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FOREWORD  
 

The Government of the Republic of Zambia through the Ministry of Finance has been undertaking 

Public Financial Management Reforms in its quest to improve transparency and accountability in 

the management of public funds. Such reforms include the enactment of the Public Finance 

Management Act No. 1 of 2018 which establishes the Treasury whose mandate is to oversee inter 

alia, the design and implementation of financial management systems in all public bodies. 

 

Ministries, Provinces and Agencies (MPAs) are mandated to provide services to the general public. 

To achieve this, it is important that there is effectiveness and efficiency in the management of 

public resources used to finance service delivery. In this regard, the Ministry of Finance has 

prepared the Central Government Accounting Policies (CGAPs) for Cash Basis International 

Public Sector Accounting Standards (IPSAS) to guide MPAs in the preparation of annual General 

Purpose Financial Statements (GPFSs) that meet acceptable international financial reporting 

standards. 

 

Specifically, the CGAPs will provide guidance on how financial transactions that involve cash are 

measured, recognised and disclosed in the Cash Basis IPSAS General Purpose Financial 

Statements (GPFSs) of the Republic. The CGAPs also include Financial Statement formats that 

MPAs will use in their preparation of annual financial reports.. 

The CGAPs will therefore, make it easy to compare the financial performance of MPAs with 

similar characteristics, facilitate decision making and corrective action. 

The CGAPSs for Cash Basis Accounting will provide a basis for migration of MPAs to Accrual 

Basis IPSAS by 2024. 

It is my expectation that the provision of financial statements that meet acceptable reporting 

standards will also enable stakeholders hold MPAs accountable in their discharge of functions. 

I wish to urge all Controlling Officers to comply with the CGAPs. 

 

 
 Felix Nkulukusa 

  Secretary to The Treasury 

  Ministry of Finance and National Planning 
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PART 1: PRELIMINARY 
 

1.1  ARRANGEMENT OF THE POLICIES 
 

The policies are divided into parts, paragraphs and sub-paragraphs.  

 

1.2  DEFINITIONS 

 

“Accounting policies” means the specific principles, bases, conventions, rules and practices 

applied by MPAs in preparing and presenting financial statements. 

“Accrual Basis” means recognition of transactions and other events when they occur and not 

only when cash is received or paid. 

 “Basis of Preparation” means either Cash Basis or Accrual Basis used in recognising, 

measuring and disclosing transactions, other events and balances in the General Purpose 

Financial Statements. It is also called Accounting Basis. 

“Budget Adjustments” means approved supplementary provisions and re-allocations of 

provisions among various budget lines. 

“Cash” means cash on hand, demand deposits and cash equivalents. 

“Cash equivalents” are short term, high liquid investments that can easily be converted to 

known amounts of cash and are subject to insignificant risks of changes in value. High liquid 

investments are those that can easily be converted to cash within three months. The examples 

include treasury bills, other marketable securities of less than three months maturity period 

and fixed deposit balances that can be converted to cash without significant penalties; 

“Cash flows” means inflows and outflows of cash. 

“Cash on hand” is actual notes and coins that an MPA can easily use. 

“Cash payments” means a payment by outflow of actual cash rather than in kind. 

“Capital Expenditure” means amounts spent on items that will generate economic benefits 

or service potential for more than one year. 

“Cash receipts” means a receipt by inflow of actual cash rather than in kind; 

“Central Government” means the Executive, Judiciary and Legislative branches of 

Government and their Agencies; 

“Central Government Accounting Policies” means IPSAS based accounting policies 

developed by the Ministry of Finance which MPAs apply in preparing and presenting financial 

statements; 

“Consolidated Financial Statements” means financial statements of an economic entity in 

which cash receipts, cash payments and cash balances of the controlling entity and any of its 
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controlled entities are aggregated or combined. They are also called group financial 

statements; 

“Control of Cash” is when an MPA can use the cash for the achievement of its objectives 

and benefit from the cash or regulate or exclude others from the access of that benefit; 

“Control of an entity” means the ability of an MPA to control another entity when the MPA 

is exposed, or has rights, to variable benefits from its involvement with the other entity and 

has the ability to affect the nature or amount of those benefits through its power over the other 

entity;  

“Controlled entity” means any entity that is under the control of an MPA, making the MPA 

the controlling entity; 

“Controlling officer” means an officer designated as such pursuant to Section10 of the Public 

Finance Management Act No.1 of 2018; 

“Controlling body” means a board of directors or commissioners or group of persons or 

person appointed to oversee the management and control of a public body; 

       “Demand deposits” is money deposited in bank accounts which can easily be withdrawn      

 without prior notice; 

       “Economic entity” means a controlling entity and any of its controlled entities. It is also 

called a group; 

“Entity” means an organisation, institution, establishment or body that is established    

through laws or accounting principles that separates it from its owners (with a distinct and 

independent existence); 

“Exchange transactions” are transactions in which one entity receives assets or services, or 

has liabilities extinguished, and directly gives approximately equal value (primarily in the 

form of cash, goods, services, or use of assets) to another entity in exchange; 

“Financial Reporting Framework (FRF)” means Accounting Standards adopted by the 

Government as guided by ZICA in preparing GPFSs for public sector entities; 

