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MINUTES OF THE AUDIT COMMITTEE HELD IN THE COUNCIL CHAMBERS, 
MUNICIPAL BUILDINGS ON WEDNESDAY 28THNOVEMBER 2018 AT 4.00PM 
  
 


___________________________ 
 
 
PRESENT: 
 


 Councillor Mlandu Ncube (Chairman)  
 Councillor F. Msipa (Vice-Chairman) 
 Councillor S. Moyo 
 Councillor M. Ncube 


  
      
ALSO: 


 
Acting Chief Internal Auditor 


 
 
BY INVITATION: 


 
Assistant Financial Director  
Acting Finance Manager: Accounting Services 


      
 
APOLOGIES:  
 
   Alderman M. Lubimbi 


Councillor M.V. Chunga 
 
 
 
 
 
MINUTES: 
 
  RESOLVED: 
   
  That the minutes of the meeting held on the 
  23rd October 2018, be confirmed and signed. 
 


(1) CONSIDERATION OF 2015 AUDITED ACCOUNTS FOR THE YEAR ENDED 31 
DECEMBER 2015, AND THE TOWN CLERK’S RESPONSE THERETO 


 
***  The Acting Chief Internal Auditor submitted – attached (28th November, 2018) the 


Town Clerk’s comments on the audit report. 
 


 








CITY OF BULAWAYO



TO: THE CHAIRMAN - AUDIT COMMITTEE



RE: COMMENT ON THE 2015 ANNUAL FINANCIAL STATEMENTS



In response to the Audit Committee's requirements for the Town Clerk's comments in terms of
the Urban Council's Act(29:15) section 307(2),I now comment as follows: -



l. I note that the independent auditor's report is qualified, which indicates that there were a few
issues the Auditor felt were not adequately dealt with in the financial statements. In
subsequent years management will endeavour to address these matters of concern raised by
the Auditor.



2. I would like to comment on the following specific issues raised in the qualified opinion
paragraphs ofthe report by the independent auditor.



2.1 Completeness of trade and other accounts payable.



During the year ended 3l December 2015, mqnagement did not prepare proper
reconciliations of trade and other payables balances and we were unoble to perform
alternative audit procedures in the form of third pqrty confirmations to obtain satisfaction
regarding the completeness ofthese balances and reloted general expenses. Furthermore, as



indicoted in our audit report for the year ended 3l December 2014 dated 4 May 2018, we



were unable to obtain sfficient appropriate evidence to substantiate disbursements



amounting to $489 488 (2013: $512 327) as port of the audit sample testedwhichwas the



bosis for our modifidd audit opinion. The matter which gave rise to the prior year
modification is unresolved. Consequently, we were unable to determine whether adjustments



to trade and other payables and related expenses and the accumulated deficit might be



necessary as at 3l December 2015



Management Comment



Most of the companies could not respond to our request for confirmation as some ceased



operations while others did not bother. Management is concerned about non responsiveness



of creditors.



Current status



Although the reconciliations started during 2015, some companies had not been reconciled
since the system had just started. Management is hoping for an improved reconciliation in the
following years.











2.2 Existence and completeness of Property, plant and equipment



During the year ended 3l December 2015, monagement did not maintain a comprehensive



fixed asset register We were not able to obtain sfficient appropriate audit evidence about
the existence and completeness of property, plant and equipment balances included in the
statement of financial position at $145 765 418 (2014: $137 556 328). This matter olso
caused us to modifu our audit report in the prior year.



Management comment



A section within the department has been assigned to spearhead the compilation of the asset



register on an excel spreadsheet and this is work in progress. The asset list needs to be
updated on issues relating to description, location and names. In that light, other departments
have to be involved to ensure proper accurate information is captured. On assets with no
values, Council would flight a tender in for specific revaluations such as dams, bridges and
reticulation infrastructure. In the meantime, Council wants to ensure the listed assets carry
accurate information expected in an asset register.



Current status



The list is being populated.



2.3 Completeness of Other income - Annual waiting list renewal fees



Included in Other Income is an amount of $576 220 (2014: $497 123) which related to the
annual waiting list renewal fees for stands for which adequate supporting documentation
could not be obtained in the form of the comprehensive updated waiting list and relevant
receipts. We were therefore unable to obtain sfficient appropriate audit evidence to
substantiate the occurrence, measurement and completeness of other income. As a
consequence', we were unable to determine whether any adjustments were required to the



financiol statements arising from unsupported other income. This matter also caused us to
modify our audit report in prior year and is unresolved.



