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LUSANGAZI TOWN COUNCIL
Wm

REPORT OF THE COUNCIL

The Council has the pleasure of presenting the report together with the financial statements for the ycar ended
31 December, 2020 which disclose the sources, utilization and balances of cash for Lusangazi Town Council

during the period under review.,

Background and Location of the Council

The Council is located at Village 18 in Masili in, Lusangazi District, Eastern Province of Zambia along
Ukwimi Road Lusangazi district was declared a district in April, 2018 by Ilis Iixcellency the President of the
Republic of Zambia, Edgar Chagwa Lungu under Statutory Instrument No. 26 of 2018. The district was
created in order for Government to take development closer to the Local people, through the delivery of
Scrvices such Schools, Hospitals, provision of water and Sanitation and Other Scrvices. Lusangazi was a
constituency under Petauke district, the name Lusangazi is derived from the Lusangazi River which means
meanders through the district. The district was formally known has Ukwimi Refuge Scttlement, the refugees
came from different Countrics namely Angola, Mozambique and Rwanda.

The district lics apprbximately within latitude 13°30" and 14°45' longitude, 31° west and 32° cast. The district
sharces district boundaries with Pctauke in the south and with Sinda and Mambwe in the north-cast, as well as
Screnje in Central Province in the north-west. The district has a total surfacc arca of approximatcly three

thousand scven hundred and onc Square Kilometres (3,701 Km?).

The address of the registered office of Lusangazi Town Council (I.TC) is as follows:

The Civic Centre
P O Box 560151
Ukwimi Road
LLUSANGAZI

Composition of the Council

I.usangazi Town Council is a body corporatc cstablished under Article 152 of the Constitution of Zambia
(Amendment) Act No. 2 of 2016 and scction 6 of the Local Government Act No. 2 of 2019. As a Local
Authority, the Lusangazi Council administers the Lusangazi District.

The Council is composed of an c¢lected Chairperson, four (4) clected Councillors from four (4) wards and one
(1) Chicf as provided for under Article 153 (2) (c) of the constitution of Zambia (Amendment) Act No. 2 of
2016. The current Council was clected to office in 2019 to serve a five-year term up to 2021. The vice
chairperson was clected from among the councillors in 2016 for a period of two and half ycars.

‘The Councilors who held office during the year were:

S/IN NAME GENDER POSITION WARD
1 Banda William Male Chairperson Not applicable
2 Banda William Male Vice Chairperson Lusangazi
3  Mwanza Million Male Councillor Chisangu
4 Maumba Kezias Male Councillor Ukwimi
5 Mwale Bonifacc Male Councillor Mawanda
2
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The district also has onc (1) clected Member of Parliament which is Msanzala Constituency. I'hc Member of

Parliament that held office during the year was:

S/N NAME GENDER CONSTITUENCY
1  Hon.Pecter Daka Malce Msanzala

The affairs of Central Government in the district are coordinated by the District Commissioner. During the
year under review Mr. Godwin Sckelani Phiri was the District Commissioner for Lusangazi District.

The Council Sceretariat

The Sceretariat of Lusangazi T'own Council was headed by the Council Secretary. The Council Scerctary and
the rest of the Secretariat are appointed by the Local Government Service Commission. The Council Secretary
was assisted by four (4) heads of departments responsible for Finance, Planning, Works and Iuman Resource
and Administration, and hcads of two (2) units namely; Procurement and Internal Audit.

Functions of the Council

The main function of the Council is the delivery of local public goods and scrvices to the people in the District
and discharge all or any of the functions sct out in  Article 147 (2) (c) 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 rcgulations, imposition of levies, fees and
charges and to formulate local policics to promotce, guide and rcgulate development in the district through
various rclevant departments of the Council.

Financial Results

2020 2019
Kwacha Kwacha

Cash Receipts 9,774,559 5,884,007
Payments 8,788,555 6,757,082
Increase/decrease in Cash and Cash Equivalents 986,004 (873,075)

Key Policies Adopted During the Year
"The Council adopted the following Depreciation policics during the ycar 31 December 2020:

e [.caschold LLand Building 0.02
e Office Equipment 0.20
e Motor Vchicle - Non-Ultility 0.20
e Motor Vcehicle - Utility 0.25
e JFurniturc and Fittings 0.15
e Plant and Equipment 0.20
e Computer Software 0.20
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Related Party Transactions
There were no related party transactions during the financial ycar 31 December 2020.

