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BOTSWANA MEAT COMMISSION
c-_mmsmonm‘ RESPONSIBILITY STATEMENT AND APPROVAL OF THE FINANCIAL STATEMENTS
31 DECEMBER 2017

Commissionets’ Responsibliity Stavement

The Commissioners are responsible for the preparation and fair prasentation of the consolidated 3nd separate financial statements
of Botswana Meat Commission {‘the Group ond Commission”], compriting the stalements of financial position as st 31 December
2017, and the statements of comprebengive income, changesin reserves and cash flows for the vear then ended, and & surmmary of
significant sccounting policies antt other explanatony notes In accordance with International Financial Reporting Standurds ("1FRS")
and knthe maoner reguired by the Botiwans Mest Commission Azt {Chapter 74:08) {as amended).

The Commissionert are required by the Botswana Mest Commission Act {Chapter 24:08) {as amended), 1o maintals adequats
‘accounting retords and are responsible for the content ant inlegrity of the finandal information included in this report. it 1s their
responsibility 1o ensure that the financial statements fFairly present the state of aifairs of the Group and Commisslon a5 at the end of
thie financial year and the results of their sperstions and cudh ows Tor the year then ended, in conformity with 1IFRS,

Tise Commissioners” responsibliity includes: designing, implemariting snd maintaining intemal contral relevan to the prepacation
and falr presentation of these financial statements that sre free from material misstatement whether dua to frabd or ertor;
sélecting and applying apmvmiate aecounting policies: and making Becounting estimates that oreé 7easonablé in the droumstances,

The consolidated and separate financal statements are prepared in dccordance with IFRS and are based upon eppropriste
srcounting policies consistently applied and supported by ressonsbie and prodent judgements and estimates, The Toimmissioners’
respansibifity also indludes maintaining adequate accounting records and an effective system of risk managamanl.

The Comissioners acknowledge that they sre ultimiately responsitile for the system of intermal financial control established by the
Group and place considersble Importance on maintaining & strong control enviranment. To anable the commissioners to meat these
responsilifities, the Board sets standards for inbernal control simed st reduting the risk of error or loss s cost effective manner.
The dandards indlude the propar delsgation of responsibilities within 3 clearly defined framework, offective sccounting procedures
and wdequate segregation of dinles 1o ensUre an acceplable level of sk, These controls are monitored throughaut the Group and &l
employees are required 1o maintain the highest ethical standards In ensuring the Sroup's business Is conducted In & manner that in
all reasonable circumstances 5 above reproach, The focus of risk management in the Geoup is on lentifying, assessing, mansging
and monitoring 3l known farms of Fisk: wcriss Uhe Growg, While operating risk canniit bie fully efiminatad, the Group endeavours to
minlmiss It by énsuring that appropriste Infrastruciure, controls, systems and ethical behaviour are applied and managed within
predetenmined procedures and constraints,

‘The Commilssioners are of the opinion, bissed on theinformation and eiplanitions glven by managemant, fhat the system of internal
‘control provides reasonable assuronce that the financial records may be selied on Tor the preparation of the senu flasncial
statements, Howaver, any tystem of Internal financial eontrol can provide only reasonable, and not absolute, assirance against
material misstatemnent or foss: The Board Is primatity responsible for the financlal sffalrs of the Group,

The Group.and Commission have reported a total Loss of P&7Z million and P4B4 million, respectively (20160 % Loss of P223 milion
and P204 willion, respectively), and their sccumitated Imms armointed 1o p1,031 million and PLUST million, respectively {2016
£785 milios and BI70 milllion respactivaly). The peing concera of the Group and Cotomission is depondent on the initiatives
disclosed irrnote 28 of the financial statements. The Government of Botswana has committed to continue offering Hnanclal support
to the Group snd Commission and the Commissianers believe that tﬁe going poncern principle is wn appropriste basls for preparation
of the financidi statements.

The external auditors are redponsible for independently reviewing and reporting on the consolidated and separate finsncisl
statements, The financial sistaments have boen examined by the Group's external suditors and their reportis pressnted on page 4,

Disclosure of Audit Information
Each of the Commissioners a1 the date of approvel of this reporl vonfirms that:
tn %0 for a5 the Commissioner is aware, there s 'no relevant eudit information of which the Commission’s audtior Is unaware; and

The Commissloner ties takers all the steps that he/she ought to have taken as & Comeissioncr to-make Rimself/herself aware of say
rebdvant sudit information and to establich that the Cosmission's auditor i Swice of that information.

Commissioners’ Approval of the Flnanclsl Statements

The ronselidated and separate financial staterments set oul o5 pages B 1o 56, which have been pragased on the galng concsn basis,
wereapproved by the Soard on 15 Octaber 2038 and are gignod on its behalf by:

chmeEsoner Conimissionar
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Fndependent Auditor's Report
T the Commissioner’s Botswana Meat Cimmission
Report an the Audit of the Consoliduted sud Separate Finuncial Statements

Dpknion

We have nudited the corscliduted and separate finnncial stulements of Botswnil Weat Commission sel out on pages 6 to
56 which comprise the consolidated and sepurnte slatements of financisl position as 31 December 2017, und the
consolidnted wnd separate statoments of profitor Toss and other comprehensive invome, the statoments of ghanges in equity
attributablé 1o the Botswama Meat Commission Group and statemenis ol zash Hows for theyear thes snded, and notes to.
the consolidaied and separate fmmiciul suatements, including o summary of significent.scoounting policies.

I our epinion, the consolidated wnil separate financial stsements give 3 wrae und fic view of the Hnancial position of
Rotswana Meat Commission Croup as at 31 December 2017, and its finuncial performance and casly flows for ihe year
‘then ended n seenrdancr with Intornutivns! Financisl Reporting Standards snd in the manner required by the Botswuna
Meul Commnission Act {Chapler T4.04) {as smended), and for such nternal sourol a5 the Commissioners delermine
necossary to enable the propuration of consolidated and sepacate financinl slutements that wre free from maferial
misshilement; whethior dus fo fraud or soar

Basis for Opinion

We conducted our audit in accordance with Internutional Standards on Awuditing {ISAs). Our respansibifitios wder those
standards are frther described in the Auditor's Responsibilities for the Audit of the cimsolidated snd separste Financil
Statoments seclion of our séporl, We e independent of the commission in accordance wilh the lmernational Tihics
Guudaids Board far Avcoustants’ Code of Bihios for Profossions] Acceuntants (HESRA Code) and olber independence
requirsments applicable to performing vudits of Botswana Meat Commission, We have fulfilled our other cthical
respensibilitics i acoprdance with the IESBA Code, and in aocordance with othor vthical requircments upplicabie to
performing the sadit of Botwany Meal Commission. We helieve tiat the wadil evidence we hive ubitained is sufficient
sndd apprapriate to provide a husis for our opinion, '

Emphasis of matier

We drasw attontion to Note 28 of the consoliduted snd separate finencial stateicnts, which indicate that fhe Cammission
reposted & total deficil for the year of P242 million (2016: P204 million Joss). The accumulatcd fusses of the Commissin
smsounied 1o P1, 050 millien (2016; P T70million), These conditions indicuis the existonce of a wiaterial unverfainty that
casts sipnificant dowubi on the Group’s and Commission's ubilily fo.continue s 4 going concern, Ouir opinion 5 wol
moiified in respectof this mutizr ‘ '

Report on other Legal nud Regalstory reguivements. v
T seeimilance with scetion 2003) of the Botvwina Meat Commission Act (Chapter 74:04) {as smendedy we confirm
the following:
s Wehave received sl the inforation and explanations which, 1o the biést of our knowledge and belielwara nocessiry
for the performimce of our disivs seauditors. v
s The sccounts and reluivd records of the Comimission have been praperly kopt except tor the defiviancies reporicd 1o
manazement sl (hose eharged with povernance wnd; .
_ «  The commission husnol complind withall provisions of Part 3- Financinl Provisions relating (e the comanission, of
e thie Act with which it Is the duty of the conunigsion 1o coumply. Instances of nomscomplisnee ste dotailed in note 2¢
in the consolidated ind separate finuneial datenients.

Other Information
The Commissioners afe responsibile for the other infarmation. The ofher infarmation samprises the Comemissionors Repurt.
The dther information does net inclinde the conselidated and seporate finsncl statemeants and our auditor's repart thsegon.
Cur opinion on the consofideled and separate fimancial statemsnls does 5ot cover the ather information and we danot
- express an audit opinion o my form ol assurance conclusion theron. ' ,
L I connection with our audit of the ¢onsolidated and separate fingncial statementy, our responsibifity. is to road the ollet
information and, in doing so, consider whether the other infurmiation is malecially inconsistent with the consolidated and
separate finuncial datements or var knowledge ubluined in the milit, o ollierwise appears o be mutecially missisted. 11,
based on the work we heve performed, we cimclude that there is & material misstatement of this ather fnformatiofn, Wi ne

. required 1 report that Fact. We have nothing fo reporl its this regand,
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When we read the Annual Report, il we conclude thot there is & paterinl misstemont terein, we ure required 1o
communicate these 10 (hose charged with governinee. ' )

HRespunsibilities of the € Tonsmissioners Tor the Consolidnied and Separate Finencisl Siatements

The Commissianers of Balswana Mot Cornission ure rosponsihle for the preparation and fair presentation -of thie
consoliduiéd and separute financil stotements in accordance with international Financisl Reporting Standurds and in the
minner fequired by the Botywans Med Commission At {Chupter 74:04) and Tor such interna} control as the
Commissioners detormine is necsssury to ennble the proparation of consolidated b separate fnumcial stlements Thut ure
free from mukrial misstaiement, whelher due to fratl arernor,

In preparing the consoliduied and scpirale finaneinl statements, (he Commissionors ure responsilile Tor assessing the
Comimission’s ability o continie us 8 going voncesh, diselosing, 88 applicable, malless reluted t poing concers nmd using
the peing concer hisis of scoounting unless the Commissioners either intend Jo Hiquidate the fimd of 10 gense aparations,
o have o redlistic gliermative but 1o daso. )
Auditor's Responsibitities for the Audit of the Consulidated and Sepurnte Flnnnchd Statements
Chur objoctives wie fo oblufa reayonable assurance ibout whether the, consalidpicd und soparale financial statoments 25 8
swholeure free from material misstatemont, whether due 1o fraud or errot, snd Lo issue un suditor’s report that includes vur
opitiiion. Reasanable wwurance is # High fovel of assurance, but is nol & sunranies that un gudit condutied in stcordunce
with F8As will always deteet 1 material misstateinent whien it cxists. Missiniements can arisc from fiaud or error and e
considered maledal if, individually or in the peregate, they could reasonably e expocied t influence the economic
decisions of users tuken-an the basis of these consotidried and sepirate financial statemetts. . :
As part of an audit in accordance with 1SAS, we exercise professional judpement and maintain professional scepticism
hroughout the audit. We ulse ‘ _

o identify and assess the risks of matorial misstatoment of the vonsolidaied and separste finpncial statemeits, whethser due
s feiud or error, desiign ind perforim audit procedures responsive i those risks, and oblsin pudit evidence that i sufficient
‘and appropriste to provide a busis for our opinion. The risk of avt detcting 4 matcrisl misstaiement seswlting from fraud
is higher than for -one vesulling front crror, a5 Fraud may jnvolve cultusion, Targery, mientionul  pmissions,
misreprosentations, o1 the pverrids of internat contral,

o Objuiit an understanding of internul sontrol relevant to the sudit im wider to design audit procodures that wre appropriate in
thie circumstances, but not for the pirpose ol expressing an opiniodi on the effectiveness of the fund's internal canirol.

o Ruiluate the approprivieness of accounting policics used and the semsonubilentss of accounling estimates andl related
disclosures made by (he Commissioners. v

¢ Conclude on the sppropristencss of the Commissioners” use of the woing voncern basis of gecounting wnd basod on the
audit ovidence obtwined, whelber a matorial uncortuinty exists sélated o events o condilions that may cast significant
doubl on the fund’s ability 1 consinue us 4 going voncern. Hwe conchude that wmaterisl tncertsinty exists, we ke teguired
o draw atlention in our suditor’s report to the related disclosyres inthe consolidaicd and sepurate finuncial statcments of,
i such disclosures are inadequate, 1o modify our apinion. Our conclusions arc hused on he sudit evidence oblgined up 10
the date of our suditor’s report. However, futsere ovenis or conditions:may couse the fund to coase o continge as 4 20ing
coBELH.

s Pwuluate the averal] presentation, structure it comienl of thie consoliduted and sepirate finuncist sigtements, including the
disclosures, and wheiher the consoliduted and separats financial staiements represcnt. the underlying transctions and
ovenli 1 s ramnner that achieves fiir presentation.

We communicate wilh the Conmmlssionsrs regarding, among ather mattecs; the plassed seope anil timing of the audil and

signilicant audit findings, sncluding uny significant deficiencies in internst cootrol thil we idontily during our it

o lotain sulficient spprapriate audit evidenee regueding the finacial infermation of the catilies or business sctivities within
the group 1o CXpress an opinian oh shie consolidated and separate finuncial siplements. We are fesponsible for the direction,
supervision and perfvrmance of i group ond comenission nudit We rermain solely resporsible for sur audil opinion,

We communicate with the Can wissioners rogarding, Wmong ofber mpticrd, the plinned scope and timing of the andit snd
senificant audit fladings, including suy sigoificant daficioneies i mlernal control that wi sdentify during our sodit.

Erngi & Young % M f@
Practising Member: Flukani Newapi
Wembership Number: 19980026
Cerlified Audilor




BOTSWANA MEAT COMMISSION
STATEMENTS OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2017

Consolidated Commission
2017 2016 2017 2016
NOTES P'000 P'000 P'000 P'000
REVENUE 1 1,052,400 1,161,275 1,022,937 1,139,445
Freight, storage and other selling expenses (84,794) (110,465) (67,555) (93,681)
Livestock and meat costs (768,569) (852,092) (768,569) (852,092)
199,037 198,718 186,813 193,672
Fair Value Loss on biological assets 13 (1,728) (24,482) (1,728) (24,482)
Fair Value Gain on investment property 10 74 3,720
Production and administration costs (397,096) (375,012) (381,985) (357,063)
Loss on renegotiation on government loan 17.1 (10,655) (5,955) (10,655) (5,E;55)
Other Costs 2 (10,867) (13,979) (8,708) 9,600
Other income 7,247 8,327 4,843 6,277
Share of profit of associates 11 1,788 1,773 - -
OPERATING DEFICIT (212,201) (206,891)  (211,420) (177,951)
Finance costs 5 (27,902) (23,781) (30,969) (27,151)
Finance income 6 2,468 1,(;96 240 1,(;57
DEFICIT BEFORE TAXATION (237,635) (229,576)  (242,149) (204,045)
Taxation 8 (841) (111) - -
DEFICIT FOR THE YEAR (238,476) (229,687)  (242,149) (204,046)
Other comprehensive (loss)/income
Items that will not be reclassified subsequently to
profit or loss:
Revaluation of Property, Plant & Machinery (220,382) (222,283)
Items that will be reclassified subsequently to
profit or loss:
Foreign Currency Translation Reserve (13,095) 7,169 - -
Rreserves
Other comprehensive (loss)/income (233,478) 7,169 (222,283) -
TOTAL COMPREHENSIVE LOSS FOR THE YEAR (471,954) (222,517) (464,432) (204,046)




BOTSWANA MEAT COMMISSION
STATEMENTS OF FINANCIAL POSITION

AS AT 31 DECEMBER 2017

ASSETS

Non-current assets

Property, plant and equipment
Investment property

Investments in Subsidiaries and Associates

Current assets

Biological assets
Inventories

Trade and other receivables
Prepayments

Amounts due from group companies

Cash and cash equivalents

Total assets

RESERVES AND LIABILITIES
RESERVES

Capital reserves

Loan redemption reserve
Development reserve
Stabilisation reserve

Foreign Currency Translation Reserve
Foreign exchange stabilisation reserve

Asset revaluation reserve
Accumulated deficit

Total reserves/(deficit)

