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Board Responsibilities and Approval of the Annual Financial Statements

The directors are required in terms of the Non-Bank Financial Institutions Regulatory Authority Act, 2016 to maintain adequate
accounting records and are responsible for the content and integrity of the annual financial statements and related financial
information included in this report. It is their responsibility to ensure that the annual financial statements fairly present the state of
affairs of the Authority as at the end of the financial year and the results of its operations and cash flows for the period then
ended, in conformity with International Financial Reporting Standards. The exlernal auditors are engaged to express an
independent opinion on the annual financial statements.

The annual financial statements are prepared in accordance with International Financial Reporting Standards and are based
upon appropiiate accounting policies consistently applied and supported by reasonable and prudent judgements and estimates.

The directors acknowledge that they are ultimately responsible for the system of internal financial control established by the
Authority and place considerable importance on maintaining a strong control environment, To enable the directors to meet these
responsibilities, the board of directors sets standards for internal controt aimed at reducing the risk of error or loss in a cost
effective manner. The standards include the proper delegation of responsibilities within a clearly defined framework, effective
accounting precedures and adequate segregation of duties to ensure an acceptable level of risk. These controls are monitored
throughout the Authority and all employees are required to maintain the highest ethical standards in ensuring the Authority's
business is conducted in a manner that in all reasonable circumstances is above reproach. The focus of risk management in the
Authority is on identifying, assessing, managing and monitoring all known forms of risk across the Authority. While operating risk
cannot be fully eliminated, the Authority endeavours to minimise it by ensuring that appropriate infrastructure, controls, systems
and ethical behaviour are applied and managed within predetermined procedures and constraints.

The directors are of the opinion, based on the information and explanations given by management, that the system of internal
control provides reasonable assurance that the financial records may be relied an for the preparation of the annual financial
statements. However, any system of internal financial control can provide only reasonable, and not absolute, assurance against
material misstatement or loss.

The directors have reviewed the Authority's cash flow forecast for the year 1o 31 March 2022 and, in light of this review and the
current financial position, they are satisfied that the Autherity has or had access to adequate resources to continue in operational
existence for the foreseeable future.

The external auditors are responsible far independently auditing and reporting on the Authority's annual financial statements.

The annual financial statements have been examined by the Authority's external auditors and their report is presented on pages
4107

The annual financial statements set out on pages 9 to 37, which have been prepared on the going concern basis, were
approved by the board of directors on i s A“(; ZDZJ and were signed on their behalf by:

Approval of financial statemeants

WAL /DS

Director Director

Gaborone
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Independent Auditor's Report

Other information

The directors are responsible for the other information. The other information comprises the general information and Statement
of Director Responsibility, which we obtained prior to the date of this auditor's report, and other sections of the annual report,
which are expected to be made available to us after that date. Other information does not include the annuat financial
statements and our auditor's report thereon.

Our opinion on the annual financial statements does not cover the other infoermation and we do not express an audit opinion or
any form of assurance conclusion thereon.

In connection with our audit of the annual financial statements, our responsibility is to read the other information and, in doing
so, consider whether the other information is materially inconsistent with the annual financial statements or our knowledge
obtained in the audit, or otherwise appears to be materially misstated. If, based on the work we have performed, 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 Annual Financial Statements

The directors are responsible for the preparation and fair presentation of the annual financial statements in accordance with
International Financial Reporting Standards, and for such internal contro! as the directors determine is necessary to enable the
preparation of annual financial statements that are free from material misstatement, whether due 1o fraud or error.

In preparing the annual financial Statements, the directors are responsible for assessing the Authority'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 Authority or to cease operations, or have no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Authority's financial reporting process.
Auditor’s responsibilities for the audit of the Annual Financial Statements

Our cbjectives are to obtain reasonable assurance about whether the annual 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 International Standards
on Auditing 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 annual financial statements.

As part of an audit in accordance with International Standards on Auditing, we exercise professional judgement and maintain
professional skepticism throughout the audit. We also:

« Identify and assess the risks of material misstatement of the annual 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 controf.

* 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 Authority's
internal control.

+ Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimagtes
related disclosures made by the directors.
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Independent Auditor's Report

*  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 Authority’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 annual financial
stalements or, if such disclosures are inadequate, to modify our opinion. Qur 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
Authority to cease to continue as a going concern.

*  Evaluate the overall presentation, structure and content of the annual financial statements, including the disclosures,
and whether the annual financial statements represent the underlying transactions and events in a manner that
achieves fair presentation.

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 interna! 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 annual financial statements of the current year 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.

Reporting on Other Legal and Regulatory Requirements

As required by the Non-Bank Financial Institutions Regulatory Authority Act, 2016. we report to you, based on our audit, that:

+  all the information and explanation which, to the best of the auditor’s knowledge and belief, were necessary for the
performance of the auditor's duties;

* The accounts and related records of the Regulatory Authority have been properly kept

s The Regulatory Authority has complied with all the financial provisions of this Act with which it is its duty to comply
with: and

» The statement of accounts prepared by the Authority was prepared on a basis consistent with that of the preceding
year and represents a true and fair view of the transactions and financial affairs of the Regulatory Authority.

Cigant TuoenToon ()é Sef 202
Chartered Accountants Gaborone
Certified Auditor: Sunny Mulakuiam (Memb No:20050097)
Certified Auditor of Public Interest Entity
Certificate Number: CAP 0034 2021
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Chartered Accountants

Grant Thornton
Acumen Park, Plot 50370
Fairgrounds, Gaborone
P C Box 1167

Gaborone, Botswana

T +267 395 2313
F +267 397 2367

inkadin.com/company/Grant-Thersan-Botawana
twittar.com/GronthomtonBw

Independent Auditor's Report

To the members of Non-Bank Financial Institutions Regulatory Authority
Opinion

We have audited the accompanying annual financial statements of Non-Bank Financial Institutions Regulatory Authority set
out on pages 8 to 35, which comprise the statement of financial position as at 31 March 2021, and the statement of profit
or loss and other comprehensive income, statement of changes in funds and statement of cash flows for the year then
ended, and notes to the annual financial statements, including a summary of significant accounting policies.

In our opinion, the annual financial statements give a true and fair view of, the financial position of Non-Bank Financial
Institutions Regulatory Authority as at 31 March 2021, and its financial performance and cash flows for the year then ended
in accordance with International Financial Reporting Standards and in the manner required by the Non-Bank Financial
Institutions Regulatory Authority Act, 2016.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing. Our responsibilities under those standards
are further described in the Auditor's Responsibilities for the audit of the annual financial statements section of our report.
We are independent of the Authority in accordance with the International Ethics Standards Board for Accountants Code of
Ethics for Professional Accountants (Parts A and B) (IESBA Code) and other independence requirements applicable to
performing audits of annual financial statements in Botswana. We have fulfilled our other ethical responsibilities in
accordance with the IESBA Code and in accordance with other ethical requirements applicable to performing audits in
Botswana. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basi
opinion.

4
Botswona Accountaney Oversight Authority reglstration numbar: FAP 005 2014 (Audit Firm of Public Intareat Entity) Membar of Grant Th I ional Ltd
Botswana Inatitute of Chortared Accountants membership number: MeFBW11013 [Audit and Non-Audit) Offioss In Gaborone § Franclstown

Partners
Kalyanaramon Vijay [Managing), Dinesh R Mallan (Deputy Manoging)®, Aswin Voidyanathan®, Modhavan Venkotachary®,
Narayonaswamy Nerasimhan®, Anthony Quashle, Sunny K Mulakulam®, Aparna Vijay® (*Indlan) www.grqntthornton.eo.bw
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Independent Auditor's Report

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the annual
financial statements of the current period. These matters were addressed in the context of our audit of the annual financial
statements as a whole, and in forming our opinion thereon, and the report below is not intended to constitute separate opinions on

those key audit matters.

