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CHOPPIES ENTERPRISES LIMITED

ABRIDGED AUDITED GROUP FINANCIAL
RESULTS FOR THE YEAR ENDED 30 JUNE 2020

CONSOLIDATED STATEMENT

CONSOLIDATED STATEMENT OF
PROFIT ORLOSS AND OTHER COMPREHENSIVE INCOME

OF FINANCIAL POSITION

lAuditedg [Auditedg (Audited) (Audited)
Year ende Year ende 30June, 2020 30June, 2019
30 JuneF; 2020 30June, 2019* B'o00 P'000
'000 P'000
Revenue 5,420,596 5,358,993 Assets
Cost of sales (4,167,850) (4,142,713)
Gross profit 1,252,746 1,216,280 Non-current assets 1,294,631 1,169,452
A Property plant and equipment 1,218,626 1,056,020
Other operating income 51,961 56,645 q g
Operating income 1,304.707 1,272,925 Intangible as§ets and g(?(]dWI” 65,735 86,414
Investments in new projects 10,270 27,018
Expenditure 1,096,725 1,180,542
Net impairment losses (11,280) (19,924]
Administrative expenses [901,870) (924,434) Current assets 497,089 1,017,670
ﬁlzltlir:gni_"c‘la?vdgi:'tr:}?rotsi:]notrznxt’::nnslsaiisng Zimbabwean entities [6238230606] [72[,;;2% Inventories 305,476 574,069
Il epe
> ! Amounts due from related entities 5,414 14,956
Other operating expenses [140,741) (163,400) Other financial assets 3 3
Operating profit before interest 207,982 92,383 ?dvatn'ces ar;d ‘ée’;‘ljs'ts 33225 ?zr:%
axation refundable , X
Finance costs (103,087] [63,059) Trade and other receivables 63,645 96,449
Finance income 110 257 Restricted cash 12,845 26,300
Profit before taxation 105,005 29,581 Cash and cash equivalents 60,727 206,715
Taxation (6,076]) [22,597)
Profit from continuing operations 98,929 6,984 . .
Loss from discontinued operations (469,563) (435,676) Assets classified as held for sale 49,081
(Loss) Profit for the period (370,634) (428,692) Total assets 1,840,801 2,187,122
Other comprehensive (loss) income Equity and Liabilities
Equit; [467,054]) (80,147]
Items that may be reclassified to profit or loss (16,273) (227,719 qStavted capital 906.196 906.196
Exchange differences on translating foreign operations (103,801) [299,111) H ! !
: : . Retained loss (1,006,538) (676,179)
Exchange differences on translating foreign v ( ] [ i
operations in hyperinflationary economy 87,528 Treasury shares 29,616 29,616
Hyper inflationary reserve 158,920 71,392
Total comprehensive loss for the year (386,907) (656,411) Foreign currency translation reserve [396,412) [294,849]
Non controlling interests [99,604) [57,091])
Loss attributable to:
anFers of thte_ company, i [3130%305592] [39132'606821] Non - current liabilities 984,596 755,814
rom continuing operations 1 s h
From discontinued operations (435,411 (405,743 tong tﬁrrg_ll.mrrowmgs Jarzifela DU2 S
Non-controlling interests 40,275 ] 35,030 ease liability 599,869 31,688
From continuing operations (6,123 (5,097 Deferred taxation 29,062 32,262
From discontinued operations (34,152 (29,933 Straightlining lease obligation - 119,110
Total comprehensive loss attributable to: (386,907 (656,411 Current liabilities 1,155,460 1,511,455
Owners of the company (344,394 (623,118 Current portion of straightlining lease obligation - 16,303
Non-controlling interest (42,513 (33,293 - 148,788 248,155
Basic (loss) earnings per share - Thebe [25.34) (30.20) Trade and other payables 571,225 1,055,225
Continuing operations ?mou_nts due E: related entities 82,794 118,002
Discontinuing operations 33.4 31.13 axation payable 7,248 5,388
Dilutgd [!oss] earnings per share - Thebe 25.34 30.20 Current portion of lease liability 153,116 22,265
