwise stated. 

 

STATISTICS 

Number of Ordinary Shares on Admission 92,000,000  

Maximum number of Ordinary Shares subject to the 

Warrants 

18,762,500 
 

Expected market capitalisation of the Company on 

Admission 

£25,000,000 
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PART I 

INFORMATION ON THE GROUP 

1. Group’s objectives and business strategy 

In 2010 Gerhardus Viljoen, now a Director, identified what he believed to be a gap in the market 

pertaining to the healthcare industry whereby general practitioners and specialist consultants in South 

Africa required assistance with practice management and other financial aspects of their practices.  

Gerhardus Viljoen established V Professional Services to provide these practice management and 

financial services and, having worked closely with medical practitioners for a number of years, he then 

became aware of the requirements of such practitioners for a reliable and efficient supply of 

pharmaceutical products. Gerhardus Viljoen formed Lems to meet this need. 

Lems, which commenced trading in January 2017 and was acquired by the Company in January 2019 

pursuant to the Share Exchange Agreements, supplies prescription and other medicines to medical 

practitioners and health centres with onsite dispensaries in rural and non-rural areas of South Africa.  

Lems has purchase arrangements with two established pharmaceutical manufacturers and links with 

networks of doctors across South Africa via the VProf Contract and V Professional Services.  

The Group’s revenue for the 12 month period ending on 29 February 2020 was £1,498,648 (compared 

with £87,449 for the 12 month period ending on 28 February 2019). Following Admission, the Group’s 

overall objective is to build on Lems’ existing business to create a technology led healthcare business 

based in South Africa focussed on the distribution of pharmaceuticals and the provision of medical 

facilities in remote areas. 

The Directors believe that the Group’s strategy reflects anticipated changes to medical environments. 

Already, a growing number of inpatient health care services are being pushed to the home and 

outpatient ambulatory facilities; however, many complex and very ill patients will continue to need sub-

acute (step down) inpatient services. With ageing infrastructure in some countries and demand for more 

beds in others, the Group plans to develop its business with a view to improving inpatient and outpatient 

service connections with consumers and integrating digital technologies into traditional hospital 

services. 

The Group’s aim is to have four principal business segments, which will be: 

 Supplying pharmaceuticals and other medical products to medical practitioners and dispensaries; 

 Owning and operating medical facilities, including hospitals and clinics; 

 Providing diagnostic solutions and facilitating medical research; and 

 Offering medical insurance. 

A description of how and why the Group intends to establish and pursue each of these segments is set 

out below. 

2. The Group’s current and proposed activities 

The Group comprises a technology enabled healthcare business, which is principally undertaken by 

Lems, which delivers medical products to medical practitioners in South Africa. The Group has also 

entered into certain conditional agreements or letters of intent with third parties with the aim of 

developing a portfolio of medical centres and offering a range of related services, as described below. 

Current activities 

Supplying pharmaceutical retailers 

Lems supplies prescription and other medicines (known as MCC “schedule 1-6” medicines) to medical 

practitioners and health centres with onsite dispensaries in South Africa. Any medicine classified as 

schedule 3 or higher is treated as a prescription medicine. Lems purchases medicines from two 

established pharmaceutical manufacturers (Adcock Ingram and Aspen) and has links with networks of 

doctors across South Africa. Lems leases and operates from a 550 square metre warehouse near 
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Johannesburg, South Africa.  

Lems dispatches medicines from its warehouse by way of overnight courier to its customers. Lems 

currently only delivers medicines to medical practitioners and health centres in Gauteng, one of nine 

provinces in South Africa. 

Lems and other medical wholesalers do not compete on price as standard prices for medicines are set 

by the South African government. Lems therefore makes a set mark-up on each product sold. The gross 

margin made by Lems on products averages 20%. As a result, quick and efficient product delivery 

allows Lems to distinguish itself from the competition and reduce costs. 

Lems operates in a captive, determinable market where there is a standard confirmed average spend 

per customer, no seasonal risks and where sales prices are governed by law. This ensures a clear, 

scalable model for continuous earnings and growth.  

Lems, as a result of the VProf Contract and its association with V Professional Services, has access to 

the medical professionals recognised by this SAMA. Lems therefore benefits from SAMA’s extensive 

network and the marketing benefits and opportunities that accompany this. 

 

Proposed activities – short term 

 

Expansion of existing business 

The Company expects that it will be able to expand the number of medical practitioners and pharmacies 

that it supplies once the lockdown imposed in response to the Covid-19 pandemic has been eased. As 

at 31 August 2019 the Company supplied around 934 medical practitioners and, up until the imposition 

of the countrywide lockdown in response to Covid-19, has seen a moderate steady increase in the 

number of doctors supplied since that date to 1,762 practitioners as at 28 February 2020. Further 

information is set out in paragraph 5 ‘Impact of the Covid-19 pandemic’, below. 

To achieve expansion with, the Company will rely on the launch of the Lems App and the opportunities 

afforded to it as a result of the VProf Contract.  

V Professional Services has a well-established business with a significant number of medical 

practitioners as clients and is the only entity of its kind registered with SAMA. V Professional Services 

also receives a significant level of referrals from SAMA. The Company plans to utilise its relationship 

with V Professional Services when conducting its marketing campaigns. 

 

Formal Launch of the Lems App 

Lems plans to utilise the Lems App which has been designed to enhance its product delivery offering 

by providing its product catalogue online to customers and enabling them to view their order status and 

track deliveries. The Lems App is a healthcare platform which combines up to date infrastructure and 

software with professional medical and laboratory devices. The Lems App was developed by V 

Professional Services for and on behalf of Lems and V Professional Services assigned all rights and 

title to Lems along with all future profits to be generated as a result of the utilisation of the Lems App. 

The Lems App will have an ecommerce function linked to the Company’s warehouse and the South 

African government’s standard exit price system to enable practitioners to order stock at real time prices. 

The Lems App can also be integrated with a customer’s stock levels and can provide alerts when stock 

levels of particular products are low. In excess of 10,000 products will be available on the Lems App 

which will also have PayPal, social media and helpline functionality. 

As discussed above, medical wholesalers are unable to compete on price and, by offering the Lems 

App, the Directors believe the Group will distinguish itself from competitors as well as enhancing cash 

flow, as all in-app payments are virtually instantaneous. 

Whilst the Lems App has already been made available to certain clients of V Professional Services as 
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part of a soft launch, the Company intends to conduct a formal launch shortly after Admission. This 

formal launch will include the Lems App being made available on the V Professional Services and SAMA 

websites (in accordance with the terms of the VProf Contract) and will coincide with the conduct of the 

marketing campaign, details of which are set out below. 

Related Initiatives 

Umuthi has commenced discussions with South African based House of Health, an online supplier of 

healthy living products, with a view to entering into a long term relationship between the parties, to be 

concluded post Admission. 

The intention of this potential collaboration is to provide ancillary services and products from House of 

Health to Umuthi’s existing clients through the Lems App. 

It is envisaged that products supplied by House of Health will include inter alia vitamins and supplements 

as well as sanitising services which the Board believes, in light of the Covid-19 pandemic, will be an 

integral part of healthcare services in the months and years to come. 

Marketing 

Shortly after Admission the Group will launch a two pronged marketing campaign with the aim of raising 

awareness of the Group and encouraging doctors and pharmacies to use the Group’s pharmaceutical 

supply services. These marketing efforts will initially be focused on the SAMA registered clients of V 

Professional Services, which the Company will have access to under the VProf Contract. 

The first aspect of this campaign will be the organisation of seminars or other semi-informal events to 

which doctors currently working with V Professional Services will be invited. These events will offer 

continued professional development points (which medical practitioners are required to accrue). These 

events will be held in the first quarter following Admission and be financed from revenues generated by 

the business. 

The second aspect of the Group’s marketing programme will involve the appointment and training of 

sales agents. These sales agents will be permanent employees and will be posted in different regions 

of South Africa and tasked with on-boarding doctors and pharmacies via a direct approach, as well as 

encouraging existing customers to use the app and purchase a wider range of products from the Group. 

Sales leads will be generated for the sales agents by information provided by the mobile app and VProf. 

It is anticipated that the doctors and pharmacies targeted by sales agents will be relatively receptive to 

the Group’s services, as (i) they will be customers of V Professional Services and may well be aware of 

the commonalty of ownership between the Group and V Professional Services; (ii) they may be aware 

of the Group’s services via either SAMA or V Professional Services; (iii) they may have indicated an 

interest in the service of the Group to V Professional Services or been identified as being likely to require 

such services by V Professional Services; or (iv) they may have already downloaded the app. 

The Group will look to engage up to 20 such sales agents and their salaries will be met from revenues 

generated by the business. 

 

Proposed activities – medium term 

 

Step down clinics 

Due to the high costs of medical insurance in South Africa a trend has developed of patients spending 

less time in hospital and being discharged sooner. Despite this there is still a need for patients to receive 

“step down” care, including rehabilitation and post-operation recovery which does not need to take place 

in a hospital but is not always appropriate to be dealt with at home. The Board believes that provided 

facilities align their services with the disease and medical demand profile of the local areas there is 

scope for up to 15 “step down” facilities in South Africa, each providing approximately 90 to 100 beds. 
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Hospitals 

From late 2022 the Group wishes to develop an offering of medical facilities by acquiring or developing 

hospitals and clinics equipped for primary care. The Group has begun discussions with potential sellers 

or joint venture partners to evaluate potential projects which could be brought to fruition in this period. 

 

Insurance 

The Group is engaged in discussions with South African insurance providers with the intention, if 

successful of providing a medical insurance offering to patients in South Africa. In rural South Africa 

there are low levels of private healthcare insurance and the Board considers that the provision of 

medical insurance will compliment to Group’s “step down” and primary treatment offerings. The Group 

does not anticipate needing any licences or additional authorisations to provide insurance services due 

to the proposed joint venture nature of this business stream. 

 

Drone delivery project 

Rural South African roads can be virtually impassable for commercial traffic and as such meeting 

medical demands in rural South Africa can present a significant challenge to suppliers of goods and 

services in these areas. The Group wishes to address the challenge of distributing medication to remote 

locations, and particularly the logistical challenge of the “last mile”.  

Health centres, clinics and doctors in these rural, difficult to reach areas, often only receive deliveries 

only once every three to six months across South Africa and other sub-Saharan African nations. As a 

result of infrequent deliveries, the in-stock rates for critical medicine at these health centres usually 

range between 60% and 75%. Air borne precision drone deliveries could be made in hours and days 

as opposed to weeks. 

The Company has entered into a non-binding letter of intent with UAV Industries with the objective of 

developing a drone delivery system of pharmaceutical medicines and plasma to rural clinics and 

healthcare professionals in such locations. This is a collaborative agreement which would not include 

an acquisition on behalf of the Group. The Directors anticipate that UAV Industries will provide drone 

deliveries for the Group on a quoted fee basis. 

The ability to overcome the “last mile” challenge would give the Group a competitive advantage over its 

competition.  

 

Proposed activities – longer term 

 

In the two to four year period following Admission the Group will also consider undertaking the following 

projects. 

 

Sleep MD 

The Group has entered into a non-binding letter of intent with the shareholders of SleepMD (Pty) Ltd, 

being Chris Gerber, Larry Carbis and Brett Hurwitz for the acquisition of a 51% interest in SleepMD, a 

company incorporated in South Africa. The project would, when operational, implement a value chain 

of distribution of medical devices and provide cost effective screening and diagnostic testing for patients’ 

suffering from sleep apnoea. It is anticipated that once operational this treatment can be offered at the 

Group’s hospital units and licensed to third party practices. 

 

Doctors’ suites 

The Group wishes to establish a range of synergistic pharmaceutical operations in customized 



 

 30 

 

rehabilitation and treatment centres, with close proximity to airports and urban residential densification. 

These centres would act as a hub for medical practitioners and family and guidance counsellors treating 

patients. The centres would offer a full continuum of care, serving adults with a partial hospitalisation 

program, intensive outpatient program, intervention, family care and guidance as well as integrative 

aftercare and case management.  

 

Capital requirements  

A summary of the expected costs and capital requirements of the Group’s proposed acquisitions and 

ventures are set out below. Only those projects that the Group is aiming to commence in the short term 

(i.e. the 18 months following Admission) are included in the Board’s working capital report. 

 

 

 FINANCIAL COMMITMENTS 

SHORT TERM  

Lems App 

 

The Lems App was internally developed by V Professional Services and all 

rights title and benefits assigned to Lems. Only maintenance expenditure in 

the normal course of business is budgeted. Maintenance expenditure 

comprises inter alia annual hosting fees, licensing fees and security 

assessments and has been budgeted at £9,500 for the next 12 months. 

 

MEDIUM TERM 

 

Hospitals and clinic 

acquisitions 

As a result of the Group’s collaborative agreement with Vivalon Health and 

other advisers, up to 15 potential hospitals and clinics are potentially available 

for acquisition or construction. The Board will assess such opportunities on a 

deal by deal basis. Each deal will require further funding to be raised and 

some may even constitute a reverse takeover under the Listing Rules. 

Insurance offering 

 

No capital expenditure is anticipated as a collaboration agreement will be 

entered into with an existing service provider, on a basis similar to that of 

UAV Technologies (discussed below). 

Mobile clinics Mobile clinics require no capital expenditure, since the clinics (which would 

be in containers) will be leased. Lems will lease the containers on a demand 

basis and then sublease them to medical practioners. The medical 

practioners would run the facility as a mobile practice and be responsible for 

their own costs. Lems will generate income from such practices purchasing 

medicines in the normal way. 

Drone delivery There is no capital expenditure relating to this transaction. The collaboration 

agreement caters for the Group paying UAV Technologies for deliveries in 

the normal course of business. This is not expected to impact materially on 

the Group’s activities in short to medium term. The Group’s business model 

provides that the cost of drone deliveries would be recovered from the client. 

LONG TERM  
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SleepMD 

 

Acquisition value totals £1,800,000 but is conditional on various factors such 

as successful due diligence by the Company and the availability of capital.  

Doctors Suites Doctors’ suites involve purchasing and converting existing buildings to suites 

which doctors rent from the Company on a monthly basis. Lease agreements 

will be obtained prior to capital expenditure being committed. 

 

 

Equity Drawdown Facility 

Overview 

The Company has entered into an Equity Drawdown Facility with GEM dated 2 May 2018 (as amended 

on 18 October 2019 and 20 February 2020) under which GEM has granted to the Company an option 

to require it to subscribe for new Ordinary Shares at an aggregate subscription price of up to £340 

million. GEM has no right to unilaterally call for the issue of Ordinary Shares. The Equity Drawdown 

Facility is conditional on Admission occurring by 7 September 2020 (except as to payment of the initial 

fee of £17,000,000, details of which are set out below). 

Under the Equity Drawdown Facility the Company may issue notices to GEM at any time during the five 

year commitment period after Admission specifying a drawdown amount and a floor price below which 

Ordinary Shares will not be issued. GEM is obliged, if the relevant conditions are fulfilled, to subscribe 

for Ordinary Shares equal to not less than 50% of the drawdown amount but GEM may elect to 

subscribe for 200% of that number of Ordinary Shares. The relevant conditions precedent to drawdown 

includes (among other things) certain representations and warranties remaining true, no material 

adverse change having occurred and compliance with the provisions of the Equity Drawdown Facility. 

The Company does not currently intend to make a drawdown under the Equity Drawdown Facility in the 

12 months following Admission and the proceeds of the Equity Drawdown Facility are not included in 

the Company’s working capital calculations. This document is not intended to cover any prospective 

share issues that may occur as a result of the Equity Drawdown Facility.  

There is no aggregate limit on the percentage of the Company’s issued share capital that can be 

acquired by GEM as a result of this facility, however, under the terms of the facility GEM is not permitted 

to hold more than 9% of the issued capital of the issuer at any given time. The Company will therefore 

not be able to call for the subscription by GEM or allot any Ordinary Shares to the extent such 

subscription would result in GEM holding more than 9% of the issued share capital. 

The subscription price for the Ordinary Shares to be issued in response to a drawdown notice shall be 

90% of the average of the closing prices of the Ordinary Shares in the 15 trading days after a drawdown 

notice (excluding certain days). 

Fees 

Under the terms of the Equity Drawdown Facility the Company was required to pay GEM a fee of 

£17,000,000. The fee was paid and fully discharged by the issue of 4,250,000 Ordinary Shares to GEM 

on 18 October 2019.  

Warrants  

The Company will on Admission also issue warrants to GEM to subscribe for up to 18,762,500 Ordinary 

Shares representing up to 20.39% of the total Ordinary Shares in issue as at Admission. The exercise 

price of the Warrants shall be a price equal to the price of the Ordinary Shares (as reported by 

Bloomberg) as at close of trading on the first day of Admission (or, if lower, the lowest price at which 

Ordinary Shares have been issued in the three months before Admission). However, on the first 

anniversary of the date of issuance of the Warrants, if the average weighted price of the Ordinary Shares 

for the five consecutive trading days immediately prior to the first anniversary is less than 90% of the 
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original exercise price of the Warrants, the exercise price of any un-exercised Warrants will adjust to 

105% of the average weighted price of the Ordinary Shares for the five consecutive trading days 

immediately prior to the first anniversary of the Ordinary Shares, subject all necessary consents and 

approvals. 

The exercise period of the Warrants shall be five years from Admission, provided that the Warrants may 

not be exercised to the extent that such exercise would result in GEM holding more than 9% of the 

issued share capital of the Company at any one time.  

History of the Group 

The Company was incorporated in England and Wales as a private limited company with registered 

number 11208220 on 15 February 2018. It was incorporated with a share capital of £1 comprising 1 

ordinary share of £1 nominal value. On 24 January 2019 the one ordinary share was subdivided into 

1,000 Ordinary Share of £0.001 each. 

In September 2017 Lems raised equity funding of ZAR150,000,000 (£9.4 million) from private investors 

and others, such funding is intended to be used principally towards the Group’s strategic objectives as 

set out in this document.    

On 29 January 2019 the Company and the shareholders of Lems entered into the Share Exchange 

Agreements, under which the entire issued share capital of Lems was acquired by the Company, and 

86,999,000 Ordinary Shares were issued to the previous shareholders of Lems. From this date, the 

Company has been the holding company of the Group. Further details of the Share Exchange 

Agreements are set out in paragraph 9.1 of Part VII. The treatment of the selling shareholders of Lems 

as Shareholders under the City Code is described in paragraph 17 of Part VII: Additional Information of 

this document.  

The Company was re-registered as a public limited company on 20 February 2019. 

Lems began operations in January 2017. A number of conditional agreements and letters of intent to 

acquire certain projects have since been entered into as described in paragraph 1 of Part I of this 

document.  

In May 2018 the Company entered into the Equity Drawdown Facility with GEM, a $3.4 billion alternative 

investment group which manages investment vehicles focused on emerging markets. Once 

unconditional the Group intends to use funds drawn down under this facility to finance the proposed 

acquisitions set out in Part I. The facility is expected to come into effect from Admission. 

3. Key assumptions 

General 

The Directors believe that South Africa will continue to face a difficult economic position in the short to 

medium term; however the weakening Rand has no direct impact on the Group’s operations or 

profitability, due to the regulatory system of standard exit pricing pertaining to medical wholesalers. 

Supplying pharmaceuticals 

Lems’ business model is based on the following key factors relating to the supply of medicines in South 

Africa. 

Firstly, the South African government sets a standard exit price on medicines, to ensure that suppliers 

do not compete on price and that margins are set and determinable. The policy was established to 

ensure fairness and equality to all citizens in the country, particularly those who were previously 

disadvantaged, in purchasing medicines. It is a key assumption of the Lems’ business that this policy 

will stay in place and Lems’ operations would be very sensitive to any change in such policy. The 

Directors believe there is little risk of change as the policy is driven by South Africa’s constitution and 

would be difficult to amend even if there was a desire to do so. 

Secondly, large pharmaceutical companies are prohibited from selling directly to doctors or in-house 
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pharmacies. This is another tenet of the South African government’s policy to ensure fairness towards 

those previously disadvantaged and so is also unlikely to change. 

Thirdly, the size of South Africa and the relative lack of infrastructure in certain rural areas make it 

difficult for doctors and pharmacies to obtain necessary medicines. The traditional way of ensuring 

supply is for doctors to drive to collect stock for their dispensaries from approved wholesalers, the 

Company therefore believes there is significant demand for its services. 

Lems has an indirect relationship with SAMA, (as a result of the VProf Contract and its association with 

V Professional Services), with whom some 18,000 doctors in South Africa are registered, giving Lems 

a significant marketing opportunity. Lems supplied 934 doctors as at 31 August 2019 and has seen a 

moderate steady increase in the number of doctors supplied since that date to 1,762 doctors as at the 

date of this document. 

V Professional Services and SAMA have entered into an agreement pursuant to which SAMA will 

provide access to its entire membership to V Professional Services, maintain V Professional Services’ 

logo on its website and its monthly newsletter and provide certain advertising and notification services 

to V Professional Services. In consideration, V Professional Services will make its full range of services 

available to SAMA’s members at a 10% discount. The agreement is subject to a term of one year and 

can be terminated at the end of that period by either party giving 60 days’ written notice or by either 

party giving 30 days’ written notice in the event of insolvency or the occurrence of a breach by the other 

party of the agreement. 

The Directors believe that VProf’s relationship with SAMA will continue but the Group’s business may 

be affected if this is not the case.  

Lems is, however, not entirely reliant on SAMA and V Professional Services for introductions to medical 

practitioners. The doctor to population ratio in South Africa is estimated to be 0.77 doctors per 1,000 

people. As South Africa has a population of approximately 55,910,000 people, there are a significant 

number of doctors not represented by SAMA. In addition, approximately 1,200 new doctors qualify 

annually. The Directors therefore do not believe that that Lems’ business plan would be unduly sensitive 

to the loss of SAMA’s endorsement.  

The average monthly spend per doctor on pharmaceutical products in 2020 from Lems was some 

£1,000. The Directors believe that spend will continue to grow by approximately 10% annually. Any 

reduction in spending per customer however should be offset by the expected increase in new 

customers mentioned above.  

Hospitals and clinics 

In June 2018, the former South African Minister of Health, Dr Aaron Motsoaledi, stated that the vast 

majority of public clinics and hospitals in the country are operating below the required standard of care. 

Only five out of the 696 public health facilities in the country were given a ‘pass mark’ by the Department 

of Health. In 2020 there are only 203 private hospitals and 610 private clinics in South Africa. Therefore 

there is considerable scope for new entrants into the market. The Directors do not expect this position 

will materially change in the short term and the Group therefore intends to enter this market as soon as 

reasonably practicable. The Company’s venture would be made more difficult if this assumption is not 

correct but it is felt that it will take time for the condition of the market to change substantially. 

 

4. Market and competitive environment 

Pharmaceutical demand worldwide was estimated at $1.25 trillion in 2019, of which 22% of that was in 

emerging markets. It is expected that growth in emerging markets will be driven by three primary trends: 

 volume growth of inexpensive generic medicines used to treat chronic diseases such as 

diabetes, cancer, heart disease and HIV in a growing and ageing population. This is particularly 

added to by the likelihood that the ageing population will survive for longer, despite suffering 

chronic diseases such as those listed; 
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 an increased ability of the population to pay for needed medicines, including through 

government supported programmes and/or charities and other donor supported initiatives; and 

 the rise of urban middle classes, who are able to increase household spending. This should 

lead to an increase both in the number of people with health insurance, and also in the ability 

of households to pay for needed medication or supplies where insurance is not in place. This 

also leads to an increased demand for higher quality goods and services from an increasingly 

well-informed consumer group.  

Supply chains of drugs and medical supplies are typically complex, with differing regulatory regimes 

and licensing laws potentially applying at different stages. In addition, visibility in these supply chains is 

often low, with little to no prior notice of deliveries. In addition, certain drugs require careful handling 

within temperature controlled environments to ensure their safety.  A breakdown of the supply chain 

could lead to such medicines being compromised, and therefore lead to a risk that consumers will 

receive low quality goods, or that the medicines will be unusable and therefore wasted costs.  

Within Africa, the population of approximately 800 million (approximately 12% of global population) is 

estimated to bear a disproportionately high (estimated to be approximately 24%) of the global disease 

burden. This includes an estimated 22 million people with HIV, which represents approximately 67% of 

the global figure, and a high infant mortality death, of approximately 50% of global deaths of children 

under five years old (source: IMF, World Bank, African Development Bank). 

This is thought to be in part due to the difficulties in ensuring that medication and supplies are provided; 

the World Health Organisation estimates that more than 6.3 million children under the age of five die 

every year due to conditions that could be prevented or treated with simple, affordable medical care. 

Access to this medical care is made more difficult by transportation issues, including the “last mile” 

problem, which the Group’s proposed drone technology could work to overcome.  

African economies are growing faster than the economies of all other continents and approximately one 

third of the countries are seeing annual GDP growth of more than 6% (source: IMF, World Bank, African 

Development Bank). 

In South Africa the standard sale price of pharmaceuticals is fixed by the South African Medicines 

Control Council. 

The pharmaceutical distribution and retail market within South Africa is moderately consolidated 

(according to the IFC Report), which results in chains of pharmacies which can function to distribute 

medicines and supplies across the country within their own networks.  

The Directors consider that the Group’s two main competitors are: 

 City Medical Wholesalers: headquartered in Pretoria with branches in Durban and Polokwane, 

offering the delivery of pharmaceuticals, surgical equipment and packaging to supermarkets, 

health shops and spaza shops (informal convenience shops). The business services some 

3,000 practioners which Lems estimates generates approximately £40,000,000 per annum in 

turnover. As a result of the SEP pricing restrictions imposed on suppliers gross profit margins 

should be consistently 20%; and 

 

 Pharmacy Direct: a member of the AfroCentric Group, which is a nationwide courier pharmacy 

delivering prescribed chronic medication to a variety of customers including private purchasers, 

medical scheme members and the beneficiaries of public healthcare programmes. Lems 

believes that some 3,500 doctors are serviced by the business, however its focus is 

predominantly on the supply of medicines for patients with chronic conditions. The Directors 

believe that the gross revenues of Pharmacy Direct were approximately £70,000,000 in the 

year ending 30 June 2018. 
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5. Impact of the Covid-19 pandemic 

In December 2019, an outbreak of a new strain of coronavirus, Covid-19, was identified in Wuhan, 

China, and has since spread globally, including continental Africa and South Africa, where the Group’s 

operations are primarily concentrated. On 11 March 2020, the World Health Organisation confirmed 

that its spread and severity had escalated to the level of a pandemic. 

The Covid-19 pandemic has resulted in the South African Government, implementing numerous 

measures in an attempt to contain the virus, such as travel bans and restrictions, curfews, quarantines, 

lock downs and the mandatory closure of certain businesses.   

As Lems is a wholesaler that supplies to general practitioners, with delivery outsourced to a medical 

courier company, under this national lockdown Lems and its activities are classified as ‘essent ial 

services’ and, as at the date of this document, the Company has not experienced a material fluctuation 

in the spend by its clients as the general public’s need to seek the services of general practitioners has 

not been affected by the Covid-19 pandemic. 

Further the Company has experienced unprecedented sales of personal protective equipment (PPE) 

since the outbreak of Covid-19. PPE is also not regulated by the SEP pricing system which applies to 

medicine and hence gross margins on these items were well in excess of the normal margins achieved 

by the Company. 

Notwithstanding the above, expansion of the Company’s business during the lockdown period has been 

restricted as no on-boarding of new doctors has been possible and the Board anticipate that this will 

only commence again when the majority of lockdown regulations will be suspended (currently 

anticipated to be July 2020).  At such point the Company expects on-boarding rates to recover as a 

result of access to additional users through increased PPE sales during the Covid-19 pandemic. 

Further, as a result of Covid-19 VProf has experienced a dramatic increase in business with general 

practitioners which the Company will have access to under the VProf Contract. 

The Board believes that in the long term, Covid-19 will continue to have far-reaching consequences on 

public health as well as manufacturing and business in general across the globe. In particular the Board 

believes that there is a risk that the Company’s supply chain may be negatively impacted by the Covid-

19 crisis. 

A large proportion of the world’s pharmaceutical products are produced in China and India. Extended 

factory closures and supply chain disruptions in China resulting from the Covid-19 crisis have impacted 

the availability of pharmaceutical products; while India’s Directorate General of Foreign Trade 

announced in early March that the country would restrict exports on 26 medical products and 

ingredients, including paracetamol and some antibiotics, which could lead to a subsequent shortage in 

Africa. As at the date of this document, the indications are pharmaceutical-related production in China 

is recovering. In India, production is expected to continue through the lockdown period, however 

capacity will be reduced due to manpower and increasing logistics constraints. Suspended operations, 

flight delays and cancellations resulting from lockdowns are contributing to air freight capacity 

constraints which in turn may impact supply of products. 

The Company has been liaising closely with its main suppliers (Adcock Ingram and Aspen) and has 

been assured by these suppliers that they carry buffer stock of between two to three months’ worth of 

products and therefore do not expect to run short during the Covid-19 crisis. There is however a risk 

that continued reduction in output and/or supply chain issues may result in the Company having 

insufficient stock to fulfil orders which would have a material impact of the Company’s financial 

performance. 

All parties have also been in consultation with The South African Health Products Regulatory Authority 

in this regard. 

SAHPRA, with the financial assistance of government, has put in place a series of initiatives aimed at 

minimising the potential negative impact of the pandemic on the availability of medicines and medical 

devices in South Africa. 
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SAHPRA is in constant communication with manufacturers, wholesalers and other healthcare providers 

to identify and respond to medicine and/or medical device shortages that may arise as a result of the 

Covid-19 pandemic. 

Although the scarcity of pharmaceutical products may raise prices, both the cost of medicines and their 

standard exit prices are tightly controlled by the South African government which has indicated that it 

will limit prices rises to 4.53% and ensure that wholesalers are able to maintain their margins. 

6. Key strengths 

The Directors believe that the Group excels in pharmaceutical distribution by ensuring the consistent 

availability of quality medicines and supplies to pharmacies and doctors in South Africa, ensuring that 

the Group is the preferred supplier of its customers. It also has access to a large pool of potential 

customers through V Professional Services and SAMA. 

Access to groups of doctors 

The Group has a relationship with V Professional Services, a business owned by one of the Directors, 

Gerhardus Viljoen, which provides the Group with access to a network of medical practitioners in South 

Africa, being potentially a large customer base.  

V Professional Services is a leading independent provider of accounting, administration and practice 

management services to independent medical practices in South Africa. Lems and V Professional 

Services have entered into an agreement whereby the V Professional Services will, amongst other 

things: 

 make its database available to Lems; 

 procure that Lems has access to the 18,000 doctors registered with SAMA; 

 refer its clients to Lems;  

 seek to identify those of its clients that may be most interested in the Group’s services and 

notify Lems of the details of such clients; and 

 advertise Lems and promote the app on VProf’s website and procure that SAMA do likewise. 

Gerhardus Viljoen is essential to the development of the Group and its business plan due to his vision 

for the Group’s future and the access to medical professionals that the Group is able to exploit by virtue 

of Gerhardus Viljoen’s ownership of V Professional Services. The Company is considering engaging a 

senior medical practitioner as a non-executive director to strengthen the Company’s relationship with 

the medical community but no agreements have been reached to date. 

7. Regulatory Regime 

Lems’ regulated business operates under the supervision and control of the Department of Health of 

South Africa, including under the legislation of the MCC. It has licence number 0000000979. Its facilities 

are maintained under strict temperature controlled environments with an annual inspection to ensure 

that all policies and procedures are adhered to. The licence was initially granted on 10 September 2015, 

and renewed on 18 November 2015, and is valid for five years from that date.  

The Group is not permitted or regulated and does not provide drugs to end consumers. Each receiving 

party must have its own dispensing licence and practice number prior to Lems providing delivery of any 

restricted drugs to it.  

The MCC regulates medicines for human and animal use, on behalf of the Department of Health and in 

accordance with the provisions of the Medicines Act and the relevant regulations made thereunder. 

Amongst other things, it is unlawful for medicines or medical devices to be marketed, manufactured, 

distributed and sold or supplied in South Africa except in accordance with the appropriate authorisation, 

registration certificates, licences, clinical trial approvals or exemptions obtained from the MCC. The 

licensing system includes the Council, the Registrar of Medicines and the Directorate: Inspectorate and 

Law Enforcement, whose duties comprise the issue of licences to those engaged in the sale or supply 

of medicines and medical devices by way of wholesale dealing. Further, the Good Manufacturing 

Procedures Inspectorate and the Council are responsible for ensuring that licence holders comply with 



 

 37 

 

the provisions of their licences. The wholesale or distribution of veterinary medicine or medical devices 

for animal use, registered with the Medicines Control Council in terms of the provisions of the Medicines 

and Related Substance Act, 1965 (Act 101 of 1965), is subject to the same legislation and the 

requirements are similar. 

