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FOREWORD

The Committee on Parastatal Bodies, considered the Report of the Auditor General on the
Accounts of Parastatal Bodies and Other Statutory Institutions for the Financial Year
Ended 31" December, 2023, in accordance with its terms of reference as espoused under
Standing Order 207 (g) of the National Assembly of Zambia Standing Orders, 2024.

The Report of the Auditor General on the Accounts of Parastatal Bodies and Other
Statutory Institutions for the Financial Year ended 31% December, 2023, was conducted in
accordance with the Provisions of Article 250 of the Constitution of Zambia (Amendment) Act,
No. 2 of 2016; the Public Audit Act, No. 13 of 1994; the Public Finance Management Act, No. 1 of
2018, and International Standards for Supreme Audit Institutions (ISSAIs).

Although the Report covers the Financial Year ended 31% December, 2023, the Report also
includes audits covering the Financial Years 2020; 2021; and 2022, for institutions that had
not been audited for those years.

The Committee held thirty meetings to consider both written and oral submissions from the
Controlling Officers and the Chief Executive Officers of the twenty-two Parastatal Bodies
and Statutory Institutions cited in the Audit Report, with technical guidance from the
Auditor-General; the Accountant-General; and the Controller of Internal Audit.
Additionally, the Committee interacted with the Secretary to the Treasury, who was
requested to comment on the Auditor General’s recommendations.

The Report is in three parts: Part I deals with the Auditor General’s comments; responses
from the Secretary to the Treasury and the Committee’s recommendations; Part II captures
the responses from the Controlling Officers on the individual audit queries and the
Committee’s observations and recommendations on the audit queries; and Part III contains
the Committee’s tours and conclusion of the Report.

The Committee wishes to pay tribute to all the witnesses who appeared before it and made
both written and oral submissions. It also wishes to thank the Speaker and the Office of the
Clerk of the National Assembly and her staff, for the services rendered throughout its
deliberations. The Committee is confident that the observations and recommendations
contained in this Report will be favourably considered and fully implemented by the
Executive, in the interest of the Nation.

<Dr Chitalu Chilufya, MP July, 2025
CHAIRPERSON LUSAKA

Note: This Report should be read together with the Report of the Auditor General on the Accounts of
Parastatal Bodies and other Statutory Institutions for the Financial Year Ended 31% December, 2023 available
at Www.ago.gov.zm
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1.0 COMPOSITION OF THE COMMITTEE

The Committee consisted of Dr Chitalu Chilufya, MP (Chairperson); Mrs Mutinta C
Mazoka, MP (Vice Chairperson); Mr Anthony Kasandwe, MP; Ms Julien Nyemba, MP;
Mr Mubita Anakoka, MP; Mr Vumango P Musumali, MP; Mr Stephen Kampyongo, MP;
Mr Brian Mundubile, MP; Mr Herbert Mapani, MP; and Mr Stanley Kakubo, MP.

PARTI

2.0 AUDITOR GENERAL’S COMMENTS, RESPONSES BY THE SECRETARY TO
THE TREASURY AND THE COMMITTEE’S RECOMMENDATIONS

2.1 Auditor General’s Comments

The Report of the Auditor General on the Accounts of Parastatal Bodies and Other
Statutory Institutions for the Financial Year ended 31% December, 2023, had been
produced in accordance with Article 250 of the Constitution of Zambia (Amendment) Act, No. 2
of 2016; the Public Audit Act, No. 13 of 1994 and the Public Finance Management Act, No.I of
2018.

During the audit process, there were various levels at which the Office interacted and
communicated with Controlling Officers and Chief Executive Officers (CEO) whose
accounts were audited. The purpose of this interaction was to provide an opportunity for
the Controlling Officers and CEOs to clarify and take corrective action on the findings of
the audits.

The audit findings mentioned in the Report, therefore, were those that were not resolved
during the audit of the accounts for the Financial Year ended 31* December, 2023, as well
as outstanding matters as reported in the Treasury Minute (Action Taken Report) for the
period 2012 to 2020 from the Ministry of Finance.

In addition, the Report contained audit recommendations aimed at addressing various
findings observed during the audit process.

Submission by the Secretary to the Treasury

The Secretary to the Treasury took note of the Auditor General’s mandate to audit the
Accounts of Parastatal Bodies and Other Statutory Institutions, drawn from various pieces
of legislation.

The Secretary to the Treasury informed the Committee that the Treasury would endeavour
to ensure that all the parastatal bodies and statutory institutions adhered to the Public
Financial Management legislation, in order to achieve zero audit queries whenever they
were audited by the Office of the Auditor General. This would be done through the
continuous sensitisation of these institutions and on the spot monitoring of adherence to
various rules that pertained to Public Finance Management. The Secretary to the Treasury



further informed the Committee that his office had an open-door policy to give advice and
guidance on the implementation of these laws.

The Secretary to the Treasury also appreciated the fact that the Auditor General availed the
Controlling Officers and CEOs draft paragraphs for their comments and confirmation on
the correctness of the findings, therefore, giving them an opportunity to interact with the
auditors before the issuance of the final report. In this regard, Treasury would impress upon
Controlling Officers and CEOs to ensure that they utilised this opportunity fully, in order to
address areas of concern during the audit.

Committee’s Observations and Recommendations

The Committee observes that there is a growing tendency among parastatal bodies and
statutory institutions of not taking the audit process seriously. The Committee notes that
most of the entities fail to provide documentary evidence when it is required, in
contravention of section 11(1)(p) of the Public Finance Management Act, No. 1 of 2018.
Consequently, they request the Auditor General to undertake verification visits which lead
to additional costs that can be avoided. In view of the foregoing, the Committee
recommends that officer(s) that fail to take the audit process seriously should be prosecuted
under section 57 (a) and (b) of the Public Finance Management Act, No. 1 of 2018.

PART II

3.0 CONSIDERATION OF SUBMISSIONS FROM THE CONTROLLING OFFICERS
AND CHIEF EXECUTIVE OFFICERS OF THE TWENTY-TWO PARASTATAL
BODIES AND STATUTORY INSTITUTIONS CITED IN THE AUDIT REPORT

The Committee considered submissions from the Controlling Officers and Chief Executive
Officers under whose portfolios the institutions cited in the Report of the Auditor General
fell. The submissions are as set out below.

3.1 CITIZENS ECONOMIC EMPOWERMENT COMMISSION

3.1.1 Audit Findings

A review of the accounting and other records maintained by the Citizens Economic
Empowerment Commission (CEEC) for the period under review revealed the following
irregularities to which the Controlling Officer responded as highlighted below.

a. Budget and Actual Income

The Controlling Officer submitted that the CEEC faced a critical financial challenge. The
Commission’s capital base was insufficient to support the comprehensive rollout of its
empowerment programmes. Further, the Committee was informed that the operational
budget was inadequate to ensure effective programme management and delivery. The
Commission had on many occasions engaged the Secretary to the Treasury for additional
funding with no success. The latest request was made in September, 2024.



e Empowerment

The Committee was informed that the CEEC faced significant strategic challenges which
hindered its ability to effectively implement its mandate. Therefore, the Commission
intervened through the key economic empowerment pillars namely: Access to Finance;
Equity; Ownership and Control; Preferential Procurement; Skills Development;
Transformation; Greenfield Investments; Corporate Social Responsibility; Good
Governance; and Foreign Direct Investment. The access-to-finance pillar had been the
predominant intervention, almost to the exclusion of the others. The Committee was further
informed that in 2023, the Commission received K362,199,777 from the Treasury against
the 110,765 applications worth K4,281,774,620. The budget submitted to the Treasury by
the Commission considered these citizen funding needs. Regrettably, the funding received
was way below the needs of the citizens.

e Operations

The Controlling Officer explained that the CEEC had encountered operational challenges
since its inception in 2008. These challenges hindered its ability to effectively implement its
mandate. These challenges included limited transportation; insufficient human resources
and equipment; inadequate office space; and insufficient funding. The Committee was
further informed that the 2022-2026 Strategic Plan for the Commission required an
implementation budget of K2,386,909,585 or an average of K477,381,917 per annum. On
the contrary, only K35,210,867 was allocated for operations in both 2023 and 2025 with a
slight increase of K5 million to K40,210,867 in 2025.

Committee’s Observations and Recommendations

The Committee bemoans the operational challenges the CEEC is going through and
therefore, urges the Controlling Officer to ensure that the Commission continues to engage
the Secretary to the Treasury for appropriate funding for effective implementation of the
Commission’s mandate. The Committee will await a progress report on the matter.

b. Audit of Annual Performance

i. Failure to Appoint a Fund Manager
The Controlling Officer stated that section 30 (1) of the Citizen Economic Empowerment Act,
No. 9 of 2006 provided that "the Citizens Economic Empowerment Fund, established under
section 29, shall be vested in the Commission and shall be managed and administered by the
Commission, either by itself, or with such financial institutions and fund managers as the
Commission may appoint for purposes of the Fund.”
The Controlling Officer informed the Committee that prior to the amendment of 2010, the
Commission did appoint other financial institutions as Fund Managers. These included
Investrust Bank; National Savings and Credit Bank; Ecobank; Access Bank; Atlas Mara; FNB;
Micro Bankers’ Trust; and Christian Enterprise of Zambia (CETZAM).

Further, the Committee was informed that after the amendments of 2010, CEEC ended the
practice of appointing financial institutions as Fund Managers and in-sourced the
management of the funds to comply with section 30(1) of the Citizen Economic Empowerment
Act. This notwithstanding, what was being referred to as the Fund was a mere bank account



used to receive and disburse funds annually appropriated by Parliament. This approach was
not sustainable.

Furthermore, the Committee learnt that in September, 2024 the Commission submitted a
concept paper to the Secretary to the Treasury, proposing the establishment of a proper
Empowerment Fund to enable the Commission to effectively fulfil its mandate and drive
economic empowerment. The Commission submitted that the creation of a proper
Empowerment Fund would result in a more sustainable funding model and resolve the
challenges faced by the Commission due to under capitalisation. This initially entailed
providing seed capital for the Fund which would be invested for growth. Income from the
Fund would be used to finance empowerment activities.

Committee’s Observations and Recommendations

The Committee strongly urges the Government to consider reviewing the operations of the
Fund and recapitalising it as a way of resolving the challenges at the Commission. The
Committee will await a progress report on the matter.

ii. Absence of Duration Clause in Loan Processing Stages
The Controlling Officer submitted that loan processing stages lacked a duration clause due
to the unpredictable nature of the releases of funds by the Treasury. Management processed
loans anticipating funding within a specific timeframe. However, Treasury disbursements
often deviated from these projections. Since Management lacked control over funding
schedules, including a duration clause would result in frequent breaches.

The Committee was informed that while loan processing stages lacked specific duration
clauses, the Commission's Service Charter outlined the Commission’s commitment to a 14-
day turnaround for loan applications, contingent upon Treasury funding receipt.

Committee’s Observations and Recommendations

For purposes of accountability, the Committee recommends that the CEEC should put in
place a duration clause that will apply during loan processing based on funds that the CEEC
will have already received. Furthermore, the CEEC should publicise the funding received
and call for applications for loans only when it has been funded by the Treasury. The
Committee will await a progress report on the matter.

iii. Low Rate of Approved Loans

The Controlling Officer explained that the primary constraint on loan approvals was the
availability of funding. During the period under review, the Commission received
K362,199,777 from the Treasury, while facing 110,765 applications totalling
K4,281,774,620. Therefore, only 14,487 loans, amounting to K539,594,764, could be
disbursed. This strategic decision was made to ensure equitable distribution of limited
empowerment funds and prevent the dilution of resources by approving many loans with
significantly reduced amounts.

The Committee was informed that Management would implement a revised application
process to align application volumes with the available empowerment funds for each fiscal
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year. This would minimise the gap between applications received and those approved.
Furthermore, the Committee was informed that Management was appealing for improved
funding through:

e establishment of a Sustainable Empowerment Fund - this would establish a self-
sustaining funding mechanism, reducing reliance on annual Treasury allocations; and

e increased Annual Treasury Funding - the existing funding level was insufficient to meet
the substantial demand from entrepreneurs.

The Controlling Officer explained that the above measures would significantly improve the
Commission's ability to effectively fulfil its mandate.

Committee’s Observations and Recommendations
The Committee urges the Controlling Officer to ensure that the measures as stipulated, to
improve funding are implemented and will await a progress report on the matter.

iv. Non-Performing Loans-Loan Arrears

The Controlling Officer submitted that the primary cause of non-performing loans was the
significant number of loans with expired tenors, particularly those disbursed prior to 2020.
As of 31% December, 2024, analysis revealed that 516 expired loans valued at
K233,284,550.23 and out of these, 282 loans, totalling K69,173,373.34, were statute-barred.
The Committee was further informed that loans became statute-barred after six years, as
stipulated by the Statute of Limitation Act, 1939, for loans secured with movable collateral or
those without collateral. Statute-barred loans were not legally actionable.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to implement robust measures to prevent the
expiry of loan tenors and avert loss of public funds. This is especially relevant in the context
of non-performing loans and loan arrears. The Committee will await a progress report on
the matter.

v. Questionable Partially Disbursed Loans

The Controlling Officer informed the Committee that the partial disbursement strategy was
implemented to expedite citizen access to initial project funding, with the expectation that
subsequent Treasury appropriations would bridge the funding gap. However, the
unpredictable timing and amount of Treasury fund releases resulted in extended delays,
causing the Commission to fall behind on its commitments. The Committee was further
informed that section 7.5.11 of the loan agreement was included to protect borrowers from
incurring debt service obligations before their projects became operational, under the
assumption of shorter funding gaps.

Given the adverse outcomes of this approach, the Commission had discontinued the
practice of partial disbursements. During the meeting held on 28" March, 2025 the
Management Credit Committee resolved to review, approve, and activate all partially
disbursed loans, subject to current borrower eligibility, as project risk profiles might have



changed; and disbursed remaining balances for approved loans. The Committee was
informed that moving forward, phased funding would be limited to milestone-based
projects on a case-by-case basis, only when funds were pre-allocated. Loans would be
activated upon the first disbursement. The Credit Manual would be amended to reflect
these changes.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that partially disbursed loans are
fully disbursed and recovered according to terms and conditions. The Committee will await
a progress report on the matter.

vi. Disbursed Loans with Zero Repayments
The Committee was informed that the Presidential Arts Development Empowerment
Scheme (PADES) was not a CEEC-initiated programme. CEEC was tasked with the
disbursement and monitoring of these loans, which were assessed and approved by the
National Arts Council before being transferred to CEEC. Therefore, of the total loans, fifty-
three were fully disbursed, while eight-seven remained partially disbursed, with a total
disbursement of K25,547,958.66.

The Committee was further informed that the vetting and approval process employed by the
National Arts Council differed from CEEC's standard procedures. This discrepancy became
evident during monitoring, as some beneficiaries appeared unaware that the disbursed funds
constituted loans. Furthermore, some of the beneficiaries had been untraceable since
disbursement.

In view of the foregoing, CEEC had implemented recovery measures for the PADES
portfolio, including issuing demand letters and reporting suspected fraudulent activities to
law enforcement agencies. As a result of these efforts, K487,148.97 had been recovered.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that the loans are recovered
according to terms and conditions, particularly those loans with zero repayments without
fail. The Committee further urges the Controlling Officer to conduct due diligence and
proper screening of loan applicants for PADES. The Committee will await a progress report
on the matter.

vii.  Outstanding Loans with Expired Loan Tenures
The Controlling Officer submitted that a significant portion of these loans was disbursed
prior to 2022, during a period of severely constrained Commission operations. At that time,
the Commission operated with less than 40 per cent of its required staff, limited funding,
and no operational vehicles for monitoring purposes. Consequently, many loans became
statute barred. These legacy loans presented significant challenges due to incomplete
records, deceased promoters, and legal limitations on recovery.

The Controlling Officer further informed the Committee that the Commission had
implemented the measures set out below to improve loan recovery for loans with expired
tenures.



= Public Notice - in February, 2023 a list of defaulting clients was published in the
Zambia Daily Mail to facilitate contact, as many clients had outdated contact
information.

= Legal Guidance - the Commission sought legal guidance from the Attorney General
regarding statute-barred loans. The Attorney General clarified that loans secured by
landed property had a twelve-year statute of limitation, contrary to the Commission's
initial 6-year interpretation. As a result, thirty-one loans, totalling K17,709,454.58,
were reclassified as non-statute-barred and had been submitted to the Legal
Department for litigation.

= Debt Collection - in August, 2023 debt collectors were engaged to assist in loan
recovery. Demand letters were issued, and non-responsive cases had been referred to
the Legal Department for legal action.

e Credit Reference Bureau (CRB) Listing - the Commission was currently listing all
expired loans with the CRB to restrict borrowers from obtaining credit elsewhere
until their CEEC debts were settled.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to implement a robust loan management
system to effectively recover outstanding loans with expired terms. This system should
streamline loan processing, track repayments, and enable proactive risk management. The
Committee will await a progress report on the matter.

viii. Failure to Reconcile Suspense Account

The Controlling Officer explained that the increase in the suspense account balance prior to
2022, was primarily due to severe operational constraints stemming from high staff
turnover. The Commission operated with less than 40 per cent of its required staff, leading
to failure to reconcile accounts effectively. Consequently, the suspense account balance
escalated from K34,417,070.17 as of 31* December, 2012 to K55,933,433.13 as of 31*
December, 2020. The Committee was further informed that insufficient transaction
narrations on deposits made it challenging to identify and allocate funds from bank
accounts to client accounts.

The Committee was informed that since 2022, the Commission had made substantial
progress in reconciling transactions within the suspense account. Notably, a 10 per cent
reduction (K4,645,949) was achieved in 2023, despite a 120 per cent increase
(K396,872,189) in the loan book.

Additionally, a dedicated team was assembled to rectify loan book records, resulting in a
significant 67.3 per cent reduction in the suspense account balance from K42,428,454 as at
31% December, 2023 to K13,874,234 as at 31* December, 2024. In addition, the
Commission was committed to fully resolving all issues related to the suspense account. To
further enhance reconciliation efficiency, a new Loan Management System (LMS) was
being implemented, which would utilise unique client references for deposits, enabling
automated reconciliations.



Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to prioritise the reconciliation of the suspense
account to address the financial management concerns and ensure that the suspense
account are reconciled on a regular basis. The Committee will await a progress report on
the matter.

ix. Management of Repossessed Assets
Status of Repossessed Assets

No. of | Outstanding
No. Status Description Assets |Loan Amount K |Comment
1 Repossessed Assets 46 38,191,280 The matter is still in court
Under litigation
2 Sold Repossessed 17 14,883,500 The Commission only provided
Assets 7 of the 17 with sale values.
3 Repossessed Assets 10 10,878,122 The Commission had not
Held for Sale provided the valuation
reports.
Assets whose status is The Commission didn’t provide
4 Unknown 25 16,290,999 Records on whether the
assets had been repossessed
or not.
TOTAL 98 80,243,901

The Controlling Officer explained that number one in the table had listed forty-six
properties and classified them as repossessed assets under litigation. However, properties
might only be classified as repossessed after judgment had been delivered in favour of the
Commission and repossessed by the Commission. Therefore, the forty-six properties listed
as repossessed should be classified as not having been repossessed as the said matters were
still active in Court.

Committee’s Observations and Recommendations
The Committee will await a progress report on the outcome of the court proceedings.

¢ Failure to Recover Loan Amounts from Sale of Assets
The Committee learnt that the sale of repossessed property did not fully cover the
outstanding loan amount. In such instances, even after pursuing guarantors and initiating
legal action, a residual balance remained. The Commission maintained these outstanding
balances and continued to pursue borrowers for recovery.

The Committee was further informed that the repossessed properties were sold to mitigate
losses. However, properties that remained unsold were publicly advertised. In some cases,
the bids received were below the forced-sale value, hindering immediate disposal.



The status of outstanding loans secured by repossessed assets was as follows:

Outstanding Loans Secured by Repossessed Assets

Outstandin
Outstandin | Amount from | g loan after
Judgment | Loan g Loan the sale of sale of Repossesse
S/mo | Client Date amount Amount Property property d assets
Salunjinga | Not
1. Farm Provided 200,000.00 180,826.00 56,000.00 124,826.00 Bare Land
Orbit
Technologi | Not Industrial
2 es Provided 2,000,000.00 | 1,951,760.00 | 1,100,000.00 851,760.00 Yard
Residential
3 Chikunto 6/23/2023 | 870,000.00 1,018,281.47 | 870,000.00 4,828.40 Property
Not Residential
4 Metez Ltd | Provided 424,796.00 350,000.00 Property
Jubert
Time Not Residential
5 Investment | Provided 1,950,000.00 | 1,404,183.85 | 1,300,000.00 104,183.85 Property
Quality
Tooling
Accessorie | Not Residential
6 s Provided 1,000,000.00 | 1,010,000.00 | 120,000.00 890,000.00 Property
Fish
Hatchery,
Milling
Si-Gold Plant and
General Office
7 Dealers 11/2/2022 | 2,067,342.58 | 2,500,000.00 | 2,500,000.00 0 Block
TOTAL 8,512,138.58 | 8,065,051.32 | 6,296,000.00 1,975,598.25

The Controlling Officer stated that Management was actively pursuing multiple strategies to
expedite the disposal of repossessed properties. These options included:

11.

Rental Strategy - exploring the feasibility of renting out properties to generate
income while awaiting sale; and
Engagement of Sales Agents - partnering with experienced sales agents to

facilitate timely property disposals.




The Committee was further informed that to ensure efficient management and disposal of
these assets, a Property Manager had been recruited. The Property Manager’s
responsibilities included overseeing both the rental and sales processes. In cases where
immediate sales would not be achievable, the Property Manager would prioritise renting
out the properties.

Committee’s Observations and Recommendations
The Committee notes the corrective measures that have been implemented and resolves to
await a progress report on the matter.

e Failure to Take Possession of Foreclosed Assets
The Controlling Officer explained that the Commission’s ability to execute timely
repossessions was significantly hindered by delays in Treasury disbursements. Furthermore,
appeals against court judgments in favour of the Commission impeded the repossession
process. For example, in the case of Chilola Intertrade, the Commission was compelled to
refund the buyer due to a subsequent appeal following the repossession and sale.

Seven out of the listed twenty-four were paid in full and discharged, leaving a total of
seventeen. Six out of the seventeen properties were repossessed, leaving a balance eleven.
Six were yet to be repossessed, leaving a balance of five. Two clients were paying according
to Judgment, one was Nulla bona, one was defunct while one was active in Court and one
was duplicated.

Committee’s Observations and Recommendations

The Committee expresses concern over the failure by CEEC to take possession of all the
foreclosed assets and urges the Controlling Officer to ensure that CEEC implements
measures to resolve this matter and will await a progress report on the matter.

c. Missing Parameters on Issued Loans

Regarding loan disbursement and system loading of loans, Management clarified that all
fully disbursed loans included disbursement dates, and repayment schedules as outlined in
the amortisation schedule. This did not apply to partially disbursed loans. Further, of the
664 projects in question, 612, were partially disbursed and were loaded into the system. The
remaining fifty-two were PADES loans, which were yet to be loaded. Partially disbursed
loans lacked start dates and repayment schedules, as the Commission policy repayment
only commenced when projects were fully funded and operational.

Furthermore, the Commission decided to discontinue the practice of partial disbursements.
During a meeting on 28" March, 2025 the Management Credit Committee resolved to
review, pay and activate all partially disbursed loans. Subject to borrowers still qualifying,
given that project risk profiles might have changed, the remaining balances would be paid
out and loans activated.

Going forward, only borrowers with milestone-based projects would be funded in phases
with pre-allocated funds. Loans would be activated at first disbursement. The Credit
Manual was to be amended to effect this change. The Committee was informed that for
loans not loaded into the system but were fully disbursed, the process of loading had
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started, and they would all be loaded before the end of April, 2025.

Committee’s Observations and Recommendations

The Committee observes that the Commission initiated partial disbursements without
sufficient funds to finish the payments. It is of the view that this could be the reason for the
missing parameters. The Committee recommends that the Commission should ensure that
all disbursements are fully completed and avail supporting documents to the Office of the
Auditor General for audit verification. The Committee resolves to await a progress report
on the matter.

d. Failure to Recover Loans and Sustain the Revolving Fund

The Controlling Officer submitted that PADES was not a CEEC initiative and was placed
upon CEEC for disbursing and monitoring purposes. The loans were assessed and approved
by the National Arts Council, then passed to CEEC for disbursement and monitoring. Fifty-
three loans were fully disbursed, and eighty-seven loans were still partially disbursed. The
total amount disbursed was K25,547,958.66. The vetting and approval process appeared to
be at variance with the CEEC standard as was revealed during the monitoring stage where
some clients seemed not to be aware that the disbursed amounts were loans. Some clients
had never been traced since disbursement.

Nonetheless, the Committee was informed that CEEC had implemented some measures to
recover the PADES portfolio such as writing demand letters and reporting some clients to
the law enforcement agencies for possible fraud. A total of K487,148.97 had been repaid
because of these efforts.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that the loans are recovered
according to terms and conditions, particularly those loans with zero repayments without
fail. The Committee further urges the Controlling Officer to conduct due diligence and
proper screening of loan applicants for PADES. The Committee will await a progress report
on the matter.

e. Missing Information from the Loan Beneficiary File

The Controlling Officer explained that the Commission employed a dual file management
system, utilising both manual and electronic storage. This hybrid approach had resulted in
instances where certain documents were not present in physical files.

To address this issue, Management had initiated a project to print and file all electronic
documents. To date, ninety-eight files had been updated with the necessary documentation.
Further, the Commission had procured a robust Loan Management System (LMS)
designed to integrate the manual and electronic filing systems into a single, unified
platform. This LMS was expected to eliminate future discrepancies and ensure
comprehensive document management.
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Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to come up with robust measures to prevent
such occurrences in future. The Committee also directs the Controlling Officer to avail
supporting documents to the Office of the Auditor General for audit verification and will
await a progress report on the matter.

f. Internal Control Weaknesses — Information and Communication Technology
i. Systems Failure to Accurately Age Loans

The Controlling Officer submitted that the system previously had inaccuracies in computing
loan aging and classifying loans. This led to potential misalignment with regulatory
requirements and operational inefficiencies in loan portfolio management and debt
recovery. The system was previously configured for monthly, biannual and annual
repayment frequencies. The introduction of the agriculture empowerment product in 2022
which had a quarterly repayment frequency caused the anomaly.

The Controlling Officer further informed the Committee that the ICT Unit had enhanced
the system to ensure accurate computation of loan aging and proper classification of loans
as per BoZ standards. The updated system was able to age loans with a quarterly repayment
frequency which was causing the anomaly.

Committee’s Observations and Recommendations
The Committee resolves to close the matter, subject to audit verification.

ii.  Failure to Adopt ICT Standards and Frameworks

The Controlling Officer submitted that the absence of a structured IT governance
framework resulted in gaps in IT service delivery and management, potentially affecting
efficiency, compliance, and alignment with organisational objectives. This was caused by
lack of funding to facilitate the training of IT staff.

In this regard, Management had initiated the adoption of the COBIT framework for IT
Service Delivery and Management. Additionally, all ICT Unit staff would undergo COBIT
Framework training as outlined in the Approved 2025 work plan and budget to enhance IT
governance and operational effectiveness.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to prioritise the full implementation of the
COBIT framework and ensure that all ICT staff receive the necessary training as planned.
The Committee will await a progress report on the matter.

iii. Lack of Integration Between Loans Management and Accounting Systems

The Controlling Officer explained that the existing Loan Management System lacked full
integration with other key systems, leading to inefficiencies in information retrieval,
disbursements, and loan repayment collection. The Committee was further informed that
access to Finance Directorate, in collaboration with Finance and IT staff, ensured that all
empowerment disbursements were accurately captured in the LMS. Additionally, funding
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had been secured for the implementation of a new, proficient end-to-end Loan Management
System, which had reached the functional review stage.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to expedite the implementation of a new
robust Loan Management System to address the lack of integration between loan
management and accounting systems. The Committee will await a progress report on the
matter.

iv.  Use of Unsupported Software — Reached End of Support and Life

The Controlling Officer explained that the outdated operating systems posed security
vulnerabilities and reduced system performance. The operating systems were not updated
because of inadequate funding. In this regard, Management recommended upgrading user
operating systems to Windows 10/11 Professional and procuring new laptops or desktops
where necessary. Additionally, the ICT Unit was upgrading its server operating system
from Windows Server 2012 R2 to Windows Server 2025 Data Centre, which had been
procured and delivered for storage, ensuring enhanced security, performance, and system
compatibility.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to prioritise funding for software upgrades
and replacement to ensure continued security, compliance, and operational efficiency at
CEEC and will await a progress report on the matter.

3.2 INDUSTRIAL DEVELOPMENT CORPORATION

3.2.1 Audit Findings

An examination of accounting and other records maintained at the Industrial Development
Corporation Headquarters for the financial year ended 31* December, 2023 revealed the
following irregularities to which the Controlling Officer submitted as highlighted below.

a. Annual Performance
i. Budget and Income
¢ Delays in Collecting Shareholder Interest and Loans

The Controlling Officer explained that delays in the repayment of shareholder loans by
some Industrial Development Corporation (IDC) subsidiaries were attributed to unexpected
operational performance challenges and liquidity constraints experienced during the period
under review. These challenges prompted the companies to request restructuring of the
debts by conversions of shareholder loans to equity and payment moratoriums until
liquidity was improved.

Shareholder loans were one of the ways through which IDC gave working capital support to
its subsidiaries and so at any point, there would be outstanding shareholder loans to
subsidiaries. To address the financial and operational challenges, IDC implemented the
following corrective measures:
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e close supervision and oversight of subsidiaries through Performance Management
Contracts (PMCs) signed with the Boards and Management of the companies; and

e reorganisation of capital structures in some subsidiaries to unlock funding and
enhance productivity.

For example, in 2024 the Infratel Limited’s shareholder loan, amounting to K622 million
was restructured and converted to equity to match the nature of the investment into the
company and to provide interest relief with K126 million in accrued interest to be
restructured to paid over a five-year period.

Committee’s Observations and Recommendations

The Committee observes that delays in the repayment of shareholder loans weaken the
IDC'’s revenue position and limit its capacity to reinvest in new ventures. The Committee
urges the IDC to develop a clear shareholder loan recovery policy with enforceable terms,
structured repayment schedules, and periodic performance-linked reviews. The Committee
further urges the Controlling Officer to establish a centralised mechanism to monitor
liquidity trends and flag early warning signs of financial distress among subsidiaries to allow
for timely interventions. The Committee will await a progress report on the matter.

ii. Failure to Achieve Annual Performance Targets
e Percentage Revenue Growth — Group

The Controlling Officer informed the Committee that the main reason for the non-
attainment of revenue growth targets by the cited IDC subsidiaries was due to inadequate
funding required to drive the targeted revenue growth. This revenue growth was premised
on the availability of additional working capital required to increase operating capacity,
especially for the recently acquired companies such as Zampalm; Superior Milling; and
Mununshi Fruit Company, which needed capital injection. The IDC was constrained in
providing this funding during the period under review due to limited availability of
investment funds.

The Committee was further informed that the IDC had started utilising additional sources
of project and equity finance such as loans; project finance; grant finance; bonds to raise
capital to finance the working capital gaps and capital investment needs in the companies
which had been limiting their ability to attain revenue growth targets. There had also been a
more focussed drive on increasing dividend and management fee income to increase the
pool of funds available to finance this revenue growth ambition. The IDC had also been
providing support and guidance to these subsidiaries through the Performance Management
Contracts (PMCs) through which there was continuous engagement with subsidiaries,
particularly those not performing well, on ways to improve performance.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to adopt a long-term capital mobilisation plan
with clear targets; timelines; and identified instruments tailored to subsidiary needs. The
Committee further urges the IDC to consider equity-based strategic partnerships to
accelerate commercialisation and market expansion. The Committee will await a progress
report on the matter.
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e Percentage Growth Target of Non-Dividend Revenue
The Controlling Officer informed the Committee that Times Printpak was restructured
during the period under review and had its operations transferred to Zambia Daily Mail.
The decline in Zam-Cargo revenue was due to challenges with reduced cargo volumes
coming out of the COVID-19 pandemic.

The Committee was further informed that Management had formulated a strategic
transformation plan which outlines ways in which the IDC would broaden its revenue base,
including income expected to accrue from the Wealth Fund to be established. The
Controlling Officer informed the Committee that key governance and legislative changes
had been implemented to enable this transformation. The diversification into the Wealth
Fund income streams would be implemented in 2025 going forward. Continued subsidiary
transformation had seen revenue in companies like Zam-Cargo which recorded revenue
growth of 145 per cent between 2023 and 2024, resulting in a profit and a first ever dividend
declaration.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to operationalise the Wealth Fund with
defined revenue generation benchmarks; risk management frameworks; and a transparent
governance structure to ensure timely and effective implementation. The Committee will
await a progress report on the matter.

e Capital Raise for IDC Project Pipeline
The Controlling Officer submitted that while the IDC made significant efforts to meet the
funding requirements of the projects, several factors hindered the achievement of this target,
such as limited balance sheet capacity; lack of sufficient collateral; and at the time,
insufficiently funded project preparation processes; and delays in consolidated group
financials, which were required for review by the financiers.

The Committee was informed that the IDC had since developed a capital raise strategy that
sought to diversify funding sources and exploit innovative financing structures and
mechanisms to meet the requirements of the project pipeline. It had also adopted the
approach of prioritising projects that demonstrated the greatest financial and strategic
impact. Further, IDC’s financial statements had been audited up to the year ended 31*
December, 2022.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to expedite the completion and publication of
audited financial statements for 2023 and beyond, to ensure that financiers have confidence
in its financial position and governance practices. The Committee will await a progress
report on the matter.

e C(Capital Raise for Subsidiary Transformation
The Committee was informed that the critical factors that affected the ability to attract the
necessary funding included lack of project readiness, absence of audited financials, limited
balance sheet capacity, and insufficient collateral.
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The IDC had initiated measures aimed at improving the financial health and operational
readiness of its subsidiaries to enhance agreement with Strategic Equity Partners, including:

i. IDC financial statements had been updated up to 2022 which had significantly
helped address a concern raised by potential investors and cooperating partners.
Audited Financial statements for 2023 and 2024 were targeted to be signed by
30" June, 2025;

ii. strengthening Financial Reporting: Ensuring all subsidiaries maintained up-to-
date audited financial statements to enhance credibility and investor confidence.
This would be aided by the implementation of a group wide financial reporting
system in 2025 which would help simplify the process, improve timelines and
enhance oversight;

iii. Building Balance Sheet Capacity: Exploring innovative funding structures and
leveraging group synergies to bolster financial standing;

iv. Improving Project Readiness: Establishing robust project management
frameworks to ensure projects meet the readiness criteria required by financiers;
and

v. Subsidiary Transformation Intervention Plan: IDC had formulated a
comprehensive roadmap for the transformation of its subsidiaries. This plan
focused on recapitalising and revitalising subsidiaries deemed critical to national
development.

Committee’s Observations and Recommendations

The Committee urges the IDC to prioritise audit completion of the 2023-2024 audits by the
3" Quarter of 2025 and make the reports publicly accessible to increase transparency for
potential equity partners and lenders. The Committee will await a progress report on the
matter.

e Delays in Operationalising Greenfield and Brownfields Projects
The Committee was informed that the operationalising of greenfield and brownfield projects
under the IDC had experienced significant delays, which were attributed to lack of sufficient
financial resources required to complete the final stages of the projects.

To address the funding shortfall, various financing options were being explored, including
engagement with strategic equity partners and collaboration with key stakeholders, such as
the uniformed forces, to support the operationalisation of core venture farms linked to the
project companies. The Committee was further informed that despite these challenges, some
progress had been made. The Kalene Hills Fruit Company was successfully commissioned
and became operational in September 2022, while the Chitambo project was commissioned
in August, 2024.

Committee’s Observations and Recommendations

The Committee urges the IDC to intensify efforts to secure adequate funding by proactively
engaging with potential strategic equity partners, development finance institutions, and
other alternative financing sources. The Committee further urges the IDC to establish a
robust project monitoring and evaluation system to track progress, identify obstacles early,
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and ensure timely execution of greenfield and brownfield projects and will await a progress
report on the matter.

e Non-Adherence to Project Implementation Timelines - Delayed Completion of
Projects

The Controlling Officer explained that non-adherence to project implementation timelines
was attributed to the corporation not having sufficient funds during the period under review
to fund the completion of these projects. To address this challenge, the IDC was
implementing a strategy of onboarding Strategic Technical and Equity Partners with proven
experience and financial capability. Additionally, funding was being mobilised from
internally generated funds to complete the projects construction and operationalisation.

Committee’s Observations and Recommendations

The Committee urges the IDC to formalise and expedite the strategy of onboarding
Strategic Technical and Equity Partners by establishing a clear framework for partner
selection, due diligence, and engagement to ensure that only financially capable and
experienced partners are brought on board. The Committee will await a progress report on
the matter.

iii. Performance of the Industrial Development Corporation Subsidiaries
a. Profitability of the Industrial Development Corporation Subsidiaries
The Controlling Officer explained that the major contributors to the group loses, comprising
97 per cent of the total amount, were ZCCM-IH; Zamtel; Zambia Railways; and Infratel
Limited. The breakdown was as follows:

e ZCCM-IH loss was largely driven by Mopani Copper Mines Plc, which remained
non-operational for most of the year and therefore, did not generate sufficient
revenue to cover operational costs.

o Zamtel losses were attributed to a lack of capital investment required to upgrade and
modernise the network, which in turn limited the Company’s ability to expand its
subscriber base and increase revenue.

e Zambia Railways continued to be impacted by the poor performance due to
deteriorated rail infrastructure, as well as a shortage of wagons and locomotives.

e Infratel Limited was still in its startup phase during the reporting period, it incurred
losses while ramping up to full-scale operations.

The Committee was informed that the IDC had implemented a Subsidiary Transformation
Framework aimed at transforming loss-making entities toward sustainable profitability. As
part of this framework, it continued to undertake turn-around initiatives such as cost-cutting
measures, cost containment strategies, and investments in modern technology to increase
revenue and profitability.

The corrective actions set out below had been undertaken by key subsidiaries.

e A Strategic Equity partner was brought on board for Mopani Copper mines, and
the subsequent recapitalisation and other reforms would address the losses that
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were attributed to the poor performance on Mopani on the ZCCM-IH group
results. As a result of these interventions, ZCCM-IH was forecasted to record a
profit for the financial year ended 31* December, 2024, alongside Mopani.

e ZAMTEL had addressed the balance sheet structural issues which resulted in the
failure to raise funds for investment in upgrading the network. Following the
payment of some legacy debt and the reimbursement from the Government for
costs incurred on non-performing social sites, the Company was now in a
position to raise funds to invest in a network upgrade project which would restore
revenues and drive profitability over the next five years. Zamtel recorded a profit
for the year ended 31st December 2024.

e Infratel had been in a start up phase in which it had been setting up the
operations and establishing a market position. For the year ended 31* December,
2024 Infratel had recorded a profit of K108 million. The Company was well
positioned to deliver improved profitability going forward.

e Zambia Railways continued to pursue a number of options to restore profitability
including grant financing from cooperating partners and strategic equity partners
to invest in the rehabilitation of the track as well as rolling stock. The allocation
of K100 million in the 2025 National Budget for track rehabilitation would
significantly contribute to improving the condition of the railway line and the
Company’s overall performance.

Committee’s Observations and Recommendations

The Committee urges the IDC to enhance its implementation and monitoring of turnaround
plans for its portfolio companies. The Committee further urges the Controlling Officer to
prioritise and expedite efforts to mobilise capital and establish strategic partnerships and will
await a progress report on the matter.

b. Balance Sheet Status of Subsidiaries
The Controlling Officer informed the Committee that significant debt, mainly denominated
in foreign currency was the main driver behind the net liability positions recorded by the
IDC subsidiaries in the findings. This situation was further worsened by the depreciation of
the Kwacha, which increased the value of the liabilities. Additionally, poor operational
performance in several subsidiaries led to liquidity challenges, resulting in an inability to
settle liabilities and thereby contributing to the net liability position.

The Committee was further informed that the transformation framework being
implemented encompassed various interventions aimed at restoring sustainable profitability
and strengthening the balance sheets of the affected subsidiaries. A structured approach had
been adopted to balance sheet restructuring which encompassed equitisation, liquidation of
non-performing assets, write-offs or settlement of on-lent government loans, conversion of
loans to equity, and onboarding of strategic equity partners.

As at 31* December, 2024 the financial positions of the subsidiaries cited were e as follows:

e ZCCM-IH - The net liability position of K5.9 billion had been reversed to net

asset position of K5.0 billion following the conclusion of the Mopani
transaction.
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e Zamtel — The net liability position of K1.8 billion had been reversed to a net
position of K218 million following the K1.5 billion profit recorded during the
year and the settlement of the outstanding debt.

e Zambia Daily Mail — The position had deteriorated to a net liability of K112
million due to a loss recorded in 2024.

e Superior Milling — Had recorded an improvement with liabilities reduced to
K69 million following a profitability financial year.

e Mukuba Hotel — Had recorded a slight deterioration of K1 million due to a
K916,000 loss during the year.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to actively manage potential losses from
fluctuating foreign exchange rates by implementing strategies to mitigate these risks. The
Committee further urges the Controlling Officer to continue implementing the structured
approach to balance sheet restructuring, focusing on equitisation, write-offs, and the
conversion of on-lent government loans into equity where viable. The Committee will await
a progress report.

c. Working Capital Position of the Industrial Development Corporation
Subsidiaries
The Controlling Officer explained that poor capitalisation across the majority of IDC
subsidiaries had resulted in degradation in financial performance. This had contributed to
tight liquidity positions and ultimately led to negative-working capital.

To address this, the IDC had continued implementing a transformation framework, which
included equitisation of subsidiary balance sheets; liquidation of non-performing assets;
write-off, settlement, or conversion to equity of on-lent Government loans; and onboarding
of strategic equity partners.

In addition, implementation of the transformational framework with the IDC Group had
strengthened the governance structures of the subsidiaries and enhanced the oversight and
supervision of subsidiaries through a robust Performance Management System to ensure
that the Boards and Management undertake timely initiatives to turn around the
subsidiaries. These included targets to reduce operational costs; aggressive collection of
receivables; and negotiating payment terms for payables.

Committee’s Observations and Recommendations
The Committee strongly recommends that the IDC should prioritise capital injection
through strategic partnerships. The Committee will await a progress report on the matter.

d. Dividend Declaration by IDC Subsidiaries
The Committee was informed that the failure of several IDC subsidiaries to declare
dividends was largely due to high-cost structures resulting from accumulated debt and poor
operating performance. Dividend declarations were also constrained by the need to ensure
sufficient cash availability and maintain reserve levels that support long-term financial
sustainability.
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The Committee was further informed that through the ongoing transformation framework,
the IDC had strengthened the governance structures and enhanced oversight and
supervision of the subsidiaries. Performance Management Systems included targets for turn-
around initiatives such as cost cutting and cost containment and investment in new
technology. These were aimed at increasing revenue levels and profitability of subsidiaries,
thereby making it possible for dividend declaration. These measures would help companies
that had negative reserves due to losses restore these reserves to positive and resume
dividend declaration.

Committee’s Observations and Recommendations
The Committee resolves to await a progress report on the matter.

e. Compliance of Subsidiaries with the Companies Act - Financial Reporting
The Controlling Officer explained that delays in resolving legacy issues affected the timely
preparation and audit of financial statements for some IDC subsidiaries. Additionally, eight
out of fourteen subsidiaries were project companies that lacked qualified finance personnel,
making it difficult to successfully audit financial statements.

The Controlling Officer informed the Committee that the IDC had embedded statutory and
regulatory compliance as a key aspect of the Performance Management Contracts signed
between the IDC and the Boards of the subsidiaries. Performance against this contract was
reviewed semi-annually, and corrective interventions were made where non-compliance was
noted to ensure alignment. The IDC was working with the Boards and Management of
affected entities to ensure that the outstanding audits were closed. In addition, the
implementation of a group wide financial reporting system in 2025 would enhance
oversight, simplify process and ensure timely production of financial statements in the IDC
Group. Additionally, appropriately qualified finance staff were engaged in project
companies to ensure audit of the financial statements.

Committee’s Observations and Recommendations

The Committee finds the response unacceptable and is concerned that non-compliance with
the Companies Act regarding financial reporting continues to be a challenge for several IDC
subsidiaries. In this regard, the Committee strongly urges the IDC to set clear timelines and
consequences for failure to comply with statutory financial reporting requirements,
including escalation to the IDC Board for persistent non-compliance. The Committee will
await a progress report on the matter.

iv. Tax Indebtedness of the Subsidiaries
The Committee was informed that the persistent debt burden and liquidity challenges
compounded by poor performance had affected the ability of several IDC subsidiaries to
liquidate their tax obligations promptly. These amounts included penalties and interest for
late payments.

The Committee was further informed that ongoing transformation efforts across the

subsidiaries were beginning to yield positive results in both profitability and liquidity, which
would enable the subsidiaries to start paying these legacy tax bills. In the interim, affected
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companies had continued engaging the ZRA to negotiate for the waiver of interest and
penalties, once the principal tax bill was paid.

Committee’s Observations and Recommendations

The Committee urges the IDC to support its subsidiaries in entering into structured payment
plans with the ZRA, prioritising settlement of principal tax debts, while actively negotiating
for waivers on penalties and interest. The Committee will await a progress report on the
matter.

b. Operations of the Industrial Development Corporation Investments
i. ZAMPALM Limited
¢ Failure to Acquire Required Farming Inputs
The Committee was informed that Zampalm Limited failed to acquire the required farming
inputs after Management redirected allocated funds toward other priorities, such as the
payment of staff salaries. This diversion of funds was necessitated by deterioration in
revenue generation.

The Committee was further informed that the IDC had enhanced controls and monitoring
mechanisms around the disbursement and use of funds by its subsidiaries. Subsidiaries were
now required to submit detailed fund utilisation reports supported by goods received notes;
supplier invoices and receipts; and payment schedules.

Committee’s Observations and Recommendations

The Committee strongly urges the IDC to ensure that any reallocation of subsidiary funds
regardless of internal pressures, must receive prior approval at the corporate oversight level.
The Committee will await a progress report.

¢ Inadequate Milling Infrastructure
The Controlling Officer submitted that the inadequate milling infrastructure at Zampalm
Limited was a result of limited investment in expanding processing capacity. This situation
was primarily attributed to cash flow constraints stemming from insufficient operational
funding.

To address this challenge, the IDC was undertaking interventions aimed at improving the
capitalisation of the subsidiary. This included ongoing efforts to engage a Strategic Equity
Partner to support expansion and modernisation of Zampalm Limited’s milling
infrastructure.

Committee’s Observations and Recommendations

The Committee expresses concern that the limited milling infrastructure at Zampalm
Limited continues to constrain the company’s ability to process palm oil. In this regard, the
Committee urges the IDC to expedite the identification and onboarding of a Strategic
Equity Partner to support expansion and modernisation of Zampalm Limited’s milling
infrastructure and will await a progress report on the matter.
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¢ Failure to Invest in Oil Expeller (Bulking Palm Kernel Nuts)
The Controlling Officer submitted that the failure to invest in the Oil Expeller processing
equipment was due to cash flow constraints at Zampalm Limited.

To address this challenge, interventions were underway to ensure that there was adequate
capitalisation of the subsidiary. These included efforts by the IDC to engage a Strategic
Equity Partner to support investment in Zampalm Limited.

Committee’s Observations and Recommendations

The Committee observes, with concern, that the failure to invest in the Oil Expeller for
bulking Palm Kernel Nuts has significantly hindered Zampalm Limited's ability to add
value to its raw materials and generate revenue. In this regard, the Committee recommends
that the Controlling Officer should prioritise the identification and onboarding of a Strategic
Equity Partner. The Committee further urges the Controlling Officer to explore short-term
financing options to fund the acquisition of the Oil Expeller and will await a progress report
on the matter.

ii. Zambezi Cashew Company Limited - Low Productivity Due to Inadequate
Financing
The Committee was informed that the low productivity experienced by Zambezi Cashew
Company Limited was attributed to delays in the procurement and installation of an
irrigation system and capital equipment. This was caused by IDC’s inability to invest the
required equity into the project.

The Committee learnt that in 2024, the Company commenced preparatory works for
irrigation installation, including an assessment and the procurement of an additional feeder
pillar to connect the plantation to the national power grid. As part of the long-term strategy,
IDC planned to engage a Strategic and Technical Equity Partner to support the
development of Zambezi Cashew Company Limited. In this regard, IDC had begun the
process of identifying suitable partners and was also exploring alternative sources of
financing, including commercial loans, to complete the outstanding investment
requirements.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to prioritise the completion of the irrigation
system to unlock productivity potential and improve plantation output. The Controlling
Officer 1s further urged to expedite the identification of a Strategic and Technical Equity
Partner to support the development of Zambezi Cashew Company Limited. The Committee
will await a progress report on the matter.
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3.3 LEVY MWANAWASA MEDICAL UNIVERSITY

3.3.1 Audit Findings

An examination of accounting and other records maintained at Levy Mwanawasa Medical
University (LMMU) for the Financial Years ended 31% December, 2020; 2021; 2022 and
2023 revealed the following irregularities to which the Controlling Officer submitted as
highlighted below.

a. Budget, Funding and Expenditure - K22, 294,398

The Controlling Officer submitted that the University experienced underfunding amounting
to K22, 294,398 due to the Treasury not releasing 100 per cent for the financial years 2019
to 2023.

To address this, the University through the Ministry of Health (MoH) had engaged the
Ministry of Finance and National Planning (MoFNP), which resulted in full release of
funding in 2024.

The Committee was informed that in the year under review, the University had budgeted to
collect K546,690,313, but actually collected K564,955,655, resulting in an over-collection of
K18,265,342. The over-collection was primarily due to under-budgeting for student tuition
fees; accommodation; and the sale of application forms. Additionally, the University
inherited 1,410 students from Chainama Hills College of Health Sciences who were not
accounted for in the 2024 budget. Going forward, Management had committed to including
all students from both the LMMU and Chainama Hill College of Health Sciences in future
budgets to improve financial planning.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to maintain regular engagement with the
MOoFNP to ensure predictable and full funding releases in line with approved budgets. The
Committee further urges the Controlling Officer to establish a contingency fund to manage
unforeseen enrolments or fluctuations in 1income, especially from tuition and
accommodation fees. The Committee will await a progress report.

b. Audit of Annual Performance
i. Failure to Implement Planned Activities — Directorate of Research and
Post Graduate Studies
The Controlling Officer informed the Committee that the University’s failure to implement
planned activities under the Directorate of Research and Post Graduate was due to the
absence of permanent staff. Most personnel who were serving at the University during the
period under review were on attachment from various Government Ministries. Despite
these staffing limitations, the Committee was informed that the University undertook
certain in-house activities, including the development of the Research Policy and
Guidelines, among others, which did not attract expenditure.

To mitigate similar occurrences in the future, the Committee was informed that the
University planned to budget more appropriately, distinguishing between activities that
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would be conducted on campus and those to be held externally, thereby avoiding over-
budgeting. Furthermore, the Committee was informed that the University Management had
commenced the recruitment of permanent staff under the LMMU conditions of service and
thirty-eight officers had been recruited so far. Efforts were ongoing, in collaboration with the
MoH, to facilitate the integration of members of staff that were on attachment, in line with
the guidance provided by the University Council.

The Committee learnt that the implementation of activities under the Directorate had since
resumed. A draft of the Research Policy and Guidelines had been completed and was
pending approval by the University Council.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to expedite the recruitment of qualified
permanent personnel under its own conditions of service to ensure that there is continuity
and effective implementation of planned activities under the Directorate of Research and
Postgraduate Studies. Further, the Committee urges the Controlling Officer, in
collaboration with the MoH, to prioritise and finalise the integration of members of staff
that were on attachment, in line with the University Council’s directive, to enhance
institutional stability and operational efficiency. The Committee will await a progress report
on the matter.

c. Governance

i. Operating a Public University without a Full Council
The Controlling Officer informed the Committee that, in accordance with the Higher
Education Act, No. 4 of 2013, the appointment of University Councils fell under the mandate
of the MoH. The University Council was composed of nine appointed members and three
ex-official members, bringing the total to twelve.

The Committee was further informed that the University had been operating without a fully
constituted Council, owing to delays associated with the transition of oversight from the
MoH to the Ministry of Education. Furthermore, the Committee was informed that the
University was awaiting formal guidance from both ministries regarding the appropriate
composition of the Council and the timeline for appointing a full Council.

Committee’s Observations and Recommendations

The Committee recommends that the Ministry of Health and the Ministry of Education
urgently resolve the transitional i1ssues and provide clear guidance on the composition of the
University Council. Further, a full Council should be appointed without delay to ensure that
there is effective governance, policy oversight, and compliance with the Higher Education Act,
No. 4 0f 2013. The Committee will await a progress report on the matter.

ii. Unsupported Council and Sub-Committee Sitting Allowances
The Controlling Officer informed the Committee that the University was unable to produce
physical attendance registers for Council and Sub-committee meetings held during the
COVID-19 pandemic period, as these meetings were conducted virtually. Consequently,
members were not able to physically sign the attendance registers.
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However, the Committee was informed that for all virtual meetings, attendance registers
generated from the respective meeting platforms were maintained. Furthermore, sitting
allowances were only paid to members whose attendance could be verified through virtual
sign-in records or by signing a physical register where applicable. The University had also
retrieved and submitted the minutes for all meetings held during the period under review to
support the payments made.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to strengthen its internal controls over the
administration of sitting allowances by ensuring that verifiable attendance records whether
physical or virtual are maintained and preserved. The Committee directs the Controlling
Officer to avail supporting documents to the Office of the Audit General for verification
subject to which the matter should be closed.

d. Compliance with Legislation and Regulation
i. Offering Unaccredited Learning Programmes

The Controlling Officer informed the Committee that, at the commencement of its
operations in 2019, the University offered programmes that had been approved by the
Health Professions Council of Zambia (HPCZ) and the Nursing and Midwifery Council of
Zambia (NMCZ). Additionally, the University had inherited the existing portfolio of
accredited programmes at the Chinama College of Health Sciences and the Lusaka Dental
Training School.

In 2021, the University began the process of accrediting its programmes with the Higher
Education Authority (HEA), in line with section 23B (1) of the Higher Education
(Amendment) Act, No. 23 of 2021. The Committee learnt that at the start of this process, the
University had fifty-three programmes. Of these, eight were discontinued leaving forty-five
programmes. The Committee was further informed that the University had submitted forty-
six programmes to the HEA in response to the directive issued to all public universities. At
the moment, thirty-two programmes had been accredited; seven programmes had been
reviewed and returned to the University for corrections; and seven were still under review
by the HEA, with the University awaiting feedback.

Committee’s Observations and Recommendations
The Committee urges the Controlling Officer to expedite the resubmission of corrected
programmes and enhance follow-up mechanisms with the HEA to facilitate timely
accreditation. The Committee further urges the Controlling Officer to ensure that all
academic programmes are fully accredited before being offered, in order to comply with
legal requirements and safeguard academic quality.

ii. Failure to Finalise the Integration of Levy Mwanawasa Health Institutions
into Levy Mwananwasa Medical University - Establishment of Levy
Mwanawasa Medical University

The Controlling Officer acknowledged the observation by the Auditor General regarding the
failure to finalise the integration of Levy Mwanawasa Health Institutions into LMMU, as
provided for under Statutory Instrument (SI) No. 39 of 2018.
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The Committee was further informed that the MoH had not yet fully implemented the
provisions of the Statutory Instrument No. 39 — The Levy Mwanawasa Medical University
(Declaration Order), 2018. Consequently, the full integration of institutions such as Levy
Mwanawasa General Hospital, the National Health Training Institute, Chainama Hills
Hospital, and the Dental Training School into the University structure remained
incomplete.

