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CHITAMBO TOWN COUNCIL
FINANCIAL STATEMENTS FOR THE YEAR ENDED 315" DECEMBER, 2022

REPORT OF THE COUNCIL

The Council has the pleasure of presenting the report together with the financial statements for
the year ended 31% December, 2022 which disclose the sources, utilization and balances of cash
for Chitambo Town Council during the period under review.

BACKGROUND AND LOCATION OF THE COUNCIL

Chitambo Town Council is one of the many districts established countrywide on 6" December, 2012 in order
to enhance and increase efficiency and effectiveness in the provision of local authority services in the province.

It is one of the twelve districts in Central Province but previously was part of Serenje District prior to being
declared one.

The township boundary accommodates land which is approximately 30,000 hectares. The boundary houses the
administrative centre of the district which is located along Serenje/Samfya road, 10 kilometres from Mukando
turnoff. Development activities are yet to commence with the construction of the administration block and
some housing units. However, the district has received much assistance in terms of safe water supply through
borehole drilling and hand pumps through the Constituency Development Fund and other National water
programmes.

The District lies between latitude 12° 00” and 13° 15” South of the equator and between 29°45” and 31°00”
East of the Greenwich Meridian. The district shares borders with Lavushimanda in the North, Serenje in the
South and East, and Milenge in the West and Samfya in the North West and is about 357km north of Kabwe,
the Provincial headquarters along the Great North road. Besides sharing the boarders with other districts,
Chitambo district shares boarders with the Democratic Republic of the Congo. The district has nine wards
namely: Chitambo, Muchinka, Chalilo, Mpelembe, Luombwa, Chipundu, Lusenga, Nakatambo and Lulimala.
Surrounding the district are three rivers; Luapula, Mulembo and Luombwa rivers which are important sources
of water to humans and animals as well as fishing activities.

According to the 2010 CSO Census Report Chitambo district has an extrapolated population of 48,861 people
in 2010 with an Annual Population Growth Rate of 2.3%. Out of this population 24,051 representing 49.2% of
the total population were male and 24,810 representing 50.8% of the total population were female.

Traditional leadership has an extent of influence within its areas of jurisdiction although this is more apparent
among tribal lines. The main ethnic groupings are the Lalas, Bisas and Swakas traditionally under chiefdoms
such as Chief Chitambo and Chief Muchinka. Lala tribe is the only indigenous and most prominent tribal
group found in the district. Bemba is another language mostly spoken in the area. Some areas are still
dominated by traditional housing and other ancillary uses.

The address of the registered office of Chitambo Town Council (CTC) is as follows:

The Civic Centre,
Samfya Road,
P O Box 850016,
CHITAMBO.
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REPORT OF THE COUNCIL

COMPOSITION OF THE COUNCIL

Chitambo Town Council is a body corporate established under Article 152 of the Constitution of
Zambia (Amendment) Act No.2 of 2016 and Section 6 of the Local Government Act, 1991 Cap

281 of the Laws of Zambia. As a Local Authority, the Town Council administers the Chitambo
District.

The Council is composed of an elected Chairperson, ten (10) elected Councillors from ten (10)
Wards, and two (2) Chiefs as provided for under Article 152 of the Constitution of Zambia
(Amendment) Act No.2 of 2016. The current Council was elected to office in 2021 to serve a
five- year term up to 2026. The Deputy Chairperson was elected from among the Councillors in
2021 for the period of two and half years. The Councillors who held office during the year were:

S/N NAME GENDER POSITION WARD
1 Brian Mwelwa Male Chairperson Not applicable
2 Mabvuto Phiri Male Deputy Chairperson Chalilo
3 Chibaka Sydney Male Councillor Lusenga
4 Mabvuto Phiri Male Councillor Chalilo
5 Mumba Young Male Councillor Luombwa
6 Mwansa Richard Male Councillor Nakatambo
7 Robson Mufalali Male Councillor Chitambo
8 Shepherd Chama Male Councillor Lulimala
9 Chalwe Morgan Male Councillor Mpelembe
10 Mausala Chiluba Male Councillor Katonga
11 Owen Mibenge Kapolo Male Councillor Chipundu

