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1.0 INTRODUCTION 

The Public Accounts Committee (PAC) plays a pivotal role in analyzing audited financial 

statements of government departments (Ministries), State Enterprises and Parastatals, and Local 

Authorities. The PAC, with the assistance of Clive and Associates, a registered accounting firm, 

analyzed the Auditor General's (AG) reports for the year ended 31 December 2013 covering 

government departments that is, 33 Appropriation Accounts, 89 State Enterprises and Parastatals 

Accounts and 40 Fund Accounts. The Committee noted with concern that there is recurring of 

issues observed by the Auditor General (AG) since 2009 which could be an indication that 

government is not taking the Audit reports seriously. 

This report is therefore, a summary of the Auditor General's findings, and the Committee's 

observations and recommendations on the findings of the 2013 Auditor General's (A G) reports. 

Annexed to this Report is also appendix A and B which list entities whose accounts were being 

audited at the time the 2013 Report was tabled and those that had not submitted accounts for audit 

respectively in clear violation of section 35 (6) (b) of the Public Finance Management Act. The 

Committee expects Treasury to put in place measures to improve the audit environment by the 

June, 2016. This is critical in view ofthe current constrained fiscal space as public funds are being 

lost through poor management of public resources. 

2.0 THE OBJECTIVES OF THE COMMITTEE 

The key objective of the Committee as mandated by Standing Order No.l6 and the Constitution 

in section 299 is to analyze expenditure of government to -ensure compliance with go~erping 

frameworks. In specific terms, the objectives of this Report are therefore; to perform an analysis 

of the 2013 Auditor General's Report on appropriation and fund accounts as well as parastatals; to 

perform a trend review of the key findings from 2009 to date, and to perform an assessment ofthe 

audited entities for the implementation of AG' s recommendations to findings over the trend period 

and to inform the governmental departments on the necessary action required to comply with the 

requisite government accountability, governance and transparency principles. The Committee also 

seeks to review and assess the key findings from 2009 to date because of the recurrence of the 

issues observed by the Auditor General. 
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3.0 METHODOLOGY 

The Committee analysed the Auditor General's Reports for 2013 on Narrative Reports on 

· Appropriation Accounts and Miscellaneous Funds 811d on State Enterprises· and Parastatals. It then 

sorted the findings from eacp year for comparison and trend. The most prevalent findings were 

categorized as major findin~~·~·hilg the less prevalent were categorized as .. other findings. The 

Committee also analysed the audit opinions issued by the Auditor General per entity. 

4.0 FINDINGS AND OBSERVATIONS OF THE COMl\11TTEE 

The Committee observed the following major findings from reading through the Narrative 

Reports: 

">> Lack of good corporate governance 

">> Absence or inadequacies of policies and procedures; 

">> Absence or weak controls relating to cash management; 

">> Inadequacies relating to management of a~sets; 

'>. Poor inventory management; 

">> Fraud; 

'>. Inadequacies relating to revenue management (and cost containment); 

'>. Inadequacies relating to receivables management; 

'>. Inadequate disclosure of related party transactions; 

'\.. Violation ofprocurem.entprocedures; 

\. Non compliance with statutory requirement; 

\. Inadequate supporting documentation; and 

'>. System variances. 

Other findings were identified based on the levels of prevalence. These included the following: 

_,. Going c;;oncem issues; 

- Operational inefficiencies; 

- Failure to implement Results-Based Management (RBM); 

- Management override of controls; 
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-- Absence of Service Level Agreements (SLAs) and other agreements; 

- Inadequate project management processes; 

- Absence of strategic plans and other governing documents; 

Suspense accounts; 

- Inadequate Information Technology general and application controls; 

-+ Lack of segregation of duties; 

Inadequate management review and reconciliation; 

- Intermingling of funds; and 

- Non-submission of statutory and other returns. 

-4.1 An Overview of the Findings 

4.1.1 A. Major findings 

The charts below show the distribution of major and other findings for the year ended 31 

December 2013 for the three different categories analyzed. The distribution is based on 

the spread of the findings across the entities in each category. Therefore, approp.riation 

accounts observations are expressed as a fraction of thirty-three (33), state enterprises and 

parastatals as a fraction of eighty-nine (89) and fund accounts as a fraction of forty ( 40). 
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Figure 1- Appropriation Accounts Major Findings 

7% 

.... · .. · ·: '· 

From the diagram above, 61.3% of appropriation accounts had Management of Assets as a major issue 
and this translates 16% of the total issues. 58.1% of appropriation accounts also had revenue 
management as a major issue. In proportion to total issues this translates to 16% of the findings as we!!. 
51.6% of appropriation accounts had issues relating to Management of Receivables and Inadequate 
5upporti~gopocumenEation and these.translates-to-~4% e-ach of the total issues. 35.5% had Procurement 
issues, 25.8% had Inventory Management issues while 22.6% had Cash Management and System 
Variances issues and these accounted for 10%, 7% and 6% respectively of the total issues. 
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Figure 2 - Appropriation Accounts Other Findings 

1 Note that the symbols below have been consistently used throughout this report and should be referred to 
whenever encountered: 

· • 8- Going concern-issues. 