LIABILITIES
Non-current liabilities
Borrowings

Deferred tax liability

Current liabilities

Taxation payable

Trade and other payables
Amounts due to group companies
Bank overdrafts

Borrowings

Total liabilities

Total reserves and liabilities

Notes

10
11

13
14
15
15
22.3
16

17
19

20
22.4
171

171

Consolidated Commission
2017 2016 2017 2016
P'000 P'000 P'000 P'000
266,692 536,144 183,993 451,239
9,774 9,700 - -
1,954 1,962 7,484 7,484
278,420 547,806 191,477 458,723
18,878 29,880 18,878 29,880
86,053 97,460 85,333 97,332
80,851 63,880 102,276 98,470
6,159 6,568 4,585 5,642
4,208 9,463
30,555 28,208 7,290 2,137
222,497 225,996 222,571 242,924
500,916 773,802 414,048 701,650
116,257 109,815 68,144 68,144
255,063 225,063 255,066 225,063
3,256 3,015 3,256 3,015
390 390 390 390
(17,591) 7,169 - -
19,294 17,976 - -
182,876 411,153 122,874 345,157
(1,030,691) (784,723) (1,050,485) (770,123)
(471,146) (10,142) (600,756) (128,354)
471,503 524,516 471,503 524,516
12,655 11,971 - -
484,158 536,487 471,503 524,516
1,230 389 - -
137,112 77,981 128,965 73,018
- - 65,027 63,383
213,618 113,351 213,366 113,351
135,942 55,737 135,942 55,737
487,903 247,458 543,300 305,489
972,061 783,945 1,014,804 830,005
500,916 773,802 414,048 701,650




BOTSWANA MEAT COMMISSION
STATEMENTS OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2017

CASH FLOWS USED IN OPERATING ACTIVITIES
Cash used in operations

Interest paid

Taxation paid

Net cash used in operating activities

CASH FLOWS USED IN INVESTING ACTIVITIES
Purchase of property, plant and equipment

Proceeds on disposal of property, plant and equipment
Finance income

Net cash used in investing activities

CASH FLOWS FROM/(USED IN) FINANCING ACTIVITIES
Borrowings repaid

Borrowings received

Net cash generated from/(used in) financing activities

Net increase/(decrease) in cash and cash equivalents
Net Foreign Exchange difference
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Comprising:
Cash and cash equivalents
Bank overdrafts

Consolidated

Commission

2017 2016 2017 2016

Notes P'000 P'000 P'000 P'000
23 (113,815) (103,612)  (95,141)  (108,918)
(27,487) (5,347)  (42,269) (7,500)

8 - (749) - -

(141,302) _ (109,709) _ (137,410)  (116,417)
(10,532)  (23,887) (9,326)  (19,271)

99 138 17 -
6 2,468 1,096 240 1,057
(7,965)  (22,653) (9,069)  (18,214)
18 (20,458)  (35,592)  (20,458)  (35,592)

18 72,076 72,076

51,618 (35,592) 51,618 (35,592)
(97,648)  (167,954)  (94,861)  (170,223)

(274) 27) -
(85,144) 82,837  (111,215) 59,008
(183,066)  (85,144)  (206,076)  (111,215)
16 30,555 28,208 7,290 2,137
17 (213,618)  (113,352)  (213,366)  (113,352)
(183,066)  (85,144)  (206,076)  (111,215)




BOTSWANA MEAT COMMISSION

STATEMENTS OF CHANGES IN RESERVES
FOR THE YEAR ENDED 31 DECEMBER 2017

Consolidated

Balance at 1 January 2016
Deficit For the year

Other Comprehensive Income
Transfers Between Reserves

Balance at 31 December 2016
Deficit for the year

Other comprehensive Income
Transfers Between Reserves
Balance at 31 December 2017

Foreign Foreign
Loan Currency exchange Asset Accumulated
Capital redemption Development Stabilisation Translation stabilisation revaluation Surplus
Total reserves reserve reserve reserve Reserve reserve reserve (deficit)
P'000 P'000 P'000 P'000 P'000 P'000 P'000 P'000 P'000
192,536 109,815 195,063 2,734 390 (11,665) 17,976 403,258 (525,035)
(229,688) - - - (229,688)
7,169 7,169
- - 30,000 - - - - (30,000)
(29,983) 109,815 225,063 2,734 390 (4,496) 17,976 403,258 (784,723)
(238,476) - - - - - (238,476)
(233,477) - (13,095) (220,382)
30,790 6,442 30,000 522 - - 1,318 - (7,492)
(471,146) 116,257 255,063 3,256 390 (17,591) 19,294 182,876 (1,030,691)




BOTSWANA MEAT COMMISSION
STATEMENTS OF CHANGES IN RESERVES (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

Loan Asset
Capital redemption Development Stabilisation revaluation Accumulated

Total reserves reserve reserve reserve reserve Surplus/(deficit)
Commission P'000 P'000 P'000 P'000 P'000 P'000 P'000
Balance at 1 January 2016 66,896 58,666 195,063 2,734 390 345,157 (535,114)
Deficit for the year (204,046) - - - - - (204,046)
Adjustment on Conversion of Defined Benef (683) (683)
Capital Grant 9,478 9,478
Transfers Between Reserves - - 30,000 281 - - (30,281)
Balance at 31 December 2016 (128,355) 68,144 225,063 3,015 390 345,157 (770,123)
Deficit for the year (242,149) (242,149)
Other Comprehensive income (222,283) - (222,283)
Transfers Between Reserves (7,969) 30,003 241 - - (38,213)
Balance at 31 December 2017 (600,756) 68,144 255,066 3,256 390 122,874 (1,050,485)

NOTE: The capital grant disclosed in reserves represent a capital grant provided by the government for capital expenditure.

Capital Reserves Capital reserves represents mounts of Grants given by the shareholder for the upgrade and refurbishment of its various abattoirs
being Lobatse Francistown and Maun

Loan redemption reserve
Comprises amounts appropriated from income to provide for the repayment of loans as required in terms of the Botswana Meat Commission Act
(Chapter 74:04) ( as amended).

Development reserve
In terms of the Botswana Meat Commission Act (Chapter 74:04) (as amended) the Commission shall appropriate amounts to the development
reserve to a maximum in any one year of P2 per head of cattle slaughtered.

Stabilisation reserve

In terms of the Botswana Meat Commission Act (Chapter 74:04) (as amended) this reserve, which at present may not exceed a total of P70 000 000,
may be utilised for stabilisation of livestock prices or for any other purpose which the Commission, with appropriate approval, may determine from
time to time.

Foreign exchange Translation reserve
Represents unrealised gains and losses on the translation of assets and liabilities arising on the consolidation of foreign subsidiaries.

Foreign exchange stabilisation reserve

Represents amounts of GBP250 000 (2016: GBP250 000) and US$1 500 000 (2016: US$1 500 000), set aside by certain subsidiaries of the
Commission, to be utilised for stabilisation of the impact of foreign exchange fluctuations or for any other purpose which the Commission, with
appropriate approval, may determine from time to time.

Asset revaluation reserve
Represents the difference between the fair value of land and buildings and plant and machinery and their net book value on revaluation, less related
deferred taxation.

-10-



BOTSWANA MEAT COMMISSION
GROUP ACCOUNTING POLICIES (CONTINUED)
31 DECEMBER 2017

BASIS OF PREPARATION

The consolidated and separate financial statements are prepared under the historical cost convention with the
exception of certain items in the statement of financial position which are shown at fair value.

The preparation of consolidated and separate financial statements in conformity with IFRS requires the use of
certain critical accounting estimates. It also requires management to exercise its judgement in the process of
applying the Commission’s accounting policies. The areas involving a higher degree of judgement or complexity, or
areas where assumptions and estimates are significant to the Commission’s financial statements are disclosed in
the “Critical accounting judgements and key sources of estimations of uncertainty".

BASIS OF CONSOLIDATION
Investments in Subsidiaries

Subsidiaries are all entities over which the Commission has the power to govern the financial and operating policies
generally accompanying a shareholding of more than one half of the voting rights. Subsidiaries are fully
consolidated from the date on which control is transferred to the group. They are de-consolidated from the date
that control ceases.

The acquisition of subsidiaries is accounted for using the purchase method. These are measured at cost. The cost of
an acquisition is measured as the fair value of the assets given and the amount of any non controlling interest in the
acquiree. The excess of the cost of acquisition over the fair value of the net assets of the subsidiary acquired is
recorded as goodwill. If the cost of acquisition is less than the fair value of the net assets of the subsidiary acquired,
the difference is recognised directly in profit or loss.

All intra-group transactions, balances, income, expenses and unrealised gains on transactions are eliminated on
consolidation. Unrealised losses are also eliminated but considered as an impairment indicator of the assets
transferred. The accounting policies of the subsidiaries have been changed where necessary to ensure consistency
with the policies adopted by the Group.

Investment in Associates

An associate is an entity in which the Commission has significant influence but not control, generally accompanying
a shareholding of between 20% and 50% of the voting rights. Investments in associates are accounted for using the
equity method of accounting and are initially recognised at cost. Under the equity method, the Group’s share of the
post-acquisition profits or losses of associates is recognised in the Profit and Loss Statement and its share of post-
acquisition movements in reserves is recognised in reserves. The cumulative post-acquisition movements are
adjusted against the carrying amount of the investment. When the Group’s share of losses in an associate equals or
exceeds its interest in the associate, the Group does not recognise further losses, unless it has incurred obligations
or made payments on behalf of the associate.

Unrealised gains on transactions between the Group and its associates are eliminated to the extent of the Group’s
interest in the associates. Unrealised losses are also eliminated unless the transaction provides evidence of
impairment of the asset transferred. The accounting policies of associates have been changed where necessary to
ensure consistency with policies adopted by the Group.

Distributions received from the investee reduce the carrying amount of the investment. Adjustments to the carrying
amount may also be required arising from changes in the investee's other comprehensive income that have not
been included in profit or loss.

FOREIGN CURRENCY TRANSLATION
Functional and presentation currency
Items included in the financial statements of each of the Group’s entities are measured using the currency of the

primary economic environment in which the entity operates (the functional currency). The consolidated financial
statements are presented in Botswana Pula, which is the Commission’s functional and presentation currency.
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FOREIGN CURRENCY TRANSLATION (continued)

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at
the dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation at year-end exchange rates of monetary assets and liabilities denominated
in foreign currencies are recognised in profit or loss.

Group companies

The results and financial position of all the group entities (none of which has the currency of a hyperinflationary
economy) that have a functional currency different from the presentation currency are translated into the
presentation currency as follows:

» Assets and liabilities for each statement of financial position presented are translated at the closing rate at the
reporting date;

* Income and expenses for each statement of Profit/Loss and other comprehensive income are translated at
average exchange rates; and

» All resulting exchange differences are recognised as Other comprehensive Income in a separate component of

equity.

On consolidation, exchange differences arising from the translation of the net investment in foreign entities are
recognised as other comprehensive income. When a foreign entity is sold, exchange differences that were recorded
in equity are recognised in profit or loss as part of the gain or loss on sale.

1.1 Statement of Compliance

The Group and Commission financial statements have been prepared in accordance with the International
Financial Reporting Standards (IFRS). The financial statements have been prepared under the historical cost
convention as modified by certain assets and liabilities at fair value. The preparation of financial statements in
conformity with IFRS requires the use of certain critical accounting estimates. It also requires management to
exercise its judgment in the process of applying the Group’s accounting policies. These areas involving a higher
degree of judgment or complexity, or areas where assumptions and estimates are significant to the Group’s
financial statements are disclosed in the “Critical estimates and assumptions” section of the financial statements.
Estimates and judgments are continually evaluated based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances.

Standards, amendments and interpretations.

The Group and commission applied for the first time certain amendments to the standards, which are effective for
annual periods beginning on or after 1 January 2017. The Group and Commission has not early adopted any
standards, interpretations or amendments that have been issued but are not yet effective.

The nature and the impact of each amendment is described below:

Standards Adopted
IAS 7 Statement of Cash flows

IAS 7.18 allows entities to report cash flows from operating activities using either the direct method or the indirect
method. The Group and Commission presents its cash flows using the direct method. The Group has reconciled
profit before tax to net cash flows from operating activities. However, reconciliation from profit after tax is also
acceptable under IAS 7 Statement of Cash Flows.

IAS 7.33 permits interest paid to be shown as operating or financing activities and interest received to be shown as
operating or investing activities, as deemed relevant for the entity. The Group and Commission has elected to
classify interest received and interest paid as cash flows from operating activities

Certain working capital adjustments and other adjustments included in the statement of cash flows, reflect the
change in balances between 2017 and 2016,
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Amendments to IAS 7 Statement of Cash Flows: Disclosure Initiative

The amendments require entities to provide disclosure of changes in their liabilities arising from financing activities,
including both changes arising from cash flows and non-cash changes (such as foreign exchange gains or losses). The
Group has provided the information for both the current and the comparative period in Note 21.

IAS 12 Income Taxes: Recognition of Deferred Tax Assets for Unrealized Losses

The amendments clarify that an entity needs to consider whether tax law restricts the sources of taxable profits against
which it may make deductions on the reversal of deductible temporary difference related to unrealized losses.
Furthermore, the amendments provide guidance on how an entity should determine future taxable profits and explain
the circumstances in which taxable profit may include the recovery of some assets for more than their carrying amount.
The Group applied amendments retrospectively. However, their application has no effect on the Group’s financial
position and performance as the Group has no deductible temporary differences or assets that are in the scope of the
amendments.

IFRS 12 Disclosure of Interests in Other Entities:

The amendments clarify that the disclosure requirements in IFRS 12, other than those in paragraphs B10- B16, apply to
an entity’s interest in a subsidiary, a joint venture or an associate (or a portion of its interest in a joint venture or an
associate) that is classified (or included in a disposal group that is classified) as held for sale. As at 31 December 2017 the
Group had no investments in subsidiaries, Joint ventures or associates that are classified as held for sale, hence no impact
on the Group.

Standards, Amendments & interpretations issued but not effective.
IFRS 16 Leases

IFRS 16 was issued in January 2016 and it replaces IAS 17 Leases, IFRIC 4 Determining whether an Arrangement contains a
Lease, SIC-15 Operating Leases-Incentives and SIC-27 Evaluating the Substance of Transactions Involving the Legal Form of
a Lease. IFRS 16 sets out the principles for the recognition, measurement, presentation and disclosure of leases and
requires lessees to account for all leases under a single on-balance sheet model similar to the accounting for finance
leases under IAS 17. The standard includes two recognition exemptions for lessees — leases of ‘low-value’ assets (e.g.,
personal computers) and short-term leases (i.e., leases with a lease term of 12 months or less). At the commencement
date of a lease, a lessee will recognize a liability to make lease payments (i.e., the lease liability) and an asset representing
the right to use the underlying asset during the lease term (i.e., the right-of-use asset). Lessees will be required to
separately recognize the interest expense on the lease liability and the depreciation expense on the right-of-use asset.

Lessees will be also required to re-measure the lease liability upon the occurrence of certain events (e.g., a change in the
lease term, a change in future lease payments resulting from a change in an index or rate used to determine those
payments). The lessee will generally recognize the amount of the re-measurement of the lease liability as an adjustment
to the right-of-use of the asset.

IFRS 16 is effective for annual periods beginning on or after 1 January 2019. Early application is permitted, but not before
an entity applies IFRS 15. A lessee can choose to apply the standard using either a full retrospective or a modified
retrospective approach. The standard’s transition provisions permit certain reliefs.