The District also has one (1) elected Member of Parliament for Chitambo Constituency. The Members of
Parliament that held office during the year were:

S/N NAME GENDER CONSTITUENCY
1 Hon.Chanda Remember Mutale Male Chitambo

The affairs of Central Government in the district are coordinated by the District Commissioner. During the
year under review, Mr. Evans Chola was the District Commissioner for Chitambo District.

The Council Secretariat

The Secretariat of Chitambo Town Council is headed by the Council Secretary. The Council Secretary and the
rest of the Secretariat are appointed by the Local Government Service Commission.

The Council Secretary is assisted by four (4) Heads of Department responsible for Finance, Planning, Works
and Human Resource and Administration, and two (2) units namely Procurement and Internal Audit.
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REPORT OF THE COUNCIL

Functions of the Council

The main function of the Council is the delivery of local public goods and services to the people in the District
and discharge all or any of the functions set out in Article 147 of the Constitution of Zambia (Amendments)
Act No.2 of 2016 and Second Schedule of Cap 281 of the Laws of Zambia which include, among others,
power to make By-Laws, power to make regulations, imposition of levies, fees and charges and to formulate

local policies to promote, guide and regulate development in the district through various relevant departments
of the Council.

Financial Results

Restated

2022 2021
Kwacha Kwacha

Cash Receipts 34,558,488 10,613,967
Payments (12,746,087) (11,318,998)
Increase in Cash and Cash Equivalents 21,812,401 (705,031)

Key Policies Adopted During the Year
The Council adopted the following policies during the year:

e The council did not adopt any policy during the year.

Related Party Transactions
There were no related party transactions during the financial year.

Property, Plant and Equipment
The Council purchased property, plant and equipment amounting to K2, 583,708.00

No property, plant and equipment were disposed of during the year.

Intangible Assets
There were no purchases of intangible assets during the year.

Employees
The number of employees at the beginning and at the end of the reporting period.

Number of Employees at the beginning: 65
Number of Employees at the End: 69
Health and Safety of Employees
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The Council is aware of its responsibilities regarding the safety and health of employees as prescribed
in the Occupational, Health and Safety Act No.36 of 2010 and took appropriate measures to
safeguard their safety and health.

REPORT OF THE COUNCIL

Auditors

In line with Article 250 of the Constitution of Zambia (Amendment) Act No.2 of 2016, the Council is audited
by the Auditor-General.

By order of the Council

Position: Council Chairperson

&~V A— QT 2
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STATEMENT OF RESPONSIBILITIES FOR ANNUAL FINANCIAL STATEMENTS

The Chitambo Town Council is responsible for preparing the financial statements for the year ended 31"
December, 2022 which are free from material misstatement, whether due to fraud or error, and are prepared, in
all material respects, in accordance with the Cash Basis International Public Sector Accounting Standard
(IPSAS). In preparing the financial statements, the Council selected applicable policies from Local Authorities
Accounting Policies (LAAPs) of October 2019, and then applied them consistently, making judgment and
estimates that were reasonable and prudent.

The Council is also responsible for the maintenance of adequate accounting records and the preparation and
integrity of the annual financial statements and related information. The Auditor General has audited the
financial statements and his report is shown on pages 7 to 9.

The Council accepts responsibility for the annual financial statements, which have been prepared using
appropriate accounting policies supported by reasonable estimates, in conformity with the Cash Basis IPSAS,
the requirements of Cap 281 of the Laws of Zambia, the Public Finance Management Act No.1 of 2018 and
Local Authorities Accounting Policies (LAAPs) of 2019.

