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Welcome to BotswanaPost

Evolution of the Post Office

The Postal Services is one of the oldest public services in
Botswana, established in 1875 by the London Missionary
Society. In those days, pairs of “runners” carried mail
between various points on a stretch from Bulawayo up to
Mafikeng. Historical records indicate that these runners
(men on foot) carried up to 15,542 postal items of mail
per annum. Subsequently, the post used the train and
road contractors to deliver mail until the late 1990's when
the Post acquired its own fleet of delivery vehicles and
continued to expand the mail delivery network.

The Post evolved over the years into the Bechuanaland
Protectorate Postal Services. At Independence it was
transformed into the Department of Posts and Telegraphs
with 21 Post Offices and 43 Postal Agencies. The portfolio
of services at the time also included the Post Office Savings
Bank. During this period the Post was at the centre of
communication and commerce. The letter was considered
the fastest mode of communication after the telephone,
which was however only accessible to the privileged few.
The Post was also at the centre of commerce, as most
purchases were mail order sources mainly from the
Republic of South Africa.

Since Independence, the Post has grown significantly,
with three entities that were under the aegis of the
Department of Posts and Telegraphs being incorporated
as parastatals due to the ever-changing market driven
needs.

In 1980 and 1982 respectively,  Botswana
Telecommunications Corporation (BTC) and Botswana
Savings Bank (BSB), were incorporated as parastatals.
The two companies had previously operated under the
auspices of the Department of Posts and Telegraphs. The
incorporation of BotswanaPost into a commercial arm of
Government followed in 1989, through the Botswana
Postal Services Act Chapter 72:02. This was as a result

of rapid developments taking place, including accelerated
development of telecommunications and the phone
becoming more and more accessible to the ordinary
citizen.

BotswanaPost is mandated to provide, develop, operate
and manage postal services in an efficient and cost-
effective manner and carry out other operations as well
as enter into bilateral agreements with other postal
administration on postal services matters.

BotswanaPost Today

Emerging technologies such as email, internet services and
cellular phones all followed, reducing the use of letters
as a preferred mode of communication. The Post is now
looking at harnessing Information and Communication
Technologies (ICT) to stimulate communication
particularly in rural areas as well as business growth in
other products like parcel mail and money transfer, which
are driven by electronic capabilities. We continue to build
on this legacy. Communities across the country yearn for
a Post Office, because of our ability to bring a basket of
services that no single service provider is able to offer.
Our profile continues to shift to that of a service provider
as we increasingly bring more services nearer to the
communities.

Our Products and Services

QOur products include the traditional mail and parcel
service, philatelic products, express mail, money transfers,
Kitsong centres and agency services such as the social
benefit payments and various services delivered on behalf
of third parties. Our subsidiary, Botswana Couriers, has
been extending value addition to customers by edging
more and more towards meeting their specific needs
through specially packaged services.
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Strategy Thrust - Icon of Exellence Strategy

Vision

We are an Icon of Excellence connecting people to each
other and the Globe.

Mission

To provide communities with Financial, Logistics, Postal,
Communications and Agency services, throughout

our network and partnerships with Government and

business.

Our Values

Botho Innovation

We act with respect, courtesy and humility in our We continuously seek ways to do our work better and
dealings with each other and our stakeholders. improve our service to our customers and partners.
Integrity Service Excellence

Our everyday actions are guided by honesty, We take pride in our work and strive for the highest
transparency and the highest ethical standards. standards of quality as befitting an icon of excellence.
Courage

We dare to dream, to think big, to embrace change, and
to stand by our convictions.



PERFORMANCE HIGHLIGHTS

for the year ended 31 March 2012

“The financial year ended 31st March 2012 was the first of what is our three year strategy. We had set ourselves some very
stringent targets in the year and much was achieved in terms of putting the necessary building blocks in place. However,
due particularly to funding challenges and consequent delays in implementing some key projects and initiatives, aimed at
driving performance towards our strategic objectives, progress against revenue, cost and profitability targets were slower than
anticipated. The organisation managed to improve Operating Profit to P4.7m, from a Loss of P4.8m in the previous year; a
remarkable 200% recovery. We are thus well on our way through our Strategic Plan with a BHAG; “500m Revenue Company
by 2014, with Cash Cost to Income ratio of 60%".
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The cash cost to operating ineome ratio has been
declining steadily from in excess of 1000/0 in
2009/10 to 96% in the year under review.

BotswanaPost has implemented a Cost Restructuring
and Containment strategy to improve our profit margins
and manage cash costs. To this end, a cross-departmental
team is in place, also focusing on instilling and promoting
a culture of cost awareness and management.

Total costs have remained above total revenue from
2008/2009 financial year, as adjustments were effected
to correct our financial records and interest costs
incurred on some project borrowings. Progress towards
implementation of an ABC costing solution, aimed at
identifying costs associated with products and services,
and informing pricing and universal service consideration
and decisions. The project is targeted for completion
during the first quarter of 2013/14. Restructured costs
and improved profit margins are expected, following
successful implementation of this project.

There has been a steady improvement in our bottom line
results from the heavy 2009/10 loss position through to
2011/2012. This trend is expected to continue into the
future as measures to improve organisational profitability
are continually implemented.
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CHAIRMAN STATEMENT
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It is with pleasure that | present the BotswanaPost Group
Annual Report for the year ended 31 March 2012, and
share with you our experiences during the period under
review. These have shaped and reinforced the strategic
direction we have taken.

The 2011/2012 financial year was a challenging but
exciting period for BotswanaPost as we pursued our
objective to be a world-class customer-focused postal
services provider that responds to the needs of all
communities, and delivers value to its shareholder.

The vulnerability of our diamond mining based economy
to global markets came to the fore during the period
under review, with the on-going Eurozone crisis having
a negative effect on the demand for diamonds. This
resulted in an adverse impact on our economy. A further
challenge was the beef industry’s challenges in exporting
beef to our largest trading partner and export destination.
However, we had a year of mixed results as conditions
improved towards the end of the financial period.

Chairman - Martin Makgatlhe

These market conditions notwithstanding, I'm proud to
say that BotswanaPost is on course to achieve its 2014
target to become a P500m company.

Our Performance

We had yet another good year. Revenues rose 17% to
P200m, while we managed to reverse last year's loss by
a turnaround of 200% to P4.7m, up from a loss of P4.8m
during the previous corresponding period.

That said we still have a long way to go.

The world over, traditional postal services are under
unrelenting pressure as a result of advancements in
technology and declining mail volumes. These widespread
developments which have afforded alternate means of
communications have created strong competition for us.

BotswanaPost as the exclusive postal operator in the
country has had to ensure access to postal services by



“This is the third year running that the Botswana Postal Services has made
an overall net loss. However this year there is an operating profit though it
has been wiped by financed costs arising from increased borrowings. This
position is likely to improve in the foreseeable future if the Botswana Postal
Services strategy to restructure itself to reduce costs and to diversify services
it provides in order to grow revenue bare fruits.” - The Auditor General

all citizens in Botswana, as part of the universal service
obligation. This obligation has come at great cost, and with
the challenging and changing operating landscape.

The Government’s decision to rationalise its institutions
and merge those with similar or overlapping mandates, to
improve efficiencies and leverage resources has resulted
in the proposed merging of BotswanaPost and Botswana
Savings Bank. The merger is of tremendous importance and
excitement to us given our infrastructure and unparalleled
national branch network. The merged entity will leverage
the strengths of both BotswanaPost and BSB to provide
postal and financial services, even out to rural areas reaching
our unbanked populace, enabling them to participate
meaningfully in growing the economy.

Obviously with opportunity comes challenges. Discussions
are on-going regarding the model of BotswanaPost after
the merger. We are confident that with our history of
adapting to change with tenacity, our Strategy will guide
the process, ensuring that we continuously remain abreast
of customer needs, including investing in technology and
continuous refining of processes.

This is why, for the last year, as BotswanaPost, we have
been actively engaging with the Shareholder to grant us
permission to access capital on the open market. As a
state-owned enterprise, BotswanaPost is precluded from
accessing the capital without first receiving the necessary
authority from the Government.

To be a fully-fledged commercial entity and still remain a
partner to Government, we need to invest in our offering to
keep us competitive. Both business and individuals need to
know that they have a partner, an agency, and an enabler
of improved performance and productivity in BotswanaPost.
Access to capital will enable us to do just that, to propel
ourselves to new heights. We await Government’s decision
on the matter.

Our Strategic Direction

BotswanaPost is focusing on becoming a commercial
operation. This is not to say we will neglect our main
mandate; the reason we exist is to ensure all Batswana
have access to postal services.

————————————————————————— s



CHAIRMAN STATEMENT continued...

During the year under review, the Board and Management
had a strategy review during which we set ourselves
some very ambitious targets in terms of revenue
growth and service delivery. | have no doubt that as an
organisation, backed by our employees and supported by
our Shareholder, we will accomplish these goals.

It is my pleasure to announce that we have started
leveraging some of our assets, such as our extensive
property portfolio, as part of efforts to diversify our
income streams. The focus is on unlocking the revenue
potential. We are reaching out to companies interested in
utilising our properties, many of them in prime locations,
for business. This is but one of the many ways with which
we are working towards commercial success.

Although just a year into our plan, we have already gained
a number of experiences that are guiding us along our
path to being a P500m revenue company by 2014. We
cannot wait to see what we will have achieved come
2014, when our growth and excellence plan comes to
fruition.

Corporate Governance

It was with great sadness that we bid farewell to retiring
Board members, Mrs Tsetsele Fantan; Ms Shirley |
T Segokgo, and Mrs Tekolo Modungwa, who served
BotswanaPost Board with great diligence, pride and
loyalty throughout their term as Directors.

I would like to thank them for their support and leadership
throughout this period. They will be sorely missed, and
we wish them the best in their future endeavours.

Government is expected to appoint two more non-
executive directors soon. We have absolute confidence
that Government will elect candidates who will serve
BotswanaPost to the best of their capabilities.

BotswanaPost is a company that strives to uphold the
highest corporate governance principles and standards.
We abide by the King Ill Code of Corporate Governance,
and strive to run an ethical business. The environment
in which we operate necessitates that we adopt fresh
thinking and a new way of doing things, that will position
us as a company of choice for individuals, businesses,

and Government departments in terms of the services we
provide. This will also assist us in becoming competitive
and viable.

Partnerships

The improved financial performance of BotswanaPost in
the year under review demonstrates the importance and
impact of partnerships.

Notable achievements in this regard are the many
partnerships entered into with entities in the private
sector, and also the strengthening of our relationship with
the Shareholder.

Although we can still do more, this is a very good and
encouraging beginning that should inspire confidence in
the company and undoubtedly shows its capacity to grow
in the right direction.

Competition

As BotswanaPost, we have accepted that competition is
part of the daily realities of operating in a changing market
where technology is giving birth to new and much more
innovative entrants. Even in areas that are the traditional
preserve of post offices, we have competition in the form
of businesses offering postal box services. In essence,
there is no sacred area.

We are facing competition in targeted areas and we
foresee this continuing. Due to our mandate of providing
and ensuring universal access of postal service to all
areas in Botswana, we cannot be selective and choose
where we can operate or offer our services, about where
we would rather be operating and offering our services.

Fortunately we have a silver lining. In the financial services
space, BotswanaPost has identified a gap in the provision
of simple accessible and relevant services. This we are
looking at offering throughout our extensive network of
outlets across the country.

We are also embracing technology full-on and investing
significantly in it. We believe such investment will go
a long way in driving our revenue growth as well as
improving efficiencies and our capabilities.
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CHAIRMAN STATEMENT continued...

Looking ahead

Looking ahead, | can confidently say we are on track
towards becoming the Icon of Excellence.

We have reviewed our strategy, redefined our goals and
objectives, and have a clearer view and understanding of
what works and what does not work. All we need to do
now is execute.

A key focus going forward will be to deliver Shareholder
value, and reconnect with our customers, and attract
new ones.

We will be focusing on further improving our efficiencies
with the intention to improve revenue growth and profit.
We also want to be a reliable and capable partner to
Government’s service delivery mandate.

Appreciation
The Board
Fellow Board Members provided advice, guidance,

supportand policy direction to the Executive Management
Team to deliver on business expectations.

Customers

Without our most important stakeholders’ support — our
customers — we would not be as driven in our quest
to make a meaningful difference in the lives of our
communities.

Employees

| would also like to take this opportunity to thank our
hardworking and loyal employees, without whom we
would not be able to deliver on our mandates and provide
an excellent service.

The story of BotswanaPost is one of perseverance and
optimism. We have set ourselves very ambitious targets,
which I'm very optimistic we will achieve. It is my belief
that if all stakeholders pulled together — our Shareholder,
the Board, Management, staff, customers and suppliers
—we will be a source of national pride as the Post Office
and an lcon of Excellence.

Thank you

Wans’”

Martin M Makgatlhe
Board Chairman
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Ke motlotlo go ntsha pego ya BotswanaPost Group
ya ngwaga e e fedileng ka Mopitlo a le 31, 2012 le go
kgaogana le lona maitemogelo a rona mo pakeng e.
Maitemogelo a, a betlile a ba a nonotsha ditogamaano
tsa rona.

Ngwaga wa madi wa 2011/2012 o ne o na le dikgwetlho
mme o tlhapisa pelo ka BotswanaPost e ne ya tsweledisa
letsholo la yone la go nna mmampodi wa mafatshefatshe
wa ditirelo tsa poso tse di eteleditseng pele ba re ba
direlang e bile o araba letlhoko la Batswana le go dira ka
manontlhotlho.