Key audit matter

How the matter was addressed in our audit

Recognition of revenue

The Authority relies on Supervisory levies and
Government grants to sustain its activities. The
activities include those that are recurrent in nature
for administrative purpose and for the
remuneration of its employees.

* We have performed walkthroughs on the revenue cycle to gain
an understanding of when the revenue is recognised.

¢ We obtained the invoice listing from the operating system and
determined that income has been appropriately recorded in the
general ledger. We selected a sample of invoices raised from
each calegory to verify that the levy has been appropriately
recognised in the system and compare the details of the invoice
lo the information in the Authority's system.

*  We have reviewed the Authority's credit policy on receivables
and assessed that appropriate provision is made on overdue
accounts where the recoverability of the balances was doubtful,
in line with requirements of IFRS 9, which was adopted by the
Authority.

Operating expenses

The operations of the Authority are supported by
significant expenditure/purchases and moreover
compliance with the procurement procedures has
been flagged as a significant risk. Thus, the matter
has been considered key to the audit

* We obtained an understanding of controls surrounding
procurement and performed walk-throughs to ensure they were
operating effectively during the year

* We selected a monetary unit sample and tested the same to
ensure that the disbursements were following the Authority's
policies and were legitimately for the purpose of the Authority's
operations
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Statement of Profit or Loss and Other Comprehensive Income for the year

ended 31 March 2021

Figures in Pula Note 2021 2020
Government grants 3 11633 117 19 978 053
Amortisation of govarnments grants 4 3660372 6 326 829
Other operating income 5 6 676 634 2 604 811
Supervisory levies <] 67 314982 58 766 691
Total revenue 89285105 87 676 384
Movement in credit loss allowances 7 (1836 975) (965 423)
Staff costs 8 (58 171 793) (54 361 666)
Consultancy costs 9 (526 516) {1 914 144)
Administrative expenses 10 (11315761) (14 194 991)
Other operating expenses i (10 110 252) (10 391 629)
Total operating expenses (81961 297) (81 827 853)
Operating surplus 7 323 808 5848 §31
Finance income 12 848 860 861 701
Finance costs 13 {207 140) (278 273)
Total operating surplus 7 965 528 6 431 959
Other comprehensive income - -
Total comprehenslve income for the year 7 965 528 6 431 959
NS &
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Statement of Financial Position as at 31 March 2021

Figures in Pula Note 2021 2020

Assets

Non-Current Assets

Property, plant and equipment 14 4 664 609 3 595 084

Right-of-use assets 15 14 298 399 2 497 081

Intangible assets 16 - 3 126 460
18 963 008 9 218 605

Current Assets

Trade and other receivables 17 1338785 295 660

Cash and cash equivalents 18 28602469 20384 967
29941 254 20 680 627

Total Assets 43904 262 29899232

Funds and Liabilities

Funds

Revaluation reserve 442 795 442 795

Reserves 6 921 540 2830792

Accumulated income 10433 478 6 558 700
17 797 813 9 832 287

Liabilities

Non-Current Liabilities

Lease liabilities 15 12 090 483 -

Government grants 19 8 897 681 10 723 898

African Development Bank Grant 20 - 255 451
20988164 10979349

Current Liabilities

Trade and other payables 21 1941655 2011026

Lease liabilities 15 2 336 866 2793 855

Short term employee benefits 22 5839764 4282715
10118 285 9 087 596

Total Liabilities 31106449 20 066 945

Total Funds and Liabilities 48 904 262 29 899 232

e
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Statement of Changes in Funds for the year ended 31 March 2021

Revaluation Statutory  Accumulated Total Funds
Figures in Pula reserve Reserve lossigain

Balance at 1 Apri! 2019 442 785 2830792 126 741 3400 328
Surplus for the year - - 6 431 959 6431959
Other comprehensive income - - - -

Surplus for the year - - 6 431 958 6 431 959
Balance at 31 March 2020 442 795 2830792 6 558 700 9 832 287
Balance at 1 April 2020 442 795 2830792 6 558 698 9 832 285
Surplus for the year - - 7 965 528 7 965 528
Other comprehensive income - - - -
Surplus for the year - - 7 965 528 7 965 528
Transfer between reserves - 4090 748 (4 080 748) -
Total changes recognised directly in Statement of - 4 090 748 (4 090 748) -
Funds

Balance at 31 March 2021 442 795 6921540 10433478 17797813

Statutory Reserve

Section 23 (2) of the Non-Bank Financial Institutions Regulatory Act, 2016, requires that an annual estimate not exceeding 10
per cent (10%:} of the total expenditure provided for in the estimales, be provided for as a reserve. The Statutory Reserve
provided is adequate for the leve! of expenditure incurred. The purpose of the reserve is to be utilised for unforseen regulatory
expenditure.

The Regulatory Authority believes that based on the current budget, the statutory reserve is adequate and in compliance with
section 23 (2) of the Non-Bank Financial Institutions Regulatory Act, 2016.

10
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Statement of Cash Flows for the year ended 31 March 2021

Figures in Pula Note(s) 2021 2020
Cash flows from operating activities

Cash generated from operations 24 10733733 B 494 627
Finance costs (207 140) (278 273)
Net cash from operating activities 10 526 593 8 216 354
Cash flows from investing activities

Purchase of Property, plant and equipment 14 (1623110) (421 946)
Sale of Property, plant and equipment 14 A4 407 .
Interest income 848 860 861 701
Net cash from investing activities (729 843) 439 755
Cash flows from financing activities

Government grants 1578 703 421 946
Payment on lease liabilities 25 {3157 951) (2 868 089)
Net cash from financing activities (1579 248) (2446 143)
Total cash and cash equivalents movement for the year 8 217 502 6 209 966
Cash and cash equivalents at the beginning of the year 20 384 967 14 175 001
Total cash and cash equivalents at end of the year 18 28602469 20 384 967

11
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Accounting Policies

1. Significant accounting policies

The annual financial statements have been prepared in accordance with International Financial Reporting Standards. The
annual financial statements have been prepared on the historical cost basis, except for certain financial instruments measured at
fair value, and incorporate the principal accounting policies set out betow. They are presented in Pula.

These accounting policies are consistent with the previous period.
1.1 Statement of Compliance

The financial statements have been prepared in accordance with the International Financial Reporiing Standards (IFRS) and the
Non-Bank Financial Institutions Regulatory Authority Act 2016.

1.2 Significant judgements and sources of estimation uncertainty

The preparation of financial statements in conformity with the Inlernational Financial Reporting Standards requires the use of
certain critical accounting estimates and judgements concerning the fulure. Estimates and judgements are continually evaluated
and are based on historical factors coupled with expectations about future events that are considered reasonable. In the process
of applying the Authority's accounting policies, management has made the following estimates that have a significant risk of
causing material adjustment to the carrying amounts of assets and liabilities within the next year.

Key Areas of estimation and judgement

The key assumption concerning the future and other key sources of estimation uncertainty and judgements at the reporting date,
that have a significant risk of causing material adjustment to the carrying amounts of assets and liabilities within the next
financial year as this involves assessments or decisions that are particularly complex or subjective, are discussed below:

Depreciation charges and residual values

For depreciation purposes, a significant component is defined as equal to or greater than 20% of total cost of the asset and each
significant component with different useful lives is depreciated separately. The depreciation methods reflects the pattern in which
economic benefits atiributable to the assets flow to the entity. The useful lives of these assets can vary depending on a variety of
factors, including but not limited to the technological obsolescence, maintenance programs, refurbishments, product life cycles
and the intention of management. Residual values of assets are determined by estimating the amount that the eniity would
currently obtain from the disposal of the asset already of age and in the conditicn expected at the end of its useful life. The
estimation of the useful life and residual values of an asset is a matter of judgement based on the past experience of the
Authority with similar assets and the intention of management, Assessment of the asset condition and usefulness are key
assumptions used to determine the assets’ useful lives and residual values.

