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3 5 st
The Council has the pleasure of presenting the report together with the financial statements for the year ended 31

cember 2023 which di . il
DC_ 023 _“ hich disclose he sources, utilization and balances of cash for Rufunsa Town Council during the
period under review,

Background and Location of the Council

Rquuns'a District draws its name from Rufunsa stream which runs in some parts of the district. Rufunsa was declared
a DIS"?“ in 2012, Until its declaration as a District, Rufunsa used to be a satellite office for Chongwe Municipal
Council. - According 10 a new classification of settlements, Rufunsa belongs to a cluster of towns that are below
Level (less than 81,733 population) in Zambia’s hierarchy of urban settlements and therefore is still classified as
mainly rural settlements but one which is urbanizing rapidly. Despite its classification as such Rufunsa is growing
and expanding rapidly into one of the most important towns in Zambia.

Rufunsa is situated approximately 165 km East of Lusaka city and lies at an altitude of 900-1200m above sea level
between Latitude15 05' 00" South and Longitude 29 38' 00"East. The district is bordered by Chongwe on the .we§t,
Mkushi, Luano and Chibombo Districts in the north; Luangwa and Nyimba Districts in the Eastern and Kafue District

in the South West. Rufunsa District covers about 9, 614, 379.8 square km and is one of the Six (6) Districts in Lusaka
Province of Zambia.

Rufunsa Town Council has approximately 31,000 hectares, which is located in three areas. The district has a
township located in Mpanshya area which has approximately, 2000 hectares; it also has land for the establishment
of a satellite towns in shikabeta area with approximately 23,000 hectares and in Sinjela area of Bunda-bunda with
approximately 5,000 hectares.The spatial extent of the district will cover the township, the land set aside for the
establishment of the two satellite towns and the two resettlement schemes (Mpanshya and Rufunsa). The Urban edge
of Rufunsa District is mostly confined to the township boundary, which makes up 2000 hectares with a few

The address of the registered office of Rufunsa Town Council ( RTC) is as follows:

The Civic Centre
Great East Road
P.O Box 1
RUFUNSA
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REPORT OF THE COUNCIL

Composition of the Council
Rufunsa 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 No. 2 of 2019. As a Local Authority, the Town

-

Council admimisters the Rufunsa District.

The Council is composed of an elected Chairperson, twelve (12) elected Councilors from Twelve (12) Wards, and
Three (3) Chiefs as provided for under Article 153 (2) (c) 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 Councilors in 2021 for the period of two and half years.

The Councilor’s who held office during the year were:

S/N NAME GENDER POSITION WARD

1 Mailom Kennedy Male Council Chairperson Not applicable

2 Makandauko Erick Male Deputy Council Chairperson Kabuyu

3 Mbewe J Tapera Female Councillor Kankumba

4 Tembo Andrew Male Councillor Mankanda

5 Milambo Abrah Female Councillor Chintimbwi

6 Mike Nyangu Male Councillor Shikabeta

7 Msimuko Dickson Male Councillor Rufunsa
Chalimbwa Jimson Male Councillor Nyangwena
Dennis Shingano Male Councillor Namanongo

10 Mutelo Andrew Male Councillor Bunda Bunda

11 Matika Francis Male Councillor Chamulimba

12 Banda Mabvuto Male Councillor Mulamba

13 Belemu Basil Male Councillor Mwachilele

14 Agness Kazimilo Female Chieftainess Mpanshya

15 Kausa Mwachindalo Male Chief Bunda Bunda

16 Moses Mugwegweni Male Chief Shikabeta

The district also has one (1) elected Members of Parliament for Rufunsa Constituency. The Member of Parliament
that held office during the year was:

NAME GENDER CONSTITUENCY
Sheal Mulyata Female Rufunsa

The affairs of Central Government in the district are coordinated by the District Commissioner. During the year
under review Mr. Richard Mabena was the District Commissioner for Rufunsa District.
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The Council Secretariag

The Secretariat of a T . ins
e “ Rufunsa Town ( ouncil is headed by the Council Secretary. The Council Secretary and the rest of
the Secretariat are appointed by : -
WEappomted by the Local Government Service Commission,
he Council Secretary is aeci - i i [
Tl y ecretary s assisted by five (§) Chief Officers responsible for Finance, Planning, Works, Human
CSOUTCE A 2) uni |
Resc nd Two (2) units namely Procurement and Internal Audit.