Management comment



Council embarked on a learning visit with a view of minimizing loopholes in the system. As
a result, a new capturing system now provides for the annual capturing of receipts as opposed
to the old system.



Current status



A new system is being implemented.











l-



2.4 Occurrence, measurement and completeness of Royalty Income



In the current year financial statements, Council recognised $10 323 400 (2014: $11 183
690) that related to Royalty Income due from the Zimbabwe Power Company (ZPC). Prior to
June 2008, the Zimbabwe Electricity Supply Authority (ZESA) now troding as ZPC post the
unbundling of ZESA, would pay the Council for the use of the Bulawayo Power Station based
on units consumed by each household. As described in note 34 to the financial statements,
these amounts for royolties resulted from a prior 1987 agreement with the ZPC for
compensation to the Council for loss of revenue afier ZPC took over the distribution of
electricity from Local Authorities. In the absence of ZPC actual household usage statistics
and readings, the royalty revenue was estimated by Council based on the pre-dollarisation
trends. We however could not reliobly measure the amount of revenue recognised and assess
if it is proboble that this income will be recovered. As a result, we were therefore unable to
obtain sfficient appropriate audit evidence to substantiate the occurrence, measurement and
completeness of royalty income. This matter also caused us to modify our audit report in
prior year and is unresolved.



Management response:



There has not been any change in position regarding the Royalty Income. Council is of the



opinion that there is legitimate claim to the income.



Current status:



Council continues to charge the account on a monthly basis.



3. Finally, I note that there was a delay in producing the financial statements and that this will
have an adverse effect on subsequent years. Efforts are, however, being made to improve the
production of audited accounts with a view of bringing them up to date.
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 Audit   2 
 28.11.2018 


 
 
 


Debate ensued 
 
The Chairman, Councillor Mlandu Ncube, asked Audit to explain the Town 


Clerk’s comments and the audit report.  The Chairman, Councillor Mlandu Ncube, 
also informed the other members of the committee that the Financial Director’s 
representatives would also be attending the meeting to proffer explanations on the 
audited accounts.   
 
 Audit explained that the report was on consideration of the 2015 audited final 
accounts for the year ended 31 December 2015 and the Town Clerk’s response.  Audit 
stated that the purpose of the Audit Committee meeting as per provisions of the Urban 
Councils Act, Section 307, subsection 3, was to consider the Town Clerk’s comments 
and the audited financial statements and thereafter, make a recommendation to the 
Council for consideration. 


 
Audit explained that the Town Clerk noted that the Independent Auditor’s 


report was qualified which meant that they were issues in the financial statements 
which the Independent Auditor felt were not properly dealt with.  The issues of 
concern raised by the Independent Auditor included incomplete reconciliation of trade 
and other accounts payable; lack of a comprehensive fixed asset register; insufficient 
supporting documentation for annual waiting list renewal fees and insufficient 
evidence to substantiate the occurrence, measurement and completeness of royalty 
income. 


 
The Town Clerk, in his response, assured the Audit Committee that efforts 


were being made to address all issues raised by the Independent Auditor in order to 
avoid receiving qualified reports in the future. 
 
 The Chairman, Councillor Mlandu Ncube, and the other members of the 
committee expressed concern on the late auditing of accounts.  The Chairman then 
invited the Financial Services representatives to the meeting.  


 
The Chairman, Councillor Mlandu Ncube, welcomed the Financial Services 


representatives.  The Chairman, Councillor Mlandu Ncube, asked about the recurring 
issues on the audit report.  The representatives informed the committee that the delays 
in producing financial statements were the result of lack of direction from the parent 
ministry on how to transition from hyper inflationary years of 2007 and 2008 to the 
multicurrency regime which took effect in 2009.  They also attributed the delays to 
skills flight from the Financial Services Department which left the department 
incapacitated.  To address these challenges the department had embarked on a training 
programme of new staff.  


 
 
 
 







Audit        3 
28.11.2018 


 
 
The Financial Services representatives also told the Audit Committee that as 


part of efforts to deal with the delays in producing the audited accounts, the 2016 and 
2017 audits were being done concurrently and the audit is on course for conclusion by 
the end of the year.  They also explained that there had been some minor adjustment 
on some figures to the accounts that had been submitted to the members of the Audit  


 
Committee which adjustment has still to be reviewed by the Independent Auditor 
before signing off the accounts. This development has had the effect of moving 
forward the completion date by the current Independent Auditor from 30 November 
2018 to the end of the year. 


