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Report on the consolidated and separate financial stalements

Introduction

1. 1 have audited the consoiidated and separate financial statements of the Ekurhuleni
Metropolitan Municipality and its subsidiaries set out on pages ... to ..., which comprise
the consolidated and separate statement of financial position as at 30 Jung 2014,
consolidated and separate statement of financial performance, the statement of
changes in net asseis, cash flow statement and the appropriation statement of
comparison of budget information with actual information for the year then ended, as
well as the notes, comprising a summary of significant accounting policies and other
axplanatory information.

Accounting officer’s responsibility for the consolidated and sepurate
financial statements

2. The accounting cfficer is responsible for the preparation and fair presentation of these
consalidated and separate financial statements in accordance with South African
Standards of Generally Recognised Accounting Practice {(SA Standards of GRAF), and
ihe reqguirements of the Municipal Finance Management Act of South Africa, 2003 (Act
Nao. 56 of 2003) (MFMA): the Division of Revenue Act of South Africa, 2012 (Act No. 5
of 2012) (DoRA) and for such internal control as the accounting officer determines is
necessary io enable the preparation of financial siatements that are free from material
missiatement, whether due to fraud or arror.

Auditor-general’s responsibility

3. My responsibility is to express an opinion on these consclidated and separaie financial
statements based on my audit. | conducted my audit in accordance with the FPublic Audit
Act of South Africa, 2004 {Act No. 25 of 2004) (PAA), the genaral notice issusd in terms
thereof and International Standards on Auditing. Those standards require that | comply
with ethical requirements, and plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

4. An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the consclidated and separate financial statemenis. The procedures
selected depend on the auditor's judgement, including the assessment of the risks of
material misstatement of the consolidated and separate financial statements, whether
due to fraud or error. In making those risk assessmenits, the auditor considers internal
control relevant to the entity’s preparation and fair presentation of the consolidated and
separate financial statements in order to design audit procedures that are appropriate in
the circumsiances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal contrel. An audit alsc includes evaluating the appropriateness of



accounting policies used and the reasonableness of accounting estimates made by
managemeant, as well as evaluating the overall presentation of the consolidated and
separate financial statements.

5 1 believe that the audit evidence | have obtained is sufficient and appropriate to provide
a basis for my audit opinion.
Crpinion

g, in my opinion, the ceonsclidated and separate financial statements present fairly, in all
material respects, the financial position of the Ekurhuleni Metropoelitan Municipality and
its subsidiaries as at 30 June 2014 and their financial performance and cash flows for
the year then ended, in accordance with SA Standards of GRAP, the requirements of
ihe MFMA and DORA,

Emphosis of matiers

7. idraw altention to the matiers below. My opinicn is not medified in respect of these
matiers.

Significant uncertainties

8. With reference to note 51 to the consolidated financial statements, the municipality is
the defendant in various court cases and disputes. The ultimate ocutcome of thase
matters cannot presently be determined or, and reliably measured; therefore no
provision for any liability that may result has been made in the financial statemenis.

Material losses

9. As disclosed in note 62 of the consolidated financial statements, material josses
amounting to R669 058 908 (2013: RE57 052 228) were incurred as a result of water
distribution losses, which represent 33,8% (2013: 31,8%) of total water purchased. Tha
iotal technical iosses of water amounts to 17,3% (2013: 16,3%) and non-technical
nsses 1o 16,6% (2013 15.5%).

10. As disclosed in note 82 of the consolidated financial statements, material losses
amounting to K790 180 771 (2013: R 696 441 219) were incurred as a resull of
electricity distribution losses, which represent 11,34% (2013: 10,59%) of total electricity
purchased. The total technical losses of electricity amounts to 5,8% (2013 5,9%) and
non-technical losses to 5,44% (2013; 4,69%).

