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1 Reporting entity

1.1 The Secretariat of the Southern African Development Community (SADC Secretariat)

is-an §ns%itutien—ef—SABGrest“abﬁshed11nder7ﬁrrﬁcte*9'oﬁhé SADC Treaty. SADCisan
e —————jpternational-organization-established-under Article 2 of tHe SADC Treaty. Its Member
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Angola, Botswana, the Uion orComoros, Democratic Republic of Congo, Eswatini,
Lesotho, Madagascar, Malawi, Mauritius, Mozambique, Namibia, Seychelles, South
Africa, United Republic of Tanzania, Zambia and Zimbabwe.

1.2, The Secretariat serves as the principal executive institution of the SADC, with the
SADC Executive Secretary as its Head. Its primary responsibilities in accordance with
Article 14 of the SADC Treaty are the strategic planning and management of the
programmes of SADC. The primary responsibilities encompass the following key
deliverables:

(a) implementation of decisions of the Summit, Troika of the Summit, Organ
on Politics, Defence and Security Co-operation, Troika of the Organ on
Politics, Defence and Security Co-operation, Council, Troika of the Coundil,
Sectoral and Custer Ministerial Committees;

(b) organization and management of SADC meetings;

(c) financial and general administration;

(@) representation and promotion of SADC;

(e) coordination and harmonisation of the policies and strategies of Member
States;

6] gender mainstreaming in all SADC programmes and activities;

(9) submission of harmonised policies and programmes to the Council for
consideration and approval;

(h) monitoring and evaluating the implementation of regional policies and
programmes;

(i) collation and dissemination of information on the Community and

maintenance of a reliable database;

)] development of capacity, infrastructure master plan and maintenance of
intra-regional information communication technology;

k) mobilisation of resources, coordination and harmonisation of programmes
and projects with cooperating partners;
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0] devising appropriate strategies for self-financing and income-generating
activities and investment;

() management of Special programmes and projects;
(n)
(0) . preparation and submission to the Council, for approval, administrative
: regulations, standing orders and rules for the management of the affairs of
SADC.
1.3 The Secretariat’'s operations are directed by the SADC Council of Ministers. These

operations are funded by contributions, based on Article 26 (Funds) of the Treaty,
which stipulates that: “The funds of SADC shall consist of contributions of Member
States, income from SADC enterprises and receipts from regional and non-regional
sources”. The Secretariat's operations are carried out from the SADC Headquarters
in Gaborone, Botswana.

1.4 The following operations are undertaken outside the headquarters of SADC:

1.4.1 The SADC Plant Genetic Resources Centre (SPGRC), a programme implemented by
the Secretariat under the Directorate of Food Agriculture and Natural Resources,
operates from Lusaka, Zambia. SPGRC was established in 1988 as a partnership
between SADC and Nordic donors and was fully constituted into the structure of the
SADC Secretariat as a unit under the Directorate of Food Agriculture and Natural
Resources (FANR) in March 2017. The SPGRC aims at facilitating and guaranteeing
the conservation and preservation of crop and wild plant genetic resources of the
region for use in agricultural development by the present and future generations.

1.4.2 The SADC Regional Peacekeeping Training Centre (RPTC) operates from Harare,
Zimbabwe under the Directorate of the Organ on Politics, Defence and Security
Cooperation. The Centre was established in 1996. The aim of RPTC is to study the
theory and practice of Peace Support Operations and to coordinate peace and support
training in the SADC region as mandated by the SADC Ministerial Committee of the
Organ (MCO).

1.4.3 The SADC's Permanent Mission to the International Civil Aviation Organisation (ICAO)
is based in Montreal, Canada, and was established through Article 9.5 of the SADC
Protocol on Transport, Communication and Meteorology, signed on the 24" August
1996 in Maseru by ten Member States in order to promote SADC Member States’
representation in the ICAO Council and pursue a common position related to Civil
Aviation.

1.5 The SADC Secretariat's regular budget includes assessed Member States’
contributions, Special funds from the Member States for designated projects and
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activities, and funds from International Cooperating Partners (ICPs). Special funds
from the Member States and ICPs are only recognised as income and expenditure
when conditions attached to these funds are fulfilled.

1:5 Operation&of~SAB€"ih'stituti’dns*ai'e*a'ccmh’t‘ed'for by the Secretariat, in accordance
yith.its role 2 he-principal.e e "

1.6. . Pursuant to provisions under Article 29 of the SADC Treaty, the Executive Secretary
prepares the annual financial statements of the operations of SADC Institutions, which
are then audited. Council appoints the external auditors in line with the Treaty.

1.7 The Financial statements for the year ended 31 March 2022 were issued on the 13

July 2022
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SOUTHERN AFRICAN DEVELOPMENT

COMMUNITY SECRETARIAT
Private Bag 0095 E-mail: reqistry@sadc.int Telephone: (267) 3951863
Gaborone Website: www.sadc.int Telefax: (267) 3972848
Botswana (267) 3181070

Statement of Responsibility for the Financial Statements

In accordance with Article 15 (1)(i) of the SADC Treaty, as amended, the Executive Secretary is
the Head of the SADC Secretariat, which is the reporting entity for purposes of annual financial
statements as provided for under Article 29 (2) of the SADC Treaty.

As head of the reporting entity, the Executive Secretary has a responsibility to establish an
adequate system of internal controls, designed to provide reasonable assurance regarding the
achievement of internal control objectives.

The Executive Secretary acknowledges that he is ultimately responsible for the system of internal
control, established by the Secretariat and places considerable importance on maintaining a
strong control environment. To enable the Executive Secretary to meet these responsibilities, he
has set standards for internal control aimed at reducing the risk of error or loss in a cost effective
manner. These internal controls are monitored throughout the Secretariat and all employees are
required to maintain the highest ethical standards in ensuring the Secretariat's business is
conducted in a manner that in all reasonable circumstances is above reproach.

The SADC Treaty requires the Executive Secretary to prepare annual financial statements, based
on an approved financial reporting framework, which gives a true and fair view of the assets,
liabilities and financial position of the Secretariat at the end of the financial year, together with
statements of financial performance, changes in net equity/assets, Statement of cash flows and
comparison of budget versus actual amounts, for that period. In preparing these annual financial
statements, the Executive Secretary is required to:

- select suitable and appropriate accounting policies and apply them consistently;

- make prudent judgments and accounting estimates, that are reasonable;

- state whether the annual financial statements have been prepared in accordance with
International Public Sector Accounting Standards (IPSAS), including any interpretations
issued by the IPSAS Board: and

- prepare the annual financial statements on a going concern basis unless it is inappropriate
to presume that the Secretariat will continue operation for the foreseeable future.

The Executive Secretary is responsible for establishing and maintaining adequate internal
controls over financial reporting for the Secretariat. The purpose of the control processes is to
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provide reasonable assurance regarding the reliability of the financial reporting process that
culminates in the preparation of annual financial statements in accordance with IPSAS.

——————The-Secretariat's-internal-controls-over-financial-reporting-inciude financial Teguiations, policies
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fairly reflect the Secretariat’s transactions, assets, liabilities and cash flows:

- are designed to provide reasonable assurance that transactions are recorded as
necessary to permit the preparation of the annual financial statements in accordance with
IPSAS and that receipts and expenditures are made only in accordance with
authorizations established by the Executive Secretary;

- 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; and

- provide reasonable assurance regarding the prevention or timely detection of

unauthorized acquisition, use or disposal of the Secretariat's assets that could have a

material effect on the financial statements.

There were no changes to the Secretariat’s internal controls over financial reporting that have
materially affected or are reasonably likely to materially affect the effectiveness of the internal
controls over the financial reporting period of 01 April 2021 to 31 March 2022.

