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=XOXODQGOXQLFLSDO
$XGLW UHSRUW



SHSRUW RI WKH DXGLWRU JHQHUDO WRDWKH .ZD=X(
/IHILVODWXUH DQG WKH FRXQFLO RQSDXImMAMDQG 'LV

| SBHSRUW RQ WKH DXGLW RI WKH ILQDQFLDO VWDWHPHQWV

2SLQLRQ

, KDYH DXGLWHG WKH ILQDQF DID® & WIDMMLALHF@MWOX R L FLISHD G X' X \
SDJHV « WR « ZKLFK FRPSULVH WKHRVMWDMWRMPEQWWRI ILE@RBFLD
WKH VWDWHPHQW RI ILQDQFLDO SHIWHWR WPDQHWW DAWDNWIP HFQWKR
VWDWHPHQW DQG WKH VWDWHPHQRURDWRRRDULW R @® RW E & O JIHY
IRU WKH \HDU WKHQ HQGHG DV QBQPLD® WW B VQRRHOMWW R QKB
VXPPDU\ RI VLIQLILFDQW DFFRXQWLQJ SROLFLHYV

,Q P\ RSLQLRQ WKH ILQDQFLDO V@ DW B PRHIDMHU § D 8 IHHOWS H B W/
SRVLWLRQ RI WKH =XOXODQG 'LVX\QUH.FW OXQGFL\SBOLYD @NVLD W
SHUIRUPDQFH DQG FDVK IORZV IRU WIGH QHFBIUZW\K K QV K & GBHRXK W &
$IULFDQ 6WDQGDUGV RI *HQHUDOO\ S\HARY QA$V B\E BFE B X G W IRQ J
*5$3 DQG WKH UHTXLUHPHQWV RI WG®& HF LRSFD00 ) t R DHYUF®IP HIQAD J 6
$FW Rl 6RXWK $IULFD $FW 1R G WKH 'LYQMISR@ @I 5HYHQXH
RI 6RXWK $IULFD $FW 1R  RI 'R5$

%DVLV IRU RSLQLRQ

, FRQGXFWHG P\ DXGLW LQ DFFRQ®DQ&FMDILAIKI &K HR QQ $KHELLGVL\
0\ UHVSRQVLELOLWLHV XQGHU WKRYHEWSDL@QGW KB VDR GHWRUWIK
UHVSRQVLELOLWLHV IRU WKH DXGUWFRVLR R HR I L\Y R Q\F UHS R WD W

, DP LQGHSHQGHQW RI WKH PXQLWKSWRHWQ W® DEBRWUEKQQ BH( |
BWDQGDUGV %RDUG IRRGHFRR HRMDRWVYLRQDO DEFPRXQWDQW V
FRGH DQG WKH HWKLFDO UHTXLR PR DWW VWV K \§ RXVWHK UsH O HFYD ¢
IXOILOOHG P\ RWKHU HWKLFDO UHWSRW K HEHOUWMWILHW H® HOFW R LD
(6%$ FRGH

, EHOLHYH WKDW WKH DXGLWLNY\WLSIHIQAAH Q WDDYGIGRE 8V RIHG. D W
EDVLV IRU P\ RSLQLRQ

(PSKDVLV RI PDWWHUYV

, GUDZ DWWHQWLRQ WR WKH BPVVQWWUFNREGHOIRZG O\ QREHQYERBRDW R
PDWWHUYV

BQFHUWDLQW\ UHODWLQJ WR WKH IXWXUH RXWFRPH RI OLW

$V GLVFORVHG LQ QRWH WR WKRXQLIGFD. G PIOD.AV V WIDW H A A R W&/H
FRQWLQJHQW OLDELOLWLHV DPRXRVOILGL SR BW\ L P LEH HRYE L K
GLVSXWLQJ WKHVH FODLPV 7KH XOWUWCADI® RRW SR RQWE&H ¥



