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Introduction

The presentation format used for the budget document has been maintained and no notable

changes were introduced during the current fiscal year. Notwithstanding this, a few general

remarks are in order.

1.
11

1.2

13

1.4

GENERAL REMARKS

Format of Presentation of Budget:

The budget is presented by votes. The main functions of Government are still maintained
but are not arranged in sequence.

Expenditure Classification
Subsidies, grants and transfer payments are indicated under three (3) main subdivisions in

the budget document, namely:

= Government Organizations,

= |ndividual and Non-Profit Organizations, and

= Transfer to public and Departmental Enterprises and Private Industries.

Details of these allocations are noted at the end of each main division.

Development Projects

Funds for development projects are provided under each Ministry’s vote(s).

Revenue Classification

The structure of revenue is presented in a manner that is in line with international
standards.

TERMS AND CONDITIONS

The Terms and Definitions contained in the 2006/2007 budget document are still relevant

and are presented below:

Operating Agency:

A government entity engaged in the implementation of government’'s programs, activities
and projects: such as ministry, office, department, public and departmental enterprise,
statutory organization etc.

001 Remuneration:

Payments to government employees in connection with salaries, allowances, wages,

overtime, bonuses and other related payments.

002 Employer’s Contribution to the G.I.P.F.:

Payment of government’s contribution to the Government Institutions Pension Fund.

003 Other Conditions of Service:

Supplementary payments to government employees on an irregular basis and for specific

reasons such as leave gratuity, transport privileges and clothing allowances.



004 Improvement of Remuneration Structure:

Payments to government employees for salary increases and improvement of their other

entitlements details of which is to be determined in the course of the financial year.

021 Travel and Subsistence Expenses:

Payments in connection with travelling, including travel ticket, subsistence allowance,

accommodation, and other related expenditures.

022 Materials and Supplies:

Expenditure relating to the acquisition of store items of consumable nature to be utilized in
the process of government services/operations, such as provisions, spares, stationery and

other materials which lose their identity through use.

023 Transport:
Expenditures in connection with transport, including vehicle hire from Government Garage,

departmental fleet, transport of goods, etc.

024 Utilities:
Expenditures in connection with post, telegrams, telephone, fax, electricity, water and

sewerage charges.

025 Maintenance Expenses:

Expenditure relating to maintaining regular functioning of capital assets, including office and

operational equipment, buildings, roads and bridges, and other capital assets.

026 Property Rental and Related Charges:

Expenditure relating to renting of immovable properties i.e. lands, buildings, including rights

hereto.

027 Other Goods and Services:
Expenditure in connection with any other services and expenses of current nature not

applicable to subdivisions 001 to 026.

041-042 Membership Fees and Subscriptions:

Payments in connection with commitments made under agreements with international,
regional, bilateral and domestic institutions, such as United Nations specialized agencies,

sport confederations, research institutions, other governments, etc.

043-045 Subsidies, Grants, Contributions and Other Currents Transfers:

Payments in connection with current transfers other than membership fees and
subscriptions, i.e. payments which are not directly made by an operating agency for the
acquisition of good and services, but paid over to persons and bodies for financing purchase
of consumable goods and services, such as grants and contributions to the expenditures of
certain organizations.

081 Domestic Interest Payments:




Payments for cost of borrowed money from domestic institutions.

082 Foreign Interest Payments:

Payments for cost of borrowed money from foreign institutions.

083. Borrowing Related Charges:

Payments in connection with commitment fees, commission charges and other borrowing

related costs.

CAPITAL EXPENDITURE:

Payments for acquisition of capital assets, buildings, lands, and durable goods such as

machinery, office and technical equipment, and constructing related expenditures including
payments to consulting firms and contraction of roads, buildings, etc. As mentioned earlier
payments for services and goods incorporated in the value of capital assets produced by
operating agencies, e.g. remuneration and goods and other services purchased by Ministry
of Works, Transport and Communication for design and construction of roads or
telecommunications extension and expansion are also regarded as capital expenditures.
The capital expenditure category also includes capital transfers. This category contains the

following subdivisions:

011 Remuneration:

Payments to government employees in connection with salaries, allowances, wages,

overtime, bonuses and other related payments.

012 Employer’s Contribution to the G.I.P.F.:

Payments for government’s contribution to the Government Institutions Pension Fund.

013 Other Conditions of Service:

Supplementary payments to government employees on an irregular basis and for specific

reasons such as leave gratuity, transport privileges and clothing allowances.

014 Improvement of Remuneration Structure:

Payments to government employees for salary increases and improvement of their other

Entitlements details of which is to be determined in the course of the financial year.

031 Travel and Subsistence Expenses:

Payments in connection with travelling, including travel ticket, subsistence allowance,

accommodation, and other related expenditures.

