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BOTSWANA MEAT COMMISSION
COMRMISSIONERS' RESPONSIBILITY STATEMENT AND APPROVAL OF THE FINANCIAL STATEMENTS
31 DECEMBER 2020

Commissioners' Responsibility 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 Commission"),
comprising the statements of financial position as at 31 December 2020, and the statements of
comprehensive income, changes in reserves and cash flows for the year then ended, and a summary
of significant accounting policies and other explanatory notes in accordance with Internationai
Financial Reporting Standards (‘IFRS") and in the manner required by the Botswana Meat
Commission Act (Chapter 74:04) {(as amended).

The Commissioners are 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 inciuded in this report. It is their responsibility to ensure that the financial
statements fairly present the state of affairs of the Group and Commission as at the end of the
financial year and the results of their operations and cash flows 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 presentation of these financial statements that are free from
material misstatement, whether due to fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates that are reasonable in the circumstances.

The consolidated and separate financial statements are prepared in accordance with IFRS and are
based upon appropriate accounting policies consistently applied and supported by reasonabie and
prudent judgements and estimates. The Commissioners' responsibility also includes maintaining
adequate accounting records and an effective system of risk management.

The Commissioners acknowledge that they are ultimately responsibie for the system of internal
financial control established by the Group and place considerable importance on maintaining a strong
control environment. To enable the commissioners to meet these responsibilities, the Board of
Commissioners sets standards for internal controt aimed at reducing the risk of error or loss in a cost-
effective manner. The standards inciude the proper delegation of responsibilities within a clearly
defined framework, effective accounting procedures and adequate segregation of duties to ensure
an acceptable leve| of risk. These controls are monitored throughout the Group and all employees
are required to maintain the highest ethicat standards in ensuring the Group's business is conducted
in a manner that in all reasonable 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 fully eliminated, the Group endeavours to minimise it by
ensuring that appropriate infrastructure, controls, systems and ethical behaviour are applied and
managed within predetermined procedures and constraints.



BOTSWANA MEAT COMMISSION

COMMISSIONERS' RESPONSIBILITY STATEMENT AND APPROVAL OF THE FINANCIAL STATEMENTS
{Continued)

31 DECEMBER 2020

The Commissioners are of the opinion, based on the information and explanations given by
Management, that the system of internal control provides reasonable assurance that the financial
records may be relied on for the preparation of the Annual Financial Statements, However, any system
of internal financial control can provide only reasonable, and not absolute, assurance against material
misstatement or loss. The Board of Commissioners is primarily responsible for the financial affairs of
the Group.

The Group and Commission have reported a total Loss of P2.2 million and Profit of P3.2 million,
respectively (2019: a Loss of P92.2 million and P104.2 million, respectively), and their accumulated
losses amounted to P1,314 million and P1,333 million, respectively (2019: P1,285 million and P1,311
million respectively). The going concern of the Group and Commission is dependent on the initiatives
disciosed in note 31 of the financial statements. The Government of Botswana has committed to
continue offering financiat support to the Group and Commission and the Commissioners believe that
the going concern principle is an appropriate basis for preparation of the financial statements.

The external auditors are responsible for independently reviewing and reporting on the consolidated
and separate financiai statements. The financial statements have been examined by the Group's
external auditors and their report is presented on page 5 and 8.

Disclosure of Audit Information
Each of the Commissioners at the date of approval of this report confirms that:

In so far as the Commissioner is aware, there is ho relevant audit information of which the
Commission’s auditor is unaware; and

The Commissioner has taken all the steps that he/she ought to have taken as a Commissioner to
make himselffherself aware of any relevant audit information and to establish that the Commission's
auditor is aware of that information.

Commissioners' Approval of the Financial Statements

The consolidated and separate financial statements set out on pages 9 ’coé 'E/SS?Which have been
/ 2021

Commissioner ~~  Commissioner
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Independent Auditor’s Report

To the Commissioner's Bofswana Meat Commission
Report on the Audit of the Financial Statements
Opinion

We have audited the consolidated and separate financial statements of Botswana Meat Commission (“the Commission™)
set aut on pages 9 to 67 which comprise the consolidated and separate statements of financial position as at 31
December 2020, and the consolidated and separate statements of profit or loss and other comprehensive income, the
consolidated and separate statements of changes in reserves and the consolidated and separate 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 opinion, the consclidated and separate financial statements give a true and fair view of the consolidated and
separate financial position of Botswana Meat Commission as at 31 December 2020, and of its consolidated and separate
financial performance and of its consolidated and separate cash flows for the year then ended in accordance with
International Financial Reporting Standards and in the manner required by the Botswana Meat Cornmission 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 financial statements that are free from material misstatement, whether due
to fraud or error.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs), Our responsibilities under those
standards are further described in the Auditor's Responsibilities for the Audit of the consolidated and separate Financial
Statements section of our report. We are independent of the Group and Commission in accordance with the International
Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants (including International
Independence Standards) (IESBA Code) together with other ethical requirements that are relevant to our audit of the
consclidated and separate financial statements in Botswana. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Material Uncertainty relating to going concern

We draw attention to the going concern note of the censolidated and separate financial statements, which indicate that
the Group and Commission reported a totat deficit of BWP 2.2 million and a marginal profit of BWP 3.2 million
respectively and the accumulated deficits for the Group and Commission of BWP 1.315 million and BWP 1,333 million
respectively for the year then ended. The Group and Commission are unable to secure sufficient volumes of supply to
produce sufficient revenues to cover costs and the Group and Commission are therefore dependent on the Government
of Botswana for ongoing support, These conditions, along with other facts in Note 31, indicate the existence of a
material uncertainty that casts significant doubt on the Group's and Commission’s ability to continue as a going concern.
Our opinion is not modified in respect of this matter.

Key Audit Matters

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

We have fulfilled the responsibilities described In the Auditor's Responsibilities for the Audit of the consclidated and
separate Financial Statements section of our report, including in relation to these matters. Accordingly, our audit
included the performance of procedures designed to respond to our assessment of the risks of material misstatement
of the consolidated and separate financial statements, The resufts of our audit procedures, including the procedures
performed to address the matters below, provide the basis for our audit opinion on the accompanying consolidated and
separate financial statements.

The Key Audit Matter applies equally to the audit of the consolidated and separate financial statements,

Resldenut Partpen: B Hdvapl tKanaghng Partoe )

A bl list of Partners 1s avoilable from Lhils oitice

and thie Reglsler of Compankes

Fydependent mernber ol Crnsi & Young Globat Limited .
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Key Audit Matter

How the matter was addressed in the audit

Impairment of non-current assets

As at 31 December 2020 BMC performed an
impairment assessment on the business as per IAS 36,
IAS 36 Impairment of assets, requires that at the end of
each reporting period, an entity has to assess whether
there is any indication that an asset may be impaired.
(l.e. it's carrying amount maybe higher than its
recoverable amount),

BMC performed an impairment
performing the following:

assessment by

o Assessing the recoverable amount through
determination of a falr value less cost to sell
range and comparing this to the carrying
amount, The value-in-use for the three cash
generating units (CGU) calculated using a
discounted cash flow model resulted in
negative cash flows with the key driver being
negative margins during the explicit and
terminal period for the CGU assessment, thus
management defaulted to determining the fair
value less cost to sell assessment in
accordance with IFRS 13; and

e Sensitivity analysis over the fair value less
cost to sell calculation, by varying the
assumptions  used, (control  premium,
comgparable peer companies size adjustments,
country risk premiums, net debt items, and the
marketability discount and cost to seil).

The impairment assessment of BMC was considered to
be a matter of most significance to our current year
audit due to the following:

e the significant judgements and estimates |

applied by management in determining the
carrying amount of BMC,
« asat 31 December 2019, BMC recognised an
impairment of BWP 27 mitlion.
This necessitated the involvement of our internal
valuation specialists and increased discussions with
management during the audit.

The disclosures associated with the impairment of
assets are set out in the financial statements:
- Accounting Policy 21 - Impairment of non-
financial assets
- Note 8.2 - Impairment of Property, Plant and
Equipment

Our audit procedures included the following:

We obtained an understanding of management's
policles and processes to identify the potential
triggering events for potential impairment of non-
current assets.

We assessed the appropriateness of the
accounting policies and impairment
methodologies applied by comparing these to the
requirements of 1AS 36.

We utilised our internal valuation specialists to evaluate
the appropriateness of the approach adopted by
management in the fair value measurements and
conformity to applicable requirements of I1AS 36
Impairment of assets. With the assistance of our valuation

experts:

We critically assessed the Impairment medel
developed by management including the
assessment of key judgements and assumptions
applied in the determination of the enterprise
value to revenue assessment.

We tested the mathematical accuracy of the
model used by management.

We assessed the reasonableness of the significant
assumptions applied such as the use of the
comparable peer companies, the size adjustment
of the comparable peer companies, the control
premium, the country risk premium, the
adjustments to the net debt items, the
marketability discount and cost to sell.

We independently determined the enterprise
value and adjusted it for the following net debt
items in line with valuation standards and
practice:

o Cash and cash equivalents
o Short-term and long-term borrowings
o and Bank overdrafts

Based on the preliminary results of the
assessment, BMC has a fair value less cost to sell
range greater than the carrying amount,

BMC is not impaired as at 31 December 2020,

We also assessed the adequacy of the disclosures
by comparing those to the reguirements of 1AS 36
Impairment of Assels, In the notes to the financial
statements.
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Other Information

The Commissioners are responsible for the other information. The other information comprises the information included
in the 1 to 68-page document titled "Botswana Meat Commission Consolidated and Separate Annual Financial
Statements for the year ended 31 December 2020" comprises the Commissioners Report which includes, the
Commissioners' Respensibility Statement and Financial Review by Management. The Commissioners are responsible for
other information, The other information does not include the consolidated and separate financial statements and our
auditor’s report thereon,

Our opinlon on the consolidated 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 statements, 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 be materially
misstated. if, based on the work we have performed, we conclude that there is a material misstatement of this other
information, 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 therein, we are required to
communicate these to those charged with governance,

Responsibifities of the Commissloners for the Consolidated and Separate Financial Statements

The Commissioners of Botswana Meat Commission are responsible for the preparation and fair presentation of the
consolidated and separate financial statements in accordance with International Financial Reporting Standards and in
the manner required by the Botswana Meat Commission Act (Chapter 74:04) and for such internat control as the
Commissioners determine is necessary to enable the preparation of 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 and Group's abifity to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the Commissioners either intend to liquidate the
Commission or Group or to cease operations, or have no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Commission and Group’s financial reporting
processes,

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonahle assurance about whether the consolidated and separate financial statements
are free from material misstatement, whether due to fraud or error, and to issue 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 1SAs wilf always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they couid reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated and separate financial statements,

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

» |dentify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud
is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional cmissions,
misrepresentations, or the override 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, hut not for the purpose of expressing an opinlon on the effectiveness of the
Commission and Group's internal controt.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
refated disclosures made by the Commissioners.
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« Conclude on the appropriateness of the Commissioners' use of the going concern basis of accounting and based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Commission and Group's abllity to continue as a going concern, If we conclude that a materlal
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 modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor's report, However, future events
or conditions may cause the Commission and/or Group to cease o continue as a going concern.

s 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.

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

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

We also provide the Commissioners with a statement that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable, actions taken to eliminate threats or safeguards applied.

From the matters communicated with the Commissioners, we determine those matters that were of most significance
in the audit of the consolidated and separate financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor's report unless law or regulation precludes public disclosure about
the matter or when, in extremely rare circumstances, we determine that a matter should not be communicated in our
report because the adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

Report on other Legal and Regulatory requirements

in accordance with section 20(3) of the Botswana Meat Commission Act (Chapter 74:04) (as amended) we consider and
report that in our opinion:
o We have received all the information and explanations which, to the best of our knowledge and belief were
necessary for the performance of our duties as auditors,
o The accounts and related records of the Commission have been properly kept except for the deficiencies
reported to management and those charged with governance and;
o The Commission has not complied with all provisions of Part 3- Financial Provisions relating to the Commission,
of the Botswana Meat Commission Act (Cap 74:04) with which it is the duty of the Commission to comply.
instances of non-copapliance are detailed in Note 31 in the consolidated and separate financial statements,

)
Ernst & Young

Practising member: Bakani Ndwapi
Partner

Mermbership number: 19980026
Certified Auditor

Gaborone

05 October 2021




BOTSWANA MEAT COMMISSION
STATEMENTS OF PROFIT AND LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2020

Consolidated Commission
2020 2019 2020 2019

NOTES P'000 P'000 P'o00 P'Go0
REVENUE 1 408,149 715,964 394,060 691,031
Freight, storage and other selling expenses (43,524) (86,573) (21,335) {58,280}
livestock and meat costs 2 (259,229)  (540,268) (259,229) (540,266)
NET REVENUE 103,396 89,125 113,496 92,475
Fair value gain/(loss) on investment property 10 - (4,890) - -
Preduction and administration costs (241,459)  (355,798) (238,216) (365,829)
Impairment of trade and other Receivables (8,915) 727 (7,387) 1,746
Government subvention 128,801 183,050 128,801 183,050
Other Costs and Gains (Losses) 4.1 18,721 {17,220) 21,508 (15,824)
Other income 3. 6,193 11,126 1,394 4,459
OFIERAT!NG PROFIT / {DEFICIT) 4 6,737 (93,879} 19,584 (89,322)
Finance costs : 6 (13,582) (11,512} {16,688) (14,561)
Finance income 278 207 278 297
(DEFICIT) / PROFIT BEFORE TAXATION . {6,567) (105,095) 3174 (104,1 87}
Taxation 7 1,825 (1,004) - -
{DEFICIT) / PROFIT FOR THE YEAR {4,743) {108,100} 3,174 . (104,187}
Other comprehensive Incomel{loss)
liems that will not be reclassified subsequently to - - - -
profit or loss:
lterns that will be reclassified subsequently to
profit or loss:
Foreign currency translation reserve 2,525 13,8915 - -
Other comprehensive income 2,525 13,914 - -
TOTAL CORMPREHENSIVE (DEFICIT) /INCOME FOR THE YEAR (2,218} {92,185) 3174 {104,187)

NB: The P128.8 Million was received from the Government io assist working capital requirements.