GHWHUPLQHG DQG D SURYLVLRQ IRWBRWHRI WKHSE®PQRV H® VG
WR WKH ILQDQFLDO VWDWHPHQWYV

SHVWDWHPHQW RI FRUUHVSRQGLQJ ILIXUHV

$V GLVFORVHG LQ QRWH  WR WKAR LLUQHDVERQG®L QW DMW K P HY WR L
-XQH KDYH EHHQ UHVWDWHG WV DGHHIN@ G VR \RK HU SV ELOR

H[FKDQJH WUDQVDFWLRQV QRQ H[FKD@¥H SURBGVWIAWERQQWSD

HTXLSPHQW LQ WKH ILQDQFLDO VWD WWP IDQ\BVIRU WKH PHKDW FH.GQ
-XQH

2ZWKHU PDWWHU

, GUDZ DWWHQWLRQ WR WKHLFDYPRWHB RGILORZG 0LQRSHYBERGW RI
8QDXGLWHG GLVFORVXUH QRWHYV

,Q WHUPV RI VHFWLRQ H RI QKM W)V UWKXLPKGLWIRSGLVFC
SDUWLFXODUV Rl QRQ FRPSOLDQFH H WHKTWKHHPE® W IGIL\G GLRAF
SDUW RI WKH DXGLW RI WKH ILQIBQRUDO® \ZW D3RHO RQYWN S DGV DI
RSLQLRQ WKHUHRQ

SHVSRQVLELOLWLHV RI WKH DFFRXQWL § %W B WHPHHWD WVRW WKH

7KH DFFRXQWLQJ RIILFHU LV UH\BSRQGLIEDAK IRWHWKE WWSRQ I
ILQDQFLDO VWDWHPHQWY LQ DFFRIWIRGDOFH Q& KV WIK HU B § X6LWWBI®
RI WKH 0)0$ 'R5%$ DQG IRU VXFK LQWRNXQWQ QFRRIWLLFRIQ BH WK H F
QHFHVVDU\ WR HQDEOH WKH SUHSDQWMWR QW IDILID DQH#H O O RPVE
PLVVWDWHPHQW ZKHWKHU GXH WR IUDXG RU HUURU

,Q SUHSDULQJ WKH ILQDQFLDDQUWIWRFAHQW W WIS Q¥ ERG B WR
WKH =XOXODQG 'LVWULFW 0XQLM\S DOIRL\JY PEQPH WO WR. ¥ RQR/
DSSOLFDEOH PDWWHUV UHODWLQNKWMRIBRRQQJF RR®HFAHQQEDQGVXR
DFFRXQWLQJ XQOHVV WKH LQW H RFLISP® LW \WRRJ TIHTDAMHE RS H UVD M
WKHUH LV QR UHDOLVWLF DOWHUQDWLYH EXW WR GR VR

$XGLWRU JHQHUDOYfYV UHVSRQVLELODWEH®DQRUN\D WHH DEXG\Y W

0\ REMHFWLYHV DUH WR REWDLQ WHKMWRQDLE W/K HD VIV @ RLFHO D\E
DV D ZKROH DUH IUHH IURP PDWHUWULG®HPW\RVMWDW & PRHD WU ZR Y WI
LVVXH DQ DXGLWRUYJV UHSRUW WKDW HQROXGHW PHRYLD LKRQK®
RI DVVXUDQFH EXW LV QRW D JXREWEWHIQ \IRDRUDGOQ @G Z WWHKF
ZLOO DOZD\V GHWHFW D PDWHULD/OVP OV VWD DN ARBDQYWAK FDQQ WL
IUDXG RU HUURU DQG DUH FRQVLGHRW G P DWHIHIDWH WERB\L ¥R
UHDVRQDEO\ EH H[SHFWHG WR LQIOXH QR WK MW BIR R Q RRPQ FN & H Fi
Rl WKHVH ILQDQFLDO VWDWHPHQWYV

$ IXUWKHU GHVFULSWLRQ RI PXGHWSRQVKHLQRWDRHEY DA W WRWH
LQFOXGHG LQ WKH DQQH[XUH WR WKLV DXGLWRUfV UHSRUW



‘SHSRUW RQ WKH DXGLW RI WKH DQQXDO SHUIRUPDQ‘FH UHS/|

,(QWURGXFWLRQ DQG VFRSH

,Q DFFRUGDQFH ZLWK WKH 3XEOLF $XGEW $RW RRIGRXWIKS$S$ULF
DQG WKH JHQHUDO QRWLFH LVVXKHGEWLHRYWUPLNOWWKH WHRRU H KDY\
ILQGLQJY RQ WKH UHSRUWHG SHUIBRURD & WH UP LRWIRD RVEN IF BVILD
VHOHFWHG GHYHORSPHQW SULR U LSWLH R (SRIHYFHHQ WH SRIUQV W K 8 HI
SURFHGXUHV WR LGHQWLI\ ILQGL@AN \ERWH SRW WWRDMDAX K 1B Q FHHY |