Material impairment

11. As disciosad in note 18 to the consclidaied financial statements, trade and other
recsivables were significantly impaired as the recoverability of these amounts are
doubtiui. The impairment of receivables amounts to R8 371 490 355 (2013: R7 042 113
876), which represenis 65,2% (2013: 66,5%) of consumer debiors.



Additional matter

12. | draw attention to the matter below. My opinion is not modified in respact of this matter.

Unogudited disclosure notes

13, In terms of section 125(2)(e) of the MFMA the municipality is required o disciose
particutars of non-compliance with the MEMA. This disclosure requirement did not farm
part of the audit of the financial statements and accordingly | do not express an opinion
theraon,

Feporl on other legal and regulatory requirements

14, in accordance with the PAA and the general nolice issued in terms thereof, | report the
following findings on the reported performance information against predetermined
abjectives for selecied development priorities presented in the annual performance
report, non-compliance with legislation as well as internal control. The objective of my
tesis was to identify reportable findings as described under each subheading bui not {o
gather evidence o express assurance on these matters. Accordingly, | do not express
an opinion or conclusion on these matters.

Predetermined objectives

15,1 performed procedures to obtain evidence about the usefulness and reliability of the
raported performance information for the following selected development priorities
presented in the annual performance report of the municipality for the vear ended 30

Juneg 2014:

« Development priority - Waste Management pp. X — X
= Development pricrity - Ensrgy PO X - %
= Development priority - Human Settlements P X - ¥
« Development priority - Roads and Stormwater PP, X - ¥
= Development priority - Water and Sanitation np. X - ¥

16. | evaluated the reported performance information against the overall criteria of
usefuiness and reliability.

17. 1 evaluated the usefulness of the reported performance information te determine
whethar it is presenied in accordance with the National Treasury's annual reporting
principles and whether the reported performance was consistent with tha plannad
development priorities. | further performed tests to determine whether indicators and
targets were well defined, verifiable, specific, measurable, time bound and relevant, as
required by the National Treasury's Framework for managing programime performance
mformation (FMPPI).

18. 1 assessed the reliability of the reported performance information to determine whether
it was valid, accurate and complete.

191 did not raise any material findings on the usefulness and reliability of the reported
performance information for the selected development priorities.



Additional matters

20. Although | raised no material fincdings on the usefulness and reliability of the reported
performance information for the selected davelopment priorities, | draw attention to the
following matters:

Achievement of planned fargeis

21. Refer to the annual performance report on pagas x to x; for information on the
achievement of plannad targets for the year.

Adjustment of material missiatements

22. Videntified material misstatements in the annual performance report submitted for
auditing of the reported performance information for the following development
pricrities. As management subsequently corrected the misstatements, | did not raise
material findings on the reliability and usefulnass of the reported performance
information:

e Deavelopment priority - Waste management
= Development priority - Human settlemenis
» Development priority - Roads and stormwater

« Development priority - Water and saniiation

Complionce with legisiation

23 performed procedures to obtain evidence that the municipalily had complied with
applicable legislation regarding financial matters, financial management and oiher
related matters.

24. | did not identify any instances of material non-compliance with specific matiers in key
legislation, as set out in the general notice issuad in terms of the PAA.

Internal control

25. 1 considered internal control relevant fo my audit of the financial statements, annual
performance report and compliance with jegislation, | did not identify any significant
deficiencies in internal control.

Cither reporis

Investigations

26. During the financial year 78 investigations were being conducted of which 53 wers
being carried forward from the previous financial year by the internal audit division of
tha municipality. Of these, 47 investigations were finalised and 31 of the investigations
were af the Tield work stage. Circumstances that resulted in investigations pertained
mainly to non-compliance with the SCM regulations. fraud and financial misconduct.



Audit-related services and special gudiis

27, At the request of the municipality, an agreed upon procedures engagement was
performed during the year under review concerning the fifth issue of R785 600 000
notes under the Domestic Medium Term Note Programme. The report covered the
period 1 July 2013 to 28 February 2014 and the bonds were issued on 14 April 2014
and on 14 May 2014,
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