BOTSWANA MEAT COMMISSION
STATEMENTS OF FINANCIAL POSITION
AS AT 31 DECEMBER 2020

ASSETS

Non-current assets

Property, plant and equipment

Right of use assets

Investment property

Investments in subsidiaries and associates

Current assets

Inventories

Trade and other receivabies
Prepayments

Amounts due fram group companies
Cash and cash equivalents

Total assets

RESERVES AND LIABILITIES
RESERVES
Capital reserves
Loan redemption reserve
Development reserve

Stabilisation reserve

Foreign currency transiation reseyve
Foreign exchange stabilisation reserve
Asset revaluation reserve
Accumulated deficit

Total reserves/{deficit)

¥

LIABILITIES

Non-current liabilities
Borrowings

Deferred tax liability
Lease liability

Current liabilities

Taxation payable

Lease liability

Trade and other payables
Amounts due to group companies
Bank overdrafts

Borrowings

Total liabilities

Total reserves and liabilities

Notes

10
11

12
13

25,5
14

16.1
17

18
256
15
16.2

Consolidated

Commission

2020 2019 2020 2019
P'000 P'000 P'000 P'000
173,167 198,655 111,599 129,936
2,619 5473 - -
5,310 5,310 - .

10 10 7,484 7,484
181,106 209,448 119,083 137,490
32,533 100,576 32,429 100,472
27,292 72,379 19,813 62,249

7.313 4,531 7,156 4,322
. - 18,791 31,147
72,023 49,490 47,618 20,094
739,160 726,975 125 807 218,084
320,266 436,423 244,390 355,704
707,853 707,853 659,740 659,740
340,086 315,066 340,066 315,066
3,681 3,620 3,681 3,620
390 390 390 390
3,825 1,300 - -
19,294 19,294 - -
181,224 181,224 123,123 123,123
(1,314,993) (1,285,189) (1,333247)  (1,311,359)
(58,659) (56,442) (206,247) (209,420)
- 2,973 . 2,973
8,316 9,307 - .
2,080 2,214 - -
8,375 14,494 - 2,973
520 1,350 - -
681 2,966 - -
89,254 272,236 93,533 284,615

- . 77,510 75718
17,908 17,935 17,908 17,935
262,187 183,883 262,187 183,883
370,549 478,370 451,137 562,151
378,925 492 865 451,137 565,124
320,266 436,423 244,890 355,704




BOTSWANA MEAT COMMISSION
STATEMENTS OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2020

CASH FLOWS GENERATED IN OPERATING ACTIVITIES
Cash (used) in operations

Interest paid

Interest Pald {Lease Liability)

Taxation (Paldy Received

Net cash generatedf{used) in operating activities

CASH FLOWS USED 1N INVESTING ACTIVITIES
Purchase of property, plant and equipment

Proceeds on disposal of property, plant and equipment
Finance income

Net cash generated/{used )in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Bomowings repaid

Bomowings received

Payment of Lease Liability - Principat

Net cash generated from financing activities

Net increasel{decrease) In cash and cash equivalents

Notes

26

27
27

Net foreign exchange difference on cash and cash equivalents

Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Comprising:
Cash and cash equivalents
Bank overdrafis

14
15

~11-

Consolidated Commission
2020 2019 2020 2018
P'0a0 P'000 P'000 P800

(60,222) (67,883) (59,840) (90,133)
{2,078) (8,554) (5,183) (11,577}
(272) - - -
(1,675) (2,455) - .
(64,248)  (78,892)  (65,023) {101,741)
{3,108) (2,490) (2,498) {2,133)
30,969 69 30,969 69
278 287 278 297
28,139 (2,124) 28,749 {1,768)
(24,472}  (17540)  (24,172) (17,640)
88,000 160,000 88,000 160,000
(2,496) (2,330) - -
61,332 148,030 63,827 142,360
25224 59,025 27,553 38,881
(2,664) (4,184) - .
31,555 §23,307! 2,158 (36,724)
54,1156 31,555 29,710 2,158
72,023 43,480 47,618 20,084
(17,908} {17,935)  (17,908) {17,935)
54,115 31,555 29,710 2,158 ¢
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BOTSWANA MEAT COMMISSION
STATEMENTS OF CHANGES IN RESERVES (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2020

Capital Reserves

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

L.oan redemption reserve

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

Development reserve

- In terms of the Botswana Meat Commission Act (Chapter 74.04) (as amended) the
Commission shall appropriate amounts to the development reserve to a maximum in any
one year of P2 per head of cattle slaughtered.

Stabilisation reserve

in terms of the Botswana Meat Commission Act (Chapter 74.04) (as amended) this
reserve, which at present may not exceed a total of P70 000 000, may be utilised for
stabilisation of livestock prices or for any other purpose which the Commission, with
appropriate approval, may determine from time to time.

Foreign exchange translation reserve

'Represents unrealised gains and losses on the translation of assets and liabilities arising
on the consolidation of foreign subsidiaries.

Foreign exchange stabilisation reserve

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

Asset revaluation reserve

Represents the difference between the fair value of land and buildings and plant and
machinery and their net book value on revaluation, less related deferred taxation.
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BOTSWANA MEAT COMMISSION
GROUP ACCOUNTING POLICIES (CONTINUED)
31 DECEMBER 2020

1.GENERAL INFORMATION

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

2. BASIS OF PREPARATION

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

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. These areas involving a higher degree of judgement or complexity,
or areas where assumptions and estimates are significant to the Commission’s
financial statements are disclosed in the “Critical accounting judgements and key
sources of estimations of uncertainty”.

1

3. STATEMENT OF COMPLIANCE

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

-14-




BOTSWANA MEAT COMMISSION
GROUP ACCOUNTING POLICIES (CONTINUED)
31 DECEMBER 2020

4.BASIS OF CONSOLIDATION
a) Investments in Subsidiaries

Subsidiaries are all entities over which the Commission has the power to govern the financial
and operating policies generally accompanying a shareholding of more than one half of the
voting rights. Subsidiaries are fully consolidated from the date on which control is transferred
to the group. They are de-consolidated from the date that control ceases. 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 value
of the net assets given and the amount of any non controlling interest in the acquire. The
excess of the cost of acquisition over the fair value of the net assets of the subsidiary
acquired is recorded as goodwill. If the cost of acquisition is less than the fair value of the net
assets of the subsidiary acquired, the difference is recognised directly in profit or joss. . .

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

b) Investment in Asscciates

An associate is an entity in which the Commission has significant influence but not control,
generally accompanying a shareholding of between 20% and 50% of the voting rights.
Investments in associates are accounted for using the equity method of accounting and are
initially recognised at cost at Company Level. Under the equity method, the Group’s share of
the post-acquisition profits or losses of associates is recognised in Profit and Loss and its
share of post-acquisition movements in reserves is recognised in reserves. The cumulative
post-acquisition movements are adjusted against the catrying amount of the investment.
When the Group's share of losses in an associate equal or exceeds its interest in the

associate, the Group does not recognise further losses, unless it has incurred obligations or . -

made payments on behalf of the associate. The associate is measured at cost less impairment
in the separate financial statements of the Commission.

Unrealised gains on transactions between the Group and its associates are eliminated to the -
extent of the Group's interest In the associates. Unrealised losses are also eliminated unless
the transaction provides evidence of impairment of the asset transferred. The accounting
policies of associates have been changed where necessary to ensure consistency with
policies adopted by the Group.
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BOTSWANA MEAT COMMISSION
GROUP ACCOUNTING POLICIES (CONTINUED)
31 DECEMBER 2020

INVESTMENT IN ASSOCIATE (CONTINLUED)

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

investment in Associate Impairment

After application of the equity method, the Group determines whether it is necessary to recognise
an Impairment loss on its investment in its associate. At each reporting date, the Group
detérmines whether there is objective evidence that the investment in the associate is impaired.
If there is such evidence, the Group calculates the amount of impairment as the difference
between the recoverable amount of the associate and its carrying value, and then recognises
“the loss within ‘Share of profit of an assoclate and a joint venture' in the staternent of 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 currency of the primary economic environment in which the entity operates (the functional
curiency}. The consolidated financial statements are presented in Botswana Pula, which is the
Commission's functional and presentation curreéncy.

b) Transactions and balances

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

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

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

6. GROUP COMPANIES

The results and financial position of alt 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:




BOTSWANA MEAT COMMISSION
GROUP ACCOUNTING POLICIES (CONTINUED)
31 DECEMBER 2020

Group Companies (Continued)

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

« Income and expenses for each Profit/Loss item are translated at average exchange rates; and

- All 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 recorded in equity are recognised in profit or loss as part of the gain or loss on
sale. -

7. INVENTORIES
a) Finished goods

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

t

»  Meat stocks are valued at average cost of production;

« Deboned and prbcessed 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 value represents the estimated selling price applicable in the ordinary course of the
business less applicable variable selling and distribution expenses.

b) Consumable stores

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

8. PROPERTY, PLANT AND EQUIPMENT

Al categories of property, plant and equipment except for land and buildings and plant and machinery
are stated at historical cost less accumulated depreciation and impairments. Historical cost includes
expenditure that is directly attributable to the acquisition of items. Land and buildings and plant and
machinery are carried at a revalued amount, being the fair value at the date of revaluation less
subsequent depreciation and impairment. The fair values are determined by independent values
every 3 to 5 years. Capital work in progress is stated at cost net of impairment losses if any. Work in
progress will not be depreciated until the asset is available for use.




BOTSWANA MEAT COMMISSION
GROUP ACCOUNTING POLICIES (CONTINUED)
31 DECEMBER 2020
‘Subsequent costs are included in the asset's carrying amount or recognised as separate assets, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to
the Group and the costs of the item can be measured reliably. Repairs and maintenance are charged to
profit or loss during the financial period in which they are incurred. The cost of major renovations is
included in the carrying amount of assets when it is possible that future economic benefits will flow to the
Group. Major renovations are depreciated over the remaining useful life of the related assets.

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

'Buildings 15-20 years;

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

Vehicles 3-10 years;

Furniture, fittings and eguipment 5-7 years; and

Computer eguipment 3-5 years.

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

IMPAIREMENT OF NON-FINANCIAL ASSETS

The Commissicn assess at the end of each reporting period whether there is an indication that an asset

“may be impaired. If such indication exists, the Commission estimates the recoverable amount of the.
asset. If it is not possible to estimate the recoverable amount of the individual asset, the recoverable
amount of the cash generating unit fo which the asset belongs to is determined.

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

The Commission assesses at each reporting date whether there is an indication that an impairment loss
recognized in prior periods for assets may no longer exists or may have decreased, If any such indication
eXists, the recoverable amounts of those aslsets are estimated.
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BOTSWANA MEAT COMMISSION

GROUP ACCOUNTING POLICIES (CONTINUED)

31 DECEMBER 2020

impairement of non-financial assets (Continued)

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

A reversal of an Impaimment loss of assets carried at cost less accumulated depreciation is recognized
immediately in the statement of comprehensive income.

Gains or losses on disposals are determined by comparing proceeds with the carrying amouni, Such
gains or losses are included in profit or loss. An item of property, plant and equipment and any significant
part initially recognised is derecognised upon disposal or when no future economic benefits are
expected from its use or disposal.

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

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

8. 1AS 23: Borrowing Costs

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

The Group treats as part of general borrowings any borrowing originally made to develop a qualifying
asset when substantially all of the activities necessary to prepare that asset for intended use or sale are
complete.
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BOTSWANA MEAT COMMISSION
GROUP ACCOUNTING POLICIES (CONTINUED)
31 DECEMBER 2020

10.EMPLOYEE BENEFITS

The Group operates a defined contribution plan.

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
contributions if the fund does not hold sufficient assets to pay all employees the benefits
refating 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 emiployee benefit expense when they are due. Prepaid contributions are recognised as an
asset to the extent that a cash refund or a reduction in the future payments is available.

b) Provisions, contingent assets and contingent liabilities

Provisions are recognised when the Group has a present obligation (legal or constructive) as a
result of a past event, it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligation and a reliable estimate can be made of the amount of
the obligation. When the Group expects some or all a provision to be reimbursed, for example,

under an insurance contract, the reimbursement is recognised as a separate asset, but only .

when the reimbursement is virtually certain. The expense relating to a provision is presented in
profit or loss net of any reimbursement. 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 discounting is used, the increase in the provision due to the
passage of time is recognised as a finance cost.

-20-
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BOTSWANA MEAT COMMISSION
GROUP ACCOUNTING POLICIES (CONTINUED)
31 DECEMBER 2020

11.GOVERNMENT GRANTS

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

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

Government grants for 2020 to the Commission totalled P128.8 Million. These funds were for payment
of farmers.

