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General information

Country of incorporation and domicile

Nature of business and principal activities

Registered office

Business address

Postal address

Botswana

The Citizen Entrepreneurial Development Agency (‘CEDA)

was

established by the Government of the Republic of

Botswana to provide financial and technical support for
business development with the view of promoting viable
and sustainable citizen owned business enterprises. CEDA
was incorporated as a company limited by guarantee on
12 April 2001 and commenced operations in June 2001,

In order to fulfill its objectives, CEDA provides the
following services: ©

Financial assistance to enterprises in the form of
loans, which are offered at subsidized interest rates
and guarantees issued on behalf of entrepreneurs;
Training and mentoring, providing management and
marketing skills to the managers of its customers in
order to enhance their opportunities for success;
Provision of loan finance to young farmers;

Provide access to finance for Small, Micro and
Medium Enterprises (SMME) and to assist businesses
operating in the SMME sector of the ecanomy to
fulfill the security requirements of commercial banks
and other development financial institutions; and
Provision of risk capital to citizen owned projects
and joint ventures between citizens and non-citizens
through CEDA Venture Capital Fund.

Plot 54350, Four Thirty Square Phillip Matante Road

CBD

Gaborone

Plot 54350, Four Thirty Square Phillip Matante Road

CBD

Gaborone

Private Bag 00504
Gaborone
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Certifiad Auditors
Secretary Cynthia Sebonego
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Citizen Entrepreneurial Development Agency (CEDA)

(Registration number CO/2001/2412)
Group Annual Financial Statements for the year ended 31 March 2015

Directors’ Responsibilities and Approval

The directors are required in terms of the Companies Act (Chapter 42:01) to maintain adequate accounting
records and are responsible for the content and integrity of the group annual financial statements and related
financial information included in this report. It is their responsibility to ensure that the group annual financial
statements fairly present the state of affairs of the group as at the end of the financial year and the results of
its operations and cash flows for the period then ended, in conformity with International Financial Reporting
Standards ("IFRS") and International Financial Reporting Interpretation Committee (IFRIC") interpretations issued
by the International Accounting Standards Board and effective at the time of preparation of these financial
statements. The external auditors are engaged to express an independent opinion on the group annual financial

statements.

The group annual financial statements are prepared in accordance with International Financial Reporting
Standards ("IFRS") and International Financial Reporting Interpretation Committee (‘IFRIC") interpretations issued
by the International Accounting Standards Board and effective at the time of preparation of these financial
statements and are based upan appropriate accounting policies consistently applied and supported by
reasonable and prudent judgments and estimates.

The directors acknowledge that they are ultimately responsible for the system of internal financial control
established by the group and place considerable importance on maintaining a strong control environment. To
enable the directors to meet these responsibilities, the directors set standards for internal control aimed at
reducing the risk of error or loss in a cost effective manner. The standards include the proper delegation of
responsibilities within a clearly defined framework, effective accounting procedures and adequate segregation
of duties to ensure an acceptable level of risk. These controls are monitared throughout the group and all
employees are required to maintain the highest ethical 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 endeavors to minimize it by ensuring that appropriate infrastructure,
controls, systems and ethical behavior are applied and managed within predetermined procedures and

constraints.

The directors 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 group annual financial statements. However, any system of internal financial control can
provide only reasonable, and not absolute, assurance against material misstatement or loss.

The directors have reviewed the group’s cash flow forecast for the year to 31 March 2016 and, in the light of
this review and the current financial position, they are satisfied that the group has or has access to adequate
resources to continue in operational existence for the foreseeable future.

The group annual financial statements set out on pages 9 - 58, which have been prepared on the going concern
basis, were approved by the board of directors on 10 JAN .Mand were signed on its behalf by:
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Citizen Entrepreneurial Development Agency (CEDA)

(Registration number C0/2001/2412)
Group Annual Financizl Statements for the year ended 31 March 2015

Directors' Report

The directors have pleasure in submitting their report on the group annual financial statements of Citizen
Entrepreneurial Development Agency (CEDA) and the group for the year ended 31 March 2015.

1.  Nature of business

There have been no material changes to the nature of the group’'s business from the prior year.

2. Review of financial results and activities

The consolidated group annual financial statements have been prepared in accordance with International
Financial Reporting Standards. The accounting policies have been applied consistently compared to the prior

year.

Full details of the financial position, results of operations and cash flows of the group are set out in these

consolidated group annual financial statements.

3. Stated Capital

There were no changes in the stated capital of the company during the year under review.

4. Directors

The directors in office at the date of this report are as follows:

Directors Nationality
Dr A Tsheboeng - Chairperson Motswana
G K Mosimaneotsile Motswana
Dr TS Mampane Motswana
D Mading Motswana
B Bogopa Motswana
W Mosweu Motswana
AT Khunwana Motswana
G Mmolawa Motswana
M Mulalu Motswana
BM Ditlhabi Motswana
SM Makosha Motswana
SM Kaisara Motswana
C Mokgware Motswana
5 Ramatshaba Motswana
LB Sebetela ) Motswana
ST Marolong Motswana
Dr LP Gakale Motswana

5. Fixed assets

There has been no major changes in the nature of the fixed assets of the com
year under review and the policy relating to their use.

6. Events after the reporting period

Resigned 30 November 2018
Resigned 30 November 2016
Resigned 31 January 2019
Resigned 30 November 2016
Resigned 1 July 2015
Resigned 30 August 2015
Resigned 31 Jantary 2016
Resigned 30 November 2015
Resigned 30 November 2013

pany and the group during the

Refer to note 35 on the material subsequent events that occurred from reporting date to the date of

sighature of the annual financial statements.

S



Citizen Entrepreneurial Development Agency (CEDA)

(Registration number CO/2001/2412)
Group Annual Financial Statements for the year ended 31 March 2015

Directors' Report

7 Going concern

The annual financial statements have been prepared on the basis of accounting policies applicable to a going
concern. This basis presumes that funds will be available to finance future operations and that the realization of
assets and settlement of liabilities, contingent obligations and commitments will occur in the ordinary course of

the business.

8. Auditors
Chapter

&

PricewaterhouseCoopers are prepared to continue in office in accordance with the Companies Act (
42:01). <

9. Secretary

Postal address
Private Bag 00504
Gaborone

The company secretary is Cynthia Sebonego
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INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF CITIZEN ENTREPRENEURIAL DEVELOPMENT AG ENCY

Report on the financial statements

We have audited the group annual financial statements of Citizen Entrepreneurial
Development Agency, which comprise the consolidated statement of financial position as at 31
March 2015, and the consolidated statement of comprehensive income, consolidated
statement of changes in capital and funding and consolidated statement of cash flows for the
year then ended, and a summary of significant accounting policies and other explanatory
information, as set out on pages 9 to 58.

Directors’ Responsibility for the Financial Statements

The company’s directors are responsible for the preparation of financial statements that give a
true and fair view in accordance with International Financial Reporting Standards, and for
such internal control as the directors determine is necessary to enable the preparation of
financial statements that are free from material misstatements, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with International Standards on Auditing. Those
standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material

misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation of financial statements that give
a true and fair view in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

PricewaterhouseCoopers, Plot 50371, Fairground Office Park, Gaborone, P O Box 294, Gaborone, Botswana
T: (267) 395 2011, F: (267) 397 3901, www.pwe.com/bw

Country Senior Partner: B D Phirie
Partners: R Binedell, A § Edirisinghe, L Mahesan, S K K Wiesena
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
CITIZEN ENTREPRENEURIAL DEVELOPMENT AGENCY (continued)

Opinion

In our opinion, the consolidated financial statements give a true and fair view of, the
consolidated financial position of Citizen Entrepreneurial Development Agency as at 31 March
2015, and its consolidated financial performance and its consolidated cash flows for the year
then ended in accordance with International Financial Reporting Standards.

1 MY&&Z@ AU “" \J/lm

Individual practicing member: Rudi Binedell - Gaborone
Registration number: 20040091 24 February 2020
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Citizen Entrepreneurial Development Agency (CEDA)

(Registration number CO/2001/2412)

Group Annual Financial Statements for the year ended 31 March 2015

Statement of Comprehensive Income

Group
Figures in Pula Notes 2015 2014
Revenue 1 94 805 557 146 185 475
Cost of sales ’) 5 (63 999 233)
Gross profit 94 805 557 82 186 242
Government Grants 3 348 243 234 341 356 179
Other operating income N 4 13 026 805 14 685 013
Textile grant expenses 5 e (11 262 742) (1 356 760)
Operating expenses 6 (60 297 005) (73 701 594)
Management fees 7 . (4293 333)
Staff expenses 8 (98 625 459) (103 401 993)
Provision for guarantee claims (7 704 999) (7 476 057)
Profit arising on disposal of investments 9 2 350 000
Gain on loss of control of in subsidiary 10 17 655 430 B
Release /(Charge ) for impairment 11 55 450 249 (157 803 564)
Operating profit 351 331 071 G2 544 135
Share of (loss ) /profits from associates 1009 879 (3 033 333)
Finance cost 13 (216 151) (4 158 704)
Profit/(loss) before taxation 352 124 759 85312 098
laxation 14 768 485
Profit/(ioss) for the year 352 124 759 86 080 583
Other comprehensive income
Gain on revaluation of property plant and equipment 4 856 652
Total comprehensive income/(loss) for the year 356 981 411 86 080 583
Profit attributable to:
Owners of the parent 352 124 759 114 024 773
Non-cantrolling interest (27 944 190)
352 124 759 86 080 583

Total compreh;nsive income attributable to: )
Owners of the parent 356 681 411 114 024 773
Non-controlling interest (27 944 190)

356 981 411 86 080 583




Citizen Entrepreneurial Development Agency (CEDA)

(Registration number CO/2001/2412)

Group Annual Financial Statements for the year ended 31 March 2015

Statement of Financial Position as at 31 March 2015

Group
Figures in Pula Notes 2015 2014
Assets
Cash and cash equivalents 15 358 721 675 246 209 191
Loans and advances 16 979 744 658 797 714 954
Other assets 17 105 816 059 89 380 963
Investments in subsidiaries 18 -
Investments in associates = 19 42 452 873 52 512 064
Assets held for sale/distribution 20 1
Property, plant and equipment 21 16 697 464 13 075 389
Total assets 1503 432 728 1198 892 602
Capital, funding and liabilities
Capital and funding
Capital reserve 1252 024 077 1252 024 Q77
Revaluation reserve 22 6 423 564 2292 847
Accumulated losses 135 508 157 (216 942 564)
Capital and funding attributable to owners of the
parent 1394 355 798 1037 374 360
Non-controlling interest (2 194 724) (34 370 743)
Total capital and funding 1392 161074 1003003 &1¢9
Liabilities
Bank overdrafis 15 2 681 403
Finance leases 24 1810 328 3435225
Trade and other payables 23 79 935 432 118 723 567
Other financial liabilities 25 29 525 894 71 048 788
Total liabilities 111271 654 195 888 983

Total capital, funding and liabilities

1503 432 728

1198 892 602

10
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Citizen Entrepreneurial Development Agency (CEDA)

(Registration number C0/2001/2412)

Group Annual Financial Statements for the year ended 31 Ma.fch 2015

Statement of Cash Flows

Group

Figures in Pula Notes 2015 2014
Cash flows from operating activities

Cash (used in) generated from operations 26 110 992 222 213 062 589
Tax (paid) received - (3 013 408)
Net cash from operating activities 110 692 222 210 049 183
Purchase of property, plant and equipment N 21 {4310 998) (8 158 716)
Proceeds on disposal of property, plant and equipment 16 140 439 942 989
Investment in associates net of interest capitalised 10213 313 (25 107 961)
Movement in investment in subsidiaries (6 617 000)
Proceeds on sale of investment in associates : 2 350 000
Net cash from investing activities 6042 754 (36 590 688)
Cash flows from financing activities

Interest paid (216 191) (4 198 704)
Increase/(decrease) in finance lease obligations (1 624 897) (2115 887)
Net cash from financing activities (1 841 088) (6 315 591)

Net (decrease) / Increase in cash and cash equivalents
Cash at the beginning of the year

115193 887
243 527 788

167 142 904
76 384 884

Cash at the end of year

15 358 721 675

243 527 788




Citizen Entrepreneurial Development Agency
(CEDA)

(Registration number CO/2001/2412)
Group Annual Financial Statements for the year ended 31 March 2015

Accounting Policies

s Presentation of Group Annual Financial Statements

The annual financial statements of Citizen Entrepreneurial Development Agency ("CEDA") and its subsidiaries
("group”) have been prepared in accordance with International Financial Reporting Standards ("IFRS") and
International Financial Reporting Interpretation Committee ('IFRIC") interpretations issued by the International
Accounting Standards Board and effective at the time of preparation of these financial statements. The group
annual financial statements have been prepared on the historical cost basis as modified by the revaluation of
property, plant and equipment, and incorporate the principal accounting policies set out below. They are

presented in Botswana Pula.

