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REPUBLIC OF NAMIBIA

TO THE HONOURABLE SPEAKER OF THE NATIONAL ASSEMBLY

| have the honour to submit herewith my report loe &ccounts of the Municipality of Tsumeb for theahcial year
ended 30 June 2004, in terms of Article 127(2) ke Namibian Constitution. The report is transniitte the
Honourable Minister of Finance in terms of Sect®f{1) of the State Finance Act, 1991, (Act 31 0®1)9to be laid
upon the Table of the National Assembly in termSe€tion 27(4) of the Act.

JUNIAS ETUNA KANDJEKE
WINDHOEK, October 2007 AUDITOR-GENERAL



REPORT OF THE AUDITOR-GENERAL ON THE ACCOUNTS OF TH E

MUNICIPALITY OF TSUMEB

FOR THE FINANCIAL YEAR ENDED 30 JUNE 2004

1. INTRODUCTION

The accounts of Municipality of Tsumeb for the yearded 30 June 2004 are being reported on in
accordance with the provisions set out in the Skiance Act, 1991 (Act 31 of 1991) and the Local
Authorities Act, 1992 (Act 23 of 1992).

The firm BDO Spencer Sterward has been appointddrins of Section 26 (2) of the State Finance Act,
1991, to audit the accounts of the Municipalityomhalf of the Auditor-General and under his sujseon.

Figures in the report are rounded off to the neddasibia Dollar.
2. FINANCIAL STATEMENTS

The Municipality’s financial statements were suliedtto the Auditor-General by the Accounting Offiae
compliance with Section 87 (1) of the Local Authies Act, 1992 except that these were only submitted
at a later stage instead of three months after thend of the financial year as stipulated in the Act.The
audited financial statements are in agreement wiéhgeneral ledger and are filed in his Office. eTh
abridged balance sheet at Annexure A is a trueatdin of the original signed by the Accounting iCHf.
The following annexures are also attached to tperrt:

Annexure B : Abridged income statement
Annexure C : Cash flow statement
Annexure D : Notes to the financial statements

3. SCOPE OF THE AUDIT

The Accounting Officer of the Municipality is respsible for the preparation of the financial statetaeand
for ensuring the regularity of the financial tractsans. It is the responsibility of the Auditor-@Gaal to
form an independent opinion, based on the audithose statements and on the regularity of then@iad
transactions included in them and to report higiopito the National Assembly.

The audit as carried out by the said firm, included

a) examination on a test basis of the evidence retdweahe amounts, disclosure and regularity ofrizial
transactions included in the financial statements;

b) assessment of the significant estimates and judgsmmade by the Accounting Officer of the
Municipality in the preparation of the financiab&ments and of whether the accounting policies are
appropriate to the Council’s circumstances, coestt applied and adequately disclosed; and

c) evaluation of the overall adequacy of the presamtaif information in the financial statements.

The audit was planned and performed so as to olathithe information and explanations considered
necessary to provide sufficient evidence to giesoaable assurance that:

the financial statements are free from materialstatement, whether caused by error, fraud or other
irregularity;

in all material respects, the expenditure and irebiave been applied to the purposes intended; and



the financial transactions conform to the authesitivhich govern them.
4. AUDIT OBSERVATIONS AND COMMENTS
4.1 Recoverability of debtors - Bad and doubtful debts

As shown below, debtors which are above 120 daystanding constitute 73.4% of the total debtors thigl
has a negative impact on the cash flow positictm@Municipality.

2004/2003 2003/2002 Percentage
change
N$ N$
Debtors 29 745 720 23 324 465 27.5%
Debtors >120 days 21820722 16 935 554 29%
Provision for doubtful debts - - -
Debtors>120 days/ Total debtors 73.4% 72.6%
Debtors’ collection days 306 days 184 days

The quality of debtors is a worrying concern as thend depicts that more of the Municipality'saarces
are increasingly tied up in accounts receivablectvldire 120 days and above outstanding (29 % fraon pr
year). No credit control and debt recovery polisyin place, and this is detrimental to the Munitips
affairs as no other mechanism could be employedduoce the risk of bad and doubtful debts. It alspears
that no constant review is done by managementdegnthe level of debtors and its impact on theitigy
status. The debtors’ collection period has detatéat significantly from 184 days to 306 days, aodsinot
compare well to the recommended 30 days credit.

Inadequate monitoring of debtors has also beendndtem the charging of interest on dormant
accounts/(closed accounts) for which no reasonelsces of recovery are foreseen. The basis of debt
provisioning is adhoc without any inclination taetproportion of debtors above 120 days outstandihg.
Municipality has been too conservative and unrealsiynoptimistic to the extent that no provision was
raised in respect of doubtful debts for the pageérs. According to the auditors the current iovi for

bad debts raised should have been N$ 25 878 713(20k 18 693 120).

