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LETTER TO THE MINISTER

20 September 2024

Honourable Peggy Serame
Ministry of Finance

Private Bag 008
GABORONE

Honourable Minister,
INTEGRATED REPORT FOR THE PERIOD JANUARY 2023 - MARCH 2024

In accordance with Section 67 of the Financial Reporting Act, | hereby submit the
March 2024 Integrated Report for the Botswana Accountancy Oversight Authority.

The Integrated Report (IR) covers the operations of the Authority for the financial
period 01 January 2023 to 31 March 2024, and the audited Financial Statements for
the same period. The Authority changed its financial year end from December to
March through the Financial Reporting (Amendment) Act which became effective
on 01 April 2022. The IR also includes the Auditors’ Report prepared in accordance
with Section 65 of the Financial Reporting Act.

Thank you.

Yours faithfully

&> =2

Sapelo Bantsi
BOARD CHAIRPERSON
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LEGISLATIVE MANDATE

The Botswana Accountancy Oversight
Authority was established by the
Financial Reporting Act, 2010.

The Act was amended through the Financial
Reporting (Amendment) Act 2020.

The mandate of the Authority is as follows:

An independent oversight body of the
accounting and auditing profession in
Botswana.

Regulate the reporting of financial matters of
public interest entities and the corporate sector.

Promote the standard, quality and credibility
of providing financial and non-financial
information by entfifies.

Issue, adopt, establish, monitor, and enforce
financial reporting, accounting and auditing
standards.

Promote high standards of corporate
governance and compliance with professional
ethics.

Protect public interest.

Monitoring of Professional Accountancy
Organisations.

ENHANCED GLOBAL CONFIDENCE IN FINANCIAL REPORTING, AUDIT AND CORPORATE GOVERNANCE.
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GENERAL INFORMATION

COUNTRY OF INCORPORATION
AND DOMICILE

NATURE OF BUSINESS AND
PRINCIPAL ACTIVITIES

BOARD MEMBERS

BUSINESS ADDRESS

POSTAL ADDRESS

AUDITOR

BANKERS

Botswana

The principal objective of the Authority is to provide
oversight to the accounting and auditing profession
and promote the standard, quality and credibility of
providing financial and non-financial information by
Public Interest Entities.

Its functions include standard setting, financial
reporting monitoring, audit practice reviews,
corporate governance reviews, enforcement of
compliance with financialreporting laws, regulations,
codes and standards, anti-money laundering
reviews and oversight over the education and
training of professional accountants and Professional
Accountancy Organisations ( PAOs) in Botswana.

Sapelo Bantsi - Chairperson

Zoe A.Isaacs - Vice Chairperson
Gobona Tobedza

Kealeboga Molelowatladi

Jeanette C. Makgolo

Tsametse C. Mmolai

Catherine N. Monageng

Daniel N. Loeto (Resigned 30.09.2023)

Plot 54357, Varsha House, CBD 10" Floor Gaborone,
Botswana

Private Bag 0056, Gaborone

Baker Tilly Certified Auditors
Certified Audit Firm of Public Interest Entities

First National Bank of Botswana
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LIST OF ABBREVIATIONS/ACRONYMS

ACCA  Association of Chartered Certified Accountants
AFIAAR African Forum of Independent Accounting and Auditing Regulators
BAOA Botswana Accountancy Oversight Authority (the Authority)

BICA Botswana Institute of Chartered Accountants
BoB Bank of Botswana
BSE Botswana Stock Exchange

CIMA Chartered Institute of Management Accountants

CPD Continuous Professional Development
EC Enforcement Committee
ETC Education and Training Committee

ESAAG East and Southern African Association of Accountants General

FAC Finance and Audit Committee
FRA Financial Reporting Act, 2010, read with Financial Reporting (Amendment)
Act, 2020

FRMC Financial Reporting Monitoring Committee

HRC Human Resources Committee

IASB Intfernational Accounting Standards Board

ICT Information Communications Technology

IFIAR Intfernational Forum of Independent Audit Regulators
IFRS Intfernational Financial Reporting Standards

IPSAS International Public Sector Accounting Standards
ISA International Standards on Audifing

IT Information Technology

MAFR Mandatory Audit Firm Rotation

MoF Ministry of Finance

MoU Memorandum of Understanding

PAFA Pan African Federation of Accountants
PIE Public Interest Enfity

REMS Risk Enterprise Management System
SOE State Owned Entities
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ABOUT THIS REPORT

REPORTING BOUNDARY AND SCOPE

The Report covers governance issues, the Authority’s operating model, the risks
and opportunities that affect the Authority’s ability to create value, strategy and
performance in relation to the operating environment. The Report discusses material
information intended to provide Stakeholders with insights info the Authority’s
operations.

REPORTING FRAMEWORKS

This Report has been prepared in accordance with the principles of the International
Integrated Reporting (lIR) Framework, the King Il Code of Corporate Governance,
the Financial Reporting Act, 2010, read with the Financial Reporting (Amendment)
Act, 2020, and the International Financial Reporting Standards.

MATERIALITY

This Report provides information about matters that we believe could substantively
affectthe Authority’s ability to create value over the short, medium andlong term.The
process of identifying material matters included the review of Stakeholder emerging
requirements focusing on matters that affect value creation, the Authority’'s Business
Modeland how the six capitals namely: financial, human, manufactured, intellectual,
natural and social are invested or utilised; the 2021- 2025 strategic priorities; the risks
and opportunities; and general assessment of our operating environment.
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STATEMENT OF RESPONSIBILITY AND APPROVAL OF THE REPORT

We acknowledge that the responsibility to ensure the integrity of the Integrated
Report rest with the Board of Directors.

We are of the opinion, based on the information and explanations provided by
Management, that this Integrated Report is presented in accordance with the
IIR Framework, King Il Code of Corporate Governance, International Financial
Reporting Standards and the Financial Reporting Act.

As Board Members, we have applied our collective mind and knowledge in the
preparation and presentation of the information in this Report. We believe that the
Integrated Report addresses all material matters and presents a fair account of the
Authority’s performance for the financial period ended 31 March 2024.

The Board approved the Financial Statements for the year ended 31 March 2024
and this Infegrated Report on 27 June 2024.

FULL NAME SIGNATURE

SAPEIO BANTSI e

Zoe A. Isaacs

Tsametse C. Mmolai i

Gobona Tobedza e

Kealeboga Molelowatladi /

Jeanette C. Makgolo

Catherine N. Monageng ( 3
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CHAIRPERSON'’S STATEMENT

CHAIRPERSON'S
STATEMENT

At the time of finalising this Report, |had just been appointed as the Chairperson
of the Board effective 01 May 2024. The Authority had been without @
substantive Chairperson since the resignation of the former Chairperson, Ms.
Lynnette Armstrong in December 2022. The then Vice Chairperson, Mr. Daniel
N. Loeto, held the fort until his resignation as a Board member in September
2023. From October 2023 to April 2024, the Vice Chairperson, Ms Zoe Isaqacs,
was the Acting Chairperson. To that end, | wish to extend my special thanks
to the two former members and Ms Isaacs, and indeed their predecessors, for
the stellar job they did in guiding the Authority since its inception. | recognise
that | have big shoes to fill, but | frust that | shall be able to carry the baton and
add to their great achievements.
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CHAIRPERSON'S STATEMENT continued..

The Authority continues inits path of producing
an Integrated Report, in accordance with
King lll, the Code of Corporate Governance
adopted by the Authority. The Integrated
Report is prepared in accordance with
the International Integrated Reporting (lIR)
framework.

Pursuant to the Financial Reporting
(Amendment) Act, 2020, which became
effective on 01 April 2022, the Authority
changeditsfinancial yearend from December
to March, to align with the Government of
Botswana's financial year that runs from April
to March. As a result, this report covers a
15-month period from January 2023 to March
2024,

During this period, the Authority continued
to struggle financially due to significantly
reduced Government subventions fo some
State-Owned  Enterprises, the  Authority
included. The direct impact on the Authority
was, curtailed implementation of strategic
projects, and a Loss of P2.9 million as recorded
during the period. This was notwithstanding
the gradual increase in subscription fees as a
result of the change in law that now requires
auditors to first ensure that an entity that must
register with the Authority as a Public Interest
Entity is indeed registered before they can
continue with the audit.

Implementation of the Strategic Plan 2021 -
2025

During the year being reported, the Authority
reached three years and three months of its
5 year strategic period of 2021 - 2025. As at
March 2024, progress was at 83 percent. The
key achievements of the strategic initiatives
duing the period under review included
conducting a brand perception survey and
stakeholder satisfaction surveys. The outcomes
of these surveys will be critical in informing
the Authority's approach to confinually
create public awareness of its mandate
and in improving customer experience. The
implementation of the strategic objectives
relating to developing and implementing
quality management system and setting

the standard sefting and investigation
department are lagging due to prioritisation
of funds. Despite the challenges, the Board
and Management are committed to ensuring
that 100% completion rate is achieved at the
end of the strategic period next year.

To that end, the Implementation Action Plan is
closely monitored by Management monthly,
reported to and reviewed by the Board
quarterly, and emerging risks and concerns
about projects are addressed on a timely
basis to ensure that the Authority achieves
its strategic objectives. However, certain
constraints, especially funding constraints, are
proving much more difficult to overcome.

Enforcement Activity

During the period under consideration, there
was limited activity in ferms of enforcement
activities. One (1) Audit firm and one (1)
Certified Auditor of PIE appeared before
the Enforcement Committee where they
were found guilty and were accordingly
sanctioned. One (1) Public Interest Entity was
referred to the Enforcement Committee, but
the matters were yet to be concluded as at
the tfime of reporting.

The Authority contfinues to review its
enforcement processes to ensure that the
processes are robust, independent and
effective. Accordingly, the composition of
the Enforcement Committee was reviewed.
Decisions of the Committee will be appealed
fo the Accountancy Oversight Appeals
Committee which, at the time of reporting,
had been constituted by the Minister in March
2024. Under my leadership in the next 3 years,
the Board will continue to take intentional
decisions to strengthen the enforcement
process as it is indispensable to ensuring that
the Authority achieves its mandate.

Board Performance Evaluation

Good corporate governance requires that the
Board confinually evaluates its effectiveness,
that of its committees, and the individual
Directors. Back in December 2021, the

ENHANCED GLOBAL CONFIDENCE IN FINANCIAL REPORTING, AUDIT AND CORPORATE GOVERNANCE.
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CHAIRPERSON'S STATEMENT continued..

Board commissioned a Board Performance
Evaluation exercise whose purpose was to
assess the performance of the Board, Board
Committees, Board Members individually, and
the Board Secretary. As reported in the 2022
Infegrated Report, anindependent consultant
was engaged to provide independent
facilitation services for the assessment. The
assessment followed a more comprehensive
360 - degree assessment.

The primary objective of the exercise was to
provide an opportunity for the Board to identify
its strengths and weaknesses that should then
help the Board to perform optimally. The
assessment was guided by the principles and
the spirit of good corporate governance using
King lll, as the assessment framework. This
process was only concluded in March 2022.

The Board and Management continue to work
on the action plan from the 2022 evaluation.
The evaluation had returned a high score of
86 % for the Board, but it had also shown that
greater focus was required on recruitment of
an internal auditor, succession planning of
the Board and Chief Executive Officer, Board
induction and training, and reducing the
number of Board Committees and ensuring
regular Board assessment.

With regards to the recruitment of the internal
auditor, the Board has since resolved that
given the size of the Authority and its specific
mandate and  streamlined  operations,
internal audit functions can be exercised by
the Technical Department. A succession plan
was drawn up and approved, and Board
induction and fraining were carried out. Board
evaluations have been regularised, with the
next evaluation being due in 2024, that is, after
2 years since the completion of the previous
one. The outcomes thereof will be reported in
the 2024/2025 Integrated Report.

Acknowledgements

The year 2023 proved to be a challenge for
the Authority due to various hardships. That
notwithstanding, the Board continued to
diligently discharge their obligations and ably

delivered on their duties, for which | thank
them. | have already specially thanked the
Board members who led the Board during the
period under review, cognisant that words
can never be enough to express the extent to
which they have had to expend themselves
on Board business.

On behalf of the Board, | wish to thank
Management and staff of the Authority for
the stellar work they do for and at the instance
of the Board. Together we have managed
to continue making strides to creating
global confidence in financial reporting in
Botswana and to promote good corporate
governance practices. The work is far from
done, as the ever-changing environment of
financial reporting requires us to be agile and
dynamic. And so shall we be, as we intend to
respond accordingly to ensure that Botswana
stays in line with all developments, be it on
Environmental, Social and Governance,
Sustainability Reporting, or any other changes
within the international financial reporting
frameworks.

| would also like to welcome our new member
Ms. Catherine Nonina Monageng who joined
at beginning of the year and went straight to
work. My special thanks to Mr. Daniel Loeto
who had, until his resignation in September
2023, dedicated many years of his life to the
Authority’s Board.

Ms. Sapelo Bantsi
Board Chairperson
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ACTING CHIEF EXECUTIVE OFFICER’S STATEMENT

ACTING CEO's
STATEMENT

Early into the year 2023, the Authority had to bid farewell to Mr. Duncan Dankie
Majinda, the founding CEO of the Authority. The Authority would, however,
benefit from his immense experience for a further period of 12 months in an
advisory capacity which ended on 31 March 2024. The Staff and Management
of the Authority will forever remain indebted to Mr. Majinda for his leadership
and guidance in the discharge of the mandate of the Authority and wish him

well in his future endeavours.
Operating environment

The Authority continues to operate under challenging circumstances, principal
of which is limited funding. The Authority relies heavily on the Government for
funding, whose resources are also limited by the many needs of the Country
and its populace. During the year under review, the Authority closed with @
loss of P2,9 million, a concerning position to be in. This has constrained the

ENHANCED GLOBAL CONFIDENCE IN FINANCIAL REPORTING, AUDIT AND CORPORATE GOVERNANCE.
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ACTING CHIEF EXECUTIVE OFFICER’S STATEMENT contfinued..

Authority in fully implementing its strategic
initiatives.

Apart from financial challenges, the Authority
had to grapple with creating awareness of
its mandate. The mandate of the Authority,
especially in so far as Public Interest Entities
are concerned, that is financial reporting
monitoring and promotion of good corporate
governance, are not yet well understood by
the regulated entities, who also find these
requirements to be onerous. Resultantly, the
Authority has taken intentional steps to inform
the public and the regulated entities on the
purpose of financial reporting monitoring and
the benefits of good corporate governance
practices, hence the need to comply with the
Authority’s requirements in these areas.

Reviews Completed in 2023/2024

The Authority is confinuously performing its
mandate, having reviewed 9 audit firms,
31 certified auditors, 58 PIEs on corporate
governance compliance, 36 PIEs on financial
reporting compliance, and 5 audit firms on
anti-money laundering compliance, during
the year under review. The results of the
reviews were as follows:

TOTAL PASS | FAILURE
REVIEWED RATE RATE

Audit Practice PIE Auditors: 79 % 21 %
Reviews
Non-PIE 50 % 50 %
Auditors: 12
Corporate 58 entities 36 % 64 %
Governance
Reviews
Financial 36 entities 86 % 14 %
Reporting
Monitoring
Reviews
Anti-Money 5 firms 100% -
Laundering
Reviews

Poor compliance with corporate governance
requirements by PIEs is an ongoing challenge.
The Authority issues detailed reports to entities
tfo guide them on areas of improvement and
requires action plans towards rectification. It
is expected that incremental improvement
towards compliance will be seen due to the
Authority’s efforts in due course.

The performance of auditors, especially the
Non-PIE Auditors is also a cause for concern.
However, despite the high failure rates, the
significance of the non-compliances did not
aftract high risks. This is evident in the limited
enforcement activities during the period
under review, as all high-risk non-compliances
are referred to the Enforcement Committee
for sanctfioning. The limited sanctions are
testimony to the effectiveness of the Audit
Practice Reviews undertaken by the Authority.

With  regards to  Financial Reporting
Monitoring, performance is improving as
noted in the reduced number of deficiencies,
whilst Anti-Money Laundering reviews have
demonstrated that auditors are adhering to
the Financial Intelligence Act. The Authority
publishes Reports for Common Findings and
avails them on the Authority’s website for use
by auditors and PIEs to try and close the gaps
that have been identified during the reviews.
It is the responsibility of each Certified Auditor
and PIE to ensure that they comply with the
relevant standards, guidelines, and codes.

Implementation of the Financial Reporting
Act amendments

During the period under review. The Authority
continued with the implementation of the
newly amended Financial Reporting Act.
The amendments, which effected in Agpril
2022, saw full implementation in 2023, a
full year since the coming into effect of the
amendments. The most notable effect of
the new amendments was the increase in
registration of significant entities, owing to
a new requirement for auditors to confirm
registration of a Public Interest Entity with the
Entiity before continuing with the audits.

ENHANCED GLOBAL CONFIDENCE IN FINANCIAL REPORTING, AUDIT AND CORPORATE GOVERNANCE.
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ACTING CHIEF EXECUTIVE OFFICER’S STATEMENT contfinued..

The othernotable effectwastheintroduction of
Mandatory Audit Firm Rotation in the Financial
Reporting Regulations, 2021. The requirement
is for audit firms to rotate every 10 years, and
for Engagement Partners to be rotated every
5years. Howeverin 2023, the Authority realised
that following the coming into effect of these
requirements, many entities encountered
challenges in rotating their auditors in
accordance with the requirements. The Board,
having considered these challenges, resolved
to grant a grace period up to March 2026 to
allow auditors, audit firms and entities to take
the necessary steps to ensure full compliance
by April 2026. The Board had considered the
influx of the requests, the reasons given, and
resolved to grant a grace period up to March
2026 to allow entities and audit firms to ready
themselves to comply. In the meantime,
the Authority will continue to monitor the
independence of auditors and the familiarity
risks through the Code of Ethics, and address
concerns appropriately.

All other major changes to the law as reported
in previous Integrated Reports have been
implemented, save except forissuing a Code
of Corporate Governance for Botswana. At
the fime of reporting, the Code was still at
drafting stage, with engagements ongoing
with relevant stakeholders. In the meantime,
entities are expected to comply with the King
I Code of Corporate Governance, or any
later version of the King Code, or any other
Code which espouses King Il principles, as a
minimum.

Looking ahead

The future looks promising and excifing for
the Authority. Over and above its normal
operations, the Authority looks forward
to spearheading conversations around
Sustainability Reporting, a global hot topic, to
determine how Botswana can move forward
inthat space. A possible review of the Financial
Reporting Act to streamline the mandate of
the Authority, to infuse clarity on its operations,
in a bid to heighten the benefits of the work
it does in the protection of public interest, is
also on the cards. The Authority looks forward

to new leadership, both at the Board and
Management level, and to new ideas, and to
commence work on its next strategic goals,
with the current strategic period due to lapse
in 2025.

Acknowledgements

The Authority is grateful to the Government of
Botswanaforitscontinued supportinrealisation
of the important work that the Authority
is charged with, which is to create global
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mandate would not be successfully delivered if
it were not for the commitment and guidance
by the Board of the Authority, to whom we
send our utmost gratitude.

Special thanks to Mr Daniel Loeto who
resigned from the Board in 2023, after having
served for over a decade, and our sincere
congratulations to the newly appointed
Chairperson, Ms. Sapelo Bantsi.

| would also like to thank the staff of the
Authority who have supported Management
by diligently carrying out their duties with
undeniable passion for the important work
that they do for and on behalf of the public
and the business community in Botswana.

Ms. Ephifania Nkanga
Acting Chief Executive Officer
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MATERIAL MATTERS IN 2023

The following items have been identified as significant and had impacted or have the potential
toimpact the value creation process of the Authority. These items have either positive or negative
consequences on the Operating Model.

STAKEHOLDER MATERIAL MATTER STRATEGY
Regulated PIEs, Litigation against the Authority. The Authority maintained
Certified Auditors & Audit firm professionalismin allits operations,
and PAQs. including the registration of
auditors and reviews of auditors
and PIEs.

Non-compliance with Standards  The Authority has noted an

and Codes enforced by the improvement in compliance with

Authority. IFRS mainly due to the feedback
given fo the auditors and PIEs
during the reviews.

Compliance  with  Assurance
Standards including International
Standards on Auditing and the
Quality Management Standards
has also improved.

Implementation of the Financial From 2022 and the year under

Reporting (Amendment) Act, review, the Authority conducted

2020. awareness campaigns fo
highlight changes made to the
Act and how they affect Public
Interest Entities and Auditors.

Shareholder Continued postponing of  Continuous engagement with
Strategic  Initiafives due to the Government on funding.
financial limitations.
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OUR OPERATING MODEL
AND HOW IT CREATES AND PRESERVES VALUE

INPUTS BUSINESS ACTIVITIES OUTCOMES VALUE CREATED IMPROVEMENT
Financial Audit Practice Financial Continued Enhanced

* Subvention Reviews Funds are effective promotion of
e Subscription Fees ufilised efficiently and efficient public interest
* Sanction Fees fo conduct delivery of our protection.

Human
e Board
* Employees

Manufactured
Use of IT
infrastructure to
reach out to our
stakeholders and
conduct reviews

Intellectual
Policies and
Procedure

Social
Partnerships and
collaboration with
the community

Financial Reporting
Monitoring

Corporate
Governance
Reviews

Standards
Setting

Monitoring the
Anfi-money
Laundering and
Counter- Financing
of Terrorism and
Proliferation.

Oversight over
the Education
and Training of
Accountants.

audit practice
reviews, financial
reporfing reviews,
corporate
governance
reviews, and
anti- money
laundering
reviews.

Human
Balanced Board
in terms of skills.
Technical and
professional
Employees.

Manvufactured
Ease of
conducting
reviews and the
dissemination of
reports.

Intellectual
Knowledge
based institution.

Social
Improved
community
perception.

mandate of
protection of
public interest.

Committed
and

knowledgeable

team.

Efficient
delivery of our
mandate.

Value added
service and
confidence
in our
processes by
stakeholders.

Supportive and
collaborative
society.

Improved quality
reports and
recommendations
to PIEs and
Auditors.

Enhanced
promotion of
public interest
protection.

Improved
confidence in the
quality of service
offered by the
Authority.

