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Our Integrated Report

Our integrated report presents

how Sefalana Group creates value
for providers of capital. We aim to
provide a holistic view of the various
elements of our activities that enables
us to do so. Each year we enhance
and improve disclosures in line with
best practice worldwide. This year
we have benchmarked ourselves not
only against King lll and King IV, but
also in terms of the UK Governance
frameworks.

Our People

Our competitive advantage lies within our people
who deliver our strategy and maintain strong
relationships with our customers, suppliers and
stakeholders.
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Annual Financial Statements

INTEGRITY ACCOUNTABILITY| TRANSPARENCY EXCELLENCE

COMMITMENT INNOVATION
o 0@”

Our values underpin our vision to be the leading
brand of choice for customers, employees and
capital as articulated in our Group Strategy.

RESPONSIBILITY
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Learn more about our values (page 64)

South Africa

Our Thinking

A brand you can

of being
edornme

N

45 years of serving the Nation, your trustin the
Sefalana sarona brand puts us in good standing
everywhere we do business. It’s all about the
trust you have invested in us.
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Sefalana’s
Integrated Report

The lIRC’s Framework’s objectives can be summarised as follows:

Objectives Sefalana’s response

So why is this so important?

Our Integrated Report

The International Integrated Reporting Council (IIRC) is a global coalition
of regulators, investors, companies, standard setters, the accounting
profession and Non - Governmental Organisations (NGOSs). The coalition
is promoting communication about value creation as the next step in the evolution
of corporate reporting. Its vision is to align capital allocation and corporate
behaviour to wider goals of financial stability and sustainable development through
the cycle of integrated reporting and thinking.

What should an Integrated Report achieve?

An Integrated Report should be a concise communication about
how an organisation strategy, governance, performance and
prospects, in the context of its external environment, lead to the
creation of value over the short, medium and long term. We believe
that our report enables our shareholders and potential investors to
gain an appreciation for exactly this, as we embrace best practice
each year, enhancing the manner in which we report.

We are proud to be one of the
first companies in Botswana
to adopt significant aspects

of this Framework, despite
this not being a requirement
under the current rules of the
Botswana Stock Exchange.

The International Integrated
Reporting Council (IIRC)’s
Breakthrough Phase (2014-
2017) is the move from the
creation of the International
Framework and market
testing to development and
early adoption by reporting
organisations around the world.
The lIRC's objective for this
phase is to achieve a meaningful
shift towards early adoption of
the International Framework.

Companies around the world
are being encouraged to
embrace this way of thinking
and reporting. We have noted
a select number of companies
which are listed on the
Johannesburg Stock Exchange
(JSE) and have a presencein
Botswana, have moved towards
this style of reporting as a result
of their requirements under the
JSErules.

To improve the quality of information available
to providers of financial capital to enable a more
efficient and productive allocation of capital

To promote a more cohesive and efficient
approach to corporate reporting that draws on
different reporting strands and communicates
the full range of factors that materially affect the
ability of the organisation to create value over
time

Toenhanceaccountabilityandstewardshipforthe
broad base of capitals (financial, manufactured,
intellectual, human, social and relationship, and
natural) and promote understanding of their
interdependencies

Each year we enhance the level of reporting in our Integrated
Annual Report through additional disclosure notes and
with cognisance to latest trends in worldwide Corporate
Governance. This year we added the Combined Code (UK
Corporate Governance Code) as one of our benchmarks
together with King llland IV against which we measure ourselves
as detailed in the Corporate Governance Report.

Material matters to the Group are detailed later in this section of
the report. Refer also to the Group Managing Director’s report
and the Group Finance Director’s report which captures the
material aspects of our business and highlights the key risks
and factors affecting our ability to generate returns for our
Shareholders.

This is entrenched in the way we do business. This
is demonstrated in our business model on page 7.
Interdependencies of the various forms of capital areillustrated
on page 6.

To support integrated thinking, decision - making
and actions that focus on the creation of value
over the short, medium and long term

To explain to Shareholders how an organisation
creates value over time

The Group has regular Strategy workshops to ensure the
overall objectives of the Group are identified and articulated.
All relevant stakeholders are considered and decisions are
made accordingly. Shareholder value is therefore maximised
in line with this overall strategy as it is inherent in the way we
do business. Refer to the Group Finance Director’s report for
further analysis.

Formal detailed presentations are made to Shareholders
every six months to provide an update on how the business
is performing and to give an insight into the Group’s plans
for growth. Value creation is demonstrated both in terms of
profitability but also in terms of capital growth in share price.

On two occasions in the last six years we have carried out
a Rights Issue program whereby a Circular was issued to
Shareholders explaining our vision and plans for the Group. In
both instances the Rights Issue shares were over subscribed
demonstrating the effectiveness of our communication to
Shareholders regarding value creation.
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Our Business Model

Our business model is designed to enable the Group to achieve its objectives through
recognising the various Material matters and also recognising the interdependencies of
the various forms of capital

Forms of Capital

The IIRC discuses various forms of capital that together represent
stores of value that are the basis of an organisation’s value
creation. Reporting on multiple capitals is a relatively new and

evolving field. Sefalana embraces this way of reporting.

The inter-relationship between various forms of capital

Risk &
Performance . C
reporting Business Model opportunities
evaluation

Stakeholders

Government
spending

Consumer
spending

Intellectual

%
stakeholders
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The inter dependencies and relationship
between each form of capital are complex
and constantly evolving.

The connectivity of each element relevant to the creation
of value is expanded upon inherently in the Group Managing
Director’s and Group Finance Director’s Reports.

Strategy formulation and execution

Values Charter

Regular and effective use of information to support decision - making

development
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Material Matters

The IIRC makes reference to the need to highlight in the Integrated Report,
the matters that are considered to be “Material”. These are referred to as
matters that substantially affect the Organisation’s ability to create value

over a short, medium and long term.

The following matters are considered Material to the Group in this regard

and have been extracted from the Group’s Risk Register which is used on

an on-going basis by Internal Audit, which reports on a quarterly basis to
the Audit and Risk Committee:

0 Material Matter: Government spending

Our manufacturing businesses rely significantly on
Government tenders and levels of spend in relation to
the Tsabana and Malutu feeding schemes along with the
Children’s UHT milk program.

These contracts usually run for no more than a 24-month
period and therefore the sustainability of these
manufacturing entities in our Group are largely dependent
on successfully winning these orders at each tender date.

Risk mitigation

We continually obtain tender invitations and ensure we submit
for all tenders we believe we are capable of servicing. Being
aware of tenders issued is critical for these entities in our Group.

We have a strong track record for ensuring that where we have
been awarded tenders, all quantities are delivered on time and
that quality is not compromised.

Raw materials are procured from reliable suppliers at the best
possible prices thereby ensuring we are best placed to secure
and deliver to any orders placed with us with little notice.

Material Matter: Consumer spending and confidence

Customer spending and confidence is directly impacted
upon by the level of employment and general economic
sentiment.

During difficult times, this then results in increased
pressure on margins as customers look for the best prices
in the market.

Material Matter: Foreign exchange fluctuations

The purchase of products from South Africa is a significant
proportion of the Group’s procurement spend. The
volatility of the Rand over the last 12 months has increased
our exposure to pricing. Our grain procurement is linked to
movements is the USD. Our rental stream in Zambia is also
based on an underlying USD value. Our overall investment
in foreign denominated businesses are retranslated at
each reporting date.

Material Matter: Changing commodity prices

The manufacturing businesses procure significant
volumes of sorghum, soya and maize. These commodity

prices can double or halve in any given financial year and
this is largely driven by worldwide supply and demand.

The market is increasingly becoming price sensitive and
therefore we need to ensure we are competitive wherever
possible.

Efficient and effective procurement from suppliers helps us
pass on discounts to customers.

Inceasing basket size and offering a one - stop - shop helps
retain market share in difficult economic conditions.

Forward contracts are entered into where deemed to be
appropriate and spot purchases of currency are carried
out where a known cash outflow in a foreign currency is
anticipated. A Group treasury function monitors foreign
exchange movements on a daily basis and ensures appropriate
transactions are entered into accordingly.

Forward contracts are entered into where deemed to be
appropriate and spot purchases of grain is carried out when
prices appear to be at a low point. This helps us maintain
manufacturing margins.

Sefalana Group
Integrated Report 2019

e Material Matter: Succession planning

The Management team ensures that the objectives of

the Group are achieved and that the success of the
organisation is not reliant on one or a few key members of
the organisation.
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Risk mitigation

Recruitment of understudies is carried out for all significant
positions and adequate training and mentoring is ensured on an
on - going basis.

Material Matter: Recruitment and retention of key personnel

Our people make our Group what it is. The culture that it
fosters drives performance and to ensure this is in place the
workforce needs to be motivated and aligned to the Group
strategy.

Material Matter: Effective capital structure

In order to support the Group’s plans for expansion,
sufficient capital is required to ensure the net return to
Shareholders is in line with their expectations.

Material Matter: IT infrastructure

In a constantly evolving world, the use of technology is
essential to provide an organisation with the speed and
efficiency for success. IT can enable an organisation to offer
innovative new products and services to its customer base.

The Group strategy is communicated throughout the

organisation through workshops and seminars.

High calibre staff are actively recruited from universities and
other institutions. These are deemed to be the leaders of the
future and therefore attractive remuneration and retention
policies are in place to reward exceptional performance.

Careful consideration is given to the issue of equity vs debtand a
target capital ratio range is maintained at all times.

Computer software and hardware is updated on an ongoing
basis.

The latest internet connections are installed in our stores to
ensure data is captured quickly and accurately.

Cash withdrawal offering was introduced this year to all FNB
card holders

Material Matter: Brand health and development (not a form of capital)

We have built up our brand over 45 years and it is critical

that we leverage off this brand value to maximise returns.

Our rebranding program commenced in 2015 and has been
rolled out throughout the Group. We have received very positive
feedback on this area and this has helped consolidate and
strengthen our Botswana brand.

Our Integrated Report



Despite difficult trading conditions

we have once again achieved our best
ever set of financial results. We have
managed to do this through making
good strategic and investment decisions
which has allowed us to differentiate
our portfolio of businesses.

| Years,

of being

Awedome.