Property, Plant and Equipment
The council purchased Property, Plant and Equipment valued at K1,302,167 which included a differential GPS
and a Generator set. No disposals were done during the year 3 1% December 2020.

Intangible Assets
No intangible asscts were purchased or disposed of during the ycar 31* December 2020.

Employces
The average number of employces during the year was 57. The total amount spent on employces’
remuncration and welfare during the ycar was K4,382,094.

Ilealth and Safety of Employees

The Council is aware of its responsibilitics regarding the safcty and health of employcces as ‘prescribed in the
Occupational, Ilcalth and Safcty Act No. 36 of 2010 and took appropriatc mcasurcs to salcguard their safcty
and hcalth.

’

Recreation
The Council during the financial year ended 319 December 2020 dld not incur any ngwee towards the
sponsoring of various sporting activitics.

Corporate Social Responsibility
The Council made donations during the ycar amounting to K 1,500 towards the support of various socially
responsible causcs.

Auditors
In linc with Article 250 of the Constitution of Zambia (Amendment) Act No. 2 of 2016 and Scction 44 (2) of
the Local Government Act No. 2 0f 2019, the Council is audited by the Auditor-General.

BBy order of the Council.
Signature ...

Position: Council Chairperson

Date:....... PP U ..
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ED 31T DECEMBER, 2020 _
STATEMENT OF RESPONSIBILITIES FOR ANNUAL FINANCIAL STATEMENTS

s o0 s o s e S P Y WA VO T e S STV

The Lusangazi Town Council is responsible for preparing the financial statements for the year ended 31
December, 2020 which are free from material misstatement, whether duc to fraud or error, and are prepared, in
all material respeets, in accordance with the Cash Basis International Public Scctor Accounting Standard
(IPSAS). In preparing the financial statements, the Council sclected applicable policics from  Local
Authoritics 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 rclated information. The Auditor-General has audited the
financial statements and his report is shown on pages 6 to 8.

The Council accepts responsibility for the annual financial statements, which have been prepared using
appropriate accounting policics supported by recasonablc estimates, in conformity with the Cash Basis IPSAS,
the requirements of the Local Government Act No. 2 of 2019, the Public Finance Management Act No. | of
2018 and lL.ocal Authoritics Accounting Policics (LAAPs) of 2019.

The Council further accepts responsibility:
e for thc maintcnance of accounting rccords that may be rclicd upon in the preparation of financial
statements,

e for designing, implementing and maintaining systems of intcrnal controls rclevant to the preparation and
fair presentation of financial statements that arc free from material misstatement, whether due to fraud or
crror. ;

Nothing has come to the attention of the Council to indicate that the Lusangazi 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 werc maintained to support preparation of Financial
Statements that present fairly the financial results of the Lusangazi Town Council for the financial ycar cnded
31% December, 2020.

Signed on behalf of the Council On ........oveniniii e by;

Laecion) e t®D

NOIE: TessriitissiveiiviiiniiviiafteeVsrrsiisiiisstee

Tessssrresesrrrersrnnnnne

Signature.........

RE pr)

] | ¢
Position: Council T'reasurer L y
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REPUBLIC OF ZAMBIA
OFFICE OF THE AUDITOR GENERAL

INDEPENDENT AUDITOR’S REPORT STAND No. 7951
IIAILE SELASSIE AVENUE
LONGACRES
P.0 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

Report on the Audit of the Financial Statements of Lusangazi Town Council
Opinion

I have audited the financial statements of Lusangazi Town Council for the financial ycar ended
31* December, 2020 which comprise the Statement of Cash Recceipts and Payments, the Statement
of Comparison of Budgct and Actual Amounts, Statement of Cash Reccipts and Payments for the
LLocal Government Iiqualization Fund and the Statement of Cash Reccipts and Payments for the
Constituency Development Fund (CDF) and a summary of significant accounting policics and
other explanatory information on pages 9 to 30.