B(i)snctnlggilgﬁi:gp%r:grg:isons Current portion of long term borrowings 192,289 46,117
Headline (loss] earnings per share - Thebe .21 2581 Liabilities classified as held for sale 167,799 -
Continuing operations !
Discontinuing operations [24.33) (28.64) T
Diluted headline (loss) earnings per share - Thebe (15.27) [25.87) Total liabilities 2,307,855 2,267,269
Continuing operations 9.06 2.77
Discontinuing operations [24.33) [28.64) Total equity and liabilities 1,840,801 2,187,122
*The disclosure of the Group’s results is affected by the decision of the Board to discontinue / dispose of iﬁgﬁeraﬁons in South Africa, Kenya, Tanzania, and Mozambique.
Accordingly, the results of these operations are disclosed with effect from 1 July 2019 in terms of IFRS 5 with regard to discontinued operations. The Statement of profit
or loss and other comprehensive income for June 2019 is also regrouped to comply with the presentation requirement of IFRS 5 with regard to discontinued operations.
Stated Retwggi Treasury  HyperInflationary ForeignCurrency  Attributableto  Non Controllin: Total
Capital Eamnings Shares reserve TranslationReserve  equity holders Interes
P'000 P'000 P'000 P’'000 P'000 P'000 P’'000 P'000
Balance as at 1July, 2018 (Audited) 906,196 [280,257) [29,616) - 5,999 602,322 [26,058) 576,264
Total comprehensive (loss) income for the period - [393,662) - 71,392 (300,848) [623,118) [33,293) [656,411]
Loss for the year - [393,662) - - - [393,662) [35,030) [428,692)
Other comprehensive [loss]) income - - - 71,392 (300,848) [229,456) 1,737 [227,719)
Total distributions to owners of company recognised directly in equity - [2,260) - - - [2,260] 2,260 -
Other Equity adjustment \ -  [2,260) \ - \ - \ - ~ (2,260) 2,260 \ -
Balance as at 30 June, 2019 (Audited) 906,196 (676,179) [29,616) 71,392 [294,849) (23,056) [57,091) (80,147)
Total comprehensive [loss) income for the period - (330,359) - 87,528 (101,563) (344,394) [42,513) [386,907)
Loss for the year - (330,359) - - - (330,359] [40,275) [370,634)
Other comprehensive [loss) income - - - 87,528 [101,563) (14,035) 2,238 [16,273)
Balance as at 30 June, 2020 (Audited) 906,196 [1,006,538) [29,616) 158,920 [396,412) (367,450) [99,604) [467,054)
[Audited'] [Audite
Yjearende Yjearende HEADLINE EARNINGS
b siingztis  PER SHARE COMPUTATION
Net cash flows generated from operating activities of continuing region 619,148 551,381 Basic Earnings [330,359]
Net cash flows generated from operating activities of discontinuing region [ 457,255 268,981 Remeasurements
Net cash flows used in investing activities of continuing region (3,997 120,539 Loss on disposal of asset 50,994
Net cash flows used in investing activities of discontinuing region 26,465 = Impairment losses 101,935
Net cash flows generated from financing activities of continuing region [269,153) [205,719) Tax Impact [21,615)
Net cash flows generated from financing activities of discontinuing region 18,087 [17,051] Headline Earnings [199,045]
Net movement in cash and cash equivalents {66,705 [60,909) Number of shares for basic earnings 1,303,628,341
Cash and cash equivalents at beginning of the period for continuing operations 41,440 14,928 Weighted Average Number of Shares 1,303,628,341
Cash and cash equivalents included in disposal groups 6,102 = Basic HEPS 15.27
Effect of translation of foreign entities 13,982 4,541 Diluted HEPS 15.27
Cash and cash equivalents at end of the period (88,061) [41,440)