The Committee learnt that, as of February, 2025, the University had prepared draft financial
statements covering the period from 2019 to 2021. However, these draft financial statements
did not incorporate the above-mentioned institutions.

Committee’s Observations and Recommendations
The Committee strongly urges the Government to prioritise the enactment of legislation in
line with its policy direction and will await a progress report on the matter.

e. Weaknesses in Accounting for Revenue
i. Management of Levy Mwanawasa Medical University Student Fees
e Failure to Reconcile Student Fees - Student Bill Master and Student Record
Management System Database
The Controlling Officer informed the Committee that the student fees collected through the
Bill Master system were not regularly reconciled with the Student Record Management
System (SRMS) database due to persistent malfunctioning of the SRMS.

The Committee was informed that the SMRS had failed to adequately capture and reflect
student payments totalling K160,743,142 deposited into the bank. However, the University
had subsequently reconciled the Bill Master records with the SRMS database. As a
corrective measure, the University had procured a new Student Information System (SIS),
which was expected to address these reconciliation challenges and enable regular updates
going forward.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to expedite the full implementation of the new
Student Information System (SIS) and ensure that it is fully integrated with financial and
academic records. Further, strong internal controls should be established to ensure timely
reconciliation of student fee collections and safeguard revenue integrity. The Committee
will await a progress report on the matter.

e Under Collection of Revenue — Student Fees
The Controlling Officer submitted that in the year 2020, the University experienced an
under-collection of student fees due to the non-enrolment of new students as a result of the
COVID-19 pandemic. Additionally, the University could not collect student fees from some
students who failed to meet the threshold of tuition fees.

As a corrective measure to enhance revenue collection, the University Management had
introduced a flexible payment policy. Under this policy, students were required to pay 25
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per cent of tuition fees at registration, with the remaining 75 per cent payable in three
instalments within an academic year.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to monitor and evaluate the effectiveness of
the flexible payment policy to ensure that it contributes meaningfully to revenue stability
and will await a progress report on the matter.

ii. Review of Student Fees
e Charging of Student Fees Above Approved Threshold
The Controlling Officer informed the Committee that, in May 2019, the University
Management submitted a proposal to the Finance and Administration Committee seeking
approval of student fees for various programmes, including those cited in the audit report.
The proposed fees were approved by the Finance and Administration Committee, subject to
ratification by the University Council.

However, when the proposal was presented to the University Council on 4™ June, 2019 by
the Chairperson of the Finance and Administration Committee, Management was advised
that the final fees to be charged must align with Government policy on charging realistic
fees. Hence, the difference in the initial approved fees by the Finance and Administration
Committee and the final fees charged to the students.

The Committee was further informed that going forward, the University Management
would consult adequately and ensure that all necessary procedures were followed when
effecting adjustments to school fees.

Committee’s Observations and Recommendations
The Committee urges the Controlling Officer to ensure that all proposals are aligned with
Government policy directives and will await a progress report on the matter.

e Loss of Revenue Through Under Charging of Tuition Fees - Student Record
Management System
The Controlling Officer informed the Committee that there was no undercharging of tuition
fees to the six students in the year under review. The Committee was further informed that
the tuition fee for diploma students in the 2020 and 2021 academic years was K12,706 per
student.

The Committee learnt that the total amount the University was scheduled to collect from six
diploma students was K76,236 and not K51,000 as stated in the report. The Committee was
assured that the difference in figures would be reconciled with the Office of the Auditor
General.

Committee’s Observations and Recommendations

The Committee is of the view that this matter should have been closed during the audit
process and directs the Controlling Officer to promptly reconcile the reported tuition fee

27



differences with the Office of the Auditor General and will await a progress report on the
matter.

iii. Failure to Account for Receipt Books
The Controlling Officer explained that the receipt books in question were not availed to the
auditors for audit scrutiny at the time of audit as they were kept in the strong room at
Chainama Hills College of Health Sciences

Committee’s Observations and Recommendations

The Committee finds the lapse in documentation management unacceptable as it hindered
timely verification of financial records and reflected weaknesses in the institution’s internal
controls over record keeping and audit preparedness. In this regard, the Committee urges
the Controlling Officer to strengthen the University’s records management and retrieval
systems to ensure that all relevant financial documents are readily accessible for audit
purposes. The Committee will await a progress report on the matter.

iv. Under Collection of Revenue-Business Houses (University Hub)
The Controlling Officer informed the Committee that the non-payment of rentals by a
business tenant, Marble’s Kitchen at the University Hub arose during the COVID-19
pandemic period, when the tenant experienced operational and financial challenges.

The Committee was further informed that the University Management had engaged the
tenant regarding the outstanding rental payment. At the time, Management opted not to
terminate the tenancy agreement because the business provided essential services such as
meals to the students and was the only place available within campus for the students to
access meals. However, as of January, 2024 the University Management had terminated the
tenancy agreement due to non-payment. Legal efforts were underway to recover the
outstanding rental arrears from the former tenant.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to strengthen the management of commercial
leases by enforcing tenancy terms promptly. The Committee further urges the Controlling
Officer to enhance the University’s debt recovery processes to safeguard institutional
revenue and will await a progress report on the matter.

v. Failure to Remit Collected Student Accommodation Fees to Levy Mwanawasa
Medical University - Sinazongwe District Health Office
The Controlling Officer informed the Committee that during the period under review, there
was no clear guidance on how the fees were to be handled when maintenance works were
not carried out by the District Health Offices (DHOs). The Committee was further informed
that the University had since issued a circular to various DHOs, providing guidance on the
utilisation and remittance of student accommodation fees on behalf of LMMU.

Committee’s Observations and Recommendations

The Committee observes that the failure to remit collected student accommodation fees by
the Sinazongwe DHO was due to a lack of clear policy direction between the University and
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the District Health Office leading to delays in revenue collection. In this regard, the
Committee urges the Controlling Officer, in collaboration with the MoH, to establish and
enforce a clear policy framework for the collection, utilisation, and remittance of student
accommodation fees. The Committee will await a progress report on the matter.

f. Procurement of Medical Equipment for the Skills Laboratory
i. Failure to Supply and Deliver Medical Equipment for the Skills
Laboratory
The Controlling Officer submitted that at the time of the contract award, the supplier’s Tax
Clearance Certificate was valid. The Committee was further informed that as of February,
2025, the delivery of medical equipment for the skills laboratory had not been done in full.

The Committee was informed that University Management had engaged the supplier on
several occasions to deliver the laboratory equipment. Following the Supplier’s none
response to various correspondences regarding this matter, it had been decided by
University Management to take legal action. As of 14™ March, 2025, the matter was filed in
the Courts of Law.

Committee’s Observations and Recommendations
The Committee urges the Controlling Officer to pursue legal action and will await a
progress report on the matter.

ii. Failure to Recover Advance Payment
The Controlling Officer informed the Committee that the University did not claim Advance
Payment on the account that the supplier partially delivered some equipment worth
K304,393.58 as of 19" October, 2023. The Committee was informed that as of 14™ March,
2025, the matter was filed in the Courts of Law for non-delivery of the remaining laboratory
equipment.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to establish clear protocols for monitoring the
utilisation of advance payments and initiate timely recovery actions in cases of partial or
non-delivery and will await a progress report on the court process.

iii.  Failure to Claim Liquidated Damages
The Controlling Officer informed the Committee that the University Management would
ensure that the contract management was fully implemented. Any breach to contracts
would enable the University invoke the liquidated damage clause without delay.
Furthermore, the Committee learnt that, as of 14™ March, 2025, the matter had been filed in
the Courts of Law concerning the non-delivery of the remaining laboratory equipment.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to strengthen the contract management
processes by enforcing penalty clauses for non-performance in a timely manner. The
Committee further urges the Controlling Officer to pursue legal action as a last resort and
will await a progress report on the matter.
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g. Missing Payment Vouchers

The Controlling Officer explained that the missing payment vouchers were attributed to
irregular transactions which took place at the institution. Further, the Committee was
informed that the matter was presided over by the University Disciplinary Committee where
it was recommended that the matter be referred to the Public Service Management Division
(PSMD). In addition, four officers who were on secondment from the MoFNP had since
been dismissed from service by PSMD for participating in processing irregular transactions
that caused missing payment vouchers and loss of public funds.

Committee’s Observations and Recommendations
The Committee resolves to close the matter, subject to audit verification.

h. Questionable Award of Contracts — Levy Mwanawasa Medical University - Kabwe
Campus

The Committee was informed that, at the time of the audit, procurement documents

including quotation validity periods, Certificate of Incorporation, and valid Tax Clearance

Certificates were missing.

The Committee further learnt that these missing documents, such as the Request for
Quotations (RFQs), Tax Clearance Certificate and Certificate of Incorporation which were
filled separately from the payment vouchers had since been attached.

Committee’s Observations and Recommendations

The Committee observes that the University did not adhere to standard procurement
documentation requirements during the award of contracts at the Kabwe Campus. The
Committee, therefore, recommends that the Controlling Officer should ensure full
compliance with public procurement regulations by maintaining complete and properly filed
documentation for all contract awards. However, the Committee resolves to close the
matter subject to audit verification.

i. Poor Maintenance of University Infrastructure — Levy Mwanawasa Medical
University

The Controlling Officer explained that the University had inherited infrastructure such as
student hotels and staff houses from the MoH in a dilapidated state. At the time of the
transition, no grants were received to support the maintenance of these facilities. The
Committee was further informed that the University had since undertaken maintenance of
various infrastructure in a phased manner, funded through internally generated funds.
Additionally, the University had an Operational Maintenance Plan and had already
completed various maintenance works.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to engage the relevant Ministries to explore
the possibility of receiving targeted infrastructure support, given the historical underfunding
during the transition. The Committee further urges the Controlling Officer to prioritise
implementation of the Operational Maintenance Plan and ensure that a portion of the
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internally generated funds is consistently allocated towards the maintenance of
infrastructure. The Committee will await a progress report.

j. Staff Related Matters
i. Failure to Fill Key Positions — Levy Mwanawasa Medical University Main
Campus
The Controlling Officer explained that the University had been unable to fill key positions
due to the absence of the University Council from August, 2022 to date. The University
Council was required to approve such appointments. Meanwhile, the University continued
to operate with staff on attachment from various Ministries.

The Committee was further informed that the University Management had recruited thirty-
eight employees as of February, 2025. However, the filling of key positions was still pending
until the new Council was appointed. Additionally, the University had submitted the names
of all officers proposed for integration and was awaiting actualisation from the MoH.

Committee’s Observations and Recommendations

The Committee observes, with concern, that the prolonged absence of a University Council
has hindered the recruitment of key staff, thereby affecting the effective functioning and
autonomy of LMMU. The Committee notes that reliance on seconded staff from other
ministries also poses challenges for institutional continuity and accountability. The
Committee, therefore, strongly recommends that the MoH and the Ministry of Education
expedites the appointment of the University Council to enable the University to proceed
with the recruitment of key management personnel. The Committee further urges the
Controlling Officer to expedite the integration of attached officers to ensure a stable and
fully accountable workforce at LMMU. The Committee will await a progress report on the
matter.

ii. Irregular Payment of Rural Hardship Allowances to Levy Mwanawasa
Medical University Attached Officers
The Committee was informed that the officers cited in the audit report for receiving
irregular rural hardship allowances were not on the payroll of LMMU but on attachment
from the MoH. These officers remained on the Payroll Management and Establishment
Control (PMEC) system, with their pay points located in Rufunsa; Luwingu; Mpika; and
Masaiti Districts, areas designated as rural.

It was further clarified that although the officers were physically stationed at the University,
their families continued to reside in their original districts, which might have contributed to
the continuation of rural hardship allowances. The University had since written to the MoH
requesting guidance on the matter.

Committee’s Observations and Recommendations

The Committee urges the MoH, in collaboration with LMMU, to urgently review the status
of officers on attachment and take appropriate corrective measures to ensure that hardship
allowances are only paid to eligible officers and will await a progress report on the matter.

31



3.4 LOCAL AUTHORITIES SUPERANNUATION FUND

3.4.1 Audit Findings

A review of accounting and other records maintained at the Local Authorities
Superannuation Fund (LASF) for the period from 1* January, 2021 to 31% December, 2023
revealed the following irregularities to which the Controlling Officer submitted as
highlighted below.

a. Annual Performance
i. Performance of Pension Scheme
e Delays in Collecting Amounts Owed by Local Authorities
The Controlling Officer submitted that according to section 20 of the Local Authorities
Superannuation Fund Act, 1963, contributions were a first charge on the salary payable to a
member and must be remitted to the Fund by the 7™ day of the following month in which
the salary was earned.

The remittance of contributions by the Local Authorities; National Housing Authority
(NHA); and Eastern Water Supply and Sanitation Company still remained a challenge
despite efforts to engage the respective employers. The city and municipal councils
constituted over 81 per cent of the outstanding debt. As at 31* December, 2023 the Fund
was owed K228,819, 333, in form of unremitted pension contributions. These unpaid
contributions posed a significant risk to the Fund by limiting investment opportunities and
increasing the risk of insolvency.

Nonetheless, the Committee was informed that Management had been implementing
various strategies which were yielding positive results as follows:

a) in 2021, LASF was able to restructure the debt owed by councils in unremitted
pension contributions by K26.19 million through the quadripartite financing
arrangement involving the Ministry of Finance and National Planning; Zambia
Revenue Authority; LASF; and all Local Authorities under the Ministry of Local
Government and Rural Development. This transaction reduced the pension
contribution arrears for the councils by K26.19 million.

b) the Ministry of Local Government and Rural Development (MLGRD) had

implemented deduction at source of pension contribution from all councils since
March, 2022. Therefore, all councils had been paying current pension contribution
on a monthly basis and some Local Authorities were opting to address the pension
arrears through the same initiative.
The implementation of deduction at source of current pension contributions from the
Local Authorities had forestalled the growth of the pension contributions as all
current pension contributions were deducted at source by the MLGRD and sent to
LASF.

c) the Fund had continued to enforce payment plans signed with defaulting member
employers to ensure recovery of accrued pension contribution arrears. Additionally,
the Fund had entered into 44 signed payment plans with employers in an effort to
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recover the pension contributions arrears. From January, 2022 to December, 2024,
LASF had been able to collect arrears in the sum of K19, 330,960.

d) further, LASF had taken legal action on some defaulting councils for the recovery of
pension contribution arrears.

e) initiatives for land debt swaps. The Fund had engaged Associated Authorities with
outstanding pension contribution arrears to offer land to LASF as part of
restructuring the contributions arrears.

During the period under review, the NHA responded very well by offering plots in Kafue
District valued at K1,045,408 and the process to acquire the title deeds was at an advanced
stage.

The Committee was further informed that with the above stated initiatives, there would be a
significant improvement in the collection of contributions going forward. As at 31*
December 2024 the contribution arrears stood at K207,836,915 compared to K228, 819,333
as at 31 December 2023 representing a 9.17 per cent decrease.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to collaborate with the MLGRD and the
Ministry of Justice to enforce section 20 of the Local Authorities Superannuation Fund Act,
1963, which makes pension contributions a first charge on salary and mandates remittance
by the 7" day of the following month. The Committee further urges the Controlling Officer
to strengthen deduction at source mechanism to include all parastatal bodies and utility
companies such as Eastern Water Supply and Sanitation Company. The Controlling Officer
1s also directed to continue entering and strictly enforcing payment plans with defaulting
institutions, including penalties for default to ensure timely compliance. The Committee
will await a progress report on the matter.

» Failure to Collect Expected Contributions

The Controlling Officer explained that the negative variance of K16, 154,154 representing
10 per cent was mainly attributed to low compliance by the Local Authorities, NHA and
Eastern Water Supply and Sanitation Company. The analysis of the expected contribution
for the period 2021 to 2023, indicated that 2021 recorded a high negative variance of 28 per
cent, compared to the negative variance of 2 per cent in 2022 and a positive variance of 3
per cent recorded in the year 2023. The Committee was further informed that low
compliance presented a considerable challenge to LASF in that it posed a significant risk to
the Fund by limiting investment opportunities and increasing the risk of insolvency.

In view of the foregoing, the measures highlighted below had been put in place.

a. Improve collections from Local Authorities, Management had engaged the Government
on the possibility of recovering current pension contributions through deductions at
source from the Local Government Equalisation Fund. Following these engagements,
the Government, through the MLGRD, began deducting current pension contributions
at source in March, 2022. This measure had effectively ensured that all Local
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Authorities were up to-date with current pension contributions and had been extended
to include recovery of arrears.

b. Initiatives for land debt swaps - the Fund had engaged Associated Authorities with
outstanding pension contribution arrears to offer land to LASF as part of restructuring
the pension contributions arrears. During the period under review, the NHA responded
very well by offering plots in Kafue District valued at K1,045,408 and the process to
acquire the title deeds was at an advanced stage.

The Controlling Officer informed the Committee that Management would continue
implementing various debt management strategies such as deduction at source, legal action,
land debt swaps, signing of payment plans and physical follow-ups to collect pension
contributions arrears.

Committee’s Observations and Recommendations

The Committee expresses concern that the Fund may face funding deficits resulting in
failure to meet contribution targets and increased solvency levels. The Committee urges the
MLGRD to explore the possibility of institutionalising and expanding the deduction at
source to include all pension arrears and other defaulters. The Committee further urges the
Controlling Officer to collaborate with the Ministry of Lands and Natural Resources to
develop a standardised framework for land swaps. The Controlling Officer is also urged to
engage the MoFNP to consider offsetting arrears against grants or tax refunds where
applicable. The Controlling Officer should also enhance monitoring and compliance
systems at LASF. The Committee will await a progress report on the matter.

ii. Budget and Income
The Controlling Officer explained that the Fund continued to experience a decrease in
income arising from non-admission of new members on account of the impact of the
National Pension Scheme Act, No. 40 of 1996.

The Controlling Officer further, informed the Committee that the negative variance of
K30,083,462 was mainly attributed to low compliance by the Local Authorities regarding
pension contributions arrears (receivables) which still remained a challenge with Local
Authorities owing about 95 per cent of the total debt despite, vigorous efforts to engage the
Local Authorities. While the variance on disposable of assets and other income was due to
lack of suitable buyers on the market for assets earmarked for disposal.

Nonetheless, Management would continue to implement various debt restructuring
strategies to enhance compliance on the remittance of pension contributions more especially
the Local Authorities owing about 95 per cent of the total pension contributions receivable.
ZESCO Limited and Lusaka Water and Sewerage Companies continued to remit current
contributions on a monthly basis.

The Committee was informed that LASF was entering into payment plans with councils as
one strategy to recover the contributions arrears and forestall the growth of the contributions
receivables. Further, it was hoped that a suitable buyer for the assets earmarked for disposal
would be found soon.
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Committee’s Observations and Recommendations

The Committee urges the MoFNP and the MLGRD to enforce tighter control over Local
Authorities funding disbursements. The Committee further urges the Ministry of Labour
and Social Security (MLSS) to review the LASF and NAPSA legislative framework. The
Committee directs the Controlling Officer to strengthen the asset disposal strategy by
engaging qualified asset valuation and disposal agents. The Committee will await a progress
report on the matter.

b. Financial Analysis
i. Unfavourable Contributor to Retiree Ratio in the Pension Scheme

The Controlling Officer explained that LASF stopped admitting new members in the year
2000 after the enactment of the National Pension Scheme Act, No. 40 of 1996. In February, 2000
when the Act was enacted, there were 17,000 contributing members and 6,000 retirees
giving a ratio of 3:1, which was close to the industry average of 4:1. As at 31% December,
2023, the membership had reduced to 1,823 and retirees were 13,444, giving a contributor to
Retiree ratio of 1:7.

As a corrective measure, the Controlling Officer submitted that the solution lay in
Government opening the Scheme to new members and financing of the actuarial deficit. In
this regard, the Committee was informed that the Government was pursuing pension
reforms aimed at restructuring the pension industry to ensure harmonised regulation and
sustainability of the pension sector once implemented. To this effect, Cabinet had granted
approval, in principle, to the introduction of a Bill in Parliament, in order to undertake
reforms in the public pension schemes.

Committee’s Observations and Recommendations

The Committee urges the Government, through the MLSS to expedite presentation of the
Pension Reforms Bill to Parliament for enactment into law to address systemic imbalances
in LASF and other public pension schemes. The Committee further urges the Government,
as an interim measure, to consider admitting new members to the Fund. The Committee
will await a progress report on the matter.

ii. Increase in Net Loss after Benefit Payments
The Controlling Officer explained that the Fund had continued to record losses after
payment of benefits due to non-admission of new members arising from the impact of the
National Pension Scheme Act, 1996, resulting in declining contributions income. LASF had not
recruited new members since 1% February, 2000.

The Committee was further informed that the current position was that there were more
pensioners than active contributing members resulting in low funding levels. Therefore, the
solution lay in Government opening the Scheme to new members. Currently, the process to
reform LASF had commenced and once implemented, the contribution income essential in
the generation of profitability or surplus will increase. To this effect Cabinet had granted
approval, in principle to the introduction of a bill in parliament, in order to undertake
reforms in the public pension schemes.
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Committee’s Observations and Recommendations

The Committee observes an increase in net loss following payment of benefits and urges the
urges the Government, through the Ministry of Labour and Social Security to expedite the
presentation of the Pension Reforms Bill in Parliament to address systemic imbalances in
LASF and other public pension schemes. The Committee further urges the Controlling
Officer to re-admit new members to strengthen contribution flows and will await a progress
report on the matter.

iii. Increase in Net Liabilities
The Controlling Officer informed the Committee that the Fund had been experiencing
sustained liquidity challenges resulting in delays to pay liabilities due to non-admission of
new members arising from the impact of the National Pension Scheme Act, 1996. Therefore,
liabilities which mainly related to benefits payable were increasing at a faster rate in relation to
the size of the asset base of the Scheme hence the delayed payment of the benefits claims to
the pensioners.

The Committee was further informed that the solution lay in Government opening the Fund
to new members which would allow for stability and growth in its revenue base sufficient
enough to enable the Fund meet its liabilities and invest surplus funds. To this effect,
Cabinet had granted approval in principle to the introduction of a bill in Parliament, in
order to undertake reforms in the public pension schemes.

Committee’s Observations and Recommendations

The Committee urges the Government through the MLSS in collaboration with the
Ministry of Justice, to expedite legal changes to enable LASF to expand its membership
base. The Committee further urges the Controlling Officer, in collaboration with the
MOoFNP, to develop a liability management plan. The Committee will await a progress
report on the matter.

iv. Low Investment Performance of Fund
The Controlling Officer informed the Committee that the Fund had not been able to grow
its assets base according to its expected levels to adequately generate sufficient income due
to declining cash flows attributable to non-admission of new members, while the obligation
for retirement’s benefits had continued to raise.

Furthermore, considering that the Fund had an actuarial deficit of K1.428 billion and
operating as a Pay As You Go, it was extremely difficult to construct an optimum
investment portfolio. In addition, the current unfunded state of the Scheme demanded that
investments were tilted towards providing short term liquidity needs.

The Committee was further informed that the solution lay in the Government opening the
Fund to new members which will allow for admission of new members into the Scheme and
therefore increase active members to support the investment growth objectives of the
Scheme. The Controlling Officer submitted that Cabinet had granted approval in principle
to the introduction of a bill in Parliament, in order to undertake reforms in the public
pension schemes.
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Committee’s Observations and Recommendations

The Committee urges the Government through the MLSS in collaboration with the
Ministry of Justice, to expedite legal changes to enable LASF to expand its membership
base, increase cash inflows, and restore its investment capability. The Committee further
urges the Controlling Officer to consider pursuing strategic partnerships with other
institutional investors, to benefit from shared expertise and joint investment ventures in
viable projects. The Committee awaits a progress report on the matter.

v. Poor Benefits Pay-out Ratio
The Controlling Officer submitted that the Fund had been experiencing liquidity challenges
attributable to non-admission of new members, resulting in delays to pay liabilities when
they fell due. Therefore, liabilities which mainly related to benefits payable were increasing at
a faster rate in relation to the size of the asset base of the Scheme hence the delayed payment
of the benefits claims to the pensioners.

The solution lay in the Government opening the Fund to new members into the Scheme
and consequently improve the working capital needs of the Scheme so as to improve the
contribution inflows. The Committee was further informed that Cabinet had granted
approval in principle the introduction of a bill in Parliament, in order to undertake reforms
in the public pension schemes.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer, in collaboration with the Ministry of Finance
and National Planning, to formulate a Benefits Payment Stabilisation Plan in order to
prioritise payments to the most vulnerable pensioners to minimise backlogs. The Committee
will await a progress report on the matter.

vi. Statement of Net Assets Available for Benefits

* Inadequate Working Capital
The Controlling Officer informed the Committee that the working capital of the Fund had
remained inadequate due to the continued fall in the active contributing membership due to
non-admission of new members following the enactment of the National Pension Scheme Act,
1996. Therefore, liabilities which mainly related to benefits payable were increasing at a faster
rate in relation to the size of the asset base of the Scheme. The Fund had not been able to
grow both its short and long-term assets at expected levels due to declining cash flows
attributable to non-admission of new members, while the obligation for retirement benefits
had continued to rise.

The Committee was further informed that the solution lay in the Government opening the
Scheme to new members which would consequently improve the working capital
requirements of the Scheme as a result of increased contribution income. To this effect,
Cabinet had granted approval in principle the introduction of a bill in Parliament, in order
to undertake reforms in the public pension schemes.

However, in the short to medium term, the Government had continued with the
recapitalisation programme to ensure that LASF dismantled pension liabilities and
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consequently improved the working capital. Therefore, for the period 2021 to December,
2023, the Government had released K50 million; K300 million; and K400 million,
respectively, towards paying of pension liabilities arising from the actuarial deficit and the
impact of the National Pension Scheme Act, 1996.

Lastly, the Fund was implementing strategies to increase its investment in order to improve
working capital. The investment portfolio increased from K165,474,904 in 2021 to
K359,353,140.14 as at 31" December, 2023, representing a 117 per cent increase.

Committee’s Observations and Recommendations

The Committee urges the Government to expedite the enactment of the pension reform Bill
to allow LASF to admit new members and boost its contribution income, which is essential
for improving working capital. The Committee further urges the Controlling Officer to
develop and implement a working capital recovery strategy in order to improve the Fund's
financial health and will await a progress report on the matter.

* Poor Current Ratio
The Controlling Officer submitted that the Current Ratio had remained unfavourable due to
the continued fall in the active contributing membership due to non-admission of new
members following the enactment of the National Pension Scheme Act, 1996. The continuous
reduction in membership levels was affecting the contribution income and the Fund’s ability
to generate sufficient liquidity to support the payments of retirement benefits and general
business growth objectives.

The Committee was informed that expanding the Government Scheme by opening it to new
members, would improve the working capital requirements of the Scheme as a result of
increased contribution income. To this effect, Cabinet had granted approval in principle for
the introduction of a Bill in Parliament, in order to undertake reforms in the public pension
schemes.

However, in the short to medium term, the Government had continued with the
recapitalisation programme to ensure that LASF dismantled pension liabilities and
consequently improved the working capital. Therefore, for the period 2021 to December,
2023, the Government had released K50 million; K300 million; and K400 million,
respectively, towards paying of pension liabilities arising from the actuarial deficit and the
impact of the National Pension Scheme Act, 1996.

Committee’s Observations and Recommendations

The Committee urges the Government to urgently enact the pension reform legislation to
allow LASF to admit new members, as increasing the contributor base is essential to
improving the Fund’s Current Ratio and long-term solvency. The Committee will await a
progress report on the matter.
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c. Actuarial Valuation
i. Questionable Going Concern

The Controlling Officer explained that the cause of the questionable going concern of the
Fund was the impact of the non-admission of new members into the Scheme arising from of
the enactment of the National Pension Scheme Act, 1996. The Committee was further informed
that in order to address this query, the Government needed to open the Scheme to new
members which would reverse the declining business prospects and therefore address the
questionable going concern. It was envisaged that the roadmap under the pension reforms
aimed at resolving the issue of opening the scheme to new members, among other
objectives, would consequently address the going concern matters affecting the Scheme. The
pension reforms once implemented, were expected to address the issue of declining
contribution levels essential in the generation of profitability or cash flow surplus.

The Committee was informed that Cabinet had granted approval in principle for the
introduction of a Bill in Parliament, in order to undertake reforms in the public pension
schemes.

Committee’s Observations and Recommendations

The Committee urges the Government to expedite the legislative process to open LASF to
new members. The Fund's long-term sustainability is contingent on increased contribution
income from a broader membership base. The Committee further urges the Controlling
Officer to enhance the Fund’s financial reporting practices to regularly assess and disclose
its going concern status. The Committee will await a progress report on the matter.

ii. Contribution Rate Sufficiency

The Controlling Officer submitted that Government needed to open the Scheme to new
members under revised Scheme parameters and financing of the actuarial deficit. The
Committee was informed that the process to reform LASF had commenced and once
implemented, it was expected to address declining contribution levels. Further, reforming
the Scheme would also make the contributions adequate and the Scheme would be
sustainable. In this regard, Cabinet had granted approval in principle for the introduction of
a Bill in Parliament, in order to undertake reforms in the public pension schemes.

Committee’s Observations and Recommendations

The Committee urges the Government to expedite the implementation of the pension
reforms, with clear provisions to review and revise contribution rates to reflect the actual
benefit obligations and ensure the long-term financial sustainability of LASF. The
Committee also urges the MLSS, in collaboration with LASF, to actively engage with labor
unions, employers, and other relevant stakeholders to ensure broad support and seamless
implementation of revised contribution arrangements. The Committee will await a progress
report on the matter.

iii. Low Funding Ratio
The Controlling Officer informed the Committee that the pension scheme’s funding ratio
was critically low, with the market value of assets falling short of the present value of
liabilities by 56.79 per cent—representing a funding ratio of only 14 per cent. The
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Committee was informed that the major sources of revenue for the scheme were member
pension contributions and investment income.

The Committee was further informed that the current contribution rates were 10 per cent
employee contribution and 23 per cent employer contribution giving a total contribution
rate of 33 per cent. Increasing contributions from the current rates would create an
economic burden on both the employees and employers.

Additionally, the Scheme was designed to offer retirement benefits at a higher rate of 1.8 per
cent which translates to 1/660 accrual rate. This was a higher rate compared to other
pension schemes in the industry. Benefits accrued tended to be very high thereby increasing
the liabilities. In order to address these challenges, Management had commenced pension
reforms which would lead to adjustments of these variables. In the proposed scheme, these
parameters had been adjusted to make the scheme sustainable. Furthermore, the Committee
was informed that the solution to the challenge lay in pension reforms which would lead to
adjustments in the contribution rates and benefits accrued. To this effect, Cabinet had
granted approval in principle to the introduction of a Bill in Parliament, in order to
undertake reforms in the public pension schemes.

Committee’s Observations and Recommendations
The Committee urges the Controlling Officer to diversify and strengthen the Fund’s
investment portfolio to gradually increase asset growth and will await a progress report.

iv. Actuarial Matching

The Controlling Officer explained that the Fund had been experiencing liquidity challenges
owing to the current actuarial deficit of K1.428 billion arising from the non-admission of
new members and the Scheme was operating as a Pay As You Go. Therefore, the deficit
made it impractical to match insufficient assets with long-term liabilities which mainly
related to benefits which were increasing at a faster rate in relation to the size of the asset base
of the Scheme.

In order to mitigate the situation, the Government should open the Scheme to new
members under revised scheme parameters and financing of the actuarial deficit. The
Committee was informed that the process to reform LASF had commenced and once
implemented, it was expected that the issue of declining contribution levels essential in the
generation of surplus cash flow to grow the Asset base which would align with the long-
term liabilities will be addressed.

Committee’s Observations and Recommendations

The Committee urges the Government to accelerate the implementation of pension reforms,
including the admission of new members into LASF under a revised and sustainable benefit
structure. This will help to restore contribution income and enable the building of an
adequate asset base. The Committee further urges the Controlling Officer to develop a clear
roadmap to finance the K1.428 billion actuarial deficit either through direct fiscal injection,;
debt restructuring; or long-term asset-backed mechanisms. The Committee will await a
progress report on the matter.
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d. Compliance with Legislation/Regulation
i. Failure to appoint Board of Directors

The Controlling Officer explained that the LASF Board of Directors was dissolved by the
Minister of Local Government and Rural Development in March, 2022. Following the
dissolution of the Board, the Minister of Local Government and Rural Development
embarked on reform of the Board composition and this culminated into the publication of
the Local Authorities Superannuation Fund (Board) (Amendment) Rules, 2023, Statutory Instrument
No. 4 of 2023. This had reduced the Board composition from twelve members to seven
members. Management awaits the appointment of the Board.

The Committee was further informed that the MLGRD was finalising the process of
appointing the Board of Directors. To this effect, Cabinet had approved the appointment of
the LASF Board on 3" March, 2025 and it was expected that the Board of Directors would
be announced very soon.

Committee’s Observations and Recommendations

The Committee during its Local tour of the LASF found that the Board of Directors was
appointed. In this regard, the Committee resolves to close the matter, subject to audit
verification.

ii. Failure to Pay Retirement Benefits to Members
The Controlling Officer clarified that the first tranche of K100 million received by LASF on
22" March, 2024, was paid in full by June, 2024, while the second tranche amounting to
K80 million, which was received on 6™ November, 2024 was paid in full by December,
2024. Accordingly, LASF submitted the acquittal reports to the MoFNP and MLGRD
detailing the names and amounts paid to each retiree.

The Committee was further informed that the payments to retirees of K180 million
capitalisation funding was carried out in line with guidance provided by the MoFNP and
MLGRD.

Committee’s Observations and Recommendations

The Committee appreciates the disbursement and prompt acquittal of the K180 million but
urges the Controlling Officer and the Ministry of Local Government and Rural
Development to institutionalise a predictable and time-bound retirement benefits payment
system. The Controlling Officer is further urged to develop a structured arrears clearance
plan in collaboration with the Ministry of Finance and National Planning and the Ministry
of Local Government and Rural Development, to gradually eliminate all outstanding
retirement obligations. The Committee directs the Controlling Officer to implement a
communication and tracking mechanism that allows retirees to access real-time updates on
the status of their benefits. The Committee will await a progress report on the matter.
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3.5 MUKUBA HOTEL LIMITED

3.5.1 Audit Findings

A review of accounting and other records maintained at Mukuba Hotel Limited Company
for the period from 1* January, 2021 to 31* December, 2023 revealed the following
irregularities to which the Controlling Officer responded as highlighted below.

a. Failure to Prepare Financial Statements

The Controlling Officer submitted that the Company had struggled to retain and recruit
qualified and adequately experienced senior management staff due to non-competitive
remuneration packages and other constraints such as procedural compliance with the
Emoluments Commission requirements. After the separation of all members of staff, that
included senior staff accountants, the Company did not have any qualified staff to prepare
the financial statements and records for auditing purposes.

Further, the external auditor was not appointed at the time due to the absence of the Board.
The Board of Directors was appointed in October, 2023. The Controlling Officer submitted
that the Company had engaged an accounting firm to prepare the draft financial statements
for the financial years 2020; 2021; 2023; and 2024 with a target completion date of 30™
April, 2025. The audit of these financial statements was targeted to be completed by 30™
April, 2025. The recruitment of the Finance Manager and General Manager had
commenced.

Committee’s Observations and Recommendations

The Commuittee is dismayed at the Company’s failure to adhere to the requirements of the
Companies Act, 2017 regarding the preparation of financial statements. The Committee also
bemoans the failure by Management to recruit a qualified Senior Accountant. In this regard,
the Committee urges the Controlling Officer to ensure that there is timely preparation of
audited financial statements so that monies received are accounted for properly. The
Committee also urges the Controlling Officer to ensure that Management recruits a
qualified senior accountant as a matter of urgency and will await a progress report on the
matter.

b. Annual Performance - Budget and Income

The Controlling Officer submitted that in the period under review, the budgeting process
was not fully robust which led to an over estimation of the potential revenue that could be
generated. The budgeted amounts did not consider some key commercial parameters and
assumed that the Company would be able to operate at the optimal revenue generating
capacity soon after re-opening.

In view of the foregoing, the Controlling Officer informed the Committee that the budgeting
models and process had been refined with the result that more commercially realistic
budgets were now being generated. This refinement in budgeting had also led to an
improvement in revenue generation and as such, the Company delivered K9.7 million
actual revenue for the financial year ended 31* December, 2024 against a budget of K8.4
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million. This positive performance was carried forward into 2025 with the Company posting
higher revenue than budgeted in January of 2025.

Committee’s Observations and Recommendations
The Committee directs the Controlling Officer to avail all supporting documents to the
Auditor General for verification, subject to which the matter should be closed.

c. Compliance with Legislation and Regulations

1. Failure to Remit Statutory Contributions to the National Pension Scheme

Authority and Zambia Revenue Authority

The Committee was informed that the failure to remit outstanding arrears to the Zambia
Revenue Authority (ZRA), across all tax types, was largely attributed to the adverse effects
of the COVID-19 pandemic. The Controlling Officer explained that the pandemic severely
impacted revenue generation in the hospitality industry, thereby limiting the hotel’s ability
to meet its statutory obligations. Specifically, the inability to remit Pay-As-You-Earn
(PAYE) tax was identified as the major contributor to the accumulated arrears. The
financial strain also led to the laying off of staff in 2021, further compounding the hotel's
financial difficulties.

The Controlling Officer further informed the Committee that Management had concluded
the reconciliation of the arrears across all tax types, which resulted in an outstanding
amount of K20,239,126.07 of which K13,422,839.59 was the principle, while K6,017,576.81
was for penalties. Management applied for a payment plan to dismantle the principle
amount and subsequently requested a waiver for the penalties. The ZRA responded that
Mukuba Hotel should first pay the instalment of 30 per cent of the principle amount which
was K4,026,851.88 which the Company could not afford to pay. The Controlling Officer
further submitted that Management was engaging ZRA through an appeal to the
Commissioner General to negotiate a more workable arrangement to settle the debt.

The Committee was informed that the total amount owed NAPSA stood at K10,351,648.84
most of which was accumulated during the period of the COVID-19 pandemic, as well as
the time when Mukuba Hotel was undergoing refurbishment. During both periods, the hotel
was not generating sufficient income, which significantly constrained its ability to meet
statutory obligations. The Controlling Officer further informed the Committee that the
strategic action to liquidate the amount owed to NAPSA of K11,031,044.19 after the
reconciliations and K43,969.56 was paid to clear the principle amount. The remaining
balance of K10,933,044.19 was for penalties. Further engagements with the Branch
Manager of NAPSA Ndola office had been initiated.

Committee’s Observations and Recommendations

The Committee is concerned with the failure to remit statutory contributions and therefore,
urges the Controlling Officer to ensure that statutory contributions are prioritised
henceforth. The Committee resolves to await a progress report on the matter.
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ii. Failure to Submit an Asset Disposal Report to the Secretary to the Treasury

The Controlling Officer submitted that an Asset Disposal Committee was constituted in line
with section 44 (3) of the Public Finance Management Act, No. 1 of 2018 and inspection and
verification of assets was undertaken by independent asset valuers prior to the auction sale.
Following the auction of assets valued at K495,730, the Asset Disposal Report was prepared
and submitted to the, then, interim Board of Mukuba Hotel. However, due to changes in
Management at Mukuba Hotel and subsequent dissolution of the Interim Board, the Report
was not submitted to the Secretary to the Treasury as per the requirements of section 44 (6)
of the Public Finance Management Act, No.1 of 2018.

The Committee was informed that Management had already submitted the Asset Disposal
Report to the Secretary to the Treasury in full compliance with the requirements of Section
44 (6) of the Public Finance Management Act, No. 1 of 2018.

Committee’s Observations and Recommendations

The Committee notes the response and urges the Controlling Officer to avail supporting
documents to the Office of the Auditor General for verification, subject to which the matter
should be closed.

= Internal Control Weaknesses
i. Failure to Constitute Board Committees
The Controlling Officer explained that the failure to constitute a board of committees was
due to lack of a Board which was not in place during the period under review. The
governance gaps could not enable them to have the committees. The Committee was further
informed that governance reforms implemented at (IDC), that was responsible for Board
appointments would ensure that such gaps in governance did not recur. The Board
committees had since been constituted.

Committee’s Observations and Recommendations
The Committee will await a progress report on the matter.

ii. Operating without Key Management Positions

The Controlling Officer explained that since its re-opening in December, 2022 Mukuba
Hotel had been progressively generating revenue to sustain its operations including
employee remuneration. However, cash flow constraints had limited the Company’s ability
to fully accommodate the wage bill for the entire approved staff complement, making it
challenging to offer competitive salaries. This had led to high staff turnover and difficulties
in attracting and retaining key management personnel. Additionally, salary adjustments
were subject to approval by the Emoluments Commission, which assesses the Hotel’s
financial capacity before authorising wage increases, further restricting the ability to offer
competitive remuneration.

To address this challenge, Management was implementing a phased recruitment plan

aligned with the Company’s growing revenue base. This plan prioritised the appointment of
key management personnel, with recruitment set to commence in March, 2025. By
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strengthening the leadership team, the Company aimed to enhance operational efficiency
and improve service delivery.

Committee’s Observations and Recommendations
The Committee notes the response and will await a progress report on the matter.

3.6 NATIONAL PENSION SCHEME AUTHORITY

3.6.1 Audit Findings

An examination of accounting and other records maintained at the National Pension
Scheme Authority (NAPSA) Headquarters for the period under review revealed the
following irregularities to which the Controlling Officer responded as highlighted below.

a. Annual Performance

i. Budget and Income
The Committee learnt that during the period under review NAPSA had budgeted to collect
and generate income amounting to K25,640,626,587 from member contributions and
investments against which amounts totalling K30,727,498,118 were collected and generated
resulting in a positive variance of K5,086,871,531.

Committee’s Observations and Recommendations
The Committee resolves to close the matter.

b. Financial Analysis

i. Reduction in Net Members Service Operations
The Controlling Officer explained that the reduction in net member service operations was
on account of the introduction of the new benefit, the Pre-Retirement Lumpsum Benefit
(PRB) for which K9.2 billion was paid to 434,885 eligible members. The PRB was a one-off
withdrawal of 20 per cent of a member's accumulated indexed contributions, including
interest. The Controlling Officer further informed the Committee that to qualify, a member
should have contributed for at least sixty months, regardless of age, or be forty-five years or
older regardless of contribution history. The payment of K9.2 billion, therefore, included
arrears for members who had met the qualification criteria prior to the introduction of the
new benefit in April, 2023. Member service operations would normalise from 2024 going
forward as outlier pay-outs were not expected. Despite the large pay-outs, the net assets of
the Fund increased by 14.2 per cent to K67.7 billion in 2023 from K59.3 billion in 2022.
The Committee was further informed that the number of members and amounts of
payments had reduced drastically after the initial peak in 2023, when the PRB was
introduced. The Committee was informed that the benefit expenditure in respect of PRB
had reduced, as most members (90 per cent) with long contribution history and large
balances had claimed and received their benefits. Therefore, the significant amount of K9.2
billion paid for PRB was not expected to be repeated to such extent. The benefit expenditure
in respect of Zambia National Provident Fund (ZNPF) early withdrawals had also reduced
as the majority of members had already claimed and received their benefits.
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Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to put in place measures to enhance net
member service operations to protect the Fund's financial health and will await a progress
report on the matter.

ii. Reduction in Contributions to Benefits Ratio
The Controlling Officer explained that the reduction in contributions to benefits ratio in
2023, was caused by the introduction of the new benefit, the PRB, for which K9.2 billion
was paid to 434,885 eligible members.

Nonetheless, the number of members and payment amounts recorded following the
introduction of the PRB was not expected to reoccur as the majority (90 per cent) of
members eligible for the PRB had already claimed and received the benefit. This was
evidenced from the drastic decline in the amount paid in 2024 (K727.2 million) compared to
K9.2 billion in 2023. The contributions to benefits ratio for 2024 had consequently increased
to 3.28, a level in tandem with past experience before the introduction of the new benefit in
2023.

Committee’s Observations and Recommendations
The Committee urges the Controlling Officer to conduct an independent assessment to
determine the Fund's financial viability and will await a progress report on the matter.

iii. Total Income to Total Expenditure
The Controlling Officer submitted that the reduction in total income to total expenditure
ratio was a result of the Authority paying out significant amounts in PRB, ZNPF
withdrawal benefits and higher administration expenses associated with administering both
the new benefit and the ZNPF withdrawal benefits.

The Committee was informed that the number of members and payment amounts recorded
following the introduction of the PRB was not expected to reoccur as the majority (90 per
cent) of members eligible for the PRB had already claimed and received the benefit. This
was evidenced from the drastic decline in the amount paid in 2024 (K727.2 million),
compared to K9.2 billion in 2023.

Committee’s Observations and Recommendations

The Committee is concerned that the Total Income to Total Expenditure at NAPSA could
lead to reduced investment income. In this regard, the committee urges the Controlling
Officer to implement fiscally sound measures and prioritise long-term investment and
returns. The Committee will await a progress report on the matter.

iv. Dependency Ratio
The Controlling Officer explained that the dependency ratio reduced from 43 in 2022 to 42
in 2023 due to the increase in the number of pensioners (9.2 per cent) which was not
proportionately matched by the growth in active members (8.2 per cent). The Controlling
Officer further informed the Committee that it was expected that this ratio would keep
reducing as time elapsed and the scheme begun to mature due to the fact that more

46



members would attain the requisite number of contributions to draw a pension from the
scheme. This, coupled with improved life expectancy in the country, would see the ratio
reduce further. Nonetheless, Management would continue monitoring the ratios.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to put in place measures to ensure that there is
a direct proportion between active members and pensioners and will await a progress report
on the matter.

v. Non- Performing Loans and Advances

e Livingstone Market and Bus Station Management Company Limited

e Delayed Recovery of the Loan
The Controlling Officer explained that the delay to recover the loan was attributed to
protracted negotiations between NAPSA; Ministry of Local Government and Rural
Development (MLGRD); and Livingstone City Council (LCC), between 2022 and 2024
regarding MLGRD and LCC settling the debt owed to NAPSA.

The Committee was informed that NAPSA had issued a Notice of Termination dated 15"
July, 2024 giving the MLGRD and the LCC sixty days to pay the outstanding amounts.
Following the lapse of the sixty days’ notice, NAPSA gave notice of referral of the dispute
to arbitration and requested LCC and MLGRD to propose their preferred arbitrators, in
accordance with the Principal Agreement. There being no response from LCC and
MLGRD, NAPSA proceeded to request the Chartered Institute of Arbitrators (CIARB) to
appoint a three-person Arbitral Tribunal. The CIARB proposed names of three Arbitrators
which had since been accepted and now the Authority awaited formal appointment of the
said arbitrators.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to caution Management for failing to conduct
adequate due diligence before signing the contract and will await a progress report on the
matter.

e Failure to Use Procured System - Bus Terminus and Market Management
System (BTMMYS)

The Controlling Officer informed the Committee that the system was developed to be used
for cashless collection of revenue by the Special Purpose Vehicle (SPV) that should have
been handed the responsibility of managing the Livingstone Market and Bus Station on
behalf of NAPSA. Further, the system was handed over to the Livingstone City Council as
part of the Bus Terminus and the Market. As the system was bespoke, the claim for
payment from LCC included the cost of the system.

The Committee was further informed that NAPSA had commenced legal action to recover
the full value of the loan, and the amount spent on the system. NAPSA had declared a
dispute and had proceeded to arbitration to recover the sum of K9,292,890.74 being the cost
of systems for bus terminus ticketing, receipting and USSD code messaging. Although the
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cost of the system was not a direct loan and part of the Principal and Financing Agreement,
the demand for repayment had been made to MLGRD and LCC because of their failure to
yield possession of the Market and Bus Station to the Authority. The breach on their part
had caused the non-use of the procured system.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to institute disciplinary action against erring
officer(s) and submit supporting documents for audit verification. The Committee further
urges the Controlling Officer to ensure that the loans are recovered and will await a progress
report on the matter.

c. Pre-retirement Benefits - Fraudulent Claims

The Controlling Officer submitted that the pre-retirement benefits were introduced in 2023.
In order to implement the same and make it easy for the members to access the benefit,
Management came up with processes and systems that required the validation of a
member's ID with other stakeholder institutions such as Mobile Network Operators
(MNOs) and banks.

Further, the fraudulent PRB claims were caused by identity thefts arising from lack of a
robust way of verifying member IDs due to the weaknesses with the current National
Registration Cards (NRC) system. The fraudsters essentially stole NRC details for targeted
member accounts and proceeded to produce duplicate NRCs bearing the fraudsters’
passport size photos but names and date of births of the legitimate members. Using the
duplicate NRCs, the fraudsters managed to compromise the controls that were anchored on
verifying the NRC furnished by the applicant against member information held by NAPSA
and by other third parties. Furthermore, the frauds were perpetuated by some of the
Authority’s staff colluding with external criminal elements.

Nonetheless, the following corrective measures had been put in place:

a) Management took disciplinary action against the internal staff who were identified as
perpetrators of the frauds, leading to the termination of their employment.
Additionally, Management was also consulting whether or not it could recover some
of the funds from the employees’ balances under the in-house staff pension scheme.
Following the conclusion of the internal disciplinary process, Management was
initiating an insurance claim so that it might recover the lost funds.

b) Management had engaged both Zambia Information and Communications
Technology Authority (ZICTA) and the Zambia Police Service to carry out forensic
investigations into the reported criminal activities. This included making formal
reports to the investigative wings. The Police were further prosecuting the matter in
the courts of law against the named culprits.

¢) Management had implemented additional controls on the systems that included
strengthening the third-party authentication process and enforced the submission of
additional Know Your Customer (KYC) information, such as details for dependents
of members that had not claimed their PRB. Management was further working on
upgrading the members’ onboarding process by integrating with other stakeholder
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institutions such as ZRA, Government Service Bus (GSB), Road Transport and
Safety Agency (RTSA) to name a few to enforce collection and verification of
members’ pertinent KYC details such as passport sized photo, verified mobile phone
number and bank account details at registration. The upgraded system was scheduled
for deployment in the second quarter of 2025.

Committee’s Observations and Recommendations

The Committee expresses concern about fraudulent claims related to the NAPSA pre-
retirement benefits. In this regard, the Committee recommends that the Authority’s IT
systems should be enhanced in order to prevent fraud within the pre-retirement benefits
system and will await a progress report on the matter.

d. Actuarial Valuation
i. Projection of Fund Sustainability

The Controlling Officer explained that the projection of the long-term financial
sustainability of the Fund was based on a number of assumptions which were derived from
careful examination and analysis of data. The assumptions were nevertheless subject to
uncertainty and therefore, produced estimates based on different sensitivity scenarios. The
projection of the Fund remaining solvent until 2067 was based on assumptions of constant
contribution rate of 10 per cent, investment return of 12 per cent per annum, wage inflation
of 7 per cent per annum and on assets of K67.7 billion as at 31* December, 2023. These
assumptions were conservative.

In view of the foregoing, the measures highlighted below were put in place.

a. In light of the rate of investment return achieved on the assets of the Fund being very
important for financial sustainability, the Authority had set itself a target of achieving
a portfolio rate of return higher than the actuarial assumption of 12 per cent per
annum. This was in line with the actuarial results which showed that if the Authority
achieved a rate of return of 13 per cent, the Fund would remain positive for 10 more
years until 2077.

b. Increase the contribution rate from the current 10 per cent to the required level of
contribution rate so that the current assets, along with future contribution income
and investment return would be enough to cover the expected future expenditure of
the scheme in the long term. The results of the actuarial assessment showed that the
Fund was currently in a healthy financial position and there was no immediate need
to increase the contributions or reduce the cost of benefits.

c. The Authority would continue to monitor the development of the Fund through
conducting actuarial assessments after every three years as required by the National
Pension Scheme Act, No. 40 of 1996.

Committee’s Observations and Recommendations
The Committee resolves to close the matter, subject to audit verification.
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ii. Benefit Payments
The Controlling Officer explained that the payment of benefits in amounts totalling K9.2
billion to approximately 435,000 active members was as a result of the introduction of a new
benefit under the Scheme. The National Pension Scheme (Amendment) Act, No. 1 of 2023
provided for payment of a one-off pre-retirement lumpsum benefit to eligible members of the
Scheme. Further, the Committee learnt that Management would continue monitoring the
ratios.

Committee’s Observations and Recommendations
The Committee resolves to close the matter, subject to audit verification.

iii.  Investment Performance
The Controlling Officer explained that the low returns on real estate and investment
properties was caused by the high cost of maintenance. The cost of maintaining the old
commercial buildings was assessed to be high, relative to the rental income that they were
able to generate. An evaluation of how the performance of the selected buildings could be
improved showed that the returns would remain low.

Nonetheless, in 2023, the Authority advertised and offered for sale some of the old
commercial buildings and bare land parcels which were identified for disposal. As of 28™
February, 2025, the Authority had sold a total of eight commercial buildings and of these,
five had been fully paid for. Two land parcels had been sold and had been partially paid for.
The Authority had developed a work plan for how to improve the performance of the
properties that would not be disposed of.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that the remaining investment
properties are rehabilitated from time to time in order to improve their returns and will
await a progress report on the matter.

e. Operational Matters

i. Outstanding Concession Fees to the Department of National Parks and Wildlife
The Controlling Officer explained that the delay in the execution of the debt swap was, in
part, due to challenges in compiling monthly returns to allow for the determination of the
exact sum of statutory contributions that were to be subjected to the debt swap. The delay
was also caused by the need to obtain necessary approvals from the relevant authorities.
In view of the foregoing, Management had principally effected the debt swap with the
Ministry of Tourism, following the payment of K17,616,580.13 from the K18,974,988.23
outstanding in contributions. The Authority equally commenced the process of settling the
concession fees that were owed to the Department of National Parks and Wildlife (DNPW)
given that the substantial amount of the statutory debt had since been cleared.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to expedite the process of paying the
outstanding concession fees without any further delay and will await a progress report on
the matter.
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ii. Contract for Construction of the Housing Units
o Unrecovered Advance Payment - Earthrow
The Controlling Officer informed the Committee that the payment of advance into a wrong
account was due to administrative lapse and administrative action had already been taken.
The Committee was informed that the contract was terminated due to various fundamental
breaches committed by the contractor. At the time of contract termination, the contractor
had not done sufficient value of works to enable full recovery of the advance payment.
Further, the payment of the advance payment funds into a wrong account held at Bank of
China invalidated the advance payment guarantee issued by UBA Bank.