The Executive Secretary is of the opinion, based on the information and explanations given by
management and staff, that the system of internal controls 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 deficiencies.

The annual financial statements are prepared on the basis that the Secretariat is a going concern
and that SADC has neither the intention nor the need to liquidate or curtail materially the scale of
operations of the Secretariat.

The annual financial statements set out on pages 12 to 73, were issued on 13 July 2022,

£k

H.E. Mr. E!i‘a:j/Magosi
EXECUTIVE SECRETARY
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SOUTHERN AFRICAN DEVELOPMENT

COMMUNITY SECRETARIAT
Private Bag 0095 E-mail: registry@sadc.int Telephone: (267) 3951863
Gaborone Website: www.sadc.int Telefax: (267) 3972848
Botswana (267) 3181070

TRANSMITTAL STATEMENT: ANNUAL FINANCIAL STATEMENTS 31 MARCH 2022

1. The Financial Statements of the SADC Secretariat for the year ended 31 March 2022 are
transmitted to the Council of Ministers through the Finance Committee and the Audit
Committee. In accordance with Article 29 of the SADC Treaty, the Executive Secretary
is required to facilitate an external audit of these annual financial statements prior to their
submission to the Council for approval.

2. The 2021/22 Financial Statements have been prepared in accordance with the
International Public Sector Accounting Standards (IPSAS). The SADC Secretariat first
implemented International Public Sector Accounting Standards (IPSAS) in the financial
period that ended 31 March 2015. The adoption of IPSAS is in accordance with a decision
of the Council of August 2012. The application of IPSAS has resulted in improvement in
the quality, consistency and credibility of financial reporting which has led to increased
confidence of the Member States and International Cooperating Partners as to the
accountability and sound financial management practices of the Secretariat.

3. The report of the External Auditors on the audit of the 2021/2022 Financial Statements,
together with their recommendations and the Secretariat's responses thereto, shall be

Hon Nanc SiGladys T‘ mbo

Chalrper n of'the S DC Council of Ministers
And Minister of Forelgn Affairs of Malawi
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REPORT OF SADC BOARD OF AUDITORS ON THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2022

KINGDOM OF LESOTHO

REPUBLIC OF MADAGASCAR
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REPORT OF THE BOARD OF AUDITORS ON THE FINANCIAL STATEMENTS OF

T SOUTHERNAFRICAN DEVELOPMENT COMMUNITY

e EOR THE YEAR ENDED 31 MARCH 2022

Introduction

1. We have audited the Financial Statements of the Southern African Development Community
(SADC) Secretariat which comprises the Statement of Financial Position as of 31 March 2022,
the Statement of Financial Performance, Statement of Changes in Equity and Net Assets,
Statement of Cash Flows and the Statement of Comparison of Budget and Actual Amounts
for the year then ended as well as notes comprising a summary of significant accounting
policies and other explanatory information set out on pages 12 to 73.

Opinion

2. In our opinion, the financial statements present fairly, in all material respects, the financial
position of the SADC as at 31 March 2022 and its financial performance and cash flows for
the year then ended, in accordance with International Public Sector Accounting Standards
and SADC Secretariat Financial Regulations.

We conducted our audit in accordance with International Standards of Supreme Audit
Institutions (ISSAls). Our responsibilities under those standards are further described in the
Auditors’ Responsibilities for the Audit of the Financial Statements sections of our report. We
are independent of the SADC Secretariat in accordance with the International Ethics
Standards Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code)
and we have fulfilled our ethical responsibilities in accordance with these requirements.

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

Responsibilities of Management and Those Charged with Governance for the Audit
of the Financial Statements

3. The Executive Secretary and Management of SADC Secretariat, are responsible for the
preparation and fair presentation of the financial statements in accordance with International
Public Sector Accounting Standards (IPSAS), applicable legislation and for such internal
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controls as the accounting officer determines is necessary to enable the preparation of
financial statements that are free from material misstatements whether due to fraud or error

as required by the Treaty and financial regulations

In-preparing-the fina

SADC Secretariat’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 management either intends to liquidate the SADC Secretariat or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the SADC
Secretariat’s financial reporting process.

Auditors’ Responsibilities for the Audit of the Financial Statements

4. Our objectives were 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 an opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISSAls will always detect a material misstatement when it exists.
Misstatement can arise from fraud or error and are considered material if, individually
or in aggregate, they could reasonably be expected to influence the economic
decision of users taken on the basis of these financial statements.

As part of an audit in accordance with ISSAls, we exercise professional judgment and
maintain professional scepticism throughout the audit. We also;

* ldentify 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 obtain audit evidence that is sufficient and appropriate to provide
a basis for our opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.
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* 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-SADC-Seeretariat's-internal

controt;

 Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made by SADC
Secretariat.

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

+ Conclude on the appropriateness of the SADC Secretariat's use of the going
concern basis of accounting in the preparation of the financial statements. We also
conclude, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the SADC
Secretariat’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in the auditors’ report to the
disclosures in the financial statements about the material uncertainty or, if such
disclosures are inadequate, to modify the opinion on the financial statements. Our
conclusions are based on the information available at the date of the auditor's
report however; future events or conditions may cause SADC Secretariat to cease
to continue as a going concern.

We communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that we identified during the
audit.

We also provided those charged with governance with a Statement that we have
complied with relevant ethical requirements regarding independence, and to
communicate with them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable related safeguards.
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Key Audit Matters

5. Key audrt matters are those matters that, in our professronal judgement, were of most

tof the financial statements of

>ecretariat 1or the tinancial year

audit matters to communicate in our report.

' ended 31 March 2022 these matters were addressed in the context of our audit of the SADC

Report on legal and other Regulatory Requirements

not provide a separate opinion on these matters. We have determined that there were no key

6. We have performed procedures in order to identify and report findings on compliance with
legislation and internal control. In our opinion, the financial statements of the SADC
Secretariat for the financial year ended 31 March 2022, have been prepared in accordance
with the terms of Article 29 of the SADC Treaty and the provision of the SADC Financial

Regulations.

1_@.&&. {

ey

MONICA M. BESE

TSA (Ms)

ACTING AUDITOR GENERAL

THE KINGDOM OF

LESOTHO

RAKOTONDRAMIHAMINA JEAN DE DIEU (Mr)
PRESIDENT OF THE COURT OF ACCOUNTS
REPUBLIC OF MADAGASCAR

| (ot be

PULANE D. LETEBELE (Ms)

AUDITOR GEN
REPUBLIC OF BO
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SADC Secretariat

Statement of Financial Position as at 31 March 2022

*Member States Special Funds have been reclassified from liabilities to correctly reflect their
status as part of Member States funds in line with IPSAS 23. In prior years Member States funds
were reflected as liabilities but have now been reclassified to equity.
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2022 2021
Notes UsD UsD
O 126,072,218 123.850.083
Cash-and cash-equivalents 7 106,758,040 98,191,948
Receivables exchange transactions 13 304,828 224,982
Receivables non-exchange transactions 14 15,815,939 23,302,343
Prepayments 15 736,223 785,572
Value added tax receivable 16 2,457,188 1,345,238
Non-current assets 39,399,283 39,669,686
Property, plant and equipment 17 38,608,041 38,811,803
Intangibles 17A 750,734 817,375
Security Deposits on Operating Leases 17B 40,508 40,508
Total assets 165,471,501 163,519,769
Current liabilities 40,588,120 48,329,449
Trade and other payables from exchange transactions 18 7,569,116 5,454,499
Trade and other payables from non-exchange
transactions 19 872,914 2,748,466
Finance lease liability 20 3,739,980 3,487,844
Post-employment benefit 21 3,575,940 2,169,843
Deferred revenue from ICPs 22 24,830,170 34,468,797
Non-current liabilities 6,606,558 11,264,710
Post-employment benefit 21 2,182,337 3,100,509
Finance lease liability 20 4,424 221 8,164,201
Total liabilities 47,194,678 59,594,159
Net assets 118,276,823 103,925,610
Reserves 23 26,483,919 24,299,193
Member States Special Funds* 24 42 501,063 19,435,651
Accumulated surplus 49,291,841 60,190,766
Total net assets and liabilities 165,471,501 163,519,769