Improved
partnerships with
other stakeholders
to protect public
interest.
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RISKS AND OPPORTUNITIES
IN OUR OPERATING ENVIRONMENT

The Board recognises its responsibility for the overall governance of risk within the Authority.
Risk registers are confinuously updated and monitored through the Enterprise Risk Management
Framework adopted by the Board. The Board allocates the responsibility of oversight and
governance of risk to the Finance and Audit Committee. Both the Risk and Compliance Registers
are reviewed on a quarterly basis by the Finance and Audit Committee. The Authority identified
the following twelve risks, by following the Authority’s Enterprise Risk Management Framework,
which are managed and monitored in accordance with the below mitigation strategies:

COLOUR CODE:
RISK RATING:

CAPITAL

Sub Optimal
Engagement of
stakeholders

Ineffective
awareness of
the Authority’s
Mandate

Non- compliance

of PIEs and
Auditors with
Financial
Reporting Act.

Ineffective
enforcement

Ineffective
Communication
Strategy

Sub Opfimal
Business
Processes

Low

IMPACT

Customer Perspective

Customer Perspective

Customer Perspective

Customer Perspective

Customer Perspective

Internal Processes

Medium

High

MITIGATION

Conduct annual stakeholder satisfaction
survey.

Undertake an annual brand perception
survey.

Issue two editions of the newsletter
annually with targeted information fo
promote awareness and understanding
of the role of the Authority.

Develop compliance plan for all review
areas.

Impose sanctions on non-compliance.
Publish review results.
Conduct workshops for PIEs and Auditors.

Develop Policies and Procedures on
sanctions.

Impose sanctions, fines and penalties for
non-compliance.

Monitor non-compliant PIEs and Auditors.

Review and implement the
Communication Strategy.

Select, Develop and Implement a Quality
Management System.

Improve and map Internal Business
Processes.

Develop and Online

Registration Portal.

Implement

PRIORITY/RISK
RATING

ENHANCED GLOBAL CONFIDENCE IN FINANCIAL REPORTING, AUDIT AND CORPORATE GOVERNANCE.
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RISKS AND OPPORTUNITIES

IN OUR OPERATING ENVIRONMENT continued..

CAPITAL IMPACT

Ineffective Risk Internal Processes

Management
Strategies

Inadequate Internal Processes
ufilisation of
information

technology

Failure fo Human Perspective
retain skills and

expertise

Inability

to collect
adequate
Subscription
Fees

Financial Perspective

Reduced Financial Perspective
Funding from

Government

Litigation or Internal Processes
Reputational

. Customer Perspective
Risk

MITIGATION

Review and Implement BAOA Risk

Management Framework.

Develop and Implement a Digitalisation
Strategy.

Address Cyber security threat.

Conduct a Skills Audit.

Develop a Training Plan.

Review and Implement a Talent
Management Strategy.

Undertake  employee engagement
survey.

Develop and implement an automated
performance management system for
documenting, assessing and correcting
performance.

Confinue to Implement the Financial
Reporting Act fee structure.

Collaborating with other regulators fo
identify entities that must register as PIEs.

Conduct awareness campaigns on the
new changes to registrafion and fee
structure.

Arrange payment plans with outstanding
debtors.

Engage the Ministry of Finance regularly
through value added reports.

Improve value of our services through
quality and professional reviews and
reporting.

Review and strengthen legal instfruments.

PRIORITY/RISK
RATING
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RISKS AND OPPORTUNITIES
IN OUR OPERATING ENVIRONMENT continued..

RISK MANAGEMENT

The Authority monitors its Risks in line with the Enterprise Risk Management Framework, modelled
around the Committee of Sponsoring Organisations (COSO) model. Management contfinued
the use of Risk Registers to monitor and report risks to the Board. The Risk Register was revised
in 2022, to include all the key risks identified. The controls against each key risk contfinue to be
monitored and reported on a quarterly basis by the Finance and Audit Committee and the
Board.

The Compliance Framewaork highlights the level of compliance to laws, regulatory requirements,
standards, and operational risk reporting. The Compliance Register is also monitored by the FAC
and the Board.
OPPORTUNITIES

The following opportunities exist for the Authority to exploit further:

-

Diversify the funding sources and prudent financial management.

2. Investments in state-of-the-art Information Technology infrastructure on an ongoing basis
and leverage Information Technology to improve operational effectiveness.

3. Training our people to ensure we maintain quality of reviews and reporting.

4. Continuing to atftract and retain the best and quality skills from the market by implementing
talent identification and management strategies.
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FORMS OF CAPITAL AND HOW THEY ARE
UTILISED TO CREATE, PRESERVE AND ERODE VALUE

This is how Botswana Accountancy Oversight Authority invests its forms of capital to create,
preserve and erode value:

CAPITAL

FINANCIAL

HUMAN

SOCIAL

DESCRIPTION OF CAPITAL

To finance the delivery of the BAOA mandate,
the Government of Botfswana funds BAOA
through annual subvention of about 63 % of the
fotal budget.

The remaining 37 % is financed through annual
subscriptions, service fees, and sanctions fees.

Our ability to source financial capital is key
in ensuring sustainable delivery of services to
stakeholders.

Our ability to utilise the annual subvention and
service fees responsibly is key in achieving the
Authority’s sustainable goals.

Our people are our key assets. In our operations,
we rely on the technical skills of our people
tfo undertake our mandate and engage
effectively with our stakeholders during reviews.

Strong leadership at both Board level and
Senior Management allows for the Authority to
reach its annual plans and strategic objectives.

We recognise the importance of relationships
with our community. We maintain professional
relationships  that build  trust  within  our
communities.

IMPACT

The use of financial capital in our
operations impacts the following
capitals:

Human Capital - allows for
improvements in human capital in
terms of training provided;

Manufactured - investing
in Information Technology
infrastructure

Social Capital - through donations
and sponsorships.

The continued use of this capital,
however, erodes the financial
capital  but preserves human,
manufactured, social, and
intellectual capitals.

The investment we make in human
capital reduces our financial capital
in the short term.

However, human capital is
preserved in the long- term through
improved operational excellence
and customer service.

It also improves our intellectual
and social capital because the
skills obtained over the years are
recycled to provide better quality
customer service.

This form of capital is important in
enhancing the intellectual capital.

The perceptions by our Stakeholders
are also driven by the impact we
have in our communities.

Investment in this capital reduces
financial capital.

However, it is expected to have a
positive effect on financial capital in
the long-term through sponsorships
and addifional subvention from the
Government of Botswana.
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FORMS OF CAPITAL AND HOW THEY ARE
UTILISED TO CREATE, PRESERVE AND ERODE VALUE continued..

CAPITAL DESCRIPTION OF CAPITAL IMPACT
Our infrastructure, parficularly IT, enables us o Investment in this capital reduces
MANUFACTURED reach out fo stakeholders with ease and fo available financial capital. But the
manage stakeholder expectations. Authority will benefit in the long ferm
through operational efficiencies.
Investing in this capital requires utilisation of the Investment into this capital also
financial capital improves the human capital
because enabling environment
leads to engaged staff.
Our industry knowledge, internal policies Investment in this capitalmayreduce
INTELLECTUAL and procedures, review programs and available financial resources.
methodologies are important sources of

But the Authority will benefit through
improved operational efficiencies
and customer safisfaction.

competitive advantage.

Therefore, this capital improves the
human and social capitals.

NOTE: We do noft utilise material amounts of natural capital in our operations due to the nature of
our industry. The Authority operates in a service industry and does noft utilise significant amount
of natural capital. The Authority has therefore excluded the discussion of Natural Capital for this
reason.
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BOARD MEMBERS

Ms. Sapelo Bantsi
Chairperson

Fellow ACCA and BICA
member.

Bachelor of Commerce &
Accounting (University of
Botswana).

Executive Development
Programme (Stellenbosch
Business School).

Head of Finance Mascom
Wireless Botswana.

Former Finance Manager
Botswana Meat Commission.

Former Chief Financial
Accountant - Tati Nickel Mine.

Former Assistant Internal Auditor
Debswana.

Also worked for Botswana
Telecommunications
Corporatfion and BP Bofswana.

Ms. Zoe A. Isaacs
Vice-Chairperson

Msc. Business Administration
(University of lllinois).

Bachelor of Commerce
(University of Botswana).

Former Director, Business
Development Services Business
Botswana.

Former Member of the Human
Resource Development Council
(HRDC) Committee on Finance
and Business Development,
and member of the HRD Fund
Committee.

Former Acting Deputy Chief
Executive - Operations and
Entrepreneurial Development
Manager - Citizen
Entrepreneurial Development
Agency.

Also worked for Botswana
Building Society, Botswana
Development Corporation, and
Peo Venture Capital.

Ms. Jeanette C. Makgolo
Member

Bachelor of Commerce
(University of Botswana)

Post graduate Professional.

Training in Public Finance
Management (India).

Commissioner General
Botswana Unified Revenue
Services.

Formerly held various roles
under Office of the Accountant
General.

Former member of Morupule
Coal Mine Rehabilitation Trust
Fund, Botswana Institute of
Chartered Accountants (Public
Sector Committee) Botswana
Unified Revenue Service
Board, African Confederation
of Cooperative Savings and
Credit Association and the
International Public Sector
Accounting Standards Board
(IPSASB) Consultative Advisory
Group.

ENHANCED GLOBAL CONFIDENCE IN FINANCIAL REPORTING, AUDIT AND CORPORATE GOVERNANCE.



BOTSWANA ACCOUNTANCY OVERSIGHT AUTHORITY Infegrated Report March 2024

BOARD MEMBERS continued..

Mr. Daniel N. Loeto
Member*

Mr. Gobona Tobedza
Member

Ms. Catherine N. Monageng
Member

Fellow ACCA and Botswana
Institute of Bankers member.

Bachelor of Science
(Mathematics and Physics)
Degree (University of Botswana).

Postgraduate Diploma in
Education (University of
Botswana).

Masster of Business Administration
(University of Botswana).

Executive Development
Programme (University of Cape
Town).

Advanced Management
Programme (Kellog School of
Management).

Chief Financial Officer and
Head of Finance Department
Bank of Botswana.

Former lecturer Mathematics
Advanced level.

Fellow ACCA and BICA
memober.

Bachelor of Commerce
(University of Botswana).

Master of Business Administration
Degree (University of Botswana).

Executive Development
Programme (University of
Witwatersrand).

Lecturer Financial Accounting,
Cost and Management
Accounting, and Taxation at
both undergraduate and post
graduate levels at the University
of Botswana.

Project coordinator for ESAAG
(East and Southern African
Association of Accountants
General) at the University of
Botswana.

Has over 25 years' experience
in corporate, academic, and
consulting.

Formerly held various senior roles
including Director of Finance
and Corporate Services with
Botswana Railways, Senior
Accountant with Bolux Milling,
and Branch Accountant with
Grinaker Whyle.

Fellow ACCA and BICA
memober.

Bachelor of Accountancy
(University of Botswana).

Leadership program (University
of Stellenbosch Business School).

Head of Finance Non-Bank
Financial Institutions Regulatory
Authority.

Former external auditor Grant
Thornton Botswana.

Former Finance & Administration
Manager (BICA).
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BOARD MEMBERS continued..

Mr. Tsametse C. Mmolai
Member

Mr. Kealeboga Molelowatladi
Member

Bachelor of Commerce

(Finance) (Macquarie University,

Australia).

Member of the Compliance
Institute of Southern Africa.

Attended Compliance and
Financial Regulation courses

at the U.S Securities Exchange
Commission, the International
Centre Parliamentary Studies, in
London, England, as well as the
University of Cape Town.

Management Development
Programme and Executive
Development Programme
(University of Stellenbosch
Business School).

Head of Listings and Trading
Botswana Stock Exchange.

Former Investment Accountant
Botswana Insurance Fund
Management (BIFM).

Bachelor of Commerce
(University of Botswana).

ACCA Professional stage (AT
Emile Woolf College, London).

Accountant General, Republic
of Botswana.

Former Deputy Accountant
General and Deputy Auditor
General.

Held various positions since
his first role as Assistant Locall
Government Auditor.

Has served on several Boards of
the following entfities: Botswana
Savings Bank, African Alliance
Botswana (Pty) Ltd, and
African Alliance Management
Company (Pty) Ltd.

Keuy:

* - Resigned
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REPORT ON CORPORATE GOVERNANCE

Establishment of BAOA

Botswana Accountancy Oversight Authority
is an independent oversight body of
the accounting and auditing profession
constituted in terms of the Financial Reporting
Act, 2010 (the Act). The Act was amended
through the Financial Reporting (Amendment)
Act, 2020, to enhance the operations of
the Authority. The Authority falls under the
Ministry of Finance and the two parties have
signed a Shareholder Compact which is
part of a Government initiative to improve
the performance of public enterprises in
Botswana. During the year under review, both
the Authority and the Government fulfilled
their performance obligations as stipulated in
the Shareholder Compact.

Corporate Governance in Botswana

Botswana has adopted a Unitary Board
system which advocates for a single board
of directors, comprising of executive and
non-executive directors. When undertaking
its PIE Corporate Governance reviews, the
Authority benchmarks against the King |l
Code of Corporate Governance or any
other Code that includes practically all the
recommended corporate governance best
practices and principles and as required by
applicable laws, rules and codes. For entities
that have migrated to King IV, they are
reviewed in accordance with the code they
have adopted.

Role and Responsibilities of the Board

The main role of the Board is to provide
effective and ethical leadership, act in good
faith andin the best interest of the stakeholders
fo promote the success of the Authority.

The Board does this by:

m Engaging proactively with the Authority’s
Management to test, challenge, improve
and implement the Authority’s Strategy;

m Overseeing the

Management;

performance  of

m Testing, challenging, and implementing the
controls, processes and policies that enable

risk to be assessed and managed; and

m Receiving reports from Management on
matters pertaining to the Board and Board
Committees, including governance,
internal conftrol, assurance, risk, capital
management, regulatory performance,
human capital, ftechnology, and other
enablers.

Board members have a fiduciary duty to
discharge their responsibilities collectively and
individually.

During the year under review, the Board
espoused all the key elements of King
lll. These elements included ethical and
strategic leadership through a Board Charter,
ensuring appropriate composition of the
Board, effective Audit Committee oversight
over infernal audit reviews by the Technical
Department, external audit, management of
risk through the Entferprise Risk Management
Framework (ERMF) and monitoringcompliance
through the Compliance Framework.

Most of these elements were fully achieved
with only a few partially or not achieved
as shown on the Corporate Governance
Compliance Chart.

Governing Structure

The functions and powers of the Authority
are exercised by a Board consisting of nine
members, six of whom are ex-officio who
represent the key stakeholders of the Authority;
two experienced professional accountants,
and one academic professional accountant
in the Act referred to as experts, appointed by
the Minister on the recommendation of the ex
officio members.

The Authority has adopted King lll as its Code
of corporate governance and except for
instances when there is a conflict between
the founding legislation and the Code, the
Authority endeavors to comply as much as
possible. In the interest of good practice
in corporate governance, the Authority
continues to work with the Government and
other regulators to influence the change of
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REPORT ON CORPORATE GOVERNANCE continued..

legislation to align to good corporate governance practices.

The BAOA Board

The Board comprises of a balance of skills, expertise and relevant experience ranging from the
business sector, strategy formulation, accounting and auditing, finance, regulators to experts
from both the private sector and academia, who are all independent of the auditing profession
as required by the Act.

The Table below shows the appointment details of Board Members, including subsequent events

post the reporting period:

NAME

Ms. Sapelo Bantsi

Ms. Zoe A. Isaacs

Mr. Daniel N. Loeto

Ms. Jeanette Makgolo

Mr. Tsametse Mmolai

Mr. Kealeboga Molelowatladi

Mr. Gobona Tobedza

Ms. Catherine N. Monageng

POSITION

Member (expert)

Board Chairperson
Member (ex-officio)
Vice Chairperson

Vice Chairperson

Member (ex-officio)
Member (ex-officio)

Member (ex-officio)

Member (ex-officio)

Member
(academia)

Member (ex-officio)

DATE OF APPOINTMENT

01 December 2019

01 May 2024
31 October 2017
01 October 2023

25 August 2020 to 30 Sept
2023

01 November 2011
27 September 2021

01 April 2021

04 August 2020

01 October 2019

16 January 2023

TERM

4 years (first term) expired
on 30 Nov 2023, 3-year
extension from 01 May
2024

3 years
Term of office
2 years

Resigned from the Board
on 30 September 2023

Term of office

Term of office

Term of office

4 years (first term) expired
30 Sep 2023, 3-year
extension from 01 May
2024

Term of office

The ex-officio Board Members comprise Heads of the following, or their representatives:

Bank of Botswana
Business Botswana
Botswana Stock Exchange

The Office of the Accountant General

Botswana Unified Revenue Service
Non-Bank Financial Institutions Regulatory Authority
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REPORT ON CORPORATE GOVERNANCE continued..

Board Secretary

The Secretary of the Board of the Authority, a
legal practitioner, appointedin terms of section
20A of the Act, meets, as a benchmark, the
qualifications stipulated in the Companies Act
CAP 42:01, Section 162 and also meefts the
requirements of the King lll Code of Corporate
Governance. He combines the role of a legal
advisor and Secretary of the Board. He reports
functionally to the Board and administratively
to the Chief Executive Officer.

The Secretary position has wide-ranging
responsibilities, requiring much more than
simply being present at all board meetings.
The Secretary is responsible for maintaining
accurate records of the proceedings of
the Board, meeting any legal requirements,
guiding individual Board members in areas
such as corporate governance, updates
on legal and staftutory amendments and
the effective execution of Board members’
responsibilities and fiduciary duties.

The duties of the Board Secretary include,
amongst other things, the following:

m Assisting  with  the selection and
recommendation of non-ex-officio members
of the Board of Directors;

m Assisting in the preparation of the Board and
Committee agendas and requesting
members to contribute to such agendas.

m Ensuring Board and Committee Charters are
kept up to date;

m Preparing and circulating Board papers;

m Assisting in drawing yearly Board and
Committee meeting schedules; and

m Ensuring preparation and circulation of
minutes to Board members.

Board Charter and Board Committees Terms
of Reference

The Board has put in place a Board Charter
to clarify the roles of the Board and that
of Management in order to enhance ifs
decision-making processes. The purpose

of the Board Charter is to clearly outline
the structure of the Board and to define
its role, focusing on strategic and ethical
leadership, performance management, risk
management and governance. The Board
Charter outlines fiduciary duties of Board
members benchmarked against Section 130 of
the Companies Act and as recommended by
King lll. The Board Charter also addresses the
composition and responsibilities of the Board,
as well as the committees’ Terms of Reference.
These are reviewed and approved by the
Board regularly. The Charter was adopted in
recognition that good corporate governance
practice is an important ingredient in creating
and sustaining shareholder value and ensuring
thatbehaviouris ethical, legal, fransparentand
to the benefit of the Authority’s stakeholders.
During the period under review, the Board
Charter and the Board Committees Terms of
References were reviewed by the Board.

Board Meetings

The Board meets af least four times annually
as prescribed by the Financial Reporting Act
and the Board Charter. The meetings are
facilitated by the Board Secretary and are
scheduled for the financial year in advance.
However, special meetings may be convened
at the request of the Chairperson when
necessary. During the period under review,
4 regular meetings were held. Two special
Board meetings were convened in 2023.

To enhance the engagements, fimely, relevant
and accurate information is provided to the
Board. The minutes of the Board are circulated
for comment and accordingly approved in
subsequent meetings.
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REPORT ON CORPORATE GOVERNANCE continued..

A summary of Board meetings held and the attendance of Members at the Board meetings
during 2023/2024 financial year is shown in the table below:

BOARD MEETING DATE

Board Member Effective Date of 30 12May 22May 20July 28 Sept. 30Nov. Total
Appointment March 2023 2023 2023 2023 2023
2023  SPECIAL SPECIAL

Mr. Daniel N. Loeto* Nov. 2011 @ @ @ ] ] RS 5/5
Ms. Jeanette C. Makgolo Sept. 2021 A @ @ @ A A 3/6
Ms. Zoe A. Isaacs Oct. 2017 @] @] @] @] A L
Mr. Gobona Tobedza** Oct. 2019 ] ] ] @ @ - 5/5
Ms. Sapelo Banfsi Dec. 2019 ] @ A A ] @ s
Mr. K. Molelowatladi Aug. 2020 < @ @ < @ & /s
Mr. Tsametse C. Mmolai Apr. 2021 @] A @ ] ] @ 5/
Ms. Catherine Monageng Jan. 2023 ] i i « ] «j 6/6
Key:

- Present A - Apologies RS - Resigned * - Resigned on the 30 September 2023
** _ 4-year tenure lapsed 30 September 2023, and was not yet extended as at 30 November 2023.
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REPORT ON CORPORATE GOVERNANCE continued..

Remuneration of Non-Executive Directors

In accordance with Section 13 of the Financial Reporting Act, members of the Board are paid
out of the funds of the Authority, such remuneration and allowance, with the approval of the
Minister of Finance. The sitting fees are regulated by the Government. During the year under
review, the Government revised the fees upwards and also infroduced retainer fees.

N.B. Board fees for the Accountant General, Mr. Kealeboga Molelowatladi, were paid to the
Government of the Republic of Botswana. However, with effect from 01 December 2023, the
fees are paid directly to the Board member.

o 2
= | £ dla |
= 5 £ -
S 3 _ 9 g = £ Total Sitting
Members < 9 o = £ 2 °é ) Retainer Fees paid
“ — ()
o BE E 8 = 9 T Fee (Pula)
7 g B2 o £ 8§ B 3
g 2 2§ £ 3 E =2 5
a E £ | & < z 2 >
Mr. Daniel Loeto 5 8 3 2 23,400
Ms. Zoe Isaacs 5 6 8 2 37,800
Mr. Gobona Tobedza 5 8 8 2 23,400
Ms. Sapelo Bantsi 4 4 4 3 27,000
Mr. K. Molelowaftladi 6 2 6 2 1 40,133
Mr. Tsametse Mmolai 5 3 2 9 1 45,533
Ms. Jeanette Makgolo 8 8 2 2 1 29,333
Ms. Catherine Monageng 6 4 4 2 1 40,133

The total amount of Board fees above excludes those of Committee members who are not
Board Members.

Key Management Remuneration

Designation Amount (P)

Acting Chief Executive Officer 2,327,909.26
Acting Director Technical 2,051,314.60
Director Legal & Board Secretary 826,758.42

ENHANCED GLOBAL CONFIDENCE IN FINANCIAL REPORTING, AUDIT AND CORPORATE GOVERNANCE.