Supervisory Levies

Where supervisory levies are calculated on information that has not been audited, the Regulatory Autherity assumes that
estimates have been used and will place reliance on the information submitted by the regulated entities as a basis for
calculation,

Impairment testing

The recoverable amounts of cash-generating units and individual assets have been determined based on the higher of value-
inuse calculations and fair values less costs to sell. These calculations require the use of estimates and assumptions. It is
reasonably possible that the assumption may change which may then impact our estimations and may then require a material
adjustment to the carrying value of assets.

The entity reviews and tests the carrying value of assets when events or changes in circumstances suggest that the carrying
amount may not be recoverable. Assets are grouped at the lowest level for which identifiable cash flows are largely independent
of cash flows of other assets and liabilities. If there are indications that impairment may have occurred, estimates are prepared
of expected future cash flows for each group of assets. Expected future cash flows used to determine the value in use of assets
are inherently uncertain and could materially change over time. They are significantly affected by a number of factors including
supply and demand, together with economic factors such as exchange rates, inflation and interest.

Provisions

Provisions were raised and management determined an eslimate based on the information available.

12
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Accounting Policies

1.3 [Intangible assets

An intangible asset is recognised when:
+ jtis probable that the expected future economic benefits that are attributable to the asset will flow to the entity; and
= the cost of the asset can be measured reliably.

Intangible assets are initially recognised at cost.

The amortisation period and the amortisation method for intangible assets are reviewed every pericd-end.

Amortisation is provided to write down the intangible assets, on a straight line basis, to their residual values as follows:

ltem Average usefu! life
Risk Based Supervisory System (RBSS) S years
Enterprise Resource Ptanning (ERP) S years

1.4 Property, plant and equipment

Property, Plant and Equipment is stated at cost, net of accumulated depreciation and / or accumulated impairment losses, if any.
All plant and equipment are measured at historical cost less depreciation and impairment losses. Historical costs includes
expenditure that is directly attributable to the acquisition of the items.

Subsequent costs such as replacement parts and major inspections are included in the asset's carrying amount or recognised
as a separate asset, as appropriate, only when it is prebable that future economic benefits associated with the item will flow to
the Authority and the cost of the item can be measured reliably. All day-to-day repairs and maintenance are charged to the
surplus or deficit during the financial period in which they are incurred.

Motor vehicles is subsequently measured at revalued amount, being the fair value at the date of revaluation less any
subsequent accumulated depreciation and subsequent accumulated impairment losses.

Revaluations are made with sufficient regularity such that the carrying amount does not differ materially from that which would
be determined using fair value at the end of the reporting year. The assets are revalued every 2-3 years.

When an item of property, plant and equipment is revalued, the gross carrying amount is adjusted consistently with the
revaluation of the camrying amount. The accumulated depreciation at that date is adjusted to equal the difference between the
gross carrying amount and the camrying amount after taking into account accumulated impairment losses.

When an item of property, plant and equipment is revalued, any accumulated depreciation at the date of the revaluation is
eliminated against the gross carrying amount of the asset.

Any increase in an asset's carrying amount, as a result of a revaluation, is recognised in other comprehensive income and
accumulated in the revaluation reserve in equity. The increase is recognised in profit or loss to the extent that it reverses a
ravaluation decrease of the same asset previously recognised in profit or loss.

Any decrease in an asset's carrying amount, as a result of a revaluation, is recognised in profit or loss in the current year. The
decrease is recognised in other comprehensive income to the extent of any credit balance existing in the revatuation reserve in
respect of that asset. The decrease recognised in other comprehensive income reduces the amount accumulated in the
revaluation reserve in equity.

The revaluation reserve related 1o a specific item of property, plant and equipment is transferred directly to retained income
when the asset is derecognised.

The revaluation reserve related to a specific item of property, plant and equipment is transferred directly to retained income as
the asset is used. The amount transferred is equal o the difference between depreciation based on the revalued camying
amount and depreciation based on the original cost of the asset, net of deferred tax.

Depreciation is charged so as to write off the cost of the assets over their estimated useful lives on a straight-line basis, to
estimated residual values. Where significant parts of an item have different useful lives to the item itself, these parts are
depreciated separately over their useful lives. The methods of depreciation, useful lives and residual values are reviewed
annually, with the effect of any change in estimates accounted for prospectively. Depreciation is not charged to an asset if its
estimated residual value exceeds or is equal to its carrying amount. Depreciation of an asset ceases at the earlier of the date
that the asset is classified as held for sale or derecognised.

13
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Accounting Policies

1.4 Property, plant and equipment (continued)

The useful lives of items of property, plant and equipment have been assessed as follows:

Item Depreciation method Average useful life
Leasehold property Lease term Lease term
Furniture and fixtures Straight line 10 years

Motor vehicles Straight line 4.5 years

Office equipment Straight line 6-7 years
Computer equipment Straight line 3-7 years

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are expected from
its continued use or disposal. Any gain or loss arising from the derecognition of an item of property, plant and equipment,
determined as the difference between the net disposal proceeds, if any, and the carrying amount of the item, is included in profit
or loss when the item is derecognised.

1.5 Impairment of non-financial assets

At each financial reporting date, the Authority reviews the carrying amount of its tangible assets to determine whether there is
any indication that those assels have suffered an impairment loss. If any such indications exist, the recoverable amount of the
asset is estimated in order to determine the extent of the impairment loss (if any). Where it is not possible to estimate the
recoverable amount of an individual asset, the Authority estimates the recoverable amount of the cash generating section to
which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell and value in use. 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.

If the recoverable amount of an asset (or cash-generating section) is estimated to be less than its carrying amount, its carrying
amount is reduced to its recoverable amount. Impaiment losses are recognised in the surplus or deficit in those categories
consistent with the function of the impaired asset.

Where an impairment loss subsequenlly reverses, the carrying amount of the asset (cash-generating-section) is increased to the
revised estimate of its recoverable amount. This is done so that the increased carrying amount does not exceed the carrying
amount that would have been determined had no impairment loss been recognised in the prior years. A reversal of an
impairment loss is recognised in the surplus or deficit.

1.6 Revenue from regulated entities

The Authority recognises revenue from the following major sources:
»  Supervisory levies

License fees

Penalties and interest

Finance income

Government Grant

Revenue is measured based on the consideration specified in a contract with a customer and excludes amounts collected on
behalf of third parties. The Authority recognises revenue when it transfers control of a product or service to a customer.

The Supervisory levies

The supervisory levies and licence fees were promulgated into law through Statutory Instrument No.54 of 2020 of the Republic
of Botswana, which was published in the Government Gazette of the 27 March 2021, Supervisory levies are charged and are
payable in two equal porticns, on or before the 30th April and 31st October of each financial year. Registered non-bank financial
institutions are required to pay levies on an annual basis in terms of the Non-Bank Financial Institutions Regulatory Authority Act
20186. Supervisory levies are recognised at point in time. The Regulatory Authority may, on application, waive payment of some
or all of a supervisory levy, penalty levy or a fee. The levies are fixed in nature and there are no separate performance
obligations identified.

14
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Accounting Policies

1.6 Revenue from regulated entities {(continued)
License fees

License fees are recognised on licensing of the relevant supervised entities and are recognised at the point in time. Some
classes of regulated entities are charged annual licence fees, such fees are recognised by the Authority as revenue.

Penalties and interest

Penalties and interest are recognised in the surplus or deficit on penalizing those regulated entities that have defaulted in
meeting the necessary regulatory guidelines.

