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About the National Audit Office

Mandate

The statutory mandate and responsibilities of the Controller and Auditor-General are provided
for under Article 143 of the Constitution of the United Republic of Tanzania of 1977 and in
Section 10 (1) of the Public Audit Act, Cap 418.

Vision

A credible and modern Supreme Audit Institution with high-quality audit services for
enhancing public confidence.

Mission

To provide high-quality audit services through modernization of functions that enhances
accountability and transparency in the management of public resources.

Motto: “Modernizing External Audit for Stronger Public Confidence”
Core values

In providing quality services, NAO is guided by the following Core Values:

i. Independence and objectivity
ii. Professional competence
fii. Integrity
iv. Creativity and Innovation
V. Results-Oriented
vi. Teamwork Spirit
We do this by:

v" Contributing to better stewardship of public funds by ensuring that our clients are
accountable for the resources entrusted to them;

v" Helping to improve the quality of public services by supporting innovation on the use of
public resources;

v" Providing technical advice to our clients on operational gaps in their operating systems;

Systematically involve our clients in the audit process and audit cycles; and

v' Providing audit staff with adequate working tools and facilities that promote
independence.

(\

© This audit report is intended to be used by PURA and may form part of the annual general
report, which once tabled to National Assembly, becomes a public document; hence, its
distribution may not be limited.

Controller and Auditor General AR/PAD/PURA/2021/22



TABLE OF CONTENTS

FXa L . L Ty O S TTT iii
1.0  INDEPENDENT REPORT OF THE CONTROLLER AND AUDITOR GENERAL .......cccuvvveveennrnnnn.... 1
1.1 REPORT ON THE AUDIT OF FINANCIAL STATEMENTS ......oooieiiiieeieeeeceiiecince e 1
1.2 REPORT ON COMPLIANCE WITH LEGISLATIONS .....ooonriiieeeee ettt e 4
2.0 REPORT BY THOSE CHARGED WITH GOVERNANCE FOR THE YEAR ENDED 30 JUNE 2022 ....... 5
3.0 STATEMENT OF DIRECTORS RESPONSIBILITY FOR THE YEAR ENDED 30 JUNE 2022............ 32
4.0  DECLARATION OF THE HEAD OF FINANCE......cc.ituiiiurieniennernnereereeneeeensennseseesesassencnnes 33
5.0  FINANCIAL STATEMENTS ..couiuiiiiiiniiiniiistueetacenaseneroneesectnnransennssnsssnsensesnsssssasssnsnnnns 34
ii

Controller and Auditor General AR/PAD/PURA/2021/22



Abbreviations
AfDB

BCF
Board
BOT
CAG
IPSAS
ISSAls
LNG
M&P
MMscfd
MoE
NBAA
NHIF
NNGI
PAC
PAET
PSA
PSSSF

African Development Bank

Billion Cubic Feet

Board of Directors of PURA

Bank of Tanzania

Controller and Auditor General

International Public Sector Accounting Standards
International Standard of Supreme Audit Institutions
Liquefied Natural Gas

Maurel et Prom

Million Standard Cubic Feet per Day

Ministry of Energy

National Board of Accountants and Auditors
National Health Insurance Fund

National Natural Gas Infrastructure

Public Accounts Committee

PanAfrican Energy Tanzania

Production Sharing Agreement

Public Service Social Security Fund

Controller and Auditor General

AR/PAD/PURA/2021/22

111



1.0 INDEPENDENT REPORT OF THE CONTROLLER AND AUDITOR GENERAL

Chairman of the Board,

Petroleum Upstream Regulatory Authority (PURA),
P.O. Box 11439,

Dar es Salaam.

1.1 REPORT ON THE AUDIT OF FINANCIAL STATEMENTS
Unqualified Opinion

| have audited the financial statements of Petroleum Upstream Regulatory Authority (PURA),
which comprise the statement of financial position as at 30 June 2022, and the statement of
financial performance, statement of changes in net assets and cash flow statement and the
statement of comparison of budget and actual amounts for the year then ended, as well as the
notes to the financial statements, including a summary of significant accounting policies.

In my opinion, the accompanying financial statements present fairly in all material respects,
the financial position of Petroleum Upstream Regulatory Authority (PURA) as at 30 June 2022,
and its financial performance and its cash flows for the year then ended in accordance with
International Public Sector Accounting Standards (IPSAS) Accrual basis of accounting and the
manner required by the Public Finance Act, Cap. 348.

Basis for Opinion

| conducted my audit in accordance with the International Standards of Supreme Audit
Institutions (ISSAIs). My responsibilities under those standards are further described in the
section below entitled “Responsibilities of the Controller and Auditor General for the Audit of
the Financial Statements”. | am independent of Petroleum Upstream Regulatory Authority
(PURA) in accordance with the International Ethics Standards Board for Accountants’ Code of
Ethics for Professional Accountants (IESBA Code) together with the National Board of
Accountants and Auditors (NBAA) Code of Ethics, and | have fulfilled my other ethical
responsibilities in accordance with these requirements.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis
for my opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, were of most
significance in my audit of the financial statements of the current period. | have determined
that there are no key audit matters to communicate in my report.

Other Information

Management is responsible for the other information. The other information comprises the
report by those charged with governance, statement of director’s responsibility and Declaration

1
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by the Head of Finance but does not include the financial statements and my audit report
thereon which | obtained prior to the date of this auditor’s report.

My opinion on the financial statements does not cover the other information, and | do not
express any form of assurance conclusion thereon.

In connection with my audit of the financial statements, my responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or my knowledge obtained in the audit, or otherwise appears to
be materially misstated.

If, based on the work | have performed on the other information that | obtained prior to the
date of this audit report, | conclude that there is a material misstatement of this other
information, | am required to report that fact. | have nothing to report in this regard.

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

Management is responsible for the preparation and fair presentation of the financial statements
in accordance with IPSAS and for such internal control as management determines is necessary
to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the entity’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 entity or to cease operations or has no realistic alternative but to do so.

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

Responsibilities of the Controller and Auditor General for the Audit of the Financial
Statements

My objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error and to issue an audit
report that includes my 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. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISSAls, | exercise professional judgment and maintain
professional skepticism throughout the audit. | also:

¢ |dentify 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

2
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risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for
my 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;

e 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 entity’s internal control;

o Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management;

¢ Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the entity’s
ability to continue as a going concern. If | conclude that a material uncertainty exists, |
am required to draw attention in my audit report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify my opinion. My
conclusions are based on the audit evidence obtained up to the date of my audit report.
However, future events or conditions may cause the entity to cease to continue as a
going concern; and

e 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.

| 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 | identify during my audit.

I also provide those charged with governance with a statement that | 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 my independence,
and where applicable, related safeguards.

From the matters communicated with those charged with governance, | determine those
matters that were of most significance in the audit of the financial statements of the current
period and are, therefore, the key audit matters. | describe these matters in my audit report
unless law or regulation prectudes public disclosure about the matter or when, in extremely
rare circumstances, | determine that a matter should not be communicated in my report
because the adverse consequences of doing so would reasonably be expected to outweigh the
public interest of such communication.

In addition, Section 10 (2) of the Public Audit Act, Cap 418 requires me to satisfy myself that
the accounts have been prepared in accordance with the appropriate accounting standards.

Controller and Auditor General AR/PA/PURA/2021/22



Further, Section 48(3) of the Public Procurement Act, 2011 requires me to state in my annual
audit report whether or not the audited entity has complied with the procedures prescribed in
the Procurement Act and its Regulations.

1.2 REPORT ON COMPLIANCE WITH LEGISLATIONS
1.2.1 Compliance with the Public Procurement laws
Subject matter: Compliance audit on procurement of works, goods and services

I performed a compliance audit on procurement of works, goods and services in the PURA for
the financial year 2021/22 as per the Public Procurement laws.

Conclusion

Based on the audit work performed, | state that, except for the matter described below,
procurement of works, goods and services of PURA is generally in compliance with the
requirements of the Public Procurement laws.

Un-implemented Annual procurement plan activities worth TZS 242,604,650

Regulation 69(3) of the Public Procurement Regulations, 2013 requires procuring entities to
accurately forecast their requirements for goods, services, and works, taking into account their
annual work plan and estimates. Sub-regulation 5 requires comparing these estimates with
available funds to determine procurement priorities. However, during the financial year
2021/22 13 out of 40 tenders in the annual procurement plan with a total value of TZS
242,604,650 were not implemented.

1.2.2 Compliance with the Budget Act and other Budget Guidelines
Subject matter: Budget formulation and execution

| performed a compliance audit on budget formulation and execution in the PURA for the
financial year 2021/22 as per the Budget Act and other Budget Guidelines.

Conclusion

Based on the audit work performed, | state that Budget formulation and execution of PURA is
generally in compliance with the requirements of the t Act and other Budget Guidelines.

Salhina M. Mkumba
Ag. Controller and Auditor General,

Dodoma, United Republic of Tanzania.
April 2023
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PETROLEUM UPSTREAM REGULATORY AUTHORITY

2.0 REPORT BY THOSE CHARGED WITH GOVERNANCE FOR THE YEAR ENDED 30 JUNE
2022

2.1 PREAMBLE

In compliance with the Tanzania Financial Reporting Standard (TFRS) No. 1 on Report by Those
Charged with Governance issued by the National Board of Accountants and Auditors of Tanzania
(NBAA), the Board of Directors submits the Governance Report and Financial Statements of the
Petroleum Upstream Regulatory Authority (PURA) for the year ended 30 June 2022.

2.2 ESTABLISHMENT OF PURA

PURA was established under Section 11 of the Petroleum Act, 2015 as an upstream regulatory
authority responsible for regulating, monitoring and promoting all petroleum upstream
activities, and to regulating and supervising all Liquefied Natural Gas (LNG) projects. The
Authority became operational in February 2016 with the appointment of the Acting Director
General in January 2017 followed by the appointment of Board of Directors on 26 April 2017.

CORPORATE OUTLOOK
Vision

A world-class petroleum upstream regulator prudently managing the country’s petroleum
resources for the benefit of present and future generations.

Mission

To regulate the upstream petroleum operations in a transparent, effective and efficient
manner and contribute towards improving the socio-economic welfare of Tanzanians.

Core Values

In managing and administering the upstream petroleum subsector, PURA has adopted the
following five (5) core values abbreviated as PATII to define its desired organizational culture:

i. Professionalism
We maintain high level of professional standards and strive for best results in dealing
with our stakeholders by using relevant guiding documents

ii. Accountability
We take responsibility for our actions and decisions.
fii. Transparency

We conduct our undertakings with openness and conscientiousness

iv. Innovation
We strive to set trends and promote creativity by challenging norms for continuous
improvement.
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PETROLEUM UPSTREAM REGULATORY AUTHORITY

v. Integrity
We are honest, fair and sincere to stakeholders and amongst ourselves.

2.3 PRINCIPAL ACTIVITIES

PURA is a regulatory institution and its functions are provided under Section 12 of the Petroleum
Act 2015.

The principal functions of PURA are:
(a) Advising the Minister on:

i) The promotion and bidding process of the production sharing agreements or other
contractual arrangement;

ii) The negotiation of production sharing agreements and other contractual arrangements;
and

iii)The granting, renewing, suspending and cancelling of petroleum exploration licence,
development licence and production permit.

(b) Advising the Government on proposed field development plans, infrastructure
development, tail end plan and decommissioning of installations submitted by a licence
holder.

In additional to the responsibilities conferred above, the Authority is mandated to perform
the following functions:

(a) Conducting or cause to be conducted reconnaissance surveys and evaluating prospectively
of frontier areas;

(b) Monitoring, regulation and supervision of the subsector, including reserve estimation and
measurement of produced petroleum;

(c) Analysing, disseminating and issuing information relating to petroleum industry, including
proposed exploration activities contained in the annual work programme, appraisal
programme and production forecasts submitted by a licence holder;

(d) Reviewing and approving budgets submitted by a licence holder;

(e) Promoting local content including supporting national enterprises and Tanzanians to
participate in the petroleum upstream industry;

(f) Receiving and processing application for granting, renewing, suspending and cancelling of
petroleum exploration licence, development licence and production permit;

Controller and Auditor General AR/PA/PURA/2021/22



PETROLEUM UPSTREAM REGULATORY AUTHORITY

(g) Coordinating and cooperating with other Government institutions, including other
regulatory authorities responsible for monitoring, evaluation and review of petroleum
operations;

(h) Monitoring performance of petroleum projects and programmes;

(i) Monitoring all phases of petroleum discovery, evaluation and delineation, commercial
evaluation of discovery, reservoir performance and production regulation under production
to ensure optimal rates for the discovery, commercialisation and recovery of petroleum
resources using the best available technologies and field practices;

(j) Monitoring and evaluating performance in petroleum activities including investment, cost
of services, regularity of outputs and availability of crude oil and natural gas for domestic

supply;

(k) ensuring compliance by industry players to the provisions of this Act and imposing sanctions
for non-compliance or other violation of regulations, orders, rules or contract terms;

(1) Ascertaining the cost oil and gas due to licence holder and other contractors;

(m) Maintaining continued communication and dialogue with all stakeholders in the industry
including the public to ensure optimal development of the sector;

(n) Facilitating resolution of complaints and disputes;

(o) Managing national exploration and production data base and working diligently towards
declassifying data as it sees fit;

(p) Undertaking administration of Production Sharing Agreement or other contractual
arrangement; and

(q) Making rules and guidelines for the conduct of upstream petroleum operations and other
related matters.

2.4 CORPORATE GOVERNANCE

PURA complies with international standards domestic standards and practices of good
governance. At the top of the organizational structure is the Board of Directors, which is the
Governing Body of PURA. The Board Members take oversight responsibility for PURA including
supervision and administration of assets, identifying key risk areas, monitoring and reviewing
the performance of the Authority’s Plan and Budget, ensuring the existence of a comprehensive
system of internal controls as well as ensuring that there are sound corporate governance
principles.
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PETROLEUM UPSTREAM REGULATORY AUTHORITY

The main duties and responsibilities of the Board of Directors include creating policies and
providing guidance for the efficient administration of the Petroteum Act, 2015. Under section
18(1) of the PA, mandates Board the responsibility for the general directions and supervision of
PURA. The Board delegates the day to day management of the Authority to the Director General
assisted by Senior Management Members.

The Committee’s discharged the following responsibilities for the financial year 2021/22 to
mention few

i)

a)

b)

c)

d)
ii)

a)

The Technical Committee

Considered the Management’s recommendations to issue licences of petroleum
operations such as: the request for an award of Mnazi Bay North Block to TPDC; request
for reinstatement of Tanga Block license; TPDC application for an exploration license
over West Songo Songo Block; and the second extension license on Tanga Block;

Received and reviewed quarterly performance reports of the Management;

Reviewed and provided recommendations to the Board on the Petroleum
(Decommissioning) Regulations; and the Petroleum (Drilling and Production)
Regulations; and

Reviewed the annual work program and budgets submitted by the Operators.
Legal and Corporate Affairs Committee

Reviewed and provided recommendations to the Board on the PURA’s budget for the
financial year 2022/23; and the budget re-allocation for the financial year 2021/22;

Received and reviewed the quarterly performance reports of the Management; and

Reviewed and provided recommendations to the Board on the Petroleum (Upstream)
(Disputes Settlement) rules.