Goreketla gaitsholelo e e ikaegileng ka kepo ya diteemane
mo mmarakeng wa mafatshefatshe le madubadube a
itsholelo a kwa Europe a amile theko ya teemane bobe;
se se ne sa senoga mo pakeng e ke begang ka yone e.
Seemo se se amile itsholelo ya rona fela thata. Kgwetlho e
nngwe e nnile ya mhama wa nama mabapi le go rekisetsa
mogwebi wa rona yo mogolo kwa Europe. Le fa go ntse
jalo, re ne ra nna le maduo a a farologanyeng ka seemo
se ne sa tokafala fa ngwaga wa madi o tsamaela go fela.

Modulasetilo - Martin Makgatlhe

Mo godimo ga tse tsotlhe, ke motlotlo go le raya ke re
BotswanaPost e mo tseleng ya go fitlhelela tema e e
itshegetseng ya go nna kompone ya boleng jwa P500m
ka 2014.

Ka fa re dirileng ka teng

Ngwaga o, e ntse 0 monamagadi. Letseno le ne la gola ka
selekanyo sa lesome le bosupa mo lekgolong (17%) go
nna P200m, mme ra kgona go pitikolola ditatlhegelo tsa
ngogola ka selekanyo sa makgolo a mabedi mo lekgolong
(200%) go nna P4.7m, go tswa mo tatlhegelong ya P4.8m
ngwaga o o fetileng ka yone nako e.

Le fa go ntse jalo, tsela e sale mogoga moleele.

Ditirelo tsa poso lefatshe ka bophara di ka fa tlase ga
kgatelelo e e seng kana ka sepe ka ntlha ya go gatela
pele ga boranyane le go fokotsega ga tlhaeletsano ya
makwalo. Ditlhabololo tse, di re diretse kgaisanyo e e
mashetla.



“Ke ngwaga wa boraro ka go latelelana Botswana Postal Services e ntse e
sa dire dipoelo fa go gobokwa metswedi ya yone yotlhe ya madi. Le fa go
ntse jalo, monongwaga go na le dipoelo mo ditirelong le fa dipoelo tsa teng di
tserwe ke dikadimo tse di neng di le fa godingwana. Seemo se se lebega se ka
tokafadiwa mo bogaufing fa lenaneo la Botswana Postal Services la go ikaga
sesha go fokotsa ditshenyegelo le go atolosa ditirelo tsa yone ka maikaelelo
a go godisa letseno le ka tswa tema.” — Motlhatlhoba Dibuka Mogolo (Auditor

General).

Ka jalo, BotswanaPost, jaaka lekalana le eleng lone fela la
ditirelo tsa poso mo lefatsheng leno, le ne la patelesega go
netefatsa gore ditirelo tsa go nna jalo di bonwa motlhofo
ke setshaba sotlhe, jaaka e le tshwanelo ya tumalano ya
mafatshefatshe. Go diragatsa tshwanelo e, go tletse
dikgwetlho ebile go batla madi a mantsintsi.

Tshwetso ya Puso ya go kopanya makalana a puso a a
ntshang ditirelo tse di tshwanang mmogo, go tokafatsa
ditirelo le go somarela meamuso e sweditse go kopanya
BotswanaPost le Botswana Savings Bank. Kopano e, e
botlhokwa fela thata mo go rona e bile e re nametsa
pelo, bogolo jang re lebile dikago tse re nang le tsone le
makalana a rona go ralala lefatshe leno. Bokopano jo bo tla
tsisetsa Batswana ditirelo tsa poso le tsa madi, mme e bile
re tlaa goroga le kwa metseng selegae tota, re bo re thuse
batho ba ba se nang matlole a polokelo madi. Se se tla re
kgontsha go tsenya letsogo mo go godiseng itsholelo ya
lefatshe la rona.

Go papametse gore mantlenyane a, a tla tla ka dikgwetlho.
Dipuisanyo di tsweletse mabapi le tebego ya BotswanaPost
morago ga kopano e. Re na le tshepo ya gore tlwaelo ya

rona ya go nna bonolo, go fetoga le dinako le boitshoko
di tlaa nolofatsa dilo le go netefatsa gore re tswelela re
eteleditse pele letlhoko la ba re ba direlang.

Mo ngwageng o o fetileng BotswanaPost e ne ya buisanya
thata le Puso go re letla go adima madi mo mmarakeng.
BotswanaPost jaaka kgwebo ya Puso, ga e letlelelwe go
adima madi gope fela e sa rebolwa ke Puso.

Go nna kgwebo e e feletseng mme re le lekalana la Puso,
re tshwanetse ra beeletsa mo seabeng sa rona gore re nne
mo maemong a mantle a go ka phadisana. Dikgwebo le
batho ka bongwe ka bongwe ba tshwanetse go itse fa
BotswanaPost e le morongwa yo o ka ba kgontshang go
tokafatsa tiro le maduo a bone. Go bona madi a re a tthokang
go tlaa re kgontsha go dira ka bonatla le go ikolopela kwa
mankalankaleng. Re emetse tshwetso ya Puso mabapi le go
re rebola go ikopela madi mo mmarakeng.

Moono wa ditogamaano

BotswanaPost e tlhomile matlho a yone kwa go nneng
kgwebo e e dirang dipoelo, mme re sa ikgatholose
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moono wa rona wa konokono, e leng go netefatsa gore
Batswana botlhe ba bona ditirelo tsa poso.

Mo ngwageng o ke buang ka one o, khuduthamaga le
boeteledipele bo ne jwa sekaseka sesha maano a rona
mme ra itshegela tema e e kwa godimo thata go godisa
letseno le go ntsha ditirelo tsa maemo a a kwa godimo. Re
le BotswanaPost, ke dumela gore re ka kgona maitlamo
a ka seabe sa badiri, le ba re tshwaraganetseng kgwebo
le bone.

Ke itumela go le itsise fa re setse re simolotse go sekaseka
ka fa re ka akolang metswedi ya madi mo dikagong tsa
rona tse di anameng le lefatshe le. Re itshwaragantse le
dikompone tse di ikemetseng go bona ditsela tsa go ka
tlhabolola dikago tsa rona go atolosa metswedi ya go dira
madi.

Le fa re setse re na le ngwaga fela re ntse re le mo
lenaneong la rona, re setse re nnile le maitemogelo a le
mmalwa a go re baya mo tseleng ya go nna kompone ya
boleng jwa P500m ka 2014.

Botsamaisi

Ka maswabi re ne ra kgaogana le maloko a khuduthamaga
a a neng a tlogela maemo a bone morago ga go tla
bokhutlong ga lebaka la gonna maloko; Mrs Tsetsele
Fantan, Ms Shirley Segokgo le Mrs Tekolo Modungwa
ba ba neng ba direla khuduthamaga ya BotswanaPost ka
maatlametlo a magolo le ka boineelo.

Ke rata go ba lebogela kemonokeng le bogogi jwa bone.
Re ba eleletsa masego le matlhogonolo.

Puso e tshwanetse go tlhoma maloko a mangwe mo
bogautshwaneng. Re na le tsholofelo e e tletseng gore
Puso e tlaa tlhopa batho ba ba tlaa direlang BotswanaPost
ka boineelo.

BotswanaPost ke kompone e e ikemiseditseng go
sala morago tsamaiso ya kgwebo ya maemo a a kwa
godimodimo. Re obamela melawana ya botsamaisi ya
King Il e bile re itlamile go dira dilo ka tlhamalalo. Re
itama go nna kompone e e ratwang ke botlhe; batho
ka bongwe ka bongwe, maphata a Puso le dikgwebo.
Se gape se tlaa re thusa go kgona phadisanyo le go nna
kgwebo e e ikanyegang.

Ditirisanyo

Go dira sentle ga BotswanaPost mo ngwageng o re
o sekasekang o, go supa botlhokwa le boleng jwa go
tshwaraganela kgwebo le ba bangwe.

Diphitlhelelo tse di bonalang, ke botsalano jo re bo dirileng
le dikompone tse di ikemetseng le go nonotsha kamano
ya rona le Puso.

Le fa go sa ntse go le gontsi mo go ka dirwang, e ke
tshimologo e ntle thata e bile e tiisa moko.

Phadisanyo

Re le BotswanaPost, re amogetse gore phadisanyo e
teng, bogolo jang mo seemong sa mebaraka e e fetogang
kgapetsakgapetsa e tsiswa ke boranyane. Se se amile
le dikarolo tse ka tlhago di itsegeng e le tsa Poso fela, ka
gompieno jaana, re bona re phadisanya le bagwebi ba ba
bapatsang matlole a poso.

Re lebaganwe ke phadisanyo mo mehameng e e rileng
mme e bile go lebega se se tlaa tswelela. Ka ntlha ya
tumalano ya mafatshefatshe ya go isa ditirelo tsa poso
kwa sechabeng ga re kake ra tlhopha gore re direla kae
ga re direle kae.

Mo ditirelong tsa madi, BotswanaPost e lemogile
diphatlha mo ditirelong tse di isiwang kwa bathong. Re
ikaelela go tla ka ditirelo tse batho ba ditlhokang go ralala
lefatshe leno lotlhe.

Gape re inaakantse le tiriso ya boranyane ka re dumela fa
tiriso ya jone e ka godisa letseno le go tokafatsa bodiredi
jwa rona.

Kwa re go yang

Fa ke leba kwa pele ke bua ke le motlotlo gore re mo
tseleng e e siameng ya go nna sekgantshwane sa
bodiredi jwa boleng.

Re sekasekile maano a rona, re betlile maitlamo le
maikaelelo a rona, re tlhaloganya sentle gore ke eng se
se ka dirang gore re fitlhelele maitlamo a rona. Se se re
saletseng fela ke go diragatsa Maikano a.



Se segolo se re tlamegang go se netefatsa ke gore ditirelo
tsa rona di kgotsofatsa Puso, le go itse se badirisi ba se
batlang le go ngoka badirisi ba basha.

Re tswelela ka go tokafatsa ditirelo tsa rona go rotloetsa
letseno le dipoelo.

Re batla go nna kompone e e ikanyegang e bile e na le
bokgoni jwa go isa ditirelo kwa setshabeng mo boemong
jwa Puso.

Malebo

Khuduthamaga

Maloko a khuduthamaga-ka-nna a ne a thusa boeteledipele
ka dikgakololo, bokaedi le kemo nokeng gore ba kgone go
diragatsa maitlamo a a solofetsweng mo go bone.

Badirisi

Ke leboga kemo nokeng ya badirisi ba ditlamelo tsa rona,
ba ba re tiisang moko go kgothala go dira pharologanyo
mo matshelong a Batswana.

Badiri

Ke rata gape go tsaya sebaka se go leboga badiri ba rona
ba ba dinatla e bile ba ikanyega. Fa e ne e se ka bone re
ka bo re sa kgona go diragatsa moono wa rona le go ntsha
ditirelo tsa maemo a a kwa godimo jaana.

Fa re bua ka BotswanaPost re bua ka boitshoko le go
ngangatlela tsholofelo ya gore dilo di tlaa tokafala. Re
itshegetse tema e kgolo, e ke solofelang re tlaa e kgona.
Ke tumelo ya me gore fa batsaya-karolo botlhe ba ka
gogela ntlha e le nngwe fela — Puso, khuduthamaga,
baeteledipele, badiri, badirisi le ba re rekang mo go bone
—re ka nna motswedi wa serodumo sa Setshaba.

Ke a leboga

Martin M Makgatlhe
Modulasetilo wa Lekgotla la Botsamaisi

m13
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CORPORATE GOVERNANCE

Botswana Postal Services t/a BotswanaPost is a
statutory corporation established under the Botswana
Postal Services Act no.22 of 1989. As a state owned
commercial enterprise BotswanaPost is accountable to
the Government as the Shareholder and the wider public.
In recognition of this responsibility, the Board retains full
and effective control over the Organisation and provides
strategic direction to Management. The Board is also
responsible for ensuring compliance with all relevant
laws, regulations and codes of business practice. It has
therefore committed itself to the highest standards of
corporate governance through a Board Charter, guided by
the King Il Code on Corporate Governance.

Group Governance Structure

Botswana Postal Services has a 100% owned subsidiary,
Botswana Couriers (Pty) Ltd. The two entities together
form the BotswanaPost Group. Strategy and Policy
direction are set at parent organisation level and the
subsidiary develops its own strategy and governance
framework in line with the group structure. Where policy
developed is applicable to the whole group, the subject
policy includes express provisions to that effect.

Board Structure and Composition

In accordance with the Botswana Postal Services Act, the
Minister of Transport and Communications has a duty to
appoint a Board of Management comprising eight non-
executive Directors, including the Chairman and one ex-
officio Director, the Director General. In appointing the
Directors, the Minister takes into account the balance of
skills, experience, professional and industry knowledge
necessary to realise the corporate mandate of operating
and managing postal services along commercial lines.

Directors are appointed for a period not exceeding four
years while the Chairman is appointed for a three year
term. In determining the Directors’ tenure, the Minister
ensures that the tenure of not more than one third
of the members expire in any one year. This is aimed
at ensuring business continuity and preservation of
corporate memory.

Board Meetings

The Board meets at least four times a year. The role
of the Board is to set strategic direction, development
of key policies, approval of budgets and monitoring
and implementation of the approved strategic direction
through periodic reporting by Executive Management.
During the year, the Board met seven times.