Relevant legislation 

In terms of the provisions of section 22C(1)(b) of the Medicines Act, the Council may, on application in 

the prescribed manner and on payment of the prescribed fee, issue to a wholesaler of a pharmaceutical 

product a licence to act as a wholesaler of such a pharmaceutical product. The Council may determine 

conditions to the licence, pertaining to acceptable quality assurance principles and good wholesaling 

practices at the wholesaler.  

In terms of the provisions of section 22D read together with regulation 20 of the Medicines Act, a licence 

is valid for a period of five years (as referred to above) upon which the licence must be renewed on 

application to the Medicines Control Council. An application for the renewal of a licence to act as a 

Wholesaler of pharmaceutical products shall be made to the Council at least ninety days before the 

expiry of the existing licence.  

In terms of the provisions of regulation 19 of the Medicines Act, the licensee must pay an annual license 

fee to the Medicines Control Council for continued registration. In accordance with the Council’s 

Guidelines Fees Payable to the Registrar, the annual retention fee in respect of a licence issued in 

terms of section 22C(1)(b) of the Medicines Act is payable on or before the last working day of June 

each year, failing which registration may be cancelled.  

In terms of the provisions of regulation 19 of the Medicines Act, the licensee must notify the Registrar 

of Medicines of any changes to any particulars that was furnished in the application or appearing on the 

license e.g. change in business address, change in Responsible Pharmacist.  
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PART II 

DIRECTORS AND CORPORATE GOVERNANCE 

1. The Board and senior management 

The Board currently comprises four Directors.   

Shaun Ivan Gresse, Non-Executive Chairman (aged 45) 

Shaun Gresse graduated from the University of Pretoria, and was admitted as an advocate to the High 

Court of South Africa, and then worked at various attorneys as a candidate attorney from 2003 to 2005, 

where he carried out a variety of work.  

In 2006 he founded SIG Labour Specialists, to fill the labour gap in the market by ensuring that the 

correct corporate governance compliance is implemented with all the changes in labour and collective 

agreements. Shaun also safeguarded companies against the incorrect implementation of these 

changes and attended to the negotiation with unions in terms of salary increases and also assists in the 

correct implementation of it. SIG also works to provide training to staff members, in order for them to 

have the necessary knowledge and skills to be able to perform to their maximum capacity, in order for 

the company or organisation to be able to survive in today’s marketplace. 

Shaun founded PSC Brokers (Pty) Ltd in 2017 which also provides corporate governance guidance, 

short term insurance provisions. 

Gerhardus “Gert” Petrus Viljoen, Chief Executive Officer (aged 40) 

Gert Viljoen is a very experienced Executive in his field. His combination of knowledge and an extensive 

network within the medical fraternity in Southern Africa resulted in him pursuing the opportunity to use 

his background to expand and grow the Group within the European markets. He is the founder member 

and chief executive office of the Group. He developed V Professional Services which delivers a wide 

range of financial and administrative services to healthcare companies and medical practitioners in 

South Africa. This was the foundation for the birth of the Umuthi Group, which utilises the access points 

to customers on a healthcare technology based platform. His vision which was created more than five 

years ago, showed the foresight which is relevant in current times. Through the experience gained in 

this business he identified and developed the model for the Group’s business. Gert has a B. Comm 

Accounting (UJ), and Finance Honours (CTA) from the University of Johannesburg and is a Member of 

South African Institute of Professional Accountants. Gert is also a member of the Institute of Directors.       

Pieter Grimes, Chief Financial Officer (aged 38) 

Pieter Grimes worked for 10 years at Equity Pharma Holdings Pty Ltd, now Clinige  n SA. Clinigen forms 

part of the Clinigen Group, which is listed on the LSE’s AIM market. He was the Financial Manager, and 

therefore responsible for day to day accounting and financial functions of a number of the group’s 

subsidiaries, namely Equity Pharmaceuticals, Homemed, Glucolab, Equity Shared Services 

(Logistics),Equity Dental and Equity Australia.  

Pieter came from Equity Pharma Holdings Pty Ltd (now Clinigen SA) where he worked for 10 years. 

Clinigen forms part of UK listed Clinigen group. He was the Financial Manager of Subsidiaries including 

Equity Pharmaceuticals, Homemed, Glucolab, Equity Shared Services (Logistics), Equity Dental and 

Equity Australia. Pieter holds aB.Com Hons. Financial from the University of Pretoria. 

Colin Bloom – Non-Executive Director (aged 49) 

Colin Bloom, aged 49 is an experienced senior executive with a proven record of excellent people 

management and leadership in large and medium sized corporate, charitable and political 

organisations. Colin was Chief Executive of Mission Care, a provider of social and healthcare to older 

people, people with disabilities and HIV. Mission Care had 500 healthcare workers, delivering services 

across London. In 2004 Colin set up Mission Care International, a charitable programme working in 

Africa, Haiti and India. Mission Care International partnered with other health and social care providers 

to build clinics, community kitchens, midwifery centres, orphanages and sanitation programmes. 
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Between 2011 and 2015 Colin held the following commercial roles, Operations Director at Roy Bloom 

Ltd, International Director of Heritage Bathrooms Plc and Commercial Manager at Thomas Jourdan Plc. 

Further details of Directors’ service agreements and letters of appointment are set out in paragraph 8.3 

of Part VII: Additional information of this document.  

2. Independence of the Board 

Colin Bloom and Shaun Gresse are independent directors in accordance with the Corporate 

Governance Code. It is expected that additional directors, both executive and non-executive, will be 

appointed at relevant times during the growth of the Company, and that independence will be one of 

the factors taken into account in relation to appointments at that time. 

3. Strategic decisions 

The Board is responsible for the Company’s objectives and business strategy and its overall 

supervision.  Operational, research and development, acquisition, divestment and other strategic 

matters will all be considered and determined by the Board. 

The Board will provide leadership within a framework of appropriate and effective controls.  The Board 

will set up, operate and monitor the corporate governance values of the Group and will have overall 

responsibility for setting the Group’s strategic aims, defining the business objective, managing the 

financial and operational resources of the Group and reviewing the performance of the officers and 

management of the Group’s business.  The Board will take appropriate steps to ensure that the 

Company complies with Listing Principles 1 and 2 as set out in Chapter 7 of the Listing Rules and 

(notwithstanding that they only apply to companies with a Premium Listing) the Premium Listing 

Principles as set out in Chapter 7 of the Listing Rules. 

4. Corporate governance 

As a company with a Standard Listing, the Company is not required to comply with the provisions of the 

Corporate Governance Code.  However, in the interests of observing best practice on corporate 

governance, the Company intends to comply with the provisions of the Corporate Governance Code 

insofar as is appropriate having regard to the size and nature of the Company and the size and 

composition of the Board. 

Accordingly, the Board has established an Audit and Risk Committee, and a Remuneration Committee. 

4.1 Audit and Risk Committee 

The Audit and Risk Committee initially comprises Colin Bloom and Shaun Gresse (chairman), and is 

responsible, amongst other things, for monitoring the Group’s financial reporting, external and internal 

audits and controls, including reviewing and monitoring the integrity of the annual and half-yearly 

financial statements, reviewing and monitoring the extent of non-audit work undertaken by external 

auditors, advising on the appointment of external auditors, overseeing the relationship with its external 

auditors, reviewing the effectiveness of the external audit process and reviewing the effectiveness of 

internal control review function.  The ultimate responsibility for the reviewing and approving the annual 

report and accounts and the half-yearly reports remains with the Board.  The Audit and Risk Committee 

gives due consideration to laws and regulations, including the provisions of the Corporate Governance 

Code and the requirements of the Listing Rules. The Audit and Risk Committee will meet at least twice 

per year at appropriate intervals in the financial reporting and audit cycle and otherwise as required. 

4.2 Remuneration Committee 

The Remuneration Committee initially comprises Colin Bloom (chairman) and Shaun Gresse, and is 

responsible, amongst other things, for assisting the Board in determining its responsibilities in relation 

to remuneration, including making recommendations to the Board on the Company’s policy on executive 

remuneration, including setting the parameters and governance framework of the Company’s 

remuneration policy and determining the individual remuneration and benefits package of each of the 

Company’s executive directors, including bonus payments. It is also responsible for approving the rules 
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and basis for participation in any performance related pay-schemes, share or share option incentive 

schemes and obtaining reliable and up-to-date information about remuneration in other companies.  The 

Remuneration Committee will meet at least twice per year. 

4.3 MAR 

The Company has adopted procedures ensuring compliance with MAR and the Board will be 

responsible for taking all proper and reasonable steps to ensure compliance with the MAR by the 

Directors. 

4.4 Anti-Bribery Policy 

The Group has an anti-bribery policy in place, which applies to all employees. This seeks to ensure that 

the Group complies with the Bribery Act 2010 and all other applicable regulations. 

4.5 Conflicts of interest 

Potential areas for directors’ conflicts of interest in relation to the Company include: 

• the directors are required to commit a limited amount of time to the Company’s affairs and, 

accordingly, they may have conflicts of interest in allocating management time among various 

business activities; 

• in the course of their other business activities, the directors may become aware of investment 

and business opportunities which may be appropriate for presentation to the Company as well 

as the other entities with which they are affiliated.  They may have conflicts of interest in 

determining to which entity a particular business opportunity should be presented; and 

• the directors are or may in the future become affiliated with entities engaged in business activities 

similar to those intended to be conducted by the Group. 

Accordingly, as a result of these multiple business affiliations, each of the directors may have similar 

legal obligations to present business opportunities to multiple entities.  In addition, conflicts of interest 

may arise when the Board evaluates a particular business opportunity. 

The directors have, or may come to have, other fiduciary obligations, including to other companies on 

whose board of directors they presently sit or to other companies whose board of directors they may 

join in the future.  To the extent that they identify business opportunities that may be suitable for the 

Company or other companies on whose board of directors they may sit, the directors will honour any 

pre-existing fiduciary obligations ahead of their obligations to the Company.  Accordingly, they may 

refrain from presenting certain opportunities to the Company that come to their attention in the 

performance of their duties as directors of such other entities unless the other companies have declined 

to accept such opportunities or clearly lack the resources to take advantage of such opportunities. 

Additionally, the directors may become aware of business opportunities that may be appropriate for 

presentation to the Company as well as the other entities with which they are or may be affiliated. 

5. Lock-Up agreements 

Each of the Directors who will hold interests in Ordinary Shares at Admission have undertaken to the 

Company that, other than in certain limited circumstances they will not, and will procure that any 

associated party will not, dispose of any interest they hold in the 40,323,365 Ordinary Shares in 

aggregate held by them (representing approximately 43.83% of the Ordinary Shares at Admission) for 

a period of 12 months following Admission.   

Further details of the lock-up agreements are set out in paragraph 9.3 of VI: Additional Information of 

this document. 
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6. Share option schemes 

The Company recognises the need to provide appropriate incentive packages in order to attract and 

retain skilled individuals, key to the business including both directors and employees. Accordingly, the 

Directors will review whether to establish an appropriate scheme in due course, after Admission. 
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PART III 

OPERATING AND FINANCIAL REVIEW 

The overview of financial results below provides information which the Directors consider relevant to an 

assessment and understanding of the Group’s financial position and results of operations. This section 

contains financial information that has been extracted or derived, without material adjustment, from the 

Group’s audited financial information for the period from 1 September 2016 to 31 August 2019. 

The following discussion should be read in conjunction with the other information in this Prospectus, in 

particular with the entire Part VI: Historical Financial Information. This discussion contains forward-

looking statements, which, although based on assumptions that the Directors consider reasonable, are 

subject to risks and uncertainties which could cause actual events or conditions to differ materially from 

those expressed or implied by the forward-looking statements. Investors should read the notice in 

relation to forward looking statements. 

The key risks and uncertainties include but are not limited to those described in the section of this 

Prospectus entitled “Risk Factors”. 

1. History of the Group 

Umuthi  

The Company was incorporated in England and Wales as a private limited company with registered 

number 11208220 on 15 February 2018. The Company was incorporated with a share capital of £1 

comprising 1 ordinary share of £1 nominal value. On 24 January 2019, that ordinary share was sub-

divided into 1,000 Ordinary Shares, of £0.001 each.  

On 29 January 2019 the Company and the shareholders of Lems entered into the Share Exchange 

Agreements, under which the entire issued share capital of Lems was acquired by the Company, and 

86,999,000 Ordinary Shares were issued to the previous shareholders of Lems. The Group therefore 

comprises Umuthi as the holding company of all the shares in issue in Lems.  

On 2 May 2018 the Company entered into a conditional £340,000,000 (ZAR 6,640,625,000 million) 

equity facility with GEM, a $3.4 billion alternative investment group that manages a diverse set of 

investment vehicles focused on emerging markets across the world. The Group intends to use funds 

drawn down under this facility to finance its acquisitive growth. The facility will come into effect from the 

date of Admission and does not form part of the Company’s working capital calculation. 

The Company was re-registered as a public limited company on 20 February 2019. 

All of the issued Ordinary Shares will be in registered form, and capable of being held in certificated or 

uncertificated form. The Registrar will be responsible for maintaining the share register.  Temporary 

documents of title will not be issued.  The ISIN of the Ordinary Shares is GB00BJ56HG01. The SEDOL 

number of the Ordinary Shares is BJ56HG0. The LEI of the Ordinary Shares is 

2138001LY71V36R52J72.  

Lems 

Lems Pharmaceutical Limited was incorporated on 1 September 2014. The Company began operations 

fully on 1 January 2017. In September 2017 Lems raised equity funding of ZAR150m (£7,680,000) from 

private investors and others which funding is intended to be used principally towards the Group’s 

strategic objectives. 

No significant changes to the financial position and financial performance of Lems have occurred since 

31 August 2019.  

A number of conditional agreements and letters of intent to acquire certain projects have since been 

entered into as described in paragraph 1 of Part I of this document.  

 

Operating Segments 
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Umuthi and its associated companies have the footprint, experience, licensing and funding in place, 

combined with a strategic growth plan for organic and acquisitive growth drawn from the collective 

businesses and strategic partnerships. 

Holding Company 

Umuthi has no historical trading activities and is the ultimate holding company of the Group, and as a 

result of this, the issuer. In the period since incorporation to 31 August 2019 the Company incurred no 

revenues or expenses save for assets which consist of other receivables and prepayments (28 August 

2019: £20,001). Liabilities consist of trade payables (28 August 2019: £20,000). 

Subsidiaries 

Lems – Wholesale pharmaceutical sales  

Lems is dedicated to supporting the business activities and patient care of independent medical 

practices around rural South Africa, an area which is home to 60% of the country’s population. 

Lems identified a gap in the market for the wholesale supply and sale of pharmaceutical products in 

South Africa, including prescription and other medicines, ancillary and related products.  

As a result, the company was founded in 2015 and began operations in 2017. On the medicines side 

Lems is a supplier of schedule 1-6 medicines - schedule 1 and 2 medicines are only available over the 

pharmacy counter and don’t require a prescription, while schedules 3 to 6 are only available with a 

prescription from a doctor. 

Other product ranges include medical and surgical instruments and other pharmaceutical items. The 

company mainly supplies to rural GPs with onsite dispensaries but has also started approaching 

pharmacies in rural towns.  

In addition, the Lems App enables doctors to on-board seamlessly and to track and place orders, coming 

complete with a product catalogue, order status tracking and a section to view frequently ordered items.  

The group has an informal strategic partnership with V Professional Services which is a Medical Practice 

Administrator, Medical Bureau and Professional Accounting firm that is dedicated to supporting the 

business activities and patient care of independent medical practices around rural South Africa, home 

to 60% of the population – see www.vprof.co.za.  

Currently 80% of V Professional Services customer doctors’ patients are on Medical Aid with the GP’s 

recovering/collecting 95% of claims from Medical Aid. A digital application of the service has just been 

introduced to access the 18,000 doctors registered with SAMA. Lems will therefore, as a result of the 

development of the app over the last three years and as a result of the captive market as provided 

through its association with V Professional Services, be able to on-board additional doctors and 

pharmacies during the 12 months post admission  

A significant development for the community/rural pharmacy was the granting, to medical practitioners, 

of licenses to dispense medicines. Originally, this provision was intended to address needs of the rural 

communities where there were no pharmacists. It started therefore, with a relatively small number of 

exceptional cases. The current reality, however, is that more than 80% of practising rural doctors are 

permitted to dispense, not only for their own patients but those of their non-dispensing colleagues.  

Wholesalers such as Lems do not compete on price but on service and availability of stock due to SEP 

(standard exit price), thus with the integration of technological advancement the group has at its disposal 

these medical practitioners will have access to a much wider range of medicines, not just limited to the 

schedule 1 – 6 medicines, as well as more reliable delivery periods which allows them greater flexibility 

The wider range of medicines will include the normal “across the counter” medicines (e.g. homeopathic 

or natural products) and medical supplies (e.g. bandages and soft products), that are not subject to 

SEP, which the group can bulk buy from outside sources allowing greater margins (Schedule 1 – 2 

medicines are also excluded). 

http://www.vprof.co.za/
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In this regard V Professional Services gives the Group a unique opportunity to access these medical 

practitioners as they are already supplying them with many services and therefore making the 

application and other technology a seamless proposal. 

Further to this, the Group has formed working relationships with centres of influence like the Council of 

Medical Schemes, with intention of expanding the availability of affordable and effective medicines in 

the rural areas. 

Lems obtained a registration with the Medical Control Council (Licence Number 0000000979), which 

has been maintained annually and inspections adhered to. 

Outsourced delivery mechanisms were put in place, at the expense of the customer. 

Gross margins on products reach an average of 20%. Variable costs including, staffing and 

transportation, are relatively fixed, creating considerable operating gearing.  

Key Performance indicators 

 Revenue – standard exit prices as determined by the South African Government apply 

 

 Operating cash flow  

o  Doctors pay via EFT and credit card for their purchases. With the mobile app launch, 

where buyers will pay via a secure PayPal type of gateway, this results in extremely 

marginal levels of debtors for these sales, if any. 

o Pharmacies will be provided with 30 days credit, after stringent credit checks, but will, 

at least not initially, make up a material part of the business. 

o This results in profits turning into cash very quickly, with a cash conversion rate in 

excess of two times 

o Trade creditors are paid on 30-day trade terms 

 

 Due to the interactive, technology-based nature of the business model, operating expenses 

do not increase at the same rate as revenue   

 

Financial Review  

Revenue and cost of sales  

For the period ended 28 February 2017, Lems had revenue of £134,000 and corresponding cost of 

sales of £265,000, resulting in a gross loss of £131,000. For the period ended 28 February 2018, Lems 

had revenue of £105,865 and corresponding cost of sales of £68,000, resulting in a gross profit of 

£37,000. For the period ended 28 February 2019, Lems generated revenue of £87,449 and a gross 

profit of £1,135. The increased cost of sales is as a result of the preparation for inventory availability for 

the additional clients that were signed up post year end. For the six months ended 31 August 2019 

Lems had revenue of £10,418 and corresponding cost of sales of £10,358. 

The sales to pharmacies have commenced at the end of the 2019 financial year, with the majority of 

sales in this division commencing post February 2019. 

The decrease in sales for the year ended 28 February 2018 was due the company focusing on the 
expansion and development of the distribution platform. 

Gross margins on products average 20%. The gross loss for the period ended 28 February 2017 was 
as a result of a high level of cost of sales, due to inventory levels being increased. With the inventory 
levels being at more optimum levels, the margins are expected to normalize in 2020. 

Other expenses 

Variable costs include staff costs and transportation.  
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Equity and Liabilities  

Short term financial liabilities as at 31 August 2019 decreased from 28 February 2019 and 28 February 
2018 due to the funding from the controlling shareholder becoming a capital contribution, with rights to 
repayment having been renounced.  

In addition, short term liabilities increased as at 28 February 2018 and remained consistent at 28 
February 2019, as a result of the mortgage bond against the investment property acquired. 

Current loans increased year on year as a result of an increase in shareholder loans and related party 
funding. The above loans are unsecured, interest free and repayable on demand. Shareholders and 
related parties have indicated that there are no intentions to demand repayment of such loans in the 
foreseeable future, however the repayment has been taken into account in the working capital 
statement.  
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Capitalisation and Indebtedness  

The table below sets out the Group’s capitalisation and indebtedness as at 30 June 2020 and has 
been extracted without material adjustment from the Historical Financial Information in Part IV. 

 

Total Current Debt  (£)  

Guaranteed  0  

Secured   0 

Unguaranteed/Unsecured  121,355 

Total Non-Current Debt (Excluding Current Portion of Long 

Term Debt) 

Guaranteed  0  

Secured  272,452  

Unguaranteed/Unsecured  0   

Shareholder Equity  30 June 2020  

(£) 

Share Capital  1,997,242 

Legal Reserves 

Other Reserves  

8,276 

0 

Total  2,005,518 

  

 
Accounting policies and financial reporting 

The Group’s financial year end is 28 February and the next set of annual financial statements will be for 

the period to 28 February 2020. The Group will present its financial statements in accordance with 

International Financial Reporting Standards as adopted by the European Union. 

Net indebtedness 

The following table sets out the net indebtedness of the Group as at 30 June 2020. 

 (£)  

A. Cash  51,751 

B. Cash equivalent  0  

C. Trading securities  0  

D. Liquidity (A) + (B) + (C)  51,751 

E. Current financial receivable  5,568  

F. Current bank debt  0 

G. Current portion of non-current debt  0  
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H. Other current financial debt  

 

121,355  

 

I. Current Financial Debt (F) + (G) + (H)  

 

121,355 

 

J. Net Current Financial Indebtedness (I) - (E) - (D)  

 

64,036 

 

K. Noncurrent Bank loans  

 

272,452 

L. Bonds Issued  

 

0 

 

M. Other noncurrent loans  

 

0 

N. Non-current Financial Indebtedness (K) + (L) + (M)  

 

272,452  

 

O. Net Financial Indebtedness (J) + (N)  

 

336,488 
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PART IV 

(A) ACCOUNTANT’S REPORT ON THE SPECIAL PURPOSE HISTORICAL FINANCIAL 

INFORMATION OF LEMS PHARMACEUTICAL LIMITED 

 

PKF Littlejohn LLP 

 

The Directors 

Umuthi Healthcare Solutions Plc. 

Suite A, 6 Honduras Street 

London EC1Y 0TH 

United Kingdom 

 27 August 2020 

Dear Sirs 

 

Lems Pharmaceutical Limited (the ‘‘Company’’) 

 

Introduction 

We report on the historic financial information set out in Section B of Part IV (the ‘‘Financial Information’’) 
relating to Lems Pharmaceutical Limited (‘‘the Company’’). This information has been prepared for inclusion in 
the document dated 27 August 2020 (the ‘‘Prospectus’’) relating to the proposed admission to listing on the 
standard segment of the Official List of the FCA and to trading on the Main Market for listed securities of the 
London Stock Exchange plc. of Umuthi Healthcare Solutions plc. and on the basis of the accounting policies set 
out in note 2. The report is required by Annex 1, Section 18, Item 18.1.1 of Commission Delegated Regulation 
(EU) 2019/980 and is given for the purpose of complying with that paragraph and for no other purpose. 

Save for any responsibility arising under Prospectus Regulation Rule 5.3.2R(2)(f) to any person as and to the 
extent there provided, to the fullest extent permitted by law we do not assume any responsibility and will not 
accept any liability to any other person for any loss suffered by any such other person as a result of, arising out 
of, or in connection with this report or our statement, required by and given solely for the purposes of complying 
with Annex 1, Item 1.3 of the Prospectus Delegated Regulation, consenting to its inclusion in the Prospectus. 

Responsibility 

The Directors of Umuthi Healthcare Solutions plc. are responsible for preparing the Financial Information on the 
basis of preparation set out in the notes to the Financial Information and in accordance with International 
Financial Reporting Standards (‘‘IFRS’’) as adopted by the European Union.  

It is our responsibility to form an opinion on the financial information as to whether the financial information 
gives a true and fair view, for the purposes of the Prospectus, and to report our opinion to you. 

Basis of opinion 

We conducted our work in accordance with the Standards for Investment Reporting issued by the Auditing 
Practices Board in the United Kingdom. Our work included an assessment of evidence relevant to the amounts 
and disclosures in the Financial Information. It also included an assessment of significant estimates and 
judgements made by those responsible for the preparation of the Financial Information and whether the 
accounting policies are appropriate to the Company and consistently applied and adequately disclosed. We 
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planned and performed our work so as to obtain all the information and explanations which we considered 
necessary in order to provide us with sufficient evidence to give reasonable assurance that the Financial 
Information is free from material misstatement whether caused by fraud or other irregularity or error. 

Opinion 

In our opinion, the Financial Information gives, for the purpose of the Prospectus dated 27 August 2020, a true 
and fair view in accordance with IFRS of the state of affairs of Lems Pharmaceutical Limited as at 28 February 
2017, 2018 and 2019, and of its profits, cash flows and changes in equity for the periods ended 28 February 
2017, 2018 and 2019 in accordance with the applicable financial reporting framework and has been prepared in 
a form that is consistent with the accounting policies to be adopted by Umuthi Healthcare Solutions Plc. in the 
next annual financial statements. 

Declaration 

For the purposes of Prospectus Regulation Rule 5.3.2R(2)(f), we are responsible for this report as part of the 
Prospectus and declare that to the best of our knowledge the information contained in this report is in 
accordance with the facts and contains no omission likely to affect its import.  This declaration is included in 
the Prospectus in compliance with Annex 1, Item 1.2 of the Prospectus Delegated Regulation and for no other 
purpose. 

 

Yours faithfully 

 

 

 

PKF Littlejohn LLP 

Chartered Accountants 

  



 

 50 

 

 

(B) LEMS PHARMACEUTICAL LIMITED CONSOLIDATED AND SEPARATE FINANCIAL 

STATEMENTS FOR THE YEAR ENDED 28 FEBRUARY 2019 
 

Consolidated Statement of Financial Position as at 
28 February 2019, 28 February 2018 and 28 February 2017 

 

Figures in Great British Pound 
Sterling (GBP) Notes 2019 2018 2017 

Assets     

Non-Current Assets     

Property, plant and equipment 7 490,732 719,974 28,055 

Other receivables 9 5,527 5,527 5,570 

  496,259 725,501 33,625 

     

Current Assets     

Inventories 10 125,333 115,551 60,105 

Trade receivables 9 113,859 39,589 21,289 

Cash and cash equivalent  11 8 12,914 129 

Other Financial asset 28 16,115 - - 

  255,315 168,054 81,523 

Total Assets  751,574 893,555 115,148 

     

Equity and Liabilities     

     

Equity     

Share capital 12 54,132 49,138 6 

Share premium  1,214,097 1,214,097 - 

Reserves  (22,920) 31,849 (25,993) 

Capital contribution  729,007 - - 

Accumulated loss  (1,410,266) (937,738) (680,849) 

  564,050 357,346 (706,836) 

Liabilities     

Non-current liabilities     

Loans from shareholders 13 - - 4,649 

Other financial liabilities 14 28,601 - - 

  28,601 - 4,649 

     

Current Liabilities     

Trade and other payables 15 25,911 44,865 16,235 

Other financial liabilities 14 133,012 491,344 801,100 

  
 

158,923 

 

536,209 

 

817,335 

Total Liabilities  187,524 536,209 821,984 

Total Equity and Liabilities  751,574 893,555 115,148 
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Consolidated Statement of Profit or Loss and Other Comprehensive 

Income for the years ended 28 February 2019, 28 February 2018 and 28 

February 2017 

 

Figures in Pounds Sterling (GBP) Notes 2019 2018 2017 

     

Revenue 16 87,449 105,865 134,026 

Cost of sales 17 (86,314) (68,461) (265,364) 

Gross profit (loss)  1,135 37,404 (131,338) 

Other operating income 18 - 597 - 

Other operating expenses 20 (456,308) (271,210) (92,599) 

Operating loss  (455,173) (233,209) (223,937) 

Investment income 21 14 349 - 

 Finance costs 22 (17,369) (24,029) (325) 

Loss before taxation  (472,528) (256,889) (224,262) 

Taxation 23 - - - 

Loss for the year  (472,528) (256,889) (224,262) 

     

Other comprehensive income:     

     

Items that may be reclassified profit 
or loss: 

    

Exchange differences on translating 
foreign operations 

 (54,769) 57,842 (39,896) 

Other comprehensive income for the 
year net of Taxation 

 (54,769) 57,842 (39,896) 
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Consolidated Statement Changes in Equity for the years 

28 February 2019, 28 February 2018 and 28 February 2017 

 

 
Share 

capital 
Share 

Premium 
Total share 

capital 

Foreign 
currency 

translation 
reserve 

Capital 
Contri
bution 

 
Accumulate

d loss Total equity 

Figures in Pounds 
Sterling (GBP) 

    
 

  

Balance at 01 March 
2016 

5 - 5 13,903 
- 

(456,587) (442,679) 

Loss for the year - - - -  (224,262) (224,262) 

Other comprehensive 
income 

- - - (39,896) 
- 

- (39,896) 

Total comprehensive 
Loss for the year 

- - - (39,896) 
- 

(224,262) (264,158) 

Issue of shares       1 - 1 - - - 1 

Total contributions by 
and distributions to 
owners of company 
recognised directly in 
equity 

- - - - - - - 

Balance at 01 March 
2017 

6 - 6 (25,993) 
- 

(680,849) (706,836) 

Loss for the year - - - - - (256,889) (256,889) 

Other comprehensive 
income 

- - - 57,842 
 

- 57,842 

Total comprehensive 
Loss for the year 

- - - 57,842 
- 

(256,889) (199,047) 

        

Issue of shares 49,132 
1,214,09

7 
1,263,229 - 

- 
- 1,263,229 

Balance at 01 March 
2018 

49,138 
1,214,09

7 
1,263,235 31,849 

- 
(937,738) 357,346 

 Loss for the year - - - -  (472,528) (472,528) 

Other comprehensive 
income 

- - - (54,769) 
 

- (54,769) 

Total comprehensive 
Loss for the year 

- - - (54,769) 
 

(472,528) (472,528) 

Issue of shares   5,000 - 5,000 -  - 5,000 

Total contributions by 
and distributions to 
owners of company 
recognised directly in 
equity 

- - - - 

 
 

729 
007 

 

 

- 729,007 

Balance at 28 
February 2019 

54,132 
1,214,09

7 
1,268,235 (22,920) 

729 
007 

(1,410,266) 564,050 

 

 



 

 53 

 

  

Consolidated Statement of Cash Flows for the years ended 

28 February 2019, 28 February 2018 and 28 February 2017 

  

Figures in Pounds Sterling (GBP) Notes 2019 2018 2017 

     

Cash flows from operating activities     

     

Loss before taxation  (472,528) (  256,889) (224,262) 

Adjustments for:     

Depreciation and amortisation  229,242 8,456 7,932 

Interest received  (14) (349) - 

Finance costs  17,369 24,029 325 

Exchange differences on translating 
foreign operations 

 54,769 13,062 (13,292) 

     

Changes in working capital:     

Inventories  89,537 (55,446) (9,726) 

Trade and other receivables  31,545 (18,257) (8,944) 

Trade and other payables  76 596 86,304 5,777 

Cash used in operations  26,516 (199,090) (242,190) 

Interest income  14 349 - 

Finance costs  (17,369) (24,029) (325) 

Net cash from operating activities  9,161 (222,770) (242,515) 

     

Cash flows from investing activities     

Purchase of property, plant and 
equipment 

 - (181) (1,010) 

Sale of property, plant and equipment  - 83 - 

Net cash from investing activities  - (98) (1,010) 

     

Proceeds on share issue  5,000 - - 

Proceeds from other financial liabilities  (4,856) - 338,505 

Repayment of shareholders loan  (22,212) 235,654 (87,416) 

Net cash from investing activities  (22,068) 235,654 251,089 

Total cash movement for the year  (12,907) 12,786 7,564 

Cash at the beginning of the year  12,915 129 (7,435) 

     

Total cash at end of the year 11 8 12,915 129 
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Notes to the cash flow statement 

1.  Non-cash transactions 

 

During the current year, the Group entered the following non-cash investing and financing 

activities which are: 

 not reflected in the consolidated statement of cash flows: 

Notes to the financial information 

  

1. General Information 

 

LEMS Pharmaceutical Limited is a private company incorporated on 17 September 2014 

and domiciled in South Africa.  The address of the registered office is Cnr Rautenbach & 

Sixth Street, Wynberg, Sandton, Gauteng, 2196. 

