IMPORTANT NOTE TO USERS: The audit opinion reproduced here as a
standalone document has been extracted from the Chobe Holdings Limited
Consolidated and Separate Annual Financial Statements for the year ended
29 February 2020 (the “AFS”). The AFS include the consolidated and
separate financial statements to which this audit opinion refers.
Accordingly, this audit opinion should be read together with the AFS,
which are available from Chobe Holdings Limited’s registered office.

Independent auditor’s report
To the Shareholders of Chobe Holdings Limited

Our opinion
In our opinion, the consolidated and separate financial statements give a true and fair view of the
consolidated and separate financial position of Chobe Holdings Limited (the “Company”) and its
subsidiaries (together the “Group”) as at 29 February 2020, and of its consolidated and separate
financial performance and its consolidated and separate cash flows for the year then ended in
accordance with International Financial Reporting Standards (“IFRS”).
What we have audited
Chobe Holdings Limited’s consolidated and separate financial statements set out on pages 19 to 79
which comprise:
● the consolidated and separate statements of financial position as at 29 February 2020;
● the consolidated and separate statements of comprehensive income for the year then ended;
● the consolidated and separate statements of changes in equity for the year then ended;
● the consolidated and separate statements of cash flows for the year then ended; and
● the notes to the financial statements, which include a summary of significant accounting policies.

Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s responsibilities for the
audit of the consolidated and separate financial statements section of our report.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.
Independence
We are independent of the Group in accordance with the International Code of Ethics for Professional
Accountants (including International Independence Standards) (IESBA Code) issued by the
International Ethics Standards Board for Accountants and other independence requirements
applicable to performing audits of financial statements in Botswana. We have fulfilled our other ethical
responsibilities in accordance with the IESBA Code and other ethical requirements applicable to
performing audits of financial statements in Botswana.

Material uncertainty relating to going concern
We draw attention to Note 34 in the financial statements, which discusses the impact of COVID-19 on
the Group’s operations and the various external factors that the Group is reliant upon to return to
‘normal’ level of operations. As stated in Note 34, these events or conditions indicate that a material
uncertainty exists that may cast significant doubt on the Group’s ability to continue as a going concern.
Our opinion is not modified in respect of this matter.
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Our audit approach

Overview

Overall group materiality
● Overall group materiality: P 6,663,300, which represents 5% of
consolidated profit before income tax.
Group audit scope
● The Group consists of 26 components. We performed full scope audits on
all financially significant components and the Company, and analytical
review procedures on insignificant components.
Key Audit Matters
● Valuation of non-financial assets;
● Valuation of property acquired through a business combination; and
● Adoption of IFRS 16 - Leases.
As part of designing our audit, we determined materiality and assessed the risks of material
misstatement in the consolidated and separate financial statements. In particular, we considered where
the directors made subjective judgements; for example, in respect of significant accounting estimates
that involved making assumptions and considering future events that are inherently uncertain. As in all
of our audits, we also addressed the risk of management override of internal controls, including among
other matters, consideration of whether there was evidence of bias that represented a risk of material
misstatement due to fraud.
Materiality
The scope of our audit was influenced by our application of materiality. An audit is designed to obtain
reasonable assurance whether the financial statements are free from material misstatement.
Misstatements may arise due to fraud or error. They are considered material if individually or in
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of the consolidated financial statements.
Based on our professional judgement, we determined certain quantitative thresholds for materiality,
including the overall group materiality for the consolidated financial statements as a whole as set out in
the table below. These, together with qualitative considerations, helped us to determine the scope of
our audit and the nature, timing and extent of our audit procedures and to evaluate the effect of
misstatements, both individually and in aggregate on the financial statements as a whole.
Overall group
materiality
How we determined it

P 6,663,300.

Rationale for the
materiality
benchmark applied

We chose consolidated profit before income tax as the benchmark
because, in our view, it is the benchmark against which the performance
of the Group is most commonly measured by users, and is a generally
accepted benchmark. We chose 5% which is consistent with quantitative
materiality thresholds used for profit-oriented companies in this sector.

5% of consolidated profit before income tax.

How we tailored our group audit scope
We tailored the scope of our audit in order to perform sufficient work to enable us to provide an
opinion on the consolidated financial statements as a whole, taking into account the structure of the
Group, the accounting processes and controls, and the industry in which the Group operates.
The Group consists of 26 components. The Group audit scope has been determined based on indicators
such as contribution to consolidated profit before tax and consolidated revenue from each component.
We performed full scope audits on the Company and all financially significant components (that is,
subsidiaries that engage in tourism related activities and the aircraft maintenance operations) which
could individually or in aggregate have a material impact on the consolidated financial statements.
Analytical review procedures were performed on insignificant components. All audit work was
performed by the group engagement team and did not require involvement of component auditors.
This, together with additional procedures performed at the Group level, including testing of
consolidation journals and intercompany eliminations, provided us the audit evidence we needed for
our opinion on the consolidated financial statements as a whole.