Overview



Sefalana sa Botswana
was formed to purchase
the Botswana operations

1974

1975

Sefalana Botswana
became the 1st publicly
listed company in

1989

The management and
administration functions
were transferred to
Botswana from South Africa

Merged the Group’s wholesale
operations with the Botswana
operations of Metro; formed Metro
Sefalana Cash & Carry Limited
(Metsef), the formation being a
predecessor to today’s Sefalana
Cash&Carry

1994

of Bechmalt Holdings,

comprising 6 wholesale Sefa | ana Botswana
stores and a maize mill. Sefalana Holding Company Liniced

Acquired 55% of MF Holdings and

acquired HJ Heinz Botswana, later

renamed KSI Holdings. Acquired Investment
2006 an additional 40% of Metsef equity 20 09 in propertyin
’ J & cantr Zambia

and gained control of the entity,
renaming it Sefalana Cash & Carry
Limited (Sefcash)

2010

Launched “Shoppers”
supermarket chain. Acquired
the remaining Sefcash shares
and delisted Sefcash from the

Botswana Stock Exchange

Continued expansion of
our Shoppers chain to 16
operational stores. Acquired
an additional 15% stake in MF
Holdings

2013

COMMERCIAL MOTORS (PTY) LTD
YOUR MAN, HONDA & TATA DEALER

1975

1989

1994

2006 2009

2014

2015 2016 2017

Opened our first store

Aquisition of 12

2015

Refreshed and
consolidated our
brand

8/Sefalana

Expanded our A - Star house
brand range of products

2016

Astar

2 0 1 3 outside Botswanain 2 01 4 Metro stores across
Namibia Namibia
Acquired largest ® Sefalana Launched

201 6 Cash&Carryin 201 6 Botswana’s first
Maseru, Lesotho Lesotho FMCG online

shopping site

2016

Launched “Sefalana
rewards” loyalty
programme

Acquired the remaining 30% minority
shareholding in MF Holdings and
additional 40% in Natural Value Foods
Botswana (subsequently renamed
Sefalana Fresh Produce (Pty) Limited)

2017

S

Sefalana Fresh Produce

& ASefalana Group Company

Entered the South
African market via
apreference share
investmentintoan
FMCG consortium

2017

2018

Consolidated our investments,
improved efficiencies and
extracted greater value from
existing assets

Sefalana

Overview

Timeline

Since 2015, our cautious expansion into the Region
has allowed the Group to diversify its profits and yield
enhanced earnings for our shareholders
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Sefalana has grown into a trusted household name in Botswana through
establishing itself as one of the country’s leading businesses in the Fast-
Moving Consumer Goods (FMCQG) sector.

Sefalana embarked on this journey in 1974 through the
takeover of Bechmalt Holdings (Pty) Limited which consisted
of 6 wholesale stores and a maize mill. Through developing its
operations, expanding into new territories and diversifying its
business over the last 45 years, Sefalana has created a name for
itself.

A year after establishment, Sefalana took the bold move of
being the first company to list its shares on the Botswana
Stock Exchange. To this day we are proud to be the only listed
company without a controlling shareholder. This has enabled us
to preserve our status as a truly Botswana company, made for
the people of Botswana, by the people of Botswana.

Our headquarters are located in Gaborone, Botswana and
our primary focus is on the core FMCG business. The Group
however, remains well diversified, with a strong, reliable
presence in manufacturing of nutritious cereal meals, UHT milk
and soaps and detergents.

Our Group also has a significant property portfolio across the
Region along with 3 motor dealerships (MAN, TATA and Honda).

This diversification has facilitated significant growth in our
business and has allowed Sefalana to accomplish the following
significant milestones:

Growth from just 6 stores in one country to a total of 73
stores across 3 countries;

Employment of over 3 400 individuals from a mere 233 in
1974;

Making Sefalana an employer of choice in each territory that
it has a significant presence; and

Extension of manufacturing operations to include a wide
range of products as we pride ourselves on feeding our
Nation.

Please refer to our timeline section for a summary of the main
milestones achieved over the years.

Sefalana sarona - Your basket of opportunities.
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Kompone ya Sefalana e godile go nna e e tshephegang ka go itshetlela go
nna kompone ya maemo a ntlha mo lekalaneng la tsa dijo mo Botswana.

Sefalana e simolotse loeto ya lone ka ngwaga wa 1974 ka theko
ya madirelo amo gae a kompone ya Bechmalt Holdings (Pty)
Limited e eneng ena le makalana ale marataro (6), le madirelo
a tshilo ya mmidi. Ka go tlhabolola madirelo, le go anama le
mafatshe, le go kabakanya ga kgwebo mo dingwageng tse di
masome a mane le botlhano (45years), Sefalana o itiretse leina
ka bo yone.

Ngwaga morago ga tshimolodiso ya kgwebo, Sefalana ene ya
tsaya kgato ee kgolo go nna kompone ya ntlha go anamisa diabe
tsa yone mo Botswana Stock Exchange. Le ka sebaka seno, re
motlotlo gore re santse rele kompone ele nosi e diabe tsa yone
dianameng le batho ba le bantsi. Sena se re letla go nna le seriti
sa kompone e leng ya Botswana, e diretsweng Batswana e le ya
Batswana.

Dikago kgolo tsa rona di mo Gaborone, Botswana, re remeletse
thata mo go tsa thekiso ya dijo. Kompone e tsweletse ka go
kabakanya madirelo, ka go bonala thata mo madirelong a dijo tsa
dikotla, mashi le melora ka go farologana.

Kompone ya rona e itsetsepetse mo go tsa dikago go anama
le lefatshe, le madirelo a thekiso ya dikoloi a itsegeng ka (MAN,
TATA le HONDA).

Go kabakanya ga kgwebo go thusitse thata mo kgolong ya
madirelo arona le go letlelela Sefalana go kgona go fitlhelela tse
dilatelang;

kgolo ya mabentlele go tswa mo go borataro (6) mo
lefatsheng le lengwe go ya ko go masome a supa le boraro
(73) go ralala mafatshe ale mararo.

Bodiredi bo feta dikete tse tharo le makgolo ale mane
(3400) go tswa mo go makgolo a mabedi masome a mararo
le boraro (233) ka ngwaga wa 1974

Se se dira Sefalana go nna mohiri wa tlhwatlhwa mo di
kgaolong tsotlhe e mo go tsone.

Kanamiso ya madirelo a akaretsang a dijo a re ikgantshang
ka one mo go tlhokomeleng Sechaba.

Ka boikokobetso etela tsetlana ya kitsiso e e tlhalosang ka
boripana mosepele wa rona mo kgwebong le katlego mo
dingwageng ka go latelana.

Pego yarona e e tsolopanyeng ya ngwaga

Mo mokwalong wa dikitsiso wa ngwaga le ngwaga, re lo itsise
ka tshoboko kgolo ya maduo le go aga boleng jwa kgwebo go
direla ba beeletsi le go tshegetsa maitlamo a itshetletseng, le
megopolo ya kgolo pele.

Sefalana sa rona - Mophuthelwana wa ditshono.

> CORPORATE INFORMATION

SEFALANA HOLDING COMPANY LIMITED
Sefalana Holding Company Limited is
incorporated in Botswana - Company
registration number 86/1025

BUSINESS ADDRESS
Private Bag 0080,
Gaborone, Botswana,
Telephone: (+267) 3913661,
Fax: (+267) 3907613

SECRETARY
Mohamed Osman
Email: companysecretary@sefalana.com

AUDITORS

Deloitte & Touche

Plot 64518, Fairgrounds Office Park,
P O Box 778, Gaborone, Botswana

LAWYERS

Osei - Ofei Swabi & Co

First Floor, Unit 18,

Kgale Mews, Gaborone,
International Finance Park,
P O Box 403506, Gaborone,
Botswana

A\ 4

SHARE TRANSFER SECRETARIES

Transaction Management Services (Pty) Limited
t/a Corpserve Botswana Transfer Secretaries
Unit 206, Building 1, Plot 64516,

Showgrounds Close, Fairgrounds,

Gaborone, Botswana,

P O Box 1583, AAD,

Gaborone, Botswana

REGISTERED OFFICE

Plot 10038,

Corner of Nelson Mandela Drive and Kubu Road,
Broadhurst Industrial,

Gaborone, Botswana

BANKERS

African Banking Corporation of Botswana Limited
Barclays Bank of Botswana Limited

First National Bank of Botswana Limited
Stanbic Bank Botswana Limited

Standard Chartered Bank Botswana Limited
Nedbank Lesotho Limited

Standard Lesotho Bank

Afrasia Bank Limited

Standard Bank (Mauritius) Limited
Standard Bank Namibia Limited

First National Bank of Namibia Limited

First National Bank of South Africa Limited
Zambia National Commercial Bank

Our Integrated Annual Report

Through this integrated annual report, we provide a holistic overview of our
performance and how we create value for our stakeholders and manage our
culture while delivering on our Group strategy and cultivating investment
opportunities on an on-going basis.

of Sefalana shares are held

by Botswana institutions
or Botswana citizens.

15

Overview



16

Sefalana Group
Integrated Report 2019

Financial Highlights

Headline Performance

for the year ended 2019 2018

P’000 P’000
Revenue 5305981 4785500
Profit for the year attributable to equity holders of the parent 198 860 175871
Total comprehensive income attributable to equity holders of the parent 162150 187324
Shares inissue at beginning and end of year (number) 250726 709 250726 709
Basic and diluted earnings per share (thebe) 79.31 7014
Total comprehensive income per share (thebe) 64.67 74.71
Dividends per share (thebe) - ordinary - paid 10.00 10.00
Dividends per share (thebe) - ordinary - proposed 27.50 23.00
Dividend cover (times) 21 213
Net asset value per share (thebe) 702 670
Market price per share at year end (thebe) 859 896
Value added statement

2019 2018

P’000 P’'000
Wealth created
Revenue 5305981 4785500
Payments to suppliers and providers of services (4803340) (4334804)
Value addition 502641 450 696
Share of results from associate and joint venture (1994) (743)
Interest income from bank deposits 18070 17 492
Dividends on preference shares 37339 32625
Total wealth created 556 056 500070
Wealth distribution
To employees 233797 211410
To providers of capital 92607 100168
Government for taxes 60026 54035
Total wealth distributed 386 430 365613
Wealth retained in the business
To maintain and develop operations of the Group 169 626 134 457
Number of employees of the Group 3488 3287

Sefalana Group
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Shareholder
iInformation

Analysis of shareholders
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30 April 2019 30 April 2018

Shareholders with an individually significant interest in
Sefalana Holding Company Limited
Botswana Public Officers Fund 112501676 44.87% 112195933 44.75%
Motor Vehicle Accident Fund 25083138 10.00% 25083138 10.00%
Debswana Pension Fund 15175206 6.05% 14 851705 5.92%
Chandra Chauhan 13525511 5.39% 12871200 5.13%

166 285531 66.31% 165001976 65.81%
Summary by class of shareholders:
Insurance companies, pension funds and nominee companies 228631799 9119% 229133510 91.39%
Individuals and others 22094910 8.81% 21593199 8.61%
Total 250726 709 100.00% 250726709 100.00%
Shares held by citizens (individuals and institutions) 233398863 93.09% 232312803 92.66%
Stock Market Information
Number of shares traded (000) 3387 7245
Value of shares traded (P’000) 29603 79048
Share price for the period (thebe):
Lowest 859 880
Highest 896 1116
Closing 859 896
Market Capitalisation at year end (P’000) 2153742 224651
Shareholders’ calendar
Financial year end 30 April
Announcement of audited results 31July 2019
Annual General Meeting 22 October 2019
Announcement of half year results end of January 2020

The Group'’s profit before tax is up 12% from the prior
year and up more than 35% over the last five years. Thisin
turn has enabled the Group to give back a little more to its

Shareholders who have received a 14% higher dividend on
their investment this year compared to the previous year.
Thisis our biggest ever dividend payout.
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Five year trending