In my opinion, the accompanying financial statements of Lusangazi Town Council present fairly,
in all material respects, its cash reccipts and payments and balances for the ycar ended 31%
December, 2020 in accordance with the Cash Basis Intcrnational Public Scctor Accounting
Standard (IPSAS) and the Local Authoritics Accounting Policics (LAAPS).

Basis for Opinion

I conducted my audit in accordance with International Standards of Supreme Audit Institutions
(ISSAIs). My responsibilitics under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements scction of my report. 1 am independent
of Lusangazi Town Council in accordance with the International Organisation of Supreme Audit
Institutions (INTOSAI) Code of Ethics together with the cthical requirements that are relevant to
my audit of the financial statements in Zambia, and I have fulfilled my other cthical responsibilitics
in accordance with these requirements and the INTOSAI Code. | believe that the audit evidence 1
have obtained is sufficient and appropriate to provide a basis for my opinion.

6
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Emphasis of Matter

I draw attention to part 1.1 to the financial statements which describes the roadmap of the Council
to adoption of Accrual Basis I'inancial Reporting Framework as result of which the Council has
not produced Accrual Basis type of financial statecments required by the Local Government Act,
2019.

My opinion is not qualificd 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 Basjs International Public Scctor Accounting Standard, ,the Local
Government Act 1991, the Public Finance Management Act 2018 and Local Authoritics
Accounting Policies (LAAPs) of 2019, and for such intcrnal controls as management detcrmines
is nccessary to cnable the preparation of financial statcments that arc frec from material
misstatement, whether due to fraud or crror. Those charged with governance arc 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 frce from material misstatement, whether due to fraud or error, and to issuc an auditor’s report
that includes my opinion. Reasonablc assurance is a high level of assurance but is not a guarantce
that an audit conducted in accordance with ISSAls will always detect a material misstatement
when it exists. Misstatements can arise from fraud or crror 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:

» Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or crror, 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,
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OFFICE OF THE AUDITOR GENERAL . y
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override

of internal controls.

« 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.

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

* 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.

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 control that I identify during my audit.

’

Dr. Ron M. Mwambwa, FCMA, FZICA, CGMA, CFE
ACTING AUDITOR GENERAL 4
OFFICE OF THE AUDITOR GENERAL DATE: 4 /09/’?%?‘3
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LUSANGAZI TOWN COUNCIL
FINANCIAL STATEMENT FOR THE YEAR ENDED 3157 DECEMBER, 2020

STATEMENT OF CASH RECEIPTS AND PAYMENTS FOR THIE YEAR ENDED 315" DECEMBER
2020

Note 2020 2019
Kwacha Kwacha
RECEIPTS
Local Taxes 2 5,835 1,185
IFees and Charges 3 863,937 61,247
L.icences 4 36,181 30,980
L.cvies 5 85,520 74,465
Permits 6 16,500 5,622
l.ocal Government Equalisation 1‘'und 7 6,843,190 5,523,731
Constituency Development FFund 8 800,000 -
Other Grants 9 370,000 100,000
Borrowings 10 - -
Commcrcial Venture 11 - -
Other Receipts ' 12 753,396 - 86,777
TOTAL RECEIPTS 9,774,559 5,884,007
PAYMENTS
Personal Emoluments 13 4,382,094 3,100,749
Usc of Goods and Scrvices 14 1,935,160 1,677,405
FFinancial Charges . 15 36,989 20,601
Social bencefits 16 - R
Non-Financial Asscts Acquisition 17 1,302,167 1,260,195
Financial Asscts 18 - i}
L.oan Repayments 19 - R
Other payments 20 1,132,145 698,132
TOTAL PAYMENTS 8,788,555 6,757,082
Increase/(decrease) in Cash 986,004 (873,075)
Foreign Exchange Losses 21 - -
Cash at beginning of the ycar 158,994 1,032,069
Cash at the end of the year 22 1,144,998 158,994

Incorporated in the payments recognised in this Statement arc those for Local Government Lqualisation and
Constituency Development Funds and Electoral Commission of Zambia. 1owever, the details of payments
under cach of these Funds are presented scparately in cach Fund’s own Statement of Cash Recceipts and

Payments. )

Signaturc...........05 LTl Signature..

