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BOTSWANA MEAT COMMISSION
COMMISSIONERS’ RESPONSIBILITY STATEMENT AND APPROVAL OF THE FINANCIAL STATEMENTS
31 DECEMBER 2018

Commissioners' Respounsibility Statement

The Commissioners are responsible for the preparation and fair presentation of the consolidated and separate financial
statements of Botswana Meat Commission ("the Group and Carnmission"}, comprising the statements of financial positicn as at 31
December 2018, and the statements of comprehensive income, changes i reserves and cash flows for the year then ended, and
a summary of significant accounting policies and other explanatory notes in accordance with International Financial Reporting
Standards {lFRS") and in the manner requirad by the Botswana Meat Commission Act (Chapter 74:04) (as amended).

The Commissioners aré required by the Botswana Meat Commission Act (Chapter 74:04) (as amended), to maintain adequate
accounting records and are responsible for the content and integrity of the financial information included in this report. it is their
responsibility to ensura that the financial statements falrly present the state of affairs of the Group and Commission as at the end
of the financial year and the resulis of their operations and cash fiows for the year then ended, in conformity with IFRS.

The Commissioners' responsibility includes: designing, implementing and maintaining internal control relevant to the preparation
and fair presantation of these financial statements that are free from maierial misstatement, whether due ta fraud or error;
selecting and applying appropriate accounting policies; and making accounting estimates that are reasonable in the
circumstances.

The consolidated and separate financial stalements are prapared in accordance with IFRS and are based upen appropriate
accounting policies consistently applied and supported by reasonable and prudent judgements and esiimates. The
Cormmissioners' responsibility also includes maintaining adequate accounting records and an effective system of risk
management. .

The Commissioners acknowledge that they are ultimately respansible for the system of internal financiai controt established by the
Group and place considerable importance on maintaining a strong control environment. To enable the commissioners to meet
these responsibilities, the Board sets standards for internal contrel aimed at reducing the risk of error or loss in a cost effective
manner. The standards include the proper defegation of responsibilities within a clearly defined framework, effective accounting
procedures and adequate segregation of duties to ensure an acceptable fevel of risk. These controls are monitored throughout the
Group and all empioyees are required to maintaln the highest ethicai standards in ensuring the Group's business is conducted in a
manner that in all reasonabie circumstances is above reproach. The focus of risk management in the Group is on identifying,
assessing, managing and monitoring all known forms of risk across the Group, While operating risk cannot be fuily eliminated, the
Group endeavours to minimise i by ensuring that appropriate infrastructure, controls, systems and ethical behaviour are applied
and managed within predetermined procedures and constraints.

The Comirissioness are of the opinion, based on the information and explanations given by Management, that the systemn of
intemnal control provides reasonable assurance that the financial records may be relied on for the preparation of the annual
financiat statements. However, any system of intemal financiai contral can provide only reasonable, and not absolute, assurance
against material misstaternent or foss. The Board is primarily responsible for the financial affairs of the Group.

The Group and Commission have reported a total Loss of P76.7 million and P90 millian, respectively (2017: a Loss of P47 4million
and P464 million, respectively), and their accumulated losses amaunied to P1,146 million and P1,177 million, respectively {2017:
P4,031 million and P1,050 million respectively). The going concern of the Group and Commission is dependent on the initiatives
disclosed In note 31 of the financial statements. The Govemnment of Botswana has committed to continue offering financial
support to the Group and Commission and the Commissioners believe that the going concem principie is an appropriate basis for
preparation of the financial statements.

The external auditors are responsible for independently reviewing and reporting en the consolidated and separate financial
staiements. The financial statements have been examined by the Group's external auditors and their report is presented on page
4 and 5.

Disclosure of Audit Information
Each of the Commissioners at the date of approval of this report condirms that:
in =0 far as the Commissioner is aware, there is no relevant audit information of which the Cammission’s auditor is unaware; and

The Commissioner has taken all the steps that he/she cught to have taken as a Commissioner to make himselffherself aware of
any relevant audit information and to establich that the Commissien’s auditor is aware of that information.

Commissioners’ Approval of the Financial Statements

The consolidated separate ﬁnancig,l slaigments set out on pages 6 to 54, which have beefl prepared on the geing concern
basis, were appf by the Board on 14;.\.. .j.}DZO and are signed on its behalf by,
L7 ),/ ®

%I /‘ . M
Commidsione L-E0mmitssioner
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independent Auditor's Report
To the Commissioner’s Botswana Meat Commission
Report on the Audit of the Consolldated and Separate Financial Statements

Opinion

We have audited the consolidated and separate financial statements of Botswana Meat Commission set out
on pages & to 54 which comprise the consolidated and separate statements of financial position as at 31
December 2018, and the conselidated and separate statements of profit or loss and other comprenensive
income, the statements of changes In equity atiributable to the Botswana Meat Commission Group and
statements of cash flows for the year then ended, and notes to the consolidated and separate financial
statements, including a summary of significant accounting policies.

in our oplnlon, the consolidated and separate financial statements give a true and fair view of the financial
position of Botswana Meat Commission Group as at 31 December 2018, and Its financial performance and
cash flows for the year then ended in accordance wlth International Financial Reporting Standards and In the
manner required by the Botswana Meat Comimission Act {Chapter 74.04) (as amended), and for such internal
control as the Commissioners determine is necessary to enable the preparation of consolidated and separate
financlal statements that are free from material misstatement, whether due to fraud or errofr.

Basls for Opinion

We conducted our audit in accordance with International standards on Auditing (ISAs). Our responsibilities
under those standards are further described inthe Auditor's Responsibilities for the Audit of the consolidated
and separate Financial statements section of our report. We are independent of the commission in
accordance with the International Ethics Standards Board for Accountants' Code of Ethics for Professional
Accountants (ESBA Code) and other independence requirements applicable to perfarming audlits of Botswana
Meat Commission. We have fuifilied our other ethlcal responsibiiities in accordance with the [ESBA Code, and
in accordance with other ethical requirements applicabie to performing the audit of Botswana Meat
Commisslon. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion,

Emphasis of matter

We draw attention to the going concern note of the consolidated and separate financial statements, which
indicate that the Commission reparted a total deficit for the year and accumulated josses. The Commission
is unable to secure sufficlent volumes of supply to produce sufficient revenues to cover costs and the
Commission is therefore dependent on the Government of Botswana for ongoing support. These conditions,
along with other facts noted in the Notes, indicate the existence of a material uncertainty that casts
significant doubt on the Group's and Commisslon's abiiity to continue as a going concern. Qur opinicn is not
modified in respect of this matter.

Report on other Legal and Regulatary requirements.

in accordance with section 20(3) of the Boiswana Meat Commission Act (Chapter 74:04) (a5 amended) we

conflrm the following:

. We have recelved all the information and explanations which, to the pbest of our knowledge and belief
were necessary for the performance of our duties as auditors.

« The accounts and related records of the Commission have been properly kept except for ihe
deficiencles reported to management and those charged with governance and;

«  The commission has net complied with all provisions of Part 3- Flnancial Provisions refating to the
commission, of the Act with which it is the duty of the commission to comply. instances of non-
compliance are detalled in note 29 In the consolidated and separate financlal statements.

Resident Parkner: B Ndwapi {Managing Parinery

A {ull ist of Partners Is aveliable from this affice

apd ihe Reglsler of Companles

Independent membar of Ernsl & Young Globat Limlted.
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Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit
of the financial statements of the current period. These matters were addressed in the context of the audit of
the financial statements as a whole, and In forming our opinion thereon, and we do not provide a separate
opinion on these matters, For each matter below, our description of how our audit addressed the matter is
provided in that context.

We have fulfilled the responsibilities as described in the Auditor's Responsibilities for the audit of the financial
statements section of our report, Including in relation to these matters. Accordingly, our audit included the
performance of procedures designed to respond o our assessment of the risk of material misstatements of the
financial statements. The results of our audit procedures, including the procedures performed to address the

matters below, provide the basis for our audit opinion on the accompanying financlat statements.

Key Audit Matter

How the matter was addressed in the audit

Assessment of impairment of recefvables

As at 31 December 2018 the Group and Commission
elected to apply the simplified expected credit loss
model based on the probability of default approach
as permitted by IFRS 9. The application of the new
standard requires management to exercise
significant judgement In the determination of
expected credit losses, including those relating to
trade and other receivables, Management applies
significant judgement in the determination of
estimated future cash flows, probabilities of default
and forward locking economic expectations.

The Group and Commission has elected to apply the
simplified expected credit foss model based on the
probability of default approach as permitted by IFRS
9, The simpiified impalrment model Is based on the
provision underpinned by the debtors age analysis.

Impairment losses under this model are computed as
a product of historical prebability of default (PD), foss
given default (LGD), exposure at default (EAD) and
adjusted for relevant forward looking macro-
economic  fundamentals such as GDP  and
unemployment rates,

The allowance for ECLs on trade receivables was
considered to be of most significance to the current
year audit due to the 1% time adoption of the IFRS 9
requirements through application of the ECL
modelling technique,

Our audit procedures included the following:

e« We obtalned an understanding of
management's processes over credit
origination, credit monitoring and credit
remediation;

« We assessed the appropriateness of the
accounting  pollcies and  Impairment
methodologies applied by comparing these
to the requirements of {FRS 9 Financial
Instruments;

« We critically assessed the ECL models
developed by management Inciuding the
assessment of Kkey Judgements and
assumptions applied in the calculation of
allowances for impalrment;

«  We tested the mathematical accuracy of the
rmodels used by management;

« We assessed the reasonableness of forward-
looking information incorporated into the
cregit loss calculations considering the
multiple economic scenarios selected and
the weighting applied to each scenario;

e We challenged the parameters and
significant assumptions appiled in the
calculation modeis;

We also assessed the adequacy of the disclosures
regarding the allowance for impairment of trade and
other receivables in the financlal statements to
determine whether they were in accordance with
IFRS;
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Consistent with IFRS 9 presumption , the Group and
Commission considers debt that is 90days past due
to be in default. In calculating the overall PDs, the
Group and Commission first computes the probability
of debts moving from the previous aging bucket to
the next on a month by month basis. The PD for a

Disclosure with respect to the application of IFRS% in
determining the allowance for ECLs are disclesed in;

« Accounting Policy Standards, Changes,
amendments and Interpretations.
e Note 12 Trade and other receivables

debt in over 90 days past due is 100% since 90% past
due Is considered a default.

Other Information

The Commissioners are responsible for the other information. The other information comprises the
Commissioners Report. The other information does not Include the consolidated and separate financial
statements and our auditor's report thereon. Our opinien on the consolldated and separate financial
statements does not cover the other information and we do not express an audit opinion or any form of
assurance conclusion thereon.

in connection with our audit of the consolidated and separate financial statermnents, our responsibility is to
read the other information and, in doing so, consider whether the other information is materially inconsistent
with the consolidated and separate financial statements or our knowledge obtained in the audit, or otherwise
appears to he materially misstated. if, based on the wark we have performed, we conclude that there is a
material misstatement of this other Informatior, we are required to report that fact. We have nothing to
report in this regard.

When we read the Annual Report, If we conclude that there is a material misstatement thereln, we are
required to communicate these to those charged with governance.

" Responsibilities of the Commissloners for the Consolidated and Separate Financial Statements

The Commissioners of Boiswana Meat Commission are responsible far the preparation and fair presentation
of the consolidated and separate financial statementis in accordance with International Financial Reporting
Standards and In the manner requirad by ihe Botswana Meat Commission Act (Chapter 74:04) and for such
Internal controf as the Commissloners determine Is necessary to enable the preparation oi consolidated and
separate financial statements that are free from material misstatement, whether due to fraud or error.

in preparing the consolidated and separate financial statements, the Commissioners are responsible for
assessing the Commission’s abillty to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting uniess the Commissioners either intend to
fiquldate the fund or to cease operations, or have na realistic alternative but to do so.

Auditor's Responsibilities far the Audit of the Consolidated and Separate Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated and separate financial
statements as a whole are free from materlal misstatement, whether due to fraud or error, and to {ssue an
auditor's report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with ISAs will always detect a materlai misstatement when
it exists. Misstatements can arise from fraud or error and are considered materlal If, individually or in the
aggregate, they could reasonably be expected to Influence the economic decislons of users taken on the
basls of these consolidated and separate financial statements.

As part of an audit in accordance with I1SAs, we exercise professlonal judgement and maintain professional
scepticism throughout the audit, We also:

Identify and assess the risks of material misstatement of the consolidated and separate financial statements,
whether due to fraud or error, design and perform audit procedures responsive to these risks, and obtaln
audit evidence that is sutficient and appropriate to provide a basls for our opinion. The risk of not detecting
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a material misstatement resulting from fraud Is higher than for one resuiting from error, as fraud may involve
coliusion, forgery, intentional omissions, misrepresentations, or the averride of internal control.

« Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate In the circumstances, put not for the purpose of expressing an opinion on the effectiveness of
the fund's internal contral.

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

« Conclude on the appropriateness of the Commisstoners’ use of the going concern basis of accounting and
based on the audit evidence abtained, whether a materlal uncertainty exists related to events or condlitions
that may cast significant doubt on the fund's ablity to continue as a going concern. if we conclude that a
material uncertainty exists, we are required to draw attention in our auditor's report to the related
disclosures In the consolidated and separate financial statements or, If such disclosures are inadequate, to
madify our epinion. Our conclusions are based on the audit evidence obtalned up to the date of our auditor’s
report, However, future events or conditions may cause the fund io cease to continue as a going concern.

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

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

« Obtaln sufficient appropriate audit evidence regarding the financlal information of the entities or business
activities within the group to express an opinfon on the consolidated and separate financial statements. We
are responsible for the direction, supervision and performance of the group and commission audit. We
remaln solely responsible for our audit opinion.

We communicate with the Commissioners regarding, among other matters, the planned scope and timing of the
audlt and significant aydit findings, including any significant deficiencies In Internal control that we identify
duripg our audit.