1.1 Consolidation

&

Basis of consolidation =

The group annual financial statements incorporate the annual financial statements of the company and all
investees which are controlled by the group and investees where the group has significant influence.

Investment in subsidiaries

Subsidiaries are all entities (including special purpose entities) over which the group has the power to govern the
financial and operating policies generally accompanying a shareholding of more than one half of the voting rights.
The existence and effect of potential voting rights that are currently exercisable ar convertible are considered
when assessing whether the group controls another entity. Subsidiaries are fully consolidated from the date on
which control is transferred to the Group and de-consolidated from the date that cantrol ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries by the group. The cost
of an acquisition is measured as the fair value of the assets given, equity instruments issued and liabilities incurred
or assumed at the date of exchange, plus costs directly attributable to the acquisition. Identifiable assets
acquired and liabilities and contingent liabilities assumed in a business combinztion are measured initially at
their fair values at the acquisition date, irrespective of the extent of any non-controlling interest. The excess of
the cost of acquisition over the fair value of the group’s share of the identifiable net assets 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 recognized directly in the statement of comprehensive income.

The results of the entities acquired or disposed of during the year are included in the consolidated statement of
comprehensive income from the effective date of acquisition or up to the effective date of disposal, as
appropriate. Where necessary, adjustments are made to the financial statements of subsidiaries and special
purpose funds to bring their accounting policies in line with those used by CEDA. All intra-group transactions,
balances, income and expenses and unrealized gains/losses on transactions between group companies are
eliminated on consolidation. Transactions which result in changes in ownership levels, where the group has
control of the subsidiary both before and after the transaction are regarded as equity transaction and are
recognized directly in the statement of changes in equity.

Non-controlling interests

The group applies a policy of treating those with non-controlling interest as those with parties internal to the
group. Disposal to minority interest results in gains and losses for the group and are recorded in the statement of
comprenensive incomes. Purchase from non-controlling interest result in goodwill being the difference between
any consideration paid and the relevant share acquired of the carrying value of net assets of the subsidiary. Losses
of subsidiaries attributable to non-controlling interests are allocated to non-controlling interest even if this
results in a debit balance being recognized for non-controlling interest.

The difference between the fair value of consideration paid or received and the mavement in non-controlling
interest for such transactions is recognized in equity attributable to the owners of the parent.



Citizen Entrepreneurial Development Agency
(CEDA)

(Registration number CO/2001/2412)
Group Annual Financial Statements for the year ended 31 March 2015

Accounting Policies

1.1 Consolidation (continued)

Where a subsidiary is disposed of and a non-controlling shareholding is retained, the remaining investment is
measured to fair value with the adjustment to fair value recognized in profit or loss as part of the gain or loss on

disposal of the controlling interest.

Investment in associates

An associate is an entity over which the group has significant influence and that is neither a subsidiary nor an
interest in a joint venture. Significant influence is the power to participate in the financial and operating policy
decisions of the investee but is not control or joint control over those policies. .

s

Any excess of the cost of acquisition over the group's share of the net fair value of the identifiable assets,
liabilities, and contingent liabilities of the associate arising at the date of acquisition is recognized as goodwill.
The goodwill is included within the carrying amount of the investment and is assessed for impairment as part of
the investment. Any excess of the company's share of the net fair value of the identifiable assets, liabilities and
contingent liabilities over the cost of acquisition, after reassessment, is recognized immediately in profit or loss.

The results and assets and liabilities of associates are incorporated in these financial statements using the equity
method of accounting. Under the equity method, investments in associates are carried in the consolidated
statement of financial position at cost as adjusted for post-acquisition changes in the group's share of the net
assets of the associate, less any impairment in the value of individual investments.

Where a group entity transacts with an associate of the group, unrealized profits are eliminated to the extent of
the group's interest in the relevant associate.

Unrealized losses are also eliminated unless the transaction provides evidence of an impairment of the asset
transferred where necessary to ensure consistency with the policies adopted by the group. Dilution gains and
losses in associates are recognized in the statement of comprehensive income.

1.2 Significant judgements and sources of estimation uncertainty

In preparing the group annual financial statements, management is required to make estimates and assumptions
that affect the amounts represented in the group annual financial statements and related disclosures. Use of
available information and the application of judgement is inherent in the formation of estimates. Actual results
in the future could differ from these estimates which may be material to the group annual financial statements.

Significant judgements include:
Receivables and Loans and receivables

The group assesses its trade receivables and loans and receivables for impairment at the énd of each reporting
period. In determining whether an impairment loss should be recorded in profit or loss, the
group makes judgements as to whether there is observable data indicating a measurable decrease in the

estimated future cash flows from a financial asset.

Impairment testing
Impairment losses on loans and advances

The group reviews individual loans and loan portfolios to assess impairment at least on a monthly basis. In
determining whether an impairment loss should be recorded in the statement of comprehensive income, the
group makes judgements as to whether there is any observable data indicating that there is a measurable
decrease in the estimated future cash flows from an individual loan or a portfolio of loans before the decrease
can be identified with an individual loan in that portfolio. This evidence may include observable data indicating
that there has been an adverse change in the payment status of borrowers in a group, or national or local
economic conditions that correlate with defaults on assets in the group.

15



Citizen Entrepreneurial Development Agency
(CEDA)

(Registration number CO/2001/2412)
Group Annual Financial Statements for the year ended 31 March 2015

Accounting Policies

1.2 Significant judgements and sources of estimation uncertainty (continued)

Management uses estimates based on historical loss experience for assets with credit risk characteristics and
objective evidence of impairment similar to those in the portfolio when scheduling its future cash flows. The
methodology and assumptions used for estimating both the amount and timing of future cash flows are reviewed
regularly to reduce any differences between loss estimates and actual loss experience.

The historical loss experience is based on a 12 month observation period of loans in arrears moving into default,
with default defined as loans in arrears greater than 150 days or loans which have been classified as non-
performing. Objective evidence of impairment is assumed to be evident once a loan moves to more than 90 days

&

in arrears.

s

The projected future cash flows of the loans which reflect objective evidence of default are based on the
historical recovery experience of a representative sample of non-performing loans. The projected future cash

flows are discounted at the ruling contract rate
Recovery rate experience is the average duration that a classified account is expected to be recovered over a
specified amount of time. The recovery rate experience is dependent on the nature of security and duration of
the original loan granted.

The security percentage realizable is calculated using the value as at the reporting date. Where recent valuation

is not held, either external data may be used to validate the difference, i.e. movements in the price indices or
justification should be provided to demonstrate that the value used is still an accurate reflection of the security

value.
Specific impairment provision considerations

Management periodically evaluate all loans that have been rescheduled on payment terms or moratorium period.
These loans are impaired by comparing the holding value to recoverable security values. This is accounted for

as a specific provision.

16



Citizen Entrepreneurial Development Agency
(CEDA) '

(Registration number CO/2001/2412)
Group Annual Financial Statements for the year ended 31 March 2015

Accounting Policies

Sensitivity analysis on impairment provision as per management's estimates is shown as follows:

Existing ; Impact on Impact on :
STARREL 1S impairment Prrépact on Chang?S 1 changes in Roll change in Roll Impation changes 1
mergence period Recovery experience
allowance rates rates
P'000
(+) 3 months  (-) 3 months (-)5% (+)5% {+)5% (-)5%
Portfolio provision
643 129 4048 (4 048) 45 688 53218 75 621 (75 621)
Specific provision
82 985 206 (206)
Total provision 726 114 4 048 (4 048) 45 688 53218 75827 (75827)
Impairment losses on investments = ©
Existing Impact on changes in Impact on Impact on Impact on changes in
impairment Emergence period changes in Roll  change in Roll Recovery experience
31 March 2014 allowance rates rates
(+) 3
P'000 months (-) 3 months (-)5% (+)5% (+)5% (-)5%
Portfolio provision 755 307 2165 (2 165) (46 610) 46 610 (7 941) 7 941
Specific provision 39:637 - - - - (9 528) 9528
Total provision 794 944 2 165 (2 165) (46 610) 46 610 (17 469) 17 469

At each reporting date, the group reviews the carrying amount of its investments with respect to resulis of the
portfolio investments to determine whether there is any indication that those investments have suffered an
impairment loss. If any such indication exists, the recoverable amount of the asset is estimated in order to
determine the extent of the impairment loss (if any). Where it is not possible to estimate the recoverable amount
of an individual asset, the company estimates the recoverable amount of the cash-generating unit to which the
asset belongs. If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its
carrying amount, its carrying amount is reduced to its recoverable amount. impairment losses are recognized in

the statement of comprehensive income.

Provisions

Provisions are raised when management determine an estimate based on the information available. Provisions
for Guarantees as at year end were P39 204 031 (2014: P33 368 856).

1.3 Property, plant and equipment

The cost of an item of property, plant and equipment is recognized as an asset when:
» itis probable that future economic benefits associated with the item will flow to the company; and

«  the cost of the item can be measured reliably.

o

Property, plant and equipment is initially measured at cost.

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs
incurred subsequently to add to, or replace part of, or service it. If a replacement cost is recognized in the
carrying amount of an item of property, plant and equipment, the carrying amount of the replaced part is

derecognized.

Plant and equipment is carried at revalued amount, being the fair value at the date of revaluation less any
subsequent accumulated depreciation and subsequent accumulated impairment losses.

Property, plant and equipment are depreciated on the straight line basis over their expected useful lives to their
estimated residual value.

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses.
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1.3 Property, plant and equipment (continued)
The useful lives of items of property, plant and equipment have been assessed as follows:

ltem Average useful life

Land Not depreciated

Buildings 40 years

Leasehold property Lease period

Motor vehicles 4 years

Office furniture & fittings 10 years

Computer equipment % 4 years "
Computer software 3 years s

The residual value, useful life and depreciation method of each asset are reviewed at the end of each reporting
period. If the expectations differ from previous estimates, the change is accounted for as a change in accounting

estimate.

The depreciation charge for each period is recognized in profit or loss unless it is included in the carrying amount
of another asset.