“Final Budget” means the budget after approved adjustments are made to the original budget; 

“General Purpose Financial Statements (GPFSs)” means financial statements prepared 

primarily for a wide range of users that are not in a position to demand preparation of financial 

statements tailored to their needs. In these policies, GPFSs may also simply be referred to as 

financial statements; 

“Key management personnel of MPAs” are:- 

a. Minister, 

b. Controlling Officer, 

c. Heads of Departments, 

d. The advisors to the persons in ‘a to c’ above  in the conduct of their work 

“Liquidity” means the ability of an MPA to meet current financial obligations. Net cash flows 

or surpluses and positive cash balances may be indicative of healthy liquidity; 
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“Materiality” means that information is material if its omission or misstatement could 

influence the discharge of accountability or decisions that users make on the basis of the 

MPA’s financial statements prepared for that period;  

 “Non-exchange transactions” are transactions that are not exchange transactions. In a non-

exchange transaction, an MPA either receives value from another entity without directly giving 

approximately equal value in exchange, or gives value to another entity without directly 

receiving approximately equal value in exchange; 

“Original budget” means the Estimates of Revenue and Expenditure as appropriated by 

Parliament; 

“Pass-through cash flows” means cash flows that relate to revenue collections an MPA may 

make on behalf of the Treasury which are initially deposited in the bank account of an MPA 

but are later transferred to the Treasury or its Agencies.  Any cash flows with similar 

characteristics shall be deemed pass-through cash flows. The cash merely passed through the 

bank of the MPA; 

“Personal Emoluments” include salaries, allowances, benefits and rights that form an 

individual’s remuneration for services rendered, including pension benefits or other benefits 

on retirement; 

“Recurrent Departmental Expenditure” means the operating expenses of an MPA other 

than capital expenditure that are incurred on a regular basis to meet its mandate; 

“Related Parties” are those persons or entities with authority and responsibility to control, or 

exercise significant influence over the MPA in making financial and operating decisions or 

entities with which the MPA are both subject to common control; 

“Reporting Date” means the date of the last day of the financial period to which the financial 

statements relate; 

“Resource providers” means any entities or persons that provide economic resources used by 

an MPA to deliver services to residents and citizens. The resources may include personnel, 

cash, technical support, land, buildings and machinery; 

“Service recipients” means residents, citizens, entities or individuals who receive or are 

entitled to receive services provided by the MPA; 

“Solvency” means the ability of an MPA to meet financial obligations over the long term. The 

sustainability of the MPAs’ service delivery and other operations over the long term, and 

changes therein as a result of their activities during the reporting period. Purchase of machinery 

and investing into long term assets and moderate dependency on borrowed resources may 

indicate a healthy solvency situation; 

 

 “Spot Exchange Rate” is exchange rate for immediate delivery;  
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PART 2:  ADOPTION OF INTERNATIONAL PUBLIC SECTOR 

ACCOUNTING STANDARDS (IPSAS) FINANCIAL 

REPORTING FRAMEWORK 

 

2.1  FINANCIAL REPORTING FRAMEWORK FOR MINISTRIES, 

PROVINCES AND AGENCIES 
 

2.1.1 The Government uses International Public Sector Accounting Standards (IPSASs) as the 

Financial Reporting Framework for preparation and presentation of GPFSs in MPAs 

pursuant to section 70(6) of the Public Finance Management Act No. 1 of 2018. 

 

 2.1.2 In adopting the IPSAS Framework, the Government considered the Zambia Institute of 

Chartered Accountants (ZICA) IPSAS Applicability Pronouncement 2018/3 and the 

provisions of Cash Basis IPSAS that require that entities with the following 

characteristics should adopt the IPSAS Framework:- 

 

i) Public sector entities that deliver services for the benefit of the public and or   

redistribute income and wealth; 

ii) Public sector entities that raise finances through taxes, levies, social contributions and/ 

or from other levels of Government; and  

iii) Public sector entities that do not have profit as their primary motive.  

  

2.1.3 In line with the mandate of the Treasury as enshrined in article 183(3)(c) of the 

Constitution of Zambia (Amendment) Act No.2 of 2016 and Public Finance Management 

Act No. 1 of 2018, Section 9(1) (a) ,supplementary guidance on the implementation of 

the IPSAS Framework will be issued by the Treasury from time to time. 

 

2.1.4 The guidance in 2.1.3 above may include determining which entities will be required to 

report using Part 1 of the Cash Basis IPSAS and which ones should apply both Part 1 and 

2. 

 

 

 

 

 

 

 

 



5 
 

PART 3: OBJECTIVE AND SCOPE OF CASH BASIS IPSAS CENTRAL 

GOVERNMENT ACCOUNTING POLICIES (CGAPs) 
 

3.1  OBJECTIVES AND SCOPE  
 

    3.1.1 The objective of the Cash Basis CGAPs is to provide guidance on how cash transactions, 

other events and balances are measured, recognised, and disclosed in the Cash Basis 

IPSAS General Purpose Financial Statements (GPFS) of MPAs. 

 

3.1.2 The CGAPs also help provide sufficient information for the various users of GPFSs.  

 

3.1.3 These CGAPs apply to all MPAs in Zambia and their controlled entities that presents their 

own financial statements and has its own Head of Revenue and Expenditure.  