SADC Secretariat

Statement of Financial Performance for the year ended 31 March 2022

2022 2021
Notes USD ; usbh
';;r;:ReVenuermm—-nén-exehangeﬁahsa"ét'idri§4~ e '7"6",'3'8'",5,:66?4—'*45;/}573?}5744444
Member State i 4 56,345,855 45336995
Other Income 5 528,648 677,847
ICPs Contributions 6 19,512,506 11,547,995
Revenue from exchange transactions 734,401 416,928
ICP Overhead Recovery and Institutional revenue 579,995 306,598
investment revenue 154,406 110,330
Total revenue 77,121,408 57,979,695
Expenses
Operating expenses 20,169,940 18,245,715
Staff costs 9 11,154,131 9,759,578
Transport, subsistence and conferences 1,363,592 181,746
Rentals 725,879 725,554
Contingent Rent on finance leases 1,001,646 929,937
General expenses and supplies 10 3,125,676 3,213,713
Communications 431,645 438,134
Audit and professional fees 296,344 260,312
Depreciation current year charge 17 1,299,234 1,738,817
Amortisation (intangible assets) 17A 66,641 57,634
Finance cost on lease 11 705,152 940,290
Programme Expenses 44,272,447 23,961,395
Member States funded 25 24,840,792 12,487,535
ICPs funded 26 19,431,655 11,473,860
Total expenses 64,442 387 42,207,110
Other losses /(gains) 9,319,130 (1,292,298)
(Gain)/Loss on sale of assets (4,378) 44,761
Loss/(Gain) on foreign exchange transactions 1,345,416 (1,337,059)
Impairment of Receivables 14 7,978,092 -
Surplus for the year 36 3,359,891 17,064,883
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SADC Secretariat

Statement of Cash Flows for the year ended 31 March 2022

~-Notes—— 2022 2021
USD USD

Cash flows from operating activities
Surplus for the year 35 3,359,891 17,064,883
Adjustments:
Depreciation 1,299,234 1,738,817
Amortization ( intangible assets) 66,641 57,634
(Gain)/loss on sale of assets (4,378) 44,761
Reclassification of small value assets to expenditure - 23,716
Investment Income (154,406) (110,330)
Finance costs on lease 705,152 940,290
Increase in Post-employment benefit 487,925 811,205
(Decrease)/Increase in Deferred revenue from ICP (9,638,627) 6,462,357
Increase in the Member States Special Funds 23,065,412 7,091,980
increase in payables 239,065 3,386,407
(Increase)/decrease in receivables 6,343,957 (4,644,567)
Net cash flows from operating activities 25,769,865 32,867,153
Cash flows from investing activities
Purchase of property, plant and equipment (1,112,288) (484,579)
Purchase of intangibles - (52,800)
Proceeds from sale of property, plant and equipment 21,195 3,192
Investment Income 154,406 110,330
Transfer to SADC Assistance to Mozambique (1,900,000) -
Transfer to SADC Elections Observer Missions Fund (5,174,090) -
Transfer to Regional Logistics Depot Fund (5,000,000) -
Net cash flows used in investing activities (13,010,777) (423,857)
Cash flows from financing activities
Finance charges paid on SADC House (705,152) (940,290)
SADC house lease repayments (3,487,844) (3,252,706)
Net cash flows used in financing activities (4,192,996) (4,192,996)
Net increase in cash and cash equivalents 8,566,092 28,250,301
Opening cash and cash equivalents 98,191,948 69,941,647
Closing cash and cash equivalents 12 106,758,040 98,191,948
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SADC Secretariat
Notes to the Financial Statements for the Year Ended 31 March 2022

1. Basis of preparation

1.1, Statement of compliance and basis of preparation -~ . o

e Hraneta iatemer O TSt At orSouher AT s e ERI=\Y/ o) a}aYaa oY al M M aYaal oo M YLy

(SADC) herein referred to as the Secretariat have been prepared in accordance with and
comply with the accrual basis of the International Public Sector Accounting Standards
(IPSAS). The Financial Statements have been prepared on the historical cost basis
unless otherwise stated and the accounting policies have been applied consistently in
their preparation and presentation. The statement of cash flows is prepared using the
indirect method.

1.2. Going concern

The accompanying financial statements have been prepared on the assumption that
SADC Secretariat will continue as a going concern. Based on the positive historical trend
of collection of assessed contributions over the past years and the fact that
the Council has not taken any decision to cease the operations of the SADC Secretariat,
Management is confident that the SADC Secretariat will continue as a going concern in
the foreseeable future.

1.3 Application of International Public Sector Accounting Standards (IPSAS)

1.3.1 The SADC Secretariat continues to prepare its financial statements in accordance with
IPSAS issued by the International Public Sector Accounting Standards Board (‘IPSASB”)
that are relevant to its operations. For the accounting periods beginning 1 April 2021
IPSAS not applicable to the SADC Secretariat are listed in table 1 below.

1.3.2 The SADC Secretariat has elected not to “early adopt” IPSAS Standards/Interpretations
not yet effective as at the year-end.

Table 1: IPSAS not applicable to the SADC Secretariat

IPSAS No. | Description Reason for not applying to SADC Secretariat
IPSAS 10 Financial Reporting | SADC Secretariat did not operate in a
in Hyper Inflationary | hyperinflationary ~ environment  during the
Economy; reporting period. The United States Dollar, which
over the years, has not been affected by
hyperinflation, is the functional and reporting
currency of the SADC Secretariat

IPSAS 11 Construction SADC Secretariat is not involved in issues or
Contracts manages any construction contracts as
prescribed by the standard and therefore could
not be required to account for any transaction in
terms of IPSAS 11

IPSAS 27 Agriculture SADC Secretariat is not involved in agricultural
activities within the definition of biological assets.
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SADC Secretariat

Notes to the Financial Statements for the Year Ended 31 March 2022

IPSAS No. | Description Reason for not applying to SADC Secretariat

IPSAS 32 Service Concession | SADC Secretariat is not involved in binding
Arrangements: arrangements that involveprivate—sector

| Grantor... ... . .| participation. .in_ the -development, - financing, | -
_Loperation o ' ~ ] 2d._to.
providepublicservice.

IPSAS 35 Consolidated SADC Secretariat does not have subsidiaries or
Financial Associate companies as defined by the standard.
Statements.

IPSAS 36 Investment in SADC Secretariat does not have Investments in
Associates and Joint | Associates involving any form of shares or equity
ventures instruments or joint ventures

IPSAS 37 | Joint Arrangements | SADC Secretariat does not have jointly controlled

operations, or jointly controlled assets.
Accordingly, the standard does not apply.

IPSAS 38 Disclosure of SADC Secretariat does not have interest in other
Interests in Other entities. Accordingly, the standard does not apply
Entities

IPSAS 40 Public Sector SADC Secretariat is not involved in any business
Combinations combinations

2. Significant Accounting Policies

2.1. Measurement Basis

These financial

statements are prepared using the historical-cost convention,
except for financial assets which are recorded at fair value through surplus or deficit.

2.2. Foreign currency transactions

The financial statements are presented in United States Dollars (USD), which is the
functional and reporting currency of the Secretariat and all values are rounded to the

nearest USD.