The gain or loss arising from the derecognition of an item of property, plant and eguipment is included in profit
or loss when the item is derecognized. The gain or loss arising from the derecognition of an item of property,
plant and equipment is determined as the difference between the net disposal proceeds, if any, and the carrying

amount of the item.
1.4 Financial instruments
Classification

The group classifies financial assets and financial liabilities into the following categories:
°  Financial assets at fair value through profit or loss - held fortrading
*+  Financial assets at fair value through profit or loss - designated
*  Held-to-maturityinvestment
+  Loans and receivables
= Available-for-sale financial assets
°  Financial liabilities at fair value through profit or loss - held for trading
*  Financial liabilities at fair value through profit or loss - designated
e Financial liabilities measured at amortized cost

Classification depends on the purpose for which the financial instruments were obtained / incurred and takes
place at initial recognition. Classification is re-assessed on an annual basis, except for derivatives and financial
assets designated as at fair value through profit or loss, which shalt not be classified out of the fair value through

profit or loss category.

Financial assets classified as at fair value through profit or lass which are no longer held for the purposes of
selling or repurchasing in the near term may be reclassified out of that category:

° in rare circumstances
o if the asset met the definition of loans and receivables and the entity has the intention and ability to

hold the asset for the foreseeable future or until maturity.
No other reclassifications may be made into or out of the fair value through profit or loss category.

A financial asset classified as available-for-sale that would have met the definition of loans and receivables may
be reclassified to loans and receivables if the entity has the intention and ability to hold the asset for the

foreseeable future or until maturity,
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1.4 Financial instruments (continued)
Initial recognition and measurement

Financial instruments are recognized initially when the group becomes a party ta the contractual provisions of
the instruments.

The group classifies financial instruments, or their component parts, on initial recognition as a financial asset, a
financial liability or an equity instrument in accordance with the substance of the contractual arrangement.

Financial instruments are measured initially at fair value, except for equity jnvestments for which a fair value is
not determinable, which are measured at cost and are classified as available-for-sale financial assets. =

Far financial instruments which are not at fair value through profit or loss, transaction costs are included in the
initial measurement of the instrument.

Transaction costs on financial instruments at fair value through profit or loss are recognized in profit or loss.
Subseguent measurement

Financial instruments at fair value through profit or loss are subsequently measured at fair value, with gains and
losses arising from changes in fair value being included in profit or loss for the period.

Net gains or losses on the financial instruments at fair value through profit or loss include dividends and interest.

Loans and receivables are subsequently measured at amortized cost, using the effective interest method, less
accumulated impairment losses.

Held-to-maturity investments are subsequently measured at amortized cost, using the effective interest method,
less accumulated impairment losses.

Available-for-sale financial assets are subsequently measured at fair value. This excludes equity investments for
which a fair value is not determinable, which are measured at cost less accumulated impairment losses.

Gains and losses arising from changes in fair value are recognized in other comprehensive income and
accumulated in equity until the asset is disposed of or determined to be impaired. Interest on available-for-sale
financial assets calculated using the effective interest method is recognized in profit or loss as part of other
income. Dividends received on available-for-sale equity instruments are recognized in profit or loss as part of
other income when the group's right to receive payment is established.

Changes in fair value of available-for-sale financial assets denominated in a foreign currency are analyzed
between translation differences resulting from changes in amortized cost and other changes in the carrying
amount. Translation differences on mponetary items are recognized in profit or loss, while translation differences
on non-monetary items are recognized in other comprehensive income and accumulated in equity.

Financial liabilities at amortized cost are subsequently measured at amortized cost, using the effective interest
method.

Impairment of financial assets

At each reporting date the group assesses all financial assets, other than those at fair value through profit or loss,
to determine whether there is objective evidence that a financial asset or group of financial assets has been
impaired.

For amounts due to the group, significant financial difficulties of the debtor, probability that the debtor will
enter bankruptcy and default of payments are all considered indicators of impairment.
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1.4 Financial instruments (continued)

In the case of equity securities classified as available-for-sale, a significant or prolonged decline in the fair value
of the security below its cost is considered an indicator of impairment. If any such evidence exists for available-
for-sale financial assets, the cumulative loss - measured as the difference between the acquisition cost and
current fair value, less any impairment loss on that financial asset previously recognized in profit or loss - is
removed from equity as a reclassification adjustment to other comprehensive income and recognized in profit or

loss.

Impairment losses are recognized in profit or loss.
<

<
Impairment losses are reversed when an increase in the financial asset'ssrecoverable amount can be related
objectively to an event occurring after the impairment was recognized, subject to the restriction that the carrying
amount of the financial asset at the date that the impairment is reversed shall not exceed what the carrying

amount would have been had the impairment not been recognized.

Reversals of impairment losses are recognized in profit or loss except for equity investments classified as
available-for-sale,

Impairment losses are also not subsequently reversed for available-for-sale equity investments which are held at
cost because fair value was not determinable.

Where financial assets are impaired through use of an allowance account, the amount of the loss is recognized in
profit or loss within operating expenses. When such assets are written off, the write off is made against the
relevant allowance account. Subsequent recoveries of amounts previously written off are credited against

operating expenses.
Loans ta/ (from) related parties
These include loans to/ (from) entities under the same control and are recognized initially at fair value plus

direct transaction costs.

Loans to related parties are classified as loans and advances.

Loans from related parties are classified as financial liabilities measured at amortized cost.

Loans to shareholders, directors, managers and employees.
These financial assets are classified as loans and advances.

Trade and otherreceivables

Trade receivables are measured at initial recognition at fair value, and are subsequently measured at amortized
cost using the effective interest rate method. Appropriate allowances for estimated irrecoverable amounts are
recognized in profit or loss when there is objective evidence that the asset is impaired. Significant financial
difficulties of the debtor, probability that the debtor will enter bankruptcy or financial reorganization, and
default or delinquency in payments are considered indicators that the trade receivable is impaired. The
allowance recognized is measured as the difference between the asset’s carrying amount and the present value
of estimated future cash flows discounted at the effective interest rate computed at initial recognition.

The carrying amount of the asset is reduced through the use of an allowance account, and the amount of the loss
is recognized in profit or loss within operating expenses. When a trade receivable is uncollectable, it is written
off against the allowance account for trade receivables. Subsequent recoveries of amounts previously written off

are credited against operating expenses in profit or loss.

Trade and other receivables are classified as other assets,
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1.4 Financial instruments (continued)

Trade and other payables

Trade payables are initially measured at fair value, and are subsequently measured at amortized cost, using the
effective interest rate method.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term highly liquid
investments that are readily convertible to a known amount of cash and are subject to an insignificant risk of
changes in value. These are initizlly and subsequently recorded at fair value. s

Bank overdraft and borrowings

Bank overdrafts and borrowings are initially measured at fair value, and are subsequently measured at amortized
cost, using the effective interest rate method. Any difference between the proceeds (net of transaction costs)
and the settlement or redemption of borrowings is recagnized aver the term of the borrowings in accordance

with the group’s accounting policy for borrowing costs.
1.5 Tax

Current tax assets and liabilities

Current tax for current and prior periods is, to the extent unpaid, recognized as a liability. If the amount already
paid in respect of current and prior periods exceeds the amount due for those periods, the excess is recognized

as an asset.

Current tax liabilities (assefs) for the current and prior periods are measured at the amount expected to be paid
to (recovered from) the tax authorities, using the tax rates (and tax laws) that have been enacted or substantively

enacted by the end of the reporting period.

Deferred tax assets and liabilities

A deferred tax asset is recognized for the carry forward of unused tax losses to the extent that it is probable that
future taxable profit will be available against which the unused tax losses can be utilized.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when
the asset is realized or the liability is settled, based on tax rates (and tax laws) that have been enacted or

substantively enacted by the end of the reporting period.

Tax expenses
£l ]

Current and deferred taxes are recognized as income or an expense and included in profit or loss for the period,

except to the extent that the tax arises from:
s atransaction or event which is recognized, in the same or a different period, to other

comprehensive income, or
° a business combination.

Current tax and deferred taxes are charged or credited to other comprehensive income if the tax relates to items
that are credited or charged, in the same or a different period, to other comprehensive income. Current tax and
deferred taxes are charged or credited directly to equity if the tax relates to items that are credited or charged,

in the same or a different period, directly in equity.

1.6 Leases
A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership.

A lease is classified as an operating lease if it does not transfer substantially all the risks and rewards incidental
to ownership.
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1.6 Leases (continued)

Finance leases - lessee

Finance leases are recognized as assets and liabilities in the statement of financial position at amounts equal to
the fair value of the leased property or, if lower, the present value of the minimum lease payments. The
corresponding liability to the lessor is included in the statement of financial position as a finance lease obligation.

The discount rate used in calculating the present value of the minimum lease payments is the interest rate
implicit in the lease.

The legse payments are apportioned between the finance charge and reduction of the outstanding liability.

The finance charge is allocated to each period during the lease term so as to produce a constant periodic rate on
the remaining balance of the liability.

Operating leases - lessee

Operating lease payments are recognized as an expense on a straight-line basis over the lease term.

The difference between the amounts recognized as an expense and the contractual payments are recognized as
an operating lease asset. This liability is not discounted.

Any contingent rents are expensed in the period they are incurred.

1.7 Assets held for sale (and) (disposal groups)

Assets and disposal groups are classified as held for sale if their carrying amount will be recovered through a sale
transaction rather than through continuing use. This condition is regarded as met only when the sale is highly
probable and the asset (or disposal group) is available for immediate sale in its present condition. Management
must be committed to the sale, which should be expected to qualify for recognition as a completed sale within

one year from the date of classification.

Assets held for sale (or disposal group) are measured at the lower of its carrying amount and fair value less costs
to sell.

An asset is not depreciated (or amortized) while it is classified as held for sale, or while it is part of a disposal
group classified as held for sale.

Interest and other expenses attributable to the liabilities of a disposal group classified as held for sale are
recognized in profit or loss.

1.8 Impairment of assets 3

The group assesses at each end of the reporting period whether there is any indication that an asset may be
impaired. IT any such indication exists, the group estimates the recoverable amount of the asset.

Irrespective of whether there is any indication of impairment, the group also:

*  tests intangible assets with an indefinite useful life or intangible assets not yet available for use for
impairment annually by comparing its carrying amount with its recoverable amount. This impairment
test is performed during the annual period and at the same time every period.

e tests goodwill acquired in a business combination for impairment annually.

If there is any indication that an asset may be impaired, the recoverable amount is estimated for the individual
asset. If it is not possible to estimate the recoverable amount of the individual asset, the recoverable amount of
the cash-generating unit to which the asset belongs is determined.

The recoverable amount of an asset or a cash-generating unit is the higher of its fair value less costs to sell and

its value in use.
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1.8 Impairment of assets (continued)

If the recoverable amount of an asset is less than its carrying amount, the carrying amount of the asset is reduced
to its recoverable amount. That reduction is an impairment loss.

An impairment loss of assets carried at cost less any accumulated depreciation or amortization is recognized
immediately in profit or loss. Any impairment loss of a revalued asset is treated as a revaluation decrease.

An entity assesses at each reparting date whether there is any indication that an impairment loss recognized in

prior periods for assets other than goodwill may no longer exist or may have decreased. If any such indication
: - e

exists, the recoverable amounts of those assets are estimated. .

The increased carrying amount of an asset other than goodwill attributable to a reversal of an impairment loss
does not exceed the carrying amount that would have been determined had no impairment loss been recognized

for the asset in prior periods.

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or amartization other
than goodwill is recognized immediately in profit or loss. Any reversal of an impairment loss of a revalued asset

is treated as a revaluation increase,
1.9 Stated capital and equity

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting
all of its liabilities.

Ordinary shares are classified as equity.