 

3.1.4 The Cash Basis CGAPs have been issued as an intermediary step for MPAs in their 

transition process to Accrual Basis IPSASs. Cash Basis CGAPs are not meant to be an 

end in themselves but as a basis for migration to Accrual Basis Accounting. 

 

3.1.5 Cash Basis CGAPs shall apply to preparation and presentation of financial statements of 

MPAs for the years up to 2024.  

 

3.2 REPORTING ENTITY 

 

3.2.1 For the purposes of GPFSs of the Republic, the Government of the Republic of Zambia is 

the  reporting entity; 

 

3.2.2 At a level of an MPA, the reporting entity is an individual MPA that presents financial   

   statements and has its own Head of Revenue and Expenditure; 

 

3.2.3 Other reporting entities include entities that fall under a Head but, in substance, exist or  

   operate as separate or autonomous or semi-autonomous entities; 

 

3.2.4 The criteria for determining reporting entities in 3.2.3 above shall be any of the following:- 

 

i. An entity that ordinarily operates with its own management which is usually 

separate from the one at the Headquarters of the MPA 

ii. An entity that has its own accounting unit 

iii. An entity that has own procurement unit 

iv. An entity that has own internal audit unit 

v. An entity that runs own bank accounts 

vi. An entity that generates own revenue or receives funding from Central Government 

vii. Entities that reach revenue thresholds as shall be set by the Treasury. Examples of 

entities with the above features include hospitals, colleges and schools. 
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3.2.5 Exceptions in 3.2.3 above are those that have their own Acts of Parliament, separate   

   controlling body or exist under a separate financing agreement signed with CPs. 

 

PART 4: CASH BASIS  

GENERAL PURPOSE FINANCIAL STATEMENTS  

  

4.1   OBJECTIVES AND USERS OF FINANCIAL STATEMENTS  
 

4.1.1 The objective of financial reporting is to provide financial information about the MPAs 

that is useful to users of GPFSs for accountability and decision-making. . 

 

4.1.2 The financial information provided by GPFSs must cover all cash resources controlled 

by or involving the MPAs and/or their controlled entities. 

 

4.1.3 GPFSs of MPAs are, therefore, developed primarily to respond to the information needs 

of service recipients and resource providers who are not in a position to require MPAs 

to prepare and disclose the information they need for accountability and decision-

making purposes. 

 

4.1.4 The primary users of the GPFSs are National Assembly and citizens as service 

recipients. The other users of GPFSs produced by MPAs include the Cabinet, line and 

provincial ministers, taxpayers, residents, employees, investors, financial institutions, 

suppliers, Cooperating Partners and  Civil Society bodies.  

 

4.1.5 MPAs are required to be accountable in line with section 10 of the Public Finance 

Management Act No.1 of 2018 which states that “A controlling officer designated by 

the Secretary to the Treasury under Section 7, shall be responsible and accountable for 

the proper financial management and expenditure of public monies appropriated to 

public bodies in respect of all public monies collected, received or disbursed and in 

respect of public stores or assets received, held or disposed of by or on behalf of the 

ministry or department or service for which such head is provided..” GPFSs of MPAs 

therefore respond to this statutory requirement by ensuring information is provided to 

appropriate users for assessing accountability. 

 

4.1.6 The primary function of MPAs is to provide public goods and services that enhance the 

well-being of citizens and other eligible residents in the Country.  

 

4.1.7 MPAs are accountable to those that provide them with resources, and to service 

recipients that depend on MPAs to deliver services during the reporting period and over 

the long term.  

 

4.1.8 The discharge of accountability obligations require the provision of information on how 

an MPA manages resources entrusted to it for the delivery of services. 
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4.1.9 Information about the costs, efficiency and effectiveness of past service delivery 

activities, the amount and sources of cost recovery, and the resources available to 

support future activities will be necessary to hold the MPAs  accountable. 

 

4.2  INFORMATION NEEDS OF SERVICE RECIPIENTS AND 

 RESOURCE PROVIDERS  
 

4.2.1 For accountability and decision-making purposes, service recipients and resource providers 

need information that supports the assessments of such matters as:  

 

a) The performance of the MPAs during the reporting period in:  

 

i) Meeting their service delivery and other operating and financial objectives;  

ii) Managing the resources they are responsible for;   

iii) Complying with relevant budgetary, legislative and other authority regulatory 

requirements;  

 

b) The liquidity and solvency of the MPAs.  

 

The sustainability of the MPAs’ service delivery and other operations over the long term 

and changes therein as a result of their activities during the reporting period including:- 

i) The capacity of the MPA to continue to fund its activities and to meet their operational 

objectives in the future (their financial capacity), including the likely sources of 

funding and the extent to which the MPAs are dependent on, and therefore vulnerable 

to funding or demand pressures outside their control;   

ii) The available resources to support the provision of services in future periods (their 

operational capacity); and   

 

c) The capacity of the MPAs to adapt to changing circumstances, whether changes in 

demographics or changes in domestic or global economic conditions which are likely to 

impact the nature or composition of the activities it undertakes and the services it 

provides.  