Audit Committee
Reviewed the annual financial statements of the Authority for the year 2020/21;

Reviewed the Management letter issued by CAG and made follow-up on its
implementation status; and

Received and reviewed the quarterly performance reports of the Management including
PSA Audit Reports.
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PETROLEUM UPSTREAM REGULATORY AUTHORITY

2.5 COMPOSITION OF THE BOARD OF DIRECTORS

The Board of Directors of PURA is a governing body consisting of a Chairman who is appointed
by the President of the United Republic of Tanzania and four Non-Executive Directors appointed
by the Minister responsible for Energy. The Director General is appointed by the President and
is the Secretary to the Board.

The Chairman is supposed to serve for five (5) years whereby, one member for five (5) years,
two members for four (4) years and the remaining members for three (3) years. The Chairman
and members of the Board are eligible for reappointment for one further term of three (3)
years. The Chairman of the Board was still in his first term, the remaining four (4) Board
members were serving for their second and last tenure of three years. In the financial year
ended 30 June 2022, the tenure of the Chairman, Prof. Gaspar Mhinzi expired on 21 April 2022.
On 20 May 2022, Mr. Halfani R. Halfani was appointed to be the Chairman of the Board.

2.5.1 BOARD COMPOSITION

For the year ended June 2022, the Board was composed of the following members;

T e X K Date of
S/N | Name Position Qualifications Nationality appointment Age
Doctor of - |
. ) 05 December
| 1. | Prof. Gaspar Mhinzi | Chairman gmlmphy (PhD) | Tanzanian | 2018 to 21 April | 66
egree in 2022 I
| Chemistry | | |
BSc Mathematics, | ' '
. . . | Physics | . '
2. | Mr. Halfani R Halfani | Chairman | MSc .| Tanzanian 20 May 2022 70 |
Geophysics
Vice _| FCPA,  MSc  in
3. | Mrs. Beng’i M. Issa Chai Financial Tanzanian 19 April 2021 56
airperson |
anagement
| CPA, Doctor of
Prof. Josephat D. ‘Philosophy '(PhD) . 3
4. Lotto IMember Degree in Tanzanian 27 April 2022 47
| Finance
FCCA, FCPA, MSc
5, |Mr. Yoma  S.M. | cmber in Financial | Tanzanian | 19 April 2021 | 68
Killagane
Management
. MSc. Water
6. |Eng. : L Member Supply Tanzanian 27 April 2020 47
Masudi : .
Engineering
Eng. Charles J yas Gas
7. S ) : * | Secretary Engineering and | Tanzanian 20 May 2022 48
angweni
Management
9
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2.5.2 BOARD MEETINGS

For the year 2021/22, four (4) ordinary meetings were planned to be conducted. All ordinary
board meetings were conducted as planned and six (6) extra ordinary meetings were conducted.

Table 1: Attendance of Board Members in Board meetings

S/N Member’s name Planned | Ordinary | Ordinary | Extraordin | Extraordinar
ordinary | meeting | Meetings | ary y Meetings
Meeting | held attended | meeting attended
held
1. | Prof, Gaspar Mhinzi - 4 4 3 6 5
Chairman until 21 April |
2022
2. | Mr. Halfani R. Halfani 4 4 1 6 0
3. | Mrs. Beng’i M. Issa 4 4 3 6 4
4. | Prof. Josephat D. Lotto | 4 4 4 6 6
5. | Mr. Yona S.M. Killagane | 4 4 4 6 6
6. Eng. Ramadhani Masudi | 4 4 | 4 6 6
7. | Eng. Charles J. Sangweni ! 4 4 | 4 6 5

2.5.3 BOARD COMMITTEES

For the year ended 30 June 2022, the Board operated effectively with the assistance of its three
Board Committees, namely: Audit Committee; Technical Committee; and Legal and Corporate
Affairs Committee. The composition of Members and responsibilities for each committee are
detailed below:

(a) AUDIT COMMITTEE

S/N | Member’s name Position Qualification
1. Mr. Yona S.M. Killagane Chairman FCCA, FCPA, MSc in  Financial
Management

2. Prof. Josephat D. Lotto Member Doctor of ‘Philosophy (PhD) Degree’ in
Finance, CPA(T)

3. Mr. Herry Kejo Kajato Member Post Graduate in Petroleum Geology and
applied Geophysics

4, Mr. Dismas Alphonce Fuko | Member MSc Finance, FCPA(T), CME

(Until 30t
June, 2022)

|

The responsibilities of the Audit Committee include:

i) To review internal control system, risk management, compliances, and PURA’s
annual budgets and Management's proposals for budget re-allocation;

10
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ii) To review quarterly, semi-annual and annual financial performance review

reports;
To review PURA’s annual reports;
To review PURA’s strategic plans;

iif)
iv)

V) To review internal and external audit plans and reports; and

vi)

To perform such other functions as may be assigned by the Board.

(b) TECHNICAL COMMITTEE
' S/N | Member’s Name Position Qualification

1 Eng. Ramadhani Masudi Chairman MSc. Water Supply Engineering

2. Mr. Yona S.M. Killagane | Member FCCA, FCPA, MSc. in Financial Management
3. | Mr. Abdon David Makishe Co-Opted MSc. in Technology (Applied Geophysics)

Member
4, Mr. Priva Clemence Mramba | Co-Opted MSc. in Energy Studies with specialization in
' [ Member 0il and Gas Economics
|

The responsibilities of the Technical Committee include:

i)

i)

iii)

iv)

petroleum operations;

To consider Management's recommendations on issuance of licences or permits for

To consider and approve Management's recommendations to send various regulatory

tools in respect of the petroleum upstream sub-sectors to stakeholders for

comments;

Upstream sub sector;

To advise the Board on matter related to the orderly functioning of Petroleum

To review on quarterly basis, the implementation status of the Petroleum operations

including LNG operations as delineated in the Annual Action Plan.

(c) LEGAL AND CORPORATE AFFAIRS COMMITTEE
S/N Member’s Name Position Qualification
1. Prof. Josephat D. Lotto Chairman CPA, Doctor of ‘Philosophy (PhD) Degree’
in Finance
2. *Mrs. Beng’i M. Issa Member FCPA, MSc in Financial Management
3. Mr. Yona S.M. Killagane Member FCCA, FCPA, MSc in Financial Management
(Member from 29
April 2022 to 20 May
2022)
4. Mr. Deogratias Laballa Co- Opted Member | Master of Arts in Revenue Law and Tax
Administration

11
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(elected as a
member on 29 April
2022)

5. Mr. Raphael Mgaya Co- Opted Member MSc Finance and Investment, LLM Oil and
(member until 4| Gas Law, MBA Corporate Management, LLM
February 2022) international Development Law and Human
Rights
6. Mr. Goodluck Shirima Co- Opted Member

Bachelor of Laws, LLM in Oil and Gas Law

*

Mrs. Beng’i M. Issa stopped to be a Member of the Committee on 29 April 2022 when she was appointed
to act as a Board Chairman following expiry of the tenure of the former chairman Prof. Gasper Mhinzi on 21
April 2022, She resumed being a Member of the Committee on 20 May 2022 after the appointment of the
new Board Chairman.

The responsibilities of the Legal and Corporate Affairs Committee include:

vi)
vii)

To review recommendations made by the Management in respect of disputes in
petroleum operations;

documents;

To review Human Resources manuals, policies and related documents;
To review Information and Communication Technology manuals, policies and related

To review any other recommendations submitted to the Committee;
To review Management's proposals in respect of employee’s appointment, staff

remuneration, promotions and disciplinary related matters;

2.5.4 COMMITTEE MEETINGS

To review any cross-cutting matter of a legal and/or corporate nature; and
To perform such other functions as may be assigned by the Board.

For the year ended 30 June 2022, the Committees conducted a total of nineteen (19) meetings,
made up of eight (8) Audit Committee, six (6) Technical Committee, and five (5) Legal and
Corporate Committee meetings. The summary of the meetings is as shown below;

Table 2: Attendance of Committee Members in the Audit Committee meetings

S/N | Member’s name | Planned | Ordinary Ordinary | extraordinary | Extraordinary
ordinary | meeting Meetings | meeting held | Meetings
Meeting | held attended attended
1. | Mr. Yona S.M. 4 4 4 4 4
Killagane
2. | Prof. Josephat 4 4 4 4 4
D. Lotto
3. | Mr. Herry Kejo 4 4 4 4 4
Kajato
4, | Mr. Dismas 4 4 4 4 3
Alphonce Fuko I

12

Controller and Auditor General

AR/PA/PURA/2021/22




PETROLEUM UPSTREAM REGULATORY AUTHORITY

Table 3: Attendance of Committee Members in the Technical Committee meetings

S/N | Member’s name Planned | Actual Ordinary | extraordinary | Extraordinary
ordinary | ordinary | Meetings | meeting held | Meetings
Meeting | meeting | attended attended
held
1. | Eng. Ramadhani 4 3 4 3 3
Masudi _ [
2. [Mr.  Yona @ S.M. 4 3 ' 4 3 3
Killagane |
3. | Mr. Abdon David 4 3 4 3 3
Makishe
4. | Mr. Priva Clemence 4 ' 3 ' 4 3 3
Mramba |
5. | Prof. Josephat Lotto 4 ; 3 4 3 3

Table 4: Attendance of Committee Members in the Legal and Corporate Affairs Committee meetings

I S/N | Member’s name Planned Ordinar | Ordinary | Extraordin | Extraordinar
i ordinary y Meetings | ary y Meetings
Meeting meeting | attended | meeting attended
held held
1 Prof. Josephat D. 4 4 4 1 1
Lotto
2 | Mrs. Beng’i M. Issa 4 4 3 . 1
3 | Mr. Deogratias 4 4 3 1 1
Laballa
4 | Mr. Raphael Mgaya 4 4 3 1 1
5 | Mr. Yona Killagane 4 4 1 1 0
6 | Mr. Godluck Shirima 4 4 1 1 0

2.6 BOARD’S RESPONSIBILITY FOR FINANCIAL REPORTING

The Board is responsible, under the Petroleum Act of 2015, for preparation of Financial
Statements that give a true and fair view of the state of affairs of the Authority at the end of
each financial year. The Board of Directors confirms that applicable accounting policies have
been used and applied consistently, reasonable and prudent judgments and estimates have
been made in the preparation of the Financial Statements for the year ended 30 June 2022. It
is also confirmed that the International Public Sector Accounting Standards (IPSAS) accrual basis
have been followed, in conformity with the Public Finance Act, Cap. 348 [R.E. 2020]. The
PURA’s Board is responsible for keeping proper accounting records, safeguarding the Assets of
the Authority and designing, implementing and maintaining internal controls relevant to the
preparation and presentation of the financial statements that are free from material
misstatement caused by error, fraud or other irregularities.

13
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2.7 RESOURCES AND STRENGTH

PURA has well trained and capable employees to implement its mandates as provided under
the Petroleum Act, 2015. The resources and strengths that facilitated the PURA’s endeavour in
achieving its strategic objectives includes human, financial and technological resources.

In terms of human capital, the Authority has well-qualified and committed staff dedicated to a
long-term career in the PURA’s operations. The management maintains a continuous training
programmes to its staff to keep abreast with social, economic and development issues around
the world. Likewise, the management adheres to good governance and promotes labour
relations that provides conducive environment to discharge its mandates.

From the financial perspective, PURA enhances its financial sufficiency by improving
management of its resources by ensuring optimal utilization of its financial resources through
prioritization and implementing its activities within the available financial funds. The Authority
is financed through the financial support from Government, donors’ grants and internal sources
of fund.

PURA continued to improve its management of Information Systems by automating its business
processes in areas of finance and accounts, human resources, procurement and records
management as well as in geological data management.

2.8  MANAGEMENT AND ORGANISATION STRUCTURE
2.8.1 Management

According to the Petroleum Act, 2015, the Authority is headed by the Director General who is
an Accounting Officer vested with the overall powers of managing daily activities and reports
directly to the Board of Directors. The Authority’s operations are carried out by the
Management team under the Director General.

The Director General is assisted by two Directorates, six Units and four Sections (Figure 1
refers). The Internal Audit Unit, functionally reports to the Board through the Audit Committee
and administratively to the Director General.
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™
Organisation Structure

Figure 1: Organisation Structure of PURA
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2.8.2 KEY MANAGEMENT PERSONNEL OF THE AUTHORITY

The Management team comprised of:

S/N Name Qualifications/Discipline Position
1. | Eng. Charles J.| MSc. Gas Engineering and | Director General
Sangweni Management
2. | Mr. Danstan M. Asanga | Msc. Petroleum Engineering Director of Technical
Operations
3. | Mr. John N. Kileo Master of Business Administration | Head of Internal Audit Unit
(MBA), CPA (T)
4. | Mr. Charles N. Kangoye | Master of Business Administration | Head of Local Content and
(MBA), CPA (T) Stakeholders Engagement
Unit
5. | Ms. Catherine P. Mihayo | Masters in Qil and Gas Law Head of Legal Services Unit
6. | Mr. Shigela J. Malosha MSc. Petroleum Geosciences Director of Contracting and
Licensing Unit
7. | Ms. Joan A. Karama Master of Business Administration | Head of Procurement
(MBA), CPSP (T) Management Unit
8. | Mr. Simon G. Nkenyeli MSc.  Petroleum  Geosciences | Manager of Exploration and
Engineering Production Section
9. | Mr. Rogasian F. Ngumbi | Bachelor of Commerce, CPA (T) - | Ag. Director of Corporate
(ACPA) Services
10. | Ms. Renatha C. | Msc. Human Resource | Manager of Human Resource
Mpandaguzi Management and Administration Section
11. | Ms. Rahma J. Ali MSc. Petroleum Geophysics Ag. Manager of ICT and Data
Management Section
12. | Ms. Deborah Y. | Master of Business Administration | Ag. Manager of Finance and
Mgombela (MBA), CPA (T) Accounts Section

2.8.3 VACANT KEY MANAGEMENT POSITION

The vacant position for the year under review was the position for the Director of Economic
Analysis and Monitoring Unit. The management is working to fill the vacant position, through
searching for a qualified personnel for the post. However, Head of Internal Audit unit is acting
on the position.
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2.9 PERFORMANCE MEASUREMENTS
2.9.1 STRATEGIES OF THE AUTHORITY

As an upstream regulatory authority responsible for regulating, monitoring and promoting all
petroleum upstream activities, the Authority strategies are specifically focused on enhancing
investment in the upstream petroleum industry; increasing participation of Tanzanians in the
petroleum industry and strengthening compliance with Health and Safety standards in upstream
petroleum activities.