Ernst & Young

Practlsing Member: Bakani Ndwapi
Membershlp Number: 19980026
Certified Auditor

Gaborone
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BOTSWANA MEAT COMMISSION

STATEMENTS OF PROFIT AND LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2018

REVENUE

Freight, storage and other selling expenses

Livestock and mesat costs

Fair Value Loss on biclogical assets

Fair Value Gain on investment property

Production and administration cosis

tmpairment of Trade and Other Recelvables

Government Subvention
Loss oh renegotiation on Government loan

Qther costs
Cther income

Share of profit of associates

impairement of Investment in Associate

OPERATING DEFICIT

Finance costs

Finance income

DEFICIT BEFORE TAXATION
Taxation

DEFICIT FOR THE YEAR

Cther comprehensive Incomef{loss)

ltems that will not be reclassifiad subsequently to
profit or loss:

Revaluation of Property, Plant & Machinery

[tems that will be reclassified subsequently lo

profit or loss:
Foreign Currency Translation Reserve

Other comprehensive (Joss)income

TOTAL COMPREHENSIVE LOSS FOR THE YEAR

Consolidated

Commission

2018 2017 2018 2017
NOTES P'000 P00 P'000 P'000
1 996,107 1,052,400 967,083 1,022,937
(74,242) (84,794) (57,475) (67,555)
(817,361) (768,569)  {817,361) (768,569)
704,535 199,037 92,246 186,813
10 - (4,728) - (1,728)
8 426 74 - -
(352,782) (397,008)  (328,551) (381,985)
(5,753) . (5,753) -
179,000 - 179,000 -
- (10,655) - (10,855}
2 244 {10,867) (17,502) (8,708)
2 4,250 7,247 3,633 4,843
9 - 1,788 - -
{159) - - -
(70,239) (212,200} (76,924) (271,419)
5 (10,392) (27,902) {13,438) (30,969}
338 2,468 298 240
(80,293) (237,635} {90,063) (242,148)
6 (1,475) (841) - .
(81,769) {238,475) {90,063) [242,148)
7 - (222,034) - (222,034)
4,976 (43,095) - .
4,976 (235,130) - (222,034}
176,793) [473,604) {90,063) (464,182)

-6-




BOTSWANA MEAT COMMISSION
STATEMENTS OF FINANCIAL POSITION
AS AT 31 DECEMBER 2018

Consolidated

Commission

2018 2017 2018 2017
Notes P'000 P00 P'000 P'000
ASSETS
Non-current assets
Property, plant and equipment 7 243,993 265,040 171,210 184,242
investment property 8 10,200 9,774 - -
Investments in Subsidiaries and Asscciates 9 10 1,954 7,484 7,484
254,202 276,767 178,694 191,726
Current asseis
Biclogical assels 10 - 18,878 - 18,878
inventories 11 83,687 86,054 83,128 85,334
Trade and other receivables 12 81,449 80,851 64,517 102,276
Prepayments 5,593 6,159 4 889 4,585
Amounts due from group companies 24.1 - - 22,776 4,208
Gash and cash eguivalents 13 18,974 30,555 2,812 7,290
189,403 222 498 178,103 222 572
Total assets 443,606 499,264 356,797 414,298
RESERVES AND LIABILITIES
RESERVES
Capital reserves 707,853 116,257 659,740 68,144
Loan redemption reserve 285,066 255,063 285,066 255,066
Development reserve 3,462 3,256 3,462 3,256
Stabilisation reserve 390 390 390 390
Foreign Currency Translation Reserve (12,615} {17,591) - -
Foreign exchange stabilisation reserve 19,294 19,294 - -
Asset revaluation reserve 181,224 181,224 123,123 123,123
Accumulated deficit (1,148,929) {1,030,691) (1,177,014) {1,050,485)
Total reserves/{deficit) 35,745 (472,798) (105,234) (600,508}
LIABILITIES
Non-current liabilities
Borrowings 15 32,700 471,503 32,700 471,503
Deferrad iax liability 16 10,742 12,655 - -
43,442 484,158 32,700 471,503
Current liabilities
Taxation payabie 6 980 1,230 - -
Trade and other payables 17 312,034 137,112 309,061 128,965
Armounts due to group companies 242 - - 74,617 65,027
Bank overdrafts 14 42,282 213,618 39,837 213,366
Borrawings 15 9,112 135,942 9,112 135,942
364,418 487,902 429,327 543,300
Total liabilities 407,860 972,062 462,027 1,014,803 |
Total reserves and liabilities 443,608 499,264 356,797 414,298
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BOTSWANA MEAT COMMISSION
GROUP ACCOUNTING POLIGIES (CONTINUED)
31 DECEMBER 2018

1.GENERAL INFORMATION

Botswana Meat Commission {("BMC®) is a Parastatal and was esiablished in 1965 to promote the development
of the country's livestock industry and the sale of the country’s beef and related producis giobally. Its
headquarters are in Lobalse. The premises are an integrated complex housing an abattoir, cannery and by-
products piant as well as a tannery. Besides owning three abattoirs in Botswana, BMC has cold storage
facilities (subsidlary) in South Africa with marketing subsidiaries in the United Kingdom and South Africa.

2.BASIS OF PREPARATION

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

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 aceounting judgements and key sources of estimations of uncertainty™.

3. Statement of Compliance

The Grotip and Commissian financial statements have been prepared in accerdance with the International
Financial Reporting Standards (IFRS). The financlal statements have been prepared under the historical cost
convention as modified by certaln assets and liabifities at fair value. The preparation of financial statements in
conformity with [FRS 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 pollcies. These areas invoiving a higher
degree of judgment or complexity, or areas where assurnptions and estimates are significant to the Group's
financial statements are disclosed in the “Critical estimates and agssumptions” section of the financial
statements. Estimates and judgments are continually evaluated based on historical experienca and other
factors, including expectations of future events that are believed ic be reasonable under the circumstances,

4.BASIS OF CONSOLIDATION
a) Investments in Subsidiaries

Subsidiaries are all entities over which the Cemmission has the power to govern the financtal and operating
palicies generally accompanying a shareholding of more than one half of the voting rights. Subslidiaries are fully
consoiidated from the date on which controi is transferred to the group. They are de-consolidated from the date
that control ceases. At a commission level the subsidiaries are measured at cost.

The acquisition of subsidiaries is accounted for using the purchase method. These are measured at cost at
company level. The cost of an acquisition is measured as the fair valye of the assels given and the amount of
any non controiling interest in the acquire. The excess of the cost of acguisition aver the fair value of the net
assets of the subsidiary acguired 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 ar 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 assefs
transferred. The accounmling policies of the subsidiaries have been changed where necessary to ensure
consistency with the policies adopted by the Group.

b} Investment in Associates

An associate is an entity in which the Commission has significant influence but not controi, generally
accompanying & shareholding of between 20% and 50% of the voting fights. investments in associates are
accountad for using the equity method of accounting and are initially recognised at cost at company level.
Under the equity methed, the Group's share of the post-acquisition profits or losses of asscciates is recognised
in Profit and Loss and its share of post-acquisition movements in reserves s recognised in reserves. The
cumulative post-acquisition movements are adjusted against the carrying amount of the invesimenti. When the
Group’s share of losses in an associale equals or exceeds Its interest in the associate, the Group does not
recognise furiner losses, unless it has incurred obligations or made payments on behaif of the associate. The
associate is measured at cost.
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BOTSWANA MEAT COMMISSION
GROUP ACCOUNTING POLICIES (CONTINUED)

31 DECEMBER 2018

INVESTMENT IN ASSOCIATE (CONTINUED }

Unrealised gains on transactions between the Group and its associates are sliminated to the extent of the Graup's
interest in ihe associates. Unrealised losses are alsc efiminated unless the transaction provides evidence of
impairment of the asset transferred. The accounting pelicies 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 invesiment. 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.

5.FOREIGN CURRENCY TRANSACTIONS

a) Functional and presentation currency

ltems included in the financial statements of each of the Group's entities are measured using the currendcy 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.

b) Transactions and balances

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

Unrealised gains on transactions between ihe Group and its associates are eliminated to the extent of the Group's
interest in the assoclates. 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 io
ensure consistency with policies adopted by the Group. .

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

6. 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 liabilifles for each statement of financial position presented are translated at the closing rate at the
reporiing date;
Income and expenses for each Profit/Lass item are translated at average exchange rates; and

+ Al resulting exchange differences are recognised as Other comprehensive Income in a separate component of
equity in the foreign currency translation reserve.

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 recerded in
equiity are recognised in profit or loss as part of the gain or logs on sale.

-12-
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BOTSWANA MEAT COMMISSION
GROUP ACCOUNTING POLICIES (CONTINUED)
31 DECEMBER 2018

7. INVENTORIES

a) Finished goods
Inventoties are stated at the lower of cost and net reafisable 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; and
+ By-products are valued at average cost of production. :

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

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

8. PROPERTY, PLANT AND EQUIPMENT

All categories of property, plant and equipment except far land and buildings and plant and machinery are stated at historical cost lest
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 les:
subsequent depreciation and impairment. The fair values are determined by Independent valuss every 3 to 5 years. Capital work it
progress is stated at cost net of impairment losses if any. Work in progress will not be depreciated until the asset is placed under use.

Subsequent costs are included in the asset's carrying amount or recognised as separate assets, as appropriate, oniy when it is probable
that future economic benefits associated with the itern will flow to the Group and the costs of the item can be measured refiably. Repair
and maintenance are charged to profit or ioss dusing the financial period in which they are incurred. The cost of major renovations i
included In the carrying amount of assets when it is possible that future economic benefits will flow fo the Group. Major renovations art
depreciated over the remaining useful life of the related assets.

Freehold land is not depreciated. Leasehold land is written off over the peried of the lease. Depreciation on other assets is calculatet
using the straight-line method to aflocate thelr cast to their residuai vaiues over the estimated useful lives, as presented below,

Buildings 15-20 years;

l.easehold, Land and buildings the shorter of the lease period or 15-20 years;
Plant and machinery 5-15 years;

Vehicles 3-10 years;

Furniture, fittings and equipment 5-7 years, and

Computer equipment 3-5 years.

Pyoperty, plant and eguipment's residual values and useful lives are reviewed at each reporiing date. If appropriate, adjustments art
made and accounted for prospectively as a change in estimate.

IMPAIREMENT OF NON FINANCIAL ASSETS

The Commission assess at the end of each reporting period whether there is an indication that an asset may be impaired. If suck
indication exists, the Commissian estimates ihe recoverable amount of the asset Jf it is not possible to estimate the recoverable amoun
of the individuai asset, the recoverable amount of the cash generating unit to which the asset belongs to Is determined.

The recoverable amount of an asset is the higher of ita fair value less cost to sell and its value in use. If the recoverabie amount of at
asset is less than its carrying amount , the carrying ameunt of the asset is reduced to its recoverable amount. That reduction is ar
impairment loss.

The Cormmission assesses at each reporting date whether there is an indication that an impairment loss recognised in prior periods fo
assets may no lenger exists or may have decreased, If any such indication exists, the recoverable amounts of those assets art
estimated.

The increased carrying amounts of an asset attributable to a reversal of an impairment loss is limited to the carrying amount that woult
have been determined had no impairment loss been recognised for the assets in prior periods.

A reversal of an impairment loss of assets carried at cost less accumulated depreciation is recognised immediately in the statement o

rm e e o e b T e
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PROPERTY, PLANT AND EQUIPMENT {Continued}

Gains or losses on disposals are determined by comparing proceeds with the carrying amount. Such gains o losses are included In profit or loss, An ftem of
property, plant and equipment and any significant part initiaily recognised is derecognised upon disposal or when no future econemic benefits are expected
from its use or disposal.

A revaiuation surplus is recorded in OCl and credited fo the asset revaluation surplus in equity. However, io the extent that it reverses a fevaluation deficit of
the same asset previously recognised in prefit ar loss, the increase is recognised in profit and loss. A revaluation deficil is recognised in the statement of profit
or loss, except to the extent that i offsets an axisting surplus on the same asset recognised i the asset revaluation surplus.

There is no annual transfer from the asset revaluation surplus to retalned eamings for the difference hetween depreciation based on the ravalued carrying
amount of the asset and depraciation based on the asset's ariginal cost. Upon disposal, any revaliation surplus relating to the particular asset being sold is
transferred fo retained earnings.

9. |AS 23: Borrowing Costs

Borrawing costs directly altributable to the acquisition, construction or production of an asset that necessarily takes a substantial period of ime fo get ready for
its intended use or sale are capltalized as part of the cost of the asset, All other borrowing costs are expensad in the period in which they occur, Borrowing
costs consist of interest and other costs that an eniity incurs in connection with the borrowing of funds.

a) Borrowing Costs Eligible for Capitalization

The barrowing costs that are directly atiributable to the acquisition, construction or production of a qualifying asset are those borrowing costs that wouid have
been avoided i the expenditure on the qualifying asset had not been made. When an enlity borrows funds specifically for the purpose of obtaining & particular
guslifying asset, the horrowing costs that directly relate to that qualifying asset should be disclosed.

10. IAS 7 LEASES

Leases are classified as finance leases whenever the ferms of the lease transfer substaniially all the risks and rewards of ownership of the lessee. All other
|eases are classified as operating leases.

a) The Group and Gommlssion as lessor .

Rentat income from operating leases is recognised on  straight-line basis over the term of the relevant lease. Initiaf direct costs incurred in negatiating and
arsanging an operating lease are added lo the carrying amount of the leased asset and recognised on a straight-line basis over the lease term.

b} The Group and Commission as a lessee

Operating leasse 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 econamic benefits from the leased asset are consumed, Contingent rentais arising under operating leases are
recognised as an expense in the peried in which they are incurred,

¢} The Group and Commission as a lessee

In the event that lease incentives are received to enter into aperating leases, such incentives are recognised as a liability. The aggregate benefit of incentives
is recognised as a reduction of rentat expense or a stralght-ine basis, except where ancther systematic basis is more representative of the lime pattern n
which economic benefiis from the leased asset are consumed. . .
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BOTSWANA MEAT COMMISSION
GROUP ACCOUNTING POLICIES
31 DECEMBER 2018

Sale and leaseback transactions: !

In the event of a sale and leaseback transaction, the requirements of IFRS 15 are applied to consider whether a performance cbligation is satisfled
to determine whether the transfer of the asset is accounted for as the sale of an asset;

If the transfer meets the requirements to be recognised as a sale, the seller-essee must measure the new Right-of-Use asset at the proportion of
the previcus carrying amourt of the asset that relates to the right-cf-usa retained. The buyeressor accousts for the purchase by applying
applicable standards and for the lease by applying IFRS 16;

if the fair value of consideration for the sale is not equal to the fair value of the asset, then IFRS 16 requires adjusiments to be made to the sale
proceeds. When the transfer of the asset Is not a sale, then the seller-lessee continues to recognise the transferred asset and recognises a
financiai liability equal to the transfer proceeds. The buyer-lessor recognises a financial asset equal to the transfer

The eftective date of the standard Is for financial years beginning cn or after G1 January 2019. The BMG expects to adopt the standard for the first
time on 1 January 2019. BMC is unable to reliably estimate the impact of the standard on the financial statement.

11.EMPLOYEE BENEFITS
The Commisslon operated a defined benefit pension fund for all eligible citizen employees unti 30 September 2014. The pian was converled to a
defined contribution plan effective 1 Qctober 2014.

a) 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 confributions if the fund does not hald sufficiant 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 exient that a cash sefund or &
reduction in the future payments is available.

h) Provisions, contingent assets and contingent liabilities

Provisicns are recagnised when the Group has a present chligation {iegal or constructive} as a result of a past

everit, it is probable that an outflow of resources embodylng economic benefits will be required to setile the

obligation and a rellable estimate can be made of the amount of the obligation, When the Group expects some of all of a provisicn to be
reimbursed, for example, under an insurance contract, the reimbursement is recognised as a separate asset, but only whan the reimbursement is
virtually certain. The expense relating to a provision is presented in profit or loss net of any relmbursement, If the effect of the time value of money
is material, provisions are discounted using a current pre-tax rate that reflects, when appropriate, the risks specific to the liability. When discaunting
is used, the Increase in the provision due to the passage of iima is fecegnised as a finance cost.

¢) Restructuring provisions

Restructuring provisions are recognised anly when the Group has a constructive obligation, which s when a

detafled formal pian identifies the business or part of the business cancemed, the location and nurmber of

employees affected, a detalled estimate of the assoclated costs, and an appropriate timeline, and the employees affected have been netified of the
plan's main features.