Transactions in foreign currencies are recorded using the mid- rate at the beginning of
each month except for direct translations, which are converted at the actual spot rate on
the transaction date.

Monetary assets and liabilities denominated in foreign currencies are translated to USD
equivalents using the closing foreign exchange rate ruling at the reporting date.

Non-monetary assets and liabilities are translated using exchange rates that existed when
the values were determined.

Exchange differences on foreign currency transactions are included in the statement of
financial performance.
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SADC Secretariat
Notes to the Financial Statements for the Year Ended 31 March 2022

2.3. Property, plant and equipment

_ 231, Initial recognition and measurement = oo

Liravmaeby anlaond

Hroperty—plantand-eqtipmentacattrec-by-the-Secretariatisnitraftystatedstcost—Cost
includes expenditure that is directly attributable to the acquisition of the asset. Property,
plant and equipment is subsequently measured at cost less accumulated depreciation
and accumulated impairment. Depreciation is charged to the statement of financial
performance on an annual basis. Impairment losses are recognised in the statement of
financial performance, as and when these arise.

Included in property are leasehold buildings which are stated at a fair value of the leased
asset determined at the inception of the lease. The fair value is based on the discount
rate implicit in the lease/ Public-Private Partnership agreement of 7% per annum.

Property, plant and equipment acquired through non-exchange transactions (e.g. grants)
are recorded initially at fair value, which is assumed as the cost of the asset.

2.3.2. Depreciation

Depreciation on assets is charged on a straight-line basis over the useful economic life
of the asset. Depreciation is charged at rates calculated to allocate the cost of the asset,
less any estimated residual value, over its remaining useful economic life. Annual
depreciation rates used are as follows:

Class of asset Depreciation rate
Buildings 2%
Motor vehicles 10%
Computer equipment 25%
Furniture and fittings 12.5%
Equipment 25%
Servers 20%
Machinery and Equipment 12.5%

The assets' residual values and useful economic lives are reviewed, and adjusted as
appropriate, at the time of purchase and at the end of each reporting period.

2.3.3. Useful lives

The useful lives of the assets are reviewed at the end of every financial year. The
secretariat carried out a comprehensive review of all fixed assets in the 2020/21 financial
year to determine if there is a need to change the estimated useful lives of assets in light
of the growing number of fully depreciated assets that are still in use. The review resulted
in changes in the useful lives of some asset classes as follows:
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Class of asset Previous Useful | Current Useful
Life Life

Motor vehicles 4 years 10-years

{ Fumniture and fittings = - { - -Byears | - 8years

es-aiso-restiitedin-the-introduction-of-theTollowingnew

2.3.4.

2.3

2.3.1

2.3.2

asset classes

Class of asset Useful Life
Servers 5 years
Plant and Machinery 8 years

The useful lives and residual values of assets are assessed using the following indicators
to inform potential future use and value from disposal:

(i) The condition of the asset based on the assessment of experts employed by the
Secretariat;

(if) The nature of the asset, its susceptibility and adaptability to changes in technology
and processes;

(iii) The nature of the processes in which the asset is deployed;

(iv) Availability of funding to replace the asset; and

(v) Changes in the market in relation to the asset

De-recognition

ltems of property, plant and equipment and/or any significant part of an asset are
derecognised upon disposal or when no future economic benefits or service potential is
expected from its continuing use. Any gain or loss arising from the de-recognition of the
asset (calculated as the difference between the net disposal proceeds and the carrying
amount. of the asset) is included in the surplus or deficit, in the period when the asset is
de-recognised.

Intangible Assets

Intangible assets acquired separately are initially recognised at cost. The cost of
intangible assets acquired in a non-exchange transaction is their fair value at the date of
the exchange. Following initial recognition, intangible assets are carried at cost less any
accumulated amortisation and accumulated impairment losses.

Internally generated computer software

Software development activities involve a plan or design for the production of new or
substantially improved products and processes. Development expenditure is capitalised
only if development costs can be measured reliably, the product or process is technically
and commercially feasible, future economic benefits or service potential is probable, and
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Notes to the Financial Statements for the Year Ended 31 March 2022

the Secretariat intends to and has sufficient resources to complete development and to
use the asset.

The expendnture capntahsed mcludes the drrecf Iabour and overheads that are dlrectly e

—————rsmtcamtalrsed*and‘fs—reﬂe‘ct‘e‘dﬁ—surp usor d“fe icitin fﬁé’@o_dW

is incurred.

2.3.3 Software Licenses

Software licenses that are identifiable or arise from contractual or other legal rights are
recognised as intangible assets if it is probable that the expected future economic benefits
or service potential that is attributable to the asset will flow to the Secretariat over a period
greater than 12 months and the cost of the asset can be measured reliably.

2.3.4 Trademarks, logo and insignia

In August 2017 Council approved a budget to register the SADC trademark, Logo and
Insignia, in order to protect them from misuse and misrepresentation and to secure them
in all the Member States. Expenditure relating to legal services to register, protect and
secure the trademarks, logo and insignia have been capitalized as an intangible asset with
an indefinite life span. The trademarks, logo and insignia will not be amortised, but will be
tested annually for impairment, and more frequently whenever there is an indication that
the asset may be impaired

2.3.5 Amortisation

Amortisation is calculated over the cost of the asset, or other amount substituted for cost,
less its residual value. Amortisation is recognised in surplus or deficit on a straight-line
basis over the estimated useful lives of intangible assets, from the date that they are
available for use, since this most closely reflects the expected patterns of consumption of
the future economic benefits or service potential embodied in the asset.

The useful life of the intangible assets is assessed as either finite or indefinite. Intangible
assets with a finite life are amortised over their useful life as follows:

Class of intangible assets Life span

Internally generated computer software | 10 years

Software licenses 5 years or the duration of the contract, up to a
K maximum of 10 years.

Copy right and Trade Mark Indefinite

3.3.6. The amortisation period and the amortisation method, for an intangible asset with a finite
useful life, are reviewed at the end of each reporting period. Changes in the expected
useful life or the expected pattern of consumption of future economic benefits embodied
in the asset are considered to modify the amortisation period or method, as appropriate.
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~ Intangible assets with a finite useful life are assessed for impairment whenever there is an
indication that the asset may be impaired.

- — 237 Desrecognition —
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2.3.8.

the difference between the net disposal proceeds and the carrying amount of the asset
and are recognised in surplus or deficit when the asset is de-recognised.

Donated Right to Use
Land, buildings, infrastructure assets, machinery and equipment are sometimes granted

- to the Secretariat, primarily by host Governments at nil or nominal cost, through donated

2.4,

2.4.1.

2.4.2,

right-to-use arrangements. These arrangements are accounted for as operating leases or
finance leases depending on whether the agreement indicates that control over the
underlying assets is transferred to the Secretariat.

Where a donated right-to-use arrangement is treated as an operating lease, an expense
and corresponding revenue equal to an imputed annual rental value of the asset or similar
property are recognized in the financial statements. Where a donated right-to-use
arrangement is treated as a finance lease, the fair market value of the property is
capitalized and depreciated over the shorter of the useful life of the property or the term
of the arrangement. In addition; a liability for the same amount is recognized, which is
progressively recognized as revenue over the lease term. Donated right-to-use land
arrangements are accounted for as operating leases where the Secretariat does hot have
exclusive control over the land and/or title to the land is transferred under restricted deeds.
Where title to land is transferred to the Secretariat without restrictions, the land is
accounted for as donated property, plant and equipment and recognized at fair value at
the acquisition date.