032 Materials and Supplies:




Expenditure relating to the acquisition of store items of consumable nature to be utilized in
the process of government services/operations, such as provisions, spares, stationery and

other materials which lose their identity through use.

033 Transport:
Expenditures in connection with transport, including vehicle hire from Government Garage,

departmental fleet, transport of goods, etc.
034 Utilities:
Expenditures in connection with post, telegrams, telephone, fax, electricity, water and

sewerage charges.

035 Maintenance Expenses:

Expenditure relating to maintaining regular functioning of capital assets, including office and

operational equipment, buildings, roads and bridges, and other capital assets.

036 Property Rental and Related Charges:

Expenditure relating to renting of immovable properties i.e. lands, buildings, including rights
hereto.

037 Other Goods and Services:

Expenditure in connection with any other services and expenses of current nature not

applicable to subdivisions 011 to 036.

101 & 111 Furniture and Office Equipment:

Expenditures relating to acquisition of furniture and office equipment.

102 & 112 Vehicles:

Expenditures allocated to the purchase of vehicles.

103 & 113 Operational Equipment, Machinery and Plants:

Expenditures for the acquisition of equipment and plants such as X-ray machines tractors,

bulldozers, lawn movers, etc.

114 Purchase of Buildings:

Expenditure relating to the purchase of buildings to be used for office, service centres and

housing accommodation, etc.

115 Feasibility Studies, Design and Supervision:

Expenditure in connection with development projects’ feasibility studies, preparation of
technical reports and maps, design, and finally supervision of contractors work in meeting
with technical specifications and standards.

116 Land and Intangible Assets:

Vi



Expenditures related to purchase of land and also intangible assets such as right to explore
mineral deposits, fishing grounds, and other concessions and leases in respect to land,

patents, copyrights and trade marks.

117 Construction, Renovation and Improvement:

Expenditure related to different elements of new construction work including site
development, structure and finishing work. It also includes furnishing and installation of
equipment, such as beds and medical equipment in hospitals, technical equipment in the
airports etc. Renovation work is defined as substantial repair and finishing work on existing
structures. Improvement involves extension to existing structure in the form of addition to
buildings and alterations. It should be noted that routine maintenance, which is defined as
maintaining assets to ensure their regular functioning, is different from renovation. The
purpose of the latter is improving the assets, prolonging their working life, increasing their
production and improving their performance, such as major rehabilitation of neglected
assets, major repair of damage caused by natural disaster, and major replacement items,
e.g. fire sprinkler systems, air conditioning systems, water storage tanks, and replacement

of heavy machinery, plant and equipment in the factories.

121-129 & 131-149 Capital Transfers:

Non-repayable payments that are designated to finance acquisition of non-financial capital

assets by the recipient, and compensate the recipient for damage or destruction of capital

assets.

LENDING AND EQUITY PARTICIPATION:

This category covers government payments giving rise to financial claims upon others or

government equity participation in the ownership of enterprises, undertaken for public policy
purposes rather than for the management of governments liquidity. This category includes

the following subdivisions:

171-173 & 181-183 Lending:

Amounts of loans made available to different borrowers by Government.

174-179 & 184-189 Equity Participation:

Amount paid by Government for subscription of equity participation in different enterprises.

Amortization:
This category contains the repayment of principal of loans borrowed by Government in the

past, and includes the following subdivisions:

201 Domestic Debt

Repayment of principal of domestic debt.

202 Foreign Debt

Vil



Repayment of principal of foreign debt.

Other Statutory Expenditure:

This category covers all other statutory expenditure stipulated in the State Finance Act as

expenditure deemed to be appropriated by Act and which do not relate to Government debt:

211 Ex-gratia Payments

212 Guarantees

213-219 Any further commitments that may occur.
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Description of Revenue Heads

TAX REVENUE

Tax on Income and Profits

Income Tax - Individuals
Income Tax- Individuals is a direct tax applicable on individuals. Individuals are taxed on
their taxable income at progressive marginal rates over a series of income brackets. An
individual will be exempt from nominal tax if his/her taxable income for the year
assessment does not exceed N$36000.
Company Taxes
Diamond Mining Companies
This is a direct tax applicable on companies that are either in the business of diamond
mining or renders services on behalf of diamond mining licensee. The tax rate is 50 %
plus a surcharge of 10 %.
Other Mining Companies
This is a direct tax applicable on companies that are in the business of mining minerals
other than diamonds. The nominal tax rate on income from mining operations is 37.5
%.
Petroleum Taxation
Taxable income from the mining of petroleum products is taxed at a rate of 35% in
terms of the Petroleum (Taxation) Act.
Non-Mining Companies
This is a direct tax applicable on companies that are not in the business of mining. The
basic tax rate applicable on these companies is 35 %. Close corporations and local
braches of foreign companies are also taxed at 35 %.
Other Taxes on Income and Property.
Non- Resident Shareholders Tax
Non- resident shareholders tax is levied under the Income Tax Act. This is a withholding
tax on dividends distributed by a local company whose shareholders are not residents of
Namibia and do not conduct business in Namibia.
Tax on Royalty
Tax on royalty is tax that is charged under the Income Tax Act. This is also a withholding
tax and the effective tax rate is 10.5 %. Royalties comprise payments that are associated
with the use or right of use of any patent, design, trade mark, copyright, or any other

property or right of a similar nature in Namibia.