The Municipality should implement stringent debtaeery measures in view of the level of debtors. A
debtors’ purification exercise can also help a lovay in identifying non-performing /dormant accaoaint
which could be written off with sufficient Ministet approval.

The onus rests on the Council to implement an gffestrategy on debtors and institute proper wayki
capital management techniques.

4.2  Cash flow position

The Municipality is facing an adverse cash flowlgeon as indicated by the temporary advances tareve
from other Funds and Accounts amounting to N$ 14 628, and an overdraft position of
N$ 2 208 036 as at year end. Furthermore, extéoaal redemptions and interest which are alreadytdtie

have not been paid amounted to N$ 4 128 332.

The cash flow position has been worsened by imprfipancial management as depicted by early payment
of creditors disregarding the liquidity status loé tMunicipality.



4.3  Status of records
a) Unavailability of supporting documentation/information
i) Rental income — contracts

No work could be performed on rental income amaunto N$ 846 944 owing to inadequate accounting
records and documentation. Not even a single leasgract has been maintained with the existingrtena
and this presented a limitation of scope on audit@dures. As a result the auditors were unabtbtain
sufficient and appropriate audit evidence regardlirgcompleteness and existence of rental income.

ii) Contract wages

The auditors could not obtain information relatittgwages paid to contract workers to the amount of
N$ 1 135 475, therefore they could not ascertaiatidr or not this is valid.

iii) Journal entries / adjustments

The auditors could not verify the adjustments te tontribution from Revenue Fund amounting to
N$ 12 044 814 and N$ 12 439 968 being the contdhatfrom revenue and loans respectively. A
downward movement on the Stabilization Fund by 8@ 600, from prior year could not be substantiated.

Furthermore adjustments to the appropriation adcafirN$ 1 684 506 in respect of expenditure and
N$ 187 500 in respect of income could not be erplai

iv) Water and Electricity — Understatement

The auditors could not obtain explanations from Tlwevn Treasurer regarding differences between the
billings as per customer statements and their tlions. According to their calculations, revenueni
water and electricity was understated by approxiydii$ 2 215 562 and N$ 730 168. Due to these mahter
differences the opinion on the accounts are gedlifi

b) Uncleared suspense balances

The Municipality’s records are characterized bygooutstanding suspense accounts and in general no
explanation for this could be given. The balancagehremained unchanged from prior years and itagpe
that no action is being taken by the Council tacliese accounts. The balances are so significathie
extent that they distort the fair presentation loé financial statements. The following account ibede
should receive immediate attention:

Description Amount
N$
Stabilization Fund (913 993)
Government grants (927 569)
Provision for fire brigade 748 367
Provisions for Natis 41 922
Omutuli savings 300 000

The accounting department should ensure that thalseces are cleared as soon as possible butteot la
than the next financial year.



C) Differences between General Ledger balances and sidliary records.

The following differences were noted between th@dsal Ledger and subsidiary records and could aot b
resolved during the time of the audit:

Balance per
Description Ledger balance subsidiary records Diffeence
N$ N$ N$
Loans redeemed — internal *3 573 260 3215079 138
Interest on internal loans 1223901 920 071 3@B 83
Build Together loans 1571 687 1 056 481 515 206

*Also refer to paragraph 15
d) General valuations — Site and improvements

Valuations on sites and improvements were not eevince 1998 which contravenes the local authority
legislation which requires that such professioreuations be conducted on 5 year intervals. Thigliea
that the assessment rates income and debtors desstated in view of the general trend in the prigpe
market, however the effect thereof has not beentdigal.

It is recommended that Management should complly thi¢é provisions of the governing legislation.
4.4  Investments
Observation

The Municipality’s accounting records indicate ti@erest of N$ 1 203 and N$ 4 658 was receivethfro
investments made with insurance companies, howsveelated capital amounts were being reflectedtas
year end. No explanation could be provided by tlavT Treasurer during the audit. Furthermore, the
auditors were unable to determine whether Minigteaipproval was sought as required by the Local
Authorities Act. Consequently, no assurance cdgdbbtained regarding the completeness, accuraty an
validity of these investments and the interest egithereon.

