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Definition of Internal Control

The Turnbull Report, first published in 1999 had 

this definition on Internal Control and its scope as 

follows: 

 “The policies, processes, tasks, behaviours and 

other aspects of an organisation that taken 

together:
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Definition (Cont’d)

Facilitate effective operation by enabling it to 

respond in an appropriate manner to significant  

business, operational, financial, compliance and 

other risks to achieve its objectives.  This 

includes safeguarding of assets and ensuring 

that liabilities are identified and managed.
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Definition (Cont’d)

Ensure the quality of internal and external 
reporting, which in turn requires the 
maintenance of proper records and processes 
that generate a flow of timely, relevant and 
reliable information from both internal and 
external sources.

Ensure compliance with applicable laws and 
regulations and also with internal policies.
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Efficient conduct of business controls help 

ensure that processes and operations flow 

smoothly.

Safeguarding assets – controls should be in 

place to ensure assets are used for their rightful 

purposes and are not exposed to misuse or 

theft.
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Preventing and detecting fraud and other 
unlawful acts.

Controls must be capable of addressing 

these:-

- Completeness and accuracy of financial 
records.

- Financial records which are unreliable are not 
capable of giving accurate financial 
statements.

- Timely preparation of financial statements.
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COSO Framework

The Committee of Sponsoring Organisations of

the Treadway Commission (COSO) in

1992,developed a model for evaluating internal

controls. The model has been accepted as the

generally accepted framework for internal

control and is recognised as the standard

against which organisations measure the

effectiveness of their systems of internal control.
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 In an effective internal control system there are five
components which work to support the achievement
of an entity’s mission, strategies and related
business objectives. The components are as
follows:-

- Control Environment

- Risk management

- Control activities

- Information and communication

-Monitoring
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Control Environment 

 Is the foundation for the entire internal control system.

 Provides the discipline and structure as well as the 
climate which influences the overall quality of internal 
control.

 It has overall influences on how strategy and objectives 
are established, and control activities are structured.

 Sets the tone of an organization, influencing the control 
consciousness of its staff. 
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Control Environment 

Elements of control environment are :

The personal and professional integrity and 
ethical values of management and staff.

Commitment to competence

The “tone at the top” (i.e. management’s 
philosophy and operating style);

Organisational structure;

Human resource policies and practices
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Risk Assessment
Is the process of identifying and analysing relevant 

risks to the achievement of the entity’s objectives 
and determining the appropriate response.

Involves:

Risk identification

Risk evaluation.

Risks are constantly changing hence need to keep 
assessing risks – a continuous process.

Modify internal control to address changing risks. 
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Control Activities
Are the policies and procedures established 

to address risks and to achieve the entity’s 
objectives.

To be effective, they must be appropriate, 
function consistently according to plan 
throughout the period, and be cost effective, 
comprehensive, reasonable and directly relate 
to the control objectives.

Control activities occur throughout the 
organisation, at all levels and in all functions.
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Control Activities
 They include a range of detective and preventive 

control activities as diverse, for example, as :
Authorization and approval procedures;
 Segregation of duties;
Controls over access to resources and records;
 Verifications;
 Reconciliations;
 Reviews of operating performance
 Reviews of operations, processes and activities;
 Supervision. 
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Information and Communication
 Information – A precondition for reliable and 

relevant information is the prompt recording 
and proper classification of transactions and 
events 

Timely communication to the right people
 Information systems: produce reports that 

contain operational, financial and non-
financial , and compliance-related 
information and that make it possible to run 
and control the operation.
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Information and Communication

 Communication: communication should flow down, 
across, and up the organisation, throughout all 
components and the entire structure.

 All personnel should receive a clear message from 
top management that control responsibilities should 
be taken seriously.

 They should understand their own role in the internal 
control system, as well as how their individual 
activities relate to the work of others.

 There also needs to be effective communication with 
external parties. 
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Monitoring
 Internal control systems should be monitored to 

assess the quality of the system’s  performance 
over time.

Accomplished through routine activities, separate 
evaluations or a combination of both.

 (1) Ongoing monitoring includes regular 
management and supervisory activities, and 
other actions personnel take in performing their 
duties.

 (ii) Separate evaluations: scope and frequency of 
this depends on an assessment of risks and the 
effectiveness of ongoing monitoring procedures.
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Besides the COSO framework, there is another 

framework or model called the “Three lines of 

defence”. These lines are as follows:-

1. First Line of Defence

This is provided by front line staff and 

operational management.  The systems, 

internal controls, the control environment and 

culture developed and implemented by the 

business units is vital in anticipating and 

managing operational risks. 
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The second line of defence comes from the risk 

management and compliance functions.  These 

are the functions that are responsible for 

oversight, tools, systems and  advice given to 

support the first line in identifying, managing and 

monitoring risks.   
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This  is provided by internal audit function.  
This function gives a level of independent 
assurance that the risk management and 
internal control framework is working as 
designed.
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 In some jurisdictions, external audit has been 

coined as the fourth line of defence. 
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 Internal control is not the panacea for a 
functioning organisation.  It only provides 
reasonable but not absolute assurance that the 
objectives of an organisation will be met.  
Reasonable assurance implies a high degree of 
assurance but which is constrained by costs 
where they outweigh the benefits of establishing 
incremental control procedures .  Effectiveness of 
internal controls can be negatively impacted by 
management overriding those controls as well as 
collusion within the organisation.
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 It does not always follow that it is an organisation 

which has weak or no controls that fails to meet its 

performance objectives. Failure to meet 

operational and strategic objectives may depend 

on factors outside the enterprise such as 

competition or technological innovation. 
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Ladies and gentlemen, my task this morning is to 

share with you the state of internal controls in the 

Government of Zimbabwe from an audit 

perspective. I know most of you have had the 

opportunity to read some of my audit reports from 

various publications over the years, and the issue 

of internal controls has always been topical. 
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 As a result of weak internal controls, the following 
findings have been perennially featured in my annual 
reports:

- Inadequate or poor corporate governance which 
manifests in various forms such as 
- inadequate record keeping
-Inadequate asset management
-Inadequate revenue control systems
- exceeding expenditure limits
- absence of payroll reconciliations
- etc
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 According to my annual audit reports , some public 

entities have gone for long periods without a full board 

complement and without filling some key management 

posts such as chief executives, finance directors etc.  

This compromises the quality of decisions made and 

subsequently inhibits the organisation from meeting its 

target performance objectives. This could partly explain 

why some entities have underperformed in the past. 

Until 2017, most ministries did not have audit 

committees  .  
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 Internal auditors used to report direct to the 

Accounting Officer/Permanent Secretary who 

happens to be the Chief Executive Officer of the 

Ministry.  The independence of the internal auditor 

was compromised and consequently the control 

environment was not strong.
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Most public entities have corporate /strategic 

plans as well as objectives.  The same goes for 

ministries in central government. However what 

could be lagging behind and needs attention is the 

annual updates of the strategic plans.
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Most public entities now have in place risk 

policies.  However, there are few that have risk 

implementation strategies in place.  In central 

government, there are few ministries that have 

developed risk policies and risk implementation 

strategies.  As a result, responses to risks tend to 

be reactive as opposed to being proactive
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 In order to manage its activities, the public 

sector has issued a number of policies in 

accounting, administration, personnel 

management etc. In accounting, government 

has an accounting manual which aids 

accounting staff in their day to day work.  There 

are also Treasury Instructions which guide staff 

on how to account for revenue, government 

assets and expenditure. 
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The Treasury Instructions were issued when the 

accounting system in government was all 

manual.  Now the system is automated and has 

been so for more than ten years. This means 

that the accounting transactions have been 

prone to errors in the absence of guiding 

accounting instructions.  However, the updating 

of Treasury Instructions and the attendant 

accounting manual has now been completed. 
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With regards to corporate governance, The 

Public Entities Corporate Governance Act will 

plug most of the loopholes that I have observed 

in my annual audit reports.  According to section 

11(1)(b) of the Public Entities Corporate 

Governance Act, where the number of board 

members of a public entity falls below a quorum, 

replacements shall be made within ninety days 

from the date the post fell vacant.
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Monitoring

The public sector has internal auditors that help in 

evaluating internal controls. It also has external 

auditors that re-inforce the monitoring of internal 

controls that include the Office of the Auditor-

General and private audit firms.
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First Line of Defence

These include the clerks and other operatives who 

work on the books of prime entry.  Audit has 

observed a number of errors that slip through such 

as poor bank reconciliations, suspense accounts 

etc.   
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Second Line of Defence

Errors still go unnoticed.  There is need to 

increase enforcement of controls .

Third Line of Defence

 Internal auditors produce their internal audit 

reports but some of their recommendations are 

not implemented.  This is also true of some of the 

recommendations made by the Auditor-General’s 

Office.  
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Challenges

 Lack of enforcement and inadequate monitoring 
and evaluation tools to assess performance .

Absence of visible consequences for non or poor 
performance

Absence of a robust risk management system 
that enables the public sector – especially central 
government to act proactively and take 
advantage of opportunities as opposed to being 
reactive and slow. 

 Performance appraisal system which is not linked 
to rewards. 
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Constitution

The Constitution of Zimbabwe Chapter 17 talks 

about financial management.  It speaks on the 

need to observe principles of transparency, using 

public funds efficiently, effectively and 

economically
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This Act gives an overview on how funds should be 

used and assigns responsibilities and duties on 

officers in government on their roles regarding the 

management of public funds.
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This Act is meant to address corporate 

governance in the public sector.  It spells out the 

roles of directors and chief executive officers, their 

appointments etc. 
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This Act governs the procurement and disposal of 

assets in the public sector.  The power to procure 

assets has been de-centralised to Ministries and 

public entities.

 There is need to thoroughly induct staff on the 

new procedures in procurement.  The risk of 

overlooking some internal controls is high in the 

initial implementation of the Act.    
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The government intends to adopt e-governance. 

There is need to prepare by putting in place 

preventive measures against risks like cyber-

crime. 
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The government intends to professionalise 

Auditors (both internal and external) and 

Accountants.

The government has also adopted (IPSAS) 

International Public Sector Accounting Standards,

Staff in the public sector will learn about these 

standards in their course of professionalisation.
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The Government in the new dispensation Ladies

and Gentlemen; is endeavoring to develop 

industries that beneficiate exports and promote 

import substitution in order to increase the 

country’s export earnings. Such developments, 

however, would come with potential control risks. 

The Government would therefore be expected to 

establish a robust internal control mechanism to 

mitigate against potential losses that come with 

economic growth.
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 If all the Acts that have been promulgated are fully 

implemented, a lot of the audit findings that are 

always repeated will be a thing of the past.  There 

is light at the end of the tunnel. 
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 I thank you.
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THANK YOU                  
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