Revenue Recognition
Revenue from non-exchange transactions

Revenue from non-exchange transactions is measured at fair value and recognised on
obtaining control of the asset (cash, goods, services and property plant and equipment)
if the transfer is free from conditions and it is probable that the economic benefits or
service potential related to the asset will flow to the Secretariat and can be measured
reliably.

Contributions from the Member States
Contributions from the Member States are recognised based on the following:

i) Annual Member States contributions are assessed under the provisions of the Treaty,
as amended, in Article 28(2) based on a formula approved by Council. These are
recorded as receivables and recognized as revenue after the approval of the annual
budget by the Council. These are not returnable to the contributing Member States.
The collection is enforced by the application of sanctions under Article 33 of the
Treaty;
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ii) Contributions received from the Member States, as Special Funds, other than annual
Member States Contributions, are recorded as liabilities. These are transferred and 4
recognized as revenue in a statement of financial_performance when_candmons_—__

- Imposed on the special fund are met. When conditions are not met, the contributing - =~ .~ .
Member States are engaged; and ; ; ;

iif) In the event that the Council waives the conditions applicable to a Special Fund, the
Secretariat recognizes the contributions received as revenue in a statement of -
financial performance. During a financial year, these contributions will form part of a
surplus and or reduce a deficit, if not utilized.

2.4.3. Contributions from International Cooperating Partners(ICPs)

In accordance with provisions under Article 25 of the Treaty, SADC mobilizes resources
from non-members for the implementation of interventions. The Executive Secretary,
being the Chief Executive officer of SADC and Head of the Secretariat as designated in
Article 3 and Article 14(2) respectively of the Treaty, signs resource mobilisation
agreements providing financial, technical and material resources to SADC.

These resources may be executed by SADC Institutions established under Article 9 of
the Treaty. Resources that are executed by the Secretariat are managed by the Executive
Secretary. Pursuant to Article 15(1)(g), the Executive Secretary is the Accountmg Officer
on resources executed by the Secretariat.

Entities established at the level of Member States and or Regional level may in some
cases be designated as executing authorities by SADC. As the Executive Secretary is not
the Accounting Officer of such entities, agreements providing for financial, technical and
material resources establish accounting officers on such resources to ensure
accountability. These resources if channelled directly by the ICPs to those institutions are
not included in the financial statements of the Secretariat.

Under the Windhoek Declaration of April 2006 on aid effectiveness, it is now the norm for
SADC to forge its own strategies (ownership); for ICPs to support these strategies

(alignment) and work to streamline their efforts and base delivery of aid on the
Secretariat’s own systems and processes (harmonisation); for development policies to be
directed to achieving clear goals and for progress towards these goals to be monitored
(results); and for development partners and SADC alike to be jointly responsible for
achieving these goals (mutual accountability).

In compliance with the objectives of the Declaration, SADC and some of its ICPs have
signed contribution agreements. Under this framework and within the specified legal
framework, ICPs delegate the management of resources to SADC, the management of
the resources based on the Secretariat own regulations, standing orders and rules. An
agreed administrative overhead rate is charged on the eligible expenditure towards
institutional indirect costs.

The Secretariat has determined that Members’ contributions and contributions from ICPs
are non-exchange transactions in terms of IPSAS 23. Revenue from Non-exchange
transactions are utilised to fund the operations of the Secretariat in accordance with budget
approval requirements.
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assurance that the Secretanat wm comply wnth the condmons attached to them and
the contributions will be received.

(i) Generally, such revenue is matched against the expenditure, as this is when the
conditions of the grant are fulfilled. Expenditure not complying with requirements and
or exceeding available resources under contractual instruments is not charged
against anICP. A system is in place to ensure that mandatory accounting and financial
reporting requirements on contributions are complied with. The system provides for
the following:

a) Grants are initially recorded on the statement of financial position of the
Secretariat as deferred revenue and recognised as revenue when the related
conditions of the grant have been fulfilled;

b) Grants relating to the acquisition of fixed assets managed by the Secretariat are
recognised in the statement of financial performance as revenue when conditions
related to the grant have been met.

c) Disbursements of funds to the beneficiary by the Secretariat are treated as
advances and recorded as receivables until justifications/ a satisfactory
expenditure report is received.

(i) Funds receivable on contribution agreements with ICPs towards institutional
overheads are:

a) Provided for as a charge against the grant on an accrual basis: and
b) Recognized as exchange revenue, on an accruals basis.

2.4.4. Revenue from exchange transactions

The Secretariat obtains additional revenue categorised as exchange transactions from
the following sources;

i) Charge for use of institutional property
i) Sale of assets; and
i) Interest received.

The Secretariat will only recognise revenue where it is acting as a principal and has
exposure to the significant risks and rewards associated with the sale of goods or the
rendering of services. Where SADC Secretariat acts as an agent, any amount collected
on behalf of the principal will not be recognised as revenue.
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Interest income is recognised as interest accrued using the effective interest method,
which is the rate that exactly discounts estimated future cash receipts through the
expected life of the financial instrument to its net carrying value

2.5,

'S'eg'nieht fe'portirirgr '

2.6.

2.6.1.

The SADC secretariat does not have clearly identifiable segments as described by IPSAS
18. Management however decided to separately present information on revenues,
expenditures, assets and liabilities funded by the Member States and International
Cooperating Partners (ICP) as a way of enhancing the quality of the information provided
to the Secretariat's stakeholders. This information is presented on the face of the
statement of financial performance, and the statement of financial position, while further
information on ICP funding and expenditures is presented in notes 6, 12, 22, and 26. A
summary of information on both streams of funding is presented in note 35. The
disclosures made on

the various sections of the Financial Statements provide meaningful information to users
of the financial statements on resources received from ICPs, how the resources were
allocated and utilised during the financial year, and the balances of assets and liabilities
at the end of the financial year.

Financial instruments
Financial assets
Initial recognition and measurement

Financial assets within the scope of IPSAS 29 Financial Instruments: Recognition and
Measurement are recognised in the financial statements when the entity becomes a party
to the contractual arrangements of the instrument. Upon initial recognition, a financial
asset is classified within financial assets at fair value through a surplus or a deficit, loans
and receivables, held-to-maturity investments or available-for-sale financial assets, as
appropriate.

Upon initial recognition, financial assets are measured at fair value plus directly attributable
transaction cost, unless a financial instrument is classified as a financial asset at fair value
through a surplus or a deficit. Financial assets at fair value through surplus or deficit are
measured at fair value upon initial recognition.

Subsequent measurement

The subsequent measurement of financial assets depends on their classification:

i. Loans and receivables

Loans and receivables are financial assets with fixed or determinable payments that are
not quoted in an active market. Loans and receivables represent amounts due from the
Member States, Development Partners and other providers of goods and services in the

normal course of business. After initial measurement, such financial assets are
subsequently measured at amortized cost, using the effective interest rate method, less

28 |Page




SADC Secretariat
Notes to the Financial Statements for the Year Ended 31 March 2022

impairment. Amortized cost is calculated by taking into account any discount or premium
on acquisition and fees or costs that are an integral part of the effective interest rate.

Losses arising from impairment are recognized in the surplus or deficit

i, _Cash and cas]} equivalents

Cash on hand and in banks and short-term deposits, which are held to maturity are
measured at amortised cost. Cash and cash equivalents are defined as cash on hand,
demand deposits and short term, highly liquid investments readily convertible to cash
and subject to insignificant risk of changes in value.