4.5  External and internal loans

Redemption of loans

Assets whose loans are fully redeemed in the cuyear to the value of N$ 2 183 822 were not tramsfi

to the contribution ex-revenue account, and neithias the related loans transferred to the redemptio
account. Consequently, depreciation is underseatddhe related fixed assets are overstated bythatint.
(Also refer to paragraph 15)

4.6  Outsourcing of accounting functions

Observation

The Municipality is heavily dependant on the usetha consultant in its accounting functions. In gnan
occasions, neither the Accountant nor the Treastwald provide explanations to audit queries withou
reference to the consultant. The consultant hasrbecso indispensable to the Municipality's accaumti

functions and operations to an extent that unavidithaof the consultant has serious negative igtions.

Council should arrange training for the Accountand Treasurer to enable them to carry out theictfans
for which they are paid, properly and efficiently.



4.7  Inadequacy of disclosures in the oag’s report
Observation

The status of audit preparedness coupled with dér@ of the records has caused inadequate disetosu
this report and the financial statements as reddirderms of the governing legislation and repartirame
work. The following outstanding information whictsa forms the basis of the qualified audit opincauld
not be made available to the auditors before fzasihn of the audit:

a) A reconciliation of the motor vehicles and thespective values (paragraph 30.1 of this report).

b) A split between properties and erven sold on atalinsent sale basis and a reconciliation of tharkg
to the prior year financial statements.

c) A clear split between ‘new agreement and ‘strengtige existing agreement’ expenses detailed in
visits to foreign countries and the respective raofehe individuals involved.

d) The details regarding any compensation payment® madng the year.

e) Details of any Government property transferredrttr@am the Municipality during the current year.

f) An analysis of the adjustments to the Appropriatcoount.

Most of the above outstanding issues were mainfjbated to the unavailability of the consultantathe
resignation of the Town Treasurer in September 2005

4.8 Value Added Taxation (VAT ) balances

Observation

The auditors could not obtain any assurance regguritie accuracy and completeness of VAT balances as
the Municipality did not claim all the input VAT oboth revenue and capital expenditure. The audit

calculations revealed that VAT was overstated by2lis 325.

Furthermore, the sales/income as per the annuaidial statements exceeded the amount declaredAier
returns. The audit opinion regarding VAT is therefqualified.

5. ACKNOWLEDGEMENT

The assistance and co-operation given by the ataéffie Municipality during the audit is appreciated



6. FINANCIAL STATEMENTS

The results of the operations of, and transactionthe Revenue Account for the year were as fotlows

Revenue Expenditure Surplus/ Balance
(Deficit)
N$ N$ N$ N$
Accumulated surplus 01/07/2003 3623904
General accounts
Non-profitable 8675 154 10 760 904 (2 085 750)
Self-supporting 5437 102 5282 246 154 856
Trade accounts
Electricity 18 966 763 14 956 091 4010672
Water 5 604 901 7 647 243 (2042 342)
Total surplus for the year 38 683 92( 38 646 484 13 37 436
Adjustments and utilizations (See
note 14 of Annexure D) (1 872 006)
Accumulated surplus 30/06/2004 1789 334

7.

The bank statement reflected a favourable the balarf N$ 2 938 (2003: N$ 9 196 — unfavourable).
Cheques totalling N$ 1 973 062 (2003: N$ 1 458 488)e outstanding at year-end. The reconciled cash-

CURRENT BANK ACCOUNT

book balance was in overdraft with N$ 2 208 03®@WN$ 1 449 292) on 30 June 2004.

8.

INVESTMENTS AND INTEREST PROCEEDS

On 30 June 2004 there was N$ 2 864 925 (2003: NAB424) invested at financial institutions, asdak:

Building societies
Commercial banks
NAMPOST

2004 2003
Investment Interest Investment Interest
NS NS NS NS
- - 1452 204 239 212
1864 925 214536 | 1726020 181 369
1 000 000 102431 | 1000 000 102 762
2 864 925 316 967 4178 224 523 34;




The investments and interest earned were allocatddllows:

2004 2003
Investment Interest Investment Interest
N$ N$ N$ N$
Renewal Fund R 2 963 - 20 472
Capital Development Fund 910 972 2 339 1877 310 16 162
Fixed Property Fund - 7 018 438 908 48 486
Betterment Fund R - - 22 627
Build Together 1950 217 3275 1834 799 -
Revenue Account R 316 968 - 400 000
Parking _ 3736 - 27 207 -
Unallocated accrued interest - (15 596) - 15 596
2 864 925 316 967 4178 224 523 343

The allocation of accrued interest earned was Edkdi on the balance of investments per Fund at the
beginning of the financial year. Council earnetedively 10.43% (excluding accrued interest) (2003
12.15%) interest during the year.

9. FUND ACCOUNTS

The position of the Fund Accounts at the end ofytb& was as shown in Note 2 in Annexure D. Thé cas
available to these Funds was applied in termstefrial regulations and the unapplied portion wassted.

