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Report of the Members of the Board

Activities

Events after
Balance Sheet Date

Member’s interest in
contracts

Non-current assets

Members of the Board

The Members of the Board have pleasure in submitting their report, which forms part of the
financial statements of the Authority for the year ended 31 March 2007.

The Authority is a body corporate, established under the Telecommunications Act No 15 of 1996
(As amended by Act No 38 of 2004) to regulate, supervise and promote the provision of efficient
telecommunication services in Botswana

The Authority’s surplus for the year amounted to Pula 6 563 953 (2006: Pula 5 735 729).

The Chief Executive, Mr. C M Lekaukau, retired on 31 December 2006 and Mr. T G Pheko took over
as the new Chief Executive. The Board would like to place on record the service provided by
Mr. C M Lekaukau to the Authority during his tenure as Chief Executive of the Authority.

The following material circumstances have occurred between the balance sheet date and the date
of this report:

In the board meeting held on 27 June 2007, the Board discussed and noted that the proposed
dividend of P 10 million shown in the financial statement as of 31 March 2006 should actually
be disclosed as a donation towards setting up of Universal Service Fund and accordingly decided
to restate the financial statements as of 31 March 2006. This restatement resulted in reduction
of reported surplus for that year from P 15 735 729 to P 5 735 729.

Further, the Board also resolved to provide dividend payable to Government of Botswana at 25%
of the restated surplus for the financial year ended 31 March 2006 amounting to P 1 433 932 in
line with the requirements of the Government’s directive CAB 40/2004

In the same board meeting, the Board also decided to make an additional donation towards the
Universal Service Fund of P 2.5 million for the year ended 31 March 2007.

None of the Members or Officers of the Authority had an interest of significance in any contract
during the financial year

Details of major changes in the nature of the non-current assets of the Authority during the year
were as follows:

The Members of the Board resolved to dispose off Plot 4965 (Town houses) and Plot 2624 in
Gaborone. In line with the Telecommunication Act 1996, section 10 (2), the Board has undertaken
to seek a Ministerial approval to dispose these properties, final decision of which was awaited
as at the balance sheet date.

Phase Il of the Automated Spectrum Management System (ASMS) project was completed with
the final acceptance certificate issued on 15 December 2006.

The Members of the Board of the Authority during the year and to the date of this report are as
follows:

Dr. ] Mothibi

Dr. T Nyamadzabo
Dr. T Matome

Dr. M Mpotokwane
Mr. R C Eaton



The Members of the Board are required by law to prepare financial statements for each financial year which give a true and
fair view of the state of affairs of the Authority as at the end of the financial year and of the profit and loss and cash flows of
the Authority for that period. The annual financial statements set out on pages 61 - 82 are the responsibility of the members
of the Board.

The Members of the Board are responsible for ensuring that the Authority keeps accounting records which disclose with reasonable
accuracy, at any time, the financial position of the Authority and also enable them to ensure that the financial statements comply
with the Telecommunications Act No 15 of 1996 ( As amended by Act No 38 of 2004).

The Members of the Board are also responsible for taking such steps that are reasonably open to them to safeguard the assets
of the Authority and to prevent and detect fraud and other irregularities.

The Members of the Board consider that, in preparing the financial statements for the year ended 31 March 2007 set out on
pages 61 - 82, the Authority has used appropriate accounting policies, consistently applied and supported by reasonable and
prudent judgements and estimates. The members of the Board also consider that all applicable International Financial Reporting
Standards have been followed and confirm that the financial statements have been prepared on the going concern basis.

The Annual Financial Statements are prepared in accordance with International Financial Reporting Standards (IFRS) and incorporate
disclosures in line with the accounting policies of the Authority. The Annual Financial Statements are based upon appropriate
accounting policies consistently applied and supported by reasonable and prudent judgments and estimates.

The Members 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 annual Financial
statements. However, any system of internal financial control can provide only reasonable, and not absolute, assurance against
material misstatement or loss.

The Members have reviewed the Authority’s cash flow forecast and, in the light of this review and the current financial position,
they are satisfied that the Authority has adequate resources to continue in operational existence for the foreseeable future.