sition: Council Ch: 'rs T S a2 o
Po hairperson Position: Council Seeret ry
‘«‘ =

R - AL
T VBIA |
rOWN
LV . o 1
Position: Council Treasurer | e
i1 JUN 7023
L
couig
P.O.
LiUlo A .
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LUSANGAZI TOWN COUNCIL,
FINANCIAL STATEMENT FOR THE YEAR ENDED 315 DECEMBER, 2020

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE YEAR
315T DECEMBER 2020

Original Actual %
Budget Adjustments  Final Budget  Amounts Pe rformance Variance % Variance
Kwacha Kwicha Kwacha Kwacha Kwacha
RECEIPTS
L.ocal Taxcs 3.750 - 3.750 5.835 156% (2.085) -56%
I'ces and Charges 2.052.200 - 2.052.200 863.937 12% 1.188.263 58%
Licences 44,980 - 44,980 36,181 80% 8,799 20%
Levies 107,180 - 107,180 85520 80% 21,660 20%
Permits 41500 - 41,500 16,500 40% 25.000 60%
Local Government Equalisation Fund 6,869,760 - 0,809,760 6.843,190 100% 26,570 0%
Constitucncy Development IFund 800.000 - 800,000 800,000 100% - 0%
Other Grants - - 370,000 100% (370.000) 100%
Borrowings - - - - 0% - 0%
Commercial Venture - - - - 0% - 0%
Other Receipts 12.000 - 12,000 753396 6278% (741.396) -6178%
TOTAL RECEIPTS 92,931,370 - 9,931,370 9,774,55? " 98% 156,811 2%
AYMENTS
Personal Emoluments 4,922,682 - 4,922,682 4,382,091 89% 540,588 11%
Usc of Goods and Scrvices 2,910,670 - 2910.670 1,935,160 66% 975510 34%
Financial Charges 34,000 - 34,000 36,989 109% (2,989) -9%
Social benefits - - - - 0% - 0%
Non-Financial Asscts Acquisition 1300452 i 1300452 302,167 100% CT15) 05
Financial Assets - - - 0% - 0%
LLoan Repayments - - - - 0% - 0%
Other payments 763.566 . - 763.566 1,132,145 118% (368.579) -48%
TOTAL PAYMENTS 9,931,370 - 9,931,370 8,788,555 88% 1,142,815 12%
ncreasce/(Decrease in Cash 0) - - 986,004 (986,004)

The composition of budget adjustments and cxplanations of major variances arc provided in Note 23.

10


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

LUSANGAZI TOWN COUNCIL

FINANCIAL STATEMENT FOR THE YEAR ENDED 3157 DECEMBER, 2020

STATEMENT OF CASH RECEIPTS AND PAYMENTS FOR THE LOCAL GOVERNMENT

EQUALISATION FUND (LGEF) FOR THE YEAR ENDED 315" DECEMBER 2020

RECEIPTS

IFunding

TOTAL RECEIPTS
PAYMENTS

Operational Expenditure Payments:

Salarics and Wages
Terminal Benefits
Utility bills
Service Provision
Goods and Services
Administrative Costs
Other Costs
Sub-Total
Capital Expenditure Payments:
Infrastructurc Development
Rchabilitation Works
‘Assct Acquisition
Other Costs
Sub-Total
TOTAL PAYMENTS
Increase/(decrease) in cash
Cash at the beginning of the ycar
Cash at the end of the year

7(b)

2020 2019
Kwacha Kwacha
6,843,190 5,523,731
6,843,190 5,523,731
4,382,094 3,100,749
24,681 580,387
393,227 095.377
153,174 125,900
504,253 718,716
5,457,429 5,521,129
1,014,585 998,610
217,845 106,363
1,232,430 1,104,975
6,689,859 6,626,104
153,331 (1,102,373)
74,622 1,027,751
227,954 74,622

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

Note: The cash at the end of the year is as indicated in the Capital Account K221,757 and in the Salarics
Account an amount of K6,197 which was part of opecration funds included in Salarics account bearing the

balance of K90920 which has other funds from locally generated funds.