A

+11%

5305981

4785500

427301
3825367
3463960 I I

Record revenue was
generated this year as
we exceeded the

P5 billion mark. We are
proud of our growth
over the last 45 years

A

+12%
258670

231709

207143
191146
I I 173148

189127

171972
156883 161934
I 143702

A

+6%

2682994
2525818

2262802
1879788
1719358 I
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Record of financial

performance
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30 April 30 April 30 April 30 April 30 April
2019 2018 2017 2016 2015
P’000 P’000 P’000 P’000 P’000
Comprehensive Income
Revenue 5305981 4785500 4273011 3825367 3463960
Profit from operations 260664 232452 172512 206933 190563
Share of results from associate and joint venture (1994) (743) 636 210 583
Profit before tax 258 670 231709 173148 207143 191146
Income tax expense (60 026) (54 035) (44 845) (49549) (38676)
Profit for the year 198 644 177674 128303 157594 152470
Other comprehensive (loss) /income (36710) 11453 28580 (13892) 19502
Non - controlling interests 216 (1803) (3356) (4945) (9774)
Total comprehensive income for the year attributable to
equity holders of the parent 162150 187324 153527 138757 162198
Earnings per share (thebe) 79.31 70.14 53.35 66.95 65.39
Total comprehensive income per share (thebe) 64.67 74.71 65.33 61.67 74.53
Dividends per share (thebe) 37.50 33.00 30.00 30.00 30.00
30 April 30 April 30 April 30 April 30 April
2019 2018 2017 2016 2015
P’000 P’000 P’000 P’000 P’000
Financial position
Property, plant and equipment 641720 617 064 543765 486 931 427123
Investment property 287166 260 685 262923 260494 176 479
Intangible assets 134546 145823 150332 133884 144369
Leasehold rights 741
Investment in associate 2616 5030 4579 3466
Investment in joint venture 1314 1979 1631
Investment in preference shares 197 895 198114
Deferred lease assets 2656 1090 2033 2033 2510
Deferred tax assets 17254 16708 13546 17764 13066
Retirement benefit assets 7334
Current assets 1401757 1283718 1275859 964124 935475
Asset classified as held for sale 8000 8000 7164
Current liabilities (689113) (609590) (434218) (530024)  (481453)
Non - current liabilities (218792) (220332) (215714)  (174403)  (139386)
Non - controlling interests (16 064) (16 280) (47100) (59766) (54 821)
Equity attributable to equity holders of the parent 1759 025 1679616 1565770 1115595 1043698

19
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From humble beginnings in 1974 to achieving

the stature of a leading FMCG organisation

in Botswana, Namibia and Lesotho, Sefalana
celebrates 45 years of successful operation in an
ever-changing business environment.
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Board of Directors

Dr Ponatshego Kedikilwe (81)
Chairman - Non - Executive

Dr Kedikilwe is the Chairman of Sefalana
Holding Company Limited. He brings a wealth of
experience to Sefalana having served in various
positions in his illustrious career. This includes
being Vice President of Botswana, Minister of
Minerals, Energy and Water Resources, Minister of
Education, Minister of Finance and Development
Planning, Minister of Trade and Industry, Minister
of Presidential Affairs and Public Administration,
Assistant Minister of Finance and Development
Planning, and Member of Parliament for the
Mmadinare Constituency from 1984-2014.

Dr Kedikilwe held various leadership positions
including; Board member of Botswana Diamond
Valuing Company and Bank of Botswana, Member
of the Monetary Preparatory Commission that
recommended the establishment of the Bank
of Botswana and the introduction of the Pula

currency in 1975/76, Alternate Governor for
the International Monetary Fund, founding
Board Member of the Botswana Housing
Corporation, Board member of the Botswana
Power Corporation, Chairman of Presidential
Commission on Education, Chairman of Council
at the University of Botswana, Chairman of the
Central Tender Board, (now PPADB), Permanent
Secretary of Works and Communications Ministry,
Director of Public Service Management and
Director of Financial Affairs in the Ministry of
Finance and Development Planning.

During his career, Dr Kedikilwe received the
Presidential Order of Honour for Distinguished
Public Service in 1992, Grand Cordon of the Order
of the Rising Sun, awarded by the Emperor of
Japan in 2011 and Naledi Ya Botswana in 2014. In
March 2016 he was appointed Chairman of the
Presidential Inspectorate Task Team. He was
appointed Vice Chancellor of the Botswana Open
University in March 2018.

Chandra Chauhan (57)
Group Managing Director - Executive

Chandra is a Chartered Accountant who trained
and qualified with KPMG in the United Kingdom. A
Zambian by birth, he became a naturalised citizen
of Botswana and has over the years become a
very successful entrepreneur and respected
businessman. He is currently the Group Managing
Director, having been appointed to the Board in
2003. He has been responsible for turning around

andrestructuring Sefalanaand has seenits market
capitalisation increase from P64 million in 2004 to
its current capitalisation of just under P2.2 billion.
He is also a Non - Executive Director of Botswana
Insurance Holdings Limited, a company listed
on the Botswana Stock Exchange having been
appointed to its Board in April 2009 and he is the
Chairman of the Board of Botswana Insurance
Fund Management. Mr. Chauhan has aBAcc (Hons)
from the University of Zimbabwe, ACA (England &
Wales) and FCA (Botswana).

Mohamed Osman (42)
Group Finance Director - Executive

Mohamed is a Fellow Chartered Accountant
who trained with KPMG and Ernst and Young in
the UK for over 10 years. He joined Sefalana as
the Deputy Group Finance Director in March
2012 and was promoted to the position of
Group Finance Director in December 2013.
He worked closely with a number of Retail and
Manufacturing businesses in the UK having
spent 15 years away from Botswana. Mohamed
graduated with a BCom (Hons) degree from the
University of Birmingham in the UK and qualified
under the Institute of Chartered Accountants

of England and Wales (ICAEW). He has an MBA
in International Management from Edinburgh
University in Scotland, and has attended Executive
Leadership courses at Harvard Business School
Cambridge Massachusetts, and MIT Sloan School
of Management in Boston.

Mohamed also serves as the Principal Officer
of the Sefalana Group Pension Fund, and is the
Botswana representative for the ICAEW. He is
also a Non - Executive member of the Board of
Directors of Barclays Bank Botswana and is the
Chairman of its Audit Committee.

Keneilwe P Mere (46)
Non - Executive

Keneilwe is an attorney of the High Court of
Botswana with over 17 years of experience. She
is one of the founding partners of Moribame
Matthews, a law firm whose services include
civil litigation, corporate and commercial
law, intellectual property, conveyancing and
alternative dispute resolution. She attained her
Bachelor of Law degree (LLB) with the University
of Botswana in 2001. After a short period with
Lesetedi & Company in 2001 she joined Collins
Newman & Company as a Pupil Attorney and left
in 2007 as a Senior Associate Attorney. Keneilwe’s
specialty lies in civil litigation and commercial law
with specific clientele in the finance, insurance,
mining and property industries.

Keneilwe is member of the Law Society of
Botswana, an Associate Arbitrator of the Southern
African Institute of Arbitrators and a member of
the International Bar Association.

Keneilwe is a Board member of Kgare Insurance
Brokers (Pty) Ltd. She is also the past Vice
Chairperson of the Cancer Association of
Botswana. Keneilwe is passionate about female
empowerment and the advancement of youth
in the economic sphere. As an active member of
the Law Society of Botswana, Keneilwe’s focus is
on the progression of women attorneys in private
commercial legal practice. She joined the Sefalana
Holding Company Board of Directors in March
2017.
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Elias Dewah (77)
Non - Executive

Elias was appointed to the Sefalana Board
in January 2008. He holds a diploma in
Agriculture, a BA degree in Economics and
Accounting, and an MBA in Industrialisation
and Strategic Business Management. Elias
worked for the Government of Botswana in
different capacities for many years. He served
the Botswana Confederation of Commerce,
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Industry and Manpower, as Deputy Executive
Director and as Executive Director until his
retirement in 2006. Currently, Elias is a private
consultant specialising in the promotion
of Public - Private Dialogue, Business
Organisations Training and General Business
Administration and Management. Elias
received the Presidential Order for Meritorious
Service (PMS) in 2007 and joined the Free
Enterprise and Democracy Network (FEDN) in
2016.

Dr Keith Jefferis (62)
Non - Executive

Keith is a Development Macroeconomist
and a financial sector specialist. He is the
Managing Director of Econsult Botswana
(Pty) Ltd, and is a former Deputy Governor of
the Bank of Botswana. His current activities
include work on a range of macroeconomic,
financial and other development policy issues
in Botswana, elsewhere in Sub - Saharan Africa
and Asia. He has consulted for international
organisations such as the World Bank, the

African Development Bank, USAID, UNIDO
and UNDP. He has served on the Committee
of the Botswana Stock Exchange, the Board
of Botswana Insurance Holdings Limited, and
the Botswana Insurance Fund Management
Investment Committee. Keith holds a BSc. in
Economics and Statistics from the University of
Bristol, MSc. in Economics from the University
of London and a PhD in Economics from the
Open University (UK). He was appointed to the
Board of Sefalanain April 2014.

Reginald Motswaiso (55)
Non - Executive

Reginald is a Fellow Chartered Certified
Accountant as well as an Associate Member
of the Chartered Institute of Management
Accountants, all obtained while at AT Foulkes
Lynch in London. He holds a Bachelor of
Commerce degree from the University of
Botswana.

Reginald is an alumnus of Harvard University -
Kennedy School of Governance - Cambridge,
Massachusetts. He attended the University
of Pennsylvania - Wharton School of Property

Finance - Zell/Lurie Real Estate Centre.
Reginald also attended the University of
Stanford - Graduate School of Business

Leadership in Palo Alto.

He held Board positions at PEEPA, the BSE
and Standard Chartered Bank Botswana. He
is a Board member of other regional bodies
including the African Union for Housing Finance
- AUHF, of which he was the Chairman (2009 -
2013) and the Southern African Development
Community Development Finance Institutes
(SADC DFI). His interests and experiences are
in the field of Finance, Banking, Strategy and
Leadership. He is currently the Chief Executive
Officer of Botswana Housing Corporation.
Reginald was appointed to the Sefalana Board
in January 2008.

Bryan Davis (61)
Sefalana Cash and Carry Namibia - Managing
Director - Executive

Bryan joined the Board of Sefalana Holding
Company Limitedon1July 2018 as an Executive
Director having been appointed in 2014 as the
Managing Director of Sefalana Cash & Carry
Namibia (t/a Metro Namibia) which saw the
expansion of Sefalana into the region.

Bryan has over 40 years of experience in
the wholesale and retail sectors through his

various roles in Metro Cash & Carry in South
Africa, Lesotho, Botswana and Namibia, Retail
Market in India, Checkers South Africa and
Grand Bazaars. He was also previously the
Managing Director of the Cash & Carry business
in Botswana up until 2009.

Bryan holds an MDP (Management
Development Program) from the Free State
University, South Africa.
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Chairman’s Report

This has been another strong year for Sefalana as we generate results
that reflect our ability to withstand the arduous trading and economic
environment through our determination and hard work.

Material Matters

The Board believes that this
Annual Report considers all
material matters which reflect the
performance of the Sefalana Group
of companies, and accordingly
adopts an Integrated Reporting
approach in line with best practice.

Sefalana Gives Back

We built three houses for deserving
families in villages across Botswana
at an overall cost of PO.4 million.
These houses were donated to the
recipients in December 2018. We
look to continuing these activities
going forward.

©0000000000000000000000000000000000000000000000000000000000000000000000000

We care about our Community
and look to support sustainable
and deserving initiatives. Having
set up a formal Corporate Social

Responsibility (“CRS”) Committee,
we actively ensure we are doing our
best at providing this support.

UB Bakery

We opened a new Bakery inside
University of Botswana to provide
convenience to our young learners,
to help them access affordable
freshly baked confectionery.

©0000000000000000000000000000000000000000000000000000000000000000000000000

Did you know? I

Sefalana Botswana became the
1st publicly listed company in
Botswanain 1975.