BOTSWANA ACCOUNTANCY OVERSIGHT AUTHORITY Infegrated Report March 2024

REPORT ON CORPORATE GOVERNANCE continued..

Quorum and other incidental issues

In accordance with Section 15 (4) of the Act,
the quorum at every Board meeting shall be
five (5) Members, of which at least three (3)
shall be ex-officio Members and one is an
expert Member. Dates of quarterly meetings
are scheduled annually in advance and
any additional meetings are called as and
when the need arises. The Authority keeps an
aftendance register signed by all Members
and Staff in attendance at all Board and
Committee meetings.

Declaration of Interest

Board members are required in terms of the
Financial Reporting Act, Board Charter, and
the King Il Code on Corporate Governance,
to disclose annually, perceived or possible
conflicts of interest. There are two types of
Declaration of Interest Forms that Board
members complete, an annual declaration of
interest form and a declaration of interest form
for each meeting. The annual declaration
relates to other directorships in other
companies. In the case of potential conflict of
interest arising from matters on the agenda,
a member discloses the conflict and recuses
themselves when the item in relation to which
they are conflicted is being discussed. During
the year under review the members made full
disclosures in accordance with the Annual
Declaration of Interest Policy. The Board
Secretary maintains an interest declaration
register and updates it regularly. Board and
Committee members are also required to sign
confidentiality undertaking annually.

Board Committees

In discharging its mandate, the Board is
empowered to delegate part of its duties
tfo various Sub-Committees. Section 16 (1)
of the Act stipulates that the Board of the
Authority may, for the purposes of performing
its functions, establish such committees as it
considers appropriate; and may delegate,
to any such committee, any of its functions
as it considers necessary. Pursuant to this
provision, the Board has established Statutory
and Non-Statutory Committees of the Board.

Each committee operates within the ambit
of its defined Terms of Reference, approved
by the Board, that set out its composition, role
and responsibilities, delegated authority, and
meeting requirements.

Statutory and Non-Statutory Committees
Statutory Commiittees

a. Standards Setting Committee(SSC);

b. Financial Reporting Monitoring
Committee(FRMC);

c. Audit Practice Review Committee(APRC);
d. Enforcement Committee(EC);and
e. Education and Training Committee(ETC).

Non-Statutory Committees

a. Finance and Audit Committee(FAC);and
b. Human Resources Committee(HRC).

Board Evaluation

Section 20 of the Board Charter provides that
the evaluation of the Board, its Committees
and individual Board members, including
the Chairperson, must be performed on a
regular basis in accordance with evaluation
systems as decided by the Board from time
fo fime. The Board conducts an evaluation to
review its effectiveness and identify areas of
improvement, and to encourage consfructive
dialogue. All the performance gaps and
proposed improvements are assessed, and
remedial actions agreed by the Board.

The next Board performance evaluation
will be in the year 2024 and the purpose for
that will be to assess the performance of the
Board, Board Committees, Board Members
individually and the Board Secretary.

The assessment will follow a comprehensive
360-degree Assessment.

Management of the Authority

Section 20 of the Act provides for the
appoinfment of the Chief Executive
Officer (CEO) by the Minister of Finance on
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REPORT ON CORPORATE GOVERNANCE continued..

recommendation by the Board. The CEO,
subject fo such directions on matters of policy
as may be given by the Board, is responsible
for the day-to-day management of the
affairs of the Authority. The CEO is assisted
by senior staff appointed by the Board on his
recommendation. The Authority ended the
year with a strong staff compliment in terms
of the required skills and expertise and with
the right balance of core staff in tferms of the
mandate of the Authority and the support
staff.

In ferms of guidance as to what the CEO can
do, the Board, through its Charter, clearly laid
down what can be delegated to him. The
Board also approved an Authorisation Matrix
clearly outlining the demarcation of what can
be authorised by the Board and the CEO to
remove any ambiguity which might arise.

Code of Ethics

As part of its corporate governance practice
and to encourage an environment where
honesty, integrity, trust, and consistency
prevail, all employees are required to abide
by the Authority’s code of ethics. There are
two codes in place, the Code of Ethics for
Professional Accountants and the Authority’s
Code of Ethics. In the quest of ensuring ethics
stfandards awareness, employees are required
fo sign an acknowledgement stipulating not
only that they have read and understood
the Code, but also that they have neither
breached nor are aware of any breach of the
Code’s provisions.

Internal Audit

The Authority does not have its own dedicated
internal audit function as the size of the
Authority does not warrant an independent
internal audit function. However, in the interim,
the Technical Department confinues to carry
out reviews of internal confrols and related
functions to provide independent advisory
and assurance services to the Authority unfil
it is determined that the Authority has grown
in size to necessitate the establishment of the
function. Consequently, the Authority does not

meet the King lll requirements in this regard.

External Audit

The Authority prepares for each financial year,
Financial Statements consisting of Statement
of Financial Position, Statement of Profit or
Loss and other Comprehensive Income,
Statement of Changes in Reserves and
Statement of Cash Flows in accordance with
Section 66 of the Act. The external auditors
conduct the Authority’s audit in accordance
with International Standards on Auditing. The
external auditors provide an independent
assessment of the Authority’s internal financial
controls put in place by the Board of Directors
and form an opinion on the annual financial
statements of the Authority. The audited
financial statements are reviewed by the FAC
and recommended to the Board for approval.

As the Authority is a Public Interest Entity (PIE),
it is required to be audited by a PIE Auditor.
To curb familiarity risk and consistent with
mandatory audit firm rotation requirements, in
2023, the Authority replaced Deloitte & Touche
with Baker Tilly Certified Auditors, who are a
PIE auditor in good standing. Baker Tilly will
conduct the audit of the Authority’s financial
statements for the next 5 years.

Provision of Non-Assurance Services

The Authority subscribes to the International
Code of Ethics for Professional Accountants
and related standards including  the
independence Standards. To mitigate against
possiblethreatstoindependence, the Authority
adopted a policy that prohibits its external
auditors from providing it with non-assurance
services. The Finance and Audit Committee
assesses the Auditor independence annually
and ensures that Management and Auditors
fully comply with this policy.

There were no non-assurance services
provided to the Authority during the period
under review.
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REPORT ON CORPORATE GOVERNANCE continued..

Our Strategy

The Authority’s 2021 - 2025 Strategy commenced in January 2021 after approval by the Board in
December 2020. This plan is expected to project the Authority through the next five years, taking
cognisance of the current internal and external operating environment. The Strategic Initiatives
which are assessed quarterly, are indicators of how the Authority intends to create value for the
next five years by utilising the Financial, Human, Intellectual, Social, Natural and Manufactured
Capitals.

Strategic Priorities
Our Strategy for the next five years aims to:
1. Increase enforcement and sanctions; 4. Increase visibility and awareness of the Authority’s

2. Increase registration of Public Interest Entities; mandate; and
3. Leverage technology to improve service delivery 5. Improve operational excellence.

Monitoring of the Strategy

During the reporting period, the Authority crossed halfway through its five-year strategy. Progress
reported stood at 83%. The action plan is monitored monthly, emerging risks and concerns about
projects are addressed on time to ensure that the Authority achieves its Strategic Plan.

The graph below reflects strategic initiatives’ performance:
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Outstanding projects include the development and implementation of quality management
system and the employee engagement survey which will be commenced and completed
before the end of the Strategic period.
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REPORT ON CORPORATE GOVERNANCE continued..

Assessment of the Operating Environment

The Authority assesses its operating environment and considers material matters when
evaluating the Strategy. A performance of 83% during the third year of the Strategy is assessed
as an achievement in view of challenging and uncertain environment the Authority operatesin,
where it constantly must prioritise how it spends its limited resources.

7
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REPORT ON CORPORATE GOVERNANCE continued..

Compliance with KING Il

To improve corporate governance and enhance the Board’'s accountability, the Authority
adopted the King lll Code of Corporate Governance as the Board appreciates that effective
governance is a key driver of sustainability and acknowledges its responsibility in this regard. The
Statement below, which is based on the King lll Code of Corporate Governance, measures the
degree of the Authority’s compliance with this Code. The Authority has assessed its governance

structure against the principles of this Code and concluded that it is compliant.

KING 11l
CHAPTER

KING IIl PRINCIPLE

CHAPTER 1- Ethical Leadership and Corporate Citizenship

1.1 The Board should provide
effective leadership based
on ethical foundation.

o/

The Board should ensure that
the Authority is and is seen fo
be a responsible corporate
citizen.

The Board should ensure that
the Authority’s ethics are
managed effectively.

CHAPTER 2 - Boards and Directors

2.1 The Board should act as the
focal point for and custodian

of corporate governance.

2.2 The Board should
appreciate that strategy,
risk, performance and

sustainability are inseparable.

2.3 The Board should provide
effective leadership based

on an ethical foundation.

2023 2022 COMMENT

The Board is governed by a Board Charter which has established
the Bofswana Accountancy Oversight Authority’'s overall
corporate governance framework. The framework has put in
place best practice guidelines that are conducive to effective
leadership.

While the Board embraces the concept of Corporate Social
Responsibility, limitations of financial resources continued to be
a constraint in the period under-review. Other initiatives however
have been formalised, such as local sourcing and citizen
empowerment, and job localisation, and these initiatives see
to it that the Authority financially impacts the society in which it
operates. However, more needs fo be done and therefore, this is
only partly achieved.

The Authority complies with two sets of Code of Ethics; the
Code of Ethics for Professional Accountants and BAOA Code
of Ethics. The Board revised the Authority’'s Code of Ethics in
2022. The Authority’'s Compliance Officer ensures that the ethics
are managed effectively by ensuring consistent monitoring,
assessment and reporting of compliance to the required
standards.

The Board is committed to and fully applies good principles of
corporate governance. The Board has a Charter in place setting
out its responsibilities. The Board's sub-committees are also
governed by Charters and Terms of Reference. The Board and its
sub-committees meet regularly and the Board Charter through
the overall corporate governance framework ensures that this
area is well managed. The Board takes first responsibility for
compliance to the adopted Code of Corporate Governance.

The Board had adopted a 5-year strategy on which Management
report to the Board on quarterly basis for purposes of tracking
progress on the implementation of the Revised Strategy. Risk
management is embodied in the monitoring of good and
sustainable performance as measured in the progress made
towards attainment of the strategic goals. The Board monitors alll
these aspects in its regular meetings.

The Board provides effective leadership through its Board and
other Charters. The two sets of Ethics’ codes referred to in
reference 1.3 above ensure that a conducive ethical culture is
cultivated. The codes of ethics guide the Authority to conduct
business ethically.
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REPORT ON CORPORATE GOVERNANCE continued..

KING Il KING IIl PRINCIPLE 2023 2022 COMMENT
CHAPTER

2.4 The Board should ensure that V4 V4 The Authority operates in a service industry which limits its impact
the Authority is and is seen to on the environment. That notwithstanding, the Authority strives to
be a responsible citizen. closely manage its everyday use of resources such as electricity,

water, and paper. Towards the realisation of its underlying
objective of protecting the public interest, the Authority carefully
undertakes its activities in a manner that positively impacts the
business community, investors, the public and all its stakeholders.

2.5 The Board should ensure that V4 V4 The Authority complies with two sets of Code of Ethics; the Code of
the Authority’s ethics are Ethics for accountants and BAOA Code of Ethics. The Authority’s
managed effectively. Compliance Officer ensures that the ethics are managed

effectively by ensuring consistent monitoring, assessment and
reporting of compliance to the required standards.

2.6 The Board should ensure that P P The Finance and Audit Committee (FAC) comprises of three (3)
the Authority has an effective Non-Executive Directors who are not Independent by virtue of
and independent audit being appointed by the Minister in accordance with the Act. The
committee. FAC meets at least four times in a year and reports to the Board

during its quarterly meetings. The Committee has further been
enhanced with an IT expert to assist on issues of IT governance.

2.7 The Board should be V4 V4 The FAC which reports directly to the Board, monitors and
responsible for the manages the Authority’s risks in accordance with the Enterprise
governance of risk. Risk Management Policy.

2.8 The Board should be V4 V4 The IT Governance Strategy and Policies are in place and have
responsible for information been approved by the Board and is managed by FAC. The FAC
technology (IT) governance. which reports to the Board, manages the IT Governance Strategy

and Policies.

2.9 The Board should ensure V4 V4 The Board ensures that the Authority complies with applicable
that the Authority complies laws and non-binding rules and codes. All compliance matters
with applicable laws and are reported through a Compliance Framework and are being
considers adherence to reviewed on a quarterly basis.
non-binding rules, codes and
standards.

2.10 The Board should ensure that P P The Authority's Board approved the use of the Technical
there is an effective Department to carry out internal audit reviews due to the size of
risk-based internal audit. the Authority.

2.11 The Board should appreciate V4 V4 The Board manages stakeholders in accordance with the
that stakeholders’ Authority’'s Communication Strategy and Policies. During the
perceptions affect the period under review the Authority conducted Stakeholder
Authority’'s reputation. Satisfaction Survey to determine the level of awareness and

satisfaction.

2.12 The Board should ensure the V4 V4 The Authority implemented its first Infegrated Report in 2020. This
integrity of the Authority's is the fourth Integrated Report prepared by the Authority. The
system of Integrated Report. Report incorporates all the elements of integrated reporting

as recommended by the International Integrated Reporting
Council.
2.13 The Board should report V4 V4 The Authority’s Board sets standards for internal control aimed at

on the effectiveness of the
Authority’s internal controls.

reducing the risk of error or loss in a cost-effective manner. These
standards include proper delegation of responsibilities, effective
accounting procedures and adequate segregation of duties to
ensure an acceptable level of risk.
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REPORT ON CORPORATE GOVERNANCE continued..

KING Il KING IIl PRINCIPLE 2023 2022 COMMENT
CHAPTER

2.14 The Board and its Directors V4 V4 Upon appointment, every Director is given the Authority’s Board
should act in the best Charter specifying their dutiesin accordance with the Companies
interests of the Authority. Act, Committee Terms of Reference, the Act, Regulations, Codes

and Annual Report. Real and perceived conflicts of interest are
declared annually and during Board meetings.

2.15 The Board should consider N/A N/A Thisis not applicable to the Authority.
business rescue proceedings
or other turnaround
mechanisms as soon as
the company is financially
distressed.

2.16 The Board should elect a P P The Chairperson of the Board is appointed by the Minister
chairman of the Board who is responsible for Finance in accordance with the Act and effort
an independent is taken to ensure that the Chairperson is an independent non-
non-executive director. The executive. The CEO is, therefore, not the Chairperson of the
CEO should not also fulfil Board.
the role of chairman of the
Board.

2.17 The Board should appoint the V4 V4 The CEO for BAOA is appointed by the Minister in accordance
Chief Executive Officer and with Section 20 of the Act, on recommendation by the Board. An
establish a framework for the Authorisation/Delegation framework was approved by the Board
delegation of authority. and is in place to clearly draw a line between the responsibilities

of the Board and those of the CEO.

2.18 The Board should comprise P P The Authority’'s Board is wholly non-executive and not
a balance of power, with independent by virtue of being appointed by the minister in
majority of non-executive accordance with the Act. The executive directors are also not
directors. The majority of represented.
non-executive directors
should be independent.

2.19 Directors should be P P Formal process is not wholly in place because six ex-officio
appointed through a formal directors are specified by Section 7 of the Act and only three (3)
process. can be subjected to a formal process. In the year under review,

a process to amend the Act was initiated to address this, among
other things.

2.20 The induction of and ongoing V4 V4 Induction and training of Directors is done through a formal
fraining and development process on an ongoing basis.
of Directors should be
conducted through formal
processes.

2.21 The Board should be assisted V4 V4 The Board Secretary is appointed by the Board in terms of section
by a competent, suitably 20A of the Act, and has the requisite experience for the job when
qualified and experienced benchmarked against the requirements of Section 162 of the
Board Secretary. Companies Act and King lll Code of Corporate Governance.

2.22 The evaluation of the Board, V4 V4 Evaluation of the performance of the Board and its Committees
its committees and the is performed on a regular basis. The Board evaluation was
individual Directors should be conducted at the end of December 2021 but concluded in
performed every year. 2022. The next review is due in 2024. A yearly review is not ideal

given constraints of resources and would not allow the Authority
sufficient fime to act on the outcomes of each review.

2.23 The Board should delegate V4 V4 All Board Committee Chairpersons and Vice-Chairpersons are

certain functions to
well-structured committees
but without abducting its
own responsibilities.

Members of the Board and Board Committees operate within
their set Terms of Reference. The responsibilities of the committees
are delegated through Terms of Reference approved by the
Board, but the Board retains accountability for all work of the
Committees. The committees report all issues to the Board
through a formal process.
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REPORT ON CORPORATE GOVERNANCE continued..

KING Il
CHAPTER

2.24

2.25

2.26

2.27

KING 11l PRINCIPLE

A governance framework
should be agreed between
the group and its subsidiary
boards.

Organisations should
remunerate directors
and executives fairly and
responsibly.

Companies should disclose
the remuneration of each
individual director and
prescribed officer.

Shareholders should approve
the company's remuneration
policy.

CHAPTER 3 - Audit Committee

3.1

32

3.3

3.4

3.5

3.6

The board should ensure
that the company has an
effective and independent
audit committee.

Audit committee members
should be suitably skilled and
experienced independent
non-executive directors.

The audit committee

should be chaired by an
independent non-executive
director.

The audit committee should
oversee integrated reporting.

The audit committee should
ensure that a combined
assurance model is applied
to provide a coordinated
approach to all assurance
activities.

The audit committee should
satisfy itself of the expertise,
resources and experience
of the company’s finance
function.

2023 2022 COMMENT

N/A

N/A

This is not applicable to the Authority.

Directors’ dallowances are paid in accordance with the
recommendations made by the Ministry responsible for Finance.
These were substantially increased in the year under review, and
retainers were also infroduced.

The Executives’ remuneration is determined by the Board in
compliance with the Government Revised National Policy on
Incomes, Employment, Prices and Profits of 2005.

This has been fully disclosed in the Integrated Report under the
Board members' remuneration section.

Board members’ allowances and the remuneration policy are
governed by the shareholder through the Ministry responsible for
Finance.

The Finance and Audit Committee (FAC) comprises of 3 Non-
Executive members, who are not independent by virtue of being
appointed by the Minister in accordance with the Act, and an
independent IT expert who is not a Board member. The FAC
meets at least four times in a year and reports to the Board during
its quarterly meetings.

The Finance and Audit Committee (FAC) comprises of 3 Non-
Executive members, who are not independent by virtue of
being appointed by the Minister in accordance with the Act,
and an independent IT expert who is not a Board member. The
Committee members who are suitably skilled and experienced.

The Finance and Audit Committee (FAC) is chaired by an ex-
officio non-executive Board member.

The Authority implemented its first Infegrated Report in 2020. This
is the fourth Integrated Report prepared by the Authority. The
Report incorporates all the elements of integrated reporting
as recommended by the International Integrated Reporting
Council. The Audit Committee oversees preparation by the
Report and approves it before final approval by the Board.

The reports of both the Internal Audit as conducted by the
Technical Department and the External Auditors are both
presented at the Finance and Audit committee meeting.

The audit committee review of the staffing requirements and
the capacity of the function to deliver in accordance with the
mandate was done during the year under review.
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REPORT ON CORPORATE GOVERNANCE continued..

KING Il
CHAPTER

3.7

3.8

3.9

3.10

KING 11l PRINCIPLE

The audit committee should
be responsible for overseeing
of internal audit.

The audit committee should
be an integral component
of the risk management
process.

The audit committee

is responsible for
recommending the
appointment of the external
auditor and overseeing the
external audit process.

The audit committee should
report to the board and
shareholders on how it has
discharged its duties.

CHAPTER 4 - Governance of Risk

4.1

4.2

4.3

4.4

4.5

4.6

4.7

The board should be
responsible for the
governance of risk.

The board should determine
the levels of risk tolerance.

The risk committee or audit
committee should assist the
board in carrying out ifs risk
responsibilities.

The board should delegate
to management the
responsibility to design,
implement and monitor the
risk management plan.

The board should ensure
that risk assessments are
performed on a continual
basis.

The board should ensure
that frameworks and
methodologies are
implemented to increase the
probability of anticipating
unpredictable risks.

The board should ensure that
management considers and
implements appropriate risk
responses.

2023 2022 COMMENT

The Authority’s Board approved the use of the Technical
Department to carry out internal audit reviews due to the size of
the Authority.

The Board provides oversight over risk governance through the
FAC. The Committee receives and considers risk registers and
other risk material from management periodically.

The Finance and Audit Committee recommends the
appointment and re-appointment of the External Auditors to the
Board for approval. The appointment and re-appointment of the
External Auditors is a standing agenda item at every first meeting
of the Committee.

The Finance and Audit Committee reports to the Board on a
quarterly basis on how it has discharged its duties and also reports
annually to the Stakeholders through the Integrated Report.

The Board provides oversight over risk governance through the
finance and audit committee. The Board provides oversight to
this process as disclosed under risk management section of the
Finance and Audit Committee report.

The Board determines the level of risk tolerance according to the
Enterprise Risk Management Framework.

The Board provides oversight over risk governance through the
Finance and Audit Committee.

The design and implementation of the risk management plan is
the responsibility of Management. The Board provides oversight
through the Finance and Audit Committee.

Risk assessments are performed on a quarterly basis and reported
to the Board. The Finance and Audit Committee reviews Risk
Registers every quarter and reports to the Board.

The Board provides oversight over risk governance through the
Finance and Audit Committee. The Enterprise Risk Management
Framework approved by the Board has been implemented.
The Finance and Audit Committee reviews Risk Registers every
quarter and reports to the Board.

The Board provides oversight over risk governance through the
Finance and Audit Committee. Risk responses are assessed and
reported to the Board.
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REPORT ON CORPORATE GOVERNANCE continued..

KING Il
CHAPTER

4.8

4.9

4.10

KING 11l PRINCIPLE

The board should ensure
continual risk monitoring by
management.

The board should receive
assurance regarding the
effectiveness of the risk
management process.

The board should ensure that
there are processes in place
enabling complete, timely,
relevant, accurate and
accessible risk disclosure to
stakeholders.