0\ SURFHGXUHY DGGUHVV WKH UH SR UWKIG I8 PXNRW FEDMQ E Bl VIHE RR
WKH DSSURYHG SHUIRUPDQFH SODQQD®LVWRFXRBIDW @ RW \MKXB &
WKH FRPSOHWHQHVYV DQG DSSURSU ILMGHBBIWRRM RHBIVKBINR UE
LQ WKH SODQQLQJ GRFXPHQWYV 0\ WHRFH®RUMY\ 05Q VR GR\GX QR \
DVVHUWLRQV UHODWLQJ WR SODQQE&ERBHDVWRLRAD Q6 HJWWSHDFH J
SHULRGV WKDW PD\ EH LQFOXGH GJ IRW BD Q WHRL QVK bl PDDMSLRRWOW H G
$FFRUGLQJO\ P\ ILQGLQJV GR QRW H[WHQG WR WKHVH PDWWH

, HYDOXDWHG WKH XVHIXO QWS RQ\EHGHSHDERORIVQ FRH IWXIRUPL
DFFRUGDQFH ZLWK WKH FULWHULDQGHYPDRBHP HORWP DKG SHHSIF
IUDPHZRUN DV GHILQHG LQ WK HOXMRZH QD O/ B WEWH Gl &Yl YWOR B
SULRULWLHY SUHVHQWHG LQ WKH KH) © X Q DFS B D CRWP\DIRHWKHS F
HQGHG  -XQH

'"HYHORSPHQW 3DJHV LQ [
SHUIRUPDQFH [UHSRUW

%DVLF VHUYLFH GHOLYHU\ [ [
/IRFEDO HFRQRPLF GHYHORSPHQW [ [

, SHUIRUPHG SURFHGXUHV WR GRIUWHUG® ISGIH IRUPDIQHFH WEHR UPB
FRQVLVWHQW ZLWK WKH DSSURYHG SHUIRHB DRUFAH SO R Q Y KGLU C
SURFHGXUHV WR GHWHUPLQH ZKHW KB UMD KHHVQ\G ZFHW RRUHD B R G
UHOHYDQW DQG DVVHVVHG WKH URLOALIDER @ LL\PV FRU PDKAH. R ® SRR V
GHWHUPLQH ZKHWKHU LW ZDV YDOLG DFFXUDWH DQG FRPSOH

I+ |1+

, GLG QRW LGHQWLI\ DQ\ P DXWH IX.MDM®PHMW 0 RGJIV HRIQL WKHO LW\ R
SHUIRUPDQFH LQMKHDIMDMEWRIE GHYHORSPHQW BUORULWLHYV
RI P\ UHSRUW

2ZWKHU PDWWHU
, GUDZ DWWHQWLRQ WR WKH PDWWHU EHORZ
$FKLHYHPHQW RI SODQQHG WDUJHWYV

7KH DQQXDO SHUIRUPDQFH UHSRUWLRQRSPDHWWLR @/ R Q W& AODXRX
RI SODQQHG WDUJHWYV IRU WKH LIGBIG DRG W KSHOXQ® MU P@\G KRR
DFKLHYHPHQW RI D QXPEHU RI WDUJHWYV



$GMXVWPHQW RI PDWHULDO PLVVWDWHPHQWYV

, LGHQWLILHG PDWHULDO PLVNWIRWRPRBGW W i §RW KHVXE O KV O 19
DXGLWLQJ 7KHVH PDWHULDO PLVVWWWDHEHBHQVRW ZB Q FHRIQQ WRUP
WKH EDVLF VHUYLFH GHOLYHU\ GBYHPRSWHOQXE SHWTRHWQW O \$VRR
WKH PLVWWDWHPHQWY , GLG QBW R® MvKH DXQAHR B Q/GIHN. YD @ QLCQ G |
WKH UHSRUWHG SHUIRUPDQFH LQIRUPDWLRQ