In 2018, the Group will continue to assess the potential effect of IFRS 16 on its consolidated financial Statements.
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Standards, amendments and interpretations to existing standards but not effective for 31 December 2017
year-end and have not been early adopted by the Group and Company: (continued):

Transfers of Investment Property — Amendments to IAS 40

The amendments clarify when an entity should transfer property, including property under construction or
development into, or out of investment property. The amendments state that a change in use occurs when the
property meets, or ceases to meet, the definition of investment property and there is evidence of the change in use.
A mere change in management’s intentions for the use of a property does not provide evidence of a change in use.
Entities should apply the amendments prospectively to changes in use that occur on or after the beginning of the
annual reporting period in which the entity first applies the amendments. An entity should reassess the
classification of property held at that date and, if applicable, reclassify property to reflect the conditions that exist at
that date. Retrospective application in accordance with IAS 8 is only permitted if it is possible without the use of
hindsight. Effective for annual periods beginning on or after 1 January 2018. Early application of the amendments is
permitted and must be disclosed. The Group will apply amendments when they become effective. However, since
Group’s current practice is in line with the clarifications issued, the Group does not expect any effect on its
consolidated financial statements.

IAS 23: Borrowing Costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset that necessarily takes
a substantial period of time to get ready for its intended use or sale are capitalized as part of the cost of the asset.
All other borrowing costs are expensed in the period in which they occur. Borrowing costs consist of interest and
other costs that an entity incurs in connection with the borrowing of funds.

Borrowing Costs Eligible for Capitalization

The borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset
are those borrowing costs that would have been avoided if the expenditure on the qualifying asset had not been
made. When an entity borrows funds specifically for the purpose of obtaining a particular qualifying asset, the
borrowing costs that directly relate to that qualifying asset should be disclosed.

Conceptual Framework
Status and purpose of the Conceptual Framework

As a reminder, the Conceptual Framework is not a standard, and none of the concepts override the concepts or
requirements in any standard. The purpose of the Conceptual Framework is to assist the Board in developing
standards, to help preparers develop consistent accounting policies where there is no applicable standard in place
and to assist all parties to understand and interpret the standards.

The IASB issued the revised Conceptual Framework for Financial Reporting (the revised Conceptual Framework) on
29 March 2018.

e The Conceptual Framework sets out a comprehensive set of concepts for financial reporting, standard setting,
guidance for preparers in developing consistent accounting policies and assistance to others in their efforts to
understand and interpret the standards.

e The changes to the Conceptual Framework may affect the application of IFRS in situations where no standard
applies to a particular transaction or event.

¢ The revised Conceptual Framework is effective immediately for the IASB and the IFRS Interpretations Committee.
For preparers who develop accounting policies based on the Conceptual Framework, it is effective for annual
periods beginning on or after 1 January 2020.
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Standards, amendments and interpretations to existing standards but not effective for 31 December 2017 year-
end and have not been early adopted by the Group and Company: (continued):

Conceptual Framework (Continued)

The previous Conceptual Framework (the 2010 Conceptual Framework) was criticized for its lack of clarity, the
exclusion of certain important concepts and for being outdated in terms of the IASB’s current thinking. Following the
IASB’s agenda consultation in 2011, the Conceptual Framework project was added to the IASB’s work plan in
September 2012. Since then, the IASB has issued a discussion paper in July 2013 and an exposure draft in June 2015.

In revising the Conceptual Framework, the Board was looking to underpin high level concepts with sufficient detail for
it to set standards and to help others to better understand and interpret the standards.

The revised Conceptual Framework includes some new concepts, provides updated definitions and recognition
criteria for assets and liabilities and clarifies some important concepts.

The highlights of the changes in the Framework can be summarized as follows;

1. The Board reintroduced stewardship and clarified the resulting information need. This is after users concerns that
their need to assess management accountability was neglected.

2. Useful information must be relevant and must faithfully represent the substance of the financial information. The
Board observed, during its outreach process, that users understand ‘prudence’ to mean different things, and the
removal of the concept from the 2010 Conceptual Framework had led to further confusion amongst users. The Board
believes that prudence supports neutrality of information and therefore describes prudence as ‘the exercise of
caution when making judgments under conditions of uncertainty.

3. A reporting entity is an entity that chooses, or is required, to prepare financial statements, and is not necessarily a
legal entity. The Board acknowledged that it does not have authority to determine who must or should prepare
financial statements, but it provides general guidance what a reporting entity is.

4. The definition of an assets and a liability has been revised and provides two exemptions for applying the revised
definitions of both assets and liabilities.

5. New guidance has been provided on de-recognition of assets and liabilities.

De recognition - is ‘the removal of all or part of a recognized asset of liability from an entity’s statement of financial
position’. It goes on to say that de-recognition normally occurs:

e For an asset, when the entity loses control of all or part of the recognized asset.
¢ For a liability, when the entity no longer has a present obligation for all or part of the recognized liability.

De-recognition should aim to faithfully represent those assets and liabilities retained after the transaction, if any, and
any change in assets and liabilities as a result of the transaction that led to the de-recognition.
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Standards, amendments and interpretations to existing standards but not effective for 31 December 2017
year-end and have not been early adopted by the Group and Company: (continued):

Conceptual Framework (Continued)

6. Consideration of different factors is likely to result in different measurement bases for different assets, liabilities,
income and expenses.

In developing the revised Conceptual Framework, the Board considered whether a single measurement basis should
be mandated. However, it concluded that different measurement bases could provide useful information to users in
different circumstances. Therefore, two categories of measurement basis were identified:

e Historical cost measurement basis

e Current value measurement basis

Historical cost measures provide information about elements that is derived from the historical price of the
transaction or event that gave rise to the item being considered for measurement; so, for an asset, this would be the
cost incurred in acquiring/creating the asset. For a liability, this would be the value of the consideration received to
incur/take on the liability. The historical cost of both an asset and a liability will be updated over time to depict, for
example, any consumption of the asset or fulfilment of the liability, or the impact of any events that cause the asset
to become impaired or the liability onerous.

Current value measures provide monetary information about elements, using information updated to reflect
conditions at the measurement date. Measurement bases may include fair value, value in use, fulfilment value and
current cost. The description of fair value in the revised Conceptual Framework is in line with IFRS 13 Fair Value
Measurement, and the descriptions of value in use and fulfilment value are derived from IAS 36 Impairment of
Assets.

7. In principle, all income and expenses should be included in the statement of profit or loss.

Annual Improvements 2014-2016 Cycle (issued in December 2016)
These improvements include:

IFRS 1 First-time Adoption of International Financial Reporting Standards - Deletion of short-term exemptions for
first-time adopters

Short-term exemptions in paragraphs E3—E7 of IFRS 1 were deleted because they have now served their intended
purpose. The amendment is effective from 1 January 2018. This amendment is not applicable to the Group as the
Group is not adopting IFRS for the first time.

IAS 28 Investments in Associates and Joint Ventures - Clarification that measuring investees at fair value through
profit or loss is an investment-by-investment choice

The amendments clarify that:

¢ An entity that is a venture capital organization, or other qualifying entity, may elect, at initial recognition on an
investment-by-investment basis, to measure its investments in associates and joint ventures at fair value through
profit or loss.

¢ If an entity, that is not itself an investment entity, has an interest in an associate or joint venture that is an
investment entity, the entity may, when applying the equity method, elect to retain the fair value measurement
applied by that investment entity associate or joint venture to the investment entity associate’s or joint venture’s
interests in subsidiaries. This election is made separately for each investment entity associate or joint venture, at the
later of the date on which: (a) the investment entity associate or joint venture is initially recognized; (b) the
associate or joint venture becomes an investment entity; and (c) the investment entity associate or joint venture
first becomes a parent.

The amendments should be applied retrospectively and are effective from 1 January 2018, with earlier application

permitted. If an entity applies those amendments for an earlier period, it must disclose that fact.
These amendments are not applicable to the Group as the Group measures its associate using the equity method
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Standards, amendments and interpretations to existing standards but not effective for 31 December 2017 year-end
and have not been early adopted by the Group and Company: (continued):

IFRIC Interpretation 22 Foreign Currency Transactions and Advance Consideration

The Interpretation clarifies that, in determining the spot exchange rate to use on initial recognition of the related asset,
expense or income (or part of it) on the de-recognition of a non-monetary asset or non-monetary liability relating to
advance consideration, the date of the transaction is the date on which an entity initially recognizes the non-monetary asset
or non-monetary liability arising from the advance consideration. If there are multiple payments or receipts in advance,
then the entity must determine the transaction date for each payment or receipt of advance consideration. Entities may
apply the amendments on a fully retrospective basis. Alternatively, an entity may apply the Interpretation prospectively to
all assets, expenses and income in its scope that are initially recognized on or after:

(i) The beginning of the reporting period in which the entity first applies the interpretation

Or

(ii) The beginning of a prior reporting period presented as comparative information in the financial statements of the
reporting period in which the entity first applies the interpretation.

The Interpretation is effective for annual periods beginning on or after 1 January 2018. Early application of interpretation is
permitted and must be disclosed. However, since the Group’s current practice is in line with the Interpretation, the Group
does not expect any effect on its consolidated financial statements.

IFRIC Interpretation 23 Uncertainty over Income Tax Treatment

The Interpretation addresses the accounting for income taxes when tax treatments involve uncertainty that affects the
application of IAS 12 and does not apply to taxes or levies outside the scope of IAS 12, nor does it specifically include
requirements relating to interest and penalties associated with uncertain tax treatments.

The Interpretation specifically addresses the following:

¢ Whether an entity considers uncertain tax treatments separately

* The assumptions an entity makes about the examination of tax treatments by taxation authorities

¢ How an entity determines taxable profit (tax loss), tax bases, unused tax losses, unused tax credits and tax rates

¢ How an entity considers changes in facts and circumstances

An entity must determine whether to consider each uncertain tax treatment separately or together with one or more other
uncertain tax treatments. The approach that better predicts the resolution of the uncertainty should be followed. The
interpretation is effective for annual reporting periods beginning on or after 1 January 2019, but certain transition reliefs
are available. The Group will apply interpretation from its effective date. Since the Group operates in a complex
multinational tax environment, applying the Interpretation may affect its consolidated financial statements and the
required disclosures. In addition, the Group may need to establish processes and procedures to obtain information that is
necessary to apply the Interpretation on a timely basis.

An entity is to assume that a taxation authority with the right to examine any amounts reported to it will examine those
amounts and will have full knowledge of all relevant information when doing so.

The Interpretation may be applied retrospectively with the cumulative effect of the initial application recognized as an
adjustment to equity on the date of initial application. In this approach, comparative information is not restated. The date
of initial application is the beginning of the annual reporting period in which an entity first applies this Interpretation.
Management is still in the process of making an assessment of the impact of the interpretation on its group financial
statements.
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Standards, amendments and interpretations to existing standards but not effective for 31 December 2017
year-end and have not been early adopted by the Group and Company: (continued):

IFRS 9 Financial Instruments

In July 2014, the IASB issued the final version of IFRS 9 Financial Instruments, which replaces IAS 39 Financial
Instruments: Recognition and Measurement and all previous versions of IFRS 9. IFRS 9 brings together all three
aspects of the accounting for financial instruments project: classification and measurement, impairment and hedge
accounting. IFRS 9 is effective for annual periods beginning on or after 1 January 2018, with early application
permitted. Except for hedge accounting, retrospective application is required but providing comparative
information is not compulsory. For hedge accounting, the requirements are generally applied prospectively, with
some limited exceptions.

The Group plans to adopt the new standard on the required effective date and will not restate comparative
information. During 2017, the Group has performed a detailed impact assessment of all three aspects of IFRS 9. This
assessment is based on currently available information and may be subject to changes arising from further
reasonable and supportable information being made available to the Group in 2018 when the Group will adopt IFRS
9. Overall, the Group expects no significant impact on its statement of financial position and equity except for the
effect of applying the impairment requirements of IFRS 9. IFRS 9 has moved from an incurred loss model to an
expected credit losses model. The objective of the impairment requirements is to recognise lifetime expected credit
losses for all financial instruments for which there have been significant increases in credit risk since initial
recognition — whether assessed on an individual or collective basis — considering all reasonable and supportable
information, including that which is forward-looking.

12 month expected credit losses are recognised in the scenario where at the reporting date the credit risk on a
financial instrument has not increased significantly since initial recognition. The Group expects an increase in the
loss allowance resulting in a negative impact on equity as discussed below. In addition, the Group will implement
changes in classification of certain financial instruments.

(a) Classification and measurement

The Group does expect an impact on its balance sheet or equity on applying the classification and measurement
requirements of IFRS 9. For example, Change in category from “Loans and receivables” (as per IAS 39) to
“Amortised cost” (as per IFRS 9).

This applied to cash and bank and trade and other receivables. There is no change in treatment, only new category
based on new IFRS and the business model in to hold and collect contractual cash flows of principle and interest.
“Interest” in this case being a profit margin. The commission’s business model is to collect cost and profit margin on
goods sold with a 15 to 30 days credit period offered by the commission. This meets the business model to collect
contractual cash flows on specified dates after sale and consist of payments of principal and interest. (Principal
being cost & interest being profit margin). The impact is on emphasising the conditions on amortised cost that need
to be met.

The commission has no equity instruments, No financial liabilities that are held for trading, no derivatives, no
available for sale financial assets and the commission does not apply hedge accounting. All financial liabilities are at
amortised cost.

(b) Impairment
IFRS 9 requires the Group to record expected credit losses on all of its debt securities, loans and trade receivables,
either on a 12-month or lifetime basis. The Group will apply the simplified approach and record lifetime expected

losses on all trade receivables and use a three stage model on intercompany loans receivables as these are
collectible over a period more than 12 months.
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Standards, amendments and interpretations to existing standards but not effective for 31 December 2017 year-end and have
not been early adopted by the Group and Company: (continued):

IFRS 15 Revenue from Contracts with Customers

IFRS 15 was issued in May 2014, and amended in April 2016, and establishes a five-step model to account for revenue arising from
contracts with customers. Under IFRS 15, revenue is recognized at an amount that reflects the consideration to which an entity
expects to be entitled in exchange for transferring goods or services to a customer.

The new revenue standard will supersede all current revenue recognition requirements under IFRS. Either a full retrospective
application or a modified retrospective application is required for annual periods beginning on or after 1 January 2018. Early adoption
is permitted. The Group plans to adopt the new standard on the required effective date and apply it retrospectively. During 2017, the
Group performed a detailed assessment of IFRS 15.The adoption of IFRS 15 is not expected to impact the reported revenue and the
revenues are expected to be reported as it was reported under IAS 18. Interest income and dividends have been scoped out of the
revenue standard. However, the adoption of IFRS 15 is expected to affect the revenue recognition policy as a result of the principles
and guidance surrounding IFRS 15 which will culminate in a new accounting policy on revenue. The disclosure requirements have been
expanded and the new standards now gives more guidance on disclosures.

The group earns its revenue from selling meat and its by-products and offers cold storage and shipping services. The meat and by
products and services are sold both on their own in separate identified contracts with customers. The adoption of IFRS 15 is not
expected to impact the reported revenue and the revenues are expected to be reported as it was reported under IAS 18. However, the
adoption of IFRS 15 is expected to affect the revenue recognition policy as a result of the principles and guidance surrounding IFRS 15
and the disclosure requirements of IFRS 15.

Revenue arises mainly from the sale of beef and allied beef products which consist of the following product lines Chilled, frozen,
carcasses, canned, by-products, hides, offal’s and live cattle.

To determine whether to recognise revenue, the Commission follows a 5-step process;

Identify a contract with a customer

Identifying the performance obligations

Determining the transaction prices

Allocating the transaction price to the performance obligations

Recognising revenue when/as performance obligation(s) are satisfied

The Commission often enters into transactions involving a range of Commission’s products and services, for example “beef and allied
beef products” and “cold storage and shipping fees”. In all cases, the total transaction price for a contract is allocated amongst the
various performance obligations based on their relative stand-alone selling prices. The transaction price for a contract excludes any
amounts collected on behalf of third parties.