Taxes on Property

Transfer Duty

Transfer duty is payable on the acquisition of property at various rates, depending on the
value of the property in question. For individuals, the first N$100,000 in the value of the
property transacted is exempted from tax payment, the next N$ 100,000 is taxed at a 1%
rate, the next N$ 200 000 is taxed at a rate of 5% whilst the remainder is taxed at an 8%



rate. Companies, close corporations, and trusts pay transfer duty at a rate of 8 % of the
value of the property handled.

Domestic Taxes on Goods and Services

Value- Added Tax (VAT)

VAT is an indirect tax. This means that the person who bears the tax is not directly
assessed by Inland Revenue (Ministry of Finance) but rather indirectly through the
taxation of the transaction into which he/she enters. VAT is a tax that is levied when
goods or services or both are supplied. There are two VAT rates and they are the 0 %
and 15 % rates respectively. Persons who make exempt supplies cannot register for
VAT, charge VAT nor claim VAT paid on the acquisition of goods or services for his/ her
business.

Fuel Levy

This is a fee levied on the import of fuel. Collections under this item are paid directly into
the State revenue Fund, and the rate is subject to fluctuations in the market.

Liquor Licenses

Every liquor license holder- those who are in the business of trading with liquor products-
are liable to pay a prescribed fee for the holding of that particular license.

Fishing boats and Factory Licenses

This fee is paid by all right holders whenever applying of a fishing vessel license. The fee
Is payable for a license to use a fishing vessel carrying a Namibian or Foreign Flag
vessel for harvesting marine resources outside Namibian waters.

Hunting and Fishing Licenses

This fee is paid for the purchase of Recreational Fishing Permits. This refers to small
scale fishing conducted by individuals with the primary goal of pleasure —e.g. sport - but
with a possible secondary objective of catching fish for domestic consumption. This does
not allow for commercial ventures. Fees applicable are as follows: Monthly: N$ 14.00;
Yearly: N$ 168.

Prospecting Licenses and Claims

This item is the repository of all fees paid in terms of Section 123 of the Minerals
(Prospecting and Mining) Act, 1992. It evolves around all applications for the renewal or
currency of non-exclusive prospecting license (NEPL) or mineral license such as
Exclusive Reconnaissance License (ERL), Exclusive Prospecting License (EPL), Mineral
Deposit Retention License (MDRL) or Mining License (ML); or with the application and
registration of mining claim.

Fishing Quota Levies

Fishing Quota Levy is a fee payable by all quota holders on seasonal basis. Every
person to whom a quota is allocated under section 39(3) of the Act shall, in respect of
any of the species (Hake, Horse Mackerel, Pilchard, Crab, Rock Lobster, Tuna, Monk,
Orange roughly and Seals) pay in respect of every metric-ton of the species of fish so
allocated, the appropriated fee specified and the formula structure used by the Ministry is
set-out in the Government Gazette, no: 134 of the Marine Resources Act: Determination
of Quota Fees of June 30" 2004.



Gambling License
This is a control and regulatory mechanism that provides assistance to the gambling
industry. Through levies paid for the acquisition and holding of the license, this control
measure is equally an income generator for the State.

Taxes on International Trade and Transactions

Customs and Excise

These are commodity taxes imposed on goods imported from outside the Southern
African Customs Union (SACU) and on a limited range of locally manufactured goods
(excise duty).

Customs Revenue Pool Share

The revenue share accruing to each SACU member-state (Namibia, Botswana,
Lesotho, Swaziland and South Africa) is calculated from three basic components: a
share of the customs pool; a share of the excise pool and a share of the development
component, and are calculated as follows:

Customs Revenue is distributed on the basis of intra-SACU imports. Each member-country
presents its trade statistics.

The Development Fund has been created from 15 % of the total excise collections, and, with
an adjustment of a small proportion to the total amount that is dispersed in accordance with
an inverse of each country’s GDP per capita, this Fund is largely distributed equally amongst
member-states.

The remaining excise revenue is distributed in proportion to member-countries’ GDPs.