11
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STATEMENT OF CASII  RECEIPTS AND  PAYMENTS FOR THE
DEVELOPMENT FUND (CDF) FOR THE YEAR ENDED 318" DECEMBER 2020

CONSTITUENCY

2019
Kwacha

2020
Kwacha
RECEIPTS
I'unding 8(a) 800,000
Other sourcces 8(b) -
TOTAL RECEIPTS 800,000
PAYMENTS
Infrastructurc Development 8(c) -
Rchabilitation Works 8(d) 188,154
Assct Acquisition 8(c) -
Administrative Costs 8(H 25,051
TOTAL PAYMENTS 213,205
Increasc/(decreasc) in Cash 586,795
Cash at beginning of the ycar -
Cash at the end of the yecar 586,795

Notc 8 cxplains the composition and other details rclating to the various clements included in this Statement.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1.

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 Scctor Accounting
Standards Board (IPSASB) and Local Authoritics Accounting Policics (LAAPs).

These financial statements have been prepared in accordance with the historical cost convention as the

basis of measurement, unless specified otherwisc.

The accounting policies have been applicd consistently throughout the period.

1.1 Migration to Accrual Basis Financial Reporting

Lusangazi Town Council is required, under the Local Government Act No. 2 of 2019 - to

producc a Statement of Comprchensive Income and a Statement of Financial Position. The
production of these statements cntails adoption and application of Accrual Basis of Accounting  in
financial reporting. Tlowever, the Act does not specify which particular accrual basis of  accounting
to usc. In applying Cash Basis of Accounting, the Council followed guidance listed below:

(a)

(b)

(c)

Cash Basis IPSAS, Financial Reporting under the Cash Basis of Accounting.

This standard provides that public scctor cntitics 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.

Accounting Pronouncement: 2018/3 — Applicability of International Public Sector Accounting
Standards (IPSASs).

This pronouncement issucd by the Zambia Institute of Chartered Accountants (ZICA) pursuant to
the Accountants Act, 2008 requires the adoption of Accrual Basis of Accounting by public entitics
by 31*' December, 2022. The Council is preparing to adopt Accrual Basis IPSASs on 1™ January,
2022

Treasury and Financial Management Circular No. 10 of 2019 issucd by the Seccretary to the
I'rcasury 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 Authoritics
should adopt the International Public Sector Accounting Standards (1IPSASs) Cash Basis
of Accounting as a first step in migration to IPSASs Accrual Basis of Accounting.

ii. Local Authoritics 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 3 1*' December 2019 up to 2021,

13
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

iii.  All Local Authorities shall adopt and apply Accrual Basis IPSAS of Accounting starting
1* January, 2022 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 Lusangazi Town Council (LTC). 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. 1 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
The financial statements were authorized for issue on, 8" June,2023 by the Ordinary Council.

14 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 authorises Lusangazi
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;

e leviable persons carrying on a business, trade or occupation within the area of the District; or
e the purchase or sale of a commodity within the area of the District.

14
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

b. Fees and Charges
Scction 27 (1) of the Local Government Act No. 2 of 2019 empowers Local Authoritics, subject to the
Business Regulatory Act, 2014, to impose fees or charges payable to the Council:

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

permits;

e For any scrvice or facility provided or goods or documents supplicd by the local authority in
pursuancc of or in conncction 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 cxpenses incurred. The Council incurs
expenditure relating to the discharge of its functions which includes expenscs relating to personal
cmoluments, usc of goods and services, social benefits and acquisition of non-financial asscts.

Items of a capital naturc are expensed at the time of payment and such transactions arc depicted in the
appropriate class and heading in the financial statements. Since capital expenditure is expensed when
incurred, ncither depreciation nor amortization is charged on non-current asscts.

1.6 Reporting on Gross Basis

Transactions arc reported on gross basis without nctting off similar classcs of reccipts and payments.
However, transactions may be reported on net basis when they relate to transactions the Council
administers on behalf of other entitics recognised in the Financial Statements

1.7 Cash in hand at the Beginning and the End of the Year
Cash at the beginning and cnd of the ycar consist of cash on hand, demand deposits and cash
cquivalents 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 casily be converted to known amounts
of cash and are subject 1o insignificant risk of change in values.

The Council recognises all short-term high liquid investments having maturitics of three months or
less as cash cquivalents,

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 rececived
from the cqualization fund, in any financial year, to finance capital expenditure and thie balance to
mcet operational expenscs.
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