Finance income

Revenue is recognised as interest accrues (using the effective interest method). Finance income is recognised in the surplus or
deficit,

Government Grant

Government grants are recognised where 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. Where the grant relates to the
purchase of an asset, it is recognised as capital grant in the statement of financial pesition and released to the statement of
comprehensive income in equal amounts over the expected useful life of the related asset.Where the Authority receives a
nonmonetary grant, the asset and the grant are recorded at nominal amounts and released to the total surplus or deficit over the
expected useful life of the relevant asset by equal annual installments.

1.7 Translation of foreign currencias
Foreign currency transactions

Transactions in foreign currencies are initially recorded at the functional currency rate ruling at the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional currency rate of exchange
ruling at the reporting date.

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. Foreign exchange translation gains or losses arising on the settlement of monetary
items or on translating monetary items or on translating monetary items at rates different from those used when translating at
initial recognition during the period or in the financial statements are taken to the statement of comprehensive income in the
period they arise.

1.8 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. The Regulatory Authority had no eligible assets or borrowing costs for the period
reported.

1.8 Employee benefits
Pension

The Regulatory Authority operates a defined contribution scheme for the employees, Payments to the scheme are charged as
an expense to the statement of comprehensive income as they fall due.

Gratuity

The Regutatory Authority provides for gratuity benefits for employees on fixed term contracts in line with the Employment Act
Chapter 47:01 and the relevant employment contracts. Gratuity expenses are recognised immediately, to the extent that the
benefits are amortised on a straight-line basis over the period of service, until the benefits become payable. The charge is made
to expenses in the statement of comprehensive income and a separate provision in the statement of financial position.
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Accounting Policies

1.9 Employee benefits (continued)
Leave pay provision
The Regulatory Authority recognises, in full, employee’s right to annual leave entitlement in respect of past service. The
recognition is made each year and is calculated based on accrued leave days not taken during the year. The charge is made to
expenses in the statement of comprehensive income and a separate provision in the statement of financial position.
1.10 Government grants
Government grants are recognised when there is reasonable assurance that
s  the Authority will comply with the conditions attaching to them; and
+  the grants will be received.

Government grants are recognised as income over the periods necessary to match them with the related costs that they are
intended to compensate.

A government grant that becomes receivable as compensation for expenses or losses already incurred or for the purpose of
giving immediate financial support to the entity with no future related costs is recognised as income of the period in which it
becomes receivable.

Government grants related to assets, including non-monetary grants at fair value, are presented in the statement of financial
position by setting up the grant as deferred income or by deducting the grant in arriving at the carrying amount of the asset,

Grantis relating to the acquisition of property, plant and equipment are credited to the income statement on a straight line basis
over the expected useful lives of the related assets. The related costs are shown at cost less accumulated depreciation. When
an asset financed through grants is disposed of, the total unamortised portion of the grant relating to the asset is recognised in
profit and loss in the year of disposal.

1.11 Financial instruments

Financial instruments held by the Authority are classified in accordance with the provisions of IFRS 9 Financial Instruments.
Broadly, the classification possibilities, which are adopted by the Authority ,as applicable, are as follows:

Financial assets:
. Amortised cost.

Financial liabilities:
. Amortised cost.

Note 27 Financial instruments and risk management presents the financial instruments held by the Authority based on their
specific classifications.

All regular way purchases or sales of financial assets are recognised and derecegnised on a trade date basis. Regular way
purchases or sales are purchases or sales of financial assets that require delivery of assets within the time frame established by
regulation or convention in the marketplace.

The specific accounting policies for the classification, recognition and measurement of each type of financial instrument held by
the Authority are presented below:

Trade and other receivables
Classification

Trade and other receivables, excluding, when applicable, VAT and prepayments, are classified as financial assets subsequently
measured at amortised cost (note 17).

They have been classified in this manner because their contractual terms give rise, on specified dates to cash flows that are
solely payments of principal and interest on the principal outstanding, and the Authority's business model is to collect the
contractual cash flows on trade and other receivables.
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1.11 Financial instruments {continued)
Recognition and measurement

Trade and other receivables are recognised when the Authority becomes a party to the contraciual provisions of the receivables.
They are measured, at initial recognition, at fair value plus transaction costs, if any.

They are subsequently measured at amortised cost.

The amortised cost is the amount recognised on the receivable initially, minus principal repayments, plus cumulative
amortisation (interest) using the effective interest method of any difference between the initial amount and the maturity amount,
adjusted for any loss allowance.

Impairment

The Authority recognises a loss allowance for expected credit losses ontrade and other receivables, excluding VAT and
prepayments. The amount of expected credit losses is updated at each reporting date.

The Authority measures the loss allowance for trade and other receivables at an amount equal to lifetime expected credit losses
{lifetime ECL), which represents the expected credit losses that will result from all possible default events over the expected life
of the receivable.

Measurement and recognition of expected credit losses

The Authority makes use of a provision matrix as a practical expedient to the determination of expected credit losses ontrade
and other receivables. The provision matrix is based on historic credit loss experience, adjusted for factors that are specific to
the debtors, general economic conditions and an assessment of both the current and forecast diraction of conditions at the
reporting date, including the time value of money, where appropriate.

The customer base is widespread and does not show significantly different loss patterns for different customer segments. The
loss allowance is calculated on a collective basis for all trade and other receivables in totality. Detaits of the provision matrix is
presented in note 17.

An impairment gain or loss is recognised in profit or loss with a corresponding adjustment to the carrying amount of trade and
other receivables, through use of a loss allowance account. The impairment loss is included in other operating expenses in
profit or loss as a movement in credit loss allowance (note 17).

Write off policy

The Authority writes off a receivable when there is information indicaling that the counterparty is in severe financial difficulty and
there is no realistic prospect of recovery, e.g. when the counterparty has been placed under liquidation or has entered into
bankruptcy proceedings. Receivables written off may still be subject to enforcement activities under the Authority recovery
procedures, taking into account legal advice where appropriate. Any recoveries made are recognised in profit or loss.

Credit risk

Details of credit risk are included in the trade and other receivables note note 17} and the financial instruments and risk
management note (note 27}.

Deracognition
Refer to the derecognition section of the accounting policy for the policies and processes related to derecognition.

Any gains or losses arising on the derecognition of trade and other receivables is included in profit or loss in the derecognition
gains (losses) on financial assets at amortised cost line item.

Trade and other payables
Classification

Trade and other payables {note 21), excluding VAT and amounts received in advance, are classified as financial liabilities
subsequently measured at amortised cost.
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1.11 Financial instruments (continued)
Recognlition and measurement

They are recognised when the Authority becomes a party to the contractual provisions, and are measured, at initial recognition,
at fair value plus transaction costs, if any.

They are subsequently measured at amortised cost using the effective interest method.

The effective interest method is a method of calculating the amortised cost of a financial liability and of allocating interest
expense cver the relevant pericd. The effective interest rate is the rate that exactly discounts estimated future cash payments
{including all fees and points paid or received that form an integral part of the effective interest rate, transaction costs and other
premiums or discounts) through the expected life of the financial liability, or (where appropriate) a sherter period, to the
amortised cost of a financial liability.

Trade and other payables expose the Authority to liquidity risk and possibly to interest rate risk. Refer to note 27 for details of
risk exposure and management thereof.

Derecognition

Refer to the "derecognition”" section of the accounting policy for the policies and processes related to derecognition.

Cash and cash equivalents

For the purpose of the cash flow statement, cash and cash equivalents consist of cash, cash deposits on call and short-term
fixed deposit accounts in banks. Cash and cash equivalents are subsequently carried at amortised cost. Due to the short-term
nature of these, the amortised cost approximates its fair value.

The Authority's financial assets include cash and cash equivalents and trade and other receivables.

Derecognition

Financial assets

The Authority derecognises a financial asset only when the contractual rights to the cash flows from the asset expire, or when it
transfers the financial asset and substantially all the risks and rewards of ownership of the asset to another party. If the Authority
neither transfers nor retains substantially all the risks and rewards of ownership and continues to control the transferred asset,
the Authority recognises its retained interest in the asset and an associated liability for amounts it may have to pay. If the
Authority retains substantially all the risks and rewards of ownership of a fransferred financial asset, the Authority continues to
recognise the financial asset and also recoghises a collateralised borrowing for the proceeds received.