12.BIOLOGICAL ASSETS

Binlogical assets are measured at fair value less cost to sell at the end of each reporting period. Changes in the measurement of fair vaiue less cost
1o sell are included in profit or loss for the period in which they arise. All costs incurred in maintaining the assets ara included in profit or loss for the
period in which they arise. Falr vaiues of jivestock held for slaughter are determined hased on the cost of purchase of the animals, costs of feeding
the animals, commission pald to buysrs for the caitle and the transportation costs. The tair value of livestock after slaughter are determined based
on: actual weights of the catile at reporting dates. sale price obtainable frem abattoirs per coid dress mass. The cold dressad mass Is based on the
same rates paid by the commission to the private farmers .The Commissloners consider this to be a rellable estimate of the Fair value of the animals
at the reporiing date. The commission did not have any Biclogical assets as at year end as Management made a decision 1o discontinue

feediotting and pracure catlle directly for slaughter. This was on the basis that cashflows were ted in the Biological assets due to the duraticn in
which the cattie had to be kept to mature at 90 days.

13.GOVERNMENT GRANTS

Govemment grants from the Republic of Batswana are recognised where there is reasanable assurance that the grant wilt be received and all
conditions wilt be complied with. When the grant relates to an expense ftem, it is recognised as income on & systematic basis over the periods that
the related costs, forwhich it is intended to compensate, are expensed. When the grant relates io an asset, it is recognised as income in equal
amounts over the expected useful life of the related asset. .

When the Group recelves grants of non-monelary assels, the asset and the grant are recorded at nominal amounts and released o profit or loss
aver the expecled usaful Tife of the asset, based an the pattern of consumgption of the benefits of the underlying asset by equal annual instaiments.
Government awards Botswana Meal Commission interest free foans. The benefitis accounted as a govemment grank. Govermnment grants for 2018
1o the Commission totalled 179 Milfion. These funds were for payment of farmers.
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BOTSWANA MEAT COMMISSICN
GROUP ACCOUNTING POLICIES (CONTINUED)
31 DECEMBER 2018

14 INVESTMENT PROPERTY

The investment property, comprising a filling station, warehouse, workshop and angillary offices all located in the
same place owned by a subsidiary of the Commission, is held for long-term rental yields and is not occupied by the
Group. These are located at Gaborone, Botswana Plot 21982 Block 10.The Investment Property is measured initially
at cost plus transaction costs. The Investment property is carried at fair value at the end of each reporting pericd. The
fair value gainfloss is recognised in the statement of profit/Loss . The fair value of the properly is determined every
year by an external qualified valuer contracted by the group and it covers the filling station, warehouse, workshop and
anciliary offices. .

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.

15, RELATED PARTIES

Related parties are defined as those parties that:

(a) directly, or indirectly through one or mare 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 Cammission; or

(b) are members of the key management personnel of the Commission including close members of their families.

16, TAXATION
Income tax expense represents the sum of the tax currently payable and deferred tax.

a) Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit as reported in profit
or loss 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 anacted by the end of the reporting period.

h) 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 llabilities
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 liabllities 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 Habilities 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 alf or part of the asset to be
recovered.

-16-
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BOTSWANA MEAT COMMISSION
GROUP ACCOUNTING POLICIES (CONTINUED)
31 DECEMBER 2018

TAXATION - CONTINUED

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the periad 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
recaver 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 liabilites and when they relate to income taxes levied by the same taxation authority and the
Group intends o settle its current tax assats and liabilities on a net basis.

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

Current tax assets and current tax liabilities are offset if a legally enforceable right exists to set off the recegnised
amounts, and ihe Group intends fo settle current tax assets and current tax liabilitles on a net basis

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 cireumstances change. The adjustment is
either treated as a reduction in gocdwill (as long &s it does not exceed goodwil) if it was incurred during the
measurement period or recognised in profit or loss.

¢) Current and deferred tax for the peried

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.

Current and deferred tax are recognised as an expense of income in profit or loss, except when they relate to itemns
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 pusiness combination. In the case of a business combination, the tax
effect is included in the acceunting 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 foreseeabie 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 difierence arises from the initial recogrnition of an
asset or Hability in a transaction that is not a husiness combination and, at the time of the transaction, affects neither
the accounting prefit nor taxable profit or loss; and

+ In respect of deductible temporary differences associated with investments in subsidiaries, assoclates and interests
in joint arrangements, deferred tax assets are recognised only to the extent that it is probable that the temporaty
differences wil reverse in the foreseeable future and taxable profit will be available against which the temporary
differences can be utilised.
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BOTSWANA MEAT COMMISSION
GROUP AGCOUNTING POLICIES (CONTINUED)
31 DECEMBER 2018

CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION OF UNCERTAINTY
Significant accounting judgements, estimates and assumptions

The preparation of the Group's consalidated 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
satimates could result in outcomes that require a material adiustment to the carrying amaunt of assets or liabilities
affected in fuiure periods.

In the process of applying the Group's accolnting 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 fine items.

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date,
that have = 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 fuiure developments, however, may
change dus to market changes or cirournstances arising that are beyond the control of the Group. Such changes
are reflected in the assumptions when they oceur.

The Commission makes assumpiions concerning the future. The resufting 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 staterents requires Management to make judgerments,
astimates and assumptions that affect the reported amounts of revenues, expenses, assets and Habilities, and

the accompanying disclosures, and the disclosure of contingent fiabilities. Uncertainty about these assumptions and
estimates could result in outcomes that require a material adjustment to the carrying amaunt of assets or liabilities
affected in future periods.

47. Useful lives and residual values for property, plant and equipment

Property, piant and equipment are depreciated over its useful life taking into account residual values where
appropriate. The actual useful fives 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 technologicai innovation,
product life cycles and mainienance programmes are taken into account, Residual value assessments consider
issues such as future market conditions, he remaining life of the asset and projected disposal values.

The residual value of an asset is determined by astimating the amount that the entity wotld 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 astimation of the useful life ang residual value of an assstis a
matier of judgement based on the past experience of the Commission with similar assets and the intenticn of
Management.

18, FAIR VALUE MEASUREMENT

A number of assats and liabiiities inciuded in the Group’s financial statements require measurement at, and for

disciosure of, fair valus. The fair value measurement of the Group's financial and non-financiai assets and liabilities

utiises 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}.

Lavel 2: Obeervable direct or indirect inpuis other than Level 1 inputs.

Level 3:Unobservabie inputs (i.e. nat derved from markst 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 ltem. Transfers of items between levels are recognised in the period

they oceur.

The Group measure a number of items at fair value:

- Investment Property;

-Property, Plant and Machinery; and

-Biological Asssts,
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GRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION OF UNCERTAINTY (CONTINUED)
19. Amortised cost of interest -free loans

For all financiat insiruments measured at amortised cost and Interest-bearing financial assets classified as falr value through other
comprehensive Income. 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 shorler pericd, where appropriate, to the net carrying amount
of the financial asset. [nterest income is included in finance income in the statement of profit or joss and OCL. The judgme nt on the interest -free
loan is that you use market Interest rates. The market inlerest rate Impacts the movement as either a change in an estimate or a derecognition of
the loap and recognifion of a new loan. All the interest free loans were obtained from government and the leans have all been converted to equity
as at year end. This was a move taken by government as part of its support in transforming BMC into a profitable organisation.

20. Measurement of the expected credit Joss alfowance

The measurament of the expacted credit loss allowance for financial assets are measured at amortised costis an area that req uires the use of
complex models and significant assumptions about fuure economic conditions and credit behaviour (e.g. the fikefihocd of customers defaulting
and the resulting losses).

A number of significant Judgements are also required in applying the accounting requirements for measuring ECL, such as!

Choosing appropriate models and assumptions for the measurement of ECL;

Estabiishing groups of similar financial assets for the purposes of measuring ECL.
21. Debtors Impairment

The adoption of IFRS 9 has changed the group accounting for impairment losses for financial assets by replacing 1AS 3¢'s incurred loss model
with a forward locking expected credit loss (ECL) madel. IFRS 9 requires the group to recognise an allowance for ECL'S for ail debt instruments
not held at fair value through profit or foss and contracts assets. The group applied the simplified appreach model to determine its impairment for
debtars using historical data.

The idea behind a pravision matrix is to estimate expacted credit losses (ECLs) based on the “age’ of recaivables,

a) Determining the probability of default rate

To detsrmine the historic rate, we obtained detailed payment listing for all credit sales that occurred in: the lasi financial year, Aged the payment
listing into the different buckets as an indicator for default e.g., paid within 30 days, between 30-80 days, efc. We Determined the outstanding
deblors based on the payment profile and determined the aciual amount of bad dekts on credit sales that oceurred during the last financial year.
The historical default rate is bad debis as a percentage of aging debtors age band. The process is detailed below:

1. Short tesm receivables are firstly grouped by region .

2. A minimum of 12 months summarized aged analysis of data is required (Debtors payments are allocated before the debtors aged analysis is
generated,

3.The summarized aged analysis is then used to caiculate a Probaility of Default (PD) for each aged bucket In order to develop a provision
mairix used to caicuiate the Expecled Credit Loss (ECL) under IFRS 9, the simplified model.

The Net Flow Rate Analysls Is based on a markov chain process, the states of he process being the days past due buckets of tha debt
outstanding. By characlerizing several buckets as an indicator for a defaull, @ PD can be calculated as the probability of an outstanding debt to
end up in such a bucket.

4.To incorporate the future iooking forward informaticn as required by the standard, the ,GROSS DOMESTIC PRODUCT (GDP) is used as the
macro economic factor,
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION OF UNCERTAINTY

22. 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 dispasal calculation is based on available data from hinding
sales transactions, conducted at arm’s fength, for simitar assets or observable market prices less incremental costs of disposing of the asset.
The valte In use calculation is based on a Discounted Cash flew model. The cash flows are derived from the budget for the next five years
and do not include restructuring activitles that the Group is not yet committed to or significant future investments that wil enhance the
performance of the assets of the CGU being {estad. The recoverable amount is sensitive te the discount rate used for the Discounted Cash
flow model as well as the expecled future cash-inflows and the growth rate used for exdrapolation purposes.

23, 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
cosis of producing the inventory inciuding costs of procuring the animals, costs of slaughter and cosis of packaging. The group considers
this to be a reasonable basis for estimating the value of the inventory.

24. Going Concern

The Commissior'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 31,
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25. Standards, Changes, amendments and interpretations.

a) Standards, Amendments adopted by the Organisation for the first time in 2018

The Group and commission appiied for the first time certain amendments to the standards, which are effective for annual
periods beginning on or after 1 January 2018, The Group and Commissicn has not early adopted any standards,
interpretations or amendments that have been issued but are not yet effective.

Standard! Interpretation  Title

Details

IFRS 9 replaced 1AS 39, Financial Instruments — Recognition and
Measurement and is effective for years beginning on o after January 1,
2018. The Commission does not have the option of delaying
implernentation until 2021 because this option is only reserved for
enfities whose predominate activities are insurance related.IFRS &
Financial Instruments fundamentally rewrites the accounting rules for
financial instruments. It introduces a new approach for financial asset
classification: a more forward-looking expected loss model and major
new.requirements on hedge accounting. The impact on BMC is the early
recognition of impairment losses on recelvables and loans including
trade receivables as an impairment has to be recognised even on
current receivables. There are also some significant new disclosure
requirements.

IFRS 9 Financial Instruments
IFRS 15 Revenus from
Contracts with
Customers
I}

IFRS 15 estabiishes a comprehensive framework for determining when
to recognise revenue and how much revenue to recognise. The core
principle in that framewaork is that a company shouid recognise revenue
to depict the transfer of promised goods or services to the customer in
an amount that reflects the consideration to which the company expects
to be entitled in exchange for those goods or services. IFRS 15 has had
a minimal impact on BMC revenue recognition as BMC does not have
any long term contacts with its customers. The impact is on the
disclosures.
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Standards, Changes, amendments and interpretations
96. \FRS 18 Revenue fromt Contracts with Cystomers - Effective far Perfods beginning 1 January 2018

{FRS 16 was Issued in May 2014, and amendad in April 2018, and establishas a five-step modal to account far revenus arising from contracts with custemers.
Under IFRS 15, revenus is racognized at an amount that reflects the consideration to which an entity expects lo be entited in exchange far lransferring goods
or sefvicas to a customer.

The new revenus standard superseded all current revenue rocognition requirements undsr IFRS. Either a full refrespactive application or & modifled
retrospective applicalion Is required for annual perlods beginning on or after 1 January 2018. Early adaption Is permiited. The Group has adopted the naw
standard on the required effective date and apolied It retrospectivaly, Curdng 2017, tha Group performed a delafted assessment of IFRS 16.The adoptien of
IFRS 15 did nol impact on the reporied revenus and the ravenuas are ic be reported as It was reported under IAS 18. Intarest income and dividends have
baen scaped out of the revenue standard, However, the adoplion of IFRS 15 has affected the disclosure of the accounting policy as a result of the principles
and guidance surrounding IFRS 15 which wilt culminate In a new accaunting policy an revenue, The dlsclosure requirements have been expanded and lhe
new stardards now gives more guldance on disclosures.

Tha group eams iis revenue from selling meat and its by-products and offers cold sterage and shipping servicas. The meat and by praducls and services are
sold balh an their own In separate identified contracts wilh customers. “The adaption of IFRS 15 has not impacted the reported revenus and the revenues are
reported as it was reporlad under IAS 18. However, the adoplian of IFRS 16 has not affected the ravenus recognition policy as a result of tha prnciples and
guidance surrounding iFRS 45 and the disclosure requirements of IFRS 15,

Revenue arises mainly from the sale of beef anc aliied beef products which consist of lhe foflowing product lines chilled, frozen, carcasses, canned, by-
products, hides, offal’s and live callie. ’

To determine whether ta recogniss revenue, the Cornmission follows a 5-step process:
Idenlify & conlract with a cusiomer;

ldentifying lhe performancs obligations;

Determining the iransaction prices;

Allocating the transaction price lo the performancs cbligations; and

Recagnising revenue when/as performance obiigation{s) are satlsfled.

The Gommission often enlers inte transactions Involving a range of Commission’s preducls and services, for example “besf and allied beef products” and
“cold storage and shipping fees’, In all cases, the total transaction price for a contract is allocated amangst ihe various perfomance chligations based on thelr
reiative stand-alena selling prices, The iransaction price for a contract excludes any ameunts collectad on behalf of third parties.

Revenus is recognised either at a poiat in ime when {or as) lhe Commigslon satisfies parformance obligations by transferring the promised goods of services
to its customers.