For the purpose of the statement of cash flows, cash and cash equivalents consist of
cash and cash resources as defined above.

iii. De-recognition

The Secretariat de-recognizes a financial asset or, where applicable a part of a financial
asset or a part of a group of similar financial assets, when:

1. The rights to receive cash flows from the asset have expired or are waived;

2. The Secretariat has transferred its rights to receive cash flows from the asset or has
assumed an obligation to pay the received cash flows in full without material delay to
a third party; and either:

a) The Secretariat has transferred substantially all the risks and rewards of the asset:
or

b) The Secretariat has neither transferred nor retained substantially all the risks and
rewards of the asset but has transferred control of the asset

iv. Impairment of financial assets

The Secretariat assesses at each reporting date, whether there is objective evidence that
a financial asset or a group of financial assets is impaired. A financial asset or a group of
financial assets is deemed to be impaired if, and only if, there is objective evidence of
impairment as a result of one or more events that have occurred after the initial recognition
of the asset (an incurred ‘loss event’) and that loss event has an impact on the estimated
future cash flows of the financial asset or the group of financial assets that can be reliably
estimated. Evidence of impairment may include the following indicators:

a) A group of debtors or debtors are experiencing significant financial difficulty;

b) Default or delinquency in interest or principal payments:

c) Probable that debtors will enter bankruptcy or other financial reorganization; and;
d) Observable data indicate that there is a measurable decrease in the estimated

future cash flows (e.g. changes in arrears or economic conditions that correlate
with defaults).
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v. Financial assets carried at amortized cost

For financial assets carried at amortized cost, the Secretariat first assesses whether

- —-—— —objective-evidence-ofimpairment-exists individually for financial assets that areindividually.

significant, or collectively for financial assets that are hot individually significant. If the
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2.6.2.

assessed financial asset, whether significant or not, it includes the asset in a group of
financial assets with similar credit risk characteristics and collectively assesses them for
impairment. Assets that are individually assessed for impairment and for which an
impairment loss is, or continues to be, recognized are not included in a collective
assessment of impairment.

If there is objective evidence that an impairment loss has been incurred, the amount of
the loss is measured as the difference between the assets carrying amount and the
present value of estimated future cash flows (excluding future expected credit losses that

have not yet been incurred). The present value of the estimated future cash flows is
discounted at the financial asset's original effective interest rate. If a loan has a variable
interest rate, the discount rate for measuring any impairment loss is the current effective
interest rate.

The carrying amount of the asset is reduced through the use of an allowance account and
the amount of the loss is recognized in surplus or deficit. Loans, together with the
associated allowance are written off when there is no realistic prospect of future recovery
and all collateral has been realized or has been transferred to the Secretariat. If in a
subsequent year, the amount of the estimated impairment loss increases or decreases
because of an event occurring after the impairment was recognized, the previously
recognized impairment loss is increased or reduced by adjusting the allowance account.
If a future write-off is later recovered, the recovery is credited to finance costs in surplus
or deficit.

Financial Liabilities

Initial recognition and measurements

Initial recognition measurement:

Financial liabilities within the scope of IPSAS 29 are classified as financial liabilities at fair
value through surplus or deficit or loans and borrowings, as appropriate. The Secretariat
determines the classification of its financial liabilities at initial recognition. All financial
liabilities are recognized initially at fair value and, in the case of loans and borrowings,
plus directly attributable transaction costs. The Secretariat's financial liabilities include
trade and other payables and loans and borrowings.

Subsequent measurement:

The measurement of financial liabilities depends on their classification.

i.  Financial liabilities at fair value through a surplus or a deficit include financial liabilities
held for trading and financial liabilities designated upon initial recognition as at fair
value through surplus or deficit. Financial liabilities are classified as held for trading if
they are acquired for the purpose of selling in the near term. Gains or losses on
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liabilities held for trading are recognized in surplus or deficit.

ii. Loan and borrowings

cost usin ; st-methae e g ;
deficit wher the liabifiti e derecognized as well as through the effective interest

method amortization process. Amortized cost is calculated by taking into account any
discount or premium on acquisition and fees or costs that are an integral part of the
effective interest rate.

iii. De-recognition

A financial liability is derecognized when the obligation under the liability is discharged or
cancelled or expires. When an existing financial liability is replaced by another from the
same lender on substantially different terms or the terms of an existing liability are
substantially modified, such an exchange or modification is treated as a de-recognition of
the original liability and the recognition of a new liability, and the difference in the
respective carrying amounts is recognized in surplus or deficit.

Subsequent measurement
The subsequent measurement of financial liabilities depends on their classification:

i. Loans and borrowing

After initial recognition, interest-bearing loans and borrowings are subsequently
measured at amortized cost using the effective interest rate method. Gains and losses
are recognized in surplus or deficit when the liabilities are derecognized, as well as
through the effective interest rate method amortization process.

Amortized cost is calculated by taking into account any discount or premium on
acquisition and fees or costs that are an integral part of the effective interest rate.

ii. Payables

Payables are classified as loans and borrowing. These are measured at amortised cost in
the statement of financial position.

iii. De-recognition

A financial liability is derecognized when the obligation under the liability is discharged,
cancelled or expires.

iv. Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount reported in the
statement of financial position if, and only if, there is a currently enforceable legal right
to offset the recognized amounts and there is an intention to settle on a net basis or
to realize the assets and settle the liabilities, simultaneously.
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2.7. Provisions

Provisi . . t_obligati legal or-
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are measured at the estimated costs expected to settle the obhgatlon as at the reportlng
date.

Long-term provisions are measured at the present value of weighted average costs
expected to settle the obligation, as at the reporting date. The present value of long-term
provisions is determined using estimated cash flows. The cash flows are discounted at a
current discount rate that reflects the risks specific to the obligation. The unwinding of the
discount is expensed as incurred and recognized in the statement of financial performance
as a finance cost.

2.8. Contingent liabilities

The Secretariat does not recognize a contingent liability but discloses details of any
contingencies in the notes to the financial statements unless the pOSSIbllIty of an outflow
of resources embodying economic benefits or service potential is remote. Contingent
liabilities disclosed are stated at the estimated cost expected to settle the potential
obligation, as at the reporting date.

2.9. Contingent assets

The Secretariat does not recognize a contingent asset but discloses details of a possible
asset whose existence is contingent on the occurrence or non-occurrence of one or more
uncertain future events not wholly within the control of the Secretariat in the notes to the
financial statements. Contingent assets disclosed are stated at the estimated benefit
expected to accrue to the entity as at the reporting date.

Contingent assets are assessed continually to ensure that developments are appropriately
reflected in the financial statements. If it has become virtually certain that an inflow of
economic benefits or service potential will arise and the asset's value can be measured
reliably, the asset and the related revenue are recognized in the financial statements of
the period in which the change occurs.

2.10. Taxation

The current tax charge is not provided for since the Secretariat is exempt from taxes. This
is in accordance with the SADC Protocol on Immunities and Privileges.

2.10.1. Deferred taxation

Deferred income tax has not been provided for as a liability and an asset is not expected
in taxation due to the tax exemption status of the Secretariat.
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2.10.2. Value added tax (VAT)

Value-added taxes on tranmwmﬁemmma&cbmuwwu&—_

Secretariat_Accordingly, expenditure is recorded net of value-added tax_Amounts_owed

by the various tax authorities for payment of VAT are reflected as receivables

2.11.

2.11.1.

Lease

Finance Lease

Finance leases are leases that transfer substantially all the risks and rewards incidental to
ownership of the leased item to the Secretariat. Assets held under a finance lease are
capitalized at the commencement of the lease at the fair value of the leased property or, if
lower, at the present value of the future minimum lease payments. The Secretariat also
recognizes the associated lease liability at the inception of the lease. The liability
recognized is measured at the present value of the future minimum lease payments at
initial recognition.

Lease payments are apportioned between finance charges and reduction of the lease
liability so as to achieve a constant rate of interest on the remaining balance of the liability.
Finance charges are recognized as finance costs in surplus or deficit.