Board Remuneration

The Board is remunerated at rates prescribed by the
Government of Botswana from time to time. During the
year, the remuneration rates were as follows:

Board Chairman
Vice Chairman
Directors

- P1050 per sitting
- P950 per sitting
- P840 per sitting

Board Committees

In terms of the Board Charter the Board may delegate
any of its powers to subcommittees as it may deem
fit. In light of this three Board Committees have
been set up, namely Finance and Audit, Tender, and
Human Resources. The Board has delegated some
of its powers to these designated Committees. Such
delegated authority is expressed and where it has not
been expressed, the Committees recommend the final
decision to the Board. This however does not transfer
any of the responsibilities of the Board to the respective
Committees. The Board remains ultimately accountable
and responsible to the Shareholder for the performance
and affairs of BotswanaPost.

Finance and Audit Committee

The function of the Committee is to assist the Board
in the evaluation of the adequacy and effectiveness of
the internal control systems, accounting principles, risk
management and auditing processes applied in the day
to day management of the business. It comprises a total
of four non- executive Directors.



BOARD OF DIRECTORS

1. Mr. Martin Makgatlhe

Chairman
Dr. Alinah Segobye 5. Ms. Shirley I. T. Segokgo
Vice Chairman (Not in picture) Board Member

2. Mr. Nathan Kgabi 6. Mr. Polokoetsile P. Motau
Board Member Board Member

3. Mrs. Hilda Mocuminyane-Rabashwa 7. Mrs. Tsetsele Fantan
Board Member Board Member

4. Mr. Pele Moleta 8. Mrs. Tekolo Modungwa
Director General Board Member

e ————————————————————————— —
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CORPORATE GOVERNANCE continued...

During the year, the following Directors were on the
Committee;

Mr P.P Motau - Chairperson
Dr. A. Segobye - Member
Ms. S. I.T. Segokgo - Member

Mrs. T. M. Modungwa - Member

Tender Committee

The responsibility of the Tender Committee is to ensure
that all tenders are addressed in a transparent and
procedural manner, in order to enhance an effective
control environment in the procurement processes of
the Organisation. The Committee has delegated financial
authority that is reviewed from time to time.

During the year, the following non-executive Directors
were on the Committee
Ms. S. I.T. Segokgo - Chairperson

(elected Chairperson on 17th

February 2011)
Mrs. T. C. Fantan - Member
H. M. Rabashwa - Member (from August 2011)
Mr. N. Kgabi - Member

Human Resources Committee

This Committee servestocreate Organisational structures,
culture, policies and processes that support development
and optimisation of the potential of employees. It is also
responsible for ensuring that employee recruitment and
remuneration are aligned to the business strategy.

During the year, the following non-executive Directors
were on the Committee

Mrs. T.M. Modungwa
Mrs. T.C. Fantan

H. M. Rabashwa

Dr. A. Segobye

- Chairperson

- Member (until August 2011)
- Member (from August 2011)
- Member

Compliance

The Annual Report for the 2011/12 financial year
was presented to the Minister of Transport and
Communications no later than six months after the end
of the financial year as required by section 22(1) of the
Botswana Postal Services Act. The honourable Minister
had granted BotswanaPost authority to submit outside
the stipulated timeframe.

Code of Ethics

The draft code was considered by the Board and it is
pending finalisation and formal adoption. The code is
intended to ensure the Board's commitment in bringing
bear the highest level of intergrity in corporate decisions
and in the way in which the BotswanaPost Group comes
out its business all round.

Internal Audit

During the last reporting period, the Board adopted the
Internal Audit Charter. This Charter assists in ensuring the
independence of the internal auditor by defining reporting
lines and providing for direct access to the Chairperson of
the Finance and Audit Committee and the Board.

Risk Management

Enterprise Risk management system was introduced
in order to ensure coordination of activities and help in
determining the effectiveness and adequacy of controls.
A risk profile was also developed in line with the
organisational strategy. Risk Management will become
fully operational during the next financial year and the
management focus will be on the effectiveness of the
overall risk management process monitored by the
Finance and Audit Committee.
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CORPORATE GOVERNANCE continued...

Going Concern

The Board has considered the position of BotswanaPost
and is of the opinion that the organisation shall be a going
concern in the 2012/13 financial year.

Board and Board Committee
Meeting Attendance

The Directors attended scheduled Board and Committees
meetings. Where they could not attend, due explanation
was given to the Board Chairman and/or Committee
Chairpersons accordingly.

/NAME BOARD FINANCE HUMAN TENDER
AND AUDIT RESOURCES COMMITTEE
COMMITTEE COMMITTEE
Meetings Meetings Meetings Meetings
Attended Attended Attended Attended
M. M. Makgatlhe 6/7
P.P Motau
App: 01/07/10 6/7 6/7
N. Kgabi
App: 01/07/10 6/7 2/5 2/3
H. Rabashwa
App: 01/04/11 3/7 3/5 2/3
A.S. Segobye 6/7 5/7 1/5
T. M. Modungwa 6/7 6/7 5/5
T.C. Fantan 4/7 5/5 2/3
S.I.T. Segokgo 717 5/7 3/3
K. P. Moleta 7/7
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EXECUTIVE MANAGEMENT

Setshedi Botlhole-Mmopi Cornelius Ramatlhakwane Leatile Medupe Pele Moleta
Head Finance Head Business Development GM, Botswana Courriers Chief Executive

f

Ruth Mphathi Enoch Mushango Ahmed Mangera Lebogang Bok
Head Strategy & Governance  Head Internal Audit Head IT & Security Head Communications

Kabelo Ntobedzi Yame Nkgowe Thato Kewakae Enerst Mosate
Head Retail Head Customer Service Manager Special Projects Company Secretary

o/

Peter Meswele Ogone Gaboutloeloe Booster Nkomba Kamogelo Chiusiwa

Chief Transformation & Head Government Head Property & Head Human Resources
Change Agent Regulatory & Administration Services

International Affairs
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BUSINESS AND OPERATIONAL REPORT

| am pleased to report that BotswanaPost continued to
make greater strides towards its goals of modernisation
and diversification. Our Strategy review was endorsed
by the Board, and we have subsequently distilled the
strategy into eight key objectives. This strategy will help to
transform the Post Office into a modern, high-performing
organisation.

These eight objectives are: developing and implementing
a cost containment strategy and improve profit margins,
unlocking revenue potential of the property portfolio,
growing and diversifying product and service offering,
and growing and utilising a multichannel approach. This
is in addition to optimising the retail network, optimising
logistics capability, transforming the workforce, and driving
active shareholder and regulator engagement.

Elsewhere in the world, high-performing postal operators
are using the information, communications and technology
(ICT) sector to tender a broad range of services. They are
diversifying their services to include financial services and
e-commerce, as well as their traditional offering. They
work as private companies, even if they are owned by
Government.

Chief Executive - Pele Moleta

To emulate such success, our employees must be enabled
to function in a corporatized environment with Government
as the shareholder.

There are many alternatives to traditional postal services.
We have to position post offices as service centres of
excellence which enable customer convenience.

If we do not take advantage of this opportunity, someone
else will and BotswanaPost will become increasingly
irrelevant.

Enabling customer service

During the past financial year, we were able to take
full responsibility for social benefit payments from
Government. Before our involvement, payments would
be made over an entire month. WWe now pay all 125 000
beneficiaries, in over 620 locations, within the first ten
business days of the month, across villages, towns, cattle
posts and farms.

We would like to build on this success by enabling other
Government departments to reach their customers using
our network.



“The financial year ended 31st March 2012 was the first of what is our three year
strategy. We had set ourselves some very stringent targets in the year and much
was achievedinterms of putting the necessary building blocksin place. However,
due particularly to funding challenges and consequent delays in implementing
some key projects and initiatives, aimed at driving performance towards our
strategic objectives, progress against revenue, cost and profitability targets
were slower than anticipated. The organisation managed to improve Operating
Profit to P4.7m, from a Loss of P4.8m in the previous year; a remarkable 200%
recovery. We are thus well on our way through our Strategic Plan with a BHAG;
“500m Revenue Company by 2014, with Cash Cost to Income ratio of 60%”.

Botswana, as a large and arid country, is characterised by far-
flung settlements. In such an environment, BotswanaPost has
an important role to play in enabling access to government
services. Our e-services strategy would enable Botswana
citizens to access government services over the internet
regardless of their location. In addition, rural customers, who
previously could not access computers, would be able to fill
out official applications at their local post office for delivery
to the relevant departments. In this way, post offices can
themselves become Government service centres. In future,
local post offices will be able to handle applications for
national identity documents and passports. A commissioner of
oaths, at the branch will be able to authenticate documents.

The days when rural communities had to travel long distances
to pay for services at different government departments
may soon be over. We will make it possible to connect and
perform these transactions in every community through their
local post office.

As the Botswana Power Corporation moves more customers
to prepaid electricity, post offices would also become
electricity retailers.

We are investigating e-Post services, which will allow
customers to access services without visiting our bricks and
mortar branches. We already allow online payment for
certain goods and services, and we also act as an agency for
other entities via our portal.

BotswanaPost has sponsored a pilot project with basket
weavers in the far north of the country. Their products are
sold via our online portal, with our couriers delivering them to
the end customer. This is just one way in which we are able to
connect communities and enable small business and medium
business join the worldwide trade.

We envisage that utility and bill payments may also be accessed
online in the future. This would assist our sister organisations
and other service providers, as well as consumers.

Employee development

Staff training is a necessary part of our transformation
journey. As our operations become increasingly automated,
our people will need to acquire new skills. We predict
that automation will become a key driver of effective
organisation and staff performance management. Staff
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BUSINESS AND OPERATIONAL REPORT continued...

performance will be measured more accurately, enabling
more appropriate employee reward and recognition.

We are supporting and capacitating our employees to
handle these changes as we work fairly and transparently.
The culture we build must be the culture we want, which
will speak to the values of BotswanaPost.

We are committed to keeping employees involved and
informed of developments as and when they occur.

We will complete refurbishment of our head office in
October 2012. All of our staff will be accommodated in
modern, open-plan office space in the tower block. Half of
the building has been set aside as a rental annuity avenue.

The refurbishment of our head office has provided an
opportunity to change our environment and enable our
workforce to better suit the organisation’s requirements
and service customers more effectively.

Our Management team has been strengthened to bring in
the aspect of customer services and to prepare for change
in the regulatory environment.

Merger with Botswana Savings
Bank

Our plans to merge with the Botswana Savings Bank have
not yet come to fruition. However, we remain hopeful that
the merger will go ahead in future. Parliament is reviewing
the Act governing the BotswanaPost, the Botswana Savings
Bank and the Botswana Couriers, which are currently three
separate entities.

Such a move would enable us to maximise group
capabilities to raise efficiencies and provide more services
to our customers.

Meanwhile, several new banks have entered the market. It
is prudent that decisions are made timeously so we do not
lose the competitive edge our merger would bring to the
market. While we wait for a decision from Parliament, we
are using our network to reach communities where these
new banks are not located.

Driving efficiencies for greater
customer satisfaction

We now service Batswana via 121 post offices, which
are wholly owned by BotswanaPost, and 78 community-
owned postal agencies. In May 2011, we began rolling
out real-time online tracking of transactions and services
through our network. This project has now been completed
across all our post offices, reducing costs and increasing
efficiencies. As a result, we are able to serve more
customers than previously.

We are continuing with staff training and the revamp of
our processes. Previously, most BotswanaPost operations
relied on manual processes. We are now setting up
automated processes in order to serve more customers on
a real time, on-line basis. We have successfully embedded
automated mail sorting within our operations. A pilot project
in Gaborone this year will test our capabilities to delivery to
households using this system.

Improving delivery times

Our fleet modernisation programme has helped us to
improve delivery standards, along with automation. We
now have 150 vehicles throughout the BotswanaPost
Group and have substantially improved delivery times.
Previously, our standard delivery time was J + 5 business
days. In the last financial year, we achieved J + 3 for 90
percent of deliveries. Before automation, we struggled
to achieve delivery times of J+6. (Where J is the day of
posting).

This result is particularly meaningful as we have only two to
three deliveries a week in some remote areas. Despite this
constraint, we have been able to deliver parcels and letters
to these communities within a relatively short timeframe.

Our target now is to ensure that 100 percent of deliveries
meet the J+3 timeframe. This means that irrespective of
destination, deliveries will be within three business days
of posting. These improvements may be small initially, but
they represent a step-change in service levels. Guaranteed
delivery times allow businesses greater certainty in
corresponding with customers. Getting post to the people,
on time, every time, will always be a priority for us.
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BUSINESS AND OPERATIONAL REPORT continued...

Financial crisis

Some local businesses have been affected by the
global financial crisis, which has forced them to review
their methods of communication. In certain instances
businesses have opted to stop sending letters via the post
office to their customers.

We are, however, convinced that letters remain an
essential tool for businesses to stay in touch with their
customers, suppliers and associates. It is still the cheapest
way to connect with customers in a personalised manner.
While email and Short Message Service (SMS) may offer
alternatives, particularly in outlying areas they may still be
inaccessible. In many of our delivery locations, there is no
network coverage.

Ourincome has been impacted by the reduction in volumes,
although our diversification programme is starting to show
growth.

Another setback was that our tariff proposal made in
2010 was only approved in 2012 - after the review period.
This meant that for a year our earnings came in below
projections, and costs eroded whatever margins we had
built.

Our challenge now is to develop the ability to make timely
business decisions, while taking into account Shareholder
interest and all the necessary approvals for our projects.