Tha Commission recognises contract liabiiities for congideration recelved in respect of unsallsfied parfomance abfigatiens and reports these amounts as
“Ganiract Liablilas” (under trade and ather payablss) In the statement of financial posilion. Similarly, if ths Commission satisfies a parformance cbligation
befora It raceives the consideration, the Commissioa racognises “Conlract roceivablesiContract assets” (under lrade and other raceivables) in its statement of
financial pesltion, depending on whather something olker than the passage of fime is required before tha consideration is due.

a) Beaf and aliled beef products

Ravenua from the sale of beef and besf related products for a fixad fee s recognised when or as the Commission transfers control of the assets to the
customer. Invoicas for goods o services lransfarred are dus batween 14 to 30 days upon recelpt by the custermer. For stand-alone salas of heef and besf
related products that are supplied directly to tha customer, without passing first through subsidlary conirol tranefers at the point in time the cuslomer takes
delivery of the gaods.

b} Cold starage fees and shipping fees

The Comrmission's cold storaga point in Cape Town operates a cold storage facllity and offers shipping services. The cold storage fadility and shipping
sarvices are considered lo bo a separate parformance obligation as they provide customars with a metadal right to slore and ship lhelr producis under
conirolled conditions thay would nof have secelved otherwisa. The Commission allccates the transaclion price between lhe matarial right to store and ship as
a parformance obligations identified in a contracl on a relative stand-alone seiling price basls. Revenue from the cold storage Is recognised an a dally basis
and revenue from shipping is recognised at a point goods are dispaiched from the cold storage and this is when contrel passes, The storage facility acls as
clearing and shipping agent to the different anlilies they provide senvices ta,

¢} Advances recalved from customers

Generally, ihe Group receives only short-term advances ffom Its customers. Thay are presanled as part of Trade and other payables, These advances areé
held as securly deposits in the customer accounls and offsets agalnst sales as and when [he customer buys.

d) Revenue from Contracts with Customers

If the custormer has an option to purchase & warranly separately (for example, because a warranty Is priced or negotiated separately), lhe wamanly Is a
distinciive service because the eniity promises to provide the servica lo tha customer In addttion to the product that has Ihe functionailty described in the
contract, in those circumstancas, an entity shall account for the promised wararnty as a paformance ahilgation and allocate a portion of the transaction price
lo the perfarmance obligation in aceordance with paragraph 73-86,

i a customar does nct have the option to purchase a warranty separately, an enlity shall accounit for the warmmaniy In accordance with 1AS 37 Provistons,
Contingent Liabilities and Conlingent Assets under the promised warranty, or a part of the promised warrenty, provides the customer with a service in addition
lo the assvrance (hat the preduct complies with the agreed upon spedificaticns.

The standard disiinguishes betwaen waranty providing assurance that a praduct mests agreed upon specifications { accounted for as a cost provision) and &
warranly providing for additionsl service {far which revenue will be deferred). Consideration af factors such as wheiher the warranly Is required by law, the
length of wamanly coverage perod and the nature of tasks the entity promises to perform: will be necessary to determina which type of warranty exist if a
customer can choose whethsr or not to purchase a waranly as an oplicnal axira, ihat warranty will always ba trealed as a separate servics. Where a
warraniy Is dstermined lo include both elements (assurance and senvice), the transaction prics is allocated to the product and sarvice in 4 raasonable maaner.
{if this Is not possitle, the whole warranly s treated as a service, It Is common for a wamanly to Inciuds bath elements.

The new provisions do nct have an Impact an lhe Commission. The sales contracts for the Commission at the moment does net give rise to a warranty that
provide additional service.
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Standards, Changes, amendments and interpretations {Continued)
27.1AS 18- Revenue Recognition - Effective for periods prier to 1 January 2018

Revenue comprises the value of the sale of goods and services, including property rentals and insurance premiums net of
value-added tax, rebates and discounts, and after eliminating sales within the Group. Revenue is recognised as follows:
Revenue from the sale of goods is recognised when significant risks and rewards of ownership of the goods are transferred to
the buyer.

Revenue from rendering of services is hased on the stage of completicn determined by reference fo services performed to date
as a percentage of total services lo be performed.

Interest income Is recognised on a time proportion basis, taking account of the principal outstanding and the effective interest
rate over the pericd to maturity, when it is determined that such income will accrue to the Group.
Oividends are recognised when the right to receive payment is established being the declaration of the dividend.

Govermnment grants are only recagnised when there is reaschable assurance that the conditions attaching lo them have been
or will be complied with and the grants wili be received. They are recognised as income, using the income approach method,
over the periods necessary to match them with the related costs, which they are infended to compensate. Government granis
receivable as compensation for expenses or ipsses already incurred or for the purpose of giving the Commission immediate
financial suppori with no fulure related costs are recognised as income in the period in which they become recelvable.

a) Accounting for Warranties

b} Under IAS 18: Revenue - There is no specific guidance for the accounting of warranties, The provisicns for waranties are
recognised at the date of the sale of the relevant preduct , using the best estimate of expenditure the Commission required to
settie the chligation of the group.

28. Amendment to [AS 1 & IAS 8 - Amendment to definition of Materiality

The Intermational Accounting Standards Board (IASB) has lssued ‘Definition of Material (Amendments to IAS 1 and 1AS 8)' to
darify the definition of 'material’ and to align the definition used in the Conceptual Framework and the standards themselves.
Information is materal if omitting, misstating or obscuring it could reasonably be expected to influence decisions that the
primary users of general-purpose financlat statements make on the basis of those financial statements, which provide financial
information about a specific reporting entity.

Three new aspects of the new definition should especially be noted:

Obseuring. The existing definition only focused on omitting or misstating information, however, the Board concluded that
obscuring material information with information that can be omitted can have a similar effect could reasonably be expected to
infiluence. The existing definition referred to 'could influence’ which the Board feit might be understood as requiring too misch
information as almost anything ‘could’ influence the decisions of some users even if the possibility is remote.

Primary users. The existing definition referred only to 'users' which again the Board feared raight be understood too broadly as
sequining to consider ail possible users of financial statements when deciding what infermation ta disclose.

a) The amendments stress especially five ways material information can be obscured:

i the language regarding a material item, transaction or other event is vague or unclear,

if information regarding a material itern, transaction or other event is scattered in different places in the financial statem ents;
if dissimilar items, transactions or other events are inappropriately aggregated,

i similar items, transactions or other events are inappropriately disaggregated; and

if naterial information is hidden by immaterial information to the extent that it becomes unclear what information is matedal.

¢) Effective date

The amendments are effective for annual reporting periods beginning on or after 1 January 2020. Earfier application is
permitted.
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Standards, Changes, amendments and Interpretations (Continued)
29. [FRS 9 FINANCIAL INSTRUMENTS - (Effective for periods beginning 1 January 2018)

The Group has adopted IFRS 9 as issued by the IASB in Juiy 2014 with a transition date of 1 January 2018, which resulted in
changes in accounting policies and adjustments to the amounts previously recognised in the financial statements. The Greup
did not early adopt any of IFRS 9 in previous periods.

As pemmitted by the transitional provisions of the standard, the Group elected not to restate comparative figures. The
comparative period notes disciosures repeat those of disclosures made in the prior period. Any adjustments to the carrying
amounts of financial assets at the date of transition were recognised in the opening retained earnings. The Group does not
hedge its financlal risks and therefore hedge accounting is not relevant. The adopticn of IFRS 9 has resulted in changes in our
accounting policies for recognition, classification and measurement of financial assets and impairment of financial assets. Set
out below are disclosures relating to the impact of adoption of IFRS 8 on the Group.

The following explains how appiying the new classification and measurement requirements of IFRS 9 led to changes in
classificaiton and measurement of certain financial assets held by the Group.

Area and Potential Impact of /[FRS 9: Financial Instruments — Recognition & Measurement
[Classification & Measurement impact explained as at 1 January 2018 date of initiai application]

Cash & cash equivalent: These financlal asset are classified as loans & receivables and measured at amortised cost under
IAS 39. Under IFRS 9, these assets continue: to be measured at amortised cost because they satisfy the sclely payments of
principal and Interest (SPP!) and business modei test for classification as amortised cost. Cash & cash equivalent are subject
to impairment under both IAS 39 and IFRS 9. As at 31 December 2017, the impairment provision under |AS 39 was nil as
there was no objective evidence of impairment,

The Graup has elected to the apply the simplified approach for impairment of cash & cash equivalent because the of lifespan
of these assets Is less than 12 months. The Commission has adopted the provision matrix contained in implementation
guidance to IFRS 9 as its impairment methodology.

Historical default rates on deposits held in banks is nil. The review of relevant forward looking macre-economic factors does
not suggest possible defaults on bank deposits and consequently no provision has been raised on adoption of IFRS 9 and at
the year end.

Trade & other receivables: The Commission has elected to the apply the simplified approach for impairment of cash & cash
equivalent because the of lifespan of these assets is less than 12 months. The Group has adopted the provision matrix
contained in impiamentation guidance to IFRS 9 as its impairment methodology.

For purposes of measuring the expected credit loss (ECL), trade receivables have been segmented by customer type to
reflect similar cradit risk. The impairment allowance has Increased by P8 million on 1 January 2018 as resuit of adopting IFRS
8. The increase refiects a high probability of default on the basis of historical credit risk information across all customer
profiles. In the short-term, we do not expect the macro-economic factors such as the GDP to affact expected default rates.
The defaults rates applied in the caiculation of expected credit losses are based en historical credit rlsk information of
customers and GDP as basis of incorporaling forward looking informatien into the model .

Financial Liabilities: IFRS 9 does not have an impact on financial liabilities as they were previously held at amortised
cost and will continue to be recognised at amortised cost.

a) Financlal assets and liahilities

Measurement methods

Amortised cost and effective interest rate

Financial Instruments are initially measured at Fairvalue and subsequently at amortised cost. The amortised cost is the
amount at which the financial asset or financial liability is measured at initial recegnition minus the principal repayments, plus
or minus the cumulative amortisation using the effective interest method of any difference between that initlal amount and the
maturity amount and, for financial assets, adjusted for any loss allowance.

The effective interest rate is the rate that exactly discounts estimated future cash payments or receipts through the expected
iife of the financial asset or financial liability to the gress carrying amount of a financial asset {l.e. its amortised cost before any
impairment allowance) or to the amortised cost of a financial liabifity. The calculation does not consider expected credit losses
and includes transaction cosis, premiums or discounts and fees and points paid or received that are integral to the effective
interest rate, such as origination fees,

When the Group revises the estimates of future cash flows, the carrying amount of the respective financiat assets or financial
liability is adjusted to reflect the new estimate discounted using the original effective interest rate. Any changes are recognised
in profit or loss.
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IFRS 8 FINANCIAL INSTRUMENTS - (Effective for periods heginning 1 January 2018 - Continued

b} Interest Income

Interest income Is calculated by applying the effective interest rate to the gross carrying amount of financial assets and recognised on an accrual basis.
¢} Initial recognition and measurement

Financial assets and financial liabilities are recognised when the entity becomes a party 1o the contractual provisions of the Instrument.

At inftial recognitlon, the Group measures a financial asset of financiat lizbllity at its fair value plus or minus, in the case of a financial asset or financial
liability not ai fair value through profit or loss, transaction costs that are incremental and directly atiributable to the acquisitien or issue of the financial
asset or financial fiability, such as fees and commissions. Transaction costs of financial assets and financial labllities carried at fair value through profii or
loss are expensed in profit or loss. Immediately after Initial recognition, an expected credit loss allowance (ECL) is recagnised for financlal assets
measured at amortised cost which results in an accounting loss being recognised in profit or loss when an asset is newly ariginated.

When the fair value of financlal assets and llabilities differs from the transaction price en initial recognitlor, the Group recognises the difference a3 follows:
(2) When the fair value is evidenced by a quoted price In an active market for an identicat asset or liability (i.e. a Level 1 input) or based ona valuaticn
technique that uses only data from observable markeis, the difference is recognised as a gain or loss.

(b) In ali other cases, the difference is deferred and the timing of recagnition of deferred day one proiit or loss is determined individually, It is either
amorlised over the life of the instrument, deferred until the instrument's fair value can be determined using market obsarvable Inputs, or realised through
seltlement,

d) Financial assets
Classification and subsequent measurement

From 1 January 2018, the Group has applied IFRS 9 and classifies its financlal asseis as amertised cost, An example of BMC's financial assets held at
amortised cost are, Cash and cash equivalents, Trade and other receivabies and amounts due from group companies.
The classification requirements for asset measured at amortised cost are described below:

) Amurtised cost: Assets that are held for coilection of contractual cash flows where those cash flows represent solely payments of principal and
interest ("SPPIY, and that are not designated at FVPL, are measured at amortised cost. The camying amount of these assets is adjusted by any axpected
credit loss allowance recognisad and measured using the simplified expected loss model. Interast income from these financial assets is included in
‘nterest and similar income' using the effective interest rale method.

1) Business model: the business model reflects how the Group manages the assets In order to generate cash flows. That is, whather the Group's
objective is sclely o collect the contractial cash flows from the assets or is to collect both the contractuai cash flows and cash flows arising from the sale
of assets. If nelther of these is applicable (e.g. financial assets are held for trading purposes}, then the financial asssts are classified as part of ‘other’
business model and measured at FVYPL. Factors considered by the Group in determining the business model for a group of assets include past
experience an how the cash flows for these assets were collected, how the asset's performance Is evaluated and reported io key management personnel,.
now risks are assessed and managed and how managers are compensated. '
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Standards, Changes, amendments and Interpretations (Continued)
IFRS 9 FINANCIAL INSTRUMENTS - (Effective for periods beginning 1 January 2018 - Continued

SPPI: Where the business model is to hold assets lo collact contractual cash flows er 1o collect contractual cash flows and sell, the Group assesses
whether the financiai Instruments’ cash flows represent solely payments of princlpal and interest (the 'SPPI test). In making this assessment, the Group
considers whether the contiactual cash flows are consistent with a basic lending arrangement i.e. infarest includes only consideration for the time value of
meney, credit risk, other basic lending 7isks and a profit margin that Is consistent with a basic lsnding arangement. Where ithe contraciual terms introduce
exposure to risk or volatility that are inconsistent with a basic lending asrangement, lhe related financlal asset s classified and measured at fair value
through profit or less,

The Group reclassifies debt Investments when and only when fis business model for managing those assets changes, The reclassfication takes place from
the start of the first reporting perlod following the changs. Such changes are expected to be very infrequent and none oceyrred during the period.

g} Cash and Cash Equivalent

Cash and cash equivaient comprise cash on hand, demand deposits and short-term, highly liquid investments readily convertibie to cash and subject to
insignificant risk of loss of valus. Cash and cash equivalent are measured at amortised cost.

h) impairment of financial assets

The Group recognises a loss allowance for expected credit losses (ECL) on Investments in debt Instruments that are measured at amortised cost which
include lease receivables, irade receivables and contract assefs. The amount of expected credit losses Is updated at each reporiing date fo reflect
changes In credit risk since Inftial recogniticn of the respective financial instrument. The Group congiders debt that is 80 days past due to be in default
consistent with the presumption in the basis fer conclusion te IFRS 9.

The Group always recognises lifelime ECL for trade receivables, coniract assels and lease receivables. The expected credit losses on these financlal
assels are estimated using simplifled ECL model based on the provision malrix, The ECL mode! takes into account the Graup's histericat credit loss
axperlence, adjusted for factors that are specific to the debtors, general economic conditions and an assessment of both the current as well as the forecast
direction of conditions at the reporting date. Lifetime ECL represents the expected credit losses that will resutt from all possible defaull events over the
expected Jife of a financial instrument.

i) Derecagnition of financial assets

The Group derecognizes & financial asset only when the contractuat rights to the cash flows from the asset explre, or when it transfers the financial asset
and substantially all the risks and rewards of ownership of the asset o another entily. If the Group neither iransfers nor retains su bstantigily all the risks
and rewards of ownership and continues te control the transferred asse, the Group recognises its retalned interest in the assat and an asscclated fability
for amounts it may have to pay. On derecognition of a financial asset measured at amortlsed cost, the difference between the asset’s camrying amount and
the sum of the consideration received and receivabie Is recognised in proflt or loss.