Subsequent to the year
end we opened our
new Sefalana Catering
business. This division
will focus on serving
the large hospitality
industry with frozen
foods in wholesale
size units. We are very
excited about this new
offering.

27
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Chairman’s Report

(continued)

o

Shareholders received a 14%

higher dividend than prior year

Celebrating 45 years of

successful operation

From humble beginnings in 1974 to
achieving the stature of a leading
FMCG body in Botswana, Namibia and
Lesotho, Sefalana celebrates 45 years
of successful operation in an ever-
changing business environment.

Our Brand

From humble beginnings in 1974 to
achieving the stature of a leading
FMCG body in Botswana, Namibia and
Lesotho, Sefalana celebrates 45 years of
successful operation in an ever-changing
business environment.

Over the last four decades, the Group has
worked tirelessly to achieve its strategic
objective to be the leading brand of
choice for customers, employees and
capital. Through robust leadership and
a will to challenge the norm of day to
day operations, Sefalana continues to
create long term sustainable value for its
stakeholders, delivering excellent results
and proving to be a brand that you can
rely on, a brand you can trust.

Our Performance

This year we placed focus on our core
business segments, analysed each
segment’s performance and adopted
suitable measures of cost control. This
has improved the efficiency of our
operations as well as our bottom line.
We are therefore delighted to present
the results of another year of strong
performance. The Group’s profit before
tax is up 12% from the prior year and up
more than 35% over the last five years.

This in turn has enabled the Group to
give back a little more to its Shareholders
who have received a 14% higher return on
their investment this year compared to
the previous year. This is our biggest ever
dividend payout.

Further details on the Group’s
performance have been provided in the
Group Managing Director’s and Finance
Director’s reports respectively.

Our Economy

The Botswana economy has shown a
moderate rate of recovery following high
levels of unemployment and debility of
the mining industry in previous years.
This has come through as an acceleration
of real economic growth during the year
which is expected to sustain itself in the
years to come. Local economic growth
will be driven by improved mining activity,
construction and strengthened public
investment.

Our Group will continue to support
Botswana’saimoftacklingpovertyandjob
creation through providing employment
to the population in upcoming stores and
giving back to the Community through
sustainable development.
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As a means of giving back, Sefalana looks towards
developing the communities in which we operate

Directors are
independent, in line
of our with best practice

We believe in developing a sustainable group of talent and aspire
to Sefalana being the preferred place of work for Batswana.

Our Community

Our suppliers, customers and employees have played a key
role in making Sefalana the strong brand that it is today. This
year, we spent time engaging with our stakeholders and the

e —
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wider community, understanding their needs and developing
sustainable practices to meet such needs. Through their
unwavering support, we have achieved our best results to date.
As a means of giving back, Sefalana looks towards developing
the communities in which we operate and has in the past year,
built houses for three deserving families in central Botswana.
This was a first for Sefalana and a practice we aspire to do again.

Our People
Ourpeoplearethebackboneofourbusiness,astheyhavehelped

us achieve our strategic objective through their dedication and
hard work. We believe in developing a sustainable group of

talent and want Sefalana to be a preferred place of work where
we keep our employees motivated and help them do what they
do best - attending to our customers.

As | complete my fifth year as Chairman of the Board, |
acknowledge the perseverance and commitment of our
employees, management teams and fellow Board members
and thank them for being the building blocks in developing our
brand, our Sefalana.

As we celebrate our 45 years, we reflect on our past, and
look ahead towards our future, nurturing your basket of
opportunities and standing strong as a brand you can trust.

I request all shareholders to attend the upcoming Group AGM,
that will be held at the Sefalana Head Office, Plot 10038, Corner
of Nelson Mandela Drive and Kubu Road on Tuesday, 22 October
2019.

e

Dr. PHK Kedikilwe, PH, NYB
Chairman
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Group Managlng
Director’s Report

Annual Birthday Promotion

This year, as part of our annual birthday
promotion, our Cash & Carry business gave
away 28 mobile kiosks worth just under

P2 million thereby empowering local
Batswana entrepreneurs, and our Retail
birthday promotion consisted of giving
away cash prizes amounting to P1.7 million.

Presidential Christmas appeal Our most recent entry into

the South African market
has resulted in a sizeable

We are pleased to report that contribution to the
over and above a number of bottom line results for the
on-going initiatives, we donated current and prior year.

almost PO.5 million in the form
of hampers to the Presidential
Christmas appeal.

©0000000000000000000000000000000000000000000000000000000000000000000000000

/

\ / ’ ; Sefalana Rewards loyalty program
4 J - allows customers to earn “Sefbacks”

Did you know?

% _ on all purchases through giving back

J a percentage of the purchase value.

' Sefalanais the first local retailer to

M 1 offer this service. Namibia continues to grow

. - . and generate enhanced
4 Signed a P57 million deal for the year with BAMB pro%itability. Lesotho,
despiteits political
We are confident that our Shareholders and potential investors will be . . : climate, is also showing top
] ; . X We aim to assist the Farming line growth.
pleased with our performance and will share our enthusiasm with the industry through our significant
forward-looking prospects of our business and brand. U I AL T

Botswana Agricultural Marketing
Board (“BAMB") where we recently
signed a P57 million deal for the year.
We have also focused strongly on

. developing our fruit and vegetable
* sefalana 2 : Sefalana business and the underlying farming
. [ community.

@ Sefalans 8 Sefalana . . Sefalana e Sefalana

©0000000000000000000000000000000000000000000000000000000000000000000000000

Our property portfolio held
in Botswana performed well,
contributing 1% and 12% to

Group revenue and profit We are the leader in Cash
before tax respectively. Almost & Carry in Botswana,
all properties are tenanted, and Namibia and Lesotho, and
leases are in place for between look to continue our slow

three and seven years.

and steady expansion plan.
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(continued)

Financial results of the Group - overview

This time last year we proudly reported to our Shareholders that we had
achieved our best performance to date following a period of difficult trading
conditions. We had achieved this through focusing on cost saving initiatives
and extracting greater value from our well diversified group of businesses
across the Region. We also focused on margin improvements through
enhancing our procurement activities.

Sefalana Group
Integrated Report 2019

We continued this approach throughout
the current financial year and are pleased
to report once again, that we have closed
the year with our best ever results, with a
profit before tax of just over P0.25 billion
representing a 12% increase compared to
the comparative year to 30 April 2018 (“the
prior year”).

We are confident that our Shareholders
and potential investors will be pleased
with our performance and will share our
enthusiasm with the forward-looking
prospects of our business and brand - a
Brand you can trust.

Our focus on the Region

With the economic challenges experienced in the
local market over recent times, our diversification
into neighbouring countries has been central to our
strategy, and over the last five years has helped us
improve the Group’s overall performance.

Namibia continues to grow and generate enhanced
profitability. Lesotho, despite its political climate, is
also showing top line growth.

Our most recent entry into the South African market
has resulted in a sizeable contribution to the bottom
line results for the current and prior year.

Expansion into the Region naturally exposes the
Group to foreign exchange gains and losses. At the
half year we reported a P45 millionre-translationloss,
mainly relating to the Namibian, South African and
Lesotho businesses which are all ZAR denominated.
At the year end this re-translation loss amounted to
P46 million since the currency movements have not
been significant over the latter six month period.
These translation differences, recorded in other
comprehensive income and losses are however,
temporary and will reverse as the ZAR normalises.

Strategically, we continue to focus on our core
segments, primarily the FMCG business. This segment
in particular, has seen a significant improvement this
year. Further details have been provided under the
Trading - consumer goods section of this report.
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Financial highlights

For the year ended 30 April 2019, the Group's:

o o

Revenue was P5.3 billion

Gross Profit was P340 million
up 11% on prior year up 15% on prior year

We undertook a
significant exercise
to analyse our
pricing files and
product ranges
and through the
use of our Business
Intelligence tool

° We continue to

T strive towork
Profit befor_e_tax Sowarde offoring
was P259 million our customers a

one - stop - shop

experience

up 12% on prior year

o

A final dividend of 27.5 thebe
paid to our Shareholders

up 20% on prior year
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(continued)

Segmental Reporting

The Group’s business and geographical segments are reported
separately (refer to note 6 of the financial statements). Inter-
segment transactions are eliminated, and accounted for in
a separate (“Intersegment or Unallocated”) segment. The
new segment presented this year relates to our South African
business given its increased contribution to the overall Group
results. For comparative purposes the prior year contribution
from this segment has also been presented.

The Botswana environment -
getting back onits feet

During the year, we have noted some positive signs of recovery
inthe market, as consumer spending and confidence appears to
be improving. Our customers are visiting our stores more often
and basket sizes are increasing. There is generally an improved
level of activity in the market.

additional
jobs by the
end of 2019

We continue to take a slow and measured approach to store
openings to caution against cannibalising our existing stores
but have in the pipeline, plans to open a number of new retail
stores in the coming 12 months. This is estimated to generate an
additional 600 jobs by the end of 2019. We believe that it is the
duty of all large employers in the market to create employment
wherever possible so as to help stimulate the economy.

A\ 4

We aim to assist the Farming industry through our significant
procurement of grain through Botswana Agricultural Marketing
Board (“BAMB") where we recently signed a P57 million deal for
the year. We have also focused strongly on developing our fruit
and vegetable business and the underlying farming community.

Our manufacturing businesses and motor divisions, which
employ large staff complements, are heavily dependent on
Government procurement, and to the extent that there have
been delays in the awards of the annual tenders, this has
adversely impacted us.

Whilst we have focused on top line growth, we also embarked
on an overhead cost reduction program across the Group,
streamlined processes where possible and re-negotiated input
prices with service providers.

Overall, our Botswana businesses have generated P130.6 million
of profit, up 4% on the prior year.

Trading consumer goods

Sefalana Cash & Carry Limited contributed 55% and 30% of the
Group’s revenue and profit before tax for the year, respectively.
Turnover amounted to P2.9 billion, which was 15% up on the prior
year. We experienced increased pressure on margins in both
our Wholesale and Retail operations over the last few years,
however through better procurement and pricing strategies,
and by focusing more on what customers want, we were able to
improve our gross profit margins and overall profitability.

At the beginning of the financial year, Sefalana operated 4 Hyper
Stores (“Sefalana Hyper”), 25 Cash & Carry stores (“Sefalana
Cash & Carry”) and 26 supermarket retail stores (“Sefalana
Shopper”) across the country, giving the Group a total of 55
stores in Botswana. During the year, we expanded our national
footprint through the opening of additional Sefalana Shopper
retail stores in Letlhakane and Charles Hill. We also recently
relocated our Cash & Carry in Old Industrial area to Gaborone
West alongside Trade World, increasing competition in the area.

This year, as part of our annual birthday promotion, our Cash
& Carry business gave away 28 mobile kiosks worth just under
P2 million thereby empowering local Batswana entrepreneurs,
and our Retail birthday promotion consisted of giving away
cash prizes amounting to P1.7 million. This generated a lot of
excitement in the market as we found a number of our retail
customers preferred cash rather than prizes in kind, especially
during a time where there has been a strain in the economy.

We continue to strive to work towards offering our customers a
one - stop - shop experience and this approach has proven to
help enhance earnings from this segment during the year. We
have improved our in-store offerings with a greater number of
stores accepting the RCS credit facility we launched a few years
ago. In the coming months, RCS customers will now have the
ability to settle their RCS credit card balances in-store, bringing
additional convenience to their shopping experience.
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We recently relocated our Cash & Carry in Old Industrial
area to Gaborone West alongside Trade World, increasing
competitionin the area.