Functions of the Council

The mamn 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 ;\|1iclc 147 (2) (¢) of the Constitution of Zambia (Amendments) Act
No. 2 of 2016 and First Schedule of the Local Government Act No. 2 of 2019 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

2023 2022

Kwacha Kwacha

Cash Receipts 37,173,157 36,991,858
Payments 52.352.059 20,679,927
Increase/decrease in Cash and Cash Equivalents - 15,178,902 16,311,931

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 K26,638,254

There were no property disposals during the year under review.

Intangible Assets
There was no expenditure towards intangible assets during the year under review.

Employees
The average number of employees during the year was 84, the total amount spent on employees’ remuneration, and
welfare during the year was K6,859,969

Health and Safety of Employees

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.
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Recreation

hip of various sporting activities,
s

)
. . ) ial year on sponsc
The Council spent K33,607 during the financial yea

Auditors

2. = ia (Amendme ’
In Tine with Anticle 250 of the Constitution orz-m?]blaéitcd by the Auditor-
Local Government Act No. 2 of 2019, the Council is au

nt) Act No. 2 of 2016 and Section 44

General. N fth

By order of the Counci
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STATEMENT OF RESPONSIBILITIES FOR ANNUAL FINANCIAL STATEMENTS
Thg Rufum_\u Council is responsible
which are free from materg
in accordance with the (
financial statements, the
of October 2019
prudent.

for preparing the financial statements for the year ended 31" December 2023
al misstatement, whether due to fraud or error, and are prepared, in all material respects,
“ash Basis International Public Sector Accounting Standard (IPSAS). In preparing the
Council selected applicable policies from Local Authorities Accounting Policies (LAAPs)
» and then applied them consistently, making judgment and estimates that were reasonable and

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 Cngncil 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 the Local Government Act No. 2 0£2019, 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 relicd 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 Rufunsa 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,
2023.

Signed on behalf of the Rufunsa Town Council by;

W1 E T (1) o O, F A S ST T 5
; A

1 f\\"% ‘\

S N

Poskion: Council Seeretafy’ * <00 7 \:\;'J»’»}?}
Y'\\\: D

Position: Director of Finance
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REPUBLIC OF ZAMBIA
OFFICE OF THE AUDITOR GENERAL
INDEPENDENT AUDITOR'S REPORT STAND No.7951

HAILE SELASSIE AVENUE, LONGACRES
P.0 BOX 50071
LUSAKA, ZAMBIA

E-mail; auditorgwago.gov.zm
Website:www.ago.gov.zm

Telephone: +260252611/252771

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

Report on the Audit of the Financial Statements for Rufunsa Town Council for the Financial Year Ended 31*
December 2023

Opinion

I have audited the financial statements of the Rufunsa Town Council for the financial year ended 31st December
2023 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 Local Government Equalization Fund and the

Statement of Cash Receipts and Payments for Constituency Development Fund (CDF) and a summary of significant
accounting policies and other explanatory information.

In my opinion, the accompanying financial statements of Rufunsa Town Council present fairly, in all material
respects, its cash receipts and payments and balances for the year ended 31st December 2023 in accordance with the
Cash Basis International Public Sector Accounting Standard (IPSAS) and the Local Authorities Accounting Policies
(LAAPs).
!
Y
Basis for Opinion

I conducted my audit in accordance with International Standards of Supreme Audit Institutions (ISSAls). 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 Rufunsa 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. 1 believe that the audit evidence 1
have obtained is sufficient and appropriate to provide a basis for my opinion.

7
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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. Key audit matters are selected from the matters communicated to those charged with
governance but are not intended to represent all matters that were discussed with them.

However, T have determined that there are no key audit matters to communicate.

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 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. 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 ISSAIs, I exercise professional judgment and maintain professional scepticism
throughout the audit. I also:

e Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or emor,
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 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
Council’s internal control.


https://v3.camscanner.com/user/download

REPUBLIC OF Z/\MBI/} Al

OFFICE OF THE AUDITOR GlaNl‘.ll:q/:“;ablcncss ” accouming cstimatc

Evaluate the appropriateness of accounting policies used and the rea oy
related disclosures made by management.

* Evaluate the overall presentation, structure and content of tl o o

and whether the financial statements represent the underlying transactions

fair presentation.

\e financial statements, including the disclog

. UTC;
nd events in a manner that ach

Y
leVCs

among other matters, the planned scope ang timip

| i i i nce regarding o
communicate with those charged with governa g ’ in internal control that |

A i : : : ; tond iencies
of the audit and significant audit findings, including any significant deficie

identify
during my audit.