2023 2022 COMMENT

v

v

v

CHAPTER 5 - Governance of Information Technology

5.1

5.2

8,8

5.4

oL

5.6

S/

The board should be
responsible for information
technology (IT) governance.

IT should be aligned with
the performance and
sustainability objectives of
the company.

The board should delegate
tfo management the
responsibility for the
implementation of an IT
governance framework.

The board should monitor
and evaluate significant IT

investments and expenditure.

IT should form an integral
part of the company’s risk
management.

The board should ensure
that information assets are
managed effectively.

A risk committee and audit
committee should assist the
board in carrying out its IT
responsibilities.

v

v

Risk monitoring is performed by Management. Risk Register
Reports are submitted to the Finance and Audit Committee for
consideration.

The Finance and Audit Committee presents Risk Registers
comprising of mitigation strategies at all its meetings with the
Board.

A summary of risks and risk oversight is provided in the Integrated
Report (page 17).

The Board has delegated the responsibility of overseeing
Information Technology (IT) fo the Finance and Audit Committee
(FAC). The FAC places IT governance as one of the strategic
objectives and monitors IT risks through the Enterprise Risk
Management Framework.

The Board recognises IT as an enabler to achieving the mandate
of the Authority. The IT plans are in alignment with the overall
strategy of the Authority such as digitisation and automation of
processes.

The IT governance is the responsibility of the Board through the
Finance and Audit Committee. The IT report is presented and
discussed during quarterly meetings. The Board appointed an IT
Expert into the Committee in order to assist with governance of IT.

As per the Authorisation Matrix approved by the Board, all
investments are evaluated for economic benefit and business
growth in general. This process is done up to Board level
depending on the value of the investment.

ITis one of the principal risk areas that are managed through the
Enterprise Risk Management Framework. IT risks are separately
identified in order to curb against business disruptions and
ensure business continuity. The Authority evaluates cyber security
environment on an ongoing basis.

The Board through Management ensures that processes are in
place to ensure information assets are effectively managed.

IT progress reports are presented at the Finance and Audit
Committee to ensure that any [T risks are appropriately managed
and mitigated.
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KING Il
CHAPTER

CHAPTER 6 -

6.1

6.2

6.3

6.4

CHAPTER 7 -

7.1

7.2

7.3

7.4

7.5

KING 11l PRINCIPLE

2023 2022 COMMENT

Compliance with Laws, Rules, Codes and Standards

The board should ensure
that the company complies
with applicable laws and
considers adherence fo
non-binding rules, codes and
standard.

The board and each
individual director

should have a working
understanding of the effect
of the applicable laws, rules,
codes and standards on the
company and its business.

Compliance risk should

form an integral part of the
company’s risk management
process.

The board should delegate
fo management the
implementation of an
effective compliance
framework and processes.

Internal Audit

The board should ensure
that there is an effective risk
based internal audit.

Internal audit should follow
a risk- based approach to its
plan.

Internal audit should provide
a written assessment of

the effectiveness of the
company's system of
internal control and risk
management.

The audit committee should
be responsible for overseeing
internal audit.

Internal audit should be
strategically positioned to
achieve its objectives.

v

v

The Board ensures that the Authority complies with applicable
laws and non-binding rules and codes. All compliance matters
are reported through a Compliance Framework and being
reviewed on a quarterly basis.

Whenever there are changes to laws or regulations the Authority
seeks expert advice and training if necessary. If the changes
affect the Authority directly, they become part of the agenda
items at Board level.

The compliance risk is monitored and assessed through the
Authority’s risk management process and the compliance
framework.

The compliance risk is monitored and assessed through
the Authority’s risk management process. The Compliance
Framework reporting covers the risk of non- compliance with
laws, rules, codes and standards.

The Authority's Board approved the use of the Technical
Department to carry out internal audit reviews due to the size of
the Authority.

See note 7.1 above

See note 7.1 above

See note 7.1 above

See note 7.1 above
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KING Il
CHAPTER

CHAPTER 8 -

8.1

8.2

8.3

8.4

8.5

8.6

9.1

9.2

9.3

Key:

KING 11l PRINCIPLE

Governing Stakeholder Relationships

The board should appreciate
that stakeholders’
perceptions affect a
company'’s reputation.

The board should delegate
management to proactively
deal with stakeholder
relationships

The board should strive to
achieve the appropriate
balance between its various
stakeholder groupings, in
the best interests of the
company.

Companies should ensure
the equitable treatment of
shareholders.

Transparent and effective
communication with
stakeholders is essential for
building and maintaining
their trust and confidence.

The board should ensure
disputes are resolved as
effectively, efficiently and
expeditiously as possible.

The board should ensure the
integrity of the company's
integrated report.

Sustainability reporting
and disclosure should
be integrated with the
company’s financial
reporting.

Sustainability reporting
and disclosure should be
independently assured.

v

2023 2022 COMMENT

Increasing Stakeholder satisfaction is one of the strategic
objectives and it emanated from the appreciation by the Board
that Stakeholder perception is important.

Stakeholder relationship management is the primary responsibility
of Management.

The Board strives to achieve the appropriate balance between
its various stakeholder groupings in all its decisions. These issues
are then communicated through Integrated Reporting.

The Authority has a cordial relationship with the Government
of Botswana through the Ministry of Finance. A Shareholder
Compact has been signed with the Ministry.

The Authority produces the Integrated Report within reasonable
timelines. A newsletter is also published for the Stakeholders to
obtain information on time. Any pertinent information that needs
to be communicated to the stakeholders is also communicated
through the website and individually addressed emails and
media.

The Board resolves the disputes amicably, effectively, efficiently
and expeditiously as possible through the formal dispute
resolution established in the Board Charter.

The Authority implemented its first Infegrated Report in 2020. This
is the fourth Integrated Report prepared by the Authority. The
Report incorporates all the elements of integrated reporting
as recommended by the International Integrated Reporting
Council. The Report is reviewed and approved by the Board.

The Integrated Report discusses issues of sustainability under the
discussions of six capitals section. The Authority discloses how it
utilises all the capitals to create and sustain value.

The Integrated Report is only reviewed by the Finance and Audit
Committee and recommended for approval by the Board.

v/ - Full Compliance P - Partial Compliance X - Not done N/A - Not applicable
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STAKEHOLDER IMPACT ANALYSIS

Key Stakeholders and their engagement were identified as follows:

STAKEHOLDER

GOVERNMENT OF
BOTSWANA

PARLIAMENT

PUBLIC INTEREST
ENTITIES (PIEs)

CERTIFIED AUDITORS
AND AUDIT FIRMS

PROFESSIONAL
ACCOUNTANCY
ORGANISATIONS
(PAOS)

OTHER REGULATORS

EMPLOYEES

COMMUNITIES

MEDIA

LEVEL OF INTEREST AND
INFLUENCE

The Government is the sole
Shareholder of the Authority. It has
high interest in our operations, and
they fully control and influence how
the Authority operates through the
Financial Reporting Act, and the
Shareholder Compact.

The Government provides the
financial  capital needed  for
sustainability and growth.

The  Authority  submits  annual
budgets and financial reports to the
Government.

Parliament is one of the most
influential Stakeholders. Parliament
makes laws that govern the
operations of the Authority.

We provide quality reviews of Audit
Practice, Financial Reporting and
Corporate Governance to Certified
Auditors, Audit Firms and PIEs.

These provide 37% of the revenue
base through annual subscriptions.

Certified Auditors, Audit Firms, Public
Interest Entities and PAOs receive
annual registration certificates and
letters in good standing.

Assist in deftermining the Public
Interest Entities for registration.

Interact and cooperate on issues
of Mutual Interest through signed
MOUs.

We ensure combined regulation and
assurance to our Shareholder.

Our employees are key in delivering
our strategic objectives.

We engage with our employees on
an ongoing basis at different levels.

Communities are  the  public
represented by our mandate of
protecting the public interest.

Media is critical in ensuring that their
reports on industry operations are
accurate. It is therefore important
to continue engaging with Media
to ensure that reporting on financial
reporting matters is improved.

We use media to communicate with
other stakeholders.

ENGAGEMENT STRATEGY

We engage through Ministerial
meetings and conferences.
Information provided are:

= Annual financial reports

= Annual budgets

= Audit Practice Reports

= Financial Reporting Monitoring
m Corporate Governance reports

= Anti-Money Laundering reports

We engage with Parliament
through  various  Parliamentary
Committees. The executive team
attended Parliamentary sessions
on 2024/2025 budget discussions.

We engage Certified Auditors,
Audit Firms and PIEs through
engagement meetings and
feedback after reviews.

Communication of registration
procedures through various media
platforms.

Memoranda of Understanding
are in place with other regulators
fo ensure easy exchange of
information.

Employee engagement surveys
Quarterly Staff Meetings

Team Building exercises

We use the following platforms to
engage with the Community:

n Integrated reports
= Media briefs and statements
= Website

We use the following platforms to
engage with Stakeholders:

= Newspapers
u Interviews
= Website updates

= Media briefing session

HOW WE CREATE VALUE FOR
STAKEHOLDERS

Maintaining prudent financial
management that results in the
liquidity and surplus position.

Meeting the review targets as
set by the Board.

Provide assurance on efficient
and effective performance of
PIEs.

Providing technical briefs and
presentations on Governance,
Financial Reporting and Audit.
Advising on the Performance of
PIEs including SOEs

m Ensure quality reviews.

m Ensure fimely submission of
quality reports on findings.

m Unsatisfactory performances
are referred to the Enforcement
Committee for appropriate
sanctioning.

m Ensure stress free annual
registration.

Ensure we provide feedback on
our reviews to other Regulators
on time to enforce compliance.

100% of staff are citizens.

We recognize and reward staff
for their efforts in adding value.

The platforms are updated
regularly to keep the community
up to date.

We ensure the media reports
by promptly responding to and
participating in their enquiries.
We publish facts about our
reviews on the integrated report
and the website.
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COMMITTEES OF THE BOARD

AUDIT PRACTICE REVIEW COMMITTEE (APRC)

Mr. Daniel N. Loeto Ms. Catherine N. Monageng Ms. Sapelo Bantsi Mr. Tsametse C. Mmolai
Chairperson Vice-Chairperson Member Member

On behalf of the Audit Practice Review Committee and the Board of the Authority, | am delighted
to present the report of the Audit Practice Review Committee for the period ending 31 March
2024,

Committee Composition
The Committee consists of the following Board members:

= Mr. Daniel N. Loeto (Chairperson) m Ms. Catherine Nonina Monageng (Vice-Chairperson)
=  Ms. Sapelo Bantsi (Member) = Mr. Tsametse Mmolai (Member)

Meeting Aftendance

Committee Member Date of 16 March 19 June 11 September 22 November Total
Appointment 2023 2023 2023 2023
Mr. Daniel N. Loeto January 2016 v v v RE 3/3
Ms. Catherine N. Monageng January 2023 v v v v 4/4
Ms. Sapelo Bantsi December 2019 v v v v 4/4
Mr. Tsametse C. Mmolai December 2023 A v A v 2/4
Key:

v - Present A - Apologies RE - Resigned on 30 September 2023

Responsibilities

The purpose of the APRC is, amongst other things, to uphold the highest standards of
professionalism in the audit profession by ensuring compliance with the International Standards
on Quality Management (ISQM) 1 & 2, applicable Assurance Standards including Internationall
Standards on Auditing, the International Ethics Standards Board for Accountants’ Code of Ethics
for Professional Accountants (including International Independent Standards), International
Financial Reporting Standards (IFRSs) and other relevant financial reporting frameworks, relevant
pronouncements, and local legislation applicable in the conduct of assurance services.
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AUDIT PRACTICE REVIEW COMMITTEE (APRC) continued..

Introduction

The Audit Practice Review cycle spans over
three years and all Certified Audit Firms and
Certified Auditors are required to have been
reviewed at least once within a cycle. Audit
practice reviews consist of a firm (system of
quality management) review and a review of
selected assurance engagements signed off
by each firm's Certfified Auditors.

A firm review focuses on the key areas of
the firm’'s System of Quality Management
on a sample basis and ensures compliance
with the requirements of the International
Standards on Quality Management (ISQM) 1
and 2. The International Standards on Quality
Management 1 and 2, became effective
on 15 December 2022. The report, therefore,
provides insight on the operating effectiveness
of the system of quality management on the
firms reviewed following the implementation
of the new standards.

Reviews of audit engagement files aim to
checkcompliance withtherelevant assurance
standards; Code of Ethics for Professional
Accountants (including International
Independence Standards); and applicable
Laws and Regulations to ensure that reports
issued by the Firm or engagement partners
are appropriate in the circumstances.

The Authority is also a supervisory authority
under the Financial Intelligence (FI) Act,
2022 and is responsible for enforcing the
FI Act through Anti Money Laundering
(AML) Inspections in the audit environment.
This includes, specifically, regulation and
supervision of specified parties or accountable
institutions through on/off-site inspections. All
the Certified Audit Firms registered with the
Authority are subjected to this monitoring
either as specified parties or in their capacity
as businesses.

AMLinspections are performedin accordance
with the FI Act, 2022. All deviations from
the FI Act 2022 are reported as High-Risk
findings. Audit Firms are required to address
all the exceptions identified, within a month

following the AML inspections. Failure fo
address exceptions within this period results in
penalties in accordance with the provisions of
the Fl Act, 2022.

Process of Approval of Audit Practice and
Anti-Money Laundering Review Reports

After carrying out an audit practice review,
the Technical Department of the Authority
prepares and submits audit practice
review reports to the Audit Practice Review
Committee (APRC), a subcommittee of the
Authority’s Board, for their consideration.
The final results of audit practice reviews are
determined in terms of the audit practice
review methodology. This process is detailed
in the methodology which is available in
the Authority’s website and is shared with
Certified Audit Firms and Certified Auditors at
the beginning of the reviews.

The AML reviews follow the same review
process as Audit Practice Reviews. The
Technical Department makes conclusions and
recommendationstothe AuditPractice Review
Committee, which in turn reviews these and
makes its conclusions and recommendations
tfo the Board. The Board then makes the final
conclusions and recommendations on these
inspections. All findings noted on Anti-Money
Laundering reviews are rated as High Risk and
carry fines as stipulated in different sections of
the Fl Act, 2022.
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AUDIT PRACTICE REVIEW COMMITTEE (APRC) continued..

OVERVIEW ON AUDIT PRACTICE REVIEWS

Quality Management Reviews

2023 marked the first year of implementation of the Quality Management Standards. As a result,
the reviews carried out focused on how firms had implemented the standards following the
effective date. The reviews were detailed and covered all the components. Eight (8) of the
nine (?9) firms reviewed had successfully designed and implemented the quality management
standards at the time of our review. One (1) Certified Audit Firm of Non-Public Interests had not

designed and implemented the system of quality management in its firm.

Firms contfinue to show commitment to audit quality. This is reflected by the positive performance

over the last three cycles as indicated below:
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As demonstrated by the graphs above, a satisfactory performance of Certified Audit Firms of
Public Interest Entities moved gradually from 70% in the first cycle to 100% in the third cycle and
for Certified Audit Firms of non-Public Interest Entities, the satisfactory performance moved from
33% in the first cycle gradually to 87% in the third cycle. This shows that Firms’ commitment to

audit quality, which is commendable.
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AUDIT PRACTICE REVIEW COMMITTEE (APRC) continued..

Engagement Reviews

The pass rate of Certified Auditors of PIEs has been over 50% during the three cycles while that of

Certified Auditors of Non-PIE has been below 50% as indicated in the tables below.

Third Cycle (2021 - 2023)
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80

100

90

80

Third Cycle (2014 - 2017)

89%
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50 50 50
43% 42%
40 40 40
33%
30 29% 30 s1% 30 2
20 20 20
1%
10 10 10 —
Auditors Auditors of Auditors Auditors of Auditors Auditors of
of PIE Non-PIE of PIE Non-PIE of PIE Non-PIE

Satisfactory %
B unsatisfactory %

Satisfactory %
M Unsatisfactory %

Satisfactory %
B Unsatisfactory %

The satisfactory performance of Certified Auditors of PlEs obtained has declined from 89% in
the first cycle to 71% in the third cycle, while that of Certified Auditors of Non-PIE has increased
slightly from 33% in the first cycle to 43% in the third cycle.

The International Standards on Auditing are continually being revised, it is, therefore, crucial that
Certified Auditors keep abreast with these changes to ensure compliance.

The Authority would like to emphasise that the responsibility of audit quality in Firms lies with the
leadership of the firm, and, therefore, there is need to invest in the appropriate resources in
order to achieve audit quality.
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AUDIT PRACTICE REVIEW COMMITTEE (APRC) continued..

AUDIT PRACTICE REVIEWS UNDERTAKEN IN 2023

Firm Reviews

In 2023, nine (?) Certified Audit Firms were reviewed. Five (5) of these were Certified Audit Firms
of PIEs and four (4) were Certified Audit Firms of Non-PIEs. The results of the quality management
reviews of these Certified Audit firms were as follows:

Risk Rating Number of Certified Auditors Total Recommendation
PIE Non-PIE
Low 3 1 4 Review in the next cycle
Low to Medium 2 2 4
High 0 1 1 Refer to Enforcement
Committee for final decision
Total 5 4 9

The High rating on 1 Certified Audit firm of Non-Public Interest Enfities was due to the firm not
designing and implementing the Quality Management Standards by the effective date of 15
December 2022. The Entity has been referred to the Authority’s Enforcement Committee and a
final decision is yet to be made on the matter. All the other Firms reviewed in 2023 had designed
and implemented the quality management standards by the effective date.

The 8 components of each firm’s system of Quality management Policies and Procedures were
reviewed and were then compared to the standard requirements of the ISQMs. All deviations
from the requirements of ISQMs were noted as “findings” and were allocated to their respective
ISQMs components. The deficiencies noted were concentrated among 3 components: The
Firm’s risk assessment process which contributed to 36% of the total findings, this is a new area
that was infroduced in the ISQM 1 as it was not in the old ISQC 1, Governance & Leadership and
Engagement Performance both contributed to 21% of the total findings.
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AUDIT PRACTICE REVIEW COMMITTEE (APRC) continued..

Engagement Reviews

Thirty one (31) Certified Auditors were reviewed in 2023. Nineteen (19) of these were Certified
Auditors of PIEs while twelve (12) were Certified Auditors of Non-PIEs. The performance of these
were as follows:

Risk Rating Number of Certlified Auditors Total Recommendation

PIE Non-PIE
Low 5 1 6 Review in the next cycle
Low to Medium 10 5 15
Medium to High 4 3 7 Re-review after 18 months
High 0 3 3 Refer to Enforcement

Committee for final decision.

Total 19 12 31

The 3 Certified Auditors of Non-PIE rated as High Risk were referred to the Authority’s Enforcement
Committee for appropriate sanctioning. This was following significant deficiencies noted on their
engagement reviews; that is, material balances were either not tested or there was no sufficient
appropriate audit evidence obtained to support the audit opinions issued. The Enforcement
Committee is yet to make the final decisions on these matters.

The 4 Certified Auditors of PIE who were rated as Medium to High Risk had significant deficiencies
of non-compliance with standards, but these were limited to a few areas.
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COMMITTEES OF THE BOARD

AUDIT PRACTICE REVIEW COMMITTEE (APRC) continued..

ANTI-MONEY LAUNDERING REVIEWS UNDERTAKEN IN 2023

A total of 5 AML reviews, including 1 follow up review, were carried out in 2023. The inspections
performed on 4 of these firms were cyclical reviews. All these did not meet the definition of
a specified party under Schedule | of the FI Act 2022. The reviews were, therefore, limited to
compliance with section 40 of the Act and any other areas incidental to this section. Section 40
relates to general reporting on suspicious fransactions. In performing our reviews no exceptions
were noted hence no finding was reported on all the firms. There were also no issues noted on
the follow-up review as the Firm had carried out the necessary steps to remedy the deficiencies
that were noted in the previous review.

CONCLUSIONS

Certified Auditors’ work on providing assurance on the accuracy and reliability of information
prepared by Entities is crucial in protecting public interest. As a result, their integrity in performing
their audit work cannot be over emphasised as different stakeholders, for example, investors,
creditors and financial institutions heavily rely on the audit opinion they issue. Certified Auditors
are therefore, reminded that a lot of responsibility is placed on them. The Authority contfinually
engages with Certified Auditors to ensure the highest standards of compliance with applicable
standards and codes through publishing of reports such as this report annually in the Authority’s
website and circulates it directly to all the Auditors. This is in addition to various engagements
that are held with the Firms' leadership/certified auditors during the reviews.

NB: The significant findings noted on the Firm (Quality Management) reviews, Engagement
reviews and Anti-Money laundering reviews are discussed in detail in the Audit Practice Reviews
for the year ending 31 March 2024 report published in the Authority’s website.

Ms. Catherine N. Monageng
Vice Chairperson
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COMMITTEES OF THE BOARD continued

ENFORCEMENT COMMITTEE

Lf

Ms. Zoe Isaacs Mr. Kealeboga Molelowatladi Mr. Onkagetse Pusoentsi
Chairperson Member Member

Committee Meetings Attendance

Committee Meetings: Meeting Attendance Hearings
No. Committee Member Dateof  3Feb. 25 16 18 2Mar. 21 Totdl
Appointment May Aug. Sept. June
1 MsZoe A. lsaacs July 2020 v v v v v v 6/6
2 M Kealeboga Molelowatladi  July 2020 v v v v v v 6/6
8 Mr. Onkagetse Pusoentsi Sept. 2020 v v v v v v 6/6

Key:
v/ - Present

It gives me great pleasure to report on the Enforcement Committee’s (EC) activities for the
2023 / 2024 financial year. During the year, the membership of the EC comprised a Chartered
Accountant, a member with Business qualifications and an Attorney.

In September 2023, the Board took the decision to comprise the Committee solely with non-
Board members. At the time of reporting, the appointment of the new members in addition to
Mr. Pusoentsi, who is not a Board member, was sfill in progress.
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ENFORCEMENT COMMITTEE continued..

INTRODUCTION

One of the overarching responsibilities of the
Botswana Accountancy Oversight Authority
(the Authority) is the protection of the interest
of the public and investors in enfities, including
the public inferest entities. For purposes of
providing oversight, Section é of the Financial
Reporting Act lays down the general functions
and powers of the Authority. The EC is one of
the five Statutory Committees of the Board
established in accordance with Section 16 (1)
of the Act.