2.9.2 KEY PERFORMANCE INDICATORS (KPlIs)

The Authority apply three criteria for performance indicators such as relevance, measurable,
and validity. Performance indicators clearly need to be measurable, although measurement in
some cases may need to be qualitative. If indicators are to be useful in changing the mix of
activities to achieve the most desirable industry outcomes, then the responsibility for affecting
different indicators and incentives for achieving good performance needs to be established.

a) Input Indicators

Input indicators are used to measure resources needed for a business process or project. They
are necessary for tracking resource efficiency in normal operating activities. The inputs for the
Authority’s activities include the amount of equipment available for supervising petroleum
upstream activities, fund to facilitate regulatory operations and the total full-time equivalent
staff. The volume of input should be adjusted for quality factors such as standard of the
equipment available and capacity building training to staff.

b) Process Indicators

Given the level of input, management and organisational decision will affect how those
resources are used to create different type of processes. A common process indicator for
Authority regulatory activities include KPIs focused around cost-benefit analysis, natural gas
targets identification processes and number of person of surveillance undertaken.

c) Output Indicators

Output indicators measure the success or failure of the process. This involves the intermediate
results of the Authority activities. The successful supervision of upstream petroleum operations
will result in equitable distribution of profit and fiscal terms of the country enhanced in terms
of royalty and taxes from the natural gas investments.
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PETROLEUM UPSTREAM REGULATORY AUTHORITY

In the financial year (FY) 2021/22, PURA Management accomplished some of its goals as
provided in its Annual Plan and Budget, which were derived from the Strategic Plan. Key planned
activities and achievements during the financial year 2021/22 are as elaborated hereunder:

S/N Planned Achievement Remarks
activities

1. To provide | » The Government through the Ministry of
advice to the| Energy granted the Second Extension | PURA advised the Minister on
Minister on| Period of three (3) years for the | several petroleum operational
matters Exploration Licence to Afren Tanzania | matters.
relating to all | Ltd over the Tanga Block PSA.
operating PSAs.

e Moreover, a two (2) years extension
period on the initial Exploration period
for Kilosa-Kilombero PSA block was
granted by the Government.PURA
provided advice in the process of granting
the licences.

2. To conduct | Eleven (11) field monitoring visits were | The planned activity was
fourteen  (14) | conducted to Mnazi Bay gas field and nine | monitored and implemented.
field visits to | (9) field monitoring visit to Songo Songo
the petroleum | producing field making a total of twenty

| producing fields | (20) field monitoring in the financial year

2021/22 as compared to Sixteen (16) field

monitoring that were conducted in

2020/21.

3 | To participate | PURA participated in monitoring the | The planned activity was
in three (3) | following exploration operations; monitored and implemented.
petroleum
exploration s 3D seismic acquisition in Ruvu

| operations Block
|' including
I drilling and » 3D Seismic acquisition in Ruvuma
seismic Block
acquisition.
e Verified raw and processed 3D
seismic data submitted by Dodsal
using BGP’s facilities.

4 To organise and | Pre and Annual Work Program; and Budget | -The AWPB meeting for Nyuni PSA
conduct Pre | (AWPB) for nine (9) PSAs out of ten (10) | was not conducted due to
and Annual | were reviewed and approved. pending licence extension.

Work Program

and Budget | One (1) reconnaissance Work Program and | -The improved detailed AWPB
Committee Budget for Mnazi bay North was also | submission template was
Meetings reviewed and approved. ' prepared to be used by I0Cs.
(AWPBMs)

5 To prepare | » Conducted Quality Control for seismic | Continued with Data transfer
licensing terms data, gravity and magnetic, and well | from TPDC to PURA.
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S/N Planned Achievement Remarks
activities
and data data for offshore Blocks. The GIS data
packages packages were prepared.

e Two (2) ICT and Data Management
Technical Committee Meetings were
conducted.

= Conducted one (1) ICT and Data
Management Steering Committee
meeting.

6 | Establishment In implementing this activity, the | The establishment of Petroteum
of  Petroleum | followings were conducted: data base and ICT systems is in
Database and e Procured furniture for data room | final stages.

ICT systems through AfDB project.
e Procured UPS for the Data and Server
Room.
s  Procured accessories and
communication facilities for internet
connection for Dodoma office.

7 To facilitate | PURA completed development of the | PURA has started registering
establishment Common Qualification System (CQS) and | Local suppliers and Professionals
of Common | put the system in use. in the Data base
Qualification
System  (CQS)
by June 2022

8 To  facilitate | « The periodic financial performance | e Reports were submitted to
preparation of reports, Annual financial statements the Government as
financial and for FY 2020/21 were prepared and required.

Audit  report, submitted.
| remittance of o Issues related to the
| audit fees and | o« PURA’s  contribution to  the petroleum upstream |
contribution to Government Consolidated Fund was operations were |
the GVT and; timely remitted. successfully addressed |
coordinate and during parliamentary |
participate in| « PURA participated in all parliamentary committee meetings.
parliamentary committee meetings.

committee

meetings

9 To recruit 14 | Ten (10) job vacancies were advertised The interviews and new staff
PURA staff placement will be completed in

2022/23 financial year.

10 To conduct | One seminar on HIV AIDS, and non- | The activity was implemented as
seminars on HIV | communicable diseases as well as one | planned
AIDS and non- | seminar on Anti-corruption issues and good
communicable | Governance were conducted to staff.
diseases  and
sensitisation
seminar on
corruption
issues and good

| Governance

11 To conduct | In 2021/22, 59 staff were enhanced with | The activity was performed as

capacity relevant managerial and operational | planned
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S/N Planned Achievement Remarks
activities
building for | competencies within and outside the
PURA staff country compared to 46 staff trained in
| | 2020/21.

2.9.4 KEY CHALLENGES

The Authority faced a number of challenges that affects implementation of its planned
activities. During the year 2021/2022 the main challenges were; slow pace of approval of PURA’s
operationalization instruments such i.e regulations, slow down I0C’s operations due to COVID-
19, lack of permanent sufficient office building, and insufficient funds to facilitate operations
effectively.

2.9.5 THE WAY FORWARD

The Authority continued to make close follow-up on securing a permanent office building and
other means of financing its operations effectively.

2.10 ENVIRONMENTAL MATTERS

PURA continued to comply with the National Environment Management Council (NEMC) in
supervising upstream petroleum operations in the areas of exploration, development and
production. Environmental issues were given the priority and robust precautionary measures
were taken and put in place to ensure good international and local practices are observed.

2.11 EMPLOYEES’ WELFARE

2.11.1 Employment Policy

PURA is an equal opportunity employer. It does not discriminate employees in respect of
gender, religion, race, disability, age or marital status. PURA recognizes the need for ensuring
fair employment practices in recruitment and selection, and the retention, learning and career
development of staff. The recruitment process is transparent, non-discriminatory and open to
all Tanzanians who are eligible and qualified. Also, PURA fills vacant positions through
government transfer of staff from other government institutions after the approval of the
President’s Office Public Service Management and Good Governance.

For the year ended 30 June 2022, the actual humber of staff was 59, and three staff seconded
from Jeshi la Kujenga Taifa (JKT). During the year 2021/22, three employees left PURA for
various reasons one staff passed away and two staff transferred to other government institution.
However, the turnover ratio for the year under review didn’t impact PURA’s operations.
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2.11.2 Management and Employees Relation

There is a continued good relationship among PURA staff, Director General, the Board of
Directors and the Ministry of Energy for the year 2021/22. PURA has a functioning Workers
Council that statutorily meets twice a year to discuss issues on the relationship between
employees and Management. During the year under review, Workers Council met twice in
Morogoro on 15 to 16 October 2021 and 21 to 22 January 2022 to discuss different issues
including; 2022/23 Annual budget and action plan; annual performance report, and employees’
related matters as submitted by the PURA branch of Employees Union (TUGHE).

2.11.3 Capacity Building

In the financial year 2021/22, the Authority trained 59 staff under short term training in various
disciplines, as compared to 46 staff in year 2020/21. In addition, Board members were trained
in various areas such as; petroleum operations, corporate governance, and normal operations.

2.11.4 Employees Benefit Plan

The Government pays directly employers’ contributions to the administered Pension Fund,
Public Service Social Security Fund (PSSSF) on a mandatory basis, which qualifies it to be a
defined contribution plan.

2.11.5 Medical Assistance

All employees along with their spouses and maximum of 4 children (dependents) are covered
under the National Health Insurance Fund (NHIF). However, PURA refunds for medical expenses
not covered by NHIF to its employees. In the financial year 2021/22 the Authority incurred TZS
40,471,000 with respect to medical expenses on its staff.

2.12 OCCUPATIONAL SAFETY AND HEALTH

PURA complies with the requirements of the Occupational Safety and Health Authority (OSHA)
to ensure the creation and maintenance of an ideal working environment for its staff, which
are free from occupational hazards that may cause injuries or illness in the working
environment. The Authority is continuing looking for a better re-allocated office premises to
enhance more safety of its employees.

2.13 GENDER POLICY AND PARITY

PURA being an equal opportunity employer, encourages gender parity. In the year 2021/22,
PURA had fifty-nine (59) employees consist of thirty-six (36) males equivalent to 62% and
twenty-three (23) females equivalent to 38% while in year 2020/21 thirty-one (31) staff were
males and twenty (20) were female staff. PURA treats its workforce fairly regardless of gender
or sex. Furthermore, initiative in line with Government policy, guidelines and circulars to
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empower women were undertaken including giving opportunities for females to act for higher
positions and supporting PURA women’s desk.

2.14 HIV/AIDS POLICY

PURA’s HIV/AIDS policy focuses on creating staff awareness on HIV/AIDS among staff members
by providing them with updated information on HIV/AIDS, with emphasis on the preventive
strategies and education against the pandemic. Also, PURA sets aside fund for caring infected
staff.

Further the PURA’s policy aligned to the National Policy on HIV/AIDS and guidelines issued by
President Office - Public Service Management and Good Governance - Diversity Management
Department. Staff are encouraged to volunteer in HIV/AIDS testing, practice safe sex, abstain
and be faithful to one partner.

2.15 ICT INITIATIVES

PURA recognizes the role of ICT in fulfilling many components of its vision and mission. Thus,
for the year 2021/22, PURA adopted electronic Management System (e-office) from e-
Government Authority (eGA) that manages document filing and payment support. Further,
different ICT guiding tools including ICT security policy and Disaster Recovery Plan were created
to assist the day to day ICT activities. The Authority continued to establish petroleum
management data room by increasing relevant tools and equipment.

2.16 ANTI-CORRUPTION MEASURES

PURA implements zero-tolerance policy with respect to corruption matters. During the year
under review, 50 PURA staff participated in training conducted by PCCB (Prevention and
Combating of Corruption Bureau) in Morogoro NCMC, 18 to 19 June 2022. The seminar aimed at
creating awareness on corruption matters.

2.17 PETROLEUM OPERATIONS

Among roles and responsibilities of PURA are to monitor performance of petroleum projects
and operations, this mandate is provided under Section 12 (2) (h) of the Petroleum Act 2015.
This goes together with sub-section 2(j), in which PURA has been mandated with responsibility
of monitoring and evaluating performance in petroleum activities including investment, cost of
services, regularity of outputs and availability of crude oil and natural gas for domestic supply.
The petroleum operations in the country are conducted in Blocks, where in each Block there is
a designated operator who undertakes petroleum operations on behalf of other partners (if any)
as stipulate in the respective production sharing agreement (PSA).

As of 30 June 2022, the total number of operating PSAs in the country were eleven (11) whereby,
three (3) were in production stage and the remained eight (8) were in exploration stage. Among
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the producing fields, Kiliwani North gas field was suspended due to technical challenges and
however, remedial considerations are underway. Operational status in each individual license
is as shown in the table 5.

Table 5: Licenses Operational Status as of June 2022

S/N | PSA Date of Operator & Partners Operational Status
Commencement
1. Block 1 29 Oct 2005 Shell (Operator), Ophir Energy, | Pre-development
(Offshore) Pavilion and TPDC
2. Block 2 18 April 2007 Equinor Tanzania AS (Operator), | Pre-development
(Offshore) Exxon Mobil and TPDC
3. | Block 4 19 June 2006 Shell (Operator), Ophir Energy, | Pre-development
(Offshore) Pavillion and TPDC
4. Nyuni Area 27 October 2011 Ndovu Resources Ltd | Exploration in  first
(Onshore) (Operator), Bounty Oil & Gas | extension period
and TPDC
5. Ruvuma 29 October 2005 ARA Petroleum Tanzania Ltd | Pre-development
(Onshore) {Operator), Ndovu Resources
Ltd, Solo and TPDC
6. Ruvu Block 24 October 2007 Dodsal Hydrocarbon and Power | Exploration in second
(Onshore) (Tanzania) Pvt Limited | extension period
(Operator) and TPDC
7. Kilosa 20 February 2012 | Swala (Operator), TATA | Exploration in initial
Kilombero Petrodyne and TPDC exploration period
{Onshore)
8. Mnazi Bay 18 May 2004 ME&P Exploration and Production | Producing
(Onshore) TZ Ltd (Operator), Wentworth
and TPDC
9. Songo songo 11 October 2001 PanAfrican Energy Tanzania Ltd | Producing
(Onshore) {Operator) and TPDC
10. | Nyuni- 25 March 1999 Ndovu Resources Ltd | Suspended production,
Kiliwani (Operator), RAK Gas, Solo, | under remedial
North Bounty Qil & Gas and TPDC operations
(Onshore)
11. | Tanga Block | 20 June 2006 Afren Tanzania Limited Exploration in second
extension period

2.17.1Petroleum Resources Information

Tanzania has discovered Gas Initially in Place (GIIP) of about 57.54 trillion cubic feet (TCF), out
of which 47.13 TCF is offshore discovery and 10.41 TCF is onshore discovery. As of 30 June
2022, offshore discoveries have not yet been proven waiting for more studies to ascertain the
reserve content and best way of extracting the resource. Highlight of onshore and offshore gas
discoveries with their respective GIIP.
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Onshore and Shelf

Ruvu 2016
Mkuranga

217 TCF)
007 (0.2 TCF)

Songo Songol1974 (2.5 TCF)

Kiliwwani 2008 (0.07 TCF)
Mnazi Bay 1982 (S TCF)
Ntorya 2012 (0.466 TCF)

TJotal Onshore= 10.4191 TCF

TOTAL GIIP (JUNE, 2022)

57.54 TCF

2.17.2Gas Production Operations

OoOffshore

(2010—2018)

47.13 TCF

Onshore natural gas discoveries have been proven to contain reserve (2P) amounting to 1.84
TCF, which includes Songo Songo (1344 BCF), Kiliwani (27 BCF) and Mnazi Bay (469 BCF). In
financial year 2021/22 both producing fields delivered natural gas amounting to 72.90 BCF
compared to 60.87 BCF of 2020/21. The increase in production, was realized due to the increase
in demand triggered by Government industrialization initiatives. The two producing gas fields
are expected to remain fully operational, with their aggregated gross production remaining
unchanged at 180-200 MMscfd. The estimated number of years for the two producing fields, if
natural gas production and consumption remain as they are, will be more than 13 years and 14
years for the case of Mnazi Bay and Songo Songo respectively. Summary of onshore natural gas

proven reserve and the projected life span of gas producing fields is as indicated in table 6.