Financial liabilities

The Authority derecognises financial Habilities when, and only when, the Authority obligations are discharged, cancelled or they
expire. The diffsrance between the carrying amount of the financial liability derecognised and the consideration paid and
payable, including any non-cash assets transferred or liabilities assumed, is recognised in profit or loss.

1.12 Provisions

Provisions are recognised when the Authority has a present legal or constructive obligation as a result of past events, it is
probable that an outflow of resources will be required to settle the obligation; and a reliable estimate of the amount can be made.
Provisions are measured at the directors’ best estimate of expenditure required to settle the obligation at the reporting date, and
are discounied to present value where the effect of the time value of money is material.

1.13 Leases

The company assesses whether a conliract is, or contains a lease, at the inception of the contract.

A contract is, or contains a lease if the contract conveys the right to control the use of an identified asset for a period of time in
exchange for consideration.
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1.13 Leases {continued)

In order to assess whether a contract is, or contains a lease, management determine whether the asset under consideration is
“identified", which means that the asset is either explicitly or implicitly specified in the contract and that the supplier does not
have a substantial right of substitution throughout the period of use. Once management has concluded that the contract deals
with an identified asset, the right to control the use thereof is considered. To this end, control aver the use of an identified asset
only exists when the company has the right to substantially all of the economic benefits from the use of the asset as well as the
right to direct the use of the asset.

In circumstances where the determination of whether the contract is or contains a lease requires significant judgement, the
relevant disclosures are provided in the significant judgments and sources of estimation uncertainty section of these accounting
policies.

Company as lessee

A lease liability and corresponding right-of-use asset are recognised at the lease commencement date, for all lease agreements
for which the company is a lessee, except for short-term leases of 12 months or less, or leases of low value assels, For these
leases, the company recognises the lease payments as an operating expense on a straight-line basis over the term of the lease
unless another systematic basis is more representative of the time pattem in which economic benefits from the leased assel are
consumed.

The various lease and non-lease components of contracts containing leases are accounted for separately, with consideration
being allocated to each lease component on the basis of the relative stand-alone prices of the lease components and the
aggregate stand-alone price of the non-lease components (where non-lease components exist).

However as an exception to the preceding paragraph, the company has elected not to separate the non-lease components for
leases of land and buildings.

Details of leasing arrangements where the company is a lessee are presented in note 15 Leases (company as lessee).
Lease liability

The lease liability is initially measured at the present value of the lease payments that are not paid at the commencement date,
discounted by using the rate implicit in the lease. If this rate cannat be readily determined, the company uses its incremental
borrowing rate.

Lease paymaents included in the measurement of the lease liability comprise the following:

fixed lease payments, including in-substance fixed payments, less any lease incentives;

s  variable lease payments that depend on an index or rate, initially measured using the index or rate at the
commencement date;

¢ the amount expected to be payable by the company under residual value guarantees;

*  the exercise price of purchase options, if the company is reasonably certain to exercise the option;

» lease payments in an optional renewal period if the company is reascnably certain to exercise an extension option,
and

. penalties for early termination of a lease, if the lease term reflects the exercise of an option to terminate the lease.

Variable rents that do not depend on an index or rate are not included in the measurement of the lease liability (or right-of-use
asset). The related payments are recognised as an expense in the period incurred and are included in operating axpenses (note
15).

The lease liability is presented as a separate line item on the Statement of Financial Position.

The lease liability is subsequently measured by increasing the carrying amount to reflect interest on the lease liability (using the
effective interest method) and by reducing the carmrying amount to reflect lease payments made. Interest charged on the lease
liability is included in finance costs (note 13).

The company remeasures the lease liability (and makes a corresponding adjustment to the related right-of-use asset) when:
there has been a change to the lease term, in which case the lease liability is remeasured by discounting the revised
lease payments using a revised discount rate;

s there has been a change in the assessment of whether the company will exercise a purchase, termination or
extension option, in which case the lease liability is remeasured by discounting the revised lease payments using a
revised discount rate;
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1.13 Leases (continued)

*  there has been a change to the lease payments due to a change in an index or a rate, in which case the lease liability
is remeasured by discounting the revised lease payments using the initial discount rate (unless the lease payments
change is due to a change in a floating interest rate, in which case a revised discount rate is used);

=  there has been a change in expected payment under a residual value guarantee, in which case the lease liability 1
remeasured by discounting the revised lease payments using the initial discount rate;

*  alease contract has been modified and the lease modification is not accounted for as a separale lease, in which case
the lease liability is remeasured by discounting the revised payments using a revised discount rate,

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying amount of the right-of-use
asset, or is recognised in profit or loss if the carrying amount of the right-of-use asset has been reduced to zero.

Right-of-use assets
Right-of-use assets are presented as a separate line item on the Statement of Financial Position.

Lease payments included in the measurement of the lease liability comprise the following:

the initial amount of the corresponding lease liability;

*  any lease payments made at or before the commencement date;

¢ any initial direct costs incurred,

¢ any estimated costs to dismantle and remove the underlying asset or to restore the underlying asset or the site on
which it is located, when the company incurs an obligation to do so, unless these costs are incurred to produce
inventories; and

¢ |ess any lease incentives received.

Right-of-use assels are subsequently measured at cost less accumulated depreciation and impairment losses.

Right-of-use assels are depreciated over the shorter period of lease term and useful life of the underlying asset. However, if a
lease transfers ownership of the underlying asset or the cost of the right-of-use asset reflects that the company expects to
exercise a purchase option, the related nght-cf-use asset is depreciated over the useful life of the underlying asset. Depreciation
starls at the commencement date of a lease.

For right-of-use assets which are depreciated over their useful lives, the useful lives are determined consistently with items of
the same class of property, plant and equipment, Refer to the accounting policy for property, plant and equipment for details of
useful lives.

The residual value, useful life and depreciation method of each asset are reviewed at the end of each reporting year. If the
expectations differ from previous estimates, the change is accounted for prospectively as a change in accounting estimate. Each
part of a right-of-use asset with a cost that is significant in relation to the total cost of the asset is depreciated separately.

The depreciation charge for each year is recognised in profit or loss unless it is included in the carrying amount of another asset.
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2. New Standards and Interpretations
2.1 Standards and interpretations effective and adopted in the current year

In the current year, the Authority has adopted the following standards and interpretations that are effective for the current
financial year and that are relevant to ils operations:

Standard/ Interpretation: Effective date: Expected impact:
Years beginning on or
after
. Definition of a business - Amendments to IFRS 3 1 January 2020 The impact of the standard
is not material.
. Presentation of Financial Statements: Disclosure initiative 1 January 2020 The impact of the standard
is not material.
*  Agcounting Policies, Changes in Accounting Estimates and 1 January 2020 The impact of the standard
Errors: Disclosure initiative is not material.