• 11 - Operational efficiencies (organisation inadequately staffed or equipped) 

• K:- Performance management not performed (appraisals, work plans, training) 

• a -Management override of controls (unapproved allowances) 

• ~-Absence of Service Level Agreements (SLAs ), loan or lease agreements 

·- n - InadeqUate proJect management processes in pl~ 

• £ - Absence of governing documents like strategic· plan etc. 

• =f:.- Suspense account (straight qualification) 

• € - Inadequate IT general and application controls 

• 1t- Lack of segregation of duties 

• 't-Manageme_nt review and/or recondliation not done 

• tJ -Intermingling of appropriation and fund accounts 

• TJ - Returns not submitted 
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As shown in the chart on other findings above, the most prevalent issues were lack of Mana_gement 
Review and I reconciliations raised in 41.9% of the appropriation accounts which represents 22% of the 
total issues. This was followed by Lack of segregation of duties raised in 25.8% of the appropriation 
accounts and represents 14% of the total issues. Absence of Service Level Agreements/ loans and leases 

' . . ~. '.. . . ~ . . ":-• . ' - . 

was raised iri 22.6% of the appropriation acco.unts as well as Absence of Governing Documents such as 
Strategi~ Pla~s and e·achr.epresen.t:s 1Z% ofthe total issues. Intermingling of funds was raised in16% of 
the ~ppr'opriation accounts and also constitutes 9% of the total issues. L~ck of Performance .. 
Management (appraisals) was raised in 16% of the app;opriation accounts and this represents 8% of the 
total issues. 

2% 

Management 
12% 

Rgure3 -State-Enterprises and ParastataT-s Major Findings 

..,...,..--; Cash Management 
8% 

Management of 
· · Assets · ··· 

10% 

The Prevalent issue among Parastatals was Regulatory compliance which was raised in 69.9% of the· 
entities and represents 15% of the total issues. This was followed by Corporate Governance raised in. 
60.9% and constitutes 15% of the total issues. Management of Receivables was raised in 55.5% of the 
entities and this translates to 12% of the total issues. Management of Assets was raised in 50.0% while 
Management of Revenue in 47 .8%of the entities and each constitutes 10% ofthe total issues. 
Inadequate Supporting Documentation was raised in 39.1% of the entities while Cash Management in 

. 37.0% and each constitutes 8% of total the issues Procurement was an i~s·~~ in 34.8% and Inventory 
Management i~ 32.6% of the entities and each. represents 7% of the total issues. 
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Figure 4- State Enterprises and Parastatals Other Findings 

Most prevalent issues among other findings were Absence of Service Level Agreements raised in 45.7% 

of the entities and represent 25% of the total issues. Going Concern was raised in 37.0% of the entities 

and it constitutes 20% of the total issues. Inadequate IT General and Application controls was raised in 

28.3% of the entities and this represents 16% of the total issues. Management Override of Control 

(unapproved allowances) and Operational efficiencies (organisations inadequately staffed or equipped) 

were both raised in 19.6% of the entities and each represents 11% of the total issues. 

Funds-

Figure 5- Fund Accounts Major Findings 

Cash Management 
11% 

In relation to Funds, most prevalent issues among major findings were relating to Management of 
Revenue raised in 51.5% of the Funds and Inadequate Supporting Documentation raised in 48.5% of the 
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Funds and each represents 16% of the total issues. Management of Receivables was raised in 39.4% of 
the Funds and represents 13% of the total issues. Management of Assets and Management of Cash were 
raised in 33.3% of the Funds and each constitutes 11% of the total entities. Policies and Procedures was 
raised in 24.2% of the Funds and this represents 8% of total issues. Inventory Management and Fraud 
were raised in 18.2% of the Funds and each represent 8% of the total i~sues. 

Figure 6- Fund Accounts Other Findings 
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Among other findings most prevalent issues were relating to M2!11agement Review or 

..... Reco~cm~ti~m ·~(jt cl~ne (l2% ); Int~rrcingling of apprOpriation and Funds acco~ts (19%); Lack 

of Segregation of Duties (16% ); and Suspense Accounts (11% ). 

4.1.2 Corporate governance 

Corporate govemance findings were mainly related to state enterprises and parastatals 

specifically focusing on failure to constitute a substantive board, absence of board sub

committees, inadequately capacitated audit and other board committees, failure of the 

internal audit function to discharge its function as well as inadequate oversight of the audit 

committee in the management of the State Enterprise or the Parastatal. The Committee 

noted with concern that in cases where committees were constituted and a governance issue 

was raised, the observation was related to inadequate meeting frequency ~d hence failure 

to discharge appropriate oversight on the operations of the organisation. A prevalent issue 

. in the year ended 31 December 2013 was that of failure by members of Boards to disclose 

interests in contracts leading to conflict of interest. 

With respect to Ministries (Appropriation Accounts) and Fund Accounts, corporate 

governance issues pertained to inadequacy of the internal audit function or failure to 
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disclose interests in contracts. It is worth noting that Ministries are also required to have 

audit committees and the issue had been continuously raised by the Auditor General to no 

avail. 