Revenue is recognised either at a point in time when (or as) the Commission satisfies performance obligations by transferring the
promised goods or services to its customers.

The Commission recognises contract liabilities for consideration received in respect of unsatisfied performance obligations and reports
these amounts as “Contract Liabilities” (under trade and other payables) in the statement of financial position. Similarly, if the
Commission satisfies a performance obligation before it receives the consideration, the Commission recognises “Contract
receivables/Contract assets” (under trade and other receivables) in its statement of financial position, depending on whether
something other than the passage of time is required before the consideration is due.

Beef and allied beef products

Revenue from the sale of beef and beef related products for a fixed fee is recognised when or as the Commission transfers control of
the assets to the customer. Invoices for goods or services transferred are due between 14 to 30 days upon receipt by the customer.
For stand-alone sales of beef and beef related products that are supplied directly to the customer, without passing first through
subsidiary control transfers at the point in time the customer takes delivery of the goods.

Cold storage fees and shipping fees

The Commission’s cold storage point in Cape Town operates a cold storage facility and offers shipping services. The cold storage
facility and shipping services are considered to be a separate performance obligation as they provide customers with a material right
to store and ship their products under controlled conditions they would not have received otherwise. The Commission allocates the
transaction price between the material right to store and ship as a performance obligations identified in a contract on a relative stand-
alone selling price basis. Revenue from the cold storage is recognised on a daily basis and revenue from shipping is recognised at a
point goods are dispatched from the cold storage. The storage facility acts as clearing and shipping agent to the different e ntities they
provide services to.

Advances received from customers
Generally, the Group receives only short-term advances from its customers. They are presented as part of Trade

and other payables. These advances are held as security deposits in the customer accounts and offsets against sales as and when the
customer buys.
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INVENTORIES

Finished goods
Inventories are stated at the lower of cost and net realisable value. Cost is determined on the following basis:

» Meat stocks are valued at average cost of production.
« Deboned and processed meat stocks are valued at meat stock costs plus production and processing overheads.
» By-products are valued at average cost of production.

Net realisable value represents the estimated selling price applicable in the ordinary course of the business less applicable variable selling
and distribution expenses.

Consumable stores
Consumable stores items are valued at weighted average cost. Provision is made for obsolete and slow moving items.

PROPERTY, PLANT AND EQUIPMENT

All categories of property, plant and equipment except for land and buildings and plant and machinery are stated at historical cost less
accumulated depreciation and impairments. Historical cost includes expenditure that is directly attributable to the acquisition of items. Land
and buildings and plant and machinery are carried at a revalued amount, being the fair value at the date of revaluation less subsequent
depreciation and impairment. The fair values are determined by independent values every 3 to 5 years.

Subsequent costs are included in the assets' carrying amount or recognised as separate assets, as appropriate, only when it is probable
that future economic benefits associated with the item will flow to the Group and the costs of the item can be measured reliably. Repairs
and maintenance are charged to profit or loss during the financial period in which they are incurred. The cost of major renovations is
included in the carrying amount of assets when it is possible that future economic benefits will flow to the Group. Major renovations are
depreciated over the remaining useful life of the related assets.

The carrying value of all assets is reviewed where there is an indication that it may be impaired. Where the carrying value of an asset is
found to exceed its recoverable amount, the asset is written down to its estimated recoverable amount.

Freehold land is not depreciated. Leasehold land is written off over the period of the lease. Depreciation on other assets is calculated using
the straight-line method to allocate their cost to their residual values over the estimated useful lives, as presented below.

Buildings 15-20 years

Leasehold, Land and buildings the shorter of the lease period or 15-20 years
Plant and machinery 5-15 years

Vehicles 3-10years

Furniture, fittings and equipment 5-7 years

Computer equipment and software 3-5 years
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PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Property, plant and equipment’s residual values and useful lives are reviewed at each reporting date. If
appropriate, adjustments are made and accounted for prospectively as a change in estimate.

Gains or losses on disposals are determined by comparing proceeds with the carrying amount. Such gains or losses
are included in profit or loss.

A revaluation surplus is recorded in OCI and credited to the asset revaluation surplus in equity. However, to the
extent that it reverses a revaluation deficit of the same asset previously recognised in profit or loss, the increase is
recognised in profit and loss. A revaluation deficit is recognised in the statement of profit or loss, except to the
extent that it offsets an existing surplus on the same asset recognised in the asset revaluation surplus.

There is no annual transfer from the asset revaluation surplus to retained earnings for the difference between
depreciation based on the revalued carrying amount of the asset and depreciation based on the asset’s original
cost. Upon disposal, no revaluation surplus relating to the particular asset being sold is transferred to retained

earnings.

INVESTMENT PROPERTY

The investment property, comprising a filling station, warehouse, workshop and ancillary offices owned by a
subsidiary of the Commission, is held for long-term rental yields and is not occupied by the Group. The investment
property is carried at fair value at the end of each reporting period. The fair value gain/loss is recognised in the
statement of profit/Loss . The fair value of the property is determined every year by an external qualified valuer
contracted by the group.

Investment properties are derecognised either when they have been disposed of or when they are permanently
withdrawn from use and no future economic benefit is expected from their disposal. The difference between the
net disposal proceeds and the carrying amount of the asset is recognised in profit or loss in the period of
derecognition.

Transfers are made to (or from) investment property only when there is a change in use. For a transfer from
investment property to owner-occupied property, the deemed cost for subsequent accounting is the fair value at
the date of change in use. If owner-occupied property becomes an investment property, the Group accounts for
such property in accordance with the policy stated under property, plant and equipment up to the date of change
in use.
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IMPAIRMENT OF ASSETS

Property Plant and equipment, inventory, investments and financial assets are assessed for impairment at each
reporting date. Factors taken into consideration include economic viability of the asset itself. Future cash flows
expected to be generated by the asset are projected, taking into account market conditions and the expected useful
lives of the assets. The present value of these cash flows, determined using an appropriate discount rate is compared
to the current asset value and , if lower the assets are impaired to present value.

The Group bases its impairment calculation on detailed budgets and forecast calculations, which are prepared
separately for each of the Group’s CGUs to which the individual assets are allocated. These budgets and forecast
calculations generally cover a period of five years. A long-term growth rate is calculated and applied to project future
cash flows after the fifth year.

Impairment losses of continuing operations are recognised in the statement of profit or loss in expense categories
consistent with the function of the impaired asset, except for properties previously revalued with the revaluation
taken to OCI. For such properties, the impairment is recognised in OCl up to the amount of any previous revaluation.

The commission made an assessment for impairment on its cash generating units for the 2017 financial year. In
assessing the impairment, the reasonability of the discount rate used for discounted cash flows and sensitivity
analysis of key drivers was checked as per management calculations by an independent technical team. The team
further assumed there were no contingencies that could affect the commission valuation

3. A change from the prior year forecasts and current year expectation is the share of sales to EU vs Non-EU. In prior
forecasts, EU sales have accounted for c.90% of sales from Lobatse. The current forecasts as at 31 Dec 2017 indicate
that EU sales account for ¢.82% of sales. Indications suggest that sales to EU will reduce in relative proportion due to
changes in rules around the quota to EU. We have performed a sensitivity analysis to assess the impact of EU sales
accounting for 60% of sales from Lobatse. The results of the sensitivity indicate an impairment of BWP40m for the
consolidated equity valuation.
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LEASES

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards of
ownership of the lessee. All other leases are classified as operating leases.

The Group and Commission as lessor

Rental income from operating leases is recognised on a straight-line basis over the term of the relevant lease. Initial
direct costs incurred in negotiating and arranging an operating lease are added to the carrying amount of the leased asset
and recognised on a straight-line basis over the lease term.

The Group and Commission as a lessee

Operating lease payments are recognised as an expense on a straight-line basis over the lease term, except where
another systematic basis is more representative of the time pattern in which economic benefits from the leased asset are
consumed. Contingent rentals arising under operating leases are recognised as an expense in the period in which they are
incurred.

The Group and Commission as a lessee

In the event that lease incentives are received to enter into operating leases, such incentives are recognised as a liability.
The aggregate benefit of incentives is recognised as a reduction of rental expense on a straight-line basis, except where
another systematic basis is more representative of the time pattern in which economic benefits from the leased asset are
consumed.

EMPLOYEE BENEFITS
The Commission operated a defined benefit pension fund for all eligible citizen employees until 30 September 2014. The
plan was converted to a defined contribution plan effective 1 October 2014.

Pension obligations

A defined contribution plan is a pension plan under which the group pays fixed contributions into a separate entity. The
Group has no legal or constructive obligations to pay further contributions if the fund does not hold sufficient assets to pay
all employees the benefits relating to employee service in the current and prior periods. The Group has no further payment
obligations once the contributions have been paid. The contributions are recognised as employee benefit expense when
they are due. Prepaid contributions are recognised as an asset to the extent that a cash refund or a reduction in the future
payments is available.

Provisions, contingent assets and contingent liabilities

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past

event, it is probable that an outflow of resources embodying economic benefits will be required to settle the

obligation and a reliable estimate can be made of the amount of the obligation. When the Group expects some or all of a
provision to be reimbursed, for example, under an insurance contract, the reimbursement is recognised as a separate
asset, but only when the reimbursement is virtually certain. The expense relating to a provision is presented in profit or
loss net of any reimbursement.

BIOLOGICAL ASSETS

Biological assets are measured at fair value less cost to sell at the end of each reporting period. Changes in the
measurement of fair value less cost to sell are included in profit or loss for the period in which they arise. All costs
incurred in maintaining the assets are included in profit or loss for the period in which they arise. Fair values of livestock
held for slaughter are determined based on the cost of purchase of the animals, costs of feeding the animals, commission
paid to buyers for the cattle and the transportation costs. The Commissioners consider this to be a reliable estimate of
the fair value of the animals at the reporting date.

GOVERNMENT GRANTS

Government grants from the Republic of Botswana are recognised where there is reasonable assurance that the grant
will be received and all conditions will be complied with. When the grant relates to an expense item, it is recognised as
income on a systematic basis over the periods that the related costs, for which it is intended to compensate, are
expensed. When the grant relates to an asset, it is recognised as income in equal amounts over the expected useful life of
the related asset.

When the Group receives grants of non-monetary assets, the asset and the grant are recorded at nominal amounts and
released to profit or loss over the expected useful life of the asset, based on the pattern of consumption of the benefits
of the underlying asset by equal annual instalments.

Government awards Botswana Meat Commission interest free loans. The benefit of a government loan at a below market
rate of interest is treated as a government grant. The loan is recognised and measured in accordance with IAS 39
Financial Instruments: Recognition and Measurement. The benefit of the below market rate of interest is measured as
the difference between the initial carrying value of the loan determined in accordance with IAS 39 and the proceeds
received. The benefit is accounted as a government grant.
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FINANCIAL INSTRUMENTS
A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or
equity instrument of another entity.

Financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as financial assets at fair value plus transaction costs that are
attributable to the acquisition of the financial asset, loans and receivables, held-to-maturity investments, AFS
financial assets, or as derivatives designated as hedging instruments in an effective hedge, as appropriate.

Purchases or sales of financial assets that require delivery of assets within a time frame established by
regulation or convention in the market place (regular way trades) are recognised on the trade date, i.e., the
date that the Group commits to purchase or sell the asset.

Subsequent measurement

For purposes of subsequent measurement, financial assets are classified in four categories:
- Financial assets at fair value through profit or loss

- Loans and receivables

- Held-to-maturity investments

- AFS financial assets

De-recognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets)

is primarily derecognised (i.e., removed from the Group’s consolidated statement of financial position) when:

-The rights to receive cash flows from the asset have expired

Or

-The Group has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay the
received cash flows in full without material delay to a third party under a ‘pass-through’ arrangement; and either (a)
the Group has transferred substantially all the risks and rewards of the asset, or (b) the Group has neither
transferred nor retained substantially all the risks and rewards of the asset, but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-through
arrangement, it evaluates if, and to what extent, it has retained the risks and rewards of ownership. When it has
neither transferred nor retained substantially all of the risks and rewards of the asset, nor transferred control of the
asset, the Group continues to recognize the transferred asset to the extent of its continuing involvement. In that
case, the Group also recognizes an associated liability. The transferred asset and the associated liability are
measured on a basis that reflects the rights and obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of
the original carrying amount of the asset and the maximum amount of consideration that the Group could be
required to repay.

Impairment of financial assets

The Group assesses, at each reporting date, whether there is objective evidence that a financial asset or a group of
financial assets is impaired. An impairment exists if one or more events that has occurred since the initial
recognition of the asset (an incurred ‘loss event’), has an impact on the estimated future cash flows of the financial
asset or the group of financial assets that can be reliably estimated. Evidence of impairment may include indications
that the debtors or a group of debtors is experiencing significant financial difficulty, default or delinquency in
interest or principal payments, the probability that they will enter bankruptcy or other financial reorganization and
observable data indicating that there is a measurable decrease in the estimated future cash flows, such as changes
in arrears or economic conditions that correlate with defaults. Any impairment in the asset is recognised in the
statement of profit or loss.
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FINANCIAL INSTRUMENTS (CONTINUED)
Financial assets carried at amortized cost

For financial assets carried at amortized cost, the Group first assesses whether impairment exists individually for
financial assets that are individually significant, or collectively for financial assets that are not individually
significant. If the Group determines that no objective evidence of impairment exists for an individually assessed
financial asset, whether significant or not, it includes the asset in a group of financial assets with similar credit risk
characteristics and collectively assesses them for impairment. Assets that are individually assessed for impairment
and for which an impairment loss is, or continues to be, recognized are not included in a collective assessment of
impairment.

The amount of any impairment loss identified is measured as the difference between the asset’s carrying amount
and the present value of estimated future cash flows (excluding future expected credit losses that have not yet
been incurred). The present value of the estimated future cash flows is discounted at the financial asset’s original
Effective interest rate. The carrying amount of the asset is reduced through the use of an allowance account and
the loss is recognized in profit or loss. Interest income (recorded as finance income in the statement of profit or
loss and other comprehensive income) continues to be accrued on the reduced carrying amount using the rate of
interest used to discount the future cash flows for the purpose of measuring the impairment loss. Loans, together
with the associated allowance are written off when there is no realistic prospect of future recovery and all
collateral has been realized or has been transferred to the Group. If, in a subsequent year, the amount of the
estimated impairment loss increases or decreases because of an event occurring after the impairment was
recognized, the previously recognized impairment loss is increased or reduced by adjusting the allowance account.
If a write-off is later recovered, the recovery is credited to finance costs in the statement of profit or loss and other
comprehensive income.

De- recognition
A financial liability is de-recognized when the obligation under the liability is discharged or cancelled or expires.

When an existing financial liability is replaced by another from the same lender on substantially different terms, or
the terms of an existing liability are substantially modified, such an exchange or modification is treated as the de-
recognition of the original liability and the recognition of a new liability. The difference in the respective carrying
amounts is recognized in profit or loss.

Loans and receivables

Trade receivables loans and other receivables that have fixed or determinable payments that are not quoted in an
active market are classified as ‘loans and receivables’. Loans and receivables are measured at amortised cost using
the effective interest method less any impairment. Interest income is recognised by applying the effective interest
rate, except for short-term receivables where the recognition of interest would be immaterial.

