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REPORT OF THE AUDITCR-GENERAL TO THE EASTERN CAPE PROVINGIAL
LEGISLATURE AND CG{H\‘CEL ON KING SABATA DALINDYEBO LOCAL
MUNIGIPALITY

R::PC}R? ON THE FINANCIAL STATEMENTS

Introdictian
{, |have audited the financial statements of the King Sabata Dalindyeba Local Municipality
set aut on. ""ages }(X to X}i whmh compﬂsp the statement of financial position as at

; ; : = Fi anca etatement @f chan" ity nat

gmftcant accountmg pot;mes“and éiher exptanamry information.

rﬂgpaﬁssbahty for the financial Statements

ragponsibie for e preparailcﬂ and fair presantation of thege
dange with the South Afiican Standards of Generally
tee (SA Standards of GRARY and the requirements of thie

Reco msed Accounth Pz
; o Management Agt of Southy Africa, 2003 (Act No. 56 of 20(}3) (MFMA)
FR venue Ac;t Df South Afnca 2013 (Aut E\ia 2 of 20‘13) (DDRA) and

: Y '.
200‘4 (A' Na, 2&: of 2{.’1{}4) {F’AA) the general HE}UCF !ssued in tarms ihereof and
Entema ic nal Standérds on Auditmg These atandard |9qu¥|eth-a’t | cormply- with ethical
; i i reasor -'ble assurdneg abioiit.
m{sstatement.

ial

4, AR audit iivolves perforiing, progedures o obtain audit svidence about the amotints

S ---and dtsclasmes i["lrfhe' financtak-statemsnts—The-procedures-selected- depend-on-the- - -

mrmdmg the ﬂSoSSSfﬂﬁnt of the ns?s of material misstaterrisnt of
dug to‘ frauci of erfar, ln makmg 1 se risk

are appr ims _ﬂr“aa but not Fo;‘ thC owpose of expregamg an Qp: l,an
OFF ‘ihe aﬁectwﬂrﬂess of ‘he en‘ut; s inte mal contml ;\n cli.‘dlt ";If*cs mciucies evalu”’il"c the

G\fu_i

eg ba@ - for my quﬁimad qudz_; @p;mm
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Basis for qualified opinion
Eecazvables from gxthange and nor-exchange transactions

e\ndenc" was not available to support receivables from
tioni: as dovumen’tatmn in sup;mrt of the amounts
 purposes or that which was submitted was not
by ai,temaﬂve Means, Qoﬁs— jli 'ity,

wers riecessary (o the R143:8'mi i;an and R1 4 6 milf f _ 3
: owance on. recewables fram exchange and fon- exchange transactions res
ek | E : i S FUT[}"%

jal year; SUHIC ent appropriate audlt avidence was not:
hie fmm eaxohangc and non- exchange tr*‘ms jons a8
5 a_ﬁhr:»‘ ot ;

ok (
Was Bifled a{:f*mately F{evenue ﬂQm exchange hans"; um,

& transaain:sns ':'md auiput \/‘AT are ove! slated by

10. gummcn‘t :mcii 3




11. Weaknessa$ ideniified in the. municipality's systems for the recarding and monitoring of
receivables from exchange and non-exchangs transactions made it impracticable fo
rmcalc;uiate interest revenue charged on these outstanding balances at 30 June 2014,
Congegu 'ntly | afm utiable to determme whether any adjuslments were, necessary o the
220, 7 millior anised a5 inters {income In Aote 32 to the financial staterments of thé

bl from: ekéhangs and non-exchange transactions ralsed.

3 fihe Whetier any adju ments we '
8! ated 7 billlon (2012-13t R1,& billion) a6 disslosed in e Qtatgment of
cﬁangea ifi net assets and statement of ftﬁaﬁmai position.

"f. aaﬁauhtg mcurred dunng zhe ye‘ai that wer durin
: : 54 8 millioh). [t was impracticab e far e

§ o Gblaln sufﬂs!ent appropnate audit eVidénce for m‘egu[ar
to cmnﬂrm the lrreguiar expcndlmre by aiterna‘uvc_', reans:
inable fo defainine whether any adjustments were neg egsary to

: 5.7 million (201213 R164,9 million) ds schSed

afe systems i place. to identify and disclose: all
5. Adsguate su “porum dosumen tation was ng




[N ST N 9

« Revenue of R314,7 million as dis closed in the statement of financial ptﬁn‘armance

« Unspent conditional granis and receipts of R48,4 million as discloged in note 14
sf the financial statements.