12. INVESTMENT PROPERTY

The investment property, comprising a filling station, warehouse, workshop and anciltary 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 ibcated 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 thé end of each reporting period. The fair value gain/loss is recognised in the
statement of profit/Loss. The fair value of the property is determined every year by an external
qualified valuer contracted by the group and it covers the filling station, warehouse, workshop and

anciliary offices.
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BOTSWANA MEAT COMMISSION

GROUP ACCOUNTING POLICIES {CONTINUED)

31 DECEMBER 2020

(INVESTMENT IN PROPERTY CONTINUED)

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 the 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. a change in use occurs when the property meets, or ceases to meet, the definition
of investment property and there is evidence of the change in use. A mere change in
management's intentions for the use of a property does not provide evidence of a
change in use. 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,

13. RELATED PARTIES

Related parties are defined as those parties that:

5 3
{a) directly, or indirectly through one or more intermediaries;
control, -are controlied by, or are under common control with the Commission
(this includes parents, subsidiaries and fellow subsidiaries); have an interest in
the Commission that gives them significant influence over the Commission; or
{b) are members of the key management personnel of the Commission inciuding
close members of their families.

14. 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 enacted by the end of the reporting period.

The Commission is exempt from paying income tax in Botswana.
b) Deferred tax

Deferred tax is recognized 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 assets are generally
recagnized for all deductible
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BOTSWANA MEAT COMMISSION
GROUP ACCOUNTING POLICIES (CONTINUED)
31 DECEMBER 2020

Deferred Tax {Continued)

temporary differences to the extent that is probable that taxable profits will be available
against which those deductible temporary differences can be utilized.

Such deferred tax assets and liabilities are not recognised if the temporary difference
arises from goodwill or from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction that affects neither the
taxable profit nor the accounting profit.

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

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

Deferred tax assets and liabilities are offset when there is a legally enforceable right
to set off current tax assets against current tax liabilities and when they relate to

income taxes levied by the same taxation authority and the Group intends to settle its
current tax assets and liabilities on a net basis.

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

Current tax assets and current tax liabilities are offset if a legally enforceable right
exists to set off the recognised amounts, and the Group intends to settle current tax
assets and current tax 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, are recognised subsequently if new information
about facts and circumstances change. The adjustment is either treated as a reduction
in goodwill (as long as it does not exceed goodwill) if it was incurred during the
measurement period or recognised in profit or loss.

c¢) Current and deferred tax for the period

Deferred tax relating to items recognised outside profit or loss is recognised outside
profit or loss. Deferred tax items are recognised in correlation fo the underlying
transaction either in OCI or directly in equity.
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BOTSWANA MEAT COMMISSION
GROUP ACCOUNTING POLICIES (CONTINUED)
31 DECEMBER 2020

Current and deferred tax for the period (continued)

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

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

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

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

* In respect of deductible temporary differences associated with investments in
subsidiaries, associates and interests in joint arrangements, deferred tax assets are
recognised only to the extent that it is probable that the temporary differences will
reverse in the foreseeable fufure and taxable profit will be available against which the
temporary differences can be utilised.

Uncertainty over income Tax Treatment

The Group considers an uncertain tax position to exist when it considers that
ultimately, in the future, the amount of profit subject to tax may be greater than the
amount inifially reflected in the Group's tax returns. The Group accounts for
provisions in respect of uncertain tax positions in two different ways.

A current tax provision is recognised when it is considered probable that the outcome
of a review by a tax authority of an uncertain tax position will alter the amount of cash
tax due to, or from, a tax authority in the future. From recognition, the current tax
provision is then measured at the amount the Group ultimately expects to pay the tax
authority to resolve the position.
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BOTSWANA MEAT COMMISSION
GROUP ACCOUNTING POLICIES (CONTINUED)
31 DECEMEBER 2020

Uncertainty over Income Tax Treatment (continued)

Deferred tax provisions are adjustments made to the carrying value of deferred tax assets in respect
of uncertain tax positions. A deferred tax provision is recognised when it is considered probable that
the outcome of a review by a tax authority of an uncertain tax position will result in a reduction in the
carrying value of the deferred tax asset. From recognition of a provision, measurement of the
underlying deferred tax asset is adjusted to take into account the expected impact of resolving the
uncertain tax position on the loss or temporary difference giving rise to the deferred tax asset. The
approach taken to measurement takes account of whether the uncertain tax position is a discrete
position that will be reviewed by the tax authority in isolation from any other position, or one of a
number of issues which are expected to be reviewed together concurrently and resolved
simultaneously with a tax authority. The Group's measurement of provisions is based upon its best
estimate of the additional profit that will become subject to tax. For a discrete position, consideration
is given only to the merits of that position. Where a number of issues are expected to be reviewed
and resolved together, the Group will take into account not only the merits of its position in respect
of each particular issue but also the overall level of provision relative to the aggregate of the uncertain
tax positions across all the issues that are expected to be resolved at the same time. in addition, in
assessing provision levels, it is assumed that tax authorities will review uncertain tax positions and
that all facts will be fully and transparently disclosed.

Critical accounting estimates and judgements

There are two key areas of judgement that impact the reported tax position. Firstly, the level of
provisioning for uncertain tax positions; and secondly, the recognition and measurement of deferred
tax assets.

The Group does not consider there to be a significant risk of a material adjustment to the carrying
amount of current and deferred tax balances,including provisions for uncertain tax positions in the
next financial year. The provisions for uncertain tax positions cover a diverse range of issues and
reflect advice from external counsel where relevant. It should be noted that only a proportion of the
total uncertain tax positions will be under audit at any point in time, and could therefore be subject to
challenge by a tax authority over the next year. Deferred tax assets are recognised based on
business profit forecasts.

15. IFRS 15 REVENUE FROM CONTRACTS WITH CUSTOMERS

The group earns its revenue from selling meat and its by-products and offers cold storage
and shipping services. The meat and by products and services are sold both on their own in

separate identified contracts with customers. Revenue arises mainly from the sale of beef .

and allied beef products which consist of the following product lines chilled, frozen;
carcasses, canned, by-products, hides, and offal’s. :

To determine whether to recognise revenue, the Commission foliows a 5-step process:
Identify a contract with a customer;

Identifying the performance obligations;
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BOTSWANA MEAT COMMISSION
GROUP ACCOUNTING POLICIES (CONTINUED)
31 DECEMBER 2020

IFRS 15 REVENUE FROM CONTRACTS WITH CUSTOMERS (Continued)
Determining the transaction prices;
Allocating the transaction price to the performance obligations; and

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

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

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

The Commission recognises contract liabilities for consideration received in respect of unsatisfied
performance obligations and reports these amounts as “Contract Liabilities” (under frade and other
payables) in the statement of financial position. Similarly, if the Commission satisfies a performance
obligation before it receives the consideration, the Commission recognises Contract recsivables under
frade and other receivable in its statement of financial position as there are no other requirements required
before the consideration is due other than the passage of time.

a) Beef and allied beef producis

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

transfers at the point in time the customer takes delivery of the goods.

b} Cold storage fees and shipping fees

The Commission's cold storage point in Cape Town operates a cold storage facility and offers shipping
services. The cold storage facility and shipping services are considered to be a separate performance
obligation as they provide customers with a material right to store and ship their products under controlled
conditions they would not have recelved otherwise. The Commission allocates the transaction price
between the material right to store and ship as a performance obligations identified in a contract on a
relative stand-alone selling price basis. Revenue from the cold storage is recognised on a daily basis and
revenue from shipping is recognised at a point goods are dispatched from the cold storage and this is
when control passes. The storage facility acts as clearing and shipping agent to the different entities they
provide services to.
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BOTSWANA MEAT COMMISSION
GROUP AGCOUNTING POLICIES (CONTINUED)
31 DECEMBER 2020
16. IFRS 2 FINANCIAL INSTRUMENTS

1. CLASSIFICATION

The Group classifies financial assets and financial fiabilities into the following
categories:

- Financial assets measured at amortised cost; and
. Financial liabilities measured at amortised cost.

Classification depends on the purpose for which the financial instruments were
obtained/incurred and takes place at initial recognition. Classification is re-
assessed on an annuat basis.

2. Initial recognition and measurement

Financial instruments are recognised initially when the Group becomes a party to
the contractual provisions of the instruments. The Group classifies financial
instruments, or their component parts, on initial recognition as a financial asset,
a financial liability or an equity instrument in accordance with the substance of
the contractual arrangement. Financial instruments are measured initially at fair
value. Transaction costs are included In the initial measurement of the
instrument.

Trade date or settlement date accounting is applied depending on the
classification of the financial asset. Classification and measurement of Financial
Assets are categorised on the basis of two criteria:

) The business model within which financial assets are managed.
ii) Their contractual cash flow characteristics (whether the cash flows represent
'solely payments of principal and interest’ (SPPI).

The Group assesses the business model based on the nature of the Financial
Instrument. The criteria involved in determining the applicable business model
includes (i) policies and objectives for the Financial instrument, (ii) how the
performance and risks of the Financial Instrument are managed, evaluated and
reported to management, and (lil) the frequency, volume and timing of sales in
prior periods, sales expectation for future periods, and the reasons for such
sales. The business model adopted by the Group is to hold to collect business
model. The objective of the business modetl is to hold financial assets to collect
their contractual cashflows.
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Initial recognition and measurement (Continued)

The contractual cash flow characteristics of financial assets are assessed with
reference to whether the cash flows represent SPPI. In assessing whether contractual
cash flows are SPP| compliant, interest is defined as consideration primarily for the
time value of money and the credit risk of the principal outstanding. The time value of
money is defined as the element of interest that provides consideration only for the
passage of time and not consideration for other risks or costs associated with holding
the financial asset,.

1. Subsequent measurement
Financial Assets

Financial assets at amortised cost which comprise trade and other receivables,
amounts due o group of companies and cash and cash equivalents are subsequently -
measured at amortised cost using the effective interest method, less provision for
impairment.

Financial Liabilities

Financial liabilities which comprise accounts payable, amounts due from group of
companies and lease liabilities are subsequently measured at amortised cost using the
effective interest method, with interest expenses recognised on an effective yield basis.

2. Derecognition of financial instruments
‘l‘

The Group derecognises a financial asset only when the contractual rights to the cash
flows from the asset expire, or when it transfers the financial asset and substantially all
the risks and rewards of ownership of the asset transfers to another entity. The Group
derecognises financial liabilities when, and only when, the Group's obligations are
discharged, cancelied or have expired.

3. Impairment of financial assets

At each reporting date the Group assesses all financial assets to determine whether
there is objective evidence that a financial asset or group of financial assets has been
impaired.

In relation to the impairment of financial assets, IFRS 9 requires an expected credit
loss model. The expected credif loss model requires the Group to account for expected
credit losses and changes in those expected credit losses at each reporting date to
reflect changes in credit risk since initial recognition of the financial assets. In other
words, it is no longer necessary for a credit event to have occurred before credit losses
are recognised.
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Impairment of financial assets (Continued)

Indicators for changes in credit risk are, but not limited to; the probahiiity that the debtor will
enter bankruptcy, significant financial difficulties of the debtor and any other negative
information about the financials of the debfor.

When a receivable is uncollectable, it is written off against the allowance account for
receivables, Subseguent recoveries of amounts previously written off are credited to the
statement of profit or loss and other comprehensive income. Trade receivable are written off
when the Group cannot legaliy collect, and it's taken through the necessary Governance
structures. Subsequent recoveries of amounts previously written off are credited to the
statement of profit or loss and other comprehensive income.

1. Impairment of frade and other receivables

The Group applies a simplified approach to measuring the expected credit losses (ECL) in
accordance with IFRS 9. In accordance with this approach, the loss allowance on trade
receivable is determined as the lifetime expected credit losses on trade receivables, this
lifetime expected credit losses are estimated using a provision matrix which is presented on
page 56. The model takes into account the Groups' historical default rates over the expected
life of the trade receivabie which is normally 12 months but also incorporates forward looking
macroeconomic factors such as the Gross Domestic Product (GDP) and unemployment rates
where the debtors are domicile. )

2. Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits, and other short
term highly liquid investments that are readily convertible to a known amount of cash and are
subject to an insignificant risk of changes in value. Cash and cash equivalents are measured
at amortised cost, which generally approximates fair value.
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION OF
UNCERTAINTY

Significant accounting judgements, estimates and assumptions

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

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

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

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

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

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

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

18. FAIR VALUE MEASUREMENT

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

value hierarchy"):
Level 1: Quoted prices in active markets for identical items (unadjusted).
Level 2: Observable direct or indirect inptits other than Level 1 inputs.

Level 3: Unobservable inputs (i.e. not derived from market data).

The classification of an item into the above levels is based on the lowest level of inputs used that
has a significant effect on the fair value measurement of the item. Transfers of items between
levels are recognised in the period they occur, The Group measures a number of items at Fair
Value: Investment Property and Property Plant and Machinery.
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION OF
UNCERTAINTY (CONTINUED)

19. Measurement of the expecfed credif loss allowarnice

The measurement of the expected credit loss allowance for financial assets measured at amortised

cost is an area that requires the use of complex models and significant assumptions about future

economic conditions and credit behaviour {e.g. the likelihood 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,;
Establishing groups of similar financiai assets for the purposes of measuring ECL.
20. Debtors Impairment

The group applies the simplified approach model to determine its impairment for debtors using
historical data,

The idea behind a provision matrix is to estimate expected credit losses (ECLs) based on the 'age’
of receivables. h

a) Determining the EXPECTED CREDIT LOSS RATE

To determine the historic rate, we obtained detailed payment listing for all credit sales that occurred
in the last financial year, Aged the payment listing into the different buckets as an indicator for
default e.g., paid within 30 days, between 30-60 days, etc. We Determined the outstanding debtors
based on the payment profile and determined the actual amount of bad debts on credit sales that
oceurred during the last financial year. The historical default rate is bad debts as a percentage of
aging debtors age band, The process is detailed below:

1. Short term 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 calculate an ECL credit loss rate for each aged
bucket in order to develop a provision matrix used to calculate the Expected Credit Loss (ECL)
under IFRS 9, the simplified model.
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Determining the probability of default rate (Continued)

The Net Flow Rate Analysis is based on a markov chain process, the states of the process being the days
past due buckets of the debt outstanding. By characterizing several buckets as an indicator for a default,
a PD can be calculated as the probability of an outstanding debt to end up in such a bucket.