 

4.2.2 The information service recipients and resource providers need, for these purposes may 

overlap in many respects. For example, service recipients, like resource providers, would 

require information as input to assessments of such matters as whether or not:- 

 

a) The MPAs are using resources economically, efficiently, effectively as intended,  

b) The range, volume and cost of services provided during the reporting period are 

appropriate, and 

c) The current levels of local taxes, levies, charges, fees or other resources raised are 

sufficient to maintain the volume and quality of services currently provided. 

 

4.2.3 Service recipients also require information about the effects of decisions made and 

activities undertaken by the MPAs during the reporting period. This includes the resources 

available to support the provision of services in future periods, the MPA’s anticipated 
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future service delivery activities and objectives, and the amounts and sources of cost 

recoveries necessary to support those activities.  

 

4.2.4 Resource providers will require information to assess whether the MPAs:- 

 

a) are achieving the objectives established as the justification for the resources raised 

during the reporting period;  

b) Funded current operations from funds raised in the current period from taxpayers or 

from borrowings or other sources; and  

c) are likely to need additional (or less) resources in the future, and the likely sources of 

those resources.   

 

4.2.5 Lenders / creditors also require information to assess the liquidity of Central Government 

to determine whether the amount and timing of repayment will be met. Cooperating 

Partners require information to support assessments of whether the Central Government is 

using resources economically, efficiently, effectively as intended. They also require 

information about the Central Government’s anticipated future service delivery activities 

and resource needs. 

 

4.3  INFORMATION PROVIDED BY GENERAL PURPOSE FINANCIAL 

 STATEMENTS 
 

4.3.1 Information on the cash flows of MPAs contribute to assessments of financial performance 

of MPAs which includes the following elements:- 

 

i. It’s liquidity and solvency position;  

ii. It indicates how the MPAs raised and used cash during the period, including their 

incurring liabilities and their acquisition and sale of non-current assets; and 

iii. It identifies the cash received from, for example, taxes and investments and the cash 

transfers made to, and received from, Central Government, Government Agencies 

and Cooperating Partners (CPs). 

  

4.3.2   Information about cash flows can also support assessments of the MPAs’ compliance with 

spending plans expressed as cash flows needed in future periods to support service delivery 

objectives.   

 

4.3.3 Information about cash flows are typically presented in financial statements to assist users 

to better understand, interpret and place in context the information presented in the 

financial statements.   

 

4.3.4 GPFSs may also provide financial and non-financial information that enhances and 

complements  the financial statements, including information  as follows:- 

 

i. Compliance with approved budgets and other authority governing their  operations; 

ii. Service delivery activities and achievements during the reporting period; and 
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iii. Expectations regarding service delivery and other activities in future periods, and 

the long term consequences of decisions made and activities undertaken during the 

reporting period, including those that may impact expectations about the future. 

This information may be presented in the notes to the financial statements.  

4.4  BUDGET INFORMATION AND COMPLIANCE WITH 

 LEGISLATION OR OTHER AUTHORITIES GOVERNING THE 

 RAISING AND USE OF RESOURCES   
 

4.4.1 Typically, an MPA prepares Estimates of Revenue and Expenditure, which are submitted 

to the Ministry of Finance for consolidation and tabling in Parliament for approval.  The 

National Budget is made available to the public in order to provide financial information 

about the MPAs’ operational plans for the forthcoming period, their capital needs, and 

often, their service delivery objectives and expectations. The budget is used to justify the 

raising of resources from taxpayers and other resource providers, and establishes the 

authority for spending.   

 

4.4.2 Some resources to support the activities of MPAs may be received from CPs, lenders or 

as a result of exchange transactions. However, resources to support the activities of 

MPAs are predominantly provided in non-exchange transactions by taxpayers and others, 

consistent with the expectations reflected in an approved budget.   

   

4.4.3 GPFSs provide information about the financial results described as “increase or decrease 

in cash,” of the MPA during the reporting period, its assets and liabilities at the reporting 

date (under Part 2 Cash Basis IPSAS) and the changes therein during the reporting period, 

and its service delivery achievements.  

 

4.4.4 The inclusion of information within GPFSs assists users in assessing the extent to which 

revenues, expenses, cash flows and financial results of the MPA comply with the estimates 

reflected in approved budgets. 

 

4.4.5 The MPA’s adherence to relevant legislation or other authorities governing the raising and 

use of resources, is important in determining how well an MPA has met its financial 

objectives. Such information is necessary for the discharge of an MPA’s accountability to 

its constituents, enhances the assessment of the financial performance of the MPA and 

will inform decision making. 

 

4.5   SERVICE DELIVERY ACHIEVEMENTS  
 

4.5.1 The primary objective of MPAs is to provide public goods and services to recipients. 

Consequently, the financial performance of MPAs will not be fully or adequately reflected 

in any measure of financial results. Therefore, MPAs’ financial results will need to be 

assessed in the context of the achievement of service delivery objectives.  

4.5.2 In some cases, quantitative measures of the outputs and outcomes of the MPAs’ service 

delivery activities during the reporting period will provide relevant information about the 

achievement of service delivery objectives―for example, information about the cost, 
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volume, and frequency of service delivery, and the relationship of services provided to the 

resource base of the MPA. In other cases, the achievement of service delivery objectives 

may need to be communicated by an explanation of the quality of particular services 

provided or the outcome of certain programs.   