Committee Responsibilities

The EC is responsible for the sanctioning of
individuals and entities that do not meet the
required standards as containedinreports from
the Audit Practice Review and the Financial
Reporting Monitoring Committees. The EC also
sanctions violations of the International Code
of Ethics for Professional Accountants.

The purpose of the EC is, therefore, to enforce:

1. The recommendations of the Audit Practice
Review Committee through the Board
following audit practice reviews audit
practice reviews and special investigations
conducted by the Technical Department of
the Authority;

2. The recommendations of the Financial
Reporting  Monitoring Committee  on
financial  reporting  monitoring  and
corporate governance reviews through the
Board following reviews conducted by the
Technical Department of the Authority;

3. The outcomes of the reviews carried out
on the “Fit and Proper” tests carried out on
certified auditors; and;

4. Any violations of ethical codes and
independence requirements identified by
the Technical Department of the Authority
during Audit Practice Reviews and Financial
Reporting Monitoring reviews and any other
violations reported by members of the
public.

Committee Activities

During the period under review, one Certified
Auditor and one Audit Firm (unrelated to
each other) appeared before the Committee
tfo answer to charges of non-compliance with
financial reporting and auditing standards,
and breach of the Financial Intelligence
Act. The two were successfully sanctioned.
One PIE was referred to the Committee
for non-compliance with the International
Financial Reporting Standards, but at the
fime of reporting, the matter had not been
concluded.

Specific Charges Against Audit Firms, Auditors
and Public Interest Entities

During the reporting period, the EC was seized
with matters against Audit Firms, Certified
Auditors and Public Interest Entities for charges
including the following:

a.Breach of Section 53 (4) of the Financial
Reporting Act, for failure to comply with
International Standards on Auditing by an
auditor.

b.Breach of Section 53 (4) of the Financial
Reporting Act, by failure to ensure
compliance with International Financial
Reporting Standards.

c. Breach of Section 55 (b) of the Financial
Reporting Act, 2010, which provides that
where any public inferest entity or other
entity is required to prepare any financial
stfatement or report under any particular
enactment, it shall ensure that the financial
statement or report is in compliance with
the financial reporting standards issued by
the Authority under Section 52.

d.Breach of section 55 (a) of the Financial
Reporting Act which which provides that
where any public inferest entity or other
entity is required to prepare any financial
statement or report under any particular
enactment, it shall ensure that the financial
statement or report is in compliance with
the financial reporting requirements of
any ofher relevant enactment, read with
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ENFORCEMENT COMMITTEE continued..

section 205 of the Companies Act which requires financial statements to be prepared within
7 months of the balance sheet date.

e. Breach of Sections 33(1) and 35(1) of the Financial Intelligence Act, 2019 and the Financial
Intelligence Regulations, 2019, Regulation 21.

Cases Pending from Previous Periods

At the fime of reporting, there were two cases that were reported during the 2021 and 2022
reporting periods which were still fo be heard by the Appeals Committee. At the time of reporting,
the Appeals Committee had been constituted by the Minister responsible for Finance as per the
Act, and it is expected that the cases pending before it would be dispensed within 2024.

Gratitude

| wish to express my special thanks fo Committee members for the time they have spent
undertaking this critical but challenging mandate on behalf of the Board of the Authority.
Special welcome to the new members who will carry the burden going forward, and a promise
of readily available support from the outgoing members and the Board in general. In any case |
have the full frust that Mr. Pusoentsi, who has remained in the Committee and has taken over as
the Chairperson will bring the necessary institutional memory to see to it that the new members
find it easy to navigate their responsibilities and ably deliver on the mandate.

Lastly, | wish to thank Management and all other employees for making the work of the

Committee as easy as they possibly could, through providing detailed, relevant, and well-
prepared information to facilitate the engagements and the activities of the Committee.

2N e

Ms. Zoe A. Isaacs
Outgoing Chairperson
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COMMITTEES OF THE BOARD continued

FINANCIAL REPORTING MONITORING COMMITTEE (FRMC)

Ms. Sapelo Bantsi Mr. Tsametse Mmolai Mr. Gobona Tobedza Ms. Jeanette C. Makgolo
Chairperson Vice-Chairperson Member Member
COMMITTEE COMPOSITION

The Committee consisted of the following four (4) Board members:

Ms. Sapelo Bantsi (Chairperson), Mr. Tsametse Mmolai (Vice-Chairperson)
Mr. Gobona Tobedza (member) and Ms. Jeanette C. Makgolo (member).

Meeting Altendance

No. Committee Member Date of 23 March 27 June 14Sept. 22Nov.  Total
Appointment 2023 2023 2023 2023
1 Ms. Sapelo Bantsi Dec. 2019 4 v v 4 4/4
2 Mr. Tsametse Mmolai Apr. 2021 A v v v 3/4
3 Mr. Gobona Tobedza Oct. 2019 v v v TE 3/3
4 Ms. Jeanette C Makgolo Dec. 2022 v v v A 3/4
Key:

v - Present A - Apologies TE - Tenure Ended

| have the pleasure of presenting the report of the Financial Reporting Monitoring Committee
(FRMC) for the 2023/2024 financial year.

Responsibilities

One of the functions of the Authority under the Actis to regulate the reporting of financial matters
of PIEs and the corporate governance sector; and matters incidental thereto. This mandate is
divided into two sections: Financial Reporting Monitoring and Corporate Governance Reviews.
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FINANCIAL REPORTING MONITORING COMMITTEE (FRMC) continued..

1. Financial Reporting Monitoring (FRM)

With respect to the regulation of the
reporting of financial matters of PIEs and
the corporate sector, Sections 6(2) and 55
of the Act states that:

a. In the performance of its functions, the
Authority shall among other functions:

i. review and analyse financial reports
and identify any failure on the
part of the PIE to comply with the
requirements of any relevant law
or any financial reporting standard,
code or guideline issued under this
Act; and

ii. inform the PIE of its shortcomings in its
financial report and the required
action to rectify the shortcomings.

b.Where any PIE or other entity including
a partly or wholly funded public body
is required to prepare any Financial
Statement or Report under a particular
enactment, it shall ensure that the
Financial Statement or Report is in
compliance with the:

i. Financial Reporting requirements of
any other relevant enactment;

ii. Financial Reporting Standards issued
by the Authority under section 52;

iii. Rules made under the Act; and

iv. Codes, Rules or Regulations of the
Authority with the ultimate objective
of protecting the interest of the
General Public and Investors.

2. Corporate Governance (CG)

The general functions and powers of the
Authority provided under Section é (1) (f)
of the Act give the Authority the power
amongst other things o issue accounting,
and auditing rules, codes and guidelines
in accordance with the relevant laws and
international standards. Based on the
foregoing, the Authority adopted King lll as
the most suitable Corporate Governance
Code for Botfswana. PIEs are, therefore,
required to adopt the King Il Corporate

Governance Code, its successor Code,
or any corporate governance code that
includes at a minimum the requirements
of the Code adopted by the Authority.
The Authority, therefore, reviews the PIEs
corporate  governance  structures  for
compliance with the requirements of King
/v Code.

OVERVIEW ON  FINANCIAL
MONITORING (FRM) AND
GOVERNANCE (CG) REVIEWS

REPORTING
CORPORATE

Financial Reporting Monitoring Review Results

Thirty-six (36) entities were reviewed during the
year. These included thirty-three (33) cyclical
reviews and three (3) re-reviews, compared
to eighteen (18) cyclical reviews and four (4)
re-reviews in 2022. The results indicate a slight
improvement in the performance of cyclical
reviews PIEs from 83% (15 entities) compliance
in 2022 to 85% (28 entities) in 2023. All three (3)
entities re-reviewed complied with IFRSs, whilst
in 2022, from the four (4) entities re-reviewed,
three (3) complied with IFRSs and one (1) did
not. The results of these reviews are as per the
graph below:

Graph A: Summary of FRM cyclical reviews
and Re-reviews
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FINANCIAL REPORTING MONITORING COMMITTEE (FRMC) continued..

Corporate Governance Review Results

In the area of corporate governance, as
indicated in graph B below, a tfofal of fifty-
eight (58) reviews were completed during
the vyear, these comprised of thirty-three
(33) cyclical reviews and twenty-five (25) re-
reviews. In 2022 eighteen (18) cyclical reviews
and eight (8) re-reviews were completed.
The performance of PIEs in the corporate
governance area for cyclical reviews remains
a concern, as only 21% (7 entities) passed the
reviews. in 2022 the pass rate was only 11%.
Re-reviews also improved from 50% (4 entities)
compliant in 2022 to 56% (14 entities) in 2023.

Graph B: Summary of CG cyclical review and
Re-reviews
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Graph C: Summary of PIE review results per
category 2023
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Graph D: Summary of PIE review results per
category 2022
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FINANCIAL REPORTING MONITORING COMMITTEE (FRMC) continued..

As noted in the Graph C above, from the entities
that were reviewed in 2023:

a.In relation to FRM, Public Bodies had the
highest number of two (2) entities which
were not complaint with IFRS requirements.
However, this was an improvement from 2022,
where the same category had three (3) non-
compliant entities. The significant deficiencies
that led to non-compliances across all
categories included:

i. Group Consolidated Financial Statements
which were not prepared even though the
enfity had a wholly owned subsidiary of a
company incorporated in Botswana, this
was contrary to the Companies Act which
requires parent companies incorporated in
Botswana to prepare consolidated financial
statements.

ii.The Financial Statements were misleading,
due to material discrepancies or errors
that were noted in the Annual Financial

Statements;

iii.The opening and closing balances of
Cash and Cash equivalents disclosed in the
Statement Cashflows were not reconciling;
and

iv.The Financial Statements were not restated
to reflect correction of material prior year
errors.

b.Withregards to Corporate Governance,
Public Bodies still continued to have the
highest number of entities that are not
complaint with King lll/IV requirements at 85%
(17 entities), this followed a similar trend as the
previous year with non-compliance of 100%
(7 entities) detailed in the table above. The
material deficiencies that led to these non-
compliances included:

i. Boards compositions that were notin line
with the corporate governance
recommended best practice, as the Boards
did not compromise a balance of power of
executive and non-executive directors, with
a majority Non-Executive Directors being
independent;

ii.Performance evaluations of the Boards,
Committees and Individual Directors not
performed;

ii. Audit Committee members were not all
Independent  Non-Executive  Directors,
and some entities did not have Audit
Committees which led to the committees
roles not performed such as review of the
Finance Function and appointment of
External Auditors; and

iv.Boards did not provide oversight to various

areas, i.e. Information Technology, Risk
Management, Compliance with laws
and regulations, as required by best

recommended practices.

Entities that did not comply with IFRS and/or
King lll/IlV Code or equivalent are re-reviewed
after 24 months as a follow up to check if the
deficiencies have been remediated.

Referral of PIEs to The Authority’s Enforcement
Committee

The Authority from fime fo fime refers PIEs to
the Enforcement Committee for appropriate
sanctioning as mandated by Section 6 of the Act.
Due fo the significance of the deficiencies noted
on the Financial Reporting Monitoring, one (1)
significant PIE was referred to the Enforcement
Committee for appropriate sanctioning.

Conclusion

Entities continue to show positive results in the
application of International Financial Reporting
Standards, this is shown by the decline in the
number of findings noted during reviews. On the
other hand, Corporate Governance confinues
to be a concern as demonstrated by poor results
every year.

The Authority will endeavour to put measures in
place such as: engaging vigorously with entities
during the reviews highlighting the importance
of having proper governance sfructures in place
that are in line with corporate governance best
practices; Publishing reports such as this one in
Authority’s website so that PIEs can address the
issues before reviews are conducted; and share
with the different Regulators, reports for their
respective regulated entities so that they may
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FINANCIAL REPORTING MONITORING COMMITTEE (FRMC) continued..

also assist in improving the performance of PIEs.

Gratitude

| wish to thank my fellow Committee members for their valuable contributions and the Board for
their guidance; and the Acting Chief Executive Officer and his Management Team for providing
appropriate secretarial support that made our work manageable.

NB: The significant and common findings noted during the year are discussed in detail in the

Financial Reporting Monitoring and Corporate Governance reviews for the year ending 31
March 2024 report published in the Authority’s website.

Ms. Sapelo Bantsi
Chairperson
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COMMITTEES OF THE BOARD continued

STANDARDS SETTING COMMITTEE (SSC)

Ms. Catherine N. Monageng Ms. Sapelo Bantsi Mr. Kealeboga Molelowatladi Mr. Tumelo Keitumetse
Chairperson Vice-Chairperson Member Member

LE |
Ms. Kebafentse Ketshajwang Mr. Carbolic Moroka Mr. Mbusi Ndebele Mr. Kenneth O. Mabote
Member Member Member Member

Mr. Eugene Mwaba Mr. Mosireletsi Mogotlhwane
Member Member
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STANDARDS SETTING COMMITTEE (SSC) continued..

COMMITTEE MEETINGS
Attendance Register

Committee Member Date of Appointment (A) SSC Meetings FRCGWG
& Resignation (R) [February, Meetings

August] [April]

Ms. Catherine Monageng January 2023 (A) 2/2 N/A

(Chairperson)

Ms. Sapelo Bantsi December 2019 (A) 2/2 1/1
(Vice-Chairperson)

Mr. Kealeboga Molelowatladi August 2020 (A) 1/2 1/1
Mr. Eugene Mwaba November 2018 (A) 2/2 Apology
Mr. Carbolic C. Moroka November 2019 (A) 2/2 1/1
Mr. Tumelo M. Keitumetse May 2018 (A) 2/2 N/A

August 2023 (TE)

Mr. Kenneth O. Mabote December 2014 (A) Apology N/A
August 2023 (TE)

Ms. Kebafentse H. Ketshajwang August 2014 (A) 1/1 N/A
June 2023 (R)
Mr. Mosireletsi M. Mogotlhwane April 2021 (A) 2/2 N/A

March 2024 (R)

Mr. Mbusi M. Ndebele October 2018 (A) 2/2 N/A
December 2023 (R)

Key:
Not a member of the Working Group - N/A Tenure Ended - TE

ASWG
Meetings
[April]

N/A

N/A

N/A

N/A

N/A

Apology

The Standards Setting Committee (SSC) is pleased to present its report for the financial year

ended 31 March 2024.
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STANDARDS SETTING COMMITTEE (SSC) continued..

RESPONSIBILITIES

The purpose of the Standards Setting
Committee as set out at Sections 52 and 53
of the Financial Reporting Act, 2010, as read
with the Financial Reporting (Amendment)
Act, 2020 (herein, 'the Act’) is to adopt, issue
and keep up to date the financial reporting,
auditing, ethics and education standards; and
issue appropriate interpretations, rules, and
guidelines for the purposes of implementing
financial reporting, auditing standards and
corporate governance codes adopted or
issued by the Committee. The Committee’s
role is to ensure that Public Interest Entities
(PIEs), auditors and professional accountancy
organisations apply financial reporting,
auditing, ethics, education standards and
corporate governance codes which conform
to the international best practices.

Other
include:

responsibiliies of the Committee

vmonitoring of new issues, revisions/
amendments of auditing, ethics, financial
reporting standards, corporate governance
codes and related standards and codes;

vconsidering requests for comments on
Exposure Drafts and Consultation Papers
in relation to International Accounting
Standards  Board  (IASB), International
Auditing and Assurance Standards Board
(IAASB), International Ethics Standards
Board for Accountants (IESBA), International
Organisation of Supreme Audit Institutions
(INTOSAI) and related standards and codes;

vdissemination and issue of guidelines on
implementation of standards through regular
releases; and

vissue reports and articles for publication on
the Authority’s website and newsletters on
the different standards.

ACTIVITIES FOR THE YEAR

During the year, the SSC made conftributions
to the IASB, IPSASB, IAASB and IESBA projects
undertaken in 2023. The Committee undertook
the following activities:

In relation to Financial Reporting, the exposure
drafts completed and submitted to the IASB
and IPSASB included:

a. Third edition of the IFRS for SMEs Accounting
Standard;

b. International Tax Reform - Pillar Two Model
Rules;

c. Amendments to the Classification and
Measurement of Financial Instruments
(Proposed amendments to IFRS ? and IFRS 7)

d.Concessionary Leases and Right-of-Use
Assets In-Kind (Amendments to IPSAS 43
and IPSAS 23);

e.IFRS Sustainability Disclosure Standard:
Methodology for enhancing the
International  Applicability of the SASB
Standards and SASB Standards Taxonomy
Updates; and

f. Financial Instruments with Characteristics of
Equity: Proposed amendments to IAS 32,
IFRS 7 and IAS 1.

In relation to Auditing and Ethics, the exposure
drafts completed and submitted to the IAASB
and IESBA, included:

a.Proposed International Standard on

Auditing (ISA500) Revised;

b. Proposed Part 10, Audits of Group Financial
Statements of the Proposed International
Standard on Auditing for Audits of Financial
Statements of Less Complex Entities (ISA for
LCE);

c.Proposed International Standard on
Auditing 570 (Revised 202X) Going
Concern and Proposed Conforming and
Consequential Amendments to Other ISAs;

d.Proposed Infternational Standard on
Sustainability  Assurance 5000 General
Requirements for Sustainability Assurance
Engagements and Proposed Conforming
and Consequential Amendments to Other
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STANDARDS SETTING COMMITTEE (SSC) continued..

IAASB Standards; and

e. ProposedInternational Standard on Auditing 240 (Revised): The Auditor’'s Responsibilities
Relating to Fraud in an Audit of Financial Statements and Proposed Conforming and
Consequential Amendments to Other ISAs.

The Committee also published the following articles which are available in the Authority’s
website under Newsletters:

a. International Standard on Auditing 600 (Revised) Special Considerations - Audits of Group
Financial Statements;

b. Monitoring and Remediation Process (International Standard on Quality Management 1),
Underpinning Digital Trust with Data Ethics;

c. Revisions to the Definitions of Listed Entity and Public Interest Entity in the Code;

d. International Standard on Quality Management 2 - Engagement Quality Reviews, Quality
Management related Conforming Amendments to the Code; and

e. IAS16 - Treatment of fully depreciated assets still in use.

Gratitude

| wish to thank my fellow Committee members for their valuable contributions during the year. |
would also like to thank the BAOA Board for their guidance and continued support; the Acting
Chief Executive Officer and her Management Team for providing appropriate secretarial
support to the Committee.

Ms. Catherine N. Monageng
Chairperson
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COMMITTEES OF THE BOARD continued

EDUCATION AND TRAINING COMMITTEE (ETC)

N
Ms. Jeannette C. Makgolo Mr. Gobona Tobedza Ms. Zoe A.lsaacs
Chairperson Member Member

'

Mr. Eugene Mwaba Ms. Lebogang Mpinang Ms. Keneilwe Senyarelo
Member Member Member

Mr. Davis Tele Mr. Monamodi Kgopana Mr. Aubrey Chewe
Member Member Member

Mes. Elizabeth Baitumetse Mr. Meshack Letlhare Mr. Oaitse Dube
Member Member Member
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EDUCATION AND TRAINING COMMITTEE (ETC) continued..

COMMITTEE MEETINGS
Attendance Register

Meeting Date

No. Committee Member Date of 22 February 15 September Total
Appointment 2023 2023
1 Ms. Jeanette C Makgolo Sep. 2021 v v 2/2
2 Mr Gobona Tobedza Sep. 2019 v v 2/2
8 Ms. Zoe Isaacs Oct. 2017 v v 2/2
4 Mr. Aubrey Chewe Jul. 2016 4 v 2/2
S Mr. Davis Tele Jul. 2016 A v 1/2
6 Ms. Lebogang Mpinang Jul. 2016 v A 1/2
7 Mr. Eugene Mwaba Jun. 2017 v v 2/2
8  Ms. Keneilwe Senyarelo Mar. 2018 v v 2/2
9 Mr Oaitse Dube Feb. 2022 v v 2/2
10 Mr. Monamodi Kgopana Mar. 2021 v v 2/2
11 Mr. Meshack T. Letlhare Mar. 2021 v v 2/2
12 Ms. Elizabeth Baitumetse Oct. 2021 v v 2/2
13 Ms. Botoka Raboijane May 2023 N/A v 1/2
14 Ms. Tlamelo Kelebeile Aug. 2023 N/A v 1/2
Key:

v - Present A - Apologies N/A - Not yet a member
| have the pleasure of presenting the report of the Education and Training Committee (ETC) for the
period ending 31 March 2024.
Intfroduction

The Education and Training Committee (ETC) was established in accordance with Section 16(1) of
the Financial Reporting (Amendment) Act, 2020 (the Act).
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EDUCATION AND TRAINING COMMITTEE (ETC) continued..

Mandate

The main role of the Committee is to:

a.Look at the broader national training
requirements of the accountancy and
auditing profession in Botswana that meet
the skills needs in the economy;

b. Create a National Accounting Education
and Training Master Plan that must be
adhered to by stakeholders including
professional accountancy organisations and
tuition providers across the country using
international standards and codes as the
benchmark; and

c. Monitor compliance with Local and
International Standards and Codes, issued
by International Federation of Accountants
(IFAC), International Accounting Standards
Board (IASB) and statutory instruments in
Botswana.

Responsibilities and Authority

The responsibilities of the Education and Training
Committee as detailed in the Committee Terms
of Reference are to implement the learning
and development requirements of professional
accountants as prescribed under International
Federation of Accountants (IFAC), International
Education Standards  (IES), International
Education Practice Statements (IEPS) as
expounded through the IFAC Statements of
Membership Obligations (SMOs).

Committee Activities
in the AAT

a. Inclusion of Botswana Tax
Qualification

The AAT qualification, through the
infervention of the Education and Training
Committee, launched the Botswana Tax
module in September 2023. The Botswana Tax
module is currently being provided/ offered
by training providers and is mandatory for all
AAT students in Botswana at Level 3.

b. The Making of an Accountant Project
The Committee’s Task Team which was
appointed to drive the initiative to develop
a second video on ‘The Making of an

Accountant’, chose a more streamlined
approach which involves undertaking a
proof-of-concept initiative that centred on
digital campaigns and strategically targeted
local road shows. The proof of concept
would serve as a means to assess success
meftrics and refine critical areas of focus
based on substantiated evidence. Member
organisations of the Education and Training
Committee agreed to pledging funds to be
utilised in the initial stages of the project, with
more confributions and sponsorships to be
requested from other stakeholders.

c. Monitoring of Professional Accountancy
Organisations (PAOs) Action Plans to improve
Examination Results

The Board of the Authority adoptfed
Action Plans aimed atf improving the level
of accountants’ training and education
in Bofswana. The Action Plans were
compiled by all Professional Accountancy
Organisations who are members of the
Education and Training Committee. The
PAOs compiled challenges experienced
and submitted Action Plans for monitoring by
the Committee.