4.To Incorporate the future looking forward information as required by the standard, the ,GROSS
DOMESTIC PRODUCT (GDP) is used as the macro econemic factor.

CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION OF UNCERTAINTY

21. Impairment of non-financial assets

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

22. Inventory Valuation

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

23. Going Concern

The Commissioh'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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24.L EASES

The Group leases consists mostly of administrative offices, meat handling property and printers. Leases

are individually negotiated and contain a wide range of different terms and conditions on an average of

five to ten years although this differs depending on the jurisdiction and type of property. Some leases will
include renewal options, but these are generally renewals at market rates to be negotiated at the time of
renewing the contract. These rates will only be inciuded in the lease liability once it is reasonable that the
Group will exercise the extension option.

BMC as a lessee: A lease liability and right-of-use asset for all leases are recognized at the lease
cammencement date, for all lease agreements for which the group is a lessee,except short term leases or
leases where the underlying asset has a low value, which are expensed on a straight line or other
systematic basis.

Lease liability is measured at the present value of the remaining lease payments, discounted at the
group's incremental borrowing rate at the date of initial application. The Right of Use Asset is determined
using the present value of the Lease Liability. The Group uses commercial banks' prime lending rates
adjusted to the rate for risks specific lease, to discount lease payments for the remaining term of the
lease, as they reflect the minimum rate that can be lent should any company in the group require
borrowings.

SHORT TERM LEASES

The Group defines short term leases as any lease that has a lease term of 12 months or less and where
the terms of the lease contain:

e no extension periods that the Group will reasonabiy exercise which would resuit in the lease term
being longer than 12 months; and

= no purchase option in the lease contract
LOW VALUE ASSETS '
The Group asses low value assets on the below basis:

« The underlying asset is not highly dependent cn, or highly interrelated with, other assets, and
« These assets have individual values that are not significant when compared to our other leased
assets,

RIGHT OF USE ASSETS
Lease payments included in the measurement of the right of use assets consists of the following:

e Any estimated costs to dismantle and remove the underlying asset or the site on which it is
located, when the group incurs an obligation to do so, unless these costs are incured to produce
inventories; ‘

¢ Less any incentives received,

¢ Any lease payments made at or before the commencement dafe;

e Any direct costs incurred; and

¢ The initial amount of the corresponding lease liability.
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Right-of-use assets (Continued)
Subsequent Measurement of Right-Of-Use Assets

Right-of-use assets are subsequently measured at cost less accumulated depreciation and impairment losses,
Right-of-use assets are depreciated over the shorter period of fease term and useful life of the underlying asset.
However, if a lease transfers ownership of the underlylng asset or the cost of the right-of-use asset reflects that
the Group expects to exercise a purchase option, the related right-of-use asset is depreciated over the useful
life of the underlying asset. Depreciation starts at the commencement date of a lease.

The residual value, useful life and depreciation method of each asset are reviewed at each reporting date. If the
expectations differ from previous estimates, the change is accounted for prospectively as a change in
accounting estimate. Each part of a right-of-use asset with a cost that Is significant in refation to the total cost of
the asset is depreciated separately,

The depreciation charge for each year is recognised in profit or loss unless it is inciuded in the carrying amount
of another asset.

LEASE LIABILITY
The lease liability takes into consideration, where appropriate:

= fixed and variable lease payments;

= residual value guarantees to be made by the lesses;

« exercise price of purchase options,

» lease payments in an optional renewal period if the group is reasonably certain fo exercise an
.. extension option;and :

« payments of penalties for terminating the lease,

The lease liability is presented as a separate line item on the Statement of Financlal Position

The lease liabllity Is subsequently measured by Increasing the carrying amount to reflect the interest on the
lease liability using the effective interest method and by reducing the carrying amount to reflect lease payments

made.
Subsequent Measurement Of Lease Liability

Re-measuremeants of lease liabilities are affected against right-of-use assets, unless the assets have been
reduced to nil, in which case further adjusiments are recognised in profit or loss;

Re-measurements of lease liabilitles are affected against right-of-use assets, uniess the assets have been
reduced to nil, in which case further adjustments are recognised In profit or loss;

The Group remeasures the lease liability (and makes a corresponding adjustment to the related right-of-use
asset} when:

e there has been a change to the lease term, in which case the lease liabllity is remeasured by
discounting the revised lease payments using a revised discount rate;

« there has been a change in the assessment of whether the Group will exerclse a purchase, termination
or extension option, in which case the lease tiability is remeasured by discounting the revised lease
payments using a revised discount rate;

s there has been a change to the lease payments due o a change in an index or a raie, in which case
the lease liability is remeasured by discounting the revised lease
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Lease Liability (Continued)

= payments using the initial discount rate (unless the lease payments change is
due to a change in a floating interest rate, in which case a revised discount
rate is used); .

» There has been a change in expected payment under a residual value
guarantee, in which case the lease liability is remeasured by discounting the
revised lease payments using the initial discount rate;

¢ alease contract has been modified and the lease modification is not
accounted for as a separate lease, in which case the lease liability is
remeasured by discounting the revised payments using a revised discount
rate.

BMC as lessor: leases are classified as either finance leases or operating leases.
Lease classification is reassessed only if there has been a modification. A
modification is required to be accounted for as a separate lease if it both increases
the scope of the lease by adding the right to use one or more underlying assets; and
the increase in consideration is commensurate to the stand alone price of the
increase in scope;

If a finance lease is modified, and the modification would not qualify as a separate
lease, but the lease would have been an operating lease if the modification was in
effect from inception, then the modification is accounted for as a separate lease. In
addition, the carrying amount of the underlying asset shall be measured as the net
investment in the lease immediately before the effective date of the modification.
IFRS 9 is applied to all other modifications not required to be treated as a separate
lease; and

Modifications to operating leases are required to be accounted for as new leases
from the effective date of the modification.

SIGNIFICANT ESTIMATES AND JUDGEMENTS USED

The following are significant estimates and judgements used by the Group in application of
IFRS 16.

I Incremental Borrowing Rate (IBR)

ii. The Group uses hindsight in determining the lease term if the contract contains
option to extend or terminate the lease. The Group has na intention to exercise
early termination options, as well as deciding to extend or not to extend lease
contracts.
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25, Standards, Changes, amendments and Interprefations.

a) Standards, Amendments adopted by BMC for the first time in 2020

The Group and cemmission applied for the first time certain amendments to the standards, which are effective
for annual periods beginning on or after 1 January 2020. The Group and Commission has not early adopted
any standards, interpretations or amendments that have been Issued but are not yet effective,

Standard! Interpreti Title Details
IAS1&IAS 8 Definition of The International Accounting Standards Board (IASB) has issued 'Definition of Material
Materiality (Amendments to 1AS 1 and IAS 8)' to clarify the definition of ‘material’ and to align the
definition used in the Conceptual Framewaork and the standards themselves. The
amendments are effective for annual reparting periods beginning on or after 1 January
2020, with earfier adoption permitted.
Amendments {o Amendments The IASB lssued the ammended IFRS 3 Business Combinations on 22 Gctober 2018,

IFRS 3 'Business
Combinations

to the definition of a
Business

The amendment was made ta the definition of a Business. i almed to resolve the
difficulties that arise when an entity determines whether it has acquired a business or a
group of assets. The smendment clarifies that to be considered a business, an
integrated set of activities and assets must include, at a minimum, an input and a
substantive process that, together, significanily contribute 1o the ability to create output,
Furthermore, it clarifies that a business can exist without including all of the inputs and
processes needed to create outputs. These amendments had no impact on the
consolidated financial siatements of the Group, but may impact future periods should
the Graup enter into any business combinations. The amendments are effective for
annual reporting periods beginning on or after 1 January 2020 and has no impact in the
Groups Financial Reporting.

Amendments fo
IFRS 7, IFRS 9 and
1AS 38

interest Rate
Benchimark Reform

The amendment applies to all hedging retationships that are directly affected by interest
rate benchmark reform.

A hedging relationship is affected if the reform gives rise to uncertainty about the timing
and/or amaunt of

henchmark-based cash flows of the hedged item or the hedging instrument. These
amendments have no impact

on the consolidated financial statements of the Group as it does not have any interest
rate hedge relationships. The amendments are effective for annual reporting periods
beginning on or after 1 January 2020 and would be applied retrospectively, The
amendment has no impact in the Group Financial Reporting.

IFRS 16

Covid - 19 (Related
rent concessions})

The amendments introduce an optional praciical expedient that simplifies how a lessee
accounts for rent concessions that are a direct consequence of COVID-19. A lessee
that applies the praciical expedient is not required to assess whether eligible rent
concessions are lease modifications, and accounts for them in accordance with other
applicable guidance. The resulting accouniing will depend on the details of the rent
concession. For exampie, If the concesslon Is In the form of a one-off reduction in rent,
it will be accounted for as a variable lease payment and be recognised in profit or loss.
The Group has performed the assessment on the above new pronouncement and
amendment and conclude that they will be na material impact. The amendments are
effective for annual reporling perleds beginning on or after 1 June 2020. The
amendment has no impact in the Group Financial Reporting
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26. Amendment to 1AS 1 & IAS 8 - Amendment to definition of Materiality

a. The International Accounting Standards Board {IASB) has issued 'Definition of Material
(Amendments to IAS 1 and |AS 8)' fo clarify the definition of 'material' and to align the definition
used in the Conceptual Framework and the standards themselves.

a. Information is material if omitting, misstating or obscuring it could reasonably be expected to
influence decisions that the primary users of general-purpose financial statements make on the
basis of those financial statements, which provide financial information about a specific reporting
entity,

Three new aspecfs of the new definition was taken into cognisance on disclosures and
presentations made in the elements of the financial statements :

Obscuring. Information in the financial statements is accurately and faithfully disclosed and
presented in line with the activities that occurred in the business during the financial year and in
accordance with the relevant accounting standards.

could reasonably be expected to influence. The BMC optimally disclosed and accurately
presented the financial information in its financial statements for informing all users of the
financial statements about the financial performance and position.

Primary users. The BMC mainly reporis its financial statements to the shareholder being the
Government. The other users of the financial are mainly being informed about the performance
and financial position of the business.

b) The amendments have been factored in by the BMC in the current financial peried on
preparation of its financial statements.
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27. Standards, amendments and interpretations tc existing standards but not effective
for 31 December 2020 year-end and have not been early adopted by the Group and
Company:

There are other standards and interpretations that have been revised and issued but are not yet effective
as shown below:

Standard/ Interprefation |Amendment Details
a) |Amendments to IAS 16 Property Plant and | The amendments prohibit 2 company from deducting from the
Equipment : cost of property, plant and equipment amounts received from
Proceeds before selling items produced while the company Is preparing the asset
Intended Use for its intended use. Instead, a company will recognise such
sales proceeds and related cost in profit or loss. The Group has
performed the assessment on the above new pronouncement
and amendment and conclude that they will be no material
impact. The amendments are effective for annual reporting
pericds beginning on or after 1 January 2022, with earlier
adoption permitted .
by JAIPIFRS S Feesinthe"10 The amendment clarifies which fees an entity includes when it

percent” test for
derecognition of
financial liabilities

applies the ‘10 per cent’ test of IFRS 9 in assessing whether to
derecognise a financlial liability. An entity includes only fees paid
or received between the entity (the borrower) and the lender,
including fees paid or received by either the entity or the lender
on the other's behalf. The Group has performed the assessment
on the above new pronouncement and amendment and
conclude that they will be no material impact. The amendments
are effective for annual reporting periods beginning on or after 1
January 2022, with earlier adoption permitted

c) |IASS Definition of The |ASE has published definition of Accounting Estimates to
Accounting Estimates|assist entities in distinguishing between accounting policies and
accounting estimates. The ammendment is effective 1 January
2023 with earlier application permitted.
d) |Amendments to |AS 1 Classification of The amendments aim to help companies determing whether , in

liabilities as current
on non current

the statement of financial position , debt and other liabilities with |
an unceriain settlement date should be classified as current (due
or potentially due to be settled within one year) or non current.
The amendment include classifying the classification
requirements for debt a company might settle by converting it
inte equity. The amendments are effective for annual reporting
periods beginning on or after 1 January 2023, with earlier
adoption permitted.
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Consolidated Commission
2020 2019 2020 2018
P'000 P'D0O0 P'D00 P'0DC
1 REVENUE
Sale of meat and allied meat products 394,060 691,031 394,060 691,031
Shipping 1,090 3,463 - -
Cold Storage Services ‘ 10,999 21,470 - -
406,149 715,964 324,060 691,031

In the prior year Financials {2019) Cold Storage and Shipping fees were disclased In the same line.
here has been a change in 2020 as these two have separate performance obligations.