[T the group reacquires its own equity instruments, the consideration paid, including any directly attributable
incremental costs (net of income taxes) on those instruments are deducted from equity until the shares are
cancelled or reissued. No gain or loss is recognized in profit or loss on the purchase, sale, issue or cancellation of
the group’s own equity instruments. Consideration paid or received shall be recognized directly in equity.

1.10 Employee benefits

Short-term employee benefits

The cost of short-term employee benefits, (those payable within 12 months after the service is rendered, such
as paid vacation leave and sick leave, bonuses, and non-monetary benefits such as medical care), are recognized
in the period in which the service is rendered and are not discounted.

The expected cost of compensated absences is recognized as an expense as the employees render services that
increase their entitlement or, in the case of gon-accumulating absences, when the absence occurs. .

The expected cost of profit sharing and bonus payments is recognized as an expense when there is a legal or
constructive obligation to make such payments as a result of past performance.

Defined contribution plans
Payments to defined contribution retirement benefit plans are charged as an expense as they fall due.

Payments made to industry-managed (or state plans) retirement benefit schemes are dealt with as defined
contribution plans where the group’s obligation under the schemes is equivalent to those arising in a defined

contribution retirement benefit plan.
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1.11 Provisions and contingencies

Provisions are recognized when:
¢ the group has a present obligation as a result of a past event;
e it is probable that an outflow of resources embodying economic benefits will be required to settle
the obligation; and
° areliable estimate can be made of the obligation,

The amount of a provisicn is the present value of the expenditure expected to be required to settle the obligation.

Where some or all of the expenliiture required to settle a provision is expected to be reimburSed by another
party, the reimbursement shall be recognized when, and only when, it is virtually certain that reimbursement
will be received if the entity settles the obligation. The reimbursement shzll be treated as a separate asset. The
amount recognized for the reimbursement shall not exceed the amount of the provision.

Pravisions are not recognized for future operating losses. If an entity has a contract that is onerous, the present
obligation under the contract shall be recognized and measured as a provision.

A constructive obligation to restructure arises only when an entity:
» has a detailed formal plan for the restructuring, identifying atleast:
- the business or part of a business concerned;

the principal locations affected;
the location, function, and approximate number of employees who will be compensated for
terminating their services;

- the expenditures that will be undertaken; and

- when the plan will be implemented; and
o has raised a valid expectation in those affected that it will carry out the restructuring by starting to

implement that plan or announcing its main features to those affected by it.

After their initial recognition contingent (iabilities recognized in business combinations that are recognized

separately are subsequently measured at the higher of:
«  the amount that would be recognized as a provision; and
«  the amount initially recosnized less cumulative amortization.

Contingent assets and contingent liabilities are not recognized but are disclosed in note 33.

1.12 Government grants

Government grants are recognized when there is reasonable assurance that:
»  the group will comply with the conditions attaching to them; and
= the grants will bereceived.

=

a

Government grants are recognized as income over the periods necessary to match them with the related costs
that they are intended to compensate,

A government grant that becomes receivable as compensation for expenses or losses already incurred or for the
purpose of giving immediate financial support to the entity with no future related costs is recognized as income

of the period in which it becomes receivable.

Government grants related to assets, including non-monetary grants at fair value, are presented in the statement
of financial position by setting up the grant as deferred income or by deducting the grant in arriving at the

carrying amount of the asset,

Grants related to income are presented as a credit in the profit or loss (separately),
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1.12 Government grants (continued)

Repayment of a grant related to income is applied first against any un-amortized deferred credit set up in respect
of the grant. To the extent that the repayment exceeds any such deferred credit, or where no deferred credit

exists, the repayment is recognized immediately as an expense.

Repayment of a grant related to an asset is recorded by increasing the carrying amount of the asset or reducing
the deferred income balance by the amount repayable. The cumulative additional depreciation that would have
been recognized to date as an expense in the absence of the grant is recognized immediately as an expense.

1.13 Revenue .

B =3
Revenue is measured at the fair value of the consideration received or receivable and represents amounts
receivable for goods and services provided in the normal course of business, net of discounts and sales related

taxes.

Interest income

Interest income for all interest-bearing financial instruments, except for those classified as held for trading or
designated at fair value through profit or lass, are recognized within ‘interest income’ in the statement of
comprehensive income using the effective interest method.

The effective interest method is a methad of calculating the amortized cost of a financial asset and of allocating
the interest income over the relevant period. The effective interest rate is the rate that exactly discounts
estimated future cash receipts through the expected life of the financial instrument or, when appropriate, a
shorter period to the net carrying amount of the financial asset. When calculating the effective interest rate, the
company estimates cash flows considering all contractual terms of the financial instrument (for example,
prepayment options) but does not consider future credit losses. The calculation includes all fees and points paid
or received between parties to the contract that are an integral part of the effective interest rate, transaction

costs and all other premiums or discounts.

Once a financial asset or a group of similar financial assets has been written down as a result of an impairment
loss, interest income is recognized using the rate of interest used to discount the future cash flows for the purpose

of measuring the impairment loss

Fees and commission income

The agency recognizes fees charged to customers in the statement of comprehensive income an the accruals
basis, when a service is rendered and payment is due. Service fees included in the price of the product are
recognized as revenue over the period during which the service is perfarmed.

Dividends are recognized, in profit or loss, when the company's right to receive payment has been established.

=

Service fees

When the outcome of z transaction involving rendering of services can be estimated reliably, revenue associated
with the transaction is recognized with reference to stage of completion of the transaction at the reparting date.

Income is recognized when

-the amount of revenue can be measured reliably;

-it is probable that economic benefits associated with the transaction will flow to the Agency;
-the stage of completion of the transaction at the reporting date can be measured reliably; and
-the costs incurred for the transaction and costs to completion can be measured reliably.

Service fees included in the price are recognized as revenue over the period during which the service is
performed.
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1.13 Revenue (continued)
Salvage and subrogation reimbursements

The group has the right to pursue third parties for payment of some or all of the costs. Salvage income comprise
recoveries from the loans in default for which claims by participating banks were already paid. Salvage income

is accounted for as and when it is realized.

Recovery of Micro Credit Scheme debis

The group receives, from time to time net proceeds from collections relating to the loans adyances by the Micro
Credit Scheme, which were fully provided prior to the winding up of this scheme, but are still being pursued by
debt collectors. Such proceeds are recognized as other operating income and are credited to the Statement of

comprehensive income.

Insurance Premiums

Insurance premiums comprise revenue charged by CEDA Credit Guarantee Scheme ("CCGS") on the balance of the
loans guaranteed by CCGS at the beginning of the year at the rate of 1.5% and the period covered is twelve
months. Premiums on loans that are guaranteed during the year are charged proportionally over the coverage
period up to year end. Premiums are shown in the statement of comprehensive income before any deductions.

Financial Assistance Policy (FAP) grants

The financial statements reflect only approved FAP grants, which were disbursed during the year. Amounts
refundable for FAP claims made in excess of entitlement, and other balances recovered as a result of non-
compliance with the FAP agreements, are accounted for on the receipts basis.

Government grants

Grants from the Government are recognized at their fair value where there is reasonable assurance that the grant
will be received. Government and other grants are recognized in the Statement of comprehensive income, unless
the grant relates to a specific purpose such as acquisition or construction of a capital asset. A government grant
utilized towards capital expenditure is amortized and credited to the statement of comprehensive income on a
straight line basis over the estimated useful lives of the related assets.

1.14 Borrowing costs
Borrowing costs are recognized as an expense in the period in which they are incurred.

1.15 Translation of fareign currencies
Foreign currency transactions

=

£

A foreign currency transaction is recorded, on initial recognition in Pula, by applying to the foreign currency
amount the spot exchange rate between the functional currency and the foreign currency at the date of the

transaction.

At the end of the reporting period:
= foreign currency monetary items are translated using the closingrate;
¢ non-manetary items that are measured in terms of historical cost in a foreign currency are translated

using the exchange rate at the date of the transaction: and
e non-monetary items that are measured at fair value in a foreign currency are translated using the

exchange rates at the date when the fair value was determined.
Exchange differences arising on the settlement of monetary items or on translating monetary items at rates

different from those at which they were translated on initial recognition during the period or in previous group
annual financial statements are recognized in profit or loss in the period in which they arise.
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1.15 Translation of foreign currencies {continued)

When a gain or loss on a non-monetary item is recognized to other comprehensive income and accumulated in
equity, any exchange component of that gain or loss is recognized to other comprehensive income and
accumulated in equity. When a gain or loss on a non-monetary item is recognized in profit or loss, any exchange
component of that gain or loss is recognized in profit or loss,

Cash flows arising from transactions in a foreign currency are recorded in Pula by applying to the foreign currency
amount the exchange rate between the Pula and the foreign currency at the date of the cash flow.

©

1.16 Insurance claimexpzsnses .

Insurance claims and loss adjustment expenses are charged to the statement of comprehensive income as incurred

based on:
(i) The actual claims submitted by the participating banks; and
(ii) Estimated liabilities for compensation to participating banks (as determined in the provision note below)

This includes direct or indirect claim settlement costs and arise from events that have occurred up to the
reporting date even if they have not been reported to the group. The group recognizes its liability when a loan
granted by the participating banks fall in arrears for more than four months and the liability is estimated as the
75% of the outstanding capital plus interest up to a maximum of twelve months on the capital balance.

1.17 Financial guaranteecontracts

Financial guarantee contracts are contracts that require the issuer to make specified payments to reimburse the
holder for a loss it incurs because a specified debtor fails to make payments when due, in accordance with the
terms of a debt instrument. Such financial guarantees are given to banks on behalf of customers to secure loans,
overdrafts and other banking facilities. Financial guarantees are initially recognized in the financial statements
at fair value on the date the guarantee was given.

Subsequent to initial recognition, the bank's liabilities under such guarantees are measured at the higher of the
initial measurement, less amortization calculated to recognize in the statement of comprehensive income the
fee income earned on a straight line basis over the life of the guarantee and the best estimate of the expenditure
required to settle any financial obligation arising at the reporting date. These estimates are determined basad
on experience of similar transactions and history of past losses, supplemented by the judgement of management.

Any increase in the liability relating to guarantees is taken to the statement of comprehensive income under
other operating expenses.

Outstanding claims payable

This is a provision for claims payable for which the paFticipatmg banks have submitted claims in accordance with
the Agency Agreement.

Provision for guaranteed loans in arrears

The Agency Agreement defines that a borrower is deemed to be in default on a loan, if they fail to meet their
scheduled payment obligations for four consecutive months before a participating bank can submit a claim under
the scheme. Provision for claims comprise the portion of the loss expected to be incurred by the group for the
for the guaranteed loans that are four months or more in arrears but not yet claimed by the bank.
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2, New Standards and Interpretations
2.1 Standards and interpretations effective and adopted in the current year

In the current year, the group has adopted the following standards and interpretations that are effective for the
current financial year and that are relevant to its operations:

Standard/ Interpretation: ' Effective date: Expected impact:
Years beginning
© . on or after ¢
o Amendments to IFRS 10, IFRS 12 and [AS 27: Investrent - 01 January 2014 The impact of the
Entities amendment is not material.
o Amendment to IAS 32: Offsetting Financial Assets and 01 January 2014 + The impact of the

amendment is not material.

.. Financial Liabilities , - RN, S e
= Amendment to IAS 39: Novation of Derivatives and 01 January 2014 The impact of the
amendment is not material.

_ Continuation of Hedge Accounting o ,
e Amendment to IAS 36: Recoverable Amount Disclosures 01 January 2014
~for Non-Financial Assets

The impact of the
amendment is not material.