The Committee was further informed that Management had implemented control measures
to ensure that advance payments were paid correctly. In addition, Management also
declared a contractual dispute to recover the monies owed to the Authority by the
contractor comprising the unrecovered portion of the advance payment and the 25 per cent
applicable penalty on the value of incomplete scope of works in line with the contract
provisions. Management further made a call on the performance bond which the insurance
company was yet to honour and was pursuing available legal means to compel the
insurance company to honour the call on the performance bond after a follow up demand
was served on the company.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that the unrecovered advance
payments are properly accounted for and supporting documents availed for audit
verification and will await a progress report on the matter.

e Prolonged Disposal of the Fifty Housing Units

The Controlling Officer explained that the disposal of the houses had taken long because of
protracted closure of the matter after the contractor disputed the claim by NAPSA to
recover outstanding contractual liabilities from the contractor. There was an observation
that before the sale of the houses could commence, the arbitrator needed to be appointed,
which process took long because the first arbitrator was not accepted by the other party.
Having settled on the arbitrator, he needed to visit the site and note the actual progress
made on the project. After the site visit by the arbitration tribunal, Management would then
seek clearance to proceed with the sale.

The Committee was informed that the Authority had prepared guidelines and procedures
that would be followed in managing the sale of the houses in Chinsali. However,
Management was guided not to commence the sale of the houses since there was need to
inspect them in their current state, while the matter was still under arbitration.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that these housing units are disposed
of promptly and to submit all necessary documentation to the Auditor General for
verification. The Committee will await a progress report on the matter.
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iii. Riverview Park - Outstanding Advance Payment
The Committee learnt that the contract was terminated for fundamental breach as a result of
Zambia National Service (ZNS)’s unilateral decision to opt out of the contract. At the time
of termination, ZNS had not done sufficient value of work to enable full recovery of the
advance payment.

Further, the Committee was informed that Management had made a call on both the
advance payment guarantee issued by ZANACO and a call on the performance bond issued
by Goldman Insurance Company Limited. However, the enforcement of both the bond and
the guarantee were put on hold pending a decision to re-engage ZNS to complete the works
following Attorney General’s advice to ZNS and a Legal Opinion rendered to NAPSA. This
was after ZNS formally expressed willingness to be re-engaged and complete the works
successfully. ZNS had indicated that they anticipated liquidating their contractual liabilities
to NAPSA if they were re-engaged on a new contract to complete the project.

Furthermore, Management was in the process of engaging the design and supervision
consultant to update the scope, prepare the dilapidation schedule and tender documents.
ZNS should be given an opportunity to participate in this new tender process. In the
meantime, Management should proceed to make another demand or use available legal
means to compel ZANACO and Goldman Insurance to honour both the Advance Payment
Guarantee and the Performance Bond, respectively.

Committee’s Observations and Recommendations

The Committee strongly urges the Controlling Officer to take prompt action to recover the
outstanding advance payment regarding the Riverview Park Housing project and submit
supporting documents to the Auditor General for verification and will await a progress
report on the matter.

1v. Irregularities in the Membership Database - Unpaid Member Contributions by
Employers
The Controlling Officer highlighted the root causes set out below. Default by Public
Institutions — Many Local Authorities and Parastatals had been facing financial challenges
which had affected their ability to meet statutory obligations. Approximately 65 per cent of
the total debt was attributed to Local Authorities and Parastatals, while 20 per cent related
to the Central Government and Public Administration.

e Weak Enforcement Mechanisms — Inadequate enforcement tools within the law had
made it difficult to ensure full compliance from some defaulting employers.

e Escalation of Penalties — In excess of 90 per cent of the outstanding debt was in
respect of penalties which continued to grow at the rate of 10 per cent monthly until
the principal debt was paid. The penalties were however eligible for up to 75 per cent
write-off under the penalty waiver programme currently underway.

e Low Compliance by Private Sector Employers — Some employers in the private
sector, particularly SMEs, had not consistently been remitting contributions due to
the challenging business environment. The private sector debt accounted for
approximately 15 per cent of the total outstanding amount.
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The Controlling Officer submitted that the measures highlighted below had been
implemented to correct the situation.

Engagement with the Ministry of Finance and National Planning and Line
Ministries - The Authority had actively engaged the Ministry of Finance and
National Planning; MLGRD; and other relevant ministries for financial bailout to
support ailing parastatals such as ZAMPOST; TAZARA; and ZAWA as well as to
develop sustainable mechanisms for addressing non-compliance by affected Local
Authorities and State-Owned Enterprises (SOEs).

Current Enforcement Action - The Authority had undertaken eighty-two
prosecutions against defaulting Local Authorities and fourteen prosecutions against
Parastatals. As a result of these enforcement activities, K8,722,427.58 and
K29,709,855.03 had been successfully collected, respectively. Additionally,
K5,638,871.91 and K22,892,896.99 had been recovered through fifty-nine (59) Time-
to-Pay Agreements (TPAs) and fifty-two debt swaps from Local Authorities and
Parastatals.

Implementation of the Penalty Waiver - Following the amendment of the National
Pension Scheme (Amendment) Act, No. 20 of 2022, which revised the penalty rate and
provided for penalty waivers, the Authority launched the Penalty Waiver Project on
8™ January, 2024. This initiative, set to run for three years, was designed to support
employers in settling arrears while benefiting from relief on outstanding penalties. As
of 4™ March, 2025 a total of 5,236 employers had successfully applied for penalty
waiver with about K2 billion of penalties waived. Additionally, the Authority had
intensified compliance enforcements to reduce the growing debt stock.

Strengthening Enforcement Mechanisms - The Authority was undertaking legislative
reforms aimed at strengthening and broadening its enforcement tools. Key proposed
enforcement measures included:

o Mandatory Filing of Monthly Returns - Employers would be legally required to
submit monthly returns, ensuring better compliance monitoring and enabling
timely recovery actions.

o Increased fines for Offences - The existing fines for non-compliance had proven
insufficient in deterring violations. The proposed amendments would introduce
stricter financial fines to discourage deliberate non-payment. This would prevent
situations where employers found it more financially viable to pay fines rather
than settle their actual pension obligations.

o Attachment of Debts from Defaulting Employers - The amendments would grant
the Authority the legal power to attach debts from defaulting employers’ assets or
income held by third parties. This provision would serve as an additional
enforcement tool to recover unpaid contributions.

The Committee was further informed that the proposed amendments to the National Pension
Scheme Act were expected to significantly improve compliance levels and address structural
challenges contributing to unpaid contributions. In the interim, the Authority was
enhancing regulatory oversight through increased inspections; employer engagement; data
cross-referencing with other state institutions; and legal enforcement where necessary.
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Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that accurate membership data is
maintained and supporting documents availed to the Auditor General for verification. The
Committee further urges the Controlling Officer to ensure that member contributions are
paid by eligible employers at all times. The Committee will await a progress report on the
matter.

v. Delayed Recovery of the Loan - Investment in Non- Listed Equity Assets -
Marcopolo Tiles Company Zambia Limited

The Controlling Officer explained that the loan agreement provided that repayments would
be made by Marcopolo Tiles to NAPSA on behalf of IDC. After the initial payments were
made, Marcopolo stopped remitting funds to NAPSA as their understanding was that
payments would be made out of the dividends due to IDC. Following protracted
engagements with IDC and Marcopolo, the Authority filed an application to the High Court
in January, 2025 to foreclose the property owned by Marcopolo Tiles, which was pledged as
collateral for the loan to IDC. The foreclosure proceedings had been stayed for thirty days to
allow parties to invoke clause 29 of the Financing Agreement which was a pre-requisite to
foreclosure proceedings.

Committee’s Observations and Recommendations
The Committee will await a progress report on the matter.

vi. Failure to Carry out an Independent Valuation on Acquisition
The Committee was informed that there was a lapse and therefore no independent valuation
of the shares was undertaken by NAPSA prior to the purchase of shares.

In view of the foregoing, the Board resolved that Management should establish what the
correct valuations should have been at the time of the purchase of shares. The Terms of
Reference for the procurement of independent valuation services had since been done and
appropriate action would be taken depending on the outcome of the valuation.

In addition, improvements to the control environment involving the strengthening of
policies and procedures to prevent omissions that could have happened in the past had also
been made. Section 2.11 of the Statement of Investment Policy approved in 2023 had a
requirement for independent valuations where applicable.

Committee’s Observations and Recommendations

The Committee finds the explanation of the Controlling Officer unacceptable and therefore
recommends that disciplinary action be meted out against the officer(s) responsible for the
failure to carry out an independent valuation on acquisition and submit supporting
documents for audit verification. The Committee will await a progress report on the matter.

54



3.7 MULUNGUSHI UNIVERSITY

3.7.1 Audit Findings

A review of financial and other relevant records maintained at the University for the
Financial Years ended 31* December, 2022 and 2023 revealed the following irregularities to
which the Controlling Officer responded as highlighted below.

a. Budget and Income

The Controlling Officer explained that the Government released a total of K65,857,869 in
the period under review. The release of funding was in addition to other efforts such as the
sponsorship of students through the loan scheme and meal allowances. Further, the
Committee was informed that internally generated income in the same period amounted to
K618,090,012 compared to a budget of K625,915,047 giving a negative variance of 1 per
cent. The Committee was informed that Management had put in place measures to improve
student numbers with a view to improving financial performance.

Furthermore, the Committee was informed that the University spent a total of
K565,497,896. The expenditure was in line with the available resources in the period.
Therefore, Management strived to ensure it produced balanced budget to avoid
accumulation of debt.

Committee’s Observations and Recommendations
The Committee resolves to close the matter, subject to audit verification.

b. Information and Communication Technology Systems
1. Lack of Adequate Off-site Backup

The Controlling Officer submitted that the University had been maintaining an off-site
backup of the three major systems which were Exams/Edurole (Student Information
System), Sage 300 and the Domain Controller, by replicating them at another campus’
storage site in Kabwe Town. Further, the University had since implemented an adequate
off-site backup mechanism at Zambia Research & Education Network (ZAMREN) in
Lusaka.

Committee’s Observations and Recommendations
The Committee resolves to close the matter, subject to audit verification.

ii. Use of Unsupported Software - Computers
The Controlling Officer submitted that the majority of the computers that were running on
Microsoft Windows 7 were those donated by the Chinese Government and were in the
Computer Laboratory used by students for practicals, as well as student registration.
Further, all the computers in the University had since been upgraded to Windows 10 or 11
after acquiring the necessary hardware accessories and Windows 10 licences.
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Committee’s Observations and Recommendations
The Committee notes the response and resolves to close the matter, subject to audit
verification.

c¢.  Annual Performance — Failure to Achieve Some Strategic Objectives
The Controlling Officer explained that the University was not able to meet some of the
strategic objectives due to external factors such as limited funding for the 6 x 4 storey
student hostels. Further, the Committee was informed that these activities had been
provided for in the 2024 - 2028 Strategic Plan. In the meantime, the University had a
Council that was tracking the projects towards achieving strategic objectives.

Committee’s Observations and Recommendations

The Committee observes that the University’s failure to achieve some of the strategic
objectives continues to compromise the effective delivery of services to students. The
Committee recommends that the University Council should put in place measures to
ensure that the unmet strategic objectives are met without fail. The Controlling Officer is
also directed to avail supporting documents to the Office of the Auditor General for audit
verification. The Committee awaits a progress report on the matter.

d. Compliance with Legislation/Regulation

1. Failure to Disqualify Bidders with the Same Beneficial Ownership
The Controlling Officer submitted that at the time of audit, the Procurement Committee
was not privy to the fact that Yamiko Solutions Limited and Famach Hardware & General
Dealers, had the same beneficial owner since the three companies had different names and
locations. The Committee was further informed that going forward, the University had
implemented the process of vetting beneficial owners on procurements.

The University had written to the Zambia Public Procurement Authority (ZPPA) seeking
further guidance on the matter. As an immediate measure, the University had ceased
business dealings with the said suppliers. The Controlling Officer stated that the then Acting
Vice-Chancellor who was responsible had since resigned after being suspended, while the
then Procurement and Supplies Manager who was supposed to have advised the
Procurement Committee but did not do so, had since been dismissed.

Committee’s Observations and Recommendations

The Committee observes that the failure by the Council to disqualify bidders with the same
beneficial ownership, violated Regulation 145 (4) (b) of the Public Procurement
Regulations, Statutory Instrument No. 30 of 2022. The Committee urges the Controlling
Officer to implement vetting mechanisms that will ensure compliance with the regulations
going forward and avoid recurrence of the query. The Committee will await a progress
report on the matter.

ii. Drilling of Boreholes at Livingstone School of Medicines and Health Sciences

e Irregular Award of Contract
¢ Failure to Attend a Mandatory Site Visit
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The Controlling Officer submitted that the contract for drilling of two boreholes at the
School of Medicine and Health Sciences in Livingstone, was awarded to Greenland Water
Drilling Zambia Limited, on the basis of payment terms being after completion of works,
since other bidders wanted 100 per cent upfront. Further, Management acknowledged the
lapse that occurred on the part of the Procurement Department, for not disqualifying the
bidder at the preliminary stage of evaluation on the basis of not attending the mandatory site
visit. The Committee was informed that since the supplier drilled ‘dry boreholes’, the
University did not pay as the payment terms were that it would be after the successful
execution of works.

Furthermore, the then Acting Vice-Chancellor who was responsible had since resigned after
being suspended while the Procurement and Supplies Manager who was supposed to advise
the committee but did not do so had since been dismissed. Consequently, Management had
put in place measures to ensure that the University complied with the Public Procurement Act,
2020 and all the regulations during contract procurement processes.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to put in place strong internal control
measures to ensure that the procurement processes are adhered to without exception. The
Committee also urges the Controlling Officer to ensure that Management urgently recruits
qualified staff in the Procurement Department. The Committee resolves to await a progress
report on the matter.

iii. Irregular Payment of Advance Payment — Supply of Classroom Desks

The Controlling Officer submitted that the contract for the supply of 330 units of class room
desks was awarded to Mambuzi Limited on the basis of them being the cheapest. However,
Management acknowledged the lapse that occurred on the part of the Procurement
Department, which should have noted that the 50 per cent advance payment indicated on
the supplier’s quotation was contrary to the regulations, and this fact should have been
communicated to them during the solicitation stage. The Committee was further informed
that Management had put in place measures to ensure that the Public Procurement Act, 2020
and regulations were strictly adhered to during the contract award and management
processes. The Controlling Officer stated that the then Acting Vice-Chancellor who was
responsible had since resigned after being suspended while the Procurement and Supplies
Manager who was supposed to advise Management but did not do so, had been dismissed.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that the measures put in place are
implemented and yield positive results to avert the recurrence of the query. The Committee
directs the Controlling Officer to avail supporting documentation to the Office of the
Auditor General for audit verification subject to which the matter should be closed.

iv. Wasteful Expenditure - Upgrading of SAGE 300 ERP to 2023 Version
The Controlling Officer submitted that the supplier failed to finish the upgrade which left a
number of modules not working despite numerous efforts to engage them. The University
was put under pressure to publish student results and process financial data as Sage 300 was
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the main financial system. Therefore, as observed by the auditors, another Company,
Mupuma Management Solutions Limited was engaged that concluded the upgrade at a cost
of K49,880.

Arising from the above, the University had since initiated the process of recovering the
K49,880 from IT Centre Zambia Limited. A demand letter was issued to IT Centre Zambia
Limited in an effort to recover the said sum of money. Since the demand letter and repeated
efforts to recover the funds had not been responded to by the supplier, the University was in
the process of commencing legal action against them to recover the funds. The Committee
was informed that the then Procurement and Supplies Manager responsible was dismissed.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that the payment for the upgrading
of SAGE 300 ERP to 2023 Version, amounting to K49,880 is recovered from IT Centre
Zambia Limited without fail. The Committee resolves to await a progress report on the
matter.

V. Irregularity in the Communication and Sourcing of Quotations from Suppliers
The Controlling Officer submitted that there was an oversight on the part of the
Procurement Department in that one generic request for quotations was being sent to all the
suppliers without addressing it to any of them. The Controlling Officer informed the
Committee that while quotations were received from suppliers, signed responses
acknowledging receipt of their respective request for quotations were not obtained.

The Committee was further informed that Management had put in place measures to ensure
that, this requirement was strictly adhered to during bid solicitation in the procurement
process. The then Acting Vice-Chancellor resigned after being suspended while the
Procurement and Suppliers Manager who was responsible was dismissed.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that the University complies with
section 17 (1) of the Public Procurement Act, 2020. The Committee will await a progress report
on the matter.

e. Staff Related Matters

i. Over Expenditure
The Controlling Officer submitted that the University had introduced an in-house pension
scheme (defined benefit) at the rate of 25 per cent fully sponsored by the employer for all
permanent and pensionable members of staff in December, 2021. At the point of
introduction of this scheme, the 2022 budget had already been prepared and approved.
Previously, all allied members of staff were on a defined contribution pension scheme where
they accrued their pension benefits at the rate of 12.5 per cent sponsored by the employer
and a further contribution of 5 per cent by the employee. The 2022 budget was prepared on
this initial basis and therefore, this equalisation of all members of staff contributed to the
variance.
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The Committee was further informed that in the year 2023, housing allowance was
budgeted at 20 per cent of basic pay while transport was budgeted at 10 per cent of basic pay
as per previous approved negotiated conditions of service for all members of staff. After the
2023 negotiations which were concluded after the 2023 budget had been prepared and
approved, the approved conditions of service carried housing allowance at 20 per cent net of
tax while transport allowance was increased to 15 per cent. This meant that housing
allowance was to be grossed up. These two contributed to the observed variance.

Additionally, the in-house pension scheme might not appear on the payroll, the expense was
recognised in the income statement in the same way the employer’s contributions for
NAPSA and NHIMA were expensed. It was this expenditure posted to the ledgers that
resulted in the variances referred to above.

In addition, expenditure on part time lecturers’ emoluments also grew following the growth
in student numbers. The Committee was informed that the variances were within the
tolerable range of 4.2 per cent above budget for 2022 and 3.6 per cent for 2023. The variance
could only be determined after all provisions were factored in at the year-end.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that the University controls and
minimises over expenditure going forward. The Committee resolves to close the matter,
subject to audit verification.

ii. Failure to Fill Staff Establishment
The Controlling Officer informed the Committee that the full complement of the
establishment responded to the ideal number of students set forth by the University. In this
regard, the University was expected to fill up the entire establishment when student numbers
and subsequently revenue improved up to optimal levels.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to enhance its enrolment process and explore
new avenues for generating revenue at the University to allow it to fill its staff
establishment. The Committee will await a progress report on the matter.

iii. Officers with Net Pay Less than 40 Per cent of Basic Salary

The Controlling Officer explained that the University operated a business centre and the
farm under its Commercial/Business Unit. For the years under review, particular attention
was paid to staff indebtedness relating to external loans and internal salary advances, and
any staff member intending to borrow was required to undergo clearance from the Finance
Department. Management had initially given leeway for members of staff to procure
foodstuffs and beverages sold at the University Farm and Business Centre on credit without
clearance and recovery effected from their salaries. These recoveries led to some staff falling
below 40 per cent. The Committee learnt that some employees were on half pay for some
months during the period under review due to disciplinary or medical reasons.
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The Committee was further informed that some employees maintained savings accounts
which appeared as deductions on staff pay slips when in fact not. After adding back all such
savings to employees’ net pays, some employees’ percentages were above the recommended
threshold of 40 per cent.

The Committee was informed that Management had since introduced stringent measures to
ensure that any member of staff getting foodstuffs on credit from the farm or business centre
should be checked for his/her indebtedness first. Members of staff were cautioned regarding
the same. An Internal Clearance Sheet for internal debts had since been introduced.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to caution Management for failing to adhere
to the conditions of service regarding employee debt service ratios and ensure that the query
does not recur. The Committee will await a progress report on the matter.

f. Failure to Collect Student Tuition Fees
The Controlling Officer explained that although the University’s Financial Policy stipulated
that 50 per cent of fees should be paid before registration and the remaining 50 per cent paid
before the end of the semester, Management had used its discretion to allow students who
had not paid up to 100 per cent to sit for examination on condition that their results would
be withheld until they settled their balances.

However, the quoted receivables outstanding balance of K80,219,785 referred to by auditors
comprised current debts, as well as old debts whose collection was still ongoing. Old debts
dating as far back as 2008, were being recommended to be written off as bad debts. Several
factors led to fees remaining uncollected, which included inter alia:

withdrawal from the University;

expulsion due to examination malpractices;
exclusion due to failure;

discontinuation due to financial challenges; and
death.

Regarding debts relating to the 403 students, the total, according to the schedule was
K6,892,345.76. However, after reconciliation was done, it was discovered that the
individual figures captured by auditors were doubled and that the correct figure should have
been K3,446,172.88. The Committee learnt that out of the corrected figure of
K3,446,172.88, invoices totalling K2,453,054.38 had since been reversed as they related to
366 students who did not report to the University. This was because the system
automatically invoiced all students whose billing was triggered by auto-registration.

The Committee was further informed that the sum of K612,694.50 related to invoices issued
to twenty-five students who were either members of staff or dependants of members of staff
who paid for their fees by recoveries from their salaries through payroll over a period of
time. Such deductions were posted in the system as Credit Notes instead of receipts, leaving
a balance of K380,424 for twelve students whose collection was still ongoing.
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Committee’s Observations and Recommendations

The Committee expresses dissatisfaction with the University's weak internal controls that
resulted in uncollected student tuition fees and urges the Controlling Officer to enhance
internal control mechanisms to prevent future debt accumulation. The Committee further
urges the Controlling Officer to instruct Management to prioritise the audit process in
future, emphasising the need to avoid errors that lead to duplicated figures. The Committee
will await a progress report on the matter.

g. School of Medicine and Health Science (SoMHS) - Unaccounted-for Left-over
Building Materials

The Controlling Officer explained that stores records at the School of Medicine and Health

Sciences, Livingstone Campus, were not updated at the time of audit verification. However,

blocks, pan bricks, cement, stones, building sand and brick force wire that were left after

completion of the main building, were used for the construction of the wall fence at the

same site as per the table below:

UNACCOUNTED FOR BUILDING MATERIALS FOR THE LIVINGSTONE PROJECT  Appendix ....

Appendix 1

LIVINGSTONE PROJECT INVENTORY LIST OF BUILDING MATERIALS - PREPARED 23/01/2023

S/N |DESCRIPTION UNIT oTY RATE | AMOUNT |Audit Comment Wall Fence Materials
_1 Obscured glass Sheets 15| 1,100.00 16,500.00 |Not accounted for as at 16/06/2024
2|{PVC Ceiling (45 bundles of 15 each) [No. 1 90.00 90.00 |Not accounted for as at 16/06/2024
3|PVC Cornices No. 80 30.00 2,400.00 (Not accounted for as at 16/06/2024
4(Pan Bricks No. 45,000 9.00 405,000.00 |Not accounted for as at 16/06/2024 405,000.00
5{2'x2" brandering full timber No. 30 80.00 2,400.00 [Not accounted for as at 16/06/2024
6|Cement 50Kg bags 1,065 140.00 149,100.00 |Not accounted for as at 16/06/2024 149,100.00
7(25mm PPE pipe No. 20 160.00 3,200.00 |Not accounted for as at 16/06/2024
8|160mm plain bend No. 3 250.00 750.00 |Not accounted for as at 16/06/2024
9{110mm inspection bend No. 9 75 675.00 [Not accounted for as at 16/06/2024
10|110mm PVC bend plain No. 5 60 300.00 [Not accounted for as at 16/06/2024
11{200x150 IPE/12m No. 2| 6,100.00 12,200.00 |Not accounted for as at 16/06/2024
12|Mild Steel plate 6mm thick No. 41 4,750.00 19,000.00 |Not accounted for as at 16/06/2024
13|{M20- 1m threaded rods No. 20 290.00 5,800.00 |Not accounted for as at 16/06/2024
14|Stones loads 16 | 6,000.00 96,000.00 |Not accounted for as at 16/06/2024 96,000.00
15|Building Sand loads 19 | 2,000.00 38,000.00 [Not accounted for as at 16/06/2024 38,000.00
166" Blocks No. 46,000 6.80 | 312,800.00 |Not accounted for as at 16/06/2024 312,800.00
17|Reinforcement Baskets No. 31 2,500.00 7,500.00 |Not accounted for as at 16/06/2024
18|Brickforce. Rolls 169 38.00 6,422.00 |Not accounted for as at 16/06/2024 6,422.00
19| Adaptor No. 1 100.00 100.00 [Not accounted for as at 16/06/2024
20|50x25 Rectangular tubes No. 10 | 280.00 2,800.00 [Not accounted for as at 16/06/2024
21|Metal trunckings No. 15 - |Not accounted for as at 16/06/2024
22|Male and female plugs (Electrical) ~ |No. 40 - [Not accounted for as at 16/06/2024
23| Arma Flex cables No. 25 - |Not accounted for as at 16/06/2024
Total 1,081,037.00 1,007,322.00
Balance 73,715.00

Further, the Committee was informed that since force accounting was used for the School of
Medicine Project, both the building and the wall fence were considered as one project.
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Addendum After Second Physical Verification with Auditors in Livingstone

SCHEDULE 18

LIVINGSTONE PROJECT INVENTORY LIST OF UNACCOUNTED FOR BUILDING MATERIALS

S/N|DESCRIPTION UNIT oTY RATE AMOUNT Audit Comment Wall Fence Materials
1 |Obscured glass Sheets 15 1,100.00 16,500.00 [Not accounted for as at 16/06/2024
2 [PVC Ceiling (45 bundles of 15 each) [No. 1 90.00 90.00 [Not accounted for as at 16/06/2024
3 |PVC Cornices No. 80 30.00 2,400.00 [Not accounted for as at 16/06/2024
4 |Pan Bricks No. 11,524 9.00 103,716.00 |Not accounted for as at 16/06/2024 103,716.00
5 |2'x2' brandering full timber No. 30 80.00 2,400.00 |Not accounted for as at 16/06/2024
6 |Cement 50Kg bags 1,065 140.00 149,100.00 |Not accounted for as at 16/06/2024 149,100.00
7 |25mm PPE pipe No. 20 160.00 3,200.00 |Not accounted for as at 16/06/2024
8 |160mm plain bend No. 3 250.00 750.00 [Not accounted for as at 16/06/2024
9 [110mm inspection bend No. 9 75 675.00 [Not accounted for as at 16/06/2024
10 [110mm PVC bend plain No. 5 60 300.00 [Not accounted for as at 16/06/2024
11 |200x150 IPE/12m No. 2| 6,100.00 12,200.00 |Not accounted for as at 16/06/2024
12 |Mild Steel plate 6mm thick No. 4| 4,750.00 19,000.00 |Not accounted for as at 16/06/2024
13 |M20- 1m threaded rods No. 20 290.00 5,800.00 |Not accounted for as at 16/06/2024
14 [Stones loads 16 | 6,000.00 96,000.00 |Not accounted for as at 16/06/2024 96,000.00
15 |Building Sand loads 19 | 2,000.00 38,000.00 [Not accounted for as at 16/06/2024 38,000.00
16 [6" Blocks No. 46,000 6.80 312,800.00 [Not accounted for as at 16/06/2024 312,800.00
17 |Reinforcement Baskets No. 31 2,500.00 7,500.00 |Not accounted for as at 16/06/2024
18 |Brickforce. Rolls 169 38.00 6,422.00 |Not accounted for as at 16/06/2024 6,422.00
19 |Adaptor No. 1 100.00 100.00 |Not accounted for as at 16/06/2024
20 |50x25 Rectangular tubes No. 10 280.00 2,800.00 |Not accounted for as at 16/06/2024
21 |Metal trunckings No. 15 115.00 1,725.00 |Not accounted for as at 16/06/2024
22 [Male and female plugs (Electrical) No. 40 35.00 1,400.00 |Not accounted for as at 16/06/2024
23 |Arma Flex cables No. 25 44.00 1,100.00 [Not accounted for as at 16/06/2024
Total 783,978.00 706,038.00
Balance 77,940.00

Furthermore, the Committee learnt that the second physical verification was undertaken
with auditors at the School of Medicine, Parkview Campus in Livingstone. During this visit,
collaborative evidence was gathered, and it was determined that:

a.

only 11,524 face bricks were used for cladding the wall fence, as per memo dated 25®
June, 2024 from the Assistant Registrar, requesting for payment of casual workers
who executed the works, at the rate of K1.50 per brick. The payment was made on
19" July 2024 on Voucher No. 1907202401;

the rate of payment for cladding face bricks was confirmed on another memo from
the then Resident Engineer dated 1* November, 2022;

the total amount paid for cladding face bricks on the main building was K76,549.00
as per the payment voucher dated 7" December, 2022, Voucher No. 07122201. This
meant approximately 51,032 face bricks were used on the main building;

a total of 2,500 face bricks were transferred to Main Campus Gate Project in Kabwe,
as per memo from the General Maintenance Officer dated 16™ November, 2023;
when added, the face bricks that were used on the main building (51,032) to what
was consigned to Main Campus (2,500) and what was used on the wall fence
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(11,524), the total came to approximately 65,000, being the total number of bricks
that were acquired; and

f. the Engineer’s report that earlier indicated the figure of 45,000 face bricks was
adjusted accordingly to the verified figure of 11,524.

Committee’s Observations and Recommendations

The Committee directs the Controlling Officer to avail supporting documentation to the
Office of the Auditor General for audit verification subject to which the matter should be
closed.

3.8 NATIONAL HERITAGE CONSERVATION COMMISSION

3.8.1 Audit Findings

An examination of accounting and other records for the Financial Years ended 31%
December, 2022 and 2023 carried out at the Commission revealed the following
irregularities to which the Controlling Officer responded as highlighted below.

a. Budget, Funding and Expenditure

The Controlling Officer explained that the balance of K6,466,805 in 2022 and K16,617,109
at the end of year 2022 and 2023, respectively from the total funding received could not be
used at the end of the year because the procurement processes of the motor vehicles was still
in progress and the Commission was still reconciling the outstanding debt. The Committee
was further informed that two motor vehicles had since been purchased at a total cost of
K2,400,000 and total amount of K12,218,714.71 had been paid towards the debt leaving a
balance of K8,465,199.29.

Committee’s Observations and Recommendations

The Committee notes the positive variance but observes that the outstanding funds may be
an indication that National Heritage Conservation Commission (NHCC) has underlying
issues with budgeting and financial planning. In this regard, the Committee urges the
Controlling Officer to plan the Commission’s activities appropriately to ensure that the
money the Commission receives collates with the planned expenditure. The Committee
further directs the Controlling Officer to put in place measures to avoid late unspent funds in
subsequent years and resolves to close the matter.

b. Loss of Revenue
i.  Under Collection of Revenue - K9,436,437

The Controlling Officer explained that the under collection of revenue in 2022 by
K9,436,437, was as a result of the impact of the COVID-19 experienced in the period where
movement of clients was restricted. The under collection of K617,253 in 2023 could also be
attributed to COVID-19 although this time there was an improvement in revenue
collections, as compared to 2022 as the country was recovering from COVID-19 effects. The
Committee was further informed that Management had been setting realistic revenue targets
as could be seen from the revenue K33,899,188 collected in 2024 against the set target of
K30,920,670.00.
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Committee’s Observations and Recommendations

The Committee appreciates the reduction in under collection of revenue during COVID-19.
However, the Committee recommends that Management should put in place strong
measures to avoid under collection of revenue in subsequent years and will await a progress
report on the matter.

ii. Loss of Revenue -Avani Hotel

The Controlling Officer explained that the park entry fees including entry fees to the
Victoria Falls for the period under review, were collected by the Department of National
Parks and Wildlife, following the agreement signed by the Republic of Zambia (Ministry of
Tourism - Department of National Parks) and the Sun International Hotels, (Asset Vesting
Development Agreement) AVDA valid for the period of twenty-five years .The concession
remained in effect when the new investor, Avani Hotels took over the hotel. Further, it
should be noted that Statutory Instrument No .6 of 2010 allowing NHCC to collect entry
fees to the Victoria Falls was superseded by the above stated commercial agreement and
failure to adhere to the agreement could have caused litigation.

Further, a legal opinion was sought from the Solicitor General on the possibility of the
Department of National and Wildlife (DNPW) to collect the revenue in question on behalf
of NHCC from Avani to which the Solicitor General advised otherwise. However, the entry
fees in question, amounting to K10,008,736 as stated above, were collected by the DNPW
and deposited in the Government Control Account held at Bank of Zambia.

Committee’s Observations and Recommendations

The Committee observes, with concern, that NHCC has not been collecting entry fees from
Avani Hotel due to unresolved administrative directives, resulting in significant loss of
revenue. In this regard, the Committee urges the Controlling Officer to enforce entry fee
collection at Avani and ensure that the collected revenue is deposited at the Bank of
Zambia. The Committee will await a progress report on the matter.

11i. Failure to Collect Funds from the Debt Collector

The Controlling Officer explained that the debt collector, Petpaty Agencies (Z) Limited was
engaged to collect for the Commission’s outstanding debt amount of K27,570.70 for the
South West Region. The debt collector collected a total of K11,853.70 of which K5,741.94
was remitted to the Commission, leaving a balance of K6,111.76. The Committee was
further informed that the balance of the K45,361.36 of K72,932 was for the North-West
Region of which K30,704.44 had since been collected, leaving a balance of K14,656.88.
Consequently, the NHCC had since engaged its lawyers, to ensure that the remaining funds
were collected from the debt collector.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to engage the debt collectors for overdue
accounts. The Committee further urges the Controlling Officer to caution Management for
failing to do their job and will await a progress report on the matter.
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iv. Failure to Collect Rental Income
The Controlling Officer explained that the Commission had not collected the rentals
because the clients had closed businesses. He further informed the Committee that the
NHCC had since collected a total amount of K58,612.19, leaving a balance of K158,640.81.
In addition, the Commission engaged the lawyers to ensure that the outstanding debt was
collected.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that rental collection measures are
heightened in order to collect the outstanding balance and will await a progress report on
the matter.

v. Under Collection of Entry Fee from Non-Residents-Railway Museum
The Controlling Officer submitted that there was under collection because the responsible
officers used standardised rates of K150 per adult and K75 per child instead of spot
exchange rates. The Committee was further informed that the Acting Director of the South-
West Region, had since been warned for not ensuring that the correct entry fees were
charged at the Rail Museum and that the officers responsible had been surcharged and
recoveries had since been effected.

Committee’s Observations and Recommendations
The Committee notes the response and resolves to close the matter, subject to audit
verification.

c. Management of Payroll and Staff Related Matters - Failure to Fill in Key
Vacant Positions

The Controlling Officer explained that the key vacancies could not be filled owing to the

fact that the Commission had no Board, which had since been appointed. The Committee

was further informed that recommendations had been made to the Board to confirm all staff

acting in key positions.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to strengthen corporate governance at NHCC.
The Committee further urges the Controlling Officer to ensure that Management fills vacant
positions and confirm acting staff to stabilise its operations. The Committee will await a
progress report on the matter.

d. Lack of Debt Management Policy

The Controlling Officer explained that the Draft Debt Policy had been submitted to the
Finance and Administration Committee for review at the time of the audit before its
submission to the Board for approval. The Debt Policy had been approved by the Board.

Committee’s Observations and Recommendations
The Committee will await a progress report on the matter.
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e. Infrastructure Development — Failure to Develop Heritage Sites

The Controlling Officer informed the Committee that the Commission had reserved and
conserved some of the sites for historical, natural and cultural heritage purposes. Some of
these areas had not been developed for the purpose of conducting heritage research
activities. The Committee was further informed that the NHCC might in future consider
taking steps to provide access roads; shelters; site museums; information centres; campsites
within; and developments in any of these areas as guided by section 8 (3)(m) of the National
Heritage Conservation Commission Act.

Committee’s Observations and Recommendations

The Committee observes that lack of infrastructure is compromising accessibility and
conservation. Therefore, the Committee recommends that the Controlling Officer should
ensure that the Commission requests for funds from the Tourism Development Fund, in
order to develop heritage sites. The Committee will await a progress report on the matter.

f. Non-Responsive Tourism Concession Agreement — Kalambo Falls

The Controlling Officer explained that according to the Concessionaire, concession fees had
not been paid due to low visitor numbers to the facility thus being unable to generate
enough revenue to pay the fees. This, however, was not acceptable and the NHCC had
written to the Attorney General seeking advice on the possibility of terminating the contract
and recovering the funds due.

Committee’s Observations and Recommendations
The Committee urges the Controlling Officer to follow-up the matter with the Attorney
General and will await a progress report on the matter.

8. Management of Heritage Sites

i.  Conservation Status of Castel Hotel National Monument
The Controlling Officer explained that the property had since been rehabilitated and was
being maintained. Further, the Committee was informed that less progress had been made
to acquire the title deed because there was a litigation in court over the ownership of the

property.

Committee’s Observations and Recommendations
The Committee will await the outcome of the litigation process.

ii. Encroachment of Heritage Sites

The Controlling Officer explained that the Commission had been working to curb
encroachment through engaging the local chiefs and communities for alternative land and
also collaborating with the Bank of Zambia to plant trees in sites where the communities
were involved to help sensitise the community on the importance of heritage conservation,
thereby reducing threats on encroachment. So far, the Commission had obtained certificate
of titles for five properties. The Committee was further informed that signage through the
support of the Ministry of Tourism had been placed in selected heritage sites.
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Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to be proactive when dealing with matters of
encroachment as they can result in unnecessary litigation. The Committee further urges the
Controlling Officer to engage the relevant stakeholders and expedite title processing for all
sites and allocate funds for maintenance. The Committee will await a progress report on the
matter.

h. Compliance with Legislation and Regulations
i.  Irregular Contract—Printing of Accountable Documents

The Controlling Officer explained that Cabinet Office Circular No. 11 dated 10™ July, 2020,
that abolished the procurement and printing of documents for Ministries, Provinces and
other Spending Agencies from private institutions had not been received by the
Commission. The auditors brought it to the attention of the Commission. The Committee
was informed that the NHCC had started printing its documents from government
institutions, as advised by the Treasury, in minute no CO10/21/1 dated 17" December,
2020.

Committee’s Observations and Recommendations
The Committee notes that NHCC Management did not follow Cabinet Office Circular No.
11. In this regard, the Committee urges the Controlling Officer to caution Management for
this failure and submit supporting documents to the Office of the Auditor General for audit
verification upon which the matter should be closed.

ii. Irregular Use of Accountable Imprest to Procure Goods and Services
The Controlling Officer explained that accountable imprest was used to purchase goods and
services because there was need to urgently acquire the services according to the officers who
approved the imprest. However, this was not acceptable and the officers who approved the
imprest had since been warned. Management had since advised all responsible officers not to
use accountable imprest when purchasing goods and services.

Committee’s Observations and Recommendations
The Committee resolves to close the matter, subject to audit verification.

iii. = Unsupported Payments
The Controlling Officer explained that the documents were not provided to the auditors at
the time of the audit but were available. He further informed the Committee that the officer
responsible had since been warned for not availing the supporting documents to the
auditors.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to treat the audit process with seriousness,
particularly in ensuring that relevant documents are provided to the auditors at the time of
the audit. The Committee resolves to close the matter, subject to audit verification.
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iv. Failure to Obtain Clearance from the Zambia Revenue Authority Before
Payment — South West Region
The Controlling Officer explained that the payments were made without clearance from the
ZRA because the responsible officers were not aware that the NHCC was a ZRA tax agent.
However, the Committee was informed that the Treasury and Financial Management
Circular No. 7 of 2023 had been brought to the attention of all officers responsible for
making payment and were being made only with clearance from the ZRA.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to institute disciplinary action on the officer(s)
responsible for unsupported expenditures and VAT violations and avail supporting
documents to the Office of the Auditor General for verification. The Committee will await a
progress report on the matter.

v. Lack of Title Deeds — Northern Region
The Controlling Officer explained that the Commission was in the processes of securing title
deeds for the said properties, but the delays were caused by lack of funds. The Controlling
Officer informed the Committee that the Commission had managed to secure title deeds for
five properties.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to expedite processing of title deeds for the
remaining fourteen properties and ensure that funds are allocated and secured for the
maintenance of the heritage sites and processing of title deeds. The Committee will await a
progress report.

vi. Poor Maintenance of Properties — Northern Region
The Controlling Officer explained that the lack of maintenance and rehabilitation of the
above stated properties had been mainly because of lack of funds.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to address poor property maintenance by
implementing a comprehensive strategy for rehabilitation and regular maintenance of
properties. The Committee will await a progress report on the matter.

vii. Failure to Implement Projects
The Controlling Officer submitted that the projects had not been implemented because the
contractors’ bids for the projects were above the engineers’ estimates. He further informed
the Committee that the Commission had since re-advertised for the construction of works
and site visit by the contractors.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to expedite the process of re-advertising the
construction works and engaging contractors. The Controlling Officer is also directed to
avail supporting documents to the Auditor General for audit verification. The Committee
will await a progress report.
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viii. Failure to Withhold Value Added Tax
The Controlling Officer explained that the Commission did not withhold VAT because the
responsible officers were not aware that NHCC was a tax agent. The committee was further
informed that the supplier to which VAT was not withheld had since paid the tax due to
ZRA. Further, the Commission was now withholding tax on all payments made.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to institute disciplinary action against the
officers responsible for failing to withhold VAT as required by the Value Added Tax Act and
the Treasury and Financial Management Circular No. 6 of 2017 and avail supporting
documents for audit verification. The Committee will await a progress report on the matter.

ix. Outstanding Statutory Contributions
The Controlling Officer informed the Committee that the NHCC did not have enough funds
to settle the debt at once. Furthermore, the Commission had made efforts to clear the debt
and K18, 650, 765 had since been paid, leaving a balance of K83,451,860. The Commission
had also put aside K8,335,452 in its 2025 budget towards the settling of the outstanding
debt.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to engage the ZRA; NAPSA; and ZSIC-
PENSION in order to negotiate payment plans. The Committee further urges the
Controlling Officer to put in place measures to ensure that the outstanding debt is paid and
will await a progress report on the matter.

3.9 NATIONAL HOUSING AUTHORITY

3.9.1 Audit Findings

An examination of financial and other records for the Financial Year ended 31* December,
2023 and the physical inspections of selected stations revealed the following irregularities to
which the Controlling Officer responded as highlighted below.

a. Financial Analysis

i. Adverse Key Financial Ratios
The Controlling Officer explained that the National Housing Authority (NHA)’s financial
performance was not favourable during the period under review, primarily due to
inadequate revenue generated to support the related operational expenditure, as reflected in
the Auditor General’s findings. The Controlling Officer further informed the Committee
that the major causes of the adverse performance were as highlighted below.

e Profitability — Operating loses

e Poor Current Ratio
e Negative Working Capital
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The Controlling Officer informed the Committee that in order to mitigate the above

challenges, NHA had undertaken the following strategies:

1. bulk purchasing to leverage on economies of scale and secure more favourable pricing;

2. initiated negotiations with clients and stakeholders to revise and escalate contract prices,
where feasible, to reflect prevailing market conditions;

3. increased the number of employees on project sites to expedite project delivery and
minimise time-related cost overruns; and

4. undertake collaborative engagements with other stakeholders like NAPSA and Zambia
National Building Society (ZNBS).

Committee’s Observations and Recommendations

The Committee observes that the Authority is technically insolvent and it’s going concern
remains questionable in its current state. In view of the foregoing, the Committee urges the
Secretary to the Treasury to ensure that the Authority is sufficiently recapitalised to improve
its status and will await a progress report on the matter.

b. Annual Performance
i. Budget and Income - Failure to Meet Revenue Targets

e Unrealistic target setting

e Contract Income — budgeting based on assumptions

e Property Sales Revenue — overestimated projections

e Failure to conduct adequate due diligence on off-takers

¢ Inadequate enforcement and monitoring of payment plans

o Ineffectiveness in ensuring the timely materialisation of payment plans
e Inflationary pressures and reduced disposable income:

The Controlling Officer submitted that NHA had initiated repossessions of properties from
chronic defaulters and was actively pursuing stricter enforcement of payment obligations to
ensure that customers adhered to agreed payment terms. These measures aimed to restore
confidence in revenue projections and improve cash flow stability moving forward.

e Revised Budgeting Framework

From the financial year 2025 onwards, NHA’s budgeting approach had been revised to
incorporate realistic and evidence-based projections. The budgets were now based on
confirmed contracts, signed agreements, and realistic sales forecasts, as opposed to
speculative figures.

o Strengthened Market Research

Comprehensive market studies and feasibility assessments had become mandatory before
projecting property sales revenues. The NHA had improved its demand forecasting models
to ensure property sales targets aligned with actual market conditions.

e Improved Contract Management
NHA had put in place measures to ensure that contract income budgeting was linked to
projects with secure funding and enforceable contracts. Contract pipeline management had
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been enhanced to track contract progress, ensuring that projected incomes were based on
achievable milestones.

e Performance Monitoring and Accountability:

The new Board and Management had embarked on NHA'’s regular reviews and audits of
revenue generation activities to ensure compliance with new budgeting standards. A Budget
Review Committee had been established to assess and approve budgets, ensuring realism
and accountability in the process. Management was confident that these measures would
contribute to improved financial performance and more accurate budgetary outcomes going
forward.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to set realistic and achievable financial targets
that are aligned with the Authority’s strategic goals and vision such as improving collection
efficiency. The Committee further urges the NHA to explore partnerships with other entities
to enhance its revenue streams and will await a progress report on the matter.

ii. Failure to Achieve Strategic Objectives
The Controlling Officer submitted that the NHA had been taking the corrective measures
highlighted below.

o Strengthened engagement with government ministries, private sector investors, and
development finance institutions to rebuild confidence and attract funding.

o Institutionalisation of regular reviews to assess progress and adjust strategies as needed.

o Implementation of a revised organisational structure to enhance accountability and
decision-making.

e Exploration and development of Private-Public Partnerships (PPPs), joint ventures and
other innovative funding mechanisms to reduce over-reliance on government
allocations.

e Ongoing investment in systems to enhance transparency, efficiency, and reporting
standards.

The Committee was further informed that the NHA had also developed a new strategic plan
for the period 2025 to 2029 and that the plan was still in draft form.

Committee’s Observations and Recommendations

The Committee finds it unacceptable that the Authority did not achieve most of its strategic
objectives in the Strategic Plan. The Committee, therefore, urges the Government to
expedite the operationalisation of the strategic plan. The Committee further urges the
Controlling Officer to develop a comprehensive turnaround strategy to address policy,
financial and operational challenges. The Committee will await a progress report on the
matter.
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c¢. Compliance with Rules and Regulations

i Failure to Submit Annual Report and Audited Financial Statements
The Controlling Officer submitted that the Authority had put in place measures to
strengthen interdepartmental coordination, enforce strict internal deadlines, and manage
staffing transitions more effectively to avoid future disruptions in the reporting cycle.
Further, Management had taken disciplinary action against officers who contributed to the
delay in the finalisation and submission of the reports. These officers had been formally
separated in accordance with the Authority’s disciplinary procedures.

Furthermore, organisational changes had been implemented to strengthen capacity within
the finance and reporting units. Key positions had been reviewed and reassignments made
to enhance efficiency and improve coordination in the reporting process.

Committee’s Observations and Recommendations

The Committee is concerned about the Authority’s failure to submit annual reports and
audited financial statements as this is a violation of the Public Finance Management Act, No.
1 0of 2018 which directs that statutory bodies should submit their financial statements within
one month after the end of the financial year. In this regard, the Committee urges the
Board to adhere to the provisions of the law and will await a progress report on the matter.

ii Unsettled Employee Benefits

The Controlling Officer submitted that the failure to settle these obligations in a timely
manner had primarily been due to persistent financial constraints resulting from NHA'’s
poor revenue performance, including declining property sales, underperforming contract
income due to outdated contract rates, and the loss of stable rental income. Despite these
constraints, the NHA had made significant efforts to address the outstanding terminal
benefits, including the payment of K4.020 million between December, 2023 and February,
2025 prioritisation of payments to retirees and deceased staff dependents, and the
implementation of structured payment plans.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to urgently engage the Ministry of Finance
and National Planning (MoFNP) on the possibility of a bailout to liquidate the terminal
benefits and will await a progress report.

d. Other Information

i. Failure to Acquire Title Deeds for Commercial Properties

The Controlling Officer submitted that the NHA fully recognised the importance of
securing legal ownership of its assets to safeguard the Authority’s interests, prevent
encroachment, and enhance asset management. The process had been delayed primarily
due to insufficient financial resources stemming from poor revenue performance, including
reduced rental income, property sales and contract earnings. These financial constraints
had limited the NHA’s ability to allocate funds towards non-operational but critical
administrative expenditures. Despite these challenges, the NHA had actively lobbied for
government support and engaged the MoFNP, while incorporating the regularisation of
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property documentation into its medium-term strategic priorities. The lack of formal title
deeds had been a barrier to maximising the commercial potential of these assets and
attracting investors. However, once adequate funding was secured whether through
increased internal revenues or Government assistance, the Authority was committed to
expedite the acquisition process to strengthen its asset portfolio and comply with statutory
requirements.

Committee’s Observations and Recommendations
The Committee urges the Controlling Officer to follow-up with the MoFNP and ensure
that title deeds are obtained without fail and will await a progress report on the matter.

ii.  Completion of Low/Medium - Cost Housing in Newly Created Districts — Sinda,
Vubwi and Luano
e Delayed Completion of Projects Due to Delayed Settlement of Interim
Payment Certificates

The Controlling Officer explained that the delays were largely attributable to persistent
financial constraints that significantly affected the Authority’s ability to procure materials
and mobilise adequate manpower within the planned timelines. Further compounding the
situation were delayed disbursements of project funds, rising costs of construction inputs
due to inflationary pressures, and logistical challenges, particularly for projects located in
remote areas. These factors collectively prolonged project completion timelines beyond
initial projections.

The Controlling Officer further informed the Committee that the NHA had instituted
corrective measures to expedite project delivery, including enhanced project planning,
increased workforce deployment, and renegotiation of contract prices to align with
prevailing market conditions. The Committee was informed that Management remained
committed to ensuring timely completion of all ongoing and future projects and had
intensified efforts to secure sufficient funding and enhance internal project management
processes. Notably, there had been substantial improvement in the settlement of certified
Interim Payment Certificates (IPCs) through sustained engagement with the Ministry of
Infrastructure, Housing and Urban Development and strengthened internal follow-up
mechanisms. As of 28" February 2025, there were no outstanding IPCs with the Ministry,
marking a significant milestone in improving cash flow and ensuring the steady financing of
projects. This progress had enhanced the NHA’s operational capacity and allowed the
Authority to prioritise the accelerated delivery of delayed projects. To this end,
Management had engaged clients and stakeholders to secure formal extensions of
completion periods, and additional resources had been deployed to meet the revised
deadlines. Procurement processes had been streamlined, and on-site supervision had been
intensified to ensure efficiency in construction activities.

Furthermore, the NHA had continued to engage with the Treasury to facilitate the timely
settlement of future IPCs, preventing the recurrence of funding delays. By demonstrating
consistent project delivery and financial accountability, NHA sought to reinforce its
credibility and competitiveness for future project awards.
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Committee’s Observations and Recommendations

The Committee observes the poor project delivery arising from persistent financial
constraints. In this regard, the Committee urges the Controlling Officer to engage the
MOoFNP to ensure that in future, it secures funds and ensure timely payments to avoid cost
overruns. The Committee will await a progress report on the matter.

3.10 NATIONAL ROAD FUND AGENCY

3.10.1 Audit Findings

An examination of accounting and other records maintained at the National Road Fund
Agency Headquarters and selected stations for the Financial Years ended 31* December
2021 to 2023 revealed the following irregularities to which the Controlling Officer
responded as highlighted below.

a. Budget and Funding — K8,470,974
The Controlling Officer submitted that the positive variance was primarily due to the
following:

1. higher-than-budgeted collections from road user charges;

il. special funding for the Zambia Revenue Authority (ZRA) debt repayment;

iii. special funding received to address outstanding debt arrears for contractors;

iv. special funding for the loan repayments for the National Pension Scheme
Authority (NAPSA); and

V. interest income from the banks.

The Committee was further informed that the Agency received special funding from the
Treasury, which was not initially budgeted for. This special funding enabled the Agency to
meet its financial obligations more effectively. The Board was informed about this special
funding through Committee and main Board meetings.

Additionally, a total of US$328,661,145 and €1,408,871 was received from external funding
to fulfil obligations outlined in various loan agreements with funders for project
implementation. A total of US$328,661,145 and Euro 1,408,871 was received during the
period under review from cooperating partners. These funds were specifically meant for the
Improved Rural Connectivity Road Projects (IRCP), Chinsali to Nakonde Road Project and
the Luangwa to Nyimba Road Project.

Committee’s Observations and Recommendations

The Committee notes the Controlling Officer’s response and resolves to close the matter,
subject to audit verification.

74



b. Compliance with Legislation/Regulations

i. Irregular Payment of Sitting Allowances to Senior Management for

Attending Board and Board Committee Meetings

The Controlling Officer submitted that the payments were made in good faith and in
accordance with existing internal policies and approvals in place at the time. She further
informed the Committee that the Agency remained committed to adhering to all applicable
regulations and directives governing financial management and administrative practices.
The Controlling Officer informed the Committee that Management had engaged Cabinet
Office to seek further guidance on the applicability of Cabinet Office Circular No. 11 of
2013 to NRFA and would ensure that all policies were aligned with applicable regulatory
requirements.

Committee’s Observations and Recommendations

The Committee observes that the Agency breached the Cabinet Office Circular No. 11 of
2013 which was addressed to all Heads of Department including NRFA. In this regard, the
Committee urges the Controlling Officer to ensure that going forward, the Agency follows
directives issued by Cabinet Office at all times. The Committee will await a progress report
on the matter.

ii. Payment Against Expired Advance Payment Guarantees/Bonds-
K22,820,940
The Controlling Officer submitted that Management acknowledged the observation
regarding the seventeen advance payments totalling K22,820,940 made against expired
advance payment guarantees. The delay in the payment of advance IPCs was due to non-
availability of funds at the time of receipt of the advance payment requests.

The Controlling Officer further informed the Committee that K19,075,451.78 had been fully
recovered through subsequent IPCs or final IPCs and that K12,262,831.22 was verified and
cleared by the auditors, while K6,812,620.56 was yet to be verified by the auditors. An
additional K2, 878,304.39 was pending full recovery through final IPCs, as the respective
projects were under termination, and negotiations on the final accounts were yet to be
concluded. The remaining K867, 184.10 was being pursued for recovery through a demand.

It was further stated that the Agency had resolved to make improvements to its internal
system to generate automated alerts for pending expiry of guarantees, ensuring proactive
renewal or necessary action before expiry and no payment would be made on expired
advance guarantees. Additionally, all advance guarantees were reviewed and verified by the
Monitoring and Evaluation Department and the Risk and Compliance Unit at the time of
receipt of an advance payment request.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that strong control measures are put
in place to ensure that no advance payments are made without proper validity checks. The
Controlling Officer is further urged to implement procedures to verify the validity of
requests for advance payments before funds are disbursed. The Committee will await a
progress report on the matter.
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1il. Double and Over Payments to Contractors
The Controlling Officer submitted that amounts totalling K11,778,942 were made by netting
off subsequent IPCs in the Payment Accounting System and communication to the affected
contractors regarding these recoveries was made.

The Controlling Officer further informed the Committee that showing the recoveries on the
actual IPCs, as recommended by the auditors, presented the following challenges:

e delayed processing of IPCs — the process of issuing IPCs might have been delayed
due to administrative bottlenecks and contractual terms and conditions; and

e contractor resistance or non-compliance — some contractors might challenge
deductions or recoveries, leading to disputes that delay the issuance of corrected
IPCs.

