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Structure

The control of the Corporation is vested in a
Board of Directors. All the directors are appointed
(and removed) by the Minister of Finance and
Development Planning. The Corporation is
managed by the Managing Director, who is
assisted by two General Managers.

Objective

To assist in the establishment and development
of commercially viable businesses in Botswana.

Mission

To be “The Service-Plus Investment Corporation
for Botswana”

Vision

To be the leading Investment and Development
Financer

BDC’s Role is to:

• Provide financial assistance to investors with
commercially viable projects.

• Support projects that generate sustainable
employment for Batswana and add to the 
skills of the local workforce.
• Encourage citizen participation in business
   ventures.

Furthermore, BDC supports the development
of viable businesses which perform one or more
of the following functions:

- Use locally available resources.
- Produce products for export or to substitute
  imports.
- Foster linkages with the local industry.
- Contribute to the development of 
- Botswana’s resources and overall economy.

• Subsidiary companies are independent and
  BDC influence is exercised through the 
  directors it nominates to subsidiary boards
  (appointees do not have to be BDC 
  employees).
• Directors are also nominated to the boards
  of associate and affiliate companies. Such
  appointees largely act in advisory and 
  monitoring capacity.

For further information, contact:

The Manager
Corporate Communications and Public Relations
Botswana Development Corporation Limited
Moedi, Plot 50380, Gaborone International
Showgrounds
P/Bag 160, Gaborone, BOTSWANA
Tel: (267) 365 1300, Fax: (267) 390 3115, 390 4193,
391 3567
E-mail: enquiries@bdc.bw
Website: www.bdc.b

Botswana Development Corporation Limited (BDC) was established
in 1970 to be the country’s main agency for commercial and industrial
development. The Botswana Government owns 100 percent of the
issued share capital of the Corporation.
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Mr S.S.G. Tumelo
Chairman

Mrs I . K. Kandjii

Mr O. Merafhe Mr A. B. Tafa

Mr N.K. Kwele Mrs B.K. Molosiwa

Mr Kenneth Matambo
Managing Director

Mr D. Inger

Mrs M. M. N. Maine Dr S. E. Ndzinge

Board of Directors
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Mr O. K. Matambo
Managing Director

Mr J. N. Kamyuka
General Manager,

Management Services

Mrs W. Baipidi-Maje
Manager,
Industry

Mr. S. T. Meti
Manager, Human Resources

Mr. B. G. Mmualefe
Manager, Risk and Research

Ms. R. D. Mogorosi
Chief Financial Accountant

Mr. R. M. Phole
Group Internal Auditor

Mr J. P. Sono
Manager, Agribusiness & Services

Mr M. M. Sikalesele
Chief Information Officer

Mr M. Tau
Management Accountant

Management

Mr O. C. Kgotlafela
Manager, Property Development

Mrs. S. R. Malikongwa
Manager, Corporate

  Communications & Public Relations

Mrs M. M.Nthebolan
General Manager,

Business Development

Mrs. G. V. Garekwe
Group Company Secretary
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Operating Environment

The business environment has continued to be
dynamic and  necessitates constant review of the
Corporation’s environment. During the year under
review, the CEDA Venture Capital came into being
adding to the existing pool of investment funds.

The interest rate reduction announced by BOB in
the second half of 2003 has meant that the
Corporation re examines its pricing model on an
ongoing basis. In the aftermath of those
movements the Corporation saw the refinancing
of various loans by the commercial banks.

The tourism sector remains a recognized vehicle
for potential growth and the Corporation during
the year committed P27 mill ion to the
refurbishment of the Cresta Marakanelo Hotels.
Furthermore, Botswana Hotel Development
Company, a 100% Subsidiary company of BDC
has extended its lease to Global Resort Botswana
(GRB) enabling GRB  to develop a new hotel with
150 beds. The Corporation is also refurbishing the

rooms at Grand Palm Hotel.

In the Capital Market sector, the Corporation has
once again taken the lead by issuing a P75 million
Consumer Price Index (CPI) linked note. This is a
brave statement showing that the country’s
Development Corporation has absolute confidence
in the economy. This issue guarantees the investor
a real positive return throughout the tenure of the
issue. The P75 million and additional Fixed Rate
note of P125 million are listed on the Botswana
Stock Exchange.

Financial Performance

Despite difficult operating conditions, the group
has managed to put in another good performance.
Turn over has amounted to P237.11 million
(P281.34 million in 2003) being only 15% below
last years performance despite the fact that
Lobatse Tile, a substantial contributor to group
income was not operational for much of the year
under review.

Chairman’s Statement

Another year has gone by and the
Corporation has remained unwavering in

its performance.  The year ended June
2004 effectively saw the end of the 5-year

Strategic Plan embarked upon in 1999.
The Corporation’s performance over those
five years has been commendable.   There
has been a steady growth in the net profit
before tax culminating in the P65.5 million
in the year under review.  The Corporation

has also been able to meet the required
return on shareholder’s funds of 6% as set

by the board.

A new three year Strategic Plan has been
developed and is to be implemented from

the 1st July 2004.

Mr S.S.G. Tumelo • Chairman
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Group net profit before tax has improved
significantly moving up to P67.0 million ( P59.0 in
2003). This represents a 13% growth in the bottom
line. The Tax revenue implication of this cannot
be understated. The Corporation also paid a
dividend to its shareholder, Government of
Botswana, amount ing to P15 mi l l ion.

In regard to the economic development role the
Corporation has seen the Gaborone International
Convention Center exceed all expectations in
fulfilling its developmental role. It has become a
true national asset that has set new standards
and brought focus on the country. Its influence
continues to grow as it draws activity to the
country from within the region and beyond and
hence feeding commercial benefit to our other
sectors such as the transport, hotel and tourism.

Corporate Governance

Botswana Development Corporation Limited and
its subsidiaries remain committed to the principles
of good corporate governance. The board of BDC
is relentless in maintaining the highest standards
of integrity, accountability and openness in
accordance with generally accepted corporate
practices.

Conclusion

My appreciation goes to all members of staff of
the BDC group of companies for their contribution
to the excellent results that have jointly been
achieved. We look forward to 2004/5 with the
knowledge that our past successes have raised
the benchmark.
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Corporate Governance Statement

Following many years of Quality Governance,
principles, the spirit and commitment to, Good
Corporate Governance has become an integral
part of the way we do business in Botswana
Development Corporation Limited. It is for that
reason that the Corporation has decided to
continue, and will continue to include a Corporate
Governance Statement in the Annual report for
our stakeholders to measure our progress, to
critic us and give us feedback where stakeholders
deem appropriate and to suggest ways that we
and our key stakeholders can benefit from
reciprocal relationships in order for us all to
succeed in our various corporate pursuits, going
forward.

The report highlights some of the corporate
governance initiatives that the Corporation
undertook in the financial year just ended. In all
its corporate governance initiatives the
Corporation seeks to strike a balance between
economic and social goals and individual and
communal goals with the aim of aligning, as
nearly as possible, the interests of the
Corporation, Individuals, and the Community at
large. As reported in the previous financial year
the Corporation continues to be committed to
the pillars of good governance, namely:

Statement of Compliance

The Corporation complies with pronounced best
practice principles in particular King 2 Report on
Corporate Governance, where relevant, and has
not made any decision to exclude any principles
of good governance. The Corporation is
continuously assessed for quality compliance
against ISO9001:2000 standards and has
consistently been found to be in compliance. To
demonstrate its commitment to corporate
governance the Corporation supports the efforts
of, and is a Corporate Member of the Directors
Institute of Botswana, in good standing

Shareholder Rights

Botswana Development Corporation is a holding
company in a number of investments where it
either holds 100% equity or is in joint venture with
other shareholders. In all cases, the Corporation’s
governance framework ensures the equitable
treatment of all shareholders, including minority
and foreign shareholders. All shareholders have
the opportunity to obtain effective redress for any
violation of their rights, perceived or real. In all
cases the Corporation ensures that all shareholders
of the same class are treated equally. The
Corporation participates in the direction of such
investments through the appointment of Directors
to those companies, taking into account the nature
of business and available expertise within the
Corporation or where necessary from the market.