2.2 Standards and interpretations not yet effective

The Authority has chosen not o early adopt the following standards and interpretations, which have been published and are
mandatory for the Authority’s accounting pericds beginning cn or after 1 April 2021 or later periods:

Standard/ Interpretation: Effective date: Expected impact:
Years beginning on or
after
. IFRS 17 Insurance Contracts 1 January 2021 Unlikely there will be a

material impact
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3.  Government Grants

Revenue grants 11633 117 19 978 053
The total grant recelved from the government are as follows:
Revenue grants 11633 117 19978 053
Capital grants 1578 703 421 947
13 211 820 20 400 000
4. Amortisaton of governments grants
Amotisation of property, plant and equipment 533913 907 671
Amortisation of intangible assets 3126 459 5419 158
3 660 372 6 326 829
5. QOther operating income
Gains (losses) on disposals, scrapplngs and settlements
Property, plant and equipment 14 44 407 -
Interest and penalties, registration and renewals 6 055 639 2291 500
Other income 550 946 313311
6 650 992 2 604 811
Foreign exchange gains (losses)
Net foreign exchange gains 25642 -
Total other operating gains (losses) 6 676 634 2 604 811
6. Supervisory levies
Supervisory levies - Capital Markels 80 708 146 740
Supervisory levies - Lending 31179953 26 663 610
Supervisory levies - Finance and lsasing companies 1917 348 1 307 520
Supervisory levies - Insurance 13 030 069 11 770 831
Supervisory levies - Retirement fund and investment institutions 18 346 285 16 350 794
Supervisory levies - Medical Aid 2700619 2527 196
67 314 982 58 766 691
7. Movement in credit loss allowances
Trade and other receivables 1836 975 965 423
8. Staff costs
Employee costs
Basic salaries 32621463 30 332006
Allowances 18 908 255 17 738 414
Defined contribution plan expense 6 6842 075 6 291 156
58171793 54 361 666
9. Consultancy costs
Other consultancy costs 526 516 19814144
22
AW



Non-Bank Financial Institutions Regulatory Authority

Annual Financial Statements for the year ended 31 March 2021

Notes to the Annual Financial Statements

10. Administrative expenses

Advertising 668 651 73570
Audit fees 115 139 108 622
Administrative fees 183 624 -
Bank charges 40 427 58 827
Depreciation 3 543 694 4123 256
Amortisation of RBSS and ERP 3 126 459 5419158
Insurance 421 884 441 263
Motor vehicle expenses 20072 27 884
Office expenses 380 462 7224
Printing and stationery 437 516 365617
Recruitment 412 863 126 821
Telephone and fax 855 963 674 946
Travel - 1422 358
Staff costs 508 944 791 459
Utilities 600 063 553 986

11 315761 14 194 891
11. Other expenses
Board costs 275134 286 882
Branding and communications 807 765 1371837
Cleaning 196 426 199133
Internet 842 425 627 648
Legal fees 1143 406 840 707
Repairs and maintenance 601 390 390 921
License fees 3281609 4 141 538
Security 120 630 125725
Subscriptions 1043 279 809 610
Strategy expenses 639 072 313085
Training 1159 116 1184 563

10110252 10 391 629
12. Finance income
Interest income
investments in financial assets:
Bank 848 860 861 701
13. Finance costs
Interest expense for leasing arrangements 207 140 278273
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14. Property, plant and equipment

2021 2020
Cost or Accumulated Carrying value Costor Accumulated Carrying value
revaluation depreciation revaluation depreciation
Leasehold property 125714 (125 714) - 125714 (125 714) -
Furniture and fixtures 4 588 700 (2 855 168) 1733532 4544 292 (2633 133) 1911 159
Motor vehicles 522783 (235 255) 287 528 522 783 (232 833) 289 950
Office equipment 325 330 (253 894) 71 436 250 836 (248 299) 2 537
IT equipment 5718 697 (3 146 584) 2572113 4214 489 (2 823 051) 1391 438
Total 11 281 224 (6 616 615) 4 654 609 9 658 114 {6 063 030) 3 595084
Reconciliation of property, plant and equipment - 2021
Opening Additions Depraciation Total
balance
Furniture and fixtures 1911 159 44 407 (222 034) 1733532
Motor vehicles 289 950 - (2422) 287 528
Office equipment 2537 74 494 (5 595) 71436
IT equipment 1391 438 1504 209 (323 534) 2572113
3595084 1623110 (553 585) 4 664 609
Reconciliation of property, plant and equipment - 2020
Opening Additions Depreciation Total
balance
Furniture and fixtures 2201127 86 088 {376 056) 1911159
Motor vehicles 420 647 - {130 667) 289 850
Office equipment 5329 - (2792) 2537
IT equipment 1 504 408 335 858 {448 828) 1391 438
4131 811 421 946 {958 373) 3595 084

Revaluations

The Authority's motor vehicles are stated at revalued amounts, being the fair value at the date of revaluation, less any
subsequent accumulated depreciation and accumulated impairment losses. Revaluations are performed every 3 years and in
intervening years if the carrying amount of the asset differs materially from their fair value.

The revaluations of the motor vehicles were performed on 31 December 2018 by independent valuers who have appropriate
knowledge and experience in the market values of the vehicles.

The carrying value of the revalued assets under the cost model would have been:

Motor vehicles

Othar information

Fully depreciated property, plant and equipment still in use

1178079

1178 079
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Figures in Pula 2021 2020

15. Right-of-use assets
Net carrying amounts of right-of-use assets
The carrying amounts of right-of-use assets are included in the following line items:

Buildings 14 268 399 2 497 081

Additions to right-of-use assets

Buildings 14 791 447 5661 944

Depreciation recognised on right-of-use assets

Depreciation recognised on each class of right-of-use assets, is presented below. It includes depreciation which has been
expensed in the total depreciation charge in profit or loss, as well as depreciation which has been capitalised to the cost of other
assels.

Buildings 2890 108 3 164 883

Other disclosures
Interest expense on lease liabilities 207 140 278 273
Lease liabilities

The maturity analysis of lease liabilities is as follows:

Within one year 3026017 2 874 510
Two to five years 13 363 691 -

16 389 708 -
Less finance charges component (1 962 359) (80 655)

14 427 349 (80 655)
Non-current liabilities 12 090 483 -
Current liabilities 2 336 866 2 793 855

14 427 349 27493 855

The table below describes the nature of the company's leasing activilies by type of right of use asset recognised on balance
sheet. There were no leases with variable payments linked to an index and termination option.

Right of use assets No of right of Range of Average No of leases No of leases
use assets remaining remaining with with option to
leased term lease tarm extension purchase
options
Building 1 58 months 58 months 1 0
25
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Figures in Pula 2021 2020
16. Intangible assets
2021 2020
Cost Accumulated Carrying value Cost Accumulated Carrying value
amortisation amortisation
Enterprise Resource Planning 13339605 (13 339 605) 13339605 (10 671685) 2 667 920
(ERP)
Risk Based Supervisory System 13756 184 (13756 184) 13756184 (13 297 644) 458 540
(RBSS)
Total 27 09578% (27 095 788) 27095789 (23 969 329) 3126 460
Reconciliation of intangible assets - 2021
Opening  Amortisation Total
balance
Enterprise Resource Planning (ERP) 2 667 920 {2 667 920) -
Risk Based Supervisory System (RBSS} 458 540 (458 540) -
3 126 460 {3 126 460) -
Reconciliation of intangible assets - 2020
Opening  Amortisation Total
balance
Enterprise Resource Planning (ERP) § 335 841 {2 667 921) 2 667 920
Risk Based Supervisory System (RBSS) 3200776 (2 751 236) 458 540
B 545 617 {5 419157) 3126 460
17. Trade and other receivables
Financial instrumants:
Trade receivables 5343 262 2 907 591
Loss allowance (4660733) (2891867)
Trade receivables at amortised cost 682 529 16724
Deposits 224 209 224 209
Other receivable 432 047 55727
Total trade and other receivables 1338785 295 660
Split between non-current and current portions
Current assets 1338785 295 660
Categorisation of trade and other receivables
Trade and other receivables are categorised as follows in accordance with IFRS 9: Financial Instruments:
At amortised cost 1338785 285 660

Exposure to credit risk

Trade receivables inherently expose the Authority to credit risk, being the risk that the Autharity will incur financial loss if

customers fail to make payments as they fall due.
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Figures in Pula 2021 2020

17. Trade and other receivablas {continued)

In order to mitigate the risk of financial loss from defaults, the Authority only deals with reputable customers with consistent
payment histories. Sufficient collaleral or guarantees are also cbtained when appropriate. Each customer is analysed individually
for creditworthiness before terms and conditions are offered. Statistical credit scoring models are used to analyse customers.
These models make use of information submitted by the customers as well as external bureau data (where available). Customer
credit limits are in place and are reviewed and approved by credit management committees. The exposure 1o credit risk and the
creditworthiness of customers, is continuously monitored.