To prevent future occurrences, Management had engaged the system provider, Advance
Net, to enhance the financial management system to minimise reliance on manual
processes, which were identified as the primary cause of double payments. The system
enhancements included automated duplicate payment detection with alerts to reject
payments if the same IPC number for a specific project had already been processed. Further,
Management conducted quarterly payment reconciliations with implementing Agencies and
remained committed to strengthening financial controls and enhancing transparency to
safeguard public resources.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to institute disciplinary measures against the
officer(s) who authorised duplicate payments. The Committee further urges the Controlling
Officer to caution Management for spearheading financial mismanagement. The Committee
also urges the Controlling Officer to put in place strong internal control measures to deter
the recurrence of this query and will await a progress report on the matter.

1v. Questionable Terms of Conditions of Contracts (Payment of Gratuity) Resulting
in Financial Loss

The Controlling Officer submitted that Management sought to uphold contractual terms to
avoid potential legal proceedings. Notably, the contracts for the Directors in question were
terminated 1n 2024 and no contracts were terminated during the audit period from January,
2021 to December, 2023. The former Directors were paid gratuity upon termination of their
contracts of service in accordance with the 2018 approved Conditions of Service by the
Board of Directors and signed Employment Contracts of Service, specifically, clause 6.4 of
the Conditions of Service which stated that:

‘If the Agency terminates the contract of an employee before the expiry of the
contract, the Agency shall pay the employee full gratuity, including monthly salaries
and allowances, as if the contract has been duly served.’

The Controlling Officer further informed the Committee that section 127 of the Employment
Code Act, No. 3 of 2019, provided that:
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‘Where a contract of employment, collective agreement, or other written law
provides conditions more favourable to the employee, the contract, collective
agreement, or other written law shall prevail to the extent of the favourable
conditions.’

Additionally, in July, 2024, before payment of the severance packages to the said
employees, Management, as guided by the Board of Directors sought legal opinion from the
Ministry of Justice - Attorney Generals’ Office, regarding the payment of terminal benefits
to the separated Directors. The Attorney General’s Office provided a legal opinion guiding
in favour of paying the former employees as per the signed Employment Contracts of
Service.

Committee’s Observations and Recommendations

The Committee observes that there was a lapse on the part of the Agency during the time
the terms and conditions of contracts were developed for interpretation. In this regard, the
Committee strongly urges the Controlling Officer to enhance internal control measures to
prevent loss of public funds through onerous clauses in contracts. The Committee will await
a progress report on the matter.

v. Failure to Pay Withholding and Value Added Tax Due
The Controlling Officer submitted that the outstanding amounts owed to the ZRA were part
of the Agency’s legacy debt which currently stood at over K7 billion. In the 2025 Road
Sector budget, K375 million had been allocated to partially settle debt arrears, including this
obligation. In this regard, Management had been engaging ZRA and the Treasury on the
best approach to dismantle this debt.

The Controlling Officer further informed the Committee that to ensure compliance and
prevent further accumulation of tax liabilities, Management implemented a new practice
starting from the third quarter of 2024, where Withholding Tax and Value Added Tax were
remitted immediately upon making payments to contractors. This proactive approach
ensured timely remittance to ZRA and enhanced compliance with tax regulations.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that going forward, all tax
obligations are prioritised and will await a progress report on the matter.
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3.11 NITROGEN CHEMICALS OF ZAMBIA

3.11.1 Audit Findings

A review of accounting and other records maintained at the Nitrogen Chemicals of Zambia
(NCZ) Headquarters carried out in August, 2024 for the Financial Years ended 31*
December, 2021 to 2023, revealed the following irregularities to which the Controlling
Officer responded as highlighted below.

a. Annual Performance
i. Failure to Meet Strategic Objectives - Failure to Grow the Business Through
Diversification by 2024

The Controlling Officer explained that the reduction in the Farmer Input Support
Programme (FISP) contract resulted in the Company being unable to conclude the
installation of the roller shutter gate and reservoir tank. The Committee was informed that
the Company had budgeted that the Farmer Input Support Programme contract would be
around 60,000MT but was only awarded 11,171.25MT. This affected most planned
activities. The Capital Expenditure (CAPEX) for the property, plant and equipment of
K174.75 million was suspended except for the part payment for the blending and
granulating plants and ash coal analyser. This budget was meant to achieve efficiency in the
operations of the Company. The suspended budget implementation included the distilled
water project costing K 1.2 million. This would have improved the product diversification as
well as the Company’s profitability. This reductions in tonnage awarded resulted in the
reduction of the profits from the budgeted K107.7 million to K46.6 million.

The Committee was further informed that to achieve diversification, Management had
sourced resource to complete the outstanding works before commissioning. The Committee
learnt that Management had commenced construction of the blending plant. The
foundation was at 70 per cent, manufacturing of the equipment had been completed, pre-
shipment undertaken and shipment underway. The Committee was further informed that
the Government programme to carry out the soil mapping across the country would
enhance the market of blended fertiliser as it would-be tailor-made fertiliser. Furthermore,
battery water and battery acid had been introduced in the line of products. The total
revenues of K325,276.55 had been realised and had been an estimated 2,400 litres for
distilled water and 450 litres for battery acid in the period under review.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to partner with soil mapping experts in order
to improve profitability at NCZ. The Committee further urges the controlling officer to
provide details on the current status of the shipment of new blending and granulating
equipment, and to provide specific data on the contribution of Battery Water and Battery
Acid to the overall company revenue. The Controlling Officer is also urged not to relent and
instead ensure that the measures for diversification as stipulated are implemented to
improve the NCZ’s profitability. The Committee will await a progress report on the matter.
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ii. Failure to Achieve Planned Production

The Controlling Officer informed the Committee that the raw material procurement could
not commence as NCZ had inadequate working capital. This mainly depended on the
award of FISP contracts by the Ministry of Agriculture, which were only signed after June
in all the periods under review. It was only after signing the contract that the raw materials
procurement could commence. The Committee was further informed that in 2021, the
contract was signed in October, 2021 and the due date was 30™ November, 2021 for
10,000MT Compound D and 13,000MT for Urea. In 2022, the contract was signed in
September, 2022 and was due on 30" November, 2022 to produce a total tonnage of
47,338.05MT and in 2023, the contract was signed in June, 2023 and was due in August,
2023 to produce 43,292.70MT. The procurement process took sixty to ninety days to
conclude as the NCZ needed to comply with the requirements of the Public Procurement Act,
No. 8 of 2020.

The Committee learnt that the production capacity had been affected by the resourcing of
the raw materials arising from the lack of adequate working capital to fund the raw
materials procurements. Further, the design capacity was 400,000MT in 1967 when it was
new. The current capacity was 80,000MT per annum because of degeneration of the old
plant.

The Committee was further informed that Management had signed and commenced the
construction of new blending and granulating plants with a capacity of 144,000MT/Year.
This was planned for commissioning in the second quarter of 2025. This would help
increase production at a reduced cost of production per unit. The contract was available for
inspection.

Nonetheless, NCZ had engaged the local banks for the financing of raw materials
amounting to US$15 million for the 2025/2026 farming season. Further, NCZ had
submitted US$5.135 million with the Secretary to the Treasury for clearance in line with the
Public Debt Finance Management Act, 2022. The facility was meant to finance the capital
project of the blending and granulating plants. These initiatives were aimed at procuring
raw materials in the second quarter of 2025. NCZ submitted that early signing of the FISP
contracts should be implemented to aid planning.

Committee’s Observations and Recommendations

The Committee recommends the Government should ensure that contracts with the NCZ
are entered into and concluded in good time to give ample time to the NCZ to meet targets.
Furthermore, the construction of the blending and granulating plants should be completed
without further delay. The Committee will await a progress report on the matter.

iii. Failure to Produce, Supply, Deliver and Distribute Fertiliser Under FISP —
2022/2023 and 2023/2024 Farming Seasons

The Controlling Officer informed the Committee that NCZ had relied upon the award of

the FISP Contract to commence the procurement of raw materials and in the period under

review, the signing of the contracts was delayed. The purchase prices for the finished stocks

were lower than the production costs of the NCZ. In 2023, the production cost was at
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K750.49/MT whereas the purchase price from the supplier was K747.60/MT. Therefore,
NCZ did not suffer any loss or transfer its profits to the suppliers. The loss for the year 2023
of K29.1 million had been improved by 0.056 million.

The Committee was further informed that Management had identified structured trade
financing arrangements to fund the procurement of raw materials on time when the prices
were low. In addition, the Company was poised to increase its production capacity. The
Committee learnt that with the construction of new fertiliser blending and granulating
plants, production capacity would increase and the NCZ would not need to outsource
production of compound D fertiliser or purchase from suppliers. The new plant would
improve efficiencies and reduce production costs further resulting in increased profits.

The Controlling Officer explained that the NCZ had engaged the Ministry of Agriculture to
solicit for the early award of the FISP Contract through the Permanent Secretary —
Administration. The Ministry had, instead, advised the NCZ to open more depots in the
116 districts where the e-voucher would be conducted.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer and NCZ to seriously implement measures to
stop the failure to meet its targets under the FISP. The Committee notes the will await a
progress report the matter.

b. Compliance with Legislation / Regulations
i. Failure to Charge Interest —- ZAMPALM Contract

The Controlling Officer explained that the interest was not charged initially against
ZAMPALM, as it was a sister company under the IDC. It was planned that the said debt
would be settled within the time frames agreed. The Committee was further informed that
in order to ensure recovery of the debt, on 24™ August, 2024 Management undertook a trip
to have this matter sorted by the General Manager at ZAMPALM. Further, the Board
Chairperson and new General Manager had been engaged to recover the debt. The
Committee was informed that the matter was under discussion with the IDC. Consequently,
the interest had since been computed on the outstanding balance in line with the provisions
of the contract and had been shared with ZAMPALM.

Committee’s Observations and Recommendations

The Committee recommends that the shareholder, IDC should establish a policy for intra-
group companies aiming to improve operational efficiency and financial management
within the group. This policy will guide how companies, which are all part of the IDC
group, should interact and transact with each other, ensuring a streamlined and transparent
process. The Committee will await a progress report on the matter.

ii. Contract for Lease of Thirty Rail Tank Cars to Sable Chemicals Limited

e Failure to adhere to Contract Payment Terms
The Controlling Officer informed the Committee that the failure to charge interest arose
from the protracted negotiations of tripartite engagements of Sable Chemicals of Zimbabwe,
Zambezi Gas and NCZ. Sable Chemicals of Zimbabwe had reported challenges with
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cashflow and therefore, had proposed a tripartite agreement with Zambezi Gas for supply
and delivery of Coal on 13™ January, 2023. The total amount which was earmarked for debt
swap was US$840,000. This failed, as the Zimbabwe Railway Services was not allowed to
cross into Zambia. Later, the Board and Management made a trip into Zimbabwe with a
view of having a payment plan. Sable committed to start paying in June, 2024. However, it
did not honor this agreement. Therefore, in November, 2024, NCZ declared a dispute in
line with the arbitration clause and the matter was to be decided through Arbitration. After
thirty days, there was still no action from Sable. The NCZ sought the legal opinion on how
the litigation of this matter could be commenced.

The Committee was further informed that the Company had been engaging Sable
Chemicals of Zimbabwe with a view to recover the debt. In this vein, Management had:

1.  charged interest on the outstanding amount of US$1.4 million and a total interest
value of US$0.208 million;
ii.  declared a dispute with Sable Chemicals of Zimbabwe;
1ii.  commenced litigation action against Sable Chemicals of Zimbabwe with a view to
recover the debt; and
iv.  engaged a reliable prospective leasee for the hiring of tank cars.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to initiate disciplinary action against the
involved officer(s) and to ensure that all necessary documents are submitted to the Office of
the Auditor General for audit verification. The Committee awaits a progress report on the
matter.

e Contract Status

o Failure to Retrieve Tankers
The Controlling Officer informed the Committee that the tank cars were not railway
worthy. The contract provided for the leasee to carry out the maintenance of tank cars
before handover. The leasee further indicated that they had bought the spares for that
purpose. However, they had not actioned the maintenance. Further, protracted negotiations
with the prospective leasees caused the delay in closure of this matter.

The Committee was further informed that the Board and Management staff undertook the
verification exercise of the tankers. The tankers were found in three locations:

e Thirteen located at African Explosives, where Sable Chemicals had parked them;
e Sixteen were located at Beitbridge on the Zimbabwean side; and
¢ One was at Richards Bay in South Africa.

The Committee was informed that the negotiations had been ongoing resulting in delay to
retrieve the tankers as it would have been costly for the NCZ to transfer them to Kafue and
back to South Africa. The Committee was further informed that the litigation process had
been instituted by the NCZ against Sable Chemicals Limited, having obtained an opinion
from the Senior Legal Counsel of the IDC.
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Committee’s Observations and Recommendations

The Committee expresses concern about the NCZ’s failure to protect its assets, leading to
revenue losses. The Committee urges the Controlling Officer to ensure that the tankers are
retrieved and the query does not recur. Furthermore, the Controlling Officer is urged to
establish a robust Risk Management Department to prevent future losses by implementing
proper asset protection measures. The Committee resolves to await a progress report on the
matter.

o Failure to Conduct Physical Inspections of the Tank Cars
The Controlling Officer informed the Committee that the NCZ had an agreement with
Sable Chemicals, a certified maintenance engineer to carry out barrel testing and
maintenance. In 2021, when the barrel test was due, Sable Chemicals undertook the
maintenance and charged NCZ for its services.

The Committee was further informed that the NCZ had entered into an agreement with
Sable Chemicals of Zimbabwe to carry out the general overhaul as it was licensed to
conduct such tests. The cost for the general overhaul was passed on to the NCZ, through a
debt swap where lease fees due were reduced by the general overhaul costs. The Committee
learnt that the physical inspections by the NCZ were conducted in January, 2021; July,
2024; and October, 2024. Reports for these visits were available for the auditor’s review.
Overhaul maintenance were being conducted by Sable Chemicals of Zimbabwe as they
possessed the license and the costs were then charged to the NCZ in the period when the
contract was active.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to come up with a monitoring and evaluation
framework for leases in order to ensure accountability and effective management of the tank
cars. The Committee will await a progress report on the matter.

c. Failure to Charge Interest on Overdue Accounts
The Controlling Officer explained that the amounts were to be recovered through the power
of Attorney and recovery through assets that were pledged.

The Committee was further informed that:

a) Management was no longer offering credit sales to the members of the public;

b) litigation had commenced for some debtors while others had been surrendered to
a debt collector; and

c) the debt collector was appointed on 10™ December, 2024. The performance
details were attached. The performance review framework was set for six months
after appointment during which time, sufficient work would have been carried
out.

Committee’s Observations and Recommendations

The Committee resolves to await an update on the outcome of the ongoing legal
proceedings.
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e. Other Information

i. Human Resources Matters - Uncleared Travel Advances
The Controlling Officer was informed that these uncleared travel advances related to money
sent to stock controllers in various districts for payment of loaders for Open Market sales
and FISP activities. The members of staff were inadequately trained on imprest retirement.

The Committee was further informed that Management had:

1. withheld gratuities for staff that had not submitted acquittal sheets;
ii. commenced deductions from staff that had not retired the amounts obtained.
A total of K300,000 had since been recovered;
ui.  staff were required to retire travel advance within forty-eight hours of return
to the station; and
iv.  in enhancing internal controls, Management had designed the before travel
and after travel forms to facilitate imprest retirement.

Committee’s Observations and Recommendations

The Committee notes the response and urges the Controlling Officer to avail supporting
documents to the Office of the Auditor General for verification and will await a progress
report.

ii. Failure to Remit Statutory Contributions
The Committee learnt that NAPSA obligations for NCZ were largely attributed to penalties
and interest accrued over the period 2000 to 2023. The Committee was informed that there
was a persistent mismatch between the statutory returns submitted and the actual amounts
remitted by the Company. The penalties and interest arose primarily from the resubmission
of returns, which triggered reassessments by NAPSA.

Furthermore, the Committee was informed that Management had engaged NAPSA in a
reconciliation workshop which was held from 17" to 21 February, 2025. As a result of the
workshop, a waiver amounting to K399,366,326.39 was approved. Regarding the
outstanding balance of K129,795,324.77, Management had written to the Director General
of NAPSA seeking discretionary approval for a further waiver of penalties and interest, and
were awaiting a response.

Committee’s Observations and Recommendations

The Committee notes the Controlling Officer’s response and will await a progress report on
the matter.
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3.12 SUPERIOR MILLING COMPANY LIMITED
3.12.1 Audit Findings

A review of accounting and other records maintained at Superior Milling Company Limited
for the period from 1* January 2021 to 31% December 2023 revealed the following
irregularities to which the Controlling Officer responded as highlighted below.

a. Budget and Income

The Controlling Officer submitted that the revenue generating capacity and ultimately
profitability of Superior Milling Company was largely a function of plant capacity
utilisation, which in turn was driven by ability to secure sufficient feedstock (maize grain) to
process. Cash flow availability was critical in ensuring that the maize was procured in a
sustainable manner. The Company was technically insolvent at the time the Industrial
Development Corporation (IDC) took management control of operations on 22" April,
2018. The working capital position was negative K38.55 million. The shareholders loans
were mainly used to service pre-takeover trade payables totalling K37.36 million.

The Committee was further informed that the Company continued to lack working capital
sufficient to procure enough maize grain to maximise capacity utilisation and attain
profitability. Efforts to secure working capital facility from the financial markets had proved
challenging due to the highly geared balance sheet with the shareholder loan. The
Committee was informed that the Board and Management had made proposals to the
shareholders for balance sheet restructuring. This would be achieved, by way of conversion
of shareholder loans into equity. This would strengthen the balance sheet and enable the
Company access capital markets and secure cash flow to actualise a sustainable grain
procurement strategy.

The Controlling Officer submitted that on 8" October, 2023, the Company had entered into
a joint venture arrangement with the Zambia National Services (Eagles Holding Limited) to
toll process maize grain. The toll processing fees generated were partly being used to build a
working capital pool, for use in the event that this arrangement came to an end. For the year
ended 31% December, 2024, the Company had recorded a profit before taxation of K3.71
million. This improved performance would continue, subject to maize grain availability. For
the year ended 31% December, 2024 plant capacity utilisation was up to 46 per cent from 20
per cent in 2023.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to develop and implement a clear turnaround
strategy in order to return the Company to financial viability. The Committee further urges
the Controlling Officer to consider entering into strategic agreements with grain suppliers or
out-grower schemes to ensure a reliable and sustainable maize supply. The Committee also
recommends that the proposed conversion of shareholder loans into equity be expedited,
with appropriate shareholder approval and due diligence, to improve the Company’s
leverage position and open access to financial markets. Furthermore, the Committee
encourages the Company to explore product diversification and value-added milling
opportunities to reduce reliance on toll processing and maize price cycles. The Committee
will await a progress report on the matter.
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b. Audit of Financial Statements
i. Reduced Profitability

ii. Net Profit/Loss Margin

The Controlling Officer submitted that the revenue generating capacity and ultimately
profitability of Superior Milling Company was largely a function of plant capacity
utilisation, which in turn was driven by the ability to secure sufficient feedstock (maize
grain) to process. Cash flow availability was critical in ensuring that the maize was procured
in a sustainable manner. Profitability in 2021 was driven by higher plant utilisation due to
access to the Food Reserve Agency (FRA) maize following a bridge financing facility from
the IDC.

The Controlling Officer further informed the Committee that competition in the
marketplace was intense as installed plant capacity for commercial millers, at 5.5 million
metric tons per annum was in excess of national requirements. Superior Milling Company
Limited capacity was 2 per cent of the national installed capacity.

Further, the Committee was informed that the Board and Management had made proposals
to the shareholders for balance sheet restructuring. This would be achieved, by way of
conversion of shareholder loans into equity. This would strengthen the balance sheet and
enable the Company access capital markets for actualisation of a grain procurement
strategy. On 8™ October, 2023 the Company had entered into a joint venture arrangement
with the ZNS to toll process maize grain. The toll processing fees generated were partly
being used to build a working capital pool, for use in the event that this arrangement comes
to an end. For the year ended 31% December, 2024, the Company had recorded a profit
before taxation of K3.71 million. This improved performance would continue, subject to
maize grain availability. For the year ended 31* December, 2024, plant capacity utilisation
was up to 46 per cent from 20 per cent in 2023.

Furthermore, the Company needed adequate working capital in order to build a minimum
of three months stock cover of 15,000 MT (current working capital requirement at FRA
prices of K6,100 per MT) being K91.5 million and unrestricted access to regional markets.

Committee’s Observations and Recommendations

The Committee observes that the Company may encounter liquidity problems which may
lead to failure to generate adequate revenue to cover its administration and other expenses.
In this regard, the Committee urges the Controlling Officer to institutionalise access to
affordable maize, including long-term agreements with the FRA. The Committee further
urges the Shareholder, IDC, to continue providing strategic and financial support to the
Superior Milling, particularly for initiatives that aim to expand market share or reduce
production costs and to expedite the conversion of shareholder loans into equity as
proposed. The Committee urges the Controlling Officer to expand toll milling arrangements
to ensure a steady inflow of raw materials and revenue. The Committee will await a
progress report on the matter.
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iii.  Profitability - Operating Profit Margin
iv. Revenue Per Employee

The Controlling Officer informed the Committee that the revenue generating capacity and
ultimately profitability of Superior Milling Company was largely a function of plant
capacity utilisation, which in turn was driven by ability to secure sufficient feedstock (maize
grain) to process. Cash flow availability was critical in ensuring that the maize was procured
in a sustainable manner. Profitability in 2021 was driven by higher plant utilisation due to
access to FRA maize following a bridge financing facility from the IDC. The Board and
Management had made proposals to the Shareholders for balance sheet restructuring. This
would be achieved, by way of conversion of shareholder loans into equity. This would
strengthen the balance sheet and enable the Company access capital markets.

The Committee was informed that on 8" October, 2023, the Company entered into a joint
venture arrangement with the ZNS to toll process Maize grain. The toll processing fees
generated were partly being used to build a working capital pool, for use in the event that
this arrangement comes to an end. For the year ended 31* December, 2024, the Company
had recorded a profit before taxation of K3.71 million. This improved performance would
continue, subject to Maize grain availability. For the year ended 31* December, 2024 plant
capacity utilisation was up to 46 per cent from 20 per cent in 2023. Furthermore, the
Company needed adequate working capital in order to build a minimum of three months
stock cover of 15,000 MT (current working capital requirement at FRA prices of K6,100 per
MT) being K91.5 million and unrestricted access to regional markets.

Committee’s Observations and Recommendations

The Committee urges the Shareholder, IDC and other shareholders to urgently implement
the proposed balance sheet restructuring, specifically the conversion of shareholder loans
into equity. This will improve the Company's gearing ratio; strengthen its balance sheet; and
enhance its ability to access financing from capital markets. The Committee further urges
the Controlling Officer to strengthen internal control systems to ensure that proceeds from
tolling arrangements and other revenue streams are efficiently managed to support grain
procurement and plant operations. The Committee will await a progress report on the
matter.

v. Negative Working Capital
vi. Deteriorating Liquidity- Current Ratio

The Controlling Officer submitted that the Company was technically insolvent at the time
IDC took management control of operations on 22™ April, 2018. The working capital
position was negative K38.55 million. The shareholders loans were used to service pre-
takeover trade payables totalling K37.36 million. The negative working capital was,
therefore, mainly caused by the shareholder loan on the Company’s balance sheet.

To address this, the Committee was informed that the Board and Management had made
proposals to the shareholders for balance sheet restructuring. This would be achieved, by
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way of conversion of shareholder loans into equity. This would strengthen the balance sheet
and enable the Company access capital markets.

Further, on 8™ October, 2023, the Company entered into a joint venture arrangement with
the ZNS to toll process maize grain. The toll processing fees generated were partly being
used to build a working capital pool, for use in the event that this arrangement comes to an
end. For the year ended 31* December, 2024 the Company had recorded a profit before
taxation of K3.71 million. This improved performance would continue, subject to maize
grain availability. For the year ended 31 December, 2024 plant capacity utilisation was up
to 46 per cent from 20 per cent in 2023.

Furthermore, the Committee was informed that the Company needed adequate working
capital in order to build a minimum of three months stock cover of 15,000 MT (current
working capital requirement at FRA prices of K6,100 per MT) being K91.5 million and
unrestricted access to regional markets.

Committee’s Observations and Recommendations

The Committee strongly urges the shareholders to expedite the proposed balance sheet
restructuring through conversion of shareholder loans into equity, to improve the
Company’s solvency and creditworthiness. The Committee further urges Management, with
the guidance from IDC and the MoFNP, to closely examine the Company's ability to meet
its short-term and long-term financial obligations after restructuring. The Committee will
await a progress report on the matter.

vii. Trade Payable Days

The Controlling Officer explained that the Company was technically insolvent at the time
the IDC took management control of operations on 22" April, 2018. The working capital
position was negative K38.55 million. The Shareholders loans were used to service pre-
takeover trade payables totalling K37.36 million. Trade and other payables are largely made
up of the legacy statutory obligations and current portion of the shareholder loans.

The Committee was further informed that Management had initiated a debt swap
agreement with the MoFNP to recover overdue trade receivables from the Zambia Army
operations and Zambia Police operations accounts and applied these to offset tax liabilities.
The ZRA credited Superior Milling Company Limited’s tax accounts with K3,193,194 on
14™ March, 2022. The Management entered into a Time-to-Pay agreement with NAPSA in
respect of penalties and applied for partial waivers from NAPSA.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to renegotiate short-term loan obligations and
consider changing the payment cycle. The Committee will await a progress report on the
matter.
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viii. Inventory Days of Raw Materials
The Controlling Officer informed the Committee that the Company was technically
insolvent at the time IDC assumed management control of operations on 22" April, 2018.
At that point, the Company’s working capital position was negative K38.55 million.
Shareholder loans had been utilised to settle pre-takeover trade payables amounting to
K37.36 million. Despite these interventions, the Company continued to face significant cash
flow constraints, limiting its ability to procure raw materials.

On 8™ October 2023, the Company entered into a joint venture arrangement with the ZNS
to toll process Maize grain. The toll processing fees generated were partly being used to
build a working capital pool, for use in the event that this arrangement comes to an end. For
the year ended 31* December, 2024 the Company had recorded a profit before taxation of
K3.71 million. This improved performance would continue, subject to maize grain
availability. For the year ended 31* December, 2024 plant capacity utilisation was up to 46
per cent from 20 per cent in 2023.

Furthermore, the Committee was informed that Management had been setting aside a
portion of the revenue generated from toll processing for ZNS to be used as working capital
for the procurement of raw materials. Looking ahead, the Company required sufficient
working capital to build a minimum stock cover of three months, equivalent to 15,000 MT
of maize. At the current FRA prices of K6,100 per metric ton, this translated to a total
working capital requirement of K91.5 million.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to consider balance sheet restructuring with its
shareholders as a way of conversion of shareholder loans into equity. This would strengthen
the balance sheet and enable the Company access capital markets. The Committee will
await a progress report on the matter.

ix. Return on Assets
x. Asset Turnover Ratio
xi. Gearing (Debt/Equity) Ratio
xii. Solvency Ratio
xiii. Failure to Liquidate Shareholders Loan

The Controlling Officer submitted that revenue generating capacity and ultimately
profitability of Superior Milling Company was largely a function of plant capacity
utilisation, which in turn, was driven by ability to secure sufficient feedstock (maize grain)
to process. Cash flow availability was critical in ensuring that the maize was procured in a
sustainable manner. Higher Return on Assets (RoA) in 2021 was driven by higher plant
utilisation due to access to FRA maize following a bridge financing facility from the IDC.

The Committee was informed that the Company was technically insolvent at the time the
IDC took management control of operations on 22" April, 2018. The working capital
position was negative K38.55 million. The Shareholders loans were used to service pre-
takeover trade payables totalling K37.36 million, hence the Company had continued to face
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cash flow challenges. The Board and Management had made proposals to the Shareholders
for balance sheet restructuring. This will be achieved, by way of conversion of shareholder
loans into equity. This would strengthen the balance sheet and enable the company access
capital markets.

On 8™ October, 2023 the Company entered into a joint venture arrangement with the ZNS
to toll process Maize grain. The toll processing fees generated were partly being used to
build a working capital pool, for use in the event that this arrangement comes to an end. For
the year ended 31* December, 2024 the Company had recorded a profit before taxation of
K3.71 million. This improved performance would continue, subject to Maize grain
availability.

For the year ended 31* December, 2024 plant capacity utilisation was up to 46 per cent from
20 per cent in 2023. Furthermore, the Company needed adequate working capital in order
to build a minimum of Three months stock cover of 15,000 MT (current working capital
requirement at FRA prices of K6,100 per MT) being K91.5 million and unrestricted access
to regional markets.

The Controlling Officer submitted that asset turnover was revenue driven and revenue
generating capacity and ultimately profitability of Superior Milling Company was largely a
function of plant capacity utilisation, which in turn was driven by ability to secure sufficient
feedstock (maize grain) to process. Cash flow availability was critical in ensuring that the
maize was procured in a sustainable manner. Profitability in 2021 was driven by higher
plant utilisation due to access to FRA maize following a bridge financing facility from the
IDC. The Committee was informed that the Company was technically insolvent at the time
IDC took management control of operations on 22" April, 2018. The working capital
position was negative K38.55 million. The Shareholders loans were used to service pre-
takeover trade payables totalling K37.36 million.

Committee’s Observations and Recommendations

The Committee urges the shareholders to urgently approve and implement the proposed
conversion of shareholder loans into equity in order to reduce financial strain, improve
solvency, and enhance the Company’s ability to access capital markets. The Committee
further directs the MoFNP, in collaboration with the IDC, 1s to explore sustainable
financing options such as revolving credit facilities or structured trade finance to support the
Company’s procurement of maize grain and ensure stable plant operations. The Committee
will await a progress report on the matter.

¢. Operational Matters
i. Low Plant Utilisation

The Controlling Officer submitted that low plant utilisation was attributed to challenges in
accessing feedstock (maize grain), which in turn had been driven by cash flow challenges in
accessing the raw materials. The Committee was further informed that higher utilisation in
2021 was driven by higher plant utilisation due to access to FRA maize following a bridge
financing facility from the IDC. The Board and Management had made proposals to the
shareholders for balance sheet restructuring. This would be achieved, by way of conversion

89



of shareholder loans into equity. This would strengthen the balance sheet and enable the
Company access capital markets. This would enable the Company access working capital to
procure enough raw materials and maximise plant capacity utilisation.

Furthermore, on 8" October 2023, the Company had entered into a joint venture
arrangement with the ZNS to toll process maize grain. The toll processing fees generated
were partly being used to build a working capital pool, for use in the event that this
arrangement comes to an end. For the year ended 31* December, 2024, the Company had
recorded a profit before taxation of K3.71 million. This improved performance would
continue, subject to maize grain availability. For the year ended 31* December, 2024 plant
capacity utilisation was up to 46 per cent from 20 per cent in 2023.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that Management puts in place a
maize stocking strategy that will enable it to have sufficient stocks to enhance production
and plant utilisation. The Committee will await a progress report on the matter.

ii. Lack of Board Charter
The Controlling Officer informed the Committee that the Board of Directors had been
operating under the Board Terms of Reference. However, the Board had prepared a draft
Board Charter aimed at providing a more comprehensive governance framework. The draft
Charter was undergoing the necessary review and approval processes.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to prevail on the Board of Directors to
expedite the review and approval of the draft Board Charter to establish a clear, formal
governance framework that strengthens oversight, accountability, and strategic leadership.
The Committee will await a progress report on the matter.

iii. Lack of An Internal Audit Function
The Controlling Officer informed the Committee that Management had previously
depended on potential support from Group Internal Audit at the IDC for internal audit
services. However, it was indicated that the Company would move towards outsourcing
internal audit services to ensure independence and effectiveness in internal controls and risk
management.

Committee’s Observations and Recommendations

The Committee expresses serious concern about the absence of an internal audit function
and urges the Controlling Officer to take corrective action without further delay. This will
enhance audit objectivity, improve internal control assessments, and strengthen governance.
The Committee will await a progress report on the matter.

iv. Failure to Collect Debt from Credit Sales
The Committee was informed that a significant portion of the Company’s receivables
comprised legacy debts owed by the Zambia Army Operations and Zambia Police
Operations. Additionally, the Company’s customer base included small traders, who posed
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higher credit risk. However, due to intense market competition, these traders represented the
only viable route to market for some products.

To address the challenge of overdue receivables, Management initiated a debt swap
agreement with the MoFNP, whereby outstanding debts from the Zambia Army and Police
accounts were offset against tax liabilities. Following this, the ZRA credited Superior
Milling Company Limited’s tax accounts with K3,193,194 on 14" March, 2022.
Furthermore, the ZNS settled K11.22 million for toll processing charges in May, 2024. To
mitigate further credit risk, Management suspended all open contracts on credit terms,
except those with reputable retailers.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that Management develops and
implements a comprehensive credit policy that includes strict vetting and monitoring of
customers, with clear credit limits and terms to minimise future exposure to bad debts and
will await a progress

d. Staff Related Matters - Operating without an Approved Structure

The Controlling Officer submitted that the Board of Directors had previously reviewed
proposals for a new organisational and pay structure. However, due to the Company’s low
activity levels, the proposed structure was deemed unsustainable. Consequently, the Board
directed Management to undertake a further benchmarking review of both the
organisational and pay structures in collaboration with the Human Capital department and
the IDC. The Committee was informed that this benchmarking exercise was ongoing.

Committee’s Observations and Recommendations

The Committee finds it unacceptable that Management is operating without an approved
structure and urges the Controlling Officer to ensure that Management expedites the
benchmarking exercise to ensure that the organisational and pay structures are aligned with
the Company’s current operational realities and market standards. The Committee will
await a progress report on the matter.

e. Other Information — Failure to Settle Statutory Obligations

The Controlling Officer submitted that ongoing cash flow challenges adversely affected the
Company’s ability to settle statutory obligations in a timely manner. At the time the IDC
assumed management control on 22" April, 2018 the Company was technically insolvent,
with a negative working capital position of K38.55 million.

To address overdue trade receivables from the Zambia Army and Zambia Police
Operations, Management initiated a debt swap agreement with the Ministry of Finance and
National Planning, resulting in the ZRA crediting Superior Milling Company Limited’s tax
accounts with K3,193,194 on 14™ March, 2022. Furthermore, Management had entered
into a Time-to-Pay agreement with NAPSA regarding penalties and sought partial waivers
to ease the financial burden.
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Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to prioritise effective cash flow planning to
ensure timely settlement of statutory obligations and avoid penalties. The Committee
further urges the Controlling Officer to continue monitoring the debt swap agreement with
the MoFNP and adherence to the Time-to-Pay arrangement with NAPSA, including
follow-up on waiver applications. The Committee will await a progress report on the matter.

3.13 ZAMBIA AIRPORTS CORPORATION LIMITED

3.13.1 Audit Findings

A review of the Zambia Airports Corporation Limited (ZACL)’s accounting records and
other records for the period 2021 to 2023 revealed the following irregularities to which the
Controlling Officer responded as highlighted below.

a. Budget and Income - K165,324,884

In the financial year ended 31% December, 2023 the Corporation had budgeted to generate
revenue in amounts totalling K776,904,999 and a total of K942,229,883 was generated
resulting in a positive variance of K165,324,884.

Committee’s Observations and Recommendations
The Committee notes the positive variance recorded and resolves to close the matter,
subject to audit verification.

b. Section on The Audit of Annual Performance
i.  Failure to Implement Planned Capital Projects
1. Airport Services Project not Implemented
¢ Overhaul Water Reticulation System

The Controlling Officer informed the Committee that the tender for the rehabilitation of
Mansa and Kasama Airports were awarded concurrently to Mach Tech Limited. The
contractor was expected to mobilise on 25™ August, 2023. However, only 27 per cent of the
works were completed before a dispute arose, leading to arbitration. This caused delays,
particularly for Mansa Airport. The Committee was further informed that a favourable
arbitration ruling was awarded to ZACL on 21* February, 2025. The overhaul of water
reticulation system had been included under the Mansa Airport rehabilitation, which was
executed by China Jiangsu.

The Committee learnt that the Kasama Airport rehabilitation works were successfully
completed, with the certificate of completion issued on 8" November, 2023 while works at
Mongu Airport had reached 98 per cent completion, with finalisation expected by May,
2025.
e Airfields Erosion Gully Control

The Committee was informed that Brickworld Zambia Limited failed to deliver on the gully
control project. Efforts to engage Kansanshi Mine to complete the project were unsuccessful
due to unfavourable conditions. Thereafter, expert technical assessments were conducted by
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the Geological Survey Department under the Ministry of Mines and Minerals Development
and the Department of Water Resources Development, and recommended as follows:

a. development of a climate-resilient drainage plan;
b. diversion and redesign of concrete drainage systems; and
c. backfilling and compaction of the active gully with waste rock.

Further, the ZACL had engaged the Department of Water Resources Development on 19"
September, 2023 which delivered detailed engineering solutions and Bills of Quantities by
September, 2024. The design was approved after a stakeholder workshop, and ZACL had
since sought K35 million in funding from the Ministry of Transport and Logistics. The
funds were expected to come from Treasury under aerodrome funding.

o Power upgrade and installation of power supply Genset
The Controlling Officer explained that ZACL took over the mandate to run the provincial
aerodromes through the Statutory Instrument No. 13 of the 2018 - Civil Aviation Act, 2016 (Act
No. 50f2016). ZACL assumed control of provincial aerodromes in June, 2018.

An assessment of Solwezi Airport revealed that the existing feeder line resulted in under
voltage, and the internal electrical system used a radial rather than a ring circuit. ZESCO
was subcontracted to install a dedicated power line (98 per cent completed). Once
completed, the generator set would be integrated into the ring-circuit system to stabilise
power supply to key facilities.

¢ Rehabilitation of Terminal, ATC and Transmitter Buildings
The Committee heard that the Kasama Snags were rectified before the defect liability period
ended on 8™ November, 2024. In addition, rehabilitation works at Mongu Airport were at
98 per cent, while Mansa Terminal and water reticulation upgrades had been undertaken by
China Jiangsu.

e Construction of Perimeter Fence
The Committee was informed that the construction of the perimeter fence had also been
included in the China Jiangsu contract for the upgrade of the critical airport infrastructure.
The contractor had mobilised.

2. Air Navigation Services Projects

e (SITA) Future for Air Navigation Services One (FANS1) Suite Facility
The Controlling Officer explained that the contract was currently under review by Société
Internationale de Télécommunications Aéronautiques (SITA) and Management was
making follow-ups with the aim of submitting the contract in the second quarter of 2025.

e ATN Bypass Radio Link
The Corporation was reallocated this project in 2025. The service provider had been
identified and was conducting a three months Proof of Concept (POC) exercise ending
April, 2025 after which the procurement process would commence.
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e Safety Case Study
The Controlling Officer submitted that the project had not yet been funded by the
contractor, AVIC citing non-payment of Interim Payment Certificates (IPC) by the
Government and other contractual matters.

e Control Block Equipment
The Controlling Officer explained that funding had not yet been secured for the
procurement of this critical equipment.

e Distributed Ancillaries Information Display (DAID)
The Committee was informed that the project had been deferred to 2026 to allow the ZACL
to mobilise funds.

3. Technical Services Project

¢ Resurfacing of the runway and taxiway pavement
The Controlling Officer explained that the contract for the resurfacing of the runway at
Mfuwe Airport was initially delayed due to non-disbursement of funds. However, in April
2024, the contract was awarded to Ahnui Shui'an Construction Group Corporation Zambia
Limited to undertake the rehabilitation works within 90 days, which would have required
closure of the Airport. Further, given that the proposed rehabilitation period coincided with
the peak tourism season for South Luangwa National Park, the approach of closing the
airport was revised. Instead, it was decided that the works would be carried out while
maintaining airport operations. As a result, a new parallel 3km runway would be
constructed, and the existing runway would be converted into a taxiway.
In view of this, these works were now in progress under the contract for the upgrade of
critical airport infrastructure, being undertaken by ANHUI, who had since mobilised on
site.

e Generator Sets
The Committee was informed that ZACL assumed responsibility for operating provincial
aerodromes following the issuance of Statutory Instrument No. 13 - The Civil Aviation
(Designated Provincial and Strategic Airports) Regulations, 2018. Operations commenced under
ZACL in June, 2018. Prior to this, the Aerodromes were managed by the Government.

Following the issuance of the Statutory Instrument, ZACL assessed the installed facilities to
determine their compliance with International Civil Aviation Organisation (ICAO)
standards. Among the facilities assessed was the power reticulation system. It was observed
that the feeder to Solwezi Airport was not a dedicated line to the airport alone, but also
supplied the adjacent residential compound which resulted in under voltage issues at the
airport.

Additionally, the facilities such as the terminal building, fire station and control tower were
being supplied through a radial power circuit and not a ring circuit. To address this, ZACL
initiated a project to install a dedicated power line and subcontracted ZESCO to conduct the
works. A follow-up project of internal power reticulation system to sort out the issue of
facilities being fed radially instead of a ring circuit was to be undertaken. This project
included the integration of a generator set, which was more convenient into a dedicated and
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ring power system. Currently, the dedicated power line project is 98 per cent complete.
Once finalised, it would enable the installation of the generator set. At the moment,
installing a generator is not feasible due to the communal line and radial power
configuration.

4. Commercial Services Projects

e Consultancy Services for Survey and Bulk Services
The Controlling Officer explained that the Board of Directors approved the implementation
of the land use plan. This followed the consultancy work done by NACO, a Netherlands
domiciled firm specialising in the commercialisation of land to enhance non-aeronautical
revenue. This plan required the development of designs or layouts for infrastructure such as
roads, drainage systems, power supply, water, sewerage facilities and beaconing of land to
facilitate the allocation of parcels of land in line with NACO’s recommendations, as
approved by the Board.

To achieve this initiative, a bulk services contractor was engaged to develop infrastructure
layouts aligned with optimal use of land considering the topography, prevailing wind
directions, and other weather patterns to ensure accurate allocation planning and allocation.
The outputs of the bulk services would be presented by end of June, 2025 to the external
working groups who were experts responsible for approvals. The contract was submitted to
the Attorney General’s office for review and approval in February, 2025.

However, there has been realignment in the implementation of the plan due developments
that had been undertaken within the land earmarked for the plan. These developments
included the construction of a shopping mall and an office block. In addition, the
Corporation was currently pursuing an engagement in a medical city, and a new filling
station was presently under construction.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to strengthen project monitoring mechanisms
by establishing a dedicated oversight team to ensure timely execution of capital projects.
The Committee also directs the Controlling Officer to develop contingency plans to mitigate
risks such as contractor disputes, including predefined arbitration clauses and alternative
contractor arrangements to avoid unnecessary delays. The Committee further urges the
Controlling Officer to expedite approval processes with the Attorney General’s office to
avoid further delays in the implementation timeline. The Committee will await a progress
report on the matter.

iii. Questionable Management of Infrastructure Development Projects
i. Weaknesses in Management of Construction Contracts
1.Mach Tech Limited - Rehabilitation of Kasama Airport
The Controlling Officer clarified that the amount of K966,321 was not a variation but the
cost for emergency works undertaken by the contractor while awaiting final approval of the
full contract amounting to K2,645,839 from the Attorney General’s Office.
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Additionally, the two-week extension beyond the project completion timeline was due to
the assignment of extra works that were considered necessary. These additional tasks were
accommodated within the project’s budget.

2.Mach Tech - Rehabilitation of Mansa Airport

The Controlling Officer informed the Committee that the tenders for the rehabilitation of
both Mansa and Kasama Airports were running concurrently, with Mach Tech Limited
emerging the best evaluated bidder for both projects. The date for mobilisation was 25™
August, 2023. However, during the execution phase, the contractor only managed to
perform up to 27 per cent, after which a dispute arose, leading to arbitration. The dispute
delayed the rehabilitation works for Mansa Airport. On 21* February, 2025 an arbitration
ruling was awarded in favour of ZACL. Furthermore, the Committee was informed that the
overhaul of the water reticulation system had been incorporated into the rehabilitation
works which would be undertaken by China Jiangsu.

3. Alinta Corp Rehabilitation of Solwezi Airport
The Controlling Officer informed the Committee that the rehabilitation works at Solwezi
Airport, undertaken by Alinta Corp, were successfully completed on 30™ April, 2024.

4. Glass Glazers Rehabilitation of Mongu Airport
The Controlling Officer explained that during the execution of the rehabilitation works at
Mongu Airport, several variations were deemed necessary. These included paving works,
fencing works, construction of septic tanks and soak-away pits, relocation of the service pit,
rehabilitation of the substation, and the construction of the Very Very Important Person
(VVIP) toilet. The total cost of the variations was 23 per cent above the initial contract sum
and was approved accordingly.

Additionally, delays in the project were attributed to encroachments on airport land. To
address this, a social and economic survey was underway through the office of the
Provincial Administration.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to strengthen project scoping and site
assessments to minimise the need for major variations during implementation. The
Committee also urges the Controlling Officer to expedite the completion of the social and
economic survey through the Provincial Administration Offices and initiate formal
processes to resolve land encroachments. The Committee further urges the Controlling
Officer to introduce stricter internal controls and approval thresholds for variations
exceeding a defined percentage of the contract value to ensure accountability. The
Committee will await a progress report on the matter.

ii. Delayed Completion of Works — Mongu Airport
The Controlling Officer explained that, at the time of the audit, the contractor had applied
for extension of time to allow the execution of approved variations. ZACL granted the
extension, as the justifications were deemed valid.
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The Committee was further informed that the Corporation implemented the following
control measures to mitigate further delays and enhance project delivery.

e deployment of a ZACL Engineer to be permanently stationed on-site for the entire
duration of the project, and

o regular periodic site inspections conducted by supervisory teams to monitor progress
and ensure adherence to timelines.

Committee’s Observations and Recommendations
The Committee resolves to close the matter, subject to audit verification.

iv.Financial Analysis
i. Statement of Comprehensive Income
e Failure to Achieve Strategic Performance Scorecard Target
The Controlling Officer informed the Committee that, despite not meeting the strategic
performance scorecard targets, the Corporation recorded a favourable operating expense to
revenue ratios for 2022 and 2023.

To enhance the financial sustainability, the Corporation had embarked on various strategies
aimed at reducing the over-reliance on aeronautical revenue. Notably, the hotel at Kenneth
Kaunda International Airport (KKIA) was now operational and generating income.
Additionally, the relocation of the Head Office back to KKIA was intended to free up office
space for rental, with tenants already occupying parts of the commercial complex. This
move was expected to reduce the costs on several expenditure lines, including IT eservices,
cleaning, water, and electricity bills.

Further, the Committee was informed that Management had been negotiating remission
rates with Local Authorities for various airports, contributing to the Corporation’s revenue
enhancement strategies.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to prioritise and expand non-aeronautical
revenue initiatives. The Committee further urges the Controlling Officer to strengthen
engagement with Local Authorities and will await a progress report on the matter.

e Employee Related Costs to Revenue Ratio
The Controlling Officer informed the Committee that the increase in staff costs over the past
three years was attributed to the necessary business expansions and operational changes.
Specifically, in 2023, the Corporation’s headcount increased to 1,141, compared to 1,049 in
2022 and 1,052 in 2021. This increase reflected the Corporation’s strategic focus on scaling
up operations and maintaining optimal service levels across new and existing facilities, as
well as responding to staff levels required by Civil Aviation Authority and ICAO.

The Committee was further informed that despite the rise in payroll expenses, the

Corporation operated within its approved budgetary limits, maintaining operational
efficiency. The Corporation’s overall profitability improved during this period. This was
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evidenced by the significant reduction in the payroll-to-revenue ratio from 77 per cent in
2021 to 51 per cent in 2023, reflecting an improvement in revenue generation, effectively
offsetting the impact of rising staff costs.

Furthermore, Management reaffirmed its commitment to controlling employee related costs
in line with business needs and ensuring the sustainability of the Corporations operations.
Current efforts included ongoing reviews of workforce requirements; optimisation of labour
productivity; and the adoption of technological solutions to manage staffing needs without
compromising service quality.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to implement stricter cost controls,
particularly employee-related expenses, to ensure the Corporation remains within the
approved budgetary limits and aligns with strategic performance targets. The Committee
will await a progress report on the matter.

e Net Profit Margin
The Controlling Officer explained that the Corporation had continued to improve its
financial performance, transitioning from a loss-making position in 2020 and 2021 to
achieving a positive net profit margin in both 2022 and 2023.

Committee’s Observations and Recommendations
The Committee notes the response by the Controlling Officer and resolves to close the
matter, subject to audit verification.

ii.  Statement of Financial Position
e Return on Capital Employed
The Controlling Officer explained that the Corporation’s significant cash balances for the
years 2022 and 2023 were primarily attributed to ongoing aerodrome infrastructure projects
at the respective year-ends. These included the construction of the runway and terminal
building renovations at Kasama Airport, which were completed in December 2023.
Additionally, the cash balance as of December, 2023 reflected GRZ specific funding
earmarked for the completion of the hotel and taxiways at KKIA.

The Committee was informed that the one per cent growth in ROCE recorded in 2023,
compared to the thirty-seven percent recorded in 2022, was attributed to the fact that 2022
served as a recovery year following the COVID-19 pandemic. By 2023, passenger traffic had
largely stabilised to pre-pandemic levels. Given that passenger traffic was a major driver of
the Corporation’s revenue and Profit Before Interest and Tax (PBIT), the change in ROCE
reflected the transition from a sharp recovery phase to more stable, normalised operations.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to prioritise the timely completion of capital
projects to prevent prolonged cash holdings and improve capital efficiency. The Committee
resolves to await a progress report on the matter.
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e Current Ratio
The Committee was informed that the Corporation had accrued debt during and after the
COVID-19 period, which it had been servicing over the past two years. Most of which
would be fully repaid by end of 2025. This repayment, combined with the Corporation’s
strategies to enhance debt management, was anticipated to improve the current ratio going
forward.

Committee’s Observations and Recommendations
The Committee urges the Controlling Officer to accelerate debt repayment plans and will
await a progress report on the matter.

e Increased Gearing Ratio
The Controlling Officer explained that the increase in the Corporation’s gearing ratio was
partly attributed to the inclusion of capital grants. These capital grants were non-cashflow
items and equity in nature, and did not impact the Corporation’s ability to pay its financial
obligations. The Committee was informed that Management projected a reduction in the
gearing ratio to fifty per cent in 2025, as several outstanding loans would mature in 2025.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to prioritise a debt reduction strategy to bring
the Corporation’s gearing ratio down to the acceptable benchmark of 50 per cent. This
should include accelerated repayment schedules and exploring equity financing options
where feasible. The Committee will await a progress report on the matter.

v. Compliance with Laws and Regulations — Failure to Adhere to Circular on
Personal to Holder Motor Vehicles
The Controlling Officer submitted that the following vehicles were assigned on a personal-
to-holder basis, contrary to applicable government regulations:

Vehicle Make and Model | Registration Number
Nissan Navara BAL 1011

Toyota Land cruiser BAK 5791

Jeep Grand Cheroke BAB 632

Toyota Land Cruiser BAP 5255

Toyota Land Cruiser BAP 5254

Range Rover Evoque BAP 1416

Toyota Land Cruiser BAT 4590

The Controlling Officer informed the Committee that during the 131* Board Meeting held
on 15" November, 2024, it was resolved that the Government Valuation Department be
engaged to assess the current market value of the vehicles. The Management was also
advised to benchmark depreciation policies with other institutions to guide decision making.

Following the resolution, Management obtained a quotation from the Government
Valuation Department on 16™ December, 2024 and made further inquiries. On 3"February,
2025 letters were issued to the respective holders of the vehicles to surrender the motor
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vehicles, citing reasons of valuation and compensation. So far, only two vehicles had been
surrendered and ZACL continued to follow up on the remaining cases to ensure full
compliance.

Committee’s Observations and Recommendations

The Committee directs the Controlling Officer to immediately cease all non-compliant
benefits, such as personal-to-holder vehicles, in line with Cabinet Office Circular No. 17 of
2016. The Committee further urges the Controlling Officer to process any refunds due to the
affected parties without further delay. The Committee will await a progress report on the
matter.

vi.Other Information
i. Questionable Cost of Hire of Transport for Staff

The Controlling Officer explained that the decision to outsource staff transportation services
was made in 1999, based on the considerations of cost-effectiveness and operational
efficiency. Over the years, the number of non-management staff had increased from 1,016 in
2019 to 1,214 in 2024, and accompanied by an expansion in bus routes covered and a rise in
fuel and maintenance costs factors contributing to the increasing transport costs, which
reached K22.3 million in 2024.The Cost-benefit analyses conducted in both 2022 and 2024
showed that outsourced services were marginally more economical than in-house provision,
with outsourcing avoiding substantial capital expenditure on buses and driver recruitment.
For instance, in 2024, outsourcing saved K842,735 in operational costs compared to an in-
house model, while avoiding a capital outlay of over K116 million.

Additional non-financial considerations such as business continuity, flexibility, reduced risk
exposure, and a sharper focus on core airport operations further supported the rationale for
continuing with outsourced transport services. The Committee was further informed that
the procurement process was undertaken in line with the Public Procurement Act, No. 8 of
2020, and as it was an operational matter with no change in strategy, Board approval was
not required. The Controlling Officer submitted the following critical assumptions and
operational considerations regarding the outsourcing of staff transport services at ZACL:

e An in-house transport model would have required the procurement of twenty-seven
buses and the recruitment of twenty-seven drivers. Associated costs would have
included salaries, allowances, employer statutory contributions (NAPSA, workers’
compensation), medical coverage, and leave pay.

o Fuel expenses were expected to rise, reflecting increased routes and fuel prices.
Additionally, the Corporation would have needed to provide after-hours transport
for drivers following their final routes.

e In-house transport services would have exposed ZACL to operational disruption
risks, such as labour strikes. Outsourcing mitigated this by ensuring continuity
through third-party providers.
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Other Non-Financial Considerations are outlined below.

e Focus on Core Activities: outsourcing company buses allowed ZACL to focus on its
core activities related to airport operations rather than managing transportation
services, resulting in increased productivity and efficiency.

e Access to Specialised Expertise: by partnering with a specialised transportation
company, ZACL benefitted from the expertise and experience of professionals in the
transportation industry.

e Flexibility: outsourcing company buses provided ZACL with operational flexibility
in up scaling or downscaling transportation services based on staffing levels or
operational needs. The company can adjust the number of buses or routes easily
without having to invest in additional resources internally.

e Business Continuity: in the event of employee unrest such as strikes, outsourcing
transport would ensure that such activities would not affect the ZACL’s operations.

The Committee was further informed that the procurement of the staff transport service was
approved by the Procurement Committee in line with the Public Procurement Act, No. 8 of
2020. The strategy regarding staff transport had not changed, and as such, the Procurement
Committee approved the process, with no requirement for Board approval, as it was an
operational issue.

Committee’s Observations and Recommendations
The Committee urges the Controlling Officer to ensure that the outsourcing policy is
informed by a cost-based analysis and will await a progress report on the matter.

ii. Encroachment of Airport Perimeter
The Controlling Officer informed the Committee that ZACL was considering both short-
and long-term measures to address the encroachment on airport land.

The Short-term measures were as set out below.

e The Government, through the Western Provincial Administration, had commenced
the socio-economic survey to establish the number of settlements that had
encroached on airport land for possible compensation and relocation.

e ZACL was undertaking the sensitisation programme targeting surrounding
communities to raise awareness about the importance of securing airport
infrastructure.

e A perimeter fence was installed around the airport to deter unauthorised access by
people and animals, and to protect the remaining land from further encroachment.