The Annual Financial Statements, set out on pages 61 - 82, which have been prepared on the going concern basis, were
approved by the Board of directors on 27th July 2007 and were signed on their behalf by

CHAIRPERSON CHIEF EXECUTIVE
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Grant Thornton Acumen %

Report of the Independent Auditors

To the Members of Botswana Telecommunications Authority

Report on the Financial Statements

We have audited the accompanying financial statements of Botswana Telecommunications Authority set out on pages
61 - 82 which comprise the balance sheet as at 31 March 2007, and the income statement, statement of changes in equity
and cash flow statement for the year then ended, and a summary of significant accounting policies and other explanatory notes.

Members’ Responsibility for the Financial Statements

The Members are responsible for the preparation and fair presentation of these financial statements in accordance with International
Financial Reporting Standards (IFRS) and in compliance with the Telecommunication Act, 1998 (As amended by Act No 38 of
2004)

This responsibility includes: designing, implementing and maintaining internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error; selecting and
applying appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance
with International Standards on Auditing. Those standards require that we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements.
The procedures selected depend on the auditor's judgment, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial statements 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 entity’s internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements present fairly, in all material aspects the financial position of Botswana Telecommunications
Authority as of 31 March 2007 and of its financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards

Report on other Legal and Regulatory Requirements
In accordance with section 14 (3) of the Telecommunication Act, 1998 (As amended by Act No 38 of 2004), We confirm that;

m  We have received all the information and explanations which, to the best of our knowledge and belief, are necessary for
the performance of our duties as auditors

m In our opinion the accounts and related records of the authority have been properly maintained.

m The Authority has complied with the financial provisions of the Telecommunications Act No 15 of 1996 (As amended by
Act No 38 of 2004);

m The financial statements prepared by the Authority were prepared on a basis consistent with that of previous year.

Certified Public Accountants
GABORONE Date: 30th July 2007



As at 31 March 2007

ASSETS

Non-current assets

Property, plant and equipment
Investment property

Current assets

Non-current assets held for sale
Trade and other receivables
Prepayments

Cash and cash equivalents

Total assets

FUNDS AND LIABILITIES

Funds and Reserves

Proposed dividends
Accumulated funds

Current liabilities

Trade and other payables

Government of Botswana - Universal Service Fund

Total funds and liabilities

Notes

Restated

2007 2006

Pula Pula

107 668 340 111718 707
107 668 340 105 718 707
— 6 000 000

64 014 162 52 103 227
6421 838 —
10192 719 6 973 302
654 232 544 293

46 745 373 44 585 632
171 682 502 163 821 934
153 159 158 146 595 205
3074 920 1383 364
150 084 238 145 211 841
18 523 344 17 226 729
5 609 262 7226 729
12 914 082 10 000 000
171 682 502 163 821 934
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Income Statement

for the year ended 31 March 2007

Revenue

Other income

Donation to the Government of Botswana
Administrative expenses

Finance income

Surplus for the year

Note

13

Restated

2007 2006

Pula Pula

48 696 362 42 019 853

1043 655 1435 492
(2 500 000) (10 000 000 )
(45 390 875) (33352348 )

4714811 5632 732

6 563 953 5735729




for the year ended 31 March 2007

Balance at 31 March 2005

Dividends paid during the year
Dividend to Government transfered to
proposed dividends

Surplus for the year as restated

Balance at 31 March 2006 as restated
Dividend to Government transfered to
proposed dividends

Surplus for the year

Balance at 31 March 2007

Restated Restated
Proposed Accumulated
Dividends funds Total
Pula Pula Pula
3949 432 140 910 044 144 859 476
(4 000 000 ) (4 000 000)
1433932 (1433932)
— 5735729 5735729
1383 364 145211 841 146 595 205
1691 556 (1691556 )
— 6 563 953 6 563 953
3074 920 150 084 238 153 159 158
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Cash flow Statement

for the year ended 31 March 2007

CASH FLOWS FROM OPERATING ACTIVITIES
Cash generated from operations

Finance income

Dividends paid

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property, plant and equipment
Proceeds on disposal of property, plant and equipment

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

Note

18.2

18.3

18.4

18.4

Restated

2007 2006

Pula Pula

8816 179 33333053
4101 368 31700 321
4714 811 5632 732
— (4 000 000)
(6 656 438) (33627 744)
(6 755 302) (34 220 433)
98 864 592 688
2159 741 (294 690)
44 585 632 44 880 322
46 745 373 44 585 632




Notes to the Financial Statements (continued)

11

12

13

ACCOUNTING POLICIES

The Principal accounting policies adopted in the preparation of the financial statements are set out below. All policies
are consistent with those of the previous year unless otherwise stated.