An asset held under a finance lease is depreciated over the useful life of the asset.
However, if there is no reasonable certainty that the Secretariat will obtain ownership of
the asset by the end of the lease term, the asset is depreciated over the shorter of the
estimated useful life of the asset and the lease term. Contingent rentals are recognized
as expenses in the period in which they are incurred. Contingent rentals are computed
as the difference between the fixed minimum lease payments at the commencement of
the lease and the actual minimum lease payment.

2.11.2. Operating lease

2.12.

Operating lease payments are recognized as an expense on a straight-line basis over the
lease term, except where another systematic basis is more representative of the time
pattern in which economic benefits from the leased asset are consumed. Contingent
rentals arising under operating leases are recognized as an expense in the period in
which they are incurred.

The Secretariat included the service element in computing the fair value of the leasehold
building on the inception of the lease from 1 August 2009, and in recognizing the
underlying liability. Subsequently, the liability has been reduced as payments are made
and an imputed finance charge on the liability recognized using the SADC Secretariat
incremental borrowing rate of interest.

Financial risk management

The Secretariat's exposure to financial risks as well as its policies to mitigate those
risks is described below:
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2.12.1.

Exchange rate exposure

__Exposure to foreign currency exchange rate movements-arises-inthe-normal-course-ofthe

secrefarats activities. While this is.subject to-the risk-of foreign-exchange rates-changing:

2.12.2,

2.12.3.

2.13.

2.13.1.

2.13.2.

The closing relevant exchange rates vis-a-vis US Dollar as at 31 March 2022 of
each financial year are as follows:

Currency 31 March 2022 31 March 2021
Botswana Pula 11.6686 11.3766
European Union Euro 0.9422 0.8532
Great Britain Pound 0.8008 0.7281

Interest rate exposure

Exposure to interest rate movements arises in the normal course of the Secretariat's
activities.

The Secretariat does not engage in speculative investment activities.
Credit risk exposure

Exposure to credit risk arises in the normal course of the SADC Secretariat's activities.
The Secretariat attempts to minimise this exposure through utilisation of various collection
instruments.

There is no significant concentration of credit in any instrument.
Employee benefits
Gratuity

The Secretariat does not provide post-employment benefits for its employees other than
Gratuity as specified below.

SADC members of staff earn 25% of their salary as gratuity. This is accrued monthly and
charged against the annual surplus or deficit. The gratuity is invested in interest earning
securities in accordance with regulation 51(2) of the SADC Secretariat Financial
Regulations. The gratuity is paid to the members of staff at the end of the contract of
employment. As such the amounts accrued to this account, approximate the fair value of
the Secretariat's post-employment obligations.

Other employment benefits
The Secretariat has recognized liabilities for the following post-employment benefits,
the value of which is based on the amount payable to each staff member at the
reporting date.
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Accumulated leave: staff members are eligible for 30 days’ annual leave. Annual
leave is a short-term employee benefit, as staff have the right to accumulate unused
annual leave and receive payment in_lieu fhereof_to_the,maximum_gf__ao_daysﬁgn_ﬂw»WA__
separation from service and is treated as a current liabili : e s

Home Leave: internationally recruited staff members are eligible for home leave for
themselves and their dependents being a spouse and up to four dependent children
to the country of their origin every second year.

2.14. Related parties

The Secretariat regards a related party as a person or an entity with the ability to exert
control individually or jointly, or to exercise significant influence over the Secretariat, or
vice versa. Members of key management are also regarded as related parties. Where
transactions are undertaken with related parties and those transactions are not at arm’s
length or not in the ordinary course of business the transactions and resultant balances
are disclosed in the related party note in the financial statements.

2.15. Impairment of non-cash generating assets

The Secretariat has determined that all of its non-financial assets are non-cash-generating
assets and therefore applies the following principles with regards to impairment:

I.  The Secretariat assesses at each reporting date whether there is an indication that a
non-cash-generating asset may be impaired. If any indication exists, or when annual
impairment testing for an asset is required, the Secretariat estimates the asset’s
recoverable amount. An asset's recoverable amount is the higher of the non-cash-
generating asset’s fair value less costs to sell and its value in use.

ii. Where the carrying amount of an asset exceeds its recoverable service amount, the
asset is considered impaired and is written down to its recoverable service amount.

ii.  In assessing value in use, the Secretariat has adopted the depreciation replacement
cost approach. Under this approach, the present value of the remaining service
potential of an asset is determined as the depreciated replacement cost of the asset.
The depreciated replacement cost is measured as the reproduction or replacement
cost of the asset, whichever is lower, less accumulated depreciation calculated on the
basis of such cost, to reflect the already consumed or expired service potential of the
asset.

iv. In determining fair value less costs to sell, the price of the assets in a binding
agreement in an arm's length transaction, adjusted for incremental costs that would be
directly attributed to the disposal of the asset is used. If there is no binding agreement,
but the asset is traded on an active market, fair value less cost to sell is the asset's
market price less cost of disposal. If there is no binding sale agreement or active
market for an asset, the Secretariat determines fair value less cost to sell based on the
best available information.

v. Foreach asset, an assessment is made at each reporting date as to whether there is
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any indication that previously recognized impairment losses may no longer exist or

may have decreased. If such indication exists, the Secretariat estimates the asset's

recoverable service amount. A previously recagnized impairment lossisreversedonly

if_there_has_been_a_change in_the assumptions used_to_determine_the_asset's
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recoverable service amount, nor exceed the carrying amount that would have been

determined, net of depreciation, had no impairment loss been recognized for the asset

in prior years. Such reversal is recognized in surplus or deficit.

3.0.  Significant judgements

The preparation of the Secretariat's financial statements in conformity with IPSAS requires
management to make judgments, estimates and assumptions that affect the reported
amounts of revenues, expenses, assets and liabilities. These are disclosed as contingent
assets and liabilities, at the end of the reporting period. However, uncertainty about these
assumptions and estimates could result in outcomes that require a material adjustment to
the carrying amount of the asset or liability affected in future periods.

3.1. Operating lease commitments

The Secretariat has entered into operating leases allowing the Secretariat to utilise some
properties, plant and equipment. The Secretariat has determined, based on an evaluation
of the terms and conditions of the arrangements, (such as the lease term not constituting
a substantial portion of the economic life of the property, plant and equipment) that it does
not acquire all the significant risks and rewards of ownership of these properties, plant and
equipment and therefore accounts for the contracts as operating lease.

3.2.  Impairment of non-financial assets — non-cash-generating assets

The Secretariat reviews and tests the carrying value of non-cash-generating assets when
events or changes in circumstances suggest that there may be a reduction in the future
service potential that can reasonably be expected to be derived from the asset. Where
indicators of possible impairment are present, the Secretariat undertakes impairment
tests, which require the determination of the fair value of the asset and its recoverable
service amount. The estimation of these inputs into the calculation relies on the use of
estimates and assumptions. Any subsequent changes to the factors supporting these
estimates and assumptions may have an impact on the reported carrying amount of the
related asset.

3.3. Fair value estimation - financial instruments

Where the fair value of financial assets and financial liabilities recorded in the statement
of financial position cannot be derived from active markets, their fair value is determined
using valuation techniques including the discounted cash flow model. The inputs to these
models are taken from observable markets where possible, but where this is not feasible,
judgment is required in establishing fair values. The judgement includes the consideration
of inputs such as liquidity risk, credit risk and volatility. Changes in assumptions about
these factors could affect the reported fair value of financial instruments.
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3.4.

Provisions

available information.

3.5.

3.6.

Provisions are measured at the management's best estimate of the expenditure required
to settle the obligation at the reporting date and are discounted to the present value where
the effect is material.