Stakeholders Considerations

The Corporation’s governance framework and
code of ethics recognise and respect the rights of
all stakeholders as established by law and
encourages active co-operation between the
Corporation and the stakeholders in creating wealth,
jobs, and the sustainability of financially sound
enterprises.

Disclosure and transparency

Management ensures that timely and accurate
disclosure is made on all material matters regarding
the Corporation, including the financial situation,
performance, ownership, and governance of the
Corporation.Fig 1 BDC’s 8 Pillars of Corporate Governance
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 Board of Directors

The Board provides strategic guidance to the
Corporation, the effective monitoring of
management, and the Board’s accountability to
the company and the shareholders. Overall the
Board reviews and guides corporate strategy,
major plans of action, risk policy, annual budgets
and business plans; setting performance
objectives for management; monitoring
implementation and corporate performance; and
overseeing major capital expenditures,
acquisitions and divestitures.

In discharging its mandate the Board seeks to
make intellectually honest decisions on a fully
informed basis, based on facts, in good faith,
with care and due diligence, and in the best
interest of the Corporation, its shareholders, all
stakeholders, and to balance financial performance
with conformance to requirements and best
practice.

The Corporation’s Board of Directors comprises
nine non-executive Directors and one executive
Director being the Managing Director. Mr. S.S.G
Tumelo chairs the Board. The shareholder,

Corporate Governance Statement
(continued)
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Internal Control Systems

The Board of Directors is satisfied with the
effectiveness of the Corporation’s framework of
internal control and have taken steps to ensure
that effective systems of risk management are
established as part of its risk-control systems.
Internal audit periodical ly reviews the
effectiveness of internal controls and advices
Management and the Audit Committee
accordingly.

BDC Corporate Governance Structure

In running the affairs of the Corporation,
Management is guided by and is compliant with
the provisions of the Companies Act, the
Memorandum and Articles of Association, the
shareholders expectations, Corporate Governance
Principles and the requirements of ISO9001:2000.

Companies Act

BDC Memorandum Shareholder
MFDP

Regulatory
Framework BOARD Article

CommiteesDelagation

Management

M.D

A
ud

ito
rs

Corporate Governance Systems

Fig 2  BDC Governance Framework



Minister of Finance and Development Planning,
reconstituted the Board early in the New Year
following the retirement of four (4) Directors.

Meetings of the Board are scheduled each
calendar quarter and at such other times as the
exigencies of the Corporation may dictate. The
Board further regularly reviews the Corporation’s
processes and procedures to ensure the
effectiveness of internal control systems and the
accuracy of its financial reporting, both at holding
company level and at group level.

Board Sub-Committees

The Board discharges some of its key corporate
governance responsibilities through well-balanced
Board Audit Committee, Human Resource
Committee and Board Tender Committee.

Human Resource Committee

The Human Resource Committee comprises of

three non-executive Directors and the Managing
Director. The Committee meets twice a year and
was chaired by Mr. P.L Steenkamp until his
retirement at the end of the year. Mrs. I.K Kandjii
was, in the ensuing financial year, subsequently
appointed Chairman of the Committee. The
Committee oversees all policy matters relating
to human resources issues and remuneration
issues for the Directorate.

Directors Fees

During the year the Corporation authorized
payment of the following Board fees to its
Directors. Fees for some of the members were
paid to their respective employers.
The Board Tender Committee did not meet during
the current year. However a number of tenders
were issued during the year and were considered
by the Tender Committee, which is a sub-
Committee of the Board Tender Committee.

Fig 3. 2003/2004 Board Fees Key: * Chair for part of the year**Subsequent Chair

Board
Main Audit HR Tender Total

Board Committee Committee Committee Fees

Tumelo S.S.G (Board Chairman) 5,220 - - 5,220
Moremi T.C (Vice Chair & Audit Comm. Chair) *       653 0 -      653
Matambo O.K 0 0 0 0
Chiepe M     870 - -     870
Inger D  2,175 -    1,305  3,480
Kandjii I.K (HR & Board Tender Comm. Chair) **  2,175 -    870  3,045
Maine M.T.L (Audit Com Chair)* 2,610   1,740 -   4,350
Mwila E.K 1,740  435 1,740   3,915
Ndzinge S.E 1,305 - -   1,305
Steenkamp P L (HR Comm. Chair) *   1,305  435 2,610  4,350
Lamdin S (Independent Audit Comm. Member) 0 870 0 870

Total 18,053 1305 2,610 0 28,058

FEES PAID FOR BDC ITS BOARD COMMITTEES

11

Corporate Governance Statement
(continued)



The Board Tender Committee did not meet during
the current year. However a number of tenders
were issued during the year and we considered
by the Tender Committee, which is a sub-
Committee of the Board Tender Committee.

Board Rotation

Towards the end of the financial four (4) Directors
retired and four (4) new directors were
subsequently appointed in August 2004.

Retired Directors

Date Date
Appointed Retired HR Audit Board

To Board From Board Committee Committee Tender
Committee

1. Moremi T.C 09.03.1993 04.12.2003 Chair
2. Chiepe M 18.11.1998 09.09.2004
3. Mwila E.K 18.11.1998 01.08.2004 Member
4. Steenkamp P.L 27.01.1993 23.03.2004 Chair

Additional Roles Previously Played

Fig 5 Retired members

Main Audit HR Board Total
Board Committee Committee Tender Meetings

Committee Attended

Tumelo S.S.G (Board Chairman) 6 - 6
Moremi T.C (Vice Chair & Audit Comm. Chair) * 1 - 1
Matambo O.K 6 2 4 12
Chiepe M 2 - 2
Inger D 5 - 3 8
Kandjii I.K (HR & Board Tender Comm. Chair) ** 5 - 1 6
Maine M.T.L (Audit Com Chair)* 6 2 8
Mwila E.K 4 1 4 9
Ndzinge S.E 3 - 3
Steenkamp P L (HR Comm. Chair) * 3 1 3 7
Lamdin S (Independent Audit Comm. Member) 2 - 2

Fig 4. 2003/2004 Attendance Schedule Key: * Chair for part of the year**Subsequent Chair

12

Corporate Governance Statement
(continued)

Number of Meetings Attended by Directors

During the financial year Board members attended
a number of Board meetings and meetings of
the Board Subcommittees as analysed below.

Number of Meetings Attended by Directors

During the financial year Board members attended
a number of Board meetings and meetings of
the Board Subcommittees as analysed below.
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Corporate Governance Statement
(continued)

Date
Appointed HR Audit Board

To Main Committee Committee Tender
Board Committee

Continuing Members

     1. Tumelo S.S.G (Board Chairman) 20.01.1999
     2. Maine M.T.L 18.11.1998 Chair
     3. Matambo O.K (M.D) 01.09.1995 Member Member Member
     4. Inger D 21.03.1978 Member
     5. Kandjii I.K 18.11.1998 Chair Chair
     6. Ndzinge S.E 18.11.1998 Member
     7. Lamdin S (Independent Member) 28.05.1998 Member

New Members

    8.  Kwele N K 01.08.2004 Member
    9.  Merafhe O 01.08.2004 Member
  10.  Molosiwa B.K 01.08.2004
  11.  Tafa A B 01.08.2004

New BDC Board Composition and Sub Committee Roles as at 31st August 2004.