 
In conclusion the Chairman, Councillor Mlandu Ncube, asked Financial 


Services representatives to speed up the audits so that accounts are brought up to date.  
The Chairman, Councillor Mlandu Ncube, thanked the Financial Services 
representatives for their time.  
 
After the Financial Services representatives left, 
 
Thereafter it was:- 
 
   RESOLVED TO RECOMMEND: 
 


(1) That Council adopt the audited financial accounts for the 
year ended 31 December 2015. 
 


(2) That the Financial Services Department meets their targeted 
deadlines in producing the financial statements of 2016 -
2017. 


 
 


___________________________ 
     The meeting terminated at 4.27pm. 
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MINUTES OF THE AUDIT COMMITTEE HELD IN THE COUNCIL CHAMBERS, 
MUNICIPAL BUILDINGS ON TUESDAY 23rd OCTOBER 2018 AT 4.00PM


___________________________


 PRESENT:


Councillor Mlandu Ncube (Chairman) 
Councillor F. Msipa (Vice-Chairman)
Alderman M. Lubimbi
Councillor M.V. Chunga
Councillor S. Moyo
Councillor M. Ncube
  


ALSO:


Acting Chief Internal Auditor


  (1) CONSIDERATION OF 2015 ACCOUNTS IN TERMS OF URBAN COUNCILS 
ACT CHAPTER 29:15 SECTION 307, SUBSECTION 1 T0 4


The  Acting  Chief  Internal  Auditor  submitted  (23rd October,  2018)  the  abovementioned 
report.


                 







                                                                                    Audit        2
23.10.2018


                  307  COUNCIL’S DUTY RE ACCOUNTS AND AUDITOR’S REPORT       


(1) Upon receipt of the audit report from Town Clerk in terms of subsection (5) of section 
three hundred and six the council shall take note of the report and forthwith refer the 
report to the audit committee established in terms of section ninety-seven.


(2) Upon receipt of the audit report in terms of subsection (1) the audit committee shall  
require the Town Clerk to respond to the audit report forthwith.


(3) The  audit  committee  shall,  within  fourteen  days  of  receiving  the  Town  Clerk’s 
response  or  at  its  next  meeting,  whichever  is  the  later,  consider  the  documents 
referred to in subsection (5) of section three hundred and six and subsection (2), and 
as soon as it  has completed  its  consideration of such documents,  whether  at  that 
meeting or at an adjournment thereof, it shall submit the documents together with its 
own report thereon to the Council.


(4)At  a  meeting  held  within  one  month  after  the  audit  committee  has,  in  terms  of 
subsection (3), submitted its recommendations, the council shall itself consider such 
documents and the report of the finance committee thereon and at that meeting or at 
an adjournment thereof:-


(a) if it  finds the balance sheets and accounts reflect a true and a fair view of the 
financial  position of the council  and its transactions and of the results of trading, 
certify them accordingly under the hand of person presiding at that meeting;


(b)  if the auditor has reported on any irregularities, decide what action should be 
taken in regard to the matters reported upon by the auditor and inform the auditor 
accordingly.


.Debate ensued


The Chairman, Councillor Mlandu Ncube asked Audit to explain the Report.


Audit explained that the report was on consideration of the 2015 final accounts in terms of 
Urban Councils Act Chapter 29:15 Section 307, subsection 1 to 4.  The task of the Audit 
Committee was to make a resolution requesting the Town Clerk to respond in writing to the 
audit report which submission together with the Audit Committee’s recommendation would 
be tabled before the full Council for consideration. 







                        


             


 Audit        3
                                                           23.10.2018


Councillor M.V. Chunga asked audit to explain to the Audit committee why 
the 2015 accounts were being considered in 2018.  


Audit explained that the accounts were behind due to challenges experienced 
on conversion of accounts from Zimbabwean to US dollars in 2009.  There was lack 
of  guidance  from  government  initially  leading  to  the  Council  falling  behind  in 
preparing its financial accounts.  In a bid to catch up, Grant Thornton, the current 
external auditors, had since combined the auditing of 2016 and 2017 financial years 
and are expected to complete both years by 30 November 2018.


Councillor Mlandu Ncube explained that it was a requirement of the law for 
the Town Clerk to respond to issues raised by the external auditors.


Thereafter it was:-


RESOLVED 


(1) That the Town Clerk comment on the audit report forthwith.


     (2) That the Financial Director be invited to the subsequent meeting of the 
Audit Committee to proffer any possible explanations that may arise.


__________________________________


                  The meeting terminated at 4.36pm





po
File Attachment