10. TRADE ACCOUNTS

10.1  The results of operations were as follows:

Electricity Water

2004 2003 2004 2003

Kwh Kwh m’ m’
Sales 18 935 876 15211189 5312930 5423 830
Cost of sales (9 944 509) (9 047 489) (255 922) (3 805 531)
Gross profit 8991 367 6 163 700 5 057 008 1618299
Net expenditure (4 980 695) (4 221 185) (7 099 350) (2 599 365)
Net surplus/(deficit) 4010 672 1942 515 (2042 342) (981 066)
Gross profit on cost of sales 90.42 68.13% 1976% 42.52%
Net surplus/(deficit) on cost of
sales 40.3% 21.47% (798%) (25.78%)

The surplus for electricity indicates that the #ieity service operates on a sound financial balie loss
on the water account is unacceptable high. Cowstmuld investigate the reasons for this loss akd ta
remedial action.
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10.2  Distribution losses were:
Electricity Water

2004 2003 2004 2003

Kwh Kwh m° m
Units bought/pumped 26978 129 | 26782248 | 2788486 | 3527551
Units sold 25097 845| 21588770 | 2017322 | 2044808
Loss (1880284) (5193478 (771 164) (148274
Percentage (loss) on units (6.96% (19.39%) (27%) 42.08%)

Remarkable improvement has been achieved from tiloe year as indicated by a decrease in electricity
distribution losses from 19.39% to 6.96% in thereot year. However, management should work on

reducing losses on water distribution.

11. SELF-SUPPORTING SERVICES

The net results of the following operations weréoisws:

NATIS
Licenses
Caravan park
Cleansing
Sewerage
Sanitation

2004 2003
N$ N$
(213 014) (115 581)
(98 559) (75 441)

(4 313) (13 551)
(71 668) 172 656
584 887 654 742
(42 477) (34 240)
154 856 588 585

Council should strive to run these services on gerself-supporting basis.

12.

FRUITLESS, UNAUTHORISED OR AVOIDABLE EXPENDITUR E

No fruitless, unauthorized or avoidable expendituas revealed during the year.



13. SUSPENSE ACCOUNTS

The balance sheet includes the following suspecsauats:

Grants

Stabilization Fund

Omutali savings

Geomar Nomtsoub roads

Completion of Build Together phase

Funds for TCV from NAMAS

Provisions for Natis

Suspense staff uniforms

Elverum Funds/Sewerage

Suspense account medical (nett)

Loans not taken up

Completion of Build Together phase
external loans

Vehicle not provided for in the budge

Tender difference on TB 5/2002

Trophy money — soccer

Social Security Commission

Debts receivable

Dog licenses — Provision for S.P.C.A

2004 2003
Dt Cr Dt Cr
N$ N$ N$ N$
- 927 569 - -
- 913 993 - -
- 300 000 -
39 320 - -
- 40
36 833 - - -
41 922 -
22 216 - -
- - - 31 10(
- - 700
- - 1872 319 -
- - 5 406 -
- 4128 332 - 2462 752
- - 124 972 -
- - 86 623 -
- - - 1000
- - - 470
- - 143 771
- - - (0]¢5 1
140 291 6 269 894 2233091 2 509 423

Included under the suspense accounts is an améui$ @ 128 332 (2003: N$ 2 462 752) which is in

respect of arrear payments as well as interestbb@y® Government on external loans. All suspense

accounts should be cleared on a regular basis.

14. IRREGULARITIES AND LOSSES

No irregularities or losses due to theft, fire @odidents were revealed during the audit.



15. CAPITAL PROJECTS

No reconciliation could be provided.

Total
expenditure Internal
Nature of capital expenditure 2003/2004 Revenue loans
N$ N$ N$

Housing 22 319 - 22 319
Cemetery and Parks 96 735 - 96 735
Electricity 471775 - 471775
Council's General Expenses 123 312 - 123 312

Civic Buildings - - -
Major’s/Office 3231 - 3231
Human Resources 126 032 - 126 032
Streets, S.W.D. & Side 276 150 - 276 150
Town Engineer’s Department 18 634 - 18 634
Town Treasurer’'s Department 140 967 5 565 135 402
Water 109 365 - 109 365
Workshop 52 076 - 52 076
Cleansing 81 344 - 81 344
Fire Brigade 7 201 - 7 201
Tsumeb Cultural Village 72 193 - 72 193
1601 334 5 565 1595 7769

During the previous year capital expenditure amedind N$ 3 664 927.

The loans capital statement reflects the total @edd®l loans as N$ 3 215 079 whereas the balance shee
statements reflects N$ 3 573 260. The advance @xria in the capital statement section of the balanc
sheet is reflected as N$ 4 323 873 whilst the imwents as per the capital statement ex loans feeter] as

N$ 3 965 692. The differences are to be resolveldcarrected in the next financial year.