Board Sub-Committee Roles as at 31st Aug. 2004

Audit Committee

The Audit Committee mandate is defined through
an Audit Committee Charter approved by the
main Board of Directors. Members of the
Committee are appointed by the Board of
Directors from among its members. During the
year the Chairperson of the Audit Committee T.C
Moremi, retired. Ms MTL Maine was appointed
new chairperson of the Committee. The
Committee is composed of three non- executive
Directors and one executive Director. The
Committee also has an independent member,
Mr. S Lamdin. The Committee met twice during
the financial year.

The Audit Committee assists the Board in
managing and reviewing its risk management
processes and internal control environment to
ensure that significant risks facing the Corporation
are minimised.

Board Tender Committee

The Board Tender Committee’s mandate is
defined in the Corporation’s Tender Rules and
Regulations. Through strict adherence to the
Tender Rules and Regulations the Committee

ensures that fairness and transparency are
observed in awarding the Corporation’s contracts
and in the disposal of its assets and Investments.
A Management Tender Committee, established
and guided by the same rules and reporting to
the Board Tender Committee is in place and
meets regularly to manage the tender process
and to consider and award tenders within its
mandate.

CODE OF ETHICS

The Corporation has in place a Code of Ethics
that spells out the ethical aspirations of the
Corporation in dealing with the diverse
stakeholders.

Environment

It is the policy of the Corporation to ensure that
all new undertakings are both financially sound
and are in no way compromising environmental
issues. During the year the Corporation did not
engage or invest in projects that were harmful
to the environment. Where necessary
environmental impact studies were undertaken
before deciding to invest in the projects.

Fig 6 New BDC Board Composition and Board Committees Roles
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Corporate Governance Statement
(continued)

Group Internal Audit

The Corporation has in place an effective Group
Internal Audit function that has the respect and
co-operation of both the Board and Management.

The purpose, authority and responsibility of the
internal auditing function are formally defined in
an Internal Audit Charter, approved by the Board,
and which is consistent with the Institute of
Internal Auditors (IIA) definition of internal auditing.
The internal audit plan is based on a continuous

Risk Control Self Assessment methodology that
identifies not only residual or existing risk but also
emerging risks.

The Internal Audit function co-ordinates with other
internal and external providers of assurance
including ISO9001:2000 quality auditors and the
Corporation’s external auditors to ensure proper
coverage and to minimize duplication of effort.
Fig 6 below shows a pictorial representation of
the role played by group Internal audit in the overall
governance of the BDC Group.

Financial Statements

The financial statements, as set out, were prepared
by management in accordance with International
Accounting Standards. The Financial statements
were reviewed and recommended by the Audit
Committee and have been approved by the Board
of Directors for presentation at the Annual General
Meeting of the shareholders where they were
formally adopted. A dividend of P20 Million, as set
out in the financial statements, has been
recommended by the Board to the Annual General
Meeting.

The Directors are responsible for the preparation
and approval and reporting of the financial statements
of the Corporation and consolidated financial
statements of the Group. The external auditors
express an opinion on the fairness of those
statements.

Non-Financial Matters

The Corporation is committed to social, ethical,
safety, health and environment practices, as well
as organizational integrity. To demonstrate this
Management regularly reports to the Board of

Directors on the policies, procedures and systems
in place to ensure, monitor, communicate and verify
its compliance to these practices including where
there has been a departure thereon.

ISO9001:2000
The Board of Directors, Management and Staff of
the Corporation are committed to the implementation
of quality in all the Corporation’s activities. Following
BDC’s accreditation to ISO9001:2000 in the previous
year, during the year the Corporation underwent
two surveillance ISO9001:2000 external audits,
conducted by Bureau Veritas Quality International
(BVQI) and was certified to be still in compliance,
in both cases.

Going Concern Status

The Board of Directors and Management of the
Corporation, and the financial statements herein,
confirm that the Corporation is a going concern.

Stakeholders in Corporate Governance

The Corporation recognises and respects the rights
of stakeholders as established by law and encourages
active co-operation between the Corporation and

Internal Audit,
Systems Review,

Design & Implemantation

Business
Performance

Improvements

Investigations
&

Conformance Value
Add

Consultancy
Services Quality Systems

ISO 9001:2000

Risk &
Control

Assessment

Corporate
Governance
Assurance

Fig 7 Internal Audit Value Add Services



Mr Kenneth Matambo • Managing Director

I  take pleasure in reporting on
the performance of the
Corporation.  It has been
another successful year in
which the Corporation
continued to increase its
profitability.  As is expected
the business environment has
continued to change and grow
in sophistication.  New
entrants into the market have
further intensified competition
for business, calling for even
greater vigilance on the
Corporation’s part.
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Financial year ending 30 June 2004

Performance of the Corporation

The overall performance of the Corporation has
continued to improve.  Profit before tax of P65.548
million was achieved this year as opposed to
P60.337 million in the previous year. This
represent a healthy 8.7% growth in the bottom
line. Turn over has declined mainly as a result of
lower dividend income from our 100%
subsidiaries. Unlike previous years, these
subsidiaries had to retain much of their income

in order to finance developments they are about
to undertake.

Main drivers of revenue continue to be Dividend
Income and Interest Income from loans. Dividend
Income of P59.0 million was less than in the
previous year mainly because , as already
indicated, the 100% subsidiaries did not pay
special dividends in the year under review. Interest
income has remained fairly stable at P32.9 million
(P33.9m  in 2003).
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The target Return on Shareholders Funds, as set
by the Board of directors, of 6% was met with
an actual ROSF of 6.24% being achieved.

The Corporation has now decided to write off
investments for which full provision had been
made in the past and remove them from its books
entirely. These include City Steel Industries (Pty)
Ltd., Haltek (Pty) Ltd., Motor Company of
Botswana (Pty) Ltd., Cisco Spinning and Weaving
(Pty) Ltd., Algo Spinning and Weaving (Pty) Ltd.
and a few other investments.

The Corporation’s net worth is P1 077 million up
from P866 million (restated) in 2003. Total capital
employed is P1 478 million up from P1 188 million
(restated) in the previous year. Equity invested to
total capital employed is in the ratio. 51:1.
Furthermore the gearing ratio is at 47:1 and well
within the requirements of the Corporation’s
Memorandum and Articles of Association.

Towards the end of June 2004, the Corporation
issued two Bonds totaling P200 million.  This was
necessitated by the Corporation no longer relying
on government funding both in terms of equity
injections and loans. The funds raised are to be
used to fund the various projects in the pipeline.

Subsequent to the year ended 2002/03, the

Corporation resolved to pay a dividend to the
shareholder in the amount of P15 million.
Strategic Review

The Strategic Plan adopted in 1998 came to
conclusion at the end of 2003. The Corporation
undertook a new Strategy Planning exercise in
February 2004. The Corporation re affirmed that
it will continue to perform a very important role
in the development of industrial and commercial
development in Botswana by being the primary
agency involved in the establishment of

manufacturing, services and tourism projects. A
new three year Strategy Action Plan was thus
adopted in April 2004 for implementation from
July 2004 to June 2007.

