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PREAMBLE

Introduction

This report contains the results of audits of State Owned Enterprises and Parastatals (SOEs) following
the end of the 2022 financial year. The primary purpose of financial statements is to provide relevant and
reliable information to users about a reporting entity’s financial position. In the public sector, the users of
financial statements include various stakeholders, inter alia ministers, parliament, development partners
and the public at large. The objectives of financial statements audit in the public sector are often broader
than expressing an opinion on whether the financial statements have been prepared, in all material
respects, in accordance with the applicable financial reporting framework but also to address service
delivery issues.

Mandate

My Office is mandated by the Constitution of Zimbabwe Amendment (No 20) Act 2013 and amplified in
the Audit Office Act [Chapter 22:18] to audit and to report to Parliament my findings on the examination
of accounts of all public entities. In fulfilling this mandate, | do contract from time to time, some of the
audits to registered public auditors in terms of the Public Accountants and Auditors Act [Chapter 27:12]
as stated in Section 9 of the Audit Office Act [Chapter 22:18]. Accordingly, | have included audit findings
from such auditors in this report.

Basis of preparation of Public entities financial statements

Management of public funds is governed primarily by the Constitution of Zimbabwe and the Public
Finance Management Act [Chapter 22:19]. Section 37 of the Public Finance Management Act [Chapter
22:19] requires all public entities’ financial statements to be prepared in accordance with generally
accepted accounting practice(GAAP). This is interpreted as comprising International Financial Reporting
Standards (IFRSs) and International Public Sector Accounting Standards (IPSASs). IFRSs and IPSASs
comprise interpretations adopted by the International Accounting Standards Board (IASB) and the
International Public Sector Accounting Standards Board (IPSASB), which set common rules so that
financial statements can be consistent, transparent and comparable around the world.

SOEs have made efforts to prepare financial statements that comply with the IFRSs reporting framework,
however, full compliance could not be achieved during the period ended December 31, 2018-2021 due
to issues emanating from non-compliance with International Accounting Standard (IAS) 21 - “The Effects
of Changes in Foreign Exchange Rates”. This was due to the fact that in February 2019, the Government
of Zimbabwe issued Statutory Instrument (S.1.) 33 of 2019 (S.I. 33), which prescribed parity between the
US dollar and local currency. S.I. 33 also prescribed the manner in which certain balances in the financial
statements were to be treated as a consequence of the recognition of the RTGS$ as currency in
Zimbabwe. The requirements of S.I. 33 of 2019 precluded public entities from complying with I1AS 21 -
“The Effects of Changes in Foreign Exchange Rates”. Although, the assessment of the impact of
complying with S.1. 33 was done on a case by case basis, adherence to the statutory instrument resulted
in a significant number of State Owned Enterprises and Parastatals being unable to comply with IFRSs.
This therefore formed the basis for adverse and qualified opinions for most entities for the years ended
December 31, 2018-2021.

Vii
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Audit approach

| conducted my statutory audits in accordance with the International Standards of Supreme Audit
Institutions (ISSAIs) and the International Standards on Auditing (ISAs). These Standards require that |
comply with ethical requirements, plan and perform the audit to obtain reasonable assurance whether the
financial statements are free from material misstatement. My audit approach was designed to enable me
to express an opinion on the public entities’ financial statements.

All aspects of the entities’ activities and procedures may not have been examined. | consider maintenance
of adequate internal controls to be the responsibility of management. My work cannot therefore, be
expected to identify all weaknesses in the systems and procedures, which a special investigation directed
at those areas might reveal. As for the possibility of fraud, | plan my audits to have a reasonable
expectation of its disclosure if the potential effects of the fraud would be material in the financial
statements. However, there are many kinds of fraudulent activities, particularly those involving
defalcation, forgery, collusion and management override of controls, which would be unreasonable to
expect the normal audit to uncover.

Audit opinion

The principal objective of my audit procedures is to enable me to express an opinion on the truthfulness
and fairness of the financial statements as a whole. An audit opinion is based on the concept of
reasonable assurance. It is not a guarantee that the financial statements are free of misstatements. |
believe that the audit evidence | have obtained is sufficient and appropriate to provide the basis for my
opinion of the respective financial statements.

Report Structure

The report outlines material audit findings noted during the audit of the financial statements of the State
Owned Enterprises and Parastatals. Also included under each audited client are possible risks /
implications associated with the audit findings and audit recommendations, management responses in
respect of the findings, audit comments to management responses where necessary. | also made a follow
up on my prior year recommendations and reported on the progress towards addressing prior year audit
findings and implementation of recommendations. Although some of the issues identified are common
within the audited entities, the majority of the findings are not the same due to the nature, uniqueness
and varying mandates of the entities.

Acknowledgements
My special tribute goes to the audit firms and our valued clients who made it possible for me to submit
my report for the year under review. | extend my appreciation to our development partners for their

unwavering financial support and to our printers for printing the report. Finally, | extend my sincere
appreciation to my management and staff for their continued commitment and dedication to duty.

»ﬁ.—an&ff
HARARE R. KUJINGA,

June 16, 2023 ACTING AUDITOR-GENERAL.
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EXECUTIVE SUMMARY

This report covers the audit results of the audit of the financial statements of State Owned Enterprises
and Parastatals (SOEs), which comprises of the statement of financial position, the statement of financial
performance, statement of changes in equity, statement of cash flows and notes to the financial
statements. The report highlights key audit findings noted during the audits and recommendations on how
issues raised may be addressed in order to improve public sector transparency, accountability, good
corporate governance and service delivery.

Although, COVID-19 effects caused a dent on transparency and accountability during 2019-2021, a
number of entities managed to clear arrears in financial reporting. At the time of producing this report, in
relation to the 2019, 2020, 2021 and 2022 financial years, one hundred and forty-nine (149) audits had
been completed and one hundred and five (105) were in progress whilst some were being finalised. There
were fifty-one (51) entities that had not yet submitted financial statements for audit. Amongst these,
twenty-four (24) entities had not also submitted 2021 financial statements whilst three (3) entities had
their accounts in arrears of more than 5 years and details are in Annexure D and the graphical trend is
as shown below.
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Highlights of findings

The audit covered aspects on governance issues, revenue collection and debt recovery, management of
assets, procurement of goods and services, employment and service delivery. Below is a graphical and
tabulated overview of the aspects covered during the audit.
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Table showing number of issues reported

2022 2021 2020 2019 2018
Governance Issues 170 81 121 53 99
Revenue Collection and Debt Recovery 37 12 15 7 20
Management of assets 25 4
Procurement of goods and services 20 13 5 4 2
Employment issues 5 3 6 3 8
Service delivery 4 1

Governance Issues

| continue to appreciate efforts made by Government in the form of statutory/structural reforms, inter alia,
enactment of the Public Entities Corporate Governance Act [Chapter 10:31] and establishment of the
Corporate Governance Unit (CGU) in the Office of the President and Cabinet, that have contributed to
reduction in entities without boards. However, the boards need to pay attention to matters raised so as to
improve transparency and accountability by strengthening their internal audit units. In this report are
instances of weak oversight over internal controls as evidenced by unsupported expenditure, non-
alignment of accounting policies and processes with reporting framework (accounting standards), non-
acquittal of travel and subsistence allowances, inadequate controls on fuel management, non-
performance of bank reconciliations and non-compliance with tax laws and regulations. | have reported,
one hundred and seventy (170) compared to eighty-one (81) governance issues | raised in 2021. The
governance issues can be addressed if there are frequent assessment of internal control systems of these
entities.




Revenue collection and debt recovery

Automation of many revenue collection systems by some SOEs has resulted in reduction of human errors
in accounting for revenue. However, revenue collection and debt recovery issues raised emanated from
unclassified deposits that are a result of insufficient customer details and absence of debtors’
reconciliations due to inadequate accounting staff.

Asset management

There was an increase of asset management issues noted in this report as compared to those raised in
my 2021 annual report. | have reported twenty- five (25) issues compared to four (4) issues that were
raised in 2021. The issues relate mainly to institutions lagging behind in maintenance of buildings and
non- replacement of aged fleet. These issues may affect service delivery in some entities if not addressed.

Procurement of goods and services

The enactment of the Public Procurement and Disposal of Public Assets Act [Chapter 22:23] brought an
improvement in ensuring transparency in procurement of goods and services by public entities as well as
ensuring fair, honest, cost effective and competitive procurement and disposal of assets. However, twenty
(20) issues relating to procurement of goods and services were noted and most of the issues relates to
non-delivery of goods paid for.

Progress in addressing prior year audit findings
| raised two hundred and six (206) audit findings in my 2019-2021 annual reports that | followed up for

the reported entities herein and noted that ninety-two (92) were addressed sixty (60) were partially
addressed and fifty-four (54) were not addressed. The progress made is further analysed below.

Prior Year Ilssues

Key
Addressed _ Councils
Partially addressed Commissions
Mot addressed Financial Institutions
Awthorities and Agencies _ Funds
Boards State Hospitals
Companies and Tertiary Institutions
Corporations Others
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Conclusion

Those charged with governance and management are urged to pay attention to the outstanding matters
so as to address them and improve transparency, accountability, good corporate governance and service
delivery. It is therefore imperative that State Owned Enterprises and Parastatals embrace provisions of
the Public Entities Corporate Governance Act [Chapter 10:31] and incorporate these into their existing
structures and processes. | envisage a situation where the performance of State Owned Enterprises and
Parastatals will greatly improve if my recommendations and provisions of the said Act are implemented.
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AGRICULTURAL AND RURAL DEVELOPMENT AUTHORITY (ARDA) 2020

Background Information

Agricultural Rural Development Authority (ARDA) is a state owned enterprise under the Ministry
of Lands, Agriculture, Fisheries, Water, and Rural Development that is responsible for
spearheading the advancement of agricultural production and rural development in Zimbabwe.
Its mandate is derived from the Agricultural and Rural Development Authority Act [Chapter 18:01]
that seeks to promote development through implementation of vibrant schemes in the agricultural
sector with a view to reducing poverty especially in rural areas.

| have audited the consolidated financial statements of Agricultural and Rural Development
Authority for the year ended December 31, 2020 and | issued an adverse opinion.

Adverse Opinion

In my opinion, because of the significance of matters discussed in the Basis for Adverse Opinion
section of my report, the consolidated financial statements do not present fairly, in all material
respect, the financial position of Agricultural Rural Development Authority as at December 31,
2020, and its financial performance and cash flows for the year then ended in accordance with
International Financial Reporting Standards (IFRSs).

Basis for Adverse Opinion

i. Non-compliance with International Accounting Standard (IAS) 21 - “The Effects of

Changes in Foreign Exchange Rates” on opening balances

On October 1, 2018, the Reserve Bank of Zimbabwe(RBZ) issued a monetary statement policy
which directed banks to separate bank accounts into Real Time Gross Settlement Foreign
Currency Accounts (RTGS FCAs) and Nostro FCAs. During the prior financial year up to
February 22, 2019, The Authority transacted using a combination of Nostro FCA, RTGS, mabile
money. In terms of IAS 21- “The Effects of Changes in Foreign Exchange Rates”, these should
be considered separate currencies.

In order to comply with SI133/2019, the RTGS transactions period 1 January 2019 to February
22,2019 were accounted for on the basis of a rate of 1:1 between USD and RTGS. The Authority
changed the functional currency on February 22, 2019 in compliance with SI33/2019.This was
not consistent with 1AS 21- “The Effects of Changes in Foreign Exchange Rates”, in which
compliance would have resulted in the reassessment of the functional currency at a date earlier
than February 22, 2019.

In addition, during the period from 22 February to December 31, 2022 foreign currency
denominated transactions and balances for the year were translated into ZWL using official
exchange rate which were not considered appropriate spot rates for transactions as required by
IAS 21- “The Effects of Changes in Foreign Exchange Rates”. The opinion on the prior
consolidated financial statements was madified in respect of this matter and the misstatement
have not been corrected in the consolidated financial statements for the year ended December
31, 2020.

Had the Authority applied the requirements of IAS 21- “The Effects of Changes in Foreign
Exchange Rates”, many of the elements of the consolidated financial statements would have
been materially impacted and therefore the departure from the requirements of IAS 21- “The
Effects of Changes in Foreign Exchange Rates” is considered to be material and pervasive to
the financial statements, taken as a whole.




. Non-compliance with International Accounting Standard (IAS) 29-Financial Reporting in

Hyperinflationary economies

The Directors have applied IAS 29- Financial Reporting in Hyperinflationary economies with
effect from January 1, 2019.However, as a result of the need to comply with the requirements of
S.1 33 of 2019, the changes in the general pricing power of the functional currency were applied
on amounts that were not restated to resolve the matters which resulted in an adverse report in
the prior year. This approach resulted in a consequential departure from the requirements of IAS
29- Financial Reporting in Hyperinflationary economies.

Had the Authority applied the requirements of IAS 21 and IAS 29, many of the elements of the
financial statements would have been materially impacted and therefore the departure from the
requirements of these standards is considered to be passive.

Non-compliance with International Accounting Standard (IAS) 41-“Agriculture” in the
valuation of plantations

The biological assets include plantations carried at cost of ZWL 44 029 890 as at December 31,
2020 (2019: ZWL 44 029 890). These plantations were not fair valued as required by IAS 41 and
the related gain/losses have been recognized in the consolidated statement of profit/loss. The
adjustments to biological assets and net profit, which would have resulted from using fair values,
has not been determined.

. Inclusion of the unaudited financial statements of Zagrinda (Private) Limited in the

consolidated financial statements of Agricultural and Rural Development Authority.

The Authority’s consolidated financial statements include unaudited financial statements of
Zangrinda (Private) Limited, a subsidiary of Agricultural and Rural Development Authority. As a
result, | was unable to satisfy myself that all necessary adjustments and disclosures have been
made to the unaudited financial statements of Zagrinda (Private) limited for the year ended
December 31, 2020. Accordingly, | was unable to determine the effect this might have on the
Authority’s consolidated financial statements for the year ended December 31, 2020.

Below are other material issues noted during the audit;

PROCUREMENT OF GOODS AND SERVICES

Supporting documentation

Finding

The Authority made payments to various suppliers and delivery of the goods were not
accompanied with valid tax invoices. As a result, the Authority could not claim input tax for

expenditure, which was not adequately supported but vatable. Below is a sample of transactions
where this anomaly was noted;

Date Description Amount (ZWL)

07/02/2020 | Toner Catridges 10 200
04/11/2020 | Toner Catridges 132 300
15/12/2020 | Toner Catridges 28 490
16/07/2020 | Toner Catridges 53 600
02/10/2020 | Face masks 17 633
04/09/2020 | Repair toner catridge 59 125




2.1

2.2.

2.3.

Risk / Implication
Financial loss due to failure to claim value added tax.
Recommendation

The Authority should ensure that all transactions are adequately supported by relevant
documentation.

Management response
The Procurement Management Unit has since FY2021 been introduced to address and
comply with the best practice. The procurement matters have since been addressed

through introduction of the Procurement Management Unit in FY2021.

Recommendation is noted for implementation to enable the Authority to fully claim VAT
input.

PROGRESS TOWARDS ADDRESSING PRIOR YEAR AUDIT FINDINGS AND
IMPLEMENTATION OF RECOMMENDATIONS

The Authority made progress in addressing audit findings raised in my 2021 annual report as
well as outstanding prior year recommendations. | raised one (1) audit finding in 2021 annual
report and there were two (2) outstanding findings. All the three (3) findings, were addressed as
indicated below;

Supporting documents — Katiyo Estate

The finding was addressed. The supporting documents are now in place.

Chisumbanje Joint Venture agreement

The finding was addressed. The Joint Venture Arrangement in now in place.

Authority’s houses

The finding was addressed. The department is now manned by well qualified and experienced
personnel and this has improved collections.




AGRICULTURAL MARKETING AUTHORITY (AMA) 2021

Background Information

The Agricultural Marketing Authority (AMA) was incorporated in Zimbabwe through the
Agricultural Marketing Authority Act of Parliament, [Chapter 18:04]. The Authority is
responsible for authorizing the making of regulations in relation to designated agricultural
products, other than tobacco; and to provide for matters incidental to the foregoing.

| have audited the financial statements of Agricultural Marketing Authority for the year ended
December 31, 2021 and | issued a qualified opinion.

Qualified Opinion

In my opinion, except for the possible effects of the matter described in the Basis for Qualified
Opinion section of my report, the financial statements give a true and fair view of the financial
position of the Agricultural Marketing Authority as at December 31, 2021, and its financial
performance and its cash flows for the year then ended in accordance with International
Financial Reporting Standards (IFRSS).

Basis for Qualified Opinion

i. Non-compliance with International Accounting Standard (IAS )21- “The Effects of

Changes in Foreign Exchange Rates”

On October 1, 2018, the Reserve Bank of Zimbabwe (RBZ) issued a Monetary Policy
Statement which directed banks to separate bank accounts into Real Time Gross Settlement
Foreign Currency Accounts (RTGS FCAs) and Nostro FCAs. During the prior financial year
up to February 22, 2019, the Authority transacted using a combination of Nostro FCA (USD)
and RTGS FCA (electronic payment), including mobile money, bond notes and coins.

In order to comply with SI 33/2019, the RTGS transactions and balances for the prior year
were accounted for on the basis of a rate of 1:1 between USD and RTGS. The Authority
changed the functional currency on February 22, 2019 in compliance with legislation. This
was not consistent with IAS 21- “The Effects of Changes in Foreign Exchange Rates”, in
which compliance would have resulted in the reassessment of the functional currency at a
date earlier than February 22, 2019.

In addition, during the period February 22, 2019 to December 31, 2021, the foreign currency
denominated transactions and balances were translated into ZWL using the official interbank
exchange rate which is not considered an appropriate spot rate for translations as required
by IAS 21- “The Effects of Changes in Foreign Exchange Rates”. The opinion on the prior
year financial statements was modified in respect of this matter and the misstatements have
not been corrected in the financial statements for the year ended December 31, 2021.

Had the Authority applied the requirements of IAS 21- “The Effects of Changes in Foreign
Exchange Rates”, many of the elements of the financial statements would have been
materially impacted and therefore the departure from the requirements of these standards is
considered to be material and pervasive to the financial statements, taken as a whole.

Below are other material issues noted during the audit:




1.

1.1.

1.2.

GOVERNANCE ISSUES
Internal audit
Finding

The Authority had no Internal audit function for the year ended December 31, 2021. There
was also no evidence of any other arrangements such as outsourcing of the services.

Risk / Implication

Internal control weaknesses may not be detected on time.
Recommendation

The Authority should put in place an Internal Audit function.
Management response

Internal audits were not conducted due to retrenchment. Staff is now in place to
conduct the audits for the year 2022.

Accounting for revenue

Finding

There was no evidence to support that the Authority aligned its accounting processes to the
revenue accounting standard, International Financial Reporting Standard (IFRS 15)-
“Revenue from contracts with customers”. As a result, the Authority had no proper basis of
accurately accruing revenue during the year under review. Revenue was not being amortised
and recognised under compliance with International Financial Reporting Standard (IFRS 15)-
“Revenue from contracts with customers”.

Risk / Implication

Misstatement of financial statements as cut off procedures may not be adequately adopted.
Recommendation

The Authority should comply with all International Financial Reporting Standards (IFRSSs).
Management response

The recommendation is well noted, the Authority will ensure that compliance on

returns is continuously monitored and revenues will be accrued as per accounting
standards.
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HEALTH PROFESSIONS AUTHORITY OF ZIMBABWE (HPAZ) 2021

Background information

The Health Professions Authority of Zimbabwe (HPAZ) was established in terms of the Health
Professions Act [Chapter 27:19]. Its core function is the provision of an efficient health care
delivery system in Zimbabwe through the coordination and regulation of all health profession
Councils and health care institutions in an ethical, efficient and professional manner.

| have audited the financial statements of Health Professions Authority of Zimbabwe for the year
ended December 31, 2021 and | issued an unmodified/ clean opinion.

Opinion

In my opinion, the financial statements present fairly, in all material respects, the financial
position of Health Professions Authority of Zimbabwe as at December 31, 2021, and its financial
performance and its cash flows for the year then ended in accordance with International Financial
Reporting Standards (IFRSSs).

Below are material issues noted during the audit:

. GOVERNANCE ISSUES

Motor vehicles
Finding

The Authority paid for the acquisition of two vehicles during the year ended December 31, 2021
and included them in its books. However, the vehicles were registered in the name of Ministry of
Health and Childcare. No satisfactory explanation was given for this arrangement.

Risk / Implication

The Authority may fail to claim ownership of the vehicles in case of disputes.
Recommendation

Management should regularize this arrangement.

Management response

The two vehicles were bought through Ministry of Health and Childcare and no duty and
tax was paid by the Authority which makes the Ministry of Health the major shareholder
of the vehicles. Therefore, the Authority cannot register those vehicles under its name as
the Ministry is the bigger shareholder. Also note that the two vehicles are insured every
year.