Regarding the long-term measures, the Committee was informed that the Government had
secured an alternative piece of land for the construction of the new Mongu Airport. The
Western Provincial Administration was undertaking land surveys, socio-economic surveys
and beaconing in preparation for the development.
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Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to strengthen physical and surveillance
measures. The Committee further urges the Controlling Officer to continue and expand
community sensitisation programmes to educate the community on the risks and legal
implications of encroachment. The Committee will await a progress report on the matter.

3.14 ZAMBIA CARGO AND LOGISTICS LIMITED

3.14.1 Audit Findings
A review of accounting and other records maintained at the Zambia Cargo and Logistics
Limited (ZCL) Head Office for the Financial Years Ended 31% December, 2021, 2022, and

2023 revealed the following irregularities to which the Controlling Officer responded as
highlighted below.

a. Budget and Income

During the period under review, the ZCL generated income from its major operating
services including Container Freight Station (CFS), Inland Container Depot (ICD),
Clearing and Forwarding (C&F) and Transportation of Cargo as shown in the table below.

Income

2023 2022 2021
TZS '000 | K'000 | TZS '000 K'000 TZS '000 K'000
Container Handling | 6,177,495 | 63,210 5,771,679 45,176 4,762,450 40,897
Storage charges and
other incomes

Source of Funding

2,003,731 | 20,503 1,460,310 11,430 1,147,033 9,850

Total Actual 8,181,226 | 83,713 | 7,231,980 | 56,606 | 5,909,483 | 50,747
Incomes

Budgeted Income | 7,954,590 | 81,394 | 19,961,567 | 156,243 | 9,762,553 | 83,835
Variance 226,636 | 2,319 | (12,729,578)] (99,637)] (3,853,070)] (33,088)

The Controlling Officer informed the Committee that the figures in the above table were
corrected as per the letter written to the Auditor General referenced ZCL/OAG/01/2025
dated 13™ January, 2025. The corrected actual amounts against the budgeted income in
2021, 2022 and 2023 showed a reduced negative variation of K32 million, K15 million and
K38 million, respectively. Management, therefore, acknowledged the Auditor General’s
observation that in 2021, 2022 and 2023, ZCL did not achieve its budget targets.

The Controlling Officer further informed the Committee that failure to achieve the budget
targets in 2021, 2022 and 2023 was due to the following:

a. the Company experienced challenges in handling of cargo due to limited availability
of critical handling equipment such as Reach Stackers. This led to the hiring of the
Reach Stacker from third parties as the Company did not have the capital required for
outright purchase of these pieces of equipment. This equipment constraint resulted in
the Company only handling 15,649 TEUs in 2021, 14,442 TEUs in 2022 and 10,643
TEUs in 2023;
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b. during the period 2021-2023, the Company handled reduced volumes of twenty-foot
containers (TEUs) due to the low throughput from mineral cargo and agricultural
commodities. In 2022, the Company saw a decline in the manganese ores due to
heavy rains experienced in Zambia which affected the supply chain. In addition, the
drop in the manganese prices on the world market had an impact on the volume of
exports. Further, from 2021 to 2022, the Company experienced a decline in
manganese ore due to the damage to a section of the TAZARA at Chambeshi River
in Zambia which affected the flow of manganese ore from the central province of
Zambia to Tanzania. There was a reduction in the agricultural commodities handled
from Tanzania especially sesame seeds, tobacco, timber, beans and cotton during the
subject period; and

c. the outbreak of the COVID-19 pandemic during the period 2020-2021 also had an
adverse effect on the business particularly the opening of new representative offices
and the introduction of new services.

The Committee was informed that the above factors had an impact on the revenue
generated during the period under review.

The Committee was further informed that the situation had improved from 2022 as the
Company had undertaken the interventions highlighted below.

1. Procurement of a Reach Stacker in 2022 at a cost of US$500,000 and an additional
one procured in 2023 delivered in 2024. This had increased the capacity in terms of
handling equipment. In addition, four forklifts were procured to further increase the
handling capacity.

2. The Company had over the years increased the range of agricultural produce handled
in the depot such as sesame seeds, tobacco, timber, beans and cotton thereby
increasing the volume of cargo through the terminal from 10,643 TEUS in 2023 to
25,352 TEUS in 2024.

3. The Government of the Republic of Zambia appointed Zambia Cargo and Logistics
Limited to operate the Zambia Dry Port Facility at Walvis Bay, Namibia which
became fully operational in October, 2024. It was expected that this operating centre
would significantly contribute to the growth of revenue.

Additionally, the latest management accounts as at 31% December, 2024 showed actual
revenue of K167.2 million against a budget of K146.9 million, representing a favourable
variance of 14 per cent. Further, the Company posted a profit after tax of K18.4 million,
representing a 48 per cent performance above the budget. The volumes handled in 2024
were also above budget by 39 per cent with a year-on-year growth of 138 per cent. This
positive performance had led to the approval by the ZCL Board of Directors of a first ever
dividend to be paid to the shareholders for the 2024 financial year. The approved dividend
subject to approval at the annual general meeting, was approximately K4.3 million.
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The summary below shows the revenue realised in 2024 against budget:

2024
Source of Funding TZS'000 ZMW'000
Inland Container Depot 3,413,671.78 39,799.22
Transportation - Local 45,123.21 526.08
Container Freight Station 8,628,206.25 100,594.29
Other Income 1,296,087.46 15,110.79
Regional Freight Forwarding 710,180.10 8,279.83
Customs Clearance3 245,519.02 2,862.45
Total Actual Income 14,338,787.83 167,172.66
Budget 12,601,644.24 146,919.70
Variance 1,737,143.59 20,252.96

Committee’s Observations and Recommendations

The Committee urges the shareholder, IDC to ensure that the ZCL’s operations are
optimised, its services are expanded, and Government institutions comply with directives to
use ZCL. The Committee will await a progress report on the matter.

b. Compliance to Laws and Regulations
i. Failure to Transfer Shareholding from the Ministry of Finance and National
Planning to the Industrial Development Corporation

The Controlling Officer informed the Committee that Management acknowledged the
observation made by the Auditor General regarding the need to engage the MoFNP to
effect the change in the shareholding from MOFED Tanzania Limited to IDC to ensure
that shares were transferred as intended. The Committee was further informed that the
transfer of 99 per cent shares from MoFNP to the IDC had not been undertaken as it
attracted Capital Gains Taxes of not less than US$3 million according to Tanzanian Tax
Laws. The US$3 million was expected to be paid by the MoFNP before the process was
completed.

Nonetheless, the Controlling Officer assured the Committee that Management had been
engaging the shareholder, IDC to facilitate the transfer of shares in ZCL from the MoFNP
to IDC.

Furthermore, Management, together with the Department of Maritime drafted the bi-lateral
agreement between Zambia and Tanzania for consideration by the Ministry of Transport
and Logistics. This once assented to, would compel Tanzania to waive certain taxes
including what was applicable on the transfer of shares from the Ministry of Finance to
IDC. In addition, Management had requested the MoFNP to advise on the payment of the
estimated US$3.2 million as capital gains tax to facilitate the transfer of the shares to IDC.

Committee’s Observations and Recommendations

The Committee is concerned about the delayed transfer of ZCL shareholding from the
MOoFNP to the IDC. The Committee urges the Controlling Officer to expedite the transfer,
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as it is a crucial step for the corporation’s financial stability and operational efficiency. The
Committee will await a progress report on the matter.

ii. Failure to Implement Cabinet Circular Minute of 2016 — Mandatory Utilisation of

the Zambia Cargo and Logistics Dry Port by Government and Its Agencies
The Controlling Officer explained that the Cabinet Circular of 2016, did not make an
explicit reference to the enforcement of the circular or Zambia Cargo and Logistics
Limited’s responsibility to ensure compliance to the Cabinet Circular and compel all
Government Ministries, Parastatals and Other Spending Agencies to utilise ZCL at the port
of Dar es Salaam, Tanzania for their imports and exports. This resulted in the shortfalls in
the implementation of the Cabinet Circular Minute of 2016.

The Committee was informed that Management had provided input to the Ministry of
Transport and Logistics that was revising the Cabinet Circular - for mandatory utilisation of
the Zambia Cargo and Logistics dry port by the Government and its agencies. The revised
circular would compel the Government and its agencies to utilise ZCL'’s facilities not only at
Dar es Salaam Port, Tanzania but also the Walvis Bay Port in Namibia and all the other
ports where the Company would be operating from in the future for all imports and exports.

The Committee was further informed that the Ministry of Transport and Logistics should be
responsible for the implementation of the amended Cabinet Circular once approved. The
Controlling Officer recommended a guidance note from the Zambia Public Procurement
Authority (ZPPA) to all procurement committees to ensure enforcement. The Committee
was informed that the revised Cabinet Circular was expected to be submitted to Cabinet
Office by the Ministry of Transport and Logistics in May, 2025. Management was following
up with the Ministry of Transport and Logistics.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that the Ministry of Transport and
Logistics promptly revises the 2016 Cabinet Circular regarding the mandatory use of the
Zambia Cargo and Logistics Dry Port by Government entities. The Committee will await a
progress report on the matter.

c. Financial Analysis
i. Lack of Receivables Management Policy

The Controlling Officer submitted that Management had since developed and implemented
a Receivables Management Policy to manage the receivables. As at 31 December, 2024,
outstanding receivables relating to 2024 activities for over 120 days was nil representing 0
per cent of the total outstanding amount. However, the Company still had K27,455,472.23
pertaining to years before 2024 which was being pursued by ZCL through the debt
collectors. This had also been fully provided for as a potential bad debt in the books of
accounts, as required by accounting standards. In addition, as at 31* December, 2024, the
debtors’ days stood at twenty-one. The Committee was informed that Management had
extended credit facility for the provision of services to restricted financially credible
customers. Most of the customers were on cash basis and this had greatly improved the
liquidity of the Company.
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Committee’s Observations and Recommendations
The Committee notes the response and resolves to close the matter, subject to audit
verification.

ii. Lack of Efficiency in Debt Collection
The Controlling Officer explained that the Company in the past used to provide services on
credit, and this resulted in an increase in debt that remained uncollected for a long period of
time. As a measure to improve the debt collection of long outstanding debts, Management
had engaged debt collectors in November, 2024 to collect the long outstanding debts and the
process was ongoing.

Furthermore, Management had extended credit facility for the provision of services to
restricted credible customers for a maximum period of thirty days based on the volume of
cargo and financial position of the customer. Currently, the Company had only extended
credit to 28 per cent of its customers with the remaining customers paying cash. This had
greatly improved the liquidity of the Company. As at 31* December, 2024, the receivables
were K9,635,541.67 representing 5.6 per cent of the total sales of K171.5 million with
debtors days standing at twenty.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to measures in place to ensure prompt and
effective debt recovery, including implementing strategies for debt liquidation. The
Committee resolves to await a progress report on the matter.

d. Other Information

i. Failure to Account for Property — Lack of Ownership Details Mtwara
The Controlling Officer explained that Management had confirmed the absence of a legal
title document to the land on which the three warehouses were built by the former Zambia
Consolidated Copper Mines (ZCCM) at Mtwara Port and therefore, had been unable to
recognise the said properties in the books of accounts. Further, a fact-finding mission to
Mtwara Port was undertaken on 4™ November 2024 by the Zambian Government Deputy
Secretary to Cabinet; Permanent Secretary - Ministry of Transport and Logistics; the
Zambian High Commissioner to Tanzania and other senior Zambian Government Officials;
and Senior Management from ZCL to inspect the Zambian shed at Mtwara Port. During
the visit, the Deputy Secretary directed ZCL to take over the running of the Zambian shed.
The Committee was further informed that Management had corresponded with the Director
General of Tanzania Ports Authority (TPA) on 16™ January, 2025 requesting facilitation of
the smooth takeover of the existing shed at Mtwara Port by ZCL with effect from 1% March
2025. A search into the ownership details of the said shed was also underway as the land in
question fell within the Mtwara Port Harbour. Management had been following up with the
Tanzania Ports Authority.

Committee’s Observation and Recommendation

The Committee urges the Controlling Officer to implement measures to protect ZCL's assets
and prevent future losses, and will await a progress report on the matter.
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ii. Failure to Account for Property — Nakonde Dry Port Land

The Controlling Officer explained that Management did not have any title documents or
any records available for the 250,000 square meters of land in Nakonde which was supposed
to be accounted for in the books of ZCL. The Committee was further informed that in 2011,
Nakonde District Council allocated 250,000 square meters of land to ZCL (then MOFED)
following the recommendation of the Ministry of Local Government and Cabinet Office. In
2014, ZCL’s land in Nakonde was then allocated to another company by the Council and
advised to apply for another piece of land on 16™ September, 2014. However, as at 31
August, 2017, the land had not been issued.

In 2019, Management was directed by the Public Accounts Committee to lodge a complaint
with the Lands Tribunal in Lusaka regarding the Nakonde land. However, the Company
lawyers then, Messrs Eric Silwamba advised the Company to withdrawal the case as it was
weak and had potential to expose the organisation to further losses.

The Committee was further informed that the matter was reported to the Anti-Corruption
Commission (ACC) and documentation availed to them. Given that the issue was being
handled by the ACC, it was Management’s view that the matter was in the hands of a
competent authority. However, Management wrote to the ACC in January, 2025 requesting
an update on the status of this case. Management had not yet received any feedback from
ACC.

Committee’s Observations and Recommendations

The Committee observes, with concern, the inadequate attention the matter was receiving
and the slow progress made towards resolving it. In this regard, the Committee urges the
Controlling Officer to expedite the process and follow up with the ACC. The Committee
will await a progress report on the matter.

iii. Concessional Agreement — Walvis Bay Port
The Controlling Officer explained that the ZCL was never part of the mentioned concession
agreement, nor did it have any responsibilities assigned to it by the then Ministry of
Communications and Transport.

The Controlling Officer, Ministry of Transport and Logistics, further informed the
Committee as highlighted below.

e In 2007, the Government of Zambia and the Government of Namibia signed a
Memorandum of Understanding (MoU) in which Zambia was given land measuring
30,410 square metres in Walvis Bay, Namibia.

e In 2009, the Government of Zambia and the Africa Union Financial Services (AUFS)
signed an MoU granting AUFS the mandate to build, operate and transfer the dry
port on behalf of the Zambian Government for a period of 25 years.

e In 2009, the Namibian Ports Authority (NAMPORT) and AUFS signed a Lease
Agreement for the operations of AUFS at the port facility.
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In 2013, AUFS engaged the Africa Union Cargo (AUC), its subsidiary company, to
operate the dry port without notifying NAMPORT or the Ministry responsible for
Transport in Zambia.

Despite signing the MoU with the Government in 2009, AUFS only started paying
retainer fees through the AUC in 2015, after the Zambia High Commission compelled
the company to do so. From 2015 to 2020, the annual retainer fees paid by the
company amounted to N$1,851,838.13, equivalent to US$127,712.96 as 2 per cent of
its total earnings N$90,740,068.57 which was equivalent to US$6,257,935.76 for the
said period. However, the revenues were not determined by an independent auditor.

PERIOD ANNUAL TURNOVER 2 PER CENT RETAINER | COMMENT
FEESPAID/PAYABLE
2012-2015 N$423,990.23 Paid
2016 $15,124,472.00 N$302,489.44 Paid
2017 N$11,458,049.00 N$229,160.98 Paid
2018 N$14,488,827.00 N$289,776.54 Paid
2019 N$361,145.74 Paid
2020 N$12,263,760.00 N$245,275.20 Paid

AUC and AUFS tried to annex land from the original piece of land offered to the
Zambian Government by assigning this land to one of their companies called
Harvard Corporation Rescue Services (Pty) Ltd. This caused NAMPORT
authorities to inform the Zambian Authorities through the High Commissioner’s
Office of the impeding process of approving an Assignment Agreement between
Harvard Corporate Rescue Services (Pty) Ltd, acting on behalf of AUFS, which
had been placed in liquidation.

Due to the above and the failures of the concessionaire to undertake their
responsibilities, the Ministry sought Cabinet approval to terminate the
concession. Cabinet, at its 25" Meeting held on 31% October, 2022 granted
approval

The Committee was informed that after the takeover, the Ministry of Transport and
Logistics notified NAMPORT that AUFS was removed and replaced with ZCL which was
a state-owned enterprise in Zambia. After the Zambian Government seized the asset in
2023, ZCL took over operations and management of the facility. The Ministry signed an
MoU with ZCL. Additionally, a lease agreement was signed between ZCL and
NAMPORT.

Committee’s Observations and Recommendations

The Committee observes, with concern, the revenue loss due to the concessionaire’s failure
to meet obligations under the concession agreement for the Walvis Bay Port. The
Committee urges the Controlling Officer to ensure that the concessionaire, adheres to its
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contractual obligations, specifically regarding the development and utilisation of the dry
port. The Committee will await a progress report on the matter.

iv. Irregularities Before the Take-over by Zambia Cargo Logistics Company
The Controlling Officer submitted that the responsibilities set out in the MoU were to be
implemented by the Ministry of Transport and Logistics and the Ministry of Justice. The
successful implementation of all the items would contribute positively to the operations of
the ZCL. The Management would continue monitoring progress on these matters.

On why the Government paid the debt owed to NAMPORT by the concessionaire, the
Controlling Officer, Ministry of Transport and Logistics explained that the Government
opted to settle the outstanding debt in order to:

(1) maintain cordial relations with the Namibian Government and ensure the
Zambian Government did not lose the land; and
(11) ensure that the takeover of the port facility by ZCL was operationalised.

The Committee was further informed that the Ministry of Transport and Logistics had
engaged the Secretary to the Treasury on the settlement of the debt. In this regard, the
Government would still settle the balance of US$54,043.95 through the 2025 budget in
which K30 million had been allocated to develop the Walvis Bay facility. The Ministry had
requested the Ministry of Finance and National Planning to frontload these funds so that
the funding release should be in the first or second quarter of 2025.

The Committee was informed that the Government intended to recover the
US$1,478,363.99 which was paid in 2024 and the US$54,043.95 from AUFS/AUC. The
Government had requested the Ministry of Justice to commence the debt collection
proceedings against AUFS/AUC. The Ministry of Justice had prepared the demand letter
and was awaiting feedback from the Ministry of Foreign Affairs and International
Cooperation to assist in serving the demand letter.

Committee’s Observations and Recommendations

The Committee is concerned about the irregularities committed before take over by ZCL
and urges the Ministry of Transport and Logistics to ensure that it monitors ZCL's
Management of the Walvis Bay Dry Port, including infrastructure development, operational
efficiency, cost-effectiveness, and adherence to international trade regulations. The
Committee also urges the Ministry to focus on ensuring the port has capacity to handle the
increasing volume of Zambian imports and exports. The Committee will await a progress
report on the matter.

v. Net Loss as A Result of Liquidating Utility Bills on Behalf of African Union
Financial Services
The Controlling Officer informed the Committee that the amount owed by African Union
Financial Services to Namibia Port Authority totalling US$1,636,301.40 was as at August,
2024 settled by the Ministry of Transport and Logistics who had paid a total of
US$1,582,257.42, leaving a balance of US$54,043.95.
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In this regard, a review of concession income against the utility bills paid on behalf of
African Union Financial Services cost the Government US$1,478,363.99. The Committee
was further informed that the amount owed to Namport was settled by the Ministry of
Transport and Logistics and not by ZCL and therefore, the loss of US$1.4 million was not
incurred by ZCL and was reflected in the books of the Ministry of Transport and Logistics.

Committee’s Observations and Recommendations

The Committee expresses concern about the possible recoverability of funds used to pay
bills for the African Union Financial Services. Therefore, the Committee urges the
Controlling Officer, Ministry of Transport and Logistics to take ownership and act to ensure
the matter is resolved. The Committee will await a progress report on this issue.

3.15 ZAMBIA TELECOMMUNICATIONS CORPORATION LIMITED

Audit Findings

An examination of accounting and other records for the Financial Year ended 31*
December, 2023 revealed the following irregularities to which the Controlling Officer
submitted as highlighted below.

a. Annual Performance

i. Budget and Income - K1,294,189,000.
The Controlling Officer explained that Zambia Telecommunications Corporation Limited
(ZAMTEL) had set a cumulative income budget of K4,035,789,000 for the financial years
ending 31* December 2021, 2022, and 2023. However, only K2,741,600,000 in income was
realised during the period, resulting in a negative variance of K1,294,189,000.

Committee’s Observations and Recommendations

The Committee observes, with concern, the negative variance of K1,294,189,000 the
Company had generated. In this regard, the Committee urges Controlling Officer to ensure
that Management strictly adheres to project timelines for the network modernisation
project. The Committee further urges the Controlling Officer to consider leveraging
strategic partnerships with both public and private stakeholders to accelerate digital
infrastructure rollout, especially for the 5G expansion. The Committee will await a progress
report on the matter.

ii. Failure to Increase Market Share
The Controlling Officer informed the Committee that similar to finding 1, the budgeted
market share was based on the upgraded network from the predominantly 2G to 4G. As
previously explained, this did not take off as the Company could not secure financing for
the upgrade. This made it difficult to grow the market share as customers preferred fast and
stable data speeds that could not be offered using the predominantly 2G network. This was
in contrast to almost 100 per cent 4G technology offered by the competitor networks.
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The Committee was further informed that ZAMTEL had embarked on a network
modernisation project to upgrade the network from 2G to 4G using an equipment
manufacturer-financed model. The project scope involved upgrading 1200 sites to 4G
technology, and 100 sites to 5G technology. This would ensure an improved customer
experience in this extensive data-driven consumer demand age. Once the network
modernisation project was completed, ZAMTEL would be able to compete with other
sector players and was projected to grow its market share significantly in line with the
commitments in the ZAMTEL 2025 to 2029 Strategic Plan.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that ZAMTEL’s market share
projections and strategic targets are grounded in realistic assessments of its technological
readiness and network capacity. The Committee further urges the Controlling Officer to
prioritise the 4G and 5G network upgrades in high-density urban and peri-urban areas
where demand for data services is highest, in order to quickly improve market
competitiveness and regain customer confidence. The Committee will await a progress
report on the matter.

b. Information and Communication Technology Systems

1. Failure to Upgrade to 5G Network
The Controlling Officer explained that the deployment of 100 5G sites, as part of
ZAMTEL'’s network modernisation project, was contingent upon the Company’s ability to
secure financing. Unfortunately, the required funds were not secured, thereby delaying the
full rollout of the 5G upgrade.

Despite this setback, ZAMTEL successfully deployed a trial 5G site at ZAMTEL Park in
the third quarter of 2024. This pilot installation served as a precursor and proof-of-concept
for the broader 5G rollout planned for 2025, which is included in the ongoing
modernisation contract. The Committee noted that access to 5G technology was essential
for ZAMTEL to remain relevant in an increasingly data-intensive telecommunications
environment and to achieve its strategic objectives under the ZAMTEL 2025-2029 Strategic
Plan.

Committee’s Observations and Recommendations

The Committee strongly urges the Government and the IDC, as shareholder, to actively
support ZAMTEL in mobilising the necessary financing to implement the planned 5G
network rollout in 2025 as this is the only way ZAMTEL will be able to achieve its strategic
objectives under the ZAMTEL 2025-2029 Strategic Plan. The Committee further urges the
Controlling Officer to maximise use of trial deployment of the existing 5G trial site at
ZAMTEL Park for testing, customer feedback, and network optimisation in preparation for
full deployment. The Committee will await a progress report on the matter.

ii. Weaknesses in Management of Oracle Database

¢ Failure to Apply Patches to the Online Charging System Database
The Controlling Officer submitted that the Online Charging System (OCS) was an
important and delicate system used by ZAMTEL to perform real-time billing for all calls,
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data services, and other telecommunications products. Given its central role in ZAMTEL’s
operations, the system was a key component in the Company’s going concern status,
requiring near-zero downtime.

The Committee learnt that the OCS was a proprietary system operating on a specific
database version. Although database security patches were available, the system vendor
advised against applying them at this stage, warning that the patches could destabilise the
OCS by affecting configurations, integrations, and core functionality. The vendor was
conducting further research to determine how the OCS could be safely migrated to a
patched and updated database version without compromising functionality. The outcome of
this analysis was expected by the end of the second quarter of 2025.

As an interim measure, ZAMTEL had implemented compensating controls to safeguard the
system. These included:

e strict access controls to the OCS database;

o enforcement of strong passwords;

o review and restriction of database permissions; and
e deactivation of unused accounts.

These measures were intended to mitigate risks while maintaining system stability pending a
permanent solution.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that ZAMTEL continues to work
closely with the OCS vendor and ensure that the migration strategy to a patched and secure
database is finalised and implemented once compatibility is confirmed. The Committee
further urges the Controlling Officer to develop a detailed risk mitigation and continuity
plan specific to the OCS, addressing potential scenarios such as system failure, cyber threats
or data breaches during the interim period of unpatched operation. The Committee resolves
to await a progress report on the matter.

e Failure to Activate Logs and Enable Audit Trail on the Database
The Controlling Officer informed the Committee that the decision not to activate audit logs
was made in response to degraded system performance experienced when the logs were
activated on the application. This was on account of the lack of a Database Activity
Monitoring (DAM) tool to monitor the logs away from the system. A budget had been
allocated to procure DAM tool in 2025. This tool would enable the logging of database
activities without impacting system performance.

The Committee was further informed that to mitigate the current risks, ZAMTEL had
employed Role-Based Access Control (RBAC) to ensure accountability in the event of any
incidents. Additionally, the security team conducted monthly access rights reviews to
confirm that only authorised individuals could access the system. Furthermore, the Revenue
Assurance and Fraud Management team performed daily audits and reconciliations to
maintain data integrity and ensure the proper functionality of the OCS.
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Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to expedite the procurement of a Database
Activity Monitoring Tool as budgeted for in 2025. Furthermore, the Committee
recommends that ZAMTEL should develop a formal policy outlining the conditions under
which logging may be temporarily disabled, accompanied by requisite risk mitigation
measures and notification procedures to Management. The Committee resolves to await an
update on the matter.

c. Financial Analysis

1. Statement of Comprehensive Income

e Recurring Losses
The Controlling Officer explained that ZAMTEL had projected to grow revenue
exponentially premised on upgrading the network from predominantly 2G to 4G to address
the shifted customer primary preference for fast internet and data services. The upgrade
could not materialise, as ZAMTEL could not secure financing. Further, the loss position
was exacerbated by ZAMTEL’s responsibility of managing the 444 loss-making sites that
the Government deployed in areas that were not commercially viable. The 444 sites were
deployed to bridge the telecommunication divide in unserved and underserved areas,
irrespective of their commercial viability.

The Committee was further informed that in 2023, ZAMTEL embarked on an aggressive
turnaround strategy that had significantly improved the Company’s position. The strategy
had seen several initiatives implemented, culminating in the Company projecting a net profit
of around K1.5 billion for the financial year ending 31* December, 2024. This was the first
time the Company reported a profit since 2006. To sustain the profit story, ZAMTEL had
continued implementing aggressive and forward-looking strategies. As an example,
ZAMTEL had embarked on a network modernisation project to upgrade the network from
2G to 4G using an equipment manufacturer-financed model. The project scope involved
upgrading 1200 sites to 4G technology, and 100 sites to 5G technology. The equipment for
the first 163 was delivered in April, 2025 and installation commenced on 6™ May, 2025. The
Committee learnt that seventy sites had been successfully installed and works were
continuing. The Committee was informed that once the network upgrade was completed,
ZAMTEL's revenue was projected to grow exponentially, given that the Company would be
able to provide customer-preferred fast internet and data products and services.

Furthermore, ZAMTEL engaged the Government, through the Secretary to the Treasury,
over the costs that the Company incurred in managing the 444 loss-making sites from 2019 to
2023. A total of K1.2 billion was agreed upon between the Government and ZAMTEL, and
this had since been refunded to ZAMTEL. The 444 loss-making sites were being transferred
to ZICTA to be managed under the Universal Access Fund. Once these measures were fully
implemented, the Company was projected to sustain its profitability position.

Committee’s Observations and Recommendations

The Committee recommends that ZAMTEL, in collaboration with the IDC and the
equipment vendor, should ensure the timely delivery and deployment of the 4G and 5G
sites to avoid delays that may compromise projected revenue growth. The Committee urges
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the Controlling Officer to expedite and legally formalise the transfer of the 444 sites to
ZICTA to relieve ZAMTEL of further operational and financial responsibility. The
Committee will await a progress report on the matter.

¢ Failure to Achieve Revenue Target
The Committee was informed that ZAMTEL’s failure to achieve budgeted revenues for the
years 2021 to 2023 was primarily due to its poor technology mix, with the majority of its
sites operating on 2G technology. This limited the Company’s ability to meet shifting
consumer preferences, which had increasingly gravitated toward high-speed data services,
typically supported by 4G and 5G networks.

The Committee was further informed that although revenue projections for 2021 to 2023
were premised on a 4G network upgrade, the project did not proceed due to the failure to
secure financing. Therefore, out of the 1,674 sites owned by ZAMTEL, only 631 sites (38
per cent) were upgraded to 4G, and in contrast, competitor networks had nearly 100 per
cent 4G coverage, giving them a significant competitive edge in the market.

The Committee learnt that in 2023, ZAMTEL had embarked on a network modernisation
project, using an equipment manufacturer-financed model. The scope of this project
included upgrading 1,200 sites from 2G to 4G, and upgrading 100 sites to 5G. The
Committee was informed that manufacturing of equipment for the first 163 sites had
commenced. Installation commenced on 6™ May, 2025. So far, seventy sites had been
successfully installed and works had continued. Financing for phase one to the tune of
US$10 million had also been acquired to enable the Corporation complete all the boo sites
earmarked for this phase., The Committee heard that upon completion, the upgrade would
allow ZAMTEL to compete effectively with other sector players and generate sufficient
revenue to meet its financial obligations.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to prioritise the timely completion of the 4G
and 5G rollout to regain market competitiveness and enhance service delivery. The
Committee further instructs the IDC and the Ministry of Technology and Science to
strengthen oversight and provide necessary support to ZAMTEL in securing vendor-
financed infrastructure upgrades and resolve regulatory challenges that may delay
implementation. The Committee will await a progress report on the matter.

e Gross Profit Margin
The Controlling Officer explained that the failure to meet the Gross Profit Margin target
was due to ZAMTEL's failure to generate sufficient revenues relative to the fixed cost of
sales. This was mainly caused by the delayed implementation of the network upgrade, as
the Company could not secure the planned financing. In addition, the depreciation of the
Kwacha against the US Dollar impacted the cost of sales of the dollar-denominated costs,
such as the cost of internet, handsets, SIM cards, and scratch cards.

114



The Committee was further informed that ZAMTEL had embarked on initiatives aimed at
driving the cost of sales down. As an example, ZAMTEL had renegotiated the cost of
leased fiber capacity from K2,313,027.92 to K1,452,580.92 per month, representing a 37
per cent reduction in cost of leased fiber that was part of cost of sales. Further, the
Company continued to reduce exposure to foreign currency fluctuations by procuring most
of its goods and services that went into the cost of sales, in kwacha. The Company was
further using framework agreements to lock in prices and manage cost escalation risks for
cost of goods.

As a result of the above initiatives, ZAMTEL recorded a Gross Profit Margin of 63 per cent
against the target of 60 per cent agreed in the Performance Management Contract (PMC)
with the IDC for the financial year ended 31* December 2024. The planned manufacturer-
financed upgrade of the network from 2G to 4G was projected to translate in a phenomenal
increase in ZAMTEL revenue when compared to cost of sales. This was on account of the
projected increase in customer spend over data based products and services that would
come with the upgraded network. This would significantly contribute to positively
influencing the Gross Profit Margin agreed with the IDC in PMCs.

Committee’s Observations and Recommendations

The Committee notes ZAMTEL’s failure to meet the Gross Profit Margin target due to
delayed network upgrade and foreign exchange-driven cost increases and urges the
Company to prioritise and expedite the planned 2G to 4G network upgrade. The
Committee further directs the IDC to review and align ZAMTEL’s future PMC targets with
the timelines of strategic investments and will await a progress report on the matter.

¢ Failure to Achieve Set Net Profit/Loss Margin
The Controlling Officer submitted that the failure to meet the set Net Profit Margin was
largely due to the failure to upgrade the network from 2G to 4G to enable the Company to
generate sufficient revenue to cover costs that were largely fixed in nature. In addition,
ZAMTEL incurred significant costs managing 444 loss-making sites deployed in areas that
were not commercially viable, but supported the Government’s agenda of taking
telecommunication services to unserved and underserved locations.

Further, ZAMTEL operated in a capital-intensive industry with significant foreign
currency-denominated suppliers. Consequently, the legacy foreign currency (FX) liabilities
led to significant FX losses, resulting in negative performance in the financial years 2022
and 2023. K249 million exchange losses were recorded in 2023 compared to K112.9 million
in 2022.

Furthermore, the Committee was informed that ZAMTEL engaged the Government,
through the Secretary to the Treasury, over the costs that the Company incurred in
managing the 444 social sites from 2020 to 2023. A total K1.2 billion claim was agreed
upon, and the MoFNP had since refunded ZAMTEL.

The Committee learnt that ZICTA would take over the 444 sites and they would be
managed under the Universal Access Fund. The Foreign Currency (FX) losses had been
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contained as Government-Guaranteed FX-denominated loans amounting to US$22 million
had been recalled by the Government and converted to Kwacha. These were carried as debt
to the Zambian Government at an exchange rate of K14.51/US$. The dollar-denominated
liability had since been reduced to US$48 million from US$D70 million, significantly
mitigating the exposure to FX losses. As earlier explained, 1,200 sites were being upgraded
from 2G to 4G, and 1005G sites would also be deployed in 2025. This was projected to
increase revenue arising from fast speed internet and data services that would come with the
upgrade.

Committee’s Observations and Recommendations

The Committee observes, with concern, ZAMTEL'’s failure to meet the Net Profit Margin
targets due to persistent financial constraints and unviable site operations. In this regard, the
Committee urges the Controlling Officer and the Ministry of Technology and Science to
expedite and formalise the transfer of all 444 non-commercial sites to the Universal Access
Fund under ZICTA. The Committee directs the Controlling Officer to reinvest the K1.2
billion refunded to ZAMTEL in commercially viable projects and will await a progress
report on the matter.

e Administrative Expenses as a Percentage of Revenue

The Committee was informed that the failure to meet the set targets for administrative and
staff costs, as a percentage of revenue was occasioned by the delayed implementation of the
network upgrade due to unavailability of funds, resulting in the failure to generate sufficient
revenue to meet the set administrative and staff costs targets. The Committee was further
informed that in July, 2023, ZAMTEL implemented a turnaround plan to improve the
business outlook and performance. Several initiatives were undertaken, including growing
revenue, rationalising the asset portfolio; addressing debt; and changing the work culture.
As a result of these initiatives, ZAMTEL continued to improve its overall performance and
posted an 11 per cent ratio of administrative cost as a percentage of revenue, against a target
of 12 per cent agreed with the IDC in the 2024 PMC. This was a significant improvement
compared to the 22 per cent recorded in the financial year ending 31* December, 2023
against the target of 10 per cent.

In the year ending 31* December, 2024, ZAMTEL recorded 15 per cent staff costs as a
percentage of revenue against the target of 13 per cent, an improvement from the 19 per
cent reported in the year ending 31% December, 2023 against the target of 12 per cent. The
Company continued undertaking various initiatives to contain costs while growing revenue.
As previously explained, the plan to upgrade 1,200 sites from 2G to 4G and deploy 100 5G
sites in 2025 was projected to translate into significant growth in revenue that would further
enable the Company to remain within the agreed administrative and staff costs targets
when compared to revenue.

Committee’s Observations and Recommendations

The Committee commends ZAMTEL for the 2023 turnaround plan and directs the IDC to
continue monitoring the implementation to ensure momentum is maintained. The
Committee further urges the IDC to expedite the rollout of the 4G and 5G upgrades, as
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these are critical to expanding service capacity, improving competitiveness, and unlocking
new revenue streams. The Committee will await a progress report on the matter.

e Liquidity - Current Ratio
The Controlling Officer submitted that the failure to meet the current ratio target was due to
the movement of overdue long-term debt (Government guaranteed loans) to short-term debt
(within 1 year) which consequently affected the current ratio. This was done as per
International Accounting Standards One (IAS 1) provisions. Additionally, implementing
the International Financial Reporting Standard (IFRS) 9-Financial Instruments in 2019
increased provision for bad debt, consequently deteriorating the current ratio.

The Committee was informed that the Company had further been affected by the redundant
2G network. This had made it difficult for ZAMTEL to optimise revenue from the current
investment, given the shifting customer demands, from voice and text supported using 2G
in preference for fast and stable internet and data services using 4G technology. The
Controlling Officer further submitted that to improve business and financial performance,
which would improve the current ratio, ZAMTEL implemented the initiatives outlined
below.

e A short-term turnaround strategy was developed to improve overall business
performance, particularly revenue growth. This initiative positively impacted the
current asset base position due to improved liquidity. In addition, the Business had
correspondingly contained its current liabilities and this had contributed to an
improvement in the current asset ratio.

e The KI1.2 billion refund from the MoFNP for costs that ZAMTEL incurred
maintaining the 444 Government social sites was utilised to liquidate tax liability
with the ZRA. This significantly reduced the current liability position and
consequently contributed to the improvement in ZAMTEL'’s current ratio.

e In addition, ZAMTEL, through engagement with the MoFNP and Ministry of
Technology and Science, payment of US$5.69 million to Huawei for the settlement
of part of the legacy debt that was overdue and included in short term liability and
had negatively been impacting the current ratio.

e ZAMTEL engaged the MoFNP over the US$14 million that the Company owed
ZTE and guaranteed by the Government. This was recalled in November, 2024
resulting in a reduction of K204 million in current liabilities.

The measures led to ZAMTEL achieving a current ratio of 0.439 from 0.08 reported in 2023.
While this was still below the target, the Committee would agree that it was a significant
improvement from previous years. The network modernisation project, scheduled to
commence in the first quarter of 2025, would significantly drive revenue growth, which would,
in turn, improve liquidity and, consequently, the current ratio.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure timely implementation of the 4G
and 5G network upgrade in 2025 and to submit quarterly progress updates to the IDC on
the rollout and performance impact. The Controlling Officer is further urged to enhance
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liquidity through diversified revenue streams. The Committee directs the IDC to support
ZAMTEL in exploring public-private partnerships (PPPs) and strategic alliances to unlock
capital and grow revenue sustainably. The Committee will await a progress report on the
matter.

e Gearing - Debt Equity Ratio
The Controlling Officer submitted that high gearing ratio resulted from liquidity constraints
arising from the failure to generate sufficient revenues from the predominantly 2G network

to liquidate liabilities as they fell due.

1. ZAMTEL had implemented various measures aimed at turning around the business. The
measures had resulted in significant improvement in gearing. The gearing closed at +29 per
cent at the end of 2024 when compared to -253 per cent reported at the end of 2023. This
positive gearing was attributed to the following:

the K1.2 billion refund received from the Government for the costs the Company
incurred managing the social sites significantly improved ZAMTEL'’s equity position.
The refund was used to settle in full the Company’s tax liabilities with the ZRA;

the US$14 million ZTE government-guaranteed loan was recalled in November, 2024
resulting in a reduction of K203 million in ZAMTEL’s debt position;

the K14,310,320.85 IDC Shareholder loan was liquidated in December, 2024 further
reducing ZAMTEL'’s debt position;

through the Asset rationalisation pillar of the Turn Around Strategy that was
implemented in July, 2023 ZAMTEL disposed some of its excess assets that included;
ZAMTEL House, Kafue exchange, Roma exchange and Chelstone exchange to
Infratel for K162 million. The proceeds from the sale of the properties were used to
liquidate a substantial part of ZAMTEL's debt to Infratel, and part of the funds were
used to complete the renovation of Lamya House, which was now being used as the
new ZAMTEL Head Office. The Company would continue to pursue such initiative to
rebalance its books; and

ZAMTEL’s equity position improved from -K1.9 billion in 2023 to +367 million
mainly on account of the profit of K1.5 billion reported in the year ended 31%
December, 2024. In addition, the re-valuation of similar class assets that was done in
order to comply with IFRS-16 following the valuation of the 444 GRZ sites prior to
transfer to ZICTA recorded a revaluation gain of K337 million. This improved equity
position led to a favourable gearing ratio.

2. Further, the planned network upgrade commencing in the first quarter of 2025 was
expected to improve revenue and overall business profitability, enabling ZAMTEL to
generate sufficient cash inflows to address the long outstanding debt.

The Committee learnt that a high gearing ratio was not unusual in the Telecommunication
industry, given its capital-intensive nature owing to rapid technological changes and the need
to keep pace with advancements. For example, 5G network was already a necessity and the
direction that ZAMTEL was taking. As such, most of the huge capital investments were
financed through debt.
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Committee’s Observations and Recommendations

The Committee notes the response and urges the Controlling Officer to develop and
implement a medium-term capital structure strategy aimed at sustaining the improved
gearing ratio. The Committee further urges the Controlling Officer to ensure that
Management avoids accumulating new debt and awaits a progress report on the matter.

d. Compliance with Legislation/Regulations - Procurement Matters
i. Failure to Settle Obligations

The Controlling Officer explained that the failure to settle obligations was due to lack of
sufficient cash inflows occasioned by the delayed implementation of the network upgrade
and the responsibility of managing the 444 loss-making sites that the Government deployed
in areas that were not commercially viable. The Committee was further informed that
ZAMTEL had embarked on an aggressive transformation process that had seen the
Company address a number of significant obligations. As an example, in 2024, a K1.2
billion refund was received by ZAMTEL from the Ministry of Finance and National
Planning for costs that ZAMTEL incurred maintaining the 444 Government social site.
This was utilised to liquidate the entire tax liability that ZAMTEL owed the ZRA and
accumulated in a period of over 10 years. As such, the K992 million tax liability that the
Auditor General reported has since been extinguished in full and does not exist anymore.

Additionally, through the asset rationalisation pillar of the Turn Around Strategy that was
implemented in July, 2023, ZAMTEL disposed some of its excess assets. The Committee
was informed that as a long term and sustainable solution, the Company had embarked on a
network modernisation project to upgrade the network from 2G to 4G using an equipment
manufacturer-financed model. The project scope involved upgrading 1200 sites to 4G
technology, and 100 sites to 5G technology. The contract with the manufacturer had since
been signed, and equipment for the first 163 sites was being manufactured and scheduled to
be delivered within 2025. Further, the transfer of 444 sites to ZICTA would result in
ZAMTEL saving costs associated with managing the loss making sites.

Committee’s Observations and Recommendations

The Committee appreciates the progress made by ZAMTEL in addressing long-standing
financial obligations, particularly the complete liquidation of a K992 million tax liability
and the reduction of other debts through asset rationalisation. However, the Committee
urges the Controlling Officer to ensure compliance with all future tax obligations to avoid
re-accumulating liabilities and to submit quarterly reports to the IDC on tax compliance
and obligations settlement. The Committee resolves to close the matter, subject to audit
verification.

ii. Debtors Management
The Controlling Officer submitted that the failure to meet the Receivables Days Target
agreed with the IDC in the PMC was mainly due to predominant manual systems used to
manage the end-to-end management process of postpaid customers. The manual process of
managing over 76,000 postpaid customers resulted in failure to meet the receivables days
target. The Committee was further informed that ZAMTEL had embarked on initiatives to
automate the end-of-end process for management of postpaid customers. The initiatives
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were aimed at minimising the human involvement in the customer management process
from onboarding, service activation, billing, payment, and termination. The following were
ZAMTEL'’s key initiatives:

1. Customer Self-Care Portal — in the second quarter of 2024, ZAMTEL developed and
implemented an in-house solution, the Customer Self-Care Portal, to enhance customer
relationship management. The Customer Self-Care Portal allowed ZAMTEL postpaid
customers to:

view and download invoices

view account statements

Settlement of bills

Attachment of Proof of Payment (PoP)
Updating of KYC details

e Submit and track complaints

2. Link Billing Solution—- ZAMTEL was in the process of implementing the Link-Billing
Solution for enterprise postpaid services. The Link-Billing Solution would automatically

effect and cancel billing upon service provisioning and termination, respectively.

3. Automation of the Dunning Process — ZAMTEL was in the process of automating the
dunning process. The dunning process involved the termination of service once a
customer’s debt exceeds their pre-determined credit limit. The automated termination of
service was expected to prompt the customer to settle the debt using the available payment

channels.

4. Debt Recovery Framework —ZAMTEL had developed a debt recovery framework to
provide a structured, comprehensive and efficient approach to manage the collection of
outstanding customer debt. The framework established clear processes to deal with both

the current and future debt.

5. ZAMTEL had since restructured the commercial function, and enterprise and other high-
value post paid customers were being managed by a dedicated Directorate with specialised

team of staff.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that Management prioritises the
complete automation of all processes in the postpaid customer management lifecycle. The
Controlling Officer is further urged to monitor and optimise use of the Customer Self-Care

Portal. The Committee will await a progress report on the matter.
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3.16 ZAMBIA POSTAL SERVICES CORPORATION

3.16.1 Audit Findings

An examination of accounting and other records for the Financial Years ended 31* March,
2023 and 2024 maintained at the Corporation Headquarters and subsidiary companies
including site visits to three selected Postal Areas in five districts conducted in September,

2024 revealed the following irregularities to which the Controlling Officer responded as
highlighted below.

a. Budget and Income

i. Poor Budget Performance from Revenue Streams

o Post Box Rentals
The Controlling Officer explained that the utilisation of post box rentals was in decline due
to the advancements in technology. As of the reporting period, collections from post box
rental debtors, including government entities, fell below expectations, resulting in the
negative variance.

As a corrective measure, the Committee was informed that the Corporation was actively
engaging post box rental clients to secure payments. It had also introduced life insurance
component as an incentive for new subscriptions.

The Committee was further informed that ZAMPOST was implementing SMART boxes
on a pilot basis to provide a modern, secure and digital service to act as an alternative to the
traditional post boxes. The service would allow customers to receive packages anytime
thereby enhancing convenience and reducing the risk of losing or delaying mail. For the
public, SMART boxes eliminated the need for frequent post office visits, offering daily
access including SMS notifications for easy retrieval. The Controlling Officer informed the
Committee that the Corporation would benefit from increased revenue streams, reduced
operational costs, and improved efficiency in mail distribution.

In addition, SMART boxes would position ZAMPOST as a forward-looking service
provider, adapting to e-commerce growth and the evolving needs of modern customers.
Furthermore, to strengthen the revenue base which was in decline as a result of reduced
uptake of post box and other traditional post office services, the Corporation had invested in
logistics such as the purchase of ten electric bikes. The Committee was informed that the
Express Mail Service (EMS) revenue was on the rise. To further enhance this service, the
Corporation had signed an agreement with an investor for the deployment of an e-
commerce platform which would increase the last mail delivery income along other revenue
streams on the platform such as merchant subscription and platform advertising revenue.

o Rental Income
The Controlling Officer explained that the Corporation had been experiencing low
occupancy rates. The occupancy rates averaged between 50 per cent and 55 per cent,
primarily due to dilapidated infrastructure. Management had entered into agreements with
tenants willing to rehabilitate rental spaces, with the cost of renovations being recovered
through rental payments. Management was also pursuing Public-Private Partnership (PPP)
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models for the redevelopment of key properties. The properties earmarked for
redevelopment included Lusaka Main; Woodlands; Kitwe; Ndola; and Zambezi.

o Electronic Government Service Bus
The Controlling Officer explained that at the time of budgeting, ZAMPOST did not
appreciate the need for a separate Memorandum of Understanding (MoU) with the
MoFNP. This was despite ZAMPOST having a Service Level Agreement (SLA) with a
service fee structure for all services on the Government Service Bus (GSB), with the
SMART Zambia Institute.

Following the guidance from the Board of Directors, the Corporation had adopted a
conservative approach by suspending this revenue stream from the subsequent budgets until
the MoU with the MoFNP was in place. However, the Corporation continued to engage
the relevant authorities to expedite the resolution of this matter.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to accelerate the rollout of SMART boxes and
e-commerce platforms to modernise services at ZAMPOST. The Committee further urges
the Controlling Officer to finalise Public-Private Partnership (PPP) agreements for property
redevelopment to boost rental income. Furthermore, the Controlling Officer is urged to
expedite the process of engaging the MoFNP. The Committee will await a progress report.

b. Weaknesses in Information Technology Systems and Other Internal Controls

i. Lack of Information and Communication Technology Strategic Plan
The Controlling Officer admitted the lapse on the part of Management and informed the
Committee that the draft ICT Strategic Plan was in place awaiting Board approval.

Committee’s Observations and Recommendations
The Committee urges the Controlling Officer to expedite the Board approval of the ICT
Strategic Plan. The Committee will await a progress report on the matter.

ii. Lack of Integrated ICT Systems/Applications
The Controlling Officer explained that due to the nature of the business, certain third-party
systems had to operate independently and could not be integrated. These systems were used
for strategic partnerships. From the ten systems highlighted, the following were third party
systems which could not be integrated:

e motor vehicle insurance system owned by Professional Insurance Corporation
Zambia (PICZ).

e the Customs Declaration System (CDS) owned by the Universal Postal Union
(UPU)

e car sales and clearing owned by Rashmita Information System which was no longer
in use because of the suspension of the partnership.

e the website was used for information for public consumption.
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As a corrective measure, the risk of financial misstatement was managed by invoicing for
the commissions from system generated schedules thus having the assurance of correct

revenue. Prior to payment of commissions, a joint reconciliation was signed off between the
third parties and ZAMPOST.

Further, Management was taking a systematic approach to system integration to maintain
data integrity. This process began with the acquisition of a new accounting system, Sage
300, in mid-2023. Following the upgrade of the postal management system, Netsmart,
integration between Sage 300 and Netsmart had been successfully completed. By 31*
December, 2025 the post box rental and property rental systems would also be fully
managed through Netsmart. As for the ZAMPOST invoicing, this was being done from
Sage 300.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to expedite the transition to full management
of both post box and property rentals system through Netsmart. The Committee resolves to
await a progress report.

c. Financial Statements Analysis — Lack of Audited Financial Statements

The Controlling Officer informed the Committee that the scope of the auditors, Mark
Daniels was extended to cover the financial years 2023 to 2025. Thus, the Corporation and
the external auditors had a valid contract. The Committee was further informed that
audited financial statements for the years ending 31* March, 2019 to 31* March, 2022 had
been submitted to the Finance and Audit Committee and were pending approval by the
Board.

Furthermore, to ensure the Corporation became fully up to date with its financial reporting,
the contract for the external auditors, Mark Daniels, had been extended to cover the
financial years 2023 to 2025. The audit for this period was scheduled to commence
immediately after the current financial statements were approved by the Board during the
month of April, 2025.

Committee’s Observations and Recommendations
The Committee urges the Controlling Officer to ensure timely submission of audited
financial statements to restore credibility and will await a progress report on the matter.

d. Human Resource and Personnel Related Matters

i. Failure to Settle Outstanding Terminal Benefits to Retirees
The Controlling Officer explained that the cause for failure to pay retirees was due to
financial constraints faced by the Corporation since 2010. However, despite these
challenges, the Corporation had successfully paid a total of K37.4 million to retirees,
including the K25.0 million disbursed by the MoFNP on 6™ December, 2024.

The Committee was informed that the Corporation had continued to engage the MoFNP to
secure the remaining verified amount of K78 million. In the long term, the Corporation
aimed to achieve financial sustainability through various strategic interventions, including
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the expansion of its digital wallet services, the Pick and Drop Application, e-commerce
platform and increased rental income following the redevelopment of key properties.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to collaborate with the Ministry of Finance
and National Planning to clear outstanding terminal benefits for retirees and awaits a
progress report on the matter.

ii. Matters Affecting Current Staff Members

e Lack of an Approved Staff Establishment Register
The Controlling Officer informed the Committee that the Corporation had an approved
organogram, which served the same purpose as an approved staff establishment register.
Further, the Committee was informed that the Corporation had historically relied on the
existing organogram which was approved by the Board and at the time of the audit did not
have the staff establishment register in the format requested. Nonetheless, the Corporation
had since formulated the staff establishment register in the prescribed format as approved by
the Board.

Committee’s Observations and Recommendations
The Committee notes the response and resolves to close the matter, subject to audit
verification.

e. Management of Assets — Water Vessels (Post Boats)
i. Abandonment of the Zambezi Marine Vessel - Mongu

The Controlling Officer explained that the vessel had been non-operational since 2004 due
to engine failure. Given the vessel’s condition, proceeding with repairs was not
economically feasible, as its economic viability had diminished with the construction of the
Mongu - Kalabo Road. The Committee was informed that Management had assessed the
cost of repairs and determined that it was prohibitively high, with a current estimated
expense of K6,000,000.

In addition, Management had engaged the ZNS to undock and salvage it from water and it
was being guarded to prevent further vandalism. The Marine vessel would be included on
the list of assets earmarked for disposal in the Board of Survey to be constituted.

Committee’s Observations and Recommendations

The Committee observes that there was negligence on the part of Management in the way
the Zambezi vessel was kept. The Committee recommends that the Government should
dispose of the Zambezi vessel to cut down on the maintenance costs. The Committee will
await a progress report on the matter.

f. = Management of Liabilities — Failure to Settle Outstanding Obligations

The Controlling Officer explained that ZAMPOST was established with an initial capital of
K2,831 and was technically insolvent due to the lack of recapitalisation. Since 1994,
successive management teams had relied on working capital to sustain operations, resulting
in a highly leveraged financial position.
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The Committee was further informed that the K106 million staff liability related to the
defined Dbenefits pension scheme established in 1977 by the then Post and
Telecommunications Company where contributions were not remitted. The liability was
thus, a make-up of the actuarial valuation induced liabilities as well as non-remittance. The
Controlling Officer submitted that the K25 million legacy debt related to unremitted funds
for principles such as SBT car dealership and Multichoice. The Corporation was servicing
such debt through monthly payments arising from Consent Judgements.

The Committee was informed that despite its challenging financial position and the
evolving postal landscape, the Corporation had actively transitioned towards sustainability,
with a strategic focus on e-commerce, digitisation which included the digital wallet and
banking suite as per postal mandate, and integration into the government service delivery
framework.

Furthermore, 75 per cent of the Corporation’s liabilities were statutory penalties. To address
this, the Corporation had engaged NAPSA after successfully reconciling 25 years’ worth of
returns and had applied for a waiver of penalties. As part of this engagement, ZAMPOST
and NAPSA had entered a consent order, committing to a monthly payment of K70,000.
The Corporation was awaiting confirmation from NAPSA on the extent of the waiver to be
granted.

Regarding the ZRA, the Corporation had initiated the process of applying for a Time to Pay
Agreement (TPA) and had committed to a monthly payment of K100,000. Given the
substantial legacy debt owed to ZRA, amounting to K287 million as of 28" February, 2025
the Corporation had also engaged the Secretary to the Treasury to explore the possibility of
a book-entry bailout, which was under consideration as part of the recapitalisation.