Basis of preparation

The Authority’s financial statements have been prepared in accordance with International Financial Reporting Standards(IFRS)
and the requirements of the Telecommunications Act No 15 of 1996 (As amended by Act No 38 of 2004). The financial
statements are prepared under the historical cost convention with the exception of certain properties, investments or
financial instruments that are stated at revaluation or fair values. The financial statements are prepared on a going concern
basis.

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting estimates
and assumptions. It also requires management to exercise its judgment in the process of applying the Authority's accounting
policies. The areas involving a higher degree of judgemental or complexity, or areas where assumptions and estimates
are significant to the Authority's financial statements are disclosed in the “Critical accounting judgments and key sources
of estimation uncertainty” section of the financial statements. Although these estimates are based on management’s
best knowledge of current events and actions, actual results ultimately may differ from those estimates.

Adoption of new and revised standards
In the current year, the Authority adopted the following new or revised IFRS, which are relevant to its operations.
IASB Effective date for
Pronouncement accounting periods
beginning on or after

IAS 39 Financial Instruments: Recognition Revised 2004 1 January 2006

and Measurement: The Fair Value

Option
The adoption of IAS 39 did not result in substantial change to the Authority’s accounting policies.

Adoption of new and revised standards (future financial periods)

Certain new accounting standards, amendments and interpretations to existing standards have been published that are
mandatory for Authority accounting periods beginning on or after 01 April 2007.

IASB Effective date for
Pronouncement accounting periods
beginning on or after

IAS 1 Presentation of Financial Amendments 2005 1 January 2007
Statements: Capital Disclosure
IFRS 7 Financial Instruments: Disclosures Issued in 2005 1 January 2007

The members of the Board do not anticipate that the adoption of these standards will have a material impact on the
financial statements in the period of initial application. Upon adoption of IFRS 7, the Authority will have to disclose
additional information about its financial instruments, their significance, the nature and extent of risks that they give rise
to. There will be no effect on reported income or net assets.
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Notes to the Financial Statements (continued)

for the year ended 31 March 2007

14

15

1.6

Critical accounting judgements and key sources of estimation uncertainty

Preparing financial statements in conformity with IFRS results in management having to make estimates and assumptions
that impact reported amounts and the related disclosures. The estimates and associated assumptions are based on historical
experience and other factors that are considered to be relevant. As a consequence, actual results could differ from these
estimates.

The following accounting policies have been identified as being areas where management has made estimates or
judgements:

Useful life and residual values of property, plant and equipment

The estimates of useful lives as translated into depreciation rates are detailed in the property, plant and equipment policy
on the annual financial statements. These rates and residual lives of the assets are reviewed annually taking cognisance
of the forecasted commercial and economic realities and through benchmarking of accounting treatments prevailing in
the country.

Impairment of assets

An assessment at a cash-generating unit level for property, plant and equipment and financial assets, is performed at
each reporting date. An individual assessment of property, plant and equipment is performed annually based on the
technical, economic and business circumstances.

Contingent liabilities

Management applies its judgement to facts and advice it receives from its attorneys, advocates and other advisors in
assessing if an obligation is probable, more likely than not, or remote. This judgement application is used to determine

if the obligation is recognised as a liability or disclosed as a contingent liability.

Provisions
Management has applied judgement in estimating various provisions raised in the operations.

Recognition of assets and liabilities

Assets are only recognised if they meet the definition of an asset, it is probable that future economic benefits associated
with the asset will flow to the Authority and the cost or fair value can be measured reliably.

Liabilities are only recognised if they meet the definition of a liability, it is probable that future economic benefits associated
with the liability will flow from the entity and the cost or fair value can be measured reliably.

Financial instruments are recognised when the entity becomes a party to the contractual provisions of the instrument.
Financial assets and liabilities as a result of firm commitments are only recognised when one of the parties has performed
under the contract.

Derecognition of assets and liabilities

Financial assets are derecognised when the contractual rights to receive cash flows have been transferred or have expired
or when substantially all the risks and rewards of ownership have passed.

All other assets are derecognised on disposal or when no future economic benefits are expected from their use.

Financial liabilities are derecognised when the relevant obligation has either been discharged, cancelled or has expired.
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Property, plant and equipment
Property, plant and equipment are stated at cost less depreciation and any accumulated impairment losses.