NATIONAL SOCIAL SECURITY AUTHORITY (NSSA) 2020

Background Information

The National Social Security Authority was established in terms of the National Social Security
Authority Act [Chapter 17:04], to establish social security schemes for the provision of benefits
to contributors of the schemes. It has the mandate to administer the Pension and Other Benefits
Scheme (POBS), the Accident Prevention and Worker's Compensation Scheme (APWCS) and
other schemes to be established in terms of the Act.

| have audited the consolidated financial statements of National Social Security Authority for the
year ended December 31, 2020 and | issued qualified opinions on both the consolidated and
separate financial statements.

Qualified Opinion on the Consolidated Financial Statements

In my opinion, except for the effects of the matter described in the Basis for Qualified Opinion
section of my report, the consolidated financial statements present fairly, in all material respects,
the consolidated financial position of the National Social Security Authority as at December 31,
2020, and its consolidated financial performance and its consolidated cash flows for the year
then ended in accordance with International Financial Reporting Standards (IFRSSs).

Qualified Opinion on the Authority Financial Statements

In my opinion, except for effects of the matters described in the Basis for Qualified Opinion
section of my report, the financial statements present fairly, in all material respects the financial
position of National Social Security Authority as at December 31, 2020 and its financial
performance and its cash flow for the year then ended in accordance with International Financial
Reporting Standards (IFRSS).

Basis of qualified opinion

Non - compliance with International Accounting Standard (IAS) 21 - “The Effects of
Changes in Foreign Exchange Rates”

The prior year financial statements did not comply with the requirements of IAS 21- “The Effects
of Changes in Foreign Exchange rates” on the opening balances as the group had been unable
to use an appropriate exchange rate on change of functional currency on February 2019. The
Group and the Authority translated its comparative financial statements using the interbank rate
which came into existence on February 22, 2019 through Exchange Control Directive RU 28 of
2019 issued by the Reserve Bank of Zimbabwe.

The Group and the Authority adopted January 1, 2019 as the date of change in functional
currency and translated its foreign denominated balances to ZWL at a rate of 1USD: 1 RTGS.
Statutory Instrument 33 of 2019 prescribed that all assets and liabilities that were denominated
in USD before February 22, 2019 be deemed to be RTGS dollars at a rate of 1:1 and all
transactions subsequent to February 22, 2019 at interbank rate starting at USD: 2.5RTGS. The
Group and the Authority’s inability to assess the appropriateness of using the interbank rate in
achieving fair presentation was primarily due to lack of an observable foreign exchange market
between October 2018 and February 2019. In that regard the Group and the Authority’s 2020
opening balances misstatements have an impact on the current year financial statements. Had
the Group and the Authority’s financial statements been prepared in accordance with the
requirements of IAS 21- “The Effects of Changes in Foreign Exchange rates”, many elements
would have been materially affected. As a result, the impact of the Group’s inability to comply
with 1AS 21 - “The Effects of Changes in Foreign Exchange rates”, has been determined as
significant.
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Below are other material issues noted during the audit;
GOVERNANCE ISSUES

Client service charter

Finding

The Client Service Charter for the Authority was written in only one (1) language despite the
diversity in the nature of the its clientele.

Risk / Implication

Service delivery may be compromised.

Recommendation

The Client Service Charter should be available in other languages of the country.

Management response

Management will incorporate awareness campaigns of the client services charter into
decentralised radio programmes, as well as other platforms. This is more cost effective
and impactful, taking into account the target market.

Board fees payment

Finding

The Authority paid quarterly board fees in advance in October 2020 to eight (8) former board
members who were then discharged at the beginning of November 2020 before the end of the
quarter. No recoveries of payments for the period not served were made.

Risk / Implication

Financial loss due to payment for services not rendered.

Recommendation

The Authority should make recoveries from the former board members.

Management response

Retainer fees were payable in advance and per quarter. The Board tenure was cut short
when the retainer fees had already been paid. Management will contact all the concerned
board members with a view to recover the amounts. In addition, Management is now
paying retainer fees in arrears.

Human resources policy

Finding

The Authority did not review and update the human resources policy to capture changes in the
operating environment. As a result, there was no guidance and direction on how the holiday

allowance and other benefits which were being offered to employees would be administered by
the Authority.




1.4

2.1

Risk / Implication

Inconsistences in the administration of the allowances and benefits to employees.
Recommendation

Management should review and update the human resources policy.

Management response

There is an approved remuneration stating all benefits including holiday allowances,
however management takes note of the observation and will accordingly update the
human resources policy.

Policy on remote work

Finding

| was not availed with the approved remote work policy that was being applied by the Authority
during the period of Covid-19 pandemic. As a result, there was no evidence to support that
employees were being guided on how to apply online tools and resources. In terms of best
practice, the Authority needed to have policy documents that outline rules and guidelines for
remote working.

Risk / Implication

Service delivery may be compromised.

Recommendation

Management should consider developing policies and guidelines which covers remote work.

Management response

Observation is noted, there is a draft policy on alternative workspace policy. This will be
presented to the Board for approval.

REVENUE COLLECTION AND DEBT RECOVERY

Unclassified deposits

Finding

The Authority received a total of ZWL 233.4 million which was not receipted due to insufficient
client details. The high prevalence of insufficient client details deposits arose from clients
remitting contributions and other payments through online banking.

Risk / Implication

Contributors’ debt figures may be distorted by deposits not yet receipted.

Recommendation

The Authority should consider further engagements with clients and banks to clear these
unclassified receipts.
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3.1

3.2

Management response

The Authority has engaged the bankers for a solution which could reduce the unclassified
deposits. This includes screening the deposits such that they are rejected if the correct
mandatory fields are not included in the data entry. At the same time, clients are
continuously being engaged so that they complete all the necessary details as they make
deposits into the Authority’s accounts.

MANAGEMENT OF ASSETS

Safeguarding of assets

Finding

The fire detection and suppression systems for some of the Authority’s properties were not
working due to lack of servicing. The fire suppression systems had last been serviced as far back
as July 2019.

Risk/ Implication

Damage and loss of property and injury to tenants in the event of fire.

Recommendation

The Authority should ensure that fire suppression systems are in good working order.
Management response

As the property management system has been internalized, systems are to be put in place
in the form of a schedule to track and ensure that servicing of the equipment is done.
Tender for Framework Agreements in progress, will identify service providers and have
contracts for works, repair, and servicing of equipment.

Contract management

Finding

The Authority was not effectively monitoring the use of its properties by tenants. As a result, there
were instances of subletting at some of its properties in breach of the lease agreements with the
Authority. The Authority was not enforcing the terms of the agreement or reviewing the lease
terms to cater for subletting arrangements.

Risk/ Implication

Financial loss due to deterioration of properties that may need frequent refurbishment.

Recommendation

The Authority should review lease arrangements to discourage inappropriate use of its
properties.

Management response
Recommendations have been noted. With in-house portfolio management effective

January 2023, impromptu inspections shall be introduced to the complex to monitor sub-
letting and illegal premises change of use.
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4.1

5.1

PROCUREMENT OF GOODS AND SERVICES

Procurement Officers

Finding

The Authority’s procurement officer was seconded to Woodlands Farm (Private) Limited without
replacement, as a result, the Bulawayo Regional office was operating without a procurement
officer and procurement functions were being carried out by officers without the requisite
expertise. These officers were procuring goods and services without following the procurement
rules and regulations. For instance, procurement of goods and services that requires tendering
was being done through sourcing of quotations.

Risk / Implication

Procurement irregularities may go undetected.

Recommendation

The Authority should consider training of officers that are assigned procurement duties while the
incumbent is away.

Management response

The recommendation is noted; the Region is going to appoint an Acting Procurement
Officer/Clerk until the substantive post holder has reverted to his roles from his
secondment at Woodlands (Private) Limited. The proposed structure which satisfies the
reqguirements of the Public Procurement and Disposal of Public Assets Act [Chapter 22:23]
is not yet approved.

EMPLOYMENT ISSUES

Advance salaries

Finding

There were two executive managers who received salary advances in March and July 2020
totalling ZWL26 650 which were not recovered, contrary to the Authority’s advance salaries

policy.

Risk / Implication

Financial loss due to overriding of controls by management.
Recommendation

Management should avoid overriding of controls.

Management should follow up with Human Resources department and ensure that recoveries
are made.

Management response

Management takes note of the unrecovered advances, and these will be rectified.
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5.2

6.1

6.2

6.3

Allowances and taxation
Finding

The employment contract for the Authority was not taking into account the tax effect of
allowances and benefits. As a result, the Authority was grossing up school fees and fuel
allowances for tax purposes. In addition, one of the managers was receiving a gym subscription
of USD 200 which was not part of the contract of employment which was processed outside the
payroll. The manager also received a holiday allowance amounting to USD15 000 and a retention
allowance amounting to ZWL120 994 which was also processed outside the payroll net of tax.
The tax thereof amounting to ZWL80 663 was not remitted to ZIMRA.

Risk / Implication
Financial loss due to unauthorised expenditure and management override of controls.
Recommendation

The Authority should ensure that grossing up of allowances and school fees for managers and
executives are appropriately approved.

The Authority should ensure that all allowances are paid through the payroll and all taxes should
be remitted to ZIMRA.

Management response

Grossing is done in order to award the employee a benefit as intended by the contract
wherein the contract states the exact amount in currency value or units of a benefit such
as fuel. In such cases, if not grossed up the benefit would be at variance with what is on
the contract. Management will seek Board direction on how this should be cured.

. PROGRESS TOWARDS ADDRESSING PRIOR YEAR AUDIT FINDINGS AND

IMPLEMENTATION OF RECOMMENDATIONS

The Authority has made progress in addressing the audit findings raised in my 2020 annual
report. | raised five (5) audit findings and three (3) findings were addressed while two (2) finding
has been partially addressed as indicated below;

Board fees and allowances

The finding has been addressed. The Board member in question was appointed and then
withdrawn from the board within a short space of time. Going forward Management will insist on
appointment letters before any benefits are disbursed to board members.

Investment policy

The finding has been addressed. The investments policy was approved by the Board on the
April 21, 2022.

Automation of records

The finding was partially addressed. The Authority is in the process of acquiring a fit for purpose
ICT system which will enable the automation of all records and create the much required back

up.
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6.4

6.5

Processing of claims

The finding has been addressed. Outstanding vacancies have been filled and the Benefits
department is now adequately resourced, leading to an improved processing turnaround time.

Properties, projects and human resources management manual and guidelines
The finding has been partially addressed. The issue of updating HR policies was affected by
COVID 19 and changes that happened at Board level. However, the Policies are due to be

presented to the Board in July/August 2022. Executive Management Committee has reviewed
them.
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1.2

ZIMBABWE INVESTMENT DEVELOPMENT AGENCY (ZIDA) 2021

Background Information

Zimbabwe Investment and Development Agency was established in terms of the Zimbabwe
Investment and Development Agency Act [Chapter 14:37]. Its mandate is to provide for the
promation, entry, protection and facilitation of investment in Zimbabwe.

| have audited the financial statements of Zimbabwe Investment and Development Agency for
the year ended December 31, 2021 and | issued an unmaodified / clean opinion.

Opinion

In my opinion, the financial statements present fairly, in all material respects, the financial
position of Zimbabwe Investments Development Agency as at December 31, 2021, and its
financial performance and its cash flows for the year then ended in accordance with International
Financial Reporting Standards (IFRSS).

Below is an update on prior year audit findings;

PROGRESS TOWARDS ADDRESSING PRIOR YEAR AUDIT FINDINGS AND
IMPLEMENTATION OF RECOMMENDATIONS

The Agency made some progress in addressing audit findings and recommendations raised in
my 2020 annual report. | raised two (2) audit findings and all were addressed as indicated below;

Taxation of motor vehicles disposal benefit
The finding was addressed. The motor vehicles were revalued.
Bank accounts

The finding was addressed. The said bank accounts were closed in 2021 and the balances
transferred to the current ZIDA accounts accordingly.
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ZIMBABWE NATIONAL ROAD ADMINISTRATION (ZINARA) 2021

Background Information

Zimbabwe National Road Administration was established in terms of the Roads Act [Chapter
13:18] to administer the fixing, collection, management and disbursement of road funds. The
Funds consist of road user charges collected. The funds are disbursed to Local Authorities,
Department of Roads and District Development Fund for the purpose of road construction,
maintenance and rehabilitation.

| have audited the consolidated financial statements of Zimbabwe National Road Administration
for the year ended December 31, 2021 and | issued an adverse opinion on the consolidated
financial statements and a qualified opinion on the Administration’s financial statements.

Adverse opinion on the Consolidated Financial Statements

In my opinion, because of the significance of the matters discussed in the Basis for Adverse
Opinion section of my report, the consolidated financial statements do not present fairly the
consolidated financial position of the Zimbabwe National Road Administration as at December
31, 2021 and its consolidated financial performance and its consolidated cash flows for the year
then ended in accordance with International Financial Reporting Standards (IFRSs).

Basis for Adverse Opinion on the Consolidated Financial Statements

. Non-compliance with International Accounting Standard (IAS)21 - “The Effects of

Changes in Foreign Exchange Rates”

In February 2019, the Government of Zimbabwe issued Statutory Instrument 33 of 2019 (“SI 33)
which prescribed for accounting and other purposes, contrary to the requirements of International
Accounting Standard (IAS) 21-“The Effects of Changes in Foreign Exchange Rates”, the
conversion rate 1:1 between the US dollar and the RTGS balances as at February 2019, As
such, the equity balances as well as comparative figures from prior periods included in these
financial statements, which are presented in Zimbabwean dollars, were compiled from an
aggregation of local currency and foreign currency denominated transactions and balances that
were translated to Zimbabwean dollars using the official exchange rate of 1:1 for the period up
to February 22, 2019. The comparative figures for the year ended December 31, 2019 were also
converted from the USD to the Zimbabwean Dollar (ZWL) at a rate of 1:1 which was the official
rate prevailing as at December 31, 2018.

The Group has determined that it is not practical to comply with the requirements of IAS 21 -
“The Effects of Changes in Foreign Exchange Rates” in the circumstances, and as such, the
effect of non-compliance with IAS 21 - “The Effects of Changes in Foreign Exchange Rates”
have not been quantified but is considered material to these financial statements.

. Unrecorded tax liabilities

There is currently no consensus on the Administration’s subsidiary (Infralink) tax status between
the tax authorities and the Company’s directors. The tax authorities formally advised the Infralink
that they were a tax-paying entity in 2015. However, the directors are not in agreement with this
determination and have advised that engagements with regulators and tax authorities are on-
going which may result in the Infralink being exempted from paying taxes. As a result, the Group
has not provided for any income taxes in respect of the current and the previous four (4) financial
years in the financial statements.
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1.1.

Qualified Opinion on the Road Administration’s Financial Statements

In my opinion, except for the effects of the matter described in the Basis for Qualified Opinion
section of my report, the financial statements present fairly, the financial position of the
Zimbabwe National Road Administration as at December 31, 2021 and its financial performance
and its cash flows for the year then ended in accordance with International Financial Reporting
Standards (IFRSs.

Basis for Qualified Opinion

Non-compliance with International Accounting Standard (IAS 21) - “The Effects of
Changes in Foreign Exchange Rates”

Opening balances

The prior year financial statements did not comply with IAS 21- “The Effects of Changes in
Foreign Exchange Rates,” as the Road Administration had been unable to use an appropriate
exchange rate on change of functional currency. The Road Administration translated its
comparative financial statements using the interbank rate which came into existence on February
22, 2019 through Exchange Control Directive RU 28 of 2019 issued by the Reserve Bank of
Zimbabwe.

The Road Administration translated its comparative financial statements and transactions for the
period up to February 22, 2019 using a rate of 1:1 per Statutory Instrument 33 of 2019 which
prescribed that all assets and liabilities that were denominated in United States Dollars before
February 22, 2019 be deemed to be RTGS dollars at a rate of 1:1 and all transactions subsequent
to February 22, 2019 at interbank rate. The Road Administration’s inability to assess the
appropriateness of using the interbank rate in achieving fair presentation was primarily due to
the need to comply with Statutory Instrument 33 and the fact that there were no official exchange
rates between October 2018 and February 2019 due to lack of an observable foreign exchange
market. In that regard, the Road Administration’s 2020 opening balances misstatements have
an impact on the current year financial statements.

Below are other material issues noted during the audit;

. GOVERNANCE ISSUES

Board members toll fees and vehicle licences

Finding

The Board authorized an exemption to its members from paying toll fees and vehicle license fees
for two (2) personal vehicles per member without approval from the parent Ministry. This was
contrary to the provisions of the Public Entities and Corporate Governance Act [Chapter 10:31],
Section 14, which requires other benefits to be approved by the responsible Minister.

Risk / Implication

Financial loss due to unauthorized benefits.

Recommendation

The Road Administration should ensure that all benefits granted to Board members are approved
by the relevant authorities.
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1.2.

1.3.

Management response

The observation is noted. A resolution to this extent was passed by the Board to authorize
and ratify this benefit to Board members. The resolution on exemptions was submitted to
the Corporate Governance Unit and the Ministry as required under the law. In line with the
recommendation, a letter to seek approval of granting exemptions to Board members has
been submitted to the Hon Minister of Transport and Infrastructural Development. In
meantime, the Board of ZINARA has interrogated this practice and resolved to revoke the
granting of both vehicle license and toll fee exemptions to Board Members, until feedback
on the practice is received from the Minister.

Disposal Committee

Finding

The Administration appointed members of the internal audit function as members of the disposal
committee during the year. This was contrary to the provisions of the Public Entities Corporate
Governance Act [Chapter 10:31].

Risk / Implication

Independence of internal audit function may be compromised.

Recommendation

The Administration should review the composition of the asset disposal committee.

Management response

Noted, this will be corrected and implemented through the Procurement Management Unit
by July 2023.

Vehicle Licensing database

Finding

The Administration licensing database included vehicles that were due for deregistration. The
last deregistration of vehicles was carried out in 2018, contrary to the provisions of the Vehicle
Registration and Licensing Act [Chapter 13:14] section 12 (c) which provides that the Registrar
of Vehicles may cancel the registration of the vehicle if he has reasonable grounds for believing
that a registered vehicle is no longer required to be registered in terms of the Act. Management
has been resorting to manual adjustments of the vehicle licensing revenue figures for vehicles
that were due for deregistration, an exercise that is prone to human error.

Risk / Implication

Fraud and material errors may go undetected.

Irregular use of particulars of vehicles due for deregistration may go undetected.

Recommendation

The Administration to consider continuously following up with Central Vehicle Registry
department to clean up the database.
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2.1

2.2.

2.3.

2.4,

2.5.

2.6.

2.7.

2.8.

Management response

Observation is well noted for continued implementation. Deregistration is a function of
Central Vehicle Registry and ZINARA will engage CVR to help see that the exercise is
implemented in 2023.

PROGRESS TOWARDS ADDRESSING PRIOR YEAR AUDIT FINDINGS AND
IMPLEMENTATION OF RECOMMENDATIONS

The Administration made progress in addressing audit findings | raised in my 2021 annual report.
| raised nine (9) audit findings, six (6) were addressed, two (2) findings were partially addressed
and one (1) finding was not addressed as indicated below;

Compliance with the Roads Act [Chapter 13:18]

The finding was partially addressed. A proposal was made for the amendment of the Roads Act
to increase the threshold to 15% and this is currently being considered by the Ministry of
Transport and Infrastructural Development.

Tollgate Infrastructure

The finding has been addressed. Tollgate booth and back office were constructed.
Weighbridges at Vehicle Inspection Department

The finding has been partially addressed. The Mashonaland Central (Bindura weighbridge) is on
the cards and the contractor engaged through the Ministry is currently working on Forbes 2
weighbridges then move to Rusape and finally finish off at Bindura VID.

Approval of payments

The finding has not been addressed. Management is in a process to assign an Accounts Officer
in Bulawayo, who is conversant with accounting controls. Bulawayo office does not have an
Accounts representative.

Service Level Agreements (SLAs) for applications

The finding has been addressed. A contract was signed on November 04, 2020 between the
parties.

Agency contract

The finding has been addressed. An Agreement was signed between ZINARA and VID on the
December 12, 2022. Parties have already started engagements on the implementation and
working modalities.

Accounts receivables

The finding has been addressed. Finance and HR now synchronized on confirmation of loan
balances and communication of loans disbursed.

Alignment of procurement processes

The finding has been addressed. A contract was signed on November 04, 2020 between the
parties.
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2.9. Prepayments

The finding was addressed. The Administration has taken action to address this issue.
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ZIMBABWE NATIONAL STATISTICS AGENCY (ZIMSTATS) 2020 AND 2021

Background Information

The Zimbabwe National Statistics Agency was established in terms of the Census and Statistics
Act [Chapter 10:29]. The mandate of the Agency is to collect, collate, process, analyse and
disseminate statistical information for the government and other stakeholders to make informed
decisions.

I have audited the financial statements of Zimbabwe National Statistical Agency for the years
ended December 31, 2020 and 2021 and | issued a qualified opinion for 2020 and an unmodified
/clean opinion for 2021.

