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Legislature and the council on Aganang locai
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Imfroduciion

1 | have audited the financial statements of the Aganang local municipality st out on-
sages ... to ..., which comprise ihe statement of financial position as at 30 June 2014,
ihe statement of financial periormance, staternant of changes in net assels, the cash
flewy staterment and the statement of comparison of budgst information with actual
information for the ysar then ended, as well as ihe notss, comprising a summary oi
significant accounting policies and other sxplanatory information.

. Accounting officer’s responsibiiity for tha financial statemenits

2. The accounting officsr is responsible for the praparation and fair pressntation of these
financial stafdmants i 2ceordancs with SouthrAlrican Standards of Ganerally —
Recognised Accounting Practice (SA Standard of GRAPYand the requirsmants of the
Municizal Finance Managemant Act of South Africs , 2003 (Act Mo 36 of 2003)(MFMA),
Division of Revanus Act (Act No. 2 of 2013) (DoRA), and for such intsrnal conirol as the
accouniing officer dstermines is necessary o enable the preparation of financial '
siztements that are frae frorn-material migstaismant, whather due fo fraud or rror.

Auditor-gensral's responsibility

3. My rasponsibility is to sxpress an opinion on thasz financiai staisments basad on my
audit. | conducied ry audit in accordancs with the Public Audit Act of South Aifrica, 2004
(Act No. 25 of 2004) (PAA), the general notics issusd in tarms thersof and Internationa
Standards on Auditing. Those stendards raquira that | comply with =thical requirerents
and plan and perform the audit to obtain reasonable assurancs about whether the
financial statements ars free from materiai missigiament.

4. An audit involves perferming procedurss to oblain audit evidence aboui tha amounis and -
disclosuras in the financial statemants. The procaduras seleciad depend on the auditor's
judgsment, including the assasamant of the risks of material misstaiement of the

- Financial statemants, whather-due o fraud or eor. In making those risk assassmz=nis,
the auditor considars internat control relevani to the antity's preparation and fair
prassntation of the financial statemnsnts in order io design audit procadurss that are
aporopriate in the circumstances, but not for the purpose of exprassing an opinion on the
efieciivaness of the entity’s intarmal control. An audit also included svaluating the
avpropriateness of accounting policies used and the reasonablenass of accounting
sstimates made by management, as well as tyaluating the ovarall presantation of the
financial statements. ' : .

5. | beliavs that the audil evidence | have obtained is sufficient and appropriats to provide a
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Accumulated surplus

B.

| was unable 1o obtain sufficiant appropriate audit evidence for the restatement of tha
corresponding figure for accumulated surplus. As disclosad in tha statement of financial
position, the restaisment was madsa to raciity a prior year misstaizmant. | was unabls to
confirm the restatement by-alternative means. Consequently, [ was unable to deiarmine
whether any-adjusiment fo the accumulated surplus correspending sigurs stated &t . |
R104 783 701 in the financial statemants was necessary ' : .

Properly, plant and equipment

7.

- 8.

10.

| was unable o obiain sufficisnt appropriate audit svidence for an impairment loss in the
accounting racords and financial statsmenis of the municipziity as ths imairment joss
calculations could noi be provided. J'could not confirm ine correciness of the impairmand
loss by aliarative treans. Conssquently, | was unable to detarming whather any
adiustr=nt to impairmeant loss stated at-R733 905 in the nota 5 to ths financia
staternenis was necassary. Co T

Fyat oy

The runicipality did noi raview the residual values and useful lives of iis asssis in

accordancs wih S5A Standards of GRAP 17, Proparty, Plant and Equipment which
rasuliad in the ineorract calculation of depreciation and impairmani on the asssts.
85515

Consaquantly | was not aple fo dstermine ths coirscl niel carrying amount of ass
amounting to R43 063 463, disclosad in thz note 5 1o the financial statements, &s it was

‘impracticabls 1o do so. Furthermore, | could nat datermine the irmgact of th= above o

the stated depraciation on the propsrty planit and equipment in noie 5 to thafinancial
siatamsnts. : :

The raunicipality incorreetly included work in progress amouniing to R4 704 237 in
oropariy, plani and equipment. This balance was also incorrectly talen inlo account
when calculziing the impairmsnt loss on property, plant and equipment. As arasuli oi the
mattars raporizd in the precading paragraph, | could not determping tha nai impzact on the
balanse property, plant and squipmsnt in the financial statsments. :

| was unable to obtain sufficient appropriata audit svidence for the resiatemant of the
correspending figure for propsrty, plant and equipment and depreciation. As disclosed in
note 5 1o the financial statemants, the restatement was-mads to reciity & prior year
rissiatement. [ was unable to confirm the restatement by alisrnative msans.
Conssquenily, | was unable to dstermine whether any adjusimant to the proparty, plant
and =quipmant and depraciation’s corresponding figures stated at R39 095 910 and