 

4.5.3 Reporting non-financial as well as financial information about service delivery 

activities, achievements or outcomes during the reporting period will provide input to 

assessments of the economy, efficiency, and effectiveness of the entity’s operations. 

Reporting such information is necessary for MPAs in discharging their obligations and 

being accountable. Decisions that Cooperating Partners make about the allocation of 

resources to particular MPAs and programs are also made, at least in part, in response 

to information about service delivery achievements during the reporting period, and 

future service delivery objectives. 

 

4.6  PROSPECTIVE FINANCIAL AND NON-FINANCIAL 

 INFORMATION  

  

4.6.1 Given the longevity of MPAs and many of their programs, the financial consequences of 

many decisions made in the reporting period may only become clear many years into the 

future. Therefore, financial statements which present information on cash flows over the 

reporting period will then need to be assessed in the context of the long term.   

 

4.6.2 Decisions made by MPAs in a particular period about programme delivery and funding 

services in the future can have significant consequences for:- 

 

i. Citizens and residents who will be dependent on those services in the future; and  

ii. Current and future generations of taxpayers and other involuntary resource 

providers who will provide the taxes and levies to fund the planned service 

delivery programs and related financial commitments.   

  

4.6.3 Information about the MPA’s anticipated future service delivery programs and 

objectives, their likely impact on the future resource needs of the MPA and the sources 

of funding, will be necessary to assess the ability of the MPA to meet its service delivery 

and financial commitments. The disclosure of such information in GPFSs will support 

assessments of the sustainability of service delivery, enhance the accountability of the 

MPA and provide additional information useful for decision-making purposes. 

 

4.7  INFORMATION THAT ENHANCES AND COMPLEMENTS THE 

 FINANCIAL STATEMENTS AND OTHER USEFUL INFORMATION  
 

4.7.1 The scope of financial reporting establishes the boundary around the transactions, other 

events and activities that may be reported in GPFSs.  

 

4.7.2 Public interest in MPAs requires that the scope for financial reporting is more 

comprehensive than that encompassed by financial statements. It entails the presentation 
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within GPFSs of additional information that enhances and complements those 

statements.   

 

4.7.3 Service recipients and resource providers may also need to consider information from 

other sources, including reports on current and anticipated economic conditions, 

Government budgets and forecasts and information about Government policy initiatives 

not reported in GPFSs. 

 

4.7.4 For example, while comparison of actual with budget information for the reporting 

period may be included in GPFSs, the budgets and financial forecasts issued by MPAs 

provide more detailed financial and non-financial information about the financial 

characteristics of the plans of the MPAs over the short and medium terms.  

 

 

 

PART 5:  APPLICATION OF PART 1 OF CASH BASIS IPSASs TO THE 

CGAPs 

5.1   BASIS OF PREPARATION 
 

5.1.1  Mandatory Requirements of Part 1 of Cash Basis IPSAS as interpreted and laid out 

 in these CGAPs shall apply to preparation and presentation of financial statements 

 of MPAs for the financial years up to 31st December 2023.  

 

5.1.2  MPAs or their controlled entities whose financial statements comply with all 

 appropriate requirements of Part 1 only of Cash Basis IPSAS shall disclose that 

 fact. The disclosure shall be as  follows: 

 

 “Basis of Preparation  

 The Financial Statements have been prepared in accordance with Part 1 of Cash 

 Basis IPSAS, Financial Reporting under the Cash Basis of Accounting, issued by 

 the International Public Sector Accounting Standards Board (IPSASB) and Central 

 Government Accounting Policies (CGAPs)”. 

  

5.1.3  Where the financial statements meet the requirements of both Part 1 and Part 2 of 

 the Cash Basis IPSAS, the Statement of basis of preparation shall read as follows; 

 

 “Basis of Preparation 

 The Financial Statements have been prepared in accordance with Cash Basis 

 IPSAS, Financial Reporting under the Cash Basis of Accounting, issued by the 

 International Public Sector Accounting Standards Board (IPSASB) and Central 

 Government Accounting Policies (CGAPs)”. 
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5.2 COMPOSITION OF GENERAL PURPOSE FINANCIAL STATEMENTS 

(GPFSs) 

 MANDATORY FINANCIAL STATEMENTS 
 

5.2.1  The General Purpose Financial Statements of an MPA shall comprise the 

 following:- 

 

i. Statement A – Statement of Cash Receipts and Payments which recognises all cash 

transactions, other events and balances controlled by an MPA; 

ii. Statement B – Statement of Comparison of Budget and Actual Amounts (Budget 

Execution);  

iii. Statement C – Statement of Comparison of Budget and Actual Amounts (By 

Department or Programme); 

iv. Statement D – Statement of Comparison of Budget and Actual Amounts 

(Functional Classification); 

v. Summary of significant accounting policies; and Explanatory notes to the Financial 

Statements. This includes disclosure of cash   balances held in the bank account of 

an MPA on behalf of other entities  

 

5.2.2 Information included in the FSs shall include cash receipts, payments and balances on 

gross basis analysed in appropriate levels of classes of transactions as per the prescribed 

format (Appendices 1 and 2). 

 

5.2.3 The GPFSs shall also include the Institutional Performance Report, a Statement of  

Responsibilities for Annual Financial Statements and the Independent Auditor’s Report. 