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted
in an active market. After initial measurement, such financial assets are subsequently measured at amortised cost
using the Effective interest rate method, less impairment. Amortised cost is calculated by taking into account any
discount or premium on acquisition and fees or costs that are an integral part of the effective interest rate. The
Effective interest rate amortisation is included in finance income in the statement of profit or loss. The losses
arising from impairment are recognised in the statement of profit or loss in finance costs for loans and in cost of
sales or other operating expenses for receivables.
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FINANCIAL INSTRUMENTS (CONTINUED)

De-recognition of financial assets

The Group derecognises a financial asset only when the contractual rights to the cash flows from the asset expire,
or when it transfers the financial asset and substantially all the risks and rewards of ownership of the asset to
another entity. If the Group neither transfers nor retains substantially all the risks and rewards of ownership and
continues to control the transferred asset, the Group recognises its retained interest in the asset and an associated
liability for amounts it may have to pay. If the Group retains substantially all the risks and rewards of ownership of
a transferred financial asset, the Group continues to recognise the financial asset and also recognises a
collateralised borrowing for the proceeds received.

Financial Liabilities and Equity instruments

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all
of its liabilities. Equity instruments issued by the Group are recognised at the proceeds received, net of direct issue
costs.

Other financial liabilities

Other financial liabilities, including payables, are initially measured at fair value, net of transaction costs.

Other financial liabilities are subsequently measured at amortised cost using the effective interest method, with
interest expense recognised on an effective yield basis.

Financial liabilities and equity instruments

The effective interest method is a method of calculating the amortised cost of a financial liability and of allocating
interest expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated
future cash payments through the expected life of the financial liability, or (where appropriate) a shorter period, to
the net carrying amount on initial recognition.

Loans and Receivables including Debentures

These are held at amortised cost using the effective interest rate method.

-26-



BOTSWANA MEAT COMMISSION
GROUP ACCOUNTING POLICIES (CONTINUED)
31 DECEMBER 2017

CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprise cash in hand, deposits held at call with banks and other short-term highly liquid investments with
original maturities of three months or less. Bank overdrafts are shown within current borrowings in the statement of financial position
and are measured at amortised cost.

TRADE AND OTHER RECEIVABLES

Trade receivables, loans and other receivables that have fixed or determinable payments that are not quoted in an active market are
classified as ‘loans and receivables’. Loans and receivables are measured at amortised cost using the effective interest method less
any impairment. Interest income is recognised by applying the effective interest rate, except for short-term receivables where the
recognition of interest would be immaterial.

LOANS AND BORROWINGS

This is the category most relevant to the Group. After initial recognition, interest-bearing loans and borrowings are subsequently
measured at amortized cost using the Effective Interest rate Method . Gains and losses are recognized in profit or loss when the
liabilities are de-recognized as well as through the effective interest rate amortization process.

Amortized cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are an integral part
of the Effective interest rate . The Effective interest rate amortization is included as finance costs in the statement of profit or loss and
other comprehensive income.

This category generally applies to interest-bearing loans and borrowings.

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently stated at amortised
cost using the effective yield method. Borrowing costs directly attributable to the acquisition, construction or production of qualifying
assets, which are assets that necessarily take a substantial period of time to get ready for their intended use or sale, are added to the
cost of those assets, until such time when the assets are substantially ready for their intended use or sale.

Borrowings obtained from the Government of the Republic of Botswana at rates below the prevailing market rates are initially
recorded at fair value and subsequently measured at amortised cost, determined based on the effective yield method. Under this
method, the amortised cost of the borrowing is measured as the present value of anticipated future cash flows discounted at the
market interest rate at inception of the loans. The difference between the borrowing received and the amortised cost is recognised in
other comprehensive income when the borrowing is received and unwinds to interest expense over the period of the loan based on
the effective interest rate yield curve.

Investment income earned on the temporary investment of specific borrowings pending their expenditure on qualifying assets is
deducted from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer settlement of the liability for at
least 12 months after the reporting date.
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PROVISIONS

Provisions are recognised when the Group has a present legal or constructive obligation as a result of past events,
and it is probable that an outflow of resources will be required to settle the obligation, and a reliable estimate of
the amount can be made. Where the Group expects a provision to be reimbursed, for example under an insurance
contract, the reimbursement is recognised as a separate asset but only when the reimbursement is virtually
certain.

Restructuring provisions

Restructuring provisions are recognised only when the Group has a constructive obligation, which is when a
detailed formal plan identifies the business or part of the business concerned, the location and number of
employees affected, a detailed estimate of the associated costs, and an appropriate timeline, and the employees
affected have been notified of the plan’s main features.

REVENUE RECOGNITION

Revenue comprises the value of the sale of beef which are in terms of these product lines, chilled,
frozen,carcasses,canned, by-products,hides,offals, Live Cattle and other products, rebates and discounts, and after
eliminating sales within the Group. Revenue is recognised as follows:

Revenue from the sale of chilled products, frozen, hides, offals, Live Cattle and other products is recognised when
significant risks and rewards of ownership of the goods are transferred to the buyer.

Interest income is recognised on a time proportion basis, taking account of the principal outstanding and the
effective interest rate over the period to maturity, when it is determined that such income will accrue to the Group.
Revenue is recognised when the Group's right to receive the payment is established, which is generally when
shareholders approve the Dividend. The right to receive payment is the date of declaration.

RELATED PARTIES

Related parties are defined as those parties that:

(a) directly, or indirectly through one or more intermediaries:

control, are controlled by, or are under common control with the Commission (this includes parents, subsidiaries
and fellow subsidiaries);

have an interest in the Commission that gives them significant influence over the Commission; or

(b) are members of the key management personnel of the Commission including close members of their families.
All dealings with related parties are accordingly included in profit or loss for the year.
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TAXATION
Income tax expense represents the sum of the tax currently payable and deferred tax.
Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit as reported in the
statement of comprehensive income because of items of income or expense that are taxable or deductible in other
years and items that are never taxable or deductible. The Group’s liability for current tax is calculated using tax rates
that have been enacted or substantively enacted by the end of the reporting period.

Deferred tax

Deferred tax is recognised on temporary differences between the carrying amounts of assets and liabilities in the
financial statements and the corresponding tax bases used in the computation of taxable profit. Deferred tax liabilities
are generally recognised for all taxable temporary differences. Deferred tax assets are generally recognised for all
deductible temporary differences to the extent that it is probable that taxable profits will be available against which
those deductible temporary differences can be utilised. Such deferred tax assets and liabilities are not recognised if
the temporary difference arises from goodwill or from the initial recognition (other than in a business combination) of
other assets and liabilities in a transaction that affects neither the taxable profit nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to the extent
that it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be
recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period in which the
liability is settled or the asset realised, based on tax rates (and tax laws) that have been enacted or substantively
enacted by the end of the reporting period. The measurement of deferred tax liabilities and assets reflects the tax
consequences that would follow from the manner in which the Group expects, at the end of the reporting period, to
recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets
against current tax liabilities and when they relate to income taxes levied by the same taxation authority and the
Group intends to settle its current tax assets and liabilities on a net basis.

Deferred tax relating to items recognised outside profit or loss is recognised outside profit or loss. Deferred

tax items are recognised in correlation to the underlying transaction either in OCI or directly in equity.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set off current
tax assets against current tax liabilities and the deferred taxes relate to the same taxable entity and the same
taxation authority.

Tax benefits acquired as part of a business combination, but not satisfying the criteria for separate recognition
at that date, are recognised subsequently if new information about facts and circumstances change. The
adjustment is either treated as a reduction in goodwill (as long as it does not exceed goodwill) if it was incurred
during the measurement period or recognised in profit or loss.
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TAXATION (continued)

Tax benefits acquired as part of a business combination, but not satisfying the criteria for separate recognition at that date,
are recognised subsequently if new information about facts and circumstances change. The adjustment is either treated as a
reduction in goodwill (as long as it does not exceed goodwill) if it was incurred during the measurement period or recognised
in profit or loss.

Current and deferred tax for the period

Current and deferred tax are recognised as an expense or income in profit or loss, except when they relate to items that are
recognised outside profit or loss (whether in other comprehensive income or directly in equity), in which case the tax is also
recognised outside profit or loss (in other comprehensive income or equity as appropriate), or where they arise from the initial
accounting for a business combination. In the case of a business combination, the tax effect is included in the accounting for
the business combination.

In respect of taxable temporary differences associated with investments in subsidiaries, associates and interests in joint
arrangements, when the timing of the reversal of the temporary differences can be controlled and it is probable that the
temporary differences will not reverse in the foreseeable future

Deferred tax assets are recognised for all deductible temporary differences, the carry forward of unused tax credits and any
unused tax losses. Deferred tax assets are recognised to the extent that it is probable that taxable profit will be available
against which the deductible temporary differences, and the carry forward of unused tax credits and unused tax losses can be
utilised, except:

* When the deferred tax asset relating to the deductible temporary difference arises from the initial recognition of an asset or
liability in a transaction that is not a business combination and, at the time of the transaction, affects neither the accoun ting
profit nor taxable profit or loss.

¢ In respect of deductible temporary differences associated with investments in subsidiaries, associates and interests in joi nt
arrangements, deferred tax assets are recognised only to the extent that it is probable that the temporary differences will
reverse in the foreseeable future and taxable profit will be available against which the temporary differences can be utilise d

FINANCIAL INSTRUMENTS
Financial Assets

All financial assets are recognised and derecognised on trade date where the purchase or sale of a financial asset is under a

contract whose terms require delivery of the financial asset within the timeframe established by the market concerned, and
are initially measured at fair value, plus transaction costs, except for those financial assets classified as at fair value t hrough
profit or loss, which are initially measured at fair value.

Financial assets are classified into the following specified categories: financial assets ‘at fair value through profit or lo ss’
(FVTPL), ‘held-to-maturity’ investments, ‘available-for-sale’ (AFS) financial assets and ‘loans and receivables’. The classification
depends on the nature and purpose of the financial assets and is determined at the time of initial recognition. The Group's
principal financial assets are 'loans and receivables'.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a debt instrument and of allocating interest
income over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash receipts
(including all fees on points paid or received that form an integral part of the effective interest rate, transaction costs and
other premiums or discounts) through the expected life of the debt instrument, or (where appropriate) a shorter period, to
the net carrying amount on initial recognition.

Income is recognised on an effective interest basis for debt instruments other than those financial assets classified as at
FVTPL.

-30-



BOTSWANA MEAT COMMISSION
GROUP ACCOUNTING POLICIES (CONTINUED)
31 DECEMBER 2017

CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION OF UNCERTAINTY

The Commission makes assumptions concerning the future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and assumptions that have a significant risk of causing a
material adjustment to the carrying amount of assets and liabilities within the next financial year are discussed
below.

The preparation of the Group’s consolidated financial statements requires management to make judgements,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and
the accompanying disclosures, and the disclosure of contingent liabilities. Uncertainty about these assumptions
and estimates could result in outcomes that require a material adjustment to the carrying amount of assets or
liabilities affected in future periods.

Useful lives and residual values for property, plant and equipment

Property, plant and equipment are depreciated over its useful life taking into account residual values where
appropriate. The actual useful lives of the assets and residual values are assessed annually and may vary
depending on a number of factors. In re—assessing asset useful lives, factors such as technological innovation,
product life cycles and maintenance programmes are taken into account. Residual value assessments consider
issues such as future market conditions, the remaining life of the asset and projected disposal values.

The residual value of an asset is determined by estimating the amount that the entity would currently obtain from
the disposal of the asset after deducting the estimated cost of disposal, if the asset were already of age and in the
condition expected at the end of its useful life. The estimation of the useful life and residual value of an asset is a
matter of judgement based on the past experience of the commission with similar assets and the intention of
management.

Debtors Impairment

The Group assesses, at each reporting date, whether there is objective evidence that a financial asset or a group
of financial assets is impaired. An impairment exists if one or more events that has occurred since the initial
recognition of the asset (an incurred ‘loss event’), has an impact on the estimated future cash flows of the
financial asset or the group of financial assets that can be reliably estimated. Evidence of impairment may
include indications that the debtors or a group of debtors is experiencing significant financial difficulty, default
or delinquency in interest or principal payments, the probability that they will enter bankruptcy or other
financial reorganisation and observable data indicating that there is a measurable decrease in the estimated
future cash flows, such as changes in arrears or economic conditions that correlate with defaults.

-31-



BOTSWANA MEAT COMMISSION
GROUP ACCOUNTING POLICIES (CONTINUED)
31 DECEMBER 2017

CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION OF UNCERTAINTY (CONTINUED)
FAIR VALUE MEASUREMENT

A number of assets and liabilities included in the Group's financial statements require measurement at, and /or disclosure of, fair
value. The fair value measurement of the Group's financial and non-financial assets and liabilities utilises market observable inputs
and data as far as possible. Inputs used in determining fair value measurements are categorised into different levels based on how
observable the inputs used in the valuation technique utilised are ( the "fair value hierarchy"):

Level 1: Quoted prices in active markets for identical items (unadjusted).
Level 2: Observable direct or indirect inputs other than Level 1 inputs.
Level 3:Unobservable inputs (i.e. not derived from market data).

The classification of an item into the above levels is based on the lowest level of inputs used that has a significant effect on the fair
value measurement of the item. Transfers of items between levels are recognised in the period they occur.

The Group measure a number of items at fair value.

- Investment Property
-Property, Plant and Machinery
-Biological Assets.

Fair values of biological assets

Biological assets are measured at fair value less cost to sell at the end of each reporting period. Changes in the measurement of fair
value less cost to sell are included in profit or loss for the period in which they arise. All costs incurred in maintaining the assets are
included in profit or loss for the period in which they arise. Fair values of livestock held for slaughter are determined based on the
cost of purchase of the animals, costs of feeding the animals, commission paid to buyers for the cattle and the transportation costs.
The Commissioners consider this to be a reliable estimate of the fair value of the animals at the reporting date.

Amortised cost of interest -free loans

For all financial instruments measured at amortised cost and interest-bearing financial assets classified as AFS,

interest income is recorded using the effective interest rate (EIR). The EIR is the rate that exactly discounts the

estimated future cash receipts over the expected life of the financial instrument or a shorter period, where

appropriate, to the net carrying amount of the financial asset. Interest income is included in finance income in

the statement of profit or loss. The judgment on the interest -free loan is that you use market interest rates. The market interest
rate impacts the movement as either a change in an estimate or a derecognition of the loan and recognition of a new loan.
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION OF UNCERTAINTY

Significant accounting judgements, estimates and assumptions

The preparation of the Group’s consolidated financial statements requires management to make judgements,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and
the accompanying disclosures, and the disclosure of contingent liabilities. Uncertainty about these assumptions
and estimates could result in outcomes that require a material adjustment to the carrying amount of assets or
liabilities affected in future periods.

In the process of applying the Group’s accounting policies, management has made various judgements. Those
which management has assessed to have the most significant effect on the amounts recognised in the
consolidated financial statements have been discussed in the individual notes of the related financial statement
line items.

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting
date, that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year, are also described in the individual notes of the related financial
statement line items below. The Group based its assumptions and estimates on parameters available when
the consolidated financial statements were prepared. Existing circumstances and assumptions about future
developments, however, may change due to market changes or circumstances arising that are beyond the
control of the Group. Such changes are reflected in the assumptions when they occur.

Impairment of non-financial assets

Impairment exists when the carrying value of an asset or cash generating unit exceeds its recoverable amount,
which is the higher of its fair value less costs of disposal and its value in use. The fair value less costs of disposal
calculation is based on available data from binding sales transactions, conducted at arm’s length, for similar assets or
observable market prices less incremental costs of disposing of the asset. The value in use calculation is based on a
Discounted Cash flow model. The cash flows are derived from the budget for the next five years and do not include
restructuring activities that the Group is not yet committed to or significant future investments that will enhance the
performance of the assets of the CGU being tested. The recoverable amount is sensitive to the

discount rate used for the Discounted Cash flow model as well as the expected future cash-inflows and the growth
rate used for extrapolation purposes.
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION OF UNCERTAINTY

Significant accounting judgements, estimates and assumptions (Continued)

IMPAIRMENT OF DEBTORS

An impairment analysis is performed at each reporting date on an individual basis for major clients. In addition,

a large number of minor receivables are grouped into homogenous groups and assessed for impairment

collectively. The calculation is based on actual incurred historical data. The group has made provision for debtors that has been deemed
to be doubtful based on the period the debtors has been outstanding. Debtors over 120 days and more are provided for in full whereas
partial provision is made for debtors 90 days or less using the estimated loss incurred method.