R3 753 133 respeciivaly in the financial statemsnts was necsssary. '

Trade and other payables

11,

_ : s
I was unable to obtain sufficient appropriate audit evidancs for the restatement of the
cosrasponding figurs for trade and other payables. As disclosad in note 8 o the financial
stataments, ins restaternsnt was made to rectify a prior y2ar misstaiamsant. 1 was unabls
1o confirm the restaisment by. alisrnative means. Conssguently, 1 was unable to
datarmine whather any adjusimenit to the trade and other payabls’s sorrasponding figurs
siated at RS 921 409 in the nots 8 to financial statements was nscessary.
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Raceivables

12. The municipality did not provide for any impairment on its long outsianding receivablas.
Tha municipality estimated that an amount of R54 §19 552 will be irrscoverable in the
current ysar, Howevar, no provision for such dskt impairmant was mada. Consequentiy
the municipality ias-overstated its rﬁcelvable:. by Po4 919 559 and undsistated the.
provision for debt impzairment by tha same amount. :

Favenus

. 1 was unable ic obiain sufficient appropriats audit avidence about revanue recsived, as

ths mumcrpahfy did not recognisa trafiic finas ravenus in ling with SA Standards of GRAP.

23, Revenus from non-exchange iransactions and GRAP 1, Appfving the probabilily test
.on initial recognition of revenus. The municipality’s records did not parmit the apolication
of alternative prosedurss, Consaquently, | am unabls o dsisrming whather any
-adjustmenis foths traific fine revenus stais ad at R751 758 in the financial siatsmenis was

nacsssary.
Genzrol expenses

14, | identified a number of ransactions, included in general expensas, whers fhe VAT
porion of sxpenditure in the financial siatamants “and accounting records was incorracily
applied. This resuliad in ths overstatament of gensral expensss by R2 033 323 and
undersiatement of VAT racsivable by the sams amount.

15. l identified invoicas for axpenditurs incurrad during the vaar, not accounted for in ths
financial staternents. | was unabls to detsrming ths full extent of the sxoanditure not
racordad in tha accounting racords. Consaguenily, | was unablz to datermine whethsr
any adjustments to general expenses amounting R51 517 502 and trade and otner

payables amounting RS 020 950, staiad in notes 21 and 6 raspeactivaly, to ths financial
statements was nacassary. : _

Inregular expan da‘%we

18. | identified procursmient of Goods and services amounting to R876 362was procured in
contravention of the supply ehain management requirements. As per note 26.3 fo the
financial statements, this amount did not form part of irregular expenditure.

Consaquently, | was unable to datermine the full extent of the understatement in lrrﬂgular
sxpenditure stated as R8 344 431 as it was impracticable io do s0. Furthermorg, the
municipality did not include particilars of irragular sxpanditure in note 26.3 to ihe
financial statemenis as raquired by ssciion 123(n)(d) of the MFMA..

Cash flow statemeant

17. SA Standaids of GRAP 2 Cash flow statements, requirss {hat the municipality
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iatemant was nat orooeriy orapared and

"-‘c-*smmh Conszausntly, tha cash row 53
nt of cash fow from opsrating aciivilies oy

rrasented as a rssult of an ovarsialems
=224 310 017!

Quolifiad opinion 3 | .

18. In my opinion, except for ths eifests. of the mﬂt‘=rc. ascribad in the basis for gualifiad .

opinion paragrapus the financizl statements prasent fairly, in all material respects, the

 financial position of the Aganang’ jocal municipality as-at 30 June 2014 and its financial - -~
per‘ormance and cash flows for ihe year then ended in accordanca withthe SA* -7 .
Standards of GRAP and the requirsimsnts of the MFMA and DoRA. .- -

Empnam QT man:rs

. | draw aftzniion 10 the ratiars below. My opinion iz nat modnicd in raapect of thess

r}auero

20, As disciosed in the note 2814 io thz iinancial s siernents, the munlcipality incurrad
unauthorisad expenditurs amounting R 1 240 040 as raunicipality overspent the

,Judgul;d expendilurs.

Ees?m‘-erneni of %:@rra'esp@ndingﬁgwes
25 1o the financial statements, ﬁf—\ corrasponding figuras for 30

Q
-e n rastated as a resuli of an arror discoversd during. 2014 in tha

71. As disclosed in n
of the municip !:iy at, and for tha year endad, 30 June 2013.

Juns 20113 have
firancial siaiem a7

M{ﬂnna] undﬂsppﬁdmg of tha condiicnal ﬂmiﬁl’

22 As disclosad in the néis 18110 ths Tmanuai swuﬁmeni the mumcnpahw has matsrially
underspent the condiiional gram: recaivad for basic sarvies delivery and infrastructurs

development programme to the armount of B8 135 454,

Addifional matlers - ' '
. L. . a . L]
-23. 1 draw atisntion {0 the matters balow. My opinicn is not modiiisd in respect of these

magars.