Qualified Opinion 2020

In my opinion, except for the effects of the matters described in the Basis for Qualified Opinion
section of my report, the financial statements present fairly, in all material respects, the financial
position of Zimbabwe National Statistics Agency as at December 31, 2020 and its financial
performance and its cash flows for the year then ended in accordance with International Financial
Reporting Standards (IFRSSs).

Basis for Qualified Opinion

. Non- compliance with International Accounting Standard 21 (IAS 21)- “The Effects of

Changes in Foreign Exchange Rates”

The prior year financial statements did not comply with the requirements of IAS 21 - “The Effects
of Changes in Foreign Exchange Rates”, as the Agency had been unable to use an appropriate
exchange rate on change of functional currency. The Agency translated its comparative financial
statements using the interbank rate which came into existence on February 22, 2019 through
Exchange Control Directive RU 28 of 2019 issued by the Reserve Bank of Zimbabwe.

The Agency used January 1, 2019 as the date of change in functional currency and translated
its foreign denominated balances to ZWL at a rate of 1:1 per Statutory Instrument 33 of 2019
which prescribed that all assets and liabilities that were denominated in US$ before February 22,
2019 be deemed to be RTGS dollars at a rate of 1:1 and all transactions subsequent to February
22, 2019 at interbank rate. The Agency’s inability to assess the appropriateness of using the
interbank rate in achieving fair presentation was primarily due to the need to comply with SI 33
and the fact that there were no official exchange rates between October 2018 and February 2019
due to lack of an observable foreign exchange market. In that regard the Agency’s 2020 opening
balances misstatements had an impact on the current year financial statements.

. Non-compliance with International Accounting Standard (IAS) 16 - “Property, plant and

equipment”

The Agency did not review the useful lives and residual values of its property, plant and
equipment as required by the International Accounting Standard (IAS)16 - “Property, plant and
equipment”. Some of the Agency’s assets were fully depreciated but still in use. In addition, IAS
16- “Property, plant and equipment” requires that the revaluation of assets should be carried out
regularly so that the carrying amount of an asset does not differ materially from its fair value at
the date of financial statements. Contrary to the above, the Agency did not comply with the
requirements of the International Accounting Standard (IAS)16 - “Property, plant and equipment”.
Had the Property, plant and equipment been revalued and review the estimated useful life
annually the amount disclosed in the financial statements would be materially different from the
figure disclosed.
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1.1.

1.2.

Opinion 2021

In my opinion, the financial statements present fairly, in all material respects, the financial
position of Zimbabwe National Statistics Agency as at December 31, 2021 and its financial
performance and its cash flows for the year then ended in accordance with International Financial
Reporting Standards (IFRSs).

Below are material issues noted during the audit;

. GOVERNANCE ISSUES

Board composition

Finding

The composition of the Agency's Board of Directors had not met the gender equality
requirements provided for in the Zimbabwe’s Constitution Amendment (no.20) Act of [2013] and
Public Entities Corporate Governance Act [Chapter 10:31] as the Board had two (2) female and
five (5) male members.

Risk / Implication

Gender programs may not be effectively appraised at board level.

Recommendation

The Agency should continuously engage the appointing Authority so as to align its board
structures with the requirements of the Public Entities Corporate Governance Act [Chapter
10:31].

Management response

Noted. ZIMSTAT is engaging the Ministry of Finance and Economic Development on the
matter.

Segregation of duties

Finding

There was no segregation of duties at the provincial offices as Provincial Administration Officers
were responsible for accounting, human resources and administration work at the provinces.
These functions are ordinarily supposed to be performed by different officers. For example, an
officer could originate a requisition, place an order, receive the goods and record the transaction.
In addition, some officers were approving their own travel and subsistence allowances.

Risk / Implication

Fraud and material errors may go undetected.

Recommendation

The Agency should ensure that incompatible duties are segregated.
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1.3.

1.4.

Management response

Noted. Management is streamlining Provincial operations such that Finance,
Administration and Human Resources functions are done by different people. Human
Resources has already been separated from Finance and Administration at Director level
and the same separation will be done at Provincial level as soon as the structures are
approved. In the meantime, the Provincial statisticians check and approve documents
done by the Provincial Administration officers.

Asset register
Finding

The Agency did not reconcile assets recorded in the Head Office’s master asset register to
provincial records. As a result, seven (7) gas tank sets recorded in the Manicaland Province
asset register were not recorded in the Head Office master asset register. In addition, some
movements of assets such as motor vehicles, tablets and gas tanks between and within
provinces were not being recorded. As a result, excess of these items were noted across
Provinces visited illustrated in the table below;

Province Asset Number of items not recorded
Midlands Tablets 106

Bulawayo Tablets 45

Mashonaland East Tablets 5

Mashonaland East Gas tanks 5

Matabeleland South Motor vehicles 3

Midlands Motor vehicles 2

Bulawayo Motor vehicles 2

Matabeleland North Motor vehicles 2

Risk / Implication

Loss or misappropriation of assets.

Recommendation

Management should ensure that asset movements are recorded.
Management response

Noted. All officers going for asset verification in December 2022 will be instructed to
ensure registers are properly compiled/updated.

Census tablets from all provinces have been surrendered to HQ and reconciliations are
in progress. The number of tablets which were in the system prior to the Census will also
be checked against records.

Controls over expenditure

Finding

The Agency’s controls over payments for services rendered were weak. As a result, an invoice

for panel beating of a motor vehicle amounting to ZWL305 858 which was not addressed to the
Agency was paid.
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15.

2.1

Risk / Implication
Financial loss as a result of payment for services not rendered.
Recommendation

The Agency should ensure that payment vouchers are reviewed before making payments to
ensure payments are supported by valid source documents.

Management response

Service provider mistakenly sent one of their customers’ invoice which was
subsequently paid instead of invoice number IN110944 with an invoice amount of
ZWL338 828 for the Agency’s vehicle.

Office leases

Finding

Rental invoices received from the property managers for the lease of two (2) offices in
Mashonaland East were not being captured into the accounting system. In addition, the Agency
did not have lease agreements for the eleven (11) properties leased from various property
owners.

Risk / Implication

Understatement of expenses.

The Agency may not have legal recourse in the event of dispute.

Recommendation

Management should ensure that all invoices are posted in the system.

The Agency should ensure that the all leased properties have lease agreements in place.

Management response

Noted. All Provincial Administration Officers have been instructed with immediate effect
to ensure that all leased premises have lease agreements.

PROCUREMENT OF GOODS AND SERVICES

. Alignment of accounting processes to the reporting framework

Finding

The Agency’s accounting processes were not aligned to the requirements of the accounting
framework. For instance, some of the assets were fully depreciated but were still in use and their
useful life and residual values had not been reviewed in accordance with International
Accounting Standard (IAS)16- “Property, plant and equipment”. In addition, no revaluation was
carried out to address this anomaly for assets with nil balances but were still in use as required
by International Accounting Standard 16 — “Property, plant and equipment”’. This anomaly
affected the whole motor cycles fleet and fifty-four (54) of the fifty-six (56) motor vehicles acquired
before 2020.
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3.1.

Risk / Implication
Material misstatements of the financial statements.
Recommendation

Management should align its accounting processes with the requirements of the reporting
framework.

Review of the residual values and the useful life of assets should be carried out in line with
International Accounting Standards 16 — “Property, plant and equipment”.

Management response

On these specific assets, an error was done way back and by 2020 the assets already had
nil values. As for the other assets, the Agency conduct an asset verification at the end of
every year where all assets are identified and assessed for their future benefits and useful
lives.

. PROGRESS TOWARDS ADDRESSING PRIOR YEAR AUDIT FINDINGS AND

IMPLEMENTATION OF RECOMMENDATIONS

The Agency made progress in addressing the audit finding and recommendation raised in my
2021 annual report. | raised one (1) audit finding and it was partially addressed as indicated
below;

Board skills balance

The finding was partially addressed. A new board was appointed, however, there are no
members with accountancy and law expertise.
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11

ZIMBABWE PARKS AND WILDLIFE MANAGEMENT AUTHORITY 2021

Background Information

Zimbabwe Parks and Wildlife Management Authority was incorporated in terms of the Parks and
Wildlife Act [Chapter 20.14]. The functions of the Authority are to control, manage and maintain
national parks, botanical reserves and gardens, sanctuaries, safari areas and recreational parks.

| have audited the financial statements of the Zimbabwe Parks and Wildlife Management
Authority for the year ended December 31, 2021 and | issued an unmodified / clean opinion.

Opinion

In my opinion, the financial statements present fairly, in all material respects, the financial
position of Zimbabwe Parks and Wildlife Management Authority as at December 31, 2021, and
its financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards (IFRSs).

Below are material issues noted during the audit;

MANAGEMENT OF ASSETS

Asset maintenance plan

Finding

The Authority did not have an asset maintenance plan in place. As a result, it was taking long to
repair buildings, despite requests for repairs from stations. The roofs of some of the lodges were
being destroyed by wild animals while some houses had developed cracks.

Risk / Implication

Delays in repairs may lead to increased costs due to inflation.

Recommendation

The Authority should put an asset maintenance plan in place.

Management response

Audit findings noted. Management asserts that these buildings are indeed very old and in
need of extensive repairs and maintenance. Our Challenge has been the availability of
resources to embark on a full scale maintenance program for the aforementioned

buildings.

PROGRESS TOWARDS ADDRESSING PRIOR YEAR AUDIT FINDINGS AND
IMPLEMENTATION OF RECOMMENDATIONS

The Authority made progress in addressing audit findings raised in my 2020 annual report. |

raised three (3) audit findings and one (1) finding was addressed and two (2) were partially
addressed as indicated below;
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2.1 Revenue system
The finding was partially addressed. The ICE-Reservation System is being developed The
expected roll out timelines of September 2022 could not be met and have since been moved to
June 2023.

2.2 Advance salary
The finding was addressed. The Advance salary policy was drafted and approved.

2.3 Lease receivables

The finding was partially addressed. Efforts are being made to recover outstanding debts.

27

——
| —



ZIMBABWE REVENUE AUTHORITY (ZIMRA) 2022

Background Information

The Zimbabwe Revenue Authority (ZIMRA) was established in terms of the Zimbabwe Revenue
Authority Act [Chapter 23:11]. Its core business is the collection of revenue for the Government
of Zimbabwe and administration of trade and economic development in the region and beyond.

I have audited the financial statements of the Zimbabwe Revenue Authority for the year ended
December 31, 2022 as well as the revenue returns. | issued a qualified opinion on the Authority’s
financial statements, a qualified opinion on the Outstanding Revenue Return and Revenue
Return, unmodified opinion on the Revenue Written Off, Tax Reserve Certificates Return and
Receipts and Disbursements Return.

Qualified Opinion on the Authority’s financial statements

In my opinion, except for the effects of matters described in the Basis for Qualified Opinion
section of my report, the financial statements present fairly, in all material respects, the financial
position of Zimbabwe Revenue Authority as at December 31, 2022 and its financial performance
and its cash flows for the year then ended in accordance with International Financial Reporting
Standards (IFRSs).

Basis for Qualified Opinion

Non-compliance with International Accounting Standard (IAS) 21 — “The Effect of Changes
in Foreign Exchange Rates”

Foreign currency denominated leases

The Authority disclosed right of use assets of ZWL1.5 billion and lease liability of ZWL1.96 billion.
Included in these amounts are foreign currency denominated leases which were recorded as
ZWL285million for both the right of use and lease liability. The lease liability was not correctly
amortised. These foreign denominated leases were not translated using the interbank rate that
was prevailing at the time of payment or the spot rates, as prescribed in IAS 21— “The Effects of
Changes in Foreign Exchange Rates”. As a result, foreign exchange gains and losses on these
leases were not recognized in line with the requirements of IAS 21— “The Effects of Changes in
Foreign Exchange Rates”. Had the Authority applied the requirements of IAS 21— “The Effects
of Changes in Foreign Exchange Rates”, the right of use assets, lease liability and exchange
gains and losses would have been materially impacted. | was therefore not able to determine the
extent of misstatement and any adjustments that could have been necessary.

. Leases

The terms of the lease (lease payments and lease period) were revised during the year ended
December 31, 2022. This constituted a lease modification in terms of IFRS 16- leases. However,
the Authority did not account for the modification as required by IFRS 16- leases. The effects of
this departure to the financial statements have not been determined.

Qualified Opinion on Outstanding Revenue Return
In my opinion, except for the effects of matters described in the basis of Qualified Opinion section

of my report, the Outstanding Revenue Return presents fairly, in all material respects, the
Outstanding Revenue as at December 31, 2022.
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Basis for Qualified Opinion
Unclassified Deposits

The Authority received a total of ZWL 1.098 billion in deposits from clients. These amounts were
not receipted and allocated to any tax head as at December 31, 2022 due to insufficient payment
details. As a result, some clients continued to accumulate penalties and interest for outstanding
amounts. The outstanding revenue return have not been adjusted for these deposits.

. E-Service Platform

The E-service platform was not performing as expected since 2016. It was not able to handle
voluminous transactions during peak periods of returns submission. Although the Authority had
put alternative means of submitting returns through emails and then capture them manually into
the system, it was not able to clear all submitted returns leading to some clients’ accounts
remaining in credit as at December 31, 2022. As a result, some business partners with
outstanding returns were not charged civil penalties on outstanding returns. | could not establish
the extent of the misstatement.

Temporary Import Permits

There were 26 487 expired electronic Temporary Import Permits that were issued and had not
been acquitted as at December 31, 2022. In addition, the Authority issued 43 385 manual
Temporary Import Permits during the year, however | could not establish the number of manual
TIPs that had expired due to weaknesses in the internal controls. As a result, | could not verify
the total number of expired TIPs that were not acquitted. | was therefore not able to establish
any potential duty in relation to expired TIPs that were not acquitted.

.Value Added Tax (VAT) refunds

There were VAT refunds which were fraudulently processed during the year ended December
31, 2020. The process to quantify the extent of fraud was yet to be finalised as internal
investigations had not been concluded hence the outstanding revenue return was not yet
adjusted.

. Private Imports Debt

Included in customs debt were entries made in advance (pre-clearance) by clients. However, not
all clients proceeded with the importation, resulting in lodged entries remaining open indefinitely.
As a result, the customs debt had private import entries that back dated to 2015. In addition, the
ASYCUDA system was not configured to flag out multiple entries for the same consignment by
private importers. This shortfall permitted duplicates that misstate the customs debt. My audit
revealed that there were instances of multiple entries made by a single declarant, which could
not be traced to the goods. The records of the Authority showed a total of ZWL3.56 billion in
private imports debt as at December 31, 2022. Although an exercise to manually identify
duplicates was on going, | was not able to ascertain whether all duplicates were identified and
adjusted for.

Qualified Opinion of the Revenue Return
In my opinion, except for the effects of the matters described in the Basis for Qualified Opinion

section of my report, the accompanying Revenue Return presents fairly in all material respects,
the revenue collected during the year ended December 31, 2022.
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1.1.

Basis for Qualified Opinion
Unclassified deposits

Included in this return are deposits amounting to ZWL1,098 billion that had not been
appropriately classified. The tax heads in this return had not been adjusted to reflect these
payments made due to insufficient deposit details. | could not establish the extent of the
misstatement per tax head.

Opinion on the Receipts and Disbursements Return

In my opinion, the Receipts and Disbursements Return presents fairly, in all material respects,
the Receipts and Disbursements made during the year ended December 31, 2022.

Opinion on the Revenue Written Off Return

In my opinion, the Revenue Written Off Return presents fairly, in all material respects, the
Revenue Written Off during the year ended December 31, 2022.

Opinion on the Tax Reserve Certificates Return

In my opinion, the Tax Reserve Certificates Return presents fairly, in all material respects, the
Tax Reserves for the year ended December 31, 2022.

Below are other material issues noted during the audit;

. GOVERNANCE ISSUES

Travel and subsistence policy

Finding

The Authority’s acquittal and clearance system for travel and subsistence was not water tight.
As a result, the Authority was owed a total of ZWL73.8 million for travel and subsistence

allowances by staff members as at December 31, 2022. The amounts owed had been
outstanding beyond the acquittal time. This was contrary to the Authority’s travel and subsistence

policy.

Risk / Implication

Expenditure incurred may not be correctly accounted for.
Recommendation

Management should enforce compliance with the travel and subsistence policy by staff
members.

Management response

The observation is noted. Follow-ups were done in the subsequent period and the
majority of the advances have since been acquitted.
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1.2. Accounting for leases

2.1

Finding

The Authority’s accounting processes and procedures for leases were not comprehensive
enough to provide adequate guidance to staff. As a result, the Authority did not properly account
for foreign currency denominated leases. The disclosed right of use assets of ZWL1.5 Billion and
lease liability of ZWL1.96 billion included foreign currency denominated leases which were not
translated using the interbank rate that was prevailing at the time of payment or the spot rates,
as prescribed by IAS 21— “The Effects of Changes in Foreign Exchange Rates”. Therefore, the
foreign exchange gains and losses on these leases were not recognized in line with the
requirements of IAS 21— “The Effects of Changes in Foreign Exchange Rates”.

In addition, the terms of the lease (lease payments and lease period) were revised during the
year ended December 31, 2022. This constituted a lease modification in terms of IFRS 16-
leases. However, the Authority did not account for the modificationas required by IFRS 16-
leases.

Risk / Implication

Misstatement of financial statements.

Errors may go undetected.

Recommendation

The accounting procedures should be reviewed and designed to guide staff.

Management response

The observation is noted. Apparently the lease computations were done manually in excel
as the real estate management model was not yet operational.

. REVENUE COLLECTION AND DEBT RECOVERY

Automation of revenue collection processes

Finding

Management and strategic systems, Domestic, Customs and Excise system data were stand
alone and not fully integrated. For instance, only four (4) out of thirty-four (34) returns for domestic
tax could be filled online. In addition, calculation of civil penalty for late submission of returns
(VAT, ITF 12 C, ITF 16) was being done manually as the system could not perform the task
automatically.

Risk / Implication

Material misstatements may not be detected on time.

Recommendation

Management should consider data spooling and systems integration.
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2.2.

2.2.1.

2.2.2.

Management response

Observation is noted. Management has started working on several projects that will see
aseamless integration of these systems and automate the current manual processes. The
TaRMS project will be integrated to internal and external systems and will also ensure
automation of manual returns. Automation of manual exercise processes is also being
done under the Single window project.

Calculation of interest -Due to the current eService challenges manual intervention have
been accommodated with a great improvement having been attained with the introduction
of the alternative e-Taxes platform which forwards all fields to the backend system.

DOMESTIC TAX
Civil penalties
Finding

The E-service platform was not performing as expected since 2016. It was not able to handle
voluminous transactions during peak periods of returns submission. Although the Authority had
put alternative means of submitting returns through emails and then capture them manually into
the system, it was not able to clear all submitted returns leading to some clients’ accounts
remaining in credit as at December 31, 2022. As a result, some business partners with
outstanding returns were not charged civil penalties on outstanding returns.

Risk / Implication

Misstatements of outstanding revenue as late payments may exclude penalties due to errors of
omission.

Recommendation
Management should expedite the automation of the E-service platform.
Management response

Observation noted. Due to the current e-Service challenges manual intervention have
been accommodated with a great improvement having been attained with the introduction
of the alternative e-Taxes platform which forwards all fields to the backend system. In the
interim management is working on a way to automatically populate these missing fields
through the e-Services support. The eservices enhancement project is currently
underway and the challenge will be addressed by September 30, 2023.

Classification of revenue
Finding

There was no integrated payment gateway option to allow clients to pay for their taxes after
submission of returns. As a result, the Authority received a total of ZWL 1,098 billion in deposits
from clients. These amounts were not receipted and allocated to any tax head as at December
31, 2022 due to insufficient payment details. As a result, some clients continued to accumulate
penalties and interest for outstanding amounts. The outstanding revenue return was not adjusted
for these unclassified deposits.
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2.2.3.

2.3.

2.3.1.

Risk / Implication

Misstatement of the annual revenue return and outstanding revenue.

Recommendation

The Authority Should Integrate the payment gateways onto e-services.

Management response

Observation noted and this is being addressed through the TaRMS system.

E-filing

Finding

The system was not well configured to provide clients feedback. As a result, clients were not
updated with reasons pertaining to all returns and tax clearances which were rejected by the
system during the year.

Risk / Implication

Delayed resolving of submission issues.

Recommendation

The system should be configured to issue notification on all rejected returns to the clients.
Management response

Observation noted. The features require the interface between the two systems  to be
enhanced through development effort which comes at a cost. The Authority is
implementing a new system (TARMS). This is coming as one tightly coupled solution
hence no interface challenges are expected.

CUSTOMS AND EXCISE

Temporary Import Permits (TIPs)

Finding

The Authority's controls over TIPs were not water tight. As a result, there were 26 487 electronic
Temporary Import Permits that were issued and had expired and not acquitted as at December
31, 2022. In addition, the Authority issued 43 385 manual Temporary Import Permits during the
year, however | could not establish the number of manual TIPs that had expired due to
weaknesses in the internal controls. | was therefore not able to establish any potential duty in
relation to expired TIPs that were not acquitted.

