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REPORT OF THE AUDITOR-GENERAL ON THE FINANCIAL STATEMENTS OF
THE SPECIAL INVESTIGATING UNIT FOR THE YEAR ENDED 31 MARCH 2001
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AUDIT ASSIGNMENT

The financial statements as set out on pages 23 to 35 of the Special Investigating Unit
Annual Report, for the year ended 31 March 2001, have been audited in terms of section
188 of the Constitution of the Republic of South Africa, 1996 (Act No. 108 of 1996),
read with sections 3 and 5 of the Auditor-General Act, 1995 (Act No. 12 0£1995). These
financial statements, the maintenance of effective control measures and compliance
with relevant laws and regulations are the responsibility of the head of the special
investigating unit (Unit) as the accounting officer. It is my responsibility to express an
opinion on these financial statements and the compliance with relevant laws and
regulations, applicable to financial matters, based on the audit.

REGULARITY AUDIT

Nature and scope

Financial audit

The audit was conducted in accordance with generally accepted government auditing

standards which incorporate generally accepted auditing standards. These standards

require the audit to be planned and performed to obtain reasonable assurance that the

financial statements are free of material misstatement. Anauditincludes:

* examining, on a test basis, evidence supporting the amounts and disclosures
included in the financial statements,

* assessing the accounting principles used and significant estimates made by
management, and

* evaluating the overall financial statement presentation.

Ibelieve that the audit provides a reasonable basis for my opinion.

Compliance audit

Furthermore, an audit includes an examination, on a test basis, of evidence supporting

compliance in all material respects with the relevant laws and regulations which came

tomy attention and are applicable to financial matters.

Ibelieve that the audit provides a reasonable basis for my opinion.

Qualification

Financial audit

Trustaccounts and bank balances

The Unit currently operates a number of “trust accounts”. These “trust accounts” are

used as accounts in which the Unit surrenders and keeps in trust recovered money until
such time as it is paid to the relevant third party.

2.2.2.

2.3

2.3.1

23.2

The money recovered and held in trust and the bank balances in respect of these
recoveries as at 31 March 2001 amounted to R1 344 777 (31 March 2000:

R4 615 588) and R1 727 701 (31 March 2000: RS 570 807), respectively (note 8 to the
financial statements). The difference between bank balances and amounts payable,
represents interest earned less bank charges.

The interest earned on these "trust accounts" is utilised by the Unit for the funding of
operational expenditure, as no collection commission is charged to the state
organisations and no direct expenditure relating to an investigation is recovered from
the organisation. .

As stated in my previous reports, dated 29 September 2000, there are still inadequate
systems and control structures relating to the aforementioned trust accounts and bank
balances, which resulted in continued uncertainty with regard to the completeness of
these accounts.

Compliance audit
Unit's legal/fiduciary position

The Unit was established under Proclamation No. R24 of 14 March 1997 in terms of the
Special Investigating Units and Special Tribunals Act, 1996 (Act No. 74 of 1996).

As stated in my previous reports, dated 29 September 2000, there still exits
uncertainties regarding the Unit's legal/fiduciary position, which include final
accountability, accounting policies, format of financial statements, reporting
procedure, retaining of surplus and compliance with financial regulations in terms of
the Exchequer Act, 1975 (Act No. 66 of 1975), and other regulations and procedures
commonly used by government departments and applicable to the Unit for the year
under review. However, the Unit was effectively listed as a Schedule 3 Public Entity in
terms of the Public Finance Management Act, 1999 (Act No. 1 0£1999), as from 1 April
2001.

Qualified audit opinion

Financial audit

In my opinion, except for the effect on the financial statements of the matter referred to
in paragraph 2.2.1, the financial statements fairly presents, in all material respects the

financial position of the Special Investigating Unit at 31 March 2001 and the results of
its operations and cash flow for the year then ended in accordance with generally

-accepted accounting practice.