The Council further accepts responsibility:

e for the maintenance of accounting records that may be relied upon in the preparation of financial
statements,

e for designing, implementing and maintaining systems of internal controls relevant to the preparation and

fair presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Nothing has come to the attention of the Council to indicate that the Chitambo Town Council will not remain a
going concern for at least twelve months from the date of this statement.

In the opinion of the Council, proper books of accounts were maintained to support preparation of Financial
Statements that present fairly the financial results of the Town Council for the financial year ended 31"
December, 2022.

NANC e eeeserssssrsenssrcsnscnsonssnssessasssasnssssons

Signature

Position: Chairperson Position: Council Secretary
Name:.. é ....... i V\(\u\fem‘



REPUBLIC OF ZAMBIA
OFFICE OF THE AUDITOR GENERAL

INDEPENDENT AUDITOR’S REPORT STAND No.7951
HAILE SELASSIE AVENUE,
LONGACRES
P.O BOX 50071
LUSAKA, ZAMBIA

E-mail: auditorg@ago.gov.zm
Website:www.ago.gov.zm
Telephone: +260252611/252771

To: The Minister — Ministry of Local Government and Rural Development (MLGRD)

Report on the Audit of the Financial Statements of Chitambo Town Council
Unmodified Opinion

[ have audited the financial statements of the Chitambo Town Council for the financial year ended 31*
December, 2022 which comprise the Statement of Cash Receipts and Payments, the Statement of
Comparison of Budget and Actual Amounts, Statement of Cash Receipts and Payments for the
Local Government Equalization Fund and the Statement of Cash Receipts and Payments for the
Constituency Development Fund (CDF) and a summary of significant accounting policies and
other explanatory information on pages 10 to 36.

In my opinion, the accompanying financial statements of Chitambo Town Council present fairly, in all
material respects, its cash receipts and payments and balances for the year ended 31* December, 2022 in
accordance with the Cash Basis International Public Sector Accounting Standard (IPSAS) and the Local
Authorities Accounting Policies (LAAPs).

Basis for Unmodified Opinion

[ conducted my audit in accordance with International Standards of Supreme Audit Institutions (ISSAIs).
My responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Financial Statements section of my report. I am independent of Chitambo Town Council in
accordance with the International Organisation of Supreme Audit Institutions (INTOSAI) Code of Ethics
together with the ethical requirements that are relevant to my audit of the financial statements in Zambia,
and I have fulfilled my other ethical responsibilities in accordance with these requirements and the
INTOSAI Code. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a
basis for my opinion.
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Emphasis of Matter

I draw attention to Note 1.1 to the financial statements which describe the roadmap of the Council to
adoption of Accrual Basis Financial Reporting Framework as result of which the Council has not

produced Accrual Basis type of financial statements required by the Local Government Act No. 2 of
2019.

My opinion is not modified in respect of this matter.
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 Cash Basis International Public Sector Accounting Standard, the Local Government Act
No. 2 of 2019, the Public Finance Management Act No. 1 of 2018 and Local Authorities Accounting
Policies (LAAPs) of 2019, and for such internal controls 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 Council’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 Council or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Council’s financial reporting process.
Auditor’s Responsibilities 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 auditor’s 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 ISSAIs 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 ISSAISs, I exercise professional judgment and maintain professional
skepticism throughout the audit. I also:

e Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for my opinion. The risk of not detecting a material
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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 iniernal controls.

e Obtain an understanding of internal controls 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 Council’s internal controls.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

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.

e 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 Council’s ability to continue as a going concern. If I
conclude that a material uncertainty exists, I am required to draw attention in my auditor’s 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 auditor’s

report. However, future events or conditions may cause the Council to cease to continue as a going
concern.

I 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
controls that I identify during my audit.

W—w«é——v.