Table 6: Onshore natural gas proven reserve and projected life span of gas fields 2020/21

Total Gas

2P  Reserve | Annual Gas | Produced Estimated no

Estimate Production until June | of years
Field (BCF) (BCF) 2021 (BCF) | remaining End of life
Mnazi Bay 468.90 24.01 172.48 13.77 | March 2035
Songo Songo 1,344.00 33.14 510.07 26.40 | October 2047
Kiliwani 27.00 6.54 Suspended
TOTAL 1,839.90 57.15 689.09 |

Source: Independent Reserves Evaluation Report,2020

Table 7: Onshore natural gas proven reserve and projected life span of gas fields 2021/22

Total Gas
2P  Reserve | Annual Gas | Produced Estimated #
Estimate Production until June | of years
Field {BCF) (BCF) 2022 (BCF) | remaining End of life
Mnazi Bay 618.38 31.951 204.431 12.96 | March 2035
Songo Songo 1041.20 40.945 488.20 13.50 | October 2036
Kiliwani 27.00 6.54 Suspended
TOTAL 1686.50 72.896 699.171 |
Source: Independent Reserves Evaluation Report,2021
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2.17.3 Exploration Operations

In the financial year 2021/22, exploration operations continued in various Blocks. The key
activities conducted during the year include; acquisition of Ruvu Block 3D Seismic data at Ruvu
Block continued since April 2021 whereby, verification of the acquired raw and processed 3D
seismic data was conducted; the operator of Ruvuma PSA (ARA Petroleum Tanzania) contracted
Africa Geophysical Services (AGS) to acquire 3D seismic acquisition; and the operator of Songo
Songo block (Pan African Energy Tanzania) together with the licence holder (TPDC) submitted
a request to the Authority for the contract award approval to AGS as a contractor, to undertake
3D seismic acquisition. The Authority reviewed the submission and granted a ‘No Objection’ to
Pan African Energy Tanzania to proceed with the award of the contract to AGS.

2.17.4 Pre-development Activities

In the financial year 2021/22, Block 1, 2 and 4 Operators continued with pre-development
activities of their offshore gas discoveries which are expected to be commercialised through
Liquefied Natural Gas (LNG). The Authority granted a ‘No Objection’ for Block 2 Operator in
collaboration with Block 1 and 4 Operator request to award a contract to Norplan Tanzania
Limited to undertake the identification of authorizations required for development of the
Tanzania gas and LNG project.

2.17.5 Reconnaissance Operations

PURA organized and approved the Pre and Annual Work Program and Budget (AWP&B) for Mnazi
Bay North Reconnaissance permit. During the financial year 2021/22, the licence holder (TPDC)
contracted Amplified Geochemical Imaging (AGI) to acquire surface geochemical data in the
Eyasi-Wembere Block.

2.17.6 Permit and License Applications

In the financial year 2021/22, the Government through the Ministry of Energy granted the
Second Extension Period of three (3) years for the Exploration Licence to Afren Tanzania Ltd
over the Tanga Block PSA. Moreover, a two (2) years extension period on the initial exploration
period for Kilosa-Kilombero PSA Block was granted by the Government.

2.18 ACCOUNTABILITY AND AUDIT

The Authority’s internal control systems have been designed to manage, rather than eliminate,
the risk of failure to achieve business objectives and provide reasonable assurance against
material misstatement or loss. The control environment is strong with a robust organizational
structure, risk identification and evaluation process, information and financial reporting
systems, investment appraisal process, strong internal audit and a robust fraud management
system. A review of the effectiveness of the system of internal controls is delegated and carried
out by the Board Audit Committee.
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The Board Audit Committee is responsible for reviewing the effectiveness of the Authority’s
risk management, internal control systems and operations and monitoring the controls which
are in force to ensure the integrity of the financial information reported to stakeholders.

2.18.1 PSA AUDITS

Under the Petroleum Act (PA), 2015, PURA is mandated to audit all matters relating to
assessment, collection of oil and gas revenue together with costs of exploration, production,
development and sale of oil and gas.

As at 30 June 2022, PURA had engaged on all PSAs audits as planned.

Audits undertaken led to the disallowance of recoverable costs amounting to USD 57,752,603.49
from the PSA cost pool which would have deprived the Government of its share in the
appropriation of profit gas while in the year 2020/21 was USD 2,316,003.67. Cumulative costs
amounting to USD 74,367,607.60 have been disallowed from the PSA Cost pool since PURA took
over the PSA audit engagements. As of June 2022, cumulative exploration costs which are still
in dispute and not yet agreed upon for disallowance by both parties (PURA and I0Cs) amount
to USD 65,011,967.29. However, efforts have been made to sort out with 10Cs. The table below
indicates unadjusted amounts from each block for two years;

Table 7: Unadjusted Costs of 10Cs from PSA Audit

e | 200um2usp |
BLOCK 1 13,356,069.87 11,872,394.51

BLOCK 4 12,458,507.71 10,985,793.66
BLOCK 2 22,661,402.68 15,842,084.99
KILOSA KILOMBERO 96,731.41 96,731.41
RUVU 0.00 0.00
MNAZ| BAY 0.00 4,311,309.09
KILIWANI DEVT. LICENCE 14,096.33 66,032.05
NYUNI 20,147.94 0.00
RUVUMA 320,840.47 307,006.79
SONGOSONGO 13,962,338.40 13,962,338.40
SOUTH RUKWA 2,121,832.48 2,121,832.48
TOTAL 65,011,967.29 59,565,523.38

2.19 LOCAL CONTENT

Among the functions conferred to PURA under the Petroleum Act, 2015 is to promote local
content including supporting National enterprises and Tanzanians to participate in the
petroleum upstream industry. PURA has been monitoring the Implementation of Local Content
as provided for in the Petroleum Act, 2015 and Petroleum (Local Content) Regulations, 2017.
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During the financial year 2021/22, PURA started a preliminary preparation for a baseline survey
aimed at assessing local content capacity and capability. Through this study, PURA will map out
the existing capacity and capability, and therefore be in a position to establish the supply
capacity gap.

PURA also developed a Common Qualification System (CQS), which serves as a sole system for
pre-qualification and registration of suppliers of goods and services in the petroleum industry.
The system is now in use and PURA continued to receive, assess and approve registration
requests sent by local suppliers and professionals wishing to get registered in the CQS for
upstream part in the value chain. In areas where there are petroleum operations, the Authority
experienced remarkable achievement in Local content implementation. The status of
employment in ongoing project operations such as, at Ruvu Block and Songo Songo Block were
60 and 171 locals against 21 and 98 expatriates respectively. The summary of employment
status for the two blocks is as indicated in figure 2.

Number of Expatriates Vs. Local Employees in Ruvu and Songo
Songo Projects

180

160
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Songo Songo Project Ruvuma Project

® Tanzanian Employees ™ Expatriates

Figure 2: Number of Expatriates Vs Local Employees in Ruvu and Songo Songo Blocks

2.20 FUTURE DEVELOPMENT
In the process of making the Authority full operational and financially sound to undertake its

operations, the following future developments are planned:

a. Capacity building to its staff through facilitating them to attend various professional and
technical training;

Construction of Petroleum Data Storage;

Acquisition and installation of data storage facilities;

Transfer of petroleum data from TPDC to PURA; and

Preparation of licensing strategies for future licensing rounds.

mano
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2.21 THE IMPACT OF COVID-19 ON PURA’s OPERATIONS

Coronavirus (COVID-19) is an infectious disease caused by a new disastrous virus. The impact of
COVID-19 has been an evolving situation since late 2019. Since then, both the impact of the
virus and the rapid flow of information on the impact, have been a rolling and indeed a
catastrophe World news. The World Health Organization, declared a global health emergency
in January 2020 and in March 2020 it declared the spread of COVID-19 a global pandemic.

The main sources of Authority’s levies are from exploration and production of petroleum
activities. During the year 2021/22, PURA experienced a mild impact of COVID-19 due to
slowdown of petroleum exploration and production operations. As a result, PURA received few
levies from block operators as well as experienced a slowdown of operational activities by the
[0Cs hence, delayed in the scheduled accomplishment of their activities thus escalates the
operational costs beyond the approved budget.

2.22 FINANCIAL PERFORMANCE REVIEW FOR THE YEAR 2021/22

For the financial year 2021/22, the Authority’s revenue earnings were TZS 5,722,627,678 which
was an increase of 5.05% of the previous year (2020/21) earnings of TZS 5,447,605,555. The
earnings during the year under review comprises of; TZS 4,522,735,147 from regulatory levy,
TZS 1,194,866,531 from annual levy from operators and TZS 5,026,000 other income.

On the part of Revenue from the Government and Donors’ grant a total amount of
TZS 3,301,303,550 was received during the year 2021/22 compared to TZS 7,157,227,201 of
2020/21 which is a decrease of 54%. The decrease was due to the assets received from the
Government through the AfDB loan in year 2020/21 under the institutional support project for
domestic resource mobilization and natural resources governance coordinated by TPDC which
were recognized as revenue.

The total expenditure during the year under review was TZS 9,139,883,197 indicating an increase
of 58% compared to the previous year 2020/21 expenditures of TZS 5,795,603,852 mainly due to
amortization of Intangible Asset and increase in operating cost due to the increase in number of
staff compared to previous year.

2.23 RELATED PARTY TRANSACTION

Related party expenses for the year 2021/22 were TZS 967,506,000 and for the year 2020/21
were TZS 896,186,500. The increase was attributed by two staff who joined PURA in April 2021.
These staff were the Director of Contracting and Licensing and Finance and Accounts Manager
who served the Authority for 12 months in 2021/22 and four months in the previous year.
Further, in the year 2020/21 one Board member’s term expired while in 2021/22 he was
reappointed. Details of related party transactions are contained in the financial statements,
note 21.
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2.24 RELATIONSHIP WITH STAKEHOLDERS

The Authority’s main stakeholders include; Ministry of Energy, Ministry of Finance and Planning,
TPDC, Oil Companies undertaking upstream activities, EWURA, NEEC, OSHA, NEMC, TRA and
other Government Agencies. During the year 2022, the Authority maintained good relationship
with these stakeholders as in the previous year.

2.25 POLITICAL AND CHARITABLE CONTRIBUTION

PURA played a positive role in the community by considering environmental and social impacts
on its operations. During the year 2021/22, the Authority contributed a sum of TZS 2.9 million
to charitable and social communities. In year 2020/21 there were no any political and charitable
contribution made.

2.26 PREJUDICIAL ISSUES

For the last two years, the Board has been liaising with the Government for allocation of
sufficient staff and securing a permanent office building for the fulfilment of Authorities
objectives.

2.27 RISK MANAGEMENT AND INTERNAL CONTROL
2.27.1 Risk management and controls

The Board of Directors assume final responsibility for the risk management and internal control
system of PURA. It is the task of the Management to ensure that adequate internal financial
and operational control systems are developed, improved and maintained on an ongoing basis
in order to provide reasonable assurance regarding effectiveness of risk management, controls
and governance processes.

i. Risk Management

PURA developed a Risk Management Framework that provides practical guidance and
consistent application of risk management practices for identifying, evaluating, managing
and monitoring all significant risks. During the year under review the Risks Register was
updated. Further significant risks identified includes strategic, operational, financial and
regulatory risks.

PURA continues to monitor its exposure to risks by embedding risk management practices
into operations, planning, budgeting and other management practices.

ii. Internatl Controls

PURA has policies, procedures and systems in place that have been designed to provide
reasonable assurance on the integrity and reliability of its financial statements; and to
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adequately protect, verify and maintain accountability for its assets. These internal controls
are implemented by qualified and trained personnel within a system characterized by checks
and balances. The effectiveness of internal controls is monitored by the PURA’s
management, as well as by the Internal Audit Unit. All significant findings are reported to
the Management and Audit Committee of PURA.

PURA and the internal audit unit are not aware of any material breakdown in the functioning
of these internal controls and systems for the period under review.

2.28 CAPITAL STRUCTURE OF PURA

PURA is a Government institution established under Section 11 of the Petroleum Act, 2015 as
an upstream regulatory authority. The capital structure of PURA as at 30 June 2022 was made
up by Accumulated surplus of TZS 7,500,619,423 compared to TZS 7,856,571,392 for the
financial year 2020/21.

2.29 SOLVENCY

Since its establishment, the Authority has managed to finance its operations through sources
specified under the Petroleum Act, 2015. The Directors consider the Authority to be solvent on
the strength of its financial position as at 30 June 2022 as set in these financial statements and
the Notes thereon.

2.30 STATEMENT OF COMPLIANCE

PURA financial statements comply with the International Public Sector Accounting Standards
(IPSAS). The financial statements have been prepared on a going concern basis. Moreover, the
financial Statements have been prepared in accordance with Public Finance Act CAP 348,
[R.E. 2020] Circulars, and Guidelines issued by the Accountant General’s Department.
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AUDIT MANDATE

The Controller and Auditor General (CAG) is the Statutory Auditor of the Petroleum Upstream
Regulatory Authority by virtue of Article 143 of the Constitution of the United Republic of
Tanzania (URT) as amplified in the Public Audit Act, Cap. 418 [R.E. 2021] and Section 232 of
the Petroleum Act, 2015.

By order of the Board

Mr. alfani

Board Ghairman

Director General
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3.0 STATEMENT OF DIRECTORS RESPONSIBILITY FOR THE YEAR ENDED 30 JUNE 2022

The Board of PURA is responsible for preparation of the annual Financial Statements, which
give a true and fair view of the entity’s state of affairs and its operating results in accordance
with International Public Sector Accounting Standards (IPSAS) on Accrual Basis, in conformity
with Section 30(2) & (4) of the Public Finance Act Cap 348 (R.E. 2020) and Section 232(2) of the
Petroleum Act, 2015. This responsibility includes: designing, implementing and maintaining
internal controls relevant to the preparation and presentation of financial statements that are
free from material misstatement, whether on account of fraud or error, selecting and applying
appropriate accounting policies; and making accounting estimates that are reasonable in the
circumstances which provide reasonable assurance that the transactions recorded are within
the statutory authority, and properly record the use of all public financial resources
accordingly.

To the best of our knowledge, the system of internal control has operated adequately
throughout the reporting period, and that the records and underlying accounts provide a
reasonable basis for the preparation of the Financial Statements for the year ended 30 June
2022.

Procurement of goods, works and consultancy; and non-consultancy services to the extent that
they are reflected in these financial statements have been undertaken in accordance with the
Public Procurement Act, 2011 (as amended by Public Procurement (Amendment) Act, 2016) and
its Regulations of 2013 (as amended by Public Procurement Regulations (amendment) Act,
2016).

The Board of PURA accept responsibility for the integrity of these financial statements, the
information they contained and their compliance with the Public Finance Act, Cap 348 (R.E.
2020) and its Regulations; Petroleum Act 2015, International Public Sector Accounting Standards
(IPSAS) Accruals basis; and Guidelines issued by National Board of Accountants and Auditors
(NBAA) and Paymaster General.

In our judgement, nothing has come to the attention of the Management that the financial
statements do not present fairly all material aspect of the operations of PURA and will remain
a going concern for the next twelve months from the date of these statements.