Examples of entities falling in this category included Postal Telecommunication 

Regulatory Authority of Zimbabwe (POTRAZ), National Indigenisation and Economic 

Empowerment Board (NIEEB), Agricultural Marketing Authority (A.MA), Net One, 

Health Professionals Authority and Powertel. 

In the absence of a substantive Board, there is lack of effective strategy, management and 

supervision in the concerned entity. Where Members of the Boards or Management are 

acting on certain leadership positions, they hesitate to make major decisions and1ongterrn 

plans and where the internal audit function is inadequate, fraudulent activities may occur 

undetected. 

4.1.3 Policies and procedures 

-The Committee observed that almost all -internal control issues have an element of non

compliance with policies and procedures. The Members, however, separated the issue of 

policies and procedures where the Auditor General highlighted total absence of 

documented policies and procedures in an organisation. 

This observation particularly related to State Enterprises and Parastatals and Funds where 

27.1% and 24.2% respectively did not .have certain key policies and procedures 
. . . 

documented. Among the non-existent policies and procedures were 'ICT policies and 

procedures (addressing disaster recovery issues, business continuity, security and other 

general and application controls), HR policies, Accounting policies and Risk Management 

policies. Minerals Marketing Corporation of Zimbabwe and its subsidiaries, National 

Museum and Monuments of Zimbabwe (NMMZ), Agricultural Bank of Zimbabwe 

(AGRIBANK) and Midlands State University are some of the· examples who were non

compliant with policies and procedures. Unavailability of these polides has implications · -

on State Enterprises and Parastatal. For instance, an entity may fail to identify and mitigate 

against existing and emerging risks in the absence of a risk policy. Again in the absence 

9 



of an IT policy, the IT environment may be difficult to control as there will be no formal· 

IT documentation to spell out what is expected from the information system users. 

4.1.4 Cash management 

Best practic~ :Eequires that" cash :be b~k~d·}Y}tpin 24 hours from receipt. The. Auditor, ·· 

General noted internal control violations with respect to timely banking. This violation 

expounded the risks of misappropriation of cash through fraud, theft, pilferage, cash rolli~g 

and other schemes. The risk was further amplified where the entity handled significant 

amounts of cash. All categories of entities reviewed had significant appearance of this 

observation \vith the highest prevalence occurring in Funds at 33 .3%. Examples of entities 

were Harare Hospital, Zimbabwe Parks and Wildlife Management Authority, Allied 

Timbers Zimbabwe Ltd and Cod Storage Commission (C.S.C). 

4.1.5 Management of assets 

An asset is a resource embodying economic benefits. Assets which include items of 

. equipment (motor vehicles, fumi~re, computer and other equipment) continue not to be 

appropriately managed. Specific observations by the Committee related to failure by 

organisations to maintain up to date asset registers, periodically verify assets, perform 

valuations and assess the impairment and residual values of assets. Also included under 

assets are investments (property, money market and equity investments). 

Where .. assets had been dfu·naged ,or~disposed of, the. Auditor General noted that, in certain 

. instances, Boards of Survey (BoS) and/or Boards of Inquiry (Bol) were not performed. 

These internal control violations were in contravention of section 49 of the Public Finance 

Management Act (Chapter 22:19) which requires public entities to keep full records of 

their financial affairs. 

This observation was raised on several entities for example Postal Telecommunication 

· · -· · · Regulatory· Authority of Ziinbab~~ (POTRAZ)," ·Allied T1mbers Zimbabwe (Private) 

Limited, Mararige Resources (Private) Limited, Zimbabwe United Passenger Company 

(ZUPCO) and Harare Institute of Technology. 
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If assets are not properly managed, theft may occur undetected and result in prejudicing 

the company's economic resources. The company may fail to recover and replace their 

assets in the event that a disaster occurred if they are not insured. 

4.1.6 Inventory management 

The Committee noted instances where inventory was inadequately managed leading to 

pilferage and expiration of items. Grain Marketing Board, Forestry Commission and 

University of Zimbabwe are some of the entities where there were inadequacies in 

management of inventory. Liquid fuel and fuel coupons were the most affected in the year 

under review, leading to gross misappropriation of inventories. In cases where there is no 

accounting system of rnventory there will be theft and fraud which may be difficult to 

detect. 

4.1.7 Fraud 

Fraud remained prevalent in a number of entities audited (coupled with management override of 

control). ·The Committee noted fraud cases distributed as follows: 

• Appropriation accounts- 12.9% 

• State enterprises and parastatals- 13.0% 

• Fund accounts - 18.2% 

For example, funds were embezzled from Ministry ofMines and Mining Development; Ministry 

of Health and Child C.are; Ministry of Justice, Legal and Parliamentary Affairs- Prisons; Health 

Professions Authority, Mines and Mining Development Fund, Special Gold Fund; Deeds and 

Companies Office Fund and Printflow (Private) Limited. In some of the fraud cases, there was 

manipulation ofthe source documents. Some of these cases were dealt with and the remainders 

of the cases are still under investigation. 