) Financlal liabllities

‘All financial llabiflties are measured subsequently al amortised cost using the effective Inferest method. The effective interest method Is a methed of
caleulating the amortised cost of a financial kabiiity and of zllocating Interest expense over the relevant perlod. The effective interast rate is the rafe that
exactly discounts estimated future cash payments (Including all fees and poinis pald or recsived that form an Integrat part of lhe effective Interest rate,
transaction costs and other premiums or discounts) through the expected life of the financiai llabllity, or {where appropriate) a shorter period, to the
amortised cost of a financial iability financial labilties held at amortised cost are: Trade payables, Borrowings, Amounts due to group companies and bank
overdrafts..

K) Derecognition of financial ifabifitles

The Group derecagnises financial llabliities when, and only when, the Group's obligations are discharged, cancelled or have expired. The difference
baiween ihe carrying amount of the financial liability derecognised and the consideration paki and payable s recognised In profit or less.
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NOTES TO THE CONSOLIDAYED AND SEPARATE FINANCIAL STATEMENTS (CONTINUED)
31 DECEMBER 2018

FINANCIAL INSTRUMENTS (CONTINUED)

Standards, Changes, amendments and laterpretations {Continued)

IFRS 9 Flnanclal Instruments - Effactive for perfods heginning 1 January 2018

The Group has adopted IFRS € as issued by the (ASE In July 2014 wilh a transilien date of 1 January 2018, which rasuited In changes in accounting policles and
adjustments to the amounts previously recognised in the financial statements, Tha Group did not early adopt any of IFRS 9 In previous pesiods,

As parmitted by ha transitional provisions of the standard, tha Group slected not to restale com
disclosuras made In the prior period, Any adjustments to the camying amounts of financlal assel

parative figures, The comperativa pericd notes dlsclosures repeat those of
s at the date of transitlan were recognised in the apening retained azmings.

The Group doss not hedgs lta financlal risks and thersfore hedge accounting Is oot relevant. The adoption of IFRS 8 has resulted In changes in our accounting poficies for

recagnition, classificalion and measuremant of financiai assets and Impairment of financiai asse
on: ine Group.

is, Set out below are digclosuras relating to the Impaci of adoption of IFRS 9

CONSOLIDATION
|AS 39 Measvrement Category IFRS 39 pubilshed IAS 39 | IFRS 9 Impairment|

Measuring | carrying amount change IFRS 9 carrylng

Gategory 2017 amount 1
Financial Asset Sanuary 2018
Cash & cash equivalent Amorised Cost (Loans & Recelvable}s  [Amortisad Cost 30,555 - 30,555
‘Trade and olhar receivables Amartised Gost (Leans & Recelvable)s  jAmorised Cost 73,961 6,259 67,702
Total Assets 104,516 5,259 98,257
Efnancial Liabilities
Short term borrowings Amortisad Cost (Loans & Recalvablels  [Amartised Cast 135,942 - 135,942
Long tern borowings Amortised Cost (Loans & Recalvable)s {Amorised Cost 471,503 - 471,503
Trade and other payables Amortised Cost {Loans & Recaivable)s  [Amorlised Cost 112,523 - 112,923
Bank Qverdrafts Amertse Cost (Loan Receivable) Amortised Cost 213,618 - 213,618
Tatal Liabilities 933,986 - 333,986

Amounts due to and from group companies have remained at amortlsad cost.
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BOTSWANA MEAT COMMISSION

GROUP ACCOUNTING POLICIES {CONTINUED)

31 DECEMBER 20118

Standards, Changes, amendments and interpretations {Continued)

30, IAS 39 - FINANCIAL INSTRUMENTS (Effective for Perfods Prior to January 20138)

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial fiability or equity instrument of ancther
entity.

a) Financlal assets

Initial recognition and measurement

Financial assets are classified, at initiai recognlticn, as financial assets at fair vaiue plus transaction costs that are at tributable to the
acquisition of the financial assel, loans and receivables, held-to-maturity investments, AFS financial assets, or as derivalives designated as
hedging instruments in an effeciive hedge, as appropriate.

Purchases cr sales of financial assets that require delivery of assets within a fime frame established by

regulation or convention in the market place (reguiar way trades) are recagnised on the trade date, i.e., the date that the G roup comrmits to
purchase or sell the asset.

subsequent measurement

Far purposes of subseguent measurement, financial assels are classified in four categories:
- Financial assets at fair value through profit or loss;

- Loans and receivables;

- Held-to-maturity investments; and

- AFS financial assels.

De-recognition

A financiai assel (or, where applicable, a part of a financiai asset or part of a group of similar financial assets) Is prima rily derecognised (Le.,
ramoved from the Group's cansolidated statement of financtal position) when:

The rights to receive cash flows from the asset have expired; and

Oor

“The Group has transferred its rights to receive cash flows from the assef or has assumed an obligation to pay the received cash flows In fuil
without material delay to a third party under a ‘pass-through’ arrangement; and either {a) the Graup has transferred substantialy ail the risks
and rewards of the asset, or (k) the Group has neither wransferred nor retained substantizlly all the risks and rawards of th e asset, but has
transferred control of the asset.

When the Group has transferred its fights o receive cash flows from an asset or has entered info a pass -through arrangement, it evaluaies [,
and to what extent, it has retained the risks and rewards of ownership. When it has neither sransferred nor retained substantially all of the risks
ard rewards of the asset, nor transferred control of the asset, the Group continues to recognize the iransferred asset to the exteni of its
continuing invoivernent. In that case, the Group also recognizes an associated llabiity. The transferred asset and the associ ated liability are
measured on a basis that reflects the rights nd chiigations that the Group has retained.

Continuing involvement that takes the form of & guarantes 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 lo repay.

h) impairment of financial assets

The Group assesses, at each reporiing date, whether there is objective evidence that a financlal asset or a greup of financia! assets is
impaired. An impalrment exists if one or more events that has accurred since the initial recognition of the asset {an Incue d oss event’), has
an impact on the estimated future cash flows of the Bnancial asset or the group of finandial assels that can be reliably estimaied. Evidence of
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Standards, Changes, amendments and interpretations {Continued}
31. IAS 39 - FINANCIAL INSTRUMENTS (Effective for Periods Prior to January 2018) - Continued

a) Financlal assets cariied at amortized cost

For financial assets carried at amortized cost, the Group first assessas whether impairment exists indivicually for financial
assets that are individually significant, or collectively for financial assets that are not individually significant. If the Group
determines that no cbjeciive evidence of impairment exisls for an Individually assessed financlal asset, whether slgnificant or
not, it includes the asset in a group of dnancial assets with simitar 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 & coliective assessment of impairment.

The amount of any impalrment 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 financlal 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 siatement of profit or foss and ather comprehensive income) continues {o
be accrued on the reduced carrying amount using the rate of interest used 1o 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. Y, in a subsequent year,
the amount of the estimated Impairment loss increases or decreases because of an event ccourring after the impairment was
recognized, the previously recognized impairment loss is increased or reduced by adjusting the allowance account, if a write-off
is tater recovered, the recovery is credited to finance costs in the statement of profit or loss and other comprehensive Income.

b) Financial Habilities

Al financiat Yabilities are measured subsequently at amortised cost using the effective interest method. The effective Interest
method Is a method of calculating the amortised cost of a financial liability and of allocating interest expense ovar the relevant
period. The effective interest rate is the rate that exactly discounts esiimated fufure cash payments {including all fees and
points paid or received that form an integral part of the effective interest rate, transaction costs and ather premiums or
discounts) through the expected life of the financial liability, or (where appropriate) a shorter pericd, to the amortised cost ofa
financial liahility.

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and anly when, the Group’s obligations are discharged, cancelled or have
expired. The difference between the carrying amount of the financial liabifity derecognised and the consideration paid and
payable is recognised in profit or loss.

22, 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 ‘Amortised cost’. Amortised Costs are measurad at using the effective interest method less any
impairment. Interest income is recognised by appiying the effective interest rate, except for short-term receivables where the
recognition of interest would be immaterial.

33. LOANS AND BORROWINGS

This is the category most relevant to the Group. After initial recognition, interest-bearing loans and harrowings are
subsequently measured at amortised cast using the Effective Interest Rate Method . Gains and losses are recognised in profit
or loss when 1he liabilities are de-recognised as well as through the affective interest rate amortization procass.

Amorlised 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 rale . The Effective interest rate amaoxtisation 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 initialy 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, consiruction or
preduction 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.
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BOTSWANA MEAT COMMISSION
GROUP ACCOUNTING POLICIES (CONTINUED)
31 DECEMBER 2018

Standards, Ghanges, amendments and interpretations {Continued)
IAS 39 - FINANCIAL INSTRUMENTS (Effective for Periods Prior to January 2018) - Continued

Borrowings obtained from the Govemnment of the Republic of Batswana at rates below the prevailing masket rates are initially recorded at fair value
and subsequently measured at amortisad cost, determined based on the effective yield method. Under this method, the amartised cost of the
borrowing is measured as the present valuz 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 recagnised in profit and joss when the borrowing is received and unwinds o
Interast 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 pericd in which they are incurred.

Borrawings are classified as current fabilities unless the Group has an unconditional right to defer settlernent of the liability for at least 12 months
after the reporting date.

34. Amendments to 1AS 40 Transfers of Investment Property

The amendments clarify when an entity should transfer property, inciuding property under censtruction or

deveicpment into, or out of invesiment property. The amendments state that a change in uss accurs when the property mests, of 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. These amendments do not have any impact ch the Group’s consolidated financial statements as
there was no transfar of invesiment property as at reporiing date.
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GROUP ACCOUNTING POLICIES (CONTINUED)
31 DECEMBER 2018

Standards, amendments and interpretations to existing standards but not effective for 31 December 2018 year-end and
have not been early adopted by the Group and Gompany:

35, Conceptual Framework
a} Status and purpose of the Conceptual Framework

As a reminder, the Conceptual Framework is nct a standard, and none cf the concepts goverride the concepts of requirements In
any standard, The purpose of the Conceptual Framework is to assist the Bioard In developing standards, to help preparers develop
consistent accounting policies where there 1s no applicable standard in place and to assist all parties to undersiand and interpret
the standards. ’

The 1ASE issued the revised Conceptual Framework for Financlal Reporfing (the revised Concepiual Framewaork) on 29 March
2018,

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

« The changes to the Conceplual Framewerk may affect the application of IFRS in situations where no standard applies te a
particular iransaction or event,

« The revised Conceptuat Framework is effective immediately for tha |AS8 and the IFRS interpretations Committee, For preparers
who develop accounting policies based an the Conceptual Framework, it is effective for annual periods beginning on or after 1
January 2020,

The revised Conceptual Framework includes soms new concepts, provides updated definitions and recognition criteria for assets
and liabilities and clarifles some importani concepts.

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

1. The Board reintroduced stewardship and clarified the resulting information need, This Is after users concems that their need to
assess Management accountability was negiected,

2. Usefut information must be refevant and must faithfuily represent the substance of the financial informatior. The Beard helleves
that prudence supporis neutrality of information and therefore describes prudence as ‘the exarcise of caution when making
judgrmenis under conditions of uncertainty;

3. A raperiing entity Is an entity that chooses, or is requited, to prepare financial statements, and is not necessarily & legal antity.
The Soard acknowledged that it does not have autherity to determine who must or should prepare financlal statements, but It
provides generai guidance what a reporting entity is;

4, The definition of an assets and a liability has been revised and provides two exempticns for applying the revised definitions of
both assets and liabiliies; and

5. New guidance has been provided o de-recognition of assets and Hiabilities.

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

« For an asset, when the entity loses confral of all or part of the recognised asset: and
« For a liability, when the entliy no longer has a present obligation for aff of part of the recognised fiabifity.

De-recognition should alm te faithfully represent those assets and liabilities retained after the iransaction, if any, and any change in
assets and llabilities as a result of the transaction that led to the de-recognition.

Consideraticn of different factors Is fikely o result in different measurement bases for different assets, liabilities, ince me and
expenses.

In developing the revised Conceptual Framework, the Board considersd whether a single measuremend basis should be mancated.
However, it concluded that different measurernent bases could provide ussful Information to users in different circumstances.
Therefore, two categories of measuremnsant pasis were dentified:

« Historical cost measurement hasis

. Current value measuremeant 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 bsing consldered for measurement; so, for an assed, this would be the cost incurred In: acquiringforeating
{he asset. For a liability, this wouid be the vaiue of the consideration received io incurflake on the liability. The historical cost of both
an assat and a liability will be updated over time to depici, 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 monstary information about elements, using information updated to reflect conditions at the
measurement date, Measurement bases may inciude fair value, value in use, fulfilment value and current cost. The description of
fair value in the revised Conceptual Framework is in line with IERS 13 Falr Value Mesastrement, and the descriptions of value In
use and fuliilment value are derived from |AS 36 Impairment of Assels.
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Standards, amendments and interpretations to existing standards but not effective for 31 December 2018 year-end and have
not been early adopted by the Group and Company: {continued):

36. IFRIC Interpretation 23 Uncerfainty over Jncome Tax Treatment

The Interpretation addresses the accounting for income taxes when iax 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 I 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 entily determines taxable profit (tax loss), tax bases, ynused tax losses, unused tax credits and tax rates; and
« How an entity considers changes in facts and circumstances,

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

An entity is 1o assume that a taxation authority with the right fo examine any amounts reportad to it will examine those amounts and will
have full knowledge of ail relevant information when doing se.

The !nferpretation may be applied retrospectively with the cumuiative effect of the initlal application recognized as an adiustment to
equity on the date of initial application. In this approach, comparative information is not restated. The date of initial application is the
heginning 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.

37.1AS 23 AMMENDMENTS
The amendments clarify that an entity treats as part of general borrowings any borrowing originally made to develop a qualifying asset
when substantially all of the activities necessary te prepare that asset for intended use or sale are complete.