W 24T manh 2023

Mr. Halfani R. Halfani Date

Chairman of the Board
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4.0 DECLARATION OF THE HEAD OF FINANCE

The National Board of Accountants and Auditors (NBAA), according to the power conferred
under the Auditors and Accountants (Registration) Act. No. 33 of 1972, as amended by Act
No. 2 of 1995, requires financial statements to be accompanied with a declaration issued by
the Head of Finance/Accounting responsible for the preparation of Financial Statements of the
entity concerned. It is the duty of a Professional Accountant to assist the Board of Directors to
discharge the responsibility of preparing financial statements of an entity showing true and fair
view of the entity’s position and performance in accordance with applicable International
Public Sector Accounting Standards (IPSAS) Accrual Basis and statutory financial reporting
requirements. Full legal responsibility for the preparation of financial statements rests with the
Board of Directors/Governing Body as under the Directors Responsibility statement on an earlier

page.

| Rogasian Ngumbi, Acting Director of Corporate Services of PURA, hereby acknowledge my
responsibility of ensuring that financial statements for the year ended 30 June 2022 have been
prepared in compliance with applicable accounting standards and statutory requirements.

I thus confirm that, the financial statements give a true and fair view position of PURA as on
that date and that they have been prepared based on properly maintained financial records.

Signed by: ----------£. o L
Position: Acting Director of Corporate Services

NBAA Membership No.: ACPA 1823
Date: My&" Mo (A’ H23
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5.0 FINANCIAL STATEMENTS

5.1  STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2022

Note 2022 2021
TZS TZS

ASSETS Restated
Current Asset
Cash and Cash Equivalents 15 1,764,464,817 1,509,691,499
Receivables 16 2,577,831,701 2,143,935,682
Inventories 17 34,279,036 61,325,380
Prepayments 18 125,600,000 264,551,505
Total Current Asset 4,502,175,554 3,979,504,066
Non-Current Asset
Intangible Assets 9 1,751,648,566 2,806,193,742
Property, Plant and Equipment 7 1,388,138,288 1,215,626,111
Total Non-Current Asset 3,139,786,854 4,021,819,853
TOTAL ASSETS 7,641,962,408 8,001,323,919
LIABILITIES
Payables and Accruals 19 141,342,985 144,752,527
Total Current Liabilities 141,342,985 144,752,527
TOTAL LIABILITIES 141,342,985 144,752,527
Net Assets 7,500,619,423 7,856,571,392
NET ASSETS/EQUITY

Capital Contributed by:
Accumulated Surpluses/Deficits
TOTAL NET ASSETS/EQUITY

7,500,619,423
7,500,619,423

7,856,571,392
7,856,571,392

The accompanying notes on pages 39 to 66 are integral part of these financial statements.

WJ/ e

HalfanT R, Halfani Eng. C#at}l_e/s J. Sangweni
CHAIRMAN DATE DIRECTOR GENERAL

2w March, 2023
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5.2 STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2022

REVENUE

Revenue from Non-Exchange transactions

Own Source

Government Subventions & Donors Grant

Total Revenue

EXPENSES AND TRANSFERS
Expenses
Amortization of Intangible Assets

Wages, Salaries and Employee Benefits

Supplies and Consumables Used
Other Expenses

Maintenance Expenses

Depreciation of Property, Plant, and
Equipment
Total Expenses

Transfer

Grants, subsidies, and other Transfer
payments

Total Transfer

TOTAL EXPENSES AND TRANSFERS

Surplus /Deficit

Notes

8A
8B

10
11
12
13

14

2022
TZS

5,722,627,678
3,301,303,550
9,023,931,228

1,054,545,176
4,380,681,319
2,977,130,920
151,619,214
99,469,599

476,436,969
9,139,883,197

240,000,000

240,000,000

9,379,883,197

(355,951,969)

2021
TZS
Restated

5,447,605,555
7,157,227,201
12,604,832,756

360,608,588
2,936,373,574
1,957,049,890

96,103,310

121,339,045

324,129,445
5,795,603,852

240,000,000

240,000,000

6,035,603,852

6,569,228,904

The accompanying notes on pages 39 to 66 are integral part of these financidl statements.

% gﬁ-;}@&w\

£ p——

2T AMarch,, 2022

Halfani-R—HATanT
CHAIRMAN

Eng. Ci-arHs J. Sangweni
DIRECTOR GENERAL
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5.3  STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2022

Accumulated

Surplus/(Deficit) Total
Adjustments
TZS TZS
Restated
Opening Balance as at 1 July 2021 7,856,571,392  7,856,571,392
Surplus/Deficit for the Year (355,951,969)  (355,951,969)
Closing Balance as at 30 June 2022 7,500,619,423 7,500,619,423
Opening Balance as at 1 July 2020 1,287,342,488 1,287,342,488
Surplus/Deficit for the Year:
Surplus for the Year 2,712,235,854
Restated Deferred Capital Grant as Revenue  3,856,993,050 6,569,228,904 6,569,228,904
Closing Balance as at 30 June 2021 7,856,571,392 7,856,571,392
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5.4 CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2022

CASH FLOW FROM OPERATING ACTIVITIES
RECEIPTS

Revenue from Non - Exchange Transactions
Own Source

Government Subventions & Donors Grant

Total Receipts

PAYMENTS

Wages, Salaries and Employee Benefits
Supplies and Consumables Used
Maintenance Expenses

Other Expenses

Transfer to Treasury Register

Total Payments
NET CASH FLOW FROM OPERATING ACTIVITIES

CASH FLOW FROM INVESTING ACTIVITIES

Investing Activities
Acquisition of Property, Plant and Equipment
Total Investing Activities

NET CASH FLOW USED IN INVESTING
ACTIVITIES

Net increase in cash and cash equivalent

Cash and cash equivalent at beginning of the
period
Cash and cash equivalent at end of the period

Notes

28

29
30
31
32
14

33

2022
TZS

5,282,962,629
1,602,177,830

2021
TZS

4,469,774,975
2,638,052,663

6,885,140,459

7,107,827,638

2,802,249,461
2,909,628,957

2,959,863,597
1,917,270,397

99,503,960 112,290,702
151,750,763 96,103,310
240,000,000 240,000,000

6,203,133,141 5,325,528,006

682,007,318

1,782,299,632

(427,234,000)

(411,685,654)

(427,234,000)

(411,685,654)

(427,234,000)

(411,685,654)

254,773,318
1,509,691,499

1,764,464,817

1,370,613,978
139,077,521

1,509,691,499

The accompanying notes on pages 39 to 66 are integral part of these financial statements.

ML}// ,:L[}ﬂ’ Mo, 203 C g""“]’we“"“
HalfaRTR. Halfani Eng. Clha?[és J. Sangweni
CHAIRMAN DATE DIRECTOR GENERAL
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5.5 STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE YEAR
ENDED 30 JUNE 2022

Original Reallocations/A | Final Budget (B) | Actual Amount | Different
Budget djustments on Comparison | Final Budget

Basis (A) & Actual

(B-A)
TZS TZS TZS TZS TZS
RECEIPTS

Funds Received

4,055,030,998

268,862,268

4,323,893,266

1,602,177,830

2,721,715,436

Other Revenue

5,230,340,246

1,240,829,232

6,471,169,478

5,282,962,629

1,188,206,849

Total Receipts 9,285,371,244 1,509,691,500 10,795,062,744 6,885,140,459 3,909,922,285
PAYMENTS

Grants, Subsidies 300,000,000 (10,000,000) 290,000,000 240,000,000 50,000,000
and Transfer

Payments

Maintenance 119,699,999 69,048,343 188,748,342 99,503,960 89,244,382
Expenses

Other Expenses 165,024,650 19,205,956 184,230,606 151,750,763 32,479,843
Supplies and 3,034,658,482 374,162,931 3,408,821,413 2,909,628,957 499,192,456

Consumables Used

Wages, Salaries 4,969,021,628 150,148,770 5,119,170,398 2,802,249,461 | 2,316,920,937
and Employees
benefits
Acquisition of 696,966,485 907,125,500 1,604,091,985 427,234,000 | 1,176,857,985
Property, Plant
and Equipment
Total Payments 9,285,371,244 1,509,691,500 10,795,062,744 6,630,367,141 4,164,695,603
Net receipts - - 254,773,318 | -254,773,318
W Swﬁ‘ Mdarch, 2033 oS
— -
Halfani R. Halfani Eng. ﬁha‘f‘t’és J. Sangweni
CHAIRMAN DATE DIRECTOR GENERAL
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SIGNIFICANT ACCOUNTING POLICIES AND NOTES TO THE FINANCIAL STATEMENTS FOR THE
YEAR ENDED 30 JUNE 2022

NOTE 1: GENERAL INFORMATION

Establishment of PURA

Petroleum Upstream Regulatory Authority was established by the Petroleum Act, Cap.392. Its
mandate is to regulate and manage petroleum resources and provide advisory services to the
Government and the Minister responsible for petroleum affairs. PURA is located at 6 Floor,
Tanesco building, Samora Avenue in Dar es Salaam.

Reporting Entity

The reporting entity of these financial statements is the Petroleum Upstream Regulatory
Authority under the Ministry of Energy.

Statement of Compliance and Basis of Preparation

PURA financial statements comply with the International Public Sector Accounting Standards
(IPSAS). The financial statements have been prepared on accrual basis and the accounting
policies have been applied consistently throughout the period. Moreover, the financial
Statements have been prepared in accordance with Public Finance Act CAP 348, (R.E. 2020)
Circulars and Guidelines issued by the Accountant General’s Department.

Basis of Measurement

The financial statements have been prepared in accordance to the historical cost and accrual
bases, unless stated otherwise. The measurement bases applied is historical cost adjusted for
revaluation of assets to ascertain the deemed cost. The financial statements are presented in
Tanzania Shillings (TZS) and have been rounded off to the nearest shilling.

Authorization Date

The date of authorization of these financial statements will be the date of signing the
statements by the Board of Directors of PURA and after CAG has tabled its report to the
Parliament.

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The following accounting policies have been applied consistently to both periods presented in
these financial statements.
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a) Revenue recognition

Revenue involves the gross inflows of economic benefits or services potential received and
receivable by the entity, and these benefits can be measured reliably. Revenue is recognized
to the extent that it is probable that the economic benefits will flow to the entity and the
revenue can be reliably measured. Revenue is reduced for estimated customer returns, rebates
and other similar allowances. The revenue of PURA are categorized as revenue from Non-
Exchange Transactions (Levies).

Revenue from Non-Exchange Transactions

These are transactions that are not exchange transactions. In a non-exchange transaction, an
entity either receives value from another entity without directly giving approximately equal
value in exchange, or gives value to another entity without directly receiving approximately
equal value in exchange. Revenue from Non- Exchange Transactions includes Government
subventions and assistance received from the government and other donors. PURA recognized
transfers from donors or other government entities, measured at fair value and recognized on
obtaining control of the asset, if the transfer is free from conditions and it is probable that the
economic benefits or service potential related to the entity and can be measured reliably. PURA
also recognizes revenue from levies periodically and the asset recognition criteria are met.

Recognition

An inflow of resources from a non-exchange transaction recognized as an asset shall be
recognized as revenue, except to the extent that a liability is also recognized in respect of the
same inflow.

Other transfers

Are inflows of future economic benefits or service potential from non-exchange transactions,
other than taxes. For the Authority, Other transfers include fees, fines, penalties, licenses,
gifts, donations (including goods-in-kind), and transfers from other government entities. These
are recognized when it is probable that the future economic benefits or service potential
associated with the asset will flow to the entity; and the fair value of the asset can be measured
reliably.

Services-in-kind are not recognized as revenue, but are disclosed in the Financial Statements.
However, during the year under review there was no such transaction.

b) Foreign Currency Translations
i. Functional and presentation currency

Items included in the financial statements of PURA are measured using the currency of the
primary economic environment in which the Government of Tanzania operates (“the functional
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currency”). These financial statements are presented in Tanzanian Shillings (TZS), which is the
Government’s functional and presentation currency.

ii. Transactions and balances

Foreign currency transactions are translated into Tanzanian Shillings using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation at year-end exchange rates of
monetary assets and liabilities denominated in foreign currencies are recognized in the
statement of financial performance.

c) Cash and cash equivalents

Cash and bank balances in the statement of financial position comprise cash at banks and in
hand and short-term deposits with an original maturity of three months or less, and is measured
at amortized cost. For the cash flow statement, cash and cash equivalents consist of cash and
cash equivalents as defined above, net of outstanding bank overdraft.

d) Inventories

Inventories are assets in the form of materials or supplies to be distributed in the ordinary
course of operations. Inventories are stated at a lower of cost and net realizable value.

e) Significant Accounting Judgments, Estimates and Assumptions

The preparation of the Authority's financial statements requires management to make
judgments, estimates and assumptions that affect the reported amounts of revenues, expenses,
assets and liabilities, and the disclosure of contingent liabilities, at the reporting date.
However, uncertainty about these assumptions and estimates could result in outcomes that
could require a material adjustment to the carrying amount of the asset or liability affected in
the future.

f) Comparable

Where necessary, comparative figures are adjusted or reclassified to conform to changes in the
presentation in the reporting period. There are adjustments and reclassification made in the
current year.

g) Accounting for Leases

Leases of assets under which a significant portion of the risks and rewards of ownership are
effectively retained by the lessor are classified as operating leases. Payments made under
operating leases are charged to Statement of Financial Performance on a straight line basis over
the period of the lease.
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h) Employee benefits
Employee benefits are accounted for as follows:
i. Defined contribution plans

PURA through the government makes statutory contributions to the Public Service Social
Security Funds. PURA obligations in respect of contributions to such funds are 15% of the
employees’ gross emoluments.

Contributions to pension funds are recognized as an expense in the period the employees render
the related services.

ii. Staff Health benefit

The health insurance (Health benefit) was provided to employees to enhance their welfare such
that contributions are made by the employer and employee, each contributing 3% based on the
gross salary of an employee.

i) Property, Plant and Equipment

Property, plant and equipment (PPE) is stated at cost, excluding the costs of day-to-day
servicing, less accumulated depreciation and accumulated impairment in value. Such cost
includes the cost of any replacement parts in accordance with the related recognition criteria.
PURA has adopted straight line method for depreciation of Assets which is allocated
systematically over the useful life of the respective assets as per IPSAS 17, the Government
Asset Guidelines issued on 30 April 2019 and the applicable accounting policies.

An item of PPE is derecognised upon disposal or when no future economic benefits are expected
from its use or disposal. Any gain or loss arising on the de-recognition of asset (calculated as
the difference between the net disposal proceeds and the carrying amount of the assets) is
included in the statement of performance and cash flow statement in the year the asset is
derecognized.

j) Depreciation

PURA adopted straight line method for depreciation of Assets which is allocated systematically
over the useful life of the respective assets as guided under the Government Asset Guideline of
2019 and applicable accounting policies. The depreciable amount of an asset is allocated on a
systematic basis over its estimated useful life.
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Estimated Useful Life (EUL)

Assets ran an economic life peculiar to themselves depending on make, constant handling, and
operational use. Some assets are continued in use much beyond the EUL due to periodical
maintenance and repairs. Assets expected life used by PURA is presented below;

Description Years
Administration assets
Buildings: office 50

Furniture, fixtures, and equipment
Motor vehicles: light duty (below 5 tons)
Computer (Desktops and Laptops)
Intangible asset

w| Al U,

k) Intangible Assets

Intangible assets (consisting of computer software) acquired are initially recognized at cost.
Following initial recognition, intangible assets are carried at cost less any accumulated
amortization and any accumulated impairment losses. Internally generated intangible assets
are not capitalized and expenditure is charged against surplus/deficit in the year in which the
expenditure is incurred.