Committee’s Observations and Recommendations
The Committee urges the Controlling Officer to secure the recapitalisation of ZAMPOST
and negotiate debt relief with the ZRA. The Committee awaits a progress report.

g. Management of Subsidiaries
h. Postbus Company Limited
e Lack of Financial Statements

The Controlling Officer explained that there was a lapse as priority was not given to the
preparation of financial statements of the subsidiary. In this regard, Management at
ZAMPOST had since designated a Subsidiary Accountant with the specific mandate of
reconciling financial records and ensuring all financial data for the period 2012 to date in
preparation for audit with the view to concluding by 31* December, 2025.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to sternly caution Management in the
subsidiary for the failure to prepare financial statements. It also urges the Controlling
Officer to provide strong leadership on the subsidiary units of ZAMPOST to ensure the
timely production of financial statements. The Committee will await a progress report on
the matter.
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e Lack of Fleet of Buses
The Committee was informed that there was a serious mismanagement on the part of the
previous Management in that they could not manage the business prudently resulting into
running down the fleet. Further, Management had initiated a fleet replacement plan where
the proceeds from the auction, which generated less than K11 million were being allocated
towards the repair of one bus by Hazida.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to engage the IDC on the matter and
implement a comprehensive Strategic Plan for fleet renewal. The Committee will await a
progress report on the matter.

e Lack of a Strategic Plan for the Subsidiary
The Controlling Officer explained that ZAMPOST lacked a Board, and the Postbus was
operating with minimal staff, relying solely on a meagre franchise fee from one franchisee
for income.

The Committee was informed that the inaugural Board appointments were concluded in
October, 2024 and the inaugural meeting convened on 4™ February, 2025. The Board had
since provided guidance to the General Manager to develop a strategic plan. The strategic
plan was expected to be completed by April, 2025 to be presented to the Board for approval
in May, 2025.

Committee’s Observations and Recommendations

Following an engagement with ZAMPOST it was revealed that the Strategic Plan was
approved by the Board of Directors on 27" June, 2025. The Committee resolves to close the
matter, subject to audit verification.

i. ZAMPOST Freight and Forwarding Limited

e Lack of Financial Statements
The Controlling Officer explained that the subsidiary was neglected by the previous
Management as priority was not given to the audit of the subsidiary’s financial statements.

To address this, Management had designated a Subsidiary Accountant with a specific
mandate to reconcile and update all financial data in preparation for audit. It was hoped
that this exercise would run up to 31* December, 2025.

Committee’s Observations and Recommendations
The Committee notes the response and will await a progress report on the matter.

e Budget and Income
The Controlling Officer explained that a significant portion of the Corporation’s income
was derived from a partnership with SBT, a car dealership in Japan, but the relationship
deteriorated. This, combined with a poor reputation, had constrained marketing efforts for
the subsidiary and thus the subdued revenue.
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The Committee was further informed that Management was actively diversifying into other
revenue streams, including freight and bonded warehouses. The Corporation had
successfully obtained a license from ZRA to operate a bonded warehouse, which was
expected to contribute to future growth and stability.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to leverage on this license to attract foreign
investment and diversify operations. The Committee will await a progress report on the
matter.

e Failure to Operationalise the ZAMPOST Clearing and Logistics Organisation
Structure
The Controlling Officer explained that the subsidiary had operated with a lean structure due
to subdued revenue. The Committee was informed that as revenue grew and business
performance improved, the organisational structure would evolve and expand to support
increased operations and demand. As the launch of the bonded warehouse business takes
hold, the key positions would be filled.

Committee’s Observations and Recommendations
The Committee urges the Controlling Officer to ensure that the organisation structure is
operationalised going forward. The Committee will await a progress report on the matter.

e Failure to Settle Outstanding Obligations
The Controlling Officer explained that the subsidiary had been facing poor revenue
generation and thus failing to pay statutory obligations. In this regard, Management was
actively diversifying into other revenue streams, including freight services and bonded
warehouses.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to explore and implement strategies to
generate income from different sources, other than relying on one primary source. The
Committee resolves to await a progress report on the matter.

3.17 ZAMBIA AGENCY FOR PERSONS WITH DISABILITIES

3.17.1 Audit Findings

A review of accounting and other records for the Financial Years ended 31* December,
2022 and 2023 conducted at the Zambia Agency for Persons with Disabilities (ZAPD)
Headquarters and selected stations revealed the following irregularities to which the
Controlling Officer submitted as highlighted below.

a. Budget, Income and Expenditure
The Controlling Officer informed the Committee that the late receipt of the operational

grant adversely affected the Agency’s ability to implement some of the planned activities

127



within the financial year. The Committee was further informed that the 2023 grant was only
received on 30™ December, 2023, which made it impractical to disburse and utilise the funds
within the same year, prior to the closure of the financial year. As a result, the funds were
carried over and utilised in January, 2024.

However, following continued engagements between the Agency, the Ministry of
Community Development and Social Services (MCDSS), and the Ministry of Finance and
National Planning (MoFNP), improvements had been made. The Agency had since begun
to receive grants in advance, thus improving its budget execution capacity.

Committee’s Observations and Recommendations

The Committee observes that the delayed disbursement of the operational grant disrupted
the effective implementation of planned programmes and created compliance and
absorption challenges within the financial year. In this regard, the Committee urges the
Ministry of MoFNP to institutionalise timely disbursement mechanisms, particularly for
agencies reliant on annual grants, to ensure uninterrupted operations. The Committee
further urges the Controlling Officer to ensure that the Agency establishes a financial
contingency plan, including mechanisms for re-aligning activities in the event of delayed
funding. The Committee will await a progress report on the matter.

b. Compliance with Legislation/Regulations

i.  Failure to Remit Statutory Obligations
The Controlling Officer informed the Committee that the failure to remit statutory
obligations, particularly Pay As You Earn (PAYE), was primarily due to delays in the
disbursement of grants from the Treasury. While the grants for the years 2020 to 2023 were
fully received within those respective years, they were disbursed inconsistently, thereby
affecting the Agency’s ability to remit statutory obligations on time.

The grants for 2018 and 2019, amounting to K12,255,279.03, were never received despite
several follow-ups with the MCDSS and Treasury. This historical underfunding had

contributed significantly to outstanding statutory obligations.

In 2023, further delays were experienced, as shown below:

Grants Jan -Mar 2023

S/N | Details Date Funded by Date Funding Date Paid by | Date
MoFNP Slip Received MCDSS Received by
ZAPD

1 January | 7" February, 2023 | 10" February, 14%February, 14™ February,
Grant 2023 2023 2023

2 February | 3™ March 2023 6 March 2023 | 9 March 2023 | 9" March
Grant 2023

3 March 12 April, 2023 15" April, 2023 | 215 April, 21 April,
Grant 2023 2023
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Delayed Grants - 2023

S/N | DETAILS DATE RECEIVED BY
ZAPD

4 April Grant 23" May, 2023

5 May Grant 21% June, 2023

6 June Grant 25% July, 2023

7 July Grant 16" August, 2023

8 August Grant 6™ September, 2023

9 September Grant | 6" October, 2023

10 October Grant 13t November, 2023
11 November Grant | 18" December, 2023
12 December Grant | 30" December, 2023

The Committee was informed that delayed receipts of grants resulted in interest and penalty
charges on statutory remittances. The Auditor General’s report indicated that in 2022, only
K102,672 out of K1,251,277 was paid, and nothing in 2023. However, the Agency later
clarified that as at the time of audit, they had actually paid K634,471.22 (2022) and
K871,880.10 (2023).

To address this, the Agency:
o engaged MCDSS and the Office of the Accountant General to request quarterly
disbursement of grants;
e met with the ZRA to clarify unknown assessments and seek a Time-to-Pay
agreement, along with possible amnesty on penalties and interest; and
e prioritised payment of current PAYE obligations, while channeling any surplus
funds toward arrears.

The Controlling Officer submitted that the Agency had made the following payments to the
National Health Insurance Management Authority (NHIMA):

i. 2022 -paid K134,367.22 against returns of K147,839.94 (Balance: K13,472.72); and
ii. 2023 - paid K150,069.95 against returns of K156,480.95 (Balance: K6,411).

The total NHIMA outstanding balance is K19,883.72. The Committee was informed that
the Agency had since uploaded and paid all NHIMA returns, bringing the account to full
compliance.

Committee’s Observations and Recommendations

The Committee urges the MoFNP to prioritise timely disbursement of grants to all grant-
aided institutions to prevent non-compliance with statutory obligations. The Committee
further urges the Treasury to urgently address the outstanding unpaid grants from 2018 and
2019, amounting to K12,255,279.03, to clear legacy Pay As You Earn arrears. The
Committee will await a progress report on the matter.

ii. Delayed Payment of National Pension Scheme Authority Contributions
The Controlling Officer submitted that the Agency had been using a manual payroll system,
which contributed to unsubmitted National Pension Scheme Authority (NAPSA) returns
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going undetected until 2022, when a formal assessment was concluded by NAPSA. The
Committee was further informed that the non-receipt of grants for 2018-2019 led to the non-
payment of NAPSA contributions amounting to K785,580.94, and this also resulted in the
accumulation of penalties and interest. However, after signing a Time-to-Pay Agreement
with NAPSA in October 2022, the Agency had remained current and up to date with its
remittance and payment obligations whenever grants were received.

Additionally, the Agency completed reconciliations for the assessment, and submitted an
amnesty application. At the time of reporting, the Agency was actively engaging with
NAPSA to resolve technical issues that led to the initial rejection of the amnesty request.
Follow-ups were ongoing to seek a resolution and secure approval of the waiver on penalties
and interest.

Committee’s Observations and Recommendations

The Committee observes that the delayed payment of NAPSA contributions arose from the
use of a manual payroll system, and external funding delays -notably, the non-receipt of the
2018-2019 grants. The Committee urges the Ministry of Finance and National Planning to
urgently address the unpaid 2018-2019 grants. The Commuittee further urges the Controlling
Officer to ensure that the Agency fully digitises its payroll and statutory compliance systems
to prevent future lapses in filing and remittance. In addition, the Committee urges the
Controlling Officer to ensure that the Agency proactively continues its engagement with the
NAPSA to resolve the flagged transactions and facilitate approval of the amnesty
application on penalties and interest. The Committee will await a progress report on the
matter.

iii. Irregular Payment of Cash to Officers
The Controlling Officer submitted that the Agency’s delayed incorporation into the
SMART Zambia Government financial management portal contributed to missed circulars
and regulatory updates, which in turn led to some procedural lapses. The Agency was only
incorporated onto the system in 2023, which marked a turning point in improving
compliance.

Regarding payments to clients without bank accounts, the Committee was informed that
these were largely related to repatriation costs, transport, and allowances for participation in
events such as the International Day of Persons with Disabilities (IDPD). The Agency faced
ongoing challenges due to the fact that many clients did not have bank accounts,
necessitating cash payments at the time.

To address the issue, the Committee learnt that the Agency had issued an internal memo to
all Provincial Offices, directing that steps be taken to mitigate future occurrences of cash
payments. As of 2024, all payments to staff had been made exclusively via bank transfers, in
line with Government financial regulations.

Committee’s Observations and Recommendations

The Committee expresses concern on this serious breach of section 3.26 of the Ministry of
Finance Treasury and Finance Management Circular No. 1 of 2022 and urges the
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Controlling Officer to ensure full utilisation of the SMART Zambia platform, including
timely access and adherence to Treasury circulars and financial regulations. The Committee
further urges the Controlling Officer to ensure that the Agency collaborates with relevant
stakeholders to facilitate financial inclusion for unbanked clients, especially persons with
disabilities in rural areas. The Committee will await a progress report on the matter.

iv. Inadequately Supported Payment Vouchers

The Controlling Officer submitted that the understaffing of the accounts section; was a
result of dismissals and transfers; which left the unit operating with only one Accountant
and an intern during a critical period. This staffing shortage significantly affected the review
and filing of financial documentation, contributing to the audit query.

The Committee was informed that the accounts team was overwhelmed with backlog
assignments, including resolving issues from 2022, which led to some payment vouchers
being incompletely filed or temporarily misplaced during the audit verification process.
However, the missing supporting documents were eventually traced and submitted in a
supplementary audit file for verification.

To address the root causes of the issue, the following corrective actions were taken:
o retrieval of previously untraceable documentation, and submission in a consolidated
audit file;
e capacity building training sessions conducted for relevant staff;
e internal memos issued to reinforce compliance with fund retirement procedures; and
o recruitment of additional accounting personnel, including an Accounts Assistant and
Assistant Accountant, to strengthen the unit’s operational capacity.

Committee’s Observations and Recommendations

The Committee expresses concern about missing payment vouchers and urges the
Controlling Officer to put in place a document control and tracking system to improve filing
efficiency and prevent misplacement of financial records. The Committee further urges
Management to institute punitive measures against the erring officer(s) and will await a
progress report on the matter.

v.  Questionable Payment
The Controlling Officer clarified that the meal allowances were paid to staff stationed within
Chipili District, while subsistence allowances were paid to staff who travelled from the
ZAPD Mansa Provincial Office to Chipili District to monitor project activities.

The Committee was informed that the officer in question was tasked with monitoring
ongoing activities, namely;

e construction of a kraal and erection of a tank stand at Cottage Farm; and
e construction of a tractor shed at Luminu Farm - both located in Chipili District.

Thus, while some officers operated within district boundaries, the travel involved for others,

particularly from Mansa, justified the payment of subsistence allowances, in accordance
with Government travel regulations.
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Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that all allowance payments are
properly classified and documented, with supporting evidence including travel
authorisations, assignment reports, and activity logs. The Committee directs the Controlling
Officer to avail supporting documents to the Office of the Auditor General for verification
subject to which the matter should be closed.

vi. Questionable Payment of Sitting Allowances
The Controlling Officer informed the Committee that during the period under review,
several meetings were held without senior management due to the nature of the meetings
and Management did not have access to these minutes at the time of the audit.

The Committee was further informed that information which could not be traced at the time
of the audit was retrieved and a separate audit file was created. In addition, Management
had engaged the Board and some of the confidential minutes which had not been submitted
were availed. The Controlling Officer explained that the audit concern regarding
questionable sitting allowances arose because several meetings were held without the
participation of senior management, and the corresponding minutes were not accessible at
the time of the audit.

The Committee was informed that information which could not be traced at the time of the
audit was retrieved and a separate audit file was created. Additionally, the Board was
engaged, and several previously unavailable confidential minutes were subsequently
submitted.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that Management implements a
system where all meetings, including those with allowances, are documented with formal
records. The Committee further urges the Controlling Officer to institute disciplinary action
against the officer(s) who failed in their duty of providing minutes, as required. The
Committee will await a progress report on the matter.

c¢. Management of Properties

i.  Failure to Collect Rentals
The Controlling Officer submitted that the failure to collect rentals was due to several
operational and structural weaknesses, including:

e absence of a formal rental system and guidelines;

e disruption of operations at ZAPD offices;

o difficulties locating past tenants;

e engagement of legal services;

e continued occupation of properties by former ZAPD employees; and
e high staff turnover in the Estates Section.

To address these shortcomings, Management had implemented the following corrective
actions:
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conducted a comprehensive files verification and reconciliation exercise in 2023,
building on the 2018 initiative to accurately reflect tenant records and outstanding
balances;

developed property management guidelines to improve tenant oversight.

recruited a substantive Estates Officer in April, 2023 improving oversight and
responsiveness;

floated a tender via EGP in 2023 for debt collection services, though initial proposals
were unaffordable. Eventually, a more reasonably priced debt collector was engaged
on 19" November, 2024 who had since recovered K39,655.50 from traceable tenants;
received legal guidance from the Attorney General, confirming that ZAPD, as a
body corporate, must engage its own legal counsel for court proceedings against
defaulting tenants;

collected K50,000.20 from Kangonga properties in the second quarter of 2024
through intensified demand notices;

wrote to the District Commissioner to seek a peaceful resolution regarding former
ZAPD employees with disabilities still occupying Agency houses, to avoid
reputational risks and public unrest;

out of the historical debt of K1,828,173.28, a total of K1,240,574.97 was deemed
uncollectable due to untraceable tenants dating back to 2010. From the collectable
amount of K587,598.31, K570,600.31 had already been recovered, leaving an
outstanding balance of K16,998 under follow-up; and

In line with Board guidance, Provincial Coordinators were instructed not to rent out
dilapidated properties.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to prioritise the full implementation of a
centralised digital rental and property management system, capable of tracking tenancy
contracts, arrears, collections, and legal actions in real time. The Committee further urges
the Controlling Officer to initiate Legal proceedings against traceable defaulters. The
Committee will await a progress report on the matter.

il

Retirees Still Occupying Agency Houses

The Controlling Officer submitted that the prolonged occupation of Agency houses by
former retirees was attributed to the following:

disputes over terminal benefit calculations, with retirees alleging underpayment;

lack of resolution of continuous claims over several years, due to changes in office
bearers without sustained follow-up; and

a directive dated 15" June, 2020 from the MCDSS advising Provincial Coordinators
to inform the retirees that no monies were owed. This communication led to retirees
travelling from various provinces and camping at the Library for the Blind, where
they had remained in anticipation of a final resolution.
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Management has since undertaken several steps to address the situation, including:

e continued engagement with the retirees through their union representatives;

e reached consensus with the union to hold an indaba involving key stakeholders -
Ministry of Labour and Social Security (MLSS), MCDSS, ZAPD, Ministry of
Justice, and the Union to resolve outstanding claims;

e communicated with MCDSS requesting logistical support for the indaba and
submitted minutes of prior meetings as background;

e MCDSS referred the matter back to ZAPD, citing the Agency’s responsibility to
resolve the issue;

e due to lack of resources to fund the indaba, the Agency again wrote to MCDSS
seeking alternative means to resolve the claims; and

o following a Board meeting held on 13™ November, 2024, Management was guided to
engage District Commissioners in the affected areas to seek community-level
interventions with the retirees.

Committee’s Observations and Recommendations

The Committee directs the Controlling Officer to prioritise the indaba which should be
funded by the line Ministry, with ZAPD providing logistical coordination to ensure the
grievances are objectively reviewed and resolved. The Committee further urges the
Controlling Officer to ensure that all terminal benefit calculations are reviewed, and an
independent verification conducted to establish the validity of claims and reassure retirees of
the process. The Committee will await a progress report on the matter.

iii. Failure to Maintain a General Revenue Cashbook
The Controlling Officer explained that the failure to maintain a General Revenue Cashbook
at farm centres was due to the constraints set out below.
e Inadequate staffing: farm centres lacked dedicated accounts personnel, and record-
keeping was delegated to farm managers; and
e Lack of equipment and accounting tools: farm centres had no office equipment or
accounting software to support proper financial record management.

To mitigate these limitations, Management had implemented several corrective measures,
including the following:

e internal control guidelines were developed for farms and project sites to assist
provincial coordinators and farm managers in financial oversight;

o for rental income, provincial coordinators were instructed to ensure direct deposit
into the Commercial Properties Account, with the cashbook maintained from Head
Office;

o following the opening of a dedicated Farm Projects Account, deposits for farming
activities were made to that account, and relevant cashbooks were prepared at Head
Office; and

o future plans included capacity-building initiatives in records management at farm
centres to improve internal controls and compliance.
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Committee’s Observations and Recommendations

The Committee directs the Controlling Officer to prioritise the deployment of accounting
personnel to major farm centres, particularly those generating significant income like
Masaiti. The Committee further urges the Controlling Officer to strengthen internal control
guidelines and provide regular training to improve overall operational efficiency and
accountability. The Committee will await a progress report on the matter.

iv. Failure to Secure Title Deeds
The Controlling Officer submitted that out of the eleven stated properties, two -
Kikonkomene and Nyamonga Leprosy Centres in North-Western Province were not ZAPD
farms but were under the MCDSS, specifically the Department of Social Welfare. However,
these centres were included in the ZAPD database solely for the purpose of providing
farming empowerment support to persons with disabilities.

With respect to Kambowa Farm in Masaiti District on the Copperbelt Province, the
Controlling Officer explained that the farm had been affected by significant land
encroachment issues, which hindered the process of securing consent for titling from the
local Chief. On 27" September, 2019, the Farm Manager was summoned to appear before
the Traditional Council concerning a land dispute. The Council resolved that a proper land
survey and demarcation would be required before any final decision on ownership and
boundaries could be made.

Subsequently, on 31* October, 2019 a land survey and demarcation exercise was conducted
by a team that included staff from ZAPD Head Office. However, despite this effort, the
Chief withheld consent, instead requesting the Agency to demonstrate its commitment by
initiating farming activities. In response, the Agency began pig rearing with over 100 pigs.

Over the years, continued engagement with the Chief resulted in the decision to allocate
only 250 hectares of the original 640 hectares to the Agency, excluding communal areas
such as streams, shrines, and burial sites. This necessitated a second survey within the
adjusted boundaries.

As a corrective measure, ZAPD Management and Board members visited Chief Chiwala
and other farms on the Copperbelt. The Chief reiterated his position that the land was not to
be titled but would be issued under a farm permit, considering that the land was meant for
the benefit of persons with disabilities. The Agency was advised to apply for the permit.

On 10™ June, 2024 the Agency resubmitted the maps for the 250-hectare parcel to the Chief
for signing. Additionally, due to continued delays, the Board instructed Management to
seek assistance from the House of Chiefs. A formal letter was submitted, and the Agency is
currently awaiting feedback before making further follow-ups.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to develop a Memorandum of Understanding
model for securing rights to customary land through land permits while protecting the
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public interest in consultation with the Ministry of Lands and the Ministry of Community
Development and Social Services. The Committee awaits a progress report on the matter.

v. Maintenance of Infrastructure

The Controlling Officer informed the Committee that Agency farms were initially intended
to provide sheltered employment from the 1970s. However, this mandate changed with the
restructuring of the Agency, which began in 1999 and was fully implemented in 2013,
before being reversed in 2015. While the Agency maintained a rental income account, a
portion of the revenue since 2014 had been redirected to supplement operational grants,
leaving limited funds for substantial infrastructure renovations. Previous property
assessments revealed that renovation costs exceeded available funding, prompting a phased
rehabilitation approach.

The Committee was informed that due to significant reductions in the Government grant,
rental income was primarily used to support services for persons with disabilities.
Additionally, the Agency incurred costs related to land permits and farm consent
procedures.

The Committee learnt that many properties, especially those outside Lusaka, were in a
dilapidated condition. Some had even been declared uninhabitable. The estimated
renovation costs for certain properties had reached K1.3 million.

To address these challenges, Management initiated a strategy in 2018 to pursue property
development through a Public-Private Partnership (PPP) model. Although the initial PPP
plans did not advance beyond feasibility stages, the Agency re-engaged the Board in 2022 to
restart the process, beginning with the Kabulonga property and Mimosa Farm.

The primary objective of adopting the PPP model was to reduce dependency on the national
treasury, generate additional income for infrastructure improvements, revitalise all ZAPD
farms, and create employment for persons with disabilities.

The PPP concept note for the Kabulonga property was approved by the PPP Council on 8"
May, 2023. Subsequently, the Agency submitted the Terms of Reference for a feasibility
consultant on 7" June, 2023 which was approved on 13" June, 2023. The MCDSS directed
the Agency to seek Cabinet approval before proceeding with consultant engagement. Once
the Cabinet memo was approved, the Agency would be authorised to continue.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to urgently pursue Cabinet authority to
proceed with the engagement of a feasibility consultant. The Committee will await a
progress report on the matter.

d. Wasteful Expenditure - Payment of Salaries

The Controlling Officer informed the Committee that the wasteful expenditure on salaries
was as a result of the following several interrelated factors:
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o failure of the restructuring plan;

o insufficient funds to capitalise ZAPD farms;
e 1nadequate grant resources;

e unmet supplementary funding requests;

o farm centres for sheltered employment;

o layoffs of persons with disabilities; and

e Board resolution to renew contracts.

The Controlling Officer explained that Management’s primary focus had been to reduce the
Agency’s dependency on Treasury grants by commercialising its farming operations.
However, due to the limited financial resources from the grant, Management opted to
allocate its minimal internal resources to initiate this commercialisation process. At the
same time, Management actively pursued additional financial support to implement the
initiative effectively.

Committee’s Observations and Recommendations

The Committee observes that the Agency has incurred wasteful expenditure on salaries
primarily due to the failure of the restructuring plan and insufficient funding to capitalise on
ZAPD farms. In this regard, the Committee urges the Controlling Officer to intensify efforts
to secure supplementary funding from the Government and development partners to
capitalise the ZAPD farms and support commercialisation initiatives. The Committee will
await a progress report on the matter.

e. Farming Support Programme - Questionable Payments
The Controlling Officer identified the following root causes for questionable payments
related to the Farming Support Programme:

i. Lack of Adequate Finances
The registration exercise required sufficient resources to procure essential equipment and
materials such as cards, ribbons, and data card printers. The ZAPD grant was insufficient to
cover these critical needs, forcing reliance on support from cooperating partners.

ii. Lack of Reliable Transportation
The persons with disabilities residing in remote parts of the country faced significant
challenges in registering due to limited transportation resources as only one Province had an
Agency vehicle. Other provinces depended on transportation assistance from other
Government offices, which was not consistently available. This limitation further hindered
the progress of the registration exercise.

iii. Limited Zambia Agency for Persons with Disabilities Presence
While the Agency maintained offices in all ten Provincial centres, facilitating registration for
clients living nearby, it was only present in eleven Districts nationwide. This limited
presence posed a significant barrier for clients in other districts who had to travel long
distances to access registration services.
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iv. Use of an Outdated Database
The Agency continued to use the same beneficiary database originally established for
disbursing funds to provinces. This database contained basic identifiers such as names, NRC
numbers, and disability card numbers as proof of eligibility. However, the database was
outdated and inadequate for current registration needs.

The Controlling Officer explained that Management had undertaken various mobile
registration exercises to re-register beneficiaries in the Disability Management Information
System (DMIS). Additionally, Management included provisions in the 2025 budget for
mobile registration targeting areas not covered by donor support. Copies of registration
certificates for named beneficiaries were also retrieved to improve record accuracy.

Committee’s Observations and Recommendations

The Committee urges the Government to consider increasing ZAPD budget to adequately
support the procurement of essential registration equipment and materials, and reduce
dependency on cooperating partners. The Committee further urges the Controlling Officer
to make efforts to decentralise ZAPD operations by establishing offices in more districts.
This will improve accessibility for persons with disabilities and ensure timely registration
and service delivery. The Committee will await a progress report.

3.18 ZAMBIA DAILY MAIL LIMITED

Audit Findings

An examination of accounting and other records maintained at the Zambia Daily Mail
Limited (ZDML) Headquarters for the Financial Years ended 31* December, 2021; 2022;
and 2023 and physical inspections of selected stations revealed the following irregularities to
which the Controlling Officer submitted as highlighted below.

a. Information and Communication Technology Systems

i. Lack of Governance Framework
The Controlling Officer informed the Committee that the Company experienced a period
during which it lacked staff with adequate ICT skills to implement prescribed ICT standards
and a governance framework. This inhibited the organisation from developing and
maintaining effective ICT standards and an acceptable governance framework.

However, the Company had recruited a new and adequately qualified ICT team, which
commenced the development of ICT standards and a governance policy framework.
Consequently, a comprehensive draft ICT policy was prepared and initially scheduled for
submission to the Board for approval by 30™ June, 2025. However, Management was
advised to undertake additional reviews and resubmit the policy during the third quarter
calendar meeting, scheduled for 15™ August, 2025. The Controlling Officer informed the
Committee that the draft policy had outlined an implementation programme covering the
governance framework; software management; ICT security, business continuity plan; and
disaster recovery.
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Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to finalise and submit the revised ICT policy
for Board approval within the stipulated timeline to avoid further days in implementation.
The Committee will await a progress report on the matter.

ii. Use of Unsupported Software
The Controlling Officer explained that the limited financial resources to acquire updated
software for all computers, as well as the inadequacy of the ICT staff skills at the time
resulted in this situation. The cost for updated software for twenty-five computers in this
instance would be about K625, 000.

The Controlling Officer informed the Committee that the Organisation adopted a phased
approach as follows:

1. 1in 2023, eighteen computers were replaced with supported software.

2. in 2024, forty-five computers were replaced with supported software; and

3. a total of twenty computers had been budgeted to be replaced with supported
software in 2025 to complete the resolution.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that the replacement of the
remaining twenty computers in 2025, is executed without delays to fully eliminate
unsupported systems by the end of the fiscal year. The Committee will await a progress
report on the matter.

iii. Lack of Information and Communication Technology Security Policy
The Committee was informed that the Company went through a period during which it
lacked staff with adequate ICT skills to develop and implement an ICT Security Policy. This
limited the organisation from developing and maintaining an effective ICT Security Policy.
The Committee was further informed that the Company had recruited a new and
adequately qualified ICT team, which had begun working on ICT systems and policy
frameworks. As a result, a comprehensive draft ICT Policy was prepared and initially
scheduled for submission to the Board by 30" June, 2025. Management was subsequently
advised to undertake further reviews and resubmit the policy during the third quarter
calendar meeting, scheduled for 15™ August, 2025.
The Committee learnt that the draft policy included an implementation programme
covering the governance framework; software management; ICT security, business
continuity plan; and disaster recovery.

Committee’s Observations and Recommendations

The Committee strongly urges the Controlling Officer to prioritise the timely finalisation
and Board approval of the ICT Security Policy to ensure that ICT governance and security
controls are institutionalised. The Committee will await a progress report on the matter.
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iv. Lack of Business Continuity Plan and Disaster Recovery Plan
The Controlling Officer informed the Committee that the Company had gone through a
period during which it operated without ICT personnel with the necessary skills to
implement a robust Business Continuity Plan (BCP) and Disaster Recovery Plan (DRP).

The Committee further learnt that the Company had since established a co-location server
with INFRATEL as part of its disaster migration efforts. The Controlling Officer also
informed the Committee that a comprehensive Business Continuity Plan would be
developed to ensure the security of the business in the event of a disaster, in line with the
recommendations from the Office of the Auditor General.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to prioritise the development and
implementation of a comprehensive BCP and DRP to safeguard operations in the event of
disasters. The Committee further urges the Controlling Officer to ensure that adequate ICT
capacity is maintained to support the effective execution of these plans. The Committee will
await a progress report on the matter.

v. Lack of Redundancy Arrangements for Printing Services
The Committee was informed that the Corporation had been unable to establish adequate
redundancy in its printing operations due to limited financial resources and lack of
recapitalisation. This posed a significant business continuity risk, particularly in the event of
a breakdown or failure of the primary printing equipment.

To mitigate the risk, the Committee noted that Management had initiated the following
measures:

¢ initiated the procurement of a two-tower web offset printing machine, scheduled for
completion by the end of the second quarter of 2025. However, the procurement
process was halted following cash flow constraints. In the interim, the Company had
partnered with Government Printers, who had acquired and installed a similar
single-tower machine. Test runs had been successfully conducted, and an MoU was
being processed through the Ministry of Transport and Logistics;

e engaged shorthorn Printers Limited and were in the process of signing an MoU for
emergency printing services;

e commenced discussions to utilise ZANIS commercial printing facilities in Chipata
and Kasama as part of a regional fallback plan; and

e scheduled enhancements to the digital e-paper for the current calendar year to ensure
continuity of news access in the event physical printing becomes unavailable.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to prioritise the establishment of adequate
redundancy arrangements for its printing operations to mitigate the risk of service
disruption. The Committee further urges the Controlling Officer to finalise and
operationalise the MoUs with identified alternative printing service providers, including
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Government Printers, Shorthorn Printers Limited, and ZANIS. The Committee will await a
progress report on the matter.

b. Financial Performance Analysis
i. Gross Profit Margin Ratio
ii. Operating Profit Margin Ratio
iii. Failure to Attain Net Profit Targets
iv. Staff Cost to Revenue Ratio

The Controlling Officer explained that the decline in the gross profit margin was attributed
to the high production and employee- related costs, which were not matched by a
corresponding increase in the revenue. The low revenue performance was attributed to the
lack of capitalisation necessary to support core business operations and to diversify into new
revenue-generating ventures.

To address these financial challenges and improve profitability, the Company had begun
implementing several business growth strategies aimed at increasing revenue and managing
costs in order to achieve targeted gross profit margins. These included:

e expansion of the courier business, with plans to increase capacity through the
procurement of additional buses;

e implementation of first and last mile delivery solutions using motorbikes, which had
already been deployed. These bikes were also being used to distribute newspapers to
subscribers and agents, thereby reducing the cost of delivery by replacing vans;

e enhancement of the e-paper to attract online subscribers and ultimately reduce
reliance on hard copy production, thereby saving on production materials and
transportation costs;

e installation of the solar energy backup system to reduce dependence on diesel
powered generators and the national grid,;

e continued with demand-driven print orders to minimise overproduction and reduce
the rate of unsold newspaper returns; and

e consideration of investment in commercial equipment in 2026 and 2027, subject to
the availability of capital, due to the substantial financial outlay required.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that Management prioritises the full
implementation and continuous monitoring of its business growth and cost-containment
strategies to improve financial performance. The Committee further urges the Controlling
Officer to engage the MoFNP to mobilise the necessary capital funding to support these
strategic interventions and address the underlying financial constraints affecting
profitability. In addition, the Committee urges the Controlling Officer to ensure that
Management conduct regular financial ratio analyses to inform strategic decisions and
ensure operational efficiency. The Committee will await a progress report on the matter.
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v. Liquidity
e Current Ratio
¢ Quick Ratio
e Adverse Working Capital
e Deteriorating Equity

The Controlling Officer informed the Committee that the Corporation’s deteriorating
liquidity position was primarily due to a lack of capitalisation, which limited the ability to
manage operations effectively and diversify into revenue-generation ventures. This low
revenue, combined with a challenging business environment characterised by rising
production costs and shifting consumer behaviour influenced by social media—contributed
to the worsening of liquidity indicators and erosion of equity.

The Controlling Officer explained that the Company had implemented business growth and
cost reduction strategies as stipulated under the query on Financial Performance Analysis,
to turn around the business.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that Management develops a
detailed implementation roadmap for all listed initiatives with clear timelines, responsible
officers, and performance indicators. The Committee encourages Management to prioritise
comprehensive feasibility studies on media diversification and will await a progress report
on the matter.

c. Failure to Collect Receivables

The Controlling Officer explained that the root cause of the failure to collect receivables was
poor business conditions affecting most of the Company's clients, including the
Government. The Committee was informed that the Company was continuously engaging
the Government, which accounted for over 50 per cent of the outstanding receivables. The
Government’s outstanding debt was K20 million, and it was noted that positive outcomes
from these engagements were expected to significantly improve the Corporation’s liquidity
position. The Committee further heard that ZDML had reviewed and enhanced its credit
policy by introducing more punitive measures to enforce compliance with payment terms.
These measures included enhanced due diligence on clients.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to bring the issue of unpaid Government debt
to the attention of the Secretary to the Treasury for prompt settlement. The Committee
further urges the Controlling Officer to ensure that the Company enforces its revised credit
policy strictly, ensuring that enhanced due diligence is consistently applied. The Committee
will await a progress report on the matter.

d. Review of Implementation of the 2021 to 2025 Strategic Plan

The Controlling Officer acknowledged the failure to meet set targets across all the strategic
objectives reviewed.
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Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that the Company undertakes a
comprehensive mid-term review of the 2021-2025 Strategic Plan to realign targets with
available resources. The Committee further urges the Controlling Officer to engage with
strategic partners, to address capitalisation gaps that continue to derail implementation. The
Committee will await a progress report on the matter.

e. Management of Revenue Collection

i. Circulation
The Controlling Officer informed the Committee that the decline in newspapers circulation
was attributed to the following root causes:

a) the harsh business environment negatively impacting the business community;

b) the advent of social media platforms, which have eroded the traditional newspaper
market share; and

¢) changing patterns in news consumption and reading preferences among the public.

Despite the above challenges, the Controlling Officer submitted that Management had
identified and earmarked the strategies set out below to improve circulation and revenue.

a) Management had budgeted for the procurement of a printing machine in 2025, to be
stationed on the Copperbelt. This intervention was expected to improve the
timeliness of newspaper distribution and enhance daily circulation volumes.

b) The Corporation was in the process of redesigning its e-paper platform which would
improve accessibility and affordability for readers, especially those accessing the
paper online.

Committee’s Observations and Recommendations

The Committee urges Management to expedite the implementation of digital
transformation strategies to address the impact of declining print circulation. The
Committee further urges the Controlling Officer to prioritise the procurement of the
Copperbelt-based printing machine in the 2025 budget cycle. The Committee will await a
progress report on the matter.

ii. Unaccounted for Newspapers — Unsold Copies
The Controlling Officer informed the Committee that the newspapers in question were not
unaccounted for, but were classified as returns and sold as waster paper. The returned
newspapers were bundled and sold at the rate of K12.00 per kg, with each bundle weighing
an average of 25kg. The bundle was sold for K300, with each bundle comprising 200 unsold
copies.

The Committee was further informed that a total of 1,729,410 returned copies were sold
through this mechanism, generating revenue of K2,593,500. Based on the pricing model, the
value of returned newspapers aligned with the selling price of K2, 594, 115 instead of the
stated value of K17, 294, 420.
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Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that Management implements
enhanced tracking mechanisms for both distributed and returned newspapers to ensure that
there is accurate and transparent reporting on stock movement and returns revenue. The
Committee further urges the Controlling Officer to ensure that the Corporation explores
opportunities to reduce return rates. The Committee will await a progress report on the
matter.

iii. Electronic-Paper

The Controlling Officer informed the Committee that the underperformance of the e-paper
was attributed to intensified competition from social media platforms, which had
significantly influenced the way customers access news content. This shift had adversely
impacted the Corporation’s revenue streams. The Committee was informed that as a
corrective measure the electronic-paper platform was scheduled for enhancement in 2025 to
address current challenges particularly regarding payment options and to make the platform
more appealing to clients.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to expedite the enhancement of the e-paper
platform and ensure that it is aligned with modern digital standards. The Committee will
await a progress report on the matter.

iv. Courier Services - Unaccounted for Funds
The Controlling Officer informed the Committee that the unaccounted for funds in the
Courier Services were due to ineffective supervisory controls and lack of integrity among
certain staff members. The Committee was further informed that recovery efforts were
underway with Management taking steps to recover the lost funds. As a corrective measure,
the Company had implemented a cashless payment system aimed at eliminating the risks
associated with the handling of cash.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that the Company prioritises the
recovery of all misappropriated funds without delay. The Committee further urges the
Controlling Officer to institute disciplinary action against the erring officers. In addition, the
Committee urges the Controlling Officer to strengthen the Company’s internal control
systems in order to improve supervisory mechanisms within the Corporation. The
Committee will await a progress report on the matter.

v. Review of Key Printing Equipment and Systems

. Purpose .e Possible Status
Equipment i) Condition/Status e
Hong  Hwa | For final printing | ® The machine was | Windows XP | A new
Printing of the company’s operated by a | i1s no longer | computer
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Machine Set daily publications specialised automation | supported by | with latest
(4x4 tower full | of the Daily Mail and control software. Microsoft; software
colour unit) and Times Current print capacity | this poses a | had been
publications from of 17,000 copies per | risk of system | procured.
the plates hour. failure.
However, the colour
management and
control application was
currently running on
Windows XP
operating system.
Heidelberg Main  machine | The Machine had been | Company The cost of
Speedmaster | for printing of | broken down for more | unable to | repairing
Printing various than a year. undertake the machine
Machine commercial commercial did not
printing jobs printing guarantee
services the machine
operating
optimally
when
repaired.

The Controlling Officer submitted that the Company’s challenges in the printing operations
stemmed from liquidity constraints, which affected the procurement of operating systems.
The Company also lacked adequate capital to finance the acquisition of commercial printing
equipment.

As a corrective measure, the Committee was informed that:

e the Company had procured a new operating system and computer with supported
software (Windows 10PC with Raid and SSHDs);

e commercial printing services were being outsourced,

e the printing of the Times of Zambia publications was now accounted for differently;
and

o the Company was developing plans to invest in commercial printing equipment,
commencing 2026 and continuing into 2027.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to prioritise the implementation of the
investment plan for the acquisition of commercial printing equipment starting in 2026.
Additionally, the Committee further urges the Controlling Officer to explore public-private
partnerships or leasing financing arrangements. The Committee will await a progress report
on the matter.

f. Outstanding Taxes and other Statutory Obligations

The Committee was informed that the Corporation had accumulated outstanding statutory
obligations due to persistent liquidity challenges. As a corrective measure, the Company had
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entered into a Time-to-Pay Agreement (TPA) with the ZRA; and the Corporation was in
the process of applying for a penalty waiver with NAPSA.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that there is strict adherence to the
terms of the Time-to-Pay Agreement with the ZRA and to follow up on the application for
the penalty waiver with NAPSA. The Committee will await a progress report on the matter.

g. Staff Related Matters

i. Staff Establishment
The Committee was informed that the initially approved staff establishment of 138 was set
in 2018 and applied only to the ZDML publication at the time it had 203 employees. In an
effort to align with the approved structure, Management implemented a Voluntary
Separation Scheme (VSS), which reduced the staff complement to 160 by 31* December,
2022. However, business growth due to diversification into courier services and the
acquisition of the Times of Zambia (ToZ) publication necessitated additional hiring.
As a result, Management, under the guidance of the shareholder, IDC had employed thirty-
six new staff in January, 2023 to support ToZ operations. Additionally, short-term contracts
were introduced to support the expansion of courier services.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to urgently undertake a comprehensive review
and revision of the ZDML'’s staff establishment to reflect current operational realities. The
revised structure should be formally approved by the shareholder, IDC. The Controlling
Officer is further urged to develop a sustainable human resource strategy that aligns with the
institution’s strategic business objectives. The Committee will await a progress report on the
matter.

ii. Irregular Payment of Responsibility Allowance to Officers on Staff Leave
The Controlling Officer explained that the irregularity arose from the Institution’s failure to
enforce proper leave protocols, which resulted in some officers being allowed to work while
on leave, thereby receiving both leave pay and responsibility allowance.

As a corrective measure, the Committee was informed that Management had since
commenced recovery of the undue payments from the affected officers.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to obtain a legal opinion before initiating any
recovery of responsibility allowances paid to officers who were on leave at the time of
payment. The Committee further urges the Controlling Officer to strengthen internal
controls over payroll and leave management to prevent recurrence. The Committee will
await a progress report on the matter.

iii. Failure to Pay Tax on Cash Benefits - Education Allowance

The Controlling Officer explained that the failure to remit tax on education allowance
originated from how senior management contracts were handled. According to the contract
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terms, the allowance was to be paid directly to the school or re-imbursed against actual
receipts, up to a specified ceiling. The tax should have been deducted and paid over to the
ZRA as per tax legislation but this was not done. This omission constituted non-compliance
with tax legislation.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to review and align all employee benefit
policies and payments with applicable tax laws. The Committee further urges the
Controlling Officer to put in place measures to prevent future non-compliance. The
Committee will await a progress report on the matter.

iv. Over-Payment of Fuel Allowance - Senior Management
The Controlling Officer informed the Committee that the fuel allowance benefit for Senior
Management stated that they were entitled to fuel allowance equivalent to the entitled
actual litres. As a result of this net benefit requirement, the amount was grossed up to
account for tax.

As such, the Committee was informed that there was no actual overpayment. However, in
order to optimise the tax treatment, Management had resolved to migrate the fuel benefit to
the actual provision of fuel through the use of Tomcards. This change would ensure
automatic tax compliance by allowing the cost to be treated as deductible expense. A
proposal to amend the conditions of service to effect the change was being prepared for
submission to the Board.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to expedite the migration of fuel benefits to
the actual provision of fuel, such as the use of Tomcards, to enhance tax compliance. The
Controlling Officer is further directed to ensure the revised conditions of service are
approved and implemented without delay. The Committee will await a progress report on
the matter.

v. Over-payment of Car Allowance — Senior Management
The Controlling Officer informed the Committee that the car allowance benefit for Senior
Management provided that they were entitled to an allowance which was net of tax benefit.
For instance, directors were entitled to a net of K15,000.00. To ensure that the net
entitlement was met after tax deductions, the allowance was grossed up, thereby increasing
the actual payout to account for PAYE.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that all employment contracts with
net-of-tax provisions are formally reviewed and will await a progress report on the matter.
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3.19 ZESCO LIMITED

3.19.1 Audit Findings

A review of accounting and other records for the Financial Years ended 31* December,
2022 to 2023 revealed the following irregularities to which the Controlling Officer submitted
as highlighted below.

a) Budget and Income - K5,919,350,237

The Controlling Officer submitted that the reduction in mining revenue in the year 2022
was mainly attributed to low uptake of power by mining companies. The actual mining
demand was 30 per cent lower than the projected schedules declared to ZESCO for the
budget year.

With regards to exports, the Controlling Officer informed the Committee that the reduction
was on account of reduced up take by existing customers as well as delayed on boarding of
planned new customers.

Additionally, the lower exchange rate of K17.10 against the budgeted K20 to USD was
another attributing factor, considering that mining and exports were invoiced in USD. The
budgeted mining revenue was projected using declared annual power requirements from
mining companies in the third quarter for the following year. The mining companies
reviewed their requirements quarterly within the budget year depending on mining
production. To reduce this variance between budgeted and actual revenue, Management
will be reviewing the annual budget on a quarterly basis to align the mining revenue with
revised power requirements as declared by the mining companies. The Committee was
further informed that Management had been revising the Annual Budget bi-annually in
order to incorporate changes in the market since 2024.

Committee’s Observations and Recommendations

The Committee is concerned with the negative variance revenue recorded by ZESCO,
indicating a discrepancy between budgeted and actual financial performance. The
Committee, therefore, urges the Controlling Officer to strengthen the Corporation’s
engagement with major mining and export customers to get better and more up-to-date
predictions of their power needs. The Committee further urges the Controlling Officer to
institutionalise bi-annual budget reviews as standard practice, ensuring that key assumptions
such as foreign exchange rates and customer demand, are realistically aligned with
prevailing market conditions. The Controlling Officer is further urged to ensure that
Management broadens its customer base beyond its current clients. The Committee will
await a progress report on the matter.

b) Information and Communication Technology Systems

i. Use of Unsupported Operating Systems
The Controlling Officer explained that the identified operating system namely Red Hat
Linux 5.8, Windows Server 2008, and Windows Server 2019 were the platforms used as a
base on which the SCADA system operated. The SCADA system was used for control and
monitoring of the grid; and required deployment on mature operating systems. At the time
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of the audit, system tests on newer versions of the Operating Systems were still in progress.
In the meantime, the original equipment manufacturer for the SCADA system continuously
provided support to ensure full value pending migration to newer versions.

The Committee was informed that the system upgrade project was ongoing during the audit
period and was completed on 9" December, 2024.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that there is timely migration to
supported and secure operating systems, particularly for critical infrastructure such as
SCADA systems. The Committee will await a progress report on the matter.

ii. Missing Customer Details
The Controlling Officer explained that upon further review, it was established that the script
used to retrieve the customer data had limitations, specifically restricting the fields it
accessed. This resulted in the omission of some customer details, as it had only captured
information from limited fields instead of also including data from additional columns
where customer names and addresses were stored.

1. Missing Customer Names— the initial records retrieved referenced a column
containing the middle name but lacked columns for the full customer names, that is,
first name, middle name and last name. The affected records were companies which
appear under first name. This script had since been updated, showing all the fields
which speaks to the customer’s names (first name, middle name and last name).

2. The missing service numbers and tariffs-the referenced customers had applied for
power but had not yet been contracted at the time of the audit. As of March, 2025, all
26 customers had since been connected and were now contracted.

3. Customer address — the initial records retrieved referenced a column containing
landmark details but lacked columns for the full customer address, that is, (Plot
number, House number, street, township, town). This report had been revised to
include all the fields, now displaying the complete address.

The Committee was informed that Management had taken immediate action to rectify the
issue by revising the script to ensure comprehensive data retrieval to prevent such oversights
in the future. The Committee was informed that Management was ready to re-submit the
schedule with completed customer information detailed, customer names and full addresses
as maintained by the system for audit trail.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to take concrete measures to strengthen
internal data governance and quality assurance protocols to prevent errors in data extraction
in the future. The Committee resolves to close the matter, subject to audit verification.
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) Financial Analysis

i. Lack of Performance Contract with the Industrial Development Corporation
The Controlling Officer informed the Committee that the absence of a performance contract
between the shareholder (IDC) and the ZESCO Board of Directors for the financial years
2022 and 2023, was because the performance framework was not concluded. The
Committee was further informed that the engagement of the Performance Management
Contracts for the years 2024 and 2025 were implemented and executed.

Committee’s Observations and Recommendations

While the Committee appreciates the progress in implementing performance contracts for
2024 and 2025, it recommends that the Corporation and IDC should institutionalise a
timeline for finalising performance frameworks before the start of each financial year in
order to enhance governance, promote accountability, and ensure that performance
contracts remain a reliable management tool. The Committee will await a progress report
on the matter.

ii. Financial Statement Analysis
¢ Reduced Profitability
» Increase in Cost of Sales
The Committee was informed that the increased cost of sales in 2023, was mainly attributed
to the rise in power purchases following commissioning of the Kafue Gorge Lower 750MW
in March, 2023. This increased power purchases did not result in matching increase in
revenue due to non-cost reflective tariffs.

Furthermore, Management applied for a multi-year tariff which was approved and was
being implemented as a measure to mitigate the cost of energy from imports and
Independent Power Producers. ZESCO had been investing in solar plants to diversify the
energy mix and reduce over-reliance on expensive power imports.

Committee’s Observations and Recommendations
The Committee urges the Government to ensure that a cost reflective study is undertaken
and made available to guide informed decision-making and policy formulation. The
Committee further urges ZESCO to accelerate its investment in renewable energy projects,
particularly solar, to diversify the energy mix and reduce reliance on costly power imports.
The Committee will await an update on the matter.

» Increase in Operating Expenses
Regarding the increase in operating expenses, the Committee was informed that this was
primarily attributed to the provision of doubtful debt of K16 billion, as well as the Konkola
Copper Mines (KCM) debt and exchange losses of K14 billion, following the depreciation
of the Zambian Kwacha against other major foreign currencies. Further, ZESCO had been
hedging its foreign denominated obligations with foreign denominated receivables to
mitigate the adverse exchange exposure.
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Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that the Management communicates
the timeline and projected outcomes for achieving full cost-reflective tariffs under the
approved multi-year framework. The Committee further urges the Controlling Officer to
come up with a debt collection strategy for recovering large receivables, particularly from
high-risk debtors like Konkola Copper Mine, should be developed and monitored. The
Committee awaits a progress report on the matter.

» Poor Working Capital

The Controlling Officer explained that the poor working capital recorded over the years was
attributed to the translation of foreign denominated trade obligations which were affected by
the exchange rate movement from K16.68 in 2021 to K25.71 as of December, 2023,
resulting in increased total current liabilities. Further, the accumulation of accrued interest
obligations on foreign denominated loans, pending the completion of the debt restructuring
programme contributed to the worsening working capital. It was envisaged that cost-
reflective tariffs would assist ZESCO generate more cash for debt settlement and improved
liquidity.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to identify opportunities for internal efficiency
improvements to reduce operating expenses, and reliance on imported power. The
Committee will await a progress report on the matter.

» Liquidity — Current Ratio
The Controlling Officer submitted that the persistent increase in trade payables, particularly
those related to power purchases, was primarily attributed to the non-cost reflective tariff
regime prevailing during the period under review.

The Committee heard that Management had made commendable efforts to curb the growth
of debt owed to Independent Power Producers (IPPs). Notably, the IPP debt had
significantly declined from US$1.8 billion in 2021 to US$337 million by the end of 2024. To
further improve the Current Ratio, Management had initiated a debt refinancing strategy
aimed at converting short-term IPP liabilities into long-term obligations.

Additionally, the Committee was informed that following the Energy Regulation Board’s
(ERB) approval of ZESCOQO’s application for a multi-year tariff migration, it was anticipated
that the measure would enhance cash flow and working capital. In a related effort,
Management was also pursuing the disposal of redundant assets, which would contribute to
a reduction in operational costs, particularly those associated with high maintenance.

Furthermore, in 2024, Management had successfully applied for and was granted a pass-

through emergency tariff on power importation, which helped to mitigate the utility’s
exposure to elevated power purchase costs.
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Committee’s Observations and Recommendations

The Committee urges the Controlling Office to ensure that Management expedites the
process of converting the Independent Power Producer (IPP) debt from current liabilities to
long-term liabilities through debt refinancing. The Committee further urges the Controlling
Officer to expedite the identification and disposal of redundant assets to unlock capital and
reduce maintenance-related costs. The Controlling Officer is further urged to ensure that the
ERB continues supporting cost-reflective tariff adjustments under the multi-year tariff
migration framework, to ensure that ZESCO remains financially viable and able to meet its
obligations. The Committee will await a progress report on the matter.

» Gearing Ratio
The Controlling Officer submitted that the observed high gearing ratio was not entirely due
to loans acquired for servicing Independent Power Producer (IPP) debt and the dismantling
of the customer connections backlog. Rather, a significant portion was attributed to
Government-Guaranteed loans, which had remained unserviced for nearly three years
owing to the ongoing national debt restructuring programme.

However, the Committee was informed that the gearing ratio had improved substantially,
declining from 515 per cent in 2022 to 92 per cent in 2023. It was anticipated that the ratio
would continue to improve following the planned conversion of Government On-lent loans
amounting to US$379 million into equity by December, 2025.

Committee’s Observations and Recommendations

The Committee urges the Government to expedite the conversion of the On-lent loans into
equity as planned, to further reduce the gearing ratio and strengthen ZESCQO’s balance
sheet. The Committee further urges the MoFNP to collaborate closely with ZESCO to align
debt restructuring outcomes with the utility’s operational and financial recovery plans. The
Committee will await a progress report on the matter.

» Increase in Trade Receivable Days
The Controlling Officer submitted that the increase in Trade Receivable Days was primarily
driven by substantial provisions for doubtful debts, notably from KCM, amounting to
US$900 million, and Government and water utilities, totalling K2 billion, of which K256
million was expected to be settled by June, 2025. However, the MoFNP had since advised
that the debt swap arrangement would instead be effected in July, 2025.

To enhance revenue recovery, Management had actively engaged customers and instituted
credit action against non-responsive and non-sensitive clients.

The Committee was further informed that the settlement of the KCM legacy debt had been
agreed upon under the KCM Scheme of Arrangement. Additionally, Management had
introduced various debt management mechanisms, including the installation of smart
meters and the implementation of payment plans, aimed at improving collections and
reducing the receivables backlog.
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Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that Management enhances
enforcement of credit control policies, particularly for recurring defaulters, by leveraging
smart metering and automated disconnection tools. The Committee further urges the
Controlling Officer to institute a structured monitoring framework to track recovery
progress of key legacy debts. The Committee also urges the Controlling Officer to engage
the Ministry of Finance and National Planning to ensure the timely implementation of the
debt swap arrangement. In addition, the Committee urges the Controlling Officer to
intensify public awareness and engagement campaigns to encourage timely payment by
customers and reduce future accumulation of arrears. The Committee will await a progress
report on the matter.

» Return on Capital Employed
The Controlling Officer submitted that the deterioration of the Return on Capital Employed
(ROCE) was primarily due to substantial exchange losses and provisions for doubtful debts
over the two years, both of which negatively impacted overall profitability. Additionally,
low revenue generation, arising from on-cost reflective tariffs, further constrained the
Company’s returns.