Ungudited sUpp]emen%ﬁw'schﬂduiw

on pagas xx 0 xx does not forr'l pari of the

24, Thea supplementary information sz st out
dditional information. | have not audited these

financial staternents and is presented as a
' sehedules and accardingly | do not exprass an opinion thereon.

-
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'Bnﬁudi‘}-ead disclosure notes

v

. In iu:ma of section 12::(?) (g) of tha M MA the municipality is requirad to disclose |
pariculars of non- romolianns with the MFMA, This dizclosnre remmiramant did nat form '

- pariof t the audit of the financial 3 atz*nems and accordingly | do Not xPrass an opinion
thereon. | : ' : : .
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23. In accordances with the PAA and the genaral notice IUSUEd in 1arms thergor, | repon the
following findings on the reporied ps arfermancs information against predstsrmined
. objactives for ssiected development priprities prasented in the annuai pshi mancs
“report, non-compliance with legislation as well as internal control. Ths DD]::CTI\IQ of iy
tests was 0 identify raportable findings as descriped undsr sach subhaading but not to
‘gathar svidence to express assurance on thebe matiars. Accordmgl\ 1 do not express
- &n opinion or conch.sion on thpsa maﬁers e Bl .

Predsterminad cbiechves

27. | pe med DFOC"C‘LFE‘-: to obtain e‘ndence about ihe usefuiness and reliability of the
ons d pnr‘orman inforration for the following selected davslopment priornitiss
snizd in the annual per norﬂance report of the municipality fOI‘IhB vear endad

v

s Basic service delivary and infrastructurs developrent on pagss X 10 X

s Local sconomic devslopment on pages x 10 X

« Financial viagility and management on pagss X {o X
s Good govarnanca and public parﬁcipaiion onpages X o X

28. | avaluatad the reported performance information addlr'si tne ovarall criteria of
usgfulness and reliability. L

22. | evaluated the usefulnsss of the reported periormancs inforrnation to detsrmine
whether it was pr ss=niad in accordance with the National Treasury's annual rsporting
prmrmles and whather the reportsd psriormancs was. ‘consistant with the plannsd
programmes. | further p=rorm:=d tests to detarmine whethar indicators and {argats were
wrelt dafined, verifiable, s::-:-cmc, measurablzs, time bound and relsvant, &s raquirad by .
the Mational Treasury's Framework for managing prorframme performancs information

(FMPPY).

30 o as;es;ed the raliability of the reporisd pcror*nanr‘e mfoma‘hon o determine whether it
was valid, accurate and comple’[:2

31. The rnaterial findings in respect of the selectsd develoornent obj,ecﬁves are as follows:
Basic Sjﬁmce deiwﬁnj cand :mrﬁsiwciure deﬁfeigpmwf

Usafulnass of reporied ‘pﬁr’ormmcn rﬁofmﬂ;ion -

Measurability

32. The FMPPI raquirss Ina‘* pprformanca md&caiora must bz well defined by having clear
_-daia definiiions o thai daia can b2 mollactad consistently and is 2asy to unds L::T':lf'ld and

2. Atotat of 23 % OJ the indicators Were not wali defingd. This was because :
manac'e—nem ulr‘ adhars {o the reguirsmants of the FMPPl as ths tucnmcdl m'hc;atm




dascrintions wars not wall definad. Thers was also a lack of standard opzrating
procedures and cocumanisd sysiem descriptions for ing acCuracs rSCorang Of BSIUR
E~F= 1

achievemenis and tachnical indicator ascriptions for the accurats measuremsnt,
recording and monitoring of performance. . '

Addifional matiers

. - . ' ¢
33. Afthough | raised no material findings on the ussiulness and reliability of the reporiad
" performance information for the sclected development: priorities, | draw.atisntion to.tie
jollowing matiers: R ST

Zchisvement of plannad jargets o — ,

34 Rafar to the annual periormance repori on nages x to xior information on the :
. achiaveman: of tha planned targats for the year. This infsrmation should b= considerad
in the contaut of the material findings on the usefuinsss and realizbility of ths reporiad
parformancs infermation for the selectad devaiopment prioritiss reporting in this report

" Adjustment of material misstaternents

- 257 idantifisd-material misstatermanis-in the znnual performancs regort submitiad 7or.

=

auditing on ih= raported performancs information of basic sarvices and infrastructurs,

local econcmic developrment and planning, financial viability and good governancs
narticipation priorities. s .