 

The activities of the Group are undertaken through Lems and its principal subsidiary (“the 

Group”). The Group operates in South Africa. The core activities of the Group are 

warehousing distribution with its focus on the healthcare sector. 

 

2. Significant accounting policies 

 

2.1 Basis of preparation 

 

This financial information has been prepared for the sole purpose of publication 

within this Prospectus. It has been prepared in accordance with the requirements 

of the Prospectus Rule and has been prepared in accordance with International 

Financial Reporting Standards and IFRS interpretations Committee (IFRS IC) 

interpretations as adopted by the European Union (‘‘IFRS’’) and the policies stated 

elsewhere within the Financial Information and the Companies Act 71 of 2008 of 

South Africa, as amended. The policies set out below have been consistently 

applied to all the periods presented unless otherwise noted. The Financial 

Information has been prepared under the historical cost convention, except for 

those assets which are measured at fair value.  The Financial Information does not 

constitute statutory accounts. 

 

The financial information is prepared on a going concern basis as the directors are 

satisfied that the Group has the resources to continue in business for the 

foreseeable future (which has been taken as 12 months from the date of approval 

of the historical financial information). The Group has prepared detailed cash flow 

forecasts for the next 24 months. The directors have made enquiries with 

management and considered budgets and cash flow forecasts for the Group and 

have, at the time of approving this Financial Information, a reasonable expectation 

that the Group has adequate resources to continue in operational existence for the 

foreseeable future. 

 

This financial information is presented in Pounds Sterling which is the Group’s 

presentational currency. Lems’s functional currency in ZAR (South African Rand)  
 

2.2 Consolidation 



 

 55 

 

 

Basis of consolidation 

 

The consolidated financial information incorporates the financial statements of 

Lems and all subsidiaries. Subsidiaries are entities (including structured entities) 

which are controlled by the Group. 

 

The Group has control of an entity when it is exposed to or has rights to variable 

returns from involvement with the entity and it can affect those returns through use 

of its power over the entity. 

 

The results of subsidiaries are included in the consolidated financial information 

from the effective date of acquisition to the effective date of disposal. 

 

Adjustments are made when necessary to the financial statements of subsidiaries 

to bring their accounting policies in line with those of the Group. 

 

All inter-company transactions, balances, and unrealised gains on transactions 

between Group companies are eliminated in full on consolidation. Unrealised 

losses are also eliminated unless the transaction provides evidence of an 

impairment of the asset transferred. 

 

Business combinations 

 

The Group accounts for business combinations using the acquisition method of 

accounting. The cost of the business combination is measured as the aggregate of 

the fair values of assets given, liabilities incurred or assumed and equity 

instruments issued. Costs directly attributable to the business combination are 

expensed as incurred, except the costs to issue debt which are amortised as part 

of the effective interest and costs to issue equity which are included in equity. 

 

Any contingent consideration is included in the cost of the business combination at 

fair value as at the date of acquisition. Subsequent changes to the assets, liability 

or equity which arise as a result of the contingent consideration are not affected 

against goodwill, unless they are valid measurement period adjustments. 

Otherwise, all subsequent changes to the fair value of contingent consideration that 

is deemed to be an asset or liability is recognised in either profit or loss or in other 

comprehensive income, in accordance with relevant IFRS's. Contingent 

consideration that is classified as equity is not remeasured, and its subsequent 

settlement is accounted for within equity. 

 

The acquiree's identifiable assets, liabilities and contingent liabilities which meet 

the recognition conditions of IFRS 3 Business combinations are recognised at their 

fair values at acquisition date. 

 

Contingent liabilities are only included in the identifiable assets and liabilities of the 

acquiree where there is a present obligation at acquisition date. 

 

On acquisition, the acquiree's assets and liabilities are reassessed in terms of 

classification and are reclassified where the classification is inappropriate for Group 

purposes. This excludes lease agreements and insurance contracts; whose 

classification remains as per their inception date. 
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Goodwill is determined as the consideration paid, plus the fair value of any 

shareholding held prior to obtaining control, plus non-controlling interest and less 

the fair value of the identifiable assets and liabilities of the acquiree. If, in the case 

of a bargain purchase, the result of this formula is negative, then the difference is 

recognised directly in profit or loss. 

 

Goodwill is not amortised but is tested on an annual basis for impairment. If goodwill 

is assessed to be impaired, that impairment is not subsequently reversed. 

 

2.3 Significant judgements and sources of estimation uncertainty 

 

The preparation of financial information in conformity with IFRS requires 

management, from time to time, to make judgements, estimates and assumptions 

that affect the application of policies and reported amounts of assets, liabilities, 

income and expenses. These estimates and associated assumptions are based on 

experience and various other factors that are believed to be reasonable under the 

circumstances. Actual results may differ from these estimates. The estimates and 

underlying assumptions are reviewed on an on-going basis. Revisions to 

accounting estimates are recognised in the period in which the estimates are 

revised and in any future periods affected. 

 

Critical judgements in applying accounting policies 

 

Management did not make critical judgements in the application of accounting 

policies, apart from those involving estimations, which would significantly affect the 

financial statements. 

 

Key sources of estimation uncertainty 

 

Trade receivables 

 

The Group assesses its trade receivables for impairment at the end of each 

reporting period. In determining whether an impairment loss should be recorded in 

profit or loss, the Group makes judgements as to whether there is observable data 

indicating a measurable decrease in the estimated future cash flows from the 

financial asset. 

 

Allowance for slow moving, damaged and obsolete inventory 

 

Management assesses whether inventory is impaired by comparing its cost to its 

estimated net realisable value. Where impairment is necessary, inventory items are 

written down to net realisable value. The write down is included in cost of sales. 

 

Fair value estimation 

 

Assets and liabilities of the Group are either measured at fair value or disclosure is 

made of their fair values. 

 

Observable market data is used as inputs to the extent that it is available. Qualified 

external valuers are consulted for the determination of appropriate valuation 

techniques and inputs. 
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Useful lives of property, plant and equipment 

 

Management assess the appropriateness of the useful lives of property, plant and 

equipment at the end of each reporting period. The useful lives of motor vehicles, 

furniture and computer equipment are determined based on Group replacement 

policies for the various assets. Individual assets within these classes, which have 

a significant carrying amount, are assessed separately to consider whether 

replacement will be necessary outside of normal replacement parameters. The 

useful life of manufacturing equipment is assessed annually based on factors 

including wear and tear, technological obsolescence and usage requirements. 

 

When the estimated useful life of an asset differs from previous estimates, the 

change is applied prospectively in the determination of the depreciation charge. 

 

2.4 Property, plant and equipment 

 

Property, plant and equipment are tangible assets which the Group holds for its 

own use or for rental to others and which are expected to be used for more than 

one year. 

 

An item of property, plant and equipment is recognised as an asset when it is 

probable that future economic benefits associated with the item will flow to the 

Group, and the cost of the item can be measured reliably. 

 

Property, plant and equipment is initially measured at cost. Cost includes all of the 

expenditure which is directly attributable to the acquisition or construction of the 

asset, including the capitalisation of borrowing costs on qualifying assets and 

adjustments in respect of hedge accounting, where appropriate. 

 

The initial estimate of the costs of dismantling and removing an item and restoring 

the site on which it is located is also included in the cost of property, plant and 

equipment, where the Group is obligated to incur such expenditure, and where the 

obligation arises as a result of acquiring the asset or using it for purposes other 

than the production of inventories. 

 

Expenditure incurred subsequently for major services, additions to or replacements 

of parts of property, plant and equipment are capitalised if it is probable that future 

economic benefits associated with the expenditure will flow to the Group and the 

cost can be measured reliably. Day to day servicing costs are included in profit or 

loss in the year in which they are incurred. 

 

Property, plant and equipment is subsequently stated at cost less accumulated 

depreciation and any accumulated impairment losses, except for land which is 

stated at cost less any accumulated impairment losses. 

 

Depreciation of an asset commences when the asset is available for use as 

intended by management. Depreciation is charged to write off the asset's carrying 

amount over its estimated useful life to its estimated residual value, using a method 

that best reflects the pattern in which the asset's economic benefits are consumed 

by the Group. Leased assets are depreciated in a consistent manner over the 

shorter of their expected useful lives and the lease term. Depreciation is not 

charged to an asset if its estimated residual value exceeds or is equal to its carrying 
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amount. Depreciation of an asset ceases at the earlier of the date that the asset is 

classified as held for sale or derecognised. 

 

The useful lives of items of property, plant and equipment have been assessed as 

follows: 

 

Item Depreciation method Average useful life 

Furniture and fixtures Straight line 6 years 

Office equipment Straight line 3 years 

IT equipment Straight line 3 years 

Computer software Straight line 3 years 

 

The residual value, useful life and depreciation method of each asset are reviewed 

at the end of each reporting year. If the expectations differ from previous estimates, 

the change is accounted for prospectively as a change in accounting estimate. 

 

Each part of an item of property, plant and equipment with a cost that is significant 

in relation to the total cost of the item is depreciated separately. 

 

The depreciation charge for each year is recognised in profit or loss unless it is 

included in the carrying amount of another asset. 

 

Impairment tests are performed on property, plant and equipment when there is an 

indicator that they may be impaired. When the carrying amount of an item of 

property, plant and equipment is assessed to be higher than the estimated 

recoverable amount, an impairment loss is recognised immediately in profit or loss 

to bring the carrying amount in line with the recoverable amount. 

 

An item of property, plant and equipment is derecognised upon disposal or when 

no future economic benefits are expected from its continued use or disposal. Any 

gain or loss arising from the recognition of an item of property, plant and equipment, 

determined as the difference between the net disposal proceeds, if any, and the 

carrying amount of the item, is included in profit or loss when the item is 

derecognised. 

 

2.5 Financial instruments 

 

Classification 

 

The Group classifies financial assets and financial liabilities into the following 

categories: 

 

• Loans and receivables 
• Financial liabilities measured at amortised cost 

Classification depends on the purpose for which the financial instruments were 

obtained / incurred and takes place at initial recognition. Classification is re-

assessed on an annual basis, except for derivatives and financial assets 
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designated as at fair value through profit or loss, which shall not be classified out 

of the fair value through profit or loss category. 

Initial recognition and measurement 

 

Financial instruments are recognised initially when the Group becomes a party to 

the contractual provisions of the instruments. 

 

The Group classifies financial instruments, or their component parts, on initial 

recognition as a financial asset, a financial liability or an equity instrument in 

accordance with the substance of the contractual arrangement. 

 

Financial instruments are measured initially at fair value, except for equity 

investments for which a fair value is not determinable, which are measured at cost 

and are classified as available-for-sale financial assets. 

 

 For financial instruments which are not at fair value through profit or loss, 

transaction costs are included in the initial measurement of the instrument. 

 

 

Subsequent measurement 

 

Loans and receivables are subsequently measured at amortised cost, using the 

effective interest method, less accumulated impairment losses. 

 

Financial liabilities at amortised cost are subsequently measured at amortised cost, 

using the effective interest method. 

 

Derecognition 

 

Financial assets are derecognised when the rights to receive cash flows from the 

investments have expired or have been transferred and the Group has transferred 

substantially all risks and rewards of ownership. 

 

Fair value determination 

 

The fair values of quoted investments are based on current bid prices. If the market 

for a financial asset is not active (and for unlisted securities), the Group establishes 

fair value by using valuation techniques. These include the use of recent arm’s 

length transactions, reference to other instruments that are substantially the same, 

discounted cash flow analysis, and option pricing models making maximum use of 

market inputs and relying as little as possible on entity-specific inputs. 

 

Impairment of financial assets 

 

At each reporting date the Group assesses all financial assets, other than those at 

fair value through profit or loss, to determine whether there is objective evidence 

that a financial asset or Group of financial assets has been impaired. 

 

For amounts due to the Group, significant financial difficulties of the debtor, 

probability that the debtor will enter bankruptcy and default of payments are all 

considered indicators of impairment. 
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Impairment losses are recognised in profit or loss. 

 

Impairment losses are reversed when an increase in the financial asset's 

recoverable amount can be related objectively to an event occurring after the 

impairment was recognised, subject to the restriction that the carrying amount of 

the financial asset at the date that the impairment is reversed shall not exceed what 

the carrying amount would have been had the impairment not been recognised. 

 

Reversals of impairment losses are recognised in profit or loss except for equity 

investments classified as available-for-sale. 

 

Impairment losses are also not subsequently reversed for available-for-sale equity 

investments which are held at cost because fair value was not determinable. 

 

Where financial assets are impaired through use of an allowance account, the 

amount of the loss is recognised in profit or loss within operating expenses. When 

such assets are written off, the write off is made against the relevant allowance 

account. Subsequent recoveries of amounts previously written off are credited 

against operating expenses. 

 

Loans to shareholders, directors, managers and employees 

 

These financial assets are classified as loans and receivables 

 

Trade and other receivables 

 

Trade receivables are measured at initial recognition at fair value and are 

subsequently measured at amortised cost using the effective interest rate method. 

Appropriate allowances for estimated irrecoverable amounts are recognised in 

profit or loss when there is objective evidence that the asset is impaired. Significant 

financial difficulties of the debtor, probability that the debtor will enter bankruptcy or 

financial reorganisation, and default or delinquency in payments (more than 30 

days overdue) are considered indicators that the trade receivable is impaired. The 

allowance recognised is measured as the difference between the asset’s carrying 

amount and the present value of estimated future cash flows discounted at the 

effective interest rate computed at initial recognition. 

 

The carrying amount of the asset is reduced through the use of an allowance 

account, and the amount of the loss is recognised in profit or loss within operating 

expenses. When a trade receivable is uncollectable, it is written off against the 

allowance account for trade receivables. Subsequent recoveries of amounts 

previously written off are credited against operating expenses in profit or loss. 

 

Trade and other receivables are classified as loans and receivables. 

 

Trade and other payables 

 

Trade payables are initially measured at fair value, and are subsequently measured 

at amortised cost, using the effective interest rate method. 

 

Cash and cash equivalents 

 



 

 61 

 

Cash and cash equivalents comprise cash on hand and demand deposits, and 

other short-term highly liquid investments that are readily convertible to a known 

amount of cash and are subject to an insignificant risk of changes in value. These 

are initially recorded at fair value and subsequently at amortised cost. These 

financial assets are classified as loans and receivables. 

 

Bank overdraft and borrowings 

 

Bank overdrafts and borrowings are initially measured at fair value, and are 

subsequently measured at amortised cost, using the effective interest rate method. 

Any difference between the proceeds (net of transaction costs) and the settlement 

or redemption of borrowings is recognised over the term of the borrowings in 

accordance with the Group’s accounting policy for borrowing costs. 

 

Bank overdrafts and borrowings are classified as current liabilities unless Lems has 

an unconditional right to defer settlement of the liability for at least 12 months after 

the settlement of the financial position date. 

 

2.6 Tax 

 

Current tax assets and liabilities 

 

Current tax for current and prior periods is, to the extent unpaid, recognised as a 

liability. If the amount already paid in respect of current and prior periods exceeds 

the amount due for those periods, the excess is recognised as an asset. 

 

Current tax liabilities (assets) for the current and prior periods are measured at the 

amount expected to be paid to (recovered from) the tax authorities, using the tax 

rates (and tax laws) that have been enacted or substantively enacted by the end of 

the reporting period. 

 

Deferred tax assets and liabilities 

 

A deferred tax liability is recognised for all taxable material temporary differences, 

except to the extent that the deferred tax liability arises from the initial recognition 

of an asset or liability in a transaction which at the time of the transaction, affects 

neither accounting profit nor taxable profit (tax loss). 

 

A deferred tax asset is recognised for all material deductible temporary differences 

to the extent that it is probable that taxable profit will be available against which the 

deductible temporary difference can be utilised. A deferred tax asset is not 

recognised when it arises from the initial recognition of an asset or liability in a 

transaction at the time of the transaction, affects neither accounting profit nor 

taxable profit (tax loss). 

 

A deferred tax asset is recognised for the carry forward of unused tax losses and 

unused STC (secondary tax on companies) credits to the extent that it is probable 

that future taxable profit will be available against which the unused tax losses and 

unused STC (secondary tax on companies) credits can be utilised. 

 

Deferred tax assets and liabilities are measured at the tax rates that are expected 

to apply to the period when the asset is realised or the liability is settled, based on 
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tax rates (and tax laws) that have been enacted or substantively enacted by the 

end of the reporting period. 

 

Tax expenses 

 

Current and deferred taxes are recognised as income or an expense and included 

in profit or loss for the period, except to the extent that the tax arises from: 

 

• a transaction or event which is recognised, in the same or a different period, to 

other comprehensive income, or 
• a business combination. 

 

Current tax and deferred taxes are charged or credited to other comprehensive 

income if the tax relates to items that are credited or charged, in the same or a 

different period, to other comprehensive income. 

 

Current tax and deferred taxes are charged or credited directly to equity if the tax 

relates to items that are credited or charged, in the same or a different period, 

directly in equity. 

 

2.7 Leases 

 

A lease is classified as a finance lease if it transfers substantially all the risks and 

rewards incidental to ownership. A lease is classified as an operating lease if it 

does not transfer substantially all the risks and rewards incidental to ownership. 

 

Finance leases – lessee 

 

Finance leases are recognised as assets and liabilities in the statement of financial 

position at amounts equal to the fair value of the leased property or, if lower, the 

present value of the minimum lease payments. The corresponding liability to the 

lessor is included in the statement of financial position as a finance lease obligation. 

 

The discount rate used in calculating the present value of the minimum lease 

payments is the interest rate implicit in the lease. 

 

The lease payments are apportioned between the finance charge and reduction of 

the outstanding liability. The finance charge is allocated to each period during the 

lease term so as to produce a constant periodic rate on the remaining balance of 

the liability. 

 

Operating leases - lessor 

 

Operating lease income is recognised as an income on a straight-line basis over 

the lease term. 

 

Initial direct costs incurred in negotiating and arranging operating leases are added 

to the carrying amount of the leased asset and recognised as an expense over the 

lease term on the same basis as the lease income. 

 

Income for leases is disclosed under revenue in profit or loss. 

 

Operating leases – lessee 
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Operating lease payments are recognised as an expense on a straight-line basis 

over the lease term. The difference between the amounts recognised as an 

expense and the contractual payments are recognised as an operating lease asset. 

This liability is not discounted. 

 

Any contingent rents are expensed in the period they are incurred. 

 

2.8 Inventories 

 

Inventories are measured at the lower of cost and net realisable value. 

 

Net realisable value is the estimated selling price in the ordinary course of business 

less the estimated costs of completion and the estimated costs necessary to make 

the sale. 

 

The cost of inventories comprises of all costs of purchase, costs of conversion and 

other costs incurred in bringing the inventories to their present location and 

condition. 

 

The cost of inventories of items that are not ordinarily interchangeable, and goods 

or services produced and segregated for specific projects is assigned using specific 

identification of the individual costs. 

 

The cost of inventories is assigned using the FIFO cost formula. The same cost 

formula is used for all inventories having a similar nature and use to the entity. 

 

When inventories are sold, the carrying amounts of those inventories are 

recognised as an expense in the period in which the related revenue is recognised. 

The amount of any write-down of inventories to net realisable value and all losses 

of inventories are recognised as an expense in the period the write-down or loss 

occurs. The amount of any reversal of any write-down of inventories, arising from 

an increase in net realisable value, are recognised as a reduction in the number of 

inventories recognised as an expense in the period in which the reversal occurs. 

 

2.9 Impairment of assets 

 

The Group assesses at each end of the reporting period whether there is any 

indication that an asset may be impaired. If any such indication exists, the Group 

estimates the recoverable amount of the asset. 

  

Irrespective of whether there is any indication of impairment, the Group also: 

 

• tests intangible assets with an indefinite useful life or intangible assets not yet 

available for use for impairment annually by comparing its carrying amount with 

its recoverable amount. This impairment test is performed during the annual 

period and at the same time every period 

• tests goodwill acquired in a business combination for impairment annually. 

 

If there is any indication that an asset may be impaired, the recoverable amount is 

estimated for the individual asset. If it is not possible to estimate the recoverable 

amount of the individual asset, the recoverable amount of the cash-generating unit 

to which the asset belongs is determined. 
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The recoverable amount of an asset or a cash-generating unit is the higher of its 

fair value less costs to sell and its value in use. 

 

If the recoverable amount of an asset is less than its carrying amount, the carrying 

amount of the asset is reduced to its recoverable amount. That reduction is an 

impairment loss. 

 

An impairment loss of assets carried at cost less any accumulated depreciation or 

amortisation is recognised immediately in profit or loss. Any impairment loss of a 

revalued asset is treated as a revaluation decrease. 

 

An entity assesses at each reporting date whether there is any indication that an 

impairment loss recognised in prior periods for assets other than goodwill may no 

longer exist or may have decreased. If any such indication exists, the recoverable 

amounts of those assets are estimated. 

 

The increased carrying amount of an asset other than goodwill attributable to a 

reversal of an impairment loss does not exceed the carrying amount that would 

have been determined had no impairment loss been recognised for the asset in 

prior periods. 

 

A reversal of an impairment loss of assets carried at cost less accumulated 

depreciation or amortisation other than goodwill is recognised immediately in profit 

or loss. Any reversal of an impairment loss of a revalued asset is treated as a 

revaluation increase. 

 

2.10 Share capital and equity 

 

An equity instrument is any contract that evidences a residual interest in the assets 

of an entity after deducting all of its liabilities. 

 

Ordinary shares are classified as equity. 

 

2.11 Employee benefits 

  

Short-term employee benefits 

 

The cost of short-term employee benefits, (those payable within 12 months after 

the service is rendered, such as paid vacation leave and sick leave, bonuses, and 

non-monetary benefits such as medical care), are recognised in the period in which 

the service is rendered and are not discounted. 

 

The expected cost of compensated absences is recognised as an expense as the 

employees render services that increase their entitlement or, in the case of non-

accumulating absences, when the absence occurs. 

 

The expected cost of profit sharing and bonus payments is recognised as an 

expense when there is a legal or constructive obligation to make such payments as 

a result of past performance. 

 

Defined contribution plans 
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Payments to defined contribution retirement benefit plans are charged as an 

expense as they fall due. 

 

Payments made to industry-managed (or state plans) retirement benefit schemes 

are dealt with as defined contribution plans where the Group’s obligation under the 

schemes is equivalent to those arising in a defined contribution retirement benefit 

plan. 

 

2.12 Revenue 

 

IFRS 15 Revenue from Contracts with Customers 

 

IFRS 15 establishes a single comprehensive model for entities to use in accounting 

for revenue arising from contracts with customers. IFRS 15 will supersede the 

current revenue recognition guidance including IAS 18 Revenue.  

The core principle of IFRS 15 is that an entity should recognise revenue to depict 

the transfer of promised goods or services to customers in an amount that reflects 

the consideration to which the entity expects to be entitled in exchange for those 

goods or services. Specifically, the Standard introduces a 5-step approach to 

revenue recognition: 

•• Step 1: Identify the contract(s) with a customer 

•• Step 2: Identify the performance obligations in the contract 

•• Step 3: Determine the transaction price 

•• Step 4: Allocate the transaction price to the performance obligations in the 

contract 

•• Step 5: Recognise revenue when (or as) the entity satisfies a performance 

obligation 

 

Under IFRS 15, an entity recognises revenue when (or as) a performance obligation 

is satisfied, i.e. when ‘control ‘of the goods or services underlying the performance 

obligation is transferred to the customer. 

Far more prescriptive guidance has been added in IFRS 15 to deal with specific 

scenarios. Furthermore, extensive disclosures are required by IFRS 15. 

 

Management has conducted a detailed analysis of the impact of IFRS 15 on the 

Group which has shown that the recognition of revenue will be consistent with the 

transfer of risks and rewards to the customer under IAS 18. We have concluded 

following this assessment that the implementation of IFRS 15 has not resulted in 

any impact to revenue in the Group’s consolidated historical financial information. 

 

Interest is recognised, in profit or loss, using the effective interest rate method. 

 

2.13 Borrowing costs 

 

All other borrowing costs are recognised as an expense in the period in which they 

are incurred. 
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2.14 Translation of foreign currencies 

 

Functional and presentation currency 

 
Items included in the financial statements of each of the Group entities are 
measured using the currency of the primary economic environment in which the 
entity operates (functional currency). 

 

This consolidated financial information is presented in Pounds Sterling which is the 

Group presentation currency. Lems functional currency in ZAR (South African 

Rand)  

Foreign currency transactions 

 

A foreign currency transaction is recorded, on initial recognition in Pounds, by 

applying to the foreign currency amount the spot exchange rate between the 

functional currency and the foreign currency at the date of the transaction. 

 

At the end of the reporting period: 

 

• foreign currency monetary items are translated using the closing rate; 

• non-monetary items that are measured in terms of historical cost in a foreign 

currency are translated using the exchange rate at the date of the transaction; 

and 

• non-monetary items that are measured at fair value in a foreign currency are 

translated using the exchange rates at the date when the fair value was 

determined. 

 

Exchange differences arising on the settlement of monetary items or on translating 

monetary items at rates different from those at which they were translated on initial 

recognition during the period or in previous consolidated and separate financial 

statements are recognised in profit or loss in the period in which they arise. 

 

When a gain or loss on a non-monetary item is recognised to other comprehensive 

income and accumulated in equity, any exchange component of that gain or loss is 

recognised to other comprehensive income and accumulated in equity. When a 

gain or loss on a non-monetary item is recognised in profit or loss, any exchange 

component of that gain or loss is recognised in profit or loss. 

 

Cash flows arising from transactions in a foreign currency are recorded in Pounds 

by applying to the foreign currency amount the exchange rate between the Pounds 

and the foreign currency at the date of the cash flow. 

 

Investments in subsidiaries, joint ventures and associates 

 

The results and financial position of a foreign operation are translated into the 

functional currency using the following procedures: 

 

• assets and liabilities for each statement of financial position presented are 

translated at the closing rate at the date of that statement of financial position; 

• income and expenses for each item of profit or loss are translated at exchange 

rates at the dates of the transactions; and 

• all resulting exchange differences are recognised to other comprehensive 

income and accumulated as a separate component of equity. 
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Exchange differences arising on a monetary item that forms part of a net investment 

in a foreign operation are recognised initially to other comprehensive income and 

accumulated in the translation reserve. They are recognised in profit or loss as a 

reclassification adjustment through to other comprehensive income on disposal of 

net investment. 

 

Any goodwill arising on the acquisition of a foreign operation and any fair value 

adjustments to the carrying amounts of assets and liabilities arising on the 

acquisition of that foreign operation are treated as assets and liabilities of the 

foreign operation. 

 

The cash flows of a foreign subsidiary are translated at the exchange rates between 

the functional currency and the foreign currency at the dates of the cash flows 

 

3. New Standards and Interpretations 

 

3.1 Standards and interpretations effective and adopted in the current year 

 

To all periods reported, the Group has adopted those standards and interpretations 

that are effective and that are relevant to its operations. 

 

3.2 Standards and interpretations not yet effective 

 

The Group has chosen not to early adopt the following standards and 

interpretations, which have been published and are mandatory for the Group’s 

accounting periods beginning on or after 01 March 2018 or later periods: 

 

Standard/ Interpretation: 

Effective date: 

Years beginning on or 

After (*Subject to EU 

endorsement) 

Expected impact: 

• IAS 28 Investments 

in associates and 

Joint Ventures: 

Annual 

Improvements 

01 January 2018 No Impact  

• IAS 40 Investment 

Property: Transfers 

of  Investment 

Property 

01 January 2018 
No Impact  

• IFRS 9 Financial 

Instruments 01 January 2018 
No impact 

• IFRS 15 Revenue 

from Contracts with 

Customers 
01 January 2018 

No Impact  

• Amendments to 

IFRS 15: 

Clarifications to IFRS 

01 January 2018 
No Impact 
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15 Revenue from 

Contracts with 

Customers 

• Amendments to 

IFRS 2: 

Classification and 

Measurement of 

Share-based 

Payment 

Transactions 

01 January 2018 
No Impact  

• Amendments   to   

IFRS   4:   Applying   

IFRS   9   Financial 

Instruments with 

IFRS 4 Insurance 

Contracts 

01 January 2018 
No Impact  

 

4. Risk management Capital risk management 

 

The Group's objectives when managing capital are to safeguard the Group's ability to 

continue as a going concern in order to provide returns for shareholders and benefits for 

other stakeholders and to maintain an optimal capital structure to reduce the cost of capital. 

 

The capital structure of the Group consists of debt, which includes the borrowings (excluding 

derivative financial liabilities) disclosed in notes 15 & 16 cash and cash equivalents disclosed 

in note 13, and equity as disclosed in the statement of financial position. 

 

In order to maintain or adjust the capital structure, the Group may adjust the amount of 

dividends paid to shareholders, return capital to shareholders, issue new shares or sell 

assets to reduce debt. 

 

Consistent with others in the industry, the Group monitors capital on the basis of the gearing 

ratio. 

 

This ratio is calculated as net debt divided by total capital. Net debt is calculated as total 

borrowings (including 'current and non-current borrowings' as shown in the statement of 

financial position) less cash and cash equivalents. Total capital is calculated as 'equity' as 

shown in the statement of financial position plus net debt. 

 

There are no externally imposed capital requirements. 

 

There have been no changes to what the entity manages as capital, the strategy for capital 

maintenance or externally imposed capital requirements from the previous year. 

 

The gearing ratio at 2019, 2018 and 2017 respectively were as follows: 

 

  2019 2018 2017 

Loans to (from) shareholders 13 22,212 - 4,649 

Other financial liabilities 14 399,317 1,171,209 801,100 
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Less: Cash and cash 

equivalents 
11 8 12,915 129 

Net debt  421,521 1,158,294 805,620 

Total equity  683,354 357,346 (706,836) 

Total capital  1,283,979 1,631,055 115,148 

Gearing ratio  62 % 324 % (114) % 

 

Liquidity risk 

 

Cash flow forecasting is performed by the Group. The Group finance department monitors 

rolling forecasts of the Group's liquidity requirements to ensure it has sufficient cash to meet 

operational needs while maintaining sufficient headroom on its undrawn committed 

borrowing facilities at all times so that the Group does not breach borrowing limits or 

covenants (where applicable)  on any of its borrowing facilities. Such forecasting takes into 

consideration the Group's debt financing plans, covenant compliance, compliance with 

internal statement of financial position ratio targets and, if applicable external regulatory or 

legal requirements - for example, currency restrictions. 

 

Cash flow forecasts are prepared, and adequate utilised borrowing facilities are monitored. 

 

The table below analyses the Group’s financial liabilities and net-settled derivative financial 

liabilities into relevant maturity Groupings based on the remaining period at the statement of 

financial position to the contractual maturity date. The amounts disclosed in the table are the 

contractual undiscounted cash flows. Balances due within 12 months equal their carrying 

balances as the impact of discounting is not significant. 

 

Group 

At 28 February 2019 
Less than 

1 year 
Between 1 

and 2 years 
Between 2 

and 5 years 

Over 5 
years 

Borrowings 133,012 - - - 

Trade and other payables 25,911 - - - 

At 28 February 2018 
Less than 

1 year 
Between 1 

and 2 years 
Between 2 

and 5 years 

Over 5 
years 

Borrowings 491,344 - - - 

Trade and other payables 44,865 - - - 

At 28 February 2017 
Less than 

1 year 
Between 1 

and 2 years 
Between 2 

and 5 years 

Over 5 
years 

Borrowings - 1 444 384 - - 

Trade and other payables 16,235 - - - 

 

Cash flow and fair value interest rate risk 

 

As the Group has no significant interest-bearing assets, the Group’s income and operating 

cash flows are substantially independent of changes in market interest rates. 

 

Fluctuations in interest rates impact on the value of short-term cash and financing activities, 

giving rise to interest rate risk. In the ordinary course of business, Lems receives cash from 

its operations and is required to fund working capital. The cash is managed to ensure funds 

are invested in a manner to achieve maximum returns while optimising risks.  
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Credit risk 

 

Credit risk is managed on a Group basis. 