¢« GRAP 2 Gssf‘} ﬁf)w statement requires the presentaiion of a cnsh ﬂow statement,
sum _nt‘i’ty{s‘, ope:,raﬁﬁg’-, investing and find

) comparative figures in- the cash flow. statem t de

ental - i the ¢a culation of cash fiows and discrépanicies. bgiWéen
.the ’Fgures presented on the cash flow statement, oash generauad from
ons m nots 43 and notes 1O the financial staiarﬁen’{s totalling

19, | wasunzble’ tappmp,lata audit évidéncs Tor the dorfésgonding figur 65
m them Dy alternative means. Gonsequently !was unable
5. am u_rj_ats were necessary. My audat

I uncarrected missm‘teMEn_u
] '!y rhisstated dug to the cumulative
d rmsstatemen‘zs ir ihe
rformarice and the: not@s tca

Aflnanes lease liaia;iity ofd possible R19,1 million was not digclosed.
ed as R1.05 Billion i upderstated by Ri4,7 milion (2012-18;

N Rﬁ ¢ miihem
‘an ls undefstated by R&:6 million.
'mnhon

35 mlllsf:)n is ovmsiated 5

= Personnel Qo.sfs-pff R8;1 million (2012:13: RSQ;ZmEI]iGQ)}
« VAT p:‘asf:a_btee C:ff R4,6 fillior.
fad an undon rantad xmmateuai rnisstatenient n—:-iatmg G- 8  fail

ijil mem of.i R12 million which is still includad In the correspon ing- ﬁg'
;_nads fmanma{ statements for which | was inable o

¥ @f“'“m fcn ﬂ"iL pﬁas ible eﬂertS oF tha ratters. deseribed in (he basis fc:r
3 stalements present faily, in all mat
. Dali s Logal MU it

io the matiers e hw By opinion is rat | modifiéd in- taspact of thage
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Correspondifg figures
25. As disclosed in note 47 o the financial statements, the corresponding figures for
30 June 2013 have been reslated as a result of errors discovered during 2014 in the
financial statements of the King: Sabata Dalindyebe Municipality at, and for the véar

- éndad, 80 Juns 2014,

26 As disclosed m rote 54 to the fiharcial statements, the electricity losses have exceeded
the: accaptabie range and therefore arg deemed material, This could indicate that the
municipalityis facing ohe or morg af the' following ehallengés:

4. Déteriorsting electicity infrastiucture

ﬂ,ﬁi‘%
ntior to the mattérs below. My c:zpmsoh is not modified in respect of ihase

Unaudited: aUppiemeWary information
29, The supplementary fc:w' mation set out on pages XXt XX does riot form part. of the
G { ifditional mfa" 'atron | rava fof addited this

'&R opinilon thereon.

j(2). of the MFMA the rmunicipality is required fo discloss
' Thls ciis"‘lqzsure e "m. ‘mem nai

£ ny faporably iRaing
"'drrnnccs o e%prass ass rancﬁ-‘* on Lf __‘

Bre dem;mmed ahigctives

Teid plocedums) to obtain evi idenca about the sefulness and reliability of the
repor’cd performance. information for the following. selgsted programmes presentst in
hc:; Annual periotranes repc aof the miLnicipality for the year enided 90 Jung 2014

Hirastiuciure on paaeG PEA D

+  Programme: Humain Sjtii@ms\mc on page s?{_-;e:}é}(ﬂ

83, | svalupted the réported péiformance inforimation dgainst. the overall ciffeffa of
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usefuineas and reliability. |

34, | evaluated the uaefuiﬂeas e‘f the reported performance information to determine

'Whatha;* it was presehted in accordanice with the National Treasury’s annual reporting
s and whether the réporied performance was conslstent with the. plantied
imes. | further performed tests to determine whether indicators-and targefs were
efined, ver abieg specific, measurable, lime bound and relevant, a8 required
al Treasury's F weWcrk for managing programme perfmmance infermatiol

(EMPPIY.

35. | assessid the réliabllity of the reported performance information o defermine whether i
was valid, accurate and comgplete.

36 . THe material findings in respect ofthe selectéd programies are as follows:
Programme; !ﬁffﬁﬁfr{ii‘éiﬂﬁé

a‘ﬁfﬁaﬁad peiformarice infofmation

”af the Municipal Systems Act (Mc A) requires the infegrated developmeit
: for the a‘nnu‘ i report therefore reguiting conisistency of

betwsef planning and repr::rimg decurfients; A total of

e verg ot consistént with those in thi ap) sved 10P; A

reported indicators were not consistent with those in the apprcved

of the repon,ed targets were not eonsistent: with those in the

{}s% uiﬂess oF

-dpﬂTOVed iDP Thisw
s No formal.c ::cumentad perfalmanr‘@ managemant system.
s Noconsequence management for poor reporting.