Any entity appiies those amendments to Lorsowing costs incurred on or after the beginning of the annual reporting period In which the
entity first applies those amendments. An entity applies those amendments for annual reporting periods beginning on or after 1
January 2019, with the early adoption permitted . Since the Commission's current practice is in fine with these amendments, the
Gommisslon does not expect any effect on its consolidated statements.
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GROUP AGCOUNTING POLICIES (CONTINUED)
31 DECEMBER 2018

IFRS 16 Leases Amendments

|FRS 16 Leases is a new standard which repiaces 1AS 17 Leases, and introduces a single lesses accounilng model. The group
plans io adopt IFRS 16 on the required effective date. The group has performed an assessment of IFRS 16 on its processes, This
assessment is based en currenily 2vafiable information and may be subject to changes arsing from further reasonable and
supportable Informalion being made available lo the group In 2019 when the Group will adopt IFRS 16. Given the prospectve nalure
of appication of this standard, the exact impact cannot be fully modelled at this time. The maln changes szising from the issue of
IERS 16 which are likely o impact the Group are as follows:

a) BMC as a lessee;
Lessees are required to recognise a right-of-use asset and a lease liability for aif leases, excepl short term {eases or leases where
the undertying asset has a low value, which are expensed on a straight line or other systematic basls;

The cost of the right-of-use asset ncludes, where appropriate, the initial amount of the jease llability; jease payments made pricr {0
commencement of the lease less incentives received; initial direct costs of the lessee; and an estimate for any proviston for
dismanting, restoration and removal related to the underiying asset;

The lpase llability lakes Into consideration, where appropriate, fixed and variable lease payments; residual vaiue guarantees lo be
made by the lessee; exercise price of purchase options; and paymsnis of penaities for terminating the lease;

The right-of-use assetis subsequently measured on the cost model al cost less accumuiated degreciation and Impairment and
adjusted for any re-measurement of the lease Hability. However, right-of-use assets are measured at fair value when they meet e
definition of investment property and all other investment property is accounted for on the fair value model, If 2 right-of-use asset
selates fo a class of proparty, plant and equipment which is measured on the revaluation model, then that right-of-use asset may be
measured on the revaluation model;

“The lease llabllity is subsequenty increased by interest, reduced by lease payments and re-measured for reassessments or
modifications;

Re-measurements of lease liabilties are affected agalnst right-of-use assets, unless the assets have bean reduced o nil, in which
case further adjustments are recognised in profit ar loss;

The lease liabliity is re-measured by discounting revised payments at a revised rate when there Is a change In the lease termar a
change In the assessment of an cption to purchase the underlying assef;

The lease liability is re-measured by discounting revised lease payments at the original diseount rate when there Is a change in the
amounts expected to be paid in a rasiduat value guarantee or when there Is a change In future payments because of a change in
index ot rate used 1o determina those payrnents;

Certaln leass modifications are accounted for as saparate |easas. When lease modifications which decrease the scope of the lease
are not required to be accounted for as ssparate |ezses, then the lessee re-measures the lease liability by decreasing the canying
amaunt of the right of use of an assel o reflect the full or partial iermination of the lease. Any gain or loss relating to the full or
partial lermination of the lease is recognised In profit or lose, For all other lease modifications which are not required to be
accounted for as sepasaie leases, the lessee re-measures the fease liability by making a comesponding adjustment fo lhe right-of-
use assel; and

Right-of-use asseis and leass liabilfies should be presented separately frem other asssts and fiabilitles. i not, then the fine tem in
which they are Included must be disclosed. “This does not apply to right-of-use assets meeting ihe definition of Invesiment proparty
which must be presented within Invesiment property. IFRS 16 contains different disclosure requirements compared le IAS 17
leases.

1) BMC as lessorn
Accounting for leases by lessors remains simifar to the provisions of |AS 17 In that leases are classified as elther finance leases or
operaling leases. Lease dassification Is reassessed only if there has baen a muodification;

A modHication Is requirad to be accounted foras a separate lease if it bolh increases the scope of the lease by adding lhe fight to
use one of more underiying assets; and the increase In consideralion is commensurate to the stand alone price of the increase In
scope,

If a finance jease is medlfied, and the madification would aot qualify as a separate lease, bul the lease would have besn an
operating lsase If the modification was In effect from Inception, then the modification is accounted for as a separale lease. In
addition, the carrying amcunt of the underlylng assei shall be measured as the net investment in the lease immediately before the
sffective date of the modification. IFRS @ Is applied to all other medifications not required to be treated as 2 separate leass; and

Modifications to operating leases are required to be accourted for as new laases from the effeclive date of lhe modification.
Changes have giso been made to the disclosure requirements of jeasas in the lessor's financlal statemends.
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GConsolidated

Commission

2018 2017 2018 2017
P'000 P'000 P'000 P'000
1 REVENUE
- Sale of meat and allied meat products 967,083 1,022,937 967,083 4,022,937
Shipping from Cold store 29,024 29,453 - -
996,107 1,082,400 967,083 1,022,937
The Commission's revenue disaggregated by primary
geographical markets is as follows
For the year Ended 31 December 2018
Beef and Allied Meat Cold storags and
) Products shipping fees Total
Morway, Europe and United Kingdom 515,624 - 515,624
o RSA and other SADC countries 302,567 29,024 331,591
Botswana 148,892 - 148,892
Tatal 967,083 29,024 996,107
o For the year Ended 31 December 2017
i Beef and Allied Meat Cold storage and
Products shipping fees Total
Norway, Europe and United Kingdom 553,265 - 653,265
' RSA and other SADC countries 332,838 29,483 352,302
] Botswana 136,833 - 136,833
‘Total 1,022,937 29,463 1,052,400
2 QTHER GOSTS
i Net exchange {losses)/gains 231 (10,858) (17,514) (8,700}
1 Frafit¥{Loss)on disposal of property, plant and equipment 13 {8} 13 )]
1 344 10,867} A7 502) {8,708)
) OTHER INGOME
g Sundry Income 4,250 7,247 3,393 4,603
j |ncome frem related partles - Mapagement Fees - - 240 240
: 4,250 7,247 3,633 4,843
: Sundry Income comprises of siaughter fees and insurance claims
] 3 OPERATING SURPLUS
Operating surplug is stated after taking the
following into account:
Depreciaiion of property, plant and equipment 22,869 51,175 17,521 46,733
17 Fair vaiue gain from valuation of biojogical asseis - 1,728 - 1,728
Fair value |oss of investment property 426 74 - -
Auditor's remuneration 4,116 3,137 3,205 2,716
- cumrent 2,738 1,801 1,825 1,380
- prior year 1,380 1,336 4,380 1,336
Commissioners
- Fees and emoluments 161 2,295 161 2,295
- Expensas -
Cparating lease payments 2,218 2,187
Staff costs (note 4) 167,473 148,481 153,869 136,216
\ 4 STAFF COSTS
\Wages and salares 98,560 99,263 85,595 B7,851
Pension fund costs (Al pension fund costs relate o a defin 8,916 8,852 8,277 7,998
Staff allowances and other staff costs 54,997 40,366 59,997 40,365
167,473 148,481 163,869 136,215
5 FINANCE COSTS
Bank overdraft 1,872 1,299 1,706 1,223
Barrowings 8,521 26,603 8,521 26,603
Related parties - - 3,211 3,143
10,392 27,902 13,438 30,969
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NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS (CONTINUED)

Consolidated Commission

T i 2018 2017 2018 2047
] & TAXATION P'000 Pood Praoo P'000

Botaswana taxation:

- current year 84 83 - -
T - priot years tax relief - - - -
l 84 83 - -
i Foreign taxation:

- current taxation 2,072 74 - -
1 - deferred taxation {681) 684 - -
i 1,391 758 - -
!

Total taxation 1,475 841 - -
' The commission is exempl from Tax whereas the

subsidiaries are taxed hased on the tax laws of their
} ’ jurisdictions.
I

Balance payable at beginning of year 1,230 389 - -

Current tax charge 1,475 841 - -
\ Tax (paid)/received {1,715) - - -

Balance payable at end of year 990 1,230 - -
T Disclosed in the statements of financial position as:
.J Taxation payable 990 1,230 - -

990 1,230 - -
. Tax Rate Reconciliation

} {ncome tax % % %a %
] Foreign Tax -1.84% -0.35% - -

Effactive Tax Rate -1.84% -0.35% - -
] The foreign taxes relate to the iwo foreign subsidiaries

Table Bay and BMC UK.
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BOTSWANA MEAT COMMISSION
NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS (CONTINUED)
31 DECEMBER 2018

PROPERTY PLANT AND EQUIPMENT (CONTINUED),

Reconciliation of carrying amount Group Commission
P'000 P'000
Carrying amount as at 1 January 2018 265,040 184,242
Additions 6,364 4,758
Depreciation charge (22,860) (17,751)
Exchange differences (4,531) G
Disposal (17 {7
Depraciation on Disposal {18) (15)
Carrying amount and fair value as at 31 December 2018 243,993 171,210
Carrying amount as at 1 January 2017 536,187 451,275
Additions 10,532 9,326
Depreciation charge {51,175) (46,733)
Exchange differences {107)
impaitment {7,552} (7,552)
Revaluation (222,034) (222,034)
Disposal (733) - (39)
Depreciation on Disposal (78) (8)
Carrying amount and fair vaiue as at 31 December 2017 265,040 184,242

NB: The BWP 222,034 million is made up of impairment of BWF 254,000 million
and a revaluation gain of BWP 24 million on land and buitdings revaluation

The fair value of the Property, Plant and Equipment is determined by an independent valuer

with appropriate gualifications and experience in the valuations of the property, plant and

aquipment of the Commission. The fair values are estimated using leve! 3 inputs. Level 3

inputs are unobservable inpute for the asset.

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

differ materiaily from that which would be determined using fair vaiues at the end of the

reporting period. Fair value is determined using the depraciated 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 lype of asset will remain in service before requiring replacement

b) the cost of replacing the existing assets with their modem equivalent assets; and

¢) estimated useful life adjusted by the condition factor to determine the remaining useful life of assets.

The level of the fair value hierarchy within which the fair value measurement of the asset (cash generating units) is categorized is level 3.
is categorized as fevel 3. The valuation technique is depreciated replacement cost complimented by discounted cash flows.
The discount rate is 13.4% and the discount rate is 3.7%.

Refer 1o Note 9.2 for value in use considerations.
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BOTSWANA MEAT COMMISSION
NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS (CONTINUELD}
31 DECEMBER 2018

IMPAIRMENT

BMC operates in the cattls industry which is subject to unpredictable factors. Historically, the business has been
negatively impacted by drought due fo lack of rain. This has affected the throughput required by the business therefore
less meat available for sale resulting in losses. The Noamitand part of the business was also impacted by cattle
diseases resulting in the closure of the plant which hamperad production sutput and resultant financial performance, In
certain regions, BMC has experienced cattie supply shortages as a resuit 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 Discaunted Cash Fiow methadology ("DCF) was used for the purpose of determining the equity value

of the company. This has been compared to the underlying group Net Asset Valus ("NAV") far the purposes of
impairment testing. The husiness currently operates through five CGU's, being the three factories (slaughter houseas},
cne cannery and the head-office. Management detarmined 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 caleulated using both the *sum-of-the-paris” approach ("bottom-up”) and a
consdiidated group valuation ("top-down”). Management has determined the recoverable amount on a pre-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 replacemeant cost was applied,
tha fair valug is limited to value in use. The level of the fair vaiue hierarchy within which the fair value measurement of
the asset (cash generating units) is categorized is level 3. The valuation technique used is depreclated replacement
cost complimented by discounted cash flows. The discount rate used was 13.4 % and the inflation rate of 3.7%

-39.




[E——

——

[T

[U———

Eam

[

BOTSWANA MEAT COMMISSION
NOTES TG THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS (CONTINUED)
31 DECEMBER 2018

Consolidated

2018 2017
P'00G P'000
3 INVESTMENT PROPERTY
Opening carrying amount 8,774 9,700
Fair Vaiue adjustiment 426 74
Closing carrying amount 10,200 9,774
Falr vaiue 10,200 9.774

The fair value of the investment property was determined as at 31 Dacember 2018 by Apex Properties Botswana
(Proprietary) Limited, an independent vaiuer with appropriate qualifications and experience in the valuation of the
properties in the relevant location. For investment properties, a valuation methodalogy hased on a Discounted Cash
flow mode! was used. The vaiuation covers filling station, warehouse, workshop and ancillary offices as they located
in the same pilace .

Using the DCF method, fair value is estimated using assumptions regarding the benefits and liabifities of
ownership over the asset's life including an exit ar terminal value. This methad invalves the projection of a

series of cash flows an 2 feal property interest, To this projected cash flow series, a market-derived discount

rate is applied {c estaklish the present valie of the income siream associated with the asset. The exit yield is
normally separately determined and differs from the discount raie.

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-jetting, redevelopment, or refurbishment. The appropriaie duraion is typically
driven by markat behaviour that is a characteristic of the class of real property. Perlodic cash flow Is

fyploally estimated as gross income less vacancy, non-recoverable axpenses, collection losses, lease incentives,
mainienance cost, agent and commission costs and other operating and management expenses. The series of
pericdic net operating income, along with an estimate of the terminal value anticipated at the end of the

projection peried, is then discounted.

Significant increases (decreases) in estimated rental value and rent growth per annum in isolation would result

in a significanily higher (fower) fair value of the properties. Significant Increases (decrsases) In the long-term
vacancy rate would result in a significantly lower (nigher) falr vaiue, This Is ¥rue for vacancy rate, hut not for
discount rate and exit yield.

Generally, a change in the assumpticn made far the estimated rental value is accompanied by & directionally
similar change in the rent growth per annum and discount rate {and exit yield), and an opposite change inthe
long term vacancy rate.

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

Level 1: Quoled (Unadjusted) prices In active markets for identical assets or liabiiities.

Level 2: inputs ofher than quoted prices within level 1 that are observable for the asset of fiabllity, either directly
{Prices) or Indirectly (that Is, derived from prices}

fevel 3: Inputs for the asset or liability that are not hased on observable market data (that is, unobservabie inputs)

The Inputs used in the table below are level 3.

The size of the investment property is 8885,0C Metres squared,

Valuation
technlque  Significant unobservable Inputs Range (weighted average}
2018 2017
P'o00 F'oco
Galtex filling station DCF method  Estimated rental value per month 42,75 42,33
Rent growth p.a. 9% 9%
Long-term vacancy rate 0-100% 0-100%
Discount rate 8% 8%
20148 2017
P'oo0 P00
Rental Income 513 508
Expenses on properties on which rental income is eagned 240 240
Profit/ {Loss)Loss on investment Properly 273 268
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BOTSWANA MEAT COMMISSION

NOTES TO THE CONSOLIDATED AND SEPARATE FINANGIAL STATEMENTS (CONTINUED)

31 DECEMBER 2018

% Equity
9 INVESTMENTS held

Subsidiary companies:

Consolidated Commission

Botswana Meat Commissien (JK) Holdings Limited - UK London

Shares at cost 100
Lobatse Leathers (Proprietary) Limited - Botswana
Shares at cost 106

Mainline Carriers (Sotswana) (Proprietary) Limited - Botswana

Shares at cost 100
Debentures in Cliton School

Debentures in Clifton School
These are debantures held at amortised cost and they ¢a

Associates: GPS Norway
GPS Food Group AS - shares al cost a3
Effect of foreign exchange rates

Share of the profit of GPS Food Group AS

Impairement

The shares in
GPS Food Group
AS were acquired
on 1 July 2014,

2018 2017 2018 2017

P'000 P000 P'000 P'000
- - 2,866 2,866
- - 300 300
. - 4,308 4,308
10 10 10 10
10 10 7,464 7 484

rry no interest and no fixed maturity date.

152 ©182 - -
7 3 - -
- 1,788 - -
159 1,944 - .
-159
10 1,054 7484 7 484

[nvesiments in subsidiaries are measured at cost at Commission level and associates are measured at cost at Group level,

GPS food Group AS is a wholesaler of meat and meat pro

KEY FINANCIALS
Sales Revenue
Profit Before Tax
Profit After Tax
Interest Income
Total Operating
Expenses
Depreciation
income tax
Expense

Current Liabitilies
Current Assets
Cash and Cash
Equivalents

Non Current
Assels

Non Current
Liabilities

Total Equity

ducts situated in Norway Oslo Professor Birkelands vei 28a.

2018 2017
371,198 337,753
8,508 7,317
7,861 5,419
59 14
362,690 230,436
25 -
846 1,898
39,175 47,675
49,487 55,090
1,647 24,478
165 48
10,477 6,409
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BOTSWANA MEAT COMMISSION
NOTES TO THE CONSOLIDATED AND SEPARATE EINANCIAL STATEMENTS (CONTINUED)
31 DECEMBER 2018

Consolidated .