 

Credit risk consists mainly of cash deposits, cash equivalents, derivative financial 

instruments and trade debtors. Lems only deposits cash with major banks with high quality 

credit standing and limits exposure to any one counter-party. 

 

Trade receivables comprise a widespread customer base. Management evaluated credit risk 

relating to customers on an on-going basis. If customers are independently rated, these 

ratings are used. Otherwise, if there is no independent rating, risk control assesses the credit 

quality of the customer, taking into account its financial position, past experience and other 

factors. Individual risk limits are set based on internal or external ratings in accordance with 

limits set by the board. The utilisation of credit limits is regularly monitored. Sales to retail 

customers are settled in cash or using major credit cards. Credit guarantee insurance is 

purchased when deemed appropriate. 

 

No credit limits were exceeded during the reporting period, and management does not 

expect any losses from non-performance by these counterparties. 

 

Foreign exchange risk 

 

The Group operates internationally and is exposed to foreign exchange risk arising from 

various currency exposures, primarily with respect to the US dollar and the UK pound and 

RSA Rand. Foreign exchange risk arises from future commercial transactions, recognised 

assets and liabilities and net investments in foreign operations. 

 

The Group does not hedge foreign exchange fluctuations. 

 

 

Exchange rates used for conversion 

of foreign items were: 
2019 2018 2017 

ZAR 
0.05668 0.06142 0.06189 

 

The Group reviews its foreign currency exposure, including commitments on an on-going 

basis. 

 

 

5. Financial assets by category 

 

The accounting policies for financial instruments have been applied to the line items below: 

 

As at 28 February 2019 

Loans and 

receivables 
Total 

Trade and other receivables 113,859 8,645 

Cash and cash equivalents 8 8 

 113,867 8,653 

 

As at 28 February 2018 
Loans and 

receivables 
Total 
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Trade and other receivables 39,589 40,190 

Cash and cash equivalents 12,914 12,915 

 52,503 53,105 

 

As at 28 February 2017 
Loans and 

receivables Total 

Trade and other receivables 21,289 21,289 

 Cash and cash equivalents 129 129 

 21,418 21,418 

 

6. Financial liabilities by category 

 

The accounting policies for financial instruments have been applied to the line items below: 

 

As at 28 February 2019 

Financial 

liabilities at 

amortised cost 
Total 

Other financial liabilities 
133,012 133,012 

Trade and other payables 25,911 25,911 

 
158,923 158,923 

 

 

As at 28 February 2018 

Financial 

liabilities at 

amortised cost 
Total 

Other financial liabilities 
491,344 491,344 

Trade and other payables 44,865 44,865 

 
536,209 536,209 

 
  

 

As at 28 February 2017 

Financial 

liabilities at 

amortised cost 
Total 

Other financial liabilities 
801,100 801,100 

Trade and other payables 
16,235 16,235 

 
817,335 817,335 

 

7. Property, plant and equipment 

Summary 

 

 2019 2018 

 
Cost or 

revaluation 

Accumulated 

depreciation 

Carrying 

value 

Cost or 

revaluation 

Accumulated 

depreciation 

Carrying 

value 
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Furniture 
and 
fixtures 

722,273 (231,601) 490,672 722,273 (6,940) 715,333 

Office 
equipment 

1,388 (1,328) 60 1,388 (925) 463 

IT 
equipment 

8,939 (8,939) - 8,939 (6,068) 2,871 

Computer 
software 

3,920 (3,920) - 3,920 (2,613) 1,307 

Total 736,520 (245,908) 490,732 736,520 (16,546) 719,974 

 

 2017 

 
Cost or 

revaluation 
Accumulated 
depreciation 

Carrying 
value 

Furniture and fixtures 22,229 (3,526) 18,703 

Office equipment 1,327 (439) 933 

IT equipment 8,512 (2,726) 5,786 

Computer software 2,864 (1,241) 2,633 

Total 34,977 (7,932) 28,055 

 

Reconciliation of property, plant and equipment - 2019 

 

 Opening balance Additions Disposals Depreciation Total 

Furniture and 
fixtures 

715 ,333 - - (224,661) 490,672 

Office 
equipment 

463 - - (403) 60 

IT equipment 2,871 - - (2,871) - 

Computer 
software 

1,307 - - (1,307) - 

Total 719,974 - - (229,242) 490,732 

 

Reconciliation of property, plant and equipment - 2018 

 

 
Opening 
balance 

Additions Disposals Depreciation Total     

Furniture 
and fixtures 

 18,703 700,276 - (3,646) 715,333     

Office 
equipment 

      933 - (22) (448) 463     

IT equipment    5,786 181 - (3,096) 2,871     

Computer 
software 

   2,633 - (61) (1,265) 1,307     

Total  28,055 700,457 (83) (8,455) 719,974     

 

Reconciliation of property, plant and equipment - 2017 

 

 
Opening 
balance 

Additions Depreciation Total   
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Furniture and 
fixtures 

22,229 - (3,526) 18,703 

Office 
equipment 

1,372 - (439) 933 

IT equipment 8,512 - (2,726) 5,786 

Computer 
software 

2,864 1,010 (1,241) 2,633 

Total 34,977 1,010 (7,932) 28,055 

 

   

   

8. Trade and Other receivables 

  
Figures in Pounds Sterling (GBP) 2019 2018 2017 

    

Trade receivables 119,386 45,116 26,859 

Split between non-current and 
current portions 

   

Non-current assets 5,527 5,527 5,570 

Current assets 113,859 39,589 21,289 

    

 

As of 28 February 2019, there were no trade and other receivables that had been impaired 

and provided for. 

 

 

 

9. Inventories 

 

Figures in Pounds Sterling (GBP) 2019 2018 2017 

 
   

Finished goods 
125,333 115,551 60,105 

 

10. CASH AND CASH EQUIVALENTS 

 

Figures in Pounds Sterling (GBP) 2019 2018 2017 

Cash and cash equivalents consist of:    

Bank balances 8 12,915 129 

 

The above cash balances where held in: 2019 2018 2017 

ZAR 
144 232,452 2,322 

 

11. Shared capital 
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Figures in Pounds Sterling (GBP) 2019 2018 2017 

Authorised    

80 000 000 (2018: 100) 92,000,000 80,000,000 100 

    

Reconciliation of number of shares 
issued: 

   

Reported as at 01 March 2017 100 100 100 

Issue of shares – ordinary shares 91,999,900 79,999,900 - 

 92,000,000 80,000,000 100 

    

Issued    

Ordinary no par value shares – 
Shares issued  
Closing balance  

49,138 
5,000 

54,138 

49,138 
- 

49,138 

6 
- 
6 

Share premium 1,214,097 1,214,097 - 

 

12. Loans to (from) shareholders 

 
Semenya BBB 22,212 - 4,649 

 

The loan is  denominated in ZAR                      391,884                                              75,117 
 

    

GP Viljoen  729,007 801,100 

JN Chinyanta  169,672 - 

    

The above loans are unsecured, interest 
free and repayable on demand. 

   

 230 525 898,679 801,100 

Non-current liabilities    

At amortised cost 230,525 272,530 - 

    

Current liabilities    

At amortised cost 133,012 491,344 801,100 

 

13. Trade and other payables 

 
Figures in Pounds Sterling (GBP) 2019 2018 2017 

Trade payables - - 13,766 

VAT 3,390 3,350 - 

Other accrued expenses 22,521 41,515 2,469 

 25,911 44,865 16,235 

 

 

14. Revenue 

 
Figures in Pounds Sterling (GBP) 2019 2018 2017 

Sale of goods 87,449 105,865 134,026 
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15. Cost of sales 

 
Figures in Pounds Sterling (GBP) 2019 2018 2017 

Sale of goods 86,314 68,461 265,364 

 

16. Other operating income 

 
Figures in Pounds Sterling (GBP) 2019 2018 2017 

Compensation from insurance claims - 597 - 

 

17. Operating profit (loss) 

 

Operating loss for the year is stated after charging (crediting) the following, amongst others: 

 
Figures in Pounds Sterling (GBP) 2019 2018 2017 

Employee costs    

Salaries, wages, bonuses and other 
benefits 

143,791 114,116 22,260 

    

Leases    

Operating lease charges    

Premises 15,912 19,848 16,167 

Equipment 3,553 1,540 3,682 

 19,465 21,388 19,849 

    

Depreciation and amortisation    

Depreciation of property, plant and 
equipment 

229,242 8,455 7,932 

    

Total depreciation and amortisation 229,242 8,455 7,932 

 

Expenses by nature 

 

The total cost of sales, selling and distribution expenses, marketing expenses, general and 

administrative expenses, research and development expenses, maintenance expenses and 

other operating expenses are analysed by nature as follows: 

 

18. Other Operating Expenses 

 
Figures in Pounds Sterling (GBP) 2019 2018 2017 

Employee costs 143,791 114,116 22,260 

Operating lease charges 19,465 21,388 19,849 

Depreciation, amortisation and impairment 229,242 8,455 7,932 

Other expenses 63,810 127,251 42,558 

 456,308 271,210 92,599 

 

19. Investment income 



 

 76 

 

 

Figures in Pounds Sterling (GBP) 2019 2018 2017 

Interest income    

From investments in financial assets:    

Bank and other cash 14 349 - 

 

 

20. Finance cost 

 

Figures in Pounds Sterling (GBP) 2019 2018 2017 

Non-current borrowings 17,369 23,988 - 

Bank overdraft - 41 325 

Total finance costs 17,369 24,029 325 

 

21. Taxation 

 

Figures in Pounds Sterling (GBP) 2019 2018 2017 

Major components of the tax expense    

Deferred    

Originating and reversing temporary 
differences 

- - - 

    

Reconciliation of the tax expense    

Reconciliation between accounting profit 
and tax expense. 

   

Accounting loss (472,528) (256,889) (425,473) 

Tax at the applicable tax rate of 28% 
(2019: 28%)(2018:28%) 

(132,308) (71,929) (119,132) 

Tax effect of adjustments on taxable 
income 

   

Charitable donations income 3,130 649 - 

Tax losses carried forward 132,308 71,280 119,132 

 - - - 

 

22. Related parties 

Relationships 

Subsidiaries Refer to note 10 

Members of key management G.P. Viljoen 

 D.W. Lourens 

 P.J. Grimes 

Related party balances 

Loan accounts – Owing (to) by related parties 
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2019 2018 2017 

G.P. Viljoen 
729,007 729,007 801,100 

 

23. Directors’ emoluments 

No emoluments were paid to the directors or any individuals holding a prescribed office 
during the year. 

 

24. Fair value 

 

Information Fair value hierarchy 

The table below analyses assets and liabilities carried at fair value. The different levels are 
defined as follows: 

Level 1: Quoted unadjusted prices in active markets for identical assets or liabilities that the 
Group can access at measurement date. 

Level 2: Inputs other than quoted prices included in level 1 that are observable for the 
asset or liability either directly or indirectly. 

Level 3: Unobservable inputs for the asset or liability. 

 

 

Level 2 

 

Recurring fair value measurements 

Liabilities Note(s) 

Financial liabilities at fair value through profit (loss)  

 

    

Loan – G.P. Viljoen - 729,007 801,100 

Loan – J.N. Chinyanta - 169,672 - 

    

Trade and other payables 25,911 44,865 16,235 

Total financial liabilities at fair 
value through profit (loss) 

- - - 

Total 
 

25,911 943,544 
817,335 

 

Level 3 25,911 943,544 817,335 

 

 

 

Transfers of assets and liabilities within levels of the fair value hierarchy 

 

There have been no transfers between fair value levels during any of the periods within this 
Financial Information. 
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Valuation processes applied by the Group 

 

The Group measures financial instruments such as derivatives, and non-financial assets 
such as investment properties, at fair value at each balance sheet date. Fair value related 
disclosures for financial instruments and non-financial assets that are measured at fair value 
or where fair values are disclosed are summarised in the accounting policies under note 1 
as well as in the following notes: 

Trade and other payables - Note 15 

Other financial liabilities - Note 14 

25. Other Financial Assets 

                                                                                             2019                   2018               2017 

 

            Loan account – SleepMD Pty Ltd                            16 115                    -                      - 
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(C) UMUTHI HEALTHCARE SOLUTIONS PLC INTERIM RESULTS FOR PERIOD ENDING 

31 AUGUST 2019 

 
 

Figures in Great British Pound 
Sterling (GBP) Notes 

31 August 2019 

 

 

 

Assets 
   

Non-Current Assets    

Investment in subs 6 89,999  

    

  89,999  

    

Current Assets    

Trade receivables 7 65,001  

    

Total Assets  155,000  

    

Equity and Liabilities    

    

Equity    

Share capital 8 90,000  

  90,000  

Liabilities    

    

Current Liabilities    

Trade and other payables 9 65,000  

    

  
 

65,000 
 

Total Liabilities  65,000  

Total Equity and Liabilities  155,000  
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Consolidated Statement of Profit or Loss and Other Comprehensive Income as at                 
31 August 2019 

 

Figures in Pounds Sterling (GBP) Notes 2019  

    

Revenue  -  

Cost of sales  -  

Gross profit (loss)  -  

Other operating income  -  

Other operating expenses  -  

Operating loss  -  

Investment income  -  

Finance costs  -  

Loss before taxation  -  

Taxation  -  

Loss for the year  -  

    

Other comprehensive income:    

    

Items that may be reclassified profit 
or loss: 

   

Exchange differences on translating 
foreign operations 

 
-  

Other comprehensive income for the 
year net of Taxation 

 
-  
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Consolidated Statement of changes in Equity for the period ended 31 August 2019 

 

 

Balance at 1 September 2018 90,000 - 90,000 - - - 90,000 

Loss for the year - - - - - - - 

Other comprehensive income - - - - - - - 

Total comprehensive Loss 
for the year 

- - - - - - - 

Issue of shares - - - - - - - 

Total contributions by and 
distributions to owners of 
company recognised 
directly in equity 

- - - - - - - 

Balance at 31 August 2019 90,000 - 90,000 - - - 90,000 
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Consolidated Statement of Cash Flows for the period ended 

31 August 2019  

  

Figures in Pounds Sterling (GBP) Notes 2019  

    

Cash flows from operating activities    

    

Loss before taxation  -  

Adjustments for:  -  

Depreciation and amortisation  -  

Interest received  -  

Finance costs  -  

Exchange differences on translating 
foreign operations 

 
-  

    

Changes in working capital:    

Inventories  -  

Trade and other receivables  65 001  

Trade and other payables  (65,000)  

Cash used in operations  1  

Interest income  -  

Finance costs  -  

Net cash from operating activities  1  

    

Cash flows from investing activities    

Purchase of property, plant and 
equipment 

 
-  

Investment in subsidiary   -  

Net cash from investing activities  -  

  -  

Proceeds on share issue  -  

Proceeds from other financial liabilities  -  

Repayment of shareholders loan  -  

Net cash from investing activities  -  

Total cash movement for the year  -  

Cash at the beginning of the year  -  

  -  

Total cash at end of the year  -  
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Notes to the cash flow statement 

 

1.  Non-cash transactions 

 

During the current year, the Company entered the following non-cash investing and 

financing activities which are: 

 not reflected in the consolidated statement of cash flows: 

 the Company acquired 100% of a subsidiary – Lems Pharmaceuticals Ltd – by issuing 

shares. 

 

Notes to the financial information 

  

2. General Information 

 

Umuthi Healthcare Solutions is a private company incorporated on 17 September 2014 and 

domiciled in South Africa.  The address of the registered office is Cnr Rautenbach & Sixth 

Street, Wynberg, Sandton, Gauteng, 2196. 

 

The core activity of the Company is as a holding company with its focus on the healthcare 

sector. 

 

3. Significant accounting policies 

 

3.1 Basis of preparation 

 

This financial information has been prepared for the sole purpose of publication 

within this Prospectus. It has been prepared in accordance with the requirements 

of the Prospectus Rule and has been prepared in accordance with International 

Financial Reporting Standards and IFRS interpretations Committee (IFRS IC) 

interpretations as adopted by the European Union (‘‘IFRS’’) and the policies stated 

elsewhere within the Financial Information and the Companies Act 71 of 2008 of 

South Africa, as amended. The policies set out below have been consistently 

applied to all the periods presented unless otherwise noted. The Financial 

Information has been prepared under the historical cost convention, except for 

those assets which are measured at fair value.  The Financial Information does not 

constitute statutory accounts. 

 

The financial information is prepared on a going concern basis as the directors are 

satisfied that the Company 

 has the resources to continue in business for the foreseeable future (which has 

been taken as 12 months from the date of approval of the historical financial 

information). The Company has prepared detailed cash flow forecasts for the next 

24 months. The directors have made enquiries with management and considered 

budgets and cash flow forecasts for the Company and have, at the time of 

approving this Financial Information, a reasonable expectation that the Company 

has adequate resources to continue in operational existence for the foreseeable 

future. 
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This financial information is presented in Pounds Sterling which is the Company’s 

presentational currency. Umuthi’s functional currency is GBP (Pound Sterling)  

 

3.2 Significant judgements and sources of estimation uncertainty 

 

The preparation of financial information in conformity with IFRS requires 

management, from time to time, to make judgements, estimates and assumptions 

that affect the application of policies and reported amounts of assets, liabilities, 

income and expenses. These estimates and associated assumptions are based on 

experience and various other factors that are believed to be reasonable under the 

circumstances. Actual results may differ from these estimates. The estimates and 

underlying assumptions are reviewed on an on-going basis. Revisions to 

accounting estimates are recognised in the period in which the estimates are 

revised and in any future periods affected. 

 

Critical judgements in applying accounting policies 

 

Management did not make critical judgements in the application of accounting 

policies, apart from those involving estimations, which would significantly affect the 

financial statements. 

 

Key sources of estimation uncertainty 

 

Trade receivables 

 

The Company assesses its trade receivables for impairment at the end of each 

reporting period. In determining whether an impairment loss should be recorded in 

profit or loss, the Company makes judgements as to whether there is observable 

data indicating a measurable decrease in the estimated future cash flows from the 

financial asset. 

 

Allowance for slow moving, damaged and obsolete inventory 

 

Management assesses whether inventory is impaired by comparing its cost to its 

estimated net realisable value. Where impairment is necessary, inventory items are 

written down to net realisable value. The write down is included in cost of sales. 

 

Fair value estimation 

 

Assets and liabilities of the Companies are either measured at fair value or 

disclosure is made of their fair values. 

 

Observable market data is used as inputs to the extent that it is available. Qualified 

external valuers are consulted for the determination of appropriate valuation 

techniques and inputs. 

 

Useful lives of property, plant and equipment 

 

Management assess the appropriateness of the useful lives of property, plant and 

equipment at the end of each reporting period. The useful lives of motor vehicles, 

furniture and computer equipment are determined based on Company’s 

replacement policies for the various assets. Individual assets within these classes, 

which have a significant carrying amount, are assessed separately to consider 
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whether replacement will be necessary outside of normal replacement parameters. 

The useful life of manufacturing equipment is assessed annually based on factors 

including wear and tear, technological obsolescence and usage requirements. 

 

When the estimated useful life of an asset differs from previous estimates, the 

change is applied prospectively in the determination of the depreciation charge. 

 

3.3 Property, plant and equipment 

 

Property, plant and equipment are tangible assets which the Company holds for its 

own use or for rental to others and which are expected to be used for more than 

one year. 

 

An item of property, plant and equipment is recognised as an asset when it is 

probable that future economic benefits associated with the item will flow to the 

Company, and the cost of the item can be measured reliably. 

 

Property, plant and equipment is initially measured at cost. Cost includes all of the 

expenditure which is directly attributable to the acquisition or construction of the 

asset, including the capitalisation of borrowing costs on qualifying assets and 

adjustments in respect of hedge accounting, where appropriate. 

 

The initial estimate of the costs of dismantling and removing an item and restoring 

the site on which it is located is also included in the cost of property, plant and 

equipment, where the Company is obligated to incur such expenditure, and where 

the obligation arises as a result of acquiring the asset or using it for purposes other 

than the production of inventories. 

 

Expenditure incurred subsequently for major services, additions to or replacements 

of parts of property, plant and equipment are capitalised if it is probable that future 

economic benefits associated with the expenditure will flow to the Company and 

the cost can be measured reliably. Day to day servicing costs are included in profit 

or loss in the year in which they are incurred. 

 

Property, plant and equipment is subsequently stated at cost less accumulated 

depreciation and any accumulated impairment losses, except for land which is 

stated at cost less any accumulated impairment losses. 

 

Depreciation of an asset commences when the asset is available for use as 

intended by management. Depreciation is charged to write off the asset's carrying 

amount over its estimated useful life to its estimated residual value, using a method 

that best reflects the pattern in which the asset's economic benefits are consumed 

by the Company. Leased assets are depreciated in a consistent manner over the 

shorter of their expected useful lives and the lease term. Depreciation is not 

charged to an asset if its estimated residual value exceeds or is equal to its carrying 

amount. Depreciation of an asset ceases at the earlier of the date that the asset is 

classified as held for sale or derecognised. 

 

The useful lives of items of property, plant and equipment have been assessed as 

follows: 

 

Item Depreciation method Average useful life 
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Furniture and fixtures Straight line 6 years 

Office equipment Straight line 3 years 

IT equipment Straight line 3 years 

Computer software Straight line 3 years 

 

The residual value, useful life and depreciation method of each asset are reviewed 

at the end of each reporting year. If the expectations differ from previous estimates, 

the change is accounted for prospectively as a change in accounting estimate. 

 

Each part of an item of property, plant and equipment with a cost that is significant 

in relation to the total cost of the item is depreciated separately. 

 

The depreciation charge for each year is recognised in profit or loss unless it is 

included in the carrying amount of another asset. 

 

Impairment tests are performed on property, plant and equipment when there is an 

indicator that they may be impaired. When the carrying amount of an item of 

property, plant and equipment is assessed to be higher than the estimated 

recoverable amount, an impairment loss is recognised immediately in profit or loss 

to bring the carrying amount in line with the recoverable amount. 

 

An item of property, plant and equipment is derecognised upon disposal or when 

no future economic benefits are expected from its continued use or disposal. Any 

gain or loss arising from the recognition of an item of property, plant and equipment, 

determined as the difference between the net disposal proceeds, if any, and the 

carrying amount of the item, is included in profit or loss when the item is 

derecognised. 

 

3.4 Financial instruments 

 

Classification 

 

The Company classifies financial assets and financial liabilities into the following 

categories: 

 

• Loans and receivables 
• Financial liabilities measured at amortised cost 

Classification depends on the purpose for which the financial instruments were 

obtained / incurred and takes place at initial recognition. Classification is re-

assessed on an annual basis, except for derivatives and financial assets 

designated as at fair value through profit or loss, which shall not be classified out 

of the fair value through profit or loss category. 

Initial recognition and measurement 

 

Financial instruments are recognised initially when the Company becomes a party 

to the contractual provisions of the instruments. 
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The Company classifies financial instruments, or their component parts, on initial 

recognition as a financial asset, a financial liability or an equity instrument in 

accordance with the substance of the contractual arrangement. 

 

Financial instruments are measured initially at fair value, except for equity 

investments for which a fair value is not determinable, which are measured at cost 

and are classified as available-for-sale financial assets. 

 

 For financial instruments which are not at fair value through profit or loss, 

transaction costs are included in the initial measurement of the instrument. 

 

Subsequent measurement 

 

Loans and receivables are subsequently measured at amortised cost, using the 

effective interest method, less accumulated impairment losses. 

 

Financial liabilities at amortised cost are subsequently measured at amortised cost, 

using the effective interest method. 

 

Derecognition 

 

Financial assets are derecognised when the rights to receive cash flows from the 

investments have expired or have been transferred and the Company has 

transferred substantially all risks and rewards of ownership. 

 

Fair value determination 

 

The fair values of quoted investments are based on current bid prices. If the market 

for a financial asset is not active (and for unlisted securities), the Company 

establishes fair value by using valuation techniques. These include the use of 

recent arm’s length transactions, reference to other instruments that are 

substantially the same, discounted cash flow analysis, and option pricing models 

making maximum use of market inputs and relying as little as possible on entity-

specific inputs. 

 

Impairment of financial assets 

 

At each reporting date the Company assesses all financial assets, other than those 

at fair value through profit or loss, to determine whether there is objective evidence 

that a financial asset or Company’s of financial assets has been impaired. 

 

For amounts due to the Company, significant financial difficulties of the debtor, 

probability that the debtor will enter bankruptcy and default of payments are all 

considered indicators of impairment. 

 

Impairment losses are recognised in profit or loss 

 

Impairment losses are reversed when an increase in the financial asset's 

recoverable amount can be related objectively to an event occurring after the 

impairment was recognised, subject to the restriction that the carrying amount of 

the financial asset at the date that the impairment is reversed shall not exceed what 

the carrying amount would have been had the impairment not been recognised. 
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Reversals of impairment losses are recognised in profit or loss except for equity 

investments classified as available-for-sale. 

 

Impairment losses are also not subsequently reversed for available-for-sale equity 

investments which are held at cost because fair value was not determinable. 

 

Where financial assets are impaired through use of an allowance account, the 

amount of the loss is recognised in profit or loss within operating expenses. When 

such assets are written off, the write off is made against the relevant allowance 

account. Subsequent recoveries of amounts previously written off are credited 

against operating expenses. 

 

Loans to shareholders, directors, managers and employees 

 

These financial assets are classified as loans and receivables 

 

Trade and other receivables 

 

Trade receivables are measured at initial recognition at fair value and are 

subsequently measured at amortised cost using the effective interest rate method. 

Appropriate allowances for estimated irrecoverable amounts are recognised in 

profit or loss when there is objective evidence that the asset is impaired. Significant 

financial difficulties of the debtor, probability that the debtor will enter bankruptcy or 

financial reorganisation, and default or delinquency in payments (more than 30 

days overdue) are considered indicators that the trade receivable is impaired. The 

allowance recognised is measured as the difference between the asset’s carrying 

amount and the present value of estimated future cash flows discounted at the 

effective interest rate computed at initial recognition. 

 

The carrying amount of the asset is reduced through the use of an allowance 

account, and the amount of the loss is recognised in profit or loss within operating 

expenses. When a trade receivable is uncollectable, it is written off against the 

allowance account for trade receivables. Subsequent recoveries of amounts 

previously written off are credited against operating expenses in profit or loss. 

 

Trade and other receivables are classified as loans and receivables. 

 

Trade and other payables 

 

Trade payables are initially measured at fair value, and are subsequently measured 

at amortised cost, using the effective interest rate method. 

 

Cash and cash equivalents 

 

Cash and cash equivalents comprise cash on hand and demand deposits, and 

other short-term highly liquid investments that are readily convertible to a known 

amount of cash and are subject to an insignificant risk of changes in value. These 

are initially recorded at fair value and subsequently at amortised cost. These 

financial assets are classified as loans and receivables. 

 

Bank overdraft and borrowings 
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Bank overdrafts and borrowings are initially measured at fair value, and are 

subsequently measured at amortised cost, using the effective interest rate method. 

Any difference between the proceeds (net of transaction costs) and the settlement 

or redemption of borrowings is recognised over the term of the borrowings in 

accordance with the Company’s accounting policy for borrowing costs. 

 

Bank overdrafts and borrowings are classified as current liabilities unless Lems has 

an unconditional right to defer settlement of the liability for at least 12 months after 

the settlement of the financial position date. 

 

3.5 Tax 

 

Current tax assets and liabilities 

 

Current tax for current and prior periods is, to the extent unpaid, recognised as a 

liability. If the amount already paid in respect of current and prior periods exceeds 

the amount due for those periods, the excess is recognised as an asset. 

 

Current tax liabilities (assets) for the current and prior periods are measured at the 

amount expected to be paid to (recovered from) the tax authorities, using the tax 

rates (and tax laws) that have been enacted or substantively enacted by the end of 

the reporting period. 

 

Deferred tax assets and liabilities 

 

A deferred tax liability is recognised for all taxable material temporary differences, 

except to the extent that the deferred tax liability arises from the initial recognition 

of an asset or liability in a transaction which at the time of the transaction, affects 

neither accounting profit nor taxable profit (tax loss). 

 

A deferred tax asset is recognised for all material deductible temporary differences 

to the extent that it is probable that taxable profit will be available against which the 

deductible temporary difference can be utilised. A deferred tax asset is not 

recognised when it arises from the initial recognition of an asset or liability in a 

transaction at the time of the transaction, affects neither accounting profit nor 

taxable profit (tax loss). 

 

A deferred tax asset is recognised for the carry forward of unused tax losses and 

unused STC (secondary tax on companies) credits to the extent that it is probable 

that future taxable profit will be available against which the unused tax losses and 

unused STC (secondary tax on companies) credits can be utilised. 

 

Deferred tax assets and liabilities are measured at the tax rates that are expected 

to apply to the period when the asset is realised or the liability is settled, based on 

tax rates (and tax laws) that have been enacted or substantively enacted by the 

end of the reporting period. 

 

Tax expenses 

 

Current and deferred taxes are recognised as income or an expense and included 

in profit or loss for the period, except to the extent that the tax arises from: 
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• a transaction or event which is recognised, in the same or a different period, to 

other comprehensive income, or 
• a business combination. 

 

Current tax and deferred taxes are charged or credited to other comprehensive 

income if the tax relates to items that are credited or charged, in the same or a 

different period, to other comprehensive income. 

 

Current tax and deferred taxes are charged or credited directly to equity if the tax 

relates to items that are credited or charged, in the same or a different period, 

directly in equity. 

 

3.6 Leases 

 

A lease is classified as a finance lease if it transfers substantially all the risks and 

rewards incidental to ownership. A lease is classified as an operating lease if it 

does not transfer substantially all the risks and rewards incidental to ownership. 

 

Finance leases – lessee 

 

Finance leases are recognised as assets and liabilities in the statement of financial 

position at amounts equal to the fair value of the leased property or, if lower, the 

present value of the minimum lease payments. The corresponding liability to the 

lessor is included in the statement of financial position as a finance lease obligation. 

 

The discount rate used in calculating the present value of the minimum lease 

payments is the interest rate implicit in the lease. 

 

The lease payments are apportioned between the finance charge and reduction of 

the outstanding liability. The finance charge is allocated to each period during the 

lease term so as to produce a constant periodic rate on the remaining balance of 

the liability. 

 

Operating leases - lessor 

 

Operating lease income is recognised as an income on a straight-line basis over 

the lease term. 

 

Initial direct costs incurred in negotiating and arranging operating leases are added 

to the carrying amount of the leased asset and recognised as an expense over the 

lease term on the same basis as the lease income. 

 

Income for leases is disclosed under revenue in profit or loss. 

 

Operating leases – lessee 

 

Operating lease payments are recognised as an expense on a straight-line basis 

over the lease term. The difference between the amounts recognised as an 

expense and the contractual payments are recognised as an operating lease asset. 

This liability is not discounted. 

 

Any contingent rents are expensed in the period they are incurred. 
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3.7 Inventories 

 

Inventories are measured at the lower of cost and net realisable value. 

 

Net realisable value is the estimated selling price in the ordinary course of business 

less the estimated costs of completion and the estimated costs necessary to make 

the sale. 

 

The cost of inventories comprises of all costs of purchase, costs of conversion and 

other costs incurred in bringing the inventories to their present location and 

condition. 

 

The cost of inventories of items that are not ordinarily interchangeable, and goods 

or services produced and segregated for specific projects is assigned using specific 

identification of the individual costs. 

 

The cost of inventories is assigned using the FIFO cost formula. The same cost 

formula is used for all inventories having a similar nature and use to the entity. 

 

When inventories are sold, the carrying amounts of those inventories are 

recognised as an expense in the period in which the related revenue is recognised. 

The amount of any write-down of inventories to net realisable value and all losses 

of inventories are recognised as an expense in the period the write-down or loss 

occurs. The amount of any reversal of any write-down of inventories, arising from 

an increase in net realisable value, are recognised as a reduction in the number of 

inventories recognised as an expense in the period in which the reversal occurs. 

 

3.8 Impairment of assets 

 

The Company assesses at each end of the reporting period whether there is any 

indication that an asset may be impaired. If any such indication exists, the 

Company’s estimates the recoverable amount of the asset. 

 

Irrespective of whether there is any indication of impairment, the Company also: 

 

• tests intangible assets with an indefinite useful life or intangible assets not yet 

available for use for impairment annually by comparing its carrying amount with 

its recoverable amount. This impairment test is performed during the annual 

period and at the same time every period 

• tests goodwill acquired in a business combination for impairment annually. 