 

5.2.4 MPAs shall use prescribed formats of GPFSs provided in Appendices 1 and 2 which form 

part of these policies. 

 

5.2.5 MPAs are encouraged to design and use their own covers for their FSs which should 

display and promote their socio-economic activities. 

 

5.2.6 The Statement of Cash Receipts and Payments shall recognise all cash controlled by       

the MPA including cash controlled for short periods or on temporal basis. Cash 

Controlled for short term basis shall be appropriately disclosed in the explanatory notes.  

 

5.2.7 The Statements of Comparison of Budget and Actual Amounts (Statements C) shall be 

presented as separate statements showing the original and final Budgets, adjustments and 

variances while (Statements B & D) will only show original and final Budgets and actual 

amounts and variances. 

 

5.2.8 All material differences between final budgets and actual amounts shall be explained in 

the notes to the annual financial statements. Budget differences of atleast ±20% and 

above are considered material.  
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5.2.9 Explanatory notes to the financial statements shall be in form of numbered detailed 

narrations, schedules and analyses properly cross-referenced to the financial statements. 

 

5.2.10 Explanatory notes to the FSs shall give disclosure details of cash balances held in 

the bank account of an MPA on behalf of other entities as well as per cash book. 

 

5.3 RECOGNTION AND MEASUREMENT CRITERIA OF CASH BASIS 

TRANSACTIONS, OTHER EVENTS AND BALANCES 
  

5.3.1 Cash transactions, other events and balances should be recognised in the GPFSs using 

the following criteria:- 

 

a) When a transaction, event or condition meets the definition of cash or cash 

equivalent. 

b) When cash and cash equivalents are received or paid by an MPA and  

c) When the MPA controls or controlled the cash transaction, other events and 

balances during the relevant period or at end of that period. 

 

5.3.2 Control of cash itself is determined using all or any of the following four conditions:- 

 

a) When the MPA can use the cash to achieve its own objectives and exclude or regulate 

others from that benefit; or 

b) When that cash is collected by or appropriated to or granted to the MPA which it can 

use to fund its operating objectives, acquire capital and repay debts; or 

c) When that cash is deposited into the bank account of that MPA.  

 

5.3.3 Regarding paragraph 5.3.2 above, ‘objectives’ and ‘operating objectives’ of MPAs 

shall be determined from the functions, duties and responsibilities conferred on them 

by, among others, the following authorities:- 

 

a) Constitution of Zambia (Amendment) No. 2 of 2016; 

b) Public Finance Management Act No. 1 of 2018; 

c) Financial Regulations; 

d) Various Acts and Regulations that govern operations of the MPAs; 

e) Government Gazette Notice; 

f) Government Policies; 

g) National Development Plans; 

h) Cabinet, Treasury and Ministerial Circulars. 

 

This means that when an MPA uses cash to fulfil functions, duties and responsibilities 

conferred on it by any of the  authorities listed above, it will be deemed to have used 

the cash to meet its ‘objectives’ and ‘operating objectives’.  

 

5.3.4 Paragraph 5.3.2 above will be applied as follows among other examples: 
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a) Cash collected by an MPA on behalf of the Treasury or other Government Agencies 

and is deposited in the bank account of the MPA before transfer to the Central 

Government or other Government account is cash under the control of the MPA for the 

period the cash remains in the MPA bank account. 

 

b) There will be times an MPA will hold cash in its bank account from the Treasury or 

other entities which it shall need to transfer to third parties. Such amounts will be cash 

controlled by the MPAs for the period the cash is in the account of the MPA.  

 

5.3.5 Application of recognition criteria to Treasury Single Account transaction – Section 

25(1) of the Public Finance Management Act states that “There is established a 

Treasury Single Account—  

(a) which shall serve as a unified structure of bank accounts to give a 

consolidated view of Government cash resources; and  

(b) into which all Government cash including monies received by public bodies 

shall be deposited and from which all expenditure of Government and public 

entities shall be made.” 

 

5.3.6 TSA is treated as a bank for MPAs and is linked to IFMIS that keeps records of what 

is funded to and paid out by the MPA. 

 

5.3.7 When an MPA is funded in IFMIS, the Treasury moves cash from Control 99 into TSA 

Payment Account for the benefit of that MPA. Such movement is similar to a transfer 

into its bank account and shall be deemed to be controlled by that MPA and should 

accordingly be recognised in its FSs. Similarly, cash paid out in IFMIS by an MPA 

from its funding sitting in TSA is as good as a payment from its bank account and shall 

be recognised as such in the FS of that MPA. 

 

5.3.8 Cash paid on behalf of an MPA directly by the Treasury without crediting that MPA 

does not constitute cash payments of that MPA as it does not meet the recognition 

criteria.  

 

5.3.9 Where Treasury moves cash from control 99 into TSA Payment account and the cash 

IS NOT funded in IFMIS to specific MPAs and it is then used to pay salaries of 

employees of such MPAs, the transaction falls outside control of any MPA. Such 

payments should not be part of Statement A- Statement of Cash Receipts and Payments 

of the MPA. However, salaries expenditure will be reported in Statements B-D. 

 

5.3.10 Subject to 5.3.9 above, an MPA is required to prepare a reconciliation statement to 

explain the difference between Statements A and B. 