Dr. Ron M. Mwambwa FCMA, FZICZ, CGMA, CFE

AUDITOR GENERAL
/] ol2
OFFICE OF THE AUDITOR GENERAL DATE:....( 4/9/;1,’2
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STATEMENT OF CASH RECEIPTS AND PAYMENTS FOR THE YEAR ENDED 31°" DECEMBER

2022

RECEIPTS

Local Taxes

Fees and Charges

Licences

Levies

Permits

Local Government Equalisation Fund
Constituency Development Fund
Other Grants

Borrowings

Commercial Venture

Other Receipts

TOTAL RECEIPTS
PAYMENTS

Personal Emoluments
Use of Goods and Services

Financial Charges

Social Benefits

Non-financial assets acquisition
Financial Assets

Loan Repayments

Other Payments

TOTAL PAYMENTS

Increase/(decrease) in Cash
Foreign Exchange Losses
Cash at beginning of the year
Cash at the end of the year

Incorporated in the payments recognised in this Statement are those for Local Government Equalisation and
Constituency Development Funds. However, the details of payments under each of these Funds are presented

Note

P p—
Moo IAULE W

13
14

15
16
17
18
19
20

21
22
22

Restated
2022 2021
Kwacha Kwacha
3,540 6,220
1,080,232 746,222
66,093 70,041
128,760 164,527
14219 11,109
9,254,391 7,982,654
23,739,910 1,600,000
258,305 50,000
(16,946) (42,966)
29,983 26,160
34,558,488 10,613,967
5,692,230 6,013,578
3,761,040 2,678,374
410,795 -
2,583,708 2,602,288
- 24,758
298,314 -
12,746,087 11,318,998
21,812,401 (705,031)
4212,714 4,917,745
26,025,115 4,212,714

separately in each Fund’s own Statement of Cash Receipts and Payments.

NADCE o s e hesns convssisasieisions

Signature:.....

Position: Chairperson

Name:.. ./ 1 MR

Signature:....ccccocevesvnse

Position: Council Secretary

-------------------
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Namemlﬁ){%?‘\(‘:tv\\gwcn’\/‘ ~
Signature.. f%\. L@L/\/\Q/\A’—’w R

Position: Council Treasurer

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE YEAR

ENDED 31°" DECEMBER 2022

Original %

Budget  Adjustments  Final Budget Actual Amounts  Performance Variance % Variance

Kwacha Kwacha Kwacha Kwacha Kwacha
RECEIPTS
Local Taxes 10915 - 10915 3,540 32% (7,375) -68%
Fees and Charges 3,809,200 - 3,809,200 1,080,232 28% (2,728,969) -72%
Licences 61,720 - 61,720 66,093 107% 4373 7%
Levies 153,250 - 153,250 128,760 84% (24,490) -16%
Permits 5,000 - 5,000 14219 284% 9219 184%
Local Government Equalisation Fund 8,081,808 - 8,081,808 9254391 115% 1,172,583 15%
Constituency Development Fund 25,700,000 - 25,700,000 23,739910 92% (1,960,090) -8%
Other Grants 100,000 - 100,000 258,305 258% 158,305 158%
Borrowings - - - - E
Commercial Venture 110,573 - 110,573 (16,946) -15% (127,519) -115%
Other Receipts 202,004 - 202,004 29983 15% (172,021) -85%
TOTAL RECEIPTS 38,234,471 - 38,234,471 34,558,488 © 90% (3,675,982) -10%
PAYMENTS
Personal Emoluments 6,419,806 - 6,419,806 5,692,230 89% 727,576 11%
Use of Goods and Services 29319,837 - 29,319,837 3,761,040 13% 25,558,797 87%
Financial Charges 12,000 - 12,000 B % 12,000 100%
Social benefits - - - 410,795 0% (410,795) 0%
Non-financial assets acquisition 1,579,133 - 1,579,133 2,583,708 164% (1,004,575) -64%
Financial Assets - - - - 0% - 0%
Loan Repayments - - - - 0% - 0%
Other Payments 903,694 - 903,694 298314 33% 605,380 67%
TOTAL PAYMENTS 38,234,471 © - 38,234,470 12,746,087 68% 25,488,383 32%
Increase/(Decrease in Cash 0 - 0 21,812,401 21,812,401 32%