The Auditor General further reported that unsupported payments were made and losses resulting · · . 

from suspected fraudulent activities were incurred, involving amounts ranging from US$3,000 to 

US$3.5 million. 
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4.1.8 Revenue Management· 

Revenue management was also noted as a significant issue in the Auditor General's reports. In 

our analysis, where unnecessary expenditure and/or inadequate cost management occurred in an 
. -

entity, we included this under;:revel).ue ma11agement. Cases in point are Zimbabwe. Revenue .. 

A~thority, Civil A~iation A~thb~fl~';Cif Zimbabwe (CAAZ), Central Mechanical Equipment· 

Department (CJ\1ED), and Petrotrade. The entities experience financial losses due to wasteful 

expenditure and this has the effect of downstream/negative effect on government's budgetary 

system and planned operations. 

4.1.9 Receivables management 

Where t"lere were issues around revenue management (receipting, management of costs, banking, 

pricing), the Committee noted that there were challenges with managing debtors or receivables. 

This led to revenue and receivables management being the largest combined contributors to the 

observations on internal control deficiencies for all categories of entities analysed. Overall, entities 

failed to manage· their collections. against receivables resulting in potential irnpain11ent of 
. '. . ~ . .. . . ' 

receh:ables, cash flow challenges and ultimately the goi11g concern issues noted further in.this 

report. Some of the entities that had failed to manage their collection against receivables are 

Broadcasting Authority of Zimbabwe (BAZ), Cold Storage Commission (CSC), Netone (Private) 

Limited and Zimbab>ve National Parks and Wildlife Management Authority. Poor management of 

receivables impact negatively on the operations of the entities. 

4.1.10 Reiated party transactions 

The Auditor General noted cases where related party transactions were inadequately 

disclosed. This was in violation of the relevant accounting standards. Also included here 

were allowances paid out to executives and senior management against which no tax was 

levied as some were paid outside the payroll. Postal Telecommunication Regulatory 

Authority of Zimbabwe is one of the entities that have a related party transaction. . . . . .: . .. . . . . . ,. .. . 
·, . 

4.1.11 Procuremenfprocedures 

Also prominent were weaknesses relating to procurement. There were specific violations 

to the provisions of Statutory Instrument 171 of 2002 (Procurement Regulations). Other 
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violations were in relation to the tender procedures, with particular reference to sourcing 

of adequate quotations, splitting of invoices to elude the State Procurement Board and 

authorisation of transactions at inappropriate levels. The trend with regards to the 

· frequency of procurement violations will be analysed further in this report. Examples of 

such entities include Agricultural Bank of Zimbabwe (AGRIBANK), Mellofieldde 

Chemicals (Private) Limited and Zimbabwe Mining Development corporation (ZMDC). 

Procurement weaknesses have impacted on entities in a number of ways that includes 

financial losses due to procuring goods and services at very high prices. The environment 

is also ~onduciv~ for cor:uption. 

4.1.12 Regulatory compliance 

Violations of regulatory and statutory requirements were noted pertaining to submission of 

statutory remittances to the Zimbabwe Revenue Authority (ZIMRA), National Social 

Security Authority (NSSA), pensions and regulatory contributions to medical aid. Other 

examples are Zimbabwe Investment Authority (ZIA) which failed to comply with the 

·procurement policy, National Railways of Zimbabwe and Zimbabwe Post (Private) 

Limited (ZIMPOST) which failed to comply with the VAT Act. Key violations noted for· 

funds were with respect to fund constitutions. 69.6% of state enterprises and parastatals 

audited failed to comply with regulatory or statutory requirements citing viability issues as 

major reasons for failing to fund the payments. Entities experience financial losses due to 

penalties and fines which may be charged by regulatory Authorities. Further in this report 

we discuss the going concern issues in more detail. 

4.1.13 Inadequate supporting documentation 

Every transaction recorded in an entity's accounting system should be supported by the 

appropriate third party supporting document e.g. invoices, statements, goods received notes 

or acknowledgement of receipts. 

In the year under_ review, cases were noted where supporting documents was not availe.d to 

support transactions entered into leading to a scope limitation. Examples of such entities 

include Zimbabwe Revenue Authority (ZIMRA), Allied Timbers Zimbabwe (Private) 
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Limited and Zimbabwe_ Mining Development Corporation (ZMDC). Under -such 

environment fraudulent activities cannot be ruled out. 

: 4.1.14 System varia!lces 

System Vfl.rtancesreiate to differences between the sub-paymaster general account and the .. 

public finance management system or underlying documents. Over the last six years the -

Committee has noted a material improvement in this observation which is highly 

commendable. 

4.2 Other findings 

4.2.1 Going concern issues 

Going concern relates to whether an entity will continue in operational existence for the 

foreseeable future where the foreseeable future is normally the next twelve (12) months. 