Courier Company

Our courier company continued to build synergies and
partnerships, particularly in tracking and speeding up
deliveries.

As an example of this competence, BotswanaPost
through the courier company securely delivered all school
examination papers, as well as collecting and returning
them to the authorities. All these documents are tracked
and traced at any time. Our courier company is looking to
expand this product. However, private companies pose
a potential challenge as they are not subject to the same
regulations. They can therefore move faster and more
aggressively.

Financial performance

BotswanaPost's year-on-year growth has not yet reached
targeted levels, as a result of our funding constraints. We
have delayed certain revenue-diversification projects in
order to focus on core operations. However, we are still
optimistic that these projects will be put into operation.
We expect that a sizeable amount of future growth will
come from sitting assets. In the short-term we will grow
our fixed assets at a faster rate because we are building
infrastructure. This infrastructure will enable us to achieve
income growth.

We are progressively diversifying our revenue sources,
particularly in the realm of financial services, IT and
e-commerce. Our e-services will grow to complement
the e-government programme. We are excited about the
opportunities that will come from automation, as we can
render services on behalf of other businesses to their
clients on a real-time basis.

Appreciation

On behalf of Management, I'd like to thank our partners
for recognising our potential, making use of our services,
and supporting us to develop our infrastructure. In
particular, thank you to our shareholders for supporting
our modernisation initiative. Our efforts only become
meaningful and useful when customers use them. Thank
you for the feedback which enables us improve. We look
forward to greater proactivity from the Shareholder in
enabling us to reach our strategic goals.

Thank you also to our staff and to our customers, who
continue to support us and to embrace our drive for greater

performance.

Much appreciation to the Board for continued focus on the
strategy - the Journey to Excellence continues.

Le ka moso,

[l ot

Pele Moleta
Postman






HUMAN RESOURCES

Workforce Transformation

In Transforming the Workforce, we seek to introduce
new skills, behaviours and culture to drive the level of
performance required for the realisation of this strategy.
This will ensure that employees of the new organisation
are ready, motivated and able to perform in the new
environment.

In keeping with the lcon of Excellence Strategy with a
specific focus on the Work Force Transformation a
robust Human Resources Strategy which is geared
towards the creation of a High Performance Organisation
was developed to attract, retain talent and reward
performance.

Vision of HR Strategy

“We are recognised as a high performing employer of
choice attracting the best talent in the market;
inspiring and striving for excellence.”

Mission

We drive Business Performance by inspiring people to
strive for excellence through clear policies and guidelines
on attracting and retaining talent, recognition and reward
and a continuous learning environment.

Through this Mission and Vision we seek to create an
empowered workforce, who espouse the values of
BotswanaPost, harnessing their talent and enabling
them to perform at their best as true partners in our
journey to excellence. In order to support the effective
implementation of the HR Strategy we have reviewed
our structures in order to ensure that we deliver on our
promise.

Management of Change

Our Journey to Excellence is also managed through a
Transformation and Change program which, through the
Human Resources supports the implementation of the
Strategy. For us to effectively transition from a traditionalist
postal operator to a service provider, we need to ensure
that we manage all the changes that are taking place and

mitigate the risks associated with change. This will be
achieved through the active involvement of all employees
ensuring that they buy-in, understand and commit to the
change.

Recruitment and Staff Retention

Recruitment, staff retention and perfomance
management is a crucial part in ensuring that we
have high performers at BotswanaPost. We need to
ensure that we have the right people in the right jobs,
appropriately resourced to do their jobs. Our recruitment
efforts are geared at ensuring that we recruit the best
in the market and accordingly retain them. Through our
talent management initiatives, we will help to catapult the
organisation to higher levels of performance.

Development

Becoming an icon of excellence means that we really
need to be able to demonstrate what excellence “looks
like”. Our Learning and Development initiatives place
emphasis on empowering the individuals to take charge
of their own development, in keeping with the principle
that Learning is 70% on the job, 20% from experts/
consultants and 10% classroom. In creating and enforcing
a culture of learning we have embarked upon the process
of rolling out the Investment in Excellence programme
to all employees throughout the organisation. Investment
in Excellence empowers the individual by unleashing
their potential first by getting them to understand who
they are, how to get the most out of life, how to function
effectively as individuals within their immediate teams
and the wider organisation and community. So far all
BotswanaPost EXCO members and at least 70 per cent
of the managers have undergone this programme.

Staff Welfare

While we continue to improve the lot of all our employees,
in the previous financial year, 2010/11, we had increased
the company pension contribution from 8 to 11 percent.
In the year under review, 2011/12 financial year, the
company contribution to pension again went up from 11
to 15 percent.

@ _________________________________________________________________________________






HUMAN RESOURCES continued...

The move to hike the company contribution to pension
was part of our efforts to make sure that we improve
staff welfare and ensure that they will have a decent
pension at retirement, a move which was appreciated by
our key stakeholders, staff and the unions.

As part of our wellness programme November, 2011 was
a dedicated wellness month which culminated in events
promoting health and fitness being held at clusters across
the country.

BotswanaPost Directors and employees participated
in the wellness issues with emphasis on the need to
keep fit and healthy. The events promoted employee
ownership of their own health and provided the attending
workers the opportunity to undergo tests among others
hypertension, diabetes and HIV. Owing to the success of
the wellness month and the positive feedback from staff
we are considering making it a bi-annual event.

We also continued our successful participation in
regional games for SAPOA (Southern African Post Office
Association) which were held in Zimbabwe. While we
were winners in 2008, 2009 and 2010 and kept the
floating trophy, in 2011 we were second behind the host
nation Zimbabwe. Preparations for these events are led
by employees through the Sporting Club, supported by
the organisation and hosts a number of sporting events
throughout the year.

The promotion of Health and Welfare is part of our
“"Employee Experience” which remains key to our
success as an organisation and we believe it is what will
differentiate BotswanaPost as an employer.

Industrial and Employee Relations

In the period under review our relations with staff and their
Union, which represents close to 70 percent of the staff
representatives improved as demonstrated by the level
of cooperation and number of agreements concluded.
While we were not able to increase salaries through the
collective bargaining process we were instead able to
agree to increase BotswanaPost contribution towards
pension. We will continue to cultivate a good working
relationship with the Union whom we recognise as a key
stakeholder and as well as the staff in general.

Despite challenges pertaining to disciplinary matters
in the previous year, particularly on issues surrounding
dishonesty, we have noted a reduction of such incidents,
which can be attributed to management interventions.
To this end we will continue to educate staff on how
to conduct themselves and Managers to deal with
disciplinary matters. So far we are satisfied that education
and consequence management are having the desired
effect.

In an effort to create a harmonious work environment we
participated in a number of surveys such as the Deloitte
Best Companies To Work For survey and the Leboa Self-
assessment survey. These surveys indicated areas where
we excel as well as areas which need improvement.
Accordingly areas of improvement have been incorporated
into our future strategies and interventions. In future we
will continue to participate in these surveys in order to
gauge our level of improvement.

Staff Rationalisation

We continuously review structures and skills in the
context of our strategy; we embarked upon a process of
rationalisation in our Finance and Information Technology
departments, which resulted in 35 employees leaving the
organisation through staff rationalisation. As the process
was voluntary there were no major industrial relations
issues emanating thereof.

We are continuing to implement the staff rationalisation
process throughout the organisation and usher in a
complement of skilled employees to deliver on our
strategy. This will be the main focus for the next financial
year. We are aware that changes and realignment have
a potential to affect employee morale and this will be
appropriately managed.

pt@ ___________________________________________________________________






CORPORATE SOCIAL RESPONSIBILITY

As part of our commitment to the communities in which
we serve, the BotswanaPost Foundation was registered
in November 2011. Going forward, our intention is that all
our Corporate Social Responsibility (CSR) initiatives will
be housed within this Foundation.

In this way, our dedicated Trustees are able to ensure
that our work in this field is relevant and impactful, and is
in line with our mission to reach out to the communities in
which we operate. Our responsibility to our communities
cannot be put on hold until we make a profit. Usually,
such a Foundation is funded from profit, but in this case
we have funded the BotswanaPost Foundation from a
portion of the entire Post’s annual budget.

Our annual Chairman’s Golf Tournament, first held in
2010, was repeated in 2011, and this time was used to
raise funds for the Foundation. We remain appreciative
of the support we receive from participating golfers and
business partners. We will also be considering other
sources of funding, and will potentially partner with other
Foundations.

Three of our Trustees are staff members, who were
chosen for their passion for social responsibility initiatives
and who have previously initiated fund-raising activities,
for the children’s ward at a local hospital, and for the
education of a student in the Central Region respectively.
These staff-led initiatives have been integrated into the
Foundation as part of an Employee Programme. \We are
encouraging BotswanaPost staff members to put forward
proposals for support or funding of possible projects in
their areas of operation. We believe staff members are
more likely to be in touch with community needs and so
their proposals carry greater relevance.

The founding Board of Trustees are:

Bernard M.S Letsididi

Boitumelo Keitumetse Mothibamele
Keolebogile Pele Moleta

Hilda Dipopo Mocuminyane - Rabashwa
Pelonomi Ratshwene-Lesedi

Bakhwi Ngwato

Our areas of focus are education, information and
communications technology (ICT), youth empowerment,
arts and culture, the environment, and community
development  support. We prefer to support
empowerment initiatives rather than once-off donations,
with the potential to be self-sustaining. All projects should
be structured as joint ventures with the beneficiaries.

For example, we recently donated computers and printers
to a local clinic in Mabule village in the Southern District.
We have committed ourselves to technical maintenance
for the clinic, but we have not committed ourselves to
replacing the computers when it becomes necessary.
The institutions themselves must take ownership of their
assets.

During the review period, we adopted the Postal
Monument sites (postal trees), and have signed a
Memorandum of Understanding with the Department
of National Museum and Monuments charged with the
responsibility to preserve monuments to this effect. The
three trees adopted have a rich history of the Post Office
as they were used in the past as dispatch and collection
points for mail. The local communities will now be able to
explore the potential for developing tourism attractions
on these sites in order to generate income.

These projects have marked the start of our work as
the BotswanaPost through our Foundation and we look
forward to deepening and sustaining the initiative over
time, while also embarking on new, meaningful ventures
of benefit to the community.

— Chairman (former Board Director & Chairman)
— Vice Chairman (staff member)

— Trustee (current Chief Executive)

— Trustee (current Board member)

— Trustee (staff member)

— Trustee (staff member)
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FINANCIAL REVIEW

As BotswanaPost, we set ourselves some very stringent
targets during the financial year under review. While we
did our best to achieve many of them, we were not able
to attain some due to market conditions and other factors
beyond our control.

This had a material impact on our ability to meet revenue
and profit targets, contain costs, and implement some
of the key plans we had in place to meet our strategic
objectives.

Financial Performance

BotswanaPost posted revenue growth of 17% to P200m
during the year ending 31 March 2012, missing the set
target by 1%. The company managed to improve its
operating profit to P4.7m from a loss of P4.8m in the
previous period. This presents turnaround and gives staff
validation of our strategy.

Responsible for this turnaround is undoubtedly our
diversification strategy, which seeks to ensure that
BotswanaPost draws income from multiple streams.

Managing costsand otherexpenses

A key focus for the year under review was containing
costs; achieve a balance between this and revenue
growth. Though we have made progress in this regard,
we intend to do much better.

Cash costs during the 2011/2012 financial year increased
by 14.6%. Responsible for this increase was airtime
sales. This is a highly competitive area of the business
because we are up against retailers. It is also volume-
based, meaning to achieve acceptable margin growth;
we need to push the volumes up significantly.

Administrative expenses also increased sharply during
the reporting period. That said, we were able to reduce
operating expenses by P5,039m, an improvement from
P132m in 2010/2011.

A key expense this year was the need to tighten security.
Our role as an agency services brokerage to Government
with regard to social grants, payment of farmers, and so

forth, has made us vulnerable to criminal activities. In
recognition of this, BotswanaPost invested significantly
in improving its security.

Total comprehensive income for the year was therefore
low at P5m, a significant decline from P10m in the
previous corresponding period.

We also completed our infrastructure optimisation
project, which is key to our ability to deliver on the Icon of
Excellence strategy. This entailed the implementation of
two key IT projects, namely the infrastructure optimisation
and counter automation. Part of the objective of this
investment is to ensure our systems are compatible
to those of our partners particularly in the provision of
access to financial services. These systems are also on-
line on a real time basis.

Challenges

In 2012, BotswanaPost had envisaged a tariff increase,
which did come but after the reporting period under
review in April.

Access to capital was yet another challenge that impacted
on our performance this year.

In the year of belt-tightening, where our Shareholder is
pursuing a strategy of rationalisation, it was essential that
we source funding elsewhere to ensure that we meet our
strategic objectives.

Itis my pleasure to report that BotswanaPost managed to
secure capital of P100m in the open market, which also
came through outside the reporting period.

It is important, challenging as it is, that BotswanaPost
perseveres on its mandate to deliver universal access to
services, but Government needs to play a part in enabling
this. This will continue to be our objective, which we
will pursue concurrently with our plans to become a
commercial entity. We believe we have the capabilities
and commitment to pursue both responsibilities.



anaPost &

whatever wherever

ministry of
youth, sport and culture

Excelience. Botshelo Creativity.

minist
youth <

Excellence. B




OUR STRATEGIC DIRECTION

Profit and Margins

BotswanaPost reported a net loss of P2.6m during
2011/2012 from P7m in the previous year. This was due
to our interest cost, which was much higher at P8.8m in
2012. This is a cost that we will incur as we find alternative
sources of funding.