2,2 Standards and interpretations not yet effective

The group has chasen not to early adopt the following standards and interpretations, which have been published
and are mandatory for the group’s accounting periods beginning on or after 01 April 2015 or later periods:

Standard/ Interpretation: ' ' Effective date: Expected impact:
Years beginning
on or after
« IFRS 9 Financial Instruments © 01 January 2018 " Unlikely there will be a
e b ... materialimpact
« IFRS 15 Revenue from Contracts with Customers 01 January 2017 5 R TSt Ohl i
. mate
= Amendment to IFRS 11: Accounting for Acquisitions of 07 Jancary 2076 Unlikety

Interests in Joint Operations material impact

o Amendments to IAS 16 and IAS 38: Clarification of 01 January 2016
__Acceptable Methods of Depreciation and _Anjportis@tion T -
o Amendments to IFRS 10 and TAS 28: Sale or Contribution | 01 January 367
of Assets between an Investor and its Associate or Joint
« Amendment to IAS 27: Equity Method in Separate | 01 January 2676 ~ Dnlikely there will be a
Financial Statements | | | material jmpact
"o IFRS 14 Regulatory Deferral Accounts

Unlikely there will be'a

. material impact
Unlikely there willbea
material impact

01 January 2678 Unlikely there will be
. material impact
01 January 2016 | Untikely there will be a

« Amendments to IFRS 10, 12 and IAS 28: Investment
material impact

Entities. Applying the consolidation exemption 7
- Amendments to IAS 16 and IAS 41: Agriculture: Bearer 01 January 2075 ~ “Unlikely there will be'a
Plants material impact
« Amendment to IFRS 5: Non-current Assets Held for Sale 01 January 367% Unlikely there will be'a
and Discontinued Operations: Annual Improvements matarialimpsct
project )
~» Amendment to IFRS 7: Financial Instruments: Disclosures:
_Annual Improvements project

01 January 2076 T Unlikely there will be a
: matenial impact
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Accounting Policies

Standard/ Interpretation: Effective date: Expected impact:
Years beginning
+ Amendment to IAS 19: Employse Benefits: Annual 01 January2016 " Uniikely there will be a

material impact

. Improvements project
o Disclosure Initiative: Amendment to IAS 1: Presentation

of Financial Statements

701 Janvary 20187 . Unlikely there willbe'a
. material impact

: Unlikely there will be a

‘o Amendment to I[AS 34! Interim Financial Reporting, = 01 January 2676
material impact

~Annual Improvements projec . S
o Amendment to IFRS 8&: Operating Segments: Annual . 01 July 2014

impravements praject

"o Amendment to IAS 24: Related Party Disclosures: Annual 01 July 2014
improvements project

> Amendment to IAS 16: Property, Plant and Equipment: . 01 July 2014
Annual improvements project )

» Amendment to IAS 40: Investment Property: Annual 01 duly 2014

improvements project -
= Amendment to IAS 19; Defined Benefit Plans: Employee 01 July 2014

Contributions

" Unlikely there will be a
material impact

material impact

Unlikely there will be a
material impact

- material impact
Unlikely thers will be a
;. material impact

Unlikely there willbe'a

 Unlikely there willbea

Annual 01 July 2014 T Unlikely there will be a

"= Amendment to IFRS 3: Business Cormbinations:
. material impact

improvements project
« Amendment to IFRS 2: Share-based Payment:
improvements praject

material impact

«  Amendment to IFRS 13: Fair Value Measurement: Annual

___improvements project . - 7 ‘
« Amendment to I[AS 38: Intangible Assets: Annual
improvements project

material impact
01 July 2074 Unlikely there will be a
material impact
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Citizen Entrepreneurial Development Agency (CEDA)

(Registration number C0/2001/2412)
Group Annual Financial Statements for the year ended 31 March 2015

Notes to the Group Annual Financial Statements

Group
Figures in Pula 2015 2014
1. Revenue
Total revenue 94 805 557 146 185 475
The amount included in revenue arising from exchanges of goods or
services included in revenue are as follows:
Interest income, (1.1) 86 973 985 59 706 721
Bond fee income - 2 268 156 1158 056
Interest from associates 4196 817 3229783
Gross premiums - Credit Guarantee Scheme 1 366 599 3014 867
Sale of goods and services 79 075 048
94 805 557 146 185 475
1.1 Interestincome
Interest on advances 67 974 931 53 575 145
Staff loan interest 2 579 005 332749
Interest from short term investments 16 420 049 5798 827
86 973 885 59 706 721
2. Cost of sales
Sale of goads and services
Sale of soods 63 999 233
3.  Government Grants
Funds received from Government - CEDA 337 000 000 340 000 000
Funds received from Government - Textile 11 243 234 1 356 179
348 243 234 341 356 179
4. Otherincome
Profit on disposal of plant and Equipment 97 113 280 146
Other income 12 929 692 14 087 850
13 026 805 14 685013
5. Textile grant expenses
Labour grants - Small scale 1926 903 664 800
Labour grants - Medium scale 840 620 177 280
Textile grant - Medium scale 8 495 219 514 680
11 262 742 1356 760

The Government provides a financial grant for companies involved in Textile & Clothing projects. The subsidy
is for citizen unskilled labour only. The government approved P20, 539,200 to be disbursed over a period of
two years, P10, 269,600 utilized during the 2013/2014 and the rest far year 2014/2015. The funds were
disbursed once in January 2014 to CEDA. Processing of claims and manitoring of projects is done by Ministry of
Investment Trade and Industry. A steering Committee chaired by the Deputy Permanent Secretary to the
Ministry of Investment Trade and Industry approves the grants to deserving entities.
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Notes to the Group Annual Financial Statements

Group
Figures in Pula 2015 2014
6. Operating expenses
Auditors' remuneration 1948 442 2 079 689
Depreciation 5502 249 8 862 787
Directors emoluments 150 780 156 303
Mentoring expenses 5336 432 4123 115
Consultancy fees 1858 515 3107 178
Operating leases " 8401 722 10 835 018
Security expenses 1 048 025 1947 419
Computer and IT support costs 4 839933 5215536
Legal costs 3601 205 3039802
Public Relations expenses 5269 155 4 166 806
Training expenses 346 275 193 083
Due diligence consultancies 162 906 115 212
Other administration expenses 21 831 366 29 829 646
60 297 005 73 701 594
7. Management Fees
Management fees - 4293333
8. Staff expenses
Salaries and wages 66 104 584 74761 954
Leave pay 3081 462 1702 211
Gratuity 6121714 5426 608
Pension scheme contributions 6 302 441 5 585 784
Medical aid contributions 3 807 670 3327 798
Staff training costs 4 817 543 3324733
Staff travelling and other expenses 8 390 045 9272 893
98 625 459 103 401 993
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Citizen Entrepreneurial Development Agency (CEDA)

(Registration number CO/2001/2412)

Group Annual Financial Statements for the year ended 31 March 2015

Notes to the Group Annual Financial Statements

Group

Figures in Pula 2015 2014

9. Profit/(loss) arising on disposal of investment

9.1 Latex Medical Products

Cost - 26 713 661
Accumulated Impairment - (26 713 661)
Sale proceeds - 100 000

100 000

9.2 IS Botswana (Pty) Ltd

Cost 7 551 883
Impairments {7 551 883)
Sale proceeds - 2250 000
Profit . 2 250 000
Total profit arising on dispasal of investments i +450000
10. Gain on loss of control of subsidiary

PG Industries Botswana (Pty) Ltd

Total Liabilities AT

Related party dividend RIS

Net liabilities (Note 10.1) 45 734 303

10.1 PG Industries deconsolidated net of impairment

Net Liabilities
Derecognition of non controlling interest on deconsolidation

49 734 303
(32 078 873)

Gain on loss of control of subsidiary

17 655 430
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Notes to the Group Annual Financial Statements

Group
Figures in Pula 2015 2014

11. Impairment charge
Impairment of loans and advances (67 317 173) 108 841 704
Impairment of investments in subsidiaries - -
Impairment charge/(release) on associates (Note 11.1) 5062 745 14 125 379
Impairment charge on receivables 6764179 2 000 000
Impairment loss on property, plant and equipment - 21 895 961
Impairment charge on assets held for sale (6 308 191)°
Bad debts on trade receivables 2117 030

- 15 131 681

Impairment of inventory

(55 490 249)

157 803 564

11.1 Impairment charge/(release) on associates

Mobility (Pty) Ltd

Pula Steel casting and Manufacturing (Pty) Ltd 1 355939 9 904 051
Hoisting Solutions (Pty) Ltd (1287 522) 4256 416
Ta Shebube (Pty) Ltd 2 933 833 (2 232 859)
Rim Rock (Pty) Ltd - 2503 630
Stoffberg Investments (Pty) Lid 2 060 495 (305 859)
5 062 745 14 125 379
12. Summarised financial information of associates
Revenue - post acquisition results 53 505921 59 761 358

(Loss) /profit after tax - post acquisition results

Statement of financial position

(12 770 391)

(32 670 981)

Non current assets 248 093 843 104 378 470
Current assets 64 166 789 52 548 905
Total assets 312 260 633 156 927 085
Equity 36 468 516 24 481 470
“Total liabilities 275 792 117 132 445 615
Total equity and liabilities 312 260 633 156 927 085
13. Finance costs

Interest paid 216 131 4198 704
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Notes to the Group Annual Financial Statements

Group
Figures in Pula 2015 2014
14. Income tax
Current 768 485
768 435
15. Cash and cash equivalents
Cash and cash equivalents consist of:
Cash on hand = 13 000 330 690
Bank balances = 66 135 761 81944 241
Short term deposits 292 572 914 163 934 260
358 721 675 246 209 191
15.1 Cash and cash equivalents
Cash and cash equivalents 358 721 675 246 209 191
Bank overdraft - (2 681 403)
358 721 675 243 527 788

Short term depaosits represent amounts placed with commercial banks bearing interest at rates of 9.04% per
annum (2014:6.3%). All deposits are callable within three months. Cash and cash equivalents include the above

for the purposes of the statement of cash flows.

16, Loans and advances

Loans and advances
The loans have been advanced for a period up to 180 months. Interest on
advances is charged at 5% per annum on loans up to P0.5 million. 7.5% on

loans above P0.5 million and prime linked on loans from P4 million up to 979 744 658 757 714 994
P30 million. Approximately 75% of the loan book is at the rate of 7.5%
(2014:68%)
979 744 658 757 714 994
16.1 Met Loans and advances
Gross Loans and advances 1707 371298 1592 658 807
Impairment (Note 16.2) (727 626 640) (794 943 813)
979 744 658 797 714 994
16.2 Impairment of loans and advances B
Opening balance 794 943 813 686 102 109
Provision for impairment for the year (67 317 173) 108 841 704
Closing balance 727 626 640 794943 813
17. Other assets
SEAFF |BaHE 97 070 657 75 843 184
Prepayments 2 431 699 2471729
Deposits 623 985 624 503
Other receivables 5683718 13 649 839
Impairment - (3 208 292)
105 816 059 89 380 963

The directors consider the carrying amount of trade and other receivables to approximate their fair values.
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Figures in Pula

18. Investments in subsidiaries (Continued)

The following table lists the entities which are controlled by the group, either directly or indirectly through
subsidiaries.