INVENTORY VALUATION

The group values its inventory of finished costs as the lower of cost or net realisable value. The cost of production is estimated as all
relevant costs of producing the inventory including costs of procuring the animals, costs of slaughter and costs of packaging. The group
considers this to be a reasonable basis for estimating the value of the inventory.

Property Plant And Equipment Fair Valuation

Under IAS 16.31, the revalued amount of an item of property, plant and equipment is its fair value at the date of revaluation less any
subsequent accumulated depreciation and subsequent accumulated impairment losses. Revaluations shall be made with sufficient
regularity to ensure that the carrying amount does not differ materially from that which would be determined using fair value at the end
of reporting period. Due to significant volatility of the fair value of office properties in Euroland during 2017 the Group performed a
revaluation as at 31 December 2017.

Fair value was determined using the market comparable method. This means that valuations performed by the valuer are based on
prices of transactions involving properties of a similar nature, location and condition. Since this valuation was performed using a
significant non-observable input, the fair value was classified as a Level 3 measurement.

Going concern

The Commission’s management has made an assessment of the Commission’s and Group's ability to continue as a going concern. This
has been noted in note 25.
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Consolidated

Commission

2017 2016 2017 2016
P'000 P'000 P'000 P'000
1 REVENUE
Sale of meat and allied meat products 1,022,937 1,139,445 1,022,937 1,139,445
Shipping from Cold store 29,463 21,830 - -
1,052,400 1,161,275 1,022,937 1,139,445
2 OTHER COSTS
Net exchange (losses)/gains (10,859) (13,955) (8,700) 9,625
Profit/(Loss)on disposal of property, plant and equipment (8) (25) (8) (25)
(10,867) (13,979) (8,708) 9,600
OTHER INCOME
Sundry income 7,247 8,327 4,603 6,037
Income from related parties - Management Fees - - 240 240
7,247 8,327 4,843 6,277
Sundry Income comprises of slaughter fees and insurance claims
3 OPERATING SURPLUS
Operating surplus is stated after taking the
following into account:
Depreciation of property, plant and equipment 51,175 54,909 46,733 49,511
Fair value gain from valuation of biological assets 1,728 24,482 1,728 24,482
Fair value loss of investment property 74 3,720 - B
Auditor's remuneration 3,137 799 2,716 2,716
- current 1,801 (581) 1,380 1,336
- prior year 1,336 1,380 1,336 1,380
Commissioners
- Fees and emoluments 2,295 49 2,295 49
- Expenses 24 - 24
Operating lease payments 2,187 1,147 - -
Staff costs (note 4) 148,481 147,736 136,215 135,219
4 STAFF COSTS
Wages and salaries 99,263 102,735 87,851 91,079
Pension fund costs (All pension fund costs relate to a defined contribution plan) 8,852 8,944 7,998 8,083
Staff allowances and other staff costs 40,366 36,057 40,366 36,057
148,481 147,736 136,215 135,219
5 FINANCE COSTS
Bank overdraft 1,299 1,416 1,223 1,348
Borrowings 26,603 22,365 26,603 22,365
Related parties - - 3,143 3,438
27,902 23,781 30,969 27,151
6 Finance Income
Income received on Call Account 2,468 1,096 240 1,057
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31 DECEMBER 2017 Consolidated Commission

2017 2016 2017 2016

7 GOVERNMENT GRANT P'000 P'000 P'000 P'000
At 1 January 2016 - 3,905 - 3,905

Received during the Year - - - -
Released to Profit or Loss - (3,905) - (3,905)

At 31 December 2017 - - - -

Current

Non Current

There were no government grants received in 2017.

Consolidated Commission
2017 2016 2017 2016
8 TAXATION P'000 P'000 P'000 P'000
Botswana taxation:
- current year 83 40 - -
- prior years tax relief - - - -
83 40 - -
Foreign taxation:
- current taxation 74 (1,448) - R
- deferred taxation 684 1,519 - -
758 71 - -
Total taxation 841 111 - -
The commission is exempt from Tax whereas the
subsidiaries are taxed based on the tax laws of their
jurisdictions.
Balance payable at beginning of year 389 2,546 - -
Current tax charge 841 (1,408) - -
Tax (paid)/received - (749) - -
Balance payable at end of year 1,230 389 - -
Disclosed in the statements of financial position as:
Taxation payable 1,230 389 - -
1,230 389 - -
Tax Rate Reconciliation
Income tax % % % %
Standard Rate 0 0 - -
Foreign Tax -0.35% 0% - -
Effective Tax Rate -0.35% 0% - -

The foreign taxes relate to the two foreign subsidiaries
Table Bay and BMC UK.

-36-



BOTSWANA MEAT COMMISSION
NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS (CONTINUED)
31 DECEMBER 2017

9

9.1

PROPERTY, PLANT AND EQUIPMENT

Consolidated

Year ended 31 December 2017
Opening carrying amount
Assets Revaluation

Impairment

Exchange differences

Additions

Disposals

Depreciation charge
Depreciation on disposals
Closing carrying amount

At 31 December 2017
Cost/valuation

Accumulated depreciation and impairment
Carrying amount

Year ended 31 December 2016
Opening carrying amount
Exchange differences

Additions

Transfers from WIP

Disposals

Depreciation

Closing carrying amount

At 31 December 2016
Cost/valuation

Accumulated depreciation and impairment
Carrying amount

FV Freehold Leasehold FV Plant Cost Cost Furniture Cost Capital
Land and Land and and Motor and Computer Work in
Buildings Buildings Machinery Vehicles Equipment Equipment Progress Total Cost/FV
P'000 P'000 P'000 P'000 P'000 P'000 P'000 P'000
320,979 3 198,984 1,836 5,643 8,566 177 536,188
(116,478) (103,904) - (220,382)
(605) (2,848) (4,100) - (7,552)
6 (106) - 2 (29) 10 (207)
396 - 6,661 223 1,463 1,092 697 10,532
- - (700) - - (33) (733)
(14,474) (31,807) (1,002) (1,327) (2,565) - (51,175)
- - (76) - - (2) - (78)
190,429 3 69,053 452 2,934 2,937 883 266,692
7,072
250,506 4,595 186,367 20,537 17,780 36,174 884 516,840
(60,077) (4,592) (117,314) (20,085) (14,846) (33,236) - (250,149)
190,429 3 69,053 452 2,934 2,938 884 266,692
329,131 10 213,146 3,160 5,672 7,498 2,071 560,688
4,053 1) 2,478 - 57 4 4 6,595
1,554 - 18,152 288 1,152 2,571 - 23,716
2,020 - - - - - (1,852) 168
(28) - (50) - 10 - (46) (114)
(15,751) (6) (34,742) (1,656) (1,248) (1,508) - (54,909)
320,979 3 198,984 1,792 5,643 8,566 177 536,145
366,582 4,595 284,415 20,270 16,315 35,134 177 727,488
(45,603) (4,592) (85,431) (18,478) (10,672) (26,569) - (191,343)
320,979 3 198,984 1,792 5,643 8,566 177 536,144
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FV Freehold Leasehold FV Plant Cost Cost Furniture Cost Capital
9 PROPERTY PLANT AND EQUIPMENT (CONTINUED) Land and Land and and Motor and Computer Work in
Buildings Buildings Machinery Vehicles Equipment Equipment Progress Total
9.2 Commission P'000 P'000 P'000 P'000 P'000 P'000 P'000 P'000
Year ended 31 December 2017
Opening carrying amount 266,149 3 169,604 1,792 4,988 8,570 168 451,274
Assets Revaluation (116,478) (105,805) - (222,283)
Impairment (605) (2,848) (4,100) (7,552)
Additions 127 - 6,550 223 1,079 1,092 254 9,326
Depreciation charge (14,474) - (27,631) (974) (1,089) (2,565) - (46,733)
Disposals - - - - - (33) - (33)
Depreciation on disposals - - - - - (2) - (2)
Closing carrying amount 135,324 3 42,718 436 2,130 2,962 422 183,993
At 31 December 2017
Cost/valuation 195,401 4,548 139,675 18,485 14,343 35,530 422 408,403
Accumulated depreciation and impairment (60,077) (4,545) (96,957) (18,049) (12,212) (32,532) - (224,410)
Carrying amount 135,324 3 42,718 436 2,130 2,962 422 183,993
Year ended 31 December 2016
Opening carrying amount 278,898 3 182,795 3,160 4,943 7,472 2,020 479,291
Additions 982 - 16,384 288 1,077 2,561 - 21,291
Transfers from WIP 2,020 - - - - - (1,852) -
Depreciation charge (15,751) - (29,575) (1,656) (1,032) (1,498) - (49,511)
Closing carrying amount 266,149 3 169,604 1,792 4,988 8,535 168 451,239
At 31 December 2016
Cost/valuation 311,752 4,548 238,930 18,262 13,264 34,402 168 621,325
Accumulated depreciation and impairment (45,603) (4,545) (69,326) (16,470) (8,276) (25,867) - (170,086)
Carrying amount 266,149 3 169,604 1,792 4,988 8,535 168 451,239

Note: The amount of P1,852 shown in Work in progress represent the net amount of the transfer of P2,020 to Freehold land and buildings and an addition of P168 to Work in progress
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PROPERTY PLANT AND EQUIPMENT (CONTINUED)

Reconciliation of carrying amount

Carrying amount as at 1 January 2017 451,270
Additions 9,326
Depreciation charge (46,733)
Impairment (7,552)
Revaluation (222,283)
Disposal (33)
Depreciation on Disposal 2)
Carrying amount and fair value as at 31 December 2017 183,993
Carrying amount as at 1 January 2016 479,291
Additions 21,291
Depreciation charge (49,480)
Work in Progress 168
Carrying amount and fair value as at 31 December 2016 451,270

NB: The BWP 222,283 million is made up of impairment of BWP 254,000 million
and a revaluation gain of BWP 24 million on land and buildings revaluation

The fair value of the Property, Plant and Equipment is determined by an independent valuer
with appropriate qualifications and experience in the valuations of the property, plant and
equipment of the Commission. The fair values are estimated using level 3 inputs. Level 3
inputs are unobservable inputs for the asset.

Revaluations are made with sufficient regularity to ensure that the carrying amount does not

differ materially from that which would be determined using fair values at the end of the

reporting period. Fair value is determined using the depreciated replacement cost method
supplemented by the value in use valuation.

The following main input factors were used in the depreciated replacement cost model:

a) expected average life that each type of asset will remain in service before requiring replacement
b) the cost of replacing the existing assets with their modern equivalent assets; and

c¢) estimated useful life adjusted by the

condition factor to determine the remaining useful life of the assets.

Refer to Note 9.2 for value in use considerations.
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IMPAIRMENT

BMC operates in the cattle industry which is subject to unpredictable factors. Historically, the business has been
negatively impacted by drought due to lack of rain. This has affected the throughput required by the business
therefore less meat available for sale resulting in losses. The Ngamiland part of the business was also impacted by
cattle diseases resulting in the closure of the plant which hampered production output and resultant financial
performance. In certain regions, BMC has experienced cattle supply shortages as a result of competition from local
abattoirs resulting in erratic supply which is not sustainable.

The Group assessed, as at 31 December 2017, whether there is an indication that an asset may be impaired.

The Discounted Cash Flow methodology (“DCF”) was used for the purpose of determining the equity value

of the company. This has been compared to the underlying group Net Asset Value (“NAV”) for the purposes of
impairment testing. The business currently operates through five CGU’s, being the three factories (slaughter houses),
one cannery and the head-office. Management determined the enterprise value of the CGUs by applying their estimate
of the Weighted Average Cost of Capital (“WACC”) to the forecast cash flows. The equity values were then calculated
by deducting the debt and adding back the cash balances in those CGUs.

The equity value of the group was calculated using both the “sum-of-the-parts” approach (“bottom-up”) and a
consolidated group valuation (“top-down”). Management has determined the recoverable amount on a post-tax basis.
This has been consistent across all the impairment calculations and is in line with preferred methodology. The
recoverable amount of the asset is at fair value less cost of disposal. Since depreciated replacement cost was applied,
the fair value is limited to value in use. The level of the fair value hierarchy within which the fair value measurement of
the asset (cash generating units) is categorized is level 3. The valuation technique used is depreciated replacement cost
complimented by discounted cash flows. The discount rate used was 13.4 % and the inflation rate of 3.7%

All these conditions have resulted in an impairment of BWP 254,000 Thousand of which BWP 7,552 Thousand was
recognised in production and Administration costs and BWP 246,448 Thousand was recognised against revaluation
reserve.
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Consolidated
2017 2016
P'000 P'000
10 INVESTMENT PROPERTY

Opening carrying amount 9,700 5,980
Fair Value adjustment 74 3,720
Closing carrying amount 9,774 9,700
Fair value 9,774 9,700

The fair value of the investment property was determined as at 31 December 2017 by Apex Properties Botswana
(Proprietary) Limited, an independent valuer with appropriate qualifications and experience in the valuation of the
properties in the relevant location. For investment properties, a valuation methodology based on a Discounted Cash
flow model was used.

Using the DCF method, fair value is estimated using assumptions regarding the benefits and liabilities of
ownership over the asset’s life including an exit or terminal value. This method involves the projection of a
series of cash flows on a real property interest. To this projected cash flow series, a market-derived discount
rate is applied to establish the present value of the income stream associated with the asset. The exit yield is
normally separately determined and differs from the discount rate.

The duration of the cash flows and the specific timing of inflows and outflows are determined by events such as
rent reviews, lease renewal and related re-letting, redevelopment, or refurbishment. The appropriate duration is
typically driven by market behaviour that is a characteristic of the class of real property. Periodic cash flow is
typically estimated as gross income less vacancy, non-recoverable expenses, collection losses, lease incentives,
maintenance cost, agent and commission costs and other operating and management expenses. The series of
periodic net operating income, along with an estimate of the terminal value anticipated at the end of the
projection period, is then discounted.

Significant increases (decreases) in estimated rental value and rent growth per annum in isolation would result
in a significantly higher (lower) fair value of the properties. Significant increases (decreases) in the long-term
vacancy rate would result in a significantly lower (higher) fair value. This is true for vacancy rate, but not for
discount rate and exit yield.

Generally, a change in the assumption made for the estimated rental value is accompanied by a directionally
similar change in the rent growth per annum and discount rate (and exit yield), and an opposite change in the
long term vacancy rate.

The Group uses the following hierarchy for determining and disclosing the Fair value of items measured or
disclosed at Fair value:

Level 1: Quoted (Unadjusted) prices in active markets for identical assets or liabilities.

Level 2: Inputs other than quoted prices within level 1 that are observable for the asset or liability, either directly
(Prices) or indirectly (that s, derived from prices)

Level 3: Inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs)

The inputs used in the table below are level 3.

The size of the investment property is 8885.00 Metres squared.