Commission

2018 2017 20138 2017
P'C00 P'000 P'000 P'000
10 BIOLOGICAL ASSETS
Balance at beginning of year 18,878 29,880 18,878 29,880
Purchases 51,223 124,183 51,223 124,183
Slaughters (60,104) (131,340) (60,104 {131,340}
Deaths and sales to buicheries (1,513) {1,984) (1,513) {1,984}
Field losses and fransport losses {8,484} (131} (8,483) {131)
Falr value (Loss}/gain - (1,728) - {(1,728)
Batance at end of year - 18,878 - 18,878

Eair values of livestock held for slaughter are determined basad on the cost of purchase of the animals, cosis of feeding the animals,

Commission paid to buyers for the cattle and the transportation cosis.

The fair value of jivestock after slaughter are determined basad on:

actual weights of the cattle at reporting dates.

sale price cbtainable from abattoirs per coid dress mass. The cold dressed mass
ls based an the same rates paid by the commission o the private farmers

The Commissioners consider this to be a reliable estimate of the fair value of

Catile at the reporling dates. The modei adopted has been consistantly applied.

This is a methedology that market participants would use fo datermine he sales price

of the cattle ready for slaughter. In determining the valugtion medel used two key determinants

are weight and price, An incraasa in either price or weight will increase the fair vaiuation of the catile.
A decrease on ihe other hand will decrease or reduce the fair valuation of the cattle.

The Group uses the following hierarchy for determining and disclosing the Fair vaiue

of items measured or dizclosed at Fair value:

Levet 4: Quoted {Unadjusted) prices in active markets for identical assets or liabilities.
Level 2; Inputs other than quoted prices within lavel 1 that are observable for the asset cr
Fability, sither directly (Prices) or indirectly {that is, derived from prices}

Level 3; Inpuls for the asset or liability that are not based or: ohservable

market data {that is, unobservable inputs}

The fair valus measurement hierarchy used for biological assats is level 3 as significant obsarvable inputs

does not exist in the market,

Signiticant
uncbservable
Date of Valuation Inputs Range

2018 2017

iological Assels 3T Dec-18 CLM Frices and welghts

Prime waeight range (KG) CDM Price (JCDM Price (Pula)
0-179 - 18
180-199 - 3
200-219 - 32
220-239 - 32
240-259 - 33
260-268 - 33
270+ - 33
Average Daily Gain - 2
41  INVENTORIES
Finished goods 62,794 62,157 62,235 64,437
Stares 20,0883 23,897 20,893 23,897
83,687 86,054 83,128 85,334
BREAK DOWN OF FINISHED GOODS
Meat Stocks 5,891 11,269 5,331 10,548
Deboned Meat Stocks 51,833 42,641 51,833 42,641
By-products 5,071 8,247 5,071 8,247
TOTALS 62,795 62,157 62,235 61,436

During 2018, P2,025,595 {2017: P5,007,594) was recognised as an expense for inventories carried at net
reaiisable value.
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BOTSWANA MEAT COMMISSION
NOTES TO THE COMSOLIDATED AND SEPARATE FINANGIAL STATEMENTS (CONTINUED)
31 DECEMBER 2018

Cgnsolldated Commission
2018 2017 2048 2017
12 TRADE AND OTHER RECEIABLES P'a00 P'O0d 000 P'OG0
Trade recelvables 87,184 98,820 74421 123,363
Aflowancss for expected cradi losses (40,320} (28,307) (40,320) (28,307)
Trade raceivables - net 46,864 70,412 33,802 95,057
Value added tax 27,248 8,680 27,248 €,89¢
Othar meeivables 7,035 3,649 3 466 329
81,149 80,851 €4 517 102,276
o RECONCILIATION OF TRANSITICN FROM 1AS 38 IFRS 9
Movement n the allowanse for doubtiul dahts
Amounts As at 31 December 2047- Calculated under IAS 39 (28,307) {28,367)
Opening Loss allowance as at 1- January - Caiculaled under IFRS 9 16,259) 16,258}
Balance as at end of yesrs {34, 568) - {34,567)
TRADE AND QTHER REGENMABLES
Trade and othar recelvables as at 1 January 2018 Caloulated Under {1AS 38} 7,010 106,850
impaimment on Trade and other Racelvables(Day 1 Adjustment of IFRS 8} (6.259) {6,259)
Trade and other recelvabies as at 1 January 2018 Catculated Under (IFRS 9) 80,751 400,601
Movement in the allowance for doubtful debts
Qalance at beginning of year 28,307 24,984 28,307 24,984
Opening Loss ailowanca as at 1~ January - Caiculated under IFRS 9 8,259 - 5,259 -
Addilonal Amaunts raised £,753 3,323 5,753 3,323
. Palance as at end of years 40,320 28,367 40,320 28,307
In determining the recoverability of a frade receivable, the Group and Gommission consider any changs In the
i . cradit quality of the ¥ade recaivable from the dale credit was inltially granted up lo the reporting date. Thera Is
. 1ow credit fisk relating to lrade receivables due to the customer base belng large and unralated, All sales ara
l \o wholesalars accordingly, the Commissionsrs telfleve Ihat there is no further aliowanca required in excass of
Ihe allowancs fer doubtfd dabls recogrised in tha slatament of inanclal position, The average credit period s
a0 days (2017: 30 days),
! As al 31 December, the age analysis of Trads recajvebies is as follows
Past due but nel impaired
Consolldated Total Curent  1-30 Days 31-80 Days 81-80 Days
2018 73,525 29085 7,022 4,176 33,270
. 2017 70346 14,705 13,781 10,843 31,016
:1 The Recelvables ara spiit by reglons and markets as follows;
i 2018 2017
v Europs P22,083 P23, 854
South Africa Pt1,578 P11, 074
Lecal P27,553 P26, 361
1 Other Markels P12,314 P 9,056
& Customar credit risk s managed by each businass unit sublect o the Group's established policy, pracedures
1 and controt relating fo cusiomer credi risk managament. Credit quality of & cuslomer is assessed hased en an
k axtansive credit rating scerecand and indbvidual cradit limils are defined in accordance with this assessmant,
Oulstanding customer recelvables are regulary monitared and any shipments to major customers are
generally covered by letters of cradit or other forms of sredit insurance.
The Group evaluates the concentration of risk with respect to ads
\ racaivables as low as the custemers are spread across the regions. Credit tisk s more concentrated In South
i African Market which has a bigger amount for the racaivables.
j. . 12 CASH AND CASH EQUIVALENTS
Cash at bank and In hand 11,728 18,274 1.322 965
i ' Shost-term deposits 7,248 12,281 1,491 6,328
| 18,974 30,555 2,812 7.290
|
L 14 BORROWWNGS AND BANK OVERDRAFTS
. Currert
‘ Bank overdrafis 42,282 213618 39,837 213,368
l 42282 213618 39,537 213,388
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BOTSWANA MEAT COMMISSION
NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS {CONTINUED)
31 DECEMBER 2018

15

Gonsolidated Commission

2018 2017 2018 2017
BORROWINGS (CONTINUED} P'000 P'0c0 000 P'000
Bank overdrafts comprise:
Trade financa 11,402 164,288 41,402 164,286
Bank ABC I 8,333 || 18,526 || 5,333 || 18,526 |
Standard Chartered Bank Botswana Limited i 3.070 i 145,782 (| 3070 || 145762 |
Gurrent account overdraft : 30,879 49,330 28,135. 49,077
Standard Chartered Bank Botswana Limited 18,416 24,531 18,416 21,531
Standard Bank 2,745 254 “
Barclays Bank - 84 - 84
NED Bank - 1,118 - 1,118
Bank ABC 9,718 26,345 9,718 26,345

42,282 213,518 39,638 213,366

Overdrafifirade finance facilities limits
Amount utilised 42,282 213,518 39,638 213,368
Amount avaliable 331,575 178,958 330,609 176,634
Taotal facility 373,867 392,576 370,147 390,000
The bank overdrafls and trade finance facilitles are denominated in BWP
and ZAR with limits as follows:
Botswana pula denominated (thousand) BWP370 000 BWP390 000 BWP370 000 BWP390 000
South African Rand denominated- Held with Standard Bank (thousand) ZAR 6,000 7ZAR 5,000 ZARD ZAR O

The trade finance faciity received from Slandard Chartered Bank Batswana Limited is drawn in Sotswana Pula

1. An irrevocable uncenditional Government guarantee for BWP300 €00 000. This is held as security for the faciity should lhe
Commission not be able to pay, the bank will call op the guarantee.

TOTAL BORROWINGS RECONCILIATION

TOTAL BORROWINGS 41,812 807,446 41,812 507,445
Short Borrowlngs -8,112 -435,842 -8,112 -135,842
Long Term Borrowings 32,700 471,503 32,700 471,603
NB:

Standard Charered Bank Limited term loan. The loan has been provided for 24 monthe at prime rate payable at the last day of Interest period.
The foan amount Is P32,700,000.The laan is secured by a guarantee from the Qovernment of ihe Republic of Botswana,

Afican Banking Corporation of Botswana Limited t/a BancABC, The loan of P9,112,00C had a moratorium for 7 months ended 31 March 2011.
The repayments tneceafter are over a 10 year period at an interest rate of pime (T%), less 2.75%. .

The bulk of BMC loans as compared between 2017 and 2018 were comprised mainily of Government loans, Government took &

decision through a GAB Memerandum ne 250 A(S) 4f2 12 XXV to convert the toans inte equity which reduced significanily BMC
horrowings frem PE07 Millicn to P41.8 milfion in 2018.The conversion was carried out at market value as lhe Government acted as a shareholder
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BOTSWANA MEAT COMMISSION
NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS (CONTINUED)
31 DECEMBER 2018

Lonsclidated Commission
2018 2017 2018 2017
16 DEFERRED TAXATION P00 P'000 P'ogo P'000
Balance at beginning of year 12,655 11,971 - -
£xchange differences {1,232) - - -
Profit and Loss Note 7 (681) 884 - -
Balance at end of year 10,742 12,665 - -
47 TRADE AND OTHER PAYABLES
Trade payables 233,273 85,653 231,999 80,185
Accrued expenses 34,975 27,270 33,790 24,672
Payroil accruals 12,749 12,806 12,749 12,808
Value added tax - 7577 - 7577
Withholding tax payable 26,730 - 26,256 -
Advances from customers 1,435 1,578 1,424 1,578
Other payables 2,871 2,228 2,842 2,147
312,034 137,112 309,061 128,965

The average credit period for irade payabies is 30 days (2017: 30 days). No interest is
charged on the tade payables. The Group and Commisgion have financial risk
management palicies in place o ensure that ail payables are paid within a reasonable time
of the agreed credit ferms as per the group policies.

Fym————
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BOTSWANA MEAT COMMISSION
NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS (CONTINUED)
31 DECEMBER 2018

48

18.1

18.2

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 shareholder threugh optimisation of the debt and equity baiance.

The capital structure of the Group and the Commission consists of net debt, which includes the borrowings and bank
batarces 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. Afthough the act dees not provide the value of the menies to be set
aside, management determines every year now much funds fo set aside for this course. The provision mads in the hooks for
2018 Is P30 Millicn. The Group manages its capital structure and makes adjustments to i, in light of changes in economic
conditions. The Group monitors capitat using & gearing ratic, whick: is net debt divided by totai capital pius net debt,

Congolidated Commjssion
2018 2017 2018 2017
P'00OC P'Q00 P'000 P'000
Debt 84,094 821,064 81,349 826,811
Cash and cash equivalents (note 14) {18,974) (30,555) (2,812} (7,290}
Net debt (i) 65,120 780,510 78,537 813,521
Reserves (i) 35,745 (471,146) (105,234) (600,758)
Gearing Ratio 0.83 2.57 {3.085) 3.86

. Debt is defined as borrowings and overdrafts, as
disclosed in note 16-17.

+ Reserves comprises reserves as disclosed in the
statemant of changes in reserves.

Categories of financial instruments
The Commission financial assets are classified and measured at amortised costs
Financial assets

Amortised cost

Trade receivables 53,889 73,961 37,268 95,386
Amaunis due from Group Companies - - 22,776 4,208
Gash and Cash equivaients 18,974 30,555 2,812 7,290
Total 72,874 104,516 62,856 106,885

Financial liabilities

Amortised cost

Trade payables 271,120 115,151 268,631 107,004
Borrowings 41,812 607,446 41,812 607,446
Amounts due to group companies - - 71,617 65,027
Bank Overdrafts 42,282 213,618 39,537 213,366
Total 355,214 936,215 421,598 992,843

Finance costs
Financial liabiltties at amortised cost 10,392 27,902 13,438 30,968

Finance income
ieans and receivables 338 2,468 298 240
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BOTSWANA MEAT COMMISSION

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS [CONTINUED)

31 DEGEMBER 2018

18 Gredit risk

Credit isk is lhe sk thal a counlerpady
contract, laading Lo a finenclal loss. As at 34 Decembér, 1ha Group is exposed 1o credit risk from its operafing activilfes {primanly

trade receivablas) and from its fnancing acthvilies, Including deposits wilh banks and financiat insiilutlons,

wih nol meet its obligations unader a

fareign exchange Iransactions and olher financiat Instruments.

The faflowing lable summagises he maximum expasures lo credit risk.