 

If there is any indication that an asset may be impaired, the recoverable amount is 

estimated for the individual asset. If it is not possible to estimate the recoverable 

amount of the individual asset, the recoverable amount of the cash-generating unit 

to which the asset belongs is determined. 

 

The recoverable amount of an asset or a cash-generating unit is the higher of its 

fair value less costs to sell and its value in use. 

 

If the recoverable amount of an asset is less than its carrying amount, the carrying 

amount of the asset is reduced to its recoverable amount. That reduction is an 

impairment loss. 
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An impairment loss of assets carried at cost less any accumulated depreciation or 

amortisation is recognised immediately in profit or loss. Any impairment loss of a 

revalued asset is treated as a revaluation decrease. 

 

An entity assesses at each reporting date whether there is any indication that an 

impairment loss recognised in prior periods for assets other than goodwill may no 

longer exist or may have decreased. If any such indication exists, the recoverable 

amounts of those assets are estimated. 

 

The increased carrying amount of an asset other than goodwill attributable to a 

reversal of an impairment loss does not exceed the carrying amount that would 

have been determined had no impairment loss been recognised for the asset in 

prior periods. 

 

A reversal of an impairment loss of assets carried at cost less accumulated 

depreciation or amortisation other than goodwill is recognised immediately in profit 

or loss. Any reversal of an impairment loss of a revalued asset is treated as a 

revaluation increase. 

 

3.9 Share capital and equity 

 

An equity instrument is any contract that evidences a residual interest in the assets 

of an entity after deducting all of its liabilities. 

 

Ordinary shares are classified as equity. 

 

3.10 Employee benefits 

  

Short-term employee benefits 

 

The cost of short-term employee benefits, (those payable within 12 months after 

the service is rendered, such as paid vacation leave and sick leave, bonuses, and 

non-monetary benefits such as medical care), are recognised in the period in which 

the service is rendered and are not discounted. 

 

The expected cost of compensated absences is recognised as an expense as the 

employees render services that increase their entitlement or, in the case of non-

accumulating absences, when the absence occurs. 

 

The expected cost of profit sharing and bonus payments is recognised as an 

expense when there is a legal or constructive obligation to make such payments as 

a result of past performance. 

 

Defined contribution plans 

 

Payments to defined contribution retirement benefit plans are charged as an 

expense as they fall due. 

 

Payments made to industry-managed (or state plans) retirement benefit schemes 

are dealt with as defined contribution plans where the Company’s obligation under 

the schemes is equivalent to those arising in a defined contribution retirement 

benefit plan. 
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3.11 Revenue 

 

IFRS 15 Revenue from Contracts with Customers 

 

IFRS 15 establishes a single comprehensive model for entities to use in accounting 

for revenue arising from contracts with customers. IFRS 15 will supersede the 

current revenue recognition guidance including IAS 18 Revenue.  

The core principle of IFRS 15 is that an entity should recognise revenue to depict 

the transfer of promised goods or services to customers in an amount that reflects 

the consideration to which the entity expects to be entitled in exchange for those 

goods or services. Specifically, the Standard introduces a 5-step approach to 

revenue recognition: 

•• Step 1: Identify the contract(s) with a customer 

•• Step 2: Identify the performance obligations in the contract 

•• Step 3: Determine the transaction price 

•• Step 4: Allocate the transaction price to the performance obligations in the 

contract 

•• Step 5: Recognise revenue when (or as) the entity satisfies a performance 

obligation 

 

Under IFRS 15, an entity recognises revenue when (or as) a performance obligation 

is satisfied, i.e. when ‘control ‘of the goods or services underlying the performance 

obligation is transferred to the customer. 

Far more prescriptive guidance has been added in IFRS 15 to deal with specific 

scenarios. Furthermore, extensive disclosures are required by IFRS 15. 

 

Management has conducted a detailed analysis of the impact of IFRS 15 on the 

Company which has shown that the recognition of revenue will be consistent with 

the transfer of risks and rewards to the customer under IAS 18. We have concluded 

following this assessment that the implementation of IFRS 15 has not resulted in 

any impact to revenue in the Company’s consolidated historical financial 

information. 

 

Interest is recognised, in profit or loss, using the effective interest rate method. 

 

3.12 Borrowing costs 

 

All other borrowing costs are recognised as an expense in the period in which they 

are incurred. 

 

3.13 Translation of foreign currencies 

 

Functional and presentation currency 

 
Items included in the financial statements of each of the Company’s entities are 
measured using the currency of the primary economic environment in which the 
entity operates (functional currency). 

 

This consolidated financial information is presented in Pounds Sterling which is the 

Company’s presentation currency. Umuthi’s functional currency is GBP. 

 

Foreign currency transactions 
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A foreign currency transaction is recorded, on initial recognition in Pounds, by 

applying to the foreign currency amount the spot exchange rate between the 

functional currency and the foreign currency at the date of the transaction. 

 

At the end of the reporting period: 

 

• foreign currency monetary items are translated using the closing rate; 

• non-monetary items that are measured in terms of historical cost in a foreign 

currency are translated using the exchange rate at the date of the transaction; 

and 

• non-monetary items that are measured at fair value in a foreign currency are 

translated using the exchange rates at the date when the fair value was 

determined. 

 

Exchange differences arising on the settlement of monetary items or on translating 

monetary items at rates different from those at which they were translated on initial 

recognition during the period or in previous consolidated and separate financial 

statements are recognised in profit or loss in the period in which they arise. 

 

When a gain or loss on a non-monetary item is recognised to other comprehensive 

income and accumulated in equity, any exchange component of that gain or loss is 

recognised to other comprehensive income and accumulated in equity. When a 

gain or loss on a non-monetary item is recognised in profit or loss, any exchange 

component of that gain or loss is recognised in profit or loss. 

 

Cash flows arising from transactions in a foreign currency are recorded in Pounds 

by applying to the foreign currency amount the exchange rate between the Pounds 

and the foreign currency at the date of the cash flow. 

 

Investments in subsidiaries, joint ventures and associates 

 

The results and financial position of a foreign operation are translated into the 

functional currency using the following procedures: 

 

• assets and liabilities for each statement of financial position presented are 

translated at the closing rate at the date of that statement of financial position; 

• income and expenses for each item of profit or loss are translated at exchange 

rates at the dates of the transactions; and 

• all resulting exchange differences are recognised to other comprehensive 

income and accumulated as a separate component of equity. 

 

Exchange differences arising on a monetary item that forms part of a net investment 

in a foreign operation are recognised initially to other comprehensive income and 

accumulated in the translation reserve. They are recognised in profit or loss as a 

reclassification adjustment through to other comprehensive income on disposal of 

net investment. 

 

Any goodwill arising on the acquisition of a foreign operation and any fair value 

adjustments to the carrying amounts of assets and liabilities arising on the 

acquisition of that foreign operation are treated as assets and liabilities of the 

foreign operation. 
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The cash flows of a foreign subsidiary are translated at the exchange rates between 

the functional currency and the foreign currency at the dates of the cash flows 

 

4. New Standards and Interpretations 

 

4.1 Standards and interpretations effective and adopted in the current year 

 

To all periods reported, the Company has adopted those standards and 

interpretations that are effective and that are relevant to its operations. 

 

4.2 Standards and interpretations not yet effective 

 

The Company has chosen not to early adopt the following standards and 

interpretations, which have been published and are mandatory for the Company’s 

accounting periods beginning on or after 01 March 2018 or later periods: 

 

Standard/ Interpretation: 

Effective date: 

Years beginning on or 

After (*Subject to EU 

endorsement) 

Expected impact: 

• IAS 28 Investments 

in associates and 

Joint Ventures: 

Annual 

Improvements 

01 January 2018 No Impact  

• IAS 40 Investment 

Property: Transfers 

of  Investment 

Property 

01 January 2018 
No Impact  

• IFRS 9 Financial 

Instruments 01 January 2018 
No impact 

• IFRS 15 Revenue 

from Contracts with 

Customers 
01 January 2018 

No Impact  

• Amendments to 

IFRS 15: 

Clarifications to IFRS 

15 Revenue from 

Contracts with 

Customers 

01 January 2018 
No Impact 

• Amendments to 

IFRS 2: 

Classification and 

Measurement of 

Share-based 

Payment 

Transactions 

01 January 2018 
No Impact  
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• Amendments   to   

IFRS   4:   Applying   

IFRS   9   Financial 

Instruments with 

IFRS 4 Insurance 

Contracts 

01 January 2018 
No Impact  

 

5. Risk management Capital risk management 

 

The Company’s objectives when managing capital are to safeguard the Company’s ability to 

continue as a going concern in order to provide returns for shareholders and benefits for 

other stakeholders and to maintain an optimal capital structure to reduce the cost of capital. 

 

The capital structure of the companies consists of debt, which includes the borrowings 

(excluding derivative financial liabilities) disclosed in notes 15 & 16 cash and cash 

equivalents disclosed in note 13, and equity as disclosed in the statement of financial 

position. 

 

In order to maintain or adjust the capital structure, the companies may adjust the amount of 

dividends paid to shareholders, return capital to shareholders, issue new shares or sell 

assets to reduce debt. 

 

Consistent with others in the industry, the Company monitors capital on the basis of the 

gearing ratio. 

 

This ratio is calculated as net debt divided by total capital. Net debt is calculated as total 

borrowings (including 'current and non-current borrowings' as shown in the statement of 

financial position) less cash and cash equivalents. Total capital is calculated as 'equity' as 

shown in the statement of financial position plus net debt. 

 

There are no externally imposed capital requirements. 

 

There have been no changes to what the entity manages as capital, the strategy for capital 

maintenance or externally imposed capital requirements from the previous year. 

 

The gearing ratio at 2019 was as follows: 

 

  2019   

Loans to (from) shareholders  -   

Other financial liabilities  -   

Less: Cash and cash 

equivalents 
 

-  
 

Net debt  -   

Total equity  90,000   

Total capital  -   

Gearing ratio  0 %   

 

Liquidity risk 
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Cash flow forecasting is performed by the Company. The Company finance department 

monitors rolling forecasts of the Company’s liquidity requirements, to ensure it has sufficient 

cash to meet operational needs while maintaining sufficient headroom on its undrawn 

committed borrowing facilities at all times, so that the Company does not breach borrowing 

limits or covenants (where applicable) on any of its borrowing facilities. Such forecasting 

takes into consideration the Company’s’ debt financing plans, covenant compliance, 

compliance with internal statement of financial position ratio targets and, if applicable 

external regulatory or legal requirements - for example, currency restrictions. 

 

Cash flow forecasts are prepared, and adequate utilised borrowing facilities are monitored. 

 

The table below analyses the Company’s’ financial liabilities and net-settled derivative 

financial liabilities into relevant maturity Company ’sings based on the remaining period at 

the statement of financial position to the contractual maturity date. The amounts disclosed 

in the table are the contractual undiscounted cash flows. Balances due within 12 months 

equal their carrying balances as the impact of discounting is not significant. 

 

Company 

 

At 31 August 2019 
Less than 

1 year 
Between 1 

and 2 years 
Between 2 

and 5 years 

Over 5 
years 

Borrowings - - - - 

Trade and other payables 65,000 - - - 

     

     

     

 

Cash flow and fair value interest rate risk 

 

As the Company has no significant interest-bearing assets, the Company’s income and 

operating cash flows are substantially independent of changes in market interest rates. 

 

Fluctuations in interest rates impact on the value of short-term cash and financing activities, 

giving rise to interest rate risk. In the ordinary course of business, Umuthi receives cash from 

its operations and is required to fund working capital. The cash is managed to ensure funds 

are invested in a manner to achieve maximum returns while optimising risks.  

 

Credit risk 

 

Credit risk is managed on a Company level as opposed to a Group level. 

 

Credit risk consists mainly of cash deposits, cash equivalents, derivative financial 

instruments and trade debtors. Umuthi only deposits cash with major banks with high quality 

credit standing and limits exposure to any one counter-party. 

 

Trade receivables comprise a widespread customer base. Management evaluated credit risk 

relating to customers on an on-going basis. If customers are independently rated, these 

ratings are used. Otherwise, if there is no independent rating, risk control assesses the credit 

quality of the customer, taking into account its financial position, past experience and other 

factors. Individual risk limits are set based on internal or external ratings in accordance with 

limits set by the board. The utilisation of credit limits is regularly monitored. Sales to retail 
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customers are settled in cash or using major credit cards. Credit guarantee insurance is 

purchased when deemed appropriate. 

 

No credit limits were exceeded during the reporting period, and management does not 

expect any losses from non-performance by these counterparties. 

 

Foreign exchange risk 

 

The Company operates internationally and is exposed to foreign exchange risk arising from 

various currency exposures, primarily with respect to the US dollar and the UK pound and 

RSA Rand. Foreign exchange risk arises from future commercial transactions, recognised 

assets and liabilities and net investments in foreign operations. 

 

The Company does not hedge foreign exchange fluctuations. 

 

 

Exchange rates used for conversion 

of foreign items were: 
2019   

 
-   

 

The Company reviews its foreign currency exposure, including commitments on an on-going 

basis. 

 

 

6. Financial assets by category 

 

The accounting policies for financial instruments have been applied to the line items below: 

 

As at 31 August 2019 

Loans and 

receivables 
Total 

Trade and other receivables 65,001 65,001 

   

 65,001 65,001 

   

 

 

7. Interests in subsidiaries including consolidated structured entities 

 

The following table lists the entities which are controlled by the Company, either directly or 

indirectly through subsidiaries. 

 

The following table lists the entities which are controlled directly by Umuthi, and the carrying 

amounts of the investments in Umuthi’s separate financial statements. 

 

 

Company 

Name of 

company Held by 

% 

voting 

power 

2019  

% 

holding 

2019  

Carrying 

amount 

2019 
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8. Trade and Other receivables 

  
Figures in Pounds Sterling (GBP) 2019  

   

Trade receivables 65,001  

Split between non-current and 
current portions 

  

Current assets 65,001  

   

  

Trade and other receivables past due but not impaired 

 

Trade and other receivables which are less than 3 months past due are not considered to 

be impaired.  

 

 

9. Shared capital 

 
Figures in Pounds Sterling (GBP) 2019  

Authorised   

90,000 (2018: -) 90,000  

   

Reconciliation of number of shares 
issued: 

  

Reported as at 01 September 2019 90,000  

Issue of shares – ordinary shares -  

 90,000  

   

Issued   

Ordinary no par value shares – 
Shares issued  
Closing balance  

-  

Share premium -  

 

10. Trade and other payables 

 
Figures in Pounds Sterling (GBP) 2019  

Trade payables 65,000  

   

   

 65,000  

 

LEMS 

Pharmaceutical 

Limited 

 

Umuthi 

Healthcare PLC 

100%  100%  89,999 - 



 

 100 

 

11. Business combinations 

Lems Pharmaceutical Ltd 

 

In March 2018 the Company  acquired  100%  of  the  voting  equity interest of Lems 
Pharmaceutical. 

 

Fair value of assets acquired, and liabilities assumed 

 

Figures in Pounds Sterling (GBP) 2019  

Major components of the tax expense   

Property -  

Trade and other receivables -  

Loans from shareholders -  

Other financial liabilities -  

Total identifiable net assets -  

   

 -  

Acquisition date fair value of 
consideration paid 

 
 

Equity – 800 000 ordinary shares in 
Company 

- 
 

12. Related parties 

 

Relationships 

Subsidiaries Refer to note 10 

Members of key management G.P. Viljoen 

  

  

Related party balances 

 

Loan accounts – Owing (to) by related parties 

 

 
2019   

 
-   

 

13. Directors’ emoluments 

 

No emoluments were paid to the directors or any individuals holding a prescribed office 
during the year. 
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(D)      LEMS PHARMACEUTICAL LIMITED CONSOLIDATED INTERIM ACCOUNTS FOR 

THE PERIOD ENDED 31 AUGUST 2019 

 

Consolidated Statement of Financial position as at 31 August 2019 and 31 August 2018 

 

Figures in pounds 

 31 August 2019 

 

31 August 2018 

 

Assets    

Non-Current Assets    

Property, plant and 
equipment 

 490,732 719,974 

Loans  - 13,158 

Trade and receivables  5,137 4,737 

  495,869 737,869 

Current Assets    

Inventories  191,472 158,647 

Trade and other  
Receivables 

 194,386 92,566 

Other financial asset  168,221  

Cash and cash equivalents  51,751 4,994 

  605,830 256,207 

Total Assets  1,101,699 994,076 

Equity and Liabilities    

Equity    

Share Capital  1,268,235 1,268,235 

Reserves  8,276 8,070 

Capital contributions  729,007  

Accumulates loss  (1,002,408) (1,051,548) 

  1,003,110 224,757 

Liabilities    

Non-Current Liabilities    

Loans from Shareholders  - 3,052 

Other financial liabilities  72,528 55,096 

Deferred Tax    

  72,528 58,148 

Current Liabilities    

Trade and other payables  -7,444 62,099 

Other financial Liabilities  33,505 649,072 

Bank Overdraft  - - 

  26,061 711,171 

Total Liabilities  98,589 769,319 

Total Equity and Liabilities  1,101,699 994,076 
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Consolidated Statement of Profit or Loss and Other Comprehensive Income as at 31 

August 2019 and 31 August 2018 

 

 

 

Figures in pounds 

 6 months ended 

31 August 2019 

 

6 months ended 

31 August 2018 

 

Revenue  415,824 50,086 

Costs of sales   (336,547) (40,157) 

Gross Profit  79,277 9,929 

Other operating expenses  (29,919) (99,083) 

Operating Loss  49,358 (89,154) 

Finance costs  (1) (11,029) 

Loss for the period  49,357 (100,182) 

Other comprehensive income:  - - 

Items that may be reclassified to profit 
and loss 

   

Exchange differences on translating 
foreign operations 

 206 8,913 

Other comprehensive income for the 
year net of 
Taxation 
 

 206 8,913 
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Consolidated Statement of changes in Equity for the period ended 31 August 2019 and 31 August 
2018 

 

  

 

 

Figures in pounds 

Share 
Capital 

Share Premium Total Share 
Capital 

Capital 
Contributi

ons 

Foreign 
currency 

translation 
reserve 

Accumulated 
Loss 

Total Equity 

Balance at 01 September 2017 49,132 1,214,103 1,263,235  (843) (951,366) 311 026 

Loss for the period - - -  - (100,182) (100,182) 

Other comprehensive income - - -  8,913 - 8,913 

Total comprehensive loss for the 
period - - - 

 

8,913 - 8,913 

Issue of Shares 5,000 - -  - - 5,000 

Total contributions by and 
Distributions to owners of Company 
recognised directly in equity 54,132 1,214,103 1,268,235 

 

- - - 

Balance as at 01 September 2018 54,132 1,214,103 1,268,235  8,070 (1,051,548) 224,757 

Loss for the period - - -  - 49,358 49,358 

Other comprehensive income - - -  206 - 206 

Total comprehensive loss for the 
period - - - 

 
206 - 206 

Capital contributions - - - 729,007 - - 729,007 

Total contributions by and 
Distributions to owners of Company 
recognised directly in equity 54,132 1,214,103 1,268,235 

 

- - - 

Balance as at 31 August 2019 

54,132 1,214,103 1,268,235 

 
729,007 8,276 (1,002,190) 1,003,110 
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Consolidated Statement of Cash flows for the 6 month period ended 31 August 2019 and 
31 August 2018 

 

 

 

Figures in pounds 

 6 months ended 

31 August 2019 

 

6 months ended 

31 August 2018 

 

Cash flows from operating activities    

Loss before taxation  49,357 (100,182) 

Adjustment for:    

Depreciation and amortisation  - - 

Finance costs  1 11,028 

Changes in working capital    

Inventories  12,825 114,095 

Trade and receivables  12,251 4,106 

Trade and other payables  69,481 103,476 

Cash generated from operations  143,915 132,523 

Finance costs  (1) (11,028) 

Net cash from operating activities  143,915 121,495 

Cash flows from investing activities    

Repayment of loans  - - 

Net cash from investing activities    

Cash flows from financing activities   

 

 

 

Repayment of other financial liabilities  (94,105) (117,908) 

Repayment of shareholders loans 
Issue of shares 

 (3,052) 
- 

(3,363) 
5,000 

Net cash from financing activities  (97,157) (116,271) 

Total cash movement for the period  46,757 5,224 

Cash at the beginning of the period  4,994 300 

Total cash at the end of the period  51,751 4,994 

 

 

 

 

 

 
  



 

 105 

 

Notes to the financial information 

  

1. General Information 

 

LEMS Pharmaceutical Limited is a private company incorporated on 17 September 2014 

and domiciled in South Africa.  The address of the registered office is Cnr Rautenbach & 

Sixth Street, Wynberg, Sandton, Gauteng, 2196. 

 

The activities of the Group are undertaken through Lems and its principal subsidiary (“the 

Group”). The Group operates in South Africa. The core activities of the Group are 

warehousing distribution with its main focus on the healthcare sector. 

 

2. Significant accounting policies 

 

2.1 Basis of preparation 

 

This Financial Information has been prepared for the sole purpose of publication 

within this Prospectus. It has been prepared in accordance with the requirements 

of the Prospectus Rule and has been prepared in accordance with International 

Financial Reporting Standards and IFRS interpretations Committee (IFRS IC) 

interpretations as adopted by the European Union (‘‘IFRS’’) and the policies stated 

elsewhere within the Financial Information and the Companies Act 71 of 2008 of 

South Africa, as amended. The policies set out below have been consistently 

applied to all the periods presented unless otherwise noted. The Financial 

Information has been prepared under the historical cost convention, except for 

those assets which are measured at fair value.  The Financial Information does not 

constitute statutory accounts. 

 

The Financial Information is prepared on a going concern basis as the directors are 

satisfied that the Group has the resources to continue in business for the 

foreseeable future (which has been taken as 12 months from the date of approval 

of the historical financial information). The Group has prepared detailed cash flow 

forecasts for the next 24 months. The directors have made enquiries with 

management and considered budgets and cash flow forecasts for the Group and 

have, at the time of approving this Financial Information, a reasonable expectation 

that the Group has adequate resources to continue in operational existence for the 

foreseeable future. 

 

This Financial Information is presented in Pounds Sterling which is the Group’s 

presentational currency. Lems’s functional currency in ZAR (South African Rand)  

 

2.2 Consolidation 

 

Basis of consolidation 

 

The consolidated financial information incorporates the financial statements of 

Lems and all subsidiaries. Subsidiaries are entities (including structured entities) 

which are controlled by the Group. 

 

The Group has control of an entity when it is exposed to or has rights to variable 

returns from involvement with the entity and it has the ability to affect those returns 

through use its power over the entity. 
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The results of subsidiaries are included in the consolidated financial information 

from the effective date of acquisition to the effective date of disposal. 

 

Adjustments are made when necessary to the financial statements of subsidiaries 

to bring their accounting policies in line with those of the Group. 

 

All inter-company transactions, balances, and unrealised gains on transactions 

between Group companies are eliminated in full on consolidation. Unrealised 

losses are also eliminated unless the transaction provides evidence of an 

impairment of the asset transferred. 

 

Business combinations 

 

The Group accounts for business combinations using the acquisition method of 

accounting. The cost of the business combination is measured as the aggregate of 

the fair values of assets given, liabilities incurred or assumed and equity 

instruments issued. Costs directly attributable to the business combination are 

expensed as incurred, except the costs to issue debt which are amortised as part 

of the effective interest and costs to issue equity which are included in equity. 

 

Any contingent consideration is included in the cost of the business combination at 

fair value as at the date of acquisition. Subsequent changes to the assets, liability 

or equity which arise as a result of the contingent consideration are not affected 

against goodwill, unless they are valid measurement period adjustments. 

Otherwise, all subsequent changes to the fair value of contingent consideration that 

is deemed to be an asset or liability is recognised in either profit or loss or in other 

comprehensive income, in accordance with relevant IFRS's. Contingent 

consideration that is classified as equity is not remeasured, and its subsequent 

settlement is accounted for within equity. 

 

The acquiree's identifiable assets, liabilities and contingent liabilities which meet 

the recognition conditions of IFRS 3 Business combinations are recognised at their 

fair values at acquisition date. 

 

Contingent liabilities are only included in the identifiable assets and liabilities of the 

acquiree where there is a present obligation at acquisition date. 

 

On acquisition, the acquiree's assets and liabilities are reassessed in terms of 

classification and are reclassified where the classification is inappropriate for Group 

purposes. This excludes lease agreements and insurance contracts; whose 

classification remains as per their inception date. 

 

Goodwill is determined as the consideration paid, plus the fair value of any 

shareholding held prior to obtaining control, plus non-controlling interest and less 

the fair value of the identifiable assets and liabilities of the acquiree. If, in the case 

of a bargain purchase, the result of this formula is negative, then the difference is 

recognised directly in profit or loss. 

 

Goodwill is not amortised but is tested on an annual basis for impairment. If goodwill 

is assessed to be impaired, that impairment is not subsequently reversed. 

 

2.3 Significant judgements and sources of estimation uncertainty 
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The preparation of financial information in conformity with IFRS requires 

management, from time to time, to make judgements, estimates and assumptions 

that affect the application of policies and reported amounts of assets, liabilities, 

income and expenses. These estimates and associated assumptions are based on 

experience and various other factors that are believed to be reasonable under the 

circumstances. Actual results may differ from these estimates. The estimates and 

underlying assumptions are reviewed on an on-going basis. Revisions to 

accounting estimates are recognised in the period in which the estimates are 

revised and in any future periods affected. 

 

Critical judgements in applying accounting policies 

 

Management did not make critical judgements in the application of accounting 

policies, apart from those involving estimations, which would significantly affect the 

financial statements. 

 

Key sources of estimation uncertainty 

 

Trade receivables 

 

The Group assesses its trade receivables for impairment at the end of each 

reporting period. In determining whether an impairment loss should be recorded in 

profit or loss, the Group makes judgements as to whether there is observable data 

indicating a measurable decrease in the estimated future cash flows from the 

financial asset. 

 

Allowance for slow moving, damaged and obsolete inventory 

 

Management assesses whether inventory is impaired by comparing its cost to its 

estimated net realisable value. Where impairment is necessary, inventory items are 

written down to net realisable value. The write down is included in cost of sales. 

 

Fair value estimation 

 

Assets and liabilities of the Group are either measured at fair value or disclosure is 

made of their fair values. 

 

Observable market data is used as inputs to the extent that it is available. Qualified 

external valuers are consulted for the determination of appropriate valuation 

techniques and inputs. 

 

Useful lives of property, plant and equipment 

 

Management assess the appropriateness of the useful lives of property, plant and 

equipment at the end of each reporting period. The useful lives of motor vehicles, 

furniture and computer equipment are determined based on Group replacement 

policies for the various assets. Individual assets within these classes, which have 

a significant carrying amount, are assessed separately to consider whether 

replacement will be necessary outside of normal replacement parameters. The 

useful life of manufacturing equipment is assessed annually based on factors 

including wear and tear, technological obsolescence and usage requirements. 
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When the estimated useful life of an asset differs from previous estimates, the 

change is applied prospectively in the determination of the depreciation charge. 

 

2.4 Property, plant and equipment 

 

Property, plant and equipment are tangible assets which the Group holds for its 

own use or for rental to others and which are expected to be used for more than 

one year. 

 

An item of property, plant and equipment is recognised as an asset when it is 

probable that future economic benefits associated with the item will flow to the 

Group, and the cost of the item can be measured reliably. 

 

Property, plant and equipment is initially measured at cost. Cost includes all of the 

expenditure which is directly attributable to the acquisition or construction of the 

asset, including the capitalisation of borrowing costs on qualifying assets and 

adjustments in respect of hedge accounting, where appropriate. 

 

The initial estimate of the costs of dismantling and removing an item and restoring 

the site on which it is located is also included in the cost of property, plant and 

equipment, where the Group is obligated to incur such expenditure, and where the 

obligation arises as a result of acquiring the asset or using it for purposes other 

than the production of inventories. 

 

Expenditure incurred subsequently for major services, additions to or replacements 

of parts of property, plant and equipment are capitalised if it is probable that future 

economic benefits associated with the expenditure will flow to the Group and the 

cost can be measured reliably. Day to day servicing costs are included in profit or 

loss in the year in which they are incurred. 

 

Property, plant and equipment is subsequently stated at cost less accumulated 

depreciation and any accumulated impairment losses, except for land which is 

stated at cost less any accumulated impairment losses. 

 

Depreciation of an asset commences when the asset is available for use as 

intended by management. Depreciation is charged to write off the asset's carrying 

amount over its estimated useful life to its estimated residual value, using a method 

that best reflects the pattern in which the asset's economic benefits are consumed 

by the Group. Leased assets are depreciated in a consistent manner over the 

shorter of their expected useful lives and the lease term. Depreciation is not 

charged to an asset if its estimated residual value exceeds or is equal to its carrying 

amount. Depreciation of an asset ceases at the earlier of the date that the asset is 

classified as held for sale or derecognised. 

 

The useful lives of items of property, plant and equipment have been assessed as 

follows: 

 

Item Depreciation method Average useful life 

Furniture and fixtures Straight line 6 years 

Office equipment Straight line 3 years 
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IT equipment Straight line 3 years 

Computer software Straight line 3 years 

 

The residual value, useful life and depreciation method of each asset are reviewed 

at the end of each reporting year. If the expectations differ from previous estimates, 

the change is accounted for prospectively as a change in accounting estimate. 

 

Each part of an item of property, plant and equipment with a cost that is significant 

in relation to the total cost of the item is depreciated separately. 

 

The depreciation charge for each year is recognised in profit or loss unless it is 

included in the carrying amount of another asset. 

 

Impairment tests are performed on property, plant and equipment when there is an 

indicator that they may be impaired. When the carrying amount of an item of 

property, plant and equipment is assessed to be higher than the estimated 

recoverable amount, an impairment loss is recognised immediately in profit or loss 

to bring the carrying amount in line with the recoverable amount. 

 

An item of property, plant and equipment is derecognised upon disposal or when 

no future economic benefits are expected from its continued use or disposal. Any 

gain or loss arising from the recognition of an item of property, plant and equipment, 

determined as the difference between the net disposal proceeds, if any, and the 

carrying amount of the item, is included in profit or loss when the item is 

derecognised. 

 

2.5 Financial instruments 

 

Classification 

 

The Group classifies financial assets and financial liabilities into the following 

categories: 

 

• Loans and receivables 
• Financial liabilities measured at amortised cost 

Classification depends on the purpose for which the financial instruments were 

obtained / incurred and takes place at initial recognition. Classification is re-

assessed on an annual basis, except for derivatives and financial assets 

designated as at fair value through profit or loss, which shall not be classified out 

of the fair value through profit or loss category. 

Initial recognition and measurement 

 

Financial instruments are recognised initially when the Group becomes a party to 

the contractual provisions of the instruments. 

 

The Group classifies financial instruments, or their component parts, on initial 

recognition as a financial asset, a financial liability or an equity instrument in 

accordance with the substance of the contractual arrangement. 
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Financial instruments are measured initially at fair value, except for equity 

investments for which a fair value is not determinable, which are measured at cost 

and are classified as available-for-sale financial assets. 

 

For financial instruments which are not at fair value through profit or loss, 

transaction costs are included in the initial measurement of the instrument. 

 

Subsequent measurement 

 

Loans and receivables are subsequently measured at amortised cost, using the 

effective interest method, less accumulated impairment losses. 

 

Financial liabilities at amortised cost are subsequently measured at amortised cost, 

using the effective interest method. 

 

Derecognition 

 

Financial assets are derecognised when the rights to receive cash flows from the 

investments have expired or have been transferred and the Group has transferred 

substantially all risks and rewards of ownership. 

 

Fair value determination 

 

The fair values of quoted investments are based on current bid prices. If the market 

for a financial asset is not active (and for unlisted securities), the Group establishes 

fair value by using valuation techniques. These include the use of recent arm’s 

length transactions, reference to other instruments that are substantially the same, 

discounted cash flow analysis, and option pricing models making maximum use of 

market inputs and relying as little as possible on entity-specific inputs. 

 

Impairment of financial assets 

 

At each reporting date the Group assesses all financial assets, other than those at 

fair value through profit or loss, to determine whether there is objective evidence 

that a financial asset or Group of financial assets has been impaired. 

 

For amounts due to the Group, significant financial difficulties of the debtor, 

probability that the debtor will enter bankruptcy and default of payments are all 

considered indicators of impairment. 