‘ SHSRUW RQ WKH DXGLW RI FRPSOLDQFH ZLWK OHJL\*ODWLR

L, QWURGXFWLRQ DQG VFRSH

,Q DFFRUGDQFH ZLWK WKH 3%$$ \D\QCH @& K19 JHHUHRAD & IKQHRWWLRAH, K D
UHVSRQVLELOLW\ WR UHSRUW P DW RAM LR OVIK 1§ ®X@L\F IRSD O/IK\WM \ FZ-
VSHFLILF PDWWHUV LQ NH\ OHJLVODARLR®H QVBHIV IRQFBH Q@ JSURKW
JDWKHU HYLGHQFH WR H[SUHVV DVVXUDQFH

7KH PDWHULDO ILQGLQJV RQ FRMS/OHDY EIY NHN KO M SENFQ DIVFLR Q \
IROORZV

$QQXDO ILQDQFLDO VWDWHPHQWYV

7KH DQQXDO ILQDQFLDO VWD WHPHQMYVHVYEWLSWHS® URIG D RQGRLE
UHVSHFWV LQ DFFRUGDQFH ZLWK WKH WHHXQ)DSP 19 QW M URLID\OH F V
PLVVWDWHPHQWYV RI ZRUN LQ SURJUWHHV®HIMWA ILLHGH EX OMKWKH HS G
WKH VXEPLWWHG ILQDQFLDO VWD WHPHOQMG/ DHWHK OAXEY B TXOHW KW
VWDWHPHQWY UHFHLYLQJ DQ XQTXDOLILHG DXGLW RSLQLRQ

SURFXUHPHQW DQG FRQWUDFW PDQDJHPHQW

, Q LQVWDQFHY JRRGY DQG VHWYXHWDEZRWHK W UDQVAHUMLR Q Y
SURFXUHG ZLWKRXW LQYLWLQJ FRPGXWMIALEDK BIXGB OD & KIHLTX L
ODQDIJHPHQW 5HIJXODWLRQ 06&05 D

, Q LQVWDQFHYVY FRPSHWLWLYHCEEGE DIGWHE ®IGAMDXNGLR® W R BPE
ZDV QRW DSSURSULDWHO\ FRPSRVHG LQ DFFRUGDQFH ZLWK 0

7KH SUHIHUHQFH SRLQW V\VWHP ZRN QBRRFREBBEPHR®W IR) JRRGV
VHUYLFHV DERYH 5 DV UHTXLKHG UENI'HRHAQMRL® O BURIFWUHF
3ROLF\ )UDPHZRUN $FW RI 6RXWK BIULFIB33)$%$ $FW 1R R

%LG GRFXPHQWDWLRQ IRU SURFXUHREQRURO RRP B RFRIQW HHYWG E
SURGXFWLRQ GLG QRW VWLSXODWH WEKRPWEDMXP QWKXSHRGROG
UHTXLUHG E\ WKH 3UHIHUHQWLDO3BURFXUMPKB® 5@ IXDWRWL RQ
333)$

&RPPRGLWLHYV GHVLIQDWHG IR BVWIRFQP OZHRQAWSHIRW XUMHE&G SURB X
ZKR GLG QRW VXEPLW D GHFODUBUREBRFRMQ FORFDY FRDXWNKHAW B



&RPPRGLWLHYV GHVLIQDWHG IR BVWIRFP OZ HRQAWSHIRW XUMHE&G SURB X
ZKR GLG QRW PHHW WKH SUHVFULEHG PRQGKXFXA RX DPBCKRROGW R
UHTXLUHG E\ 335

([SHQGLWXUH PDQDJHPHQW

(ITHFWLYH VWHSV ZHUH QRW W IHN SII9QWE R VEXIWHH IRQ W LUURILROODRR
GLVFORVHG LQ QRWH WR WKH XLQIHEF ED @ F/AVWOLR QP HQ WG/ Rl
0)0$