SEGMENTAL RESULTS

i Botswana Zambia Zimbabwe Namibia Totalfor  South Africa Kenya Tanzania Mozambigque Total for Total

Particulars P'000 P'000 P'000 P'000 antnued P'000 P'000 P'000 P'000 dirations —
Year ended 30 June 2020 (Audited)
Statement of profit or loss and other comprehensive Income
Revenue:
Trading income 4,260,178 604,147 414,143 142,128 5,420,596 2,355,498 34,871 1,385 4,891 2,396,644 7,817,240
Other operating income 47,010 4,118 576 257 51,961 13,478 49,467 11,584 1,439 46,134 5,827
Total segmental revenue 4,307,189 608,265 414,718 142,385 5,472,557 2,368,975 14,596 10,200 6,330 2,350,510 7,823,067
Segment gross profit 1,041,266 106,559 78,845 26,077 1,252,746 428,020 1,633 173 (416 429,410 1,682,156
Segment EBITDA 468,079 [9,024) 19,495 (5,697) 472,853 [175,633) [101,858) [15,769) (3,677 [296,937) 175,916
Segment Impairments Loss 10,965 70 246 - 11,280 88,831 28 - - 88,859 100,140
Segment Depreciation/Amortisation 197,666 37,282 8,004 10,640 253,592 62,958 10,143 884 - 73,985 327,577
Operating Profit/ (Loss) (EBIT) 259,450 (46,375] 11,245 [16,337) 207,982 [327,422) [112,029) (16,653) (3,677)  [459,781) (251,799)
Segment Finance Income 109 - 1 - 110 75 76 - - 82 936
Segment Finance Expense 84,131 14,854 1,293 2,810 103,087 2,735 5,613 - 2,239 10,586 113,674
Segment profit/ (loss] Before taxation 175,426 (61,229) 9,953 [19,148) 105,003 [329,406) (117,566 (16,653 [5,916)  [469,541 (364,538
Segment Taxation (3,127) - [2,949) - (6,076) - [15 7 - [22 (6,098
Segment profit/ [loss) after taxation 172,299 [61,229) 7,004 [19,148) 98,929 [329,406) (117,581 (16,660 [5,916]) (469,563 (370,634
Statement of financial position - - - - - - - - - - -
Segment assets 1,281,997 213,435 210,781 85,507 1,791,720 - 26,665 4,703 17,713 49,081 1,840,801
Segment liabilities 1,847,701 202,244 37,039 53,070 2,140,054 - 143,379 12,342 12,079 167,801 2,307,855
Year ended 30th June 2019 (Audited)
Statement of profit or loss and other comprehensive Income
Revenue:
Trading income 4,147,283 583,516 508,493 119,701 5,358,993 3,740,551 440,437 55,374 24,831 4,261,193 9,620,187
Other income 55,006 808 713 118 56,645 20,117 3,186 386 927 24,616 81,262
Total segmental revenue 4,202,289 584,324 509,206 119,819 5415638 3,760,668 443,623 55,760 25,758 4,285,809 9,701,447
Segment gross profit 1,000,542 100,083 95,843 19,813 1,216,281 602,066 65,957 7,213 4,296 679,532 1,895,813
Segment EBITDA 258,343 (38,032] 15,149 (9,233) 226,228 [196,611) [58,219) [12,537]) 1,436 [265,930) (39,702]
Segment Impairments Loss 16,017 3 3,904 - 19,924 9,965 17,567 - 5,543 33,075 52,999
Segment Depreciation/Amortisation 90,884 12,939 6,288 3,454 113,566 94,674 13,687 1,513 2,760 112,633 226,199
Operating Profit/ Loss) (EBIT) 151,442 [50,974) 4,601 [12,687]) 92,383 [301,250) (89,473) (14,049) (6,867) (411,639) (319,257)
Segment Finance Income 254 o 3 = 257 930 = = = 930 1,187
Segment Finance Expense 61,030 - 1,852 176 63,059 6,259 6,830 - 3,961 17,050 80,110
Segment profit/ (loss] Before taxation 90,666 (50,974) 2,753 [12,863) 29,582 (306,577 (95,269 (14,049 [15,539) (431,434 (401,852
Segment Taxation [21,886] - [712) - [22,598] [46 [26 (4,171 - (4,243 (26,840
Segment profit/ (loss) after taxation 68,780 [50,974) 2,041 [12,863) 6,984 (306,622 (95,295 (18,220 [15,539) (435,676 (428,692
Statement of financial position - - - - - - - - - - -
Segment assets 906,982 167,469 173,599 55,755 1,303,806 693,428 152,812 13,381 23,694 883,315 2,187,122
Segment liabilities 1,327,897 87,166 49,016 16,072 1,480,151 581,620 170,704 10,360 24,432 787,119 2,267,269

COMMENTARY
1. Nature of business

Choppies Enterprises Limited (“the Company”) is a Botswana-based investment holding cumpanky 0ﬂeratin in the retail sector
in Southern Africa. Dual-listed on the Botswana Stock Exchange [BSE] and Johannesburg Stock Exchange FJSE_], its operations
are food and general merchandise re_tal_llnF as well as financial service transactions supported by centralised distribution
channels, through distribution and logistical support centres.