Human  Resources

The staff development and the remuneration
policies constitute the cornerstone of the Corporate
Human Resources Strategy.  In order for the
Corporation to retain its skilled human resource
in our highly competitive labour market, it has to
ensure a holistic approach to its Retention Policy.
This is achieved through a generous Corporate
Training budget, periodic review of staff benefits
and timely review of the remuneration policy.

Loans
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Business Development Department

The focus of the
department for the year
was mainly in new
business development,
portfolio growth and
improving the quality of
the total portfolio on hand,
as well as developing the
new communications
strategy.

The portfolio

The total  BDC exposure as at 30 June 2004, in
value terms was P667,1 million, compared to
P510,1 million  for the same period last year, a
30 percent growth in the overall exposure and
business of the Corporation.   Out of this exposure,
46 percent was held in the property sector, 45
percent in Industry sector, and about 9 percent
in the Agribusiness and Services sector.

A lot of positive restructures were implemented,
with most of the portfolio in the good performing
grades.  Major sectors of  interest to the economy
of Botswana continue to be developed, with an
emphasis on sectors that are aimed at utilising
the rich local raw materials and resources.
Examples are the Lobatse tile and Lobatse Clay
Works, which utilises local clay deposits.

New projects financed during the year included
Bela-bela Quarries, Molapo Safaris,  Infrastructure
Development of Fairground Holdings phase 2
plots, re-development  and upgrading of residential
clusters in the prime areas of Gaborone central,
and Gaborone Village.  In addition, there was

approval of an environmentally friendly plastic
recycling project.

New developments

During the year, the department reviewed and
streamlined its public relations function. The
former Public Relations and Research Division
was renamed Corporate Communications and
Public Relations Division, indicating a forward
emphasis on the intentions of the Corporation to
improve itscommunications, and the desire to
appropriately remain in touch with all stakeholders
of BDC.  In this regard,  this Division is expected
to elevate BDC image, and leverage the
Corporation’s brand, in support of the marketing
strategy.

Aggressive marketing efforts have seen the year
ending with quite a good pipeline on our books,
which, if translated in to actual projects would
see the Corporation’s book experiencing record
growth.  Further research was carried out in the
areas of leather tannery, food-can manufacturing,
and lead recycling, as well as research in the area
of Re-insurance business.

Mrs. Maria M. Nthebolan • General Manager -
Business Development
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Agribusiness and Services Division

The Division had a quiet year, and focused on
restructuring its existing portfolio and marketing.
 Gaborone Hotel (Pty) Ltd, which had been
identified for divestment in the previous year
was sold to SNB Investments (Pty) Ltd, a wholly
citizen owned company.

During the year, Investec Holdings Botswana, a
company in which BDC is a partner divested
from its banking arm; the Investec Bank
Botswana.

Drought continued to depress the agricultural
sector.  Irvine’s Botswana, a chicken hatchery
outfit in Francistown continues to perform very
well.  The ostrich abattoir was formally handed
over to Government.

Hotels and Tourism

Overall performance in this sector was
satisfactory.  Tourism attraction hotels such as
Mowana Safari Lodge and Mashatu continued
to feel the impact of the slow performance within
the industry.

The sector employment stood at 1311.

Services

This sector had seven companies; Metropolitan
Life (Botswana), Export Credit Insurance and
Guarantee Company (BECI), Investec Holdings
Botswana Limited, Trans Union Infromation Trust
Company (ITC), Malutu Enterprises (Pty) Ltd, and
Hea l th  Care  Management  Serv ices .
Employment stood at 290.

The department continued to review its portfolio to
identify projects for divestment in line with the
Corporation’s Divestment Policy.  As such, a number

of properties in our property subsidiaries were advertised
for sale to the public.

Business Development Department
(continued)
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Divestments:

Below are divisionl highlights for the year:

Left: St. Clair Lion Park
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Business Development Department
(continued)

In the year under review, the Division’s main
focus was on new business development,
together with improving the quality of the existing
portfolio.

As at year end the Corporation’s exposure in the
Industry Sector was P298,9 million of which 66
percent was in the construction sector, 30 percent
in the food and beverages sector, and 4 percent
in the textile, furniture and other sub sectors.

Employment increased marginally from 3506 last
year to 3520 direct jobs.

The Corporations’ investment in the Industry

Sector performed marginally well.    Companies
in the construction and furniture sector continued
to be affected by reduced Government
expenditure.    The challenge for most of our
subsidiaries, like Lobatse Tile Limited and Lobatse
Clay Works (Pty) Ltd remains to explore and find
external markets for their products.

Sechaba Brewery Holdings Limited continued to
boost performance of the Corporations’
investments in the food and beverage sector.

The Division continues to explore niche industries
that have potential to contribute to the
diversification of the economy.

Industry Division

Above: Kwena Rocla (Pty) Ltd
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Business Development Department
(continued)

Property Division

The property market continued to stabilise with
few new property developments taking place.
 Low construction and manufacturing activities
indirectly contributed to slow growth in the
property market.More effort was put on improving
the quality of our properties and service delivery
in order to attract new and retain existing clients.

Maintenance of our old properties continued to
be a challenge as we sought to strike a balance
between maintenance costs, quality and revenue
stream.The commercial property portfolio
experienced steady growth relative to residential,
hotels and industrial portfolio. This was due to
increased supply of office and shop space.

To stimulate growth, our property division
embarked on infrastructure development at
Fairground Phase 2. On completion of this
infrastructure development, commercial plots
will be available for sale and development.

In Francistown, a new shopping centre, Galo
Centre which the Corporation partly financed,
was completed and opened.

There were no new investments in the sector
during the Year. However, the Division embarked
on major refurbishment of hotels properties let
to Cresta in Gaborone, Francistown, Selebi-
Phikwe and Maun. The work is expected to be
completed in the next f inancial year.

Due to the high cost of maintaining some of our
old properties in Gaborone, two properties, plots
2989 and 226 were demolished and are being
redeveloped into high-end residential units.

Industrial Portfolio Sector

There were no major developments during the
year under review. Selebi-Phikwe properties
continued to experience the most depressed
property market. Preference of owner occupation
is a major challenge that continues to affect
market rentals of our properties.

Above: A Suntide Property
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Following the Corporate Strategic exercise that
was undertaken at the beginning of 2004, the
corporation decided to rename the division in
order to reflect its revised function. Its primary
role and value offering will be to enable BDC to
optimize its image and citizenship efforts in order
to leverage its brand in support of the Corporations
marketing strategy.

In the year under review the Corporation continued
to maintain its presence in local publications. The
Corporation participated in supplements run in
newspapers and trade magazines. BEDIA, and
embassies abroad continue to be good channels
in circulating the Corporation’s publications such
as BDC’s corporate brochures, newsletters as
well as the corporation’s annual reports.

In positioning the Corporation as the financier of
choice and in support of the Corporation’s
Marketing initiative, the Division facilitated various
advertising and marketing communication
placements. –The Corporation participated in the
“Botswana Focus” programme, which was
produced for Fox 5, a member of Fox TV in New
York City. There was continued presence in
Commonwealth and SADC publications, as well
as support of the Business Development

Department on investment endeavors, particularly
within the SADC region.

The Division continues to facilitate corporate
functions, including the Corporate Luncheons
which seek to bring together all stakeholders,
with an emphasis on current and potential clients.
 The events continued to attract prominent players
within the business sector, and it is hoped that
the lines of communications and interaction are
kept open through these events.  In the year
under review, the Corporation hosted its first ever
Golf Day, which was a huge success with clients.

As a key marketing and communication platform,
the Corporation’s Website, which was revamped
in the year under review, continues to attract
interest at all levels, locally, regionally and
internationally. This is evidenced by the number
of hits and enquiries received via the website.