Whilst we have focused on top line growth, we also
embarked on an overhead cost reduction program

across the Group, streamlined processes where possible
and re-negotiated input prices with service providers.

storesin
Botswana

We expanded our national footprint through the
opening of additional Sefalana Shopper retail stores
in Letlhakane and Charles Hill.

Our recently introduced “Cash Withdrawal” offering is now
available at all our stores in association with FNB. All FNB
card holders can now withdraw cash at any of our tills. This is
particularly helpful in areas where banks or ATM machines are
not close by.

We undertook a significant exercise to analyse our pricing
files and product ranges and through the use of our Business
Intelligence tool and reports we were able to identify areas for
improved margins and offerings. There is still further work to be
done in this area as the tool is only partially implemented. We
look towards further benefits arising from this exercise as we
progress into the ensuing year.

Subsequent to the year end we opened our new Sefalana
Catering business. This division will focus on serving the large
hospitality industry with frozen foods in wholesale size units. We
are very excited about this new offering. Further updates will be
provided as part of our 2019/20 half year report.

Trading - others

This segment which consists of Commercial Motors (Pty)
Limited (“CML") and Mechanised Farming (Pty) Limited (“MFL")
contributed 2% and 5% to Group turnover and profit before tax,
respectively. This therefore remains a relatively small Group
segment.

CML historically relied on tender business, but over recent years
has focused on growing its private sales as a result of a general
decline in tender activity.

We are currently exploring plans to relocate the MAN, Tata
and Honda dealerships to the Al highway, alongside our new
Setlhoa development. This will provide the dealership with
better visibility and access, which is essential given the focus on
private customer sales. This will also provide us with additional

efficiencies relating to a single site rather than the two sites we
currently operate from.

MFL continued to focus on the supply of equipment to
Botswana Railways (“BR”) and the supply of wholesale farming
and electrical equipment rather than on walk-in retail trade.
This is in-line with the Group’s strategy to focus on the core
activities of operation and to downscale less profitable areas
of the business. We have noted an improvement in the results
from this business as a result of a lower overhead base required
to support the on-going activities.

Included in the prior year results for this segment was a once off
margin genarated in respect of the supply of eight locomotives
to BR which enhanced the prior year perfomance.
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Sefalana Group Structure

We are currently exploring plans to relocate the MAN, Tata
and Honda dealerships to the A1 highway, alongside our
new Setlhoa development.

A new division, Foods Botswana Beverages, was created through purchase of the liquidated Delta
Dairies business in 2015. The division operates from its milk processing plant in Broadhurst Industrial
and produces long life, UHT milk under the brand names of Delta Fresh and A Star.

This year we placed focus
on our core business
segments, analysed each
segment’s performance and
adopted suitable measures
of cost control. This has
improved the efficiency of

.
Sefalana Head office is situated at the corner of o u r o pe rat' o ns as We| I as

4 Hyper Stores (“Sefalana Hyper”), 25 Cash & Carry stores (“Sefalana Cash & Carry”) We opened our new Sefalana Catering business. This division Nelson Mandela drive and Kubu Road, Broadhurst °

and 28 supermarket retail stores (“Sefalana Shopper”) across the country will focus on serving the large hospitality industry with frozen Industrial, Gaborone, Botswana o u r botto m | l ne.

foods in wholesale size units.

Operating Divisions

O
</sefalana investment S'sefalana | ¥'sefalana | ¥ sefalana
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South Africa
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Sefa lana : /7 5 Lesotho owns 15 stores across the Commercial

Notors Foods Botswana Meybeernick Sefalana Zambia

Sa Rona - Your family value store country which are well Investments

p— 5 located in areas where
a3 = Shopper A/ 0O Sefalana there is a strong population

OScfalana  ©Sefalana to support it.s trade. !:or
all target chains acquired
OSefalana 2 Sefalana AMetrc to date, performance has Mechanised
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(continued)

Manufacturing

This segment consists of Foods Botswana (Pty) Limited (“FB")
and contributed 4% to both Group turnover and profit before
tax for the year. This was lower than in previous years and is
predominantly aresult of delays in the awarding of Government
tenders. Focus has therefore been placed on growing house
brands across the business.

Milling Division

During the year FB completed the supply of the previous year’s
Government tender for Tsabana and Malutu, and commenced
the supply of another short term interim order whilst the annual
tender evaluation procedures were being completed. Due to the
timing of the orders being placed, FB only manufactured and
supplied the Government for 8 of the 12 month period.

Nonetheless, through a focus on private branded products, we
were able to generate a respectable level of profit for the year.
We now await the final outcome of the 24 month tender covering
the 2019 - 2021 period. In the meantime, we progress with the
supply for another interim four month order.

We are hopeful that our track record for delivery of a quality
product in accordance with the required quantities and
timetable over the years, will place us in a good position for the
forthcoming award. We have procured the required grain and

other raw materials, largely through BAMB, to be able to deliver
the full tender quantities should this be awarded to us.
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Beverages Division

As previously reported, this division is heavily dependent on
the manufacture and supply to Government for the children’s

feeding scheme. We reported that during the year, FB was
awarded the tender for the 2018 - 2019 year however, this was
contested by other parties who had not been awarded a part
of the tender. This resulted in the award of the tender being
postponed. FB therefore had not supplied Government for
almost the entire 12 month period under review. We are pleased
to provide an update in that the 24 month supply tender (2019 -
2020) was awarded to us in March 2019.

During the year, our focus was on branded products, Delta Fresh
and A Star, where we are gaining market share as our products
are becoming more popular.

Our expansion into fruit juice manufacturing and bottling of
water will require us to develop a warehouse to accommodate
additional plant and equipment and also for storage. This is
expected to take place in the ensuing year.

Our investment in South Africa

We invested into a South African consortium effective 1 July
2017. Under this transaction, Sefalana invested R250 million and
earns a fixed annual return of R50 million for five years, after
which point we will have the option to convert this investment
into a 30% equity stake in the consortium. The consortium has
been established with experienced players in the Fast Moving
Consumer Goods (FMCG) market in South Africa.

The aim of the consortium is to acquire a number of existing
chains and grow the store complement such that this is a
significant business within a ten year period. We are pleased to
report that this consortium is performing well and that almost
two years into its operations, the future prospects still remain
very positive. The reported results therefore include P37 million
of income pertaining to this investment representing a full year’s
performance whereas the prior yearincluded ten monthsreturn.
Afair value gain of P11 million was also recorded in respect of this
preference share investment, in accordance with IFRS.

The Consortium currently owns 15 stores across the country
which are well located in areas where there is a strong
population to support its trade. For all target chains acquired to
date, performance has improved post take-over. Our model for
South Africa is therefore working well, despite the economic and
political climate, and we look forward to further growth in that
segment over the ensuing years.

Metro Namibia

The economic strain in the Namibian economy continues, and
indeed we have noted lower growth in the FMCG sector than in
previous years. Despite these macro-economic indicators, we
continue to grow in Namibia through providing our customer
base with an on-going enhanced product offering. We have
established a strong name for ourselves and a reputation for
being the leader in the country. We now have 18 stores across
Namibia and have a number of additional potential stores in the
pipeline as we look to expand our presence further in the area.

Metro Namibia contributed 31% and 24% of revenue and profit
before tax for the year, respectively. Turnover amounted to
P1.6 billion, a growth of 5% on the prior year. Profit before
tax amounted to P61 million, up 13% from the prior year. Our
operations in Namibia continue to grow from strength to
strength, making a larger contribution to overall Group results
each year, as we enhance our customer engagement and
offering. A single new store was opened in Divundu in March
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Towards the end of 2017, we commenced the
development of four plots at our Setlhoassite.
This includes a flagship Sefalana Shopper store

together with a service station.
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2019 while our main focus has been
the refurbishment and expansion of
several existing stores, together with the
relocation of our Windhoek head office
and Cash & Carry.

We continue to evaluate additional
locations for store openings as we
work towards our medium-term target
of 20 stores. We are pleased with our
accomplishments in the country over
the last five years and look back at this
investment as a very successful one.

Sefalana Lesotho

We are now into our third year of
operation in Lesotho and are making
good progress in increasing our presence
in the country through our two stores in
Maseru. We are the leader in Cash & Carry
in Lesotho and look to continue our slow
and steady expansion plan.

Profitability in this segment improved in
the second half of the year but there is
still room for further improvements. The
first-year trading losses of our second
store in Maseru resulted in an overall
loss reported by this segment. Turnover
of P439 million has been achieved
for the year, contributing 8% of total
Group revenue. We currently do not
have any immediate plans to increase
this footprint other than the new store
opening scheduled in September 2019 in
Maputsoe.

We look forward to a recovery next year
with a healthy profit being generated.

Properties

Botswana property portfolio

Our property portfolio held in Botswana
performed well, contributing 1% and
11% to Group revenue and profit before
tax respectively. Almost all properties
are tenanted, and leases are in place for
between three and seven years.

Towards the end of 2017, we commenced
the development of four plots at our
Setlhoa site. This includes a flagship
Sefalana Shopper store together with a
service station, a CTM store and other
amenities for our valued customers.
We anticipate this new store to open in
September 2019. The store will offer a
wide range of products and service lines
and will be our largest supermarket to
date.

The KSI property development of 5000
sgm of warehouse space is now fully let
with on-going demand for the site.

We continually look for suitable sites for
new store openings, or where we consider
there to be forward upside potential in
land situated in upcoming areas.

Zambia property

Following the significant increase in
supply of warehouse and office space
in Lusaka over the last few years, two
of our largest tenants found alternative
premises in April 2017. We are pleased
to report that we have managed to
secure replacement tenants and now
have almost a 70% occupancy rate. We
continue to look for additional tenants
for the remaining space. Performance
by this segment has improved compared
to the previous year having secured the
additional tenants.

Namibia property portfolio

Since our entry into Namibia, we have
focused on establishing a property
portfolio similar to the one developed
over the years in Botswana. Most recently
we acquired the new Head office site in
Windhoek where we anticipate further
development of a warehouse in due
course. Further updates will be provided
as we develop this site.

We are growing our property portfolio
in the country to diversify our income
stream where property has been seen to
significantly hold its value.

Overall, fair value gains for the year on
the Group’s property portfolio have been
minimal and are broadly in line with the
prior year.
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Our focuson CSR

Having established a formal Corporate Social Responsibility (CSR)
Committee in recent years, our focus this year has been onincreasing our
participationin this area.

The Group focused largely on the Education sector this year, providing and
enhancing learning facilities in these institutions, with a view of providing

a better environment for the children of Botswana. Many of these schools
are in less developed areas of the country where we felt there was the
greatest need. We are hopeful that our contribution will help towards
uplifting skills in those areas.
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We are pleased to report that over and above a number of on-going initiatives, we donated almost PO.5 million in the form of hampers to the
Presidential Christmas appeal. We also built three houses for deserving families in villages across Botswana at an overall cost of PO.4 million.
These houses were donated to the recipients in December 2018. We look to continuing these activities going forward.
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At our Group Strategy workshop held in November
2018, our Board re-affirmed our intention to continue
to focus onour core segment of FMCG and supporting
businesses. In particular we intend on expanding our
manufacturing business with fruit juice and bottled
water due to commence in late 2019.

We are excited about growing our recently launched
Sefalana Catering division which we believe has
significant potential. This division will focus on serving
the large hospitality industry with frozen foods in
wholesale size units as well as large corporates.