We nonetheless reported a loss of P7, 471m, which is a
slight improvement from a loss of P10,730 in 2010/2011.

Mail revenue

One area built into the budget was the expected growth
from mail revenue, which we had targeted to grow
by 30%. We had expected increased business from
Government departments. The plan was to set up mail
rooms within the various Government departments to
improve on deliveries.

Priorities in 2013

EMS and hybrid mail performed very well during the
period under review. Hybrid mail recorded strong growth
of 37% albeit off a small base. \We are optimistic that this
is going to be an area of growth for BotswanaPost. It is
clear that our intended transition from a traditional post
into a service provider postal model to grow the revenue
base is beginning to pay dividend.

We are also grateful to partnerships such as the one we
have with Botswana Power Corporation, which has seen
us take up a role as a super vendor providing electricity to
communities. This new aspect of the business has been
a major aspect of the revenue growth we experienced
during the period under review. That we've achieved this
also speaks to the effectiveness of our diversification
strategy.

A key focus of ours going into the new period will be to
continue to unlock the revenue potential of our property
assets. BotswanaPost's biggest asset is its properties,
many of them located in prime locations. \We want to
make these buildings attractive to partners who may
want to occupy or lease them.

Outlook

During the period under review, there were some delays
in the implementation of key ground work initiatives
necessary to ensure full implementation of the Strategy
such as putting the necessary IT connectivity in place,
which only came to completion in 2010/2011 and the
transformation of the workforce which is expected to be
concluded in 2011/12. Given the contribution of these
factors to the overall strategy it may be logical to review
the strategy to accommodate these delays.

However, we remain optimistic of our ability to achieve
this target because most of the ground work has been
laid already.

ez ____________________________________________________________________________
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RISK RATING | CONTRIBUTING FACTORS OBJECTIVES TO MITIGATE
| |L

1 Risk of inadequate cash 5 |5 1.No willing lenders due to Continuous engagement of potential
flow/failure to access credit risk long term funding partners in order to
funding (capital) resulting 2.Failure to diversify/ seek a cost effective funding option.
in a threat to going generate more revenue
concern. 3.Uncontrolled

non-productive

expenditure
4.Inappropriate Investment

or Borrowing Decisions

2 There is a risk of 4 |5 1.Attitudes, behaviours & The Ethics Toolkit is being developed and
Reputational Loss / actions of stakeholders will be implemented immediately upon
Damage / Impairment. 2.Products/Sevices probity adoption.

& delivery
3 Risk of loss of funds. 4 |5 1.Robberies & other crime Continuous enhancement of security in
2.Staff theft post offices and constant inspections and
3.Defalcations & Accounting | spot checks.
irregularities

4 Risk of failure to 4 |4 1.Lack of stakeholder resolve | A Change Management Plan has been

transform the workforce. (Use of inappropriate adopted to manage the staff rationalisation
processes) process.
2.Resistance to change

5  Risk of failure to execute |5 |3 1.Inadequate resources Continuous Strategy review.
strategy resulting in failure (skills & capacity)
to achieve the objectives. 2.Inappropriate structures

3.Lack of direction &
guidance (poor leadership)

6  Thereis arisk that 4 |2 1.Absence of goal congruence/ | Mid-term Corporate Strategy review
objectives and strategies dysfunctional behaviour planned to eliminate any misalignment.
are not aligned to Vision (interdepartmental
which will result in failure competition)
to achieve vision. 2.Lack of resources

capacity/skills
3.Laxity
4.Inappropriate implementation
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BOTSWANA POSTAL SERVICES

RESPONSIBILITY FOR AND APPROVAL OF THE ANNUAL FINANCIAL STATEMENTS

The Board of Management is responsible for the annual financial statements and all other information presented
therewith. Its responsibility includes the maintenance of true and fair financial records and the preparation of
annual financial statements in accordance with International Financial Reporting Standards and provisions of the
Botswana Postal Services Act.

The Auditor General has the responsibility to give an independent opinion on the reasonableness of the annual
financial statements based on the audit of the affairs of the organisation. The Board’'s Finance and Audit
Committee which consists of four non-executive members of the Board and the Chief Executive met with senior
management as well as the external auditors as and when it deemed necessary to evaluate matters concerning
accounting, internal control, auditing and financial reporting.

At its meeting held on the 4th of February 2013, Members of the Board, supported by the Board's Finance and
Audit Committee, satisfied themselves that Management introduced and maintained adequate internal controls
to ensure that dependable records exist for the preparation of the financial statements, safeguard assets of the
organisation and to ensure that all transactions are duly authorised.

The financial statements have been prepared on the going concern basis, since Members of the Board have
every reason to believe that the organisation has adequate resources to continue in operation for the foreseeable
future. Against this background, the Members of the Board accept responsibility for the financial statements on
pages 5 to 32 for the year ended 31 March 2012 which were approved on 4 February 2013 and signed on their

behalf by:
Mr. M.M. Makgatlhe Mr. P.P. Motau Mr.K.P. Moleta
Chairman Finance & Audit Committee Chairman Chief Executive

Date: 4 February 2013

——~ | Jc}



TELEPHONE: (+267) 3617100/3951050 OFFICE OF THE AUDITOR GENERAL
FAX: (+267) 3908582/3188145 PRIVATE BAG 0010

FARM FOREST HILL, NO.9 0 A G GABORONE

LOT 134, MILLENNIUM PARK y:;-_-fff.-_ BOTSWANA

KGALE HILL b

GABORONE [1 P — oag@gov.bw

BOTSWANA Www.0ag.org.bw

AUDIT REPORT OF THE AUDITOR GENERAL
TO THE MEMBERS OF THE BOARD OF BOTSWANA POSTAL SERVICES

| have completed the audit of the financial statements of the Botswana Postal Services, set out on pages 5 to
32 for the year ended 31 March 2012, which comprises the statement of financial position as at 31 March 2012,
the statements of comprehensive income, cash flows and changes in equity for the year then ended in terms of
Section 21 (2) and (3), of the Botswana Postal Services Act (No 22 of 1989).

Members of the Board’s Responsibility for the Financial Statements
The Members of the Botswana Postal Services Board of management are responsible for the preparation and

fair presentation of these financial statements in accordance with the International Financial Reporting Standards;
and in compliance with the Botswana Postal Services Act (No 22 of 1989). The responsibility includes:

o Designing, implementing and maintaining internal controls relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error;

o Selecting and applying appropriate accounting policies; and

° Making accounting estimates that are reasonable in the circumstances.

Auditor’s Responsibility

My responsibility is to express an opinion on these financial statements based on the audit conducted. | conducted
the audit in accordance with the International Standards on Auditing. Those standards require that | comply
with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the financial
statements are free from material misstatement; and whether they were prepared in all material respects, in
accordance with an applicable reporting framework.

An audit includes an examination, on a test basis, of evidence supporting amounts and disclosures in the financial
statements. An audit also includes an evaluation of the appropriateness of the accounting principles, assessment
of the reasonableness of the accounting estimates made by management, as the overall presentation of the
financial statements.

| have examined the books, accounts and vouchers of Botswana Postal Services to the extent | considered
necessary. | believe that the audit procedures used and the evidence obtained are sufficient and appropriate to
provide a basis for the opinion given below.

Opinion
In my opinion, the Consolidated Financial Statements of Botswana Postal Services for the year ended 31st March
2012, present fairly in all material respects, the financial position of the organisation as at 31 March 2012, and of

its financial performance and cash flows for the year then ended in accordance with the International Financial
Reporting Standards.

40 I
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Report on other Legal and Regulatory Requirements

In accordance with Section 21 of the Botswana Postal Services Act (CAP 72:01) | confirm that:

o Botswana Postal Services has kept proper books of account, with which the financial statements are in
agreement;

° I received all the information and explanations which to the best of my knowledge and belief, were
necessary for the performance of my audit duties;

° The financial statements were prepared on a basis consistent with that used in the previous financial year

and therefore represent a fair view of the Postal Services’ transactions and its financial affairs as at 31
March 2012; and

o Botswana Postal Services has complied with the financial provisions of the Botswana Postal Services
ACT, (No. 22 of 1989).

R.B. Sebopeng
AUDITOR GENERAL

Date: 11" February 2013
Gaborone

—— |



STATEMENT OF COMPREHENSIVE INCOME

L

for the year ended 31 March 2012

Revenue

Cost of Sales

Gross profit

Other income
Administrative expenses
Other operating expenses
Operating profit/(loss)
Finance cost

Finance income

Loss before taxation
Taxation

Loss for the year

Other comprehensive income:
Gains and losses on property,
plant and equipment revaluations

Note

Taxation related to components of

other comprehensive income

Other comprehensive income for

the year net of taxation

Loss for the year

GROUP CORPORATION

2012 2011 2012 2011

P P P P
216,545,889 184,855,930 199,681,721 170,508,622
(109,417,538) (93,837,870)  (103,680,922) (89,312,385)
107,128,351 91,018,060 95,900,799 81,196,237
10,674,355 11,218,671 10,652,169 10,955,111
(112,485,182)  (101,158,894)  (101,467,884) (90,856,280)
(303,557) (6,137,787) (303,557) (6,137,787
5,013,967 (5,059,950) 4,681,527 (4,842,719)
(9,926,645) (4,879,267) (8,837,515) (4,356,291)
564,054 2,240,000 561,997 2,213,317
(4,348,624) (7,699,217) (3,693,991) (6,985,693)
(143,815) 227,821 : }
(4,492,439) (7,471,396) (3,593,991) (6,985,693)
137,786 (394,871) 23,520 -
(25,139) 98,718 - -
112,647 (296,153) 23,520 -
(4,379,792) (7,767,549) (3,570,471) (6,985,693)

cys_______________________________________________________________________________________
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STATEMENT OF FINANCIAL POSITION

for the year ended 31 March 2012

ASSETS

Non current assets

Property, Plant and Equipment
Intangible assets

Investment in subsidiary

Loan to Botswana Couriers
Deferred tax asset

Current Assets

Inventories

Trade and other receivables
Cash and short term deposits

TOTAL ASSETS

EQUITY AND LIABILITIES
Equity

Stated capital

Revaluation reserve

Other capital reserves
Retained earnings

Non current liabilities
Interest bearing loans and
borrowings

Government grants
Finance lease obligation
Deferred tax liability
Provisions - Severance pay

Current liabilites

Finance lease obligation
Trade and other payables
Interest bearing loans and
borrowings

Government grants

Bank overdraft

Note

10
24

19

11
12
13

14

14

15
16
18
19
20

18

15
16
13

TOTAL EQUITY AND LIABILITIES

) L9 =

GROUP CORPORATION

2012 2011 2012 2011

P P P P
288,586,818 250,330,950 275,161,408 238,504,742
231,788 151,152 198,788 151,152

- - 2,558,280 2,558,280

- - 1,672,000 1,672,000

- 18,820 - -
288,818,606 = 250,500,922 279,590,476 242,886,174
4,016,002 5,906,634 4,016,002 5,906,634
50,588,960 36,340,714 49,009,674 35,540,454
7,687,529 30,975,607 7,680,640 30,717,508
62,292,491 73,222,955 60,706,316 72,164,596
351,111,097 323,723,877 340,296,792 315,050,770
38,431,729 38,431,729 38,431,729 38,431,729
104,000,177 104,004,190 103,721,002 103,635,888
199,761 199,761 199,761 199,761
19,783,517 24,163,309 21,684,363 25,254,834
162,415,184 | 166,798,989 164,036,855 167,522,212
46,758,550 33,881,614 41,537,768 28,238,455
59,602,688 44,129,030 59,602,688 44,129,030
5,608,696 9,770,022 4,954,775 8,748,265
124,995 - - -

- 273,021 - -
112,094,929 88,053,687 106,095,221 81,115,750
7,780,602 4,826,677 6,289,670 4,040,888
61,025,865 59,122,577 56,848,009 57,806,210
2,907,795 395,607 2,500,697 39,370
4,526,340 4,526,340 4,526,340 4,526,340
360,382 - - -
76,600,984 68,871,201 70,164,716 66,412,808
351,111,097 323,723,877 340,296,792 315,050,770

——~ | KX
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STATEMENT OF CASHFLOWS

for the year ended 31 March 2012

Operating activities
Loss before taxation
Adjustment to reconcile loss before
tax to net cash flows
Non - cash:
Depreciation and impairment of
property and equipment
Amortisation and impairment of
intangible assets
Profit on disposal of property
and equipment
Finance income
Finance cost
Amortisation of government grants
Movement in provisions
Profit on foreign exchange
Working capital adjustments:
Decrease in inventories
Increase in trade and other receivables
Decrease in trade and other payables
Cash generated from operating activities
Taxation Paid
Net cash from operating activities
Investing activities
Proceeds from sale of property
and equipment
Purchase of property and equipment
Receipt of government grant
Finance income
Net cash flows from investing activities
Financing activities
Loan Financing
Repayment of Borrowings
Finance lease payments
Increase in Loan from Shareholder
Finance cost
Net cash flows from financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents at beginning
of the year
Cash and cash equivalents end of year