Name of company Held by % voting % % % voting
power voting voting power
2015 power power 2014

2014 2015

CEDA Venture Capital Fund CEDA *© 100 % 100% 100% 100%

PG Industries (Botswana) (Pty) Ltd CEDA Venture Capital Fund . 51% 9 51%

Phika Entrepreneurs (Pty) Ltd CEDA Venture Capital Fund 549 54% 494 499

Delta Dairies (Pty) Ltd CEDA Venture Capital Fund 98.46 %  98.46%  G8.46 % 98.46 %

a) PG Industries Botswana (Pty)Ltd

On 31 December 2007, PG Industries Botswana (Pty) Ltd ("PGIB") and Builders Merchants (Botswana) (Pty) Ltd
("BMB") were amalgamated to create a single business called PG Industries Botswana (Pty) Ltd. The
amalgamation was by way of issuing shares to the existing shareholders of BMB. In previous periods, the Fund's
400,000 preference shares valued at P4 million were converted into 2,797,203 fully paid up ordinary shares at
an issue value of P1.43 per share. This was as a result of the company, PG, undertaking a non underwritten
rights issue of shares. Subsequent to this, the group now holds 13,156,236 shares representing 51% shareholding.
The company has been consolidated as a subsidiary in previous years. In the current year, the company has
been placed into liquidation (14 January 2015) and thus the group lost control aver PG Industries (Botswana)
(Pty) Ltd. The subsidiary balances have been de-consolidated in the current year and the investment is disclosed
as an investment in subsidiary held for distribution net of impairment. Liabilities amounting to P49,734,303
were written off during the year after the company was placed under liquidation in January 2015. Below is the

net book value of the investment;

P
Investment in PG 29 258 771
Accumulated Impairment (29 258 771)
Nil

Carrying value

b) Phika Entrepreneurs (Pty)Ltd

Limited was acquired in November 2004. The group holds a 49% equity
interestsin this company. The group has subscribed for 226 convertible debentures with a nominal value of P10
000 each. There is therefore a possible conversion of an additional 226 shares, which has the potential to
increase the effective holding to 54%. Interest on debentures is charged at prime plus 1% and is payable on a
semi-annual basis. These debentures may be convertible to ordinary shares at the rate of one to ane. The
debentures are secured by deed of hypothecation over all movable assets of the company. The company has
been consolidated as a subsidiary in previous years. In the current year the company was accounted for on a
break-up basis in these consolidated financial statements because it has been making losses for the past six
years and its ability to continue as a going concern cannot be fully supported.

The interest in Phika Entrepreneurs (Pty)

c) Delta Dairies (Pty)Ltd

The interest in Delta Dairies (Pty) Limited was acquired in December 2005. The group increased its shareholding
to 82% equity interest on 1 January 2009 in this company.
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-Investments in subsidiaries (Continued)

The company went through a statement of financial position restructuring on 1 January 2009 where P9, 431,679
debenture notes and accrued interest of P10, 568,321 were converted into ordinary shares by way of the

company issuing additional shares.

An additional investment of P8, 200,000 was made during the financial year ended 2011 as a shareholder loan.
The group also granted shareholder loans of P16,367,900 to Delta Dairies (Pty) Ltd during the year, of which
P11,267,900 was unsecured, interest free and convertible to stated capital and P5,100,000 was unsecured,
accrueg interest at prime plus 3% per annum and convertible to statad capital. P55, 035,034 which represent
all outstanding loans together with accrued interest thereon were converted to stated capital by issye of
additional shares in the company. This resulted in increase of group’s current shareholding in the company to

98.46% of issued stated capital.

The company was classified as held for sale by 31 March 2014. It was treated as a disposal group and its net
assets were measured at a consideration of P1.00 in the consolidated annual financial statements for the year
ended 31 March 2014.

19. Investments in associates

19.1 Associates

The following are assaciates to the group:

Nature of business Method % Ownership interest

2015 2014
Pula Steel Casting and Steel casting and Equity 26% 35 %
Manufacturing manufacturing
Pule Maodisana Holdings (Pty) Ltd Funeral and financial Equity 40 % 40 %

services

Hoisting Solutions (Pty) Ltd Contracting Equity 49 % 49 %
Rim Rock (Pty) Ltd Contracting Equity 40 % 40 %
Ta Shebube (Pty) Ltd Tourism Equity 49% 49 %
United Refineries (Pty) Ltd Manufacturing Equity 40 % 40%
Staffberg Investments (Pty) Ltd Tourism Equity 30% 30%

a) Pula Steel Casting and Manufacturing (Pty) Ltd

The interest in Pula Steel Casting and Manufacturing (Pty) Limited was acquired in March 2012. The group holds
26% of the equity in the company. The investment in the company has been equity accounted in these group
financial statements. 9% of ordinary shares has been has been sold to BCL (Pty) Ltd during the year.

The group holds 13,000,000 debentures shares issued in March 2012. Preferential dividend shall be calculated
at a fixed coupon rate of 14% per annum. Nil amount was capitalized as dividend accrued during the financial

year ended 31 March 2015 because the investment was impaired the previous year.

b)  Pule Modisana Holdings (Pty) Ltd

The group holds 40% of the equity in Pule Modisana Holdings through ordinary shares acquired in January 2012.
The investment in the company has been equity accounted in these group financial statements.
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Investments in associates (continued)
c) Hoisting Solutions (Pty) Ltd

The group holds 49% of the equity in Hoisting Solutions Pty Ltd through ordinary shares acquired in April 2012, The
investment in the company has been equity accounted in these group financial statements.

6 306 482 preference shares of P1 each were issued in April 2012. Preferential dividend shall be calculated at a
prime lending rate. P621 059 was capitalized as dividend accruad during the financial year ended 31 March 2014,

The group also holds 10,000,000 debentures shares issued in April 2012. Preferential dividend shall be calculated
at a fixed coupon rate of 13% per anfum. P1 300 000 was charged as interest during the financial yedr ended 31
March EDM, the same amount has been paid by the Investes companyu. During the year 2015, the company paid
back P942, 261, this was part of the group's investment in preference shares in the company.

d) Rim Rock Holdings (Pty) Ltd

The group holds 40% of the equity in Rim Rock Pty Ltd through ordinary shares acquired in march 2012. The
investment in the company has been equity accounted in these group financial statements.

13 049 020 preference shares of P1 each were issued in March 2012. Preferential dividend shall be calculated at
15% fixed deposit rate. P2 080 273 was capitalized as dividend accrued during the financial year ended 31 March

2014.
e) Ta Shebube (Pty) Ltd

The group holds 49% of the equity in Ta Shebube Pty Ltd through ordinary shares acquired in November 2011, The
investment in the company has been equity accounted in these group financial statements.

22 471 909 preference shares of P1 each were issued in November 2011. Preferential dividend shall be calculated
at a 14% fixed rate. Nil amount was capitalized as dividend accrued during the financial year ended 31 March 2014
because the investment was impaired the previaus year. During the year 201 5, the company paid back P3, 263,949,
being part of the group's investment in preference shares in the company. The group's investment in the company
was for the development of three (3) hotel sites and only two (2) could be developed while the third site was
found not to have enough water. The funds returned were for the development of the third site which could not

take place.
T} Stoffberg (Pty) Lid

The group holds 30% of the equity in Elephant Lodges Pty Ltd through ordinary shares acquired in July 2013. The
investment in the company has been equity accounted in these group financial statements.

a

3 628 571 Preference Shares of P1 each were issued in July 2013. Preferential dividend shall be calculated at a
15% fixed rate. P311 659 was capitalized as dividend accrued during the financial year ended 31 March 2014.

g) Unified Refineries (Pty) Ltd

The group holds 40% of the equity in United Refineries Pty Ltd through ordinary shares acquired in Juna 2013. The
investment in the company has been equity accounted in these group financial statements.

11 343 337 debenture coupon of P1 each were issued in June 2013. Preferential dividend shall be calculated at a
15% fixed rate. P997 064 amount was capitalized as dividend accrued during the financial year ended 31 March

2014,
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Group
Figures in Pula 2015 2014
19.2 Equity Investments in associates at cost
Pula Steel Casting and Manufacturing (Pty) Ltd 5200 000 7 000 000
Pule Modisana Holdings (Pty) Ltd 40 40
Hoisting Solutions (Pty) Ltd 3329 587 3329 587
Rim Rock (Pty) Ltd 2527 020 2527020
Ta-Shebube (Pty) Ltd 4 641 461 4641 461
United Refineries (Pty) Ltd . 7333333 s 7333333
Stoffberg Investments (Pty) Lid 2 571 429 2 571 429
25 602 870 27 402 87Q
19.3 Preference share investments in associates at cost
Mobility (Pty) Ltd
Pule Modisana (Pty) Ltd 16 934 712 16 934 712
Hoisting Solutions (Pty) Ltd 5364 221 6 306 482
Rim Rock (Pty) Ltd 15552 650 15 551 650
Ta Shebube (Pty) Ltd 19 207 9560 22 471 909
Stoffberg Investments (Pty) Ltd 3628 571 3 628 571
60 688 114 64 854 324
19.4 Debeniure investmenis in associates at cost
Pula Steel Casting and Manufacturing (Pty) Ltd 13 000 000 13 000 000
Hoisting Solutions (Pty) Ltd 10 000 000 10 000 000
United Refineries (Pty) Ltd 11337 337 11 337 337
34 337 337 34 337 337
120 628 321 126 634 531

Total investment
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Citizen Entrepreneurial Development Agency (CEDA)

(Registration number CO/2001/2412)
Group Annual Financial Statements for the year ended 31 March 2015

Notes to the Group Annual Financial Statements

Group

Figures in Pula 2015 2014
20. Assets held for distribution/sale

20.1 Investment in associate held for distribution:

BIZ Capital (Pty) Lid

Cost G 041282 3 041 282
Accumulated impairment (6125 474) (6125 474)
Accumulated share of profit/ (loss) (2 915908) (2 915 808)
Net carrying amount R ]
20.2 Investment in associate held for distribution:

Easy Concrete Products (Pty) Ltd

Cost 21 498 142 21 498 142
Accumulated impairment (14 430 900) (14 430 500)
Accumulated share of DFOﬁt/(lOSS) (7 067 242) (7 067 242)
Net carrying amount - -
20.3 Investment in associate held for distribution:

Tannery Industries (Botswana) (Pty) Ltd

Cost 4453 931 4 453 931
Accumulated impairment (4 453 931) (4 453 931)
Net carrying amount ) .
20.4 Investment in associate held for distribution:
Rim Rock (Pty) Ltd
Cost 18 079 670 18 079 670
Share of post acquisition loss (4241 818) (3197 6388)

Accumulated impairment

(13 837 852)

(14 881 682)

Net carrying amount

20.6 Investment in subsidiary held for sale:
Latex Medical Prodacts (Pty) Ltd

R 26 713 661
Accumulated Impairment (26 713 661)
Sale proceeds 100 000
Profit 100 000

20.7 Investment in subsidiary held for distribution

PG Industries (Botswana) (Pty) Ltd

Cost

29258 77

Accumulated Depreciation

(29 258 771)

Net carrying amount
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Assets held for distribution / sale (continued)
Investment in subsidiary held for sale:
20.8 Delta Dairies (Pty) Ltd
Cost N * 79 546 436
Accumulated Impairment - (79 546 436)
Proceeds 5 1

Profit = 1

20.9 Investment in associate held for sale:

Mobility (Pty) Ltd

Cost 28 500 049
Accumulated Impairment 28 500 049

Sale proceeds

Profit

20.10 Investmeant in associate held for sale:
ZS Botswana (Pty) Lid

Cost = 7 551 883
Accumulated Impairment = (7 551 883)
Sale proceeds - 2 250 000
Profit - 2 250 000
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Assets held for distribution / sale (continued)

Biz Capital (Pty) Ltd
Biz Capital (Pty) Ltd went into liquidation on 20 September 2012 and liquidation proceeds of P145, 310 were

received in October 2015. The investment was accounted for as held for distribution,

Easy Concrete Products (Pty) Ltd
The group holds 49% of the equity in Easy Concrete Products (Pty) Ltd through ordinary shares acquired in July

2008. . i

The group holds 12,108,591 redeemable, cumulative convertible and non-voting preference shares issued on 23
June 2008. The shares carry a dividend rate equivalent to the prime lending rate plus 0.5% as determined by
Barclays Bank of Botswana from time to time applied on an annual basis.