 

Impairment losses are recognised in profit or loss. 

 

Impairment losses are reversed when an increase in the financial asset's 

recoverable amount can be related objectively to an event occurring after the 

impairment was recognised, subject to the restriction that the carrying amount of 

the financial asset at the date that the impairment is reversed shall not exceed what 

the carrying amount would have been had the impairment not been recognised. 

 

Reversals of impairment losses are recognised in profit or loss except for equity 

investments classified as available-for-sale. 

 

Impairment losses are also not subsequently reversed for available-for-sale equity 

investments which are held at cost because fair value was not determinable. 
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Where financial assets are impaired through use of an allowance account, the 

amount of the loss is recognised in profit or loss within operating expenses. When 

such assets are written off, the write off is made against the relevant allowance 

account. Subsequent recoveries of amounts previously written off are credited 

against operating expenses. 

 

Loans to shareholders, directors, managers and employees 

 

These financial assets are classified as loans and receivables 

 

Trade and other receivables 

 

Trade receivables are measured at initial recognition at fair value and are 

subsequently measured at amortised cost using the effective interest rate method. 

Appropriate allowances for estimated irrecoverable amounts are recognised in 

profit or loss when there is objective evidence that the asset is impaired. Significant 

financial difficulties of the debtor, probability that the debtor will enter bankruptcy or 

financial reorganisation, and default or delinquency in payments (more than 30 

days overdue) are considered indicators that the trade receivable is impaired. The 

allowance recognised is measured as the difference between the asset’s carrying 

amount and the present value of estimated future cash flows discounted at the 

effective interest rate computed at initial recognition. 

 

The carrying amount of the asset is reduced through the use of an allowance 

account, and the amount of the loss is recognised in profit or loss within operating 

expenses. When a trade receivable is uncollectable, it is written off against the 

allowance account for trade receivables. Subsequent recoveries of amounts 

previously written off are credited against operating expenses in profit or loss. 

 

Trade and other receivables are classified as loans and receivables. 

 

Trade and other payables 

 

Trade payables are initially measured at fair value, and are subsequently measured 

at amortised cost, using the effective interest rate method. 

 

Cash and cash equivalents 

 

Cash and cash equivalents comprise cash on hand and demand deposits, and 

other short-term highly liquid investments that are readily convertible to a known 

amount of cash and are subject to an insignificant risk of changes in value. These 

are initially recorded at fair value and subsequently at amortised cost. These 

financial assets are classified as loans and receivables. 

 

Bank overdraft and borrowings 

 

Bank overdrafts and borrowings are initially measured at fair value, and are 

subsequently measured at amortised cost, using the effective interest rate method. 

Any difference between the proceeds (net of transaction costs) and the settlement 

or redemption of borrowings is recognised over the term of the borrowings in 

accordance with the Group’s accounting policy for borrowing costs. 
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Bank overdrafts and borrowings are classified as current liabilities unless Lems has 

an unconditional right to defer settlement of the liability for at least 12 months after 

the settlement of the financial position date. 

 

2.6 Tax 

 

Current tax assets and liabilities 

 

Current tax for current and prior periods is, to the extent unpaid, recognised as a 

liability. If the amount already paid in respect of current and prior periods exceeds 

the amount due for those periods, the excess is recognised as an asset. 

 

Current tax liabilities (assets) for the current and prior periods are measured at the 

amount expected to be paid to (recovered from) the tax authorities, using the tax 

rates (and tax laws) that have been enacted or substantively enacted by the end of 

the reporting period. 

 

Deferred tax assets and liabilities 

 

A deferred tax liability is recognised for all taxable material temporary differences, 

except to the extent that the deferred tax liability arises from the initial recognition 

of an asset or liability in a transaction which at the time of the transaction, affects 

neither accounting profit nor taxable profit (tax loss). 

 

A deferred tax asset is recognised for all material deductible temporary differences 

to the extent that it is probable that taxable profit will be available against which the 

deductible temporary difference can be utilised. A deferred tax asset is not 

recognised when it arises from the initial recognition of an asset or liability in a 

transaction at the time of the transaction, affects neither accounting profit nor 

taxable profit (tax loss). 

 

A deferred tax asset is recognised for the carry forward of unused tax losses and 

unused STC (secondary tax on companies) credits to the extent that it is probable 

that future taxable profit will be available against which the unused tax losses and 

unused STC (secondary tax on companies) credits can be utilised. 

 

Deferred tax assets and liabilities are measured at the tax rates that are expected 

to apply to the period when the asset is realised or the liability is settled, based on 

tax rates (and tax laws) that have been enacted or substantively enacted by the 

end of the reporting period. 

 

Tax expenses 

 

Current and deferred taxes are recognised as income or an expense and included 

in profit or loss for the period, except to the extent that the tax arises from: 

 

• a transaction or event which is recognised, in the same or a different period, to 

other comprehensive income, or 
• a business combination. 

 

Current tax and deferred taxes are charged or credited to other comprehensive 

income if the tax relates to items that are credited or charged, in the same or a 

different period, to other comprehensive income. 
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Current tax and deferred taxes are charged or credited directly to equity if the tax 

relates to items that are credited or charged, in the same or a different period, 

directly in equity. 

 

2.7 Leases 

 

A lease is classified as a finance lease if it transfers substantially all the risks and 

rewards incidental to ownership. A lease is classified as an operating lease if it 

does not transfer substantially all the risks and rewards incidental to ownership. 

 

Finance leases – lessee 

 

Finance leases are recognised as assets and liabilities in the statement of financial 

position at amounts equal to the fair value of the leased property or, if lower, the 

present value of the minimum lease payments. The corresponding liability to the 

lessor is included in the statement of financial position as a finance lease obligation. 

 

The discount rate used in calculating the present value of the minimum lease 

payments is the interest rate implicit in the lease. 

 

The lease payments are apportioned between the finance charge and reduction of 

the outstanding liability. The finance charge is allocated to each period during the 

lease term so as to produce a constant periodic rate on the remaining balance of 

the liability. 

 

Operating leases - lessor 

 

Operating lease income is recognised as an income on a straight-line basis over 

the lease term. 

 

Initial direct costs incurred in negotiating and arranging operating leases are added 

to the carrying amount of the leased asset and recognised as an expense over the 

lease term on the same basis as the lease income. 

 

Income for leases is disclosed under revenue in profit or loss. 

 

Operating leases – lessee 

 

Operating lease payments are recognised as an expense on a straight-line basis 

over the lease term. The difference between the amounts recognised as an 

expense and the contractual payments are recognised as an operating lease asset. 

This liability is not discounted. 

 

Any contingent rents are expensed in the period they are incurred. 

 

2.8 Inventories 

 

Inventories are measured at the lower of cost and net realisable value. 

 

Net realisable value is the estimated selling price in the ordinary course of business 

less the estimated costs of completion and the estimated costs necessary to make 

the sale. 
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The cost of inventories comprises of all costs of purchase, costs of conversion and 

other costs incurred in bringing the inventories to their present location and 

condition. 

 

The cost of inventories of items that are not ordinarily interchangeable, and goods 

or services produced and segregated for specific projects is assigned using specific 

identification of the individual costs. 

 

The cost of inventories is assigned using the FIFO cost formula. The same cost 

formula is used for all inventories having a similar nature and use to the entity. 

 

When inventories are sold, the carrying amounts of those inventories are 

recognised as an expense in the period in which the related revenue is recognised. 

The amount of any write-down of inventories to net realisable value and all losses 

of inventories are recognised as an expense in the period the write-down or loss 

occurs. The amount of any reversal of any write-down of inventories, arising from 

an increase in net realisable value, are recognised as a reduction in the number of 

inventories recognised as an expense in the period in which the reversal occurs. 

 

2.9 Impairment of assets 

 

The Group assesses at each end of the reporting period whether there is any 

indication that an asset may be impaired. If any such indication exists, the Group 

estimates the recoverable amount of the asset. 

 

Irrespective of whether there is any indication of impairment, the Group also: 

 

• tests intangible assets with an indefinite useful life or intangible assets not yet 

available for use for impairment annually by comparing its carrying amount with 

its recoverable amount. This impairment test is performed during the annual 

period and at the same time every period 

• tests goodwill acquired in a business combination for impairment annually. 

 

If there is any indication that an asset may be impaired, the recoverable amount is 

estimated for the individual asset. If it is not possible to estimate the recoverable 

amount of the individual asset, the recoverable amount of the cash-generating unit 

to which the asset belongs is determined. 

 

The recoverable amount of an asset or a cash-generating unit is the higher of its 

fair value less costs to sell and its value in use. 

 

If the recoverable amount of an asset is less than its carrying amount, the carrying 

amount of the asset is reduced to its recoverable amount. That reduction is an 

impairment loss. 

 

An impairment loss of assets carried at cost less any accumulated depreciation or 

amortisation is recognised immediately in profit or loss. Any impairment loss of a 

revalued asset is treated as a revaluation decrease. 

 

An entity assesses at each reporting date whether there is any indication that an 

impairment loss recognised in prior periods for assets other than goodwill may no 
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longer exist or may have decreased. If any such indication exists, the recoverable 

amounts of those assets are estimated. 

 

The increased carrying amount of an asset other than goodwill attributable to a 

reversal of an impairment loss does not exceed the carrying amount that would 

have been determined had no impairment loss been recognised for the asset in 

prior periods. 

 

A reversal of an impairment loss of assets carried at cost less accumulated 

depreciation or amortisation other than goodwill is recognised immediately in profit 

or loss. Any reversal of an impairment loss of a revalued asset is treated as a 

revaluation increase. 

 

2.10 Share capital and equity 

 

An equity instrument is any contract that evidences a residual interest in the assets 

of an entity after deducting all of its liabilities. 

 

Ordinary shares are classified as equity. 

 

2.11 Employee benefits 

 

Short-term employee benefits 

 

The cost of short-term employee benefits, (those payable within 12 months after 

the service is rendered, such as paid vacation leave and sick leave, bonuses, and 

non-monetary benefits such as medical care), are recognised in the period in which 

the service is rendered and are not discounted. 

 

The expected cost of compensated absences is recognised as an expense as the 

employees render services that increase their entitlement or, in the case of non-

accumulating absences, when the absence occurs. 

 

The expected cost of profit sharing and bonus payments is recognised as an 

expense when there is a legal or constructive obligation to make such payments as 

a result of past performance. 

 

Defined contribution plans 

 

Payments to defined contribution retirement benefit plans are charged as an 

expense as they fall due. 

 

Payments made to industry-managed (or state plans) retirement benefit schemes 

are dealt with as defined contribution plans where the Group’s obligation under the 

schemes is equivalent to those arising in a defined contribution retirement benefit 

plan. 

 

2.12 Revenue 

 

IFRS 15 Revenue from Contracts with Customers 
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IFRS 15 establishes a single comprehensive model for entities to use in accounting 

for revenue arising from contracts with customers. IFRS 15 will supersede the 

current revenue recognition guidance including IAS 18 Revenue.  

The core principle of IFRS 15 is that an entity should recognise revenue to depict 

the transfer of promised goods or services to customers in an amount that reflects 

the consideration to which the entity expects to be entitled in exchange for those 

goods or services. Specifically, the Standard introduces a 5-step approach to 

revenue recognition: 

•• Step 1: Identify the contract(s) with a customer 

•• Step 2: Identify the performance obligations in the contracts 

•• Step 3: Determine the transaction price 

•• Step 4: Allocate the transaction price to the performance obligations in the 

contract 

•• Step 5: Recognise revenue when (or as) the entity satisfies a performance 

obligation 

 

Under IFRS 15, an entity recognises revenue when (or as) a performance obligation 

is satisfied, i.e. when ‘control ‘of the goods or services underlying the performance 

obligation is transferred to the customer. 

Far more prescriptive guidance has been added in IFRS 15 to deal with specific 

scenarios. Furthermore, extensive disclosures are required by IFRS 15. 

 

Management has conducted a detailed analysis of the impact of IFRS 15 on the 

Group which has shown that the recognition of revenue will be consistent with the 

transfer of risks and rewards to the customer under IAS 18. We have concluded 

following this assessment that the implementation of IFRS 15 has not resulted in 

any impact to revenue in the Group’s consolidated historical financial information. 

 

Interest is recognised, in profit or loss, using the effective interest rate method. 

2.13 Borrowing costs 

 

All other borrowing costs are recognised as an expense in the period in which they 

are incurred. 

 

2.14 Translation of foreign currencies 

 

Functional and presentation currency 

 
Items included in the financial statements of each of the Group entities are 
measured using the currency of the primary economic environment in which the 
entity operates (functional currency). 

 

This consolidated financial information is presented in Pounds Sterling which is the 

Group presentation currency. Lems functional currency in ZAR (South African 

Rand)  

 

Foreign currency transactions 

 

A foreign currency transaction is recorded, on initial recognition in Pounds, by 

applying to the foreign currency amount the spot exchange rate between the 

functional currency and the foreign currency at the date of the transaction. 
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At the end of the reporting period: 

 

• foreign currency monetary items are translated using the closing rate; 

• non-monetary items that are measured in terms of historical cost in a foreign 

currency are translated using the exchange rate at the date of the transaction; 

and 

• non-monetary items that are measured at fair value in a foreign currency are 

translated using the exchange rates at the date when the fair value was 

determined. 

 

Exchange differences arising on the settlement of monetary items or on translating 

monetary items at rates different from those at which they were translated on initial 

recognition during the period or in previous consolidated and separate financial 

statements are recognised in profit or loss in the period in which they arise. 

 

When a gain or loss on a non-monetary item is recognised to other comprehensive 

income and accumulated in equity, any exchange component of that gain or loss is 

recognised to other comprehensive income and accumulated in equity. When a 

gain or loss on a non-monetary item is recognised in profit or loss, any exchange 

component of that gain or loss is recognised in profit or loss. 

 

Cash flows arising from transactions in a foreign currency are recorded in Pounds 

by applying to the foreign currency amount the exchange rate between the Pounds 

and the foreign currency at the date of the cash flow. 

 

Investments in subsidiaries, joint ventures and associates 

 

The results and financial position of a foreign operation are translated into the 

functional currency using the following procedures: 

 

• assets and liabilities for each statement of financial position presented are 

translated at the closing rate at the date of that statement of financial position; 

• income and expenses for each item of profit or loss are translated at exchange 

rates at the dates of the transactions; and 

• all resulting exchange differences are recognised to other comprehensive 

income and accumulated as a separate component of equity. 

 

Exchange differences arising on a monetary item that forms part of a net investment 

in a foreign operation are recognised initially to other comprehensive income and 

accumulated in the translation reserve. They are recognised in profit or loss as a 

reclassification adjustment through to other comprehensive income on disposal of 

net investment. 

 

Any goodwill arising on the acquisition of a foreign operation and any fair value 

adjustments to the carrying amounts of assets and liabilities arising on the 

acquisition of that foreign operation are treated as assets and liabilities of the 

foreign operation. 

 

The cash flows of a foreign subsidiary are translated at the exchange rates between 

the functional currency and the foreign currency at the dates of the cash flows 

 

3. New Standards and Interpretations 
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3.1 Standards and interpretations effective and adopted in the current year 

 

To all periods reported, the Group has adopted those standards and interpretations 

that are effective and that are relevant to its operations. 

 

3.2 Standards and interpretations not yet effective 

 

The Group has chosen not to early adopt the following standards and 

interpretations, which have been published and are mandatory for the Group’s 

accounting periods beginning on or after 01 March 2018 or later periods: 

 

Standard/ Interpretation: 

Effective date: 

Years beginning on or 

After (*Subject to EU 

endorsement) 

Expected impact: 

• IAS 28 Investments 

in associates and 

Joint Ventures: 

Annual 

Improvements 

01 January 2018 No Impact  

• IAS 40 Investment 

Property: Transfers 

of  Investment 

Property 

01 January 2018 
No Impact  

• IFRS 9 Financial 

Instruments 01 January 2018 
No impact 

• IFRS 15 Revenue 

from Contracts with 

Customers 
01 January 2018 

No Impact  

• Amendments to 

IFRS 15: 

Clarifications to IFRS 

15 Revenue from 

Contracts with 

Customers 

01 January 2018 
No Impact 

• Amendments to 

IFRS 2: 

Classification and 

Measurement of 

Share-based 

Payment 

Transactions 

01 January 2018 
No Impact  

• Amendments   to   

IFRS   4:   Applying   

IFRS   9   Financial 

Instruments with 

01 January 2018 
No Impact  
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IFRS 4 Insurance 

Contracts 

• Amendments   to   

IFRS   16:   Applying  

IFRS   16   Leases 

01 January 2018 
No Impact  

 

 

4. Risk management Capital risk management 

 

The Group's objectives when managing capital are to safeguard the Group's ability to 

continue as a going concern in order to provide returns for shareholders and benefits for 

other stakeholders and to maintain an optimal capital structure to reduce the cost of capital. 

 

The capital structure of the Group consists of debt, which includes the borrowings (excluding 

derivative financial liabilities) disclosed in notes 15 & 16 cash and cash equivalents disclosed 

in note 13, and equity as disclosed in the statement of financial position. 

 

In order to maintain or adjust the capital structure, the Group may adjust the amount of 

dividends paid to shareholders, return capital to shareholders, issue new shares or sell 

assets to reduce debt. 

 

Consistent with others in the industry, the Group monitors capital on the basis of the gearing 

ratio. 

 

This ratio is calculated as net debt divided by total capital. Net debt is calculated as total 

borrowings (including 'current and non-current borrowings' as shown in the statement of 

financial position) less cash and cash equivalents. Total capital is calculated as 'equity' as 

shown in the statement of financial position plus net debt. 

 

There are no externally imposed capital requirements. 

 

There have been no changes to what the entity manages as capital, the strategy for capital 

maintenance or externally imposed capital requirements from the previous year. 

 

The gearing ratio at 2018, 2017 and 2016 respectively were as follows: 

 

  2019 2018  

Loans to (from) shareholders  - -  

Other financial liabilities 15 72,528 55,096  

Less: Cash and cash 

equivalents 
 51,751 4,994  

Net debt  20,777 50,102  

Total equity  1,003,110 224,757  

Total capital  1,003,110 224,757  

Gearing ratio  2% 23 %  
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5. Liquidity risk 

 

Cash flow forecasting is performed by the Group. Group finance monitors rolling forecasts 

of the Group's liquidity requirements to ensure it has sufficient cash to meet operational 

needs while maintaining sufficient headroom on its undrawn committed borrowing facilities 

at all times so that the Group does not breach borrowing limits or covenants (where 

applicable) on any of its borrowing facilities. Such forecasting takes into consideration the 

Group's debt financing plans, covenant compliance, compliance with internal statement of 

financial position ratio targets and, if applicable external regulatory or legal requirements - 

for example, currency restrictions. 

 

Cash flow forecasts are prepared, and adequate utilised borrowing facilities are monitored. 

 

The table below analyses the Group’s financial liabilities and net-settled derivative financial 

liabilities into relevant maturity Groupings based on the remaining period at the statement of 

financial position to the contractual maturity date. The amounts disclosed in the table are the 

contractual undiscounted cash flows. Balances due within 12 months equal their carrying 

balances as the impact of discounting is not significant. 

 

Group 

 

At 31 August 2019 
Less than 1 

year 
Between 1 

and 2 years 
Between 2 

and 5 years 

Over 5 
years 

Borrowings 33,505 - - - 

Trade and other payables (7,444) - - - 

At 28 August 2018 
Less than 1 

year 
Between 1 

and 2 years 
Between 2 

and 5 years 

Over 5 
years 

Borrowings 649,072 - - - 

Trade and other payables 62,099 - - - 

     

     

     

 

Cash flow and fair value interest rate risk 

 

As the Group has no significant interest-bearing assets, the Group’s income and operating 

cash flows are substantially independent of changes in market interest rates. 

 

Fluctuations in interest rates impact on the value of short-term cash and financing activities, 

giving rise to interest rate risk. In the ordinary course of business, Lems receives cash from 

its operations and is required to fund working capital. The cash is managed to ensure funds 

are invested in a manner to achieve maximum returns while optimising risks.  

 

Credit risk 

 

Credit risk is managed on a Group basis. 

 

Credit risk consists mainly of cash deposits, cash equivalents, derivative financial 

instruments and trade debtors. Lems only deposits cash with major banks with high quality 

credit standing and limits exposure to any one counter-party. 
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Trade receivables comprise a widespread customer base. Management evaluated credit risk 

relating to customers on an on-going basis. If customers are independently rated, these 

ratings are used. Otherwise, if there is no independent rating, risk control assesses the credit 

quality of the customer, taking into account its financial position, past experience and other 

factors. Individual risk limits are set based on internal or external ratings in accordance with 

limits set by the board. The utilisation of credit limits is regularly monitored. Sales to retail 

customers are settled in cash or using major credit cards. Credit guarantee insurance is 

purchased when deemed appropriate. 

 

No credit limits were exceeded during the reporting period, and management does not 

expect any losses from non-performance by these counterparties. 

 

Foreign exchange risk 

 

The Group operates internationally and is exposed to foreign exchange risk arising from 

various currency exposures, primarily with respect to the US dollar and the UK pound and 

RSA Rand. Foreign exchange risk arises from future commercial transactions, recognised 

assets and liabilities and net investments in foreign operations. 

 

The Group does not hedge foreign exchange fluctuations. 

 

 

Exchange rates used for conversion 

of foreign items were: 
2019 2018  

ZAR 
0.05715 0.06541  

 

The Group reviews its foreign currency exposure, including commitments on an on-going 

basis. 

 

 

6. Financial assets by category 

 

The accounting policies for financial instruments have been applied to the line items below: 

 

As at 28 August 2019 

Loans and 

receivables 
Total 

Trade and other receivables 194,386 194,386 

Cash and cash equivalents 51,751 51,751 

 246,137 246,137 

 

As at 28 August 2018 
Loans and 

receivables 
Total 

Trade and other receivables 92,566 92,566 

Cash and cash equivalents 4,994 4,994 

 97,560 97,560 

7. Financial liabilities by category 

 

The accounting policies for financial instruments have been applied to the line items below: 
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As at 28 August 2019 

Financial liabilities at 

amortised cost 
Total 

 
  

Trade and other payables 
Other Financial liabilities  

(7,444) 
33,505 

(7,444) 
33,505 

 
26,061 26,061 

 

As at 28 August 2018 

Financial 

liabilities at 

amortised cost 
Total 

 
  

Trade and other payables 
Other Financial liabilities 

62,099 
649,072 

62,099 
649,072 

 
711,171 711,171 

   

 

8. Property, plant and equipment 

Summary 

 

 2019 2018 

 
Cost or 

revaluation 

Accumulated 

depreciation 

Carrying 

value 

Cost or 

revaluation 

Accumulated 

depreciation 

Carrying 

value 

Furniture 
and 
fixtures 

722,273 (231,601) 490,672 722,273 (6,940) 715,333 

Office 
equipment 

1,388 (1,328) 60 1,388 (925) 463 

IT 
equipment 

8,939 (8,939) - 8,939 (6,068) 2,871 

Computer 
software 

3,920 (3,920) - 3,920 (2,613) 1,307 

Total 736,520 (245,788) 490,732 736,520 (16,546) 719,974 

 

  

    

Reconciliation of property, plant and equipment - 2019 

 

 
Opening 
balance 

Additions Disposals Depreciation Total 

Furniture and 
fixtures 

715 ,333 - - (224,661) 490,672 

Office equipment 463 - - (403) 60 

IT equipment 2,871 - - (2,871) - 

Computer software 1,307 - - (1,307) - 

Total 719,974 - - (229,242) 490,732 
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9. Trade and Other receivables 

  
Figures in Pounds Sterling (GBP) 2019 2018  

    

Trade receivables 194,386 92,566  

Split between non-current and 
current portions 

   

Non-current assets 5,137 4,737  

Current assets 194,386 92,566  

 

 

10. Inventories 

 

Figures in Pounds Sterling (GBP) 2019 2018  

 
   

Finished goods 
21,472 78,647  

 

11. Cash and cash equivalents 

 

Figures in Pounds Sterling (GBP) 2019 2018  

Cash and cash equivalents consist of:    

Bank balances 51,751 4,994  

 

    

 
   

 

12. Shared capital 

 
Figures in Pounds Sterling (GBP) 2019 2018  

Authorised    

95 000 000 (2017: 100) Ordinary shares of 
no par value (2017: ZAR1) 

95,000,000 95,000,000  

    

Reconciliation of number of shares 
issued: 

   

Reported as at 28 Feb 2018 87,000,000 87,000,000  

Issue of shares – ordinary shares 5,000,000 5,000,000  

 92,000,000 92,000,000  
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Issued    

Ordinary no par value shares – 
Shares issued  
Closing balance  

49,138 
5,000 

54,138 

  

Share premium 1,214,097   

 

    

GP Viljoen - 801,357  

JN Chinyanta - 169,672  

    

The above loans are unsecured, interest 
free and repayable on demand. 

   

 - 971,029  

 

13. Trade and other payables 

 
Figures in Pounds Sterling (GBP) 2019 2018  

Trade payables 15,120 62,099  

VAT 3,321 -  

Other accrued expenses - -  

 18,441 62,099  

    

14. Revenue 

 
Figures in Pounds Sterling (GBP) 2019 2018  

Sale of goods 10,418 50,086  

 

15. Cost of sales 

 
Figures in Pounds Sterling (GBP) 2019 2018  

Sale of goods 10,358 40,157  

 

16. Operating profit (loss) 

 

Operating loss for the year is stated after charging (crediting) the following, amongst others: 

 
Figures in Pounds Sterling (GBP) 2019 2018  

Employee costs    

Salaries, wages, bonuses and other 
benefits 22,019            53,142  

 

    

Leases    

Operating lease charges    

Premises            16,658  

 

           15,651  
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Depreciation and amortisation    

Depreciation of property, plant and 
equipment 

- 4,228  

    

Total depreciation and amortisation - 4,228  

 

Expenses by nature 

 

The total cost of sales, selling and distribution expenses, marketing expenses, general and 

administrative expenses, research and development expenses, maintenance expenses and 

other operating expenses are analysed by nature as follows: 

 

17. Operating profit (loss)  

 
Figures in Pounds Sterling (GBP) 2018 2017  

Cost of Sales 10,538 40,157  

Employee costs 22,019 53,142  

Operating lease charges 16,658 15,651  

Depreciation, amortisation and impairment - 4,228  

Other expenses 8,938 26,072  

 40,217 139,240  

 

 

18. Finance cost 

 

Figures in Pounds Sterling (GBP) 2019 2018  

Non-current borrowings 
1 11,029  

Bank overdraft - -  

Total finance costs 1 11,029  

 

19. Taxation 

 

Figures in Pounds Sterling (GBP) 2019 2018  

Major components of the tax expense    

Deferred    

Originating and reversing temporary 
differences 

- - - 

    

Reconciliation of the tax expense    

Reconciliation between accounting profit 
and tax expense. 

   

Accounting loss (29,860) (100,182)  

Tax at the applicable tax rate of 28% 
(2017: 28%)(2016:28%) 

(8,360) (28 051)  

Tax effect of adjustments on taxable 
income 
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Charitable donations income - - - 

Tax losses carried forward 8,360 28,051  

 - - - 

 

20. Related parties 

 

Relationships 

Subsidiaries Refer to note 10 

Members of key management G.P. Viljoen 

 D.W. Lourens 

 P.J. Grimes 

Related party balances 

 

Loan accounts – Owing (to) by related parties 

 

 
2019 2017  

G.P. Viljoen 
- 801,357  

 

21. Directors’ emoluments 

 

No emoluments were paid to the directors or any individuals holding a prescribed office 
during the year. 

 

22. Fair value 

 

Information Fair value hierarchy 

 

The table below analyses assets and liabilities carried at fair value. The different levels are 
defined as follows: 

 

Level 1: Quoted unadjusted prices in active markets for identical assets or liabilities that the 
Group can access at measurement date. 

 

Level 2: Inputs other than quoted prices included in level 1 that are observable for the 
asset or liability either directly or indirectly. 

 

Level 3: Unobservable inputs for the asset or liability. 

 

Level 2 

 

Recurring fair value measurements 
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Liabilities Note(s) 

 

Financial liabilities at fair value through profit (loss) 16 

 

    

Loan – G.P. Viljoen - 801,357  

Loan – J.N. Chinyanta - -  

    

Trade and other payables (7,444) 62,099  

Total financial liabilities at fair value 
through profit (loss) 

   

Total 
 

   

 

Transfers of assets and liabilities within levels of the fair value hierarchy 

 

There have been no transfers between fair value levels during any of the periods within this 
Financial Information. 

 

Valuation processes applied by the Group 

 

The Group measures financial instruments such as derivatives, and non-financial assets 
such as investment properties, at fair value at each balance sheet date. Fair value related 
disclosures for financial instruments and non-financial assets that are measured at fair value 
or where fair values are disclosed are summarised in the accounting policies under note 1 
as well as in the following notes: 

 

 

Trade and other payables - Note 15 

 

Other financial liabilities - Note 14 
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(E) ACCOUNTANT’S REPORT ON THE SPECIAL PURPOSE HISTORICAL FINANCIAL 

INFORMATION OF UMUTHI HEALTHCARE SOLUTIONS PLC 

 

PKF Littlejohn LLP 

 

 

 

The Directors 

Umuthi Healthcare Solutions plc. 

Eastcastle House 
27/28 Eastcastle Street 
London  
W1W 8DH 

 

 

27 August 2020 

Dear Sirs 

 

Umuthi Healthcare Solutions plc. (the “Company”) 

 

Introduction 

We report on the historic financial information set out in Section E of Part IV (the “Financial 

Information”) relating to Umuthi Healthcare Solutions Plc. (“the Company”). This information 

has been prepared for inclusion in the document dated 27 August 2020 (the “Prospectus”) 

relating to the proposed admission to listing on the standard segment of the Official List of the 

FCA and to trading on the Main Market for listed securities of the London Stock Exchange of 

Umuthi Healthcare Solutions Plc. and on the basis of the accounting policies set out in note 

2. The report is required by Annex 1, Section 18, Item 18.1.1 of Commission Delegated 

Regulation (EU) 2019/980 and is given for the purpose of complying with that paragraph and 

for no other purpose. 

Save for any responsibility arising under Prospectus Regulation Rule 5.3.2R(2)(f) to any 

person as and to the extent there provided, to the fullest extent permitted by law we do not 

assume any responsibility and will not accept any liability to any other person for any loss 

suffered by any such other person as a result of, arising out of, or in connection with this report 

or our statement, required by and given solely for the purposes of complying with Annex 1,  

Item 1.3 of the Prospectus Delegated Regulation, consenting to its inclusion in the Prospectus. 

Responsibility 

The Directors of the Company are responsible for preparing the Financial Information on the 

basis of preparation set out in the notes to the Financial Information and in accordance with 

International Financial Reporting Standards (“IFRS”) as adopted by the European Union. 

It is our responsibility to form an opinion on the financial information as to whether the financial 

information gives a true and fair view, for the purposes of the Prospectus, and to report our 

opinion to you. 

Basis of opinion 
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We conducted our work in accordance with the Standards for Investment Reporting issued by 

the Auditing Practices Board in the United Kingdom. Our work included an assessment of 

evidence relevant to the amounts and disclosures in the Financial Information. It also included 

an assessment of significant estimates and judgements made by those responsible for the 

preparation of the Financial Information and whether the accounting policies are appropriate 

to the Company and consistently applied and adequately disclosed. 

 

We planned and performed our work so as to obtain all the information and explanations which 

we considered necessary in order to provide us with sufficient evidence to give reasonable 

assurance that the Financial Information is free from material misstatement whether caused 

by fraud or other irregularity or error. 

 

Opinion 

In our opinion, the Financial Information gives, for the purpose of the Prospectus dated 27 
August 2020, a true and fair view in accordance with IFRS of the state of affairs of Umuthi 
Healthcare Solutions PLC as at 28 February 2019, and of its profits, cash flows and 
changes in equity for the periods ended 28 February 2019 in accordance with IFRS (as 
adopted by the EU). 

 

Declaration 

For the purposes of  Prospectus Regulation Rule 5.3.2R(2)(f), we are responsible for this 

report as part of the Prospectus and declare that to the best of our knowledge the information 

contained in this report is in accordance with the facts and contains no omission likely to affect 

its import.  This declaration is included in the Prospectus in compliance with Annex 1, Item 1.2 

of the Prospectus Delegated Regulation and for no other purpose. 