2. Basis of preparation and accounting policies

The abridged consolidated financial results and financial position of the Company are extracted in terms of |AS 34, from the
Group Annual Financial Statements prepared in accordance with International Financial Reporting Standards [“IFRS"].

Any investment or similar decisions by stakeholders should be based on the consideration of the complete group Annual
Financial Statements, which is available for inspection at the Company’s registered office.

The a.ccountiné policies applied during the period are consistent with those applied in the tprevious year except for the
atdotptlon tof IFRS 16 - Leases and that the methods of computation are consistent with those of the previous annual financial
statements.

On application of IFRS 16, for all leases except as noted below), the Group:

® [nitially recognised right-of-use assets and lease liabilities in the statement of financial position, initially measured at the
present value of the future lease payments;

® Recognised depreciation of right-of-use assets and interest on lease liabilities in the statement of profit or loss and other
comprehensive income;

e Separate the total amount of cash paid into a principal portion [presented within financing activities] and interest
[presented within operating activities) in the statement of cash flows.

Lease incentives are [E.F. rent-free period] recognised as part of the measurement of the right-of-use assets and lease
liabilities whereas under [AS 17 they resulted in the recognition of a lease liability incentive, amortised as a reduction of rental
expenses on a straight-line basis.

Under IFRS 16, right-of-use assets are tested for impairment in accordance with IAS 36 Impairment of Assets. This replaces
the previous requirements to recognise a provision for onerous lease contracts.

For short-term leases (lease term of 12 months or less] and leases of low-value assets [such as personal computers and office
furniture) under P 50 000, the Company opt to recognise a lease expense on a straight-line basis as permitted by IFRS 16.

The Group has adopted the modified retrospective approach and under this approach a lessee does not restate comparative
information. Consequently, the date of initial application is the first day of the 2020 financial Year. On transition to IFRS 16,
the Group recognised an additional P850.9 million of right-of-use assets and P908.7 million of lease liabilities.

3. Director's Responsibility for the Abridged Financial Statements

The directors are responsible for the preparation of the abridged consolidated financial results and financial position of the
Company in accordance with BSE and JSE listings requirements and of the Companies Act of Botswana

4.Going concern

The Group’s negative equity increased from P80.1 million at June 2019 to P467.1 million as at June 2020. The main contributor
for the increased negative equity is the P469.6 million loss from discontinued operations.

The negative Group equity gave rise to extensive investigations into the ability of the Company and Group being able to
operate as going concerns for the next year and medium term thereafter. The Board considered the 2021 budgets, detailed
cash flow forecasts - stress tested, as prepared by manaﬁement, banking facilities and covenants, undertakings of financial
support by the founder shareholders, the economic outlook of the countries in which it operates as well as the possible future
impact of the Covid-19 pandemic.

The Board, based on the evidence provided by management, concluded that the Group has already taken the necessary steps
to remed&/ the past situation by discontinuing loss making operations in South Africa, Mozambique, Kenya and Tanzania, and
that the Company and the Group should be a going concern for the foreseeable future.

The Group recognises that the Covid-19 pandemic and related disruption to the economy will result in unpredictability of the

business environment. However the GrouE has been declared an Essential Service in the countries in which it operates in, and

continues to do business even during lockdown periods. The Group will continue to monitor the situation globally and locally

and will take all measures to safeguard the interest of stakeholders in a responsible manner. The Group's goals are to protect

the health of its stakeholders and customers by upholding rigorous hygiene standards across all stores, offices and supply

chain, and to supﬂort the imperative of minimisinﬁ person-to-person “transmission through “social distancinlf" measures.
0 a

Special protocols that have been implemented for Choppies drivers of cross border trucks ensure uninterrupted and regular
delivery of imported goods

5. Group results
Ihe disclosure of the Group’s results is affected by:-

The decision of the Board to discontinue / dispose of its operations in South Africa, Kenya, Tanzania, and Mozambique,
éccortil_ngly, the results of these operations are disclosed with effect from 1 July 2019 in terms of IFRS 5 “Discontinued
perations:

The introduction of IFRS 16 — Leases. The Group has adopted the modified retrospective anroach. Under this a?pruach
comparative information is not restated. Consequently, the date of initial application is the first day of the 2020 financia
year.