Total credit risk comprises:
Cash and Bank

Amounts due From Group Companiss

Trade and othar receivables
Total maximum exposure

Set Out Below [s informatlon about the Gredit risk expiosure on the Groups trade receivab

2018
g ]

18,974

53,839
72,874

Copsclidated

financlai Insinimant or customear

2047
P'a0g

30,555

73,861

—_—

404,516

tas assets using a provision matrix

2018
Fo00

2,812
22,778
87,268
52,858

GCommigsfor
2017
prodd

7,200
4208
95,386

106,295

2018
DAYS PAST OUE R
Current 4-30 Days 31-50 Days 51-90 Days Over 90 days TOTAL

ecied GLradht Loss Rate 41% 60% 14% 3% 95%

imaled Toal Gross Lanying
Pmuuni al Defautt 5,568 7,478 1,268 11,214 25,463 50,979
Expaclea TrodR Loss 2,273 3,713 528 9,326 24,082 40,320

20 Fair vatue hierarchy of financlal instruments

The table below by iab b its caried at rilsad costs, by valuatlon method al 31 Decambser 2014, This

requires disclosure of faly value measuremeants by tevai of the follow

Quoled prices (unadjusied) in aclive markets for identical assels o llabitfes (Level 1).
tnputs other than quated piices inciudad within levet 1 that are ohsarvable fur he asset or Rability, ailher

diractly (thal s, as prices) or indirectly (Ihat is, darived from prices) {Level 2},

Inputs for the assel or liability that ara

Group

At 31 Decemnber 2018
Borrowings Cumeal
Borrawings Nen-Cumrsal

At 51 Decambar 2047
Berrowings Curreni
Borrowings Non-Current

Commisslon

At 31 December 218
Bormowings Cusrent
Bamowings Non-Current

At 34 December 2017
Borrowings Cumenl
Bomrowings Non-Current

Valuatien Techniques Applled:

Futurs Gash Flows ars discounted using market -

Slgnificant inputs
Interest Rate &.5%

ing fair vaiue measuremant hterarchy:

ol based on cbservable market data (Ihat Is, unohservable Inpuls) (evel 3}

Lavel % Lave] 2 Leval 3 Totai
P'00¢ P00 P'000 P'000
- (0,521} - (9,524}
- {34,960} - (34,860)
- (33,481) - (4, 481)
. (169,817 - (158,847
- (487 ,503) - (487,503)
p (647,320) - (647,320)
B (9,521) - (8.521)
- (34,980} - {34,950)
- {44 481) - (44,481}
- 169,817) - (159,817 135,942)
(487,503) - {487,603) 471,503
A (847,320} - (647.320) (319,327}

raialed Interests rates, adjusted for cradit inputs
over lhe conlractual parod of the long term borrowing.
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BOTSWANA MEAT COMMISSION
NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS {CONTINUED)
31 DECEMBER 2018

Consolidated Commission
2018 2017 2018 2017
21 FINANCIAL INSTRUMENTS (CONTINUED) P'000 P'o00 P'000 P'000
21.1 Foreign currency risk management
The Cemmission underizkes 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 amounis of the Commission's foreign
currency denominated assets and liabilities at the reporting date are as
follows:
South African Rand trade payables 3,789 4,184 3,789 4,184
United States Dollar trade payabies - i76 - 178
Great Britain Pound trade payables - 167 - 107
Great Britain Pound payables {related parties) - - 20,188 19,103
Uniteq States Dollar payables {related parties) - - 43,276 37,810
South African Rand payables (refated parties) - - - 1,545
3,789 4467 . 67,231 62,924
South African Rand trade receivables 23,328 29,187 23,328 29,187
o Great Britain Pound trade receivables - 280 - 280
' United States Dollar irade receivables - 87 - 87
Euro trade receivables 45,687 45,687 22,083 45 687
South African Rand recelvables (related parties) - - - -
r Great Britain Pound recelvables (related parties) - - 3,356 4,208
%l 69,015 75241 48,767 79,449
Fareign currency sensitivity analysis
l : The following table details the Group's sensitivity to a 5%
i 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
HE Commission's management. A positive number below
l indicates a increase in profitidecrease in loss where the
i 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 profitioss and
] the balances below would be negative.
' The following table demonstrates the sensitivity to a reasonably possible change in exchange rates,
with all other variables held constant, of the Group's Profit or loss
Increase/decrease Effect on
! In exchange rate profit before
[ tax
- Pula '000 Pula’000
2018 2017
] ’ GBP +5% - 9
! uso +5% - 4
o ZAR +5% 977 1,250
i EURO +5% 2,284 2,284
L GBP -5% - (8
usoD -5% - 4
ZAR -5% (977) (1,250}
l EURO -5% (2.284)  (2,284)
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BOTSWANA MEAT COMMISSION
NOTES TO THE CONSOLIGATED AND SEPARATE FINANCIAL STATEMENTS (CONTINUED}
31 DECEMBER 2018

Consglidated Commission
2018 207 2018 2017
22 FINANGIAL INSTRUMENTS (CONTINUED) ’ P'DOD P0G P'000 P00

22,4 Interest rate risk
The Group is exposed to mevemnents in interest rates because it has overdraft faciiities and borrowings bearlng interest rates which are linked 1o tha piime lending rate. If
intarast ratas wara 1% lowar and ali cther variables wers held constant, lhe Group's profit would increasa as shown below. For a 1% increasa in interest rates Ihere would
be an equal and oppesile impact on profifioss and the balances would be negative,

Profit or loss 423 2,138 395 2,334

222 Yquidity risk managemant
Utimate sesponsibility for Rquidity #isk management resis wilh the Board of Commissioners, which has buill an appropriate fiquldity sk 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 maintalning adequate
reserves, banking faclities and raserve bomrowing facllifes, by cantinuously monitoring forecast and actual cash flows and matching the malurity profiles of financial assets
and Yabilities, iniuded in rote 45 are the details of tha ovardraft facilily that the Group has al its disposal to further reduce fiquidity sk, The Government of Botswana
pravides funding io the Group and Comimission when the need arisas.

The expected undiscounted cash outflows relaled to bamowings are dlsclosed below both for group and commission. The rest of the Graup's financlat
yiabilides are short term and disclosed In note 15-16,they expected lo ba seted at their hoak valus within the next financlai year,

2098
COMMEISSION Wilhin 1 year 2-5 yaars Qver § years Tetal
|nterast hearing kans and borewings 25,139 19,342 - 44,481
Frade Facilities 14,402 - - 11,402
Bank Overdraft 28138 - - 28,135
Trade Payables 265,788 - - -
Amounts Due to Group Companies 71,647 - - -
GROUP Wilhin: 1 year 2-5 years Over § years Total
interest bearing leans and borrowings 25,139 18,342 - 44,484
Trade Facilities 11,402 - - 11,402
Bank Qverdrait 30,879 - - 30,879
“Trade Payables 287,844 - - -
Amounts Due te Group Companies - - - -
217
COMMISSION Within 1 year 2-5 years Qver 5 years Totat
interest bearing loans and borrowings 59,817 367,608 119,858 647,320
Trade Facilllies 164,288 - - 164,288
Bank Overdraft 49,330 - - 49,320
Trade Payables 104,857 - - -
Amounts Dus lo Greup Companies 85,027 - - -
GROUP ‘Within 1 year 2-5 years Over 5 years Total
Inlerest baarng {oans and borrowings 159,817 87 808 119,895 641,320
Trada Facllites 184,286 - - 164,288
Bank Overdrait 49,077 - - 49,077
Trade Fayables 112,923 - - -
Amounis Dus 1o Group Companies . - - -
Commission
23  RELATED PARTY TRANSACTIONS AND BALANCES 2618 2017
pP'ooo F'00d
The related pariles of the Commission are the Gevernment of Botswana refer note 17, its subsidiarias as disclosed
In Mole 1% and the Gommissieners and sanicr management The following related party lransaciions wers entered into;
23,1 Services charges
Managemant fees Payable - Bolswana Meat Commission (UK) Hoidings Limited {subsldiacy) 2,846 2,510
Storage expenses Payable - Table Bay Cold Sterage (Propretary} Lmited (subsidiary} 3,769 5,804
Managerent fass Payable - Tabie Say Coid Storage (Propristary) Limitad ( subsidiary) 989 1,030
Management fees Recaivable - Malnilne Carriers Botswana (Proprietary) Limited {subsidtary) (240 (248)
S AT S N
232 Interest pald
Allied Meat Insurance Company Limited, Cayman Islands (subsidiary) {2,898} (2,713)
BMC UK Holdings Uimited (Subsidlary) 312) {a70)
3.219) 53,143!
23.3 Subventions received from Gavemment 179,600 -
P . .+
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BOTSWANA MEAT COMMISSION
NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS (CONTINUED)
31 DECEMBER 2018

24

24.1

24.2

243

25

Commission

2018 2017
RELATED PARTY TRANSACTIONS AND BALANCES (CONTINUED) P'000 P'000
Amounts due from group companies
BMC UK Holdings Limited (Subsidiary) 3,356 4,208
Tabie Bay Cold Storage (Proprietary) Limited {subsidiary) 19,420 -
22,776 4,208
Amounts due to group comparifes
BMC Meat Importers Limited, Guernsey (subsidiary) 14,702 13,791
Allied Meat Insurance Gompany Limited, Cayman Islands (subsidiary) 43,276 37,810
BMC UK Holdings Limited (subsidiary) 5,464 5,312
Table Bay Ceid Storage (Proprietary) Limited {subsidiary) - 1,545
Mainiine Garriers {Proprietary) Limited (subsidiary) 8,014 6,408
Lobatee Leathers (Proprietary) Limited {subsidiary) 161 161
71,617 685,027
BMGC Meat Importers Limited, Allied Meat Insurance Company Limited and Table Bay Coid Storage facilities
are Subsidiaries of Lobatse Leathers, hence Consolidated under Lobatse Leathers
Refated party balances inciuded in recefvables
Government of the Republic of Botswana (Commission and consoiidated) - 6,529
Table Bay Gold Storage (Proprietary) Limited {subsidiary) 205 1,624
208 8,053
Transactions refated to board members
Producer payments - Cattle Slaughter {Commission and consolidated) 2,006 2,086
fRemuneration of key management personne!
Short term beneflts {Commisslon and consolidated) 11,075 7472
NOTES TO THE STATEMENTS OF CASH FLOWS Consolidated Commission
2018 2017 2018 2017
P'300 ’ P'000 P'000 P000
Cash used in operations
Operating surplus/loss {70,239} (212,200) (76,924) (211,420)
Adjustments for:
Depreciation of property, plant and equipment Including !mpairment 22,878 58,727 17,7514 54,285
Fair value adjustment for biological assets - 1,728 - 1,728
Fair vajue gain on investment Property (426) 77N - -
{Gain)/Loss on disposal of properly, plant and equipment 13 )] 13 (8)
Effects of changes in foreign exchange rates {231) 10,859 - 8,700
Renegotiation of Government Loans Adjustment - 10,855 - 10,655
Government financing obtained - - - -
Share of profit of associates - (1,788) - -
{48,008) (132,104) (59,161) (136,089)
Movements in working capital
Decrease/(incraase} in biological assets 18,878 11,002 18,878 11,002
Decreasel{increase)in inventories 2,367 11,407 2,206 11,999
(Increase)/decrease in amounts due from group companies - - {18,568} 5,255
Decrease/(increase) In trade and other receivables (5,991) (17,668) 31,218 (3,806}
(Decrease)/increase in trade and other payables 174,922 59,131 180,085 55,047
Increase f{Decrease) in amounts due to group companies - - 5,590 6,086
190,178 63,5872 220,417 86,482
Cash used In opesations 142,168 (68,234) 161,266 (49,577)
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BOTSWANA MEAT COMMISSION
NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS [CONTINUED)
31 DECEMBER 2018

26 NOTES TO THE CASH FLOW STATEMENT {CONTINUED}
COMMISSION AND GROUP
CHANGES IN LIABILITIES ARISING FROM FINANGIANG ACTIVITES

Amount
Utilised in {.oan
Group 1-Jan-18 Loan Conversion Cashflows 2018 Received 31-Dec-18
Gurrent Interest bearing loans P'ong P'000 P'00G P'0a0 P'ago P00
Gavemnment Loan of P 150,000 162 (162) - - - -
Term Lean - African Banking Corporation 15,828 - 16,726} - - 9,112
Govt loan P10d4mn in 2012 20,243 {90,243) : - - -- -
Govt loan P250mn in 2012 326,163 {326,163) - - - -
Govt, Loan P240MN inlerest fres 175,040 {175,040} - - - -
Slandard Chartered Bank L.oan - - - - 32,700 32,700
Totai Liabilitles from Financing 807,446 {691,608) {6,726) - 32,700 1,812
COMMISSION AND GROUP
Ghanges in Loan
Group 1-Jan-17 l.oan Gonverslon _ Cashflows Fair Value Received 31-Dec-i7
Current interest bearing loans #'000 £'000 P'000 P'ong P'o00
Government Loan of P 150,000 162 - - - 162
Tarm Loan - African Banking Corporation 21,083 - {5,245) - - 15,838
Govt loan £104mn In 2012 86,280 - - 3,962 - 80,243
Govt loan P260man in 2012 326,163 - - - - 325,163
Govt. Loan P24CMN interest free 168,347 - 6,693 - 175,040
Tatal Liabilities from Financing 802,036 - (8,245) 10,655 - 847,446
27  CONTINGENT LIABILITIES AND ASSETS 2018 2017 2018 2017
P'a00 P'000 P'000 P'a00
27.1 Contingent labilities
Clalms Institted by Makhoks Feedict for damages for allagad
1 vreach of Commission's obligations, 8,983 - . 8,983 -
2 Claims by GPS group on alieged breach of conlract 14,994 - 14,994 -
3 Guarantees from Standard Chartered Bank Bolswana Limiied 14,160 14,180 14,160 14,180
5 In favour of Standard Chartered Bank London 37 460 37,080 37,060 37,080
6 Guarantee in favour of Transnel 752 752 - -
7 Customas and sxcise guarantes in South Afrlca 362 362 - -
8 Guarantee to South African Reveriue Services 2,175 2,475 - -
78,486 54,509 75,497 51,220

1.The Makhoks Claim was on the fact that at the time BMC was operaling fasdlots, BMC had rented the Makhoks feedlot and Makhoks would buy feed
and |ater on BMC calcufate the cost of feed, Makhoks is claiming that BMC caleulated using a iower rate than the rate fhey incured buying feed. Claim is

slill ongoing

GPS are clalming breach of contract under ihe Eurcpean regulalions from 1he Gommission, as they are saying they are sniitled to commissien at the
and of thelr contract as a safes agent. Clatm is stifl on going

Guaraniees
These are financiat guarantees, which are guarantees BMC 's financial debis.

28 COMMITMENTS

28,4 Future capital expenditure
Authorised but not yat contracted for 28,818 48,723 28818 48,723

Cagital expenditure will be fundad from intemally generated funds and extemal funding as necessary.

282 Operating lease comrritments (payments}

Future minimum lease payments:

Not latar than eng year 2,110 1,808 - -
Betwesn one and five years 7,455 5,080 - -
9,565 6,088 - N

The leased properly constituie a Ceid store comprising 6817 square meters with surrounding tamac siluated In Capa town
Auckland Sireet, Paarden Eiland. The leasa is for a duration of 3 years with an optian to renew for a further 3 years.
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BOTSWANA MEAT COMMISSION+A1:K74

NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS (CONTINUED)

31 DECEMBER 2018
Consolidated

Commission
2018 2017
P'000 P'000Q

2018 2017
P'000 P'000
29 COMMITMENTS (CONTINUED)
29.1 Operating lease commitments
Future minimum lease receipts:
Not later than one year 1,189 805
1,189 805

30 EVENTS AFTER THE REPORTING DATE -
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BOTSWANA MEAT COMMISSION
NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS {CONTINUED)
31 DECEMBER 2018

3 GOING GONGERN

The Group and the Commission reported a total deficit for the year of P76.7 million (2017: Deficit of P474
million) and P90 million (2017: Deficit P464 millior), respectively. The accumulated losses of the Group and
Commission amount to P1146 million (2017: P1031 million) and P1177 milion {2017 P10G50 million),
respeclively. These conditions shows an improvement for the Commission compared fo previous years and
gives cenfidence that the Commission and Group can turn around its fortunes

The ability of the Group and Comnission 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 Batswana to continue its
financial support te the Commission. The Cammission's geoing concern is aiso dependent on obfaining trade
facilities and commercial loans from financial institutions. The Commission has approached Several banks for
Funding and still holds an invoice discounting Facility with Standard Chartered Bank

As part impravements to its value chain and menitoring performance, the commission has developed a three
year strategy termed Mahisa Strategy for the years 2019 to 2021,

Sarme of the Highlights of the sirategy are;

A 3% reduction in production expenses at Lobatse abattoir in 2019;

Achieve breaksven by end of 2019 and a net-profit of 2% henceforih;

A reduction of 11% in operational expensss by 2020,

.Enhance branding of Botswana Beef to grow current products’ prices by 15% in 2019,

32.COMPLIANCE WITH THE BOTSWANA MEAT COMMISSION ACT {74:04) {AS AMENDED)

The Commission reported a deficit of P90 millien for 2018 financial year (2017: a Deficit of P464 miflion) and
has accumulated losses of P1177 million {2017: P1650 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 fo
ensure, faking 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 therefore not complied with the Act in this regard.
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