The composition of budget adjustments and explanations of major variances are provided in note 23

11
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STATEMENT OF CASH RECEIPTS AND PAYMENTS FOR THE LOCAL GOVERNMENT
EQUALISATION FUND (LGEF) FOR YEAR ENDED 315" DECEMBER 2022

Restated
2022 2021
Kwacha Kwacha
RECEIPTS
Funding 7(a) 9,254,391 7,982,654
TOTAL RECEIPTS 9,254,391 7,982,654
PAYMENTS
Operational Expenditure Payments 7(b)
Salaries and Wages 5,595,048 6,013,578
Terminal Benefits 105,000 -
Utility Bills 7,550 5,000
Service Provision 568,638 521,948
Goods and Services 549,133 574,946
Administrative Costs 4,060 12,525
Other Costs - 9,500
Sub-Total 6,829,429 7,137,497
Capital Expenditure Payments: 7(¢c)
Infrastructure Development 733,009 485,381
Rehabilitation Works - -
Asset Acquisition 310,044 1,104,228
Other Costs - -
Sub-Total 1,043,053 1,589,609
TOTAL PAYMENTS 7,872,482 8,727,106
Increase/(decrease) in cash 1,381,909 (744,452)
Cash at the beginning of the Year 1,329,831 2,074,283
Cash at the end of the Year 2,711,741 1,329,831

Note 7 explains the composition and other details relating to the various elements included in this Statement.

12
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STATEMENT OF CASH RECEIPTS AND PAYMENTS FOR THE CONSTITUENCY
DEVELOPMENT FUND (CDF) FOR YEAR ENDED 315" DECEMBER 2022

2022 2021
Kwacha Kwacha
RECEIPTS
Funding 8(a) 23,739,910 1,600,000
Other sources(Application forms) 8(b) 29,983 -
TOTAL RECEIPTS 23,769,894 1,600,000
PAYMENTS
Infrastructure Development 8(c) 1,439,755 1,204,768
Rehabilitation Works 8(d) . .
Asset Acquisition 8(e) 86,900 -
Rural Electrification g 5
Social Benefits 8(f) 410,795 .
Loans g -
Secondary Schools and Skills Development ~ §(g) 176,000 .
Administrative Costs 8(h) 470,905 102,469
Disaster Contigency . .
TOTAL PAYMENTS 2,584,355 1,307,238
Increase/(decrease) in Cash 21,185,538 292,762
Cash at beginning of the year 1,992,860 1,700,098
Cash at the end of the year 23,178,399 1,992,860

Note 8 explains the composition and other details relating to the various elements included in this Statement.

13
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
18 Basis of the Preparation of the Financial Statements

The Financial Statements have been prepared in accordance with Cash Basis IPSAS, Financial
Reporting under the Cash Basis of Accounting, issued by the International Public Sector Accounting
Standards Board (IPSASB) and Local Authorities Accounting Policies (LAAPs).

These financial statements have been prepared in accordance with the historical cost convention as the
basis of measurement, unless specified otherwise.

The accounting policies have been applied consistently throughout the period.

1.1 Migration to Accrual Basis Financial Reporting

Chitambo Town Council is required, under the Local Government Act No. 2 of 2019 to produce a
Statement of Comprehensive Income and a Statement of Financial Position. The production of these
statements entails adoption and application of Accrual Basis of Accounting in financial reporting.
However, the Act does not specify which particular accrual basis of accounting to use. In applying
Cash Basis of Accounting, the Council followed guidance listed below:

(a) Cash Basis IPSAS, Financial Reporting under the Cash Basis of Accounting.
This standard provides that public sector entities adopting Accrual Basis for the first time may
apply Cash Basis IPSAS provisions as an intermediate step to assist them in the transition to
Accrual Basis IPSASs. In this vein, the Council has produced these financial statements under
Cash Basis IPSAS as part of its transition to Accrual Basis of Accounting.

