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REPORT OF THE AUDITOR-GENERAL TO THE FREE STATE LEGISLATURE AND THE 
COUNCIL ON THE MALUTI-A-PHOFUNG LOCAL MUNICIPALITY 

REPORT ON THE CONSOLIDATED FINANCIAL STATEMENTS 

Introduction 
1. I was engaged to audit the consolidated and separate financial statements of Maluti-A

Phofung Local Municipality and its subsidiaries set out on pages xx to xx, which 
comprise the consolidated and separate statement of financial position as at 
30 June 2013, the consolidated and separate statements of financial performance, 
statement of changes in net assets, cash flows statement, statement of comparison of 
budget and actual amounts, and appropriation statements for the year then ended, 
and the notes, comprising a summary of significant accounting policies and other 
explanatory information. 

Accounting officer's responsibility for the consolidated financial statements 
2. The accounting officer is responsible for the preparation and fair presentation of these 

consolidated and separate financial statements in accordance with South African 
Standards of Generally Recognised Accounting Practice (SA Standards of GRAP) and 
the requirements of the Municipal Finance Management Act of South Africa, 2003 (Act 
No. 56 of 2003) (MFMA) and 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 to enable the preparation of consolidated and separate 
financial statements that are free from material misstatement, whether due to fraud or 
error. 

Auditor-general's responsibility 
3. My responsibility is to express an opinion on the consolidated and separate financial 

statements based on conducting the audit in accordance with the Public Audit Act of 
South Africa, 2004 (Act No. 25 of 2004) (PM), the general notice Issued in terms 
thereof arid International Standards on Auditing. Because of the matters described in 
the basis for disclaimer of opinion paragraphs, however, I was unable to obtain 
sufficient appropriate audit evidence to provide a basis for an audit opinion. 

Basis for disclaimer of opinion 

Property, plant and equipment 
4. I was unable to obtain sufficient appropriate audit evidence regarding property, plant 

and equipment for the current and prior year due to the status of the accounting 
records. It could also not be confirmed if the management expert valuation 
methodology was appropriately and consistently applied. I was unable to confirm the 
balance by alternative means. In addition, the municipality did not review the useful 
lives of assets and residual values in accordance with Standard of Generally 
Recognised Accounting Practice, GRAP 17, Property, plant and equipment: I was not 
able to confirm the net carrying amount of property, plant and equipment and the 
impact on depreciation and amortisation as it was impracticable to do so. 
Consequently, I was unable to determine whether any adjustment to property, plant 
and equipment stated at R4 358092402 (2012: R4 375 899470) in the consolidated 
and separate financial statements was necessary. 

Payables from exchange transactions 
5. I was unable to obtain sufficient appropriate audit evidence regarding payables from 

exchange transactions for the current and prior period due to the status of the 
accounting records and inadequate systems implemented by the municipality. 
Material differences identified between the accounting records and third party 
confirmations could also not be confirmed. I was unable to confirm the balance by 
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alternative means. Consequently, I was unable to determine whether any adjustment 
to payables from exchange transactions stated at R214 581 376 (2012: R 200 720 
110) in the consolidated and separate financial statements was necessary. 

Consumer receivables 
6. I was unable to obtain sufficient appropriate audit evidence regarding consumer 

receivables for the current and prior year due to the status of the accounting records. 
Adequate supporting documents could also not be provided regarding transactions 
recorded in the general ledger and approval of indigent debtors. Consequently, I was 
unable to determine whether any adjustment relating to consumer receivables stated 
at R119 256 947 (2012: R85 206 593) in the consolidated and separate financial 
statements was necessary. 

Provisions for closure 
7. The municipality did not calculate the value of the present obligation of the provision 

for the environmental rehabilitation in accordance with SA Standard of GRAP, GRAP 
19 Provisions, contingent liabilities and contingent assets. The obligation was 
calculated on the total expected disturbed area and not the actual disturbed area as at 
year-end. I was not able to determine the correct value of the provision for closure for 
both the current and prior year stated at R 37 268 911 (2012: R 35 028 011) in the 
consolidated and separate financial statements as it was impracticable to do so. 

Receivables from exchange transactions 
8. I was unable to obtain sufficient appropriate audit evidence regarding receivables from 

exchange transactions for the current and prior year due to inadequate systems 
implemented by the municipality. I was unable to confirm the balance by alternative 
means. Consequently, I was unable to determine whether any adjustment to 
receivables from exchange transactions stated at R26 582 632 (2012: R18 566 532) in 
the consolidated and separate financial statements was necessary. 

Investment property 
9. I was unable to obtain sufficient appropriate audit evidence regarding investment 

property for the current and prior year due to the status of the accounting records. It 
could also not be confirmed if the management expert's valuation methodology was 
appropriately and consistently applied. I was unable to confirm the balance by 
alternative means. In addition, the municipality did not review the useful lives of assets 
and residual values in accordance with Standard of Generally Recognised Accounting 
Practice, GRAP 16, Investment property. I was not able to confirm the net carrying 
amount of investment property and the impact on depreciation and amortisation as it 
was impracticable to do so. Consequently, I was unable to determine whether any 
adjustment to investment property stated at R25 102 766 (2012: R26 402 452) in the 
consolidated and separate financial statements was necessary. 

Consumer deposits 
10. I was unable to obtain sufficient appropriate audit evidence regarding consumer 

deposits for the current and prior year due to the status of the accounting records and 
the municipality not providing me with evidence regarding repayments of consumer 
deposits. I was unable to confirm the balance by alternative means. Consequently, I 
was unable to determine whether any adjustment to consumer deposits stated at 
R24 614 851 (2012: R24 654 943) in the consolidated and separate financial 
str,ltements was necessary. 

Long-term receivable 
11 . I was unable to obtain sufficient appropriate audit evidence regarding long-term 

receivables for the current and prior year due to inadequate systems implemented by 
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