It will be key in the coming year, for the Division
to aggressively market the Corporation, as it seeks
to develop and introduce new projects to the
market.  The streamlining of the division to focus
solely on communications and corporate affairs
is vital in presenting the Corporation as a high-
end brand.

Corporate Communications and Public Relation Division

Business Development Department
(continued)
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Mr. J.N. Kamyuka • General Manager -
Management Services

Management Services covers the following
functions:

• Financial Accounting
• Management Accounting and
   Corporate Treasury
• Risk Management and Research
• Company Secretariat and Legal
• Information Technology

Management Services Department is responsible
for ensuring that BDC honours its Service-Plus
promise to its customers. To this end, agreed
service standards are in place to address the
Business Development needs for:

• Efficient management of the Corporation’s
   resources ensuring timely funding of all 
   commitments

• Quality IT support, providing up to date 
   customer information and efficient workflow
   solutions
• Timely and accurate portfolio management
   information

• Team-based performance management 
   information

• Sustained risk monitoring of the entire 
   investment portfolio and enterprise-wide 
   risk management

• Accurate and timely research on new and 
 innovative products and markets

• Readily available professional in-house legal
 and company secretar ia l  services

Management Services Department

The department has
operational responsibility
for Management Services
support to the
Corporation. Such
support is directed at
ensuring that the
Corporation delivers the
highest level of customer
service to its clients.
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Management Services Department
(continued)

Risk Management and Research

The Risk Management and Research Division
continued to be pro-active during the year to
ensure that all risks were identified and managed
effectively. Major risks that BDC is exposed to
are credit, market, liquidity and operational risks.
The Division recommended appropriate mitigating
strategies to management and staff where major
risk exposures were identified. During the 2003/4
financial year, the research function was
transferred to the Division. The objective of this
function is, amongst others, to provide research
information to Business Development teams and
Management to enhance the quality of decision
making.

Credit Risk:

Credit risk in BDC arises mainly from the
Corporation’s lending activities. During the
financial year, the Risk and Research Division
focused mainly on monitoring credit risk in the
BDC loan portfolio. Great emphasis was placed
on tracking credit risk symptoms in new proposals
and the existing loan book and ensuring that any
risk symptoms were treated immediately.

The Corporation’s robust Credit and Investment
Policy, which is augmented by a strong credit
culture, continued to support improvement in
the quality of the BDC loan book. The Risk and
Research Division played a key role by monitoring
adherence and relevance of the credit policies
and procedures as the Corporation’s business
environment changed.

Market Risk:

Interest rates were stable during the second half
of the 2003/04 financial year. During the first half
of the financial year, the bank rate was on two
occasions adjusted downwards, and as such the

prime lending rate was reduced to 15.75 percent.
This resulted in very tight margins in the lending
business. The Risk and Research Division closely
monitored trends in interest rates movements
to ensure that the Corporation’s pricing remained
competitive.

The Pula was devalued against the Rand and
major currencies during the financial year. Whilst
th is  a imed to  p romote  Botswana’s
competitiveness, some of our portfolio companies
which transact regularly in foreign currencies
were exposed to currency risks. However, some
currency hedging mechanisms were employed
particularly where large exposures were involved.

Liquidity Risk:

Liquidity risks in BDC could arise as a result of
unexpected expansion in business volumes or
limited access to sources of funding with
appropriate maturity and interest characteristics.
Management continued to proactively manage
the Corporation balance sheet to ensure that
assets and liabilities were properly matched.
Since the Corporation deals mainly in long term
credit and investments, appropriate sources of
funding such as bonds were used whenever a
need for funding aroused. In June 2004, BDC
issued two bonds with an aggregate value of
P200 million.

Operational Risk:

The Corporation continues to be vigilant in
ensuring that its business is run in line with the
set policies, procedures and standards. The
Corporation is committed to the principles of
good governance and enterprise wide risk
management. In this regard, operational risks are
mitigated through strict compliance to policies
and controls, the ISO quality standard and best
practices in the industry.
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Several initiatives were undertaken during the
year to further enhance delivery on the key
objective of supporting the corporation’s business
processes.

During the year, the IT Division started a project
to replace the company’s ageing loans
management system with an up-to-date
application that will not only take advantage of
current and future technology, but will also provide
enhanced functionality to the Finance and

Business Development divisions. A solution using
Microsoft’s SQL and Navision technologies is
being implemented.

The process of upgrading the corporation’s IT
facilities was also started. The first phase, which
included upgrading the network, is complete.
Preliminary work was started on the second
phase to be carried out in the next financial year,
which will include the upgrading of the
corporation’s personal computers and servers.

Management Services Department
(continued)

Information Technology
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Human Resources Division

The Corporation continues to pursue its policy
of human resources management and
development as a strategy to enhance its
competitiveness. This is in keeping with its
commitment to be the “Service – Plus
Investment Corporation”. The acquisition of
knowledge and skills to meet the challenges of
a dynamic business environment is critical in
enabling employees to perform to the best of
their abilities. Therefore, the Corporation’s human
resources interventions are key to ensure the
fulfillment of our Vision “To Be The Leading
Development and Investment Financier”. These
can only be achieved through and by a motivated,
professional and skilled workforce.

During the past year a staff rationalization at the
management level was undertaken to correctly
utilize certain skills in the appropriate areas of
the Organizational structure.

The review of the Corporate Policy and Procedure
Manual with a view to improve staff conditions
of service and the Remuneration policy were
also undertaken and implemented.

Staff Compliment

The Corporation’s staff compliment at the end
of the year was fifty-eight ( 58) compared to fifty-
nine (59) for the same period last year. During
the year, three (3) members of staff left the
Corporation whilst three (3) new members were
recruited.

Training

During the year under review, staff successfully
completed at least twenty-four (24) various short
courses in such diverse fields as marketing,
project management, credit risk, contract law,

the law and practice of guarantees, negotiation
techniques, senior management programmes,
risk management and information technology
leadership just to mention a few. One staff
member also left to pursue a Master of
Commerce in Applied Finance at Adelaide
University, in Australia.

During the same year, two (2) staff members
completed their postgraduate programmes in
Property Management and Risk Management
respectively.

HIV/AIDS

Continuous implementation of the Corporate
HIV/AIDS Programme bore fruits this year. The
Corporation is in a position to assert that multiple
HIV/AIDS education campaigns have been a
more than a one time effort during the year.

The HIV/AIDS/Wellness room continues to be a
successfu l  means of  d isseminat ing
HIV/AIDS/Wellness information in its factual or
“raw” form. Educative posters, relevant videos
and books are available in this special room for
utilization by staff under the guidance of the BDC
Peer Educators. The room is also an excellent
place to provide counseling to staff on issues of
HIV/AIDS. We are confident to say that staff
response has been excellent with respect to
usage of this room, especially that the information
is disseminated in its “raw” form.

Collaboration with other HIV/AIDS organizations
will continue. The Corporation is a subscriber to
Botswana Business Coalition on AIDS (BBCA)
and Botswana Network of AIDS Service
Organisations (BONASO). Our participation in
the Wor ld AIDS Day 2003 Nat ional
Commemoration was a success.
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Directors’ Statement of Responsibility
For the year ended 30 June 2004

The directors are responsible for the maintenance of adequate accounting records and the preparation and
integrity of the financial statements and related information. The external auditors are responsible to report
on the fair presentation of the financial statements. The financial statements have been prepared in
accordance with International Financial Reporting Standards and in the manner required by the Botswana
Companies Act (CAP 42:01).