Furthermore, loans fully redeemed during the yeafemot been transferred from the loans capitadiatc
to the contributions from revenue account.

16. BURSARIES

No bursaries were granted during the year.

17. CONTRIBUTIONS, GRANTS AND FINANCIAL AID

No contributions, grants or financial aid was pd®d during the year.
18. COMPENSATION PAYMENTS

No compensation payments were made during the year.
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19. VISITS TO FOREIGN COUNTRIES

No information was availed regarding the visit$aeign countries for the current financial period.

2004 2003
N$ N$
Twinlink Programme — New agreement - 178 287
Twinlink Programme — Strengthening existing agregme - 49 679
- 227 966

20. CLAIMS AGAINST THE LOCAL AUTHORITY
No claims were accrued and paid as a result oflants.
21. GIFTS / DONATIONS BY THE LOCAL AUTHORITY

The following were the donations made during tharyed were approved by the Council:

Nature of donation Value Beneficiary Approval
N$
Sports & recreation 28 200 Sports Field Budget
Sports activities 11 000 Tsumeb Football club Baidg
Various 21181 Other Budget
60 381

22. TRANSFER OF PROPERTY
No Government property was transferred to/from khenicipality during the year.
23. DEBTORS / CREDITORS

23.1 Debtors

2004 2003
. . N$ N$
gogs_udmef& Co_mbk;?e]? b'”'gg 29745720 | 18549 604
upsi |e__°, receiva e rom Government 748 367 864 281
Accrued interest on investments 18 218 15 596
Sundry debtors 5447 3450 961
VAT accrual - 258 079 444 023
Suspense accounts and provisions 140 291 4 758 413
30 916 122 28 082 878

No provision for bad debts was made during the pesyears. The debt collection period for consumer
debtors is 306 days (2003: 290 days). There areeat gilumber of irrecoverable debts, which should be
written off as the overstatement of collectabletgleimpairs the reliability of the financial statemt® The
auditors are of the opinion that 87% (2003: 80%)tlné trade debtors of N$ 29 745 720 (2003:
N$ 18 549 604) should have been provided for p@tedbubtful debts. Due to the fact that this psown
was not made, the balance sheet is materially atestby the amount. If these debts have to beenritf in
ensuing financial years, it will have a severe iotp the going concern status of the Municipality.

Council should urgently address the debt collecsipstem of the Municipality in order to avoid seisacash
flow problems.

11



23.2 Creditors

2004 2003
N$ N$
Trade creditors 204 121 240 629
Loan interest and redemption in arrears 4128 332 2 462 752
Sundry creditors 4132113 *2 777 418
8 464 566 5480 799

* This does not agree with the previous report ugast year adjustments that were passed. (See
comments on note 10 of the previous year’s report.)

24. ASSESSMENT RATES

Net proceeds from assessment rates were N$ 4 142883: N$ 3 899 278). The tariffs for private and
business property were N$ 0.15639 (2003: N$ 0,148 dollar per year of the site valuations plus
N$ 0,0041 (2003: N$ 0,00373) per dollar per yeahefvaluations of improvements.

25. LOANS

25.1 External loanbalances at 30 June 2004 were N$ 11 858 302 (2093t8 530 775), excluding
Housing Fund loans of N$ 2 366 (2003: N$ 360 5&%g balances correspond with the balances as
per actuarial tables and the general ledger. Reti@mpayments are not up to date as stated in
paragraph 13.

Loan assets were correctly capitalized and no &saets have been disposed of before the loan was
completely redeemed. Loan moneys were used foptinposes they were obtained for and there
were no unspent loan moneys of a long-term nature.

25.2 Internal loan balances at 30 June 2004 were N$ 10 018 048 (2093t1 667 000). All assets
financed by internal loans were capitalized.

25.3  Housing Fund loansvere as follows at 30 June 2004:

2004 2003
N$ N$
Balance owing to the Government (2 366) (360 547)
Balance owed to the Municipality by property owners 1196 609 1523 439

26. SALE OF ERVEN

The proceeds for the sale of erven amounted to1$288, which were allocated to the Fixed Property
Fund. In the previous year this amount was N$ 40 40

27. PROPERTIES SOLD ON AN INSTALMENT BASIS
No figures were provided for the year under review.
28. TARIFF ADJUSTMENTS

Tariff adjustments were all in accordance with iblevant Official Government notice
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29. APPROVALS

29.1 Revenue written off

No amounts were written off as bad debts duringy/tee.
29.2 Excess on approved budget