+XPDQ UHVRXUFH PDQDJHPHQW

-RE GHVFULSWLRQV ZHUH QRWLIQVAKDF® LIVE&SIREL (RUPBI QW 3 ZVHW W
UHTXLUHG E\ VHFWLRQ E RI WKH OX$AW LISDO 6RVWHPV $FW
06%

$SSURSULDWH VI\VWHPV DQG SURFHBEBBX®& HVW MRX B RAIL 3HRWI RRIIFP D
VWDII EHORZ WKH OHYHO RI VHQ GRIY HPORDH G PIHRGVD GR 8 W K)&R WD
UHTXLUHG E\ VHFWLRQ G RI WKH 06%

2WKHU LQIRUPDWLRQ |

7KH DFFRXQWLQJ RIILFHU LV UH\PDRWOLNRE OHK HR B WKKHH R\@ KRIWP D
FRPSULVHV WKH LQIRUPDWLRQ L QFHODFEKHICQ EQ Y\GKHH/ DMKHX P D\R H ¢
IRUHZRUG DFFRXQWLQJ RIILFHUYV YV QUK B XROA MH B RIPQIRVW BIW 1. R
QRW LQFOXGH WKH ILQDQFLDO VW\W VDIHRHYWRV M K H @KL W® GH
SULRULWLHYVY SUHVHQWHG LQ WKH XPYXDBHSIQUVEBHIFDQFD QOGS B
LQ WKH DXGLWRUfV UHSRUW

0\ RSLQLRQ RQ WKH ILQDQFLDORQWDK\HH B H 8 RIUWWIHEG SIH Q IRUPIVQ
LQIRUPDWLRQ DQG FRPSOLDQFH ZMWKH GRAN K WO DL\VPLR QP®RV DRQV O
QRW H[SUHVV DQ DXGLW RSLQLRQ REOXYL RRUW KRH IDHVR/X U D Q F H

,Q FRQQHFWLRQ ZLWK P\ DXGAR/ UPDGHWER QRM.EHO LW\ RV P DW L
GRLQJ VR FRQVLGHU ZKHWKHU WK HORW K®& BRIQ RVM B @/\WRZL WK |
ILQDQFLDO VWDWHPHQWY DQG W KJH W HIDW W H & HEHAWVHI® R §PW R M
SHUIRUPDQFH UHSRUW RU P\ NQRGOWG RN REWKBIUZH G H. Q S/BKIHD U
PDWHULDOO\ PLVVWDWHG

, EDVHG RQ WKH ZRUN , KDYH LSHBLWRALPMICR R QR B/W B LRWIGHSU L R
RI WKLY DXGLWRUfV UHSRUW | DARIQEIOXG B W K DWD W H A/HKGIW HR L WV
LQIRUPDWLRQ , DP UHTXLUHGHWRRWHSREM. WHK®\WADFRY WIKHD RV
LQIRUPDWLRQ DW GDWH RI WKLV UHSRUW

|  QWHUQDO FRQWURO GHILFLHQFLHV |

, FRQVLGHUHG LQWHUQDO FRRIWUIRI ILBOBFDRW WWRD RAHP XH@LWW
SHUIRUPDQFH LQIRUPDWLRQ DQG RRPISVIODYFLR DL W R DHEYSOL FP\
REMHFWLYH ZDV QRW WR H[SUHVV DQ\ IRUP RI DVVXUDQFH WK



7KH PDWWHUV UHSRUWHG EHQRIZFDQMW Q QPN MHED & FF RVOAW URLA @G
UHVXOWHG LQ WKH ILQGLQJV RQ WHKH G & UQR V PRDQ F R RSHOE.FOUWF HD
OHJLVODWLRQ LQFOXGHG LQ WKLV UHSRUW

/IHDGHUVKLS

JHDGHUVKLSTV RYHUVLJKW ZDV UGBEWILXOWH LIQQSUBRYY RWQLW K
DQG SHUIRUPDQFH UHSRUWLQJ DV ZHIORQDV FRPSOLDQFH ZLWK

J)LODQFLDO PDQDJHPHQW

6HQLRU PDQDJHPHQWITV LPSOH P HIG W DWHRHQ R/IVWRKYHH 0680 B FUX U +
DQG FRQWUDFW PDQDJHPHQW ZDV LRIREEDMDMW R GUBRYX DWIGQD |
VXEVWDQWLDO DPRXQW RI LUUHJX® D)X HN\KHUPIRWXU HP EGD QH PLH
GLG QRW SHUIRUP DGHTXDWH UHYLHQ® FLWDROF B QGHYHIUQ RIWHP\DSHFH/
UHSRUWLQJ UHVXOWLQJ LQ PDW HRULIDO GIKOQ\ M X EW R WY HRAU PROW
ZHOO DV ILQGLQJV RQ FRPSOLDQNHLDIP®DK ®HDE L @ QWK UH LDHBIRW |