The impact of IFRS 16 on FY2020 is shown in the table below where we restated FY2020 to be comparable to FY2019, where
IFRS 16 was not applied.

Total for
IMPACT OF IFRS 16 ON EBITDA GROWTH RATES Botswana  Zambia  Zimbabwe  Namibia  Contituer
As reported [P000)
FY2020 EBITDA as reported after IFRS 16 468,079  [9,024) 19,495 (5,697) 472,853
FY 2019 EBITDA as reported before for IFRS 16 258,343  [38,032] 15,149 (9,233) 226,228
% Growth as reported 81.2% [76.3%]) 28.7% [(38.3%])  109.0%
Pula variance FY2020 to FY2019 as reported 209,736 29,008 4,346 3,536 246,625
Restating FY2020 for IFRS 16 to be comparable to FY2019 (P000]
FY2020 EBITDA as reported before IFRS 16 316,556  [4,366) 15,725 [(11,261) 316,654
% Growth on a comparable basis 225% [88.5%) 3.8% 22.0% 40.0%
Pula variance FY2020 to FY2019 comparable basis 58,213 33,666 576 [2,028) 90,426

Group revenue, comprising of sale of goods, from the continuing operations increased by 1.1% to P5 421 million (2019: P5
359 million). This increase was inflation driven mainly in Botswana and Zimbabwe against a backdrop of negative sales
volumes in Botswana and Zimbabwe due to the impact of the Covid-19 pandemic. The impact of the Covid-19 pandemic on
the Group’s continuing operation’s revenue is estimated at P190 million.

Gross profit margins improved slightly to 23.1% [(2019: 22.7%] following another good performance in the Botswana
operations.

Group EBITDA on a comparable basis [i.e. before accounting for IFRS 16] increased to P316.7 million (2019 P226.3 million]
due to the improvement in gross profit margins owing to strict cost control.

Total assets reduced by P346.3 million from P2 187.1 to P1 840.8 million despite the addition of right-of-use assets in terms
of IFRS 16 to the value of P772.1m. The net reduction in total assets was mainly as a result of thediscontinued operations.

Net hor[qwin%ls excluding the IFRS 16 Lease liabilities decreased from P660.3 million to P636.1 million as the Group continues
to prioritize the reduction of debt.

6. Operational overview
This review will focus only on the continuing operations.
Botswana

The Botswana business continued to show strong resilience in an increasingly competitive and disruptive market
because of Covid-19. This year was a period of consolidation, rationalizing and balance sheet management with
only 3 new stores opened totaling 91 stores. Revenue grew by 2.7% to P4 260.1 million [2019: P4 147.2 million
desgite sales volumes reducing by 4.7%. The gross profit margin improved to an impressive 24.4% [2019: 24.1%
with increased consumer demand in an economic environment of low interest rates and a weak Rand. In addition,
improved buying and further addition of house brands contributed to profitability.

Financial services and value-added segments contributed well to the bottom line with significant effort and
resources placed behind these to improve the service delivery and profitability.

EB_“I"DA] [i.e. before accounting for IFRS 16] grew by P58.2 million or 22.5% to P316.6 million [2019: P258.3
million).

Zambia

Choppies is becominlg a significant player in the Zambian market and is currently the number 2 in its market
segment with a total of 21 stores [2019: 21). Revenue grew by 3.5% to P604.1 million [2019: P583.5 million)
and the gross profit margin to 17.6% (2019: 17.2%). In the rapid declining currency situation, input costs are not
SuffICIEnt|Y recovered bg sales proceeds in Kwacha. This situation is made worse bY some overheads like rent which
are normally fixed in US dollars, a situation currently been re-negotiated. EBITDA losses [i.e. before accounting for
IFRS 16) reduced significantly by P33.6 million to a Pu.4 million loss (2019: P38.0 million loss).

Zimbabwe

Zimbabwe is one of the most challenging markets to operate in, with hyperinflation in three digits, concerns
surroundin$ the economy, changes in the money market and public disturbances. Revenue declined by 18.6% to
P414.1 million [2019: P508.5 million) resulting from an 87.5% weakening of the local currency against the Pula
during the previous 12 months.