Although management accounts are discussed andwgapby Council on their monthly meetings during
the year, the following votes were exceeded:

Approved Actual

Vote budget expenditure Variation
N$ N$ N$

Housing 1415 560 1698 659 (283 099)
Mayor’s office 260 491 264 766 (4 275)
Licences 95 482 99 061 (3579)
Civic buildings 766 299 1236 007 (469 708)
Low-bed 11 804 12 573 (769)
Loaders 115503 124 653 (9 150)
Water supply 3868 552 4115023 (246 471)
T/Tippers 142 599 148 198 (5599
Electricity 14 801 213 14 956 091 (154 878)

21 477 503 22 655 031 (1177 528)

29.3 Internal loans

Internal loans were advanced during the year anmgit N$ 1 595 769. (See paragraph 15.)

30. INVENTORY AND EQUIPMENT

30.1  Motor vehicles and the values thereof:

The number of motor vehicles and values thereoéweavailable as at the time of completion of tajsort.
The total kilometers travelled were 445 767 km @060 091 km) and fuel consumption was 152 8&gédit
(2003: 144 953 liters).

30.2 Inventory

Record keeping and stock control are exercisedolié¢olete stock was identified.

31. SPECIAL INVESTIGATIONS

No special investigations were carried out durlmgyear under review.

32. GENERAL

The accounting and internal controls applied byGbencil are sufficient, except lack of internaécks and
supervision of accounting staff.
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33. FORMAL AND INFORMAL QUERIES
Formal queries are embodied in this report.
Informal queries addressed to the Chief Executiffec€ comprise:

1. Inadequacy of provision for bad debts

2. Inadequacy of consumer deposits

3. Outsourcing of accounting function

4. Understatement of value added tax asset
5. Lack of security controls

6. Rental contracts not availed

7. Invoices not stamped on payment

8. Understatement of sales on VAT returns

9. Insurance of property, plant and equipment
10. Lack of explanations for cancelled receipts

Council should address the above areas of conseamaatter of urgency.
34. QUALIFIED AUDIT OPINION

The accounts of the Municipality of Tsumeb for ffireancial year ended 30 June 2004, summarized in
Annexures A to D, were audited by me in terms efphovisions of Section 85 of the Local Authoritisd,
1992, read with Section 25(1) (b) of the State R@msAct, 1991.

Except for the effect of any adjustments that mighte been necessary as referred to in paragraphs
4.1 — Bad and doubtful debts, 4.2 — Cash flow pmsi#d.3 — Status of accounting records, 4.4 —stments,

4.5 — External and Internal loans, 4.7 — Inadequdaisclosures in the financial statements and-ANRAT
balances; in my opinion, the financial statemeatdyf present the financial position of the Muniglipy at

30 June 2004 and the results of its operationscask flows for the year then ended.

WINDHOEK, October 2007 JUNIAS ETUNA KANDJEKE
AUDITOR-GENERAL
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MUNICIPALITY OF TSUMEB

ANNEXURE A

BALANCE SHEET AS AT 30 JUNE

ASSETS
Non-current assets

Fixed assets
Investments

Current assets
Trade and other receivables

Inventories

TOTAL ASSETS

EQUITY AND LIABILITIES
Own funds and reserves

Unappropriated surpluses and funds
Consumer deposits

Non-current liabilities
Current liabilities
Trade and other payables

Bank overdraft

TOTAL EQUITY AND LIABILITIES

Note 2004 2003
N$ N$
48 792 904 49 385 270
5 45 927 979 45 207 046
6 2 864 925 4178 22
34 215 826 30 784 656
7and9 33 905 43130 493 761
8 310 395 290 895
83 008 730 80 169 926
60 475 460 58 003 937
2 59 405 120 6 936 196
4 1 070 340 1073 741
3 11 860 668 18 891 321
10 672 602 3 274 668
10 8 464 566 1825 376
2 208 036 1449 297
83 008 730 80 169 926
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MUNICIPALITY OF TSUMEB

INCOME STATEMENT AS AT 30 JUNE

ANNEXURE B

Note 2004 2003
N$ N$

INCOME 38 366 953 38 284 615
EXPENDITURE 38 646 484 38 727 334
NET OPERATING (DEFICIT)/SURPLUS (279 531) (422 719)
INTEREST ON INVESTMENTS 316 967 523 343
NET SURPLUS FOR THE YEAR 37 436 80 624
ADJUSTMENTS 14 (1 872 006) 16 089
RETAINED (DEFICIT)/SURPLUS FOR THE
YEAR (1 834 570) 96 713
RETAINED SURPLUS — BEGINNING OF THE
YEAR 3 623 904 3527 191
RETAINED SURPLUS — END OF THE YEAR 1789 334 3623 904