. . i i thi i

I also provide those charged with governance with a statement that I have complied with re]evz:ll:tf hical Tequiremengs
regarding independence, and to communicate with them all relationships and other matters that may reasonably pe
thought to bear on my independence, and where applicable, related safeguards.

In communicating with those charged with governance, 1 also 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. I describe these
matters in my audit report unless law or regulation precludes public disclosure about the matter or when, in extremely
rare circumstances, I 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 benefits of such
communication.

Report on Other Legal and Regulatory Requirements

The Council is required, under Section 45 of the Local Government Act No. 2 of 2019 to prepare a Statement of
Comprehensive Income and a Statement of Financial Position. However, the Council prepared the Statement of Cash
Receipts and Payments, the Statement of Comparison of Budget and Actual Amounts, Statement of Cash Receipts
and Payments for Local Government Equalization Fund and the Statement of Cash Receipts and Payments for
Constituency Development Fund (CDF) using Cash Basis IPSAS in line with the LAAPS.

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

ACTING AUDITOR GENERAL DATE: ab/n/202 4

® tERNcerRccaNnRRtnaRanRRRRRe
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RUFUNSA TOWN COUNCIL
FINANCIAL STATEMENTS FOR THE YEAR ENDED 31%" DECEMBER 2023

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE YEAR ENDEp
318" DECEMBER 2023

Original Actual % '
Budget  Adjustments Final Budget  Amounts  Performance Variance Yo Vaﬂm'
Kwacha Kwacha Kwacha Kwacha Kwacha
RECEIPTS
Etcilal |Tms 34185 34,185 21,682 63% (12.503) I,
Fees and Charges 5258304 5.258.304 2,706,701 51%  (2,551,603) 4,
Licences 84,700 84,700 114405 135% 29,705 360,
Levies 184,525 184,525 240,306 130% 55,781 Yp,
Permits 155,860 155,860 135,779 87% (20,081) - 3,:
Local Government Equalisation Fund ~ 10.251,509 10251509 10,021,405 98% (230,104) -,
Constituency Development Fund 28313902 28313902 21883604 7%  (6430298) 2w,
Other Grants 200,000 200,000 1,755,622 gﬁ: 1,555,622 o,
Borrowmngs - . s o - .
C ommrcé'zl Venture - - 230,203 0% 2:2’22; fﬁ:
Other Receipts/Charges 10.000 10,000 63450 0% ; o
TOTAL RE(‘:;IPTS g 44,492,985 - 44,492,985 37,173,157 84%  (7,319,828) E
PAYMENTS
Personne] Emoluments 7,087,348 - 7,087,348 6,859,969 97% (227379) -3,
Use of goods and services 7413346 7413346 8.378,840 113% 965494 13,
Fmancial Charges - - o,
Social benefits 7.531,501  (2,095,709) 5435792 5,401,387 99% (34,405) -1%
Non-financial assets acquisition 18785005 2,101,066 20886071 26638254 128% 5,752,183 2%,
Fnancial Assets 3227,785 (5357) 3222428 4,759,317 148% 1,536,889 48,
Loan Repayments N =
Other payments 448,000 448,000 314291 70% ____(133,709) -307,
TOTAL PAYMENTS 44,492,985 0 44492985 52,352,059 118% 7,859,074 18%
Increase/(Decrease in Cash (15,178,902) (15,178,902)

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

1
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RUFUNSA TOWN COUNCIL,

FINANCIAL STATEMENTS FOR THE YEAR ENDED MY DECEMBER 202)

STATEMENT OF CASH RECEIPTS AND
EQUALISATION FUND (LGEF) FOR YEAR ENDED 31%' DECEMBER 2023,

RECEIPTS

Funding

TOTAL RECEIPTS
PAYMENTS

Operational Expenditure Payments:

Salaries and Wages
Terminal Benefits
Utility bills

Service Provision
Goods and Services
Administrative Costs

Other Costs
Sub-Total

Capital Expenditure Payments:
Infrastructure Development
Rehabilitation Works
Asset Acquisition
Other Costs

Sub-Total

TOTAL PAYMENTS

Increase/(decrease) in cash

Cash at beginning of the year

Cash at the end of the year

PAYMENTS FOR THE

2023
Kwacha

7(0) 10,021,405

GOVERNMENT

2022
Kwacha

10,090,945

10,021,405

10,090,985

7(b)
6,859,969

633,220
464,127
323,709

6,521,249

702,075
648,534
232,812

8,281,025

8,104,670

7(c)
237,500

1,070,232
85,891

1,024,793

738,045

1,393,622

1,762,838

9,674,647

9,867,508

346,758

223,477

346,758

223,477

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

12
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RUFUNSA TOWN COUNCI.