During the period under review, fthe
Action Plans of CIMA and ACCA were all
completed, while a significant portion of
the Action Plans for BICA were completed
with outstanding plans being those that
are on-going. The Committee will confinue
monitoring the interventions until they have
all been implemented and examination
results have improved.

Acknowledgments

I wish to thank my fellow Committee members
and the Secretariat for their valuable
contributions to the achievement of the
Committee's mandate.

Ms. Jeanette C. Makgolo
Chairperson
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COMMITTEES OF THE BOARD continued

HUMAN RESOURCE COMMITTEE (HRC)

Mr. Tsametse Mmolai Ms. Zoe Isaacs Ms. Jeanette Makgolo
Chairperson Vice-Chairperson Member

Ms. Johanah Motswagole-Konings Mr. Onkagetse Pusoentsi
Member Member

Meeting Altendance

No. Committee Member Date of 23 March 23 June 31 Oct. 23 Nov. Total
Appointment 2023 2023 2023 2023
1 Mr. Tsametse Mmolai Apr. 2021 v v v v 4/4
2 Ms Zoe A. Isaacs Oct. 2017 v v v v 4/4
3 Ms. Jeanette C Makgolo Sep. 2021 v A A A 1/4
4 Mr Onkagetse Pusoentsi Sep. 2020 v A v v 3/4
) Ms J. Motswagole - Konings Sep. 2020 v v v v 4/4
Keuy:

v - Present A - Apologies

| have the pleasure of presenting the report of the Human Resource Committee (HRC) for the
2023/2024 financial year.
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HUMAN RESOURCE COMMITTEE (HRC) continued..

Introduction

The Human Resource Committee was
established through Section 16(1) of the
Act, which stipulates that the Board of the
Botswana Accountancy Oversight Authority
(the Authority) may, for the purposes of
performing its functions, establish such
committees as it considers appropriate; and
may delegate, to any such committee, any of
its functions as it considers necessary.

Mandate

The mandate of the Committee is to assist the
Board in the oversight of the Human Resources
function of the Authority.

Activities

a. Staffing

The Authority closed the year with twenty-
four (24) employees out of a total of
twenty-six (26), which represents ninety-two
percent (92%) of the staff establishment.
All employees are cifizens. Seventy-one
percent (71%) are female, and ftwenty-
nine percent (29%) are male. Twenty-nine
percent (29%) of the female staff members
are in managerial positions and above
while seventy-one percent (71%) are in
positions below managerial level.

Female Staff by Position Level

29%

71%

MANAGERIAL & ABOVE
BELOW MANAGERIAL

Staff by Gender

29%

71%

MALE
FEMALE

Staff by Citizenship

100%

CITIZENS
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HUMAN RESOURCE COMMITTEE (HRC) continued..

25-30

Staff by Age

31-40 41 -50 51-60

b. Staff Turn-Over

The Authority continues to experience
increased levels of staff furnover. The
turnover rose from 8% in 2022 to 15% in
2023. These included end of contract
terminations.

The Authority is, however, committed fo
reduce the turnover rate and maintain
lower turnover rates in future. Resignations
will  be significantly reduced through
human resource policies and procedures,
which are designed to attract, retain and
moftivate employees.

Executive

Staff by Department

Finance &

Technical . .
Administration

Comparison of Staff Turnover Over Two Years

20%

15%

10%

5%

0%
2022 2023

c. Staff Promotions and Appointments

The Authority increased in number when
Ms Gosiame Mokoti and Ms Katlo Obadire
joined the Authority in March and May 2023
as Reviewers. Whereas Mr Ishmael Moatshe
and Mr Olaofse Mokgadi joined in July
2023 and February 2024 respectively. Mr
Moatshe joined the Executive Staff and is
Head of the Legal Department, whereas Mr
Mokgadi joined as a Driver Messenger.
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HUMAN RESOURCE COMMITTEE (HRC) continued..

d. Staff Training and Development

The Authority remains committed to
enhancing employee work experience
by ensuring that the environment supports
growth, innovation and creativity. During
the period under review, Ms Ephifania
Nkanga undertook a course on Executive
Development Programme through the
University of Stellenbosch Business School.
The Authority undertakes to develop other
staff members in the same field in the
following years, in accordance with the
Authority’s Training Plan.

stipulate a pool of employees to be
developed for future leadership positions.

. Newsletter

The Newsletter continued for the seventh
year and has since developed from being
an annual issue to being issued twice in
a year in the period under review. The
Newsletter is used to share engaging
content and to promote a culture of
effective communication, for effective
and meaningful communication  with
employees and other key stakeholders.

Training on IFRS Updates was conducted
for the Technical and Finance Departments
during the period under review. The
Authority participated in a knowledge
sharing event hosted by the African Forum
of Independent Accounting and Auditing
Regulators (AFIAAR) in collaboration with
the Pan African Federation of Accountants
(PAFA), which focused on audit quality
review approaches, processes, and
challenges, enhancing insight into audit
quality oversight bodies’ oversight regimes,
and identifying better practices. The
Authority also aftended an Inspection
Workshop hosted by the International
Forum of Independent Audit Regulators
(IFIAR), which was designed to share
knowledge and practical experience
among independent audit regulators. The
Authority confinues to develop its small but
strategic staff in order to close competency
gaps for better performance.

Acknowledgments

| wish to express my sincere appreciation
and gratitude to the members of the Human
Resource Committee and the Secretariat for
their contributions in the achievement of the
mandate of the Committee.

o

Mr. Tsametse Mmolai
Chairperson

e. Pefformance Management

The Authority strives to become a high
performing organisation by inculcating
a high- performance culture, therefore
it confinuously improves its discipline of
managing employee performance.

f. Succession Planning

The Authority has robust succession plans
for key management in place that are
periodically reviewed to ensure that there
are minimal exposures and guarantees
business confinuity. The succession plans
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COMMITTEES OF THE BOARD continued

FINANCE AND AUDIT COMMITTEE (FAC)

Mr. Kealeboga Molelowatladi Mr. Daniel N. Loeto Ms. Catherine N. Monageng
Chairperson Member Member

Mr. Gobona Tobedza Mr. Tuelo Leutlwetse
Member Member

COMMITTEE MEETINGS

The FAC met four times during the period January 2023 to March 2024. The attendance register
is presented below:

Meeting Aftendance

No. Committee Member Date of 23 March 22 June 14 Sept. 21 Nov. Total
Appointment 2023 2023 2023 2023
1 Mr. Gobona Tobedza Oct. 2019 v v v TE 3/3
2 Mr. Daniel N. Loeto Nov. 2011 v v v RE 3/3
8 3. Ms. Catherine Monageng Jan. 2023 v v v v 4/4
4 Mr. Kealeboga Molelowatladi Aug. 2020 A v A v 2/4
5 5 MrTuelo Letsweletse Mar. 2023 v v v 4 4/4
Key:

v/ - Present A - Apologies TE - Term Ended RE - Resigned on the 30 September 2023
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FINANCE AND AUDIT COMMITTEE (FAC) continued..

The Finance and Audit Committee (the
Committee) is pleased to present its report for
the 15 - month period January 2023 to March
2024. The Committee operates within defined
terms of reference as set out in its Charter.

The Finance and Audit Committee was
established through Section 16(1) of the
Act, which stipulates that the Board of the
Botswana Accountancy Oversight Authority
(the Authority) may, for the purposes of
performing its functions, establish such
committees as it considers appropriate; and
may delegate, to any such committee, any of
its functions as it considers necessary.

Purpose and Responsibilities of the Committee

In carrying out its duties and responsibilities
delegated to it by the Board, the Committee
promotes the highest standard of Corporate
Governance as recommended in King Il
Duringthe period underreview, the Committee
provided oversight over the following:

a.The integrity of the Authority’s financial
statements and any formal reports relating
to the Authority’s financial performance,
reviewing significant financial reporting
judgments contained therein, the
appropriateness, relevance and reliability
of operational and financial reportfing;

b. Compliance with the legal and regulatory
requirements;

c. Auditors’ independence, objectivity and
the effectiveness of the auditprocess;

d. The Authority’s system of quality control,
inftendedto ensure thatsystems arerelevant,
adequate and operating effectively to
enable the Authority fo meet its objectives.

e. Management accounts which provide
useful information for decision making;

f. Cost monitoring and confrol;

g. Cash flow management;

h. Capacity of the available resources
including staffing to deliver in accordance
with the Committee Charter;

i. Risk management; and

j- Internal Audit reviews as performed by the

Technical Team.

KEY ACTIVITIES DURING THE PERIOD UNDER
REVIEW

m Reviewed andrecommended to the Board
the approval of the External Auditors, Audit
Plan, Audit Report and Management letter
for the period under review.

m The Committee evaluated the adequacy
and effectiveness of the Authority’s
accounting practices, the finance function,
information  systems, budgeting and
budgetary confrol systems, and auditing
processes. The Committee satisfied itself with
the expertise, experience of the finance
function.

m On financial statements and disclosure
maftters, the Committee reviewed and
discussed with  Management, Quarterly
Management Accounts providing financial
information that assists the Board in decision
making, prior fo their presentation to the
Board; ensuring that the Management
Accounts provide comparisons against
budgets and/or prioryears, and explanations
for significant variances.

m Reviewed and recommended the approval
of the Enterprise Risk Management Report
on a quarterly basis.

m Reviewed and recommended the approval
of April 2024 to March 2025 Budget and 2024
- 2025 Business Plan.
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FINANCE AND AUDIT COMMITTEE (FAC) continued..

FINANCIAL PERFORMANCE

Key Financial Highlights

Revenue: P26.2mn Deficit: - P2.9mn Expenses: P29.mn

m (2022: 19.8mn) (2022: - P1.4mn) @ (2022: P21.mn)

1. ANALYSIS OF REVENUE

P P %o
Mar 2024 Dec 2022 Movement
GOVERNMENT SUBVENTION 16,641,000 12,450,000 34
REVENUE EARNED FROM SERVICES
Certified auditors 1,370,000 945,800 45
Audit firms 124,600 114,000 9
Parastatals 1,293,700 679,300 90
Professional accountancy bodies 70,400 43,000 64
Botswana Institute of Chartered Accountants audit quality reviews - 168,000 (100)
PIEs Registered under Section 22(a) 872,000 927,100 (6)
PIEs Regulated by Bank of Botswana Section 22(b) 202,200 420,600 (52)
PIEs Regulated by Non-Bank Financial Institutions Regulatory Authority Section 22(c) 1,712,200 1,836,100 (7)
PIEs Registered under Section 22(d) 3,134,300 1,227,000 155
8,779,400 6,360,900 38
Fees from Re-Reviews 585,600 324,900 80
Fines 170,000 425,000 (60)
TOTAL REVENUE EARNED FROM SERVICES 9,535,000 7,110,800 34
OTHER INCOME 3,500 78,600 (96)
INTEREST INCOME 78,700 216,800 (64)
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FINANCE AND AUDIT COMMITTEE (FAC) continued..

2. ANALYSIS OF EXPENDITURE

P P %

Mar 2024 Dec 2022 Movement

Audit fees 179,200 166,500 (7)
Amortisation and depreciation 508,300 474,700 (7)
Employee costs 20,312,700 15,227,300 (25)
Directors’ fees 420,900 466,200 11
Lease costs 3,123,800 2,244,600 (28)
Other expenses 4,626,700 2,744,200 (41)
29,171,600 21,323,500 (27)

The main cost driver has always been Salaries and Wages making about 70% of total costs. Costs
were contained to acceptable levels.

3. ANALYSIS OF DEFICIT

The Authority recorded a deficit of P2,913,400 compared to a deficit of P1,467,300 in the prior
year. During the current financial period, the Authority changed its financial year end from 31
December to 31 March. As a result, the current financial statements cover a 15-month period
from January 2023 to March 2024, compared to a 12-month period from January 2022 to
December 2022 in the prior year.

4. ANALYSIS OF ASSETS

Total assets declined by 24% attributable to cash and cash equivalent balances which were
used to pay out gratuities to staff in the current period.

INFORMATION TECHNOLOGY

The Board is responsible for the overall IT governance within the Authority. This role is delegated
to Management through the Finance and Audit Committee oversight.

The reliance of the Authority on information technology as a business enabler confinues o
grow annually. This reliance requires that the Authority continues to be more disciplined in the
basic tasks of Cybersecurity management such as vulnerability scanning, patch management,
applicationsecurity, and more. It furtherrequires that the Authority continues to be more proficient
in executing the Digitalisation Strategy, more especially in the areas of cloud computing and
securing the mobility of computing resources. It thus follows that, for the year under review, the
Authority pursued issues of Cybersecurity more than ever before and the Authority will confinue
to be more vigilant and proactive in ensuring the security of its computing resources.

The Authority continued to maintain Service Level Agreements (SLAs) with third-party service
providers for critical systems. These include SLAs with disaster recovery site, business confinuity
site, telecommunications service providers, and security services.
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FINANCE AND AUDIT COMMITTEE (FAC) continued..

The IT section continues to work closely with proprietary solutions providers for the maintenance
of business systems for payroll, accounting, and other automated business processes.

The Authority has not experienced any security incidents in the period under review.

RISK MANAGEMENT AND COMPLIANCE

The Authority monitors ifs risks in line with the Enterprise Risk Management Framework. The risks
identified by the Authority are continuously assessed, updated, and monitored by the Finance
and Audit Committee.
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TECHNICAL DEPARTMENT REPORT
Mandate

The ultimate objective of the Authority’s
mandate is to protect public interest,
this is achieved through Audit Practice
Reviews, Financial Reporting Monitoring and
Corporate Governance reviews and Anfi-
Money Laundering Inspections, which are the
responsibility of the Technical Department.

The Department s responsible for
strengthening financial reporting, corporate
governance and  independent  audit
regulation in Botswana through review of
audit firms’ System of Quality Management,
to ensure their compliance with International
Standard on Quality Management (ISQM)
1 and 2; review of assurance engagements
to ensure compliance with the relevant
Assurance Standards; review of audited
financial statements of Public Interest Entities
fo ensure compliance with International
Financial Reporting Standards (IFRS) and
review of Public Interest Enfities’ Corporate
Governance structures to ensure compliance
with the King lll/IV Corporate Governance
Code.

Apart from professional standards compliance
reviews, the Technical Department is also
responsible for enforcing the Financial
Inteligence  Act, 2022 through  anfi-
money laundering inspections in the audit
environment.

The functions of the Authority in respect of the
above are performed by qualified professional
staff employed on a full-time basis. As at the
end of 2023, the Technical Department had
nine (9) full fime professional staff.

PROVISION OF SECRETARIAL SERVICES TO
BOARD SUBCOMMITTEES

The Technical Department also assists the
Authority’s Board in delivery of their role in
Audit Practice Review Committee, Financial

Reporting  Monitoring Committee  and
Standard Setting Committee.
Following reviews performed on these

areas, the Department presents reports to
the Board subcommittees with appropriate
recommendations for the subcommittees’
consideration.

The Board subcommittees then review the
Department’s reports and in turn make
recommendations to the Board for their final
decision.

During the year, the Technical Department
provided secretarial services to the
Committees detailed in the table below:

Board Sub-Committees Mandate

Audit Practice
and Anti-Money
Laundering Reviews

Audit Practice Review
Committee

Financial Reporting
Monitoring Committee

Financial Reporting
Monitoring and
Corporate
Governance Reviews

Standards Sefting
Committee

Standards Sefting

ENHANCED GLOBAL CONFIDENCE IN FINANCIAL REPORTING, AUDIT AND CORPORATE GOVERNANCE.



BOTSWANA ACCOUNTANCY OVERSIGHT AUTHORITY Infegrated Report March 2024

FINANCE AND ADMINISTRATION REPORT

FINANCE AND ADMINISTRATION REPORT
Mandate

The Finance and Administration Department
provides support services to the whole
organisation. The Department is responsible
for the efficient delivery of financial,
procurement, legal, human resources,
information technology, communications,
and general administration services of the
Authority.

The Department is responsible for managing
the overall Strategy of the Authority. It ensures
key Strategic Initiatives in the areas of Human
Resource, Communication, Finance, and
Information Technology are implemented.
The Department ensures efficient delivery
of support services to the Authority through
overseeing the development of the Authority’s
Strategy, the preparation of Annual Budgets
and Business Plans. It ensures proper books
of Accounts are kept and are audited in
accordance with the Financial Reporting Act,
2010, and that Annual Financial Statements
are submitted to the Minister of Finance on
fime.

In addition, the Department is responsible for
managing the Authority’s Risks in accordance
with  the Enterprise Risk Management
Framework adopted by the Board,
ensuring that compliance to applicable
laws, regulations, standards, and codes is
maintained. In terms of ensuring that the
Authority operates with minimal disruptions,
the Department manages the Revenue Model
and oversee the collection of Subvention
and Subscriptions fee. It also oversees the
development and implementation of Human
Resource Policies to ensure optimal staffing
levels.

The functions of the Authority in respect of the
above are performed by qualified staff across
various disciplines employed on a full-fime
basis.

PROVISION OF SECRETARIAL SERVICES TO

BOARD SUBCOMMITTEES

The Department assists

the Board Sub-

Committees to carry out their roles follows:

Board Sub-Committees

Finance and Audit
Committee

Human Resource
Committee

Education and Training
Committee

Mandate

Financial
Statements, Audit,
Risk Management
and Information
and Technology
Governance

Human Resource
Committee

Education
and Training of
Accountants in
Botswana
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CERTIFIED AUDITORS, AUDIT FIRMS AND PUBLIC
INTEREST ENTITIES (PIEs)

For comprehensive lists, please scan the QR codes below:

Certified Auditors and Audit Firms of Certified Audit Firms and Auditors
Public Interest Entities of Non-Public Interest Entities

Professional Accountacy
Organisations
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CERTIFIED AUDITORS, AUDIT FIRMS AND PUBLIC
INTEREST ENTITIES (PIEs) continued

For comprehensive lists, please scan the QR codes below:
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DIRECTORS’ STATEMENT OF RESPONSIBILITY AND APPROVAL OF THE FINANCIAL STATEMENTS

The Directors are required to maintain proper books of account and records of accounts and are
responsible for the content and integrity of the financial statements and related financial information
included in this report. It is their responsibility to ensure that the financial statements give a true and
fair view of the state of affairs of Botswana Accountancy Oversight Authority (“the Authority'’) as
at the end of the financial period and the results of its operations and cash flows for the period
then ended, in conformity with the Financial Reporting (Amendment) Act, 2020 and International
Financial Reporting Standards. The independent auditors are responsible for auditing and reporting
on the Authority’s financial statements and their report is presented on pages 83 to 85.

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

The Directors acknowledge that they are ultimately responsible for the system of internal financial
control and place considerable importance on maintaining a strong control environment. To enable
the Directors to meet these responsibilities, the Directors set standards for internal control aimed at
reducing therisk of error orloss in a cost-effective manner. The standards include the proper delegation
of responsibilities within a clearly defined framework, effective accounting procedures and adequate
segregation of duties to ensure an acceptable level of risk. These confrols are monitored throughout
by the Directors and all employees are required to maintain highest ethical standards in ensuring
that 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 Directors endeavour to minimise it by ensuring that appropriate infrastructure, conftrols, 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 on for the preparation of the 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 12 months after the date
of these financial statements and, in the light of this review and the current financial position, are
satisfied that the Authority has, or has access to, adequate resources to continue in operational
existence for the foreseeable future.

The financial statements set out on pages 86 to 108, which have been prepared on the going
concern basis, were approved by the Directors on 27 June 2024 and were signed on its behalf by:

Director Director
27/06/2024 27/06/2024
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@ pakertilly

Certified, Auditors

Kgwebo @ Fairgrounds

Plot 64515 Fairgrounds, Gaborone
T: +267 3916650, +267 3916659

inffo@bakertilly.co.bw
www.bakertilly.co.bw

Independent Auditor’s Report

To the Shareholder of Botswana Accountancy Oversight Authority
Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of Botswana Accountancy Oversight Authority (the Authority) set out
on pages 86 to 108, which comprise the statement of financial position as at 31 March 2024, statement of profit
or loss and other comprehensive income, statement of changes in reserves and statement of cash flows for the
period then ended, and notes to the financial statements, including material accounting policy information.

In our opinion, the financial statements present fairly, in all material respects, the financial position of Botswana
Accountancy Oversight Authority as at 31 March 2024, and its financial performance and cash flows for the
period then ended in accordance with International Financial Reporting Standards.

Basis for Opinion

We conducted our auditin accordance with International Standards on Auditing. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of
our report. We are independent of the Authority in accordance with the International Ethics Standards Board for
Accountants’ International Codeof Ethics for Professional Accountants (including International Independence
Standards) (Parts 1, 3 and 4A) (IESBA Code) 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. We believe that the audit evidence we have obtained is sufficient andappropriate to provide
a basis for our opinion.

Material Uncertainty Related to Going Concern

We draw atftention to Note 25 to the financial statements, which indicates that the Authority incurred a deficit
of P 2,913,400 during the period ended 31 March 2024 and, as of that date, the Authority had an accumulated
deficit of P 1,766,700. The current liabilities exceeded its current assets by P 2,666,100. These events or conditions,
indicate that a material uncertainty exists that may cast significant doubt on the Authority’s ability fo continue
as a going concern. Our opinion is not modified in respect of this maftter.

Key Audit Matters
Key audit matters are those matters that, in our professional judgement, were of most significance in our audit

of the financial statements of the current period. We have determined that there are no key audit matters to
communicate in our report.

ADVISORY « AUDIT « TAX « ACCOUNTING

Partners: Samuel N. Njanji CA (Z), FCPA, MBL Jean Jones CA(Z), FCPA Phibion P. Gwatidzo FCPA, FZICA, CA(Z)

Baker Tilly Botswana trading as Baker Tilly is a member of the global network of Baker Tilly Infernational Ltd., the members of which are separate and independent legal
entities.
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@ pakertilly

Independent Auditor’s Report

Other Matter

The financial statements of Botswana Accountancy Oversight Authority for the year ended 31 December 2022
were audited by another auditor who expressed an unmodified opinion on those statements on 31 May 2023.
Our opinion is not modified in this regard.