The Committee observed that a staggering 3 7% of the state enterprises and parastatals 

audited and analysed had going conc~m issues. _ This was mainly due to the difficult 
.- ·-. . ·;· . : .... 

operating conditions the entities found themselves in. The going concem challenges were . 

notable from some of the following indicators: 

• Negative capital position 

• Incessantlosses 

• Net current liability position 

• Increasing borrowings and payables 

Examples of entities with going concern issues are National Indigenization Economic 

Empowerment Board, Zimbabwe Mining Development Corporation (ZMDC), Civil 

Aviation Authority and Marange Resources (Private) Limited,· _ Infrastructural 

Develop~entBankofZimbabwe (IDBz),-~-o-ict St~r-~geComniis~io~ (CSC) and National-
.. ·-·.-· . : .. 

-Rallways of Zimbabwe (NRZ):, 

4.2.2 Operational issues 
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Coupled with the going concern issue above was the issue of operational inefficiencies 

where entities were failing to deliver value to the general citizenry due to inadequate 

resources. Resources in this case referred to equipment and staff among others. 

4.2.3 Results-based Management (RBM) implementation 

The government introduced a performance management tool for all government 

departments to measure performance of staff in these entities. However, the Auditor 

General noted that this method of monitoring performance was not being fully 

implemented in ministries (16.1 %), and state enterprises and parastatals ( 4.3%). 

4.2.4 Management override of controls 

Management override of controls, though analysed separately in this report, is a subset of 

fraud where management deliberately circumvents internal controls in place mostly for 

personal benefit. The Committee noted cases where management override of controls 

occurred specifically with regards to allowances granted to staff (especially management) 

without proper sanctioning ·either at board (state enterprises and. parastatals) or ministry 

level (ministries); National Social Security Authority (NSSA) and Marange Resources 

(Private) Limited are some of the examples of entities with issues of management 

overriding controls. 

4.2.5 Absence of Service Level Agreements (SLAs) and other agreements 

Lease administration was not being appropriately done in a number of cases noted as 

exemplified by the arrangement between National Oil Infrastructure Company of 

Zimbabwe (NOIC) and Verify Engineering (Private) Limited which was not supported by 

a signed lease agreement. Loan agreements were also not drawn up for loans from 

Ministries to State Enterprises or Parastatals as exemplified by cases in the table below: 

Lender_ . Recipient .. Amount 

(US$) 

Ministry of Transport and National Railways of Zimbabwe 5,500,000 

Infrastructural Development Air Zimbabwe 11,499,781 
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Tel One 4,000,000 

Civil A ·viation Authority of Zimbabwe 10,500,000 

New Vehicle Security Air Zimbabwe. 19,875,976 

Registration . Number Plate 
' ,· .. .,.,,,,' ... ... 

Revolving Fund 

Figure 7 - Sample loans without agreements 

4.2.6 Inadequate project management processes 

Inadequate project management processes- relate to when an entity would have received 

funding for a specific project or programme and yet fail to deliver on that project because 

resources are inappropriately allocated. Case in point is the Ministry of Health and Child 

Care where Public Sector Investment Programmes (PSIP) were not implemented due to 

failure to prioritise fund allocations. The Committee observed that there are projects under 

the department of roads which were inadequately funded. ;: . 

4.2.7 Absence of strategic plans and other governing documents 

The Committee also noted instances vvhere organisations were functioning without 

adequate strategic plans to govern operations or funds were operating without the fund 

constitutions. Such entities include National Social Security Authority (NSSA) and 

Mellofieldde Chemicals {Private) Limited. In the absence-of"strategic plan, Company 

activities may fail to align with its goals and financial resources may not be allocated 

effectively and efficiently. 

4.2.8 Suspense accounts 

A suspense· account exists where accounts are out of balance or funds cannot be allocate~._:. 

·to specific accounts. By nature, suspense accounts i~ply the inaccunicy of the accounts 

and in ~~ditwould lead to a qualification of the said accounts: ill the year under review, 

the Auditor General identified cases where suspense accounts existed even though these · 

cases are less prevalent. 
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4.2.9 Inadequate IT general and applicatiori controls 

IT general and application controls are measures in place to govern how an IT system 

operates. .The Auditor General noted instances where these controls were either non

existent or inadequate particularly in state enterprises where 28.3% of entities reviewed 

had that issue raised. Netone, Cold Storage Commission and Telone are some of the 

examples of entities with inadequate IT general. With non-existence or inadequate IT 

generals systems may be vulnerable to fraudulent activities and unauthorized and 

intentional or unintentional changes to the application by employees may occur. There is 

also. potential loss of data. 

4.2.10 Lack of segregation of duties 

A system of internal control works efficiently where there is adequate segregation of duties. 

The Auditor General noted instances where there was inadequate segregation of duties 

between initiation, custody, and authorisation. Examples of such entities· are Forest 

Commission, Agricultural Bank .of Zimbabwe (AGRIBANK),Grain Marketing Board 
. . . :" . 

(GMB) and Mineral Marketing Corporation (ZMDC). Tn cases where there is no 

segregation of duties errors and irregularities may go undetected. The environment is also 

conducive to fraudulent activities. 

4.2.11 Inadequate management review and reconciliation 

Linke.d to paint 4.2.1 0 above was the issue of inadequate management review and failure 

to perform reconciliations of accounts including bank reconciliations, reconciliations of the 

Sub-Paymaster General Accounts with the Public Finance Management System (PFMS) 

among other things. 