The useful lives of intangible assets are assessed to be finite. Intangible assets with finite lives
are amortized over the useful economic life and assessed for impairment whenever there is an
indication that the intangible asset may be impaired. The amortization period and the
amortization method for an intangible asset are reviewed at least at each financial year-end.

1) Related Party

PURA 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 Authority. The Board of
Directors and Management personnel together constitute the governing and management of the
Authority respectively.

m) Events after the Reporting date

Events after the reporting period are those events, favourable and unfavourable, that occur
between the end of the reporting period and the date when the financial statements are
authorized for issue. Two types of events can be identified;

e Those that provide evidence of conditions that existed at the end of the reporting period
(adjusting events after the reporting period); and
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¢ Those that are indicative of conditions that arose after the reporting period (non-adjusting
events after the reporting period).

n) Financial Instruments
i. Initial Recognition

PURA recognizes a financial asset or a financial liability in its statement of financial
position when, and only when, PURA becomes a party to the contractual provisions of the
instrument.

ii. Initial Measurement of Financial Assets and Financial Liabilities

A financial asset or financial liability is recognized initially, by measuring its fair value
plus, in the case of a financial asset or financial liability not at fair value through surplus
or deficit, transaction costs that are directly attributable to the acquisition or issue of
the financial asset or financial liability.

iii. Subsequent Measurement of Financial Assets

Financial assets after initial recognition are classified and measured into the following
four categories:

e Financial assets at fair value through surplus or deficit - measured at fair value with
gain or loss recognized to surplus and deficit;

e Held-to-maturity investments - measured at amortized cost using the effective
interest method;

e Loans and receivables - measured at amortized cost using the effective interest
method; and

e Available-for-sale financial assets - measured at fair value with gain or loss recognized
directly in net assets/equity through the statement of changes in net assets/equity.

iv. Subsequent Measurement of Financial Liabilities

After initial recognition, all financial liabilities will be measured at amortized cost using
the effective interest method, except for those categorized as financial liabilities at fair
value through surplus or deficit which shall be measured at fair value with gain or loss
recognized in surplus and deficit.

v. Impairment and Collectability of Financial Assets

At the end of each reporting period an assessment is made on whether there is any
objective evidence that a financial asset or group of financial assets is impaired. If any
such evidence exists an impairment is carried out.
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e For Financial Assets Carried at Amortized Cost that is on loans and receivables or held-
to-maturity investments, the amount of the loss is measured as the difference between
the asset’s carrying amount and the present value of estimated future cash flows
(excluding future credit losses that have not been incurred) discounted at the financial
asset’s original effective interest rate (i.e., the effective interest rate computed at
initial recognition). The carrying amount of the asset shall be reduced either directly
or through use of an allowance account. The amount of the loss shall be recognized in
surplus or deficit

o For Financial Assets Carried at Cost, the amount of the impairment loss is
measured as the difference between the carrying amount of the financial asset
and the present value of estimated future cash flows discounted at the current
market rate of return for a similar financial asset.

e For Available-For-Sale Financial Assets, the cumulative loss that had been
recognized directly in net assets/equity shall be removed from net assets/equity
and recognized in surplus or deficit even though the financial asset has not been
derecognized. Impairment losses recognized in surplus or deficit for an investment
in an equity instrument classified as available for sale shall not be reversed through
surplus or deficit.

vi. De-recognition of financial instruments

Financial asset will be derecognized when, and only when: (a) The contractual rights to
the cash flows from the financial asset expire or are waived; or (b) a financial asset is
transferred in accordance with IPSAS 29. Financial liability (or a part of a financial
liability) shall be removed from its statement of financial position when, and only when,
it is extinguished - i.e., when the obligation specified in the contract is discharged,
waived, cancelled or expires.

o) Provisions, Contingent Liability and Contingent Asset

Provisions are recognized when the authority has a present or constructive obligation as a result
of past events which is probable will result in an outflow of economic benefits that can be
measured reliably.

Contingent liabilities are present obligations that arises from past events, but is not recognized
because it is not probable that an outflow of resources embodying economic benefits or service
potential will be required to settle the obligation; or the amount of the obligation cannot be
measured with sufficient reliability.

A contingent asset is a possible asset that arises from past events, and whose existence will be
confirmed only by the occurrence or non-occurrence of one or more uncertain future events not
wholly within the control of the entity.
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p) Budgetary Information

The budget is prepared on the basis of income and expenditure. The budget is partly approved
through Parliamentary allocation along with that of the Ministry of Energy (MoE) and partly by
the Board of Directors relating to funds raised through own source. Financial statements are
prepared on accrual basis. A reconciliation is made between accrual based financial statements
and budget basis which is on cash basis for comparative purposes. The budget covers operations
of PURA as a separate entity.

The budget covers a period of twelve months from 1 July to 30 June every year. The budget
reallocation within a scope of 7% is approved by the Board of Directors whereas if the
reallocation exceeds 7% it will require the approval of the Treasury Registrar.

NOTE 3: Lease Arrangement

The Authority has no any lease arrangement with building holder (TANESCO) in regard to Dar es
Salaam office. However, the Authority has hired the office in Dodoma at PSSSF building effective
from 1 June 2020. The lease with PSSSF is an operating lease. Rentals payable under operating
leases are charged as an expense to the statement of financial performance on a straight-line
basis over the term of the relevant lease. Contingent rentals arising under operating leases are
recognised as an expense in the period in which they are incurred.

NOTE 4: Capital Commitments

The Authority had capital commitments of TZS 1,220,711,392 for procurement of i{CT Equipment
in the financial year 2021/22 while in financial year 2020/21 was TZS 204,930,499.53

NOTE 5: IPSASs issued but not yet effective

New and amended standards and interpretations issued but not yet effective include:

i) IPSAS 41 - Financial Instruments

IPSAS 41, Financial Instruments, establishes new requirements for classifying, recognizing and
measuring financial instruments to replace those in IPSAS 29, Financial Instruments: Recognition
and measurement an entity shall apply this Standard for annual periods beginning on or after 1
January 2023. Earlier application is permitted. If an entity elects to apply this Standard early,
it must disclose that fact and apply all of the requirements in this Standard at the same time.
PURA has not early adopted the standard. The standard will have significant impact to the
financial statements of the Authority when it comes to expected credit losses provisioning to
students’ loans.
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ii)  IPSAS 42 - Social Benefit

Social benefits are cash transfers provided to specific individuals and/or households who meet
eligibility criteria; mitigate the effect of social risks, and address the needs of society as a
whole. Examples include retirement benefits, unemployment benefits, and child benefits.
Social risks are events or circumstances that relate to the characteristics of individuals and/or
households (for example, age, health, poverty and employment status) and may adversely affect
the welfare of individuals and/or households, either by imposing additional demands on their
resources or by reducing their income. IPSAS 42 prescribes two accounting approaches the
general approach (obligating event approach), and permits in certain cases the insurance
approach. According to the general approach an entity shall recognize a liability for a social
benefit scheme when the entity has a present obligation for an outflow of resources that results
from a past event, and the present obligation can be measured in a way that achieves the
qualitative characteristics and takes account of constraints in the conceptual framework. The
standard shall be effective from 1 January 2023. The standard has no effect to the financial
statements of PURA.

iii) IPSAS 43 - Leases
IPSASB approved IPSAS 43 in December 2021 and was issued in January 2022. It becomes
effective from 1 January 2025. For lessees, IPSAS 43 introduces a right-of-use model that
replaces the risks and rewards incidental to ownership model in IPSAS 13, Leases. For lessors,
IPSAS 43 substantially carries forward the risks and rewards incidental to ownership model in
IPSAS 13. IPSAS 43 may have some impact in the operations of PURA.

iv)  IPSAS 44 - Non-Current Assets Held for Sale and Discontinued Operations

IPSAS 44 was approved by IPSASB in March 2022 and was issued in May 2022. The standard will
be effective from 1 January 2025. The new IPSAS specifies the accounting for assets held for
sale and the presentation and disclosure of discontinued operations. IPSAS 44 includes additional
public sector requirements, in particular, the disclosure of the fair value of assets held for sale
that are measured at their carrying amounts, when the carrying amount is materially lower than
their fair value. The standard may have marginal effect to the financial statements of Authority
when it becomes effective.

NOTE 6: Closing Exchange Rates

All monetary amounts in the financial statements are expressed in Tanzanian Shilling (TZS). The
Tanzanian Shilling closing rate used by PURA for major currencies were presented below;

Currency 30.06.2022 30.06.2021
United States Dollar (USD) Exchange Rates 2,292.73 2,287.50
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PETROLEUM UPSTREAM REGULATORY AUTHORITY

NOTE 8: REVENUE

8A: REVENUE FROM NON-EXCHANGE TRANSACTIONS (OWN SOURCES)

S/N | Description 2022 2021
TZS TZS
1 Service levy on production & exploration 4,522,735,147 5,447,605,555
2 Annual fees from operators 1,194,866,531
3 Other Income 5,026,000 -
TOTAL 5,722,627,678 5,447,605,555

8B: REVENUE FROM THE GOVERNMENT & DONORS’ GRANT

S/N | Description 2022 2021
TZS TZS

Government Subvention (0Q) 1,562,841,150 1,689,558,000

2 Personal Emolument (PE) 1,630,775,450 948,494,663
3 Subvention Non-Monetary -  Revenue (AfDB) 107,686,950 4,519,174,538
TOTAL 3,301,303,550 7,157,227,201

NOTE 9: INTANGIBLE ASSETS

Intangible assets (consisting of Computer software) acquired and measured at cost on initial
recognition. Intangible assets are carried at cost less accumulated amortization and any

accumulated impairment losses.

For the year 2021/22, amortization charge amounting to TZS 1,054,545,176 was recognized in the
statement of financial performance, and the carrying value of intangible assets shown in the
statement of financial position amounting to TZS 1,751,648,566.

Cost
As at 1 July 2021

Add: Acquisition during the year

Less: Disposal/Adjustment during the year

at 30 June 2022
Amortization

As at 1 July 2021

Add: Charge during the year

Less: Disposal/Adjustment during the year

As at 30 June 2022

Net carrying amount as at 30 June 2022

2022

TZS
3,166,802,330

2021

TZS

3,166,802,330

3,166,802,330

3,166,802,330

360,608,588
1,054,545,176

1,415,153,764
1.751,648,566

360,608,588

360,608,588
2,806,193,742
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NOTE 10: WAGES, SALARIES AND EMPLOYEE BENEFITS

Description 2022 2021
TZS TZS
Acting Allowance 68,885,000 78,989,736
Civil Servants 1,629,780,530 948,494,663
Court Attire 3,600,000 2,400,000
Electricity Allowance 227,853,905 60,680,276
Extra-Duty 353,920,000 280,745,000
Food and refreshment 175,864,200 107,221,274
Furniture allowance 18,359,998 -
Hardship allowance - 16,345,000
Honoraria 467,142,200 446,446,597
Housing allowance 95,160,000 89,650,724
Leave Travel 94,247,937 13,133,100
Moving expenses 9,057,900 -
National Health Insurance Fund 40,471,000 -
Sitting Allowance 346,984,649 306,958,479
Subsistence allowance - 12,120,000
Telephone allowance 121,920,000 69,479,225
Transport allowance 642,588,000 400,249,500
Water allowance 84,846,000 103,460,000
Total 4,380,681,319 2,936,373,574
NOTE 11: SUPPLIES AND CONSUMABLE EXPENSES
2022 2021
Description TZS TZS
Advertising and Publication 28,217,000 35,321,550
Air Travel Tickets 148,177,432 89,708,688
Books, Reference and Periodicals 408,000 1,520,750
Computer supplies and Accessories 5,999,000 -
Conference Facilities 64,152,480 55,851,454
Diesel 63,222,520 32,856,772
Electricity 37,486,980 36,811,599
Entertainment 37,310,000 23,700,000
Exhibition, Festivals and Celebrations 33,438,200 20,934,966
Food and Refreshments 127,823,738 115,962,880
Ground Transport (Bus, Train, Water) 89,700,254 107,225,060
Ground travel (bus, railway taxi, etc) 157,526,549 1,800,000
Health Insurance 1,822,678 465,331
Internet and Email connections 14,357,128 9,207,153
Lubricants 140,002 -
Newspapers and Magazines 3,900,000 2,671,350
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Office Consumables (papers, pencils, pens and stationaries) 117,103,714 80,301,582
Outsourcing Costs (includes cleaning and security services) 34,971,800 39,987,800
Per Diem - Domestic 1,580,903,133 1,027,539,464
Per Diem - Foreign 141,120,771 35,561,878
Posts and Telegraphs 1,186,380 49,500
Printing and Photocopy paper 6,786,400 20,977,680
Printing and Photocopying costs 5,816,400
Protective Clothing, footwear and gears 8,493,640 -
Publicity 14,464,000 -
Remuneration of Instructors 5,900,000 26,720,000
Rent - Office Accommodation 40,322,016 39,628,648
Specialised Medical Supplies 2,538,000 400,000
Subscription Fees 46,110,579 2,558,540
Tapes, films and Materials (split) 7,000,000 -
Telephone Charges (Land Lines) 207,661 1,031,391
Training Materials 1,800,000 -
Tuition Fees 144,694,418 133,989,494
Uniforms and Ceremonial Dresses 3,263,547 14,035,360
Visa Application Fees 766,500 231,000
Total 2,977,130,920 1,957,049,890
NOTE 12: OTHER EXPENSES
Description 2022 2021
TZS TZS
Audit fees 56,540,000 54,540,000
Burial expenses 14,665,000 -
Consultancy fees 31,545,763 -
Directors fees 51,000,000 47,000,000
Foreign exchange equalization (2,131,549) (5,436,690)
Total 151,619,214 96,103,310
NOTE 13: MAINTENANCE EXPENSES
Description 2022 2021
TZS TZS
Computers, printers, scanners, and other computer related - 14,238,031
equipment
Etectrical and Other Cabling Materials - 5,316,343
Mechanical, electrical, and electronic spare parts B -
Motor Vehicles and Water Craft 57,040,181 24,952,057
Outsource Maintenance Contract Services 32,030,418 69,659,614
Paint and Weather Protection Coatings - 623,000
Pipes and Fittings 1,200,000 -
Telephones and Office PABX systems - G
Tyres and Batteries 9,199,000 6,550,000
Total 99,469,599 121,339,045
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NOTE 14: TRANSFER PAYMENTS

In the financial year 2021/22, the Authority contributed TZS 240,000,000 to the Government

Consolidation Fund.