Capital work in progress represents amounts incurred on development and construction of asset, is classified as capital
work in progress under property, plant and equipment and stated at cost until construction or development is complete.

Where an item of property, plant and equipment comprises major components having different useful lives, they are
accounted for as separate items of property, plant and equipment.

Depreciation is provided on all property, plant and equipment other than capital work in progress and land. Depreciation
is calculated on a straight line basis so as to write off the cost of each asset over its expected useful life to its residual
value. The following expected useful lives are used in the calculation of depreciation:

Land Indefinite life.
Buildings 50 years
Motor vehicles 4 years
Furniture and fittings 6.66 years
Office equipment 4 years
Computer equipment 2 years
Technical Equipment (ASMS) 2-25 years

Consumable items are written off in the year of purchase.

The useful life, depreciation, method and residual value of the assets are assessed by management on annual basis. Any
change brought about therein is treated as a change in accounting estimate.

Investment property

Investment property is recognised as an asset only when, it is probable that the future economic benefits that are
associated with the investment property, will flow to the Authority, and the cost of the investment property can be
measured reliably.

When an item of property, plant and equipment becomes investment property following a change in its use, any difference
arising at the date of transfer between the carrying amount of the item and its fair value is recognised directly in equity.
Upon disposal of the item, the gain is transferred to retained earnings. Any loss is recognised in the income statement
immediately.

Any surplus or deficit arising from revaluation of investment property is taken into the income statement.

Fair value

Investment property is stated at fair value determined by an independent registered valuers at every balance sheet date.
Fair value is based on current prices in an active market for similar properties in the same location and condition. Any
gain or loss arising from a change in fair value is recognised in the income statement. Rental income from investment
property is recognised in the income statement on a straight line basis over the term of the lease.
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Notes to the Financial Statements (continued)

for the year ended 31 March 2007

1.9

1.10

Financial instruments
Initial recognition and measurement

Financial instruments are recognised when the Authority becomes a party to the transaction. Initial measurement is at
cost, which includes transaction cost. Subsequent to initial recognition, these instruments are measured as follows:

Trade and other receivables

Trade and other receivables originated by the Authority are stated at fair value of consideration receivable less impairment
charge. Impairment charges are recognised when the collection of the full amount is no longer possible and is written
off to the income statement as incurred.

Cash and cash equivalents

Cash and cash equivalents are measured at fair value.

Financial liabilities

Liabilities for trade and other amounts payable, which are normally settled on 30-90 days terms are carried at cost, which
is the fair value of consideration to be paid in the future for goods and services received, whether or not billed to the
Authority. Payables to related parties are carried at cost.

Taxation

No provision for taxation is required as the Authority is exempt from taxation in terms of the second schedule of the
Income Tax Act (Cap 52:01)

Leases as a lessor
A lease is classified as operating lease if it does not transfer substantially all the risks and reward incidental to ownership.

Operating lease income is recognised on a straight line basis over the lease term.

Revenue

Revenue comprises service & system licence fees charged to telecommunications operators and radio licence fees net
of value added tax. Initial fees charged in relation to the issue of a licence are recognised when the licence is issued.
Annual service & systems licence fees are recognised in the year to which they relate.

Interest income is recognised in the income statement using effective interest rate method.

Rental income is recognised on a straight line basis over the lease term.



1.13

Employee benefits

Short-term employee benefits

The cost of short-term employee benefits, (those payable within 12 months after the service is rendered, such as paid
vacation leave, 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.

The expected cost of compensated absences is recognised as an expense as the employees render service that increase
their entitlement or, in the case of non-accumulating absences, when the absence occurs.

Gratuities are provided for certain employees as per the terms of their respective employment contracts.

Defined contribution plans

The Authority operates a defined contribution pension fund for its eligible permanent citizen employees. The fund is
registered under the Pension and Provident Funds Act (Chapter 27:03). Payments to defined contribution retirements
benefit plans are charged as an expense as they fall due.

Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, deposits and short term highly liquid investments readily convertible
to known amounts of cash. Cash and cash equivalents are measured at fair value.