4.2.12 Intermingling of funds 

The C~mmittee observed that t11e Appropriation funds were also intermingled with F~nd 

resources instead of maintaining separate bank accounts and financial records for Funds 

managed by the respective Ministries. This was consistent with prior periods and continues 

to be an issue between Ministries and funds. Ministries are violating Funds Constitutions 

by using Funds resources to meet expenditures normally funded under the appropriation 
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accounts. For example, Ministry ofWomen Affairs, Gender and Community Development. 

took funds from the Zimbabwe Community Development Fund; Ministry of Health and 

Child Care took funds from the Child Welfare; Ministry of Public Service, Labour and 

Sociar·welfa~e· frorri Disabled· Persons Funds· arid· Mirtistry···ar :·Justice~ LegaJ· and · ,. ··. · 

· 'Parliamentary Affairs from. };)risons Service Fund. 

4.2.13 Non-submission of returns 

The C.ommittee noted with concern that returns were not submitted by 22.6% of ministries 
. i~ 

and 9.1% of fund accounts. These include asset certificates, results based management, 

losses of and damage to state property among other returns required per treasury 

instructions. 

5.0 Trend Analysis 

In this section of the report, the Committee analyses how each finding has trended since 

2010 (appropriation accounts) and 2011 (state enterprises and parastatals). This is in an 

·attempt to identify where· improveinents have been noted, in terms.· of internal control : 

fii1dings while also identifying any items that could be deteriorating. 

5.1Appropriation accounts 

The table and graphs below indicate the trends for findings pertaining to appropriation 

accounts. The general trend for key observations is upwards which shows a decline in key 

controls. There was one significant improvement in system variances traditionally noted 

between the sub-paymaster general and public finance management system (PFMS). Of 

note are the following: 

Description ... 2010 J2013 
·- . . .. 

Deteriorations - majcir findings .. 
' 

Management of assets 
... ·-

36.10% 6T.29~, 
p .,, 

Revenue management 13.90% 58.0&% L 
Inadequate supporting documentation 38.90% 51.61% !~ 

!f. 
::, 

:'' 
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Other findings 2012 2013 

Going concern 4.5% 37.0% 

Management override of controls 13.6% 19.6% 

IT general and application controls 9.1% 28.3% 

Management review and reconciliations 4.5% 8.7% 

.tr'-_,!J 
Improvements- major findings 2010 2013,;t ~···:..--

........ "-''--~p~-;,1. 

System variance 86.10% 22.58% 

FigureS -Trends for- Appropriation Accounts · 

Appropri.ation Acco·urd:s -l'\1ajor Fi.l:tdil:tgs 

, ... 
::.:-.:' {:;:····. L 

2 4 7 s 9 10 '12 'l . .:> 
Findings 

t:;; :!0.1.0 ~:~ :20.11. ; ·: 201.2 ·_, 20'1.~"{ 

Figure 9 -Appropriation Accounts Major Findings (2010-2013) 
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Appn~priation Accounts -Other Fir1din.gs 
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Figure 10- Appropriation Accounts Other Findings (2010-2013) 

5.2 State enterprises and parastatals 

ll l 

..... 2012 

' :2013 

The table and graphs below indicate the trends for findings pertainir:.g to state enterprises 

. . and parasta~a1~ .. The gen~ral trendfor key.ob~ervati~n i~ upw~rds \~·hlch.sho~s a dedii1e,." . . .. -. 
. ,, . 

in key controls. There were two significant improvements in policies and procedures and 

·fraud. Of note are the following: 

Description 2010 2013 

Deteriorations- major findings 

Corporate governance 50.00% ;?5,0.87 
) ., 

% ~r 
-~; .. 

A:' 
··~~ 

Cash management 13.30% 36.96% 
..... ~ 

!~ 

Management of assets 16.70% 50.00%; 
r:.\ ~., 

Inventory management 6.70% 32.61%: 
,. 

i': 
~; 

Revenue m~i1agement ... 30.00% 47.83%; 1" " ... -· ··. •' 

Recei\iables management 43.30% . ~·· 56.52%' ~~ .. 
' 

Regulatory compliance 40.00% 69.57%: ~ !; 
'; 

Inadequate supporting documentation .. 16.70% 39.13 . 
: 

. 
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Other findings 2012 

Going concern A.5% 

Management override of controls 13.6% 

IT general and application controls 9.1% 

Management review and reconciliations -

Improvements- major findings 2010 

Policies and procedures 43.30% 

Fraud 20.00% 

Figure-11 - Trends for State Enterprises a.11d Parastatals 

State Enterprises & Parastatals- 1\lajo:r Findings 

-
...... 
c 
-' 

~ ~ :2 .:: 

j r ~~~ 
::E g 

2 

!'\ 

2013 

37.0% 

19.6% 

28.3% 

13.0% 

2013 ,. 
.~ ;.: 
~; 

~~ 

29 20%~: "'>',... • 0·-'>"\-';,:i~;;·, .. 