NOTE 15: CASH AND CASH EQUIVALENTS

Description 2022 2021
TZS TZS
BoT Own source Collection Account 9,641,621 309,181,409
Deposit General Cash Account 390,000 -
Own source Development Expenditure 1,163,942,132 391,067,178
Own source Recurrent Expenditure GF 148,621,426 9,379,027
Recurrent Expenditure Cash Account 434,471,232 263,915,226
Unapplied Cash Account 1,049,126 4,653,702
USD BOT Collection Account 6,349,280 531,494,957
Total 1,764,464,817 1,509,691,499
NOTE 16: RECEIVABLES
Description 2022 2021
TZS TZS
Imprest Receivable 60,055,527 65,824,557
Trade Receivables (Note 25) 2,517,776,174 2,078,111,125
Total 2,577,831,701 2,143,935,682
NOTE 17: INVENTORIES
Description 2022 2021
TZS TZS
Consumables 34,265,932 58,648,646
Fuel 13,104 2,676,734
Total 34,279,036 | 61,325,380
NOTE 18: PREPAYMENTS
Description 2022 2021
TZS TZS
Amount advanced to DCC for the acquisition of Land 5,600,000 -
Amount advanced to GPSA for the acquisition of Motor
Vehicle 120,000,000 | 264,551,505
Total 125,600,000 | 264,551,505
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NOTE 19: PAYABLES AND ACCRUALS

Descriptions 2022 2021

TZS TZS

Office Rent - 2,986,816
Other Accounts Payables 18,226,189 52,823,301
Staff Claim 10,940,900 3,880,000
Supplies of Goods and Services 109,909,314 79,998,081
Withholding Tax 827,456 410,626
Unapplied Deposit Account 1,439,126 4,653,703
Total 141,342,985 | 144,752,527

NOTE 20: PPE NOT RECOGNISED IN THE FINANCIAL STATEMENTS

During the year 2021/22, the Authority continued to maintain office vehicles to facilitate its
daily operations. It has to be known that the two motor vehicles were used by PURA but the
vehicles were still controlled by the Ministry of Energy.

The list of Motor Vehicle not yet transferred are;

S/N | Detail/Type Quantity Location Value (TZS)
1 Toyota - Prado TXL (STL 3141) | 1 PURA -HQ N/A
2 Toyota - Prado TX (DFPA 849) 1 PURA -HQ N/A

NOTE 21: RELATED PARTY TRANSACTIONS

Salaries of Key Management Personnel are drawn as per Government circulars and their letters
of appointment. Benefits drawn by key Management Personnel include; electricity, telephone,
millage, housing allowance, and directors’ fees. Furthermore, no loans were advanced or repaid
by the key management personnel even the close members during the financial year 2021/22.

The aggregate remuneration and number for the Board of Directors and Management were;

Description 2021/22 2020/21

TZS TZS

Salaries and allowances Management 916,506,000 849,186,500
Board of Directors Members fees 51,000,000 47,000,000
Total 967,506,000 896,186,500
No. of Key Management Personnel 12 10
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NOTE 22: CONTINGENT LIABILITY

The Authority had a contingent liability of TZS 257,327,581.21 for rental charges by Tanesco
for the office building located at Samora avenue Dar es Salaam in the financial year 2021/22.
The matter was still in negotiation with the Ministry of Energy who rented the office space from

Tanesco and that was given to PURA.
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PETROLEUM UPSTREAM REGULATORY AUTHORITY

NOTE 24: RISK MANAGEMENT

The Authority is subject to a number of financial and operational risks; and is responsible for
ensuring appropriate risk management strategies and policies are in place. The categories of risk
that the Authority might be exposed to, are as follows:

i. Credit risk

Credit risk arises from credit exposures to customers, including outstanding receivables and
committed transactions. Credit risk is the risk that the counterparty will default on its contractual
obligations on the due date, resulting in declining of cash flow to the Authority. The reported
account receivables for 2021/22 was TZS 2,577,831,701 and TZS 2,143,935,682 for 2020/21 as
against to payables of TZS 141,342,985 for 2021/22 and TZS 144,752,527 for 2020/21 as per the

table below:

As at 30 June 2022 Less than Between 1 Between 2 |Over 5 years TOTAL
1 year and 2 years |and 5 years [TZS
TZS TZS TZS
Financial assets TZS TZS TZS TZS TZS
Cash and cash equivalent 1,764,464,817
1,764,464,817
Imprest Receivable 60,055,527 60,055,527
Receivables 2,517,776,174
2,517,776,174
Financial liabilities
Payables and accruals 141,342,985 141,342,985
Liquidity gap 4,200,953,533 . E {1 4,200,953,533
At 30 June 2021 Less than | Between 1 | Between 2 Over 5
1 year |and 2 years |and 5 years years

Financial assets TZS TZS TZS TZS
Cash and cash equivalent 1,509,691,499 1,509,691,499
Receivables 2,143,935,682 2,143,935,682
Financial liabilities
Payables and accruals 144,752,527 144,752,527
Liquidity gap

3,508,874,654 3,508,874,654

Mitigation: The Authority need to generate sufficient income and manage cash flow to mitigate
default risk
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PETROLEUM UPSTREAM REGULATORY AUTHORITY

ii.  Liquidity risk

Liquidity risk is the risk that the Authority will not be able to meet its financial obligations as
they fall due. Prudent liquidity risk management includes maintaining enough cash balances, and
the availability of funding from an adequate amount of committed credit facilities. Due to the
dynamic nature of the underlying businesses, the finance department maintains flexibility in
funding by maintaining availability liquid resources under committed credit lines.

Management performs cash flow forecasting and monitor rolling forecasts of the Authority’s
liquidity requirements to ensure it has sufficient cash to meet its operational needs. The
Authority's approach when managing liquidity is to ensure, as far as possible, that it will always
have sufficient liquidity to meet its liabilities when due, without incurring unacceptable losses
or risking damage to the Authority's reputation

The amounts disclosed in the analysis below are the undiscounted contractual financial liabilities
and financial assets in the financial statements during the year:

Item 0 - 30 days 30 -60 days | 60 - 90 Days 90 -| Over 120 Days | Total
TZS TZS TZS 120 | TZS TZS

Days
As on 30th
June 2022 - - - - -
Cash and 573,910,226 - - -l 1,190,554,591| 1,764,464,817
cash
equivalent
Receivables 60,055,527 1,578,095,474 939,680,700| 2,577,831,701
Payables 141,342,985 141,342,985
Net position 633,965,753 1,578,095,474 -| 2,130,235,291| 4,200,953,533
As on 30th - - -
June 2021
Cash and -
cash 198,903,538 -l 1,310,787,961 1,509,691,499
equivalent
Receivables 65,824,557 2,078,111,125 - 2,143,935,682
Payables 116,003,789 12,079,598 270,000 - 16,399,140 144,752,527
Net Position 148,724,306| -12,079,598 3,388,629,086 - -16,399,140| 3,508,874,654

Mitigation: Establishing debt strategy mechanism for overdue debts from customers and Treasury
to release fund on time to facilitate other charges of the Authority.
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iil. Political Environment Risk

Risks emanating from political factors and decisions that have an impact on the Authority’s
mandate and operations.

Mitigation: To follow Government rules and procedures.
iv. Human Resources Risk

It involves the risks that relate to the Authority’s manpower, these risks can have an effect on
the Authority’s human capital with regard to integrity and honesty, Employee relations and
retention.

Mitigation: Human resources risk can be mitigated by proper training and ongoing education on
ethics and integrity, recruiting and secondment.

v.  Operational Risk

The risk is resulting from the Authority’s activities not being conducted in accordance with
formally recognized procedures.

Mitigation: Management ensures that the Authority complies with internal policies and
procedures.

NOTE 25: RECEIVABLES FROM PSA OPERATORS

The breakdown of receivables from PSA operators in financial year 2021/22 in note 16 is as
provided in the table below;

2021/22 2020/21

PSA Name Operator Amount (TZS) Amount (TZS)

Songo Songo PSA Pan African Energy 615,518,723 346,707,693

Mnazi Bay PSA Maurel et Prom 417,714,776 370,343,907

Block 4 Shell Exploration 40,122,775 240,186,975

Ruvuma Block ARA Petroleum 200,613,875 240,186,975

Ruvuma Block quvu Resources 120,368,325 -
limited

Block 1 Shell Exploration 40,122,775 240,186,975

Nyuni Area Ndovu Resources 401,227,750 240,186,975
limited
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2021/22 2020/21

PSA Name Operator Amount (TZS) Amount (TZS)
Dodsal Hydrocarbon

Ruvu Block and power limited 240,736,650 80,062,325

Block 2 Equinor Tanzania 40,122,775 80,062,325

Kilosa kilombero Block | Swala Oil and Gas 401,227,750 240,186 975

Total 2,517,776,174 2,078,111,125

NOTE 26: RESTATEMENT OF BALANCES

Assets received from the Government amounting to TZS. 3,923,504,935 through AFDB Loan under
the Institutional Support Project for Domestic Resource Mobilization and Natural Resource
Governance coordinated by TPDC were considered as Deferred Capital Grants with no clear
indications of conditions attached to the loan.

The amount is retrospectively corrected in line with IPSAS 3. The adjustment made was to
recognize the value of the Assets received as revenue instead of deferred capital Grant. The
adjustment affects Accumulated Surplus brought forward on 1 July 2021.

The effect of reinstatement on those Financial Statements are summarised below:

Opening Balance as at 1 July 2020
Surplus for the Year
Accumulated Surplus as at 30 June 2021

1,287,342,488
2,712,235,854
3,999,578,342

Add: Adjusted Deferred Capital Grants
Restated Accumulated Surplus as at 30 June 2021

3,856,993,050
7,856,571,392

The adjusted capital grants shown above has excluded NBV TZS 66,511,884.81 of software which
was wrongly included.

NOTE 27: OPERATING LEASE

PURA has an operating lease arrangement as a lessee with PSSSF for the office space in Dodoma.
The existing leasing arrangement provides for a lease expiration period, reviews, termination
and renewal. For the year ended 30 June 2022 rental expenditure incurred under the operating
lease amounting to TZS 40,322,016.

A summary of outstanding liabilities for the rent under the non-cancellable operating leases
arrangement is as follows;
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S/N Description 30 June 2022 30 June 2021
TZS TZS

i Not later than one year 40,322,016 39,628,648

ii Later than one year and not later than NIL NIL
five years

iii Later than five years NIL NIL
Total 40,322,016 39,628,648

62

Controller and Auditor General

AR/PA/PURA/2021/22



TT/1T0T2/vend/vd/av Jelauan) 10j)Ipny pue 13)j0J3uo)
€9
000°00¥‘C 000007 - 00°000°009°‘€ 00°000°009°€E 3133V 1NoJ
uolpnpaq Aejes
suol1dnpap predun 969°7€1‘0S8 £96°19£°86 £99'v6r 86 | ‘IAD aUl Aq pled | 80°0LL‘80E‘T6S ) | 767618 LI LE | 0ES°08L°679°) SJURAIIS JIALD
pue Aejes Awwng Aejes Awwing
1202/0201 10} 2ouemole
9)\qeded asuemoye 76191E%T ¥8G‘E€L9VS 9¢/°686 8. sundy Jo) | 00°ZGL9LE‘YT- | 00°ZGLLOZS6 | 00°000°G88°89 32UBMOYY BUlDY
sul1de ue 10} JAVd panJddy JAVd
SLI43N39 JTA0TdW3
ANV SFIVIVS ‘SIOVM :6Z ILON
19/°80S°L2T7°9 | 6£9°818°99/°8 6ShOPL‘G88°0 | 8ZZ 1LE6°€T0‘6 s3d1939y je3o]
soLie|es
LTE6/V°L16 L | €64°€€L°108°) | OTLELT6LE‘E - Pﬁﬁﬂwwm% 02'CT1'669° 1 0£8°7/1°209°L | 06e c0s 108 "o E%wwuw%m“

sallejes Awwng Kiejauow-uoN

LPS'08T°00L°L°SZL
0702/6102

10} S3)qeAladal
ape.] apn)dul
p23231102 Junowy

22.1N0S

VL6 VLL 69%Y | GGG°S09° LIPS 6¥0°G99 6EY 679796°78T‘S | 849°L79°TTL'S umo wouy 1di9aY

0850£8°LL6

141303y
:87 310N
(sz1) 3unowy | (SZ1) 3unowy | (SZ1) 3unowy (SZ1) Junowy (sz1) 3unowy | (SZL) Junowy
1Z0Z/020C LZ0Z/020C 7207/1L202 7207/420T
sSMo)d SMmop4

yse) Jad se 9dUeWI0)Idd yse) Jad se aoueuLio)iad

pred/paALaday jetoueuty syJeway IdUaIdIA pled/paAladay jetdueuly

S)leway aduaIayjlq ysed Jo juswajels yse) Jo jJuswajels

IN3IWILVLS SMOTd HSVD ANV IDNYWHO4H3d TVIONVNIA 40 LNIWILVLS JHL NI d3LIY0d3Y FUNOId FHL YO4 NOILVITIONODIY

ALNOHLNV AYOLYINDIY WVIYLSdN WNIT0YL13d



TL/VT0T/VUNd/Vd/dY Je19us0 J03lpNY pue 19]]0J3U0)
¥9
a3asn SIATAVWNSNOD ANV S3ITddNS :0€ ILON
LTLYYS€TLT | VLG €ELE9E6°T L9V 6T T08°C | 61E°189°08E Y jejo]
00009V €01 000°09F°S0L - 00°000°9¥8‘#8 | 00°000°9¥8¥8 acuemoije Jajem
00S‘6¥Z°00F 00S‘6¥Z 00F o o ¢ 3dUeMO)E
- 00°000°885°7¥9 | 00°000°88S T¥9 Jiodsuel ]
97Z'6./V 69 97Z'6/V 69 A € g ¢ adUERMO)YY
- 00°000°0Z6°LZL | 00°000°0Z6°1T) auoydaa]
000‘0Z1‘Z1 000°0Z1‘T1L 00°6¥9v86°9¥E | 6¥9'V86°9¥¢ DUBMO)Y BULNILS
- 00°000°LLVOF | 00°000°LL¥ OF 4IHN
¢ 00°006°£G0‘6 00°006°250°6 sasuadx3 BUlAOW
1202/0202
' [4 ¢ [4 £ < m>ml_ . [4 < . [4 ' < [4
Jo} so)qehed 000°08¥ ‘L 001€S9°L1 00L‘EELEL wEN%\ Lﬁow__n_%n_u 00°00£‘6EP‘0L | 00°2£9°808°C8 | L£6°L¥T'V6 19ARI| AR
|2AR)]) SARDT
v7/‘059°68 v7/'05968 - 00°000°091LG6 | 00°000°091‘G6 3cuemolie 8uisnoH
0Z0Z/610T 10} 000‘005°69 L6G°9¥6°LLG L6S°9v¥ 91 ] 00°00Z‘Z¥L /9% | 00°00Z Z¥L L9¥ eLIRIOUOH
swieyd Jjels pled :
000°GFE‘9L 000‘SPE ‘9L aouemoye diysprey
- 00°866°6G£‘8L | 00°866°65€‘81 aJnmjiung
pLT7°172°L0) LT 17T L0) _ AT a0 ‘ot JuaWysalyal
00°00Z‘98°G/L | 00Z‘¥98°GLL pue P00
000°G¥/‘08T 000°Gr. 081 - 00°000°0Z6°€SE | 00°000°0Z6°€SE fAing-enx3
9£7°08909 9/7'089°09 . e e s ferat aduemony
00°G06°€68 27T | 00°606 €S8/ TT 511313
(sz1) 3unowy | (sz1) 3unowy [ (sZ1) 3unowy (Sz1) 3unowy (sz1) unowy | (sz1) Junouty
1202/0202 1202/0202 7202/1202 7202/1202
SMO]4 SMO)4