 

5.3.11 Where the Treasury funds the MPA directly to cater for their Personal Emoluments, 

the MPA will be required to include the Personal Emoluments in Statement A- 

Statement of Cash Receipts and Payments. 

 

5.3.12 Application of recognition criteria to grants and loans in cash from CPs:- 
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a) Any cash granted or transferred by the CPs into a bank account of an MPA shall be 

deemed to be cash under the control of the MPA, 

b) Any cash paid by the CPs directly on behalf of or for the benefit of the MPA shall not 

be deemed to be cash under the control of the MPA as it does not meet the recognition 

criteria laid above 

c) Non-cash resources such as technical assistance and provision of equipment by the CPs 

to an MPA shall not be included in the cash transactions and any cash used to acquire 

them will be cash not deemed to be under their control. 

 

5.3.13 Application of recognition criteria in 5.3.12 above will apply to Appropriations-in-

Aid. As long as the Appropriation-in-Aid involved cash collections and payments, it shall 

be recognised in the FSs of an MPA as it meets recognition criteria. 

 

5.3.14 Any cash collections and payments whether appropriated by Parliament or raised 

by the MPA or any of its controlled entities must be accounted using recognition criteria 

set in these policies. 

 

5.3.15 Transactions, events and conditions shall be measured at the actual cash amounts 

received, paid or held as balances. 

 

5.4   MATERIALITY GUIDELINES AND MEASUREMENT CRITERIA IN 

THE PREPARATION OF FINANCIAL STATEMENTS 
 

5.4.1 Materiality may be quantitative or qualitative. 

 

5.4.2 Quantitative materiality shall be a percentage of revenue (cash receipts) or expenditure 

(cash payments) with range of 1 - 5 % of the basis used. 

  

5.4.3 Qualitative materiality takes into account the nature, incidence and impact of an item. 

Qualitative materiality shall, among others, include the following:- 

 

a) Remuneration of Controlling Body or Constitutional Office holders both in cash and in 

kind; 

b) Cash payments and or support in kind to political causes; 

c) Misappropriation of funds; 

d) Fraud; 

e) Related party transactions; and 

f) Actions that can result in cancelation, suspension, recall of funding or repayment of 

grants from government or CPs. 

 

5.4.4 Classifications, headings and sub-heading of lines in the financial statements shall take 

into account materiality of items. Individually immaterial items must be aggregated and 

presented in aggregated headings or lines. 

 

5.4.5 The Basis of measurement is historical cost convention. 
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5.4.6 Transactions and other events shall be measured at the actual amounts of cash received 

or paid out by the MPA. 

 

5.4.7 Cash balances shall be measured at the actual amounts held by the MPA at the reporting 

date. 

5.5 CORRECTION OF ERRORS 

 

5.5.1 Errors in financial statements may arise from mathematical mistakes, mistakes in 

applying CGAPs, misinterpretation of facts, frauds or oversights. 

 

5.5.2 Current period errors discovered in current period must be corrected before the 

financial statements are authorised by the Controlling Body for issue and publication. 

 

5.5.3 When prior period errors are discovered, the error is corrected by adjusting the opening 

cash balance. The correction is made in such a manner as if it was corrected in the 

period it took place.  

 

5.5.4 The error must be disclosed in the notes to the financial statements by stating the nature 

of the error and how it has been corrected. 

5.6  PRESENTATION OF BUDGET INFORMATION  
 

5.6.1 The Statements of Comparison of Budget and Actual Amounts (Statements B – D) 

shall show original budgets and final budgets. 

 

5.6.2 All comparisons of budget and actual amounts shall be on comparable basis which 

means that they shall use similar basis of preparation and classification for the same 

accounting period. 

 

5.6.3 An MPA shall, by way of a disclosure note, explain material differences or variances 

between the budget and actual amounts.  

 

5.7  FOREIGN CURRENCY TRANSACTIONS AND BALANCES AND 

 GENERAL CONSIDERATIONS 
 

5.7.1 Cash transactions of an MPA in foreign currency shall be recognised in the GPFSs in 

Zambian Kwacha (ZMW) using the spot exchange rate applicable at the date of the 

transaction. 

 

5.7.2 The dates of transactions for the purpose of 5.7.1 above shall be as follows:- 

 

a) In case of receipts, the date when the cash has been received in the bank account or by 

an officer of the MPA; and 

b) In case of payment, the date when the payment has been duly authorised by all required 

signatories. 
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5.7.3 Foreign currency cash balances held by the MPA at the year-end shall be translated 

into Kwacha using the closing rate for that year. 

 

5.7.4 An MPA shall disclose the amount of exchange rate differences included as 

reconciling items between opening and closing cash balances for the period. Although 

unrealized gains and losses arising from changes in foreign currency are not cash 

transactions, they should be reported in the Statement A – Cash Receipts and Payments 

in order to reconcile cash at the beginning and at the end of the period. 

 

5.7.5 The reporting period for FSs of MPAs shall be twelve months. In exceptional 

circumstances such as when an MPA is established, it may produce financial 

statements for more than twelve months but not more than 18 months, in which case 

it shall prepare separate financial statements for that period. 