The Easy Concrete Products (Pty) Ltd was placed under provisional liquidation on 30 March 2012 and the final
order was granted in June 2012. As of yearend, the management does not expect any liquidation proceeds and
hence this investment was classified as assets held for distribution and measured at the lower of its carrying

amount and fair value less costs to sell.

Tannery Industries (Botswana (Pty) Ltd
The interest in Tannery Industries (Botswana) (Pty) Ltd was acquired in June 2005. The company went into

creditors’ liquidation in December 2010 and has been accounted for as a disposal in previous financial statements.
The residual amount of P4, 453,931 on the final liquidation account has not yet been remitted by the liquidataor
of Tannery Industries (Botswana (Pty) Ltd this has been accounted for as assets held for distribution after

recognition of an impairment charge.

mobility (Pty) Lid
The interest in Mobility (Pty) Ltd was acquired in April 2011. A decision to sell the company was taken. The
company was therefore been accounted for as assets held for distribution after recognition of an impairment

charge.
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Citizen Entrepreneurial Development Agency (CEDA)

(Registration number CO/2001/2412)
Group Annual Financial Statements for the year ended 31 March 2015

Notes to the Group Annual Financial Statements

Group
Figures in Pula
2015 2014
22, Revaluation reserve
Opening balance 2292 847 9121 575
Gain on property revaluation 4 856 679 2 393 780
Write off of reserves on account of .
wr1tt§n off assets © B * (2 927 429)
Impairment on revaluation of
property attributable to minority )
Reserve transfer on account of
depreciation (725 962) (5122 069)
Acquisition of non-controlling
interest in PG Industries i (1173 010)
Closing balance 6 423 564 2 292 847
23. Trade and ather payables
Trade payables 1882 657 26 513 582
Deferred income 15023 979 22 495 761
VAT - 571 113
Accrued bonus 3 968 673 2 544103
Other payroll accruals 13 118 345 16 078 647
PAYE accrual - 6752
Accrued audit fees 2077 179 2433 396
Provisions 39204 031 33 368 856
Other payables 4 660 548 14711 357
79935 432 118 723 567

Fair value of trade and other payables
The directors consider the carrying amount of trade and other payables to approximate their fair value.
24. Finance lease obligation X
Due within 12 months 721 188 2 088 783
Due after 12 months 1 089 140 1346 442

1810 328 3435225

It is group palicy to lease certain motor vehicles and equipment under finance leases,
The average lease term was 3-5 years and the average effective borrowing rate was 10% (2014: 10%).

Interest rates are linked to prime at the contract date. All leases have fixed repayments and no arrangements

have been entered into far contingent rent.

The group's obligations under finance leases are secured by the lessor's charge aver the leased assets.
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Figures in Pula

25. Other financial liabilities

Held at amortized cost

Barclays Bank of Botswana
Limited

The group sbld its staff loan
scheme to Barclays Bank of
Botswana Limited with effect
from 1st January 2013. However
due to the fact that the company
retained the credit risk of these
loans. The asset Was
derecognized and  company
continues to recognize the staff
loans under loans and advances.
The amount of proceeds received
from the bank is recognized as a
financial liability in accordance
with 1AS39 Financial Instruments:
Recognition and measurement.
First National Bank of
Botswana Limited

The loan was secured by a first
covering mortgage bond for
P1, 200,000 over lot 2716 Selebi
Phikwe. It attracted interest at
prime minus 1% and was
repayable over a period of 120
months. The loan was paid off
after year end.

Banc ABC

This is a short term loan secured
by a deed of hypothecation over
the group's movable assets
including inventory anddebtors.

Group
2015 2014
29525 894 52 972 031
12 527 855
5 548 902
29 525 894 71048 788

The directors consider the carrying amount of other financial liabilities to approximate their fair value.

Currencies - At amortized cost

The carrying amounts of financial liabilities at amortized cost are denominated in Pula.



Citizen Entrepreneurial Development Agency (CEDA)

(Registration number C0/2001/2412)
Group Annual Financial Statements for the year ended 31 March 2015

Notes to the Group Annual Financial Statements

Group
Figures in Pula 2015 2014
26. Cash generated from (used in) operations
Profit/(loss) before taxation 351331 071 90 837 476
Adjustments for:
Depreciation and amortization 5 5502 249 8 892 787
Loss (profit) or sale of plant & equipment . (97 113) (280 146)
Interest from associates (4196 817) (3 229 783)
Profit on sale of investments (2 350 000)
Gain on loss of control of subsidiary (17 655 430)
Staff benefit charge 2 579 016 7 748 040
Impairment charge for subsidiaries & associates (55 490 249) 158 233 719
281972726 254 353 002
Changes in working capital:
Inventories - 22 074 082
Loans and advances 26.1 (114 712 491) (98 048 172)
Trade and other payables 26.2 (33 155 7386) 14 835 949
Other assets 26.3 (23 112 277) 19 843 846
Cash generated from operating activities 110 992 222 213 062 589
26.1 Change in loans and advances:
Balance at the beginning of the year 797 714 694 808 508 526
Balance at the end of the year (979 744 658) (797 714 994)
Impairment charge 67 317 173 (108 841 704)
(114 712 491) (98 048 172)
26.2 Change in trade and other payables:
Balance at the beginning of the year (140 038 049) (172 683 576)
Balance at the end of the year 109 441 328 189 772 474
Staff loan benefit s (2579 016) = (2 248 949)
(33 155 736) 14 839 945
26.3 Change in other assets:
Balance at the beginﬂing of the year 89 380 064 117 730 127
Balance at the end of the year (105 815 716) (89 380 364)
Impairment charge (6 677 525) (8 505 317)
(23 112 277) 19 843 846
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Group

Figures in Pula

2015 2014

27. Deferred tax liability

Accelerated capital allowances for tax purposes 768 485

Deferred tax liability 768 485

Deferred tax asset . (oh453)

Reconciliation of deferred tax asset/(liability)

At beginning of year (911 132)

Originating and reversal of temporary differences on

fixed assets 142 647
768 485

Tangible fixed assets derecognised

During the year the group disposed off shares in Delta Dairies (Pty) Ltd at 2 consideration of P1.00. The investment
was fully impaired in the books of CEDA Venture Capital Fund at the time of disposal.

Relationships

Shareholders
Subsidiaries

Associates
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Gavernment of the Republic of Botswana
CEDA Venture Capital Fund
Phika Entrepreneurs (Pty) Ltd

Pula Steel Casting & Manufacturing (Pty) Ltd
Pule Modisana Holdings (Pty) Ltd

Hoisting Solutions (Pty) Lid

Ta Shebube (Pty) Ltd

Rim Rock (Pty) Ltd

Stoffberg Investments (Pty) Ltd

United Refineries (Pty) Ltd

75 Botswana (Pty) Ltd

BIZ Capital (Pty) Ltd

Easy Concrete Products (Pty) Ltd Tannery
Industries (Botswanz) (Pty) Ltd
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Notes to the Group Annual Financial Statements

Group

Figures in Pula 2015 2014

29. Key Management's emoluments

Tre following is the compensation of key management personnel and these are set by the remuneration
committee in relation to performance and market trends.

Executive
2015 - s
Salaries Housing car Gratuity, Non Total
allowance allowance medical executive
aids, and directors'
ather fees
For services 5 154 345 1141 600 797 265 2 881720 150 780 10 125 710
2014
Salaries Housing car Gratuity, Non Total
allowance allowance medical executive
aids, and directors’
other fees
For services 5236 688 1224915 912 000 2 920 843 156 303 10 450 749
Loans to Senior Managers 3 567 011 1 467 342
Loans to Directors 3 900 000 -
30. Risk management
Financial risk management - 5

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

The group's risk management policies are designed to identify and analyze these risks, to set appropriate risk
limits and controls, and to monitor the risks and adherence to limits by means of reliable and up-to date
information systems. The group regularly reviews its risk management policies and systems to reflect changes in
markets, products and emerging best practice.

Risk management is carried out by an audit committee under policies approved by the Board of directors. Audit
committee identifies, evaluates and minimize financial risks in close co-operation with the group’s operating
units. The Board provides written principles for overall risk management, as well as written policies covering
specific areas, such as interest rate risk and credit risk and investment of excess liquidity.
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31. Risk management (continued)

Liquidity risk

Liquidity risk is the risk of the group’s inability to meet its payment obligations associated with its financial
liabilities when they fall due. Liquidity risk may arise in situations where there are mismatches between
maturities of assets and liabilities. The group’s exposure to the risk is managed by the maturity profiles of the
assets and liabilities.

The group’s liquidity management proess, as carried out within the group and maonitored by a separate team
in the group finance department, includes:

o Day-to-day funding, managed by monitaring future cash flows to ensure that requirements can be met.
This includes replenishment of funds as they are due towards customers;
e Maintaining a portfolio of highly marketable assets that can easily be liquidated as protection against

any unforeseen interruption to cash flow;
e Monitoring statement of financial position liquidity ratios against internal requirements; and

s Managing the concentration and profile of debt maturities.

Monitoring and reporting take the form of cash flow measurement and projections for the next day, week and
month respectively, as these are key periods for liquidity management. The starting point for those projections
is an analysis of the contractual maturity of the financial liabilities and the expected collection date of the

financial assets.

The Finance department also monitars unmatched medium-term assets, the level and type of undrawn lending
commitments and the impact of contingent liabilities such as standby letters of credit and guarantees.

The table below analyses the group’s financial liabilities into relevant maturity groupings based on the remaining
period at the statement  of financial position to the contractual maturity date. The amounts disclosed in the
table are the contractual undiscounted cash flows. Balances due within 12 months equal their carrying balances

as the impact of discounting is not significant.

Group

At 31 March 2015 1-3 Months 3-12 Months 1-5 years Total
Trade and other payables 28 993 029 41390 742 9 551 661 79 935 432
Borrowings and bank overdrafts 1843 536 5 530 607 23 962 081 31 336 224
At 31 March 2014 1-3 Months  3-12 Months 1-5 Years Total
Trade and other payables 17 151 625 76 532 198 25 039 744 118 723 567
Borrowings and bank overdrafts 6613 721 5 530 407 65 021 087 77 165 415

Interest rate risk

The group’s interest rate risk arises from long-term borrowings. Borrowings issued at variable rates expose the
group to cash flow interest rate risk. Borrowings issued at fixed rates expose the group to fair value interest
rate risk. During 2015 and 2014, the group’s borrowings at variable rate were denominated in the Pula.

At 31 March 2015, if interest rates on Pula-denominated borrowings had been 1% higher/lower with zll other

variables held-constant, net assets for the year would have been P 3 000 510 {2014: P 1 821 031)
(Company: P3 000 510 (2014: Pt 821 031)) lower/higher, mainly as a result of nigher/lower interest expense on

floating rate borrowings.
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Group
2015 2014

Figures in Pula

Risk management (continued)

Credit risk

The group takes on exposure to credit risk, which is the risk that a counterparty will cause a financial loss for
the group by failing to discharge an obligation. Cradit risk is the most important risk for the group’s business;
management therefore carefully manages its exposure to credit risk. Credit exposures arise principally in lending
actieities that lead to loans and advances, and investment activities that bring debt securities and other bills
into the group’s asset portfolio. There is also credit risk in off-statement of financial position financial
instruments, such as loan commitments. The credit risk management and control are centralized in credit risk
management team of group and reported to the Board of Directors and head of each business unit regularly.