GROUP CORPORATION
2012 2011 2012 2011
Re-Stated
P P P P
(4,348,624) (7,699,217 ) (3,593,991) (6,985,693 )
15,920,451 21,635,901 14,649,035 20,409,350
87,625 17,691 87,525 17,691
(35,400) 38,674 (11,656 ) (180,966 )
(564,054 (2,240,000 ) (561,997 ) (2,213,317)
9,818,930 4,879,267 8,837,615 4,356,291
(4,5626,343) (3,976,343 ) (4,526,343 ) (3,976,343 )
(273,021) 34,582 - -
(4,292) - - -
1,890,632 (2,695,616 ) 1,890,632 (2,695,616 )
(14,741,238 ) (1,044,970) (13,469,221 (1,291,845
2,402,877 (24,952,500 ) (958,201 ) (25,396,486 )
5,627,443 (16,002,631 ) 2,343,298 (17,956,934 )
(2,305) (1,998) - -
5,625,138 (16,004,629 ) 2,343,298 (17,956,934 )
303,467 1,504,014 135,885 1,315,602
(54,503,911) (65,403,685 ) (51,456,455 ) (63,681,778
20,000,000 33,000,000 20,000,000 33,000,000
564,054 2,240,000 561,997 2,213,317
(33,636,390 ) (28,659,671 ) (30,758,573 ) (17,152,859 )
15,431,706 34,099,396 15,803,212 28,100,000
(42,582) (65,452 ) (42,582) (65,452
(1,207,40) (2,222,936 ) (1,544,708 ) (3,154,088 )
- - - (1,672,000 )
(9,818,930) (4,587,385 ) (8,837,515 (4,356,291 )
4,362,792 27,233,623 5,378,407 18,862,169
(23,648,460) (17,430,677 ) (23,036,868 ) (16,247,624 )
30,975,607 48,406,284 30,717,508 46,965,132
7,327,147 30,975,607 7,680,640 30,717,508
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STATEMENT OF CHANGES IN EQUITY

for the year ended 31 March 2012

GROUP

Restated Balance
as at 1 April 2010

Revaluation adjustments
Write off of Revaluation Reserve
Loss for the year

Restated Balance
as at 1 April 2011

Revaluation adjustments
Write off of Revaluation Reserve
Loss for the year

Balance as at 31 March 2012

il

)

L 9=

Stated Other capital Revaluation Retained

capital reserves Reserve earnings Total

P P P P P
38,431,729 199,761 68,791,168 31,239,834 138,662,492
35,509,175 - 35,509,175

(296,153) 394,871 98,718
- - - (7,471,396) (7,471,396)
38,431,729 199,761 104,004,190 24,163,309 166,798,989
- - 108,634 - 108,634

(112,647) 112,647 -

- - - (4,492,439) (4,492,439)
38,431,729 199,761 104,000,177 19,783,517 162,415,184
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STATEMENT OF CHANGES IN EQUITY

for the year ended 31 March 2012

CORPORATION
Stated share Other capital Revaluation Retained
capital reserves Reserve earnings Total
P P P P P

Restated Balance
as at 1 April 2010 38,431,729 199,761 68,126,713 32,240,527 138,998,731
Revaluation adjustments - - 35,509,175 - 35,509,175
Loss for the year - - - (6,985,693) (6,985,693)
Balance as at 1 April 2011 38,431,729 199,761 103,635,888 25,254,834 167,522,212
Loss for the year - - - (3,593,991) (3,593,991)
Revaluation adjustments - - 108,634 - 108,634
Utilisation of revaluation
portion of impaired assets - (23,520) 23,520 -
Balance as at 31 March 2012 38,431,729 199,761 103,721,002 21,684,363 164,036,855
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

for the year ended 31 March 2012

1. BASIS OF PREPARATION

The consolidated financial statements have been prepared on a historical cost basis, except for property, plant and
equipment that have been measured at revalued amounts. The financial statements are presented in Botswana
Pula (P).

1.1 BASIS OF CONSOLIDATION

The consolidated financial statements comprise the financial statements of Botswana Postal Services and its
subsidiary Botswana Couriers (Pty) Ltd.

The accounting policies of the subsidiary are in line with those of Botswana Postal Services.

All intra-group balances, income and expenses and profits and losses arising out of intra-group transactions are
eliminated in full upon consolidation.

Subsidiaries are consolidated from the date of acquisition, being the date on which the corporation obtains
control, and continues to be consolidated until such control ceases.

1.2 FOREIGN CURRENCY TRANSLATION

The Corporation’s consolidated financial statements are presented in Botswana Pula (P), which is the corporation’s
functional currency. That is the currency of the primary economic environment in which Botswana Postal Services
operates.

Transactions in currencies other than the Botswana Pula are initially recorded at the rate of exchange prevailing
on the date of transaction. Foreign denominated monetary assets and liabilities are retranslated at the Botswana
Pula spot rate of exchange at the balance sheet date. Foreign exchange gains and losses arising on translation
of foreign currencies are dealt with in the income statement in the year in which they arise. Non-monetary items
that are measured in terms of historical cost in a foreign currency are translated using the exchange rates as at
the dates of the initial transactions.

Non-monetary items measured at fair value in a foreign currency are translated using the exchange rates at the
date when the fair value is determined.

Transactions with other postal administrators are governed by the Universal Postal Union (UPU) which uses
Special Drawing Rights (SDR) as the currency to settle international balances.

1.3  PROPERTY, PLANT AND EQUIPMENT
Land and buildings, motor vehicles, furniture and equipment are measured at revaluation less accumulated
depreciation and impairment losses recognised after the date of revaluation. Revaluations are performed in a

staggered manner as the operations of the corporation are dispersed all over the country.

Work in progress is stated at cost.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES continued...

for the year ended 31 March 2012

Any revaluation surplus is credited to the revaluation reserve included in equity in the balance sheet, except
to the extent that it reverses a revaluation decrease of the same asset previously recognised in the income
statement. A revaluation deficit is recognised in the income statement, except to the extent that it offsets an
existing surplus on the same asset recognised in the revalution reserve.

Accumulated depreciation as at the date of revaluation is eliminated against the gross carrying amount of the
asset and the net amount is restated to the revalued amount of the asset. Upon disposal, any revaluation reserve

relating to the particular asset being sold is transferred to retained earnings.

Depreciation is calculated on the depreciable amount on a straight line basis over the useful life of the asset as

follows:
Buildings 50 years
Motor vehicles 5 years
Furniture and equipment 3to 7 years

Depreciable amount is the cost or revaluation amount of the asset, less its residual value.

An item of property and equipment is derecognised upon disposal or when no future economic benefits are
expected from its use or disposal. Any gain or loss arising on derecognition of the asset (calculated as the
difference between the net disposal proceeds and the carrying amount of the asset) is included in the income
statement in the year in which the asset is derecognised.

The assets residual values, useful lives and methods of depreciation are reviewed at each financial year end, and
adjusted prospectively if appropriate.

1.4  INTANGIBLE ASSETS

Intangible assets consist of purchased software and are measured on initial recognition at cost. Following
initial recognition, intangible assets are carried at cost less any accumulated amortisation and any accumulated
impairment losses.

Intangible assets are amortised over the useful economic life and assessed for impairment whenever there is an
indication that the intangible asset may be impaired. The amortisation expense on intangible assets is recognised

in the income statement in the expense category consistent with the function of the intangible asset.

The estimated useful lives and residual values are reviewed at each year end, with the effect of any changes in
estimate accounted for on a prospective basis.

Gains or losses arising from derecognition of an intangible asset are measured as the difference between the
net disposal proceeds and the carrying amount of the asset, and are recognised in the income statement when
the asset is derecognised.

1.5 OPERATING LEASES

Leases where the organisation does not transfer substantially all the risks and benefits of ownership are classified
as operating leases.

ek _________________________________________________________________________________________
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES continued...

for the year ended 31 March 2012

1.5.1 Botswana Post as lessee
Operating lease payments are recognised as an expense in the income statement on a straight line basis over
the lease term. The difference between the expense determined on a straight line basis and the actual lease
payments is recognised as a deferred lease asset or liability in the balance sheet.

1.5.2 Botswana Post as lessor
Operating lease payments received are recognised as rental income in the income statement on a straight line
basis over the lease term. The difference between the income determined on a straight line basis and the actual
lease payments received is recognised as a deferred lease asset or liability in the balance sheet.

1.6  FINANCE LEASES

Finance leases,which transfer to the Group substantially all the risks and benefits incidental to ownership of the
leased item, are capitalised at the commencement of the lease at the fair value of the leased property or, if lower
at the present value of minimum lease payments. Lease payments are apportioned between finance charges and
reduction of the lease liability so as to achieve a constant rate of interest on the remaining balance of the liability.
Finance charges are recognised in the income statement.

Leased assets are depreciated over the useful life of the asset. However , if there is no reasonable certainty that
the Group will obtain ownership by the end of the lease term, the asset is depreciated over the shorter of the
estimated useful life of the asset and the lease term.

1.7 BORROWING COSTS

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

1.8 INVENTORIES

Inventories are valued at the lower of cost and net realisable value. Cost is purchase cost, determined on a first
in first out basis, including transport and handling costs.

Net realisable value is the estimated selling price in the ordinary course of business, less estimated costs of
completion and the estimated costs necessary to make the sale.

1.9 GOVERNMENT GRANTS

Government grants are recognised when there is reasonable assurance that the grant will be received and all
attached conditions will be complied with. When the grant relates to an expense item, it is recognised as income
over the period necessary to match the grant on a systematic basis to the costs that it is intended to compensate.
When the grant relates to an asset, it is recognised as deferred income and released to income in equal amounts
over the useful life of the asset.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES continued...

for the year ended 31 March 2012

Where non-monetary grants are received, the asset and the grant are recorded at nominal amounts and released
to the income statement over the expected useful life of the asset by equal annual instalments.

1.10 IMPAIRMENT OF NON-FINANCIAL ASSETS

Botswana Post assesses at each reporting date, whether there is an indication that an asset may be impaired.
If any indication exists, an estimate of the recoverable amount is made. An asset’s recoverable amount is the
higher of the asset's fair value less costs to sell, and its value in use and is determined for an individual asset
unless the asset does not generate cash flows that are largely independent of those from other assets or groups
of assets. In assessing value in use, the estimated future cash flows are discounted to their present value using
a pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific
to the asset. In determining fair value less costs to sell, an appropriate valuation model is used.

Impairment losses are recognised in the income statement in those expense categories consistent with the
function of the impaired asset, except for property previously revalued where the revaluation surplus was taken
to equity. In respect of that asset, the impairment is also recognised in equity up to the amount of any previous
revaluation surplus.

An assessment is made at each reporting date as to whether there is any indication that previously recognised
impairment losses may no longer exist or may have decreased. If such indication exists, the organisation
estimates the asset'’s recoverable amount. A previously recognised impairment loss is reversed only if there has
been a change in the assumptions used to determine the asset’s recoverable amount since the last impairment
loss was recognised. The reversal is limited so that the carrying amount of the asset does not exceed its
recoverable amount, nor exceed the carrying amount that would have been determined, net of depreciation,
had no impairment loss been recognised for the asset in prior years. Such reversal is recognised in the income
statement unless the asset is carried at revalued amount, in which case the reversal is treated as a revaluation
increase.

1.11 REVENUE RECOGNITION

Revenue is recognised only when it is probable that the economic benefits associated with the transaction will
flow to the organisation and the revenue can be measured reliably. Revenue is measured at the fair value of the
consideration received, excluding discounts, rebates, value added tax or duty. The following specific recognition
criteria should also be met before revenue is recognised:

1.11.1 Box and bag rentals
These are amounts paid by customers for the rental of private post boxes and bags. Revenue is recognised on
an accrual basis over the rented period.

1.11.2 Mail revenue and bulk mail revenue
Mail services include both letter and parcel delivery and revenue from these services is recognised upon delivery
of the mail or parcel to its destination. Bulk mail is a mail sorting and delivery service offered to customers with
large mailing lists such as banks. Revenue from bulk mail services is recognised upon delivery of the mail to its
destination.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES continued...

for the year ended 31 March 2012

1.11.3 Expedited Mail Service (EMS) revenue
This is an express courier service and revenue is recognised upon delivery of the parcel to its intended destination.

1.11.4 Terminal and transit dues
Terminal dues are amounts due to Botswana Post for mail received from foreign postal administrators whose
destination is Botswana. Transit dues are amounts due from international postal administrators for international
mail which passes through Botswana Post in transit to its destination out of Botswana. Revenue from terminal
and transit dues is recognised once the mail has been delivered to its destination in the case of terminal dues,
and once it has been sent off to its next stop with regard to the latter.

1.11.5 Sale of philatelic products
Revenue is recognised when the significant risks and rewards of ownership of the goods have passed to the
buyer.

1.11.6 Agency fees and commissions
Revenue from rendering of agency services is recognised as the services are provided in accordance with the
terms of the agency agreement.

1.11.7 Interest income
Revenue is recognised as interest accrues (using the effective interest method). Interest income is included in
finance revenue in the income statement.

1.11.8 Rental income
Rental income arising from operating leases is accounted for on a straight line basis over the lease terms.

1.12 CASH AND SHORT TERM DEPOSITS

Cash and short term deposits in the statement of financial position comprise cash at banks and on hand and short
term deposits with an original maturity of three months or less.

For the purpose of the consolidated statement of cash flows, cash and cash equivalents consist of short term
deposits, as defined above, net of outstanding bank overdrafts.

1.13 FINANCIAL ASSETS

1.13.1 Initial recognition
Financial assets within the definition of IAS39 are classified as financial assets at fair value through profit or loss,
loans and receivables, held-to-maturity investments available-for-sale financial assets or as derivatives designated
as hedging instruments in an effective hedge, as appropriate. The corporation determines the classification of its
financial assets at initial recognition.