The directors are also responsible for the Group’s systems of internal financial control. These are designed
to provide reasonable, but not absolute, assurance as to the reliability of the financial statements and to
adequately safeguard, verify and maintain accountability of assets, and to prevent and detect mis-statements
and loss. Nothing has come to the attention of the directors to indicate that any material breakdown in the
functioning of these controls, procedures and systems has occurred during the year under review.

The financial statements have been prepared in the going concern basis, since the directors have every
reason to believe that the Group has adequate resources in place to continue in operation for the forseeable
future.

The financial statements set out on pages 29 to 62 were approved by the board of Directors on 21 October
2004, and are signed on their behalf by:

CHAIRMAN DIRECTOR
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We have audited the accompanying group financial statements of Botswana Development Corporation
Limited as set out on pages 29 to 62 for the year ended 30 June 2004. These financial statements are
the responsibility of the group’s directors. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with the Botswana Companies Act (CAP 42:01) and International
Standards on Auditing. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes,
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statements presentation. We have examined
the books, accounts and vouchers of the company and its subsidiaries to the extent we considered
necessary and have obtained all the information and explanations which we required. We have satisfied
ourselves as to the existence of the securities. We believe that our audit provides a reasonable basis
for our opinion.

In our opinion:

• The company and the group have kept proper books of accounts with which the financial statements
    are in agreement, and

• The financial statements give a true and fair view of the state of the affairs of the company and the
    group at 30 June 2004 and the results of their operations, changes in equity and cash flows for the
    year then ended in conformity with International Financial Reporting Standards and in the manner
    required by the Botswana Companies Act (CAP 42:01).

21 October 2004
Gaborone Certified Public Accountants

Report of the Independent Auditors to the members
of Botswana Development Corporation Limited



28

The directors have pleasure in submitting their annual report to the shareholders together with the audited
financial statements for the year ended 30 June 2004 in accordance with the requirements of the Companies
Act (CAP 42:01).

FINANCIAL RESULTS

1. The financial results for the company and the group are set out on pages 29 to 62

2. A dividend of P15m was declared during the year in respect of the ordinary shares.

DIRECTORS

3. The following were directors of the company during the year under review:

M Chiepe P L Steenkamp (resigned 23 March 2004
D Inger E K Mwila
I K Kandjii S E Ndzinge
O K Matambo - Managing S S G Tumelo - Chairman
M T L Maine T C Moremi (resigned 4 December 2003

AUTHORISED SHARE CAPITAL

4. The authorised share capital of the company is P250 000 000 divided into 246 000 000
ordinary shares of P1 each and 4 000 000 cumulative redeemable non-voting
preference shares of P1 each.

ISSUED SHARE CAPITAL

5. The issued share capital is as follows:

Ordinary shares P 238 199 000 being 238 199 000 ordinary shares of P1 each
Share premium P 297 000 000

INVESTMENTS

6. During the year the company invested further equity into the following wholly owned subsidiaries:

a) Western Industrial Estates - P3 951 798
b) Residential Holdings (Pty) Ltd, - P3 038 258
c) Lobatse Tile (Pty) Ltd - P5 946 482

DISINVESTMENTS

7. The company divested as follows:

a) Preference Shares in Northern Textiles Mills Botswana (Pty) Ltd for P260 000.
b) Ordinary Shares in Hortulus (Pty) Ltd for P73 765.
c) Ordinary Shares in Diplomatic Services (Pty) Ltd for P1 127 500.

DIRECTORS' FEES AND EXPENSES

8. It is recommended that directors' fees and expenses of P29 788 and directors' emoluments of P561 646
for the year to 30 June 2004 be ratified.

By Order of the Board

G V Garekwe
Group Company Secretary

Directors' Report
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INCOME STATEMENT
For the year ended 30 June 2004



30

BALANCE SHEET
At 30 June 2004

Restated Restated
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CASH FLOW STATEMENTS
for the year ended 30 June 2004
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The principal accounting policies adopted in the preparation of these consolidated financial statements are set
out below:

A. Basis of preparation

The consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards and the Botswana Companies Act Cap 42:01. The consolidated financial statements have been
prepared under the historical cost convention as modified by the revaluation of available-for-sale investment
securities.

The preparation of financial statements in conformity with International Financial Reporting Standards requires
the use of estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure
of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues
and expenses during the reporting period. Although these estimates are based on management’s best
knowledge of current event and actions, actual results ultimately may differ from those estimates.

The following are the more important accounting policies used by the group which are consistent with those
of the previous year.

B. Group accounting

Subsidiaries

Subsidiaries, which are those entities in which the group has an interest of more than one half of the voting
rights or otherwise has power to govern the financial and operating policies are consolidated. The existence
and effect of potential voting rights that are presently exercisable or presently convertible are considered when
assessing whether the group controls another entity. Subsidiaries are consolidated from the date on which
control is transferred to the group and are no longer consolidated from the date that control ceases. The
purchase method of accounting is used to account for the acquisition of subsidiaries. The cost of an acquisition
is measured as the fair value of the assets given up, shares issued or liabilities undertaken at the date of
acquisition plus costs directly attributable to the acquisition. The excess of the cost of acquisition over the
fair value of the net assets of the subsidiary acquired is recorded as goodwill. Inter company transactions,
balances and unrealised gains on transactions between group companies are eliminated; unrealised losses
are also eliminated unless cost cannot be recovered. Where necessary, accounting policies of subsidiaries
have been changed to ensure consistency with the pol ic ies adopted by the group.

Associates
Investments in associates are accounted for by the equity method of accounting. Under this method the
company’s share of the post-acquisition profits or losses of associates is recognised in the income statement
and its share of post-acquisition movements in reserves is recognised in reserves. The cumulative post-
acquisition movements are adjusted against the cost of the investment. Associates are entities over which
the group generally has between 20% and 50% of the voting rights, or over which the group has significant
influence, but which it does not control. Unrealised gains on transactions between the group and its associates
are eliminated to the extent of the group’s interest in the associates; unrealised losses are also eliminated
unless the transaction provides evidence of an impairment of the asset transferred. The group’s investment
in associates includes goodwill (net of accumulated amortisation) on acquisition. When the group’s share of
losses in an associate equals or exceeds its interest in the associate, the group does not to recognise further
losses, unless the group has incurred obligations or made payments on behalf of the associates.

Good ill
Goodwill represents the excess of the cost of an acquisition over the fair value of the group’s share of the
net assets of the acquired subsidiary at the date of acquisition. Such goodwill is recognised as an asset and
amortised using the straight-line method over a period not exceeding five years. Management determines the
estimated useful life of goodwill based on its evaluation of the respective companies at the time of the
acquisition, considering factors such as existing market share, potential growth and other factors inherent in

ACCOUNTING POLICIES
for the year ended 30 June 2004
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ACCOUNTING POLICIES (continued)

For the year ended 30 June 2004

B. Group accounting continued

the acquired companies. At each balance sheet date the group assesses whether there is any indication of
impairment. If such indications exist an analysis is performed to assess whether the carrying amount of goodwill
is fully recoverable. A write down is made if the carrying amount exceeds the recoverable amount.

Excess of the group’s interest in the fair values of the identifiable assets and liabilities acquired over the cost
of acquisition is recognised as negative goodwill. Negative goodwill is recognised in the income statement
when the future losses and expenses identified at the time of the acquisition are recognised.

C. Property, plant and equipment
Property, plant and equipment are included at historical cost less depreciation. Cost includes all costs directly
attributable to bringing the assets to working conditions for their intended use.

