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INDEPENDENT AUDITORS’ REPORT 
 

TO THE MEMBERS OF NATIONAL TYRE SERVICES LIMITED 
 

Report on the audit of the financial statements 
 
Adverse Opinion 
We have audited the financial statements of NATIONAL TYRE SERVICES LIMITED set out on pages 8 to 30, 
which comprise the statement of financial position as at 31 March 2020, statement of profit or loss and other 
comprehensive income, statement of changes in equity and the statement of cash flows for the year then 
ended, and the notes to the financial statements, including a summary of significant accounting policies and 
other explanatory notes. 
 
In our opinion, because of the significance of the matter discussed in the basis for Adverse Opinion section of 
our report, the accompanying financial statements do not present fairly, in all material respects, the 
financial position of NATIONAL TYRE SERVICES LIMITED as at 31 March 2020, its financial performance and 
its cash flows for the year then ended in accordance with International Financial Reporting Standards. 

 
Basis for Adverse Opinion 

 
Non-compliance with International Accounting Standard 21 (IAS 21), The Effects of Changes in Foreign 
Exchange Rates 
In 2018 and 2019, the company operated in an environment where a combination of United States Dollars 
(USD) and the local currency were in use. Local currency constituted of bond notes and Real Time Gross 
Settlement (RTGS) amounts. Up to 22 February 2019, as legislated in Statutory Instrument 33 (SI 33) of 2019 
(Presidential Powers Temporary Measures) Amendment of Reserve Bank of Zimbabwe Act and Issue of Real 
Time Gross Settlement Electronic Dollars (RTGS Dollars) Regulations of 2019, the legislated exchange rate 
between the USD and the local currency was 1:1, instead of using the market wide exchange rate determined 
in accordance with IAS 21:The Effects of Changes in Foreign Exchange Rates. Market wide, the rate of 
exchange between the USD and the local currency was not the legislated 1:1. SI 33 also prescribed the 
manner in which USD balances as at 22 February 2019 were to be converted to Zimbabwean Dollars (ZWL$) 
which was again contrary to the requirements of IAS 21.The SI prescribed that all USD denominated balances 
with the exception of foreign loans and nostro bank balances were to be converted to ZWL$ at a rate of 1:1. 
The effect of the non-compliance with IAS 21 is material to these financial statements. 
 
In the accompanying financial statements, comparatives were presented in USD again as required in SI 33. 
The comparative USD amounts presented in these financial statements derived by using an exchange of 1:1 to 
the Zimbabwe dollar are materially misstated and the level of misstatement could not be quantified.  

 
We conducted our audit in accordance with International Standards on Auditing (“ISA”).  Our responsibilities 
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial 
Statements section of our report.  We are independent of the Company in accordance with the International 
Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants (“IESBA”) Code together 
with the ethical requirements that are relevant to our audit of financial statements in Zimbabwe.  We have 
fulfilled our ethical responsibilities in accordance with these requirements and the IESBA code. We believe 
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our adverse 
opinion.  
 
 
 



Key audit matters 
Key audit matters are those matters that in our professional judgment were of most significance in our audit 
of financial statements. These matters were addressed in the context of our audit of the financial statements 
as a whole and in forming our opinion thereon, and we do not provide a separate opinion on these matters. In 
addition to the matters included in the basis for an adverse opinion, the key audit matters below relate to 
the financial statements: - 

 
Key audit matter How our audit addressed the key audit matter 

Completeness and accuracy of revenue 

The Company operates from thirteen branches 
which are spread throughout the country. The 

revenue is also characterised by small value 
and high-volume transactions, the 

completeness and accuracy of which is 
dependent on automated information systems. 

Completeness and accuracy of revenue was 

thus considered a key audit matter. 

 

 

We performed the following audit procedures among 
others: 

• Reviewed and tested the company’s key 
controls over completeness and accurate 

recognition of revenue.  

• Performed analytical procedures on revenue, 
cost of sales and gross profit realized.  

• Vouched a sample of invoices and credit notes 
issued during the year. 

• Performed sequence tests on invoices and 
credit notes issued during the year. 

We performed gap detection and duplication test. 
Valuation of trade receivables 

The trade receivables balance is material to 
the financial statements of the company. Due 

to the general decline in business levels in the 
economy, most of the company’s debtors are 
struggling to pay their debts.  

The determination of recoverability of the 

receivables and the allowance for credit losses 
involves significant judgment by management 

on the credit risk of various customers.  

