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For the year ended 30 June 2018




Report of the auditor-general to Eastern Cape Provincial Legislature and
the council on Joe Gqabi District Municipality

Report on the audit of the financial statements

Opinion

1. | have audited the financial statements of the Joe Ggabi District Municipality set
to x, which comprise statement of financial position as at 30 June 2018, th
financial performance, statement of changes in net assets, and cash flo
statement ot comparison ot budget information with actual information fg!

r

nages X
1t of
and
en ended,
p accounting

as well as the notes to the financial statements, including a summar,
policies.

2. In my opinion, the financial statements present fairly, in ects, the financial
position of the Joe Gaqabi District Municipality as 18, and its financial
performance and cash flows for the year then ende a znce with South African
Standards of General Accounting Practise (SA Staglards P) and the requirements of
the Municipal Financial Management Act, 2003 2003) (MFMA) and the Division
of Revenue Act of South Africa, 2016 (Act No.

Context for the opinion

the iniernational Standards on Auditing (ISAs). My
are further described in the "auditor-general’s

3. | conducted my audit in accordan
responsibilities under thos

4. | am independent of ¢ iity in accordance with the Internationa! Ethics Standards
Board for Accoun of ethics for professional accountants (IESBA code) and the

ratter
w attention to the matters below. My opinion is not modified in respect of these matters.
Restatement of corresponding figures

7. As disclosed in note 41 to the financial statements, the corresponding figures for the previous
balance sheet were restated as a result of an error in the financial statement of the municipality
at, and for the year ended 30 June 2018.




8. As disclosed in note 46 to the financial statements, material losses of 44% to the value of R45
miilion was incurred as a result of water distribution losses.

Impairment — Receivables from Exchange Transactions

9. As disclosed in note 14 to the financial statements, materiai losses of R186 million (2017:
R142 million) was incurred as a result of significant impairment of debtors due to poor

collection practises.

0. As disclosed in note 7 io ihe financial statements, municipality has woﬁﬁ%qgr,aa that is
significantly delayed and aging, taking on average of four years to co “Be ttansferred
to capital infrastructure assets. -

Property, plant and equipment — Work-in-progress

Responsibilities of Accounting Officer for the financial r
11. The accounting officer is responsible for the preparation' y tjjqﬂ%bsentanon of the financial

statements in accordance with the SA Standards ofds AP 1he requirements of the MFMA
fing 6 ficer determines is necessary to
enable the preparation of financial stateme( aree from material misstatement,
whether due to fraud or error. - ®

L]

12. In preparing the financial statement *“% mg officer is responsible for assessing the
Joe Ggabi District Municipality’s ¢ @ to“eentinue as a going concern, disclosing, as
applicable, matters relating to gomg @ncern and using the going concern basis of accounting

unless the appropnate gov r ,e strutiilire either intends to liquidate the municipality or to

& fol -.-51.-~-._- a;ternatlve but to do so.

s tee that an audit conducted in accordance with the ISAs will always detect a
TV tatement when it exists. Mlsstatements can arise from fraud or error and are

drther description of my responsibilities for the audit of the financial statements is included
in the annexure to this auditor's report.

Report on the audit of the annual performance report

Introduction and scope

15. In accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA) and
the general notice issued in terms thereof, | have a responsibility to report material findings on
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the reported performance information against predetermined objectives for selected
development priorities presented in the annual perfermance report. | performed procedures to
identify findings but not to gather evidence to express assurance.

16. My procedures address the reported performance information, which must be based on the
approved performance planning documents of the municipality. | have not evaluated the
completeness and appropriateness of the performance indicators/ measures included in the
planning documents. My procedures also did not extend to any disclosures or assertions
relating to planned performance strategies and information in respect of future periods that
may be included as part of the reported performance information. Accordingly, myfindings do
not extend to these matters.

17. | evaluated the usefulness and reliability of the reported performag,
accordance with the criteria developed from the performance ma aag 3
framework, as defined in the general notice, for the following selegte By
presented in the annual performance report of the mummpahtyziorma ﬁﬁ@
2018: & ,

| Y . A

" Development priorities Pages in the annual
performance report

\ﬁ ol 1, —

KPA 2: local economic development ‘\ \\ X—X

__m"ent priorities
hded 30 June

KPA 1: service delivery and infrastructure proviss

18. | performed procedures to determiﬁr‘ .' ' he}’ ihe reported performance information was
properly presented and whether p ’r-af)tanc.;_%as consistent with the approved performance
planning documents. | performed furthgr, procedures to determine whether the indicators and
related targets were measut Javant, and assessed the reliability of the reported

performance information t_o‘ L m. whether it was valid, accurate and complete.