Loans and advances

In measuring credit risk of loan and advances to customers at a counterparty level, the graup reflects three
components (i) the ‘probability of default’ by the client or counterparty on its contractual obligations; (ii)
current exposures to the counterparty and its likely future development, from which the group derive the
‘exposure at default’; and (iii) the likely recovery ratio on the defaulted obligations (the ‘loss given default'),

The group assesses the probability of default of individual counterparties using internal rating tools tailored to
the various categories of counterparty. They have been developed internally and combine statistical analysis
with credit officer judgement. The group's rating scale, which is shown below, reflects the range of default
probabilities defined for each rating class. This means that, in principle, exposures migrate between classes as
the assessment of their probability of default changes. The rating tools are kept under review and upgraded as
necessary. The group regularly validates the performance of the rating and their predictive power with regard

to default events.

Financial assets exposed to credit risk at year end were as follows:

Loans and advances
Performing loans 836 675 928 682 589 424
Loans above 5 months in arrears 477 275 010 724 397 293
Loans which are foreclosed 393 416 360 185 672 090
1707 371298 1592 658 807

Category Description Objective criteria
Performing loans No evident weakness and performing Performing according to -

to contractual terms contractual terms
Non-performing loans Exhibits potential weakness and/or In arrears for more than 150 days

settlement risk

Non-performing credit facilities
on which any amount due remains
unpaid for more than 150 days

Loans which are foreclosed Settlement highly improbable
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Risk management (continued)

Risk Limit control and mitigation policies

The group manages, limits and controls concentrations of credit risk wherever they are identified - in particular,
to individual counterparties and to industries.

& <

The group structures the levels ofscredit risk it undertakes by placing limits on the amount of risk accepted in
relation to one borrower or groups of borrowers. Such risks are monitored on a revolving basis and subject to an
annual or more frequent review, when considered necessary. Limits on the level of credit risk by product are

approved quarterly by the Board of Directors.

Exposure to credit risk is also managed through regular analysis of the ability of borrowers and potential
borrowers to meet interest and capital repayment obligations and by changing lending limits where appropriate.

Some other specific control and mitigation measures are outlined below.

Collateral

The group employs a range of policies and practices to mitigate credit risk. The most traditional of these is the
taking of security for funds advanced, which is a common practice. The group implements guidelines on the
acceptability of specific classes of collateral or credit risk mitigation. The principal collateral types for loans
and advances are;

- Mortgages over residential properties;

- Charges over business assets such as premises, plant and equipment, inventory and accounts receivable,

Impairment and provisioning policies

The internal rating systems focus more on credit-quality mapping from the inception of the lending. In contrast,
impairment provisions are recognized for financial reporting purposes only for losses that have been incurred at

the reporting date based on objective evidence of impairment.

The impairment provision shown in the statement of financial position at year-end is derived from each of the
three internal categories. However, the majority of the impairment provision comes from the bottom two
grading. The table below shows the percentage of the group’s on- and off-statement of financial pasition items
relating to advances and the associated impairment provision for each of the categories:

Analysis -ioans and advances Loans and Impairment  Loans and Impairment
advances - provision -  advances - provision -
2015 2015 2014 2014
Performing loans 836 675 928 147 637 870 682 589 424 143 484 412
Loans above 5 months in arrears 477 27% 010 186 821 934 724 397 293 445 790 089
Loans which are foreclosed 393 416 360 393 166 835 185 672 090 185 669 312
1707 371 298 727 626 639 1592 658 807 794 943 813
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Risk management (continued)

The internal rating tool assists management to determine whether objective evidence of impairment exists
under IAS 39, based on the following criteria set out by the group:

Delinquency in contractual payments of principal or interest;

Cash flow difficulties experienced by the borrower (e.g.; equity ratio, net income percentage of sales);

: Breach of loan covenants or conditions; - N

- Initiation of bankruptcy proceedings;

- Deterioration of the borrower’s competitive position;

- Deterioration in the value of collateral; and

- Downgrading below investment grading level.

The group'’s policy requires the review of individual financial assets that are significant at least annually or more
regularly when individual circumstances require. Impairment allowances on individually assessed accounts are
determined by an evaluation of the incurred loss at reporting date on a case-by-case basis, and are applied to
all individually significant accounts. The assessment normally encompasses collateral held (including re-
confirmation of its enforceability) and the anticipated receipts for that individual account.

Collectively assessed impairment allowances are provided for: (i) portfolios of homogenous assets that are
individually below materiality thresholds; and (ii) losses that have been incurred but have not yet been
identified, by using the available historical experience, experiencad judgment and statistical technigues.

Credit risk exposure relating to the assets on the statement of financial position are as follows:

Credit risk exposure

Cash and cash eqguivalents 358 721 675 246 209 191
Loans and advances 979 744 658 797 714 994
105 816 059 91 538 464

Other assets

1444282392 1 135 462 649

Loans and advances
Loans and advances are summarized as

follows:

Analysis a a

Neither past due nor impaired 504 117 029 682 589 424

Past due but not impaired 332 558 899 73 094 289
870 695 369 836 975 094

Impaired over 5 months
Less: Allowance for impairment (727 626 639) (794 943 813)

979 744 658 797 714 994
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Risk management (continued)

The total impairment provision for loans and advances is P727 626 639 (2014: P794 943 813) of which 60%
(2014: 87%) represents loan facilities that have not performed for aver 5 months.

Upon initial recognition of loans and advances, the fair value of collateral is based on valuation techniques
commonly used for the corresponding assets. In subsequent periods, the fair value is updated by reference to

market price or indexes of similar assets. .

= =

Management is confident in its ability to continue to control and sustain minimal expaosure of credit risk to the
group resulting from both its loan and advances portfolio and investments based on the following:

- 49% of the loans and advances portfolio is categorized in the top two grades of the internal rating system

(2014: 47%).
- Loan portfolio is backed by collateral.
- The group has introduced a more stringent selection process upon granting loans and advances.

Age analysis of loans and advances

Neither past due 1-150 days Over 150 days Total
nor impaired Past due but not
impaired

Group
Loans at 31 March 504 117 02% 332 558 899 870 6595 369 1707 371 298
2015
Group
Loans at 31 March 682 589 424 73 094 289 836 975 094 1 592 658 807
2014

Repossessed collateral

During 2015, the Agency obtained assets by taking possession of collateral held as security which totaled
P4 315 958 (2014: P8 294 743). Repossessed assets consist of land and buildings, plant and machinery and
equipment. Repossessed properties are sold as soon as practical with the proceeds used to reduce the

outstanding indebtedness.
Fair value of financial assets and liabilities

The carrying afounts of financial assets and financial liabilities of the group and company equal their fair value.
Assumptions used to determine the fair value;

(i) Loans and advances to customers and other assets
The carrying value less impairment provision of trade receivables and payables are assumed to approximate

their fair values.

(ii) Financial liabilities
Trade and other payables are of shert term in nature and the fair values will approximate its carrying values.

Borrowings are financed at market interest rates; therefore, the carrying values approximates fair values.
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Financial assets by category

The accounting policies for financial instruments have been applied to the
line items below:

Group - 2015
° Loans and Total
receivables
Cash and cash equivalents 358 721 675 358 721 675
Other assets 105 816 059 105 816 059
Loans and advances 979 744 658 979 744 658
1444282 392 1444282 362
Group - 2014
Loans and Total
receivables
Cash and cash equivalents 244 209 191 246 209 191
Other assets 89 380 964 89 380 964
Loans and advances 797 714 994 797 714 994

1135 305 149 1 135 205 149

Financial liabilities by category

Group - 2015
Financial Total
liabilities at
amartized
cost
Borrowings and bank overdrafts 1810 328 1810328
Trade and other payables 79 935 432 79 935 432
Other financial liabilities 29 525 894 29525 894
= 111 271 654 111 271 6549
Group - 2014
Financial Total
liabilities at
amortized
cost
Borrowings and bank overdrafts 6116 628 6116 628
Trade and other payables 118 723 567 118 723 567
Other financial liabilities 71 048 787 71 048 787

195 888 892 195 888 852
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32. Capital Commitments
Authorized capital expenditure
Already contracted for but not provided
for [
°  Motar vehicles ” . 151861 46 632
*  Computer hardware 1800 917 1052 000
> Computer software 510 907 200 000
o Computer software 3793 351 4 944 112

These committed expenditure relates to property, plant and equipment and will be financed by funds internally
generated funds.

Operating leases - as lessee (expense)

Minimum lease payments due
- within one Vear 5100 498 5 168 861
- in second year and later 10 215 141 15 315 639

15 315 639 20 484 500

Lease commitments are standing in respect of lease agreements for properties spread over the country used in
respect of carrying out operations of CEDA Group. The commitments will be financed out of internally generated

funds.

33. Contingencies

CEDA credit Guarantee Fund guarantees the net losses incurred by participating financial institutions as a resylt
of their lending to small and medium sized entities under the CEDA Credit Guarantee Scheme, The fund has
guaranteed 75% of the net losses incurred by the participating institutions. The total contingent liability as at
31 March 2015 as a result of guarantees issued amount to P111 054 744 (2014: P83 070 267).

CEDA has certain pending litigations as at 31 March 2015. The outcome of these Cases is currently unknawn
Management has estimated a contingent exposure of P 4 727 000 (2014: P38, 845).

Unfilled conditionsand other contingencies attaching to government grants related to agricultural activity.

34. Going concern

The group annual financial statements have been prepared on the basis of accounting policies applicable to a
going concern, This basis presumes that funds will be available to finance future operations and that the
realization of assets and settlement of liabilities, contingent obligations and commitments will occur in the

ordinary course of business.

The ability of the group to continue as a going concern is dependent on a number of factors. The most significant
of these is that the directors continye to source funding for the ongoing operations for the group.
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35. Events after the reporting period

The following material events took place from the reporting date to the date of signature of the group annual
financial statements:

Subsidiaries

- Shares held in PhikaEntrepreneurs were disposed of in December 2015 and proceeds amounting to P232 044

were received on 8 February 2016. *
- Latex Medical Products (Pty) Ltd was placed under liquidation from December 2012. The liquidation process

was finalized in April 2015. No proceeds were received.

Associates

- Biz Capital (Pty) Ltd was in liguidation since September 2012. Interim liquidation proceeds of P145, 310 were
received in October 2015. The liquidation process was finalized in March 2016 and no final proceeds were
received.

- Hoisting Solutions (Pty) Ltd was exited in April 2017.

- Rim Rock (Pty) Ltd was placed under provisional liquidation in December 2015.

- Pula Steel Casting and Manufacturing (Pty) Ltd was placed under liquidation on 15 September 2017. The
liquidation process is nat complete.

-Ta Shebube (Pty) Ltd was an associate until 2015. It became an 87% owned subsidiary from 2016 to date.

-Mobility (Pty) Ltd was no longer part of the group as from July 2015.

- Pule Modisana (Pty) Ltd was placed under liquidation on 24 October 2018.

- United Refineries (Pty) Ltd was placed under judicial management as from 11 February 2019.

Other Financial Assets

-The Government of Botswana donated 4.5% shareholding in Norsad Finance to CEDA in 2016.