 

Yours faithfully 

 

 

 

PKF Littlejohn LLP 

Chartered Accountants 
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(F) HISTORICAL FINANCIAL INFORMATION OF UMUTHI HEALTHCARE SOLUTIONS 

PLC 

 

STATEMENT OF COMPREHENSIVE INCOME 

 

The Statement of Comprehensive Income of the Company is stated below: 

  

 

Period to 28 

February 2019 

   £ 

   
 

Revenue    - 

Administrative expenses   - 

Operating result   - 

    

Finance income/(expense)   - 

Result Before Taxation   - 

    

Income tax   - 

Total comprehensive Profit/(loss) for the 
period  

 - 
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STATEMENT OF FINANCIAL POSITION 

 

The Statement of Financial Position of the Company is stated below: 
 

  
 

28 February 
2019 

   £ 

ASSETS    

    

Current Assets    

Other receivables    1 

Prepayments and accrued income    65,000 

Total Assets   65,001 

    

EQUITY AND LIABILITIES    

    

Current liabilities    

Trade payables   65,000 

Total liabilities   65,000 

    

    

Equity Attributable to owners    

Share capital   1 

Share premium   - 

Retained earnings    - 

Total equity attributable to owners   1 

    

    

Total equity and liabilities   65,001 
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STATEMENT OF CASH FLOWS 

 

The Statement of Cash Flows of the Company is as follows: 

  

 

28 February 

2019 

   £ 

    

Cash flows from operating activities   - 

Cash flows from investment activities   - 

Cash flows from financing activities   - 

Net increase/(decrease) in cash and cash 

equivalent 

 

 - 

Cash and cash equivalents at beginning of 

period 

 

 - 

Cash and cash equivalents at end of 

period 

 

 - 

 

STATEMENT OF CHANGES IN EQUITY 

 

  Share capital Share 

premium 

Retained 

earnings 

Total 

equity 

  £ £ £ £ 

At incorporation  
1 

- 
- 1 

Total comprehensive income 

for the period ended 28 February 

2019 

 

- - - - 

As at 28 February 2019  1 - - 1 
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NOTES TO THE HISTORICAL FINANCIAL INFORMATION 

 

1 General information 

The Company was incorporated on 15 Feb 2018 as private company in England and Wales with 
Registered Number 11208220 under the Companies Act 2006. The Company re-registered as a 
plc. on 20 February 2019.  

The Company has not yet commenced business and no dividends have been declared or paid 
since the date of incorporation. 

The address of its registered office is Eastcastle House, 27/28 Eastcastle Street, London, W1W 

8DH. 

This Financial Information of the Company has been prepared for the sole purpose of publication 

within this Admission Document. It has been prepared in accordance with the requirements of the 

Prospectus Rule and has been prepared in accordance with International Financial Reporting 

Standards and IFRS interpretations Committee (IFRS IC) interpretations as adopted by the 

European Union (“IFRS”) and the policies stated elsewhere within the Financial Information. The 

Financial Information does not constitute statutory accounts within the meaning of section 434 of 

the Companies Act 2006. 

The Historical Financial Information is presented in Sterling, which is the Company’s functional and 

presentational currency and has been prepared under the historical cost convention. 

 

2 Significant accounting policies  

 

The financial information is based on the following policies which have been consistently applied: 

 

Cash and cash equivalents  

 

In the Statement of Cash Flows, cash and cash equivalents comprise cash at bank and in hand 
and demand deposits with banks and other financial institutions, that are readily convertible into 
known amounts of cash and which are subject to an insignificant risk of changes in value. 

 

Trade Payables 

 

Trade payables are obligations to pay for goods or services that have been acquired in the ordinary 
course of business from suppliers.  Accounts payable are classified as current liabilities if payment 
is due within one year or less (or in the normal operating cycle of the business if longer.  If not, they 
are presented as non-current liabilities. 

 

Trade payables are recognised initially at fair value, and subsequently measured at amortised cost 
using the effective interest method. 

 

Equity 

 

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new 
shares or options are shown in equity as a deduction from the proceeds. 
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Critical accounting estimates and judgements 

 

The Company makes estimates and assumptions regarding the future. Estimates and judgements 
are continually evaluated based on historical experience and other factors, including expectations 
of future events that are believed to be reasonable under the circumstances. In the future, actual 
results may differ from these estimates and assumptions. There are no estimates and assumptions 
that have a significant risk of causing a material adjustment to the carrying amounts of assets and 
liabilities within the next financial year. 

 

3 Receivables  

      As at 28 

Feb 2019 

      £ 

Amounts falling due within 1 

year: 
      

       

Other receivables      1 

Prepayments       65,000 

      65,001 

 
4 Payables  

      As at 28 

Feb 2019 

      £ 

Amounts falling due within 1 

year: 
      

       

Trade payables       65,000 

      65,000 

 
5 Share capital and premium 

 Number 
of 

shares  Shares  

Share 
premium 

 
Total  

 

   £  £  £ 
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At incorporation  1  -  -  1 

        

At 28 February 2019 1  -  -  1 

        

        

On incorporation, the Company issued 1 ordinary share of £1 for consideration of £1 cash. 

No Earnings Per Share has been calculated as the Company did not trade in the period to 28 

February 2019. 

6 Controlling party 

Gerhardus Petrus Viljoen held the sole share issued during the period and is considered to be the 
Company’s controlling party. 
 
7 Post balance sheet events 

On 29 January 2019, the Company and Lems Pharmaceutical entered into a share exchange 

agreement with each of the shareholders of Lems Pharmaceutical at that time, pursuant to which the 

Company agreed to purchase the entire issued share capital of Lems Pharmaceutical in exchange for 

the issue and allotment of 86,999,000 Ordinary Shares to the shareholders of Lems Pharmaceutical, 

pro rate to their holdings in Lems Pharmaceutical. The Ordinary Shares were issued on the basis of 1 

Ordinary Share for each share held in Lems Pharmaceutical (after taking into account the subscriber 

shares of the Company). On completion of the agreement, Lems Pharmaceutical became a wholly 

owned subsidiary of the Company and the former shareholders of Lems Pharmaceutical held the 

Ordinary Shares in the same proportions as they had held shares in Lems Pharmaceutical. 
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PART V 

(A) REPORT ON THE AUDITED PRO FORMA STATEMENT OF NET ASSETS 

 

 

 

The Directors 

Umuthi Healthcare Solutions plc. 

Eastcastle House 

27/28 Eastcastle Street 

London  

W1W 8DH 

 

27 August 2020 

Dear Sirs, 

Umuthi Healthcare Solutions plc. (the “Company”) 

Introduction 

We report on the audited pro forma statement of net assets (the “Pro forma Financial Information”) 

set out in Part V Section B of Umuthi Healthcare Solutions plc’s (the “Company”) prospectus (the 

“Prospectus”) dated 27 August 2020, which has been prepared on the basis described in notes 1 

to 2, for illustrative purposes only, to provide information about how the transaction might have 

affected the net assets presented on the basis of the accounting policies adopted by the Company 

in preparing the financial statements for the period ended 28 February 2019. This report is 

required by Annex 1, Section 18, Item 18.4.1 of Commission Delegated Regulation (EU) 2019/980 

and is given for the purpose of complying with that requirement and for no other purpose. 

Responsibilities 

It is the responsibility of the Directors of the Company to prepare the Pro Forma Financial 

Information in accordance with Annex 20 sections 1 and 2 of the Prospectus Delegated 

Regulation. 

It is our responsibility to form an opinion, as to the proper compilation of the Pro Forma Financial 

Information and to report that opinion to you in accordance with Annex 20 section 3, of the 

Prospectus Delegated Regulation. 

Save for any responsibility arising under Prospectus Regulation Rule 5.3.2R(2)(f), to any person 

as and to the extent there provided, to the fullest extent permitted by law we do not assume any 

responsibility and will not accept any liability to any other person for any loss suffered by any such 

other person as a result of, arising out of, or in connection with this report or our statements, 

required by and given solely for the purposes of complying with Annex 1, Item 1.3 of the 

Prospectus Delegated Regulation, consenting to its inclusion in the Prospectus. 

In providing this opinion we are not updating or refreshing any reports or opinions previously made 

by us on any financial information used in the compilation of the Pro Forma Financial Information, 

nor do we accept responsibility for such reports or opinions beyond that owed to those to whom 

those reports or opinions were addressed by us at the dates of their issue. 

 

Basis of Opinion 
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We conducted our work in accordance with the Standards for Investment Reporting issued by the 

Auditing Practices Board in the United Kingdom. The work that we performed for the purpose of 

making this report, which involved no independent examination of any of the underlying financial 

information, consisted primarily of comparing the unadjusted financial information with the source 

documents, considering the evidence supporting the adjustments and discussing the Pro forma 

Financial information with the Directors of the Company. 

We planned and performed our work so as to obtain the information and explanations we 

considered necessary in order to provide us with reasonable assurance that the Pro forma 

Financial Information has been properly compiled on the basis stated and that such basis is 

consistent with the accounting policies of the Company. 

Opinion 

In our opinion: 

(a) the Pro forma Financial Information has been properly compiled on the basis stated; and 

(b) such basis is consistent with the accounting policies of the Company. 

Declaration 

For the purposes of Prospectus Regulation Rule 5.3.2R(2)(f) we are responsible for this report as 

part of the Prospectus and declare that to the best of our knowledge the information contained in 

this report is in accordance with the facts and contains no omission likely to affect its import.  This 

declaration is included in the Prospectus in compliance with Annex 1, Item 1.2 of the Prospectus 

Delegated Regulation and for no other purpose. 

 

Yours faithfully 

 

 

PKF Littlejohn LLP 

Reporting accountants 
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(B) AUDITED PRO FORMA FINANCIAL INFORMATION  

OF THE GROUP 

Set out below is an audited pro forma statement of net assets and income statement of Umuthi Healthcare Solutions 

plc. (“the Company”) and Lems Pharmaceutical Limited (together “the Enlarged Group”) as at 31 August 2019. The 

audited pro forma net assets and income statement of the Enlarged Group for the period ending 31 August 2019 have 

been prepared on the basis set out in the notes below and in accordance with the requirements of item 18.4.1 of Annex 

1 and Sections 1 and 2 of Annex 20 of the Prospectus Regulation Rules. 

The audited pro forma information has been prepared for illustrative purposes only and, by its nature, addresses a 

hypothetical situation and does not, therefore, represent the Enlarged Group’s actual financial position or results. Such 

information may not, therefore, give a true picture of the Enlarged Group’s financial position or results nor is it indicative 

of the results that may or may not be expected to be achieved in the future. The audited pro forma information is based 

on the net assets and income statement of the Enlarged Group as at 31 August 2019 as shown in Part VI (Historical 

Financial Information). No adjustments have been made to take account of trading, expenditure or other movements 

subsequent to 31 August 2019, being the date of the last published balance sheet of the Company. 

The audited pro forma information does not constitute financial statements within the meaning of section 434 of the 

Companies Act. Investors should read the whole of this Prospectus and not rely solely on the summarized financial 

information contained in this Part. 

Audited pro forma statement of net assets as at 31 August 2019 

 

The Company 

Lems 

Pharmaceutical 

Limited 

Audited 

Audited Audited pro forma 

Net Net 
adjusted 

aggregated net 

assets Assets assets of the 

as at 31 August 

2019 

as at 31 August 

2019 

Enlarged Group as 

at 31 August     

2019 

 £ £ £ 

Assets    

Non-current assets    

Property, plant and 

equipment  
- 490,732 490,732 

Other receivables  89,999 5,137 95,136 
    

Current assets    

Inventories - 191,472 191,472 

Trade receivables 1 194,386 194,387 

Cash and cash equivalents - 51,751 51,751                                

Other financial asset 65,000 168,221 
                            

233,221    
    

Total assets 155,000 1,101,699 1,256,699 
    

Equity    

Share Capital 
90,000 

 

1,268,235 

 
1,358,235 
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Reserves 

Capital Contribution 

- 

- 

8,276 

729,007 

8,276 

729,007 

Accumulated loss - (1,002,408) (1,002,408) 
    

Total Equity 90,000 1,003,110 1,093,110 
    

Liabilities    

Non-current liabilities 

Loans from Shareholders 

 

- 

 

- 

 

- 

Other financial liabilities   - 72,528 72,528 
    

Current liabilities     

Trade and other payables 65,000 (7,444) 57,556 

Other financial liabilities  - 33,505 33,505 
    

Total liabilities 65,000 98,589 163,589 
    

Total assets less total 

liabilities 
155,000 1,101,699 1,256,699 

 

 

 

 

Notes 

The pro forma statement of net assets has been prepared on the following basis: 

1. The net assets of the Company as at 31 August 2019 have been extracted without adjustment 

from the Historic Financial Information to which is set out in Part IV of this document. 

2. The net assets of Lems Pharmaceutical as at 31 August 2019 have been extracted without 

adjustment from the Historic Financial Information included in Part IV. 

3. No adjustments have been made to reflect the trading or other transactions, other than described 

above of: 

I. the Company since 31 August 2019; and 

II. Lems Pharmaceutical Limited since 31 August 2019 

4. The pro forma statement of net assets does not constitute financial statements. 
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Audited pro forma income statement for the period ended 31 August 2019 

 

The Company 
Lems 

Pharmaceutical 
Limited 

Audited 

Audited Audited pro forma 

Income 
statement 

Income statement 
adjusted aggregated 
income statement of 

the 

For the year 
ended 31 

August 2019 

For the year ended 
31 August 2019 

Enlarged Group for 
the year ended 31 

August 2019 

 £ £ £ 
    

Revenue 
                         

-    
415,824 415,824 

Cost of sales  
                         

-    
(336,547) (336,547) 

Gross profit  
                         

-    
79,277 79,277 

  - - 

Other operating expenses  
                         

-    
(29,919) (29,919) 

Operating loss 
                         

-    
(49,358) (49,358) 

Finance costs  
                         

-    
(1) (1) 

Loss for the period  
                         

-    
(49,357) (49,357) 

    
    

Total comprehensive loss 
for the period 

                         
-    

(49,357) (49,357) 

 

 

 

Notes 

The pro forma statements have been prepared on the following basis: 

1. The balance sheet and income statement of the Company as at 31 August 2019 have been extracted 
without adjustment from the Historic Financial Information to which is set out in Part VI of this 
document. 

2. The balance sheet and income statement of Lems Pharmaceutical Limited as at 31 August 2019 have 
been extracted without adjustment from the Historic Financial Information included in Part VI of this 
prospectus. 

3. An adjustment has been made to reflect payment in cash of admission costs estimated at GBP 450,000 
inclusive of any non-recoverable sales taxes. This is non-recurring. 

4. No adjustments, save for 3 above, have been made to reflect the trading or other transactions of; 
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i. the Company since 31 August 2019; 

ii. Lems Pharmaceutical Limited since 31 August 2019. 

5. The pro forma statement of net assets does not constitute financial statements. 
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PART VI 

TAXATION 

United Kingdom Taxation 

The comments set out below are based on the current UK tax law and what is understood to be current 

HMRC practice which are subject to change at any time (potentially with retrospective effect).  They 

are intended as a general guide only and apply only to Shareholders who are resident and domiciled 

(in the case of individuals) and resident (in the case of companies) for tax purposes in (and only in) the 

UK (except to the extent that specific reference is made to Shareholders resident outside the UK), who 

hold their Ordinary Shares as investments (other than under an individual savings accountant (“ISA”)) 

and who are the absolute beneficial owners of those Ordinary Shares and any dividends paid thereon. 

It is not intended to be, nor should it be construed as legal or tax advice. 

The comments set out below do not deal with the position of certain classes of Shareholders, such as 

dealers in securities, broker dealers, insurance companies, collective investment schemes or 

Shareholders who have or are deemed to have acquired their Ordinary Shares by virtue of an office or 

employment.  Shareholders who are in doubt as to their position or who are subject to tax in any 

jurisdiction other than the UK should consult their own professional advisers immediately. 

The tax legislation of the investor’s Member State and of the issuer’s country of incorporation, being 

the United Kingdom, may have an impact on the income received from the Ordinary Shares. 

Prospective investors should consult their own independent professional advisers on the potential tax 

consequences of subscribing for, purchasing, holding or selling Ordinary Shares under the laws of their 

country and/or state of citizenship, domicile or residence. 

Taxation of dividends 

The Company will not be required to withhold tax at source on any dividends it pays to its Shareholders. 

Dividends paid on the Ordinary Shares to the individuals resident in the UK for taxation purposes or 

who carry on a trade, profession or vocation in the UK through a branch or agency and who hold 

Ordinary Shares for the purposes of such trade, profession or vocation, or for such branch or agency, 

may be liable to income tax.  Each individual has a tax-free dividend allowance which exempts the first 

£2,000 of dividend income in the 2019/2020 tax year (“Nil Rate Amount”).  Dividend income in excess 

of the tax-free allowance will be liable to income tax in the hands of individuals at the rate of 7.5% to 

the extent that it is within the basic rate band, 32.5% to the extent that it is within the higher rate band 

and 38.1% to the extent it is within the additional rate band.   

Dividend income that is within the Nil Rate Amount counts towards an individual’s basic or higher rate 

limits - and will therefore impact on the level of savings allowance to which they are entitled, and the 

rate of tax that is due on any dividend income in excess of the Nil Rate Amount.  In calculating into 

which tax band any dividend income over the Nil Rate Amount falls, savings and dividend income are 

treated as the highest part of an individual’s income.  Where an individual has both savings and 

dividend income, the dividend income is treated as the top slice. 

Dividends paid on the Ordinary Shares to UK resident corporate Shareholders will generally (subject 

to anti-avoidance rules) fall within one or more of the classes of dividend qualifying for exemption from 

corporation tax.  Shareholders within the charge to corporation tax are advised to consult their 

independent professional tax advisers in relation to the implications of the legislation. 

Non-UK resident Shareholders may also be subject to tax on dividend income under any law to which 

they are subject outside the UK.  Such Shareholders should consult their own tax advisers concerning 

their tax liabilities. 

Disposals of Ordinary Shares 

A disposal of Ordinary Shares by a Shareholder (other than those holding shares as dealing stock, 

who are subject to separate rules) who is resident in the UK for tax purposes or who is not so resident 
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in the UK but carries on business in the UK through a branch, agency or permanent establishment with 

which their investment in the Company is connected may give rise to a chargeable gain or an allowable 

loss for the purposes of UK taxation, depending on the Shareholder’s circumstances and subject to 

any available exemption or relief. 

Such an individual Shareholder who is subject to UK income tax at the higher or additional rate will be 

liable to UK capital gains tax on the amount of any chargeable gain realised by a disposal of Ordinary 

Shares at the rate of 20%.   

Such an individual Shareholder who is subject to income tax at the basic rate only should only be liable 

to capital gains tax on the chargeable gain up to the unused amount of the Shareholder’s basic rate 

band at the rate of 10% and at a rate of 20% on the gains above the basic rate band.   

Individuals may benefit from certain reliefs and allowances (including a personal annual exemption 

allowance, which presently exempts the first £12,000 of gains from tax for the tax year 2019-20). 

For such Shareholders that are bodies corporate they will generally be subject to corporation tax (rather 

than capital gains tax) at a rate of 19% (falling to 17% from 1 April 2020) on any chargeable gain 

realised on a disposal of Ordinary Shares. 

Inheritance Tax 

The Ordinary Shares will be assets situated in the UK for the purposes of UK inheritance tax.  A gift of 

such assets by, or the death of, an individual holder of such assets may (subject to certain exemptions 

and reliefs) give rise to a liability to UK inheritance tax, even if the holder is neither domiciled in the UK 

nor deemed to be domiciled there (under certain rules relating to long residence or previous domicile).  

Generally, UK inheritance tax is not chargeable on gifts to individuals if the transfer is made more than 

seven complete years prior to death of the donor.  For inheritance tax purposes, a transfer of assets 

at less than full market value may be treated as a gift and particular rules apply to gifts where the donor 

reserves or retains some benefit.  Special rules also apply to close companies and to trustees of 

settlements who hold shares in the Company bringing them within the charge to inheritance tax. 

Holders of shares in the Company should consult an appropriate professional adviser if they make a 

gift of any kind or intend to hold any shares in the Company through such a company or trust 

arrangement.  They should also seek professional advice in a situation where there is potential for a 

double charge to UK inheritance tax and an equivalent tax in another country or if they are in any doubt 

about their UK inheritance tax position. 

Stamp Duty and Stamp Duty Reserve Tax (SDRT) 

The statements below summarise the current position and are intended as a general guide only to 

Stamp Duty and SDRT.  Certain categories of person are not liable to Stamp Duty or SDRT, and 

special rules apply to agreements made by broker dealers and market makers in the ordinary course 

of their business. 

Issue of Ordinary Shares 

No UK Stamp Duty or SDRT will be payable on the issue of Ordinary Shares, other than as explained 

below. 

Transfers of certificated Ordinary Shares 

The transfer on sale of Ordinary Shares will generally be liable to ad valorem Stamp Duty at the rate 

of 0.5% (rounded up to the nearest multiple of £5) of the amount or value of the consideration paid.  

An exemption from Stamp Duty will be available on an instrument transferring Ordinary Shares where 

the amount or value of the consideration is £1,000 or less, and it is certified on the instrument that the 

transaction effected by the instrument does not form part of a larger transaction or series of 

transactions for which the aggregate consideration exceeds £1,000.  The purchaser normally pays the 

Stamp Duty.  An unconditional agreement to transfer such shares will be generally liable to SDRT, at 

the rate of 0.5% of the consideration paid, but such liability will be cancelled or a right to a repayment 
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in respect of the SDRT liability will arise if the agreement is completed by a duly stamped transfer 

within six years of the agreement having become unconditional.  SDRT is the liability of the purchaser. 

Ordinary Shares transferred through paperless means including CREST 

 

Paperless transfers of shares within the CREST system are generally liable to SDRT (at a rate of 0.5% 

of the amount or value of the consideration payable) rather than Stamp Duty, and SDRT on relevant 

transactions settled within the system or reported through it for regulatory purposes will be collected 

by CREST.  Deposits of shares into CREST will not generally be subject to SDRT unless the transfer 

into CREST is itself for consideration. 

Ordinary Shares held through Clearance Systems or Depositary Receipt Arrangements 

 

Special rules apply where Ordinary Shares are issued or transferred to, or to a nominee or agent for, 

either a person whose business is or includes issuing depositary receipts or a person providing a 

clearance service, under which SDRT or stamp duty may be charged at a rate of 1.5% (sometimes 

referred to as an “entry charge”), with subsequent transfers within the clearance service or transfers of 

depositary receipts then being free from SDRT or stamp duty. Following litigation, HMRC confirmed 

that they will no longer seek to apply the 1.5% SDRT charge on an issue of shares into a clearance 

service or depositary receipt system on the basis that the charge is not compatible with EU law. It was 

announced in the Autumn Budget on 22 November 2017 that the government will not seek to 

reintroduce this charge following the departure of the UK from the EU. HMRC’s view is that the 1.5% 

SDRT or stamp duty charge will continue to apply to transfers of shares into a clearance service or 

depositary receipt arrangement unless they are an integral part of an issue of share capital. Any liability 

for stamp duty or SDRT in respect of such a transfer will strictly be accountable by the clearance 

service or depositary receipt system operator or their nominee, as the case may be, but will, in practice, 

be payable by the participants in the clearance service or depositary receipt system. 

Where a clearance service has made and maintained an election under section 97A of the Finance 

Act 1986, which is approved by HMRC, the 1.5% charge will not apply. Rather, stamp duty or SDRT 

will be charged at the normal rate of 0.5% on the transfer of existing shares into and within the 

clearance service. 

Accordingly, specific professional advice should be sought before incurring a 1.5% stamp duty or SDRT 

charge in any circumstances. 

The statements in this section relating to Stamp Duty and SDRT apply to any Shareholders irrespective 

of their residence, summarise the current position and are intended as a general guide only.  Special 

rules apply to agreements made by, amongst others, intermediaries, brokers and dealers. 

 



 

 

 145 

PART VII 

ADDITIONAL INFORMATION 

1. Responsibility 

The Company and each of the Directors whose names appear on page 25 of this document accept 

responsibility for the information contained in this document.   

To the best of the knowledge and belief of the Company and the Directors, the information contained 

in this document is in accordance with the facts and this document makes no omission likely to affect 

the import of such information. 

2. The Company 

2.1 The Company’s legal and commercial name is Umuthi Healthcare Solutions Plc. 

2.2 The Company was incorporated in England and Wales on 15 February 2018 under the 

name Umuthi Healthcare Solutions Limited with registered number 11208220 as a 

private limited company under CA 2006. It was re-registered as a public company on 20 

February 2019, and its name was changed to Umuthi Healthcare Solutions Plc. The 

domicile of the Company is the United Kingdom. 

2.3 The principal legislation under which the Company operates is CA 2006.  The liability of 

the members is limited to the amount, if any, unpaid on the shares respectively held by 

them. 

2.4 The Company’s registered office is 27/28 Eastcastle Street, London W1W 8DH and 

principal place of business is at 27/28 Eastcastle Street, London, W1W 8DH and the 

telephone number is +27 12 348 3567. The Company has the following website 

www.umuthiplc.com but the information on the website does not form part of this 

document unless such information is incorporated by reference in this document.  

2.5 The Company is the holding company of the Group, which holds 100% of the issued 

share capital of Lems, which operates in the pharmaceutical and medical supplies 

distribution and retail sector. Lems is incorporated in South Africa with company 

registration number 2014/170940/06. 

3. Share Capital 

3.1 In accordance with CA 2006, the Company has no limit on its authorised share capital. 

3.2 On incorporation of the Company, 1 ordinary share of £1 was subscribed for and issued 

and allotted, fully paid up.  On 24 January 2019, that ordinary share was sub-divided 

into 1,000 Ordinary Shares.  

3.3 On 29 January 2019 the Company entered into the Share Exchange Agreements, as 

set out more fully in paragraph 9.1 of Part VII. Under the terms of these agreements, 

86,999,000 Ordinary Shares were issued to the shareholders of Lems in exchange for 

the transfer of the entire issued share capital of Lems to the Company, making it a wholly 

owned subsidiary.  

3.4 The issued share capital of the Company at the date of this document, and on Admission 

will be, as follows: 

 Number of 

Ordinary Shares 

allotted and 

fully paid 

 

Aggregate 

nominal value 

of Ordinary 

Shares 
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On the date of this document and on Admission 92,000,000 £92,000 

3.5 Pursuant to a resolution passed on 24 January 2019, the Company resolved, amongst 

other matters,  that: 

3.5.1 an ordinary resolution authorising the Directors generally in accordance with the 

Articles to exercise all the powers of the Company to issue and allot Ordinary Shares 

up to a maximum aggregate nominal value of £115,874  provided always that such 

authority conferred on the directors shall (unless previously renewed, varied or 

revoked prior to that time) expire on 24 January 2024.  The Company may make an 

offer or agreement which would or might require Ordinary Shares to be allotted 

pursuant to this Resolution before the expiry of their authority to do so, but allot the 

Ordinary Shares pursuant to any such offer or agreement after that expiry date; and 

3.5.2 a special resolution to disapply all pre-emption rights in the Articles in connection with 

the issue and allotment of Ordinary Shares up to a maximum aggregate nominal value 

of £115,874, provided that the authorities conferred under this Resolution shall (unless 

previously renewed, varied or revoked prior to that time) expire on 24 January 2024. 

The Company may make an offer or agreement which would or might require equity 

securities to be issued before the expiry of its power to do so, but allot the equity 

securities pursuant to any such offer or agreement after that expiry date. 

3.6 The provisions of section 561(1) CA 2006 confer on Shareholders certain rights of pre-

emption in respect of the allotment of equity securities (as defined in section 560 CA 

2006) which are, or are to be, paid up in cash and will apply to the unissued share capital 

of the Company, except to the extent disapplied by the resolutions referred to above. 

3.7 The Ordinary Shares will be listed on the Official List and will be traded on the main 

market of the London Stock Exchange. The Ordinary Shares are not listed or traded, 

and no application has been or is being made for the admission of the Ordinary 

Shares to listing or trading, on any other stock exchange or securities market. 

3.8 Each Ordinary Share will rank in full for all dividends and distributions declared made or 

paid after their issue and otherwise pari passu in all respects with each existing Ordinary 

Share and will have the same rights (including voting and dividend rights and rights on 

a return of capital). 

3.9 Except for the Company’s obligations to issue the Ordinary Shares pursuant to the 

Warrants there are no rights and/or obligations over the Company’s unissued share or 

loan capital nor do there exist any undertakings to increase the Company’s share or 

loan capital. 

3.10 Except as disclosed in this document, no share of the Company or any of the 

Subsidiaries is under option or has been agreed conditionally or unconditionally to be 

put under option. 

3.11 The Company does not have in issue any securities not representing share capital nor 

any shares which are held by or on behalf of the Company itself. Except as disclosed in 

this document, there are no outstanding convertible securities issued by the Company. 

3.12 The Ordinary Shares may be held in either certificated form or under the CREST system. 

3.13 Except as disclosed in this Part VII: Additional Information, since the date of 

incorporation of the Company: (i) there has been no change in the amount of the issued 

share or loan capital of the Company; and (ii) no commissions, discounts, brokerages 

or other special terms have been granted by the Company in connection with the issue 

or sale of any share capital of the Company. 
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3.14 To the best of the Directors’ knowledge, no-one, directly or indirectly exercises or could 

exercise control over the Company. 

3.15 The ISIN number in respect of the Ordinary Shares is GB00BJ56HG01.  The Ordinary 

Shares are created and issued under CA 2006 and are denominated in pounds sterling. 

4. Objects of the Company 

The Company’s objects are unrestricted. 

5. Articles of association 

The rights attaching to the Ordinary Shares, as set out in the Articles contain, amongst others, the 

following provisions: 

Votes of members 

5.1 No shares having been issued subject to any special terms. On a show of hands every 

member who being an individual is present in person or by proxy or, being a corporation 

is present by a duly authorised representative, has one vote, and on a poll every member 

has one vote for every share of which he is the holder. 

5.2 Unless the directors determine otherwise, a member of the Company is not entitled in 

respect of any shares held by him to vote at any general meeting of the Company if any 

amounts payable by him in respect of those shares have not been paid or if the member 

has a holding of at least 0.25% of any class of shares of the Company and has failed to 

comply with a notice under section 793 CA 2006. 

Variation of rights 

5.3 The Articles do not contain provisions relating to the variation of rights as these matters 

are dealt with in section 630 CA 2006.  If at any time the capital of the Company is 

divided into different classes of shares, the rights attached to any class may be varied 

or abrogated with the consent in writing of the holders of at least three fourths in nominal 

value of that class or with the sanction of an extraordinary resolution passed at a 

separate meeting of the holders of that class but not otherwise. 

Transfer of shares 

5.4 Subject to the provisions of the Articles relating to CREST, all transfers of shares will be 

effected in any usual form or in such other form as the board approves and must be 

signed by or on behalf of the transferor and, in the case of a partly paid share, by or on 

behalf of the transferee.  The transferor is deemed to remain the holder of the share until 

the name of the transferee is entered in the register of members in respect of it. 

5.5 The directors may, in their absolute discretion and without assigning any reason, refuse 

to register the transfer of a share in certificated form if it is not fully paid or if the Company 

has a lien on it, or if it is not duly stamped, or if it is by a member who has a holding of 

at least 0.25% of any class of shares of the Company and has failed to comply with a 

notice under section 793 CA 2006.  In exceptional circumstances approved by the 

London Stock Exchange, the directors may refuse to register any such transfer, provided 

that their refusal does not disturb the market. 

5.6 The Articles contain no restrictions on the free transferability of fully paid Ordinary 

Shares provided that the transfers are in favour of not more than four transferees, the 

transfers are in respect of only one class of share and the provisions in the Articles, if 

any, relating to registration of transfers have been complied with. 
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Payment of dividends 

5.7 Subject to the provisions of CA 2006 and to any special rights attaching to any shares, 

the Shareholders are to distribute amongst themselves the profits of the Company 

according to the amounts paid up on the shares held by them, provided that no dividend 

will be declared in excess of the amount recommended by the directors.  A member will 

not be entitled to receive any dividend if he has a holding of at least 0.25% of any class 

of shares of the Company and has failed to comply with a notice under section 793 CA 

2006.  Interim dividends may be paid if profits are available for distribution and if the 

directors so resolve. 