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31*' DECEMBER 202) —————————————————————

STATEMENT OF CASH RECEIPTS AND PAYMENTS FOR THE CONSTITUENCY l)l;\'ﬁl/)l’\l},g’
FUND (CDF) FOR YEAR ENDED 31*" DECEMBER 2023

2023 2022
Kwacha Kwacha
RECEIPTS
Funding 8(a) 21,400,000 23,739.911
Loan Repayment 8(b) 79,711
Other sources R(c) 403,494 11010]
TOTAL RECEIPTS 21,883,605 23,850,012
PAYMENTS
Infrastructure Development 8(d) 10,330,229 3.061.624
Rehabilitation Works and Upgrades  8(e) 344,194 -
Asset Acquisition 8(f) 13,905,422 215,000
Rural Electrification 8(g) -
Social Benefits %(h) 2,141,500 1.742.413
Loans 8(1) 4,759,317 -
Secondary Boarding Schools and Skills 8(j) 3,259,887 1,970.49%0
Administrative Costs 8(k) 2,176,323 792,741
Disaster Contingency 8(1) 684,887 -
Other payments &(m) 110,101
TOTAL PAYMENTS 37,711,861 7.782.268
Increase/(decrease) in Cash -15,828,257 16,067,744
Cash at beginning of the year 17,870,076 1,802,332
Cash at the end of the year 2,041,819 17.870.076

Note & explain the composition and other details relating to the various elements included in this Statement.

13
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RUFUNSA TOWN councn.

NANCL :
T ATEMENTS FOR THE VEAR ENDED M DECEMBER 2023

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of the Preparation of the Financial Statements

The Financi ements . ; P - \ ¢
inancial Statements have been prepared in accordance with Cash Basis IPSAS, Financial Reporting

under the Se o f G s » ; 4
“: er the Cash Basis of Accounting, issued by the International Public Sector Accounting Standards Board
(IPSASB) and Local Authorities Accounting Policies (LAAPs).

hese 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

Rufunsa 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 No. 13 of 2008 requires the adoption of Accrual Basis of Accounting by public entities
by 31* December, 2025. 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.

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.

14
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Rl‘!‘l‘\s A TOWN COUNCIL
FINANCIAL STATEMENTS FOR THE YEAR ENDED 31" DECEMBER 2023

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

ii.  All Local Authorities shall adopt and apply Accrual Basis IPSAS of Accounting starting |,
January, 2025 by following the guidelines provided in IPSAS 33 - “First Time Adoption
Accrual Basis IPSASs™,

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

Based on these guidelines, the Council has not yet commenced production of Accrual Basis financiy
statements required by the Local Government Act No. 2 of 2019. However, the Council has adopted Pan )
Cash Basis IPSAS, Financial Reporting under the Cash Basis of Accounting to help it transition i
financial reporting to Accrual Basis IPSASs.

1.2 Reporting Entity

The Financial Statements are prepared for Rufunsa Town Council (RTC). The financial statement
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 Equalization Fund
in the district.

1.3 Authorization Date
The financial statements were authorized for issue on ..........c.cecvvevneen. by the ordinary/Special Council.

14 Revenue
Revenue is recognized 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 authorizes Rufunsa Town
Council as a Local Authority to levy, impose, recover and retain local taxes. Further, the Local Government
Act No. 2 0f 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:

e 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.
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b. Fees and Charges

Section 27(1 s Local 63 ” ,
- R( ) of the Local Government Act No. 2 of 2019 empowers Local Authorities, subject to the
usiness Regulatory Ac . . " , ‘
gulatory Act No. 3 of 2014. to impose fees or charges payable to the Council:

e Forany license STt is 4
any license or permit issued under any regulation or by-law made under the Act. These may include

he CImits * certifio ; : : : i i
alth permits, fire certificate licences, burial permits and extension of business hours permits;

For any service or facility provided or goods or documents supplied by the local authonty in pursnance
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 recognized 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 Parhament 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 generatend
by the Council. The Council uses at least 20% of the funds received from the equalization fund, w any
financial year, to finance capital expenditure and the balance to meet operational expenses.
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1.9 Cnnstituency Development Fund
The Constituency Development Fund (CDF) was estab