Impairment

At each balance sheet date, the Authority reviews the carrying amounts of its tangible assets to determine whether there
is any indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable amount
of the asset is estimated in order to determine the extent of impairment loss. Where it is not possible to estimate the
recoverable amount of an individual asset, the Authority estimates the recoverable amount of the cash-generating unit
to which the asset belongs.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is increased
to the revised estimate of its recoverable amount, so that the increased carrying amount does not exceed the carrying
amount that would have been determined had no impairment loss been recognised for the asset (cash-generating unit)
in prior years. A reversal of an impairment loss is recognised as income immediately, unless the relevant asset is carried
at a revalued amount, in which case the reversal of the impairment loss is treated as a revaluation increase.
Non-current assets held for sale and disposal groups

Non-current assets held for sale are measured at the lower of its carrying amount and fair value less cost to sell.

Non-current asset, are not depreciated (or amortised), while classified as held for sale.

Where the the fair value model is adopted for Investment property, such investment property reclassified as held for sale
is measured at fair value.
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PROPERTY, PLANT AND EQUIPMENT - OWNED

Cost

Freehold land and buildings
Motor vehicles

Furniture and fittings

Capital work in progress
Office equipment

Computer equipment
Technical Equipment (ASMS)

Accumulated depreciation

Freehold land and buildings
Motor vehicles

Furniture and fittings

Office equipment

Computer equipment
Technical Equipment (ASMS)

Carrying amount

Freehold land and buildings
Motor vehicles

Furniture and fittings

Capital work in progress
Office equipment

Computer equipment
Technical Equipment (ASMS)

Notes to the Financial Statements (continued)

for the year ended 31 March 2007

2007 2006

Pula Pula

18 890 422 18 430 370
1561 020 1133 547
2236 853 2 208 020
1526 812 87 451 791
1843 006 1 800 888
2728 767 2 606 747
91124 135 —
119911 015 113 631 363
1874628 1544 627
1142 453 1128725
1858 387 1543 028
1631116 1417 522
2 559 825 2278 754
3176 266 —
12 242 675 7 912 656
17 015 794 16 885 743
418 567 4822
378 466 664 992
1526 812 87 451 791
211 890 383 366
168 942 327 993

87 947 869 —
107 668 340 105 718 707
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2.2

2.3

Movement for the year

— Cost
At beginning of year

Additions

— Freehold land and buildings
— Motor vehicles

— Furniture and fittings

Capital work in progress
— Office equipment
— Computer equipment

Land and building held for sale - (note 4)
— Disposals
— Freehold land and buildings

— Computer equipment

At end of year

Movement for the year

— Depreciation

At beginning of year
— Charge for year
On disposal

At end of year

Particulars of capital work in progress:
At the beginning of the year

Additions during the year.

Transfer to Technical Equipment (ASMS)

At the end of the year

~

=~

2007 2006

Pula Pula

113 631 363 80 090 352
6 755 302 34 220 432
935 700 97 875
427 472 —

28 831 175728
5199 156 33627 920
42 117 126 903

122 026 192 006
(421 838) —
(53 812) (679 421

(53 812) (331 069

— (348 352

119 911 015 113 631 363
7 912 656 6 682 106

4 330 019 1574 232
— (343 682

12 242 675 7 912 656
87 451 791 53 823 871
5199 156 33 627 920
(91 124 135) —
1526 812 87 451 791

~
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Notes to the Financial Statements (continued)

for the year ended 31 March 2007

3.1

INVESTMENT PROPERTY

Fair value

At beginning of year
Investment property held for sale - note 4

At end of year

Cost
Fair value adjustment

At end of year

The members of the Board resolved to dispose off Plot 4965 (Town houses).
In line with the Telecommunication Act 1996, section 10 (2), the Board has
undertaken to seek for a Ministerial approval to dispose the investment

property.

Investment property comprises a number of residential units that are leased
to third parties. Each of the leases contains an initial non cancelable period
of one year. Subsequent renewals are negotiated with the tenants. No
contingent rents are charged.

The investment property was valued by Willy Kathurima Associates (Proprietary)
Limited registered independent property valuers, on 30 May 2007 at P 6 250
000, representing the open market value. The management is of the opinion
that there will not be any material change in the valuation of the property
between the date of valuation and at the year end. However, the management
decided to retain the current carrying value of P 6 000 000 as they are of the
opinion that no material changes in the circumstance or use of this investment
property occurred during the year which resulted in increase in value of the

property.