The Committee was also informed that translation effects of foreign denominated trade
payables contributed to an increase in operating expenses during the period under review,
while the movement of other expenses remained within the expected trends.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to collaborate with the ERB to implement
electricity tariffs that accurately reflect the cost of service in order to improve the
profitability of electricity providers and enhance their return on capital invested in the
energy sector. The Committee will await a progress report on the matter.

d) Operational Matters
i. Failure to Meet Energy Regulation Board Key Performance Indicators
¢ Customer Connections
The Controlling Officer explained that the delays in clearing the customer connection
backlog were primarily due to a shortage of connection materials, which stemmed from
cash flow challenges, as connection fees charged were significantly below market value.

However, following the revision of connection fees and the acquisition of a financing facility
from ABSA and ZANACO banks, ZESCO recorded marked improvements in clearing the
connection backlog. The Committee was informed that as of 31% March, 2025,
Management had successfully cleared the entire customer connection backlog.

As a corrective measure, the Controlling Officer informed the Committee that ZESCO had
outsourced construction works to improve efficiency in the connection process and
accelerate the clearing of the backlog.
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¢ Financial Performance
The Controlling Officer informed the Committee that the continued increase in trade
payables relating to power purchases was mainly driven by the non-cost reflective tariff
regime subsisting during the period under review.

The Committee was further informed that Management had made great effort in ensuring
that the growth of Independent Power Producers (IPP) debt was arrested. The IPP debt had
been reduced significantly from US$1.8 billion in 2021 to US$337 million by end of 2024.
Furthermore, to improve the Current Ratio, Management was in the process of converting
IPP debt from Current Liabilities to long-term liabilities through debt refinancing.

Following approval by the ERB of ZESCQO'’s application for multi-year tariff migration, it
was envisaged that this would contribute towards improved cashflow and working capital.
The Committee was informed that Management was pursuing disposal of redundant assets,
a measure that would contribute towards reduced operational costs from high maintenance.
Further, Management had applied and was awarded a pass-through emergency tariff on
power importation in 2024 to mitigate exposure to high power purchase costs.

o Efficiency
The Committee was informed that poor performance on domestic debt attributed was
largely attributed to the outstanding debt owed by water utilities debt, which stood at K1.1
billion as at end of 2023. However, the Committee was informed that the following
corrective measures set out below had been implemented to address the challenge.

1. The debtor days on domestic debt significantly improved due to a Government
directive to the Ministries and other Government spending agencies to settle
their debts. As a result, current invoices were being paid as they fell due.

11. Active engagement with PSA-migrated clients, which led to the settlement of
outstanding accounts and a gradual improvement in collections.

e Quality-of-Service Key Performance Indicators
The Controlling Officer explained that the underperformance in quality-of-serve indicators
was primarily caused by aged distribution infrastructure and persistent liquidity challenges.
However, as part of ongoing strategic plan initiatives, Management had implemented an
enhanced operations and maintenance regime aimed at improving fault resolution times and
overall system availability.

To further strengthen service delivery, ZESCO had undertaken the following measures:
i. procurement of rapid response vehicles to reduce fault response time;
ii. deployment of a Mobile Workforce Management System to coordmate field teams
efficiently; and
iii. implementation of a Distribution Management System (DMS) to allow for real-time
monitoring and resolution of service complaints and incidences.
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e Safety
The Controlling Officer submitted that while the target for fatalities and injuries was zero,
ZESCO regrettably recorded three fatalities and forty-six Lost Time Injuries during the
period under review.

The Committee was further informed that Management had implemented a series of
measures aimed at ensuring a safe, healthy, and productive work environment, including:

i. enhanced Safety, Health, Environment, and Quality (SHEQ) training for all
personnel working on the system,;

ii. regular SHEQ inspections and compliance audits conducted across the Corporation;

iii. increased SHEQ awareness initiatives, including SHEQ circle meetings and bulletin
publications; and

iv. defensive driving training for staff operating corporate vehicles to mitigate the risk of
road incidents.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to institutionalise the outsourcing of
construction works to enhance efficiency, ensure the timely delivery of customer
connections, and prevent the recurrence of backlogs. The Committee further urges the
Government and the ERB to continue supporting the phased implementation of cost-
reflective tariffs, as a critical step toward ensuring ZESCQ'’s financial sustainability and its
capacity to meet contractual obligations.

In addition, the Controlling Officer is directed to prioritise the replacement and upgrading
of aged distribution infrastructure, and to regularly monitor the effectiveness of the Mobile
Workforce and Distribution Management Systems, to ensure that their impact on service
quality is both measurable and sustained. The Committee also directs the Controlling
Officer to strengthen the enforcement of Safety; Health; Environment; and Quality (SHEQ)
protocols across all operational units; to ensure full compliance with established safety
standards and procedures. The Committee will await a progress report on the matter.

iii. Failure to Achieve Strategic Target — Smart Metering
The Controlling Officer informed the Committee that the delay in achieving the strategic
target for smart metering was primarily due to the late commencement of the smart meter
supply contract, which only became effective in April, 2023. The delay was further
compounded by the prolonged finalisation of the financing agreement, which hindered the
timely rollout of the installation programme.

The Committee was informed that, as of 31 March, 2025, a total of 9,412 smart meters had

been installed, representing 67 per cent of the targeted customers. The installation exercise
was expected to be completed by 30" September, 2025.

155



Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that the smart meter rollout adheres
to the revised timeline, aiming for full implementation by 30" September, 2025. The
Committee will await a progress report on the matter.

iv. Failure to Connect Clients
The Controlling Officer explained that the delays in clearing the customer connection
backlog were primarily due to inadequate connection materials, a situation caused by
cashflow constraints.

The Committee was informed that, following the revision of connection fees and the
acquisition of a financing facility from ABSA and ZANACO banks, there was an
improvement in customer connections. As a result, Management had cleared the entire
backlog of 67,000 connections by 31% March, 2025.

Committee’s Observations and Recommendations

The Committee observes that the failure to connect clients in a timely manner is largely
attributable to structural cashflow challenges stemming from non-cost reflective connection
fees. In this regard, the Committee directs the Controlling Officer to institutionalise the
regular review of connection fees, in consultation with the ERB, to ensure they remain cost-
reflective and financially sustainable. The Controlling Officer is further urged to ensure that
Management develops a customer service charter that outlines clear timelines and standards
for new connections. The Committee will await a progress report on the matter.

v. Non-Vending Clients — Pre-Paid
The Controlling Officer informed the Committee that the issue of non-vending for some
customers, as identified in the audit query, was attributed to the following factors:
e customers migrating to alternative sources of energy;
o demolition of properties; and
e meter bypass by some customers.

The Committee was further informed that intensified inspections of customer premises had
been undertaken to verify that non-vending customers were generally not receiving supply.
Furthermore, Management had increased inspection efforts specifically targeting customers
suspected of meter bypass. In addition, the Revenue Protection Unit continued to
implement the following mitigation activities:

continuous inspections of non-vending service points;
penalising customers found with illegal connections;
continuous replacements of faulty meters;

ongoing decommissioning of service points on demolished; and
continuous rectification of meter bypasses.

I S

Committee’s Observations and Recommendations
The Committee urges the Controlling Officer to intensify the use of technology, such as
smart meters and remote monitoring systems, to detect and prevent meter bypass and non-
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vending activities more effectively. The Controlling Officer is further urged to ensure that
stricter penalties and enforcement actions are applied to deter illegal connections and meter
tampering. In addition, the Committee urges the Controlling Officer to launch customer
awareness campaigns to educate customers on the legal and financial implications of illegal
connections and encourage compliance. The Committee will await a progress report on the
matter.

vi. Interest on Delayed Payment of Invoices on Power Purchase Agreement
The Controlling Officer submitted that Interest on delayed payments was charged on the
Independent Power Producers (IPP) legacy debt. Management had continued to prioritise
payment of current monthly invoices while working on dismantling the legacy IPP debt to
prevent further accumulation.
The Committee was further informed that significant efforts had manifested in the reduction
of the legacy debt from US$1.8 billion in 2021 to a current balance of US$337 million.

Committee’s Observations and Recommendations

The Committee instructs the Controlling Officer to prioritise timely payment of current
invoices to avoid incurring further interest charges. The Committee will await the progress
report on the matter.

vii. Delayed Payments for Water Supply Invoices to Zambezi River Authority
The Controlling Officer submitted that the delayed payments to the Zambezi River
Authority were attributed to liquidity challenges, which were further exacerbated by
uneconomical domestic tariffs.

However, Management had negotiated and entered into a payment plan of US$1 million
per month, aimed at liquidating the legacy balances while continuing to pay current invoices
on time to prevent further accumulation of liabilities.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that Management strictly adheres to
the agreed payment plan, ensuring consistent monthly payments of US$1 million towards
legacy water supply debts and will await a progress report on the matter.

viii.  Failure to Remit Funds into the Energy Regulation Board Strategic Reserve
Fund
The Controlling Officer explained that Management had committed to settle the
outstanding amount of K7.7 million into the Energy Regulation Board (ERB) Strategic
Reserve Fund by 30" June, 2025.

Committee’s Observations and Recommendations

The Committee observes that the outstanding remittance to the ERB Strategic Reserve Fund
represents a financial obligation that has yet to be fulfilled, potentially impacting regulatory
oversight functions. In this regard, the Committee urges the Controlling Officer to ensure
that there 1s timely payment of the outstanding K7.7 million into the ERB Strategic Reserve
Fund by the committed date. The Committee will await a progress report on the matter.
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€) Failure to Remits Statutory obligations

The Controlling Officer explained that Management was current on the remittance of all
ongoing NAPSA statutory obligations. However, regarding legacy statutory remittances,
Management was in the process of finalising reconciliations with NAPSA on certain
employee accounts. This process was intended to facilitate the establishment of a payment
settlement plan to resolve outstanding balances. It was anticipated that the reconciliation
exercise would be completed by 30" June, 2025.

Committee’s Observations and Recommendations

The Committee observes that while Management has maintained compliance with current
NAPSA statutory remittances, the outstanding legacy obligations remain unresolved, posing
a potential risk to the Corporation’s financial standing and employee relations. In this
regard, the Committee urges the Controlling Officer to expedite the reconciliation process
with NAPSA, ensuring that all outstanding legacy statutory obligations are identified and
agreed upon promptly. The Committee resolves to await a progress report on the matter.

3.20 ZSIC GENERAL INSURANCE

3.20.1 Audit Findings

A review of accounting and other records for the Financial Years ended 31% December,
2021, 2022, and 2023 conducted at the ZSIC General Insurance Headquarters and selected
stations revealed the following irregularities to which the Controlling Officer responded as
highlighted below.

a. Annual Performance
i. Failure to Fully Achieve Strategic Plan Objectives

The Controlling Officer submitted that Management was actively working to ensure that all
strategic objectives outlined in the Business Plan for 2024, 2025, and 2026 were achieved. A
detailed description and action matrix had been imbedded in the 2024 to 2026 Strategic
Business Plan to ensure the achievement of the set objectives. The targets would be
monitored quarterly to enable timely corrective action where actual results were lower than
the target.

As at 31 January, the 2023 Pensions and Insurance Authority annual report indicated the
market share retained by ZSIC GI to be at 16.4 per cent.

STATUS UPDATE
STRATEGIC | STRATEGIC | RESULT MANAGEMENT
OBJECTIVE | INITIATIVE RESPONSE
Strengthen the | Increase the 2021 2022 * 208BIT increased by 3%
Financial base | EBIT by not from 2021 to 2022 but
less than 2% PBT 29,255.00 48,192.00 26761¢§;@ined to 3% in 2023,

. i L reflecting a 5% reduction.
Interest  7,607.00 2,710.00 1,656.is shift is directly
attributable to the
transitional impacts of the

158




EBIT 21,648.00 45,482.00

GWP 431,915.00 579,610.00

EBIT

RATIO 5% 8%

Insurance act of 2021 and
24,961HRS 17, which introduced
additional costs for IBNR
and onerous contracts,
amounting to K34 million
and K8 million,
tively.
824’6??;%?tcionally, during this
period, reinsurance ceding
increased as the
coxﬁ%ation took on mega
risks with high ceding
requirements, contributing
to the rise in GWP. Mega
risks such as FSP, FISP,
ZESCO and KCM

Solvency
Margins
98.91% in
2021

100% in 2022
110% in 2023

Achieved in 2021.

The introduction of the Insurance Act of
2022 established a capital adequacy
requirement computation which saw the
following results for the years 2022 and
2023.

2022: 63.7%  SBP Target : 100%
2023: 100.8% SBP Target : 110%

The primary factor for not
achieving the targets was
lower-than-expected
collections, primarily due to
the following accounts:

I. Outstanding GRZ debt of
K21m and K89m in 2022 and
2023.

II. KCM at K51m.

II1. Indeni at K14m.

IV. Stringent over 14-days
broker debt which in non-
admissible when computing
solvency at K20m and K40m
in 2022 and 2023. A problem
which is affecting the industry
at large.

Enhance
customer
satisfaction

Settlement
within 21
days. Reduce
old
outstanding
claims.

Not fully achieved

Management has put in place
strategies to improve
collections to timely meet
obligations such as Claims.
-Proposal for GRZ business to
deposit a 30% initial payment
on written premium and the

rest within the agreed credit
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terms.

-Revised strategy on debt
management e.g. more
stringent payment terms,
cancellations. See attached

Target Not fully achieved Based on the customer survey
positive we achieved 90% positive
comments by comments from customers and
80% customer 70% from brokers. To improve
respondents service to brokers, 2
and by Q4, Relationship Managers have
80% top 10 been appointed.
brokers by Q4 In addition, we have initiated
2023 plans to establish a specialised
unit to manage broker business.
Customer Not fully achieved This has been scheduled to
training for commence in March 2025. The
staff. 100% contract with the service
trained by Q4 provider has been signed.
each year
One product Achieved There were a number of service
or service innovations/ initiatives that
innovation were instituted during the
launched each period including:
year by Q4 1.The establishment of an
Integrated contact centre to
manager all customer queries
from digital channels
2. A Chabot was incorporated
on the website to enhance
customer engagement
3. Two customer Experience
officers — GRZ and Corporate
appointed to improve
customer service and new
business generation
Optimize Not fully achieved (Customer portal not The SMS platform is 100%
utilisation of | working) operational
ICT (SMS, CRM is utilized to track and
CRM, monitor certain customer
Customer queries at the contact centre.
Portal, and Utilization is at 60%. Full
Short code, utilization will be attained
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APP) to
enhance
customer
experience
with
utilisation of
70%, 80%,

when integrated to the core
insurance system

The Short Code was deployed
and is in use - 100%.

The customer Portal was not
launched. It is scheduled to
launch by Q1 2025.

and 95% in The service contract has been
the years signed. User training has
2021, 2022 commenced.

and 2023 The Mobile App is scheduled
respectively. to be launched within 2025.
Perfecting Not achieved as business system not fully | 1. Generation of full set of
bespoke implemented as some aspects remained Financials by the system
information unresolved by the supplier delayed due to changes in the
system that Financial Reporting Standard.

was procured

A separate IFRS 17 calculation
and reporting software has
been procured and
implementation has

commenced. The dry run has
been done and training has
been scheduled within Q1
2025.

2. Identified missing
requirements have been
escalated for implementation
with some currently in User
Acceptance Stage.

Improve
operational
efficiency and
work systems

Automate all
processes that
are currently
manual

Partially achieved. Not all processes that
were planned for automation were
automated

Fully functional.
System has been installed and
undergoing UAT.
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Enhance Not achieved. Adherence was below 50% | All planned 8 compliance
adherence to inspections were executed
operational relating to;
policies and 1- Head Office
procedures 2- Lusaka Branch

3- Woodlands Branch

4- Ndola Branch

5- Kitwe Branch

6- Chingola Sub Branch

7- Livingstone Sub Branch

8- Mazabuka District Office

9- Choma Branch

10- Chipata District Office

11- Petauke Sales Office

12- Kafue Sales Office

13- Kabwe Branch

14- Mkushi District Office
Introduction Not achieved. Change management The engagement of a
of a change strategy was not implemented consultant for the development
management of the change management
policy/strateg strategy to be completed by Q2
y 2025.

Enhance the
staff

Not achieved as the staff performance
management system was not procured.

The performance management
policy has been approved by

performance the Board.

management

and The performance management
monitoring functionality has been
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Enhance
levels of
motivation,
dedication
and
productivity
of the human
capital

system

configured in the system and
undergoing user testing and
training.

Develop and
implement an
effective staff
learning &
development
program

Partially achieved as training was done
but was below target by 25%

The remaining 25% was dealt
with in 2024.

Implement a

Not achieved as salary structure not

Alignment of salary structure

Harmonised harmonised approved by the Board.

Salary Awaiting approval from the

structure Emoluments Commission (EC)
in the year 2024.

Change the Not fully achieved The emoluments commission

organisation gave approval in February 2025

culture and to commence the job

introduce evaluation process.

dynamic The procurement process has

thinking since commenced.

To attain and
maintain an

optimum staff
establishment

Was not fully achieved because twenty
(20) members of staff were retired against
the planned twenty (28)

Out of the 8, one is earmarked
to retire in 2025. The
remaining 7 are still under
consideration as work in
progress.

The procurement process on
the job evaluation has
commenced which will inform
the optimum structure.

Committee’s Observations and Recommendations
The Committee urges the Controlling Officer to caution Management for the failure to fully
achieve the strategic plan objectives. The Committee further urges Management to come up
with the strategic implementation plan to ensure that it implements all strategic objectives
and initiatives that were put in place to achieve the long-term goals and company growth.

The Committee resolves to await a progress report on the matter.

ii.

Budget and Income — K270,738,093
The Controlling Officer informed the Committee that during the period under review, the
Company budgeted to generate income of K1,472,944,907 from fire, accident, motor and
agriculture insurance among others against which amounts totalling K1,743,683,000 were
realised resulting in a positive variance of K270,783,093.
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Committee’s Observations and Recommendations
The Committee notes the positive variance recorded and resolves to close the matter.

b. Financial Analysis

i. Statements of Profit and Loss and Other Comprehensive Income
The Controlling Officer explained that increases in the insurance service expenses,
allocation of reinsurance premiums and net impairment of financial assets were largely
attributed to the growth in revenue recorded year on year from 2021 to 2023. These were
normal business expenses relative to gross written premium as shown in the table below.

GWP
Description (2023 2022 2021 % %
ZMW'000 (ZMW'000 |ZMW'000 Change |Change
22-23 22-21
GWP 824,649 579,611 431,915 42% 34%

Committee’s Observations and Recommendations

The Committee is concerned with the increases in the insurance service expenses, allocation
of reinsurance premiums and net impairment of financial assets and holds the view that
these may adversely affect profits if they persisted. The Committee, therefore, urges the
Controlling Officer to keep the costs under control as a way of maintaining and ensuring
reasonable profits. The Committee resolves to await a progress report on the matter.

e Asset Turnover
The Controlling Officer explained that the inability to meet the Asset Turnover ratio could
be attributed to the high receivables in the balance sheet arising from lower-than-expected
collections on certain accounts, including GRZ and Broker Debt that had the largest portion
of receivables. However, the Company had enhanced strategies to improve collections.
These included:

a) pay as you go;

b) restricting full third-party business to cash only;

c) issuance of credit agreement;

d) demand notices on overdue clients;

€) physical visitation to clients to follow up debt;

f) consideration of cancellation of cover for clients in breach of credit agreements;

g) direct debit transactions;

h) demanding a percentage on premium upfront as initial deposit on credit business;

1) placement of GRZ business to be accompanied by Local Purchase Order and 30
per cent demand as deposit on premium within 30 days and the balance to be
paid within the agreed period; and

j) several modes of premium collections.
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cash

bank transfers

point of sale machines
mobile money

cheque payment

oan o

Furthermore, strategies were in place to grow revenue by at least 12 per cent annually.

Committee’s Observations and Recommendations
The Committee urges the Controlling Officer to ensure that the strategies as stipulated are
implemented without fail and will await a progress report on the matter.

¢ Retention Ratio
The Controlling Officer explained that regarding the on boarding of additional weather
index risks, for example, the Farmer Input Support Programme (FSP) and Sustainable
Agriculture Financing Facility (SAFF), the Company had put strategies in place to increase
risks that were not subject to ceding. These would ensure increased retention. Further, the
retention levels as per the draft 2024 accounts had increased to 42 per cent.

Committee’s Observations and Recommendations
The Committee notes the response and resolves to await a progress report on the matter.

ii. Statement of Financial Position

¢ Failure to Meet Capital Adequacy Requirement Ratio
The Controlling Officer submitted that using organic means, the trend on capital adequacy
requirement had improved as shown below:

2024-Draft 2023 2022
111.4% 100.8% 64%

The Controlling Officer further submitted that the factors that contributed to the failure to meet
Capital Adequacy Requirement Ratio were the stringent regulatory guidance around
collection of broker debt within fourteen days; high receivables, majority of which was GRZ
and brokers; high capital charges on bond guarantees; and high capital charges on owner
occupied property.

The Committee was informed that to improve debt management so as to optimise premium
collections, which would in the long run unlock liquidity and ensure low levels of
receivables, ZISC GI had put in place the strategies set out below.

a) Pay as you go.

b) Restricting full third-party business to cash only.
¢) Issuance of credit agreement.

d) Demand notices on overdue clients
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e) Physical visitation to clients to follow up debt
f) Consideration of cancellation of cover for clients in breach of credit
agreements
g) Direct debit transactions
h) Demanding a percentage on premium upfront as initial deposit on credit
business
1) Placement of GRZ business to be accompanied by Local Purchase Order
(LPO) and 30 per cent demand as deposit on premium within thirty days
and the balance to be paid within 365 days.
7)) Several modes of premium collections
i) Cash
ii) Bank transfers
iii) Point of sale machines
iv) Mobile money
v) Cheque payment

Furthermore, the Company had put in place strategies to issue bonds on a case-by-case
basis. The Regulator had been engaged to review the minimum of fourteen days
requirement on receivables from brokers in the computation of the capital adequacy
requirement. The Committee was informed that the Company had submitted a road map to
the Pensions and Insurance Authority (PIA) on how it intended to achieve the capital
adequacy requirement of 150 per cent by year-end 2025.

Committee’s Observations and Recommendations
The Committee urges the Controlling Officer to ensure that strategies to improve the ratio
are implemented and resolves to await a progress report on the matter.

¢ Failure to Collect Unremitted Premiums from Brokers Inaction against Brokers
The Controlling Officer submitted that the Company lacked a dedicated unit to handle
brokers. However, the Company had initiated plans to establish a specialised unit to
manage broker business.

Committee’s Observations and Recommendations
The Committee urges the Controlling Officer to ensure that Management establishes a
specialised and dedicated unit to manage broker issues and will await a progress report.

c. Compliance with Legislation/Regulation

i. Failure to Collect Premiums and Claims from Reinsurance
The Controlling Officer explained that the failure to collect premiums and claims from
reinsurance was caused by non-receipt of premiums from respective clients such as Konkola
Copper Mine (KCM) and INDENI for onward submission to the reinsurers. The
Committee was further informed that Management had continued to engage relevant
stakeholders to have the debt dismantled with a target period of the second quarter of 2025.
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Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to come up with a debt dismantling plan and
avail supporting documents to the Office of the Auditor General for verification. The
Committee resolves to awaits a progress report.

ii. Failure to Collect Subrogation Fees
The Controlling Officer informed the Committee that Management had constituted a
committee to manage subrogation and it had also solicited for the services of a subrogation
agent.

Committee’s Observations and Recommendations
The Committee resolves to await a progress report on the collection of the outstanding
subrogation fees.

iii.  Failure to Collect Insurance Premiums
The Controlling Officer explained that the failure to collect insurance premiums was caused
by the poor payment culture from the insuring clients, non-availability of premium
financing facilities in the market and delayed settlement from GRZ premiums.

The Committee was informed that ZISC - GI had instituted the following strategies to
ensure optimum debt collection that cut across all types of debtors.

a) pay as you go;

b) restricting full third-party business to cash only;

c) issuance of credit agreement;

d) demand notices on overdue clients;

e) physical visitation to clients to follow up debt;

f) consideration of cancellation of cover for clients in breach of credit
agreements;

g) direct debit transactions;

h) demanding a percentage on premium upfront as initial deposit on credit
business,

1) placement of GRZ business to be accompanied by Local Purchase Order
and 30 per cent demand as deposit on premium within 30 days and the
balance to be paid within 365 days;

j) revised strategy on debt management e.g. more stringent payment terms;

k) a financial institution has been engaged to facilitate the premium
financing options;

1) Management has strengthened the internal credit control unit; and

m) from the K191 million, K47 million has been collected as at February
2025.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that the robust premium collection
measures highlighted yield the desired results and resolves to await a progress report on the
matter.
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iv. Uncompetitive Procurement — Award of Service Level Agreement to Jaques
and Partners Legal Practitioners
The Controlling Officer explained that the audit recommendation had been noted. In future,
where the services of lawyers as debt collectors were required, a no objection will be sought
from ZPPA.

Committee’s Observation and Recommendations

The Committee finds the Controlling Officer’s submission unacceptable. The Committee,
therefore, urges the Controlling Officer to adhere to laid down procedures in the Public
Procurement Act No, 12 of 2008. The Committee further directs that the erring officer(s) should
be disciplined for failure to seek a No Objection from the ZPPA to waiver procurement
processes for this engagement of the Law firm. The Committee resolves to await a progress
report on the matter.

v. Failure to Pay Outstanding Statutory Obligations - ZRA
The Controlling Officer explained that the failure to pay outstanding statutory obligations to
ZRA was as a result of the Company focusing resources on liquidating outstanding legacy
PAYE, which at the time, was K55.8 million to which K20 million was paid as at
December, 2024. Given the limited available liquidity, the plan was still in force to liquidate
the VAT as the next focal payment.

The Committee was informed that the total GRZ debt as at December, 2024 stood at K192
million out of which K81 million had been verified awaiting disbursements from the
Ministry of Finance and National Planning. Management intended to settle 50 per cent of
the outstanding VAT upon receipt of the K81 million. Part of the remaining GRZ
outstanding premium would be sufficient to cover the remaining 50 per cent VAT.

Committee’s Observation and Recommendations

The Committee is concerned with the failure to remit statutory obligations and therefore
urges the Controlling Officer to ensure that statutory obligations are prioritised henceforth.
The Committee resolves to await a progress report on the matter.

vi. Irregular Purchase of Motor Vehicles More Than Ten Years Old
The Controlling Officer explained that the upper limit for the loans was not sufficient due to
the deterioration of the exchange rates. The Committee was informed that the policy was
being reviewed with a view to increasing the upper limit from K150,000 to K300,000 to
enable members of staff be able to afford a vehicle that met the prescribed criteria.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that appropriate disciplinary action
is meted out against the erring officer(s) and documentary evidence submitted for audit
verification. The Committee resolves to await a progress report on the matter.
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d. Other Information
i. Failure to Adopt Information and Communication Technology Standards and
Frameworks

The Controlling Officer explained that at the time, the available budget only catered for
training and was insufficient to cover the full implementation of the governance framework.
The Committee was further informed that Management had obtained Board approval for
the adoption of ITIL and COBIT as governance frameworks in December, 2024 and that
the tender process was underway.

Committee’s Observations and Recommendations

The Committee observes that ZISC GI failed to implement the ICT international
framework or standard. It therefore, urges the Controlling Officer to earmark a budget line
for the implementation of international standards. These standards are important because
they act as a benchmark regarding the performance of the company. The Committee awaits
a progress report on the matter.

ii. Disaster Recovery and Business Continuity
. Failure to Conduct Business Impact Analysis
The Controlling Officer explained that the failure to conduct the business impact analysis
was because of the absence of IT governance framework. The Committee was informed that
Management had adopted both ITIL and COBIT governance frameworks and was in the
process of engaging a consultant to assist in the implementation of the approved governance
frameworks. The business impact assessment would be conducted during the
implementation phase of the project.

Committee’s Observation and Recommendations

The Committee urges the Controlling Officer to ensure that Management expedites the
implementation of the approved IT governance framework and resolves to await a progress
report on the matter.

. Failure to Test Backup Restoration
The Controlling Officer informed the Committee that the failure to test backup restoration
was because of the absence of hardware to support the testing of the backup restoration.

The Committee was further informed that a robust Disaster Recovery, Backup and Business
Continuity appliance had since been procured, installed, tested and commissioned. The
appliance had capabilities for instant recovery and automated backup testing. The appliance
was in LIVE/Production environment after successful User Acceptance Testing (UAT) and
administrator training.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to monitor the effectiveness of the hardware to
ensure that corrective measures yield positive results in testing backup restoration. The
Committee resolves to close the matter subject to audit verification.
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= Use of Unsupported Database
The Controlling Officer explained that the current core system was implemented in 2017
with a forecast period of five years, which had already expired. The Committee was informed
that ZISC GI Management decided to refresh technology through decommissioning the
current system and replacing it with a modern system that was customer centric and up to
date with modern trends such as Artificial Intelligence, Business Analysis, and WhatsApp for
business and customer relationship.

Committee’s Observations and Recommendations
The Committee urges the Controlling Officer to ensure that a modern system is
implemented without undue delay and resolves to await a progress report.

* Failure to Enable Logs on the Zambia State Insurance Corporation - General
Insurance Database - Agent Portal Module
The Controlling Officer explained that the logs were disabled due to disk space challenges
on the server. The Committee was further informed that additional disks had been installed
on the server to increase the storage space. Management had engaged the system provider to
enable the audit logs and delivery would be done in 2025.

Committee’s Observation and Recommendations
The Committee resolves to await a progress report on the matter.

3.21 ZAMBIA STATE INSURANCE CORPORATION - LIFE

3.21.1 Audit Findings

A review of accounting and other records for the Financial Years ended 31* December,
2021, 2022 and 2023 conducted at the Zambia State Insurance Corporation (ZSIC) Life Plc
and selected stations revealed the following irregularities to which the Controlling Officer
submitted as highlighted below.

a. Failure to Achieve Targets in the Strategic Business Plan

The Controlling Officer informed the Committee that the Strategic Business Plan (SBP) was
premised on critical initiatives that bordered on the freeing up of liquidity through the
disposal of some illiquid and underperforming assets.

The Controlling Officer further informed the Committee that the disposal of the properties
was meant to bridge the funding gaps in the operations of the Corporation as the property
did not provide enough available cash through rentals resulting in the negative K31 million
cashflow from operating activities noted in the 2022 financial year. The funding gap slightly
improved in 2023 to negative K2 million cashflows from operating activities. The negative
cashflows resulted into the accumulation of the claims payables and disposal of the
investment properties became a key initiative in the resolution of the cashflow problems of
the Corporation and excess funds after paying claims were going to be invested in
Government securities that give steady coupon payments and a maturity value which would
sustain the cashflow needs of the company.
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The Committee was further informed that, as at the date of reporting, the disposal of two of
the earmarked assets was at offer stage and it was expected that the initiatives under the
grow shareholder value pillar would be achieved going forward. This would address the
grow shareholder value initiatives. Furthermore, the Corporation had undergone some
changes in the SBP period with the Board and key senior managers not being in place to
drive the achievement of the SBP objectives. The Board and Senior Management were in
place and were expected to drive the achievement of the 2024-2026 SBP.

The Committee was informed that the outstanding claims played a role in the negative
perception the customers had on the Corporation. The initiatives stated on the property
disposals were expected to resolve the non-performance noted. The establishment of a call
centre, development of a mobile application and the enhancement of the underwriting
process were other initiatives that had been put in place to address the customer centric
objectives of the SBP.

The Committee learnt that the operational efficiency initiatives related to the intermediary
engagements through digital means, automation, and compliance with regulatory
requirements, but this could not be achieved owing to the funding deficiencies noted above.
Interventions such as the Enterprise Resource Planning (ERP) system and the continuous
capacity building of intermediaries had since been initiated to ensure that operational
excellence was achieved and the system was availed for audit scrutiny. The ERP system had
met the initial specifications. However, there was continuous development.

The productivity and training targets of the human capital development initiatives could not
be met due to the funding deficit. The funds had since been allocated to the human capital
development initiatives in the 2025 budget to address effective human development
objectives.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to expedite the disposal process of the
earmarked investment properties. With the Board and senior Management now in place, the
Committee recommends robust execution of the 2024-2026 Strategic Business Plan. The
Committee further urges the Controlling Officer to prioritise full deployment of the ERP
system and ensure that the allocated funds in the 2025 budget for human capital
development are effectively utilised. The Committee will await a progress report on the
matter.

b. Budget and Income

The Controlling Officer submitted that the failure to meet revenue targets was due to the
negative perception of the Company on the market owing to the claims backlog. The
Company did not have a Board in place during part of the budget period which resulted in
the late finalisation of the 2022 audited financial statements which were a critical document
in the procurement of new business. The Committee was informed that the Board was in
place, the financial statements were ready and all senior management positions had being
filled.
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The Controlling Officer further informed the Committee that this would help to propel the
acquisition of new business and grow the premiums of the Corporation. The negative
perception also led to cancellations of policies which adversely impacted the revenue of the
Company. The Corporation had put a plan in place to dismantle the legacy claims in efforts
to improve the its perception Furthermore, a marketing plan had been developed, which
had key tasks and results.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that there is timely governance
appointments. The Committee further urges the Controlling Officer to ensure that the plan
to dismantle the legacy claims is prioritised, with clear timelines, funding mechanisms, and
regular reporting on the number and value of claims settled to restore public confidence.
The Committee will await a progress report on the matter.

c. Financial Analysis
1. Statement of Profit or Loss and Other Comprehensive Income
o Failure to Declare and Pay Dividends

The Committee was informed that the Corporation did not declare dividends in the period
under review in line with the IDC Group Dividend Policy. The Corporation did not meet
the Regulatory Capital Adequacy Requirements and had working capital challenges which
could not accommodate a dividend payout. The Corporation also had negative profit
reserves prior to the 2023 financial year. This was communicated with the Shareholder at
the Annual General Meeting held to discuss the 2023 financial year performance. The
Committee was informed that the Company would only be able to pay dividends once the
150 per cent capital adequacy requirement was achieved and the working capital position of
the company was positive.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to continue implementing measures aimed at
meeting and sustaining the 150 per cent Regulatory Capital Adequacy Ratio to ensure the
Corporation position itself for future dividend declarations. The Committee further urges
the Controlling Officer to enhance profitability through strategic interventions. The
Committee will await a progress report on the matter.

e High Claims Ratio

The Controlling Officer submitted that the high claims ratio was because of group life
products experiencing high mortalities due to post Covid-19. The Covid-19 pandemic period
also resulted in high claims from the medical line of business. The individual life products
also experienced a lot of cancellations due to economic uncertainties that resulted from the
Covid-19 pandemic. Policies such as Swiftsave and Classic saw the highest claim values on
the individual lines of business. The Committee was further informed that the claims ratio
had noted significant improvement as highlighted by the auditors. The portfolio of products
was being reviewed considering IFRS 17 to ascertain the level of profitability of the current
offering and the determination of a minimum premium to ensure the claims ratio was
within industry standards. Reinsurance had also been put in place to reduce the direct
exposure of the Corporation to high value claims.
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Committee’s Observations and Recommendations

The Committee observes that the Corporation's profitability may be negatively impacted
due to the high claims ratio and urges the controlling officer to take proactive measures to
address the high claims ratio and mitigate its impact on the Corporation's profitability. The
Committee will await a progress report on the matter.

e High Retention Ratio
The Committee was informed that the current reinsurance treaties had been revised and a
new treaty for the medical business had been agreed. Therefore, this was expected to align
the retention ratio with the limits set by the Pensions and Insurance Authority (PTIA). The
revised treaties were available for audit verification.

Committee’s Observations and Recommendations

The Committee notes the Controlling Officer’s response and will await the outcome of the
proposed actions to ensure that the ratio meets the limits set by the Pensions and Insurance
Authority (PTA).

11. Statement of Financial Position
e Failure to Meet Capital Adequacy Requirement Ratio
The Controlling Officer submitted that the Corporation underwent significant changes in
laws and regulations with the introduction of the Insurance Act, No. 38 of 2021 and IFRS 17
which changed how insurance companies computed solvency and the recognition,
measurement, and disclosure of insurance contracts. The Controlling Officer explained that
the new regulations had prescribed assets which were not allowed and had a 25 per cent
drop in the value of property as part of the computation which had negatively impacted the
Corporation as more than 70 per cent of the portfolio was in investment property.

In addition, the Corporation had complied with the defunct solvency requirements in the
repealed Insurance Act, No. 27 of 1997 at the point of the introduction of the new regulations
of the Insurance Act, 2021. The new regulations had increased the capital requirements by
K1.2 billion and the situation ZSIC Life was facing had affected other players in the life
insurance industry. Therefore, a turnaround plan had been drafted and was being
considered by the Shareholder who Management was engaging and initiatives to address the
capital needs of the Corporation were underway.

Additionally, these initiatives bordered on the growth of the revenue, the containment of
expenses, the realignment of the investment portfolio to optimise admissible capital and the
sourcing of capital from the market, which were expected to raise the K1.2 billion required.

Committee’s Observations and Recommendations

The Commuittee is concerned that ZSIC Life has not met the capital adequacy requirement
ratio and may fail to pay its debts when they fall due. The Committee urges the Controlling
Officer to expedite the implementation of the turnaround strategy to address the issue and
will await a progress report on the matter.
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e Asset Turnover Ratio
The Committee was informed that the failure to meet revenue targets that impacted the
asset turnover ratio was due to the negative perception of the Corporation on the market
owing to the claims backlog. The Committee was further informed that the Company did
not have a Board in place during part of the budget period which resulted in the late
finalisation of the 2022 audited financial statements which were a critical document in the
procurement of new business. The Committee learnt that the Board was in place, the
financial statements were current and all senior management positions had been being filled.

The Controlling Officer submitted that this would help to propel the acquisition of new
business and grow the premiums of the Corporation. The negative perception also led to
cancellations of policies which adversely impacted the revenue of the Corporation. The
Company had put a plan in place to dismantle the legacy claims in efforts to improve the
perception of the Company and a marketing plan had been developed which had key tasks
and results.

Committee’s Observations and Recommendations
The Committee notes the Controlling Officer’s response and will await a progress report on
the matter.

e Accounts Receivable Days
The Committee was informed that the Corporation saw a growth in the receivable days in
2023 due to the lack of a debt unit driving the debt collection efforts. Debt recovery and
credit rating procedures had been enhanced to ensure receivables do not fall past due. A task
force of finance and insurance business had been constituted to follow up premium debtors
and ensure premiums were collected.

Committee’s Observations and Recommendations
The Committee notes the Controlling Officer’s response and will await a progress report on
the matter.

d. Operational Matters - Management of Premiums and Claims
i. Failure to Meet Revenue Targets

The Controlling Officer informed the Committee that the failure to meet revenue targets
was due to the negative perception of the Corporation on the market owing to the claims
backlog. The funding gap ZSIC — Life faced in the period under review made it difficult to
pay claims and this worsened the problem of creating new business opportunities. Further,
the Corporation did not have a Board in place during part of the budget period which
resulted in the late finalisation of the 2022 audited financial statements which were a critical
document in the procurement of new business.

The Committee was further informed that the Board was in place, the financial statements
were current and all senior management positions had been being filled. The Committee
heard that the above measures would help to propel the acquisition of new business and
grow the premiums of the Corporation. The negative perception also led to cancellations of
policies which adversely impacted the revenue of the Corporation. The Corporation had put
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in place a plan to dismantle the legacy claims in efforts to improve its perception and a
marketing plan had been developed which had key tasks and results. Further, the
Committee learnt that strategies to improve revenues were underway such as increasing
sales and marketing efforts. The last three years had been impacted by the claims backlog
and initiatives to liquidate the claims backlog were ongoing. Relationships with brokers
were being strengthened to increase business from brokers and a marketing plan had been
put in motion to increase the revenues of the Corporation.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to prioritise and accelerate the clearance of
legacy claims and also ensure that audited financial statements are finalised within statutory
timeframes, going forward. The Committee further stresses that the absence of a Board, as
experienced in the past, should not recur. The Ministry responsible should ensure timely
appointments and uninterrupted governance oversight. The Committee will await a progress
report on the matter.

ii. Failure to Collect Premiums -K37,715,000

The Controlling Officer explained that the Corporation saw a growth in the receivable days
in 2023 due to the lack of a debt unit driving the debt collection efforts. This was further
exacerbated by the Covid-19 pandemic that had caused cashflow issues for the market. In
addition, debt recovery and credit rating procedures had since been enhanced to ensure
receivables did not fall past due. A task force of finance and insurance business had been
constituted to follow up premium debtors and ensure premiums were collected and the
funds collected were being applied towards the settlement of claims.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to establish a permanent debt collection unit
with clear mandates; performance targets; and reporting lines to improve receivables
management. While the task force is a good interim measure, the Committee recommends
integrating its functions into the Corporation’s formal structure to ensure long-term focus on
collections and accountability. The Committee will await a progress report on the matter.

iii. Failure to Avail Claims Policy

The Committee was informed that the failure to avail a claims policy was because there was
no Board in place at the time of the audit. The Pensions and Insurance Authority (PIA)
1ssued market conduct guidelines which stipulated how claims were to be handled and the
Corporation had a complaints procedure in place regarding claims which was being
followed in the period under review. A claims policy which was in line with the regulatory
requirements had since been drafted and was approved by the Board. This was available for
audit scrutiny.

The Committee learnt that the claims ratio had noted significant improvement as
highlighted by the auditors. The portfolio of products was being reviewed considering IFRS
17 to ascertain the level of profitability of the current offering and the determination of a
minimum premium to ensure the claims ratio was within industry standards.
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Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure the full and timely implementation
of the approved claims policy, with regular reviews to maintain alignment with evolving
regulatory requirements and best practices. The Committee further urges the Controlling
Officer to formalise procedures for policy approval in the absence of a Board to avoid future
governance gaps. The Committee will await a progress report on the matter.

iv. Onerous/Loss Making Products
The Committee was informed that the Corporation had experienced high mortality rates in
the aftermath of the Covid-19 pandemic. During the pandemic there was a significant
increase in claims, particularly under the medical line of business. Additionally, the
Corporation faced a high number of policy cancellations in its individual life insurance
products due to the economic uncertainties that followed the pandemic.

The Committee was further informed that among the most affected products were Swiftsave
and Classic, which recorded the highest claim values within the individual lines of business.
The Corporation had initiated a comprehensive review of its product portfolio in line with
IFRS 17 requirements. The review aimed to assess the profitability of the current product
offerings and establish a minimum premium threshold to prevent the underwriting of
onerous or loss-making policies.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to expedite the ongoing review of its insurance
products to ensure alignment with IFRS 17. This will help in accurately assessing the
profitability of each product and avoiding the underwriting of onerous or loss-making
policies. The Committee further urges the Controlling Officer to enhance its claims
monitoring systems to identify emerging risks early and adjust underwriting criteria or
premiums accordingly. The Committee will await an update on the matter.

e. Management of Real Estates

i. Loss Making Properties
The Controlling Officer informed the Committee that the loss making properties were as a
result of the funding challenges the Company was facing during the period that resulted in
deteriorated properties that could not fetch market rentals. The utility prices increased over
time despite the Company’s inability to raise rentals owing to the state of repair of the
properties as per the Rent Act which resulted in the losses noted by the auditors.

The Committee was further informed that these properties had been earmarked for
refurbishment and budget allocation had been made in the 2025 financial year which would
be carried out in a phased manner to provide a basis to increase rentals which would
improve the profitability of the properties. The Committee learnt that the flats at number 30
Kopa Road had been renovated and rentals increased, the property at number 70 Kwacha
Road was disposed of, and Zamsure Sports Complex was being considered for a partnership
to maximise the return on the asset. The Biverks Flats had structural integrity issues owing
to mining activities in Chingola and the tenants had since been vacated.
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Committee’s Observations and Recommendations

The Committee notes the measures being undertaken to address the situation. However, the
Committee urges the Controlling Officer to ensure that the refurbishment programme is
executed without delay and in accordance with the approved budget to restore the revenue-
generating capacity of the properties. The Committee further encourages the Controlling
Officer to undertake a comprehensive review of all properties, with a view to identifying and
disposing of persistently loss-making or non-viable assets. The Committee will await a
progress report on the matter.

ii. Failure to Collect Rent
The Controlling Officer explained that the failure to collect rent was due to shortcomings in
the management of rental receivables. The properties were widely dispersed geographically,
and the limited manpower allocated to real estate operations had to divide their efforts
across tenanting, leasing, and maintenance. This resulted in lapses in rent recovery efforts.

To address these challenges, the following measures had been implemented to improve rent
collection:

o established a dedicated debt collection unit to streamline the recovery process;

o introduced an Electronic Lease Agreement System that restricts lease renewals for
tenants with outstanding arrears; and

o commenced legal action against tenants with high-value rental debts.

Committee’s Observations and Recommendations

The Committee notes the positive steps taken and urges the Controlling Officer to
strengthen monitoring and accountability mechanisms for staff involved in rent collection
and property management. The Committee further urges the Controlling Officer to enhance
stakeholder engagement with tenants to clarify payment expectations and penalties. The
Committee will await a progress report on the matter.

f. Administrative Issues - Fuel without Receipt and Disposal Details

The Committee was informed that the amount spent on fuel of K11.8 million had been
agreed with the auditors to be K2.5 million. The query arose due to Management treating
the fuel as a prepaid expense and not an item of stores that would be subjected to the
provisions cited. The Committee further learnt that the documents to support the
expenditure were available for audit verification and clarity would be sort on whether the
fuel was a stores items subject to the provisions cited in the Public Finance Management Act or
it would fall under the custody of the filling station who was paid to issue the fuels as and
when authorised users made a draw down. The ledger from the filling station was available
for audit scrutiny and the stores ledger would be implemented through the ERP system.

Committee’s Observations and Recommendations

The Committee directs the Controlling Officer, to clarify with the MoFNP on whether or
not fuel procured under drawdown arrangements qualifies as a stores item under the Public
Finance Management Act. The Committee further urges the Controlling Officer to ensure that
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staff working in procurement, accounting, and stores management receive training. The
Committee will await a progress report on the matter.

g. Failure to Remit Statutory Obligations

The Controlling Officer submitted that the arrears were primarily due to a funding deficit
the Company experienced during the Covid-19 pandemic. To address the tax arrears with
the Zambia Revenue Authority (ZRA), the Company entered into a Time to Pay
Agreement (TPA) under which K2 million was being remitted monthly.

Additionally, the Committee was informed that a separate payment plan was negotiated
with the Zambia State Insurance Pension Trust Fund (ZSIPTF), with monthly payments of
K1,058,000 currently being made to curb the accumulation of contribution arrears. Both the
TPA and the ZSIPTF payment plans were available for audit scrutiny.

Committee’s Observations and Recommendations

The Committee recommends that the Controlling Officer should ensure that there is strict
adherence to the agreed payment schedules to avoid penalties or legal enforcement actions
from the ZRA and ZSIPTF. The Committee notes the current payment plans, and urges the
Controlling Officer to ensure that a comprehensive debt management strategy is developed
to prevent recurrence of arrears. The Committee will await a progress report on the matter.

3.22 THE ZAMBIA STATISTICS AGENCY

3.22.1 Audit Findings

An examination of accounting and other records maintained at the Zambia Statistics Agency
(ZamStats) Headquarters and selected stations for the Financial Years ended 31* December,
2021, 2022 and 2023 and the physical inspections revealed the following irregularities to
which the Controlling Officer responded as highlighted below.

a. Budget and Income — K801,474,911

The Controlling Officer submitted that a request was made to the Secretary to the Treasury
to consider providing resources under Head 21 of Ministry of Finance and National
Planning. The decision was made to request for additional resources as the budget was not
adequate to cater for the census of population and housing. Undertaking the census was
important for the country to update its demographic and social economic profile.

In addition, there was a process of mobilising financial support to undertake the census
which was ongoing from 2020. From 2020, the country experienced a financial deficit due to
the COVID-19 pandemic. Therefore, resources could not adequately be mobilised to finance
the census. Further, there was a slow flow of resources from other partners. However, in
2022 the new Government resolved to undertake the census, hence the need to provide the
resources.

The Committee was informed that the Agency’s budgets for the periods under review could
not accommodate the planned activities. In view of this, the Government decided to fund
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part of the earmarked activities under the Ministry of Finance and National Planning -Head
21. The Committee was further informed that the root cause of over funding was insufficient
budget provision under ZamStats to accommodate fund releases for the conduct of the
Census of Population and Housing.

Committee’s Observations and Recommendations
The Committee notes the response and resolves to close the matter, subject to audit
verification.

b. Lack of Strategic Plan

The Controlling Officer explained that the Zambia Statistics Agency, operated under the
umbrella of the Ministry of Finance and National Planning. As such, the Agency relied on
the parent Ministry's strategic plan, which was domesticated into the statistics sector's
strategic aim, goals, and values.

The Controlling Officer further, informed the Committee that at the beginning of 2024, the
Agency had embarked on developing its own strategic plan to prepare for the transformation
of the Institution into a fully autonomous Agency. The Draft Strategic Plan (2025-2026),
aligned to the Eighth National Development Plan (SNDP) had been developed and was set
to be approved by the Agency’s Board of Directors in the first quarter of 2025.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that the Board approves the
Agency's Draft Strategic Plan without further delay. This is to prevent any further delays in
the Agency's operations and to ensure strategic alignment. The Committee will await a
progress report on the matter.

c. Information and Communication Technology Systems

L. Failure to Adopt Information and Communication Technology Standards and

Frameworks

The Controlling Officer explained that ZamStats was transitioning into a fully autonomous
mnstitution. The Committee was further informed that ZamStats had identified and
developed a draft strategic plan that envisioned the implementation of the recommended
Information and Communication Technology (ICT) frameworks and standards, such as the
ISO/IEC Standards for Information Security Management, data governance and metadata
management and Control Objectives for Information and Related Technology (COBIT) for
Information Technology (IT) governance.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to put in place mitigation measures to address
the raised critical ICT issues, while waiting for the ICT framework or standards and the ICT
policy to be approved and operationalised. The Committee will await a progress report on
the matter.
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1l. Lack of Information Technology Strategic Plan
The Controlling Officer explained that at the time of the Audit, only a draft IT Strategic Plan
was available, pending approval. This was due to the transitioning of ZamStats into a fully
autonomous institution.

The Committee was further informed that ZamStats had since developed an ICT Strategic
Plan that included a governance framework for compliance with standards such as ISO
27001 and COBIT. The ICT policy aimed to address the Agency's shortcomings in ICT. By
focusing on IT skills, modernising data infrastructure, and improving data governance and
accessibility, the ICT Department would enhance its capabilities and support the
organisation's strategic objectives.

Committee’s Observations and Recommendations
The Committee directs the Controlling Officer to submit the approved IT Strategic Plan for
audit verification, after which the matter should be closed.

iii. = Lack of Information Technology Steering Committee
The Controlling Officer informed the Committee that the Agency relied on the Statistical
Steering Committee (National Statistical Steering Committee) to oversee the
implementation and monitoring of its ICT projects and activities.

The Committee was further informed that the ICT Steering Committee, had since been
established and was chaired by the Statistician-General of ZamStats. Its members included
representatives from the e-Government Division; the Ministry of Finance and National
Planning; the Ministry of Science and Technology; cooperating partners; an external ICT
expert; and internal division heads of ZamStats from data dissemination, networks and
security, and Human Resource Management Unit.

Committee’s Observations and Recommendations
The Committee notes the response and resolves to close the matter, subject to audit
verification.

iv. Lack of Information and Communication Technology Security Policy
The Controlling Officer explained that at the time of the Audit, only a draft was available
and was pending approval by the Board. Furthermore, ZamStats was transitioning into a
fully autonomous institution hence not having an ICT Security Policy in place.

The Committee was further informed that the ICT Security Policy had been developed and
was a component of the ICT Strategic Plan. The Security Policy had a comprehensive
cybersecurity framework, covering encryption, role-based access control, and regular
security audits, among other measures.

Committee’s Observations and Recommendations

The Committee notes the response and resolves to close the matter, subject to audit
verification.
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d. Accounting and Other Irregularities

i. Misapplication of Funds
The Controlling Officer explained that ZamStats did not present the authority to vary funds
for audit scrutiny at the time of the audit. In 2023, post census activities related to data
processing, analysis and dissemination were underway and at the same time there were
other equally important statistical activities that were being undertaken for which resources
that could not be solely applied to census activities were utilised. The use of these funds was
supported by relevant authorisations.

The Committee was informed that at the time of the audit, authority to vary funds was not
availed for audit scrutiny due to other audits that were taking place at the time. Nonetheless,
ZamStats had sought authority from the Board and the Treasury to vary funds to carry out
other statistical activities.

Committee’s Observations and Recommendations
The Committee resolves to close the matter, subject to audit verification.

ii. Failure to Prepare Bank Reconciliations
The Controlling Officer informed the Committee that at the time of the audit the bank
reconciliations were made available to the auditors. However, the reconciliations were
rejected by the auditors due to errors. The auditors requested to have the bank
reconciliations corrected. Further, the Committee was informed that due to voluminous
transactions, bank reconciliations for the Financial Year ended 31% December, 2022 were
delayed. This was as a result of the factors highlighted below.

e The difference of K1,063,636 related to the funds paid but had not yet been debited
by the bank.

e K71,510,518 and K17,181,458 initially paid out as remunerations were marked
creditors an indication that the funds were received.

Further, the Committee was informed that the amount of K1,063,636 arose due to incorrect
account details provided by enumerators who were eligible to receive allowances, such that
when an instruction for bulk transactions was uploaded on the bank payment platform, for
subsequent crediting to individuals accounts, those individuals whose bank account details
were incorrect, had their funds rejected and ultimately bounced back and reflected on bank
statement as Unpaid Electronic Fund Transfer.

Furthermore, this meant that the affected beneficiaries needed to re-submit bank details,
which were re-uploaded for payment, and in most cases, the re-submissions were also
incorrect, and resulted in more bounced payments. This process increased the workload and
bank charges and delayed clearing of census allowances. Although census payments were
done electronically due to bulky transactions, the reconciliations were prepared manually as
the Agency was still using a manual accounting system which resulted in errors and delays
in preparing bank reconciliations.
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The Controlling Officer further informed the Committee that beneficiaries who resubmitted
correct bank account details had their payments re-uploaded successfully. The Committee
learnt that the Agency had started working on the bank reconciliations to rectify the errors as
observed by the auditors and this exercise was expected to be completed by 30™ June, 2025.
Further, the Agency had requested for additional accounting staff from Ministry of Finance
and National Planning through the Office of the Accountant General to expedite the process
of bank reconciliations.

The Controlling Officer further explained that the payment vouchers for these rejected
payments were initially raised at the time of payment and were recorded in the cashbook.
However, at the time of re transmitting, the rejected payments were supported by a copy of
the bank statement and an upload file. Further, the Committee was informed that though
census payments were done electronically, the accounting part of it was done manually. The
bank would remit payments in a batched format aggregating individually vouched payments
and the aggregated total was what would reflect on the bank statement. This brought about
the difference between the vouched payments which were entered individually in the cash
book.

The Committee was informed that the payment vouchers had been put in batches according
to the aggregated totals reflected on the bank statements, and also the detailed payment
reports generated by the bank. The payment vouchers were available for verification.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to sternly caution Management for failing to
prepare bank reconciliations and to institute disciplinary action against the erring officer(s).
Further, the Committee urges the Controlling Officer to establish strong internal controls
such as regular internal audits and will await a progress report on the matter.

e. Operational Matters

i. 2022 Census of Population and Housing - Use of Accountable Imprest

e Unretired Accountable Imprest
The Controlling Officer explained that the supporting documents for the payment
amounting to K8,813,933 were not availed at the time of audit on account that these
documents were still in the custody of the districts and provinces where the payments were
administered. The Committee was informed that the supporting documents for accountable
imprest amounting K8,813,933 had all been collected from the districts and provinces. The
acquittals indicating payments to enumerators were available for verification.