The Group's revenue disaggregated by primary
geographical markets is as follows
For the year ended 31 December 2020

Sale of meat
and allied meat Coid Storage
products Shipping Services Total
Norway, Eurcpe and United Kingdom 242 311 - - 242,311
RSA and other SADC countries . 83,259 1,090 10,999 . 95,349
Botswana 68,430 - - 63,490
Total 394,060 1,000 10,998 406,149

For the year ended 31 December 2019

Sale of meat
and allied meat Cold Storage
products Shipping Services Total
Norway, Europe and United Kingdom 348,973 - - 348,973
RSA and other SADC countries 231,454 3,463 21,470 256,386
Botswana 110,604 - - 110,804
Total 691,031 3,463 21,470 715,964
Consolidated Commisslon
2020 2019 2020 2019
P'og0 P'O0G P'000 P'000
2 NET LIVESTOCK AND MEAT COSTS
Opening Inventory {Note 12) 100,576 81,640 100,472 81,537
Livestock and meat purchases 191,186 559,201 191,186 552,201
Cattle purchases 291,762 640,841 291,658 640,738
Closing Inventory (Note 12) {32,533) {100,576} (32,429) {100,472
259,229 540,266 259,229 540,266
3 OTHER INCOME

Sundry income 6,193 11,126 1,154 4219
income from related parties - Management fees - - 240 240

6,193 11,126 1,394 4,459

NB: Sundry Income comprises of Insurance claims, rental from subleased property and rental from leased properties.
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4

41

4.2

OPERATING DEFICIT

OPERATING DEFICIT 1S STATED AFTER TAKING THE
FOLLOWING INTO ACCOUNT:

OTHER COSTS and (Gains/ Losses)

Net exchange (losses)/gains

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

Production and administration costs
Other Production and administration costs
Depreciation of property, plant and equipment
Depreciation on right- of-use-asset
impairment
Auditor's remuneration

- current

- prior year
Commissioners
- Fees and emoluments
Staff costs (Note 5)

Fair value Gain/ (loss) of investment property
impairment of Trade and Other Receivables
Government Subvention

STAFF COSTS

Wages and salaries

Pension fund costs (Al pension fund costs relate to
a defined contribution plan)

Staff allowances and other staff costs

FINANCE COSTS
Bank overdraft
Lease Liabilities
Borrowings
Related parties

Consolidated

Commission

2020 2019 2020 2019
P'000 P'000 P'000 P'600
(7,217) (17,289) {4,431) (15,893)
25,938 69 25,938 62
18,721 {17,220} 21,506 {15,824)
{241,459) {355,798) {238,216) (355,829)
{107,020) (175,953 {113,651) (184,646)
(22,220) (21,499) {15,804) {16,267}
(2,178) (1,963) - -

- (27,941) - (27,141)
{2,409) {2,318) (1,786) {1,740)
(2,409) (2,080) {1,786) (1,740}

- (238) - -

{137) {111 (137) {118}
(107,4986) (126,814} {106,838) (125,918)

- {4,890) - -
{8,915) 726 {7,397) 1,746
128,801 183,050 128,801 183,050
72,540 90,384 71,882 89,469

7.278 27,774 7,278 7,774
27,877 28,675 27,677 28,675
107,496 126,813 106,838 125,918

1,196 1,709 1,196 1,703

272 275 - .

12,113 9,528 11,919 9,530

- - 3,572 3,326
13,582 11,512 16,688 14,561
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NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS {(CONTINUED)
31 DECEMBER 2020

Consolidated Commission
2020 2019 2020 201¢
7 TAXATION P'000 P'000 P'000 P'000
Botswana taxation.
- current year (602) (713) - -
- prior years tax relief - - - -
(602) {713) - -
Foreign taxation: ‘
- current taxation 846 2,815 - -
- deferred taxation (2,070} (1,007) - -
{1,224) 1,718 - .
Total taxation (1.825) 1,004 - -
The Commission is exempt from Tax whereas the
subsidiaries are taxed based on the tax faws of
their jurisdictions,
However, the Mainline Subsidiary which is In
Botswana is subject to tax.
Balance payable at beginning of year 1,350 830 - -
Current tax charge 845 2,815 - -
Tax { Paid } received {1,675) {2,455) . -
Tax set off against VAT liabilities - - -
Balance payable at end of year 520 1,350 -
Disclosed in the statements of financial position as:
Taxation payable " B20 1,350 -
520 1,350 -
Tax Rate Reconciliation
Income tax % % % %
Standard Rate - - - -
Foreign Tax -18.63% 1.63% - -
Effect of higher tax rate in subsidiary -9.16% -0.68% - -
Effective Tax Rate 27.79% 0.96% - -
Profit before tax (6,567) {108,085) . -
Foreign tax 1,224 (1,718) - -
Tax on Mainline sub income 602 713 - -
Total Tax 1,825 (1,004) - -
-27.79% 0.96% - -

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

-42-
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NOTES T¢) THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS (CONTINUED}
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FV Freehold  FV Leasehold FV Plant Cost Cost Furpiture  Cost Capital

8 PROPERTY, PLANT AND EQUIPMENT Land and Land and and Motor and Computer Work in
Buildinas Buildings Machinery  Vehicles Eguipment Eaguipment Progress Total CostFY
P'000 . P000 P00 P P'000 P'000 P'000 P00

8.1 Copsolidated

Year ended 31 December 2020

Opening carrying amount 157,674 3 37,945 85 1,788 1,148 - 188,655
Esxchange differences (274} - (812) (14) (511) 284 (1,331)
Additions m - 2,308 615 45 142 - 3,108
Inter Class Transfers - 0
Disposals {9,037) . - - . (8 - {9,045)
Depreciation chargs (7,642) - {14,297) {53 695 (923) . (22,220
Depreciation on dispesals 4,008 - - - - B - 4,014
Closing carying amount 144,727 3 25,441 631 2,016 649 - 173167
Cost/vajuation 241,127 4,635 192,786 20,813 18,026 38,901 - 514,260
Accumuiated depreclation and impairneai {96,400} {4,592} {167,645} (20,182) (16,010} {35,253} - {341,083}
Carrying amount 144,727 3 25141 631 2,016 649 - 173,167
Year ended 31 December 2019

Opening carrying amount 183,338 3 56,205 159 2,057 1,972 241 243,893
Assels Revaluation

Impalrment

Exchange differences 588 - 228 B 3 () [&)] B12
Additions 1,297 - 707 - 405 81 2,430
Inler Class Transfers - 240 - - - {240) B
Disposals - - - {324) “ {120) - (444)
Depreciation (5.233) - (14,810) (73) (677) (906) . (21,499)
Impairment Charge (22,316) - (4,825) - - - - (27,141}
Deprecigtion charge on disposals - . 324 - 120 - 444
Closing carrying ameunt . 157 675 3 37,945 85 1,788 v 1,148 - 198,665
At 31 December 2019

Costivaluation 250,439 4,585 191,293 23,213 18,493 36,486 . 521,528
Accumulated depraciation and impairment __ (92,764) {4,592} (153,348)  (20,126) {16,708} {35,338) - (322,873)
Carrying amount 157,875 3 37,94 85 1,787 1,148 - 198,655

Included in Property Plant & Equipment are fully depreciated assets an an Original Cost of P63.6 million (2019 : P65.5 miltion) at the reporting date

The details of the Commission and Group freehold land and buildings are avaliable at the Commission head office
in Lobatse. The Commisslon is engaged in projects to update and obtain all the tille deeds over the properties
owned by the Commission as a number of titlle deeds over the Commission properties are not available to reflect
historic awnership to date.

Ereshold land and buildings of Table Bay Cold Storage {Proprietary) Limited , a subsidiary registered in South Africa
, with & carrying amount of P88.7 million are secured against an overdraft facility per note 15 through a reported
bond favour of Standard Chartered Bank South Africa Limited.

Lease Hold Land & Buildings

The tenure of the lease is 99 vears. The lease is silent on the use of the land.
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FV Freehold Leasehold FV Plant Cost Cost Furniture Cost

8 PROPERTY PLANT AND EQUIPMENT Land and Land and and Motor and Computer
Buildings Buildings Machlnery Vehlcies Equipment Equipment Total
8 Commission P000 P'000 P'oco P'000 P'000 P'000 P'000

Year ended 31 December 2020

Cpening carrying amount 105,085 3 227021 70 877 1,180 129,938
Additions - - 1,730 615 11 142 2,498
Oepreciation charga {4,886) - (8,782} {53) {325) (757) (15,804)
Disposals {2,037) - - - - (8) (8,045)
Depreclation on disposals 4,008 - u - - 8 4,014
Closing carrying amount 95 168 ] 14,668 631 563 566 111,598

At 31 December 2020

Costfvaluation 188,815 4,548 145415 19,904 14,726 36,221 409,628
Accumulated depreciation and impalrment (93,646} (4,545) {130,747)  (18,274) (14,164) {35,620) {297,985)
Carrying amount 95,168 3 14,668 631 563 566 111,599
Year ended 31 December 2019

Opening carrying amount 131,631 3 36,253 143 1,176 2,008 171,210
Impairment {22,3186) - (4,825} - - - {27,141)
Additions 1,003 - 829 - 121 81 2,133
Depreciatlon charge (5,233) - {8,636) (73) (419) (906) {16,267)
Disposals - - - (324) - {120} {444)
Depreciation on disposals - - - 324 - 120 444
Closing camying amount 105,085 3 22,721 70 877 1,180 129,936

At 31 December 2018

Costivaluation 197,852 4,548 143,685 19,289 14,716 36,078 418,168
Accumulated depreclation and impatrment {92,766} (4,545) (120,865) {18,221) {13,838) {34,863}  (286,128)
Camying amount 105,085 3 22,721 70 a77 1,180 129,936

included in Property Plant & Equipment are fully depreciated assets an an Original Cost of P63.5 million (2019 : P63.5 miliion} at the

The details of the Commissions freehoid jand and buildings are available at the Head Office in Lobatse. The Commission is
engaged in a project to update and obtain tittle deeds over the properties owned by the Commission as a number of tittle deeds
over the Commissions properties are not availabie to reflect historic ownership to date,

NB: The assets in Lobatse have been securad under a deed of hypothecation
Against The Standard Chartered Bank Botswana Limited Loan.

Lease Hoid L and & Buildings
The tenure of the lease is 89 years. The lease is sllent on the use of the land.
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NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS (CONTINUED)
31 DECEMBER 2020

PROPERTY PLANT AND EQUIPMENT (CONTINUED),
FAIR VALUE OF PROPERTY PLANT & EQUIPMENT

The fair value of the Property, Plant and Equipment which are revalued as per the Group policy
(Freehold Land & Buildings and Plant & Machinery) is determined by an independent valuer with
appropriate qualifications and experience in the valuations of the property, plant and equipment of
the Commission. The Group carries out its revaluation every 3-5 years, with the last valuation
having been carried out in 2017.The fair values are estimated using level 3 inputs. Level 3 inputs
are unobservable inputs for the asset.

Revaluations are made with sufficient regularity to ensure that the carrying amount does not differ
materially from that which would be determined using fair values at the end of the reporting period.
Fair value for Buildings and Plant & Machinery is determined using the depreciated replacement
cost model and on Freehoid land the market comparable method is used. This means that
valuations performed by the vaiuer are based on prices of transactions involving properties of a
similar nature, location and condition. Since the valuation is performed using significant non
observable inputs , the fair value is classified as level 3 measurement.

The main input factors used in the model were the area of each property and the estimate of each
property and estimated value per square per meter based on the conditions of the properties.

The following significant input, amongst others measures were used in the model:
a) expected average life that each type of asset will remain in service before requiring
replacement R
b) The cost of replacing the existing assets with their modern equivalent's assets; and
c) The estimated useful life adjusted by the condition factor to determine the remaining useful
life of the assets.

Significant increases (decreases) in estimated average life, replacement cost and estimated

usefu! life would result in a significantly higher(lower) fair value of the properties . The higher the
price of a comparable property , the higher the value of the property.
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IMPAIRMENT

BMC operates in the cattle industry which is subject to unpredictable factors. Historically, the business has
been negatively impacted by drought due to lack of rain. Live Catfle export in 2019 and 2020 also negatively
affected throughput. The Maun plant has to quarantine cattle from red zone before slaughter which hampers
production output and resultant financial performance. In certain regions, BMC has experienced cattle
supply shortages as a result of competition from local abattoirs resulting in erratic supply which is not
sustainable.

The business currently operates through three (3) Cash Generating Units {CGU'S) being three factories
(Slaughter house ,one cannery and the Head office.)

The Group assessed, as at 31 December 2020, whether there is an indication of asset impairment.

The Fair Value less Cost to dispose (FVLCTD) method was used for the purpose of accessing for
impairment in the business Cash Generating Units, instead of the Discounted Cash Methodology as
accordance with IAS 36 Impairment of Assets due to the negative cashflow during the explicit and terminai
period. The recoverable amount was determined to be P46 million.