Financial assets are recognised initially at fair value plus, in the case of investments not at fair value through profit
or loss, directly attributable transaction costs.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES continued...

for the year ended 31 March 2012

Purchases or sales of financial assets that require delivery of assets within a time frame established by regulation
or convention in the marketplace (regular way purchases) are recognised on the trade date, i.e. the date that the
Corporation commits to purchase or sell the asset.

The Corporation’s financial assets include cash and short term deposits and trade and other receivables.

1.13.2 Subsequent measurement
The subsequent measurement of financial assets depends on their classification as follows:

1.13.2.1 Cash and short term deposits
Cash on hand and cash equivalents are carried at amortised cost. Deposits held on call are classified as loans
originated by the corporation and carried at amortised cost.

1.13.2.2 Trade and other receivables
These are classified as loans and receivables. Subsequent to initial recognition, trade and other receivables
are measured at amortised cost, which approximates the original invoice amount less an allowance for any
uncollectable amounts.

1.14 FINANCIAL LIABILITIES

1.14.1 Initial recognition
Financial liabilities within the scope of IAS39 are classified as financial liabilities at fair value through profit or loss,
loans and borrowings or as derivatives designated as hedging instruments in an effective hedge, as appropriate.
The Corporation determines the classification of its financial liabilities at initial recognition.

Financial liabilities are recognised initially at fair value and in the case of loans and borrowings, directly attributable
transaction costs.

The Corporation’s financial liabilities include trade and other payables, bank overdraft and loans and borrowings.

1.14.2 Subsequent measurement
The subsequent measurement of financial liabilities depends on their classification as follows:

1.14.2.1 Interest bearing loans and borrowings
After initial recognition, interest bearing loans and borrowings are subsequently measured at amortised cost
using the effective interest rate method.

Gains and losses are recognised in the income statement when the liabilities are derecognised as well as through
the amortisation process.

1.14.2.2 Trade and other payables
Liabilities for trade and other payables are subsequently measured at amortised cost which is the present
value of the consideration to be paid in the future for goods and services received, whether or not billed to the
Corporation.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES continued...

for the year ended 31 March 2012

1.14.2.3 Offsetting of financial instruments
Financial assets and financial liabilities are offset and the net amount reported in the consolidated balance sheet
if, and only if, there is a currently enforceable legal right to offset the recognised amounts and there is an
intention to settle on a net basis, or to realise the assets and settle the liabilities simultaneously.

1.14.2.4 Impairment of financial instruments
The Corporation assesses at each balance sheet date whether there is any objective evidence that a financial
asset or a group of financial assets is impaired. A financial asset or a group of financial assets is deemed to be
impaired if, and only if, there is objective evidence of impairment as a result of one or more events that has
ocurred after the initial recognition of the asset (an incurred “loss event”) and that loss event has an impact
on the estimated future cash flows of the financial asset or the group of financial assets that can be reliably
estimated.

Evidence of impaiment may include indications that the debtors or a group of debtors is experiencing significant
financial difficulty, default or delinquincy in interest or principal payments, the probability that they will enter
bankruptcy or other financial reorganisation and where observable data indicate that there is measurable decrease
in the estimated future cash flows, such as changes in arrears or economic conditions that correlate with defaults.

1.14.2.5 Trade and other receivables

For amounts due from trade and other receivables carried at amortised cost, the Corporation first assesses
individually whether objective evidence of impairment exists individually for financial assets that are individually
significant, or collectively for financial assets that are not individually significant. If the corporation determines
that no objective evidence of impairment of assets exists for an individually assessed financial asset, whether
significant or not, it includes the asset in a group of financial assets with similar credit risk characteristics and
collectively assesses them for impairment. Assets that are individually assessed for impairment and for which
an impairment loss or continues to be recognised, are not included in a collective assessment of impairment.

If there is objective evidence that an impairment loss has been incurred, the amount of the loss is measured
as the difference between the asset’s carrying amount and the present value of estimated future cash flows
(excluding future credit losses that have not been incurred) discounted at the financial asset’s original effective
interest rate. The carrying amount of the asset shall be reduced either directly or through use of an allowance
account. The amount of the loss shall be recognised in profit or loss.

If, in a subsequent year, the amount of the estimated impairment loss increases or decreases because of an
event occurring after the impairment was recognised, the previously recognised impairment loss is increased or
reduced accordingly. If a future write-off is later recovered, the recovery is recognised in the income statement.

1.15 DERECOGNITION OF FINANCIAL INSTRUMENTS

The Corporation derecognises a financial asset when it loses control over the contractual rights that comprise the
asset and consequently transfers the substantive risks and benefits associated with the asset.

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.
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1.16 PROVISIONS

Provisions are recognised when the organisation has a present obligation (legal or constructive) as a result of a
past event, it is probable that an outflow of resources embodying economic benefits will be required to settle
the obligation and a reliable estimate can be made of the amount of the obligation. The expense relating to any
provision is presented in the income statement.

1.17 TAXATION

Botswana Postal Services is exempt from income tax in terms of the income Tax Act. However, Botswana
Couriers (Pty) Ltd is taxable.

1.17.1 Current income tax
Current income tax assets and liabilities for the current and prior periods are measured at the amount expected
to be recovered from or paid to the taxation authorities. The tax rates and laws used to compute the amount are
those enacted or substantively enacted by the balance sheet date.

Current income tax relating to items recognised directly in equity is recognised in equity and not in the income
statement.

1.17.2 Deferred income tax

Deferred income tax is provided using the liability method on temporary differences at the balance sheet
date between the tax bases of assets and libilities and their carrying amounts for financial reporting purposes.
Deferred tax liabilities are generally recognised for all taxable temporary differences, and deferred tax assets are
recognised for all deductible temporary differences to the extent that it is probable that taxable profits will be
available against which those deductible temporary differences can be utilised. Such assets and liabilities are
not recognised if the temporary difference arises from goodwill or from the initial recognition (other than in a
business combination) of other assets and liabilities in a transaction that affects neither the taxable profit nor the
accounting profit.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when
the asset is realised or the liability is settled, based on tax rates and laws that have been enacted or substantively
enacted by the balance sheet date.

1.18 SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

The preparation of the Corporation’s financial statements requires management to make judgements, estimates
and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the disclosure
of contingent liabilities, at the reporting date. However, uncertainty about these assumptions and estimates
could result in outcomes that require a material adjustment to the carrying amount of the asset or liability affected
in future periods.

The following are critical judgements and estimates that management has made in the process of applying the

entities’ accounting policies and have the most significant effect on the amounts recognised in the financial
statements:
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1.18.1 Revaluation, useful lives and residual values of property, plant and equipment
The Corporation engaged independent valuation experts to determine the market values of the revalued assets
at 31 March 2011. The results of this valuation exercise were used as the basis for revaluation of the assets. The
estimation of the useful life and residual value of an asset is a matter of judgement based on past experience of
the Corporation with similar assets and the intention of management.

1.18.2 Useful lives of intangible assets
The estimation of the useful life of an intangible asset is a matter of judgement based on past experience of the
Corporation with similar assets and the intention of management.

1.18.3 Provisions
Management estimated an estimate for provisions raised based on information available.

1.18.4 Contingent liabilities
Management applies its judgement to information received from its attorneys and other advisors in assessing if
an obligation is probable, more likely than not, or remote. This judgement application is used to determine if the
obligation is recognised as a liability or disclosed as a contingent liability.

1.18.5 Impairment of trade and other receivables
The impairment of trade and other receivables was based on a combination of specifically identified doubtful
debtors and providing for older debtors.

1.18.6 Impairment of slow moving inventory
Management assumed inventory that has not moved for a 12 month period to be obsolete and have no value.
The basis for the provision raised is the full cost or net realisable value of the product.

1.18.7 Deferred tax assets
Judgement is required in determining the provision for income taxes due to the complexity of legislation. There
are many transactions and calculations for which the ultimate tax determination is uncertain during the ordinary
course of business. The company recognises liabilities for anticipated tax audit issues based on estimates of
whether additional taxes will be due. Where the final tax outcome of these matters is different from the amounts
that were initially recorded, such differences will impact the income tax and deferred tax provisions in the period
in which such determination is made.

The corporation recognises the net future tax benefit related to deferred income tax assets to the extent that
it is probable that the deductible temporary differences will reverse in the foreseeable future. Assessing the
recoverability of deferred income tax assets requires the company to make significant estimates related to
expectations of future taxable income. Estimates of future taxable income are based on forecast cash flows
from operations and the application of existing tax laws in each jurisdiction. To the extent that future cash flows
and taxable income differ significantly from estimates, the ability of the company to realise the net deferred tax
assets recorded at the balance sheet date could be impacted.
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NOTES TO THE FINANCIAL STATEMENTS

for the year ended 31 March 2012

GROUP CORPORATION
2012 2011 2012 2011
P P P P
2. REVENUE
Agency services 79,807,507 50,087,966 79,807,507 50,087,966
Box and bag rentals 16,110,105 22,035,230 16,110,105 22,035,230
Bulk mail 34,003,438 35,462,281 34,003,438 35,462,281
Courier Income 16,964,168 14,347,308 - -
EMS revenue 6,711,025 4,813,519 6,711,025 4,813,519
Mail revenue 35,505,057 33,495,439 35,505,057 33,495,439
Money Transfer Commission 18,803,951 17,999,838 18,803,951 17,999,838
Philatelic products 1,368,015 1,718,077 1,368,015 1,718,077
Terminal/Transit dues 7,272,623 4,896,272 7,272,623 4,896,272
216,545,889 184,855,930 199,581,721 170,508,622
3. COST OF SALES
Advertisement and promotion 4,798,860 4,022,137 4,798,860 4,022,137
Airtime Expense 36,973,798 24,456,179 36,973,798 24,456,179
Compensation to customers 11,093 25,421 11,093 25,421
Depreciation 3,199,670 5,558,305 2,127,549 4,496,161
Discount allowed 4,553,428 4,154,518 4,553,428 4,154,518
Fees paid postal agencies 301,900 69,100 301,900 69,100
Mail bags and other consumables 870,813 613,597 870,813 613,597
Mail conveyance 13,287,090 9,841,664 11,460,675 8,491,792
Maintenance post boxes 18,935 109,609 18,935 109,609
Merchandise Expense 291,278 313,183 291,278 313,183
Printing of stamps 115,029 1,162,764 115,029 1,162,764
Salaries 43,686,543 41,833,505 40,848,463 39,720,036
Staff transport 626,078 520,400 626,078 520,400
Stamp vendor’s commission 168,162 7,053 168,162 7,053
Stock adjustment 514,861 1,150,435 514,861 1,150,435
109,417,538 93,837,870 103,680,922 89,312,385
4. OTHER INCOME
Business services 207,624 215,353 207,624 215,353
Directors’ fees received 6,160 5,850 6,160 5,850
Government grant 4,526,343 3,976,343 4,526,343 3,976,343
Minimum rentals recognised as
operating lease income 1,458,311 1,442,335 1,458,311 1,442,335
Newspaper and periodicals
registration fees 34,064 61,396 34,064 61,396
Profit on disposal of assets 35,400 180,966 11,656 180,966
Sale of merchandise 481,451 439,865 481,451 439,865
Staff housing rental recoveries 201,640 270,995 201,640 270,995
Sundry income 3,671,669 791,226 3,573,227 527,666
Void Money Order 51,693 3,834,342 51,693 3,834,342
10,674,355 11,218,671 10,552,169 10,955,111
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NOTES TO THE FINANCIAL STATEMENTS continued...

for the year ended 31 March 2012

GROUP CORPORATION
2012 2011 2012 2011
P P P P
5. ADMINISTRATIVE EXPENSES
Audit fees 486,718 201,893 398,718 121,893
Bad Debts 205,191 74,804 - -
Cleaning 1,177,381 1,050,039 1,087,070 969,673
Depreciation 12,808,305 10,324,373 12,609,010 10,159,966
Directors fees and board expenses 585,797 702,296 585,797 702,296
Doubtful debts 436,453 386,000 436,453 386,000
Electricity 2,071,847 1,213,406 2,024,753 1,170,349
Insurance 2,143,509 1,505,546 1,886,897 1,197,878
Loss on disposal of assets - 219,540 - -
Merger Costs 1,157,567 4,000,000 1,157,567 4,000,000
Office expenses 705,451 2,640,682 712,739 2,535,146
Printing and stationery 5,750,106 4,950,898 5,426,397 4,863,250
Professional fees 4,717,304 3,662,101 4,619,463 3,092,828
Rent and rates 2,505,373 2,232,809 2,238,365 1,835,863
Repairs and maintenance 6,282,718 5,789,143 5,921,172 5,033,879
Salaries 50,863,214 44,978,787 43,380,231 39,413,903
Sales promotion and advertising 630,044 688,852 321,455 79,856
Security and alarm 3,788,126 3,250,188 3,692,698 3,176,589
Subscriptions 291,803 203,909 222,229 170,977
Telephone and fax 7,122,457 6,783,412 6,576,304 6,312,711
Training 1,982,154 2,230,843 1,903,943 2,038,030
Travelling 6,418,526 3,813,305 5,927,182 3,353,477
Water 355,138 256,068 339,441 241,716
112,485,182 101,158,894 101,467,884 90,856,280
6. OTHER OPERATING EXPENSES
Donations 461,409 108,677 461,409 108,677
Other expenses 84,460 3,282,918 84,460 3,282,918
Defalcations (242,312) 2,746,192 (242,312) 2,746,192
303,557 6,137,787 303,557 6,137,787
7. FINANCE COST
Bank charges and interest 799,024 945,233 691,310 714,139
Motor vehicle lease charges 4,792,190 3,916,459 4,466,000 3,624,577
Interest on borrowings 4,335,431 17,575 3,680,205 17,575
9,926,645 4,879,267 8,837,515 4,356,291
8. FINANCE INCOME
Interest income from short term deposits 260,923 1,682,747 260,923 1,682,747
Interest income on call accounts
from banks 303,131 557,253 301,074 530,570
564,054 2,240,000 561,997 2,213,317
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NOTES TO THE FINANCIAL STATEMENTS continued...