 

5.7.6 The reporting date is 31st December of each reporting period. 

 

5.7.7 The Authorisation Date of the FSs shall, in the case of the consolidated FSs of the 

Republic, be the date when the Minister approves and signs the FSs. 

 

5.7.8 For the rest of the MPAs, the Authorisation Date shall be the date when the appropriate 

Controlling Officer/ Executive Head approves and signs the FSs. 

 

5.7.9 The authorization date shall be disclosed in the FSs and shall signal the end of the 

period where adjustments shall be allowed. 

 

5.7.10 Each set or copy of the FSs shall be signed and dated. The FSs shall be signed by the 

Controlling Officer of the MPA or executive head of the controlled entity, and Director 

Finance/ Head of Finance. 

PART 6: APPLICATION OF PART 2 CASH BASIS IPSAS TO THE CGAPs 

6.1  ASSETS, LIABILITIES, REVENUES AND EXPENSES 
 

6.1.1 The disclosures included in this part may be made by every MPA in the FSs from the 

year ending 31st December, 2021 onwards.  

 

6.1.2 An MPA may disclose in the notes to the FSs information about assets and liabilities. 

 

6.1.3 An MPA may disclose the following details about its investments in other entities:- 

 

(a) Name of the entity; 

(b) Principal activity of the entity; 

(c) Percentage shareholding in the entity; and 

(d) Cash returns on investments (This shall be recognized under ‘other receipts’ in the 

Statement of Cash Receipts and Payments as well as disclosed) 

 

6.1.4 Information about property, plant and equipment may disclose the following:- 
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(a) bases of measurement of the assets, 

(b) opening values; 

(c) any additions in the year; 

(d) any revaluations; 

(e) any disposals in the year; 

(f) any re-classification of the assets in the year; and 

(g) Closing balances. 

 

6.2  ADMINISTERED TRANSACTIONS 

 

6.2.1 An MPA is encouraged to disclose in the notes to the GPFSs, the amount and nature of 

cash flows and cash balances resulting from transactions administered by the MPA as 

an agent on behalf of others where those amounts are outside the control of the MPA. 

 

6.2.2 Cash flows that pass through the bank accounts of the MPA shall be recognized in 

Statement A – Statement of Cash Receipts and Payments as they meet the recognition 

criteria set in these policies.         

 

6.2.3  Regarding ‘Pass-through’ cash flows, an MPA:- 

(a) Has control over the cash it collects in its capacity as agent for a period where the cash 

is deposited in the MPA’s bank account prior to transfer to third parties; 

(b) May benefit from any interest arising from amounts deposited in the interest bearing 

accounts prior to its transfer to the other entity; and 

(c) Possesses an obligation to transfer the cash collected to third parties in accordance with 

legislative or administrative arrangements.  

 

  6.2.4 Transfer payments such as social cash transfer if handled by MPAs shall be treated as 

pass-through cash flows. 

 

6.3   RELATED PARTY TRANSACTIONS 
 

6.3.1 An MPA is encouraged to disclose in the notes to the GPFSs information relating to 

Related Party Transactions as required by IPSAS 20. 

 

6.3.2 Related parties include:- 

(a) Entities that directly, or indirectly through one or more intermediaries, control, or are 

controlled by the MPA;  

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

(c) Individuals that have significant influence over the MPA, and close members of the 

family of any such individual; 

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

(e) Entities in which a substantial ownership interest is held, directly or indirectly, by any 

person described in (c) or (d), or over which such a person is able to exercise significant 

influence. 
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         6.3.2 The key management personnel of the MPA are the Ministers, Controlling Body, 

Members of the Audit and Procurement Committees and Senior Management 

Officers.  

    6.3.3 Spouses, children and grandchildren, grandparents, brothers, sisters, parents in law, 

brothers in law, and sisters in law of key management personnel are related parties to 

the MPA.  

 

6.3.4 The MPA shall disclose the nature of the related party relationship as well as 

information about those transactions and outstanding balances as a note to the 

financial statements.  

 6.3.5 Related party disclosures may include remuneration, loans and contracts awarded   to 

key management personnel and their close relatives. 

 

6.4   EXTERNAL ASSISTANCE DIRECT PAYMENTS BY THIRD 

 PARTIES 
 

6.4.1 External assistance comprises loans and grants from multilateral and bilateral CPs other 

Donor agencies, under signed agreements specifying the purposes for which the assistance 

will be utilized.  

 

6.4.2 The external assistance referred to in 6.4.1 are those payments made by the CP on behalf 

of the MPA directly to the vendor and not through the Bank Account of that MPA. For 

instance, third party payments also known as direct payments may be made by third parties 

to construct or acquire property, plant and equipment or pay for services on behalf of the 

MPA.   

 

6.4.3 Third party payments do not constitute cash receipts and payments by the MPA. They 

include payments for goods and services made by multilateral and bilateral aid agencies 

and non-governmental organizations and may be included in the disclosures for external 

assistance. 

 

6.4.4 MPAs shall disclose the following:- 

 

a) total external assistance received in cash during the period; 

b) total external assistance  paid by third parties for the benefit of the MPA; 

c) external assistance received in form of loans and grants; 

d) their classifications; 

e) purposes for which it was received; and  

f) Undrawn balances of external assistance and conditions attached to the assistance  

 

 