: A ‘ N _— >tup (
Zambia (Amendment) Act No. 2 of 2016. The fund was 5¢ 'l}hhr

lished under Article 1.(‘3( 1) of the _(‘\‘“Slilmi“ _
o finance MICro-community p“‘.icu\- }‘:
el ypriated by Parliament, > lor
poverty reduction in communitics and it is financed by monies -l\ [
The administration of CDF is regulated by the (‘ons(imcnc_\: [)C\‘L'
Council maintains separate bank accounts for cach mnsnlut‘m_\-”
constituency bank accounts from which payments are made to fmance

opment Fund Act No. 1] “"301\
Transfers are made frop, (‘[)F' ho

s i In
approved CDF projects, o

L10  Other Grants 3
| 5 ~ e a
These include grants in lieu of rates and support from Cooperating IR G
- Fan . . sty rates of Government propertics = Gistnct, §
by the Government to the Council to cover property rates of GOVE | and multlateral agreem gupmn
D ‘ : j AL -, ateral agreemens
from Cooperating Partners may consist of cash receipts under bilateral an =t

Partners. Grants in lieu of raqeg are py
g ]

1.11 Presentation Currency
The presentation currency is Zambian Kwacha.

L12  Foreign Currencies i

Transactions in other currencies are converted into Zambian Kwacha using the ruling Bank exchange e
at the time of pavment. Balances expressed in foreign currencies at the year-end are .lr:mslulcc! into Kwachy
at the ruling rate then. The resulting difference from the conversion and translation are charged (o g,

Statement of Cash Receipts and Payments.

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

I.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.

L.15  Encouraged Disclosures of Accrual Type of Items
During the year, the Council adopted Part 2 of Cash Basis [PSAS which provides extra Accrual Basis
‘type of discldstrés'edlled Enéolraged Additional Disclosures as follows:

sighl: g o 'PliO; ert) ',ll"la'nf alm'i i‘.(iu:p*m:en't

v+ s 44+ +Theseareassets tﬂa't haveluseful cconomie lives or service potential of more than one year. They are recorded
and disclosed at either cost or valuation. Valuations are conducted by the Government Valuation Department
and the Council’s own Valuation staff. Where valuation has been undertaken, the applicable valuation bases
are as follows:
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e Land

Current Valye

Cost or Market Value
Cost

o Buildings

o Plantand Equipment

it Investments in Other Entities
The Council discloses the following
(a) Name of the entity
(b) Principal activity of the entity
(¢) Percentage of shareholding in the entity
(d) Receipts in form of dividends

details about its investments in other entitics:

and other returns on the investments

iii. Administered Transactions
Administered transactions are cash flows resulting from transactions administered by the Council as an agent
of Central Government and any of its agencies, All cash collected in this manner is deposited into an account
of the Central Government or its appropriate agent and such accounts are not controlled by the Council. The
Council deems as part of cash under its control any collections made and administered by the Council on
behalf of the Central Government but are allowed to be deposited in any of its bank accounts prior to its
transfer to the Central Government or any of its agents.

iv. Related Party Transactions
A related party is one that has the ability to control the Council or exercise significant influence over the
Council in making financial and operating decisions. The related party entity is also any entity that is subject
to common control with the Council.

Related parties include:

(a) Entities that directly, or indirectly through onc or more intermediaries, control, or are controlled by the
Council;

(b) Associates being entities over which the Council has significant influence

(¢) Individuals that have significant influence over the Council, and close members of the family of any
such individual;

(d) Key management personnel, and close members of the family of key management personnel; and

(¢) Entitics in which a substantial ownership interest is held, directly or indirectly, by any person described
in (¢) or (d), or over which such a person is able to excercise significant influence.

The key management personnel of the Council are:

(a) the Mayor/Chairperson, clected councillors, co-opted members of the Audit and Procurement
Committees, chiefs who are part of the council representing other chiefs in the district, and

(b) The Principal Officers and Chief Officers.

Spouses, children and grandehildren, grandparents, brothers, sisters, parents in law, brothers in law, and
sisters in law of key management personnel are related parties to the Local Authority

The Council discloses the nature of the related party relationship as well as information about those
transactions and outstanding balances as a note to the financial statements, Such transactions may include
remuneration, loans and contracts awarded to key management personnel and their close relatives.
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