(b) Accounting Pronouncement: 2018/3 — Applicability of International Public Sector Accounting
Standards (IPSASs).
This pronouncement issued by the Zambia Institute of Chartered Accountants (ZICA) pursuant to
the Accountants Act, 2008 requires the adoption of Accrual Basis of Accounting by public entities
by 31% December, 2022. The Council is preparing to adopt Accrual Basis IPSASs on 1* January,
2025

(¢) Treasury and Financial Management Circular No 10 of 2019 issued by the Secretary to the
Treasury pursuant to the Public Financial Management Act, No. 1 of 2018. The Treasury and
Financial Management Circular provides as follows:

i.  That in order to have a standard financial reporting framework, all Local Authorities

should adopt the International Public Sector Accounting Standards (IPSASs) Cash Basis
of Accounting as a first step in migration to IPSASs Accrual Basis of Accounting.

14
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ii.  Local Authorities shall use Part 2 of Cash Basis IPSAS which requires extra disclosures
called ‘Encouraged Additional Disclosures’ in Cash Basis financial statements for the
years ending 31 December 2022 up to 2024.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

iii.  All Local Authorities shall adopt and apply Accrual Basis IPSAS of Accounting starting
I*" January, 2025 by following the guidelines provided in IPSAS 33 — “First Time
Adoption of Accrual Basis IPSASs”.

iv.  That the three (3) year transition period provided under IPSAS 33 should commence on 1*
January, 2022 and should end on 31* December, 2024. Thereafter, all Local Authorities
shall be required to comply fully with Accrual Basis IPSASs.

Based on these guidelines, the Council has not yet commenced production of Accrual Basis financial
statements required by the Local Government Act, 2019. However, the Council has adopted Part
2 Cash Basis IPSAS, Financial Reporting under the Cash Basis of Accounting to help it transition its
financial reporting to Accrual Basis IPSASs.

1.2 Reporting Entity

The Financial Statements are prepared for Chitambo Town Council (CTC). The financial statements
encompass the Council as specified in the Constitution of Zambia (Amendment) Act No. 2 of 2016,
the Local Government Act No.2 of 2019, and the Public Finance Management Act No.l of 2018. It
also includes projects and activities of the Constituency Development Fund and the Local Government
Equalisation Fund in the district.

1.3 Authorisation Date OF—) > _
The financial statements were authorized for issue on ...%. 2. ... / ‘—’—Zobby the ordinary/special
Council

1.4 Revenue
Revenue is recognised when cash is received. It is generated from various sources as explained below:
a. Local Taxes

Article 161 of the Constitution of Zambia (Amendment) Act No. 2 of 2016 aathorises Chitambo Town
Council as a Local Authority to levy, impose, recover and retain local taxes. Further, the Local
Government Act No. 2 of 2019 section 25(1) prescribes, subject to the Constitution and the Business
Regulatory Act of 2014, a system of local taxes which Local Authorities can raise by passing by-laws
imposing levies on:

* leviable persons owning or occupying property or premises situated within the area of the District;
* leviable persons carrying on a business, trade or occupation within the area of the District; or
* the purchase or sale of a commodity within the area of the District.

b. Fees and Charges

15
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Section 27 (1) of the Local Government Act No.2 of 2019 empowers Local Authorities, subject to the
Business Regulatory Act, 2014, to impose fees or charges payable to the Council:

e For any licence or permit issued under any regulation or by-law made under the Act. These may
include health permits, fire certificate licences, burial permits and extension of business hours
permits;

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

® For any service or facility provided or goods or documents supplied by the local authority in
pursuance of or in connection with the performance of any function of the local authority. These
may include survey fees, consent fees, building inspection fees, waste collection fees and parking
fees.