Risk / Implication

Irregular acquittal of the outstanding TIPs.

Recommendation

The Authority should consider improving the TIP system.
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2.3.2.

2.3.3.

Management response

Observation and recommendation noted.

The authority will continue to improve the system by increasing the flagging parameters.
Private imports debt

Finding

Included in the customs debt were entries made in advance (pre-clearance) by clients. However,
not all clients proceeded with the importation, resulting in lodged entries remaining open
indefinitely. As a result, the customs debt had private import entries that back dated to 2015. The
records of the Authority showed that the private imports debt was ZWL3.56 billion as at
December 31, 2022. Thirty-seven percent (37%) of this amount, was outstanding for a period of
more than two months whilst twenty-five percent (25%) was outstanding for an average period
of six (6) years. My inspection of a list of the outstanding debts availed from various stations
revealed that there were instances of multiple entries made by a single declarant, which could
not be traced to the goods.

Risk / Implication

Misstatement of the outstanding revenue return.

Recommendation

Management should consider ways of flagging multiple entries by the same declarant for the
same consignment.

Management response

Observation noted. Configuration of the system to enable flagging of importers critical
details will be implemented in Q4 2023 as per project priority list for 2023.

Destruction of prohibited goods

Finding

Chirundu border post did not have incinerators to destroy goods seized in terms of section 193
of the Customs and Excise Act [Chapter 23:02]. As a result, there were prohibited goods such
as skin-lightening creams, tablets, and medicines that were under Notice of seizures which were
beings stored in the warehouse. These products were supposed to have been destroyed after
the expiry of ninety (90) days from the date of seizure.

Risk / Implication

Prohibited goods may find themselves in the street.

Misstatement of the outstanding revenue return.

Recommendation.

Management should source funds to acquire the necessary equipment to destroy prohibited
goods.
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3.1

3.2.

Management response

Observation noted. Chirundu border post does not have an incinerator, with the nearest
one being at Chinhoyi hospital but currently on breakdown. The Authority has initiated
engagements with Environmental Management Agency for them to assist us in engaging
incineration service providers in Harare, with the hope of doing a pollution minimized
destruction process. The quantities involved puts out most of the incineration service
providers in terms of pollution management.

MANAGEMENT OF ASSETS

Redundant assets

Finding

There was no evidence to support that the Authority planned for the storage of redundant assets
that were removed from the Beitbridge border post during the expansion project. As a result,
items of property, plant and equipment removed from the office were stored haphazardly in
unsecure locations, exposing them to harsh weather conditions and theft.

Risk / Implication

The assets may be misappropriated.

Financial loss due to deterioration of assets.

Recommendation

Movement of assets should be properly planned for.

Management should store the redundant assets in more secure facilities.

Management response

Observation noted. On movements plan of the assets it was a challenge because the
construction project was done by a contractor independent from ZIMRA and supervised
by Public Works.

The construction projects unfortunately did not include provision of a storage facility for
all the items, which were being removed from the border, and so the Authority had to rely
on thelittle space available. Valuable assets will be moved into more secure environments
by end of June 2023. In addition, security guards are in place at all areas/locations where
these items are stored.

Vehicle fleet costs

Finding

The Authority’s fleet of vehicles was aged. As a result, it was incurring significant repairs and
maintenance costs. For the five (5) regional offices | visited, there were one hundred and thirty-
five (135) vehicles, of which forty-four (44) of them were non-runners.

Risk / Implication

Service delivery may be compromised.
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Recommendation
The Authority should consider replacing the aged vehicles.
Management response

Observation noted. The Authority continues to pursue new transport additions. There are
various procurement processes underway for new vehicles with biggest challenge being
foreign currency requirements by suppliers. Where ZWL contracts have been entered into
there have been delivery challenges with some new vehicle dealers failing to deliver on
awarded contracts.

The disposal process of old vehicles is being implemented as approved for the 2023
Disposal Plan. More of the old vehicles will have to be identified and included on the 2024
Disposal Plan with additional guidance to ensure as much of these old vehicles are
disposed.

3.3. Buildings

Finding

The Authority was not maintaining some of its buildings in time. As a result, there were two (2)
buildings at Beitbridge which were turned into storage facilities, however, the buildings were old
and needed repairs. The other buildings at the border post had cracked walls, broken windows
and not secured. The buildings at Chirundu and Kariba stations were now old and required more
than regular repairs and maintenance. In addition, the air conditioners for the properties at these
stations were no longer functional. As a result, officers had resorted to supplying their own air
conditioning system in the houses.

Risk / Implication

Delays in repairs may lead to increased costs of maintenance due to inflation.
Recommendation

Management should consider refurbishing the old buildings.

Management response

Observation is noted. Requests for refurbishment funding is continuous. The general
guidance from reports and inspection processes of buildings are presented in Repairs &
Maintenance Plans for budgeting and funding. Repairs and maintenance Contractors are
assigned such works.

Monitoring and evaluation of the Repairs and maintenance plans is done on a monthly and
guarterly basis. Available funding usage analysis is done and is measured for staff
performance measurement.

However due to various reasons including incapacitation there were requests for advance
payments for some works by the Repairs and maintenance Contractors which lengthened
the response times. There were RFQs raised for some works as a way of expediting

processes.

The need to overhaul the lots is to be considered for the next tender process which will be
after 24 months - tender being finalized now is on the same lots (regional).
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4. PROCUREMENT OF GOODS AND SERVICES

4.1. Delivery of vehicles

4.2.

Finding

The Authority paid ZWL 209 million for procurement of thirty-five (35) Toyota Hilux double cab
and fifty (50) Toyota corolla vehicles on February 24, 2022. However, the supplier had
delivered fifteen (15) of the thirty-five Toyota Hilux and none of the fifty (50) Toyota corolla
vehicles.

Risk / Implication

Financial loss due to non-delivery of the vehicles.

Recommendation

Management should engage the suppliers to ensure that outstanding vehicles are delivered.
Management response

ZIMRA terminated the contract with the supplier and the matter was referred for
arbitration.

Engagement of fix and supply contractors
Finding

The Kariba, Chirundu, Bulawayo regional offices and Plumtree, Beitbridge, Forbes, Mutare
stations and Head Office engaged contractors for construction, repairs and maintenance of
buildings on a fix and supply basis. The contracts stipulated that whenever the suppliers were
to supply materials, the Authority would carry out a price evaluation by comparing the prices
submitted by the supplier with those of other suppliers. However, my review of the quotations
received from the contractors for fix and supply revealed that they were not subject to
review/evaluation against other suppliers. This was contrary to the contracts which required
the Authority to check (review/evaluation) the quotation prices against other suppliers. From
the records | examined, a total of over ZWL 200 million was incurred as follows:

e  Plumtree incurred ZWL10.6million,

Bulawayo ZWL3.67 million,

Chirundu ZWL9.5 million,

Head Office 130.1 million,

Beitbridge ZWL60 million.

Risk / Implication
Financial loss due to prices which are uncompetitive.
Recommendation

All quotations from the engaged suppliers should be evaluated against other suppliers as
required by the contracts.
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Management response

Observation noted. Repairs and Maintenance works are carried out by contractors who
are awarded contracts through a competitive bidding process. The problem could have
arisen as aresult of either of the following:

e Lack of qualified procurement personnel at regions and stations
e Extreme urgency of the maintenance and repair works that were being carried out.

Going forward, where repair work requires supplying of materials, the contractors will
submit a quotation for the materials. The quotation will be compared against
quotations from other suppliers of similar materials to ensure the quoted prices are
consistent with market prices. A comparative schedule shall be prepared and
evaluated when materials are being supplied by the contractor. Also, the Authority is
deploying qualified Procurement Officers to regions to ensure procurement is
conducted in accordance with the Public Procurement and Disposal of Assets Act.

4.3. Declaration of interest by procurement evaluation team

5.1

Finding

Members of the Bulawayo Regional Office procurement committee were not declaring their
interest when evaluating submissions by suppliers, contrary to the Public Procurement and
Disposal of Public Assets Act [Chapter 22:23].

Risk / Implication

Financial loss as procurement of goods and services may not be done competitively.

Recommendation

Members of the Procurement Committee should always declare their interest during the
evaluation process.

Management response

Observation noted. Management will communicate to all Procurement Committee
members to adhere to all tenets of the procurement process including filling in all
spaces required of them to avoid recurrence. In addition, the PMU is carrying training
and sensitization workshops to regions.

. PROGRESS TOWARDS ADDRESSING PRIOR YEAR AUDIT FINDINGS AND

IMPLEMENTATION OF RECOMMENDATIONS

The Authority did not make significant progress in addressing my audit findings. | raised four
(4) findings in my 2021 annual report and there were eight (8) outstanding findings from my
2019 and 2020 annual reports. One (1) finding was addressed and eleven (11) findings were
partially addressed as indicated below;

Sanitising booths
The finding was partially addressed. The sanitizing booths are not yet being used. The

sanitizing booths were repaired, however, the contracts for health workers who were
monitoring the booths were terminated.
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5.2 E-services platform

5.3

5.4

5.5

5.6

57

5.8

59

The finding was partially addressed. The E-taxes platform was introduced so that taxpayers
can use it to submit tax returns. The Authority planned to introduce a new tax system
(TaRMS) in the year 2023 which is anticipated to address the Eservices Platform problems.
Following the plans to introduce a new tax, the Authority resolved to not to incur costs in
addressing the current E-Services challenges as these will be addressed by TaRMS.

Unclassified deposits

The finding has been partially addressed. The transactions for 2021 were all cleared. The only
outstanding transactions pertain to 2022. The Zee-pay payments solution faced
implementation challenges and the Authority is anticipating to resolve this with TARMS
implementation due this year (2023).

Follow up on outstanding temporary import permits

The finding has been partially addressed. The internal procedures on TIPs follow ups were
reviewed. However long outstanding TIPs are yet to be acquitted.

Duplicate contract accounts

The finding was partially addressed. All the identified duplicates were blocked. The system
vendor implemented controls that reduced the occurrence of duplicates within the SAP
system. The Authority is implementing a new TARMS solution to address the challenge and
it expects to launch the first release in October 2023.

SAP E-service platform

The finding was partially addressed. E-Taxes have been introduced so that tax returns can
be submitted and captured using this platform. However, other issues on E-services have
been shelved for TaRMS implementation which is anticipated to be in place by October 2023.

Online deposits

The finding was partially addressed. Transactions for 2020 and 2021 were cleared. However,
the Zee-pay solution faced some implementation challenges and the Authority anticipates
resolution of the platform under the new system-TARMS which is to implemented this year
(2023).

VAT Refunds

The finding was addressed. The 2020 and prior year refunds have been processed and
completed. Refunds are being risk profiled before processing and the refunds which are
ranked low risk are immediately paid while refunds which are being ranked high risk are
audited before processing.

Customs debt from imported vehicles
The finding was partially addressed. Four hundred and eighty-three (483) motor vehicles that
were identified during the audit have been recovered under Phase 1 of the Project. Phase 2

of the Project was completed leading to the identification of an additional one thousand and
eighty-seven (1087) and follow-up on outstanding vehicles is being done.
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5.10

5.11

5.12

Temporary Imports Permits of tourists’ vehicles (TIPs)

The finding was partially addressed. The level of outstanding TIPs is still high for manual
TIPs and less for electronic ones.

Management of Removal in Transit (RIT)

The finding was partially addressed. All key customs clearance processes for Removals in
transit are automated. Note that multiple generation of T1s is caused by multiple capturing
of Loading Lists by clearing agents and not manual interventions. In addition, a letter has
been written to IPEC for duty for Sureties that have closed and were now wait for the
response.

Report orders
The finding was partially addressed. Progress has been made as fifty-eight (58) Report

Orders for the government departments were acquitted. Engagements with other
Government Departments is on-going.
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PUBLIC ENTITIES UNDER THE CATEGORY OF
BOARDS
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GRAIN MARKETING BOARD (GMB) 2020

Background Information

The Grain Marketing Board was incorporated in terms of the Grain Marketing Board Act [Chapter
18:14]. The Board’s main activities are buying and storing of grain, manufacturing of silo products
and managing of the Strategic Grain Reserve and the Input Scheme on behalf of the Government
of Zimbabwe.

| have audited the consolidated financial statements of Grain Marketing Board for the year ended
March 31, 2020.1 issued an adverse opinion.

Adverse Opinion 2020

In my opinion, because of the significance of the matter discussed in the Basis for Adverse
Opinion section of my report, the consolidated financial statements do not present fairly the
financial position of Grain Marketing Board as at March 31, 2020, and its consolidated financial
performance and its consolidated cash flows for the year then ended in accordance with
International Financial Reporting Standards (IFRSs).

Basis for Adverse Opinion

Non- Compliance with International Accounting Standard (IAS) 21 - “The Effects of
Changes in Foreign Exchange Rates”

The prior year consolidated financial statements for the Board did not comply with the
requirements of IAS 21- “The Effects of Changes in Foreign Exchange Rates”, as the Board had
been unable to use an appropriate exchange rate on change of functional currency. The Board
translated its comparative consolidated financial statements using the interbank rate which came
into existence on February 22, 2019 through Exchange Control Directive RU 28 of 2019 issued
by the Reserve Bank of Zimbabwe.

The Board used February 22, 2019 as the date of change in functional currency and translated
its foreign denominated balances to ZWL at a rate of 1USD :1ZWL as per Statutory Instrument
33 of 2019 which prescribed that all assets and liabilities that were denominated in US$ before
February 22, 2019 be deemed to be RTGS dollars at a rate of 1:1 and all transactions subsequent
to February 22, 2019 at interbank rate. The Board’s inability to assess the appropriateness of
using the interbank rate in achieving fair presentation was primarily due to the need to comply
with Sl 33 and the fact that there were no official exchange rates between October 2018 and
February 2019 due to lack of an observable foreign exchange market. The impact of the Board’s
inability to comply with the IAS 21- “The Effects of Changes in Foreign Exchange Rates” has
been considered significant on the current year consolidated financial statements.

Valuation of buildings

Grain Marketing Board maintained its buildings using the revaluation model. IAS 16.31 requires
revaluations to be made with sufficient regularity to ensure that the carrying amount does not
differ materially from that which would have been determined using fair value at the end of the
reporting period. However, the Board last revalued its buildings in March 2018. Due to the
prevailing hyperinflationary environment there has been significant changes in fair values of
buildings which would warrant revaluation of buildings to be made to reflect the carrying amounts
which would have been determined using fair value at the end of the reporting period. In the
absence of a valuation exercise, | was unable to independently verify whether the carrying
amount of buildings included in property, plant and equipment was fairly stated.
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In addition, the valuation of property, plant and equipment for Silo Food Industries (Subsidiary)
was done in United States Dollars (USD) and then translated to Zimbabwe Dollars (ZWL) using
the closing interbank exchange rate. The valuer determined the fair values in USD due to limited
market information on ZWL property transactions during the period. | was unable to determine
the appropriateness of the translated ZWL values of the property, plant and equipment and
whether any adjustments could have been necessary.
Below are other material issues noted during the audit;

1. GOVERNANCE

1.1 Property, plant and equipment
Finding
The Board’s accounting policy was silent on frequency of revaluation of property, plant and
equipment. As a result, the Board, last revalued its property, plant and equipment in March 2018.
IAS 16 paragraph 31 states that “revaluations shall be made with sufficient regularity to ensure
that the carrying amount does not differ materially from that which would be determined using
fair value at the end of the reporting period”. In the absence of a valuation exercise, | was
therefore unable to verify if the carrying amounts of property, plant and equipment were fairly
stated.
Risk / Implication
Misstatement of financial statements
Recommendation

The Board should consider reviewing and updating their revaluation policy, and apply it to its
property, plant and equipment.

Management response

The Board will ensure that the assets are revalued before the next Financial Year end.
1.2 Fuel management

Finding

The Board'’s fuel management policy/procedure requires the fuel register to be updated regularly

when fuel is received or issued. However, the fuel register maintained by the Board was not

being updated regularly of details such as date of receipt or request, requesting department,

gquantities requested, quantity received and signature of receiver.

Risk / Implication

Fraud and errors may go undetected

Recommendation

The fuel register should be updated with all the necessary details.
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2.1

2.2.

2.3.

2.4,

Management response

The issues raised were noted and the recommendations have been adopted and are being
implemented with immediate effect.

PROGRESS TOWARDS ADDRESSING PRIOR YEAR AUDIT FINDINGS AND
IMPLEMANTATION RECOMMENDATIONS

The Board made progress in addressing audit findings raised in my 2018 and 2019 annual
reports. | raised four (4) audit findings. Two (2) findings have been addressed, one (1) finding
was partially addressed and one (1) was not addressed as indicated below;

Grain Imports

Audit finding was addressed. A total of USD 2 361 844 was transferred to RBZ after the
reconciliation.

Outstanding purchased grains

Audit finding was not addressed. GMB is still engaging the suppliers and pursuing the matter.

Depot to depot transfer
Audit finding was addressed. The policy for normal losses is now in place.
Construction of hardstands

The audit finding was partially addressed. The Board has since disbursed funds for twenty-one
(21) out of thirty-nine (39) hardstands which are 100% complete.
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TOBACCO INDUSTRY AND MARKETING BOARD 2021

Background Information

Tobacco Industry and Marketing Board was incorporated in Zimbabwe in terms of the Tobacco
Industry Marketing Board Act [Chapter 18:20]. The Board was established to provide control
and regulation of the tobacco industry in Zimbabwe.

| have audited the financial statements of the Tobacco Industry and Marketing Board for the
years ending December 31, 2021 and | issued a qualified opinion.

Qualified opinion

In my opinion, except for the effects of the matters described in the Basis of Qualified opinion
section of my report, the financial statements present fairly, in all material respects, the
financial position of the Board as of December 31, 2021, and its financial performance and
cash flows for the year then ended in accordance with International Financial Reporting
Standards (IFRSSs).

Basis for Qualified Opinion

Non- Compliance with International Financial Reporting Standard (IFRS) 13 - “Fair Value
Measurements”.

The Board performed a revaluation of Land and Buildings as at December 31, 2021, including
a fair valuation of its Investment Property. The Board engaged professional valuers to determine
fair values, which was done in USD and converted to ZWL as at 31 December 2021 at the
ZWL/USD RBZ auction exchange rate. Furthermore, the same source for the exchange rate
was used to convert the Board’s USD transactions during the year.

IFRS 13 defines fair value as the price that would be received to sell an asset in an orderly
transaction between market participants at a measurement date. We were unable to obtain
sufficient appropriate evidence to support the appropriateness of the application of the
ZWL/USD RBZ auction exchange rate in the determination of the final ZWL fair valuations
presented. IFRS 13- “Fair Value Measurement” requires:

e A fair value to be determined using the assumptions that market participants would use
when pricing the asset, assuming market participants act in their economic best interests;
and

e Fair value to reflect the price that would be received to sell the asset in an orderly transaction
in the principal market at the measurement date under current market conditions, regardless
of whether that price is directly observable or estimated using another valuation technique.

| was therefore unable to obtain sufficient evidence to support the appropriateness of simply

applying the closing ZWL/USD RBZ auction exchange rate in determining the ZWL fair value of

Land and Buildings and other USD based transactions without any further adjustments to reflect

how the economic conditions within the country as at that measurement date would impact the

assumptions that market participants would use in pricing those assets. Such matters include,
but are not limited to:

e The correlation of the responsiveness of ZWL valuations of Land and Buildings and
Investment Properties to the auction RBZ exchange rate and related underlying US$ values;
and

e The extent to which supply and demand for the respective Land and Buildings and other USD
transactions reflects the implications on market dynamics of the auction exchange rate.

Below are other material issues noted during the audit;
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11

1.2

GOVERNANCE ISSUES

Special projects

Finding

The Board has a facility whereby it offers some financial assistance to tobacco farmers on a loan
basis. | however noted that the farmers were not repaying back the loaned amounts to the Board.
As a result, some balances owed to the Board were long outstanding to as far as 2014.

Risk / Implication

The Board may not be able to recover all the amounts owed to it by the farmers.

The Board may be incapacitated to assist other farmers.

Recommendation

The Board should make a follow up on all outstanding amounts.

Management response

Noted. The Board has implemented the following:

TIMB field officers are following up on defaulting farmers;

Lawyers have been engaged to assist with debt recovery;

2021 loans have been indexed in USD and are repayable in same; and

Going forward, the Board is no longer issuing loans, rather its mandate is only
limited to facilitating farmers to obtain loans direct from financial institutions.

Delivery of procured goods

Finding

The Board made payments to suppliers in advance for the delivery of a bus and computers for
USD50 500 and ZWL1.7million, respectively during the year ended December 31, 2021.
However, the goods had not been delivered.

Risk / Implication

Loss of financial resources due to non-delivery by suppliers.