The following procedures were used to determine the impairment:

a) Evaluation whether objective evidence of impairment exists for individual assets and the CGU’s.

b) performed an independent multiple valuation assessment based on a level 2 fair value assessment
criteria. BMC is loss-making and in a net liability position and as a result management was unable
to perform a profitability multiple such as price to eamings (P/E) or enterprise value to earnings
before interest, depreciation and amortisation (EV/EBITDA) nor were to perform a book value
multiple assessment. Management performed an enterprise value to revenue (EV/Revenue)
assessment for BMC.,

The following key assumptions were applied in the determination of the carrying values of the CGU’s:

a) Peer companies — Management used comparable peers in the packaged foods and meats industry.

b} Control premium - As per an African valuation methodology survey, a control premium of 20.0% was
applied to the range of EV/Revenue multiples to compute the enterprise value on a 100% controlling
basis

¢) Size adjustments - The size adjustment is typically applied if the target business is smaller/bigger
than the listed companies used in the comparable peer set. This is an appropriate methodology for
valuation purposes to include a size discount. Based on BMC’s revenue relative to its peers,
adjustments were made across the peer set,

d) Country risk premium - BMC operates mainly in Botswana which is an emerging market and the set
of comparable peers we selected included entities operating in developed markets. We have applied
a country risk adjustment to the peer set by comparing Botswana's country risk premium to each
peer's country risk premium. A discount/premium was calculated based on the difference in
geographies of operation.

Based on the above procedures performed above, Management determined that the fair value less cost
to dispose exceeds the camrying amount of the CGU’s hence no impairment to account for as at 31
December 2020,
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9 [.ease Liabllities

Carrying amounts of lease labilities and movements during the period

BLUILDINGS FORK LIFT RACKING SYSTEM PRINTERS TOTAL
As at 01 January 2020 961 2,862 1,017 341 5,180
New Leases - - - 98 98
Interest Chargad 33 M 47 21 272
Payrments (802) {691) (1,049) (126) {2,768}
Exchange differences 14 (32} {14) (10) (42)
As at 31 December 2020 106 2,310 - 324 2,740
BUILDINGS FORK LIFT RACKING SYSTEM PRINTERS TOTAL
As at 01 January 2019 1,789 272 2,030 308 4,398
New Leases " 2,732 - 105 2,837
Interest Charged 31 66 151 28 2758
Payments {B5B) (207) {1,164) {101} {2,330)
As at 31 December 2019 961 2,882 1,017 341 5,180
Minimum lease payments due: DISCOUNTED UNDISCOUNTED
2020 2018 2020 2018
Within 1 year 681 2,968 767 1,342
2-5 years 2,060 2214 2,324 2,485
Present Value of minimum lease payments 2,740 5,180 3,088 5,837
Right of use Assets Recognition
Carrying Amounts of right of use assets recognised and movements during the year
BUILDINGS EORK LIFT RACKING SYSTEM FPRINTERS TOTAL
As at 01 January 2020 1,194 2,843 1,104 332 5473
New Leases - - - 98 o8
Depraciation Expenses (905) (422) (764) {85} (2,176)
Exchange differances 34 {434) (340) {35) {776}
As at 31 December 2020 322 1,986 - 311 2,619
BUILDINGS FORK LIFT RACKING SYSTEM PRINTERS TOTAL
As at 01 January 2018 1.78¢ 272 2,030 308 4,388
2018 Prepayment B/F 201 - - - 201
New Lease - 2,732 - 105 2,837
Depreciation Expenses (798} (161) (925) {81} {1,963)
As at 31 December 2019 1,184 2,843 1,104 332 5473
The following amounts are recognlised In the
statements of profit and loss and other
2020 2019
Depreciation on right - of uge-assets 2176 1,963
Interest paid 272 275
Total amount recognised In Proft or loss 2,448 2,238
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Consolidated

2020 2019
P'0C0 P'aga
10 INVESTMENT PROPERTY
Opening carrying amount 5,310 10,200
Fair Value adjustment - {4,890)
Closing carrying amount 5,310 5310
Fair value 5310 5,310

The fair value of the investment property was determined as at 31 December 2020 by Apex Properties Botswana
(Proprietary) Limited, an independent valuer with appropriate qualifications and experience in the valuation of
the properties in the relevant location. For invesiment properties, a valuation methodology based on a Discounted
Cash flow model was used, The valuation covers filling station, warehouse, workshop and ancillary offices as
they located in the same placa .

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

The duration of the cash flows and the specific timing of inflows and outflows are determined by events such as
rent reviews, lease renewal and related re-letting, redevelopment, or refurbishiment. The appropriate duration is
typically driven by market behaviour that is a characteristic of the class of real property. Periodic cash flow is

typically estimated as gross income less vacancy, non-recoverable expenges, collection losses, lease incentives,
maintenance cost, agent and commission costs and other operating and management expenses. The series of
periodic net operating income, along with an estimate of the terminal value anticipated at the end of the projection
period, is then discounted.

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

Generally, & change in the assumption made for the estimated rental value is accompanied by a directionally

simitar change in the rent growth per annum and discount rate {and exit yield), and an opposite change in thelong
term vacancy rate.

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

Level 1; Quoted (Unadjusted) prices in active markets for identical assets or Habilities.‘

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

Level 3: Inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs)
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investment [n Property (Continued)
The inputs used in the fable below are level 3.
The size of the invesiment property is 8885.00 Metres squared

Significant unobservable {weighted average}
Inputs Range
2920 2018
P'000 P’000
Caltex filing station Estimated rental value par 29,330 29.330
(Valuation Technigue used ! month
DCF Mothod)
Rent growth p.a 6.8% B6.8%
Long-ferm vacancy rate 33% %
Discount rate B% - 8%
Rental income 117 352
Expenses on properties on 240 240
which rental income s eamed
Profit on investment Property {122) 112
Consolidated Commission
2020 2019 2020 2019
% Equity P'000C P'000 p'o0a P'ooc
11 INVESTMENTS held
Subsidiary companies:
Botswana Meat
Commission (UK)
Holdings i.imited - 100 - - 2,866 2,868
UK London Shares
at cost

Lobatse Leathers

(Proprietary} 100 - - 300 300
Limited - Botswana

Shares at cost

Mainiine Camiers

(Botswana)

(Proprietary) ' 100 - - 4,308 4,308
Limited - Botswana

Shares at cost

Debentures In Ciifton School 10 10 10 10
10 10 7,484 7,484

Debentures in Clifton School
These are debentures held at FalrValue and they carry ne interest and no fixed maturity date.

Associates: GPS Norway
GPS Food Group AS - shares at cost  (33%)} - - - -

Effect of foreign exchange rates -

Share of the profit of GPS Foed Group AS - 1,778 - -
- 1,778 - -
Impairmment - {1,778) - -
10 10 7,484 7,484

The shares in GRS Food Group AS were acquired on 1 July 2044,
Investments in subsidiaties afe measured atcost at Cemmission leve} and associates are measured using the equity method at Group
tevel, GPS food Group AS is a whalesaler of meat and meat products situaled in Norway Oslo Professor Birkelands vei 28a.

GPS Food Group AS-ASSOCIATE KEY FINANCIALS

2020 2019 2020 2019
Income Statement Statement of Financial Position
Sales Revenue 186,661 344,093 Current Liabilities 73,284 65,307
Profit Befora Tax {280} 6,533 Current Assets 89,065 80,728
Profit After Tax (275) 5,387  Cash and Cash Equivalents 54,138 26,115
Interest Income - B Non Current Assets 68 113
Total Operating Expenses 186,823 337,486 Non Current Liabilities - -
Depreciation 49 50 Total Equity 15,840 15,533
Income 1ax Expense (B) 1,148
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Assoclates: GPS Norway (Continued)

IMPAIRMENT OF GPS NORWAY - THE RELATED DISCLOSURES

BMC UK Holdings Ltd own 33% shares in GPS Norway. Since its inception the Associate
has not paid any dividends to BMC UK, thus no cash inflows have come through from the
investment.

Currently the Associate Investment in GPS Norway is impaired to a nil amount

There has afso been a dispute between GPS FOOD GROUP {RELAND and BMC since
the expiry of Agency Contract in June 2019 ,

That Is GPS Food Group lreland which used to sell BMC products in the EU and
Norwegian markets.

Though the Investment in GPS Norway by BMC UK Holdings Ltd is independent the board
has expressed its displeasure and would want to disinvest in

GPS Norway, in view of the following aspects:

i Flow of cash from the Associate

i.  The cancellation of the GPS Food Group lreland contract

ili. The investment in associate for current year has been impaired

The Investment in the Assaciate is still impaired as was in the prior years, because the
conditions In regards fo the investment and the relationship with the company has not
changed. The BMCs does not have active participation in the Company and still not
receiving any dividends from the investment,

L

Consolidated
12 INVENTORIES

Commission

2020 2019 2020 2019

Finished goods 16,383 89,762 16,383 89,762
Obsolete inventory allowance - Finished goods (3,975 (8,592) {3,875) (8,592)

12,408 81,170 12,408 81,170
‘Stores 20,124 19,405 20,021 18,301

20,124 19,405 20,021 19,301
GRAND INVENTORY 32,533 100,578 32,429 100,472
BREAK DOWN OF FINISHED GOODS l
Meat Stocks ‘ 2,312 7,404 2,312 7,300
Deboned Meat Stocks 9,449 67,303 9,449 B7 407
By-products 648 8,462 648 6,462
TOTALS 12,408 81,170 12,408
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31 DECEMBER 2020

Cansolidated

Commission

2020 2018 2020 2019
13 TRADE AND OTHER RECEIVABLES P'000 P'000 P‘000 P'000
Trade receivables 66,858 95,374 60,647 94,342
Allowances for expected credit losses (48,008) (39,583) (45,8971) (38,574)
Trade receivables - nat 18,350 58,780 14,676 55,768
Value added tax 1,185 4672 1,185 48672
Other receivables 7,788 11,926 3,983 1,809
27,252 72,379 19,813 62,249
Movement in the allowance for doubtful debts
Balance at beginning of year 39,593 40,320 38,574 40,320
Provision raised on new frade receivables 8915 2,446 7,397 1,527
Provisions reversed on seftled trade receivables - (3,173) - (3,273)
Balance as at end of years 48,508 39,593 45,971 38,574

in determining the recoverability of a trade receivable, the Group and Cormimission consider any change in the credit quality of
the trade receivable from the date credit was initially granted up to the reporting date. There is low credit risk relating to frade,
receivables as they are in different regions, All sales are to wholesalers accordingly, the Commissioners believe that there is
no further allowance required in excess of the aliowance for doubtful debts recognised in the statement of financial position.
The average credit period is 30 days (2018: 30 days).

THE GROUP AND COMMISSIONS ARE SPLIT BY REGIONS AND MARKETS AS FOLLOWS

GROUP COMMISSION
2020 2019 2020 2018
EUROPE 3,487 24,356 541 23,603
SOUTH AFRICA 31,340 34,263 28,075 33,984
LOCAL 22,217 30,791 22,217 30,791
OTHER MARKETS 9,813 5,964 9,814 5,964
TOTAL 66,858 95,374 60,647 94,342

Customer credit risk is managed by each business unit subject to the Group's established policy, procedures and control
relating to customer credit risk management. Credit quality of a custemer is assessed based ar an extensive credit rating
scorecard and individual credit limits are defined in accordance with this assessment.
Qutstanding customer receivables are regularly monitored and any shipments to major customers are generally covered by

letters of credit or other forms of credit insurance.,

The Group evaluates the concentration of risk with respect to trade

receivabies as low as the cusiomers are spread across the regions. Credit risk is more concentrated in South African Market

which has a bigger amount for the receivables.
14 CASH AND CASH EQUIVALENTS

Cash at bank and in hand 66,613 43,182 47,025 19,525
Short-term depaosits 5,410 8,309 533 568
72,023 49,490 47,618 20,094
15 BANK OVERDRAFTS Consclidated Cornmission
2020 2019 2020 2019
P'000 P'000 P'000 P'000
Bank overdrafts comprise:
Trade finance 637 - 637
Banc ABC - 637 - 637
Standard Charntered Bank Belswana Limited - - - .
Current account overdraft 17,908 17,298 17,908 17,298
Standard Chartered Bank Botswana Limited 17,908 7.514 17,808 7,914
Banc ABC - 4,785 - 9,785
17,908 17,935 17,908 17,938

51




BOTSWANA MEAT COMMISSION
NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS (CONTINUED)
31 DECEMBER 2020

Cansolidated Commission
20210 2018 2020 2019

i6  BANK OVERDRAFTS (continued) P'000 P'000 P'o00 P'000

Overdrafi/frade finance facilities limits

Amount utilised 17,008 17,835 17,908 17,935

Amount available 355,791 355,826 352,092 352,085

Total facility 373,698 373,762 370,000 370,000

The bank overdrafts and trade finance faciliies are

denominated in BWP and ZAR with fimits as fqllowa:

Botswana pula denominated {thousand) BWP370 006 BWP370 000 BWP370 000 BWP370 000

South African Rand dencminated- Held with

Standard Bank ZAR 5,000 ZAR 5,000 ZARD ZAR O

The trade finance facility received from Standard Chartered Bank Botswana Limited is drawn in Botswana Pula
1. An irrevocable unconditional Government guarantee for BWP300 000 CO0. This is heid as security for the

faciiity should the Commission not be able to pay, the bank will call on the guarantee. The daie of origin of the
Government guarantee is 04 August 2014.