1.5 Expenditure

Expenditure is recognised when payment is made for expenses incurred. The Council incurs
expenditure relating to the discharge of its functions which includes expenses relating to personal
emoluments, use of goods and services, social benefits and acquisition of non-financial assets.

Items of a capital nature are expensed at the time of payment and such transactions are depicted in the
appropriate class and heading in the financial statements. Since capital expenditure is expensed when
incurred, neither depreciation nor amortization is charged on non-current assets.

1.6 Reporting on Gross Basis

Transactions are reported on gross basis without netting off similar classes of receipts and payments.
However, transactions may be reported on net basis when they relate to transactions the Council
administers on behalf of other entities recognised in the Financial Statements

1.7 Cash in hand at the Beginning and the End of the Year
Cash at the beginning and end of the year consist of cash on hand, demand deposits and cash
equivalents held at such dates.

Cash on hand refers to notes and coins held by the Council at the reporting date and it includes petty
cash and cash collections not yet deposited into bank accounts. Demand deposits consist of reconciled
balances held in the Council’s bank accounts which it can use on demand. Cash equivalents, on the
other hand, refer to short term high liquid investments that can easily be converted to known amounts
of cash and are subject to insignificant risk of change in values.

The Council recognises all short-term high liquid investments having maturities of three months or
less as cash equivalents.

1.8 Local Government Equalization Fund

Article 163(2) of the Constitution of Zambia (Amendment) Act No. 2 of 2016 provides that Parliament
shall annually appropriate monies to the Local Government Equalisation Fund which shall be
disbursed by the Ministry responsible for finance to Local Authorities. Receipts under LGEF
supplement revenue generated by the Council. The Council uses at least 20% of the funds received
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from the equalization fund, in any financial year, to finance capital expenditure and the balance to
meet operational expenses.

1.9 Constituency Development Fund

The Constituency Development Fund (CDF) was established under Article 162(1) of the Constitution
of Zambia (Amendment) Act No. 2 of 2016.

The fund was set up to finance micro-community projects for poverty reduction in communities and it
is financed by monies appropriated by Parliament.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The administration of CDF is regulated by the Constituency Development Fund Act No. 11 of 2018.
The Council maintains separate bank accounts for each constituency. Transfers are made from CDF
into constituency bank accounts from which payments are made to finance approved CDF projects.

1.10  Other Grants

These include grants in lieu of rates and support from Cooperating Partners. Grants in lieu of rates are
paid by the Government to the Council to cover property rates of Government properties in the district.
Support from Cooperating Partners may consist of cash receipts under bilateral and multilateral
agreements,

1.11  Presentation Currency
The presentation currency is Zambian Kwacha.,

1.12  Foreign Currencies

Transactions in other currencies are converted into Zambian Kwacha using the ruling Bank exchange
rates at the time of payment. Balances expressed in foreign currencies at the year-end are translated
into Kwacha at the ruling rate then. The resulting difference from the conversion and translation are
charged to the Statement of Cash Receipts and Payments.

1.13  Borrowings
Borrowings comprise actual cash inflows received from financial institutions, bilateral and multilateral
institutions.

1.14  Budgets and Actual Amounts

A final budget includes all adjustments (supplementary and re-allocations) made to the original
approved budget during the year. Supplementary budgets consist of additional provisions beyond what
was originally approved while re-allocations are approved budget variations.

The approved budget is developed on the same accounting and classification basis, and for the same
period as for the financial statements. All material differences between final budgets and actual
amounts are explained in the notes to the annual financial statements. Budget differences of 20% and
above are considered material.

1.15  Encouraged Disclosures of Accrual Type of Items

During the year, the Council adopted Part 2 of Cash Basis IPSAS which provides extra Accrual Basis
type of disclosures called Encouraged Additional Disclosures as follows:
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