Recommendation

Management should insist on advance payment guarantees for all prepayments of significant
amounts or payments after delivery.

Management response

Agreed. USD10 000 has been recovered from the supplier so far.

. PROGRESS TOWARDS ADDRESSING PRIOR YEAR AUDIT FINDINGS AND

IMPLEMENTATION OF RECOMMENDATIONS

The Board did not make progress in addressing audit findings raised in my 2020 annual report.
The audit finding remained outstanding as indicated below;

( )
{ %6 )



2.1 Security over assets

The finding was not addressed as no recovery was made.
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TOBACCO RESEARCH BOARD (TRB) 2021 AND 2022

Background information

The Tobacco Research Board was established under the Tobacco Research Act [Chapter
18:21]. Its function is to direct, control and carry out tobacco research in Zimbabwe.

| have audited the financial statements of Tobacco Research Board for the years ended
December 31, 2021 and 2022. | issued a qualified opinion for both years.

Qualified Opinion 2021

In my opinion, except for the effects of the matters described in the Basis for Qualified Opinion
section of my report, the financial statements present fairly, in all material respects, the
financial position of Tobacco Research Board as at December 31, 2021 and its financial
performance and its cash flows for the year then ended in accordance with International
Financial Reporting Standards (IFRSS).

Basis for Qualified Opinion

Impact of prior year non-compliance with International Financial Reporting Standards
IAS 21 - “Effects of changes in foreign exchange rates”

The basis for qualification is due to misstatements contained in the opening balance for
retained earnings. The opening balances for 2019 financial period were reported as USD end
of 2018 financial year and translated to ZWL on the rate of 1:1 at the beginning of 2019.
Additionally, transactions between January 1, 2019 and February 21, 2019 were recorded at
the rate of 1:1 in compliance with S133/19. Although the evidence in the market suggested that
there was no longer parity between the USD and “local currency” up to 21 February 2019, the
directors maintained an exchange rate of 1:1 in compliance with SI 33/19.

This constituted a departure from the requirements of IAS 21— “Effects of changes in foreign
exchange rates”. As a result, the misstatements on the prior years’ income statement is still
carried forward in the current retained earnings balance. The effects of misstatements due to
non-compliance with IAS 21 — “Effects of changes in foreign exchange rates” on prior year
financial statements and opening balances have not been quantified.

Qualified Opinion 2022

In my opinion, except for the matter discussed in the Basis for Qualified Opinion section of my
report, the financial statements present fairly, the statement of financial position of Tobacco
Research Board Limited as at December 31, 2022, and its financial performance and its cash
flows for the year then ended in accordance with International Financial Reporting Standards
(IFRSs).

Basis for Qualified Opinion

Impact of prior year non - compliance with International Accounting Standard (IAS) 21 —
“The Effects of Changes in Foreign Exchange Rates” and International Accounting
Standard (IAS) 8 — “Accounting Policies, Changes in Accounting Estimates and Errors”

The opening balances for the 2019 financial period were reported as USD end of 2018 financial
year and translated to ZWL on the rate of 1:1 at the beginning of 2019. In addition, transactions
between January 1, 2019 and February 22, 2019 were recorded at the rate of 1:1 in compliance
with Statutory Instrument (SlI) 33 of 2019.
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1.2

Although the evidence in the market suggested that there was no longer parity between the USD
and local currency up to February 21, 2019 the directors maintained an exchange rate of 1:1 in
compliance with SI 33 of 2019. This constituted a departure from the requirements of IAS 21 -
“The Effects of Changes in Foreign Exchange Rates”.

As the prior year financial statements have not been restated in accordance with IAS 8 -
“Accounting Policies, Changes in Accounting Estimates and Errors”, the misstatements on the
prior years’ income statement is contained in the current retained earnings balance. The effects
of the noncompliance were considered material for the year ended December 31, 2022 but not
pervasive.

| made a follow up audit and below is an update;

PROGRESS TOWARDS ADDRESSING PRIOR YEAR AUDIT FINDINGS AND
IMPLEMENTATION OF RECOMMENDATIONS

The Board made progress in addressing audit findings raised in my 2020 annual report. | raised
two (2) audit findings and they were both addressed as indicated below;

Customer Contracts

The finding was addressed. Finance section has since appointed an officer to check all contracts
generated to ensure interest payments are actioned accordingly.

Expired lease agreements

The finding was addressed. The Finance and Corporate Services Division is now ensuring lease
agreements are in place to make it easier to track collection of rentals.
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COMPETITION AND TARIFF COMMISSION 2021 AND 2022

Background information

The Competition and Tariff Commission (CTC) is a statutory body established in terms of the
Competition Act [Chapter 14:28]. The mandate of the Commission is implementing and enforcing
Zimbabwe’s competition policy and law; and executing the country’s trade tariffs policy.

I have audited the financial statements of the Competition and Tariff Commission for the years
ended December 31, 2021 and 2022 and | issued an unmodified / clean for both years.

Opinion 2021

In my opinion, the financial statements present fairly, in all material respects, the financial
position of Competition and Tariff Commission as at December 31, 2021, and its financial
performance and its cash flows for the year then ended in accordance with International Financial
Reporting Standards (IFRSSs).

Opinion 2022

In my opinion, the financial statements present fairly, in all material respects, the financial
position of Competition and Tariff Commission as at December 31, 2022, and its financial
performance and its cash flows for the year then ended in accordance with International Financial
Reporting Standards (IFRSSs).

Below are material issues noted during the audit;

GOVERNANCE ISSUES

Internal control assessment

Finding

The books and systems of the Commission were not subject to internal control assessment as
there was no internal audit function arrangements in place. This was contrary to the requirement
of the Public Entities and Corporate Governance Act [Chapter 10.31], Sections 223 to Section
228.

Risk/ Implication

Fraud and errors may go undetected.

Recommendation

Management should consider establishing internal audit arrangements.

Management response

The observation has been noted.

The Commission used to be audited by the Ministry of Industry and Commerce but this
stopped with the onset of Covid-19 in 2020 and also as a result of staff shortages due to

resignations and promotions therein. However, the Ministry of Industry and Commerce’s’
Internal Auditors have notified of their move to provide the function in 2023.
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In addition, in December 2022, the Commission’s Board approved that from 2023, the
Commission should establish an internal audit function. After weighing the cost options
of having either full-time internal auditor(s) or outsourcing the function, the Board
resolved that the Commission was better off outsourcing the function. The Commission
will put to tender this year for biannual audits.
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FORESTRY COMMISSION 2019 AND 2020

Background Information

The Forestry Commission is a public entity in the Ministry of Environment, Water and Climate. It
derives its mandate from the Forest Act [Chapter 19:05]and Communal land Forest Produce Act
[Chapter19:04]. The functions of the Commission are administration, control and management
of State forests, to provide for the setting aside of State forests and for the protection of private
forests, trees and forest produce; to establish a Mining Timber Permit Board and to control the
cutting and taking of timber for mining purposes; to provide for the conservation of timber
resources and the compulsory afforestation of private land; to regulate and control trade in forest
produce including the use of trade names and marks in connection with forest produce; to
regulate and control the burning of vegetation.

| have audited the financial statements of Forestry Commission for the years ended December
31, 2019 and 2020. | issued an adverse opinion for the year ended December 31, 2019 and a
qualified opinion for the year ended December 31, 2020.

Adverse Opinion 2019

In my opinion, because of the significance of the matter discussed in the Basis for Adverse
Opinion section of my report, the financial statements do not present fairly the financial position
of Forestry Commission as at December 31, 2019 and its financial performance and its cash
flows for the year then ended in accordance with International Financial Reporting Standards
(IFRSs).

Basis for Adverse Opinion

Non-compliance with International Accounting Standard (IAS 21) “The effects of changes
in foreign exchange rates”

The Commission translated its comparative financial statements and transactions for the period
up to February 22, 2019 using an exchange rate of 1:1 for United States Dollar to Real Time
Gross Settlement (RTGS) Dollar as prescribed to entities through Statutory Instrument 33 of
2019 (Sl 33/2019). In order to comply with SI33/2019, issued on February 22, 2019, the entity
changed its functional currency with effect from this date. Although the rate was legally pegged
at 1:1 multiple pricing practices and other transactions observed and reported publicly indicated
exchange rates other than 1:1 between RTGS and USD amounts. The exchange rates applied
met the legal requirements, but however did not meet the criteria for appropriate exchange rates
in terms of International Financial Reporting Standards (IFRS) as defined in International
Accounting Standard (IAS) 21- “The effects of changes in foreign exchange rates”.

The official interbank exchange rate came into existence, through Exchange Control Directive
RU 28 of 2019 issued by the RBZ in February 2019 and was initially pegged at a starting rate of
2.5. Transactions and balances from February 22, 2019 were now translated using the interbank
rates. This was after a period of foreign currency scarcity and constrained exchangeability of
bond notes, coins and electronic money to other foreign currencies. No assessment was carried
out to show the appropriateness of the interbank rate to the existing economic environment. The
interbank rate did not represent the price that could be received for foreign currency as many
were unable to access foreign currency through the interbank market and immediate delivery of
foreign currency could not be guaranteed. The financial statements of the Commission include
balances and transactions denominated in USD that were not converted to ZWL at an exchange
rate that reflects the economic substance of its values.
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Had the Commission complied with the requirements of IAS 21 - “The effects of changes in
foreign exchange rates”, many elements in the accompanying financial statements would have
been materially affected. As a result, the impact of the Commission’s inability to comply with IAS
21- “The effects of changes in foreign exchange rates” has been determined as significant. The
effects on the financial statements are considered material and pervasive to the financial
statements as a whole. In addition, had the Commission applied the requirements of IAS 21-
“The effects of changes in foreign exchange rates”, many of the accompanying inflation adjusted
financial statements would have been materially impacted and therefore the departure from the
requirements of IAS 21- “The effects of changes in foreign exchange rates” is considered to be
pervasive. The financial effects on the inflation adjusted financial statements of this departure
has not been determined.

Qualified Opinion 2020

In my opinion, because of the significance of the matter discussed in the Basis for Qualified
Opinion section of my report, the financial statements do not present fairly the financial position
of Forestry Commission as at December 31, 2020 and its financial performance and its cash
flows for the year then ended in accordance with International Financial Reporting Standards
(IFRSSs).

Basis for Qualified Opinion

Non-compliance with International Accounting Standard (IAS 21) - “The effects of
changes in foreign exchange rates”

The prior year financial statements did not comply with IAS 21- “The Effects of Changes in
Foreign exchange rates,” as the Commission had been unable to use an appropriate exchange
rate on change of functional currency. The Commission translated its comparative financial
statements using the interbank rate which came into existence on February 22, 2019 through
the Exchange Control Directive RU 28 of 2019 issued by the Reserve Bank of Zimbabwe.

The Commission used January 01, 2019 as the date of change in functional currency and
rebased its foreign currency denominated balances to ZWL at a rate of 1:2.5. Statutory
Instrument 33 of 2019 prescribed that all assets and liabilities that were denominated in USD
before February 22, 2019 be deemed to be RTGS dollars at a rate of 1:1 and all transactions
subsequent to February 22, 2019 at Interbank rate starting at 1:2.5. The Commission’s inability
to assess the appropriateness of using the interbank rate in achieving fair presentation was
primarily due to the need to comply with Statutory Instrument 33 and the fact that there were no
official exchange rates between October 2018 and February 2019 due to lack of an observable
foreign exchange market. In that regard, The Commission’s 2020 opening balances
misstatements have an impact on the current year financial statements. As a result, the impact
of the Commission’s inability to comply with IAS 21 - “The Effects of Changes in Foreign
exchange rates,” has been determined as significant. The effects on the financial statements, of
the non-compliance with IAS 21 - “The Effects of Changes in Foreign exchange rates”, are
considered material to the financial statements.

Below are other material issues noted during the audit;
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1.1.

1.2.

GOVERNANCE ISSUES

Submission of accounts

Finding

The Commission lost key staff members in the Accounting department during the 2019/ 2020
period, as a result, financial statements were not submitted for audit in time. The Commission
submitted its 2019 and 2020 financial statements on the 13th of August 2021 contrary to Section
49 sub section 1(c) of the Public Finance Management Act [Chapter 22:19] which requires the
accounting officer of a public entity to submit the financial statements for audit within two months
after the end of the financial year.

Risk / implication

Users of financial statements may not be able to make appropriate financial decisions.
Recommendation

Key vacant posts should be filled and strategies to retain staff should be put in place.
Management response

The Covid19 related lockdowns were the major causes for missing the deadline. Covid 19
and the lockdowns started in early 2020 and went on unabated to 2021 and only loosened
down at the start of this year 2022.0ur plans and strategies to produce and meet the
deadlines for the year were derailed and upset by these restrictions. We were deprived of
over 70% of our productive working time by these lockdowns.

Indeed, the other issues related to resignation of key accounts personnel. A very key
position, the Accountant for Research & Development resigned in the middle of clearing
the backlog and this worsened the backlog situation. The other key positions were a very
experienced Senior Accounting Officer, an accounting assistant and salaries office.
Board attendance

Finding

My inspection of the board and committee meetings attendance register, revealed that most of
the board members were not attending meetings.

Risk /implication

Oversight role maybe compromised.

Recommendation

Board members should be encouraged to attend all meetings.
Management response

Noted, this has highly improved. The Board member’s attendance is now very high.
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2.

2.1.

2.2.

PROGRESS TOWARDS ADDRESSSING AND IMPLEMENTATION OF PRIOR YEAR AUDIT
FINDINGS AND RECOMMENDATIONS

The Commission made progress in addressing audit findings raised in my 2019 annual report. |
raised two (2) audit findings, one (1) was addressed and one (1) was partially addressed as
indicated below;

Medical aid Scheme

The finding was partially addressed as this is still work in progress. The Commission experienced
funding constraints.

Pension

The finding was addressed. The pension arrears were cleared.

56

——
| —



11

INSURANCE AND PENSIONS COMMISSION (IPEC) 2022

Background Information

The Insurance and Pensions Commission (IPEC) is a statutory body established in terms of the
Insurance and Pensions Commission Act [Chapter 24:21], to regulate the insurance and
pensions industry with the objective of protecting the interest of policy holders and pension
scheme members.

I have audited the financial statements of Insurance and Pensions Commission for the year
ended December 31, 2022 and | issued an unmodified / clean opinion.

Opinion

In my opinion, the financial statements present fairly, in all material respects, the financial
position of Insurance and Pensions Commission, as at December 31, 2022 and its financial
performance and cash flows for the year then ended in accordance with International Financial
Reporting Standards (IFRSs).

Below are material issues noted during the audit;

. GOVERNANCE ISSUES

Internal audit

Finding

The internal audit plan and work carried out in the year 2022 did not adequately cover the
Commission’s operations. The Internal Audit department mainly performed follow-up audits
without performing new routine audits, contrary to the provisions of the Public Finance
Management Act [Chapter 22:19] sections 44 and 80. This resulted from inadequate staffing in
the department as there was no Head of internal audit for eight (8) months and the department
had only one (1) Audit assistant and one (1) intern.

Risk / Implication

Oversight over the Commission’s internal control environment may be compromised.

Recommendation

The internal audit department must be adequately resourced to provide oversight over the
internal controls of the Commission.

Management response

The observation and recommendation are noted for implementation. Recruitment of staff
to be expedited in line with recruitment policy provisions.
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1.2

NATIONAL COMPETITIVENESS COMMISSION (NCC) 2021

Background Information

The National Competitiveness Commission is constituted in terms of the National
Competitiveness Commission Act [Chapter 14:36]. Its core function is to enable a competitive
environment for Zimbabwean businesses through the development, coordination, and
implementation of key policy improvements.

I have audited the financial statements for National Competiveness Commission for the year
ended December 31, 2021 and | issued an unmodified/clean opinion.

Opinion

In my opinion, the financial statements present fairly, in all material respects, the financial
position of National Competitiveness Commission as at December 31, 2021, and its financial
performance and its cash flows for the year then ended in accordance with International Financial
Reporting Standards (IFRSs).

Below is an update on prior year audit findings;

PROGRESS TOWARDS ADDRESSING PRIOR YEAR AUDIT FINDINGS AND
IMPLEMENTATION OF RECOMMENDATIONS

The Commission made progress in addressing audit findings raised in my 2021 annual report. |
raised two (2) audit findings and one (1) was addressed while the other was partially addressed
as indicated below;

Policy documents

The finding was partially addressed. The Commission started developing sixteen (16) out of the
eighteen (18) policies in 2021 when the Executive Director was engaged. To date the Conflict of
interest policy and the Human Resources policy were approved by the Board.

Alignment of accounting processes to new developments

The finding was addressed. The manual now includes how the lease is calculated and accounted
for.
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SECURITIES AND EXCHANGE COMMISSION OF ZIMBABWE 2022

Background information

The Securities and Exchange Commission of Zimbabwe was established in terms of the
Securities Act [Chapter 24:25]. The Commission is a regulatory body for the securities and capital
markets in Zimbabwe.

| have audited the financial statements of Securities and Exchange Commission of Zimbabwe
for the year ended December 31, 2022 and | issued an unmodified / clean opinion with a material
uncertainty related to the going concern paragraph.

Opinion

In my opinion, the financial statements present fairly, in all material respects, the financial
position of Securities and Exchange Commission of Zimbabwe as at December 31, 2022 and its
financial performance and its cash flows for the year then ended in accordance with International
Financial Reporting Standards (IFRSs).

Material uncertainty related to going concern

| draw attention to the fact that the Commission recorded a deficit of ZWL36.5million for the year
ended December 31, 2022. As at December 31, 2022, the Commission’s current liabilities
exceeded its current assets by ZWL35.1million. These conditions indicate that a material
uncertainty exists that may cast significant doubt about the Commission’s ability to continue as
a going concern. My opinion is not modified in respect of this matter.

Below are other material issues noted during the audit;

GOVERNANCE ISSUES

Staff costs to revenue ratio

Finding

The Commission’s staff costs (ZWL538.2 million) constitute 99% of the revenue of ZWL538.7
million. As a result, this might have contributed to a deficit of ZWL36.5million recognised for the
year ended December 31, 2022. As at December 31, 2022, the Commission’s current liabilities
exceeded its current assets by ZWL35.1million. These conditions indicate that a material
uncertainty exists that may cast significant doubt about the Commission’s ability to continue as
a going concern.

Risk / Implication

The Commission’s going concern may be compromised as the revenue generated may not be
able to meet staff costs and other costs

Recommendation

Management should look for other sources of income that sustain the operations of the
Commission.

Management response

The Commission is a statutory body under the Ministry of Finance and Economic
Development and can get budgetary support as and when necessary.
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2.1

2.2.

PROGRESS TOWARDS ADDRESSING PRIOR YEAR AUDIT FINDINGS AND
IMPLEMENTATION OF RECOMMENDATIONS

The Commission made progress in addressing audit findings and recommendations raised in my
2021 annual report. | raised two (2) audit findings, and one (1) was addressed and the other was
partially addressed as indicated below;

Alignment of Board structures

The finding was partially addressed. The Ministry is seized with appointing an additional qualified
accountant to the Board, who will Chair the Committee. The candidates were at the vetting stage.
As it is currently constituted, there is no other Commissioner with accounting skills, other than
the Vice Chairperson.

Sourcing of quotations

The finding was addressed. | was subsequently availed with the quotations in the current year
audit.
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1.1

1.2.

1.3.

SPORTS AND RECREATION COMISSION (SRC) 2021

Background Information

The Commission coordinates, controls and develops the activities of sport and recreation, to
ensure proper administration of organisations undertaking the promotion of sports and recreation
and to authorise national and international sporting and recreation activities.

| have audited the financial statements of the Sports and Recreation Commission for the year
ended December 31, 2021 and | issued a qualified opinion.

Qualified Opinion

In my opinion, except for the effects of the matters described in the Basis for Qualified Opinion
section of my report, the financial statements present fairly, in all material respects, the financial
position of Sports and Recreation Commission as at December 31, 2021, and its financial
performance and its cash flows for the year then ended in accordance with International Financial
Reporting Standards (IFRSs).

Basis of Qualified Opinion

Non-compliance with International Accounting Standard (IAS) 21 — “The Effects of
Changes in Foreign Exchange Rates”

The opening balances for the 2019 financial period were in USD and were translated to ZWL at
the rate of 1:1 at the beginning of 2019. Additionally, transactions between January 1, 2019 and
February 21, 2019 were recorded at the rate of 1:1 in compliance with Statutory Instrument 33
of 2019. Although the evidence in the market suggested that there was no longer parity between
the USD and “local currency” up to February 21, 2019, the Commission maintained an exchange
rate of 1.1 in compliance with the Statutory Instrument. Sl 33/19. This constituted a departure
from the requirements of IAS 21- “The Effects of Changes in Foreign Exchange Rates. As a
result, the misstatements on the prior years’ income statement are still carried forward in the
current retained earnings balance.

Below is an update on prior year audit findings;

PROGRESS MADE TOWARDS ADDRESSING PRIOR YEAR AUDIT FINDINGS AND
IMPLEMENTATION OF RECOMMENDATIONS.