Depreciation is calculated on the straight-line method to write off the cost of each asset to their residual values
over their estimated useful lives as follows:

Buildings 25 - 50 years
Plant and machinery 14 - 25 years
Furniture and equipment 4 - 10 years
Computer equipment 3 - 5 years
Motor vehicles 3 - 5 years

Land is not depreciated as it is deemed to have an infinitive life.

Where the carrying amount of an asset is greater than its estimated recoverable amount, it is written down
immediately to its recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with carrying amount and are included
in operating profit. When revalued assets are sold, the amounts included in fair value and other reserves are
transferred to retained earnings.

Interest costs on borrowings to finance the construction of property, plant and equipment are capitalised,
during the period of time that is required to complete and prepare the asset for its intended use. Other borrowing
costs are expensed.

Repairs and maintenance are charged to the income statement during the financial period in which they are
incurred. The cost of major renovations is included in the carrying amount of the asset when it is probable that
future economic benefits in excess of the originally assessed standard of performance of the existing asset
will flow to the Group. Major renovations are depreciated over the remaining useful life of the related asset.

D. Development costs
Generally, costs associated with developing or maintaining computer software programmes are recognised
as an expense when incurred. However, costs that are directly associated with identifiable and unique software
products controlled by the group and have probable economic benefit exceeding the cost beyond one year,
are recognised as intangible assets. Direct costs comprise mainly staff costs of the software development
team.

Expenditure which enhances or extends the performance of computer software programmes beyond their
original specifications is recognised as a capital improvement and added to the original cost of the software.
Computer software development costs recognised as assets are amortised using the straight –line method
over their useful lives, not exceeding a period of 5 years.

E. Investment properties
Investment properties, principally comprising industrial, commercial and residential buildings, are held for long-
term rental yields and are not occupied by the group. Investment properties are treated as long-term investments
and are carried at cost less accumulated depreciation as allowed under International Accounting Standard 40:
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E. Investment properties (continued)

Investment property.
Depreciation is calculated on the straight-line method to write off the cost of investment properties to their
residual values over their estimated useful lives of 25 to 50 years.

F. Impairment of long lived assets

Property, plant and equipment and other non-current assets, including goodwill and intangible assets are
reviewed for impairment losses whenever events or changes in circumstances indicate that the carrying
amount may not be recoverable. An impairment loss is recognised for the amount by which the carrying
amount of the asset exceeds its recoverable amount which is the higher of an asset’s net selling price and
value in use. For the purposes of assessing impairment, assets are grouped at the lowest level for which there
are separately identifiable cash flows.

G. Investments

The group classifies its investments in debt and equity securities into the following categories: trading, held-
to-maturity and available-for-sale. The classification is dependent on the purpose for which the investments
were acquired. Management determines the classification of its investments at the time of the purchase and
re-evaluates such designation on a regular basis.

rading
Investments that are acquired principally for the purpose of generating a profit from short-term fluctuations
in price are classified as trading investments and included in current assets; for the purpose of these financial
statements short term is defined as 3 months.

Held to maturity
Investments with a fixed maturity that management has the intent and ability to hold to maturity are classified
as held-to-maturity and are included in non-current assets, except for maturities within 12 months from the
balance sheet date which are classified as current assets.

Available for sale
Investments intended to be held for an indefinite period of time, which may be sold in response to needs for
liquidity or changes in interest rates, are classified as available-for-sale; and are included in non-current assets
unless management has the express intention of holding the investment for less than 12 months from the
balance sheet date or unless they will need to be sold to raise operating capital, in which case they are included
in current assets.

Available-for-sale investments also include real estate development. Real estate development is stated at cost.
Cost includes all direct costs which includes certain overheads. The surplus on revaluation of the property is
taken to a revaluation reserve and is being released to income statement on sale of properties. Payments that
have been received from the customers prior to transfer of the title to the properties are treated as advance
payments. The cost of development and advance payments are set off against each other in the financial
statements.

Purchases and sales of investments are recognised on the trade date, which is the date that the group commits
to purchase or sell the asset. Cost of purchase includes transaction costs. Trading and available-for-sale
investments are subsequently carried at fair value. Held-to-maturity investments are carried at amortised cost
using the effective yield method. Realised and unrealised gains and losses arising from changes in the fair
value of trading investments are included in the income statement in the period in which they arise. Unrealised
gain and losses arising from changes in the fair value of securities classified as available-for-sale are recognised
in equity. The fair value of investments are based on quoted bid prices or amounts derived from cash flow
models. Fair values for unlisted equity securities are estimated using applicable price/earnings or price/cash
flow ratios refined to reflect the specific circumstances of the issuer. Equity securities for which fair values
cannot be measured reliably are recognised at cost less impairment. When securities classified as available-
for-sale are sold or impaired, the accumulated fair value adjustments are included in the income statement
as gains and losses from investment securities.
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H. Inventories

Inventories are stated at the lower of cost or net realisable value. Cost is determined using the first-in first-
out (FIFO) method. The cost of finished goods and work in progress comprises raw materials, direct labour,
other direct costs and related production overheads (based on normal operating capacity) but excludes borrowing
costs. Net realisable value is the estimated selling price in the ordinary course of business, less the costs of
completion and selling expenses. Provision is made for obsolete, slow- moving and defective inventory.

I. Trade receivables

Trade receivables are carried at original invoice amount less an estimate made for doubtful receivables based
on a review of all outstanding amounts at year end. Bad debts are written off when identified.

J. Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the purposes of the cash flow statement,
cash and cash equivalents comprise cash on hand, deposits held at call with banks, other short highly liquid
investments with original maturities of three months and bank overdrafts.  Bank overdrafts are included within
borrowings in current liabilities on the balance sheet.

K. Share capital

Ordinary shares and non-redeemable preferred shares with discretionary dividends are classified as equity.

Incremental external costs directly attributable to the issue of new shares, other than in connection with
business combination, are shown in equity as a deduction, net of tax, from the proceeds. Share issue costs
incurred directly in connection with a business combination are included in the cost of acquisition.

Where the company or its subsidiaries purchases the company’s equity share capital, the consideration paid
including any attributable incremental external costs net of income taxes is deducted from total shareholders’
equity as treasury shares until they are cancelled. Where such shares are subsequently sold or reissued, any
consideration received is included in shareholders’ equity.

L. Government grants

Non-refundable grants received from the Government of Botswana for construction of properties are included
in non-current liabilities and are amortised on the same method for charging depreciation on the properties.

M. Borrowings

Borrowings are recognised initially at the proceeds received, net of transaction costs incurred. Borrowings
are subsequently stated at amortised cost using the effective yield method; any difference between proceeds
(net of transaction costs) and the redemption value is recognised in the income statement over the period of
the borrowings.

Preferred shares, which are redeemable on a specific date or at the option of the shareholder or which carry
non-discretionary dividend obligations, are classified as long-term liabilities. The dividends on these preferred
shares are recognised in the income statement as interest expense.

N. Leases

Leases of property, plant and equipment where the group has substantially all the risks and rewards of
ownership are classified as finance leases. Finance leases are capitalised at the inception of the lease at the
lower of the fair value of the leased property or the present value of the minimum lease payments. Each lease
payment is allocated between the liability and finance charges so as to achieve a constant rate on the finance
balance outstanding. The corresponding rental obligations, net of finance charges, are included in other long-
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N. Leases (continued)

term payables. The interest element of the finance cost is charged to the income statement over the lease
period so as to produce a constant periodic rate of interest on the remaining balance of the liability for each
period. The property, plant and equipment acquired under finance leases is depreciated over the shorter ofthe
useful life of the asset or the lease term.