SLHWHUPDULWI]EXUJ

1RYHPEHU

A UDITOR-GENERAL
SOUTH AFRICA

Auditing to build public confidence



$QQH[XUH =+ DXGLWRU JHQHUDOfVXGHWSRQVLELOLW\

$V SDUW RI DQ DXGLW LQ DFFRURNGIFSURIWKVWR 8D 6$M X G HEIR Y Q
PDLQWDLQ SURIHVVLRQDO VFHSW LW KWPI MOGURLIKR X\W PW B R GQW \
SURFHGXUHV SHUIRUPHG RQ UHSRUWHG $§WHI® ERD/GIFOR § © HRUNP S\
DQG RQ WKH =XOXODQG 'LVWULFWWRK QHRLSHDFOA WAR VWKRP 880 B © W
PDWWHUYV

JLQDQFLDO VWDWHPHQWYV

,Q DGGLWLRQ WR P\ UHVSR ®\KLE LIOQ BV A RVOWMKDIK-GALWQ WV DV Gt
DXGLWRUJV UHSRUW , DOVR

X

LGHQWLI\ DQG DVVHVV WKH ULVNRI RVKRD M. B D QIFQ DFA. W\NDIWNHHPR
GXH WR IUDXG RU HUURU GHVLJQHYQGHYISRIRWLPY B YGR W ISR RHF
REWDLQ DXGLW HYLGHQFH WKDW WR $XIRIYEIGH BDIDG \D $SBU A3
7KH ULVN Rl QRW GHWHFWLQJ D MDL\@BUUB® PUINXG DW KP BIQNMU
RQH UHVXOWLQJ IURP HUURU DV |UWIXGE P D\QMHRVDLYRIQMDRO RKXL
PLVUHSUHVHQWDWLRQV RU WKH RYHUULGH RI LQWHUQDO FR

REWDLQ DQ XQGHUVWDQGLQJ RVR QWKHUMD®L WRIQWRBGHIH®WRY
SURFHGXUHV WKDW DUH DSSURSULQR\W LRUWKKHFEX B IRV W RQ |
H[SUHVVLQJ DQ RSLQLRQ RQ WKH HJ OHLFWW Y HQNWURID W KFHR © W/

HYDOXDWH WKH DSSURSULDWHQHVDQRE WKFR Y B DN.RQ DSERICH.EH |
DFFRXQWLQJ HVWLPDWHY DQG UHO DWHRXGMULFQIRR X UFHWUP DG H

FRQFOXGH RQ WKH DSSURSULDWHQHXVHRRWWHKH FRREDWR QB |
EDVLV RI DFFRXQWLQJ LQ WKH SUHBPRBQWR Q, Rl OVIRHFIR. Q D@¥
RQ WKH DXGLW HYLGHQFH REWD L QMG LLKWHWHK[H ¥ WDV PUDRCHDUAL B G
FRQGLWLRQV WKDW PD\ FDVW VLJQQLW\Y§W BIRXEW RE® \WRE W
JRLQJ FRQFHUQ ,I , FRQFOXGH W KPW \BVP D VDHUW B DXX Q ABUWD
DWWHQWLRQ LQ P\ DXGLWRUTV UH\SRQ W WH W& B QFH.O D\VWH\ED &
WKH PDWHULDO XQFHUWDLQW)\ RU X.OWH FW RS P\RFEARY WK H VRS U ¢
WKH ILQDQFLDO VWDWHPHQWYV 0\ FRQIRWPDVRICRQDIMDEOUHEG F
WKH GDWH Rl WKH DXGLWRUYVHODME\R BW F-RRZGIWHIUR Q X WPXOU HF BiX
PXQLFLSDOLW\ WR FHDVH FRQWLQXLQJ DV D JRLQJ FRQFHUQ