The Commission made progress in addressing audit findings raised in 2021 annual report. The
Commission had four (4) unresolved audit findings and all the four findings were addressed as
indicated below;

Committee Terms of Reference

The finding was addressed. Terms of reference is now in place.

Fuel Allocation to Senior Staff

The finding was addressed. Fuel allocations are now being implemented in line with employee
contracts.

Interim Cricket Board

The finding was resolved. This was an adhoc committee whose term expired in 2020.
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1.4. Composition of the Procurement Management Unit

The finding was addressed. The Procurement Management Unit is now adequately staffed.
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ZIMBABWE ANTI-CORRUPTION COMMISSION (ZACC) 2019 AND 2020

Background Information

The Zimbabwe Anti-Corruption Commission was established in terms of the Anti-Corruption
Commission Act [Chapter 9:22]. The mandate of the Commission is to combat corruption,
economic crimes, abuse of power and improprieties in Zimbabwe through public education,
prevention and prosecution after thorough investigation.

I have audited the financial statements of Zimbabwe Anti-Corruption Commission for the years
ended December 31, 2019 and 2020. | issued an adverse opinion for the year ended December
31, 2019 and a qualified opinion for the year ended December 31, 2020.

Adverse Opinion 2019

In my opinion, because of the significance of the matters discussed in the Basis for Adverse
Opinion section of my report, the financial statements do not present fairly, the financial position
of Zimbabwe Anti-Corruption Commission as at December 31, 2019, and its financial
performance and its cash flows for the year then ended in accordance with International Financial
Reporting Standards (IFRSSs).

Basis for Adverse of Opinion

. Non-compliance with International Accounting Standard (IAS) 21 - “The effects of

changes in foreign exchange rates”

The Commission translated its comparative financial statements and transactions for the period
up to February 22, 2019 using an exchange rate of 1:1 for United States Dollar to Real Time
Gross Settlement (RTGS) Dollar as prescribed to entities through Statutory Instrument 33 of
2019 (SI 33/2019). In order to comply with SI133/2019, issued on February 22, 2019, the entity
changed its functional currency with effect from this date. Although the rate was legally pegged
at 1:1 multiple pricing practices and other transactions observed and reported publicly indicated
exchange rates other than 1:1 between RTGS and US$ amounts. The exchange rates applied
met the legal requirements, but did not meet the criteria for appropriate exchange rates in terms
of International Accounting Standard (IAS) 21.

The official interbank exchange rate came into existence, through Exchange Control Directive
RU 28 of 2019 issued by the RBZ in February 2019 and was initially pegged at a rate of 2.5.
Transactions and balances from February 22, 2019 were translated using the interbank rates.
This was after a period of foreign currency scarcity and constrained exchangeability of bond
notes, coins and electronic money to other foreign currencies. No assessment was carried out
to show the appropriateness of the interbank rate to the existing economic environment. The
interbank rate did not represent the price that could be received for foreign currency as many
were unable to access foreign currency through the interbank market and immediate delivery of
foreign currency could not be guaranteed. The financial statements of the Commission include
balances and transactions denominated in USD that were not converted to ZWL at an exchange
rate that reflects the economic substance of its values. Had the Commission complied with the
requirements of IAS 21, many elements in the financial statements would have been materially
affected.

. Expenditure and payables

| was not availed with supporting documents to validate expenditure amounting to ZWL353 472
(equivalent to USD21 078 at the interbank rate). There were no invoices and or supplier
statements to support the expenditure. In addition, the Commission did not avail creditors
reconciliations for the 2019 financial period. | was therefore unable to obtain reasonable
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assurance as to the accuracy and completeness of the payables and expenditure disclosed in
the Commission’s financial statements.

Qualified Opinion 2020

In my opinion, except for the effects of matters described in the basis of Qualified Opinion section
of my report, the financial statements present fairly, in all material respects, the financial position
of Zimbabwe Anti-Corruption Commission as at December 31, 2022 and its financial
performance and its cash flows for the year then ended in accordance with International Financial
Reporting Standards (IFRSs).

Basis for Qualified Opinion

Noncompliance with International Accounting Standard (IAS)21- “The Effects of Changes
in Foreign Exchange Rates”

Opening balances

The prior year financial statements did not comply with the requirements of IAS 21-“The Effects
of Changes in Foreign Exchange Rates”, as the Commission had been unable to use an
appropriate exchange rate on change of functional currency. The Commission translated its
comparative financial statements using the interbank rate which came into existence on February
22, 2019 through Exchange Control Directive RU 28 of 2019 issued by the Reserve Bank of
Zimbabwe.

The Commission used January 1, 2019 as the date of change in functional currency and
translated its foreign denominated balances to Zimbabwe dollar at a rate of 1:1 per Statutory
Instrument (SI) 33 of 2019 which prescribed that all assets and liabilities that were denominated
in United States dollar before February 22, 2019 be deemed to be RTGS dollars at a rate of 1:1
and all transactions subsequent to February 22, 2019 at interbank rate. The Commission’s
inability to assess the appropriateness of using the interbank rate in achieving fair presentation
was primarily due to the need to comply with SI 33 of 2019 and the fact that there were no official
exchange rates between October 2018 and February 2019 due to lack of an observable foreign
exchange market. In that regard the Commission’s opening balances misstatements had an
impact on the current year financial statements.

Below are other material issues noted during the audit;

. GOVERNANCE ISSUES

Expenditure

Finding

| was not availed with supporting documents to validate expenditure amounting to ZWL353 472
(equivalent to USD21 078). There were no invoices and or supplier statements to support the
expenditure. In addition, the Commission did not avail creditors reconciliations for the 2019
financial period.

Risk / Implication

Financial loss as due to irregular payments.

Recommendation

The Commission should ensure that all payments made are supported by adequate
documentation.
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1.2

2.1

Management response

The finding is noted. The Commission will improve towards completeness when payment
vouchers are passed for payment.

Fuel expenditure

Finding

The Commission was not maintaining its fuel register properly. There were instances where the
fuel register had incomplete details on running balances and recipient signatures. In addition,
fuel receipts with a total of 43 420 litres were not recorded in the fuel register. This was contrary
to the provisions of the Public Finance Management Act [Chapter 22:19] Section 49. There was
also no evidence that the fuels registers were being regularly reviewed by a senior officer during
the year.

Risk / Implication

Financial loss as fuel may be misappropriated.

Recommendation

The Commission should ensure that accurate recordings of fuel receipt, issuance and running
balances are maintained in the register.

Management response

Administration will make sure that fuel issuance is properly recorded in compliance with
Section (104) 1 of the Public Finance Management Act [Chapter 22:19]. The observation
is noted. The record of fuel issued and received is now being maintained and
reconciliations are being carried out as from 2021 financial year.

. PROCUREMENT OF GOODS AND SERVICES

Motor Vehicles

Finding

The Commission paid ZWL5,7 million (USD345 918) for the acquisition of ten (10) motor
vehicles. However, only five (5) vehicles had been delivered as at December 31, 2020. There
was no evidence to support that the remaining five (5) vehicles were subsequently delivered by
the time of my audit.

Risk / Implication

Financial loss as the vehicles may not be delivered.

Recommendation

The Commission should engage the supplier for the vehicles to be delivered.

Management response

The recommendation has been noted. The supplier is yet to supply the five (5) Vehicles
outstanding.
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3. PROGRESS TOWARDS IMPLEMENTATION OF PRIOR YEAR AUDIT FINDINGS AND
IMPLEMENTATION OF RECOMMENDATIONS

The Commission made progress in addressing the audit finding raised in my 2021 annual report.
| raised one (1) audit finding which was partially addressed as indicated below;

3.1 Houses

The finding has been partially addressed. The Commission now has ownership of the two (2) out
three (3) houses.
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ZIMBABWE ELECTORAL COMMISSION (ZEC) 2021

Background information

Zimbabwe Electoral Commission was established in terms of section 238(1) of the Constitution
of Zimbabwe Amendment (No0.20) of 2013. The objects of the Commission are to prepare,
conduct and supervise elections to the Office of the President and to Parliament; and elections
to the governing bodies of Local Authorities and referendums.

I have audited the financial statements of the Zimbabwe Electoral Commission for the year ended
December 31, 2021 and | issued a qualified opinion.

Qualified opinion

In my opinion, except for the possible effects of the matter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material respects, the
financial position of Zimbabwe Electoral Commission as at December 31, 2021 and its financial
performance and its cash flows for the year then ended in accordance with International Financial
Reporting Standards (IFRSSs).

Basis of qualified opinion

Non-compliance with International Accounting Standard (IAS) 36 - “Impairment of assets”
and International Accounting Standard (IAS) 16 - “Property, Plant and Equipment”

There was no evidence that the Commission reviewed the useful lives of its assets in line with
IAS 16 - “Property, plant and equipment” and carried out an impairment assessment for its assets
in line with IAS 36 - “Impairment of assets” regardless of indicators of impairment noted on some
of the assets. As a result, | could not satisfy myself on the valuation of property, plant and
equipment amounting to ZWL552 509 766 as disclosed in the statement of financial position as
at December 31, 2021.
Below are other material issues noted during the audit;
1. GOVERNANCE ISSUES

1.1 Creditors reconciliations
Finding
There was no evidence to support that Masvingo Provincial Office was preparing monthly
creditors reconciliations. As a result, there were variances between the invoiced amount and the
amounts that were paid for utility bills. For instance, total utility bills amounting to ZWL 278 000,
a payment of ZWL 388 000 was made giving an excess of ZWL 110 000.
Risk / Implication
Errors may go undetected.
Financial loss due to payments that may not be recovered.

Recommendation

The Commission’s Provincial Offices should perform monthly creditors reconciliations.
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Management response

Oversight, however the reconciliations are to be done on a monthly basis.

1.2 Service level agreements

2.1

Finding

The Commission had not yet renewed the service level agreement for the management of
the Bulawayo property. The agreement expired on November 01, 2014.

Risk / Implication

There may be no legal recourse in the event of disputes.

Recommendation

The Commission should ensure that the service level agreement is put in place.
Management response

Management is in the process to come up with a new arrangement by March 31,
2023. Currently there is no valid contract.

MANAGEMENT OF ASSETS

Property, plant and equipment items

Finding

The following assets could not be substantiated to confirm existence as they were not available

at the Midlands Provincial Office or at the District Offices. No satisfactory explanation was given
by management. The table below refers;

Iltems Quantity | Location

CPU HP Compaq dx23000 1 Gweru district

Keyboard HP 2 Gweru & Kwekwe districts
Laptop HP Probook 4540s 1 Province Accountant

Modem Sahara 56k USB 3 Mberengwa & Kwekwe districts
Gas cylinders 3kg 18 Districts

Generators 2 Kwekwe district

Risk / Implication

Service delivery may be compromised due to loss of assets.

Recommendation

The Province should keep all its assets at its offices.

Management response

The audit observation is noted and acknowledged. All the above missing or stolen items

have boards of inquiry which were conducted by the Provincial Office and submitted to
Head Office for further action.
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3. PROGRESS TOWARDS ADDRESSING PRIOR YEAR AUDIT FINDINGS AND
IMPLEMENTATION OF RECOMMENDATIONS

The Commission had not made progress in addressing audit findings raised in my 2021 annual
report. | raised a finding which has not been addressed as indicated below;

3.1 Property, plant and equipment

The finding has not been addressed. The Commission has not yet provided the supporting
documentation for the ownership of the three (3) properties in Mashonaland West Province.
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ZIMBABWE MEDIA COMMISSION (ZMC) 2021

Background Information

Zimbabwe Media Commission was established in terms of the Zimbabwe Media Commission
Act [Chapter 10: 34]. The Commission’s function is the development and promotion of media
ethics, the registration and regulation of mass media services, the accreditation of journalists,
the improvement of media training and assessment, the improvement of citizen’s access to
information, the adjudication of media complaints and disputes.

I have audited the financial statements of the Zimbabwe Media Commission, for the year ended
December 31, 2021 and | issued an unmodified / clean opinion.

Opinion

In my opinion, the financial statements present fairly, in all material respects the financial position
of Zimbabwe Media Commission as at December 31, 2021, and its financial performance and
its cash flows for the year then ended in accordance with International Financial Reporting
Standards (IFRSSs).

Below are material issues noted during the audit;
1. GOVERNANCE ISSUES
1.1. Composition of the Audit Committee
Finding

The Commission’s audit committee had no members with an accounting and financial
background. This was contrary to the provisions of the Public Entities Corporate Governance
[Chapter 10:31] which requires Audit Committees to have at least one member to have a
financial and accounting background to enable effective discharge of the committee’s mandate.

Risk / Implication
Oversight on the Commission’s internal controls may be compromised.
Recommendation

The Commission should follow up with the appointing authority for the appointment of a member
with financial expertise.

Management response

The recommendation is noted. The Commission will consider outsourcing the function.
1.2. Whistle blower policy

Finding

The Commission did not have a whistle blower policy in place. This was contrary to the

requirements of the Public Entities Corporate Governance Act [Chapter 10:31], Section 255,

which provides that there should be a whistle-blowing system in place.

Risk / Implication

Fraud risk management strategies may be compromised.
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Recommendation
The management should consider formulating a whistle blower policy.
Management response

The Commission will formulate a whistle blower policy as per recommendation.
1.3. Acquittal of travel and subsistence allowances
Finding

The Commission’s staff were not acquitting travel and subsistence allowances as required by
the Zimbabwe Media Commission Human Resource policy. As a result, a total amount of
ZWL248 890 was not acquitted. The Commission’s Human Resources policy requires
members of staff to submit documentary proof of how they would have used the travel and
subsistence allowances advanced to them.

Risk / Implication

Financial loss due to misappropriation of the Commission’s resources.

Recommendation

Management should ensure that all staff members acquit all travel and subsistence advances.
Management response

The Commission used the method of register signing as a control measure. However,
recommendation noted and would be complied with.

2. PROGRESS TOWARDS ADDRESSING PRIOR YEAR AUDIT FINDINGS AND
IMPLEMENTATION OF RECOMMENDATIONS

The Commission made progress in addressing the audit finding raised in my 2020 annual report.
The audit finding was addressed as indicated below;

2.1. Alignment of asset management processes to standards

The asset management processes have been aligned to IAS 16, as they have carried out a
revaluation exercise.
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PUBLIC ENTITIES UNDER THE CATEGORY OF
COMPANIES AND CORPORATIONS
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AFC LEASING COMPANY OF ZIMBABWE (PRIVATE) LIMITED 2021 AND 2022

Background information

AFC Leasing Company of Zimbabwe (Private) Limited was incorporated in terms of the
Companies and Other Business Entities Act [Chapter 24:31]. The Company’s main business is
to provide agricultural equipment hiring services.

| have audited the financial statements of AFC Leasing Company of Zimbabwe (Private) Limited
for the years ended December 31, 2021 and 2022 and | issued a disclaimer of opinion for 2021
and qualified opinion for 2022.

Disclaimer of Opinion 2021

| do not express an opinion on the financial statements of AFC Leasing Company of Zimbabwe
(Private) Limited. Because of the significance of the matters described in the Basis for Disclaimer
of Opinion section of my report, | have not been able to obtain sufficient appropriate audit
evidence to provide a basis for an audit opinion on the financial statements.

Basis for Disclaimer Opinion

The Company was registered in December 2020 and became fully operational on January 1,
2021. At this date the Company was still undergoing a process of setting up the business which
included recruitment of key personnel and finalisation of the general standard operating
procedures. During the year under review the Company was recording all its transactions
manually as there was no accounting system as at year end.

As a result of the above, completeness and accuracy of transactions recorded could not be
determined particularly for revenue transactions. | was therefore unable to satisfy myself by
alternative means concerning the completeness and accuracy of revenue recognized during the
year of ZWL243.5 million as well as the valuation of trade receivables included in the statement
of financial position at a total amount of ZWL65.4 million as at December 31, 2021.

| was unable to determine whether any adjustments might have been found necessary in respect
of recorded or unrecorded revenue and trade and other receivables, and elements making up
the statement of financial position (trade and other receivables and deferred tax), statement of
comprehensive income (income tax, expected credit losses and monetary losses), statement of
cash flows (cash flow for operating activities).

Qualified Opinion 2022

In my opinion, except for the effects of the matter described in the Basis for Qualified Opinion
section of my report, the financial statements present fairly, in all material respects the financial
position of AFC Leasing Company of Zimbabwe (Private) Limited as at December 31, 2022, and
its financial performance and cash flows for the year then ended, in accordance with International
Financial Reporting Standards (IFRSS).

Basis for Qualified Opinion

Opening balances

The financial statements for the period ended December 31, 2021 had a disclaimer of opinion
as | could not satisfy myself on the completeness and accuracy of transactions recorded and

consequently, | was not able to satisfy myself using alternative audit procedures concerning the
2022 financial year opening balances.
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1.2

Below are other material issues noted during the audit;

REVENUE COLLECTION AND DEBT RECOVERY

Internal controls over revenue

Finding

The internal controls over revenue were not water tight. Some invoices did not have full
description of the nature, quantities / hectarage of the services provided by the Company whilst
others were not numbered and dated in line with tax regulations. There was also no
documentation to confirm fulfilment of performance obligations in the form of job cards signed
off by both the Company representative and the customer. In addition, there was no approved
price listing or consistent pricing applied to revenue transactions. As a result, the occurrence,
accuracy and completeness of revenue transactions could not be validated.

Risk / Implication

Misstatement of financial statements.

Financial loss due to payment of fictitious invoices.

Recommendation

Management should put in place robust controls over revenue.

Management response

Noted. These issues have now been corrected, the Company is currently using serialised
quotation books and invoice books where details such as the nature of service, hectarage
done, date, unit price are indicated to enhance completeness of revenue. The
recommendation to make customers sign off the job on completion of service will be
implemented with immediate effect.

Bank reconciliations

Finding

There was no evidence to support that bank reconciliations were being prepared and reviewed
for the Bank’s two accounts from January 2022 to 31 August 2022. Upon enquiry, management
indicated that this was due to the manual system of accounting which was being used from
January to August.

Risk / Implication

Fraud and errors may go undetected.

Recommendation

Management should ensure that bank reconciliations are prepared and reviewed on time.

Management response

The observation has been noted. Bank reconciliations are now done on a monthly basis
in ZOHO Books.
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AIR ZIMBABWE (PRIVATE) LIMITED 2019

Background information

Air Zimbabwe (Private) Limited was incorporated in terms of the Air Zimbabwe Corporation Act
[Chapter 13:02] and the Companies and Other Business Entities Act [Chapter 24:31]. The main
business of the Company is to provide clients with passenger and cargo air transport, aircraft
maintenance and technical commercial training courses.

I have audited the financial statements of Air Zimbabwe (Private) Limited for the year ended
December 31, 2019 and issued a Disclaimer of Opinion.

Disclaimer of Opinion

| do not express an opinion on the financial statements of Air Zimbabwe (Private) Limited.
Because of the significance of the matters described in the basis of Disclaimer of Opinion section
of my report, | have not been able to obtain sufficient appropriate audit evidence to provide a
basis for the audit opinion on these financial statements.

Basis for Disclaimer of Opinion

. Opening balances not agreeing to the prior year financial statements

As at the beginning of the year ended December 31, 2019 Air Zimbabwe’s opening balances
were not agreeing to the prior year financial statement balances. However, management could
not provide a justification or correction for the variances in the opening balances amounting to
USD92 480 450. As such, | could not satisfy myself on the accuracy of the opening balances
and determine if any adjustments were necessary to the statement of financial position.
Therefore, for all balance sheet balances, valuation and accuracy of them could not be
determined.

. Existence, completeness and valuation of inventory

During the year ended December 31, 2019, inventory amounting to USD18 914 747 was
recognised in the financial statements. An inventory count was not performed as at December
31, 2019. As a result, | was unable to determine whether any adjustments might be necessary
in respect of the recorded or unrecorded inventories. | was thus unable to satisfy myself as to
the existence, completeness and valuation of the inventories.

Valuation of aircraft

During the year ended December 31, 2019, aircraft amounting to USD 30 940 000 at cost was
recognised in the financial statements. Impairment testing has not been carried out on
recognised aircraft despite there being indications of impairment. Consequently, | was unable to
satisfy myself that the aircraft has been recognised at values that do not exceed their recoverable
amounts.

iv. Unrecorded aircraft

The company has not recognised as its assets several aircrafts that it has either used in the past
or currently maintains. This is due to unavailability of information on whether Air Zimbabwe is the
rightful owner of the aircraft. Consequently, | was unable to obtain sufficient appropriate audit
evidence on the completeness of aircraft recognised and any associated obligations that the
company may have.
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V.

Vi.

Vii.

viii.

Accuracy of employee costs

During the year ended December 31, 2019, employee costs amounting to USD 4 760 713 were
recognised in the financial statements. | could not satisfy myself on the accuracy of the expense
recognised as the appropriate audit evidence was not availed to me. Information was said to
have been lost as a result of a system glitches therefore no alternative procedures could be
performed. | therefore could not determine if any adjustments were necessary to the financial
statements.