Other Information

The directors are responsible for the other information. The other information comprises the Integrated Report,
Directors’ Statement of Responsibility and Approval of the Financial Statements. The other information does not
include the financial statements and our auditor’s report thereon.

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

In connection with our audit of the financial statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the 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 Financial Statements

The directors are responsible for the preparation and fair presentation of the financial statements in accordance
with International Financial Reporting Standards and the requirements of the Financial Reporting Act, 2010, as
read with the Financial Reporting (Amendment) Act, 2020 and for such internal controlas the directors determine
is necessary fo enable the preparation of financial statements that are free from material misstatement, whether
due fo fraud or error.

In preparing the 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 infend to liquidate the Authority or fo cease operations, or have
no realistic alternative but fo do so.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the 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 assuranceis 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 fo influence the economic decisions of users taken on the basis of these
financial statements.
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@ pakertilly

Independent Auditor’'s Report

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

Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtfain 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
Authority’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 Authority’s ability to confinue as a going concern. If we conclude that a
material uncertaintyexists, we are required to draw attention in our auditor’s report to the related disclosures
in the financial statementsor, 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 Authority fo cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying fransactions 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 significantaudit findings, including any significant deficiencies in internal control that we identify during our
audit.

Report on Other Legal and Regulatory Requirements

Pursuant to Section é4(5) of the Financial Reporting Act, 2010, as read with the Financial Reporting (Amendment)
Act, 2020, we report on the following:

a.

We have received all the information and explanations which, to the best of our knowledge and belief, were
necessary for the performance of our duties;

. The accounts and related records of the Authority have been properly kept;

The Authority has complied with all the financial provisions of the Act with which it is the duty of the Authority
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 frue and fair view of the fransactions and financial affairs of the Authority.

Baker Tilly Certified Auditors 28 June 2024
Practicing Member: Samuel N. Njanji (CAP 0054 2024) Gaborone
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STATEMENT OF FINANCIAL POSITION

as at 31 March 2024

Figures in Pula Notes Mar 2024 Dec 2022

ASSETS

Non-current assets

Plant, equipment and leasehold improvements 4 1,293,200 1,344,600

Infangible assefs 5 43,300 78,800

Right-of-use asset 6.1 5,514,200 7,690,900

Government receivable 8 1,117,600 2,000,000

Staff loans 9 436,000 215,200
8,404,300 11,329,500

Current assets

Trade and other receivables 7 3,065,100 846,900

Government receivable 8 882,400 -

Staff loans 9 420,000 521,400

Cash and cash equivalents 10 2,018,100 7,130,000
6,385,600 8,498,300

Total assets 14,789,900 19,827,800

RESERVES AND LIABILITIES

RESERVES

Retained earnings (1,766,700) 1,146,700

LIABILITIES

Non-current liabilities

Lease liability 6.2 4,529,800 6,047,300

Employees costs accrual 12 3,375,100 959,200
7,904,900 7,006,500

Current liabilities

Lease liability 6.2 1,694,200 1,929,500

Accounts payable 11 552,300 442,600

Employee costs accrual 12 882,400 6,672,900

Confract liabilities 13 5,522,800 2,629,600
8,651,700 11,674,600

Total reserves and liabilities 14,789,900 19,827,800
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STATEMENT OF PROFITORLOSS AND OTHER COMPREHENSIVEINCOME
For the 15 months period January 2023 to March 2024

Figures in Pula Notes Mar 2024 Dec 2022
Income
Government subvention received for recurrent expenditure 22 16,641,000 12,450,000
Revenue earned from services 16 9,535,000 7,110,800
Other income 17 3,500 78,600
26,179,500 19,639,400
Expected credit loss 8 (330,200) (1,900)
Operating expenses 18 (27,894,300) (20,787,600)
(28,224,500) (20,789,500)
Operating loss before interest (2,045,000) (1,150,100)
Finance income 19 78,700 216,800
Finance costs 20 (247,100) (534,000)
Loss for the period (2,913,400) (1,467,300)
Other comprehensive income - -
Total comprehensive loss for the period (2,913,400) (1,467,300)
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STATEMENT OF CHANGES IN RESERVES
For the 15 months period January 2023 to March 2024

Retained Total
Figures in Pula Notes Earnings Reserves
Balance at 01 January 2022 2,614,000 2,614,000
Total comprehensive loss for the year (1,467,300) (1,467,300)
Balance at 31 December 2022 1,146,700 1,146,700
Total comprehensive loss for the period (2,913,400) (2,913,400)
Balance at 31 March 2024 (1,766,700) (1,766,700)
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STATEMENT OF CASH FLOWS
For the 15 months period January 2023 to March 2024

Figures in Pula Notes Mar 2024 Dec 2022

CASH FLOWS FROM / (TO) OPERATING ACTIVITIES

Net cash flows from / (to) operating activities 21 (2,065,800) 3,105,000
Finance income 19 78,700 216,800
Finance cost 20 (247,100) (534,000)
Net cash generated from / (used in) operating activities (2,934,200) 2,787,800

CASH FLOWS (TO) / FROM INVESTING ACTIVITIES

Purchase of plant and equipment 4 (427,000) (235,800)
Proceeds from disposal of equipment 2,000 19,900
Net cash used in investing activities (425,000) (215,900)

CASHFLOWS (TO) / FROM FINANCING ACTIVITIES

Repayment of lease liability (1,752,700) (1,617,600)
Net cash used in financing activities (1,752,700) (1,617,600)
Changes in cash and cash equivalents (5,111,900) 954,300
Cash and cash equivalents at the beginning of the year 7,130,000 6,175,700
Cash and cash equivalents at the end of the period 2,018,100 7,130,000
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NOTES TO THE FINANCIAL STATEMENTS
For the 15 months period January 2023 to March 2024

1. PRESENTATION OF FINANCIAL STATEMENTS

The financial statements have been prepared in accordance with International Financial Reporting Standards.
The financial statements have been prepared on the historical cost basis and incorporate the principal
accounting policies set out below. They are presented in Botswana Pula, the functional and reporting currency
of the Authority.

1.1 NATURE OF BUSINESS

The principal objective of the Authority is to provide oversight to the accounting and auditing profession and
promote the standard, quality and credibility of providing financial and non-financial information by entities. Its
functions include standards sefting, financial reporting monitoring, corporate governance and audit practice
reviews, enforcement of compliance and oversight over the education and fraining of professional accountants
in Botswana. The Authority commenced operations in 2012.

1.2 CHANGE IN DISCLOSURE APPROACH
Change in Accounting Policies

In the current financial period, the Authority has revised its approach to disclosing accounting policies in the
financial statements. Previously, the financial statements included disclosures of all significant accounting
policies. Going forward, the Authority will focus on disclosing only those accounting policies that are material to
the understanding of the financial statements.

This change is line with IFRS guidelines, which emphasise the importance of materiality in financial statements.
Material accounting policies are those that could reasonably be expected to influence decisions made by the
users of financial statements. The impact of this change is primarily on the presentation and disclosure within the
financial statements. There are no changes to the underlying accounting tfreatment or the financial position and
performance of the Authority as a result of this change.

Change in Financial Year End

During the current financial period, the Authority changed its financial year end from 31 December to 31
March. As a result the current financial statements cover a 15-month period from January 2023 to March 2024,
compared to a 12-month period from January 2022 to December 2022 in the prior year.

This change has been made fo align with Government of Bofswana financial year end. The financial results
for the current period are not directly comparable to those of the prior year due to the extended 15-month
reporting period.

Revenue: Due fo the extended reporting period, revenue reported in the current period includes an additional
three months compared fo the prior year.

Expenses: Similarly, operation expenses and other costs cover a 15-month period.

Comparative figures: The financial statements include comparative figures for the prior 12-month period for
reference.

Change in Presentation of Gratuity Liabilities
In the current reporting period, the Authority has changed the presentation of gratuity and leave liabilities in the

balance sheet. Previously, gratuity and leave were presented as a single line item, but are now separated into
current and non-current portions. The prior year figures have been restated for comparability.
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NOTES TO THE FINANCIAL STATEMENTS continued..
For the 15 months period January 2023 to March 2024

2 MATERIAL ACCOUNTING POLICIES
2.1 SIGNIFICANT JUDGEMENTS AND SOURCES OF ESTIMATING UNCERTAINTY

In preparing the financial statements, management is required to make estimates and assumptions that affect
the amounts represented in the financial statements and related disclosures. Use of available information and
the application of judgement is inherent in the formation of estimates. Actual results in the future may differ
from these estimates which may be material to the financial statements. Significant estimates and judgements
include:

Estimation of impairment of financial assets

The Authority assesses ifs financial assets for impairment at the end of each reporting period. In determining
whether an impairment loss should be recorded in the statement of profit or loss and other comprehensive
income, the Authority uses a simplified expected credit loss model as per the requirements of International
Financial Reporting Standard 9 (IFRS ?). This model is based on the Authority’s historical defaulf rates over the
expected life of the frade receivable.

Judgement on impairment of non-financial assets

The Authority assesses its assets for impairment at the end of each reporting period. In determining whether an
impairment loss should be recorded in the statement of profit or loss and other comprehensive income, the
Authority makes judgements as to whether there is observable data indicating a measurable decrease in the
estimated future cash flows from an asseft.

Estimation of incremental borrowing rate

The Authority determines the value of the right-of-use asset and lease liability by discounting the unpaid lease
payments af the commencement date using the incremental borrowing rate. The incremental borrowing rate
is determined by assessing the current market rates for similar borrowing facilities.

Judgement relating to reassessing renewal and termination options

In determining the lease term, Management considers all relevant facts and circumstances that create an
economic incentive to exercise an extension option, or not exercise a termination opfion. Extension options (or
periods after termination options) are only included in the lease term if the lease is reasonably certain to be
extended (or not ferminated) and there is an enforceable right to extension.

The lease term is re-assessed if a significant event or significant change in circumstances that are within the
confrol of the Authority and affects whether the Authority is reasonably certain to exercise an option not
previously included in the determination of the lease term.

Estimation of remaining useful lives and residual values of items of plant and equipment

The useful lives of assets are estimated based on the pattern of use, industry practice and technological
advances on the market. These estimates are used in determining the depreciation charge for the year.

The estimation of residual values is affected by the market price of similar used items, technological advances,
pattern of use and the industry practice. These estimates have an impact on the level of depreciation charged
to the statement of profit or loss and other comprehensive income and the carrying values of items of plant,
equipment and leasehold improvements in the statement of financial position.
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NOTES TO THE FINANCIAL STATEMENTS continued..
For the 15 months period January 2023 to March 2024

2.2 PLANT, EQUIPMENT AND LEASEHOLD IMPROVEMENTS

The cost of an item of plant, equipment and leasehold improvements is recognised as an asset when:

m it is probable that future economic benefits associated with the item will flow to the Authority; and

m the cost of the item can be measured reliably.
Plant, equipment and leasehold improvements is initially measured at cost.

Cost includes costs incurred initially fo acquire an item of plant, equipment and leasehold improvements and
costs incurred subsequently to add to, or replace part of it. If a replacement cost is recognised in the carrying
amount of an item of plant, equipment and leasehold improvements, the carrying amount of the replaced part
is derecognised. All other repairs and maintenance are charged fo the income statement during the financial
period in which they are incurred.

Plant, equipment and leasehold improvements are carried at cost less accumulated depreciation and any
impairment losses.

Plant, equipment and leasehold improvements are depreciated on the straight-line basis over their expected
useful lives to their estimated residual values.

The estimated useful lives for current periods are as follows:

ltem Average useful life

Motor vehicles 8 years

Computer equipment 51to 6 years

Office equipment 2% to 8 years

Furniture and fittings 10 years

Leasehold improvements Over the remaining lease ferm

The residual value and useful life of each category of asset are reviewed at the end of each reporting period.
If the expectations differ from previous estimates, the change is accounted for as a change in accounting
estimate.

The depreciation charge for each period is recognised in the statement of profit orloss and other comprehensive
income unless it is included in the carrying amount of another asset.

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits
are expected to arise from the continued use of the asset. The gain or loss arising from the derecognition of
an item of plant, equipment and leasehold improvements is included in the statement of profit or loss and
other comprehensive income when the item is derecognised. The gain or loss arising from the derecognition
of an item of plant, equipment and leasehold improvements is determined as the difference between the net
disposal proceeds, if any, and the carrying amount of the item.

2.3 INTANGIBLE ASSETS
ltem Average useful life
Infangible assets 5 years

Intangible assets comprise of computer software.
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NOTES TO THE FINANCIAL STATEMENTS continued..
For the 15 months period January 2023 to March 2024

2.3 INTANGIBLE ASSETS Continued..

Costs that are directly aftributable to the installation of identifiable computer software controlled by the
Authority, and that will probably generate economic benefits exceeding costs beyond one year, are recognised
as intangible assets when the following criteria is met:

m thereis an ability to use or sell the software;
m it can be demonstrated how the software will generate probable future economic benefits;

m  adequate technical, financial and other resources to complete the development and to use or sell the
software are available; and

m  the expenditure attributable to the software during its development can be reliably measured.

Computer software costs recognised as assets are amortised over their estimated useful lives on a straight
line basis which does not exceed five years and are fested for impairment whenever there is indication of
impairment. The amortisation expense on intangible assets is recognised in the statement of profit or loss and
other comprehensive income in the expense category.

Costs associated with maintaining computer software are recognised as an expense as incurred.

2.4 FINANCIAL INSTRUMENTS

Classification

The Authority classifies financial assets and financial liabilities into the following categories:
m  Financial assetfs at amortised cost; and

[ Financial liabilities measured at amortised cost.

Classification depends on the purpose for which the financial instruments were obtained/incurred and takes
place at initial recognition. Classification is re-assessed on an annual basis.

Initial recognition and measurement

Financial instruments are recognised initially when the Authority becomes a party to the contractual provisions
of the instfruments.

The Authority classifies financial instruments, or their component parts, on initial recognition as a financial asset,
a financial liability or an equity instrument in accordance with the substance of the contractual arrangement.

Financial instruments are measured initially at fair value. Transaction costs are included in the initial measurement
of the instfrument.

Subsequent measurement
Financial Assets

Financial assets at amortised cost which comprise trade and other receivables and cash and cash equivalents
are subsequently measured at amortised cost using the effective interest method, less provision for impairment.

Financial Liabilities

Financial liabilities which comprise accounts payable and lease liabilities are subsequently measured at
amortised cost using the effective interest method, with inferest expenses recognised on an effective yield basis.
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NOTES TO THE FINANCIAL STATEMENTS continued..
For the 15 months period January 2023 to March 2024

2.4 FINANCIAL INSTRUMENTS Continued..
Derecognition of financial instruments

The Authority derecognises a financial asset only when the confractual 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 entity.

The Authority derecognises financial liabilities when, and only when, the Authority's obligations are discharged,
cancelled or have expired.

Impairment of financial assets

At each reporting date the Authority assesses all financial assefs to determine whether there is objective
evidence that a financial asset or group of financial assets have been impaired.

In relation to the impairment of financial assets, IFRS 9 requires the use of the expected credit loss model. The
expected credit loss model requires the Authority to account for expected credit losses and changes in those
expected credit losses at each reporting date to reflect changes in credit risk since initial recognition of the
financial assets. In other words, it is no longer necessary for a credit event to have occurred before credit losses
are recognised.

The Authority writes off a financial asset when there is information indicating that the debtor is in severe financial
difficulty and there is no realistic prospect of recovery for example when the debtor has been placed under
liquidation, will enter bankruptcy or inability to locate the customer.

When a receivable is uncollectable, it is written off against the allowance account for receivables. Subsequent
recoveries of amounts previously written off are credited to the statement of profit orloss and other comprehensive
income.

Impairment of frade and other receivables

The Authority applies a simplified approach to measuring the expected creditf losses (ECL) in accordance with
IFRS 9, which uses a lifetime expected loss allowance for all frade receivables. The model takes into account the
Authority’s historical defaulf rates over the expected life of the frade receivable which is normally 12 months.

In computing the ECL, the Authority takes info account the movement of the debtors balances from one age
category fo the next in order fo determine the probability of default after a period of 12 months. When a debtor
defaults, the Authority expects 100% loss adjusted by recovery rates. The ECL calculation therefore is a product
of the probability of default (PD), the loss given default and the carrying amount of the debtors.

The Authority considers a receivable to be in default stage when balances are past due for more than 90 days.
Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits, and other short term highly liquid
investments that are readily convertible to a known amount of cash and are subject to an insignificant risk of
changes in value. Cash and cash equivalents are measured at amortised cost, which generally approximates
fair value.

2.5 TAXATION

The Botswana Accountancy Oversight Authority is an entity wholly owned by the Botswana Government. It is
exempt from income tax under Second Schedule, Part 1 (xx) of the Income Tax Act Cap 52:01.
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NOTES TO THE FINANCIAL STATEMENTS continued..
For the 15 months period January 2023 to March 2024

2.6 LEASES
The Authority is a Lessee

The Authority assesses whether a confract is or contains a lease at the inception of a contract. The Authority
recognises a right-of-use asset and a corresponding lease liability with respect to all lease arrangements in
which it is the lessee, except for short term leases and leases of low value assets. For these assets, the Authority
recognises the lease payments in the statement of profit or loss and other comprehensive income as operating
expenses.

The lease liability is initially measured as the present value of the lease payments that are not paid at the
commencement date, discounted by using the incremental borrowing rate because the rate implicit in the
contract is not readily available. Lease payments used in the measurement of the lease liability are contractual
lease payments at the commencement date.

The initial right-of-use asset comprises the initial measurement of the corresponding lease liability and the
estimate of costs of dismantling the leasehold improvements, adjusted for by any prepaid or accrued lease
payments at the date of recognition.

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 carrying amount to reflect the lease payments
made.

The right-of-use asset is subsequently measured at cost less accumulated depreciation and impairment losses.
Right-of-use assets are depreciated over the shorter period of lease term and useful life of the underlying asset.

2.7 IMPAIRMENT OF ASSETS

The Authority assesses at the end of each reporting period whether there is any indication that an asset or right-
of-use asset may be impaired. If any such indication exists, the Authority estimates the recoverable amount of
the asset. If it is not possible to estimate the recoverable amount of the individual asset, the recoverable amount
of the cash-generating unit to which the asset belongs is determined.

The recoverable amount of an asset is the higher of its fair value less costs to sell and its value in use. If the
recoverable amount of an asset is less than its carrying amount, the carrying amount of the asset is reduced to
its recoverable amount. That reduction is an impairment loss.

The Authority assesses at each reporting date whether there is any indication that an impairment loss recognised
in prior periods for assefs may no longer exist ormay have decreased. If any such indication exists, the recoverable
amounts of those assets are estimated.

The increased carrying amount of an asset attributable to a reversal of an impairment loss is limited to the
carrying amount that would have been determined had no impairment loss been recognised for the asset in
prior periods.

Areversal of animpairmentloss of assets carried af cost less accumulated depreciationisrecognised immediately
in the statement of profit or loss and other comprehensive income.

2.8 EMPLOYEE BENEFITS
Short-term employee benefits
The cost of short-term employee benefits, i.e. those payable within 12 months after the service is rendered, such

as paid vacation leave and sick leave, and non-monetary benefits such as medical care, are recognised in the
period in which the service is rendered and are not discounted.
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NOTES TO THE FINANCIAL STATEMENTS continued..
For the 15 months period January 2023 to March 2024

2.8 EMPLOYEE BENEFITS Continued..
Post-employment benefits

Contract staff members of the Authority are entitled to gratuities on leaving the employment of the Authority
or at the end of their contracts at the rates, and in accordance with the terms specified in their confracts of
employment.

An accrual is raised in respect of gratuity owed as the employee renders services to the Authority. In the current
reporting period, the Authority has changed the presentation of gratuity and leave liabilities in the balance
sheet. Previously, gratuity and leave were presented as a single line item, but are now separated into current
and non-current portions.

2.9 REVENUE RECOGNITION

Revenue is measured based on the consideration to which the Authority expects to be entitled in a contract
with a customer and excludes amounts collected on behalf of third parties. Revenue from confracts with
customers is recognised when control of the services is transferred to the customer at an amount that reflects
the consideration to which the Authority expects fo be entitled in exchange for those services.

The Authority recognises revenue from the following major sources:

Revenue earned from subscriptions

The Confracts are by operation of the law, the Financial Reporting (Amendment) Act, 2020, which requires
Public Interest Entities (PIEs) and Certified Auditors of PIEs and Certified Auditors of Non PIEs fo register with
Botswana Accountancy Oversight Authority.

Performance Obligation

The Authority safisfies the performance obligatfion through registration, issuing of registration certificates and
confinues monitoring of auditors and PIEs.

Revenue is recognised over time, over the validity of the certificate.

Enforcement Fines and Penalties

The Contractis by operation of the law through the Financial Reporting (Amendment) Act, 2020, which mandates
the Authority to carry out enforcement activities.

Performance Obligation
The Authority satisfies its performance obligation when the enforcement process has been approved by the
Board.

Revenue isrecognised when the enforcement process and any applicable appeal process has been concluded
and when it is probable that the Authority will collect the consideration.

Fees from Re-reviews
The Confractis by operation of the law through the Financial Reporting (Amendment) Act, 2020, which gives the
Authority the mandate to perform re-reviews where Certified Auditors’ and Public Interest Entities’ review results

were not satisfactory.

Performance Obligation
The Authority satisfies its performance obligation by preforming the re-reviews.

Revenue is recognised at a point in time when the re-review has been approved by the BAOA Board and is due
to commence.
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NOTES TO THE FINANCIAL STATEMENTS continued..
For the 15 months period January 2023 to March 2024

2.9 REVENUE RECOGNITION Continued..

Contract liabilities

Conftract liabilities comprise subscription fees and registration fees for performance obligation not yet satisfied.
Interest revenue

Interest income is recognised in the statement of profit or loss and other comprehensive income on an accrual
basis, by reference to the principal outstanding and the effective interest rate that exactly discounts estimated
future cash receipts through the expected life of the financial assets to that asset’s net carrying amount.