""_f:w to enstre that all infermation fror the I1DP is corisistent with the,
yeflvery Budget hﬂp%mentatxon Plan (SDBIP) snd Annual Peridrimancs

S4t1)(o) of the MENIA determines tat the -SDBIP adupted by the maniclpat

.Dniy if e counmi approvcs aﬂ 1cjustmants bud Changes
4o b G T

o

fié-anriual pes‘fﬁ na cerepom W%’[[‘\OUI;ddO;)llDH by th'(; l_erlnicljjﬂl ol
This was due to no oper review to ensure that all mfmmailon from the DR &
consistent wilh the SDDIP arid Anrial Perfarmancs Repot,

13.The FMPF’[ fequirés tfis following:

Sétforinance laigats filist be speetils in clearly i denlfvmg the nalute and required:
lwel of peﬂmmanm And musk be measurablg-and the period or deadline for delivery

ees 10 hﬂvp ar\mor*wic yalems to sollset, coliate, verify and
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store performance information to ensure valid, acourate and complete reporting of
actual achisvements against planned objectives, Indicators: and targets, | was unabig o
obtam the mformat:on and explanations | considered necessary fo satlsfy mysalf as to
g "th:iy of tha repa ted perfurmance inforimation. This was dus to limitations- placed
an th, scom ' of iy work due to the absence of information systems; the fact that the
ditee: ld mt @mwde sufficient appropriate evidence in support of the reported
; the audites’s records not permitting the ap !ca of
5 and {he auditse not ensuring that there are. f

f the variolis réported targets,

Usefuiﬁsss of rﬁpoﬁed i;iarfnrmam:e mfﬁrmat;on
() of the the !DF‘ to fcrm the basrs for thg__fsnnuai iﬁ”"on‘_

; LA of- & o'm’f tha: rppoﬁed objectlves wére. nqt Génszstent
with. these in the apprevad 1DP. A total of 53% of the reported Indicators were not
c;ons;stent \mth ﬁ}@s_e in the a@provecﬁ iDP A tmal m 10{)% @f he l‘:‘pDﬁPd targets wete

a No Gi}ﬁsequence manaaamenf for poor repodlng

all ml‘oama fart from the IDP i, conglstent with the

42, 8"(*tior1 '54(1\)(1:) of ihe MFI‘\&A determ;ne% that. the SDEIP adopted by thé municipal
colineil may: b_e amended oniy zf the cc}urzcli Approves an adjustments by gat. Changes
rhave to be : COrdamce Wlth the process as prasciibet

, 'ai p :",,,jrmaﬂc:'e r@[f)O!‘f W[’&hout adopﬁcﬁn by the mummpal counails
due to no oroper reviéw to ansure. that all information from the IDP is
and Ans"n. al Pcn‘ormdnre Report

: b@ sp in clearly identifying the nature and raquilrad
:;li: ba medsurablé and the period-or deadling for:delivery

ba well dsfined by havihg clear data definitiong so that
'ri'{__y and is gasy to d nderstand and use. Performarice

fa -"narwe inforiation 7
205 10 have approp naks by%mﬁm; ta c‘onew fohah—,, 21



alfternative audit procedures and the audites not ertsuring that there are registers in
place 16 Monitor the progress of the various feported targsts,

The pprfofmance iahagament systcm provided for the. monitoriig gy I
Lorepal y@ar a8 r@qusréd by secion 4.4

: ”;ai },fe'_" W1th regard to agch of the

rﬂ s:ei in the-




- didl not relats to the employes’s parformance management Processes and

- did not link to the integrated development planning processes,
as required by section 38(a) of the MSA and Municipal planning and performance
management regulation 7(2)(cleltlg).

ity was not afiorded the opportumiy to cormiment on the final draft of
, a8 required by saction 42 of the MSA and Municipal plahning

, ancérﬁanag’ement raguiatm 9, *?3(’%) 13(4)(3) ard 1:»(3)

' tha'au |
th .suppomng Vtecorﬁs_wchne pro ddd_ aub ac;

. 5 Was fiot constituted, i the. manrier rﬂqmred by_'
(Ha MEMA aé the: audit commities did not consist of at least & pPrs,ona W%U’l tha

aparopnﬁa ez:peneﬂca for:thes ful lﬂﬁancxa[ year

réquifﬁé’d. by segtion

4

fot 4 dvzue tie colrclll/ accounting afficer on matters rélating to
acy of ;mar*clﬁl reporting and informatior, 4% rﬁqmrcd

| positin of (e
all Tavel of CQT“".piiar‘GE with %egxsmation as @q wirad by

B(2ibyvii) of the MFNA

15| by aeci on 185