Amounts recognised in the profit and loss for the year

Rental income from investment property
Direct operating expenses from rental generating property

2007 2006

Pula Pula

6 000 000 6 000 000
(6 000 000 ) —
— 6 000 000

— 3648 275

— 2351725

— 6 000 000

322 602 300 092
66 145 62 799



NON-CURRENT ASSETS HELD FOR SALE

Land and building held for sale- note 2.1
Investment properties held for sale- note 3

The land and building (Plot 2624) was valued by Willy Kathurima Associates
(Proprietary) Limited registered independent property valuers, on
30 May 2007 at P 650 000, representing the open market value.

The investment property was valued by Willy Kathurima Associates (Proprietary)
Limited registered independent property valuers, on 30 May 2007 at
P 6 250 000, representing the open market value.

Management is of the opinion that there will not be any material change in
the valuation of the properties between the valuation date and the year
end date.

TRADE AND OTHER RECEIVABLES

Trade receivables
Other receivables

Less: provision for bad debts

Included in the above are the following related party balances:
National Broadcasting Board (NBB)

CASH AND CASH EQUIVALENTS

Cash and cash equivalents at the end of the period include a deposit with
Stanbic Bank Botswana Limited of P 10 414 082 (2006: nil) held by the
Authority on behalf of the Government of Botswana pending establishment
of the Universal Service Fund. The cash balance includes interest earned on
the deposit upto the balance sheet date.

2007 2006

Pula Pula

421 838 —

6 000 000 —

6421 838 —

8 769 049 6 630 367

1423670 804 038

10 192 719 7 434 405
— (461103 )

10192 719 6 973 302

751 857 387 808
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Notes to the Financial Statements (continued)

for the year ended 31 March 2007

7. TRADE AND OTHER PAYABLES

Trade payables

Other payables

VAT payable

Short term employee benefits payable

Included in the above are the following related party balances:
National Broadcasting Board (NBB)

8. GOVERNMENT OF BOTSWANA - UNIVERSAL SERVICE FUND

Donations payable to the Government of Botswana - Universal Service Fund
Interest earned on deposit - Universal Service Fund

At end of year

The Board resolved to donate to the Government of Botswana P 10 million
towards setting up of a Universal Service Fund. The amount was deposited
in an interest earning bank account and the interest earned on the deposit
is added to the amount payable. In 2006 the donation was erroneously
disclosed as a dividend, this has since been corrected (note 17).

Restated

2007 2006

Pula Pula

996 345 4773 505
1906 275 879 255
383 899 175175
2322743 1398 794
5 609 262 7 226 729
637 619 255 872

12 500 000 10 000 000
414 082 —
12 914 082 10 000 000




CONTINGENCIES

Stanbic Bank Botswana Limited guarantee for employees’ housing, car and
personal loans with a limit of P 5 million. The housing loans are guaranteed
up to 25% and a 50% guarantee on car and personal loans.

WesBank (a division of First National Bank of Botswana Limited) guarantee
for employees’ car loans, with a maximum facility of P 5 million. The loans
are guaranteed up to 50% of the balance outstanding at the balance sheet
date.

Barclays Bank of Botswana Limited guarantee for employees’ car loans, with
a maximum facility of P 5 million. The car and property loans are guaranteed
up to 100% of the balance outstanding at the balance sheet date.

Letters of credit for automated spectrum monitoring system project.

Contingent liability estimated in respect of a High Court case instituted by the
Authority against Botswana Unified Revenue Service (BURS). BURS instructed
the Authority to deduct Withholding Tax on payments made to overseas
supplier towards supply of equipment.

Contingent liability estimated in respect of a dispute with one of the major
operators over the definition of “Net turnover related fee”.

Bank guarantee in favour of Botswana Unified Revenue Service on account
of VAT deferral

Restated

2007 2006

Pula Pula
1554 524 1930 045
2208 907 1374539
1219 846 1632 627
— 2 756 274

250 000 250 000
563 518 563 518
2 500 000 2 500 000
8296 795 11 007 003
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Notes to the Financial Statements (continued)

for the year ended 31 March 2007

10.

11.

COMMITMENTS
Authorised capital expenditure

— Already contracted for
— Not yet contracted for

This committed expenditure relates to specialised equipment and will be
financed by available cash resources and accumulated funds.

Operating leases

Future leasing income for investment property

Within one year
— Premises

Two to five years
— Premises

RISK MANAGEMENT

The transactions in financial instruments results in the Authority assuming
risks. These include market risk, credit risk, interest rate risk and liquidity risk.
Each of these risks is described below, together with a summary of the ways

the Authority manages these risks.