Furthermore, the Committee was informed that payments were being done in the provinces
and some of the beneficiaries were coming from remote areas hence the delay to acquit the
funds. In addition, the supporting documents for accountable imprest amounting
K8,813,933 had all been collected from the districts and provinces. The acquittals indicating
payments to Enumerators were available for verification.

Committee’s Observations and Recommendations
The Committee resolves to await a progress report on the matter.

182



e Failure to Submit Internal Audit Report to Ministry of Finance and
National Planning
The Controlling Officer submitted that the failure to submit the Internal Audit Report was
attributed to the fact that there were already on-going audits by the Office of the Auditor
General at the time the internal audit was scheduled to be done. Therefore, the Controller of
Internal Audit had been requested to send a team to undertake the audit of imprest for the
census. It was envisaged that the process would be concluded by 2025.

Committee’s Observations and Recommendations
The Committee notes the response and resolves to close the matter, subject to audit
verification.

ii. Failure to Appoint Cashiers Through Accountant General’s Office
The Controlling Officer explained that the supporting documentation on the six out of 116
cashiers identified to serve as cashiers for the census was not availed at the time of the audit.
The documentation had since been retrieved and provided information on the officers
identified from ZamStats headquarters to serve as cashiers.

The Committee was further informed that the appointment of cashiers was enshrined in
Treasury and Financial Management Circulars to the Controlling Officers, which stated
that, MPAs shall submit to the Treasury, through the introductory letter, cashiers’ details for
onward submission to the commercial bank.

The Controlling Officer informed the Committee that the failure to provide supporting
documents was attributed to the non-availability of the document at the time of audit. In
compliance with the Treasury and Financial Management Circular No. 1 of 2020 to the
Controlling Officers, the Agency submitted the names of all accounting officers who were
assigned duties of cashiering to the Office of the Accountant General through an
introductory letter.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to prioritise the audit process and ensure that
all required documents are submitted promptly during audits. The Committee directs the
Controlling Officer to avail supporting documents to the Office of the Auditor General for
audit verification upon which the matter should be closed.

iii. Unaccounted for Funds Meant for Fuel
The Controlling Officer explained that the information to support the payment of fuel
imprest was not available at the time of audit and these payments were being done across
various provinces and districts and therefore, it took time to collect all the information for
consolidation and reconciliation at the centre.

The Committee was further informed that the information was not available for the acquittal
of fuel imprest paid to census field personnel across the country which required sufficient
time to collect, reconcile and consolidate. The Controlling Officer informed the Committee
that documents to acquit the paid fuel had since been retrieved. Further, the Census of
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Population and Housing Activity Reports, to which the said transactions were related, were
compiled and were available for verification. However, the fuel imprest paid out was duly
acquitted, and activity reports were compiled.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that relevant documentation is
availed to the Office of the Auditor General at the time of audits. The Committee resolves to
close the matter subject to audit verification.

f. Procurement and Stores
1. Failure to Award or Execute Recommended Procurements

The Controlling Officer submitted that out of the forty-eight procurements given authority
to proceed by the Procurement Committee, only thirty awards were executed while the
remaining eighteen were not executed due to a prioritisation of supply of essential census
materials. Further, eighteen procurements that were recommended for award were neither
awarded nor executed, and that no evidence of cancellation was availed. The non-execution
of contracts was primarily as a result of the onset of the COVID-19 pandemic, which
necessitated realignment of resources.

The Committee was informed that the authority from the Tender Committee was only valid
for six months. Therefore, the resources that were available in 2023 could not be applied on
the eighteen procurements valued at K97,609,859, whose validity period had expired and
most of the items contained in that procurement were needed during the conduct of the
census in 2022. There was commitment from the Treasury to undertake the census in 2021.
However, the anticipated resources applied for to cover census activities could not be
availed due to other competing national programmes. The Controlling Officer admitted that
the failure to secure authority from the Tender Committee to cancel the contract and inform
the contractors of the intention not to award the contract within the stipulated time was a
regrettable oversight.

The Committee was further informed that although the census was initially planned to be
undertaken in 2020, the process faced significant challenges, resulting in two
postponements: first from 2020 to 2021, and then from 2021 to 2022. Subsequently the
planned procurements to support the census process could not proceed.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that future procurement
terminations or cancellations strictly adhere to the Public Procurement Act, No. 8 of 2020. The
Committee will await a progress report on the matter.

ii. Failure to Execute Procurements That Were Deferred
The Controlling Officer submitted that it was regrettable that evidence to show that the
Procurement Committee cancelled and deferred procurement proceedings was not provided.
However, alternative measures were deployed to achieve the intended outcomes without the
originally planned items to address this gap. The Committee was further informed that the
Agency had leveraged on existing resources and sought innovative solutions to ensure that
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key activities could still be executed effectively. Therefore, the K43,102,400 budgeted for the
five procurements remained unspent.

The Controlling Officer informed the Committee that the postponement of the census on
more than two occasions, rendered some of the materials irrelevant. In view of this, the
Controlling Officer assured the Committee that going forward, all deferred procurements
would be communicated to the Procurement Committee for authorisation.

Committee’s Observations and Recommendations
The Committee notes the response and resolves to close the matter, subject to audit
verification.

iii. Engagement of Suppliers without Clearance from the Attorney General

The Controlling Officer submitted that it was regrettable that evidence to show that
clearance from the Attorney General was obtained, could not be availed at the time of the
audits. The Controlling Officer further submitted that what necessitated this was the
misfiling of documents since the Agency was being audited for the second time for the same
financial year. The Controlling Officer stated that the Agency had successfully retrieved all
procurement-related documents, including the Attorney General’s contract clearance
documents.

Committee’s Observations and Recommendations

The Committee notes the response and resolves to close the matter, subject to audit
verification.

iv. Contract Between ZamStats and Rapidus Sourcing Africa Limited
» Failure to Avail Procurement Records
The Controlling Officer informed the Committee that the failure to avail procurement
records was due to misfiling of documents considering that the Agency was being audited
for the second time for the same financial year ending periods. The Committee was further
informed that the Agency had since retrieved all procurement-related documents, including
the Attorney General’s contract clearance documents.

Committee’s Observations and Recommendations
The Committee resolves to close the matter, subject to audit verification.

e Recommendation for Termination of Contract
The Controlling Officer informed the Committee that the contract was terminated and the
matter was before the Courts of Arbitration.

Committee’s Observations and Recommendations
The Committee will await the outcome of the arbitration process.

e Contract Price above the Budgeted Amount
The Controlling Officer explained that the Agency had sought contract clearance for funds
from the Secretary to the Treasury to spend K55,125,000. Further, the contract award was
within 25 per cent of the allowable variation from budget estimate, as required by law.
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Furthermore, the Committee was informed that this was attributed to the difference between
the budgeted amount and the contract price. The Committee was further informed that the
Agency had sought contract clearance for funds from the Secretary to the Treasury.

Committee’s Observations and Recommendations

The Committee expresses concern that the Agency entered into a contract that exceeded
the allocated budget. The Committee directs the Controlling Officer to avoid such situations
in the future. The Committee recommends that the Controlling Officer should caution the
Agency to avoid such situations in the future as it risks over committing the Government
unnecessarily. The Committee resolves to close the matter, subject to audit verification.

e Failure to Carry out a Due Diligence
The Controlling Officer explained that Rapidus Sourcing Africa Limited, was an authorised
partner for the supply and distribution of Mobile Device Management Software. However,
the contract had been terminated, and the matter was currently before the Courts of
Arbitration.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to enforce disciplinary action against the
officer(s) who failed to conduct due diligence, leading to financial irregularities, and avail
supporting documents for audit verification. Further, the Committee resolves to await a
progress report on the outcome of the arbitration process.

e Failure to Avail a Statement of Requirements
The Controlling Officer explained that the contract had been terminated, and the matter was
before the Courts of Arbitration.However, the statement of requirements was part of the
solicitation document.

Committee’s Observations and Recommendations
The Committee resolves to await the outcome of the arbitration process.

¢ Failure to Seek Technical Advice
The Controlling Officer explained that the Agency had a fully-fledged IT Unit with expertise
in Information and Communication Technology. The unit had successfully supported
previous survey initiatives, such as the 2021 ZAMPHIA, where Mobile Device Management
(MDM) was effectively deployed. The Committee was further informed that the contract
was terminated, and the matter was before the Courts of Law.

Committee’s Observations and Recommendations
The Committee resolves to await the outcome of the Court process.

e Demand for Payment by Rapidus Sourcing Africa Limited
The Controlling Officer submitted that the contract between Rapidus Sourcing Africa
Limited and ZamStats was terminated and that the matter was before the Courts of
Arbitration.
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Committee’s Observations and Recommendations
The Committee resolves to await for the outcome of the arbitration process.

v. Failure to Maintain a Complete Asset Register

o Failure to Indicate Location of Assets
The Controlling Officer submitted that the location of the assets was not indicated in the
Asset Register at the time of the audit because it was not updated. The Committee was
further informed that the Agency had updated the Asset Register to include the missing
information.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to ensure that Management enhances its asset
management practices to avoid recurrence of the query. The Committee further directs the
Controlling Officer to ensure that documentary evidence is submitted to the Auditor
General for verification, subject to which the matter should be closed.

e Unaccounted for Tablets
The Controlling Officer informed the Committee that the five tablets were not presented to
the auditors because they malfunctioned at delivery and were returned to the supplier.
However, the five tablets had been returned by the supplier and had since been inscribed
and included in the Asset Register. The tablets were available for physical verification.

Committee’s Observations and Recommendations
The Committee directs the Controlling Officer to ensure that documentary evidence is
submitted to the Auditor General for verification subject to which the matter should be
closed.

e Failure to Inscribe Assets
The Controlling Officer submitted that the bar code readers and Chromecasts were not
inscribed with the Government inscription because these items were small in nature.
However, asset bar code labels were created and stuck on the Chromecasts and the Bar
Code Scanners for identification and tracking purposes. The Committee was further
informed that the solar power banks, tablets, and suitcases were all inscribed.

In addition, the Agency had procured an Asset Tracking System which was used to capture
assets received and assets issued out. The Assets Tracking System was operational and
maintained the stores' records and reflected balances on each store's item. The Committee
was informed that the Agency had begun placing bin cards in the storage room.

Committee’s Observations and Recommendations
The Committee notes the response and resolves to close the matter, subject to audit
verification.

vi. Failure to Maintain an Asset Register
The Controlling Officer explained that the Asset Register indicating the acquired 400 motor
bikes and 13000 hercules bicycles, which was in soft copy, had been printed and was
available for verification. The Committee was further informed that the Asset Register was
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not updated at the time of audit. However, the Agency had updated it to include the missing
information.

Committee’s Observations and Recommendations
The Committee notes the response and resolves to close the matter, subject to audit
verification.

vii. Unaccounted for Computers
The Controlling Officer submitted that it was regrettable that disposal details were not
presented for audit scrutiny at the time of the audit. However, the documents indicating
disposal details for the 90 desktops and 40 laptops acquired, was available for verification.
He further informed the Committee that at the time of audit, the disposal documents were
incomplete.

Committee’s Observations and Recommendations
The Committee notes the response and resolves to close the matter, subject to audit
verification.

g. Census Recruitment Management

1. Claim of Unpaid Allowances
The Controlling Officer explained that the payments to census field personnel were made
through bank accounts, which led to some enumerators providing incorrect bank account
details. The Committee was informed that Management had conducted a validation process
in collaboration with regional offices, and as of 28™ February, 2025 all outstanding
allowances had been paid.

Committee’s Observations and Recommendations
The Committee notes the response and resolves to close the matter, subject to audit
verification.

11. Census Allowances
¢ Double Payment of Enumerator Allowances
The Controlling Officer informed the Committee that double payments arose from manual
capturing of beneficiaries’ personal and bank details, which led to human errors. The
Committee was further informed that the process to recover over payments was in progress
at the time of the audit. The over payment recovery rate was at 28 per cent, and efforts were
being made to recover them in full. Furthermore, the Agency had collected deposit slips for
the recovered amounts with clear narrations of the purpose of the deposit from the regional
offices where refunds were being deposited.

Committee’s Observations and Recommendations

The Committee urges the Controlling Officer to recover the remaining amounts without
delay and avail supporting documents to the Auditor General for verification and will await
a progress report on the matter.
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*  Questionable Use of Single National Registration Cards
The Controlling Officer explained that the double entry of NRCs arose from manual
capturing of enumerators’ NRCs details, which led to human errors.The Committee was
further informed that the payflexi platform used to pay the enumerator allowances did not
contain any provision for the NRC when paying allowances and no enumerator was paid
twice as a result of the use of shared NRCs.The payment schedules contained bank account
numbers, therefore the NRCs were not part of the process.

The Committee was further informed that this was attributed to human error and
voluminous transactions which were time bound within the census date. In view of this, the
Agency had engaged census coordinators to provide correct NRCs for the enumerators. Out
of four provinces where NRCs were duplicated, two provinces had submitted correct NRCs.

Committee’s Observations and Recommendations
The Committee urges the Controlling Officer to ensure that the remaining provinces submit
the correct NRCs and will await a progress report on the matter.

h. Management of Assets - Failure to Acquire Title Deeds

The Controlling Officer explained that the Agency was engaging relevant authorities to
ensure that title deeds were secured.

Committee’s Observations and Recommendations

The Committee expressed concern at the failure by the Agency to acquire title deeds and
urges the Controlling Officer to ensure that title deeds for all properties are acquired to
avoid potential disputes and loss of assets. The Committee will await a progress report on
the matter.

3.23 AUDITOR GENERAL’S RECOMMENDATIONS ON THE AUDIT REPORT

a. Auditor General’s Comments

The Auditor General recommended that the Boards of Directors for the Industrial
Development Corporation (IDC) subsidiaries must ensure that financial reports are
prepared and audited annually in compliance with the principles of increased transparency
and accountability.

Submission by the Secretary to Treasury

The Secretary to the Treasury submitted that to ensure full compliance, IDC had included
the timely preparation of audited financial statements in the Performance Management
Contracts (PMCs) signed with the Subsidiary Boards of Directors as a Key Performance
Indicator (KPI). In addition, vacancies in key positions in the Finance Departments,
absence of boards and non-appointment of auditors were all being addressed, which would
further address this challenge.

Additionally, the Treasury had strengthened the State-Owned Enterprises (SOEs)
performance monitoring through the implementation of two strategies namely: Revised
SOE Policy and the Monitoring and Supervisory Guidelines which were both approved in
2024. These two documents had resulted in the first ever 2024 Consolidated Annual Report
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for all SOE and this would be an annual activity. Arising from this, all SOEs were required
to submit their annual reports with audited financial reports for each financial year to the
Treasury for this activity to take place.

Committee’s Observations and Recommendations

The Committee urges the Secretary to the Treasury to ensure that the IDC strictly enforces
the timely submission of audited financial statements as outlined in their Project
Management Contracts (PMCs). This aligns with legal requirements and aims to improve
financial management and reporting practices within the IDC group. The Committee
further urges the Treasury and the IDC to expedite the filling of critical finance positions,
appointment of Boards, and engagement of auditors in all subsidiaries to remove
operational bottlenecks affecting financial reporting. The Committee will await a progress
report on the matter.

b. Auditor General’s Comments

The Auditor General recommended that the Boards of Directors for the IDC subsidiaries
must implement effective cost-cutting measures to improve financial performance and drive
profitability.

Submission by the Secretary to Treasury

The Secretary to the Treasury informed the Committee that there were Performance
Management Contracts (PMCs) signed with the Boards of Directors of the IDC subsidiaries
with annual targets for cost containment focusing mainly on administrative and human
capital expenses. The attainment of the targets was monitored through semi-annual
engagements with the Boards and Management of subsidiaries.

For SOEs outside the IDC framework, a pilot PMC rollout was underway, involving the
following companies:

Zambia Airports Corporation

Zampost

TAZAMA

National Savings and Credit Bank

Zambia Credit and Guarantee

Zambia Education and Publishing House
Public Service Microfinance Company
Zambia National Broadcasting Corporation
National Housing Authority

WOk W=

These PMCs were to be signed by April, 2025 between the Ministry of Finance and
National Planning and respective Board Chairpersons.

Regarding under-capitalisation, the Treasury was promoting financing through Strategic
Equity Partners (SEPs) as demonstrated by the Industrial Resource Holdings’ investment in
Mopani Copper Mines. This model had provided recapitalisation, market access, and
technical expertise.
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In addition, the Committee was informed that the Treasury had initiated the drafting of a
new State-Owned Enterprises Act to strengthen the legal and regulatory framework for
SOEs. The legislation had reached the Cabinet Memorandum stage, pending consideration
and possible approval.

Committee’s Observations and Recommendations

The Committee directs the IDC and the MoFNP to strictly monitor compliance with cost-
cutting targets in Performance Management Contracts (PMCs), with consequences for
failure to meet agreed benchmarks. The Committee urges the Treasury to ensure that the
State-Owned Enterprises Act is prioritised for approval and enactment, as it is essential for
creating a unified and enforceable governance, accountability, and performance framework
for all SOEs. The Committee will await a progress report on the matter.

c. Auditor General’s Comments

The Auditor General recommended that the performance of all the Boards of Directors in
the IDC subsidiaries should be evaluated at the end of their first period of appointment or
mid-term and the renewal of contracts should be based on performance.

Submission by the Secretary to Treasury

The Secretary to the Treasury submitted that the IDC had implemented a performance
system framework to monitor the performance of the Boards of Directors. Under this
framework, all Boards of Directors signed Performance Management Contracts (PMCs)
with the IDC. Under this framework, the performance of all the Boards of Directors of the
IDC subsidiaries was evaluated against the PMCs semi-annually and the renewal of Board
tenure was primarily based on the outcomes of the annual performance reviews.

Regarding the SOE’s that were not under the IDC, the Treasury was rolling out a pilot
PMCs involving ten companies as earlier alluded to. Failure to meet the set targets in the
PMCs would result in, among other things, non-renewal of contracts since these were
performance-based contracts. The severity of the action taken would depend on among
other things, the percentage of meeting the targets in the contracts. The Committee was
informed that SOEs would be submitting progress reports on the implementation of key
milestones in the contracts every six months and an annual review would be carried out at
the end of each year.

Committee’s Observations and Recommendations

The Committee urges the IDC and the Treasury to formalise the requirement that all Board
appointments and renewals be strictly based on Performance Management Contracts
(PMCs), performance evaluations, which should be codified in the relevant governance
frameworks or legislation. The Committee further urges the Treasury to ensure that
independent evaluators are involved in the annual performance review process to strengthen
objectivity, fairness, and credibility of assessments. The Committee will await a progress
report on the matter.
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d. Auditor General’s Comments

The Auditor General recommended that the Management of the IDC subsidiaries must
ensure that weaknesses in Information Technology governance issues identified in the audit
report are urgently addressed to enhance the ability of the affected entities to execute their
mandates effectively.

Submission by the Secretary to Treasury

The Secretary to the Treasury submitted that in order to strengthen the Information
Technology governance, the affected IDC subsidiary (Zambia Daily Mail) had drafted its
Information and Communication Technology (ICT) Policy scheduled to be submitted for
approval to its Board of Directors not later than 30™ June, 2025. The policy had outlined an
implementation programme on governance framework, software management, and ICT
security.

Further, the Committee was informed that to enhance the effectiveness with which SOEs
were operating, entities such as Zambia National Broadcasting Corporation (ZNBC),
National Savings and Credit Bank (NATSAVE) and Public Service Microfinance Company
(PSMFC) Limited were up scaling the usage of ICT platforms to enhance financial
inclusion and expand customers’ base. Furthermore, Zambia Postal Services Corporation
(ZAMPOST) was migrating towards e-commerce in order for them to remain competitive.

Committee’s Observations and Recommendations

The Committee urges the Treasury to ensure that the IDC subsidiaries, especially Zambia
Daily Mail, prioritise the approval and roll-out of their ICT governance frameworks. The
Boards must ensure that timelines are met and implementation is properly monitored. The
Committee further urges the IDC, in collaboration with the Treasury, to develop and
disseminate a standard ICT governance framework for all subsidiaries and SOEs to ensure
consistency in policy formulation and implementation. The Committee will await a progress
report on the matter.

e. Auditor General’s Comments

The Auditor General recommended that the Management of the IDC should address the
internal control weaknesses identified in this report to enhance systems and protect assets.
The controls included putting in place strong investment policies to avert the acquisition of
non-performing assets.

Submission by the Secretary to Treasury

The Secretary to the Treasury explained that the internal control weaknesses identified in
the report had been addressed following the constitution of the relevant Board committees
and the Board of Directors resolutions to constitute an internal audit function for the
affected subsidiary.

Further, the Committee was informed that the Treasury had ensured that the Government

was represented on all Boards of Directors for SOEs and the SOE’s were subjected to audit
by the Auditor-General, Controller of Internal Audit or any other auditors appointed by the
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Secretary to the Treasury to carry out special audits in such SOE’s. This provided for a
monitoring mechanism for compliance by SOEs.

Committee’s Observations and Recommendations

The Committee urges the Secretary to the Treasury to ensure that the IDC finalises and
enforces a standardised Investment Policy Framework for all subsidiaries to guide
acquisition decisions, including due diligence, risk assessment, Return on Investment (ROI)
criteria, and exit strategies. The Committee further directs the Treasury to ensure that all
SOEs have active and trained Audit and Risk Committees that provide independent
oversight of internal controls, financial reporting, and investment practices. The Committee
will await a progress report on the matter.

f. Auditor General’s Comments

The Auditor General recommended that the appointing authorities must always ensure that
statutory institutions had functional Boards of Directors to strengthen corporate
governance.

Submission by the Secretary to Treasury

The Secretary to the Treasury explained that in ensuring that Boards of Directors were
appointed and in place for all the Statutory Corporations, the Treasury had created a
database to enhance information management and timely appointment of Boards of
Directors. The Revised 2024 SOE Policy had also provided for the procedure and
timeframe for the timely appointment of Boards of Directors. With this intervention in
place, going forward, no SOE will run without a Board of Directors in place. Additionally,
the Committee was informed that the Treasury was in the process of enacting legislation
which would further strengthen corporate governance by embedding therein the
appointment of an independent, skilled, transparent and accountable Board.

Committee’s Observations and Recommendations

The Committee observes that the absence or delayed appointment of Boards of Directors
has historically undermined governance, strategic oversight, and accountability in Statutory
Institutions. In this regard, the Committee urges the Treasury to ensure that the
appointment timelines outlined in the Revised 2024 State-Owned Enterprises Policy are
strictly adhered to, and that no SOE should operate without an active and functional Board.
The Committee is further directing that the proposed State-Owned Enterprises Bill should
be urgently finalised and enacted into law to provide a strong legal foundation for
transparent, merit-based, and accountable Board appointments. The Committee will await a
progress report on the matter.

g. Auditor General’s Comments

The Auditor General recommended that the Management of the Local Authorities
Superannuation Fund must ensure the speedy revision of the Local Authorities Superannuation
Fund Act to address issues that are affecting the performance of the Fund.
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Submission by the Secretary to Treasury

The Secretary to the Treasury explained that Cabinet gave approval in principle for the
revision of the Local Authorities Superannuation Fund Act on 30™ January, 2025. In there, a
directive was made to harmonise all pension reforms at the same time given that the Acts
for various pension funds were being amended. To this end, the revision of the pension
reforms and Acts were being spearheaded by the Emoluments Commission and meetings
for scrutinising and harmonising the amendments of Acts between NAPSA, LASF, PSPF
and PIA had been going on and the process was at an advanced stage. The Treasury
envisaged that the Bills would be presented in Parliament in June, 2025.

Committee’s Observations and Recommendations
The Committee notes the response and will await a progress report on the matter.

h. Auditor General’s Comments
The Auditor General recommended that all matters bordering on impropriety should be
acted upon as provided for in the Public Finance Management Act, No. 1 of 2018.

Submission by the Secretary to Treasury

The Committee was informed that the Treasury, through the various Boards of Directors
and line ministries, was ensuring that punitive measures were taken against erring officer(s).
The Committee was further informed that parastatals such as the Zambia Daily Mail were
acting against erring officers.

Committee’s Observations and Recommendations

The Committee urges the Treasury to ensure that all Controlling Officers and Boards of
Directors must rigorously apply the Public Finance Management Act, No. 1 of 2018 provisions
for all confirmed cases of financial impropriety, without exception or delay. The Committee
will await a progress report on the matter.

PART III

4.0 LOCAL TOUR TO LUSAKA; CENTRAL; LUAPULA; AND COPPERBELT
PROVINCES

The Committee undertook verification tours of selected institutions in Lusaka; Central,
Luapula; and Copperbelt Provinces, as part of its Programme of Work for the Fourth
Session of the Thirteenth National Assembly. This was in order to appreciate the
operational dynamics; financial accountability; and corporate governance of Water Utility
Companies, as well as pension management and higher learning institutions. The
Committee was further making follow-ups on outstanding matters from the Report of the
Auditor General on the Accounts of Water and Sanitation Companies for the Financial
Year Ended 31* December, 2020 and the Report of the Auditor General on Parastatal
Bodies and Statutory Institutions for the Financial Year Ended 31* December, 2020 - 2023.
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The institutions visited included the National Water Supply and Sanitation Council
(NWASCO), Local Authorities Superannuation Fund (LASF), Kwame Nkrumah
University, Mulungushi University, Luapula Water and Sanitation Company (LpWSC),
Indeni Energy Company, Workers’ Compensation Fund Control Board (WCFCB), Kafubu
Water and Sanitation Company Limited (KWSC), and Mulonga Water and Sanitation
Company (MWSC).

The findings of the Committee are set out below.

1. Water Utilities
i. Non-Revenue Water

The Committee learnt that one of the major challenges facing water utilities in Zambia, was
high Non-Revenue Water (NRW) levels ranging from 38 per cent (Mulonga) to 74 per cent
(Luapula), far above the NWASCO benchmark of 25 per cent. The high NRW was
attributed to dilapidated infrastructure in a number of service providers; lack of streamlined
measuring approaches; failure to achieve universal metering; lack of dedicated units in
service providers to address NRW; weak oversight on organisational NRW targets; and
inadequately skilled human resources to manage NRW.

Committee’s Observations and Recommendations

The Committee observes that the NRW level of 74 per cent is excessively high and
continues to contribute to significant revenue loss. It further notes with concern that no
tangible efforts have been made by Commercial Utilities (CUs) to address this challenge.
The Committee, therefore, urges the CUs to urgently implement measures aimed at
reducing NRW and placing it on a positive trajectory towards meeting the NWASCO
benchmark of 25 per cent or below. Additionally, the Committee calls on the CUs to
expedite the completion of the necessary procurement processes to enable timely access to
NRW funds under the infrastructure vote of the Ministry of Water Development and
Sanitation. The Committee will await a progress report on the matter.

ii. Tariff Adjustments
The Committee was informed that CUs continued to face challenges in setting cost
reflective tariffs that were essential for recovering operational and maintenance costs;
expanding infrastructure; and maintaining water quality. This challenge was compounded
by the need to keep tariffs affordable, especially for low-income households. The last tariff
adjustment was in 2020, and no upward tariff adjustments had been made since, as the
Government’s position on the matter was still being awaited.

Committee’s Observations and Recommendations

The Committee observes that NWASCO has been unable to revise water tariffs since 2019
due to a legal opinion by the Auditor General, which questioned the legal authority
responsible for approving tariff adjustments. This lack of clarity has hindered the Council’s
ability to ensure cost-reflective tariffs, which are essential for the sustainability of water
utility operations. In this regard, the Committee urges the Government to urgently review
and amend the Water Supply and Sanitation Act, No. 28 of 1997, to clearly mandate NWASCO
as the authority responsible for approving water tariffs.
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iii. Vandalism and Theft of Water and Sanitation Installations Such As Water Meters
and Manhole Covers
The Committee was informed that vandalism and theft of key infrastructure such as water
meters and manhole covers were significant challenges for water utilities. This problem
negatively impacted the sustainability of water and sanitation services. The Committee
further learnt that NWASCO was collaborating with local authorities through community
engagements to address the problem.

Committee’s Observations and Recommendations

The Committee urges NWASCO and CUs to utilise technology such as smart metering
options, to improve efficiency, transparency, and service delivery within the water and
sanitation sector. The Committee, further urges NWASCO to strengthen community
sensitisation and public awareness campaigns, to build a sense of ownership and awareness
of the social and health benefits of protecting water and sanitation infrastructure. The
Committee will await a progress report on the matter.

iv. Metering Ratio
The Committee learnt that CUs were operating with low metering ratios, falling short of the
NWASCO benchmark of 100 per cent. Specifically:

e LpWSC failed to incorporate metering plans for new connections under the
Integrated Small Towns Water Supply and Sanitation Programme (ISTWSSP);

e MWSC had a metering ratio of 88.7 per cent as at 31% December, 2024; and

e« KWSC had a metering ratio of 77.4 per cent as at 31* December, 2024.

The Committee observed that the metering ratio was a critical indicator for controlling
NRW and ensuring accurate billing and revenue collection.

Committee’s Observations and Recommendations

The Committee observes that the low metering ratios among CUs contribute significantly to
high levels of commercial NRW and lost revenue opportunities. The failure to plan for
metering in newly implemented water infrastructure projects undermines operational
efficiency. The Committee, therefore, urges CUs to prioritise the improvement of metering
coverage to meet the 100 per cent NWASCO benchmark. The Committee further urges
CUs to ensure that all new water supply connections are metered under ongoing and future
infrastructure development programmes and will await progress reports on the matter.

v. Maintenance of Infrastructure at Mulonga Water and Sanitation Company
The Committee was informed that the Company’s Kantanshi Zonal Office, was an old
building that had developed leakages in the roof and the building was not secured, as it had
not been fenced, with the maintenance crew’s office only secured by a grill door.

Committee’s Observations and Recommendations

The Committee urges the MWSC to come up with a maintenance plan commensurate with
their current resources in order to avoid complete dilapidation of its assets. The Committee
awaits a progress report on the matter.
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vi. Governance - Lack of Board of Directors at Mulonga Water and Sanitation
Company and Kafubu Water and Sanitation Company
The Committee learnt that MWSC and KWSC had no Board of Directors in place to
provide strategic oversight and policy direction, following the expiry of the previous Board’s
tenure d earlier in the year. The new Board had not yet been constituted at the time of the
Committee’s visit.

Committee’s Observations and Recommendations

The Committee observes, with concern, the absence of the Board of Directors at MWSC
and KWSC, which undermines effective corporate governance, decision making, and
accountability. The Committee, therefore, urges the Ministry of Water Development and
Sanitation to expedite the appointment of a new Boards of Directors. The Committee will
await progress reports on the matter.

vii.  Poor state of properties at Kafubu Water and Sanitation Company
The Committee learnt that the Company owned thirty-nine residential houses at Kafubu
Dam. A physical inspection carried out on 28™August, 2021, revealed that the houses were
dilapidated with most of them having serious defects. Further, the Company was not
regularly maintaining its water and sanitation infrastructure.

Committee’s Observations and Recommendations

The Committee urges KWSC to develop and implement a comprehensive maintenance and
rehabilitation plan for the residential houses and associated water and sanitation
infrastructure at Kafubu Dam. The Committee will await a progress report on the matter.

2. The Local Authorities Superannuation Fund

i. Legislative Reforms
The Committee was informed that in a significant step toward reforming pension
administration and strengthening Zambia’s pension system, the Minister of Local
Government and Rural Development, unveiled the newly appointed Board of Directors for
LASF on 8™ April, 2025.

Committee’s Observations and Recommendations

The Committee observes that LASF has been undergoing legislative reforms, specifically,
amendments to the Local Authorities Superannuation Fund (Amendment) Act, No. 8 of 2015,
which includes revising the accrual rate of retirement benefits and commutation factors, and
providing for related matters. These reforms are intended to address financial sustainability
challenges and improve pension administration.

While the Committee appreciates the work that has been done so far, it urges the
Government to expedite the revision of the Local Authorities Superannuation Fund
(Amendment) Act, No. 8 of 2015, that will see the on board of new members and increase the
contribution base of LASF that has been declining, while the pensioners have increased.
This will ensure sustainable growth of the Fund and its efforts to provide income
replacement for the retiring workforce. The Committee, further urges LASF to be
innovative in its investments in order not to completely rely on members contributions as
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the Fund has a responsibility to grow its capital position. The Committee will await a
progress report on the matter.

3. Mulungushi and Kwame Nkrumah Universities
i. Inadequate Student Accommodation and Limited Office Space

The Committee was informed that Mulungushi University continued to face challenges in
the management of its infrastructure. The Committee learnt that on 1* January, 2015 the
Ministry of Higher Education engaged Covec (Z) Limited to construct 6 x 4 storey student
hostels at the University at a contract sum of K128,689,712, with a contract duration of
forty months ending on 1% April, 2018. Furthermore, the Committee was informed by the
Treasury and the Ministry of Education that funds to complete the stalled works had been
disbursed and received. However, the Committee was dismayed to observe that, despite the
availability of funding, construction works had not commenced at the time of its oversight
visit to the University.

The Committee was further informed that the Kwame Nkrumah University was
experiencing a shortage of office space for staff and a deficit of approximately 2,500 bed
spaces for student accommodation. This constraint was expected to be alleviated upon
completion of ongoing infrastructure development projects.

Committee’s Observations and Recommendations

In light of the persistent infrastructure challenges at Mulungushi and Kwame Nkrumah
Universities, the Committee urges the Government to ensure that project funds meant for
the construction of student hostels at Mulungushi University are urgently remitted directly
to the University to facilitate timely execution of the works. The Committee further urges
University Management to immediately engage the contractor, Covec (Z) Limited, to
commence construction without further delay. Additionally, the Committee urges the
Ministry of Education to prioritise the completion of ongoing infrastructure development
projects at Kwame Nkrumah University in order to address the critical shortage of office
space and the deficit of student accommodation. The Committee will await progress reports
from both institutions.

ii. Legacy Debt
The Committee was informed that Kwame Nkrumah University was burdened with a
historical Pay-As-You-Earn (PAYE) tax liability amounting to K16.3 million, owed to the
ZRA. The Committee further learnt that the University Council, through the Ministry of
Education, had engaged the MoFNP with the aim of negotiating a debt swap arrangement.
This 1initiative was intended to liquidate the liability in a sustainable manner and relieve the
University of the long-standing financial burden.

Committee’s Observations and Recommendations

The Committee urges the MoFNP to expedite the conclusion of the proposed debt swap
arrangement in order to resolve the legacy PAYE liability. The Committee further urges the
Ministry of Education to provide continued support to the University in addressing this
financial constraint. The Committee will await a progress report on the matter.
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iii. Revenue Generation Measures
The Committee was informed that Kwame Nkrumah University utilised several revenue
generation measures, including the acquisition of the South East Campus and a farm in
Serenje. These initiatives were part of a broader strategy to diversify income streams and
enhance the University's financial sustainability.

Committee’s Observations and Recommendations

The Committee observes that the University has a scattered approach to projects. The
Committee is of the view that that a focused approach on a single project would be more
beneficial to the University. The Committee urges the University to be cautious in the way it
operates as it risks over trading. The Committee, further urges the Board to prioritise
existing projects rather than engaging in new ones and will await a progress report on the
matter.

4. INDENI Energy Company Limited

i. Legacy Debt
The Committee was informed that the Company continued to carry financial liabilities
inherited from its previous operations as a refinery.

Committee’s Observations and Recommendations

The Committee urges the Government to urgently develop and implement a sustainable
debt restructuring and clearance plan. The Committee further urges Indeni and IDC to
explore alternative financing mechanisms to improve liquidity and awaits a progress report
on the matter

ii. Pipeline Limitations and Inadequate Infrastructure
The Committee was informed that TAZAMA pipeline’s limited capacity (3,600 cubic
meters per day) was below national low-sulphur diesel demand (4,500 cubic meters per
day). The Committee was further informed that poor internal road networks and
deteriorating regional rail systems had negatively impacted the timely delivery of products,
thereby disrupting supply chains and operational efficiency.

Committee’s Observations and Recommendations

The Committee urges the IDC, as the primary shareholder, to facilitate high-level
coordination among stakeholders, including TAZAMA Pipeline, ZESCO, ZRA, and the
Ministry of Energy, to ensure alignment of infrastructure and policy frameworks that will
enable Indeni to function as a regional fuel distribution hub. The Committee awaits a
progress report on the matter.

iii. Outdated Loading Facilities
The Committee learnt that the Company’s infrastructure was originally designed for refining
activities, which had resulted in limited and inefficient loading capabilities for its current
marketing operations.

199



Committee’s Observations and Recommendations

The Committee observes that prior to its transformation, Indeni invested over US$2 million
in a catalytic converter intended for refining operations. This asset now lies idle following
the closure of the refinery. The Committee urges Government and the IDC to devise a long-
term strategy that allows for the reintroduction of refining operations alongside the current
oil marketing business. This dual model could enhance energy security and create a more
balanced operational structure. The Committee awaits a progress report on the matter.

5. Workers’ Compensation Fund Control Board

i. Premium-Based System
The Committee was informed that WCFCB relied on a premium-based system for
financing. Employers paid annual assessments to the WCFCB, based on their payroll and
the number of workers employed. These assessments, collected through premium payments,
were the primary source of funding for the Board to cover worker compensation claims and
administrative expenses.

Committee’s Observations and Recommendations

The Committee urges the Government to expedite the review of the WCFCB financing
model to ensure its financial stability and effectiveness in providing benefits to workers. This
review should focus on aligning the financing model with the Government's agenda for
social security services and enhancing the WCFCB's ability to fulfil its mandate. The
Committee awaits a progress report on the matter.

ii. Lack of Board of Directors
The Committee was informed that the Company currently had no Board of Directors in
place to provide strategic direction, as the previous Board’s tenure ended in February. 2025.

Committee’s Observations and Recommendations

The Committee urges the Ministry of Labour and Social Security to expedite the
appointment of a new Board of Directors to ensure effective governance and strategic
oversight of the Company. The Committee will await a progress on the matter.

iii. Legislative Reforms
The Committee was informed that the WCFCB lacked extensive coverage as the informal
sector and public service, which accounted for most of the workforce were not covered by
the scheme.

Committee’s Observations and Recommendations

The Committee urges the Government to expedite legislative input regarding the WCFCB
to ensure its effective operation and alignment with the government’s social security agenda.
This is crucial for improving benefits for injured or diseased workers and ensuring
compliance with the Workers’ Compensation Act, No. 10 of 1999. The Committee awaits a
progress report on the matter.
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FOREIGN TOUR

The Committee undertook a benchmarking tour to Kenya, from 18™ to 25" May, 2025. The
purpose of the tour was to share experiences and best practices regarding the mandate,
structure and operations with its counter-part Committee at the National Assembly of
Kenya. Further, the tour was meant for Members to appreciate the relationship between the
Committee and the Office of the Auditor-General and the mechanisms in place for fostering
accountability between the Committee and the National Treasury in Kenya. Furthermore,
the tour was meant for the Committee to appreciate the systems and processes for follow-up
on the Committee’s recommendations to the Executive.

During the tour, the Committee interacted with the Clerk of the National Assembly of
Kenya, the Public Investment Committee - Social Services, Agriculture and Administration,
the National Treasury - Directorate of Public Investments and Portfolio Management,
Office of the Auditor General, the Inspectorate of State Corporation, and the Kenya
Development Corporation.

1. Presentation by the Clerk of the National Assembly of Kenya, Mr Samuel Njoroge
The Committee was informed that the Parliament of Kenya was bicameral, consisting of
two Houses, the National Assembly and the Senate. The Committee was further informed
that the Kenyan Parliament assigned mandates and structures to specific Committees to
manage the business of the House. This was meant to ensure that the Legislature performed
its functions efficiently and effectively.

Furthermore, the Committee was informed that the Parliament of Kenya assigned specific
mandates to specialised committees to enhance oversight. Kenya had 374 State-Owned
Corporations, overseen by three specialised committees namely:

i.  Public Investments Committee on Governance and Education,;
ii.  Public Investments Committee on Social Services Administration and
Agriculture; and
iii.  Public Investments Committee on Commercial - Affairs and Energy.

The above segmentation allowed for focused scrutiny, leveraging committee members’
expertise to ensure thorough oversight and informed policy recommendations.

2. The Public Investments Committee on Social Services, Administration and
Agriculture
The Committee was informed that the Public Investments Committee on Social Services,
Agriculture and Administration was one of the six watchdog committees established under
the National Assembly Standing Order 206B. This Committee examined the working of
public investments based on their audited reports and accounts. It was mandated to —
i. examine the reports and accounts of public investments;
ii. examine the reports, if any, of the Auditor General on public investments; and
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iii. examine, in the context of the autonomy and efficiency of public investments,
whether the affairs of the public investments are being managed in accordance with
sound financial or business principles and prudent commercial practices.

The Committee was further informed that the Public Investments Committee on Social
Services, Agriculture and Administration comprised fifteen Members. The Chairperson was
elected from among Members of the Committee belonging to a party not in the National
Government. To ensure efficiency in parliamentary oversight, the Committee was
supported by a secretariat comprising eleven members of staff.

3. The National Treasury, Directorate of Public Investments and Portfolio Management
The Committee was informed that the National Treasury derived its mandate from Article
225 (1) of the Constitution of Kenya, 2010, which stated that an Act of Parliament shall
provide for the establishment, functions and responsibilities of the National Treasury whose
provision shall be actualised in the Public Finance Management Act, 2012 and the Cabinet
Secretary (Incorporation) Act, Chapter 101 of the Laws of Kenya, among others.

The Committee was further informed that the National Treasury comprised six Directorates
namely: Public Debt Management, Public Investment and Portfolio Management,
Accounting Services and Quality Assurance, Budget, Fiscal and Economic Affairs,
Administrative and Support Services and Public Private Partnership.

The Directorate of Public Investment and Portfolio Management was organised into the
following four Technical Departments each headed by a director: Government Investment
and Public Enterprises; National Assets and Liabilities Management; Pensions Department;
and Public Investment Management (PIM) Unit.

3.1  Role of the National Treasury with Respect to State Corporations

The Committee was informed that the Treasury, in fulfilling its responsibility of overseeing
the Government’s Public Investment Policy, carried out this mandate through the
Directorate of Public Investment and Portfolio Management. Within this Directorate, the
Public Investment Management (PIM) Department, established at the National Treasury in
2018, was one of the key departments. The PIM Department was mandated to standardise
project cycle management and to support national and county governments, including state
corporations, in the effective identification, planning, and prioritisation of public investment
projects, headed by a Director General, reporting to the Principal Secretary.

The Committee was further informed that the Government Investments and Public
Enterprises (GIPE) Department on behalf of the Cabinet Secretary/National Treasury
exercised the oversight and ownership functions in state corporations and other
Government investments.

3.2  The Role of the National Treasury in Financial Oversight of State Corporations

The Committee was informed that the National Treasury was responsible for the control
and management of public finances following appropriation by Parliament. In this regard,
all State Corporations in Kenya were not permitted to incur any expenditure unless such
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expenditure had been approved by both the respective Line Ministry and the National
Treasury. This requirement was grounded in the Public Finance Management Act and the State
Corporations Act.

The Committee was informed that the National Treasury played a central role in executing
the ownership function over state corporations and other Government investments. This
function was carried out in collaboration with respective line ministries and encompassed
oversight of public finance, policy formulation, and financial management.

The National Treasury was responsible for the approval of annual budget proposals,
corporate plans, and other strategic initiatives of state corporations, in consultation with the
line ministries. Additionally, the Treasury handled approvals related to financing
agreements, borrowings, direct Government loans, and on-lent loans to state corporations.
It also reviewed and evaluated annual audited financial reports and assessed the
performance of state corporations against their annual targets. The National Treasury also
prepared statutory reports in respect of Government investments, which included annual
consolidated public investment Report to the National Assembly.

3.3 State Corporations Budgeting

The Committee was informed that the Treasury had developed a Government Investment
Management Information System (GIMIS), which was a Web Based Application, accessible
online through the internet and supported by the latest Relational Database Management
System (RDMS). It served as a central database for State Corporations, enabling them to
submit annual and revised budgets for review, analysis, and concurrence by the National
Treasury.

3.4  State Corporation Reforms and Legislative Updates

The Committee was informed that to enhance corporate governance and accountability and
thereby improve the performance of Government Owned Enterprises (GOEs), the
Government of Kenya had introduced the Government Owned Enterprises Bill, 2024. The
proposed legal framework drew lessons from Kenya'’s experience and sought to re-establish
a comprehensive legal and ownership regime aimed at strengthening the performance of
GOEs. The Bill aimed to position the Government of Kenya as an informed yet non-
intrusive owner, while providing a structured approach for assigning public service
obligations without compromising the commercial viability of GOEs.

3.5  Government Investment Regulation

The Committee was informed that, in 2021, the National Treasury adopted the Strategy for
improving the financial and operational oversight of state corporations. This strategic move
was deemed necessary considering the increasing fiscal pressures posed by state
corporations. These entities had become a significant drain on the Exchequer and a source
of contingent liabilities and other fiscal risks over time. Such risks undermined the
Government’s fiscal space and diminished its capacity to adequately finance essential public
services.
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3.6  Detailed Financial Evaluations on Selected Fifty State Owned Enterprises in Kenya

In 2024, the National Treasury undertook detailed financial evaluations of 50 selected State-
Owned Enterprises (SOEs), utilising a customised version of the IMF Financial Health
Check Tool. The objective of this exercise was to strengthen the financial sustainability and
operational efficiency of SOEs.

4. Office of the Auditor General of Kenya

The Committee was informed that the Office of the Auditor General (OAG) was the
Supreme Audit Institution (SAI) of Kenya established under Article 229 of the Constitution
of Kenya. Its mandate was to carry out audit of all public entities. The Office was further
governed by the Public Audit Act, No. 24 of 2015, which explained further the powers and
responsibilities of the Supreme Audit Institution of Kenya and its operations.

i. Relationship with Parliament
The Committee was informed that the Office of the Auditor General submitted its reports to
Parliament and relevant County Assemblies in accordance with Article 229(7) of the
Constitution, with Parliament and County Assemblies required to deliberate and take
necessary action. Consequently, the Office of the Auditor General had a very special
relationship with the legislative arm of Government as the major consumer of its reports.

The Committee was further informed that the Office of the Auditor General valued its
relationship with the Legislature and always endeavoured to improve it. To achieve this, the
Office had created a full directorate known as Legislative Relations Office (LRO) dedicated
to managing the relationship.

11. Mandate of the Legislative Relations Office
The LRO was mandated to manage the relationship between the OAG with the National
Assembly; represent the Auditor General in oversight committees; enhance capacity of
oversight committees so that they were able to understand audit reports and, therefore,
improve their ability to provide oversight to the Executive; give technical support to
legislative oversight committees; and provide lead in follow-up of status of audit
recommendations from oversight committees.

iii. Support to the National Assembly
The Committee was informed that to ensure the audit services improved the lives and
livelthood of Kenyans, the OAG provided technical support to oversight committees
whenever they deliberated on the audit reports. The Auditor-General was always
represented in all the oversight committee meetings deliberating on the reports. Further, the
OAG provided technical support to the committees whenever they were preparing their
reports to ensure recommendations address audit concerns.

iv. Follow-up of Audit Recommendations by the Legislature
The Committee was informed that in the OAG’s Strategic Plan 2021-26, the Auditor
General aimed to position the Office for greater relevance and credibility to stakeholders.
This would be achieved by sustaining stakeholders’ interest in the audit services resulting in
a greater impact. Stakeholders’ interest would only be sustained if they were impressed and
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the audit services had an impact on improving the livelthoods of Kenyans through
recommendations emanating from the audit process.

The Committee was further informed that to ensure recommendations emanating from
audit reports were implemented, the OAG had developed and implemented a framework
for tracking and reporting on the status of implementation of audit recommendations both
by the OAG and the Legislature. The OAG tracked and reported on whether Management
had implemented recommendations for the legislature to take further remedial action.
Further, the Framework had been operationalised by including a chapter on follow-up of
audit recommendations in the Financial and Compliance audit manual.

5. The Inspectorate of State Corporation

The Committee was informed that the Office of the Inspectorate of State Corporation was
established under the State Corporation Act, Chapter 446 of the Laws of Kenya. The Office was
headed by the Inspector General (Corporations) and was currently overseeing over 280
operational State Corporations which were the engine for driving Kenya’s economy and
achievement of the Vision 2030. The Office was committed to professionalism and
objectivity by its staff in the promotion of good corporate governance in state corporations
for enhanced service delivery.

The Committee was further informed that the Inspectorate reported periodically to Cabinet
Secretaries on the management practices and performance of state corporations under their
respective ministries. In addition, the Inspectorate was required to report any cases of
misappropriation or financial irregularities within state corporations to the Auditor-General,
thereby reinforcing transparency and public accountability.

The Inspectorate of State Corporations performed essential investigative, oversight, and
advisory functions, as detailed below.

e Conducted special investigations into the operations of any state corporation upon
request by the Auditor-General or the State Corporations Advisory Committee
(SCACQ).

o Exercised the authority to surcharge officers or Board members found culpable for
financial losses in State Corporations, thereby enforcing personal accountability.

e Authorised to inspect books, records, returns, and documents of State-Owned
Corporations.

e Empowered to enter and inspect premises of any SOC and attend Board or
Committee meetings to ensure governance standards are upheld and regulatory
compliance is observed.

o Attended Parliamentary engagement sessions of the Public Investments Committee
(PIC) and followed up on the implementation of its recommendations.

e Served as a member of the State Corporations Advisory Committee (SCAC), where
it offered technical advice on performance and governance matters.

e Participated in the Inter-Agency Forum (IAF) and the Kenya Leadership and
Integrity Forum (KLIF) to support national efforts in combating corruption and
promoting integrity in public service.
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The Committee was further informed that the surcharge and restitution function of the
Inspectorate had proven to be an effective tool in deterring mis-governance in State
Corporations. Since its operationalisation in 1988, the Inspectorate had restituted more than
KES 2 billion. Furthermore, as of the reporting period, there was an active legal portfolio of
surcharge matters totalling approximately KES 100 million, pending resolution.

6. The Kenya Development Corporation Limited

The Committee was informed that the Kenya Development Corporation (KDC) Limited
was a Development Finance Institution which was established on 27" November, 2020 by
merging the operations of the Industrial and Commercial Development Corporation,
Tourism Finance Corporation and IDB Capital Limited.

The Committee was further informed that KDC with a total asset base of US$308 million
was a national development finance institution operating under the State Department for
Investments and was wholly owned by the Government of Kenya. KDC’s mandate was to
promote sustainable economic development by providing long-term financing.
Consequently, KDC was mandated to play a catalytic role in Kenya’s socio-economic
development by providing long-term financing and other financial, investment and business
advisory services. Therefore, KDC played an important role in addressing critical gaps for
long-term funding that could not be met by commercial banks in target sectors in Kenya and
elsewhere.

The significant socio-economic impact of KDC through its various interventions across key
sectors included:

1. community empowerment and employment creation;
1. support for the manufacturing sector;

1ii. promotion of startups and innovation;

1v. support for SMEs and local industries;

v. equity capital participation;

vi. loans and guarantees;

vii. Government advisory role; and

viil. parliamentary oversight.

Committee’s Observations and Recommendations

1.  The Committee observes that Kenya has a strong legal framework for overseeing State-
Owned Enterprises (SOEs). In this regard, the Committee recommends for the
amendment of the current law to incorporate the robust oversight mechanism found in
Kenya.

2. The Committee observes that Kenya has a Government Investment Management
Information System (GIMIS) which enables SOEs to submit annual and revised
budgets for review and analysis. In this regard, the Committee urges the Government
to come up with a similar information system.

3. The Committee observes that the Inspectorate of State Corporations in Kenya ensures
governance and operational efficiency in SOEs through investigations, surcharges and
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collaboration with anti-corruption agencies. The Committee urges the Government to
establish an independent Inspectorate of State Corporations in Zambia, with a
mandate to oversee governance and operational efficiency of SOEs.

4. The Committee observes that Kenya has a National Development Finance Institution
(DFI) which is mandated to provide development finance, infrastructure support, and
business advisory services to strategic sectors. In light of this, the Committee urges the
Government to prioritise the establishment of a National Development Finance.

CONCLUSION

Transparency and accountability in the management of public resources remain critical to
Zambia’s quest to improve service delivery and foster sustainable economic growth. The
Report of the Auditor General on the Accounts of Parastatal Bodies and Other Statutory
Institutions for the Financial Year Ended 31% December, 2023 was conducted in accordance
with the provisions of Article 250 of the Constitution of Zambia (Amendment) Act No. 2 of 2016,
the Public Audit Act No. 13 of 1994, the Public Finance Management Act No. 1 of 2018, and the
International Standards for Supreme Audit Institutions (ISSAls). The Report highlights
significant matters relating to the management and financial performance of selected
Parastatal Bodies and other Statutory Institutions. These include weaknesses in corporate
governance, failure to prepare and audit financial statements, poor management of loans,
pension funds and contracts, as well as deficiencies in internal control systems.

In view of the foregoing, the Committee is confident that the observations and
recommendations contained in this Report will be favourably considered and effectively
implemented by the Executive, in the best interest of the Zambian people.

We have the honour to be, Madam Speaker, the Committee on Parastatal Bodies, mandated
to consider the Report of the Auditor General on the Accounts of Parastatal Bodies and
Other Statutory Institutions for the Financial Year Ended 31% December, 2023.

July, 2025
CHAIRPERSON LUSAKA
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Appendix I — List of National Assembly Officials

1.
ii.

iii.
1v.

V.

vi.

Mr Stephen Chiwota, Director — Financial Committees

Mrs Angela Banda, Deputy Director — Financial Committees

Mr Charles Chishimba, Senior Committee Clerk — Financial Committees
Ms Carol Ndoti, Committee Clerk

Ms Anita Mulale, Administrative Assistant

Mr Muyembi Kantumoya, Parliamentary Messenger
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Appendix II — List of Witnesses

1.

il.

111.
1v.

V.

V.
Vil.
Viil.
iX.

X.

X1.
Xii.
X1ii.
X1V.
XV.
XVI.
XVil.
XVIil.
X1X.
XX.
XXI.
XX1l.
XX1il.
XX1V.
XXV.
XXVI.
XXVil.
XXVIil.
XXIX.

Ministry of Finance and National Planning
Ministry of Health

Ministry of Labour and Social Security
Ministry of Education

Ministry of Local Government and Rural Development
Ministry of Technology and Science

Ministry of Tourism

Citizens Economic Empowerment Commission
Industrial Development Corporation

Levy Mwanawasa Medical University

Local Authorities Superannuation Fund
Mukuba Hotel Limited

National Pension Scheme Authority
Mulungushi University

National Heritage Conservation Commission
National Housing Authority

National Road Fund Agency

Nitrogen Chemicals of Zambia

Superior Milling Company Limited

Zambia Airports Corporation Limited

Zambia Cargo and Logistics Limited

Zambia Telecommunications Corporation Limited
Zambia Postal Services Corporation

Zambia Agency for Persons with Disabilities
Zambia Daily Mail Limited

ZESCO Limited

ZSIC General Insurance

Zambia State Insurance Corporation — Life

The Zambia Statistics Agency
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