Gross profit margins improved inght_IY_to 19.0% [2019: 18.8%)_with EBITDA on a comparable basis [i.e. before
accounting for IFRS 16) at P15.7 million [2019: P15.1 million]. The abrupt changes and volatility in the currency
makes operating in Zimbabwe extremely difficult. This resulted in all the gains obtained at country level Igettlng
eliminated when converted at group level due to the weak currency when compared to the Botswana Pula, Despite
all these issues, the business remains self-sustaining without any cash flow constraints. However, repatriation of
profits to Botswana will continue to be difficult until the economy undergoes a structural change.

Namibia

The Namibian operation is still relatively small, with five stores (2019:5], and is yet to reach a critical mass needed
to generate sustainable profitability levels. Revenue increased by 18.7% to P142.1 million (2019: P119.7 million)
with gross profit margins improving to 18.3% [2019: 16.6%).

The trends in sales growth and substantial improvement in gross profit levels are indicative of the future potential
of the region. Based on the trends and similarities this market has to Botswana, the Namibian operation is expected
to be a substantial contributor to the profitability of the Group in the longer term.

EBITDA losses (i.e. before accounting for IFRS 16) increased to P11.3 million [2019: loss P9.2 million) due to the
rental payment of three non-operational stores.

7.Events after reporting date (full details in note 44 to the Audited Annual Financial Statements).
Key points as detailed in the financial statements include:-

e The Group is owed P124.1 million by Pay-less Supermarket [Pty] Ltd secured by a pledge of the shares of the
Fours Groug. During June 2020, the Company was instructed by the High Court of Botswana to release the shares.
However, the Compan¥ has applied for a stay of execution against the court ruling. The Company still retains the
pledge on the shares for all the outstanding receivables from Fours Group. The Pay-less Supermarket [Pty] Ltd
receivable is fully provided for.

e The matters relating to the investigation into the allegations of fraud in respect of stock losses and bulk sales
as detailed in note 43.8 of the 2019 audited financial statements were closed during August 2020. No evidence
could be found that any person was prejudiced, nor that fraud was committed.

e The Company is in the process of restructuring its debt. The Debt Restructuring Plan will allow the Company to
repay the lenders in smaller tranches than the previous structure which will release some cash to the Company
and improve the cashflows going forward. The Board is of the view that the buffer that has been provided by
lenders coupled with improved profitability levels will go a long way in keeping the Company as a going concern
for the short, medium to long term.

8. Audit Report
The Group's annual financial statements have been audited by Mazars who issued a modified opinion. Mazars’ audit
report is published on X-News simultaneously with this abridged release of results. This abridged financial informa-
tion which has not been reviewed by the Group's external auditor, has been extracted from the audited annual
financial statements.
9. Dividend
The Board has considered it prudent to not declare a dividend for the period under review.
10. Changes in board members
During the year under review there has been changes in the Board of Directors of the Company as detailed below:
Changesin Board

- Dorcas Ana Kgosietsile [Re kgned 4 September 2019]

- Heinrich Mathiam Stander f esigned 4 September 2019])

- His Excellency Festus Gontebenye Mogae [Resigned &4 September 2019)

- Ronald Tama EI\LRE‘SI ned 4 September 2019

- Wilfred Victor Mpai FRESIgnEd 4 September 2019)
Current Board

- Farouk Essop Ismail

- Ramachandran Ottapathu

- Carol Jean Harward 'iAppomted 4 September i019]

- Tom Pritchard (Appointed 4 September 2019
- D. K. Uttum Corea ’prpmnted September 2019]

The Company's primary listing is on BSE and its secondary listing is on JSE. The listing on the JSE is currently
suspended.
For and on behalf of the Board
FUCeer
e

D.K. U.Curéé [Chairman)

_p

R. Ottapathu ( Chief Executive Officer)
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Plot 50371, Fairgrounds office park,
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COMPANY SECRETARY
DPS Consulting Services (PTY) Ltd.
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Gaborone, Botswana.

AUDITORS (appointed 17 February 2020)
Mazars

Plot 139, Finance Park,

Gaborone, Botswana.