Camplicncs with laws gnd regulglions

nerformed procaduras to obiain avidance that ths municipality had complied with -
applicable legislation regarding financial matters, financial management and olhar
slated matters. My findings on matarial non-compliance witl spacific matiers in kay -
lagislaiion, as sat out in ths genegral notice issued in isrms of tha PAA, ars as follows:

36.

—

Annuai financial sigtermants, performance and annudl renorts

- a7. The financial statemanis subinitted for auditing wers not preparsd in all matsrial respecis
in accordance with the raquirements of sectjon 122 of the MFMA. Material :
misstatements of disclosura itams identified by the auditors wars subsacjuantly
correciad, rasulting in the financial staisments raceising a qualified audit opinion. -

23, Financial statarments wers not submitizd for auditing within two months afizr the end of
the financial ysar, as required by section 126(1) (&) of ine MIFMA. ’

0.

EU' 97’31 k4 ) B Y
35. Expenditurz was incurred in sxcess of the limits of the armounts provided for in the voies
of the approvad oudget in contravention of section 15 of the MFMA.



Sracyrarnant ond coplract mananemant

20, Inviiations for co‘r‘p:t:twe bidding were not ﬁhﬂmvn advertisad for a rﬂqlnrcd minirnum -
period of days, as rﬂqmrad by SCM regulation 2‘2(1) and 22(2)
41. Contracts and quotations wers awardsd to bidders pased on peipis given for cri’réria that

differad from those stipulated in the originat invitation for mdumg and guotztions, in
coniravantion of SCM Regulations 21(b} and 2&(1)(a) and ine Praferential Procursmsent

Pegu!ations

472 Contracts and quotatlons wers awardad to biddars wno dld not submzt a dectarahon on
whether they are amployed by tha state or conn °ct==-d to any p@rson c-m;:w[o'jfc-cl by the
stata, =5 requirad by SCM rngulavm 15(") - e s

43. Consiruction projacts wers not always registered with the Construction Industry
Dﬁvmior'r. ent Board (CIDB), a5 requirad 3,' action 22 of the CIDB Act and CiD3
regulation 18.

¢, Convracis and quo;ahms wers awardsd 1o pmvidmrt whoss {ax matiers had not bean
declarad by the South African Ravenus Sapvics Tf‘ be in ordsy, as required by SCM

_ regulation 43.

S
i:-

Expsnditure management

AS An adequa manﬂgpmﬁni accoumm 2 nuormatlun system was not In'piacs which
recognised expanditure when it was incurrad or eccount d for crndifor as rcquxred hy

saciion 65(2)(b) of the MFMA.

45, R=asonable at'—'—‘DS ware not taken to pravm lrrﬂgular expendﬁure and fruitlsss and
wasteful expenditurs, as requirsd by section 82{1)(d)of the MFMA

47. Monay owed by the mumcmalﬁy was not always paid within 30 days, as required oy
section 85(2) ( U) of the MEMA. . : .
Liability m anag:—""nani‘
48, An ad=quate management, arcounum and information sysizm which accounts for
liabilities was not in placs, as raquirsd by section 83(2) {2) of the MFMA.
Assels mgnﬁgemeni
49 An efiaciive sys?pm of internal cantrol for asseis was not in place, as requirsd by section

63(2) (¢) of tha MFMA.

intarnal conﬁroi

50. | considerad internal con‘trol rnlauant to my audii of the financial statements, annual
performance report and compliancs with legislation. Tne matiers reported below are
lirnizad fo the significant intarnal control deficiencies that resultzd in the findings on non#

compliance with legislation i included in ihis report.
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58,

57.

The awounrl‘ag officer did not exercise oversight rﬁspmamlhty ugardmg fmanu:lai and
3 =yet

4.Fn

i.Th nting officer did not develop end impisment adzquate policiss, procadurss 2nd

g uide i‘ie opsarations of the mumc.oam\j

. The accounting oificsr did not implement adsglizte measurss to snsure that the annual

financial statements wers adﬂquatvly reviawsd before it was submlﬁed for audit.

I
peiormiance reporting,- compliance and rclatea iriternal con.rols

Jeadership did not implamsnt effective hurnan resourcs managsmsni io ensure thal
e and smnclamly skilled resources ars in placs.

W «¢p,

adzqua

. Th= accouniing ofiicer did not :mplemem c:” the recom‘nendauons mad~ by th= mtnrnal

audit unit to improve ths internal control environmant and th eby accurate financial and

‘peiformancs reporting.

Non- complian 2 with lpglaiu’iIO'] coul:i nave pean pravanizd had compliance bsen
pru osily reviewsed and monitored. .

Manqg=mﬂm did not implameant the cla[iy and rnonm'y controls dQSIgn..d for the
mummpehry s businass procossss. :

Fo!okwane

10 February 2015
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