Key audit matters
Key audit matters are those matters that, in our professional judgement, were of most significance in
our audit of the consolidated and separate financial statements of the current period. These matters
were addressed in the context of our audit of the consolidated and separate financial statements as a
whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters.
In addition to the matter described in the Material uncertainty relating to going concern section, we
have determined the matters described below to be the key audit matters to be communicated in our
report.
Key audit matter

How our audit addressed the key audit
matter

Valuation of non-financial assets
(consolidated and separate financial
statements)
The Group has considered the impact of COVID19 as an adjusting post balance sheet event as its
customers, being predominantly from Europe
and North America, were already affected by
COVID-19 prior to year end. As a result, the
Group experienced several
cancellations/deferral of bookings.
Given that the Group operates on fixed term
lease concessions, any disruptions to its
operations, for which the duration and impact
cannot be estimated reliably, are considered
impairment triggers.

We assessed the appropriateness of the
valuation model applied by management with
reference to market practice and the
requirements of IFRS and found that it is
consistent with what was used in prior years.
For each of the CGUs’ impairment assessments
performed by the Group and Company, we
tested the mathematical accuracy of the value in
use calculations, recalculated the recoverable
amounts for significant CGUs and compared
these to the respective net carrying values. We
did not identify any material differences.

Key audit matter

How our audit addressed the key audit
matter

Accordingly, in addition to assessing Goodwill
on acquisition for impairment, the Group
performed impairment assessments of other
material non-financial assets such as property,
plant and equipment, right-of-use assets and
intangible assets on a Group level, and of
investments in subsidiaries on a Company level.

We tested the key inputs used by management in
their value in use calculations by performing the
following procedures:

Goodwill recognised in the Group arises mostly
from acquisition of the operating camps and
related lease holding/concession holding
companies. Therefore, the impairment
assessment was performed on the relevant Cash
Generating Units (“CGUs”). The carrying values
of the CGUs include property, plant and
equipment, right-of-use assets and intangible
assets from the Group perspective. The carrying
values of the CGUs from the Company
perspective include the investments in
subsidiaries.
The Group and Company used cash flow
projections to estimate its value in use of CGUs.
In determining necessary adjustments to be
made on the projected cash flows on account of
the impact of COVID-19, the Group used
judgements and estimates. Some of the key
judgements used include:
● Timing of estimated start of operations,
based on estimated timing of recovery of
international travel;
● Timing of return to “normal” level of
operations to achieve historical occupancy
levels;
● Estimates of costs till start of operations
and thereafter till start of normal level of
operations;
● Occupancy growth rates; and
● Discount rates.
For assessment of potential impairment of
aircraft which do not form part of any CGU, the
Group compared the carrying values against
their recoverable amounts at year end to identify
any impairment which should be recognised.

●

●

●

●

●

●

To evaluate the relevant dates estimated by
management, we tested the impact of
changes in estimated commencement dates
and resumption of normal operation dates.
We performed sensitivity analyses by
extending these beyond the Group’s and
Company’s dates by at least six months. Our
analyses revealed that, even with such
adjustments, there was sufficient headroom
before impairment was necessary;
To assess the reasonableness of estimated
costs before commencement of normal
operations, we assessed cost saving measures
planned by the Group and Company by
discussing these with management to
understand their plans, and by considering
plans already implemented to assess the costs
saved;
We agreed the cash flow projections to the
approved financial budgets used by the
Group and Company to manage and monitor
the performance of the business;
We assessed the reasonableness of the future
cash flow forecasts by comparing historical
forecasts to the current operational results
and noted no material differences;
We assessed the reasonability of the
occupancy growth rates by comparing these
with actual performance achieved in prior
years, performance achieved by similar
camps in the Group and confirmed future
bookings. We found no material
inconsistencies;
We assessed the reasonability of the forecast
period by comparing it to remaining lease
periods and found no aspects in this regard
which required further consideration; and

Key audit matter
Based on the Group’s and Company’s
assessments of the non-financial assets as well
as the underlying operations of the respective
subsidiaries, no impairment provisions were
required to be raised.
The valuation of non-financial assets is
considered to be a matter of most significance to
the current year audit due to the disruption
caused to the business by COVID-19, the level of
judgement and assumptions made by
management in determining future cash flows
and the magnitude of the non-financial assets
recorded in the consolidated and separate
financial statements as at 29 February 2020.
Refer to the following disclosures in the financial
statements for detail:
● Critical accounting estimates and
assumptions - Note 2: Impact of COVID-19
and impairment of assets; and
● Note 34: Going concern and events after
the reporting date.