R

@Star
HOUSE-BRAND

(Lbonge

We will continue to pursue process improvements
and efficiencies, including a focus on pricing and
ranges to maximise returns from our existing
businesses and look at providing our customer base
with a wider product and service offering through
better use of our Business Intelligence tool.

We will explore and evaluate other neighbouring
regions as part of our Regional expansion drive. This
will however, continue to be a cautious and measured
approach which has been our model to date.

Our focus on CSR will also
continue with the overall
objective of improving the
lives of Batswana and to
create employment wherever
possible to help stimulate our
economy further.
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There were no changes made to the Board during the
year.

Dividends

|

On 18 July 2019, the Board of Directors of Sefalana
Holding Company Limited declared a final gross
dividend of 27.5 (twenty-seven and a half) thebe per
ordinary share.

The final dividend was paid net of applicable
withholding taxes as required under the Income Tax
Act of Botswana, on Wednesday 28 August 2019 to all
Shareholders registered in the books of the Company
at the last date to register, being close of business on
Friday 16 August 2019, with an Ex-dividend date of
Wednesday 14 August 2019.

CD Chauhan
Group Managing Director
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Doing the right thing for our Shareholders ...

This year has been all about consolidation and improving operational efficiency
with the overall objective of extracting as much value as possible from existing
assets — and it has paid off .... We achieved our best ever set of results in our

45 years of existence!

M@
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Commercial Motors

CML historically relied on tender
business, but over recent years has
focused on growing its private sales

as aresult of a general decline in

tender activity. w
RCS credit facility

We have improved our in-store
offerings with a greater number
T of stores accepting the RCS credit
PTED facility we launched a few years ago.
In the coming months, RCS customers

will now have the ability to settle their

RCS credit card balances in-store,

H bringing additional convenience to
their shopping experience.

©00000000000000000000000000000000000000000000000000000000000000000000000000

Overall, our Botswana businesses
have generated P130.6 million of
profit, up 4% on the prior year.

Our best ever results

We have closed the year with our best ever results, with a profit
before tax of just over P0O.25 billion representing a 12% increase
compared to the comparative year to 30 April 2018

©00000000000000000000000000000000000000000000000000000000000000000000000000

[ We are the first local
Did you know? I FMCG retailer to offer
online shopping.

As part of our annual
birthday promotion, our
Cash & Carry business
gave away 28 mobile
kiosks worth just under
P2 million thereby
empowering local
Batswana entrepreneurs

We pride ourselves

on having one of the
strongest balance sheets

in the country on the
Botswana Stock Exchange

which has made us very
favourable with our
Shareholders.

Revenue of
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As previously reported, we undertook a brand refresh exercise

in 2015 with the primary objective of consolidating and The dark blue
enhancing the already strong Sefalana brand that has been . jg;“;"e'zjzs
built up over 45 years. The refreshed branding provides a commodity of
common look and feel to all our businesses and emphasizes water and thelife

our unique brand value. This has now made it easier for our
customers to recognize us and differentiate us amongst our
competitors. Feedback and response to this brand refresh
program has been very positive.

' $/sefalana

Sefalana old Logo icon Sorghum Corn Wheat Sorghum Corn Wheat Logo Transition
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Overview

Profit before tax of P259 million was 12% up on the prior year,
which in itself was a 34% increase on the year before that. We
exceeded the P5 billion revenue threshold closing the year at
P5.3 billion which was 11% up on the prior year.

The approach we have taken during my seven years at Sefalana
has been strategic, expanding our Regional presence with
caution, investing in profitable businesses and assets, refining
existing businesses so at to optimize our returns, and structuring
investments that enhance earnings.

We are very proud of our achievements to date and look forward
to doing even better in the ensuing year.

Business performance by segment has been articulated in
the Group Managing Director’s report in detail and therefore
I will focus on how our Group Strategy relating to the last five
years has helped us deliver the consistent results that our
Shareholders have come to expect from us.

Our Balanced Scorecard

Executing our Group Strategy...

The 2019 financial year marked the end of our five-year Group
Strategy which was developed by the Board of Directors. The
Board recognized the saturation levels in the Botswana FMCG
sector and had to devise a strategy that would help maintain
the Group’s position as one of the best performing listed
companies in Botswana. From the onset, it was clear that
Regional expansion was critical and that we needed to select our
target markets carefully.

Below is a summary extracted from our Strategy Balanced
Scorecard which details the steps taken over the last five years
torealize our Strategy.

Save time and withdrawal fees

Buy and withdraw cash with your FNB card at Sefalana

Cash@Till

convenient, safe & save withdrawal fees

Strategic objective Achieved through...
Our Vision
»  Regional expansion into Namibia, Lesotho and
South Africa which now contribute significantly

The leading brand of choice for customers, employees and capital to overall Group performance

e :nmaar:g:ni:ﬁ?y chain »  Takeover of the Delta Dairies UHT milk plant

which has complemented the Group’s other
- >  Grow customer base food manufacturing business

inance ..

. imi Transla Optimise PBT inori i i
CYSUNISRWIENIN oo (| OptimisereT [ Tranclate | (] Enhancerea i -+ mprovepricng g oo
Returns) revenue as % of revenue profit to real growthin EPS as % of revenue information fthi 8 v chainin.h v taking

cash of this supply chain in-house
> Imprpve operational »  Focus on cost-saving initiatives in FMCG
efficiency through cost- busi
ST usiness
saving initiatives
»  Implementation of a Business Intelligence tool
. . to improve quality of information for decision-
Customer Retain and grow Grow local and regional making
(Satisfied Customers) customer base presence
»  Developingand »  Surplus cashisinvested in money markets and
implementing a cash other short term investments to maximize return
management plan
Translate profit - ) »  Debt to equity levels are maintained at less than
to real Czsh »  Monitoring optimum debt 10%
levels
Intt.arnal Processes Create innovative solutions Improve process »  Stock holding evaluated at all sites and actively
(Business Excellence) and products effciency >  Optimising stock holding managed to ensure optimisation at both a store
levels and an organisational level
»  RightsIssue program carried out in 2017 to aid
Lesotho and RSA expansion
|dentif dretai Enhance real > Extractvaluefromall »  Fundsareinvested in profitable businesses
Learning and growth ngek?p and entityandre ?m @ Drive high growthin EPS areas of the business and a cautious approach is taken to avoid
: retain skilled and robust and sustainable ppr : .
(Perfomance Oriented - performance reckless expansion into the Region. All Regional
Workforce) flexible workforce management team businesses are profitable
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Sefalana

Giving back to you everytime
you shop with us

Strategic objective

Achieved through...

»  Encourage innovative idea
. . generation from staff of »  Appointment of Head of Wholesale and Head of
Drive high all levels Retail
performance
»  Careerdevelopment and »  Enhancing training programs
opportunities
»  Devspcustomiss gl
Develop and training programs prog.rams 2
retain skilled and
flexible workforce e F)evelop gnd encourage »  Sponsorship of anumber of BICA students as
job rotation R L .
Sefalanais an approved Training Organisation
. »  Allkey senior staff are evaluated by the Board.
Ide.ntlfy and »  Develop aboardapproved Appointment of Head of Retail and Head of
retain a robust organisational structure Wholesale is expected to allow better focus on
and sustainable the two separate segments
management »  Develop management and
team leadership programs »  Leadership programs are being carried out on an

on-going basis

We are pleased with the progress we have made during the five years and the extent to which we achieved our objectives. In
November 2018, we met as a Board to carefully assess and evaluate our achievements and have now set a revised strategy for the

2019-24 year period. We look forward to delivering to the new strategy and further growing our Group.

We extended in-store Botswana Post kiosk services to additional
stores and now have a total of 15 stores throughout the country
offering this service. Feedback from our customers has been positive
and we have observed an increased use of this facility.

In partnership with

Strategic objective Strategic initiatives Achieved through...
»  Store countincreased from 46 storesin
Botswanain 2014 to 57 stores currently. Namibia
N . store count of 15 stores and total of 2 FMCG
»  Organic growth .
stores in Lesotho.
Increase > isiti . . .
> Acquisition growth »  Launch of online and mobile shopping platforms,
revénue > dcust enabling a wider customer base with variety
> mproved customer being offered
offering
»  Launch of loyalty program and other
promotional activities
»  Implementation of brand »  Appointed additional resources in the Marketing
Retain and grow and marketing strategies team
customer base »  Monitor customer »  Loyalty card promotions and use of Business
behavior Intelligence to better understand our customers
Grow local and >  Develop and execute »  Entryinto the region: Namibia, Lesotho, and
regional presence Regional expansion plan South Africa
»  Loyalty program
yalty prog »  Progress and development of each of these
X . 5>  Online shopping website initiatives. We now have over 120,000 active
Create innovative pping loyalty customers, online shopping was extended
i to the north of Botswana
solutions and »  Mobile Phone App
products . o
»  Total of 15 stores with Botswana Post kioks in
»  Botswana Post counters
. store
in-store
>  Constant evaluation of »  Further restructuring of our Botswana FMCG

Improve process
effciency

processes and procedures

to remove inefficiencies

business into two separate Wholesale and Retail
divisions, through appointing a Head for each of
these segments

Motshidisi Vehicle BotswanaPost £
| Money - Famlly Rengtratlon We deliver, whatever wherever
«!’ Transfer "M e Licence Stamps '
Cover Renewal
T Water PosoCloud Postal
".\! Utilities Hotspot § Box
' Payments Voucher Renewal
Sales

*Available at select Sefalana stores: Gaborone Sefalana Hyper, Gaborone West Sefalana Shopper, Tlokweng Sefalana Shopper,
Nkoyaphiri Sefalana Shopper, Maun Sefalana Cash & Carry, Ghanzi Sefalana Shopper, Hukuntsi Sefalana Shopper, Tsabong Sefalana Shopper,
Serowe Sefalana Shopper, Francistown Hyper Sefalana, Francistown Sefalana Cash & Carry, Molepolole Sefalana Shopper,
Mahalapye Sefalana Shopper, Kanye Sefalana Shopper, Pilane Sefalana Hyper
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Key areas of performance:

Revenue

Revenue up 11% on the prior year and exceeded the P5 billion benchmark

Revenue is a key measure in our sector and

is indicative of relative size. We have seen a
steady annual growth in revenue over the last
five years since we embarked on our Regional
expansion journey. In 2015, we reported
revenue of P3.5 billion. Four years later, we are
over 50% larger with revenue of P5.3 billion.

Revenue (P’000) >

53059810 |

2749669

Revenue of

P5.3 billion

2514845

2267412
1985063

1905635
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Our revenue sources are very well

diversifies as illustrated below:

The Botswana FMCG sector showed a significant top line improvement of 15%
compared to the prior year. This was despite difficult trading conditions over the last
two years. We are confident that the turnaround we have seen in the current year will
continue into the ensuing years.

Revenue split by segment

——

Namibia

30%

Lesotho e

Property /
! r / \_
Trading

8%

Manufacturing

4%
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Our Namibian business experienced double digit growth over the first four years
of trading, however, in the current year, the strain in the economy was felt and this
1 business experienced top line growth of only 5% year on year. We are focusing on
Trading o\ ;stomer services and promotions to give customers what they want and hope to

Consumer o
Goods return to double digit growth soon.

55%
Our Lesotho business grew by 13% compared to the prior year. The economic
environment is still under pressure but we are confident that we will continue to grow
given we are the leaders in Cash & Carry in the country. We look forward to our third
store openingin late 2019.