Market Risk

Market Risk can be described as the risk of change in the fair value of financial

instruments brought about by changes in interest rate.

Fluctuation in interest rate impact on the value of short term investment,
giving rise to price risk. Other than ensuring optimum money market rate for
deposits, the Authority does not make use of financial instruments to manage
this risk. Due to the short-term nature of the Authority fixed interest investment,

market risk is therefore not significant.

2007 2006

Pula Pula

12 057 205 3492 710
500 000 —

12 557 205 3492 710
106 950 332 175

— 106 950

106 950 439 125




11.2

11.3

Interest rate risk

The Authority is exposed to various risks associated with the effect of fluctuations in the prevailing levels of market rates
of interest on its cash resources and investments. The cash resources are managed to ensure that surplus funds are
invested in a manner to achieve maximum returns while minimising risks. The Authority places its funds both in fixed
interest earning deposits (fixed deposits) and fluctuating interest earning deposits (call deposits). The interest rates of
funds placed under fluctuating interest earning deposits are adjusted on a short term basis based on changes in the
prevailing market related interest rates. Further, these deposits are due on demand. The fixed deposits amounting to
17 million (2006: 16 million) are exposed to fair value interest rate risk and cash flow interest rate risk. However considering
the short term maturity of 14 days for these deposits, these risks are minimised.

Interest rate on fixed deposit is stabilised to give a simple rate of return of approximately 11%. The normal credit terms
on debtors and creditors do not carry any interest.

Credit risk

Credit risk refers to the risk that a counter party will default on its contractual obligations resulting in financial loss to the
Authority. The financial assets of the Authority, which are subject to credit risk, consist mainly of cash resources, short
term investments and receivables. Trade receivables are mainly from three major operators from telecommunication
sector, amounting to P 8.05 million at the year end. The maximum credit exposure on trade and other receivables is
limited to P 9.84 million. The management evaluates credit risk relating to its debtors on an ongoing basis and where
appropriate, makes adequate provisions for bad and doubtful debts. The cash resources are placed with reputable financial
institutions and limits exposure to any one counter party. Banks in Botswana are not rated but each of the banks concerned
is a subsidiary of major South African, United Kingdom or Indian registerd banks. Where appropriate, adequate provisions
are made for receivables.

The Authority has also provided guarantees to banks for various employee loans sanctioned by the banks. The guarantee
exposes the Authority to credit risk. As at the year end, the total outstanding exposure to credit on various guarantees
is limited to P 4.98 million.
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12.

Liquidity risk

The Authority’s risk to liquidity is a result of the funds not being available to
cover future commitments. The Authority manages liquidity risk through an
ongoing review of future commitments against the cash position.

In order to mitigate any liquidity risk that the Authority may face, a policy to
maintain adequate cash reserves throughout is followed.

Foreign currency risk

In the normal course of business, the Authority enters into transactions
denominated in foreign currencies. As a result, the Authority is subjected to
exposure to fluctuation in foreign currency. The Authority does not hedge
foreign exchange fluctuations.

REVENUE
Service and system licence fees
Radio licence fees

2007 2006

Pula Pula

43 438 687 37 040 226
5257 675 4979 627
48 696 362 42 019 853




13.

14.

SURPLUS FOR THE YEAR

Surplus for the year is stated after accounting for the following:

Income

Investment property
— Rental Income BTA buildings
— Rent investment property

Interest on investment and deposits
Profit on disposal of property, plant and equipment
Bad Debts recovered

Charges

Consulting fees

Depreciation

— Freehold land and buildings
— Technical equipment (ASMS)
— Motor vehicles

— Furniture and fittings

— Office equipment

— Computer equipment

Salaries

Gratuity

Leave pay
Pensions

Board sitting fees

Donations to the Government of Botswana (Universal Service Fund)

Board expenses

AUDITORS’ REMUNERATION

— Audit fee

2007 2006

Pula Pula
535410 1105 107
212 808 805 014
322 602 300 093
4714811 5632732
45 052 256 950
402 221 —
7 359 011 4 501 629
4330019 1574 233
329 996 328 044
3176 266 —
13728 84 247
315 359 310 897
213593 345 130
281 077 505 915
14 559 556 13 036 369
457 501 394 927
1779 251 577 725
1763 808 1 486 683
116 238 55 204

2 500 000 10 000 000
724 857 419 410
43108 30 453
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15.