16 TOTAL BORROWINGS RECONGILIATION

16,1 Long Term Borrowings - 2,973 - 2,073

16.2 Short Term Bomowings 262 187 183,883 262,187 183,883
TOTAL BORROWINGS 262,187 186,856 262,187 186,856
NB:

The Government extended the Commission a loan of P160 Million in 2019 payable in 12 months at an interest of 5%,
and another P88 Million in Feb 2020 payable in 12 months at an intarest of 4.75%
No repayments have been made to date.
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Consolidated Commission
2020 2019 2020 2018
16 BORROWINGS (CONTINUED) P'000 P'000 P'00O P'000
Borrowings Unsecured
GOVERNRMENT LOAN P160 Million
| .oan is repayable at a rate not exceeding 5% per annum. - - - -
Capital 160,000 160,000 160,000 160,000
Interest 10,705 2,683 10,705 2,683
Total 170,705 162,683 170,705 162,683
GOVERNMENT LOAN P88 Million
Loan is repayable at a rate not exceeding 4.75% per annum, - - - -
Capital 88,000 - 88,000 -
Interest 3,481 - 3,481 -
Totat 91,481 - 91,481 -
TOTAL GOVERNMENT OF BOTSWANA LOANS 262,187 162,683 262,187 162,683
Long Term - - - -
Current Portion of Government l.oans 262,187 162,683 262,187 162,683
Government Loans 262 187 162,683 262,187 162,683
African Banking Corporation Loan - 3,363 - 3,363
Standard Chartered Bank Botswana Limited Loan - 20,809 - 20,809
TOTAL BPRROWINGS 262,187 186,855 262,187 186,855

A Government loan of P 160 Million at an annual interest rate of 5% was obtained in August 2018,
and another Government loan of PB8 Mifliom at an annual interest rate of 4.75% was obtained in
February 2020.
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Consolidated

Commission

) 2020 2018 2020 2019
17 DEFERRED TAXATION P'000 P'000 P'ooo P'000
Balance at beginning of year 9,307 10,742 - -
Exchange differences {922) (337} - -
Profit and Loss Note 7 {2,070 {1,097) - -
Balance at end of year 6,316 9,307 - -
DEFERRED TAX TEMPORARY DIFFERENCES
Deferred Tax Liability - - - -
Accelerated Depreciation for tax purposes 1,662 1,690 - -
Prepaid Expenditure 204 288 - -
Revaluation of assels 8,348 8,852 - -
Total Deferred Tax Liability 10,213 10,831 - -
Peferred tax asset - - - -
Provisions (3,897) (1,524) - -
Deferred Tax Liability 10,213 10,831 - -
Deferred tax asset (3,897) (4,524} - -
Total Net Deferred Tax Liability 6,316 9,307 - -
18 TRADE AND OTHER PAYABLES
Trade payables 48,823 203,114 61,231 225,618
Accrued expenses 17,995 17,418 10,618 8,160
Payroll accruals 12,504 12,639 12,504 12,639
Withholding tax payable 8,878 33,708 7,942 32,861
Other payables 1,253 3,296 1,238 3,275
89,254 272,236 93,533 284,615

WITHHOLDING TAX:
Represents withholding tax at 4% for slaughtered/procured cattie,

CREDIT PERIOD:

The average credit period for trade payables is 30 days (2019 30 days). No interest is
charged on the trade payables. The Group and Commission have financial risk management
policies in place to ensure that all payables are paid within a reasonable time of the agreed

credit terms as per the group policies.
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19  FINANCIAL INSTRUMENTS

The group’s activities expose it to a variety of financial risks: Capital risk, credit risk market risks (including
currency risk and interest rate risk), and liquidity risk.

The group’s overall risk management programme focuses on the unpredictability of its markets and seeks to
minimise potential adverse effects on the group's financial performance,

Risk management is carried out by senior management under policies approved by the Beard of Directors.
The Board provides principles for overall risk management, as well as policies covering specific areas, such
as foreign exchange risk, interest rate risk, credit risk, and the investment of excess liquidity.

19.1 Capital risk management

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

The capital structure of the Group and the Commission consists of net debt, which includes the
borrowings and bank balances and cash and the Commission's capital and reserves disclosed in the
statements of changes in equity.

Gearing ratio

The Group's overail management strategy is to maintain the gearing ratio at a minimum. On an annual
basts, In line with Botswana Meat Commisslon Act (Cap 74:04) (As amended) Sections 13 and 14, the
Commission sets aside funds for the redemption of borrowings from accumulated surplus. Although the
act does not provide the value of the monies to be set aside, management determines every year how
much funds to set aside for this course. The provision made in the books for 2020 is P30 Million. The
Group manages its capital structure and makes adjustments to it, in light of changes in economic
conditions. The Group monitors capital using a gearing ratio, which is net debt divided by total capital
pius net debt,

Consolidated Commission

2020 2019 2020 2019

P'oo0 P'000 P'000 P'000
Debt 280,094 204,791 280,094 204,791
Cash and cash equivalents {note 14) {72,023) (49,490) (47,618) (20,094)
Net debt (i) 208,071 155,301 232,477 184,697
Reserves (ji} (58,659) (56,441) {2086,247) (209,420)
Gearing Ratio 1.87 2.07 10.68 (8.28)

« Debtis defined as borrowings and averdrafts, as disclosed in note 16-17.

- Reserves comprises reserves as disclosed in the statement of changes in reserves.
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20 Categoaries of financial instruments

The Commission financial assets are classified and measured at amortised costs

Financial assets

Amortised cost

Trade receivables 26,137 67,706 18,659 57,577
Amounts due from Group Companies - - 18,791 31,147
Debentures from Cliffon 10 10 10 10
Cash and Cash equivalents 72,023 49,480 47,618 20,094
Total 98,170 117,207 85,077 108,827
Financial liahilities
Amortised cost

" Trade payables 68,072 223,828 73,086 237,055
Borowings 262,187 186,856 262,187 186,856
Amounts due to group companies : - - 77,510 75,718
Bank Overdrafts 17,908 17,935 17,908 17,935
Total 348,166 428,619 430,691 517,563
Finance costs
Financial liabilities at amortised cost 13,582 11,512 16,688 14,561

‘y

Finance income
Loans and receivables 278 297 278 297

24 Credit risk

Credit risk is the risk that a counterparty will not meet its obligations under a financial instrument or customer
contract, leading to a financial loss. As at 31 December, the Group is exposed to credit risk from its operating
activities (primarily trade receivables) and from its financing activities, including deposits with banks and financial

insiitutions,foreign exchange transactions and other financial instruments.

The following table summarises the maximum exposures to credit risk.

Consolidated

2020 2019
Total credit risk comprises: P'ogo P'000
Cash and Bank 72,023 49,490
Amounts due From Group Companies - -
Trade and other receivables 26,137 67,708
Total maximum exposure 98,160 117,197

The Total maximum exposure for the Group not taking info account credit insurances

considered in the calculations of ECL is P 48.4 Million.

-56-




BOTSWANA MEAT COMMISSION
NOTES TO THE CONSOLIDATED AND SEPARATE FINANCIAL STATEMENTS {CONTINUED)
31 DECEMBER 2020 ’

Set Out Below is information about the credit risk exposure on the Groups % Commlssion trade
receivables assets using a provision matrix

COMMISSION
2020
DAYS PAST DUE
CURRENT | 31-60 Days | 61-90 Days | Over 90 days] TOTAL
Expected Credit Loss Rate 1% 3% 6% 100%
Estimated Total Gross
Carrying Amount at Default 10,238 2,699 2,266 45444 60,647
Expected Cradit Loss 115 82 147 45,627 45,871
2019
DAYS PAST DUE
CURRENT |} 31-60 Days] 61-90 Days | Over90days| TOTAL
Expected Credit Loss Rate 2% 6% 10% S0%
Estimated Total Gross
Carrying Amount at Default 46,367 2,305 4,474 41,195 04,342
Expected Credit Loss 791 136 445 37,202 38,574
GROUP \
2020
DAYS PAST DUE
CURRENT | 31-60 Days| 61-90 Days [ Over 90 days TOTAL
Expected Credit Loss Rate 1% 5% 8% 100%
Carrying Amount at Default 10,467 2,758 5,821 47,811 66,858
fExpected Credit Loss 129 128 439 47 811 48,508
2019
DAYS PAST DUE
CURRENT 1} 31-60 Days | 61-90 Days | Over 90 days TOTAL
Expected Credit Loss Rate 8% 21% 59% 78%
Carrying Amount at Default 46,874 2,331 4,523 . 41,646 95,374
Expected Credit Loss 3,562 489 2,683 32,859 39,593

Due the lmpacts of Covid 19 the Group and Commission has assumed 100% loss rate for all debtors over 90 days.
The Group and Commission collection has signficantly improved and ultimately improving the Loss rate.
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Fair value hierarchy of financial instruments

The table below analyses financial instruments carried at amortised costs, by valuation method at 31 December 2020. This
requires disclosure of fair value measurements by level of the following fair value measurement hierarchy:

Cluoted prices {unadjusted) in active markets for identical essets or liabllities (Level 1),
Inputs other than quated prices included within level 1 that are observable for the asset or liabiiity, either
directly (that is, as prices) or indirectly (that is, derived from prices) { Level 2),

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

Group Level 1 Level 2 Level 3 Total
P*000 P'000 P'000 P'000
At 31 December 2020
Borrowings Current - (275,0981) - (275,091)
- (275,091) - (275,091)
At 31 December 2019
Barrowings Current - (191,571) - (191,571)
Borrowings Non-Current - {4,201) - (4,201)
- (195,772) - {195,772)

Commission

At 31 December 2020

Borrowings Current - {275,091) “ (275,081)
- {275,091) - (275,091)

At 31 December 2019

Borrowings Cuirent - (9,521) - (9,521)
Borrowings Non-Current - {34,860) - (34,980)
. (44,481) - (44,481)

Valuation Techniques Applied:
Future Cash Flows are discounted using market - related interests rates, adjusted for credit inputs
over the contractual period of the long term borrowing.

Signiftcant Inputs
interest Rate for Government loan is 5% for the P160 Miilion loan and 4.75% for the P88 Million loan.

The values for trade recelvables, trade payables, bank overdraft, and cash & cash,intercormpany loans and
Pebentures their fair values approximate their carrying amaount.
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Cansolidated

Commission

2020 2018 2020 2018
23 FINANCIAL INSTRUMENTS (CONTINUED) P00 P'o00 P'000 P'000
23 MARKET RISKS
23.1 Foreign currency risk management
The The Group and Commission undertakes transactions
denominated in forelgn currencies. Foreign exchange rale
exposures are managed through continuous dialogue with the
bankers on the anticipated movement In the exchange rates.
The carrying amounts of the Commission's foreign curmency
denorminated assets and liabilities at the reporting dale are as
follows:
South African Rand trade payables 11,980 18,809 7,107 1,365
United States Dollar trade payables - -
Great Britain Pound trade payables 1,301 1,834 1,301 1,834
Great Britain Pound payables (reiated parties) - - 22,510 21,148
United States Dollar payabiles (related parties) - - 46,480 44,800
South African Rand payables (related parties) - - - -
13,280 20,643 77,398 89,246
South African Rand trade receivables 34,895 28,291 31,469 18,770
Great Britain Pound trade receivables _ - - - -
United States Dallar trade receivables ) - - - .
Furo trade receivables 1,670 541 17,568
South African Rand receivables (related parties) - - 17,232 17 568
Great Britain Pound receivables (related parties) - - 1,559 13,579
36,865 28,281 50,802 67,484

Forelgn currency sensitivity analysis

The following tzble detalis the Group's and Commissions sensitivity to a 5% Increase or decrease in Botswana Pula rate against
the currencies the Group and Commission Is exposed to, 5% Is the most likely change in exchange rates as assessed by the ;
Group and Commission's management. A positive number below indicates an increase in profitidecrease in foss where the Pula :
strengthens against the foreign cumency. For a 5% weakening of the Pula sgainst the fareign currencies, there would be an i

equal and opposite impact an profitioss and the balances bslow weould 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 and Commission's Profit or loss.

Consolidated Commission

2020 2018 2020 2019
Pula '000 Pula 000 Puta'000 Pula'000
increasel/decrease Effect on Effect on
in exchange rate profit before profit before
tax tax

GBP +5% 18 (92) {1,113) {470}
usb +5% - - (2,324) (2,245)
ZAR +5% 1,146 474 2,080 1,749
EURD +5% 84 - 27 a78
GBP -5% (18) 92 1,113 470
ush -5% - - 2,324 2,245
ZAR -5% {1,146) (474) {2,080) (1,749)
EURO -5% (84) - (27) (878}
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Consolidated Commission
2020 2019 2020 2018
23 FINANCIAL INSTRUMENTS (CONTINUED) P'000 P'000 P'000 P'000

23.2 Interest rate risk

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

Profit or loss 136.82 115,42 166.88 145.81

24 Liguidity risk management

Ultimate responsibliity for liquidity risk management rests with the Board of Commissicners, which has buifl an appropriate liquidity risk
management framework for the management of the Group's short, medium and long ferm funding and liquidity management requirements. The
Group manages !Iquidity risk by maintaining adequate reserves, banking facilities and reserve borrowing facilities, by continucusly monitoring
forecast and actual cash flows and matching the maturity profiles of financial assets and liabllites, Included in note 15 are the details of the
overdraft facliity that the Group has at its disposal {o further reduce liquidity risk. The Government of Botswana provides funding to the Group
and Commission when the need arises.

The expected undiscounted cash outflows related to borrewings are disclosed below both for group and commission, The rest of
the Group's financial fiabliities are short term and disciosed In note 15-16,they expected to be settied at thelr book value within the
next financtal year.