16



MUNICIPALITY OF TSUMEB

ANNEXURE C

CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE

CASH FLOW FROM OPERATING ACTIVITIES
Cash receipts from customers

Cash paid to suppliers

Cash (utilized)/generated by operations
Investment income

Movement in Fund accounts
Fund accounts increase/(decrease)

Cash flow from investing activities
Nett capital expenditure

Change in investments (increase)/decrease
Change in loans (increase)/decrease

Cash flow from financing activities

Change in long-term liabilities increase/(decrease)

Cash and cash equivalents — Beginning of the year

Cash and cash equivalents — End of the year
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2004 2003
N$ N$
38366953 38 284 615

(37 838435) (45 267 998)

528518 98(383)

316 967 523 343

4309 494 BEO9
5154 979 239 911
(720933) (1948 997)
13329 1519946
524 564 (L 199
1116 930 (430 250)
(7 030 653) 143 754

(758 744) (46 585)

(1449292) (1402 707)
(2208036) (1449 292)




ANNEXURE D

MUNICIPALITY OF TSUMEB

NOTES TO THE FINANCIAL STATEMENTS AT 30 JUNE

1. ACCOUNTING POLICIES

The financial statements are prepared on the fgatotost basis and incorporate the following ppat
accounting policies, which are consistent with éhapplied in the previous year:

1.1 Fixed assets

Fixed assets are stated at cost or at valuatiomend®sets have been acquired by grant or by dondtiss
depreciation written off over the expected useitgdd as determined by Council from time to timexefi
assets acquired with loan funds are not depreciatgtthe loan is repaid unless the expecteditifetof the
asset is less than the repayment period of theitoahich case depreciation is calculated on thoetédl.

1.2 Stock

Stock is valued at the average cost on the firfirgtrout basis. Obsolete stock is written off g the
income statement.

1.3 Funds

Revenue account

All monies received and accrued and expenses paicaecrued, except for allocation to other Funds, a
reflected in this account, and are kept in comgkawith Section 86(1)(b) of the Local Authoritiestfof
1992 as amended.

Housing Fund
The purpose of this Fund is to provide funds tob&éenants of houses to buy such houses as rdguire
terms of Section 58 of the Act.

1.4 Special Funds

The Municipality also maintains the following Funitisterms of the authorizations in Section 80(4}radf
Local Authorities Act of 1992.

Parking Meter Fund
The purpose of this Fund is to provide for thealation and upkeeping of parking meters.

Capital Development Fund

The purpose of this Fund is to build up a genexsérve to ensure that the Municipality's finanpiasition
is stable. Income to this Fund is transferred fittim general income account and derived from interes
investments.

Betterment Fund

The purpose of this Fund is to provide for futureoiovement of Municipal assets. Part of the prosesd
the sale of properties developed by the Municipaicumulate in this Fund as well as interest @erivom
investments.

Fixed Property Fund
Proceeds on the sale of developed properties adatern this Fund and are used to develop progertie
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ANNEXURE D
MUNICIPALITY OF TSUMEB

NOTES TO THE FINANCIAL STATEMENTS AT 30 JUNE (conti nued)

Renewal Fund

The purpose of this Fund is to provide for replaeatfor assets and for additional depreciation ssets
which decreased in value. Income is obtained fréwa Revenue Account and interest derived from

investments.

Build Together Fund

The purpose of this Fund is to provide loans tdiegpts who want to build or buy houses with théphef
the community. The instalments received for thenpeyt of these loans are reinvested in this Fund.

2004 2003
N$ N$

2. UNAPPROPRIATED SURPLUSSES AND FUNDS
2.1 SPECIAL FUNDS
Capital Development Fund 2 020 599 1886 572
Fixed Property Fund 10 384 072 11 391 030
Grand and Subsidy Contribution Fund - 927 569

12 404 671 14 205171
2.2 INTERNAL FUNDS
Loans redeemed 3573 260 14 594 565
Contributions ex revenue 24 781 256 1175606
General Capital 20 986 1082 741

28 375 502 16 852 912
2.3 RESERVES
Betterment Fund 1929 459 1903 663
Renewal Fund 9110 254 11 774 831
Parking Meter Fund 37 336 36 123
Build Together 3521 906 3427 539
Housing Fund 1 1487 807 1389 478
Housing Fund 2 289 751 534 889
Stabilization Fund - 1473993
Leave bonus and salary reserve - 1253 861

16 376 512 21794 377
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MUNICIPALITY OF TSUMEB

ANNEXURE D

NOTES TO THE FINANCIAL STATEMENTS AT 30 JUNE (conti nued)

2.4  ACCUMULATED SURPLUS
Appropriation account

Accumulated surplus at the beginning of the year
Total surplus for the year

Prior year adjustments

25 TRUST FUNDS

Endowment Fund

3. NON-CURRENT LIABILITIES

Government loans - Capital

- Housing

None of the loans are secured by any assets dddimécipality.