Unclaimed dividends 

5.8 Any dividend unclaimed after a period of 12 years from the date of its declaration will be 

forfeited and will revert to the Company. 

Untraced Shareholders 

5.9 The Company may sell any share if, during a period of 12 years, at least three dividends 

in respect of such shares have been paid, no cheque or warrant in respect of any such 

dividend has been cashed and no communication has been received by the Company 

from the relevant member.  The Company must advertise its intention to sell any such 

share in both a national daily newspaper and in a newspaper circulating in the area of 

the last known address to which cheques or warrants were sent.  Notice of the intention 

to sell must also be given to the London Stock Exchange. 

Return of capital 

5.10 On a winding-up of the Company, the balance of the assets available for distribution will, 

subject to any sanction required by CA 2006, be divided amongst the members. 

Borrowing powers 

5.11 Subject to the provisions of CA 2006, the directors may exercise all the powers of the 

Company to borrow money and to mortgage or charge its undertaking, property and 

assets, including its uncalled or unpaid capital, and to issue debentures and other 

securities and to give guarantees. 

Directors 

5.12 No shareholding qualification is required by a director. 

5.13 The directors are entitled to fees, in addition to salaries, at the rate decided by them, 

subject to an aggregate limit of £100,000 per annum or such additional sums as the 

Company may by ordinary resolution determine.  The Company may by ordinary 

resolution also vote extra fees to the directors which, unless otherwise directed by the 

resolution by which it is voted, will be divided amongst the directors as they agree, or 

failing agreement, equally.  The directors are also entitled to be repaid all travelling, hotel 

and other expenses incurred by them in connection with the business of the Company. 

5.14 At the third annual general meeting after an annual general meeting or general meeting 

at which a director was appointed (or other shareholder ratification of the appointment 

of a director), such director will retire from office.  A retiring director is eligible for 

reappointment. 

5.15 The directors may from time to time appoint one or more of their body to be the holder 

of an executive office on such terms as they think fit. 

5.16 Except as provided in paragraphs 5.17 and 5.18 below, a director may not vote or be 

counted in the quorum present on any motion in regard to any contract, transaction, 

arrangement or any other proposal in which he has any material interest, which includes 
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the interest of any person connected with him, otherwise than by virtue of his interests 

in shares or debentures or other securities of or otherwise in or through the Company.  

Subject to CA 2006, the Company may by ordinary resolution suspend or relax this 

provision to any extent or ratify any transaction not duly authorised by reason of a 

contravention of it. 

5.17 In the absence of some other material interest than is indicated below, a director is 

entitled to vote and be counted in the quorum in respect of any resolution concerning 

any of the following matters: 

5.17.1 the giving of any security, guarantee or indemnity to him in respect of money lent or 

obligations incurred by him or by any other person at the request of or for the benefit 

of the Company or any of its subsidiaries; 

5.17.2 the giving of any security, guarantee or indemnity to a third party in respect of a debt 

or obligation of the Company or any of its subsidiaries for which he himself has 

assumed responsibility in whole or in part under a guarantee or indemnity or by the 

giving of security; 

5.17.3 any proposal concerning an offer of shares or debentures or other securities of or by 

the Company or any of its subsidiaries for subscription or purchase in which offer he 

is or is to be interested as a participant in its underwriting or sub underwriting; 

5.17.4 any contract, arrangement, transaction or other proposal concerning any other 

company in which he is interested provided that he is not the holder of or beneficially 

interested in 1% or more of any class of the equity share capital of such company, or 

of a third company through which his interest is derived, or of the voting rights available 

to members of the relevant company, any such interest being deemed to be a material 

interest, as provided in paragraph 5.16 above, in all circumstances; 

5.17.5 any contract, arrangement, transaction or other proposal concerning the adoption, 

modification or operation of a superannuation fund or retirement, death or disability 

benefits scheme under which he may benefit and which has been approved by or is 

subject to and conditional upon approval by HMRC; 

5.17.6 any contract, arrangement, transaction or other proposal concerning the adoption, 

modification or operation of an employee share scheme which includes full time 

executive directors of the Company and/or any subsidiary or any arrangement for the 

benefit of employees of the Company or any of its subsidiaries and which does not 

award to any director any privilege or advantage not generally accorded to the 

employees to whom such a scheme relates; and 

5.17.7 any contract, arrangement, transaction or proposal concerning insurance which the 

Company proposed to maintain or purchase for the benefit of directors or for the benefit 

or persons including the directors. 

5.18 If any question arises at any meeting as to the materiality of a director’s interest or as to 

the entitlement of any director to vote and such question is not resolved by his voluntarily 

agreeing to abstain from voting, such question must be referred to the chairman of the 

meeting and his ruling in relation to any other director will be final and conclusive except 

in a case where the nature or extent of the interest of such director has not been fully 

disclosed. 

5.19 The directors may provide or pay pensions, annuities, gratuities and superannuation or 

other allowances or benefits to any director, ex-director, employee or ex-employee of 

the Company or any of its subsidiaries or to the spouse, civil partner, children and 

dependants of any such director, ex-director, employee or ex-employee. 
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CREST 

5.20 The directors may implement such arrangements as they think fit in order for any class 

of shares to be held in uncertificated form and for title to those shares to be transferred 

by means of a system such as CREST in accordance with the Uncertificated Securities 

Regulations 2001 and the Company will not be required to issue a certificate to any 

person holding such shares in uncertificated form. 

Disclosure notice 

5.21 The Company may by notice in writing require a person whom the Company knows or 

has reasonable cause to believe to be or, at any time during the three years immediately 

preceding the date on which the notice is issued, to have been interested in shares 

comprised in the Company’s relevant share capital: 

5.21.1 to confirm that fact or (as the case may be) to indicate whether or not it is the case; 

and 

5.21.2 where he holds or has during that time held an interest in shares so comprised, to give 

such further information as may be required in the notice. 

General meetings 

5.22 An annual general meeting must be called by at least 21 days’ notice, and all other 

general meetings must be called by at least 14 days’ notice. 

5.23 Notices must be given in the manner stated in the articles to the members, other than 

those who under the provisions of the articles or under the rights attached to the shares 

held by them are not entitled to receive the notice, and to the auditors. 

5.24 No business may be transacted at any general meeting unless a quorum is present 

which will be constituted by two persons entitled to vote at the meeting each being a 

member or a proxy for a member or a representative of a corporation which is a member.  

If within half an hour from the time appointed for the meeting a quorum is not present, 

the meeting, if convened on the requisition of, or by, members, will be dissolved. 

5.25 At a general meeting a resolution put to the vote will be decided on a show of hands 

unless, before or on the declaration of the show of hands, a poll is demanded by the 

chairman or by at least five members present in person or by proxy and entitled to vote 

or by a member or members entitled to vote and holding or representing by proxy at 

least one tenth of the total voting rights of all the members having the right to vote at the 

meeting.  Unless a poll is demanded as above, a declaration by the chairman that a 

resolution has been carried, or carried unanimously or by a particular majority, or lost, 

or not carried by a particular majority, and an entry to that effect in the book containing 

the minutes of the proceedings of general meetings of the Company is conclusive 

evidence of the fact without proof of the number or proportion of the votes recorded in 

favour of or against such resolution. 

5.26 No member is entitled to vote at any general meeting either personally or by proxy or to 

exercise any privilege as a member, unless all calls or other sums presently payable to 

him in respect of shares in the Company have been paid. 

5.27 The appointment of a proxy must be in any usual form, or such other form as may be 

approved by the directors, and must be signed by the appointor or by his agent duly 

authorised in writing or if the appointor is a corporation, must be either under its common 

seal or signed by an officer or agent so authorised. The directors may, but will not be 

bound to, require evidence of authority of such officer or agent.  An instrument of proxy 

need not be witnessed. 
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5.28 The proxy will be deemed to include the right to demand or join in demanding a poll and 

generally to act at the meeting for the member giving the proxy. 

5.29 The directors may direct that members or proxies wishing to attend any general meeting 

must submit to such searches or other security arrangements or restrictions as the 

directors consider appropriate in the circumstances and may, in their absolute 

discretion, refuse entry to, or eject from, such general meeting any member or proxy 

who fails to submit to such searches or otherwise to comply with such security 

arrangements or restrictions. 

6. Substantial Shareholders 

6.1 Except for the interests set out in this paragraph and the interests of the Directors set 

out in paragraph 8 below, the Directors are not aware of the interests of any person 

which, at the date of this document and immediately following Admission, would amount 

to 3% or more of the Company’s issued share capital: 

 

6.2 There is a presumption that all the Shareholders are acting in concert. The Concert Party 

will therefore, as at the date of this document and immediately following Admission, hold 

100% of the Company’s issued share capital. Please refer to paragraph 18 of this Part 

VII for further details. 

6.3 No major holder of Ordinary Shares, either as listed above, or as set out in paragraph 8 

of this Part VII: Additional Information, has voting rights different from other holders of 

Ordinary Shares. 

6.4 So far as the Company is aware, there are no arrangements in place the operation of 

which may at a subsequent date result in a change of control of the Company. 

Name Ordinary Shares as 
at the date of this 
document and 
Admission 

Percentage of Share 
Capital (%) 

GV Investments 

Ltd (a company 

beneficially 

owned by Gert 

Viljoen) 

39,214,365 42.62 

Mr Peter Daniel 

Fitzgibbons 

3,394,184 3.69 

Gem Global Yield 

Fund LLC SCS 

4,250,000 4.62 

Silva Arrow 

Investments Ltd 

2,810,635 3.06% 

Ronnell de Villiers 2,810,000 3.05% 

Lezozo 

Enterprises 

Limited 

2,800,000 3.04% 
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7. The Directors 

7.1 The Directors and their respective functions are as follows: 

Shaun Gresse, Chairman – Independent Non Executive 

Gert Viljoen, Chief Executive Officer 

Pieter Grimes, Financial Officer 

Colin Bloom, Independent Non-Executive Director 

7.2 The business address of each of the Directors is the Company’s registered office. 

8. Directors’ interests in the Company including service agreements 

8.1 The interests of the Directors and persons connected with them, within the meaning of 

sections 252 and 253 CA 2006, in the share capital of the Company all of which are 

beneficial, are: 

Name Ordinary Shares as at the date 
of this document and 

Admission 

Percentage of Ordinary 
Shares as at the date of this 

document and Admission 

Gert Viljoen (holding 
via GV Investments 
Ltd) 

39,214,365 42.62% 

Pieter Grimes 1,109,000 1.21% 

 

 

8.2 Except as disclosed in paragraph 8.1, none of the Directors nor any person connected 

with them, within the meaning of sections 252 and 253 CA 2006, is interested in the 

share capital of the Company, in any related financial products referenced to the 

Ordinary Shares, or in any options granted over any Ordinary Shares. 

8.3 The Company has entered into the following service agreements and letters of 

appointment with the Directors: 

8.3.1 a service agreement with Shaun Ivan Gresse, entered into on 20 February 2019. 

Under the terms of this service agreement, Shaun is employed by the Company as 

chairman. The agreement is terminable on three months’ notice on either side. With 

effect from Admission, Shaun will be paid an annual salary of £30,000, payable 

monthly in arrears. 

8.3.2 a service agreement with Gert Viljoen, entered into on 15 February 2018. Under the 

terms of this service agreement, Gert is employed by the Company as Chief Executive 

Director. The agreement is terminable on three months’ notice on either side. With 

effect from Admission, Gert will be paid an annual salary of £50,000, payable monthly 

in arrears.  

8.3.3 a service agreement with Pieter Grimes, entered into on 20 February 2019. Under the 

terms of this service agreement, Pieter is employed by the Company as Chief Financial 

Director. The agreement is terminable on three months’ notice on either side. With 

effect from Admission, Pieter will be paid an annual salary of £35,000, payable monthly 

in arrears.  

8.3.4 an agreement between the Company and Colin Bloom dated 14 February 2020, 

conditional upon Admission, pursuant to which Colin was appointed as a non-

executive director of the Company for an annual fee of £36,000, payable monthly in 

arrears. The appointment is for an initial term of 36 months and is terminable on three 

months’ notice on either side.  No compensation is payable for loss of office and the 
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appointment may be terminated immediately if, among other things, Colin is in material 

breach of the terms of the appointment.  

8.4 The aggregate remuneration paid and benefits in kind granted to the Directors for the 

period from 31 August 2019 to Admission, under the arrangements in force at the date 

of this document, amount to £205,000.  It is estimated that the aggregate remuneration 

payable to the Directors from the date of Admission under arrangements that are in force 

and that will come into effect on Admission will amount to £17,033. 

8.5 Except as set out above, there are no liquidated damages or other compensation 

payable by the Company upon early termination of the contracts of the Directors. None 

of the Directors has any commission or profit sharing arrangements with the Company. 

8.6 Except as provided for above, the total emoluments of the Directors will not be varied 

as a result of Admission. 

8.7 Except as disclosed in this paragraph 8, there are no existing or proposed service 

contracts between the Company and any of the Directors which are not terminable on 

less than 12 months’ notice, nor have any of their letters of appointment or service 

contracts been amended in the six months prior to the date of this document. 

8.8 In addition to their directorships of the Company or Lems, the Directors are or have been 

members of the administrative, management or supervisory bodies or partners of the 

following companies or partnerships (which, unless otherwise stated, are incorporated 

in England and Wales) within the five years prior to the publication of this document: 

Shaun Ivan Gresse 

Current 

SIG Labour Specialists  

PSC Brokers 

 

Past 

None  

 

Gert Viljoen 

Current 

Fit-Aid South Africa (Pty) Limited (incorporated in South Africa) 

Carinagen (Proprietary) Limited trading as V Professional Service (incorporated in South 

Africa) 

Viljoen Registered Accountants Pty Limited (incorporated in South Africa) 

VAAB Royal Properties (Pty) Ltd 

The Strandloper Familie Trust 

Past 

Dumont Healthcare Pty Ltd (incorporated in South Africa) 

Pieter Grimes 

Current 

None  

Past 

Clinigen SA Pty Limited (incorporated in South Africa) 
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Colin Bloom 

Current 

None  

 

Past 

ACRE (Alliance of Conservatives and Reformists in Europe) - based in Brussels, Belgium  
 
IDU (International Democrat Union) - based in Munich, Germany. 
 
Conservative & Unionist Party - United Kingdom 

 

8.9 No Director has in the last five years: 

8.9.1 had any convictions in relation to fraudulent offences or unspent convictions in relation 

to indictable offences; 

8.9.2 had a bankruptcy order made against him or entered into an individual voluntary 

arrangement; 

8.9.3 been a director of any company or been a member of the administrative, management 

or supervisory body of an issuer or a senior manager of an issuer which has been 

placed in receivership, compulsory liquidation, creditors’ voluntary liquidation, 

administration, or company voluntary arrangement or which entered into any 

composition or arrangement with its creditors generally or any class of its creditors 

whilst he was acting in that capacity for that company or within the 12 months after he 

ceased to so act; 

8.9.4 been a partner in any partnership placed into compulsory liquidation, administration or 

partnership voluntary arrangement where such director was a partner at the time of or 

within the 12 months preceding such event; 

8.9.5 been subject to receivership in respect of any asset of such Director or of a partnership 

of which the Director was a partner at the time of or within 12 months preceding such 

event; or 

8.9.6 been subject to any official public criticisms by any statutory or regulatory authority 

(including designated professional bodies) nor has such Director been disqualified by 

a court from acting as a director of a company or from acting as a member of the 

administrative, management or supervisory bodies of an issuer or from acting in the 

management or conduct of the affairs of any issuer. 

8.10 No Director has been interested in any transaction with the Company which was unusual 

in its nature or conditions or significant to the business of the Company during the 

current financial year which remains outstanding or unperformed. 

8.11 In the case of those Directors who have roles as directors of companies other than the 

Company or are otherwise interested in other companies or businesses, although there 

are no current conflicts of interest, it is possible that the general duties under chapter 2 

of part 10 CA 2006 and fiduciary duties owed by those Directors to companies or other 

businesses of which they are directors or otherwise interested in from time to time may 

give rise to conflicts of interest with the duties owed to the Company.   

8.12 Save as disclosed above, there are no potential conflicts of interest between any duties 

owed (or to be owed) by the Directors to the Company and their private interests and/or 

other duties.  
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8.13 Except for the Directors, the Board does not believe that there are any other senior 

managers who are relevant in establishing that the Company has the appropriate 

expertise and experience for the management of the Company. 

9. Material contracts 

The following material contracts (not being contracts entered into in the ordinary course of business) 

have been entered into by the Group companies in the two years immediately preceding the date of 

this document or are other contracts that contain provisions under which the Company has an 

obligation or entitlement which is material to the Company as at the date of this document. The 

agreements are governed by English law unless otherwise stated.  

Material contracts of the Group 

Material contracts relating to Admission 

Umuthi  

9.1 Share Exchange Agreements 

On 29 January 2019 the Company and Lems entered into share exchange agreements with each of 

the shareholders of Lems at that time, pursuant to which the Company agreed to purchase the entire 

issued share capital of Lems in exchange for the issue and allotment of 86,999,000 Ordinary Shares 

to the shareholders of Lems pro rata to their holdings in Lems l. The Ordinary Shares were issued on 

the basis of one Ordinary Share for each share held in Lems l (after taking into account the subscriber 

shares of the Company). On completion of the agreements, Lems became a wholly owned subsidiary 

of the Company. 

9.2 Equity Drawdown Facility 

The Company has entered into the Equity Drawdown Facility as described in paragraph 2 of Part I of 
this document. 

9.3 Lock-up agreements 

Under lock-up agreements dated 27 August 2020, each of the Directors has agreed with the Company 

not to dispose of, and to procure that no party associated with the respective Director disposes of, any 

of  the Ordinary Shares for a period of 12 months from the date of Admission, subject to certain limited 

exceptions. Additionally, for a further period of 12 months these shareholders are subject to orderly 

market restrictions.   

These agreements are governed by English law.  

9.4 GEM lock-up agreement 

On 27 August 2020 the Company and GEM entered into an agreement pursuant to which GEM agreed 

that neither it nor any of its associates would, for a period of six months, sell any Ordinary Shares held 

by them in excess of 10% of the previous day’s trading volume except that such restriction will not 

apply during the 15 business days following the application by the Company for a drawdown under the 

Equity Drawdown Facility. The Company is not required to pay any consideration under this agreement.  

9.5 Relationship agreement 

On 26 August 2020 the Company and Gert Viljoen entered into a relationship agreement pursuant to 

which Gert Viljoen has undertaken that for as long as he holds 30% or more of the issued share capital 

of the Company he will ensure, amongst other things that, as far as he is reasonably able to do so, 

that all contracts entered into by the Company are on arm’s length terms and in the ordinary course of 

business and that the Company does not appoint directors without the consent of the independent 

non-executive director. 

Lems Pharmaceutical 
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9.6 Acquisition and collaboration agreements and letters of intent 

Lems has entered into the conditional agreements and letters of intent described in paragraph 1 of 

Part I of this document. 

9.7 Assignment  

Lems and V Professional Services have entered into the Assignment pursuant to which V Professional 

Services assigned all of its rights, title and interest to the Lems App to Lems. The assignment is 

absolute and Lems paid no consideration for its assignment. This agreement constitutes a related party 

agreement. 

9.8 VProf Contract 

On 20 July 2019, Lems and V Professional Services entered into an agreement pursuant to which V 

Professional Services will provide certain services to Lems, including referring clients to Lems, 

providing Lems access to its database and featuring the Group’s mobile app on its website as well as 

procuring that SAMA do likewise. V Professional Services will also, as soon as reasonably practicable, 

contact each of its clients and invite them to download and use the Group’s mobile app. Lems will pay 

no consideration for the services to be provided to it and the agreement will have a term of 60 months. 

Following the expiry of the 60 month terms either party may terminate the agreement by giving 90 days 

written notice to the other. This agreement is governed by South African law and constitutes a related 

party agreement. 

10. Working capital 

The Company is of the opinion that the Group has sufficient working capital for its present requirements 

that is for at the least the next 12 months following the date of this Prospectus. 

11. Litigation 

There are no, and have not been, any governmental, legal or arbitration proceedings (including any 

such proceedings which are pending or threatened so far as the Company is aware) which may have, 

or for the past 12 months, has significant effects on the financial position or profitability of the Group. 

12. Intellectual property 

Except as described in this document, the Group is not dependent on any patents or licences, 

industrial, commercial or financial contracts, or new manufacturing processes, where such are of 

fundamental importance to the Group’s business or profitability. 

13. Premises 

No Group Company owns any premises or hold any leasehold interests in any properties except for 

the warehouse.  

14. Employees 

14.1 The Company has not had any employees since incorporation except for the executive 

directors and senior managers mentioned in this document.  

14.2 Lems has had sixteen employees from the date of the commencement of its operations 

to the date of this document.  

15. Related Party Transactions 

Except as otherwise disclosed in this document (being the agreements with V Professional Services), 

the Company is not party to any transactions with related parties, for the period covered by the 

historical financial information up to the date of this document. 

16. No significant change 

16.1 Save for: 
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16.1.1 the contingent liabilities assumed by the Company to pay fees under the Registrar 

Agreement, as set out in paragraph 9.6 of this Part VII: Additional Information; 

16.1.2 the Directors’ letters of appointment as set out in paragraph 8.3 of this Part VII: 

Additional Information (comprising approximately £222,000 per annum in aggregate); 

and 

16.1.3 the expenses of the Company referred to in paragraph 19.3 of this Part VII: Additional 

Information amounting to approximately £535,000, 

there has been no significant change in the financial performance and financial position 

of the Group since 31 August 2019, being the date as at which the financial information 

contained in Part V Financial Information on the Company has been prepared. 

16.2 While there has been no sign significant change to production, sales, inventory and the 

cash and selling prices of the Group since 31 August 2019, a summary of the impact of 

the Covid-19 pandemic on the Group is included in paragraph 5 of Part I of this 

document.  

17. Mandatory bids and compulsory acquisition rules relating to ordinary shares 

Mandatory bid provisions 

17.1 Under Rule 9 of the City Code, when: (i) any person acquires, whether by a series of 

transactions over a period of time or not, an interest in shares which (taken together with 

shares in which persons in which he is already interested and in which persons acting 

in concert with him are interested) carry 30% or more of the voting rights of a company 

subject to the City Code; or (ii) any person, together with persons acting in concert with 

him, is interested in shares which in the aggregate carry not less than 30% but not more 

than 50% of the voting rights of such a company, and such person or any person acting 

in concert with him, acquires an interest in any other shares which increases the 

percentage of shares carrying voting rights in which he is interested, then, except with 

the consent of the Takeover Panel, that person, and any person acting in concert with 

him, must make a general offer in cash to the holders of any class of equity share capital 

whether voting or non-voting and also to the holders of any other class of transferable 

securities carrying voting rights to acquire the balance of the shares not held by him and 

his concert party. 

17.2 Except where the Takeover Panel permits otherwise, an offer under Rule 9 of the City 

Code must be in cash and at the highest price paid within the 12 months prior to the 

announcement of the offer for any shares in the company by the person required to 

make the offer or any person acting in concert with him.  Offers for different classes of 

equity share capital must be comparable; the Takeover Panel should be consulted in 

advance in such cases. 

Squeeze-out 

17.3 Under CA 2006, if a “takeover offer” (as defined in section 974 CA 2006) is made for the 

Ordinary Shares and the offeror were to acquire, or unconditionally contract to acquire, 

not less than 90% in value of the Ordinary Shares to which the offer relates and not less 

than 90% of the voting rights carried by the Ordinary Shares to which the offer relates, 

it could, within three months of the last  day on which its takeover offer can be accepted, 

compulsorily acquire the remaining 10%.  The offeror would do so by sending a notice 

to outstanding members telling them that it will compulsorily acquire their Ordinary 

Shares and then, six weeks later, it would execute a transfer of the outstanding Ordinary 

Shares in its favour and pay the consideration for the outstanding Ordinary Shares to 

the Company, which would hold the consideration on trust for outstanding members.  

The consideration offered to the minority shareholder whose shares are compulsorily 
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acquired must, in general, be the same as the consideration that was available under 

the original offer unless a member can show that the offer value is unfair. 

Other than as provided by the City Code and Chapter 28 CA 2006, there are no rules or 

provisions relating to mandatory bids and/or squeeze-out and sell-out rules that apply to the 

Ordinary Shares. 

The City Code is issued and administered by the Takeover Panel. 

The City Code applies to Company and the Shareholders are entitled to the protection afforded 

by the City Code. 

There have been no public takeover bids for the Company’s shares. 

18. Concert Party 

Shareholders holding 100% of the Company’s issue share capital as at the date of this document have 

been treated as acting in concert for the purposes of the City Code by virtue of being former 

shareholders of Lems, which was acquired by the Company pursuant to the Share Exchange 

Agreements. 

19. General 

19.1 PKF Littlejohn LLP were appointed as the auditors of the Company on 7 March 2018 

and are registered to carry out audit work by the Institute of Chartered Accountants in 

England and Wales at the address of 1 Westferry Circus Canary Wharf London E14 

4HD. 

19.2 PKF Littlejohn LLP, which has no material interest in the Company, has given and has 

not withdrawn its written consent to the issue of this document with the inclusion of the 

references to its name in the form and context in which they appear and to the inclusion 

in Part IV and Part I of this document of its accountants’ reports and report on the audited 

pro forma financial information in the form and context in which they are included, and 

having authorised the contents of such reports. 

19.3 The total costs and expenses of or incidental to Admission payable by the Company are 

expected to be approximately £720,000 (including irrevocable VAT). 

19.4 The Directors are not aware of any environmental issues which may affect the Group’s 

utilisation of its tangible fixed assets. 

19.5 The Company’s accounting reference date is 28 February. 

19.6 The financial information relating to the Company contained in this document does not 

constitute statutory accounts for the purposes of section 434 CA 2006. 

19.7 The Company does not intend to pay dividends in the near future as any earnings during 

such time are expected to be retained for use in business operations.  The declaration 

and payment by the Company of any dividends and the amount thereof will be in 

accordance with, and to the extent permitted by, all applicable laws and will depend on 

the results of the Company’s operations, its financial position, cash requirements, 

prospects, profits available for distribution and other factors deemed to be relevant at 

the time. 

20. Documents available for inspection 

Copies of the following documents may be inspected at the offices of Memery Crystal LLP during 

normal business hours of any weekday (Saturdays, Sundays and public holidays excepted) and on the 

website of the Company – www.umuthiplc.com from the date of this document for 12 months following 

Admission: 

20.1 the Articles; 
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20.2 the consent letter of PKF Littlejohn; and 

20.3 this document. 
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PART VIII 

DEFINITIONS 

The following definitions apply throughout this document unless the context requires otherwise: 

Admission the admission of the Ordinary Shares to listing on the Official 

List and trading on the London Stock Exchange’s main market 

for listed securities. 

Articles the articles of association of the Company as at the date of this 

document. 

Assignment the agreement assigning all rights in the Lems App from V 

Professional Services to Lems dated 21 August further details 

of which are set out in 9.7 of Part VII: Additional Information of 

this document.  

BEE Black Economic Empowerment. 

Board  the board of Directors of the Company from time to time. 

CA 2006 the Companies Act 2006. 

City Code The City Code on Takeovers and Mergers published by the 

Takeover Panel. 

Company Umuthi Healthcare Solutions Plc., incorporated in England and 

Wales with company number 11208220.  

Concert Party  shareholders holding 100% of the Company’s issue share 

capital as at the date of this document, have been treated as 

acting in concert for the purposes of the City Code by virtue of 

being former shareholders of Lems, which was acquired by the 

Company pursuant to the Share Exchange Agreements. 

Corporate Governance Code the UK Corporate Governance Code, published by the 

Financial Reporting Council. 

Covid-19 the infectious disease caused by coronavirus. 

CREST the paperless share settlement system and system for the 

holding and transfer of shares in uncertified form in respect of 

which Euroclear UK & Ireland Limited is the Operator (as 

defined in the CREST Regulations). 

CREST Regulations the Uncertificated Securities Regulations 2001 (SI 2001 

No. 3755), as amended. 

Directors the directors of the Company as at Admission whose names 

are set out on page 25 of this document. 

Disclosure and Transparency 

Rules 

the disclosure and transparency rules of the FCA. 

Equity Drawdown Facility the equity drawdown facility agreement between the Company 

and GEM dated 2 May 2018 further details of which are set out 

in Part 1 of this document. 

European Economic Area or 

EEA 

territories comprising the European Union together with 

Norway, Iceland and Liechtenstein. 
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FCA or Financial Conduct 

Authority 

the Financial Conduct Authority of the United Kingdom. 

FSMA the Financial Services and Markets Act 2000. 

GEM GEM Global Yield Fund LLC SCS.  

Group the Company and its Subsidiaries from time to time being, as 

at the date of this document, Lems.  

HMRC HM Revenue & Customs. 

IFC Report the “Private Sector Pharmaceutical Distribution and Retailing 

in Emerging Markets” Report published by the International 

Finance Corporation of the World Bank Group. 

Lems or Lems Pharmaceutical Lems Pharmaceutical (Pty) Ltd, incorporated in South Africa 

with registered number 2014/170940/06.  

Lems App the Lems Pharmaceutical Online App held by Lems pursuant 

to the Assignment. 

Listing Rules the Listing Rules of the FCA. 

London Stock Exchange London Stock Exchange Plc. 

Main Market the London Stock Exchange’s main market for listed securities. 

MAR the Market Abuse Regulation (Regulation 596/2014). 

MCC Medicines Control Council of South Africa. 

Medicines Act Medicines and Related Substances Act, 1965 (Act 101 of 

1965) of South Africa. 

Official List the Official List maintained by the FCA. 

Ordinary Shares ordinary shares of £0.001 each in the capital of the Company. 

Overseas Shareholders holders of Ordinary Shares who have registered addresses in, 

or who are resident or ordinarily resident in, or citizens of, or 

which are corporations, partnerships or other entities created 

or organised under the laws of countries other than the UK or 

persons who are nominees or custodians, trustees or 

guardians for citizens, residents in or nationals of, countries 

other than the UK which may be affected by the laws or 

regulatory requirements of the relevant jurisdictions. 

Pharmacy Act the Pharmacy Act of South Africa.  

Premium Listing a Premium Listing on the Official List under Chapter 6 of the 

Listing Rules. 

Prospectus Regulation the Regulation (EU) No 2017/1129 of the European Parliament 

and of the Council of 14 June 2017 on the prospectus to be 

published when securities are offered to the public or admitted 

to trading on a regulated market. 

Prospectus Regulation Rules the Prospectus Regulation Rules of the FCA. 

Registrar Share Registrars Limited. 
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Regulation S Regulation S promulgated under the Securities Act. 

Regulated Information Service 

or RIS 

one of the regulated information services authorised by the 

RIS or FCA to receive, process and disseminate regulator 

information in respect of listed companies. 

Relationship Agreement the relationship agreement between GV Investments Ltd and 

the Company dated 26 August 2020 further details of which 

are set out at paragraph 9.5 of Part VII: Additional Information 

of this document.  

SAMA the South African Medical Association.  

SAHPRA the South African Health Products Regulatory Authority 

schedule 1-6 medicines medicines designated as such by Department of Heath of 

South Africa and Medicines Control Council of South Africa. 

SEP Standard Exit Price – a fixed price for medication as 

determined by the South African Department of Health. 

Share Exchange Agreements the share for share exchange agreements dated 29 January 

2019 between the shareholders of Lems, Lems and the 

Company, further details of which are set out at paragraph 9.1 

of Part VII: Additional Information of this document.  

Shareholders holders of Ordinary Shares from time to time. 

Standard Listing a standard listing on the Official List under Chapter 14 of the 

Listing Rules. 

Subsidiary has the meaning given to it by section 1159 CA 2006. 

Takeover Panel the Panel on Takeovers and Mergers. 

UAV an unmanned aerial vehicle, commonly known as a drone. 

UAV Industries UAV Industries (Pty) Ltd. 

UK or United Kingdom the United Kingdom of Great Britain and Northern Ireland. 

United States, US or USA the United States of America, its territories and possessions. 

VProf Contract the contract dated 20 July 2019 made between Lems and V 

Professional Services. 

V Professional Services or VProf  Carinagen (Proprietary) Limited trading as V Professional 

Service. 

Warrants the warrants to be issued on Admission in respect of up to 

18,762,500 Ordinary Shares pursuant to the terms of the 

Equity Drawdown Facility. 

  

 

  