There have been no significant changes in the credit risk management policies and processes since the prior reporting pericd.

Trade receivables arise from supervisory levies. The customer base is large and widespread, with a result that there is no
specific significant concentration of credit risk from these trade receivables.

A loss allowance is recognised for all frade receivables, in accordance with IFRS 9 Financial Instruments, and is monilored at
the end of each reporting period. In addition to the loss allowance, trade receivables are written off when there is no reasonable
expectation of recovery, for example, when a debtor has been placed under liquidation. Trade receivables which have been
written off are not subject o enforcement activities.

The Authority measures the loss allowance for trade receivables by applying the simplified approach which is prescribed by
IFRS 9. In accordance with this approach, the loss allowance on trade receivables is determined as the lifetime expected credit
losses on trade receivables. These lifetime expected credit losses are estimated using a provision matrix, which is presented
below. The provision matrix has been developed by making use of past default experience of debtors but also incorporates
forward looking information and general economic conditions of the industry as at the reporting date.

The company's historical credit loss experience does not show significantly different loss patterns for different customer
segments. The provision for credit losses is therefore based on past due status without disaggregating into further risk profiles.
The loss allowance provision is determined as follows:

2021 2021 2020 2020
Estimated Loss Estimated Loss
gross allowance gross allowance

carrying (LIfetime carrying {Lifetime
amountat expected amountat expected
Expected credit loss rate: default  credit loss) default  credit loss)

More than 120 days past due 5343262 (4660733) 2907591 (2891867)

Reconciliation of loss allowances

The following table shows the movement in the loss allowance (lifetime expected credit losses) forlease receivables:

Opening balance (2891 867) (1926 444)
Provision raised on new trade receivables {1 768 866} (965 423)
Closing balance (4660 733) (2891 867)

Fair value of trade and other receivables

The fair value of trade and other receivables approximates their carrying amounts.
18. Cash and cash equivalents

Cash and cash equivalents consist of:

Cash on hand 3281 3265
Bank balances 28 599 188 20 381 702

28602469 20 384 967
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Figures in Pula 2021 2020

18. Cash and cash equivalents {continued)

The cash and cash equivalents are earning interest at the floating rate based on a daily bank deposit rates. The Regulatory
Authority has maintained separate gratuity account 1o ring-fence the post employment benefits relating to gratuity. Furthermore
a separate Supervisory Levies Account is maintained from that of the Government Subvention Account.

Credit quality of cash at bank, excluding cash on hand

The credit quality of cash at bank, excluding cash on hand that are neither past due nor impaired can be assessed by reference
to historical information about counterparty default rates. Commercial Banks in Botswana are not rated, however, these financial
institutions are subsidiaries of rated bank in South Africa.

19, Government grants

Opening balance 10723 838 15 096 072
Received during the year 1578 703 421 947
Amortisation of government granis (3666 098) (4794 121)

8636503 10723898

20. African Development Bank Grant

Opening balance 255 421 1788 159
Amortisation of African Develompment Bank Grants (255 421) {1 532 708)
- 258 451

African Development Bank has provided assistance to the Authority in developing the Risk Based Regulatory System (RBSS)

The Regulatory Authority recognises the assistance received from the African Development Bank as a grant, and upon
completion of the model, the grant was capitalised as intangible asset and amortised over the useful lives of the asset.

21. Trade and other payables

Financial instruments:

Trade payables 1449 393 1307 913
Other payables 492 262 173 334
Other payables - 40 007
Non-financial instruments:

Amounts received in advance - 489 772

1941 655 2011026

Fair value of trade and other payables

The fair value of trade and other payables approximates their carrying amounts,
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Figures in Pula 2021 2020

22. Short term employee benefits

Reconciliation of short term employee benefits - 2021

Opening Additions Utilised Total
balance during the
year
Gratuity accruals 1091 727 1010 867 (517 833) 1584 761
Leave accruals 3180988 1378622 (314 607) 4 255 003

4282715 2 389 489 (832 440} 5839 764

Reconciliation of short term employee banefits - 2020

Opening Additions Utilised Total
balance during the
year
Gratuity accruals 1862 645 1188 030 (1 958 948) 1091727
Leave accruals 2934 663 373793 (117 468) 3190 988

4 797 308 1561 823 (2076 416) 4282715

23. Taxation

No provision for taxation is required as the Regulatory Authority is exempt from taxation in terms of the second Schedule of the
Income Tax Act (Chapter 52:01).

24. Cash generated from operations

Surplus before taxation 7 965 528 6431959
Adjustments for:

Depreciation and amortisation 6670153 9542 414
Loss on disposals (44 407) -
Interest income (848 860) (861 701)
Finance costs 207 140 278 273
Net impairments and movements in credit loss allowances 1836 975 965 423
Deffered operating lease - (140 341)
Movements in provisions 1557 049 (514 593)
Amortisation of government grants (3660372) (6326 829)
Changes in working capital:

Trade and other receivables {2 880 100) (888 500)
Trade and other payables (69 373) 8522

10733733 8 494 627
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26. Related parties

Relationships

The Regulatory Authority was set up by the Non-Bank Financial

Institutions Regulatory Authority Act, 2016 and is therefore related to the

Goverment of the Republic of Botswana. Transactions with related

parties are in the normal course of business. The following transaction

were carried out with related parties

Members of key management Mr Segage
Mr Gade
Ms Seromelo
Ms Modisa
Ms Masike
Ms Makepe
Mr Dumedisang

Mr Ncaagae {Resigned on 30 September 2020)

Mr Rampha
Ms Modengo
Ms White

Ms Raphaka
Ms Soko

Ms Mongati
Ms Chombah
Mr Bungile

Mr Motshidisi {Tenure commenced on 01 September

2020)

Ms Monageng (Tenure commenced on 01 January

2021)
Mr Sesinyi (Acting Director)

Related party transactions

Grant received

Government of the Republic of Botswana 13211820 20400 000

Compensation to directors and other key management

Short term employee benefits 13 984 894 14 328 781

Gratuity and pension 2473 295 2577 168

Other benefits 1302 323 1403 695
17 760 512 18 309 644

Compensation paid to key personnel of the Authority. The amounts presented comprise 18 executive staff members (2020: 18

executive staff members). One of the members was on acting appointments.
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27. Financial instruments and risk management

Categories of financial instruments

Categories of financial assets

2021

Trade and other receivables
Cash and cash equivalents

2020

Trade and other receivables
Cash and cash equivalents

Categories of financial liabilities

2021

Trade and other payables
Lease liabilities

2020

Trade and clher payables
Finance lease obligations

Risk management

Note Amortised Total Fair value
cost

17 1338785 1338785 1338785
18 2B 602 469 28 602 469 28 602 469
29 941 254 29941 254 29 941 254

Note Amortised Total Fair value

cost

17 295 660 295 660 295 660
18 20 384 967 20 384 967 20 384 967
20 680 627 20 680 627 20 680 627

Note Amortised Leases Total Fair value

cost

21 1941654 - 1941654 1941654
15 - 14 427 349 14 427 349 14 427 349
1941654 14 427 349 16 369 003 16 369 003

Note Amortised Leases Total Fair value

cost

21 1 468 445 - 1 468 445 1468 445
15 - 2793 855 2793 855 2793 855
1468 445 2793 855 4262 300 4 262 300

Capital includes all funds and reserves as per the face of the statement of financial position. The Authority's objective when
managing funds are to safeguard its ability to continue as a going concern in order to perform the mandate for which it was
created for. Management is of the view that these objective are being met. During 2021, the Authority did not have borrowings.
The Regulatory Autherity is supported by the licensed Non-Bank Financial Institutions and the Government of the Republic of
Botswana, currently the necessary support is provided to sustain the operations of the Regulatory Authority. The NBFIRA Act
stipufates that an annual estimate of the Regulatory Authority's expenditure for a financial year shall include provision for a
Statutory Reserve of not more than 10% of the total expenditure provided in the estimate.