How our audit addressed the key audit
matter
●

We calculated an independent range of
discount rates by taking into account
independent data such as risk-free rates in
the market, country risk premium, cost of
debt, market risk premium, beta of
comparable companies, capital structure of
the industry’s comparable companies and
other macro economic inputs. We compared
our independently calculated discount rates
to the discount rates used by management
and found that the discount rates used by
management were within an acceptable range
of our independent calculations.

For aircraft, we compared the Group’s estimated
market values to estimated selling prices
obtained from external sources and no material
differences were found.

Valuation of property acquired through a
business combination
(consolidated financial statements)
During the year, the Group acquired the entire
shareholding of Sedia Hotel (Pty) Limited and
Quadrum (Pty) Limited for P30 million.
The Group determined this to be a business
combination by analysing the underlying
agreement and activities of the acquirees.
Quadrum (Pty) Limited and Sedia (Pty) Limited
are considered as one Cash Generating Unit
(“CGU”) as it is one operating business which
owns the underlying property and operates the
hotel business.
The Group engaged an external expert to assist
with the identification and valuation of the
tangible and intangible assets acquired through
the transaction.

Using our valuation expertise and by obtaining
an understanding of the subsidiaries’ industry,
we formed an independent expectation of the
assets acquired which would need to be
recognised by:
● reading the acquisition agreement to
understand its terms;
● examining pre-acquisition management
accounts and audited financial statements of
the subsidiaries;
● considering intangible assets typically
identified in similar business combinations;
and
● discussing the nature of the subsidiaries’
business activities and the rationale for the
acquisition with the Group’s directors and
management.
We found no inconsistencies between those
assets identified by the Group and our
independent expectation.

Key audit matter
The external expert identified the underlying
property as the single tangible asset and an
independent valuer valued the property based
on the income capitalisation approach. The key
variables used in determining the fair value of
the property are the capitalisation rate and the
net rentals.
We considered the valuation of the property
acquired to be a matter of most significance to
our current year audit due to the nature and
extent of judgement that was required in
determining the fair value of the property.
Refer to the following disclosures in the financial
statements for detail:
● Summary of significant accounting policies
- Note 5: Business Combinations; and
● Note 25: Business Combinations.

How our audit addressed the key audit
matter
We assessed the independence and professional
qualifications of the independent valuer
through, amongst other procedures, discussions
with the independent valuer and by obtaining a
written confirmation of their independence,
objectivity and qualifications. We found no
aspects in this regard which required further
consideration.
With respect to the fair value of the property we
performed following procedures:
● We assessed the appropriateness of the
valuation method used by the independent
valuer with reference to the requirements of
IFRS and industry norms. The valuation
method was comparable to those typically
used in the industry;
● We tested a sample of inputs used in
management’s valuation, including cash
flows, by comparing these to underlying
documentation (such as market rentals of
comparable properties, historical occupancy
rates and historical operating expenses) and
with our knowledge of the industry to assess
the accuracy and completeness thereof.
Based on our work performed, we accepted
the data inputs used in the valuations; and
● We assessed the reasonability of the
capitalisation rates utilised in the valuation
by comparing these rates to those generally
used in the market for similar properties,
and considered general market factors (such
as comparable long-bond yield rates) and
property specific risk factors. These inputs
were found to be within an acceptable range.

Adoption of IFRS 16 – Leases
(consolidated financial statements)
The Group adopted IFRS 16 - Leases (“IFRS 16”)
for the first time in the current financial year.
The Group applied IFRS 16 retrospectively from
01 March 2019, but has not restated
comparatives for the year ended 28 February
2019, as permitted under the specific transition
provisions in the standard.

Our audit procedures included the following:
● We evaluated the Group’s IFRS 16 adoption
guidance and implementation thereof
against the transition requirements of IFRS
16. We did not note any inconsistencies in
this regard.

Key audit matter

How our audit addressed the key audit
matter

At 1 March 2019, the Group recognised right-ofuse assets to the value of P45.27 million and
lease liabilities to the value of P57.73 million,
and derecognised deferred lease obligations to
the value of P12.46 million, which was
previously recognised in accordance with IAS 17:
Leases.