Leases where a significant portion of the risks and rewards of ownership are retained by the lessor are
classified as operating leases. Payments made under operating leases (net of any incentives received from
the lessor) are charged to the income statement on a straight-line basis over the period of the lease.

O. Deferred income taxes

Deferred income tax is provided in full, using the liability method, on temporary differences arising between
the tax bases of assets and liabilities and their carrying amounts in the financial statements. Currently enacted
tax rates are used in the determination of deferred income tax.

Deferred tax assets are recognised to the extent that it is probable that future taxable profit will be available
against which the temporary differences can be utilised.
Deferred income tax is provided on temporary differences arising on depreciation on property, plant and
equipment, investment properties and government grants, except where the timing of the reversal of the
temporary difference can be controlled and it is probable that the temporary difference will not reverse in the
foreseeable future.

P. Taxation

Taxation is provided at current rates on the taxable income for the year after taking account of income and
expenditure which is not subject to taxation and the tax effects of charges and credits, including depreciation,
attributable to periods other than the current year.

Q. Provisions

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

The group recognises a provision for onerous contracts when the expected benefits to be derived from a
contract are less than the unavoidable costs of meeting the obligations under the contract.

Restructuring provisions comprise lease termination penalties and employee termination payments, and are
recognised in the period in which the group becomes legally or constructively committed to payment. Costs
related to the ongoing activities of the group are not provided in advance.

Provision is made for the estimated value of future claims and related costs arising from premiums earned,
using the best information available at the time. The provision includes reported claims not yet paid as well
as estimated claims incurred but not yet reported.

R. Foreign currencies

Foreign currency transactions are accounted for at the exchange rates prevailing at the date of the transactions;
gains and losses resulting from the settlement of such transactions and from the translation of monetary
assets and liabilities denominated in foreign currencies, are recognised in the income statement. Such balances
are translated at year–end rates.
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R. Foreign currencies (continued)

In the case of foreign loans, exchange gains or losses arising on repayment are covered by agreements for
partial protection entered into with the Government of Botswana. Such loans are translated to Botswana Pula
at the rates of exchange ruling at the end of the financial year and the amount of exchange losses or gains
which would be borne by or accrue to the Government in terms of these agreements, if these loans were to
be repaid at these rates of exchange, is adjusted in arriving at the amount which these loans are stated in the
balance sheet.

S. Financial instruments

Fair value of a financial instrument is defined as the amount at which the instrument could be exchanged in
a current transaction between willing parties, other than a forced sale. Investment in financial assets are initially
recognised at cost. Subsequently, financial assets are remeasured at fair value, except for held to maturity
investments such as debt and loans which are carried at amortised cost. Financial liabilities are recognised
at the original debt less principal repayments and amortisation.

Disclosure about financial instruments as to their fair value are provided in note 36.

T. Employee benefits

Pension obligations
Group companies have various defined contribution pension schemes. The schemes are generally funded
through payments to insurance companies or trustee-administered funds. A defined contribution plan is a
pension plan under which the group pays fixed regular contributions into a separate entity (a fund) and will
have no legal or constructive obligations to pay further contributions if the fund does not hold sufficient assets
to pay all employees benefits relating to employee service in the current and prior periods. The regular
contributions constitute net periodic costs for the year in which they are due and as such are included in staff
costs.

Severance pay and gratuity
Citizen employees are entitled to statutory severance benefits and gratuities at end of every five years. Non-
citizen employees receive gratuities at end of every two-year contract. Provision is made in respect of these
benefits on an annual basis and included in operating results.

U. Revenue recognition

Dividends and other income are accounted for when the group’s right to receive payment is established.

Interest income on loan investments is recognised on an effective yield basis. Interest on short term investments
is recognised on an accrual basis.

Rental income from investment properties is recognised once a lease agreement has been signed and is
recorded on an accrual basis.

Sales are recognised upon delivery of products and customer acceptance or on the performance of service.

Premium income is recognised in the period in which the related risk is notified to the group. A provision for
unearned premiums, which represents the estimated portion of net premiums written relating to unearned
risks, is made at end of the financial year.

Salvage income is recognised as and when realised.

V. Dividends

Dividends are recorded in the group’s financial statements in the period in which they are approved by the
group’s shareholders.
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1. REVENUE    Group Company

2004 2003 2004 2003
P 000 P 000 P 000 P 000

Income from trade 184,821 201,121 - -
Interest on loans:
- Subsidiaries - - 20,080 17,002
- Associated companies 2,399 6,228 2,399 6,228
- Unquoted investments 10,468 10,647 10,468 10,647
Dividends received:
- Subsidiaries - - 14,397 28,318
- Associated companies - - 5,243 6,618
- Unquoted investments 39,423 63,345 39,423 63,345

237,111 281,341 92,010 132,158

2. OT ER OPERATING INCOME

Cost recoveries 1,989 2,738 1,989 2,738
Profit on sale of investments 128 - 136 -
Directors fees received 153 183 153 183
Loan negotiating fees 66 86 66 86
Work out management fees 7,593 3,371 7,593 3,371
Work out bad debts recovered 4512 - 4512 -
Sundry revenue 4066 5,114 517 648

18,507 11,492 14,966 7,026

3. OPERATING PROFIT

The following items have been charged/(credited) in ariving at operating
profit in addition to the amounts already disclosed in notes 1 and 2 above:

Amortisation of Government grant (note 27) 777 (777) - -
Auditors' remuneration
- current year 705 772 - 120
- prior year underprovision 28 -  28 -
Depreciation
-Investment properties (note 7) 7,430 5,477 - -
-Property, plant and equipment (note 8) 20,804 26,253 1,239 1,436
Directors' fees 34 30 34 30
Directors' emoluments 561 311 561 311
Provision for losses - net
-Investments (note 12) 261,959 20,041 262,405 33,424
(Profit)/loss on disposal of plant and equipment 483 441 7 -
Impairment of plant and equipment (note 8) 4,379 10,190 - -
Work out bad debts written off 3,125 - 3,125 -
Transfer to claims equalisation reserve (note 28) 70 76 - -
De-recognition of financial liability(refer below) 963 (2,986) - -
Repairs and maintenance 4,432 5,243 18 13
Cost recoveries 6,109 (4,301) 8,097 (4,301)
Operating lease rentals 1,575 2,229 - -
Reduction in value of loan given to subsidiary
at below market rate (note 9) - - 89,500 -
Reduction in value of loan received at below market rate - - 89,500 -
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3. OPERATING PROFIT continued
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NOTES TO THE FINANCIAL  STATEMENTS (continued)
30 une 2004

Nil
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30 June 2004

9. SUBSIDIARIES continued
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NOTES TO THE FINANCIAL STATEMENTS (continued)
30 June 2004

10. ASSOCIATED COMPANIES PARTNERS IPS continued
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comprised

343,503
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NOTES TO THE FINANCIAL STATEMENTS (continued)

30 June 2004

23

The company holds 34,044,315 (2003: 34,044,315) and 287,187 (2003: 287,187) ordinary shares in Sechaba
Breweries Holdings Ltd and PPC South Africa Ltd., respectively.

Although the company owns 25% (2003: 25%) of Sechaba Breweries Holdings Ltd’s issued capital, the equity
method of accounting is not followed as the company does not exercise significant influence over Sechaba
Breweries Holdings Ltd's financial and operating policies.

14. DUE FROM GROUP COMPANIES

This comprises amounts due from group companies as a result of the companies having claimed, under provisions
of the Fourth Schedule of the Income Tax Act, to offset their assessable income against the assessable losses
of the company.
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