Based on the regulatory Authority Act the current statutory reserve is adequate and in line with the provisions of the Act.
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27. Financial instruments and risk management (continued)
Financial risk management
Credit risk

The Regulatory Authority has exposure to credit risk, which is the risk that a counterparty will be unable to pay amounts in full
when due, Credit risk is the risk that the regulated and supervised Non-Bank Financial Institutions and other counter parties will
not be able or willing to pay or fulfil their obligations in accordance with Non-Bank Financial Institutions Regulatory Authority Act.
The Authority uses reputable financial institutions for investing purposes.

All cash and cash equivalents are placed with financial institutions registered in Botswana,

The maximum exposure to credit risk is represented by the carrying amount of accounts receivable and cash and cash
equivalents, as shown in the statement of financial position.

Concentration of credit

The Regulatory Authority is currently funded by the Government of Bolswana and the regulated entities through Supervisory
Levies and License Fees. The Regulatory Authority's credit risk is primarily attributable to its cash and cash equivalents, and
receivable from regulated entities. Financial assets that potentially subject the Board to concentration of credit risk consists
primarily of cash and cash equivalent as well as accounts receivable. Cash and cash equivalents are placed with reputable
financial institutions in the normal trading course. Expenditure and controls have been put in place to manage credit risk, The
Regulatory Authority has no significant concentration of credit risk as its exposure is spread over a number of counterparties.

The Regulatory Authority does not have any significant credit risk exposure to any single counterparty. As at year end there was
no significant credit risk, the cash position as at year end was P 28 602 469 (2020: P 20 384 967)

2021 2020
Gross Creditloss Amortised Gross Creditloss Amortised
carrying allowance cost carrying allowance cost
amount amount
Trade and other receivables 17 5999518 (4660733) 1338785 3187527 (2891867) 295 660
Cash and cash equivalents 18 28 602 469 - 28602469 20384 967 - 20384967

34601987 (4660733) 29941254 23572494 (2891867) 20680627

Liquidity risk

The Authority's approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to meet
its liabilities when due, without incurring losses or risking damage to the Regulatory Authority's reputation. The ultimate
responsibility for liquidity risk management procedures for the management of the Regulatory Authority's funding and liquidity
management requirements.

The Regulatory Authority manages liquidity risk by maintaining adequate cash and cash equivalents to settle liabilities when they
become due, by continuously monitoring forecasts actual cash flows, and by matching the Government Subvention to the
maturity profile of the financial liabilities.

The following table summarises the maturity profile of the Regulatory Authority's financial liabilities as at 31 March 2021 based
on contractual undiscounted payments:
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27. Financial instruments and risk management (continued)

2021

Lessthan 2to5years Total Carrying

1 yoar amount

Non-current liabilities
Lease liabilities - 12 090 483 12090 483 12 090 483
Current liabilities
Trade and other payables 1941654 - 1941 654 1941 654
Lease liabilities 2 336 866 - 2 336 B65 2 336 866

4278520 12090483 16369003 16 369 003

2020
Less than Total Carrying
1 year amount
Current liabilities
Trade and other payables 21 1 468 445 1468 445 1468 445
Lease liabilities 2793 855 2793 855 2793 855

Interest rate risk

Financial instruments that are sensitive to interest rate risk are bank balances and cash {refer o note 12). Interest rates
applicable 1o these financial instruments compare favourably with those currently available in the market. The following table
demonstrates the sensitivity to a reasonable possible change in interest rates at reporting date, with all other variables held
constant, of the Regulatory Authority's (deficit)/surplus for the year (through the impact on fioating rate financial instruments),
funds and reserves at reporting date. The reasonable possible change is based on pasl trends of interest and expected future
changes. The impact was calculated by applying the reasonable changes to the exposures at reporting date, and with reference
to the next 12 months. There is no other direct impact on the Regulatory Authority’s funds and reserves.

Increase of 0.1% in interest rate 34001 27 419
Decrease of 0.1% in interest rate (34 001) (27 419)
34
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28. Going concern
Coronavirus 2019 (Covid-19) Impact Assessment

The World Health Organisation dectared the Covid-19 outbreak as a pandemic on the 11t of March 2020, and this led to wide-
ranging strict measures aimed at curbing the spread of the virus, Like many other governments, the Botswana Government had
to put in safeguards such as the national/zonal lockdowns, isolation/quarantine for those affected, border closures, social
distancing, sanitisation, or cleaning of hands as well as national declaration for the wearing of masks. These nationwide
measures are occasionally reviewed,

The financial year 2020/21 started with a national lockdown which was only eased in May 2020. The Authority has since taken
a series of proactive measures to protect and reduce the risks to its employees, clients and the continuance of its business
activity. These measures include adherence to social distancing, provision of sanitisers, implementation of home working
arrangements to decongest the office among others. In addition, the Authority is conscientiously following and adhering to the
directives issued by the government and other relevant authorities.

At the time of issue of these financial statements, the virus has proven 1o be resilient and mutated into several strains, meaning
that even with vaccines becoming available, the pandemic is still far from over, thereby its effects on the Authority continue to
be subject to significant levels of uncerainty. With a rise in the COVID-19 ¢ases in the Authority, it is evident that our
employees are still at risk and business may also be impacted negatively. In light of this, the Authority will continue to leverage
on technology to serve its customers so as fo minimise any disruptions to service delivery and continue with cost containment
measures to ensure the Authority does not run into losses.

In making the going cencern judgements and financial projections, Management considered factors such as possible travel
bans, business restrictions, government assistance, including information that shows whether there will be sufficient liquidity to
continue to meet obligations as and when they fall due. Management has assessed the existing and anticipated effects of the
pandemic on the Authority’s activities and the appropriateness of the use of the going concern assumption in the preparation
of these financial statements.

Based on the assessment undertaken, Management is of the view that the Authority has adequate cash balances, statutory
reserve, and accumulated income to withstand the effects of the pandemic. Management therefore considers the going concern
basis to be appropriate for the Authority.
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Figures in Pula Note(s} 2021 2020
Other operating expenses
Administrative fees (183 624) -
Advertising (668 651) (73 570)
Amortisation (3126 458) (5419158)
Auditors remuneration (115 139) (108 622)
Bank charges (40 427) {58 827)
Board fees (275 134) (286 882)
Branding and communications (807 765) {1371 837)
Cleaning (196 426) (199 133)
Consulting and professional fees {626 516y (1914 144)
Depreciation (3543694) (4123 256)
Employee costs (568 171 793} (54 361 666)
Insurance {421 &84} (441 263)
Internet {842 425} (627 648)
Legal fees (1 143 406) (840 707}
License fees {(3281609) (4141 538)
Motor vehicle expenses (20 072) (27 884)
Office expenses (380 462) {7 224}
Printing and stationery {437 516) {365 617}
Recruitment (412 863) {126 821}
Repairs and maintenance {601 390) {390 931)
Security (120 630) {125 725)
Staff costs (508 944) {791 459)
Strategy expenses (639 072) {313 055)
Subscriptions (1043 279) {909 610)
Telephone and fax (855 963) {674 946)
Training (1159116) (1184 563)
Travel - (1 422 358)
Utilities (600 063) (553 986)
{80 124 322) (80 862 430)

a7

The supplementary information presented does not form part of the annual financial statements and is unaudited
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