2.10 RELATED PARTY TRANSACTIONS

The Authority is a state-owned entity and therefore maintains a very close relationship with the Government
of Botswana. The Government of Botswana provides significant income to the Authority through operational
subventions.

2.11 GOVERNMENT GRANTS

Government grants are recognised when there is reasonable assurance that the grant will be received, and
all attached conditions will be complied with. When the grant relates to an expense item it is recognised as
income over the period necessary to match the grant on a systematic basis to the costs that it is infended to
compensate. Government grants receivable as compensation for expenses or losses already incurred or for
the purpose of giving the Authority immediate financial support with no further related costs are recognised as
income in the period in which they become receivable.

3. ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS AND INTERPRETATIONS

The accounting policies adopted are consistent with those of the previous financial year, except for the following
new Standard and amendments issued by the International Accounting Standards Board (IASB) and effective
for annual reporting periods beginning on or after 1 January 2023. Their adoption has not had any material
impact on the amounts reported in this financial statements.

3.1 NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS THAT ARE EFFECTIVE FOR THE
CURRENT YEAR

In the current year the Authority applied the below amendment that is effective for annual periods that begin
on or after 15" January 2023.

a. Amendments to IAS 1 and IFRS Practice Statement 2 - Disclosure of Accounting Policies

The amendment to IAS 1 and IFRS Practice Statement 2 requires entities to replace requirement to
disclose significant accounting policies with a requirement to disclose material accounting policy information
and guidance on how entities apply the concept of materiality in making decisions about accounting policy
disclosure.

The Authority has adopted this standard for the first time in the current year. Adoption of this standard has not
had any material impact in the current financial statements.

b. Amendments to IAS 8- Definition of Accounting Estimates

The amendment to |AS 8 clarifies that the effects on an accounting estimate of a change in aninput or a change
in a measurement technique are changes in accounting estimates if they do not result from the correction
of prior periods errors. The previous definition of a change in accounting estimate specified that changes in
accounting estimates may results from new information or new developments therefore, such changes are not
corrections of errors.
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NOTES TO THE FINANCIAL STATEMENTS continued..
For the 15 months period January 2023 to March 2024

3.1 NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS THAT ARE EFFECTIVE FOR THE

CURRENT YEAR Continued..

The Authority has adopted this standard for the first time in the current year. Adoption of this standard has not
had any material impact in the current financial statements.

3.2 NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS AND INTERPRETATIONS IN ISSUE NOT

YET EFFECTIVE

The Authority has not applied the following new international financial reporting standards that have been

issued but are not yet effective:

Standard

Classification of Liabilities
as Current or Non-current
- Amendments to IAS 1

Lease Liability in a
sale and Leaseback-
Amendments to IFRS 16

Amendments to IAS7 and
IFRS 7

Effective Date

01/01/2024

01/01/2024

01/01/2024

Objective

The narrow-scope
amendments to IAS 1
Presentation of Financial
Statements clarify that
liabilities are classified as
either current or non-
current, depending on
the rights that exist at the
end of the
reporting period.

The amendment to IFRS
16 Leases specifies the
requirements that a seller-
lessee uses in measuring
the lease liability arising
in a sale and leaseback
fransaction, to ensure
the seller-lessee does not
recognise any amount of
gain or loss that relates to
the right of use it retains

The amendment specify
disclosure requirements
to enhance the current
requirements, which are
infended fo assist users
of financial statements in
understanding the effects
of supplier finance
arrangements on an
entity’s liabilities, cash
flows and exposure to
liquidity risk.

Expected Impact

Application of this
standard will not have a
material impact on the

Authority’s financial
statements.

Application of this
standard will not have
a material impact on

the Authority’s financial
statements.

Application of this
standard will not have
a material impact on

the Authority’s financial
statements.
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For the 15 months period January 2023 to March 2024

4. PLANT, EQUIPMENT AND LEASEHOLD IMPROVEMENTS

Motor Computer Office Furniture Leasehold Total
Vehicles Equipment Equipment & Fittings Improvements

Figures in Pula
Mar - 24
Cost
At beginning of the year 682,900 1,104,100 552,800 1,254,000 2,005,900 5,599,700
Additions - 151,700 206,100 69,200 - 427,000
Disposals - (58,900) (149,000) (22,000) - (229,900)
At end of the period 682,900 1,196,900 609,900 1,301,200 2,005,900 5,796,800
Depreciation
At beginning of the year 386,100 734,900 357,900 1,027,400 1,748,800 4,255,100
Charge for the period 80,500 124,100 109,800 85,700 72,700 472,800
Disposals - (58,900) (143,400) (22,000) - (224,300)
At end of the period 466,600 800,100 324,300 1,091,100 1,821,500 4,503,600
Carrying value
At end of the period 216,300 396,800 285,600 210,100 184,400 1,293,200
Dec - 22
Cost
At beginning of the year 682,900 1,086,200 622,300 1,381,000 2,005,900 5,778,300
Additions - 224,400 7,000 4,400 - 235,800
Disposals - (206,500) (76,500) (131,400) - (414,400)
At the end of the year 682,900 1,104,100 552,800 1,254,000 2,005,900 5,599,700
Depreciation
At beginning of the year 312,600 836,900 323,700 1,048,800 1,690,600 4,212,600
Charge for the year 73,500 88,600 107,100 110,000 58,200 437,400
Disposals / write off - (190,600) (72,200) (131,400) - (394,900)
At the end of the year 386,100 734,900 357,900 1,027,400 1,748,800 4,255,100
Carrying value
At the end of the year 296,800 369,200 194,900 224,600 257,100 1,344,600

4.1 Assessment of impairment of assets

During the year, the Authority reviewed its plant, equipment and leasehold improvements for impairment. There
was no impairment arising from the review.
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NOTES TO THE FINANCIAL STATEMENTS continued..
For the 15 months period January 2023 to March 2024

Figures in Pula Notes Mar 2024 Dec 2022

5. INTANGIBLE ASSETS

Cost

At beginning of the year 255,700 255,700
Additions - -
At end of the period 255,700 255,700
Amortisation

At beginning of the year 176,900 139,500
Charge for the period 35,500 37,400
At end of the period 212,400 176,900
Carrying value

At the end of the period 43,300 78,800
6. LEASES

6.1 RIGHT-OF-USE ASSET

Cost

At beginning of the year 8,706,800 5,697,200
Additions - 8,706,800
Cost on lease expiration - (5,697,200)
At end of the period 8,706,800 8,706,800
Depreciation

At beginning of the year 1,015,900 5,002,500
Charge for the period 2,176,700 1,710,600
Depreciatfion on lease expiration - (5,697,200)
At end of the period 3,192,600 1,015,900
Carrying value

At the end of the period 5,514,200 7,690,900

The Authority entered into a lease agreement for office space. The lease agreement details are as follows:
a. Lease shall be for a period of five (5) years commencing on the 1st June 2022.

b. The lessee shall have the option to renew for a further 5 years, with new terms and conditfions.

c. Rental will not escalate for the first 3 years, thereafter will escalate by 6% every year.

d. The alterations made fo the building by the Authority shall at the expiration of the lease be restored to the
original state af the cost of the lessee.

Amounts recognised in the Statement of Profit or Loss
and Other Comprehensive Income

Depreciation expense of right-of-use asset 2,176,700 1,710,600
Finance cost on lease liability 20 947,100 534,000
3,123,800 2,244,600
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NOTES TO THE FINANCIAL STATEMENTS continued..
For the 15 months period January 2023 to March 2024

Figures in Pula Notes Mar 2024 Dec 2022

6. LEASES (Continued)

Amounts recognised in statement of financial position Assets
Right-of-use asset 5,514,200 7,690,900

6.2 LEASE LIABILITIES

Breakdown of cashflows for leases

Finance cost on lease liability 20 947,100 534,000
Principal component of lease liability 1,752,700 1,617,600
Total cash flows for leases 2,699,800 2,151,600

Maturity Analysis of Lease Liability -undiscounted cashflows

Amounts due within one year 2,167,500 2,158,000
Amounts due between one year and five years 5,094,100 7,803,500
Total actual future cash flows payable to lessor 7,261,600 9,961,500
Less: unearned interest (1,037,600) (1,984,700)
Lease liability 6,224,000 7,976,800
Analysed as:
Current lease liabilities 1,694,200 1,929,500
Non-current lease liabilities 4,529,800 6,047,300
6,224,000 7,976,800

7. TRADE AND OTHER RECEIVABLES

Financial instruments

Trade receivables 3,115,100 466,800
Expected credit loss (769,000) (438,800)
Net trade receivables 2,346,100 28,000
Other receivables 22,700 16,700

Non-financial instruments

Deposits 382,800 382,800
Prepayments 313,500 419,400
3,065,100 844,900

8. GOVERNMENT RECEIVABLE

Current 882,400 -

Non Current 1,117,600 2,000,000
2,000,000 2,000,000

Movement of Expected Credit Loss

Balance at the beginning of the year (438,800) (436,900)

Additional impairments recognised during the period (330,200) (1,900)

Balance at the end of the year (769,000) (438,800)

Government receivable relates to amount receivable in respect of the 2021 approved expenditure budget. The amount was not disbursed
during the period and the Ministry of Finance authorised the Authority fo utilise the amount from the gratuity fund to finance related expenditure.
The MoF committed to refund the Authority this amount when the employee gratuity payments become due.

Management further assessed the amount for impairment in accordance with IFRS 9 and found it to be recoverable . Also there is no prior history
of default relating to government approved subventions.
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For the 15 months period January 2023 to March 2024

Figures in Pula Notes Mar 2024 Dec 2022

9. STAFF LOANS

Current 420,000 521,400
Non Current 436,000 215,200
856,000 736,600

10. CASH AND CASH EQUIVALENTS

Petty cash 5,000 5,000
Call and current accounts 2,013,100 7,125,000
2,018,100 7,130,000

11. ACCOUNTS PAYABLE

Financial instruments

Other payables 376,100 275,800
Audit fee accrual 176,200 166,800
552,300 442,600

12. EMPLOYEE COSTS ACCRUALS (GRATUITY AND LEAVE)
Non financial instruments

Current 882,400 6,672,900
Non Current 3,375,100 959,200
4,257,500 7,632,100

The Directors consider that the carrying amount of accounts payable and employee benefits approximates its fair
value.

13. CONTRACT LIABILITIES

Deferred income (annual subscriptions in advance) 5,432,800 2,579,600
Other deferred income 90,000 50,000
5,522,800 2,629,600

During the period ended 31 March 2024 the Authority recognised P2,579,600 of revenue that was included in the
contract liabilities balance at the beginning of the period.

14. FINANCIAL ASSETS BY CATEGORY
The accounting policies for financial assets have been applied to the items below:

Financial assets at amortised cost

Trade and other receivables 4,368,800 2,044,700
Cash and cash equivalents 2,018,100 7,130,000
Staff loans 856,000 736,600

15. FINANCIAL LIABILITIES BY CATEGORY

The accounting policies for financial liabilities have been applied to the items below:

Financial liabilities at amortised cost

Accounts payable 552,300 442,600
Lease liability 6,224,000 7.976,800
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For the 15 months period January 2023 to March 2024

Figures in Pula Notes Mar 2024 Dec 2022

16. REVENUE EARNED FROM SERVICES

i. Subscriptions

Certified auditors 1,370,000 945,800
Audit firms 124,600 114,000
Parastatals 1,293,700 679,300
Professional accountancy bodies 70,400 43,000
Botswana Institute of Chartered Accountants audit quality reviews - 168,000
PIEs Registered under Section 22(a) 872,000 927,100
PIEs Regulated by Bank of Botswana Section 22(b) 202,200 420,600
PIEs Regulated by Non-Bank Financial Institutions Regulatory Authority Section 22(c) 1,712,200 1,836,100
PIEs Registered under Section 22(d) 3,134,300 1,227,000

8,779,400 6,360,900

(ii) Fees from Re-Reviews
Fees from re-reviews 585,600 324,900

(iii) Enforcement Fines and Penalties
Fines 170,000 425,000

TOTAL REVENUE EARNED FROM SERVICES 9,535,000 7,110,800

TIMING OF REVENUE
Services transferred at a point in fime 9,535,000 7,110,800

17. OTHER INCOME

Sale of tender documents 2,500 -
Sale of non-current assets 1,000 2,800
Gain on derecognition of lease liability - 75,500
Other - 300
3,500 78,600
18. OPERATING EXPENSES
Operating deficit before interest for the year is stated after accounting for the following:
Audit fees 179,200 166,500
Amortisation on intangible assets 35,500 37,400
Depreciation on plant, equipment and leasehold -improvements 472,800 437,300
Employee costs 20,312,700 15,227,300
Directors’ fees 420,900 466,200
Depreciation of right-of-use asset 2,176,700 1,710,600
Loss on sale of assets 4,600 2,400
Other expenses 4,291,900 2,739,900
27,894,300 20,787,600
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For the 15 months period January 2023 to March 2024

Figures in Pula Notes Mar 2024 Dec 2022

19. FINANCE INCOME

Bank 48,400 181,000
Staff loans 30,300 35,800
78,700 216,800

20. FINANCE COSTS
Interest expense on lease liability 947,100 534,000
947,100 534,000

In accordance with IFRS 16, the Authority applied an incremental borrowing rate of 10.82% to discount the future lease
payments. The incremental borrowing rate (IBR) was applied for amortising the lease liability. The IBR was determined
by assessing the current market rates for similar borrowing facilities.

21. NET CASH FLOWS FROM / (TO) OPERATING ACTIVITIES

Loss for the period (2,913,400) (1,467,300)
Adjustment for:
Amortisation of infangible assets 35,500 37,400
Depreciation on plant, equipment and leasehold improvements 472,800 437,300
Depreciation on right-of-use asset 2,176,700 1,710,600
Interest income (78,700) (216,800)
Interest cost on lease liabilities 947,100 534,000
Profit on disposal of plant, equipment and leasehold improvements (1,000) (2,800)
Loss on disposal of plant, equipment and leasehold improvements 4,600 2,400
Adjustment to lease liability - (55,200)
Changes in working capital:
Accounts receivable (2,337,700) 44,100
Accounts payable (including contract liabilities) (371,700) 2,082,000
(2,065,800) 3,105,000

22. RELATED PARTIES

The Authority is wholly owned by the Government of Bofswana. It therefore has a significant number of related parties
including other state owned entities, Government departments and other entities, within the national sphere of
Government

All related party transactions are entered into at arm’s length in the ordinary course of business. The transactions with
key management personnel are Remuneration, Staff loans and Gratuities provided for under conditions of Service of
the Authority and their contracts of employment.

Balances and transactions with the Government and Parastatals

Ministry of Finance (Subvention) 16,641,000 12,450,000
Ministry of Finance (Receivable) 2,000,000 2,000,000
Parastatals (Income) 1,293,700 679,300
Parastatals (Receivables) 566,700 11,400
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NOTES TO THE FINANCIAL STATEMENTS continued..
For the 15 months period January 2023 to March 2024

Figures in Pula Notes Mar 2024 Dec 2022

22. RELATED PARTIES (Continued)

Balances and transactions with Executive Management and Directors

Executive remuneration (expense) - short term benefits 5,206,000 3,352,700
Gratuities (payable) 378,400 2,040,500

5,584,400 5,393,200
Executive Management loans (receivables) 202,600 148,800
Directors’ fees (expense) 420,900 466,200

23.FINANCIAL RISK MANAGEMENT

The Authority’s finance function manages and monitors the financial risk relating to the operations of the Authority
through quarterly reports to the Finance and Audit Committee. The Directors are ultimately responsible to ensure that
the Authority is not exposed to risks that may negatively impact its financial performance. These risks include:
liquidity risk, credit risk and market risk (interest risk).

LIQUIDITY RISK

Liquidity risk is the risk that the Authority will be unable to meet its payments obligations when they fall due. The source of
the Authority’s cash resources is mainly from the Government annual subvention and registration and subscription fees.
Any expenditures and commitments are, therefore, restricted o the level of subvention and other income received.
Continuous monitoring through cash flow forecasts and variance analysis is in place to ensure that expenditure does
not exceed the Authority's cash resources.

The Authority’s net liquidity gap is calculated by comparing current assets with current liabilities. The liquidity gap as at
31 March 2024 amounted to -P1,148,500 (Dec 2022: -P2,135,500).

The maximum liquidity exposure as at 31 March 2024 is P6,776,300 (2022: P10,404,100).
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NOTES TO THE FINANCIAL STATEMENTS continued..
For the 15 months period January 2023 to March 2024

Upto1 1-12 1-5
Figures in Pula Month months Years Total
23.FINANCIAL RISK MANAGEMENT (Continued)
LIQUIDITY RISK (Continued)
As at 31 Mar 2024
Financial Assets
Cash and cash equivalents 2,018,100 - - 2,018,100
Staff loans 36,200 383,700 436,000 855,900
Trade receivables - 3,115,100 - 3,115,100
Other receivable - 22,700 - 22,700
Government receivable - 882,400 1,117,600 2,000,000
Total Assets 2,054,300 4,403,900 1,553,600 8,011,800
Financial Liabilities
Accounts payable 552,300 - - 552,300
Lease liabilities 180,600 1,513,600 4,529,800 6,224,000
Total Liabilities 732,900 1,513,600 4,529,800 6,776,300
As at 31 Dec 2022
Financial Assets
Cash and cash equivalents 7,130,000 - - 7,130,000
Staff loans 80,200 441,200 215,200 736,600
Trade receivables - 466,800 - 466,800
Interest receivable - 16,700 - 16,700
Government receivable - 2,000,000 - 2,000,000
Total Assets 7,210,200 2,924,700 215,200 10,350,100
Financial Liabilities
Accounts payable 442,600 - - 442,600
Lease liabilities 177,500 1,980,500 7,803,500 9,961,500
Total Liabilities 620,100 1,980,500 7,803,500 10,404,100

The amounts disclosed are the contractual undiscounted cash flows hence does not reconcile to the amounts in the

Statement of Financial Position.

INTEREST RATE RISK

Cashflow interest rate risk is the risk that future cash flows of a financial instrument will fluctuate because of changes
in market interest rates. The Authority invests practically all its surplus funds in interest-earning call accounts in order
to discharge its liabilities as they fall due. The average interest rate on the overnight call deposits is 0.0705% (2022:
0.0825%)and on fixed deposit is 0% as there was no fixed deposit (2022: 5.75%)

A 0.5% increase in the interest rates would have resulted in a decrease in deficit for the year of P8,100 (2022: P25,800).
Similarly a 0.5% decrease would result in an equal and opposite effect on the surplus. The 0.5% is applied to the carrying
amount of interest earning assets over the investing period.
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Figures in Pula Mar 2024 Dec 2022

23.FINANCIAL RISK MANAGEMENT (Continued)
INTEREST RATE RISK (Continued)

Cash and cash equivalents and short term investments 2,018,100 7,130,000
Net increase or decrease in Surplus 8,100 25,800
CREDIT RISK

Credit risk refers to the risk that a counterparty will default on its contractual obligations, resulting in financial loss to the
Authority.

Creditrisk relates mainly to cash deposits, cash equivalents and trade and otherreceivables. The Authority only deposits
cash with major banks with high quality credit standing. Therefore, credit risk on bank balances is minimal.

The Authority manages credit risk through the implementation of comprehensive processes and controls to ensure
improved receivables management environment. The processes includes the establishment of a credit management
team focusing on trade receivables, mainly Public Interest Entities stated in the Financial Reporting (Amendment)
Act, 2020. The team performs evaluations on the condition of the receivables, focusing on collection strategies to be
deployed for each entity. With regards to cash and cash equivalents, to limit the exposure the Authority only deals with
reputable institutions. The decision to place the excess liquidity with banks rests with the Board.

The following summarises the maximum exposures to risk without taking into account collateral held, in respect of
which none is received on any of the financial assets.

Cash at bank 2,018,100 7,130,000
Accounts receivables 5,224,800 2,781,300
Total exposure to credit risk 7,242,900 9,911,300

Credit Quality of Trade Receivables, Government receivable, Staff Loans and Cash and Cash Equivalents

The following tables reflect the credit quality of trade receivables, staff loans, cash and cash equivalents and
Government receivable as at 31 March 2024 and their comparative information. The Authority entered into confracts
with counterparties that have been assessed as credit worthy. Cash and cash equivalents are mainly held with
reputable banks. Staff loans and Government receivable have been assessed to have low credit risk for the purpose
of impairment assessment.
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1-30 31-60 61-90 Over 90
Figures in Pula Current Days Days Days Days Total
23.FINANCIAL RISK MANAGEMENT (Continued)
CREDIT RISK (Continued)
ECL Rate for trade receivables
Trade and Other Receivables 2,202,400 163,700 24,000 61,000 664,000 3,115,100
Staff loans 856,000 - - - - 856,000
Government receivable 2,000,000 - - - - 2,000,000
Cash and cash equivalents 2,018,100 - - - - 2,018,100
Total 7,076,500 163,700 24,000 61,000 664,000 7,989,200
Less: Expected credit losses - - - - - (769,000)
Net 7,076,500 163,700 24,000 61,000 664,000 7,220,200
Trade and Other Receivables 16,700 - - - 466,800 483,500
Staff loans 736,600 - - - - 736,600
Government receivable 2,000,000 - - - - 2,000,000
Cash and cash equivalents 7,130,000 - - - - 7.130,000
Total 9,883,300 - - - 466,800 10,350,100
Less: Expected credit Losses - - - - - (438,800)
Net 9,883,300 - - - 466,800 9,911,300

24. CONTINGENT LIABILITIES

There is one case at the high court filed against the Authority. The case seeks to compel the Authority to register an
Audit firm but the Authority is of the view that the applicants do not meet requirement of the Financial Reporting Act.
As at the end of the period, the Authority and its Attorneys had assessed the case and determined that there was no
possible loss anticipated.

25.GOING CONCERN

The Government continues to support the Authority through Subvention on an annual basis. For the 15 months period
ended 31 March 2024, the Authority recorded a deficit of P2,913,400 as a result of reduced funding and the impact of
reportfing a 15 months period. The Government is however, committed to supporting the Authority to meet its obligations
as they fall due. Therefore, the Authority continues to adopt going concern basis in preparing its financial statements.

26.EVENTS AFTER THE REPORTING DATE

There were no material events that occurred after the end of the reporting period that required adjustment or disclosure
in the annual financial statements.
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