8.30% 

;:;; 2()10 

L 2011 

82012 

1 1 3 4 .-s 7 s li) '11 12 13 

Finding 

Figure 12- State Enterprises and Parastatals Major Findings (201 0-2013) 
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Sta.te 'Enterprises & Parastatais- Other Findings 

0.5 

_: ·0.-1 

~ 0.23 
'--' 
~ 0~2 .;/.-

0.15 

0.1 

0.05 

0 

'·1' .. 

~ '· . 

6 a ,, 
p £ 

Finding 

Figure 13 - State Enterprise and Parastatals Other Findings (20 10-2013) 

2013 

Please i:l6te_that there is inadequate trend information for funds_forus toprepare a trendana1ysis 

of the sarn·e~ Cmreri.t information is only for 2012 and 2013. 

6.0 Audit Opinions 

The Committee analyzed the performance of entities audited by assessing the audit 

opinions issued. In assessing these audit opinions the Committee looked at the overall 

classifications for .appropriation accounts~ state enterprises and parastatals -and . fund ... 

accounts. The committee with the assistance of Clive and associates compared the audit 

opinions for 2013 in an attempt to interpret the quality of accounting in the public sector 

by category. 

The Auditor General issues an audit opinion on every entity audited. This is highly 

inforrnatiye for theu$ers of the audit reports_. In ~h,e past, a: bl~nket opinion was issued ~or 

.. ;. ···all appropriatiqn· __ arid fund acco"tJnts whi_le state enterprises ahd parastatals received 

different opini~ns per entity. The graph below shows the audit_opinion cqmparatives. 
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2013 Audit Opinions 

DisdaimE>...r 

Qt: <>l ii ied 

Figure 14-2013 Audit Opinions 

From the observation of the graph above, state enterprises and parastatals have the best 

performance in terms of quality of audit opinions with about 87% of the audited ones receiving 

clean opinions., Ho~ever, this does not represent a completet picture in terms of state en~erprises 

as there are some entities which had not produced accounts for audits. This graph should, therefore, 

be read with Appendix A and B which show state enterprises which were not included in this audit 

as they had not submitted accounts for audit and could sway the spread of audit opinions. 

7.0 CONCLUSION AND RECOMMENDATIONS 

7.1 Conclusion 

It is disheartening to note the Auditor General since 2009 has been reporting on the same findings 

which is a clear indication that the recommendation made from year to year are not being 

· · implemented. If anything, the finding.are deteriorating from year to year. The Committee further 

noted with concern that since the enactment of the Public Finance Management of Act in 2009 

Treasury has been reluctant to put in place Public Finance Management Regulations which will 

ensure effective implementation of the provisions of the principal Act. Most of financial 
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misconduct in the public sector cannot be dealt with precisely in the absence of these regulations. 

The Auditor General and the Committee may continue to make recommendations but in the 

absence of consequences for certain actions or inactions by public officials, the status quo is likely 

· to continue unabated. 

As the 2013 and previo~s Audit reports demonstrate, Ftinds· have beco~e objects of ~buse ·by 

Ministries and the intended purpose is not being fulfilled. Government should review the 

performance of the various funds and see whether they are serving a purpose as most of them have 

become an illegal source of additional funding for activities normally funded under the 

Appropriation Account. 

The deterioration of findings by the Auditor General from year to year shows that Ministries are 

not paying heed to issues raised. Going forward, the Auditor General's Reports should inform 

budget allocation to various Ministries. Ministries with outstanding audit issues should have their 

budgets cut as a measure to enforce implementation of audit recommendations. Below are specific 

recommendations on the findings. 

----.·· 

. 7.2 Recomm~ndations 

RECOMMENDATIONS 

7 .2.1 Treasury should by end of June, 20 16,come up with regulations providing specifically for 

various acts of financial misconduct. 

7 .2.2 The Executive must urgently, where applicable, constitute Boards and appoint senior 

Management with the requisite skills to run the affairs of state enterprises and 

parastatals as provided by the Corporate Governance Framework. 

7 .2.3 · All Board Members must declare assets before assuming office and disclosure of interest 

must be ma~e whenever necessary.~:::' < 

7.2A All Accounting officers must appoint Audit Committees by the end of June, 2016 in order . 

to comply with section 84 of the Public Finance Management Act. Failure to implement 

this recommendation is a violation of the provisions of the Act which is punishable in 
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terms of section 91 of the same Act. 

7 .2.5 All entities must put in place key policy documents such as IT, Investment and Risk 

Management policies by the end of the June 2016. Failure to implement this 

recommendation by due date would be in violation of section 44 of the Public Finance 

Management Act which compels accounting authorities to establish and maintain 

effective, efficient and transparent systems of financial and risk management and internal 

controls. Such violation is defined as financial misconduct which calls for the appointing 

authority to institute disciplinary proceedings. 

7.2.6 Failure to properly manage cash and receivables is a clear dereliction of duty on the part 

of the accounting officer and as such accounting officers failing in this regard should be 

dismissed in terms of section 86 of the Public Finance Management Act. 

· 7.2.7 All related party transactions should be reported at the time the transactions are 

concluded and failure to do so constitutes an offence which should be dealt with in terms 
. -

of section 91 of the Public. Finance Management Act. 