Other Our manufacturing business contracted by 3% year on year for reasons largely beyond
2% our control. This business is highly dependent on Government tenders placed in the
market and the timing of these tenders directly impacts revenue in any particular year.
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Segmental
profitability

Profit before tax (PBT) up 12%, boosted by RSA investment

Although top line growth is very important to us, bottom line profitability is where we
place greatest emphasis. Over the last five years, we have reported an upward trend, with
the exception of 2017. In that year, the Botswana FMCG business contracted significantly
largely due to the economic environment. In 2018 however, we were back on track and
generated a PBT of 34% greater than the previous year. We are proud to have been able
toreport a further 12% growth in the current year.

Our Namibian business has consistently
generated additional profits for the Group and

in 2018 was the largest segment, ahead of the
Botswana FMCG business. We celebrated our fifth
anniversary in the Namibian market this year. This
segment continues to produce exceptional results
despite indications of a strain in the economy.

Sefalana take over

Before

Sefalana take over

After
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This year Namibia is the second largest contributor to overall Group profit.

Our bottom line has increased five fold in these five years from an initial EBITA (P'000) >
PBT of P10.7 million in 2015 to P61.0 million in 2019. We look back at this
investment as a very successful one which propelled the Group towards 75778 © |

regional expansion in other parts of Southern Africa. Generated EBITA of

2019
P76 millionin 2019

2018

O We generated EBITA
of P275 million in our
five years in Namibia!

2016

2015

PBT (P'000) >

61018 O |

61018

PBT of P10.7 millionin 2015 2019

to P61.0 million in 2019

2018

2017

2016

2015

Revenue (P’000) >

1629 985

Number of o
Generated Revenue employees o
of P1.6 billion in 2019 2018 o

303

WV

Number of employees

662

2017

2016

‘ 2015

2015
2016
2017
2018
2019
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South Africa contributed N
—

Dviversification of our profit
streams is presented below:

Trading
Consumer
South Africa Goods
20% 31%
Namibia
25%
Trading
other
6%
Lesotho//
Q%)
Property Manufacturing
15% 4%

(continued)

Our South African investment made a sizable
contribution inits first year and boosted the 2018
year-end results by P33 million. In 2019 this had
increased to P49 million.

A\ 4

Profit Before Tax (P’000)

110687 126 711 92056 148632 155112
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Over the last two years, we have focused on improving operational efficiencies. This
overhead cost reduction program is in progress and we look towards saving P10 million
annually.

Our Manufacturing business generated a PBT of P11 million in the current year as
compared to P21 million in the prior year. The decline is mainly due to delays in the
awarding of Government tenders. We look to mitigate reliance on Government tenders
through an increased focus on the sale of house brands.

The main drivers of enhanced profitability during the current year is shown below in P’O00:

15916

|
24572 LT (13255) — 258670
(7391) 68)
231709
2018 PBT Enhanced Additional Additional Once off Reduced Other 2019 PBT
return by gross return commission GP from
Botswana profit from from South earnedin Manufacturing
FMCG Properties African 2018
investment
® Increase ® Decrease
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Shareholder
value andreturn

The fundamental objective of our businessiis to
maximize shareholder return. Over the last five
years, we are proud to have maintained an average
dividend to earnings ratio of 48%.

As we work towards recovery of the tough economic conditions experienced over the last
few years, continued improvement in the business and confidence in cash generation, we

have declared a current year dividend of 37.5 thebe per share. This is our highest dividend
paid to date.

We are hopeful that our Shareholders and potential investors see value in our business

and our approach to generating wealth for them, and that this confidence is reflected in
the share price going forward.

® EPS(b) ® Dividend (t)

2019
3750

7014

2018
33.00

53.35

2017 30.00

67.60

2016 20,00

65.39

2015 000
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Balance sheet
strength

We continue to maintain balance sheet strength
through low leverage and minimal debt. This

is a critical success factor for our business as
we mainly operate on a cash basis. We have
maintained our debt of P110 million which allows
for adequate headroom should we need to raise
funding quickly.

Our working capital ratio (defined as the relationship between current assets and current
liabilities) was 2.03 demonstrating effective cash management and our ability to easily
cover our short term obligations.

We pride ourselves on having one of the strongest balance sheets in the country on the
Botswana Stock Exchange which has made us very favourable with our Shareholders.

Segmental results:

Revenue

P’million 2019 2018 Movement 2019 2018 Movement
Trading consumer goods 2941.7 2564.6 15% 77.3 52.8 46%
Trading - other 120.5 1301 D% 141 216 35)%
Manufacturing 209.7 215.8 @)% 10.6 211 B0)%
Property 53.3 454 17% 371 364 2%
Namibia 1630.0 1549.7 5% 61.0 53.8 13%
Lesotho 438.6 3878 13% @7) 21 (229)%
South Africa 485 326 49%
Inter - segment (87.8) (107.9) 12.8 13

5306.0 4785.5 1% 258.7 231.7 12%
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Adoption of IFRS 16

The Group will be introducing IFRS 16, the new financial reporting standard on
accounting for leases, for its 2019/20 financial year.

IFRS 16 has no economic impact on the Group. It has no effect on how the business is
run, nor on cash flows for the Group. It does however have a significant impact on the
way the assets, liabilities and the income statement for the Group are presented, as
well as the classification of cash flows relating to lease contracts.

The Group will adopt the standard fully retrospectively. Detail on the likely impact of
IFRS 16 can be found in Note 44. The introduction of IFRS 16 has no bearing on any of
the Groups business plans for the coming years.

I would like to thank our Shareholders and the Investor Community for supporting us
over the years and continuing to have confidence is what we believe is a strong and
sustainable model for growth.

Mohamed Osman
Group Finance Director
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Our Values

Over the years, we have grown the Sefalana brand through regional expansion,
encompassing distinctive territories and cultures. This has heightened our
motivation to foster our values and promote the achievement of these through
educating both our internal and external stakeholders in all regions in which we
operate.

Underpinning our decision-making regarding which causes to support each year, is
our Values Charter, which defines the type of Organisation we aspire to be.

EXCELLENCE

Ie_#
p e

Exceeding expectations

INTEGRITY ACCOUNTABILITY | TRANSPARENCY

Accepting responsibility for our own Allowing interactive

and our team’s actions and decisions communication and open access to
towards our stakeholders information

Doing what is right at all times

RESPONSIBILITY

Securing and sustaining the future of Devotion, adherence as well as loyalty
Sefalana and the countries in which to the organisation and its mandate.
we operate; by actively taking part Itis areciprocal exchange between

in acts of social responsibility and Sefalana and its stakeholders
environmental considerations

COMMITMENT INNOVATION

\\‘ //

Being respectful, having humility

Actively seeking and sharing solutions
and creative ideas
towards growing Sefalana

towards others and conducting one’s
selfin a dignified manner

The willingness to give one’s time and
energy consistently

Our Mission

Our mission is aligned with our core values as we build a sustainable basket of
opportunities.

Exceeding our customer expectations through provision of a pleasant and
affordable experience in FMCG, Manufacturing, Automotive, and Property, served
by highly motivated and empowered staff, delivering superior shareholder value
that exhibits profitability and sustainability
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Responsibility Report

At Sefalana, we believe that it is the responsibility of large
corporates, who have the ability, to help improve the Society
in which we live. We believe that through conducting our
business responsibly and ethically, we will help improve the

lives of the less fortunate.

Helping our Community improve

We live in an environment where there is still a large
proportion of the Community that lives in poverty.
This is a unfortunately a reality and a worldwide
phenomenon.

We care about our Community and look to support
sustainable and deserving initiatives. Having set up
a formal Corporate Social Responsibility (“CSR”)
Committee, we actively ensure we are doing our best
at providing this support.

Our Focus on CSR

Three years ago, we set up our Corporate Social
Responsibility (“CSR”) board sub-committee with the
main objective of investing in CSR projects that will
foster sustainable development.

HOUSE-BRAND

(Kooge

65



66

Corporate Social Responsibility Report

(continued)

Our Focuson CSR

Three years ago, we set up our Corporate Social Responsibility (“CSR")
board sub-committee with the main objective of investing in CSR projects
that will foster sustainable development.

It is the duty of the CSR committee to evaluate all CSR applications and to carefully consider which projects are in line with the
Group's strategy and values. Nominated projects are then endorsed with the aim of assistance and empowerment, enabling them to
move closer towards self-sufficiency and sustainability rather than supporting once-off activities that do not translate into future
growth and development. We believe that by adopting this approach, we provide the tools necessary to assist needing and deserving
groups, to achieve a sustainable way forward.

Our Board firmly believes that there is an invisible relationship between our values, strategy, performance, risk and sustainability
which is measured through the Group’s ability to meet its objectives and make a difference to our Community through delivering a
sustainable basket of opportunities.

The following key areas guide the development of our corporate social responsibility:

efalana’s offering for our Community

Key consideration Achieved through....

Seizing new business opportunities to maximise . . .
Shareholder value > focusing on our core businesses and providing our

customers with a large range of offerings both in and
out of our stores. Instore offerings include excellent

o customer service and transforming Sefalana into aone-
CaSh@Tln stop-shop through the provision of postal and delivery
convenient, safe & save withcrawal fees services. Sefalana Rewards loyalty scheme allows our
customers to purchase more for less and benefit from
loyalty promotions. Out of store offerings include an
online shopping platform, bringing us closer to our end
consumer. During the year we extended our offering to
include cash withdrawals at our till points as many of
our customers often walk long distances to the nearest
ATM or bank

> expanding our manufacturing businesses to include the
manufacture of fruit juice and dairy blends, together
with the bottling of water later this year

>  focusing on obtaining good rental streams through
optimal letting of our premises and development of our

s@e?f,‘” i @ Setlhoa and Windhoek sites.

ana In partnership witl

e ner > Exceeding expectations through continuously
identifying new opportunities for growth in our
business.

Expanding our store footprint for the Community

> aligning all existing stores to reflect the Sefalana
identity and a continuous look-out for potential
new store sites. We are proud of our presence in
the majority of urban and pre-urban areas across
Botswana, Namibia, and Lesotho. This year, we opened
two new stores in Botswana and one new store in
Namibia bringing the total number of FMCG stores
across the region to 73. We are pleased to be present in
a number of communities and work towards improving
the standard of living through providing additional
employment wherever possible. We were pleased to
have opened our flagship Setlhoa store in September
this year.

Key consideration

Safety at our stores and sites

Attracting, retaining and developing the right people

Maintaining the Sefalana Culture

Achieved through....

frequent store visits and adherence to strict health
and safety regulations. All our stores have internal
security measures in place which are monitored on
an on - going basis. Staff undergo continuous training
and development enabling them to act should a health
and safety hazard arise. General on-the-job training is
provided, empowering staff for growth and promotion.

our ability to identify suitable talent and provide the
ideal working environment for our staff, providing
opportunities for promotion and allowing them to fulfil
their potential. Growth opportunities are provided to
staff through on - the - job training with progressive
internal management development programs and
accredited external training initiatives

providing attractive remuneration structures to
motivate staff and extract best performance

This year we made a commitment to our President that
we would create 600 additional jobs in our Group and
are pleased to have achieved this.

a gradual process of self-discovery, -cultural
engagement and change management. Our strategy
undertakes to identify and understand cultural
barriers and develop techniques to overcome these
barriers thereby enhancing operational effectiveness.
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(continued)

Our CSR activities are driven by our Group Strategy which focuses on the
following underlying themes which define the way in which we operate:

° Key consideration Achieved through....