HYDOXDWH WKH RYHUDOO SURQMMMOIWRR®Y KWW UQB QKIUMHO D\Q/\G
LQFOXGLQJ WKH GLVFORVXUHV DIQRHDRAHWHEHSUWKH QUWQW® ALY
WUDQVDFWLRQV DQG HYHQWYV LQSURDBQWD WLKRIQN DFKLHYHV

&RPPXQLFDWLRQ ZLWK WKRVH FKDUJHG ZLWK JRYHUQDQFH

FRPPXQLFDWH ZLWK WKH DFFRX QN LRW KH ILL PHDW WHLUDVWU GALKQH  SIDH

DQG WLPLQJ Rl WKH DXGLW DQGLWQIFXNGILRDQ DX GLOW IILRIEQ W J&
LQWHUQDO FRQWURO WKDW , LGHQWLI\ GXULQJ P\ DXGLW

DOVR FRQILUP WR WKH DFFRXBM\LKHGRZ LWF K W MIXHDYAD Q W DH \M KHHF |

UHJDUGLQJ LQGHSHQGHQFH DQG FRPPEQRWEWUYH P D\ WHIDD W KR @
UHDVRQDEO\ EH WKRXJKW WR KD QI HDQEHDRQ G J RH B H LISSSHOIHF D E
VDIHIJXDUG
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Audit Committee Report to the Council of Zululand District Municipality

Background
Audit Committee mandate

The Zululand District Municipality has established an Audit and Audit Performance Management
Committee in accordance with section 166 of the Municipal Finance Management Act, Act no 56 of
2003 (MFMA) and section 14(2)(c) of the Local Government Municipal Planning and Performance
Regulations, 2001 (Regulations). Consideration has also been given to section 14(2)(c) of th
Regulations and MFMA Circular No. 65 issued by the National Treasury in November 2012 as well as
the recommendations contained in the King Report on Governance for South Africa 2016 (King IV

Role of the Audit Committee

The role of the Audit Committee is to assist the Zululand District Municipality in achieving its strategic
goals and objectives, by helping to maintain effective internal controls, risk management, accurat:
financial reporting and corporate governance principles, and other such duties as may be directed by t
Council and Accounting Officer.

The Audit Committee must review and assess the qualitative aspects of financial reporting, the
PXQLFLSDOLW\YVY SURFHVVHV WR PDQDJH E XV esaHd/cdempli@Ge | L Q
with applicable legal, ethical and regulatory requirements.

Audit Committee members

The Audit and Performance Management Committee, consisting of independent, external membei
listed below, is required to meet at least 4 times per annum as per the Audit Committee Charter, althou
additional meetings may be called as the need arises. The Audit Committee has met more tlsan 4 tim
for the financial year 2016/17.

We present our report for the year-end 30 June 2017

Audit Committee Members and Attendance

Details Qualifications Meetings | Status
Mr. P. Mntambo(AC Chair) | Bcompt, Project 5/5 Active
Management, Postgradug
Diploma in Law: Criminal
Justice and Forensic
Investigation & MBA

Mr. M.C. Ndwandwe Bcom 5/5 Active
Mr. M. Ngcobo NDIP Town & Regional | 4/5 Active
Planning
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The Council of Zululand District Municipality has appointed its Audit Committee to assist the
municipality in advising:

X Municipal Council, the political office-bearers, the accounting officers and the management
staff of the municipality, accounting officer and the management staff of the municipal entity,
on matters relating to:

Internal financial control and internal audits;

Risk management

Accounting Policies

The adequacy , reliability and accuracy of financial reporting and information
Performance management

Effective governance

Compliance with this Act, DORA and any other applicable legislation (MFMA 56 of
2005, Section 166(2)(a)(i-ix)

NoasMwDdPRE

In order for the audit committee to be effective and able to advise according we rely on the reports
prepared by internal audit, information obtained from the management and accounting officers.

The following matter has been brougbthe attention of the council of Zululand District
Municipality:

Internal financial control and internal audits

There were no noted changes in the financial control during 2016/17 and per the work performed by
internal audit unit there was no material changes reported.