Valuation
technique  Significant unobservable Inputs Range (weighted average)
2017 2016
P'0000 P'000
Caltex filling station DCF method Estimated rental value per month 42.33 38.41
Rent growth p.a. 9% 8%
Long-term vacancy rate 0-100% 0-100%
Discount rate 8% 8.3%
2017 2016
P'0000 P'000
Rental Income 508 461
Expenses on properties on which rental income is earned 240 240
Profit/ (Loss)Loss on investment Property 268 221
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Consolidated

Commission

2017 2016 2017 2016
% Equity P'000 P'000 P'000 P'000
11 INVESTMENTS held
Subsidiary companies:
Botswana Meat Commission (UK) Holdings Limited
Shares at cost 100 - - 2,866 2,866
Lobatse Leathers (Proprietary) Limited
Shares at cost 100 - - 300 300
Mainline Carriers (Botswana) (Proprietary) Limited
Shares at cost 100 - - 4,308 4,308
- - 7,474 7,474
Associates:
GPS Food Group AS - shares at cost 33 152 152 - -
Effect of foreign exchange rates 3 27 - -
Share of the profit of GPS Food Group AS 1,788 1,773 - -
1,944 1,953 - -
1,944 1,953 7,474 7,474

The shares in GPS Food Group AS
were acquired on 1 July 2014.
Investments in subsidiaries and associates are measured at cost at commission level
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12

13

Consolidated

Commission

2017 2016 2017 2016
P'000 P'000 P'000 P'000
BIOLOGICAL ASSETS
Balance at beginning of year 29,880 82,110 29,880 82,110
Purchases 124,183 135,037 124,183 135,037
Slaughters (131,340) (159,161) (131,340) (159,161)
Deaths and sales to butcheries (1,984) (3,609) (1,984) (3,609)
Field losses and transport losses (131) (15) (131) (15)
Fair value (Loss)/gain (1,728) (24,482) (1,728) (24,482)
Balance at end of year 18,878 29,880 18,878 29,880
The fair value of livestock held for slaughter are determined based on:
expected weights of the cattle at reporting dates.
sale price obtainable from abattoirs per cold dress mass. The cold dressed mass
is based on the same rates paid by the commission to the private farmers
The Commissioners consider this to be a reliable estimate of the fair value of
Cattle at the reporting dates. The model adopted has been consistently applied.
This is a methodology that market participants would use to determine the sales price
of the cattle ready for slaughter. In determining the valuation model used two key determinants
are weight and price. An increase in either price or weight will increase the fair valuation of the cattle.
A decrease on the other hand will decrease or reduce the fair valuation of the cattle.
The Group uses the following hierarchy for determining and disclosing the Fair value
of items measured or disclosed at Fair value:
Level 1: Quoted (Unadjusted) prices in active markets for identical assets or liabilities.
Level 2: Inputs other than quoted prices within level 1 that are observable for the asset or
liability, either directly (Prices) or indirectly (that is, derived from prices)
Level 3: Inputs for the asset or liability that are not based on observable
market data (that is, unobservable inputs)
The fair value measurement hierarchy used for biological assets is level 3 as significant observable inputs
does not exist in the market.
Significant unobservable
Date of Valuation Inputs Range 2017 2016
Biological Assets 31-Dec-17 CDM Prices and weights
Prime weight range (KG) CDM Price (PuIa)|CDM Price (Pula)
0-179 18.1 18.1
180-199 30.6 30.6
200-219 321 32.1
220-239 32.2 32.2
240-259 33 33
260-269 33 33
270+ 33 33
Average Daily Gain 1.6 1.4
INVENTORIES
Finished goods 62,157 63,743 61,437 63,615
Stores 23,897 33,717 23,897 33,717
Stores - net 23,897 33,717 23,896 33,717
86,053 97,460 85,333 97,332

During 2017, P5,007,594 (2016: P313,168) was recognised as an expense for inventories carried at net

realisable value.
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14

15

16

Consolidated
2017 2016
TRADE AND OTHER RECEIVABLES P'000 P'000

Trade receivables 98,620 82,072
Less: Allowance for doubtful debts (28,307) (25,049)

Commission

2017
P'000

123,363
(28,307)

2016
P'000

116,540
(24,984)

Trade receivables - net 70,312 57,023
Prepayments 6,159 6,568
Value added tax 6,890 6,854
Other receivables 3,649 3

95,057
4,585
6,890

329

91,556
5,642
6,854

60

87,010 70,448

106,861

104,112

Movement in the allowance for doubtful debts

Balance at beginning of year 25,049 18,492
Additional Amounts raised 10,489 10,645
Amounts Utilised (7,231) (4,088)

24,984
10,554
(7,231)

18,427
10,645
(4,088)

Balance at end of year 28,307 25,049

28,307

24,984

In determining the recoverability of a trade receivable, the Group
and Commission consider any change in the credit quality of the
trade receivable from the date credit was initially granted up to the
reporting date. There is low credit risk relating to trade receivables
due to the customer base being large and unrelated. All sales are
to wholesalers accordingly, the Commissioners believe that there is
no further allowance required in excess of the allowance for
doubtful debts recognised in the statement of financial position. The
average credit period is 30 days (2016: 30 days).

As at 31 December, the age analysis of Trade receivables is as
follows

Past due but not impaired
Consolidated Total Current 1-30Days 31-60Days 61-90
Days

2017 70,345 14,705 13,781 10,843 31,016
2016 57,027 23,047 23,038 1,322 9,621

The Receivables are split by regions and markets as follows;
Europe P45,687

South Africa P48,746

Local P27,696

Customer credit risk is managed by each business unit subject to
the Group’s established policy, procedures and

control relating to customer credit risk management. Credit
quality of a customer is assessed based on an

extensive credit rating scorecard and individual credit limits are
defined in accordance with this assessment.

Outstanding customer receivables are regularly monitored and
any shipments to major customers are generally

covered by letters of credit or other forms of credit insurance.
The Group evaluates the concentration of risk with respect to
trade

receivables as low as the customers are spread across the regions.
Credit risk is more concentrated in South African Market which has

CASH AND CASH EQUIVALENTS

Cash at bank and in hand 18,274 20,802
Short-term deposits 12,281 7,406

965
6,326

679
1,458

30,555 28,208

7,290

2,138

BORROWINGS AND BANK OVERDRAFTS

Current
Bank overdrafts 213,618 113,352

213,366

113,352

213,618 113,352

213,366

113,352
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Consolidated

Commission

2017 2016 2017 2016
17 BORROWINGS (CONTINUED) P'000 P'000 P'000 P'000
Bank overdrafts comprise:
Trade finance 164,288 104,221 164,288 104,221
Bank ABC [ 18,526 [ I 18,526 [
Standard Chartered Bank Botswana Limited [ 145762 || 104221 ][ 145762 [ 104,221 |
Current account overdraft 49,330 9,130 49,077 9,130
Standard Chartered Bank Botswana Limited 21,531 7,979 21,531 7,979
Bank Gaborone Limited - 1,152 - 1,152
Standard Bank 254
Barclays Bank 84 84
NED Bank 1,118 1,118
Bank ABC 26,345 - 26,345 -
213,618 113,352 213,366 113,352
Overdraft/trade finance facilities limits
Amount utilised 213,618 113,352 213,366 113,352
Amount available 178,958 211,648 176,634 211,648
Total facility 392,576 325,000 390,000 325,000
The bank overdrafts and trade finance facilities are denominated in BWP
and ZAR with limits as follows:
Botswana pula denominated (thousand) BWP390 000 BWP352 500 BWP390 000 BWP352 500
South African Rand denominated- Held with Standard Bank (thousand) ZAR 5,000 ZAR 5,000 ZAR O ZAR O

The trade finance facility received from Standard Chartered Bank Botswana Limited is drawn in Botswana Pula

1. An irrevocable unconditional Government guarantee for BWP300 000 000. This is held as security for the facility should the

commission no be able to pay, the bank will call on the guarantee.
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17

17.1

BORROWINGS (CONTINUED)

Non-current - Unsecured (continued)

Loan is repayable at a rate not exceeding 8% per annum.
Capital
Interest

Interest free loan repayable in eight equal instalments which
were scheduled to commence in August 2014, after a grace
period of 3 years. However, the payments did not commence
and the initial accumulated payment has been rescheduled to
2018.

Capital

Amortised Cost adjustment

Catch up amortised cost adjustment

Interest free loan repayable in sixteen equal instalments over 8
years, which were scheduled to commence in February 2014,
after a grace period of 2 years. However, the payments did not
commence and the initial accumulated payment has been
rescheduled to 2018.

Capital
Amortised Cost adjustment

Catch up amortised cost adjustment

The loan is payable semi-annually over a period of 8 years
commencing on 15 June 2016 and attracts interest at prime per
annum. The Commission negotiated a 4 year grace period
from date of first draw down - 15 June 2012. The interest is
capitalised and attracts interest at the same rate as the
principal amount.

Total Government of Botswana Loans

Long Term
Current Portion of Government Loans

African Banking Corporation of Botswana Limited t/a Banc
ABC. The loan had a moratorium for 7 months ended 31 March
2011. The repayments thereafter are over a 10 year period at
an interest rate of prime (7%), less 2.75%. The loan is secured
by a guarantee from the Government of the Republic of

Total non-current borrowings

Current Portion of Bank ABC Loan
Total current borrowings

Total borrowings Excluding Overdrafts

_46-

Consolidated Commission
2017 2016 2017 2016
P'000 P'000 P'000 P'000
162 162 162 162
150 150 150 150
12 12 12 12
175,040 168,435 175,040 168,435
191,850 191,850 191,850 191,850
(16,810) (23,415) (16,810) (23,415)
6,693 6,790 6,693 6,790
90,243 86,280 90,243 86,280
104,000 104,000 104,000 104,000
(13,757) (17,720) (13,757) (17,720)
3,962 4,689 3,962 4,689
326,163 275,911 326,163 275,911
591,608 530,788 591,608 530,788
462,246 508,367 462,246 508,367
129,362 22,421 129,362 22,421
9,257 16,137 9,257 16,137
471,503 524,504 471,503 524,504
6,580 5,816 6,580 5,816
135,942 28,237 135,942 28,237
607,446 552,741 607,446 552,741
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18 CHANGES IN LIABILITIES ARISING FROM FINANCIANG ACTIVITES

Foreign

Exchange Changes in
Group 1-Jan-17 Cash flow«Movement Fair Value 31-Dec-17
Current Interest bearing loans P'000 P'000 P'000 P'000 P'000
Government Loan of P 150,000 150 150
Term Loan - African Banking Corporation 21,953 (6,115) - 15,837
Govt loan P104mn in 2012 86,280 - 3,962 90,243
Govt loan P250mn in 2012 214,747 - - 214,747
Govt. Loan P240MN interest free 168,347 - 6,693 175,040
Non Current Interest bearing Loan - - - -
Standard Chartered Facility - Slaughter 61,684 53,914 - 115,598
Standard Chartered Facility - Direct Purchas 41939  (14,343) - 27,596
BancABC F/town Facility - 18,162 - 18,162
Total Liabilities from Financing 595,100 51,618 - 10,655 657,373

Foreign

Exchange Changes in

1-Jan-16 Cash flow«Movement Fair Value 31-Dec-16

Current Interest bearing loans P'000 P'000 P'000 P'000 P'000
Government Loan of P 150,000 150 150
Term Loan - First National Bank 29,398 (29,398) -
Term Loan - African Banking Corporation 27,768 (5,816) 21,953
Govt loan P104mn in 2012 82,133 4,147 86,280
Govt loan P250mn in 2012 214,747 214,747
Govt. Loan P240MN interest free 157,609 10,738 168,347
Non Current Interest bearing Loan -
Stanchart Cattle Purchase Facil 52,096 9,589 61,684
Standard Chartered Facility - Slaughter - 41,939 41,939
Standard Chartered Facility - Direct Purchas - -
Total Liabilities from Financing 563,900 16,314 - 14,886 595,100
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Consolidated

Commission

2017 2016
P'000 P'000

2017 2016

19 DEFERRED TAXATION P'000 P'000
Balance at beginning of year 11,971 10,937
Other comprehensive Income Charge 684 1,034
Balance at end of year 12,655 11,971

20

The major portion of the deferred tax liability relates to temporary differences
in respect of revalued property, plant and equipment

TRADE AND OTHER PAYABLES

Trade payables 85,653 26,197 80,185 23,024
Accrued expenses 27,270 27,860 24,672 26,681
Payroll accruals 12,806 14,658 12,806 14,126
Value added tax 7,577 7,577 -
Withholding tax payable 5,653 5,653
Advances from customers 1,578 1,952 1,578 1,952
Other payables 2,228 1,661 2,147 1,582
137,112 77,981 128,965 73,018

The average credit period for trade payables is 30 days (2016: 30 days). No
interest is charged on the trade payables. The Group and Commission have
financial risk management policies in place to ensure that all payables are
paid within a reasonable time of the agreed credit terms as per the group
policies.
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21

211

21.2

FINANCIAL INSTRUMENTS

Capital risk management

The Commission and Group manage their capital to ensure that they continue as a going concern while maximising the return
to the stakeholder through optimisation of the debt and equity balance.

The capital structure of the Group and the Commission consists of net debt, which includes the borrowings and bank

balances and cash and the Commission's capital and reserves disclosed in the statements of changes in equity.

Gearing ratio

The Group's overall management strategy is to maintain the gearing ratio at a minimum. On an annual basis, in line with
Botswana Meat Commission Act (Cap 74:04) (As amended) Sections 13 and 14, the Commission sets aside funds for the
redemption of borrowings from accumulated surplus. The Group manages its capital structure and makes adjustments to it,
in light of changes in economic conditions. The Group monitors capital using a gearing ratio, which is net debt divided by total

Debt
Cash and cash equivalents (note 14)
Net debt (i)

Reserves (ii)

Consolidated

Commission

+ Debt is defined as borrowings and overdrafts, as

disclosed in note 15.

* Reserves comprises reserves as disclosed in the

statement of changes in reserves.
Categories of financial instruments

Financial assets

Loans and receivables
at amortised cost
Debentures in Cliffton School

Financial liabilities
Other liabilities at amortised cost

Finance costs
Financial liabilities at amortised cost

Finance income
Loans and receivables

2017 2016 2017 2016

P'000 P'000 P'000 P'000
821,064 693,604 820,812 693,604
(30,555) (28,208) (7,290) (2,137)
790,510 665,396 813,521 691,467
(471,146) (10,142) (600,756) (128,355)
104,516 85,234 106,885 103,216
10 10 10 10
695,327 749,322 885,838 808,273
27,902 34,095 30,969 27,151
2,468 1,096 240 1,057

-49-



BOTSWANA MEAT COMMISSION
NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS (CONTINUED)
31 DECEMBER 2017

21.3 Credit risk
Credit risk arising from the inability of a counterparty to meet the terms of the Group's financial instrument
contracts is generally limited to the amounts, if any, by which the counterparty's obligations exceed the
obligations of the Group. It is the Group's policy to enter into financial instruments with a diversity of creditworthy
counterparties. Therefore, the Group does not expect to incur material credit losses on its risk management or
other financial instruments.
The following table summarises the maximum exposures to credit risk.

Consolidated Commission
2017 2016 2017 2016
P'000 P'000 P'000 P'000
Total credit risk comprises:
Trade and other receivables 80,851 63,880 102,276 98,470
Prepayments 6,159 6,568 4,585 5,642
Cash and Bank 30,555 28,208 7,290 2,137
Total maximum exposure 117,565 98,656 114,152 106,249

As at 31 December 2017, trade receivables with an initial carrying value of P28,307 (2016: P24,984) were
impaired and fully provided for.

Consolidated Commission
2017 2016 2017 2016
P'000 P'000 P'000 P'000
Balance at beginning of year 25,049 18,492 24,984 18,427
Additional Amounts raised 10,489 10,645 10,554 10,645
Amounts Utilised (7,231) (4,088) (7,231) (4,088)
Balance at end of year [ 28307 25,049 28,307 24,984 |

21.4 Fair value hierarchy of financial instruments

The table below analyses financial instruments carried at amortised costs, by valuation method at 31 December 2017. This
requires disclosure of fair value measurements by level of the following fair value measurement hierarchy:

Quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1).
Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is, derived from prices) ( Level 2).

Inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs) (level 3)

Commission Level 1  Level 2 Level 3 Total
P'000 P'000 P'000 000

At 31 December 2017

Borrowings Current - (135,942) -
Borrowings Non-Current - (471,503) -
Cash and Cash Equivalents - 7,290 -
Bank Overdraft - (213,366) -

- (813,521) -

At 31 December 2016

Borrowings Current - (61,007) -
Borrowings Non-Current - (519,615) -
Cash and Cash Equivalents - 2,138 -
Bank Overdraft - (113,350) -
(691,834)
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21

215

FINANCIAL INSTRUMENTS (CONTINUED)

Foreign currency risk management

Consolidated

The Commission undertakes transactions denominated in foreign

currencies. Foreign exchange rate exposures are managed through
continuous dialogue with the bankers on the anticipated movement in
the exchange rates. The carrying amounts of the Commission's foreign
currency denominated assets and liabilities at the reporting date are as

follows:

South African Rand trade payables

United States Dollar trade payables

Great Britain Pound trade payables

Great Britain Pound payables (related parties)
United States Dollar payables (related parties)
South African Rand payables (related parties)

South African Rand trade receivables

Great Britain Pound trade receivables

United States Dollar trade receivables

Euro trade receivables

South African Rand receivables (related parties)
Great Britain Pound receivables (related parties)

Foreign currency sensitivity analysis

The following table details the Group's sensitivity to a 5%
increase or decrease in Botswana Pula rate against the
currencies the Group is exposed to. 5% is the most likely
change in exchange rates as assessed by the
Commission's management. A positive number below
indicates a increase in profit/decrease in loss where the
Pula strengthens against the foreign currency. For a 5%
weakening of the Pula against the foreign currencies, there
would be an equal and opposite impact on profit/loss and
the balances below would be negative.

Commission

2017 2016 2017 2016
P'000 P'000 P'000 P'000
4,184 510 4,184 510
176 199 176 199
107 430 107 430
- - 19,103 18,434
- - 37,810 38,647
- - 1,545 -
4,467 1,139 62,925 58,220
29,187 20,809 29,187 20,809
280 8,461 280 8,461
87 83 87 83
45687 23,732 45,687 23,732
- - 23
- - 4,208 9,440
75241 __ 53,085 79,449 62,548

The following table demonstrates the sensivity to a reasonably possible change in exchange rates,
with all other variables held constant, of the Group's Profit or loss

Increase/decrease
in exchange rate

GBP +5%
uUsD +5%
ZAR +5%
EURO +5%
GBP -5%
uUsD -5%
ZAR -5%
EURO -5%

Effect on
profit before
tax
Pula'000 Pula'000
2017 2016
9 402
4) (6)
1,250 1,015
2,284 1,187
9) (402)
4 6
(1,250) (1,015)
(2,284) (1,187)
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Consolidated Commission
2017 2016 2017 2016
21 FINANCIAL INSTRUMENTS (CONTINUED) P'000 P'000 P'000 P'000

21.6 Interest rate risk

The Group is exposed to movements in interest rates because it has overdraft facilities and borrowings bearing interest rates which are linked to the prime
lending rate. If interest rates were 1% lower and all other variables were held constant, the Group's profit would increase as shown below. For a 1%
increase in interest rates there would be an equal and opposite impact on profit/loss and the balances would be negative.

Profit or loss 2,136 1,134 2,134 1,134

21.7 Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the Board of Commissioners, which has built an appropriate liquidity risk management
framework for the management of the Group's short, medium and long term funding and liquidity management requirements. The Group manages liquidity
risk by maintaining adequate reserves, banking facilities and reserve borrowing facilities, by continuously monitoring forecast and actual cash flows and
matching the maturity profiles of financial assets and liabilities. Included in note 15 are the details of the overdraft facility that the Group has at its disposal
to further reduce liquidity risk. The Government of Botswana provides funding to the Group and Commission when the need arises.

The expected undiscounted cash outflows related to borrowings are disclosed in note 15. The rest of the Group's financial liabilities are
short term and expected to be settled at their book value within the next financial year.

2017
COMMISSION Within 1 year 2-5 years Over 5 years Total
Interest bearing loans and borrowing: 159,817 367,608 119,895 647,320
Trade Faciliites 164,288 164,288
Bank Overdraft 49,330 49,330
GROUP Within 1 year 2-5 years Over 5 years Total
Interest bearing loans and borrowing: 159,817 367,608 119,895 647,320
Trade Faciliites 164,288 164,288
Bank Overdraft 49,077 49,077
2016
COMMISSION Within 1 year 2-5 years Over 5 years Total
Interest bearing loans and borrowing: 171,724 388,202 71,684 631,610
Trade Faciliites 150,000 150,000
Bank Overdraft 30,000 30,000
GROUP Within 1 year 2-5 years Over 5 years Total
Interest bearing loans and borrowing: 171,724 388,202 71,684 631,610
Trade Faciliites 150,000 150,000
Bank Overdraft 30,000 30,000
Commission
22 RELATED PARTY TRANSACTIONS AND BALANCES 2017 2016
P'000 P'000
The related parties of the Commission are the Government of Botswana refer note 17 , its subsidiaries as disclosed
in Note 11 and the Commissioners and senior management.The following related party transactions were entered into:
22.1 Services charges
Management fees Payable - Botswana Meat Commission (UK) Holdings Limited (subsidiary) 2,510 4,047
Storage expenses Payable - Table Bay Cold Storage (Proprietary) Limited (subsidiary) 5,804 5,003
Management fees Payable - Table Bay Cold Storage (Proprietary) Limited ( subsidiary) 1,030 891
Management fees Receivable - Mainline Carriers Botswana (Proprietary) Limited (subsidiary) (240) (240)
9,104 9,701
22.2 Interest paid
Allied Meat Insurance Company Limited, Cayman Islands (subsidiary) (2,773) (3,030)
BMC UK Holdings Limited (Subsidiary) (370) (408)

(3.143) (3.438)
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22

22.3

22.4

22.5

23

23.1

RELATED PARTY TRANSACTIONS AND BALANCES (CONTINUED)

Amounts due from group companies
BMC UK Holdings Limited (Subsidiary)
Table Bay Cold Storage (Proprietary) Limited (subsidiary)

Amounts due to group companies

BMC Meat Importers Limited, Guernsey (subsidiary)

Allied Meat Insurance Company Limited, Cayman Islands (subsidiary)
BMC UK Holdings Limited (subsidiary)

Table Bay Cold Storage (Proprietary) Limited (subsidiary)

Mainline Carriers (Proprietary) Limited (subsidiary)

Lobatse Leathers (Proprietary) Limited (subsidiary)

Related party balances included in receivables
Government of the Republic of Botswana (Commission and consolidated)
Table Bay Cold Storage (Proprietary) Limited (subsidiary)

Transactions related to board members
Producer payments (Commission and consolidated)
Remuneration of key management personnel
Short term benefits (Commission and consolidated)

NOTES TO THE STATEMENTS OF CASH FLOWS

Cash used in operations

Operating surplus/loss

Adjustments for:

Depreciation of property, plant and equipment Including Impairment
Fair value adjustment for biological assets

Fair value gain on investment Property

(Gain)/Loss on disposal of property, plant and equipment

Effects of changes in foreign exchange rates

Renegotiation of Government Loans Adjustment

Share of profit of associates

Movements in working capital

Decrease/(increase) in biological assets
Decrease/(Increase)in inventories

(Increase)/decrease in amounts due from group companies
Decrease/(increase) in trade and other receivables
(Decrease)/increase in trade and other payables

Increase /(Decrease) in amounts due to group companies

Cash used in operations

Commission
2017 2016
P'000 P'000
4,208 9,440
23
4,208 9,463
13,791 13,205
37,810 38,648
5,312 5,229
1,545 -
6,408 6,139
161 161
65,027 63,383
6,529 13,783
1,524 510
8,053 14,293
2,096 55
7,472 5,345
Consolidated Commission
2017 2016 2017 2016
P'000 P'000 P'000 P'000
(212,201) (206,892) (211,420) (177,952)
24,656 54,909 24,164 50,615
1,728 24,482 1,728 24,482
77) (3,720)
(525) (25) (8) (25)
10,867 21,553 8,700
10,655 (12,322) 10,655 (3,514)
(1,788) (1,773) - -
(166,684) (123,788) (166,180) (106,394)
27,749 27,749
11,407 (6,707) 11,999 (6,473)
- - 5,255 17,817
(17,668) 69,965 (3,806) 36,031
59,131 (70,832) 55,947 (61,760)
1,644 (15,888)
52,870 20,175 71,040 (2,526)
(113,815) (103,613) (95,141) (108,920)
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23
23.2

24

24.1

*%
*%
*%
*%
*%

*%

*%

24.2

*%

*%

25
25.1

25.2

Consolidated Commission
2017 2016 2017 2016
P'000 P'000 P'000 P'000
NOTES TO THE CASH FLOW STATEMENT (CONTINUED)
Proceeds on disposal of property, plant and
equipment
Cost 700 56 58 56
Accumulated depreciation (76) (23) (33) (23)
Net carrying amount 624 33 25 33
Loss on disposal of property, plant and equipment (525) 25 (8) 25
Proceeds on disposal 99 58 17 58
CONTINGENT LIABILITIES AND ASSETS
Contingent liabilities
Claims instituted by Walgreen Botswana for damages and
interest at the rate of 10% per annum for alleged breach of
Commission's obligations. - - - -
Guarantees from Standard Chartered Bank Botswana Limited 14,160 14,160 14,160 14,160
Guarantee by Standard Chartered Bank of Botswana Limited
in favour of Standard Chartered Bank London 37,060 37,060 37,060 37,060
Guarantee in favour of Transnet 752 752 - -
Customs and excise guarantee in South Africa 362 362 - -
Guarantee to South African Revenue Services 2,175 2,175 - -
54,509 54,509 51,220 51,220
This related to feed master (a feed lotter) for damages and the case is still on going between
the parties

These are performance guarantees, which are guarantees on the performance of an obligation

Contingent assets

Reimbursement of VAT refundable set off against income tax 82,176 82,176 82,176 82,176
Refund by Government of losses incurred by Francistown
abattoir 124,107 95,886 124,107 95,886

206,283 178,062 206,283 178,062
In 2015 the Botswana Unified Revenue Services used the Commission VAT refunds to recover income tax that was due to the Comn
The Commissioner however claimed the VAT refundable as this was not procedural.
Losses were being incurred at the Francistown abattoir so the government of Botswana set a directive to re-imburse
the Commission for the losses made in Francis-town. Subsequently the government has issued a cabinet memo on the restructure of
which include a re-imbursement of the losses.

COMMITMENTS

Future capital expenditure
Authorised but not yet contracted for 48,723 49,316 48,723 49,316

Capital expenditure will be funded from internally generated funds and external funding as necessary.

Operating lease commitments (payments)

Future minimum lease payments:

Not later than one year 1,808 1,808 - -
Between one and five years 5,080 5,080 - -
6,888 6,888 - -
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Consolidated Commission
2017 2016 2017 2016
P'000 P'000 P'000 P'000

26 COMMITMENTS (CONTINUED)
26.3 Operating lease commitments (receipts)
Future minimum lease receipts:

Not later than one year 605 605 - -
Between one and five years - - -

605 605 - -

27 EVENTS AFTER THE REPORTING DATE

Subsequent to the year end, the commission assessed its assets for impairment and it was determined that the assets were
impaired. An impairment loss of P254 million was recognised in profit and Loss.

Other than the impairment there are no material events that occurred after the financial year end to the date of approval
of the financial statements that require additional disclosure in the financial statements. There was however a cabinet memo that
detailed the future of the commission going forward which includes closure of Francistown abattoir and privatisation of the Lobatse
plant. The cabinet Memo maid the following recommendations Botswana Meat Commission be converted to a limited liability
company and be commercialized to achieve operational efficiencies with appropriate shareholding between farmers and Government.

3.2 All relevant legislative instruments relating to the livestock and meat industry be reviewed with a view to creating a regulatory
framework.

3.3 The Maun abattoir be retained as a Government entity, and be supported with an annual budget of P20 million. This is meant to
provide market for cattle in Ngami land and to guard against the spread of Foot and Mouth Disease (FMD) into the green zones. Such
support can be reviewed and commercialization explored once the FMD status in the district has improved on a sustained basis.

3.4 A Livestock and Meat Industry Regulator be established for control of sale and movement of livestock, management of livestock
traceability system and licensing of meat processors.

3.5 Francistown abattoir be placed under care and maintenance for 2 to 3 years to serve as a back-up facility for Lobatse abattoir
which should be refurbished or constructed as a new plant , depending on the cost of two options .

3.6 The cost of care and maintenance is estimated to be P5 million per year to be borne by Botswana Meat Commission.

3.6 Botswana Meat Commission employees at the Francistown abattoir be retrenched and that the retrenchment costs estimated at
P35 million be paid through financial support from Government.

3.7 The Government loans to Botswana Meat Commission amounting to P641 million be converted to equity to improve the
Commission’ balance sheet. This will enhance the chances of Botswana Meat Commission in accessing funding from financial
intuitions.

3.8 As per Presidential Directive 13/A of 2006 Government undertook to reimburse Botswana Meat Commission for losses associated
with the operation of the Francistown abattoir. In terms of the audited accounts the losses from 2014 to 2016 amounting to P124
million should be reimbursed to Botswana Meat Commission.

Cabinet practically agreed with all of the recommendations as presented although in some cases with minor variations or request for
clarifications. Clarifications sought on the nature of the company that should result from the restructuring (Recommendation 3.1).
Furthermore, as regard to the future of the Lobate Plant an assessment should be presented to Cabinet on whether to refurbish the
existing plant or built a new one and associated costs (Recommendation 3.5)

The clarifications sought are provided to Cabinet on 13th March 2018

1. The structure of the Company ( legal entity ) to be formed with Farmers ( cattle producers cooperative ) who jointly hold shares
with Government of Botswana in the corporatized Botswana Meat Commission

2. Refurbishment cost versus the buildina a new plant as Green field proiect. The cost of refurbishment of Lobatse Plant is estimated
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# GOING CONCERN

The Group and the Commission reported a total deficit for the year of P472 million (2016: Deficit of P223
million) and P464 million (2016: profit P204 million), respectively. The accumulated losses of the Group and
Commission amount to P1051 million (2016: P785 million) and P1031 million (2016: P770 million),
respectively. These conditions indicate the existence of a material uncertainty that casts significant doubt on
the Group’s and Commission’s ability to continue as a going concern and to continue realising its assets and
discharging its liabilities in the normal course of business.

The ability of the Group and Commission to continue as a going concern is dependent on a number of
factors. The most significant of these is the commitment by the Government of the Republic of Botswana to
continue its financial support to the Commission. The Commission's going concern is also dependent on
obtaining trade facilities and commercial loans from financial institutions.

The following initiatives have been undertaken by the Commission in order to improve its financial
performance:

¢ Development of a three year strategy (2014 - 2017) to enhance the value chain of the Commission, This
strategy has been rolled over to 2018, and new developments has been announced on the restructure of
the commission, which will see the Francistown abattoir being closed and kept under care and
maintenance, Conversion of government loans into equity and Maun abattoir maintained by the
government.

* Establishment of regional markets; and

* Increasing supply into the European Union market for the Lobatse Abattoir

* Addition of a new and additional deboning line to match slaughter with deboning and increase yields

# COMPLIANCE WITH THE BOTSWANA MEAT COMMISSION ACT (74:04) (AS AMENDED)

The Commission reported a Deficit of P464 million for 2017 financial year (2016: a Deficit of P204
million) and has accumulated losses of P1031 million (2016: P770 million). Section 17 of the Botswana
Meat Commission Act stipulates that it is the duty of the Commission so to exercise its functions and
conduct its business as to ensure, taking one year with another, that its revenues are sufficient to
enable the Commission to meet the outgoings of the Commission properly chargeable to the revenue
account in terms of Section 14 of the Act. The Commission has not complied with the Act in this
regard. Over the years there has been no implications, except that the commission has not been able
to passback any bonuses to the farmers.
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