Customs Revenue Formula Adjustment
Customs Revenue Formula Adjustments, legitimatized by a now defunct document —
the 1969 SACU Agreement — and hence in the process of being phased-out -, is an
amount paid-out in a given financial year in relation to the difference between the
actual amount received by each member-state from the Revenue Sharing Pool and the
amount due to each member-country, as determined by recalculations of the latest
trade data for the given financial year.

Other Taxes

Stamp Duties and Fees

Stamp Duty applies to numerous types of documents. The “Duty” may be imposed in the
case of a written agreement, marketable securities, etc.
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NON - TAX REVENUE

Entrepreneurial & Property Income

Interest receipts for loans extended under On-lending Arrangements

Government Organizations, Public Enterprises and Non-Profit Organizations (Interest
receipts for Loans extended to Parastatals)

This item is the custodian of all interest receipts accruing on loans extended to
parastatals. In Namibia, sovereign debt management is solely the responsibility of the
Ministry of Finance and in terms of the State Finance Act 31 of 1991, only the Minister
of Finance or any other person authorized by him/her can borrow and sign loan
agreements on behalf of the Government (GRN). Against that back-drop, the Ministry
of Finance, —representing GRN- borrows externally on behalf of Parastatals, and
thereafter, to channel the funds to the needy entities, the Ministry of Finance engages
the said Parastatals in an on-lending loan arrangement. The conditions of these two
arrangements vary, in the case of the on-lending agreement; the interest rate is higher
than the rate applicable under the main loan agreement. The on-lending arrangements
obligates the borrowing state-owned-entity to service both the debt and the
corresponding interest’s costs.

Hotels and Guests Houses (Interest receipts for loans extended to Hotels and Regional
Councils)

This item is similar to the on-lending loans agreements entered into between GRN and
Parastatals,- explained above-, the only difference lies in the nature of players. This in
done in terms of Section 29 of the State Finance Act (Act no. 31 of 1991).

Interest on Investments

This is the repository of interest accruing on two pre-independence investment
arrangements that Government (South West Africa Administration), for the purpose of
erecting health facilities, channelled through the Rand Merchant Bank and Mercantile
Bank at ‘soft” rates of 5.25 % and 5.5 % respectively. The two banks than independently
lent the funds to Medico Holdings — the only applicant and hence victor of the tender to
construct amongst others, two fully equipped hospitals at Otjiwarongo and Windhoek -
for two respective periods of twenty-five (25) and twenty years (20) at a rate of 6.25%. In
the case of the Rand Merchant Bank, the first payment was made on November 4" 998
whilst the last payment is due on May 4™ 2013. For the Mercantile Bank, the fist payment
was made on January 28" 1990 whilst the last is to be made on the July 28" 2009.

Dividends and Profit Share from State-owned-Enterprises

Dividends and profit shares are returns accruing to Government —as a shareholder- on
funds invested in fully and partially state-owned enterprises — referred to as Parastatals-.
These shares are calculated within the framework of particular Dividend Policies adopted
by relevant Boards and hence the formulae employed by each entity are vastly different
from those of others and this is so for the reason that all dividend policies are customized
and adopted to the particular contexts, needs and environments within which particular
entities operates. Dividends to shareholders may be paid as Special Dividend, Interim
Dividend and Annual Dividend.

Interest on State Accounts Balances
This is the depository of all interests paid by Bank of Namibia (BoN) on the Balances of

State Accounts exceeding N$250 million at a rate of T-19 treasury Bills minus 4.5
percent (%).
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Diamond Royalties

In terms of Section 114 of the Minerals Act, 1992, the holder of a mining claim or mining
license shall be liable to pay the Mining Commissioner -for the benefit of the State
Revenue Fund -a royalty in respect of any rough and uncut diamond at a rate of 10% of
the market value not later than the date on which the sale or disposal of the mineral
(diamond) takes place.

Other Mineral Royalties
Royalty on dimension Stones
Royalty on dimension stones is calculated at rate of 5 % of the market value payable not
later than 30 days after the end of each period of six months from the date the license is

issued or such claim is registered.

Royalty on Minerals other than Precious Stones (such as Diamond)
and Dimension Stones.

Royalty payable on minerals other than precious stones (such as diamond and
dimensions stones) was recently imposed by the Minister of Mines and Energy. The
royalty imposition was put on the Government Gazette on 01 December 2006 in terms of
the Act.

Fines and Forfeitures

This item is the repository of all fees paid in fines for various contraventions and
trespassing. The account also houses funds confiscated and forfeited to the state from
individuals who acquired them through dubious and or questionable means.

Administrative Fees And Charges And Incidental Sales

These are fees collected by Office, Ministries and Agencies on administrative services and
sales.

Levy on Export of Game and Game Products
Through a Cabinet directive to conserve the fauna and preserve it for future generations, a levy

is charged on the moving of living wild-animals from their habitat for export purposes. These
proceeds are deposited in a Trust Fund.
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