The valuation of trade receivables was  
therefore considered a key audit matter. 

 

We performed the following audit procedures among 
others: 

• Assessed reasonableness of management’s 
allowance for credit losses rates. 

• Obtained confirmations from selected debtors to 
establish if there are any balances which are in 

dispute. 

• Reviewed the accuracy of the age analysis of 
debtors. 

• Recomputed the allowance for credit losses using 
management’s allowance for credit losses rates. 

 
 

 
 

 
 
 

 
 

 



Key audit matter How our audit addressed the key audit matter 

Right of use asset and lease liability 

The completeness and valuation of the right 
of use asset and lease liability is considered 
to be a key audit matter because of the 
significance of judgements applied in the 
determination of the valuation of the right of 
use asset and the lease liability. 

 

We performed the following audit procedures among 
others: 

• Obtained an understanding of management’s 
approach and assumptions of contracts containing 

leases. 

• Reviewed appropriateness of management’s 
determination of lease term. 

• Evaluated the reliability of key data sources and 
assumptions used in determining the present value 

of future cash outflows. 

Reviewed financial statement’s disclosures to ensure 
compliance with the standard. 

 

Responsibilities of the directors for the financial statements 
The directors are responsible for the preparation and fair presentation of the financial statements in 
accordance with International Financial Reporting Standards, the Companies and Other Business Entities 
Act (Chapter 24:31), the relevant statutory instruments ( SI 33/19) and for such internal control as the 
directors determine is necessary to enable the preparation of financial statements that are free from 
material misstatement, whether due to fraud or error.  
 
In preparing the financial statements, the directors are responsible for assessing the company’s ability to 
continue as a going concern, disclosing, as applicable, matters related to going concern and using the 
going concern basis of accounting unless the directors either intend to liquidate the company or to cease 
operations, or have no realistic alternative but to do so. 
 
Auditor’s responsibilities for the audit of the financial statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are 
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that 
includes our opinion. Reasonable assurance is a high level of assurance but is not a guarantee that an 
audit conducted in accordance with ISAs will always detect a material misstatement when it exists. 
Misstatements can arise from fraud or error and are considered material if, individually or in the 
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the 
basis of the financial statements. 

 
As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional 
skepticism throughout the audit. We also:  
 

• Identify and assess the risks of material misstatement of the financial statements, whether due to 
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit 
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not 
detecting a material misstatement resulting from fraud is higher than for one resulting from error, 
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override 
of internal control. 

• Obtain an understanding of internal control relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the Company’s internal control. 

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by management. 



• Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and 
based on the audit evidence obtained, whether a material uncertainty exists related to events or 
conditions that may cast significant doubt on the Company’s ability to continue as a going 
concern. If we conclude that a material uncertainty exists, we are required to draw attention in 
our auditor’s report to the related disclosures in the financial statements or, if such disclosures 
are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained 
up to the date of our auditors’ report. However, future events or conditions may cause the 
Company to cease to continue as a going concern. 

• Evaluate the overall presentation, structure and content of the financial statements, including the 
disclosures, and whether the financial statements represent the underlying transactions and 
events in a manner that achieves fair presentation. 

 
We communicate with the directors regarding, among other matters, the planned scope and timing of 
the audit and significant audit findings, including any significant deficiencies in internal control that we 
identify during our audit.  
 
We also provide the directors with a statement that we have complied with relevant ethical 
requirements regarding independence and communicate with them all relationships and other matters 
that may reasonably be thought to bear on our independence, and where applicable, related safeguards.  
 
From the matters communicated with the directors, we determine those matters that were of most 
significance in the audit of the financial statements of the current period and are therefore the key 
audit matters. We describe these matters in our auditors’ report unless law or regulation precludes 
public disclosure about the matter or when, in extremely rare circumstances, we determine that a 
matter should not be communicated in our report because the adverse consequences of doing so would 
reasonably be expected to outweigh the public interest benefits of such communication. 
 
Report on other legal and regulatory requirements 
In our opinion, the financial statements have, in all material respects, been prepared in the manner 
required by the Companies and Other Business Entities Act (Chapter 24:31). 
 
The engagement partner on the audit resulting in this independent auditors’ report is Martin Makaya. 

 
 
 

 
……………………………………………………………… 
BDO Zimbabwe Chartered Accountants 
3 Baines Avenue, 

Harare 
 
Martin Makaya CA (Z) 
Partner 
Registered Public Auditor 

28 July 2020 

 
 