yse) Jad se 9dUeW.I0LDd yse) Jad se adueulioiad

pled/paAladay Jerueuty s)yleway aocuaJayyid pled/paAladay jetoueuly

syJeway = VENE TN yse) JO Juswajels yse) jo jJuswalels

ALRIOHLNV AYOLVIN93Y WVIULSdN WNIT0Y13d



TT/170T/vaNd/vd/dv Jelauan) Jolpny pue Ja]j043uo)
S
090°522°L0T 090°522°L0T ferel gt (493M ‘utes] ‘sng)
: 966 €G£°96 ¥SZ7'00L°68 Vodsuel| punoig
1202/0202
o} s1qehed Emeﬁmmwﬁwmm 8/1756°2 095°1/7°07) | 8€L'€T8°LT) SjusLysS U
juswysauysl 000°0S.L‘Y 088°TLZ LLL 088°796°GL1L P00 10} S)qeAed pue poo
pue poo4
. suoleiqsd)
996'7£6'0C 996'7£60C - 00Z‘8EP €€ 00Z8EY €€ pue S]eAl1sa
‘uol}lqIyx3
000°00L°€C 000°00L‘€C - 000‘0LE‘ZE 000°01€°LE JusWuLeIdIU]
66S'TT8°9€ 665'TT8'9€E - 08698 ‘L€ 086°98% /€ Ad1a13
1202/020¢ P— (g
- 25l
Asojuanu| ¥€4°949'C 8€0°08T'0€ TLL'9S8°TE 075722 e9 0z5zeees 19591
ey ¢ (et salnioed
YSH'TS8'SS YSP'1S8'SS | 081251 9 08%°Z51 %9 22U319JU07
12/020¢
BJIAISS pue e o o S9110S5a20¢
poog 4o sanddns | 0006528 - 000¥ST‘¥L 000°666°G sanddns Jaanduwon
Joj a|qeAed
i ‘ ‘ SjeslpoLiad pue
0S£°0Z5T 052025t 000 80¥ 000 80 aouaIDpY  ‘$H00g
77/120T
889°80/68 88930/ 68 | Sa21AI3s BUIMPLL | 0£0°6Z8°S 0p°8re ‘Tl A VAN 14} SI9YDLL 19ARI| Uy
Ay Jo} 31qehed
. ‘ ‘ ¢ ‘ uotyedlqnd
0SS‘TZE'SE 0SS‘TZESE 000°212'8T 000°212'8C pue  SuISIIBAPY
(sz.1) wnowy | (sz1) Junowy | (Sz1) Junowy (sz.1) 3unowy (sz.1) unowy | (SZ1) Junowy
1202/020Z 1202/0202 7702/170Z T70%/1202
SMo]4 SMO}4
yse) Jad se 9dUeWLIOLISd yse) Jad se aduew.o)iad
pled/paAlasay Jeldueul] Sy Jeway = RITENE I pled/paAladay jedueuly
syJeway asuaaylg yse) Jo Juawajels yse) Jo juswalels

ALRNOHLNVY AYOLVINO3Y WVIYLSdN WNIT0YL3d



7T/120T/viInd/vd/ v je1auan 1ojlpny pue 13]|0J1Uu0)
99
: ‘901 ¢ o0 ¢ sydeldala]
005°6Y 005°6Y 08€°981L°1 0879811 pue 5150
120z/020¢
1sa4dwi TST1'Z88'vE 620'vvY 0L 8/8'T95'GE - LLLOZL LY LLLOTZL WL ustalod - walqg Jod
8uipueising
Yor 6£G6°L70°L | ¥9P'6£G°LT0L /10T ) ent 4 rataent Cene imor ¢ Jnsawoq
10§ 3qeheq 0GELE0‘TY €8/°1/8°9¢G°L | £€1°€06°08G°L - waiq 1o
(s921A105
9D1AJ3S BuluRa) ) P e ALndas pue
008°/86°6€ 008°/86°6€ 1oy a)qefeq | 008 61 POOIESERE 008°LL6 v Buluea)d sIPNdUL)
$3507) 8ULIINOSINQ
(saureuolje)s
a2)qewnsuo) pue suad
0702/6107 | 1E°686°06E 61 £65°016°09 €86°10£°08 a0 | G91°9¥6°0€ 6¥G‘2G198 LLEOL LLL ‘sjuad ‘siaded)
pied Aisuonels Joj a)qeled S9]qeWNSU0)
1oy sa\qehed 22410
teoc saulzesey
000'82S 0SE'EVTC 0S€‘TL9C | /ozozsadedsmaN | 000‘8ZS- 000‘SZT¥‘v 000‘006°€ pue s sodedsman
Joy d|qehed
- 700‘0vL 700‘0¥L sjuedLIgNT
€S1°207°6 €51°20T'6 ) e e SUO1173UUO3
LTV LGE YL LTV LSEY) JieW3 pue 19WaY|
TEE‘S9P TEE'S9Y - 8/9°778°1 8/9°778°l asueInsu| yneay
Auam
000°008°T 000°008°T . 6v5'992°46L | 6¥5°992 251 ‘Ixe3 Kemjtes ‘snq)
19ARJ] pUNoIg
(sz1) wnowy [ (sz1) unowy | (sZ1) Junowy (sz1) wunowy (sz1) 3unowy | (SZ1) Junowy
1202/020Z 1Z0Z/0Z0Z 7202/1202 T102/120T
SMO14 SMO|4
yse) Jad se dURWIOLIDY yse) .aad se JduelLLIOLIdd
pted/paAladay Jedueuty sy.leway acualaid pled/paAladay Jedueutd
syJeuwlay aouasvla ysed jo juswajels yse) Jo jJuswsalels

ALIMOHLNY AYOLVINDIY WYIHLSdN WN310d13d



T/ TOT/VINd/VdIY JeJauan 103pNy pue 19))0J3uo)
L9
1202/0z0¢ )
ainjuiny €r0°€SS T £r0°€GS‘T aimluing 9110
32140 J0} 3|geAed
- 000°008°1 000°008°L | sietaew Buues]
1207/020¢
c saul pue
104 s3jqeded - 199202 199°20T | ¢55 _EUA mﬁu,_msuh
l1lg duoyda|aL S6E'ET 966£00°T 16€TE0T
o o (ands)sjeliayew
2 0000002 000°000°L | e suny  ‘sade)
0¥5855°C 0vS‘8SS°C - 6/5°0LL°9¥ 6/5‘0LL9y | s394 uondLidsgng
P i 00008 000'850°C 000°855°Z saticdns
000°00¥ 000‘00% | JJe3S  31qehed 1ed1paw pastjeldads
1202/0202 1202/020¢ 21340 —
104 s3|qehed 918°986'C 7€8'TY9'9€ 8v9°879'6E | BWOpPOg  JudJ 918986°C- 7£8'80¢ et NOTLED | 50iyg - quay
1UaJ YO Joj pled 9jqeAed )
i ] ¢ . S1030NASU|
000°02£'9T 000'02£'92 000°006 S 000°006'S |\  yopgesaunway
: 000‘v9v‘¥L 000'v9F 1 fongng
s1ead pue
- 0b9‘c6r ‘8 0¥9°€6r ‘g | 4eamM100) ‘BULYI0)2
9A13D3l01d
¢ ¢ ¢ ¢ §31S02 __AQOUO.._DL&
. 00t°918°S 00+‘918°S | 1\ SunuLIg
1202/020¢
. Jaded Adoaojo
sed.eyd Bupund : 00%98L°9 00¥°98L°9 pue mcsuc_,__m
1o} sa|qehed 000°00€ 089'£L9°0C 089°/16°0C o
(sz1) Junowy | (sZ1) junowy | (SZ1) Junowy (sz1) 3unowy (sz1) unowy | (sz1) Junowy
1202/0701 1202/0202 2707/1702 2707/1202
sSMo)4 SMO)4
yse) Jad se SOURWLIOLIDG yse) Jad se 3dUeULIOLID]
pled/poAladay jedueuld syJeway aouasad pled/paAladay jetoueuly
sydeway ER ETEITIT| ysed J0 Juswajeis ysed JO jJuswalels

ALROHLNV AYOLVINOIY WVIILSdN WNIT0Y1lad



T2/1T70T/viNd/vd/ v Jelausn) Jojipny pue 13jjonuo)
89
juawdinba
pajejal  Jaindwo3
LEO‘BET YL LEO‘BETYL Jay3o pue
sJjouueds  ‘siaqund
‘19hdwo’
00005579 R oot iy 000405 € 000°568° 000°6616 | S3La1IRG PUE S2IA]
- 000°00Z°1 00000Z°L sBuIly pue sadid
SIIIAIIS JoReJU0)
¥19'659'69 v19°659'69 6.8°8S 666 LLGLE 81¥‘0£0°ZE adueUSIULEW
924nosIng
1202/0202
ueuo
1o} sa1qeAed e o e e %E% wmﬁ,& OvT'L6LE- Vv ££8°09 181°0V0ZS Hel 191Em
2dueUULRW £PEQHO‘6 GLL‘€06°SL £60°26'%T | 1o, a1qeked pue S3)DIysA 1010W
IIIYDA 1030W
SISNIdXT FIINVYNILNIVW : L€ JLON
LOL'ELE'ETO'T | 00Z'EST'ES0'C £66°879°606‘T | 616°0EL°LL6°T
000°TET 000°T€T . . $994
. 00599/ 00S'99L | yopeonddy  esip
070Z/610T
mngﬂmmﬂ_ﬁ“ uLodin 000°091°1 VG501 Lpieore | S555910 TROWRIS)
¢y ne PRy €t )5 Jo Ae ue swiojlu
10} Junowe pred 009°260°G 096°TEL 61 09g‘se0‘py | M 104 S19RRed P Sl
¥617'686°EET 61686 EET 0 8Ly V69l 8Ly 769 vl $994 uoning
(Sz1) Junowy | (sz1) 3unowy [ (sz1) 3unowy (sZ1) wunowy (sz1) unowy | (sz1) Junowy
1Z20Z/0202 120Z/0202 7207/170T 72702/120T
SMO0]4 SMO} 4
yse) Jad se aouew.i0)u9d yse) ad se asuewnlo)lad
pled/paAladay jeoueuty sylewsy dUAIRLNA pled/paAladay jeloueuly
syJeway aduaIaig ysed Jo Juswajels ysed Jo Juswajels

ALRIOHLNV AYOLVINOIY WVIULSdN WNIT0U13d



T2/1207/ViNd/Vd/AY JeJ3USD) J0IPNY pUe 13]]013U0D)
69

000000 LY OLE‘E0L 96 i €9L°0GL°1GL | ¥LT'619°1G)
uoljyejsuesy i ‘ ‘. - ‘ . uonyezijenbs
98UeRYOXD UO UlRY 06995 G- 0699EH°G- W33l Ysed-uoN 6rSTET C 6vslel e adueyoxs uglalo4
000°000°LY 000°000°LY - 000°000°16 000000116 99} 51013311
: €9/°G¥G 1LE €9/°GPG 1€ 99} Aoueynsuo)
. 000°699‘¥1 000°699‘v1 sasuadxa jeLing

1202/020¢ 104 000°0¥SvS = 000°0¥SvS 72¢/120¢ o4 e e —

sajqeAed 28y 1Ipny 295 Upny ajqeAeq 000°000°C 00005 ‘¥S 000°0¥5 95 994 Ipny
SASN3AdX3 ¥Y3HLO :Z€ ILON

70L'062°CTT vv0‘6EETZT 096°€05°66 66569766
Bunyeod uolydajoud
000°€79 000°€79 Jayeam pue juled
Sjellojew
£pE‘9LE’S £rE91E’S Sungeo 18430
pue 1esL2813

(sz1) wnowy | (s7L) unowy | (Sz1) Junowy (sz1) Junowy (sz1) Junowy | (SZ.1) 3unowy
1Z20Z/0202 1202/0207 7707/1207 7707/1202
SMO]4 SMO)4

yse) Jad se asuewtiojlad ysed i1ad se aosuewLIo)lad

pled/paAladay jeldueuly syleway acualaid Pled/paAladay Jedueury

syJeway 3dU313441QJ ysedn Jo juswajels ysed JO Jusaweajels

ALIROHLNV AYOLVIND3Y WYIYLSdN wnN310d13d



PETROLEUM UPSTREAM REGULATORY AUTHORITY

PPE Acquisition Statement of Financial | Cash Paid Difference
Performance

Prepayment (Land & Motor - 125,600,000

vehicle)

Acquisition for Property, 301,634,000

Plant and Equipment

Total 427,234,000

NOTE 33: ACQUISITION OF PROPERTY, PLANT AND EQUIPMENT

The Authority updated its Fixed Asset Register, assessed the useful life and determined
depreciation rates for its assets. The carrying value during the year ended 30 June 2022 for PPE
amounting to TZS 1,388,138,288. Non-current assets worth TZS 648,949,146 were acquired as
additional assets for the year ended 30 June 2022, in which assets worth TZS 107,686,950 were
non-monetary received as a Government grant through AfDB loan under the Institutional Support
Project for Domestic Resource Mobilization and Natural Resource Governance coordinated by

TPDC.

Asset (Motor vehicle) worth TZS 239,628,197 was received during the year for which its cash
disbursement was done in previous financial year (2020/21) and assets amounting to TZS

301,634,000 were acquired during the year 2021/22
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PETROLEUM UPSTREAM REGULATORY AUTHORITY

NOTE 34: RECONCILIATION OF NET CASH FLOWS FROM OPERATING ACTIVITIES TO

SURPLUS/(DEFICIT) FOR THE PERIOD ENDED 30 JUNE 2022

Surplus/ Deficit for the Period

2022 2021
TZS TZS
(355,951,969) 6,569,228,904

Add/ (Less) Non Cash Item
Amortization of Intangible Assets

Depreciation of Property, Plant and
Equipment

Government subvention Non-
Monetary

Foreign Exchange Equalization

Add/ (Less) Change in Working Capital
Inventories

Payables and Accruals

Prepayments

Receivables
Prepayment Refund from GPSA

1,054,545,176
476,436,969

(107,686,950)

27,046,344
(3,409,542)

(433,896,018)
24,923,308

360,608,588.00
324,129,445.00

(4,604,665,392.00)

(5,436,690.00)

14,259,575.50
48,457,792.00

(1,009,454,335.87)

Net Cash Flow from Operating
Activities

682,007,318

1,782,299,632.00
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