Succession Planning

> theinclusion of succession planning as an integral part
of our Board Charter - We believe it is vital to bring in Our
andinvestin theright people. Developing staff, allowing
them to pursue their aspirations and offering them a
chance to grow with Sefalana sanctions sustainability
in leadership and the timely transfer of knowledge.
Board oversight ensures sufficient focus is placed on
this area such that a forward-looking plan is in place to
enable the effective hand over of key positions.

Wealth Our
Distribution Community

Developing our skills in our core business

Advancement of strategic Retail skills

> ensuring our branch managers and staff receive
regular training on store management and customer
relations and are up to date with the latest trends in
the FMCG industry. We believe our staff are the first
point of contact for our customers and are a reflection
of our business and the Sefalana strategy. Continuous
on-the-job training allows for motivated staff that are
well versed with the Sefalana culture and strategy.

> the use of Industry experts wherever possible to
maximize effectiveness and to introduce modern and
innovative thinking. Dedicated teams areinplace torun
our Online and Mobile Shopping facilities as well as our
Sefalana Rewards Program. This allows staff to have
the necessary skills set to easily assist customers and
provide them with an efficient service delivery.

Sef\,%\\%g?ds

Our People - the lifeline of our business...

We believe that having the right people in our team is the difference between success
and failure. Our competitive advantage lies within our people who deliver our strategy
and maintain strong relationships with our customers, suppliers and stakeholders.
Through arigorous and careful selection process, we ensure that the right people join
Feedback and marketing > persistent advertising of our products and maintaining the Group and remain akey part of the Sefalana family, where comprehensive training
positiverelationships withoursuppliersand customers. and skills development is provided throughout their career with us. This creates a
The provision of alternative shopping avenues for our motivated and ambitious team, who work diligently to achieve our mission of being

customers such as online shopping has demonstrated he leading brand of choice f | d ital
Sefalana’s ability to meet the requirements of the the leading brand of choice for our customers, employees and capital.

modern consumer. The restoration of a single brand

across our Group has assisted in building our market Workforce Our workforce

presence. We endeavour to involve our customers with distribution by country

what is happening at Sefalana through being available . oge

and addressing any queries through our Facebook 3 488 AS our bUSIneSS grOWS, employment Opportunltles are
and Twitter pages. Increased focus has been placed provided to more and more people across all regions in

on marketing as we grow this function and identify
different ways to advertise the Sefalana brand and
reach our customers. Our loyalty scheme, Sefalana
Rewards has assisted in growing and retaining our
customer base through direct communication with our
customers and understanding their shopping habits.

which we operate. We are proud to be regarded as an
employer of choice with just under 3500 employees
across the Group.

B Botswana Il Namibia
M Lesotho
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We believe in supporting the local communitiesin which we have
a presence through providing additional employment wherever
possible, and improving the living standards of residents and
their families.

. | |
i |
[ St

Training and Development

We believe that growing and developingskill sets ona continuous
basis is critical for both the individual and the business.

Sefalanasupportslocal graduates and interns through providing
employment opportunities and investing in further education.

Sponsoring BICA students in Botswana

We have employed a number of students who are studying
the BICA (Botswana Institute of Chartered Accountants)
program. Sefalana is an approved Training Employer of the BICA
qualification and is a provider of suitable work experience that
is required for students wishing to complete this professional
qualification. We are pleased to be able to support this
Botswana based qualification which has been aligned to the UK
based Institute of Chartered Accountants in England & Wales

(ICAEW) program.
.
Botswana Institute of
Chartered Accountants|

(continued)

Providing internship opportunities to university students in
Namibia

In the prior year, our Metro business in Namibia commenced
the offering of internships to students from the Namibia
University of Science and Technology. We are pleased that
some of these students stayed on and were given permanent
roles. During the year, four students were offered internships in
the departments of Finance, Human Resources Management,
Information Technology and Marketing. This will provide them
with an opportunity to develop appropriate skills and work in
a professional environment in one of the largest FMCG chains
in the country with the prospects of full time employment on
completion of their internship. We are pleased with this initiative
and look forward to further supporting the university and other
local educational institutions in years to come.

Partnerships with Maccauvlei Learning Academy and the
University of Stellenbosch

Every year, Sefalana invests in the future development of
motivated and talented employees through offering the
opportunity of further education. Selected staff work in groups
and complete diverse projects as part of leadership and
strategy training.

Providing employment to disable students from the
University of Botswana

Sefalana has developed a strong relationship with the University
of Botswana'’s Disability Support Services Department and over
the years has supported this department through sponsoring
laptops and IT equipment for visually impaired students.
Employment opportunities have also been offered to these
students on completion of their studies.

Internal training and development programs

Management Development programs are offered to our staff
with the objective of exposing trainees to awide range of aspects
of the retail and wholesale business. Trainees gain experience
in the operation of all divisions of a store and are given the
opportunity to demonstrate their managerial and supervisory
competencies. During the year 44 individuals were put through
these programs. We are proud to be one of the leading training
providers for staff in the sector.

Training programs for growth and development are advanced
on an ongoing basis. Our people are treated with respect and a
zero-tolerance policy to discrimination is maintained.

Sefalana Group
Integrated Report 2019

A performance management system is used as a means of
rewarding our top performers who portray the potential for
growth. Retention of knowledge and skills in Botswana'’s highly
competitive market remains a vital focus point for our Group.
This has resulted in a number of our employees opting to stay
committed and remain with us for over 20 years.

We aim to build a robust, efficient workplace that displays a true
demographic profile in each of the regions in which we operate.

Health and Fitness

We believe that a safe, healthy working environment is directly
related to enhanced productivity and engagement levels.
Sefalana commits to a high level of health and safety practices
through providing our employees with a safe, stable and healthy
environment in which to work. Health and safety form a crucial
part of the food industry and are therefore monitored, managed
and assessed on an on - going basis through the Group’s risk
management framework. Providing a prudent and hygienic
place to work improves the morale and performance of our
staff. Our new head-office continues to provide a more modern,
roomier and fresher working environment that is enjoyed by our
staff.

Health and Safety, Basic Food Hygiene and First Aid training
courses are conducted on aregular basis at our stores. The main
elements covered in this training include emergency planning,
security, fire, transportation and general health and safety.
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Once again, a significant number of our staff participated in the
annual Diacore Gaborone City Marathon. We look forward to
participatingin similar events going forward and have started an
annual Wellness Day at our Gaborone Hyper Store, inviting staff
and the general public alike for a good, free workout!

All our staff are provided with medical aid benefits, ensuring
their health comes first and is covered. Staff in Botswana and
Namibia are encouraged to join the Group staff pension scheme
as ameans of safeguarding their future.

Communication

Over 99% of our staff in each country in which we operate, are
local citizens. Equal opportunities are central to the Group
and an open - door policy, fair employment practice and
legal compliance gives us confidence in our management
of relationships with our employees. Clear, coordinated
management of employee rights and responsibilities helps
ensure that the Group’s risk is mitigated, and that continuity is
maintained.

Staff is informed of upcoming events throughout the year
through our monthly Moremogolo newsletters and regular staff
meetings. Our people are the first to know of any changes in our
business that may affect them, thisin turn allows them to do the
right thing and deliver an outstanding service to customers.
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Every company within Sefalana contributes towards the overall CSR
activities of the Group and giving a part of our wealth back to society.
Our FMCG businesses in Botswana and Namibia are are the largest
contributor to Group revenue and profit. The scale of this business
permits us to leverage our purchasing power as well as maximise
process and cost efficiencies.
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Our Wealth Distribution - how we add value...

We protect our reputation, which holds our wealth, through our efforts to be a good
corporate citizen. We remain steadfast in ensuring compliance with all applicable
laws and regulations. Our trade is fair and transparent, giving the business

Our community a long term partner that can be trusted and held in good faith. We
are proud of the reputation we have built over the last 45 years and this is vitally
Wea Ith important for our continued success both across Botswana and the wider Region.

Adding Value

Our Value-Added Statement below illustrates how we have created wealth through our operations and how this wealth has been
distributed amongst our various stakeholders.

alue added statement

2019 2018

P’000 P’000
Wealth created
Revenue 5305981 4785500
Payments to suppliers and providers of services (4803 340) (4334 804)
Value addition 502 641 450 696
Share of results from associate and joint venture (1994) (743)
Interest income from bank deposits 18 070 17 492
Dividends on preference shares 37339 32625
Total wealth created 556 056 500070
Wealth distribution
To employees 233797 211410
To providers of capital 92607 100168
Government for taxes 60 026 54035
Total wealth distributed 386430 365613
Wealth retained in the business
To maintain and develop operations of the Group 169 626 134457
Number of employees of the Group 3488 3287

2018/19 201718

@ ctmployees @ Government

@ Employees @ Government oo
for taxes

for taxes

@ Providers @ Retained
of capital for growth

@ Providers @ Retained
of capital for growth

Almost 45% of wealth createdis disseminated to employeesinthe form of salaries, wages
and other staff benefits. The remainder is allocated across other key stakeholders.
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Our Community - giving back...

(continued)

By operating responsibly, we not only promote and secure the future of our
business but extend these rewards to benefit the communities in which

we operate. We achieve this through providing our customers with good
quality, safe and affordable products in a shopping environment that suits
their liking and lifestyle; instore, online, mobile.

@Sstar
HOUSE-BRAND
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Our
Community

Giving back to our Customers

Sefalana is committed to delivering value to its customers
through improving quality, remaining competitively priced and
giving back through our loyalty program, Sefalana Rewards. We
know that our customers expect a wide range of products and
practical offerings at a consistent high quality - products that
are fresh and readily available.

In the last few years, we expanded our ‘A Star’ house brand
range of products, offering more than 40 different product
variables to our customers and widening the range of products
available to customers at competitive prices. This has been well
supported by our customers, as we see an increased trend in
the purchase of A Star products as compared to other brands
on offer.

Our duty as a good corporate citizen does not end at the point
of delivery to our customers. We uphold a moral obligation to
ensure the goods and produce we supply are fresh and of high
quality as failure to do so would resultin a direct negative impact
on our service quality and ultimately our reputation. This factor
formed a key consideration when developing our A Star house
brand range.

Sefalana Group
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Our commitment to providing quality and reliable products
is key to our business, and we do this through working closely
with our suppliers to ensure our supply chain is both resilient
and efficient. This has led to the formation of a best practice
code that is used on a daily basis as we extract value from our
supply chain. Constant communication is maintained with our
manufacturers and suppliers to ensure levels of product quality
and safety are not compromised.

We pledge that every product that leaves our shelves, stores
and silos is backed by a quality team working persistently to
ensure that our consumers get the best possible product, being
quality compliant, selectively sourced and priced competitively.

Our products and services are our pride, and foster trust in our
brand. Products that are manufactured by our Group, are lab
tested, quality inspected and preferentially selected to meet all
Botswana Bureau of Standards requirements. Service levels are
renewed by continued training and evaluation.

Through our UHT milk plant in Gaborone and maize plant in
Serowe, we have been able tobringin—house, parts of the supply
chain, enabling the Group to internally enforce efficient supply
chaininitiatives and better price our products to customers.

Our Integrated Report
Overview
Executive Reports

Company Profiles

Annual Financial Statements

@AStar
HOUSE-BRAND

(Kbooge

75