2020
COMMISSION Within 1 year 2-5 years  Over 5 years Tolal
Interest bearing loans and
borrowings 275,091 ) ) 275,001
Bank Qverdraft 17,808 " - 17,908
Trade Payables 71,849 - - 71,849
Amounts Due to Group
Cormpanles 77,510 ) i 77,510
GROUP Within 1 ysar 2-5years OverSyears  Total
Interest beating loans and
borrowings 275,084 B - 275,091
Bank Qverdrait 17,908 - - 17,808
Trade Payables 71,258 - LI 71,258
2019
COMMISSION Within 1 year 2-5years Over 5 years Total
Interest bearing loans and
borrowings 194,574 4,201 ) 165,772
Trade Facilities 837 - - 837
Bank Overdraft 17,298 - - 17,298
Trade Payables 233,779 - - 233,779
Amounts Due to Group
Companies 75718 B ) 75,718
GROUP Within 1 year 2-5years QOver5years Total
Interest bearing [vans and
horowings 191,571 4,201 - 195,772
Trade Factiilles 637 - - 637
Bank Ovardraft 17,288 - - 17,288
Trade Payables 256,180 - M 266,180
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Commission
25 RELATED PARTY TRANSACTIONS AND BALANCES 2020 2019
POn0 P'000
The related parties of the Commission are the Government of Botswana refer note 16.1,
its subsidiaries as disclosed In Note 11 and the Commissioners and senior management,
The following refated party transactions were entered info:
25.1 Services charges
Management fees Payable - Botswana Meat Gommission (UK) Holdings Limited {subsidiary) 2,308 2,471
Storage expenses Payable - Table Bay Cold Storage (Proprietary) Limited (subsidiary) 1,301 1,385
Management fees Payable - Table Bay Cold Storage (Proprietary) Limited ( subsidiary) 1,083 8,471
Management fees Receivable - Malntine Camiers Botswana {Proprietary} Limited (subsidiary) (240) (240)

4,452 12,087

25.2 Inferest paid

Allied Meat Insurance Company Limited, Cayman Islands (subsidiary) {3,161) {2,945)
BMC UK Holdings Limited (Subsidiary) {411) {381)
{3,5672) (3,326)
25,3 Subventions recelved from Government 128,801 183,060
25.4 Directors Fees 137 111
Commissipn
2020 2019
RELATED PARTY TRANSACTIONS AND BALANCES (CONTINUED) P'O00 p'oog
25,5 Amounts due from group companies
BMC UK Holdings Limited (Subsidiary) 1,558 13,57¢
Table Bay Cold Storage (Propretary) Limited (subsidiary) 17,232 17,568

18,781 31,147

These are in regard fo Commissions deblors collected by the UK and TBCS subsidlaries
and yel fo be remitted to the BMC parent entity as at year end.

25.6 Amounts due to group companies

BMC Meat Importers Limited, Guernsey (subsidiary} 16,636 15,577
Allied Meat Insurance Company Limited, Cayman fslands {subsidiary) 46,480 44,800
BMC UK Holdings Limitad (subsidiary) 5,874 5,671
Mainline Carriers {Proprietary) Limited (subsidiary) 8,358 9,510
Lobatse Leathers (Proprietary) Limited (subsidiary) 181 161
77,510 75,718

BMC Meat Importers Limited, Allied Meat Insurance Company Limited and Table Bay Cold Storage facllities are:
ubsidiaries of Lobatse Leathers, hence consolidated under Lobatse Leathers.

The amounts due to Group companies are loans oblained from the subsidiaries by the parent Company al an average fixed,
interest rate of 7% and have no lerms for repayments.

Mainline Carriers due amount is an Intarcompany net advance from the entify to the parent comparny.
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257

258

25.8

28

Related party balances included in receivables
Table Bay Cold Storage (Proprietary) Limited (subsidiary)

This Is an intercompany net advance balance, that was seftled subsequent to year end.

Transactions related to board members

Producer payments - Cattle Slaughter (Commission and consolidated)
Remuneration of key management personnel

Short term benefits (Commission and consolidated)

NOGTES TO THE STATEMENTS OF CASH FLOWS

Cash used in operations

Operating surpius/loss

Adjustments for;

Depreciation of property, plant and Equipment
Depreciation of Right of Use Asset

impairment

Fair value (Gain)/Loss on investment Property
(Gain)/l.oss on disposal of property, plant and equipment
Efiects of ¢changes in foreign exchange rates

Movements in working capital

Decrease/(increasajin inventories

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

increase /(Decrease) in amounts due to group companies

Cash used in operations

62

Consolidated

7,107

8,382

7,107 6,382
339 6,769
5,850 7,086

Commission

2020 2018 2020 2018
P'000 P'000 P'000 P'000
6,737 (93,880) 19,584 (89,822
22,220 21,499 15,804 15,823
2,176 1,963 - -
- 27,141 - 27,141
. 4,890 . .
(25,938) 89 (25,938) 89
7217 ® 17,289 - -
12,412 (21,029) 9,450 (46,890}
68,043 (16,889) 88,043  (17,344)
) ; 12,356 (8,371}
42,305 9,832 39,602 2,815
{182,981) (39,798)  (191,082) (24,445 .
- - 1,792 4,101
(72,634) (46,854)  (69,290) _ (43,244)
(60,222) (67,883) (59,840) _ (90,133)
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27

NOTES TO THE CASH FLOW STATEMENT {CONTINUED)

COMMISSION AND GROUP

CHANGES IN LIABILITIES ARISING FROM FINANCING ACTIVITES

PRINCIPAL {oan INTEREST
Group pi-Jan-20 REPAYMENT Recelved INTEREST  PAYMENT  31-Dec-20
Current Interest bearing loans P'OO0 P'000 Podo P'000 P'o00 P00
Bolswana Govemment Loan 162,683 B 88,000 11,504 N 262,187
“Term Loan - African Banking Corporation 3,363 {3,363) - 49 (49) -
Standard Chartered Bank Botswana Limited Loan 20,808 (20,808} “ 366 (366) -
Total Liabilities from Financing 186,856 {24,172) 88,000 11,9149 (415) 262,187
COMMISSION AND GROUP

PRINCIPAL  Loan INTEREST
Group pi-Jan-19 REPAYMENT Received INTEREST  PAYMENT  31.Dec-19
Current Interest hearing loans P'000 P'DOO P'000 P'oo0 P'000 P'000
Botswana Govemment Loan of P 180 Milllon - - 160,000 2,683 - 162,683
Term l.oan - African 8anking Corporation 9,112 (5,749} - 298 (296) 3,383
Standard Charered Bank Botswana Limitad Loan 32,700 (11,891 - 1,202 {1,202} 2{,800

1,812 (17.640) 160,000 4,162 {1,488) 186,856
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Consolidated Commission
28 CONTINGENT LIABILITIES AND ASSETS 2020 2019 2020 2018
P'000 P'000 P*‘000 P'000
28.1 Confingent liabilities
1 Interest Claim - Feadlotters 13,375 - 13,375 -
High Court cost claims - Waigreen
2 Investments 2697 - 2997 -
Claims instituted by Makhoks Feediot for
damages for alleged hreach of Commission's -
3 obligations. - 8,983 8,883
Guarantees from Standard Charered Bank
4 Botswana Limited - 14,160 B 14,160
' tn favour of Standard Chartered Bank London L - 37,060 - 37,060
5 Guarantee in favour of Transnet 1,040 752 1,040 752
5 Customs and excise guarantee in South Africa 3,063 362 3,063 362
5 Guarantee fo South African Revenue Services 445 2,175 45 2,175
20,920 63,492 20,920 63,492

1. Feedlotters filed claitns of interest charges on the principal amounts they were owed. The Cout ruled in their
favour and 75% of these has been settled subseguent to year end.

2. Walgreen investments alsoc submitted to the BMC high court cost charges that had to be settled subsequent
{o year end.

3. Makhoks changed his claim and filed a claim with other feedlotters who are claiming jate payment

interest, which falls under Interest claims-Feedlotiers.

Guarantees
4.The prior year guarantees on the BMC debts are no longer applicabie as those debts have been paid up in 202¢
&.These are guarantees on the performance of an obligation

28.2 Contingent Asset
GPS Food Group AS is an impaired Associate
and BMC is likely to be rembursed the cost of 1,944 - . z

The details of GPS Foed Group have been disclosed under Note 14

28.3 Future capital expenditure Consolidated Commission
Autherised but not yet contracted for 61,711 31,333 61,711 31,333

Capital expenditure will be funded from internally generated funds and external funding as necessary.
28.4 Operating lease commitments {Receipts)
Future minimum lease receipts:

Not later than one year 1,377 1,189 - -
1,377 1,189 - -

The leased property constitute a Cold stere comprising 5917 square meters with surrounding tarmac
siuated in Cape town Auckland Street, Paarden Efland. The lease is for a duration of 3 years with an
option to renew for a further 3 years,
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29. EVENTS AFTER THE REPORTING PERIOD

a) Adjustable Events:
There were no adjustable events that happened after year end.

b) Subsequent to year end a new Board was appointed,

30.IMPACT OF COVID 18:

The Covid 18 pandemic occurred at the beginning of the Group reporting period 31 December
2020 therefore has an impact on the assets and liabilities in the financial statements of the
abavementioned period. Management continues to monitor and assess and estimate the impact
of Covid -19 on the current and future reporting periods.

On 30 January 2020, the International Health regulations Emergency committee of the WHO
declared the outbreak a "public Health Emergency of International Concern”. The Government
took hid on the panhdemic risk, like other govemments across the giobe, and implemented
mitigating factors such as lockdowns, enforcing use of face masks, and utilized various platforms
of the media to inform the nation on the risks of the pandemic and prevention and mitigating
means against the disease. The pandemic has continued to mutate into further acute variants,
some futile to human lives along the journey of 2020. The Government of Botswana, yet again
as other governments across the globe, also took hid of this, such that during the festive season
a curfew enforcement was implemented restricting movements from early evening hours. These
mitigating measures gave adverse consequences to economic constrictions in regard to growth
and underemployment, that have continued fo haunt the subsequent year, 2021. 2021 is
seeming hopeful with the advent of vaccination that has been significantly rolled out in Europe
and America, and some few parts of Africa. Botswana has rolled out vaccination to the few
elderly population and essential services professionals, as well with plans to roll it out to the
majority of the active adult population (the vaccinations have been acquired).

Botswana Meat Commission and its customers have been impacted by the outbreak and by the
measures taken in preventing the spread of the disease. the critical judgement and evaluation
that management made is whether and, if so, what event in this series of events provides
evidence of the condition that existed at the end of the reporting period for the Group's activities
or its assets and liabilities. When making this judgement , the Group took into consideration all
available information about the nature and the condition of the pandemic and measures taken.
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The Covid 19 is expected to have a negative impact on the level of impairments due to
challenges posed by the pandemic, especially in the tourism and entertainment.Management
adjusted the ECL loss rate to 100% for outstanding debtors over 90 days.Management will
continue to apply due diligence when assessing the creditworthiness of potential customers
and work closely with valuers who appraise collateral especially for passible impact from the

pandemic and prevailing conditions. The collections of payments from customers will be closely
monitored so that the necessary action is taken timeously.

There is also some positive news in which the Norway market increased its prices by an average
of 16% beginning of 2021 which will significantly improve the liquidity of the organization,
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31.GOING CONCERN

The Group and the Commission reported a total Loss for the year of P2.2 million
(2019: Deficit of P92.2 million) and Profit of P3.2 million (2019: Deficit P104.2 million),
respectively. The accumulated losses of the Group and Commission amount to P1.3
bilion (2019: P1.3 billion) and P1.3 billion (2019 P1.3 billion), respectively. These
conditions shows a constant performance for the Commission.

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

As part of improvements to its value chain and monitoring performance, the
Commission has developed a three year strategy termed Mahisa Strategy for the
years 20189 to 2021.

Some of the Highlights of the strategy are; ‘

A 3% reduction in production expenses at Lobatse abattoir in 2021;

A reduction of 11% in operational expenses by 2021;

.Enhance branding of Botswana Beef to grow current products’ prices by 15% in 2021;

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

The Commission reported a Profit of P3.2 million for 2020 financial year (2019: a
deficit of P104.2 million) and has accumuiated losses of P1.3 billion (2019: P1.3
billion). Section 17 of the Botswana Meat Commission Act stipulates that it is the
duty of the Commission so to exercise its functions and conduct its business as to
ensure, taking one year with another, that its revenues are sufficient to enable the -
Commission to meet the outgoings of the Commission properly chargeable to the
revenue account in terms of Section 14 of the Act. The Commission has therefore
not complied with the Act in this regard.
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33.FINANCIAL REVIEW BY BMC ON GOING CONCERN AND IMPACT OF COVID-19

The main features of the Financial performance and Financial position and principal uncertainties
BMC faces are as follows:;

a) Throughput _
Throughput is low because of the following factors:

)] Declining national head,;

i Delayed farmers payments resulting in lack of confidence in BMC by the catile
producing comimunity.

) The ongoing export of live cattle, making livestock scarce and exposing the BMC to
price competition, as the farmers demand cattle price increase per Kg.

b) The effects of Covid — 19 has been devastating to BMC business Locally and
internationally.

¢) BMC Financial resources are mainly from meat sales and Government subvention as
reflected in the Income Statement.

d) No Goodwill has been recognised in the Statement of Financial Position as the BMC
Group has not acquired any businesses that have given rise to goodwill: and

BMC does not present environmental reports and value — added statements.

2024

2 Months to Feb 2020 2019
Plant Details P'000 P'000 P'000
Plant Utility 2% 19% 51%
Throughput 649 30,330 79,157
Gross Revenues 14,521 406,149 715,964
Net Revenues 7,026 103,396 89,125
Deficit / Surplus (3,368) (4,743) (106,100)

BMC Group needs support from the shareholder in order for it to be a

going concern business. The Government has provided going concern support letter.
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