7.2.8 All allowances paid to executives and senior management should be reflected on the 

payroll and failure to do so shall be deemed an act of fraud punishable at law. 

7.2.9 The Procurement function in other jurisdictions is decentralized to procuring entities 

while Procurement Authorities play a regulatory function. Government should speed up 

efforts under way to reform the public procurement law and ensure that the new 

regulatiory framework is in place by June 2016. 

7 .2.1 0 Entities should remit statutory and contractual payments to NSSA, ZIMRA and Medical 

Aid contributions to avoid incurring penalties. In cases where such deductions are made 

and remittances are not made, the accounting authorities should be held responsible for 
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any related costs incurred by the resp.ective entity. ·· ·· 

7 .2.11 All Ministries and .Parastatals should. implement R~sults Based.Managem~nt (RB~. ~sa .. 

perforlJ!.ance measurement tool. Rewards should ge linked to good performance. 

7 .2.12 All loans should have loan agreements in place and failure to have an agreement in place 

should_ be treated as an act of non-performance which requires the appointing authority to 

take the necessary action. 

7 .2.13 All entities should have in place strategic plans which are linked to the Results Based 

Management. Failure to do so is in violation of section 46 of the Public Finance 

Management Act which should be dealt with as provided in section 91 ofthe same Act. 

7 .2.14 There should be proper segregation of duties, as lack ofit may create oppotiunities for 
- . ' . . . 

concealment of errors_ and material irregularities: Where there are challenges, there 

should be constant supervision. 

7 .2.15 All reconciliations must be carried out on a monthly basis/timeously. Failure to carry out 

reconciliations should be treated as non- performance on the part of the accounting 

. officers which should call for necessary disciplinary action. 

7 .2.16 Ministries should maintain separate accounts for Appropriation and Fund resources. 

Failure of which constitute financial misconduct which should be dealt with in terms of 

section 91 of the Public Finance Management Act. 

7 .2.17 Financial statements and supporting returns should be submitted on time and failure to 

submit should be a punishable act in terms of section 91 of the Public Finance 

Management Act. 
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7 .2.18 All fraudulent activities should be investigated fully and timeously to establish 

responsibility and ensure appropriate legal and administrative action is taken. 

7 .2.19 All instances involving the abuse or loss of state properties should be properly 

investigated and appropriate action· taken in terms of section 12 ofthe Public Finance 

Management Act. 
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A. . Accounts being finalized as at 31 December 2014 

The table below shows entities whose audits were yet to be finalized as at 31 December 2014 as 
well as the periods that were being audited as at that date. 

Number Public Entitv1 Year 
1 Zimbabwe School Examination Council .• 2013 
2 Agricultural Rural Development Authority 2012 
3 Air Zimbabwe and its subsidiaries 2010 
4 Allied and Health Practitioners Council 2013 
5 Anti-Corruption Commission 2010 
6 Bulawayo School ofHospitality and Tourism 2013 
7 Civil Aviation Authority of Zimbabwe 2013 
8 Environmental Management Agency 2013 
9 Grain Marketing Board 2013-2014 
10 Great Zimbabwe University I 2013 
11 Lotteries and Gaming 2013 
12 Medical Rehabilitation Practitioners Council 2013 
13 National AIDS Council 2013 
14 National Arts Council of Zimbabwe 2013 
15 National Biotechnology Authority 2010-2012 
16 Nati~:mallncome and Pricing CQmmission. 2013 
17 Parirenyatwa Group of Hospitals 2013 
18 Small and Medium Enterprise Development Corporation and . 2013. 

its subsidiary Liteford Engineering 
19 State Lotteries 2009-2011 
20 State Procurement Board 2009-2011 
21 Transmedia 2012 
22 Zimbabwe Academic and Research Network 2011-2013 
23 Zimbabwe Electoral Commission 2012-2013 
24 Zimbabvye Institute of Public Administration I 2013 
25 Zimbabwe Mining Development Corporation and its 2013 

subsidiaries 
26 Zimbabwe National Road Administration 2012-2013 
27 Zimbabwe National Water Authority 2012 
28 Zimbabwe Open University 2012 
29 Zimbabwe Parks and Wildlife Management Authority 2013 

'.\ ·, 

1 The table has been extracted from the Audito'r General's report, Report of the Auditor General for the Financial Year 
Ended 31 December 2013- Narrative Report on State Enterprises and Parastatals, p.347 
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B. Accounts not submitted for audit as at 31 December 2014 

The table below shows entities whose accounts were yet to be submitted for audit- as at J 1 
December 2014 as well as the periods that were outstanding as at that date: 

Number Public Entity2 Year 
1 State Procurement Board 2013 
2 Anti-Corruption 2011-2013 
3 Forestry Commission 2013 
4 National Libraries and Documentation Services 2009-2013 
5 National Handicraft Centre 2009-2013 
6 Zimbabwe Open University 20T3 

2 The table has been extracted from the Auditor General's report, Report of the Auditor General for the Financial Year 
Ended 31 December 2013- Narrative Report on State Enterprises and Parastatals, p.348 
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