Internal Audit Unit

The Internal audit is outsourced from PWC a firm of independent accountants and registered auditors
They have presented their audit plan which is risk based in August 2016. All assignments per the audi
plan were performed and reported to the audit committee in our quarterly meeting.

Recommendations

X The municipality to ensure that all recommendations from the Internal Audit and Audit
Committee implemented.

Risk management

Risk management becomes an important part in any business because of an increase in probability of
occurring of events that could have positive or negative impact in the business. The municipality does
not have risk management committee in place.
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Audit Committee recommendation(s)

X The chairperson of risk committee to report to the chairperson of the audit committee on the
risk assessment conducted.

Accounting Policies

A mid-year and final year annual financial statements and accompying policies and notes were
reviewed. There were no changes in the accounting policy and were constantly apply in relation to
prior year.

The adequacy, reliability and accuracy of financial reporting and information

The financial statements are prepared internally by the Finance department. It is further reviewed by
internal audit and audit committee. The audit committee further call another meeting to review and
ensure all changes recommended are enacted in the annual financial statements. Therefore, the
committee was satisfied with the adequacy, reliability and accuracy of financial reporting information.

The audit committee wish to commend the finance department for exceptional work in preparation of
credible and reliable AFS and were submitted on time to AG 31 August 2017.

Performance management

The performance management is also done internally through the department of Planning. The report
then sent to Internal Audit for audit and to ensure its compliance with Act. There was only
insignificant findings which was cleared by relevant HOD. The report also presented to the Audit
committee on a quarterly basis.

Recommendations
X The external service provider to be monitored on a quarterly basis.
Effective governance

In ensuring good practice of governance the audit committee has managed to meet its target to at lea:
meet four times per annum, in the committee has met more 4 times and in our meetings the MPAC
chair was always invited and MPAC always invite audit committee chair.

Recommendations

x The MPAC to ensure that council recommendations and audit committee recommendations be
implemented on time.

x To strengthen the MPAC and Audit committee relationship in ensuring good governance
training.
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Compliance with this Act, DORA and any other applicable legislation

In terms of the Internal Audit reported tabled to the audit committee the municipality has improved in
compliance, however, there is still a room of improvements.

Debtor Collection/Own Revenue Management

Cash management is part of the strategy of revenue enhancement for the municipality. The
municipality need to do debtors cleansing exercise. The municipality to improve the collection on long
outstanding debts.

Performance Evaluation

Themid-year performance evaluation for the head of departments and municipality manager were
performed and all stakeholders were present.

Recommendations
X To enforce and instill thenid-year performance of the external service provider.
Service Delivery

The main service delivery by the municipality is to supply water and sanitation through the whole
district of the municipality. The Technical Department has managed very well in terms of ensuring alll
open project are monitored and evaluated against the budget.

Recommendations:

X As a critical responsibility of the municipality it must ensure that all service provider are
monitored and evaluated and ensure the service delivery does not interrupted.

Prior Year AG Queries and Dash Board Report
AG Queries

The auditor general queries raised in prior year were included in the audit plan which the internal audi
was assisting the municipality in clearing them.

Irregular Expenditure

The audit committee has noted a significant increase in irregular expenditure. The main course was
due to poor planning and failure by SCM unit to implement SCM policies and regulations.

Recommendations
The Municipal Public Accounts Committee must:

x Investigate all irregular expenditure from prior years,
X Advise the Council on expenditure that need to be written-off
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x Recommend further clarity and investigation on cases where sufficient explanation and
document was not obtained from management.
x Ensure all irregular expenditure are written-off at year-end (30 June 2018)

Going-Concern

The Annual Financial Statements for 30 June 2017 has shown that the current liabilities exceeded
current assets.

Recommendations

X The municipality need to review its financials and other sources of revenue to improve its
financial status.

Auditor-General Report

The audit committee has welcomed the Auditor-General Report for the ended 30 June 2017. The auc
committee will ensure that all matters raised in the management letter those that affect the audit outcon
and annexure B matters are attended to and resolved by 30 June 2018.

Conclusion

The audit committee wish commends a working relationship with the administration in discharging its
responsibility.

Phumlani Mntambo

Chairperson of the Audit Committee
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