● We tested the completeness of individual
leases included in the IFRS 16 calculation, by
comparing these to valid lease contracts and
current year lease payments recorded in the
accounting records. No exceptions were
noted.

In determining the appropriate amounts and
balances to apply in the application of IFRS 16,
the Group used following observable data
inputs:
● The remaining lease period;
● The lease payments; and
● The Group’s estimated incremental
borrowing rate.
The adoption of IFRS 16 was considered to be a
matter of most significance to the current year
audit due to the relative complexity of
calculations and inputs required on transition.
Refer to the following disclosures in the
consolidated financial statements for detail:
● Summary of significant accounting
policies, Note 24 (Changes in accounting
policy: Adoption of IFRS16 – Leases);
● Summary of significant accounting
policies, Note 19 (Right-of-use assets
and lease liability);
● Note 27 (Right-of-use assets); and
● Note 28 (Lease liabilities).

● For all of the lease agreements, we agreed the
observable data inputs, such as the lease
period and lease rentals included in the IFRS
16 calculation to the information in the
underlying lease agreements and further
assessed whether such inputs were
consistent with the underlying requirements
of IFRS 16. Our testing did not identify any
material inconsistencies.
● We compared the Group’s estimated
incremental borrowing rate to the prevailing
prime bank rate and market premiums
which, in our experience, are offered for
entities similar to the Group. Based on our
work performed we accepted the Group’s
estimated rate.
● We tested the mathematical accuracy of the
IFRS 16 calculation and noted no differences.
We agreed the values of the right-of-use assets
and lease liabilities from the IFRS 16 calculation
to the respective balances recorded in the
accounting records without any material
differences.

Other information
The directors are responsible for the other information. The other information comprises the
information included in the document titled “Chobe Holdings Limited Group Financial Statements for
the year ended 29 February 2020” which we obtained prior to the date of this auditor’s report, and the
other sections of the document titled “Chobe Holdings Limited Annual Report & Group Financial
Statements 2020”, which is expected to be made available to us after that date. The other information
does not include the consolidated or the separate financial statements and our auditor’s report thereon.
Our opinion on the consolidated and separate financial statements does not cover the other
information and we do not and will not express an audit opinion or any form of assurance conclusion
thereon.

In connection with our audit of the consolidated and separate financial statements, our responsibility is
to read the other information identified above and, in doing so, consider whether the other information
is materially inconsistent with the consolidated and separate financial statements or our knowledge
obtained in the audit, or otherwise appears to be materially misstated.
If, based on the work we have performed on the other information that we obtained prior to the date of
this auditor’s report, we conclude that there is a material misstatement of this other information, we
are required to report that fact. We have nothing to report in this regard.

Responsibilities of the directors for the consolidated and separate financial
statements
The directors are responsible for the preparation of the consolidated and separate financial statements
that give a true and fair view in accordance with International Financial Reporting Standards and for
such internal control as the directors determine is necessary to enable the preparation of consolidated
and separate financial statements that are free from material misstatement, whether due to fraud or
error.
In preparing the consolidated and separate financial statements, the directors are responsible for
assessing the Group and the Company’s ability to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going concern basis of accounting unless the directors
either intend to liquidate the Group and/or the Company or to cease operations, or have no realistic
alternative but to do so.

Auditor’s responsibilities for the audit of the consolidated and separate financial
statements
Our objectives are to obtain reasonable assurance about whether the consolidated and separate
financial statements as a whole are free from material misstatement, whether due to fraud or error, and
to issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with ISAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these consolidated and separate financial statements.
As part of an audit in accordance with ISAs, we exercise professional judgement and maintain
professional scepticism throughout the audit. We also:
●

●
●

Identify and assess the risks of material misstatement of the consolidated and separate financial
statements, whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our
opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.
Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group’s and the Company’s internal control.
Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the directors.

●

●

●

Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s and the Company’s ability to continue as
a going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the consolidated and separate
financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions
are based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Group and/or Company to cease to continue as a going concern.
Evaluate the overall presentation, structure and content of the consolidated and separate financial
statements, including the disclosures, and whether the consolidated and separate financial
statements represent the underlying transactions and events in a manner that achieves fair
presentation.
Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with the directors regarding, among other matters, the planned scope and timing of
the audit and significant audit findings, including any significant deficiencies in internal control that
we identify during our audit.
We also provide the directors with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.
From the matters communicated with the directors, we determine those matters that were of most
significance in the audit of the consolidated and separate financial statements of the current period and
are therefore the key audit matters. We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the adverse consequences
of doing so would reasonably be expected to outweigh the public interest benefits of such
communication.
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