The estimates are discounted at a discount rate that reflects current market assessments
of the time value of money.

Held-to-maturity investments and loans and receivables

The Secretariat assesses its loans and receivables (including trade receivables) and its
held-to-maturity investments at the end of each reporting period. In determining whether
an impairment loss should be recorded in surplus or deficit, the Secretariat evaluates the
indicators present in the market to determine if those indicators are indicative of
impairment in its loans and receivables or held-to-maturity investments.

Commitments

Commitments are future expenses to be incurred by the Secretariat with respect to open
contracts which the Secretariat has minimal, if any, discretion to avoid in the ordinary
course of operations. Commitments include capital commitments (the amount of contracts
for capital expenses that are not paid or accrued by the reporting date), contracts for the
supply of goods and services that are not delivered as at the end of the reporting period,
non-cancellable minimum lease payments and other non-cancellable commitments.
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4 Member states' contributions 2022 2021
uUsb usD

Angola 3132433 342,58
Botswana 2:112;521 369

Dermocratic Republicof Congo 2,389,072 2,396,818
Eswatini 1,968,716 1,975,099
Lesotho 1,948,833 1,955,151
Madagascar 2,065,043 2,071,738
Malawi 1,994,973 2,001,440
Mauritius 2,068,185 2,074,890
Mozambique 2,075,255 2,081,983
Namibia 2,068,139 2,074,844
Seychelles 104,661 105,000
South Africa 7,683,700 7,708,613
Tanzania 2,523,877 2,532,060
Zambia 2,184,890 2,191,973
Zimbabwe 2,164,834 2,171,852
Member State contribution recognized 38,418,499 38,543,054
Member States special projects (4.1) 17,927,354 6,793,871
Total 56,345,853 45,336,925

Annually, Member States make financial contributions to the Secretariat based upon a formula
approved by council and agreed upon by Summit to meet budgetary resource requirements for the
financial year. The total Member States Contribution of USD 38.4 million (2020/21: USD 38.5 million)
excludes SADC House and HIV/AIDS Trust Fund contributions of USD5.1 million (2020/21 USD5
million) and USD 1.6 million (2020/21: USD 1.6 million) respectively, which are only recognised to
revenue once utilised.

4.1 Member States special projects and other

contributions 2022 2021
usD uUsD
SADC House Project and transfer income 5,131,809 5,007,256
SADC HIV/AIDS Trust Fund 422,202 11,438
Withdrawals From Contingency Fund 119,982 -
International Conference on the Great Lakes Region - 106,754
Madagascar Arrears Recovery 1,668,423 1,668,423
SADC Assistance to Mozambique 9,774,860 -
SADC Regional Logistics Depot Fund 745,296 -
SADC Anti-Corruption Strategic Action Plan 19,527 -
SEOM 5 years Ring Fencing Fund 45,256
Total 17,927,354 6,793,871

Included in Member States special projects contributions are recoveries of previously impaired
receivables from Madagascar. A full list of special funds, inclusive of balances and movements
during the year is presented in Note 24.

38|Page




SADC Secretariat
Notes to the Financial Statements for the Year Ended 31 March 2022

5 Otherincome

2022 2021
USD Usp——————

ponations 99,831 28,950

RECOVEHES Lo SLal COSLS

Direct funding to ICAO 85,726 7,180

Recoveries from Projects 319,966 496,827
Total : 528,648 677,847

Project recoveries relate to the following projects Japanese Project, REPSSI, TADS, ADB
shared water, Norway energy, RVAA and UNDP. These projects ended and the amounts relate
to remnant funds transferred to Member States Funds.

An imputed rental of USD 30,976 has been included in these financial statements for Sebele
offices based on rentals of similar properties within Gaborone. No estimated rentals have been
imputed for Climate Centre offices in Village since the offices are shared with the Government
and rentals for the offices could not be reliably determined.

6 ICPs' contributions 2022 2021
uUsb uUsbD

African Development Bank 788,142 1,098,182
African Union APSA I 365,633 231,302
China 86,500 89,985
European Union 17,985,544 8,431,348
German Technical Cooperation 218,719 512,380
Swedish International Development Agency 504 -
World Bank (DRR Capacity Enhancement) 67,484 1,184,798
Totals 19,612,506 11,547,995

Contributions from International Corporation Partners to the SADC Secretariat are recorded
and recognised in the financial statements as revenue from non-exchange transactions.

7 Commission for overheads /institutional revenue 2022 2021
usb usbD

Institutional revenue 21,353 5,521

7% commission on overheads 558,642 301,077
Total other Income 579,995 306,598

8 Investment revenue 2022 2021
Usb UsD

Interest received 154,406 110,330
Total investment revenue 154,406 110,330
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9 Staff costs 2022 2021
usD usb
Staff Operating Expenditures :
Employee related costs-salaries-and-wages 6,728,620——5,413,596
Saiarieo k k k S—— = ?,??z,?Tfu — 5,;R4,n‘:4
Temporary staff salaries 12,215 16,111
Staff overtime 43,835 12,871
Employee related costs - contributions to pensions
and medical aids 316,001 344,062
Medical aid 191,843 207,977
Group life insurance 124,158 136,085
Other allowances 4,109,510 4,001,920
Assignment allowance 278,098 269,390
Education allowance 457,608 392,028
Entertainment allowance 4,527 4,200
Utility allowance 442,555 386,839
Secondment Allowance 24,674 58,587
Acting allowance 21,121 14,199
Communication and relocation allowances 103,815 111,317
Staff passage 73,198 122,380
Setilement allowance 20,465 30,220
Housing allowance 1,326,265 1,304,473
Contract gratuity 1,357,184 1,308,287
Sub-Total 11,154,131 9,759,578
Staff Costs related to Programme Expenses 2022 2021
usb uUsb
Employee related costs - salaries and wages 5,106,036 4,931,038
Salaries 5,008,148 4,925,004
Temporary staff salaries 7,888 6,034
Contributions to pensions and medical aids 260,534 107,393
Medical aid 246,246 106,060
Group life insurance 14,288 1,333
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Other allowances 5,644,580 4,972,744
Assignme ance 387.200 344-802
s Education-allowance : 741 71 U,bbS
Utility allowance 573,114 523,547
Secondment allowance - 300,898 224,213
Acting allowance : 19,689 1,456
Communication and relocation allowances 151,823 45,451
Staff passage 118,361 195,996
Settlement allowance 31,740 30,220
Housing allowance 1,960,449 1,790,243
Contract gratuity 1,219,365 1,101,958
Sub-total 11,011,150 10,011,175
Employee Costs 22,165,281 19,770,753

Employee costs arise from the application of terms and conditions under which employees
- .are contractually engaged by the SADC Secretariat. The SADC Council of Ministers under
the provisions of the SADC Treaty (Article 2(1)) determines the terms and conditions of
service of the staff of the Institutions of SADC. Under Article 14(5), Council is also
responsible for establishing the structures of the Secretariat and the specifications,
descriptions and grading of the jobs of staff of the Secretariat. In August 2006, Council
approved that the staff benefits stipulated in the Terms and Conditions of Service be

monetized.

10 General expenses 2022 2021
UsD Usb

Administration costs 243,762 549,990
Maintenance and repairs 215,830 190,995
Security 239,189 204,745
Consultancies 1,395,883 1,148,990
Utilities Cost 465,823 300,556
Recruitment Costs 680 194,964
Exhibitions and promotional materials 198,030 39,346
Staff Development and Professional Subscriptions 37,938 11,138
Insurance costs 75,207 149,216
Software licences 238,567 408,264
Vehicle running costs 14,767 15,509
Total general expenses 3,125,676 3,213,713
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