for the year ended 31 March 2012

10. INTANGIBLE ASSETS

Counter
Automation
Software Software Total
P P P
10.1 GROUP
COST
At 31 March 2010 2,437,329 3,654,005 6,091,334
Additions 159,949 - 159,949
At 1st April 2011 2,597,278 3,654,005 6,251,283
Additions 168,161 - 168,161
At 31 March 2012 2,765,439 3,654,005 6,419,444
AMORTISATION AND IMPAIRMENT
At 31 March 2010 2,428,436 3,654,005 6,082,441
Amortisation 17,690 - 17,690
At 1st April 2011 2,446,126 3,654,005 6,100,131
Amortisation 87,525 - 87,525
At 31 March 2012 2,533,651 3,654,005 6,187,656
NET BOOK VALUE
At 31 March 2012 231,788 - 231,788
At 31 March 2011 151,152 - 151,152
At 31 March 2010 8,893 - 8,893
10.2 CORPORATION

COST
At 1 April 2010 2,437,329 3,654,005 6,091,334
Additions 159,949 - 159,949
At 31 March 2011 2,597,278 3,654,005 6,251,283
Additions 135,161 - 135,161
At 31 March 2012 2,732,439 3,654,005 6,386,444
AMORTISATION AND IMPAIRMENT
At 1 April 2010 2,428,436 3,654,005 6,082,441
Amortisation 17,690 - 17,690
At 31 March 2011 2,446,126 3,654,005 6,100,131
Amortisation 87,525 - 87,525
At 31 March 2012 2,533,651 3,654,005 6,187,656
NET BOOK VALUE
At 31 March 2012 198,788 - 198,788
At 31 March 2011 151,152 - 151,152
At 1 April 2010 8,894 - 8,894
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NOTES TO THE FINANCIAL STATEMENTS continued...

for the year ended 31 March 2012

GROUP CORPORATION
2012 2011 2012 2011
P P P P
11. INVENTORIES
Definitive stamps 232,393 27,245 232,393 27,245
Postal orders and postal stocks 25,880 181,788 25,880 181,788
Kiosks, nests, pillar boxes and
equipment 17,351 8,095 17,351 8,095
Stationery and other consumables 3,740,378 5,689,506 3,740,378 5,689,506
Total inventories at lower of cost
and net realisable value 4,016,002 5,906,634 4,016,002 5,906,634
12. TRADE AND OTHER RECEIVABLES
Trade receivables 44,382,505 32,543,547 41,274,776 30,587,150
Less: Provision for Doubtful Debts (834,224) (1,017,534 ) (989,408 ) (1,017,534 )
Receivables from related parties (2,109,232) (1,305,872 ) - -
41,439,049 30,220,141 40,285,368 29,569,616
Staff advances 878,022 2,409,334 878,022 2,409,334
Prepayments and deposits 3,026,506 2,430,860 2,794,052 2,356,713
Other receivables 5,588,312 4,188,555 5,395,161 4,112,967
Less: Provision for Defalcations (342,929) (2,908,176) (342,929) (2,908,176
50,588,960 36,340,714 49,009,674 35,540,454
Trade receivables are non-interest bearing and are generally
on 30-60 day terms. Staff advances may be up to 6 months.
12.1 Trade Receivables
Neither past due nor impaired 16,552,216 2,411,846 14,772,141 849,632
less than 30 days 124,970 7,100,307 124,970 7,100,307
between 30 days and 60 days 11,591,950 8,374,328 12,856,284 8,267,936
between 60 days and 90 days 409,259 1,608,411 138,476 1,558,403
more than 90 days 14,335,188 13,048,656 14,123,215 12,829,501
Provision for Doubtful Debts (834,224) (1,017,534 ) (989,408 ) (1,017,534 )
Net Carrying Amount 42.179.359 31,526,014 41.025.678 29,688,245
The movement in the provision for impairment of trade and other receivables is set out below:
12.2 Provision For Doubtful Debts
Collectively Collectively
impaired impaired
At 31 March 2011 (568,900) (568,900 )
Charge for the year (523,438) (448,634 )
At 1st April 2011 (1,092,338) (1,017,534 )
Charge for the year 258,114 28,126
At 31 March 2012 (834,224) (989,408 )
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NOTES TO THE FINANCIAL STATEMENTS continued...

for the year ended 31 March 2012

GROUP CORPORATION
2012 2011 2012 2011
P P P P

13. CASH AND SHORT-TERM DEPOSITS
Cash at banks and on hand 3,889,146 13,807,915 3,882,257 13,549,816
Short-term deposits 3,798,383 17,167,692 3,798,383 17,167,692
7,687,529 30,975,607 7,680,640 30,717,508
Bank overdraft (360,382) - - -
7,327,147 30,975,607 7,680,640 30,717,508

Short term deposits are made for varying periods between one day and three months, depending on the
immdeiate cash requirements of the group, and earn interest at the respective short-term deposit rates.

The subsidiary, Botswana Couriers (Pty) Ltd has an overdraft facility amounting to P500,000 (2011:Pnil), The
facility is secured by trade receivables.

14. STATED CAPITAL AND RESERVES
Stated share capital

Stated capital held 100 % by the
government of Botswana 38,431,729 38,431,729 38,431,729 38,431,729

Other capital reserves
Balance as at 31 March 2012 199,761 199,761 199,761 199,761

Revaluation reserve
The revaluation reserve is used to record revaluation surpluses recognised on revaluation of property, plant

and equipment as well as deficits to such an extent that such deficit relates to an increase on the same asset
previously recognised in equity.
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NOTES TO THE FINANCIAL STATEMENTS continued...

for the year ended 31 March 2012

15.

16.

INTEREST BEARING LOANS
AND BORROWINGS

Current

First National Bank

Government of Botswana - Loan 24

Non- current

First National Bank

Government of Botswana - Loan 24

GROUP CORPORATION

2012 2011 2012 2011

P P P P
2,868,425 356,237 2,461,327 -
39,370 39,370 39,370 39,370
2,907,795 395,607 2,500,697 39,370
46,662,677 33,743,159 41,441,885 28,100,000
95,873 138,455 95,873 138,455
46,758,550 33,881,614 41,537,758 28,238,455

The Government loans are unsecured and consist of advances given to Botswana Postal Services by the

Government of Botswana.

The First National Bank loan is secured with interest at Prime Less 1% per annum with a 2 year moratorium on
repayment commencing on the date of final drawn down. The loan term is 12 years.

GOVERNMENT GRANTS
Balance as at 1 April 2011
Received during the year
Released to income statement

Balance as at 31 March 2012

Current
Non- current

48,655,370 19,631,713 48,655,370 19,631,713
20,000,000 33,000,000 20,000,000 33,000,000
(4,526,342) (3,976,343) (4,526,342 ) (3,976,343 )
64,129,028 48,655,370 64,129,028 48,655,370
4,526,340 4,526,340 4,526,340 4,526,340
59,602,688 44,129,030 59,602,688 44,129,030
64,129,028 48,655,370 64,129,028 48,655,370
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NOTES TO THE FINANCIAL STATEMENTS continued...

for the year ended 31 March 2012

GROUP CORPORATION
2012 2011 2012 2011
P P P P
17. TRADE AND OTHER PAYABLES
Trade payables 27,789,723 17,287,229 23,540,858 15,353,371
Other payables 35,037,291 43,107,830 33,307,151 42,452,839
Due to related parties (1,801,149) (1,272,482 ) - -
61,025,865 59,122,577 56,848,009 57,806,210
18. FINANCE LEASE OBLIGATION
Finance lease obligation 13,389,298 14,596,699 11,244,445 12,789,153
Short term portion disclosed under
current liabilities 7,780,602 4,826,677 6,289,670 4,040,888
Long term portion 5,608,696 9,770,022 4,954,775 8,748,265
19. DEFERRED TAX
Deferred Tax Asset/(Liability)
Accelerated capital allowances
for tax purposes (150,133) (79,898) - -
Recognised in other
comprehensive income 25,138 98,718 - -
(124,995) 18,820 - R
Reconciliation of deferred
tax asset (liability)
At beginning of the year 18,820 (252,190 - -
Reduction due to rate change (2,258) -
Originating temporary difference on
tangible fixed assets (166,695) 172,292 - -
Originating temporary difference on
revaluation of property 25,138 98,718 - -
(124,995) 18,820 - B
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NOTES TO THE FINANCIAL STATEMENTS continued...

for the year ended 31 March 2012

20. PROVISIONS

Reconciliation of provisions - 2012

Utilised Reversed
Opening during the during the
balance Additions year year Total
Severance pay provision 273,021 - - (273,021) -
Reconciliation of provisions - 2011
Utilised Reversed
Opening during the during the
balance Additions year year Total
Severance pay provision 238,442 34579 - - 273,021

21. RELATED PARTY DISCLOSURES

Below is a summary of the total amount of transactions that have been entered into with related parties:

Purchases Amounts Amounts
Sales to from owed by owed to
related party related party related party related party
Botswana
Couriers (Pty) Ltd- subsidiary
2012 - 63,241 1,790,360 10,809
2011 - 33,390 1,272,482

Terms and conditions of transactions with related parties

The sales to and purchases from related parties are made at normal market prices. Outstanding balances at
year end are unsecured and interest-free.

22. COMPENSATION OF KEY MANAGEMENT PERSONNEL

GROUP CORPORATION
P P P P
Short term employee benefits 8,082,459 6,241,015 6,167,193 4,043,039
Post- employment and medical
employee benefits - -
8,082,459 6,241,015 6,167,193 4,043,039
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NOTES TO THE FINANCIAL STATEMENTS continued...

for the year ended 31 March 2012

23. GUARANTEES

Botswana Postal Services has provided the following guarantees at 31 March 2012:
The obligations of certain employees under Motor Vehicle and Housing loan schemes with Botswana Savings
bank to the extent of P 445 236.85.

Pension

In 1989 BotswanaPost employed former Government employees who transferred to the Corporation. This
comprised employees that had formerly been employed by the Department of Posts and Telegraph. Those
citizen employees who were transferred from Government in 1989 are covered under a separate defined benefit
pension scheme applicable to Government employees to which the Corporation has not made contributions.

These employees who were members of the Government defined benefit pension plan are also eligible to
become members of the BotswanaPost Staff Pension Fund which is a defined contribution plan.

An actuarial valuation of the Botswana Postal Services employees and pensioners entitled to benefits under the
rules of the Public Service of Botswana Pension Scheme was carried out as at 31 March 2012, which revealed
an estimated contingent liability of P93.8 million, relating to the period of their employment with the Corporation.

Government has made an undertaking to assume full responsibility for this liabilty consequently no provision for
any liability has been made in these financial statements.

24. INVESTMENT IN SUBSIDIARY

As part of a restructuring exercise, Botswana Postal Services formed a fully owned subsidiary company- Botswana
Couriers (Pty) Ltd in the financial year 2001-02. Botswana Couriers (Pty) Ltd carries on the business of providing
courier services.

Botswana Postal Services was initially allotted with 100 ordinary shares of P 10 each. For the year ended 31 March
2003 Botswana Postal Services had advanced an amount of P 2,557,280 to Botswana Couriers (Pty) Ltd towards
its working capital requirements. A decision was made to treat the advance of P 2,557,280 as an interest-bearing
loan to Botswana Couriers (Pty) Ltd. During the year ended March 2007 the Board of Management resolved to
convert the loan amount of P 2,557,280 to equity.
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NOTES TO THE FINANCIAL STATEMENTS continued...

for the year ended 31 March 2012

25.

CHANGE IN ACCOUNTING POLICY

From the start of April 2011 Botswana Postal Services changed its accounting policy for the recognition of the
post boxes and bags so as to fully comply with the accrual basis of accounting for revenue in accordance to IAS
18 and the preparation of financial statements on this basis.

Management is of the considered view that this change in policy will result in the presentation of more relevant
and reliable financial information about the effects of transactions. The policy has been applied prospectively from
the start of 2012 because information required was not readily available nor could it be reasonably reconstructed
hence it was not practical to estimate the effect of applying the policy either retrospectively or prospectively from
any earlier date. Accordingly the adoption of the new policy has no effect on prior years.

The effect of the change on the current year is to decrease revenue by P3,789,727 and increase accrued income

on the Balance Sheet with the same amount in respect of rentals collected in this financial year but relating to
the next financial year.

——~ | N}



NOTES

s _____________________________________________________________________________________



NOTES

LT




NOTES

s ___________________________________________________________________________________________



BotswanaPost &

Gaborone Head Office

Plot 53952

Poso House Khama cresent

P. O. Box 100, Gaborone

Tel: 368 1000

Fax: 391 3599

email: enquiries@botspost.co.bw
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