4. CONSUMER DEPOSITS: SERVICES

Electricity and water

5. FIXED ASSETS

Fixed assets at the beginning of the year
Capital expenditure during the year
Reversal of additions

Less: Depreciation for the year
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2004 2003
N$ N$
1789334 3623904
623904 3527191
37 436 80 624
(1 872 006) 16 089
459 101 453 832
59 405 120 56 930 196
11858302 18530775
2 366 360 546
11860668 18 891 321
1 070 340 1073741
450287 43 258 049
1601336 687P86
- (1000 000)
(880 405) (715789
45927 979 45 207 046




MUNICIPALITY OF TSUMEB

ANNEXURE D

NOTES TO THE FINANCIAL STATEMENTS AT 30 JUNE (conti nued)

6. INVESTMENTS
Unlistec

Fixed deposit

Management's valuation of unlisted investmen

Unlistec

Investments were made in terms of Section 80(1if3)the Local
Authorities Act (Act 23 of 1992). No investmentsveabeen written off
during the year. No investments have been pledgeskeurity for any

funding facilities of the Council.

7. LONG-TERM DEBTORS
Fixed Property Fur
Build Togethe

Housing fund 1
Housing fund 2

8.  STOCK (INVENTORY)
Stock represents consumable st
9. DEBTORS

Tradedebtor:

Othe
Suspense accounts and provis

10. CREDITORS

Tradecreditors
Sundry creditol

2004 2003
N$ N$

2 864 92! 4178 22
2 864 92! 4178 22.
221 01« 397 69!
157168 1592 74(
390 82¢ 472 52:
805 77! 1050 91

2 989 30! 3 513 87¢
310 39! 290 89¢
2974572 18 549 60
380 11: 4774 86.
790 28! 3 655 42!
30916 12 26 979 88
204 12: 240 62¢

8 260 45 1584 74°
8 464 5(6 1825 37¢

The sundry creditors as per balance sheet of thedclicare a net figure comprising of several prmris and
suspense accounts. An amount of N$ 3 520 525ngl&di grants and subsidies, stabilization fundsleade
bonus and salary reserves were incorrectly disdloséhe prior year as Funds instead of sundnditoes.
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ANNEXURE D
MUNICIPALITY OF TSUMEB

NOTES TO THE FINANCIAL STATEMENTS AT 30 JUNE (conti nued)

2004 2003
N$ N$
11. ASSESSMENT RATES
Assessment rates 4 244 580 3 899 278
Valuations should be performed every five yearse Tast general
valuation came into effect in 1998.
The basic rates were as follows:
Site Improvements
2004 2003 2004 2003
N$ N$ N$ N$

Residential 0.15639 0.14218 0.0041 0.00373
Business 0.15639 0.14218 0.0041 0.00373
12. NOTES TO THE CASH FLOW STATEMENT
Nett operating (loss)/surplus before transfers X 4 80 624
Adjustments for:

Appropriation account (1 872 006) 16 089

Interest on investments (316 967) (523 343)
Operating (loss)/surplus before changes in workeqgjtal (2 151 537) (426 630)
Changes in working capital
Trade and other receivables decrease/(increase) 936(234) (5 395 233)
Trade and other payables (decrease)/increase B3B5 (1118 135)
Inventaries decrease/(increase) (19 500) (43 385)

2680055 (6556 753)

Cash (utilized)/generated by operations 528 518 (6 983 383)

13. RETIREMENT BENEFITS
The personnel contribute to the Retirement Funidoohl Authorities of Namibia. The retirement behefi

plan is subject to the Pension Fund Act, with pamsibeing calculated on the final pensionable
remuneration paid.
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MUNICIPALITY OF TSUMEB

NOTES TO THE FINANCIAL STATEMENTS AT 30 JUNE (conti nued)

ANNEXURE D

14. ADJUSTMENTS AND UTILIZATIONS OF THE
REVENUE ACCOUNT

Expenditure
Payment to Regional Council
Payments regarding previous years

Revenue

Unclaimed balances
VAT correction

Net correction of debtors

Net adjustments

* No explanation for these adjustments could bevigiend to the auditors during the audit.
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2004 2003
N$ N$

90 889

27 612
*(1 684 506) 118 501
300

18 099

116 191

*(187 500) 134 590
*(1 872 006) 16 089