Valuation of the South African Airways Debt

| noted that since January 19, 2014 when the Z-WPM A320 aircraft was grounded in South Africa,
a debt pertaining to parking fees was not being accrued. Servicing of the debt was also not being
done on the reasons that invoices were not being received from South African Airways Technical.
Parking fees debt in relation to the Z-WPM A320 aircraft have been omitted from the financial
statements.

Limitation of scope on cost of sales

Included in the cost of sales for the year ended December 31, 2019 were expenses amounting
to USD1 845 166 which did not have supporting documents. There were no other alternative
procedures which | could perform to satisfy myself on the accuracy of the cost of sales. IFRS 9
became effective for annual periods beginning January 1, 2018. Air Zimbabwe has not yet come
up with an IFRS 9 policy in terms of the expected credit loss model. Further to that, | could not
ascertain myself on the accuracy of the provision raised for the bad debts due to absence of an
IFRS 9 model. | therefore could not determine if any adjustments were necessary to the
statement of profit or loss and other comprehensive income and statement of financial position
respectively.

Tax computations not done

During the year ended December 31, 2019, Air Zimbabwe did not do any tax computation for
both income tax and deferred tax. Quarterly returns were not being done to ZIMRA for income
tax therefore | could not ascertain whether a tax liability was supposed to be recognised or tax
losses. No computation was performed for the deferred tax as required by International
Accounting Standard 12 (IAS 12) — Income Taxes. | therefore could not determine if any
adjustments were necessary to the financial statements.

Report on the Going Concern
Material Uncertainty Related to Going Concern

| draw your attention to the fact that the Air Zimbabwe incurred a loss of USD15 388 869 (2018:
84 898 659). The accumulated losses of USD407 843 950 have been recognised to date and
that the company’s total liabilities exceed its assets by USD380 224 835. Additionally, there is a
contingent liability amounting to approximately USD39 000 000 arising from claims being done
by South Jet (China) in connection with a dispute over ownership of ZWPN Airbus A320. These
conditions create uncertainties which cast significant doubt on the company’s ability to continue
as a going concern. My opinion is not modified in respect of this matter.

Below are other material issues noted during the audit;
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11

1.2

GOVERNANCE ISSUES

Key vacant posts

Finding

The Company's senior positions were held on an acting capacity. There were also understaffing
issues which resulted from the retrenchment exercise that was carried out as part of the
reconstruction exercise. The list below shows senior posts that were being held on acting
capacity.

Chief Executive Officer

Company Secretary

Manager Maintenance

Manager Flight Operations

Manager Human Resources

Manager Finance

Manager Sales and Marketing

Manager Ground Operations and Airport Services

Manager Corporate Quality, Safety and Security

Manager Procurement

Manager Information Technology

Risk / Implication

Decision making by those in acting position may be limited to short term periods.

The Company's operations may be disrupted due to absence of critical skills.
Recommendation

The Company should continue pursuing the issue of filling key vacant posts.

Management response

The Board is seized with the matter and we are waiting for guidance on filling of the vacant
management posts that have acting holders.

Supporting documentation

Finding

| was not availed with the following documents and information;

e Customer and supplier statements to aid in performing alternative procedures for trade
receivables and payables for which confirmations have not been received.

e Supporting documents for cost of sales.
e Supporting documents for expenses.

Risk / Implication

Misstatement of financial statements due to limitation of scope.

Recommendation

Management is encouraged to put in place measures that ensure safety and easy retrieval of

documents.
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Management response

Noted.

1.3 Internal audit function

2.1

2.2

2.3

2.4

Finding

The Company’s internal controls were not subject to frequent review as the Company did not
have internal audit function. This was contrary to the requirements of the Public Entities
Corporate Governance Act [Chapter 10:31].

Risk / Implication

Weak internal control environment creates opportunities for material irregularities and fraud.

Recommendation

The Company should consider setting up an internal audit function in compliance with
corporate governance framework.

Management response

An internal auditor was appointed with effect from April 2022,

. PROGRESS TOWARDS ADDRESSING PRIOR YEAR AUDIT FINDINGS AND

IMPLEMENTATION OF RECOMMENDATIONS

The Company did not make significant progress in addressing audit findings raised in my 2020
annual report. | raised four (4) audit findings and one (1) finding was addressed while one (1)
finding was partially addressed and two (2) findings were not addressed as indicated below;
Fuel allowances

The finding was addressed. Due to cash flow constraints, fuel coupons were always in arrears
and not awarded real time. However, effective January 2022, the fuel allowance is now taxed
through the payroll in the month it is disbursed.

Creditors reconciliations

The finding was not addressed. The creditors reconciliations were not prepared during the year
ended December 31, 2019.

Suspense balance

The finding was not addressed. The opening trial balance balances for the financial year ended
December 31, 2019 does not agree with the balances in the financial statements for the prior
year, which ended December 31, 2018.

Bank reconciliations

The finding was partially addressed. Bank reconciliations for 2019 were prepared and they were
however reviewed in 2021.
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ALLIED TIMBERS ZIMBABWE (PRIVATE) LIMITED 2021

Background Information

Allied Timbers Zimbabwe (Private) Limited is involved in plantation development and
harvesting, processing, marketing and selling of pine and gum timber. The Group has
plantations in the Eastern Highlands area of Zimbabwe and in Mvuma in Midlands Province.

| have audited the consolidated financial statements of the Allied Timbers Zimbabwe for the
year ended December 31, 2021 and | issued a qualified opinion.

Qualified Opinion

In my opinion, except for the effects of the matters discussed in the Basis for Qualified Opinion
section of my report, the consolidated financial statements present fairly, in all material
respects, the financial position of Allied Timbers Zimbabwe (Private) Limited and its
Subsidiaries as at December 31, 2021, and its financial performance and cash flows for the
year then ended in accordance with International Financial Reporting Standards (IFRSS).

Basis of Qualified opinion

Non-compliance with International Accounting Standard (IAS 21) - “The Effects of
Changes in Foreign Exchange Rates”

Prior to February 22, 2019, the Zimbabwean economy was characterized by a multi-tiered
pricing model. Under the model, a single product had different prices depending on the mode
of payment, whether United States dollars, cash, electronic money (RTGS), mobile money or
bond notes. The multi-tiered pricing model was evidence of a change in functional currency as
the United States dollar was no longer the currency in which the Group primarily generated and
expended its cash. However, contrary to the requirements of IAS 21- “The Effects of Changes
in Foreign Exchange Rates”, the Group maintained the United States Dollar as its functional
and presentation currency up to February 22, 2019 when the Government of Zimbabwe issued
Statutory Instrument 33 of 2019 (S.I. 33) “Presidential Powers (Temporary Measures)
Amendment of Reserve Bank of Zimbabwe Act and Issue of Real Time Gross Settlement
Electronic Dollars (RTGS Dollar) Regulations, 2019”. The comparative figures were translated
to Zimbabwe dollars on February 22, 2019 using Sl 33 of 2019 guidelines which are contrary
to the requirements of IAS 21 - “The Effects of Changes in Foreign Exchange Rates”. The non-
compliance with IAS 21 - “The Effects of Changes in Foreign Exchange Rates” affects the fair
statement of retained earnings amounting to ZWL9.8 billion (2020: ZWL10.6billion) and
property, plant and equipment of ZWL 2.9 billion (2020: 0.9 billion).

Below are other material issues noted during the audit.

GOVERNANCE ISSUES
Reforestation drive by the Company
Finding

The Company had sixty-four thousand one hundred and eighty-three (64 183) plantable
hectares and of these, thirty thousand four hundred and ninety-eight (30 498) was planted as
at December 31, 2021. As a result, 52% (33 685 hectares) of the total plantable hectarage was
lying idle. In the 2021 plantations budget, management budgeted to plant six thousand four
hundred and thirty-five (6 435) hectares, however, only two thousand seven hundred and
seventy-one (2 771) hectares were planted hence a deficit of three thousand six hundred and
sixty-four 3 664 hectares (57% of the budget).
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1.2

Risk / Implication

Long term sustainability of the company may be compromised.
Recommendation

Plans on reforestation must be adhered to.

Management response

We are currently making efforts to plant more land and we are also investing in
mechanizing the planting processes so that we reduce the total unplanted area.

Contract milling obligations
Finding

Contract millers were not honoring their contract obligations on reforestation as stipulated in
the milling contracts. The table below shows contractors who failed to honor their obligations.

Estate Total Expected Actual Planted Variance
Harvested Plantation Area | Area (Hectares)
Area (Hectares) (Hectares)
(Hectares)
Nyangui 157 a7 38 9
Erin 129 38 13 25
Nyambeya 55 16 3 13
Mudima 67 20 16 4
Tandaai 145 43 19 24
Martin 99 29 7 22
Tarka 104 31 7 24

Risk / Implication

Depletion of timber resources without adequate regeneration.

Long term sustainability of the company may be compromised.

Recommendation

Management should enforce contracts clauses governing reforestation by contract millers.
Management response

Contractors failed to meet their targets by December 2021 due to insufficient rainfall
received. The balance was carried over into 2022 as they continued with the planting.
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1.3

Contract management
Finding

The Company had nearly one thousand two hundred (1 200) hectares of land being let to
farmers for production of potatoes and grazing of animals at its estates. However, as at
December 31, 2021 the following farmers were operating with leases that had expired for a
period of more than a year:

Farm Purpose Hectares Date of expiration of
contract

Farm 1 Potatoes growing 300 August 31, 2020

Farm 2 Potatoes growing 300 August 31, 2020

Farm 3 Potatoes growing 300 August 31, 2020

Farm 4 Grazing Land 180 December 31,2020

1.4

Risk / Implication

Financial loss in case of a dispute.

Recommendation

All land being let out must have enforceable contracts in place.

Expired contracts must be renewed in time and where there are plans to modify the lease
conditions, these should be documented and put in file.

Management response

The initial thrust was to cancel the leases. This delayed the contract renewal process.
All expired leases are now being renewed and new contracts are now being put in place.

Occupation of the company’s estates
Finding

The Company was facing an increase in individuals who were occupying estates land without
permission. The following are details of the occupied estates land:

Estate Gazzetted Area (ha) Occupied Area % Area Affected
(ha)
Estate 1 5484 542 10%
Estate 3 5450 650 12%
Estate 4 7 664 1,350 18%
Estate 5 9728 1,700 17%
Estate 6 4 400 910 21%
Estate 7 18 290 6,500 36%

Risk / Implication

Financial loss due to reduction in timber yield.

81

——
| —



2.1

2.2

Recommendation
The relevant authorities should be engaged to remove illegal occupants.
Management response

Management is engaging relevant stakeholders to ensure the issue of these occupants
is addressed.

PROGRESS TOWARDS ADDRESSING PRIOR YEAR AUDIT FINDINGS AND
IMPLEMENTATION OF RECOMMENDATIONS

The Group made progress in addressing audit findings raised in my 2021 annual report. |
raised two (2) audit findings and all were addressed as indicated below;

Engagement of suppliers

The finding was addressed. Management is now engaging suppliers on the PRAZ approved
supplier list.

Purchase orders

The finding was addressed. Purchase orders are now raised before purchases take place.
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CMED (PRIVATE) LIMITED 2020

Background information

CMED (Private) Limited is a company incorporated in terms of the Companies and Other
Business Entities Act [Chapter 24.31]. Its mandate is to provide transport and operate transport
services; plant and equipment for the construction of roads, dams, bridges and other
infrastructure.

I have audited the financial statements of CMED (Private) Limited for the year ended December
31, 2020 and | issued a qualified opinion.

Qualified Opinion on the Consolidated Financial Statements

In my opinion, except for the effects of the matters described in the Basis for Qualified opinion
section of my report, the financial statements present fairly, in all material respects, the financial
position of CMED Group as at December 31, 2020, and its financial performance and its cash
flows for the year then ended in accordance with International Financial Reporting Standards
(IFRSSs).

Qualified Opinion on the Company’s Financial Statements

In my opinion, except for the effects of the matters described in the Basis for Qualified opinion
section of my report, the financial statements present fairly, in all material respects, the financial
position of CMED (Private) Limited as at December 31, 2020, and its financial performance and
its cash flows for the year then ended in accordance with International Financial Reporting
Standards (IFRSs).

Basis for Qualified Opinion

. Non- compliance with International Accounting Standard (IAS 21), “The Effects of

Changes in Foreign Currency Rates”.

The prior year financial statements did not comply with the requirements of IAS 21 “The Effects
of Changes in Foreign Currency Exchange Rates”, as the Group and the Company were unable
to use an appropriate exchange rate on change of functional currency to translate the opening
USD denominated balances. The Group and the Company translated its comparative financial
statements using the interbank rate which came into existence on February 22, 2019 through
Exchange Control Directive RU 28 of 2019 issued by the Reserve Bank of Zimbabwe.

The Group and the Company used January 1, 2019 as the date of change in functional currency
and translated its foreign denominated balances to ZWL at a rate of 1:1 as per Statutory
Instrument 33 of 2019 which prescribed that all assets and liabilities that were denominated in
US$ before February 22, 2019 be deemed to be RTGS dollars at a rate of 1:1 and all transactions
subsequent to February 22, 2019 at interbank rate. The Group and the Company’s inability to
assess the appropriateness of using the interbank rate in achieving fair presentation was
primarily due to the need to comply with SI 33 and the fact that there were no official exchange
rates between October 2018 and February 2019 due to lack of an observable foreign exchange
market. The financial effects of this departure on the 2019 inflation adjusted financial statements
have a material impact on the current financial statements.

. Valuation of Property, plant and equipment

The Group carried a management valuation of property, plant and equipment in January 2020.
However, the valuation report availed did not have the required information related to the
valuation techniques, assumptions and inputs used in determining property, plant and equipment
values as required by IFRS 13 — “Fair Value Measurement” paragraphs 61, 62, 67.
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1.1.

As a result, | could not ascertain the appropriateness of the values determined. In addition, the
revalued amounts were denominated in United States dollars which the Company converted into
Zimbabwean dollar (ZWL) using the Reserve Bank of Zimbabwe (RBZ) auction exchange rate.
The translation may not give a reasonable indication of fair values as defined by IFRS 13 — “Fair
Value Measurement” paragraph 9. In the current economic environment, it is not likely that
Zimbabwean dollar (ZWL) prices derived from translating the United States Dollar (USD)
amounts at the RBZ auction rate would be the price at which a Zimbabwean dollar (ZWL)
denominated transaction would occur. Accordingly, | was unable to determine whether
adjustments effected on carrying amounts of property, plant and equipment and the revaluation
surplus were appropriate.

Below are other material issues noted during the audit:

. GOVERNANCE ISSUES

Valuation of property, plant and equipment
Finding

CMED (Private) Limited availed a management valuation report on its property, plant and
equipment that did not have adequate valuation inputs such as assumptions, valuation
techniques, limitations, data source. This was in contravention of International Financial
Reporting Standards (IFRS) 13 paragraph 61 and 62 which required an entity to use valuation
techniques that are appropriate in the circumstance and for which sufficient data is available to
measure fair value.”

In addition, the valuation was done in USD and converted to ZWL using the Reserve Bank of
Zimbabwe (RBZ) auction exchange rate for financial reporting. The converted amounts could not
meet fair value as defined by IFRS 13 — “Fair Value Measurement” paragraph 9.

Although management indicated that they used the market based approach there was no
evidence to support that.

Risk / Implication
Misstatement of financial statements.
Recommendation

Management should comply with the requirements of International Financial Reporting
Standards.

Management response

We used market based approach determining values per asset type and also compared
with likely similar assets in that field. We also compared with values of our properties
being valued by independent valuators for change of ownership purpose then used our
experience and knowledge of our unique assets to place the fair market values. Our
market values were determined in the first month of the year in USD and was then
converted to ZWL using RBZ interbank rate. These asset market values were also then
aligned to proper market values at year end through impairment process that we carried
out for all the assets as 11 months had lapsed.
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1.2.

2.1

2.2.

2.3.

Corporate tax
Finding

| was not availed with documentary evidence to support that the Company submitted quarterly
tax returns as required by the Income Tax Act [Chapter 23:06].

Risk/ Implication
Financial loss due to penalties.
Recommendation

The Company should submit quarterly tax returns as required by the Income Tax Act [Chapter
23:06].

Management response

During the period 2020 we faced cash flow challenges due to low business activities
caused by COVID 19 restrictions. The company could not remit corporate tax as Ministry
of Finance failed to release meaningful amounts to Ministries and departments for them
to settle their debts. We shall continue to engage ZIMRA and MOF to resolve the issue
since it is impossible for CMED to pay income tax when it has not been paid by its
customers as all the profit will be sitting in our debtors’ book.

PROGRESS TOWARDS ADDRESSING PRIOR YEAR AUDIT FINDINGS AND
IMPLEMENTATION OF RECOMMENDATIONS

The Company made progress in addressing audit findings raised in my 2019 annual report. |
raised three (3) audit findings and all three (3) were addressed as indicated below;

Board composition

The finding was addressed. The Minister appointed a Finance person to fill in the gap in year
2022.

Outstanding vehicles

The finding was addressed. All contracts now have ending dates depending with purposes of
hire, otherwise they are for a month and renewable if there is need.

Receivables

The finding was addressed. Receivables that could not be tracked were written off.
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CMED FUELS (PRIVATE) LIMITED 2020

Background Information

CMED Fuels (Private) Limited is a wholly owned subsidiary company of CMED (Private) Limited
and is incorporated in terms of the Companies and Other Business Entities Act [Chapter 24.31].
Its mandate is to supply fuel to the government and the public on a commercial basis.

I have audited the financial statements of CMED Fuels (Private) Limited for the year ended
December 31, 2020 and | issued a qualified opinion.

Qualified Opinion

In my opinion, except for the effects of the matters described in the Basis for Qualified opinion
section of my report, the financial statements present fairly, in all material respects the financial
position of CMED Fuels (Private) Limited as at December 31, 2020, and its financial performance
and its cash flows for the year then ended in accordance with International Financial Reporting
Standards (IFRSs).

Basis for Qualified Opinion

. Non- compliance with International Accounting Standard (IAS) 21 - “The Effects of

Changes in Foreign currency Exchange Rates”

The prior year financial statements did not comply with the requirements of IAS 21 - “The Effects
of Changes in Foreign Currency Exchange Rates”, as the Company was unable to use an
appropriate exchange rate on change of functional currency to translate the opening USD
denominated balances. The Company translated its comparative financial statements using the
interbank rate which came into existence on February 22, 2019 through Exchange Control
Directive RU 28 of 2019 issued by the Reserve Bank of Zimbabwe.

The Company used January 1, 2019 as the date of change in functional currency and translated
its foreign denominated balances to ZWL at a rate of 1:1 as per Statutory Instrument 33 of 2019
which prescribed that all assets and liabilities that were denominated in USD before February
22, 2019 be deemed to be RTGS dollars at a rate of 1:1 and all transactions subsequent to
February 22, 2019 at interbank rate. The Company’s inability to assess the appropriateness of
using the interbank rate in achieving fair presentation was primarily due to the need to comply
with Sl 33 and the fact that there were no official exchange rates between October 2018 and
February 2019 due to lack of an observable foreign exchange market. The financial effects of
this departure on the 2019 financial statements have a material impact on the current financial
statements.

. Valuation of Property, plant and equipment

The Group carried a management valuation of property, plant and equipment in January 2020.
However, the valuation report availed did not have the required information related to the
valuation techniques, assumptions and inputs used in determining property, plant and equipment
values as required by IFRS 13 — “Fair Value Measurement” paragraphs 61, 62, 67. As a result,
| could not ascertain the appropriateness of the values determined. In addition, the revalued
amounts were denominated in United States dollars which the Company converted into
Zimbabwean dollar (ZWL) using the Reserve Bank of Zimbabwe (RBZ) auction exchange rate.
The translation may not give a reasonable indication of fair values as defined by IFRS 13 -“Fair
Value Measurement” paragraph 9.
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In the current economic environment, it is not likely that Zimbabwean dollar (ZWL) prices derived
from translating the United States Dollar (USD) amounts at the RBZ auction rate would be the
price at which a Zimbabwean dollar (ZWL) denominated transaction would occur. Accordingly, |
was unable to determine whether adjustments effected on carrying amounts of property, plant
and equipment and the revaluation surplus were appropriate.

Below are other material issues noted during the audit:

. GOVERNANCE ISSUES

Valuation of property, plant and equipment
Finding

CMED Fuels(Private) Limited availed a management valuation report on its property, plant and
equipment that did not have adequate valuation inputs such as assumptions, valuation
techniques, limitations, data source. This was in contravention of International Financial
Reporting Standards (IFRS) 13 — “Fair Value Measurement” paragraph 61 and 62 that required
an entity to use valuation techniques that are appropriate in the circumstance and for which
sufficient data is available to measure fair value.”