19. | did not raise awé? mﬁzhngs on the usefuiness and reliability of the reported
performance infc rﬁ'm/g JorAF pse development priorities.

Adeniied material misstatements in the annual performance report submitted for auditing. As
apagement subsequently corrected the misstatements, | did not raise any material findings
on the usefulness and reliability of the reported performance information.

Report on the audit of compliance with legislation

Introduction and scope

22. In accordance with the PAA and the general notice issued in terms thereof, | have a
responsibility to report material findings on the compliance of the municipality with specific
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matters in key legislation. | performed procedures to identify findings but not to gather
evidence 1o express assurance.

23. | did not raise material findings on compliance with the specific matters in key legislation set
out in the general notice issued in terms of the PAA.

Other information

24. The accounting officer is responsible for the other information. The other information
comprises the information included in the annual report. The other information dogaiet include
the financial statements, the auditor's report and those selected developriie
presented in the annual performance report that have been specificall

auditor’s repoit. a“-a-L \ -
& T
‘%ma\@e information

25. My opinion on the financial statements and findings on the reporie{ﬁ
' i_"i_!.g;p not express an

and compliance with legislation do not cover the other inform
audit opinion or any form of assurance conclusion thereon.

[ ifformation and, in doing so,
eritWith the financial statements
Rual performaince report, or my

26.In connection with my audit, my responsibility is to read &

s flate of this auditor's report. When | do
nere [s a material misstatement therein, |

“control relevant to my audit of the financial statements, reported
s and compliance with applicable legislation; however, my objective

A UPITOR-GEMNERAL
SOUTH A FRICA

Auditing to build public confidence




Annexure — Auditor-general’s responsibility for the audit

1. As part of an audit in accordance with the ISAs, | exercise professional judgement and
maintain professional scepticism throughout my audit of the financial statements, and the
procedures performed on reported performance information for selected development priorities
and on the municipality’s compliance with respect to the selected subject matters.

Financial statements

2. In addition to my responsibility for the audit of the financial statements as described in this
auditor’s report, | also: :

» identify and assess the risks of material misstatement of the financial sta.ter ;s ather
due to fraud or error, design and perform audit procedures responswe t e nx‘;; and
obtain audit evidence that is sufficient and appropriate to provide a1 1S
The risk of not detecting a material misstatement resulting from fua?ﬁ\iﬁ gt
resulting from error, as fraud may involve collusion, for,gely mTQL'ﬁlonal omissions,

misrepresentations, or the override of internal control - *«;\_ e & )
« obtain an understanding of internal control relevant tol t}aﬂﬁ)ﬁHﬂ order to design audit
procedures that are appropriate in the circums ﬂt inot for the purpose of

expressing an opinion on the effectiveness of the\mumﬁpah s internal control
\_ >
» evaluate the appropriateness of accountimﬁpﬂ Aﬁs#ed and the reasonableness of

accounting estimates and related dlsclos,yﬂ 5. ae. DY the accounting officer.

i _ j-officer’s use of the going concern basis
_ il statements | also conclude, based on the
audit evidence obtained, whqf-:__;, 'a ma;er'.al uncertainty exists related to events or
conditions that may cast significagt toubt on the Joe Gqabi District Municipality ability to
continue as a going congﬁn If 1 co gude that a material uncertainty exists, | am required
to draw attention in € tor's report to the related disclosures in the financial
statements about tiEimats a,l“'d"uertalnty or, if such disclosures are inadequate, to modify
the opinion on ih ffhga wtatements. My conclusions are based on the information
available to‘m@ at ie of this auditor's report. However, future events or conditions
may cause a %ﬁhlpallty to cease continuing as a going concemn

* conclude on the appropriateness of he
of accounting in the preparation gf. & §i

evaip “the m?éaﬁll presentation, structure and content of the financial statements,
mcltiﬁiﬁ%.gw disclosures, and whether the financial statements represent the underlying
. tm %.ind events in a manner that achieves fair presentation

[ ]

internal control that | identify during my audit.

4. | also confirm to the accounting officer that | have complied with relevant ethical requirements
regarding independence, and communicate all relationships and other maiters that may
reasonably be thought to have a bearing on my independence and, where applicable, related
safeguards.