16.

RELATED PARTIES AND RELATED PARTY TRANSACTIONS

Related parties

Related parties with whom the authority transacted during the year are:

Members of the Board

Board sitting fees

Key Management

Short term employee benefits

Other long term employee benefits

Consulting fees paid to former Chief Executive who was retained

as consultant from 1 January 2007 to 31 March 2007

COMPARATIVE FIGURES

The comparative figures have been reclassified in certain cases.

2007
Pula

116 238

3416 726
518 394

450 000

2006
Pula

43 365

2 863 996
592 858



17.

17.1

2007 2006
Pula Pula
PRIOR PERIOD ERROR
During the year management discovered an error in the disclosure of a
donation made to the Government of Botswana. The donation was disclosed
as proposed dividend in the previous year’s financial statements. The impact
of this error is the understatement of expenditure and overstatement of surplus
for the year with a corresponding impact of overstatement of accumulated
funds and proposed dividend.
Further, the management discovered that a declaration of 25% of the Authority’s
Surplus for the year as dividend to the Botswana Government as required by
Botswana Government directive issued as CAB 40/2004, was erroneously not
made. The impact of the error is understatement of proposed dividend and
overstatement of accumulated funds. The impact of the above errors in each
of the financial statement line item is stated below;
As per Audited Correction of Restated
financial error
statements
2006 2006
Pula Pula Pula
Impact of the above error’s
Profit for the year ended 2006 15 735 729 (10 000 000 ) 5735 729
Dividend to Government of Botswana 10 000 000 (8 566 068 ) 1433932
Accumulated funds 146 595 205 1383 364 145 211 841
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18.

18.1

18.2

18.3

18.4

CASH FLOW STATEMENT

The following convention applies to figures other than adjustments:
Outflows of cash are represented by figures in brackets. Inflows of

cash are represented by figures without brackets.

Reconciliation of Surplus for the year to cash
generated from operations

Surplus for the year

Adjustments

— Profit on disposal of property, plant and equipment
— Depreciation and amortisation

— Finance income

— Donations to the Government of Botswana

Operating surplus before working capital changes
(Increase) decrease in working capital

— Decrease in investments

— (Increase) decrease in trade and other receivables
— Decrease in trade and other payables

Cash generated from operations
Dividends paid
Dividends payable at beginning of year

Dividend declared
Dividends payable at end of year

Cash and cash equivalents

Cash and cash equivalents included in the cash flow statement comprise

the following balance sheet amounts:
Cash and cash equivalents

Restated

2007 2006

Pula Pula

6 563 953 5735729

(429 844) 5 684 550
(45 052) (256 950 |)

4330019 1574 232
(4714 811) (5632732 )

— 10 000 000

6134 109 11 420 279

(2032 741) 20 280 042

— 17 195 469

(3 329 356) 1947 917

1296 615 1136 656

4101 368 31700 321

(1383 364) 3949 432

1691 556 1433932
(3074 920) (1383364 )
— (4 000 000 )

46 745 373 44 585 632

Cash and cash equivalents at the end of the period include deposits with  Stanbic Bank Botswana Limited amounting to
P 10 414 082 held by the Authority on behalf of the Government of Botswana towards the Universal Service Fund.



Country of
incorporation
and domicile Botswana

Nature of Business The Authority is a body corporate, established under the Telecommunications Act No 15 of 1996
(As amended by Act No 38 of 2004) to regulate, supervise and promote the provision of efficient
telecommunication services in Botswana.

Members Dr. J Mothibi
Dr. T Nyamadzabo
Dr. T Matome
Dr. M Mpotokwane
Mr. R C Eaton

Chief Executive Mr. T G Pheko appointed (1/01/2007)

Chief Executive Mr. C M Lekaukau retired (31/12/2006)

Secretary Mr. M Leburu

Business address Plot 206/207
Independence Avenue
Extension 5
Gaborone
Botswana

Postal address Private Bag 000495
Gaborone
Botswana

Bankers First National Bank of Botswana Limited
Barclays Bank of Botswana Limited
Standard Chartered Bank Botswana Limited
Bank of Baroda (Botswana) Limited
Stanbic Bank Botswana Limited

Auditors Grant Thornton Acumen
Certified Public Accountants
Botswana member firm of Grant Thornton International