In addition, the valuation was done in USD and converted to ZWL using the Reserve Bank of
Zimbabwe (RBZ) auction exchange rate for financial reporting. The converted amounts could not
meet fair value as defined by IFRS 13 — “Fair Value Measurement” paragraph 9.

Although management indicated that they used the market based approach there was no
evidence to support that.

Risk / Implication
Misstatement of financial statements.
Recommendation

Management should comply with the requirements of International Financial Reporting
Standards (IFRS 13 - “Fair Value Measurement”).

Management response

We used market based approach determining values per asset type and also compared
with likely similar assets in that field. We also compared with values of our properties
being valued by independent valuators for change of ownership purpose then used our
experience and knowledge of our unique assets to place the fair market values. Our
market values were determined in the first month of the year in USD and was then
converted to ZWL using RBZ interbank rate. These asset market values were also then
aligned to proper market values at year end through impairment process that we carried
out for all the assets as 11 months had lapsed.
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2. REVENUE COLLECTION AND DEBT RECOVERY
2.1 Fuel coupons redemption

Finding
CMED Fuels did not have scanners to capture redeemed coupons electronically at the point of
fuel consumption. In addition, coupons were being captured manually into the system after an
average period of six (6) to seven (7) months from the date of redemption at the service station.
This was in contravention of CMED Fuels Accounting Manual which states that redeemed
coupons should be captured into the coupon management system on daily basis.
Risk / Implication
Fraud and material irregularities may go undetected.
Recommendation
The Company should make arrangements to capture redeemed coupons on a daily basis.
Management response
Management will ensure adequate scanners are available to avoid such incidences
happening in future. IT will also ensure the system runs efficiently and faults attended to

timeously. Fuel Supervisor shall ensure that all coupons are redeemed physically and
systematically within the specified times.
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DEVEN ENGINEERING (PRIVATE) LIMITED 2022

Background Information

Deven Engineering (Private) Limited was incorporated in terms of the Companies and Other
Business Entities Act [Chapter 24:31]. The principal activities of the Company are to manufacture
bus and truck bodies and trailers, and distribution of commercial vehicles.

| have audited the financial statements of Deven Engineering (Private) Limited for the year ended
December 31, 2022 and | issued a qualified opinion with a material uncertainty related to going
concern paragraph.

Qualified Opinion

In my opinion, except for the effects of the matter described in the Basis for Qualified Opinion
section of my report, the financial statements present fairly, in all material respect the financial
position of Deven Engineering (Private) Limited at December 31, 2022, and its financial
performance and cash flows for the year then ended in accordance with International Financial
Reporting Standards (IFRSSs).

Basis for Qualified Opinion

Non-compliance with International Accounting Standard (IAS) 21 - The Effect of Changes
in Foreign Exchange Rates” and International Accounting Standard (IAS) 8 — “Accounting
Policies, Changes in Accounting Estimates and Errors”

During the prior financial years, the foreign currency denominated transactions and balances of
the Bank were translated into ZWL using the interbank exchange rates which were not
considered appropriate spot rates for translations as required by IAS 21— “The Effects of
Changes in Foreign Exchange Rates”. The misstatements have not been corrected in the annual
financial statements for the year ended December 31, 2022.

As the non-compliance with IAS 21 — “The Effect of Changes in Foreign Exchange Rates” is from
prior years and there have been no restatements to the prior year financial statements in
accordance with IAS 8 — “Accounting Policies, Changes in Accounting Estimates and Errors”,
some comparative amounts in the financial statements may be misstated. As a result of the
residual effects of the non-compliance with IAS 21 — “The Effects of Changes in Foreign
Exchange Rates” and the non-restatement of the comparative figures in accordance with IAS 8
—“Accounting Policies, Changes in Accounting Estimates and Errors”, the retained earnings may
contain misstatements.

The effects of the above non-compliance with International Financial Reporting Standards were
considered to be material.

Material Uncertainty Related to Going Concern

| draw attention to the fact that the Company’s current liabilities exceeded its current assets by
ZWL 174.3 million (2021: ZWL 13.9 million). These conditions indicate the existence of a material
uncertainty that may cast significant doubt on the Company’s ability to continue as a going
concern. My opinion is not modified in respect of this matter.

Below is an update on prior year audit findings;
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1. PROGRESS TOWARDS ADDRESSING PRIOR YEAR AUDIT FINDINGS AND
IMPLEMENTATION OF RECOMMENDATIONS

The Company made progress in addressing the audit finding that | raised in my 2021 annual
report. The audit finding was addressed as indicated below;

1.1. Taxation of employee benefits

The tax compliance plans are now in place.
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EASY GO CAR HIRE AND TRAVEL (PRIVATE) LIMITED 2020

Background information

Easy Go Car Hire and Travel (Private) Limited is a wholly owned subsidiary company of CMED
(Private) Limited and it was incorporated in terms of the Companies and Other Business Entities
Act [Chapter 24.31].

I have audited the financial statements of Easy Go (Private) Limited for the year ended December
31, 2020 and | issued a qualified opinion.

Qualified Opinion

In my opinion, except for the effects of the matters described in the Basis for Qualified opinion
section of my report, the financial statements present fairly, in all material respects, the financial
position of Easy GO Car Hire and Travel (Private) Limited as at December 31, 2020, and its
financial performance and its cash flows for the year then ended in accordance with International
Financial Reporting Standards (IFRSs).

Basis for Qualified Opinion

. Non- compliance with International Accounting Standard (IAS) 21 - “The Effects of

Changes in Foreign currency Exchange Rates”

The prior year financial statements did not comply with the requirements of IAS 21 - “The Effects
of Changes in Foreign Currency Exchange Rates”, as the Company was unable to use an
appropriate exchange rate on change of functional currency to translate the opening USD
denominated balances. The Company translated its comparative financial statements using the
interbank rate which came into existence on February 22, 2019 through Exchange Control
Directive RU 28 of 2019 issued by the Reserve Bank of Zimbabwe. The Company used January
1, 2019 as the date of change in functional currency and translated its foreign denominated
balances to ZWL at a rate of 1:1 as per Statutory Instrument 33 of 2019 which prescribed that all
assets and liabilities that were denominated in USD before February 22, 2019 be deemed to be
RTGS dollars at a rate of 1:1 and all transactions subsequent to February 22, 2019 at interbank
rate. The Company’s inability to assess the appropriateness of using the interbank rate in
achieving fair presentation was primarily due to the need to comply with SI 33 and the fact that
there were no official exchange rates between October 2018 and February 2019 due to lack of
an observable foreign exchange market. The financial effects of this departure on the 2019
financial statements have a material impact on the current financial statements.

. Valuation of Property, plant and equipment

The Group carried a management valuation of property, plant and equipment in January 2020.
However, the valuation report availed did not have the required information related to the
valuation techniques, assumptions and inputs used in determining property, plant and equipment
values as required by IFRS 13 — “Fair Value Measurement” paragraphs 61, 62, 67. As a result,
| could not ascertain the appropriateness of the values determined. In addition, the revalued
amounts were denominated in United States dollars which the Company converted into
Zimbabwean dollar (ZWL) using the Reserve Bank of Zimbabwe (RBZ) auction exchange rate.
The translation may not give a reasonable indication of fair values as defined by IFRS 13
paragraph 9. In the current economic environment, it is not likely that Zimbabwean dollar (ZWL)
prices derived from translating the United States Dollar (USD) amounts at the RBZ auction rate
would be the price at which a Zimbabwean dollar (ZWL) denominated transaction would occur.
Accordingly, | was unable to determine whether adjustments effected on carrying amounts of
property, plant and equipment and the revaluation surplus were appropriate.
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1.1.

Below is another material issue noted during the audit:

. GOVERNANCE ISSUES

Valuation of property, plant and equipment
Finding

The Company availed a management valuation report on its property, plant and equipment that
did not have adequate valuation inputs such as assumptions, valuation techniques, limitations,
data source. This was in contravention of International Financial Reporting Standards (IFRS) 13
— “Fair Value Measurement” paragraph 61 and 62 that required an entity to use valuation
techniques that are appropriate in the circumstance and for which sufficient data are available to
measure fair value.”

In addition, the valuation was done in USD and converted to ZWL using the Reserve Bank of
Zimbabwe (RBZ) auction exchange rate for financial reporting. The converted amounts could not
meet fair value as defined by IFRS 13 — “Fair Value Measurement” paragraph 9.

Although management indicated that they used the market based approach there was no
evidence to support that.

Risk / Implication
Misstatement of financial statements.
Recommendation

Management should comply with the requirements of International Financial Reporting
Standards (IFRS 13- “Fair Value Measurement”).

Management response

We used market based approach determining values per asset type and also compared
with likely similar assets in that field. We also compared with values of our properties
being valued by independent valuators for change of ownership purpose then used our
experience and knowledge of our unique assets to place the fair market values. Our
market values were determined in the first month of the year in USD and was then
converted to ZWL using RBZ interbank rate. These asset market values were also then
aligned to proper market values at year end through impairment process that we carried
out for all the assets as 11 months had lapsed.
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2.1

GENESIS ENERGY (PRIVATE) LIMITED 2021

Background Information

Genesis Energy (Private) Limited is incorporated in Zimbabwe in terms of the Companies and
Other Businesses Act [Chapter 24.31] and it is a subsidiary of National Oil Infrastructure
Company of Zimbabwe. The Company is into supply of petroleum products.

I have audited the financial statements of Genesis Energy (Private) Limited for the year ended
December 31, 2021 and | issued an unmodified / clean opinion.

Opinion

In my opinion, the financial statements present fairly, in all material respects, the statement of
financial position of the Genesis Energy (Private) Limited as at December 31, 2021 and of its
financial performance and its cash flows for the year then ended in accordance with International
Financial Reporting Standards (IFRSS).

Below are material issues noted during the audit:

. GOVERNANCE ISSUES

Alignment of governance processes

Finding

The Company had not aligned its governance processes with the Public Entities Corporate
Governance Act [Chapter 10:31]. As a result, the Chairperson of the Board was chairing the audit
committee contrary to the provisions of the Act, which states that the chairperson of the Board
should not be a member of the audit committee or its chairperson.

Risk / Implication

Oversight role may be compromised.

Recommendation

The Company should align its processes with the Public Entities Corporate Governance Act
[Chapter 10:31].

Management response

Observation noted. The Board is seized with matter.

. PROGRESS TOWARDS ADDRESSING PRIOR YEAR AUDIT FINDINGS AND

IMPLEMENTATION OF RECOMMENDATIONS

The Company had not made progress in addressing audit findings raised in my 2021 annual
report. | raised two (2) audit findings and all were not addressed as indicated below;

Board Composition

The finding was not addressed. The Board composition has not yet met the requirements of the
Public Entities Corporate Governance Act [Chapter: 10:31] on gender equality.
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2.2 Board Committees

The finding was not addressed. Alignment of the Board Charter to the requirements of the Public
Entities Corporate Governance Act [Chapter: 10:31] is work in progress therefore the company
still does not have board committees.
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HOTSPECK ENTERPRISES (PRIVATE) LIMITED 2021

Background Information

Hotspeck Enterprises (Private) Limited is owned by the Rural Electrification Fund. It was
established in terms of the Companies and Business Entities Act [Chapter 24:31]. Its main
objective is to procure raw poles, treat and sell them at a profit.

| have audited the financial statements of Hotspeck Enterprises (Private) Limited for the year
ended December 31, 2021 and | issued a qualified opinion.

Qualified Opinion

In my opinion, except for the matters described in the Basis for Qualified Opinion section of my
report, the financial statements present fairly, in all material respects, the financial position of
Hotspeck Enterprises (Private) Limited as at December 31, 2021, and its financial performance
and cash flows for the year then ended in accordance with International Financial Reporting
Standards (IFRSs).

Basis for Qualified Opinion

. Non-compliance with International Accounting Standard (IAS) 21 - “The Effect of

Changes in Foreign Exchange Rates” in the prior financial years and International
Accounting Standard (IAS) 8 — “Accounting Policies, Changes in Accounting Estimates
and Errors”.

During the prior financial years, the foreign currency denominated transactions and balances of
the Company were translated into ZWL using the interbank exchange rates which were not
considered appropriate spot rates for translations as required by IAS 21 - “The Effect of
Changes in Foreign Exchange Rates”. The opinion on the prior year financial statements was
modified in respect of this matter and the misstatements have not been corrected in the financial
statements for the year ended December 31, 2021. As the non-compliance with IAS 21— “The
Effect of Changes in Foreign Exchange Rates” is from prior financial years and there have been
no restatements to the prior year financial statements in accordance with IAS 8 - “Accounting
Policies, Changes in Accounting Estimates and Errors”, some comparative numbers in the
financial statements may be misstated. My opinion on the current year financial statements is
modified because of the possible effects of the above matters on the comparability of the current
year’s figures to corresponding figures of the comparative period. As a result of the residual
effects of the non-compliance with IAS 21 - “The Effect of Changes in Foreign Exchange Rates”
and the non-restatement of the comparative figures in accordance with IAS 8 - “The Effect of
Changes in Foreign Exchange Rates”, the accumulated loss may contain misstatements.

The effects of the above non-compliance with International Financial Reporting Standards were
considered to be material but not pervasive to the financial statements.

. Non-compliance with International Accounting Standard (IAS) 29 - “Financial Reporting

in Hyperinflationary Economies”.

Although IAS 29- “Financial Reporting in Hyperinflationary Economies” has been applied
correctly, its application was based on prior period financial information which was not in
compliance with IAS 21 - “The Effect of Changes in Foreign Exchange Rates” as described
above. Had the correct base numbers been used, some elements of the financial statements
(including monetary gain/loss) would have been materially different. The impact of the departure
from the requirements of these standards is considered material but not pervasive to the
financial statements for the year ended December 31, 2021.

95

——
| —



1.1.

2.1

2.2.

Valuation of property, plant and equipment

The determination of fair values for assets presented in the financial statements is affected by
the prevailing economic environment. These financial statements include property, plant and
equipment that are carried at fair value in-accordance with IFRS 13 - “Fair value measurement”.

The valuation of the property and equipment was performed by an independent valuer as at
December 31, 2021.The property, plant and equipment values were determined in USD and
then translated to ZWL using the auction rate of the Reserve Bank of Zimbabwe as at December
31, 2021. Although the determined USD values reflected the fair value of the property and
equipment in USD, the converted ZWL fair values were not in compliance with IFRS 13 - “Fair
Value Measurement” as they may not reflect the assumptions that market participants would
apply in valuing similar items of property and equipment in ZWL.

Below are other material issues noted during the audit;

. GOVERNANCE ISSUES

Health and safety

Finding

The company’s fire suppression equipment was last serviced in 2020. In addition, the rescue
water hose, was not working. There was no satisfactory explanation given by management why
this fire rescue system was not functional.

Risk / Implication

In case of fire outbreak, the safety of employees and other stakeholders are compromised.
Recommendation

The fire suppression system should be serviced frequently.

Management response

Hotspeck Enterprises shall ensure that all fire extinguishers and the fire rescue hose are
serviced on time and always readily available to use when required.

. PROGRESS TOWARDS ADDRESSING PRIOR YEAR AUDIT FINDINGS AND

IMPLEMANTATION RECOMMENDATIONS

The Company made progress in addressing audit findings raised in my 2020 and 2021 annual
reports. | raised three (3) audit findings and all findings were addressed as indicated below;

Accounting for transactions

The finding was addressed. Inconsistencies were noted and reconciliations were done for all
issues raised. Management advised staff on the importance of accuracy and completeness of
information captured. Receipting will be done in the system and all serialized stationary will be
authorised before issuing.

Prepayments

The finding was addressed. The anomaly was addressed.

96

——
| —



2.3. Long outstanding receivables

The finding was not addressed. The debts had been cleared.
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11

INDUSTRIAL DEVELOPMENT CORPORATION OF ZIMBABWE (IDCZ) 2021

Background Information

The Industrial Development Corporation of Zimbabwe (IDCZ) was established in terms of the
Industrial Development Corporation Act [Chapter 14:10]. For its role in catalysing
industrialization, the IDCZ is classified as a Development Finance Institution (DFI).

I have audited the financial statements of Industrial Development Corporation of Zimbabwe
Limited for the year ended December 31, 2021 and | issued a qualified opinion.

Qualified opinion

In my opinion, except for the effects of the matter described in the basis for Qualified Opinion
section of my report, the financial statements of Industrial Development Corporation of Zimbabwe
give a true and fair view, in all material respect, of its financial position as at December 31, 2021
and its financial performance for the year then ended in accordance with International Financial
Reporting Standards (IFRSs).

Basis of Qualified Opinion

Noncompliance with International Accounting Standard (IAS) 21 - “The Effects of Changes
in Foreign Exchange Rates”

The prior year financial statements or the year ended December 31, 2020 had a qualified opinion
basing on improper application of International Accounting Standard (IAS) 21 - “The Effects of
Changes in Foreign Exchange Rates”. Due to this, the opening balances as at January 1, 2021
contain misstatements that materially affect the current period’s financial statements of the
Group, and the effect of the misstatements are not appropriately accounted for. Since the
opening balances as at January 1, 2021 entered into the determination of the financial
performance, changes in equity and cash flows for the financial year ended December 31, 2021,
adjustments might have been necessary in respect of the current year financial statements of
the group in line with the requirements of IAS 8-Accounting Policies, changes in Accounting
Estimates and errors.

Inflation adjusted amounts in terms of requirements of IAS 29 - “Financial Reporting in
Hyperinflationary Economies” were arrived at basing on misstated historical amounts.
Consequently, corresponding numbers on the inflation adjusted Statement of Profit or Loss and
Other Comprehensive Income, the inflation adjusted Statement of Financial Position, the inflation
adjusted Statement of Changes in Equity, and the inflation adjusted statement of Cash Flows
remain misstated and this also impacts comparative figures. The comparability and
misstatements’ effects have not been quantified.

Below are other material issues noted during the audit;

. GOVERNANCE ISSUES

Key vacant posts

Finding

The Corporation did not have a substantive General Manager since January 1, 2020 and
substantive Finance Director since March 1, 2015. The finance manager, over the years, has

been taking some of the duties of the Finance Director, while at the same time supervising
finance operations.
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Risk / Implication

Decision making by those in acting position may be limited to short term periods.

The Corporation’s operations may be disrupted due to absence of critical skills.
Recommendation

The Corporation should make effort to have the key vacant posts filled.

Management response

The Board submitted its recommendation to the shareholder for the appointment of

substantive General Manager and substantive Group Finance Director. The selection
process was done and now waiting for final approval by the shareholder.
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INFRALINK (PRIVATE) LIMITED 2021

Background Information

Infralink (Private) Limited is a Company that was established in terms of the Companies Act
[Chapter 24:03]. It was set up as a special purpose vehicle to build and operate tollgates on the
Plumtree-Harare-Mutare route. Infralink is also responsible for road maintenance covering the
same route on which the toll gates are located.

| have audited the financial statements for Infralink (Private) Limited for the year ended
December 31, 2021 and | issued an adverse opinion with a material uncertainty related to going
concern.

Adverse Opinion

In my opinion, because of the significance of the matter discussed in the Basis for adverse
opinion section of my report, the financial statements do not present fairly the financial position
of Infralink (Private) Limited as at December 31, 2021, and its financial performance and cash
flows, for the year then ended in accordance with International Financial Reporting Standards
(IFRSs).

Basis for Adverse Opinion

. Impact of incorrect application of International Accounting Standard (IAS) 21 -"The

Effects of Changes in Foreign Exchange Rates"

The Company complied with Statutory Instrument 33 of 2019 ("SI 33") issued by the Government
of Zimbabwe and consequently did not comply with 1AS 21- “The effects of changes in Foreign
exchange rates” in the preparation and presentation of the prior period financial statements.
Through SI 33, the Government prescribed an exchange rate of between the United States
dollars and the newly introduced RTGS dollars effective from 22 February 2019 for accounting
and other purposes. Had the Company performed the assessment required by IAS 21- “The
effects of changes in Foreign exchange rates” in the prior period, the adjustments that were
recognized in the comparative period's financial statements would have been materially different.
Therefore, the departure from the requirements of IAS 21- “The effects of changes in foreign
exchange rates” were pervasive and material in prior periods. The misstatements in the historical
comparative information consequently impacted the determination of the inflation adjusted
amounts as is required in the application of IAS 29 - “Financial reporting in hyperinflationary
economies” in prior years. The financial effects on the inflation adjusted financial statements of
this departure cannot be determined. In addition, the effects of the matter on the restatement of
prior period as well as current period equity balances cannot also be readily determined. As
such, the current year's financial statements may not be readily comparable with those of prior
years.

. Unrecorded tax liabilities

There is currently no consensus on the Company's tax status between the tax authorities and
the Company's Directors. The tax authorities formally advised the Company that they were a
tax-paying entity in 2015. However, the Directors are not in agreement with this determination
and have advised that engagements with the parent Ministry and the tax authorities are on-going
which may result in the Company being exempted from paying all taxes. As a result, the
Company has not provided for any income taxes in respect of the current and the previous four
financial years in the financial statements.
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As aresult of the issues discussed above and the si