Compliance audit

Based on the audit work performed, except for the matter referred to in paragraph 2.2.2,
nothing has come to my attention that causes me to believe that material non-
compliance with rules and regulations, applicable to financial matters, has occurred.
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EMPHASIS OF MATTER

Without further qualifying the audit opinion expressed above, attention is drawn to the
following matters:

Going concern

The going concern concept assumes that an entity is ordinarily viewed as continuing in
business for the foreseeable future, with neither the intention nor the necessity of
ceasing or closing down operations.

Uncertainty exists regarding the future of the Unit, although there are indications that as.
long as the Unit still has work to complete the Unit would continue to operate.
Attention is drawn to the Chairman's report regarding the uncertainty.

Judgement of the President of the Tribunal: Recovery of debt

As stated in my previous reports, the President of the Tribunal was prompted by the
High Court judgements to revisit the approaches of the Tribunal that had been accepted
until then, with regard to actions wherein the Unit had sued as plaintiff in its own name,
for the recovery of arrears in rates and taxes, water and refuse charges owing by various
defendants to various transitional local councils.

In judgement, dated 26 June 2000, the President of the Tribunal concluded that it was
not within the ambit of the Act for a special investigating unit to engage in the recovery
of debt.

The Unit applied for amendments to the act to enable it and the Special Tribunal to
resolve the issues. However, interim measures had been implemented to adhere to the
judgement.

APPRECIATION

The assistance rendered by the management and staff of the Unit during the audit are
sincerely appreciated.

-/%.

!

HvanZyl
Jfor AUDITOR-GENERAL

Pretoria .
23/07/2001 -

REPORT OF THE AUDITOR-GENERAL ON THE ACHIEVEMENTS BY THE
SPECIAL INVESTIGATING UNIT FORTHE YEAR ENDED 31 MARCH 2001

1.

3.1

4.1

AUDIT ASSIGNMENT

The schedule of achievements as set out on page 36 of the Special Investigating Unit
Annual Report for the year ended 31 March 2001, has been audited following the
agreement with the Department of Justice and Constitutional Development and the
Head of the Special Investigation Unit. This schedule is the responsibility of the Head
ofthe Unit as the accounting officer. Itis my responsibility to express an opinion on this
schedule of achievements based on my audit. '

NATURE AND SCOPE

The audit was conducted in accordance with generally accepted government auditing
standards, which incorporate generally accepted auditing standards. These standards
require the audit to be planned and performed to obtain reasonable assurance that the
schedule of achievements is free of material misstatement. Anauditincludes:

» examining, on a test basis, evidence supporting the amounts and disclosures
included in the schedule of achievements,

+ assessing the accounting principles used and significant estimates made by
management, and 5

e

+ evaluating the overall presentation of the schedule of achievements.

I believe that the audit provides areasonable bas§s for my opinion.

BicA

QUALIFICATION | =

Control environment

A case tracking systems (CTS) had been used by the Unit to manage. and control
achievements. This system had not been managed effectively, as reported in my
previous report dated, 29 September 2000.

For the year under review no case tracking system had been used as the Unit is in the
process of implementing a new system. The manual system increased the risk of
completeness and accuracy of the recording of the achievements of the Unit. Asaresult
of the shortcomings in the previous systems, achievements to the value of R3 523 395
(Eastern Cape: R2 946 839 and Northern Province: R 576 556) were duplicated in the
prior year, which affected the respective opening balances, as indicated on schedule A.

AUDIT OPINION

Qualified opinion

Inmy opinion, except for the effect on the achievements of the matter referred to in
paragraph 3.1, the schedule of achievements fairly presents, in all material respects, the

performance of the Unit for the year ended 31 March 2001 in accordance with the
agreed reporting framework.
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As stated in my previous report dated 29 September 2000, the President of the Tribunal

was prompted by two High Courts judgements to revisit the approaches of the Tribunal
that had been accepted until then with regard to actions wherein the Unit had sued as
plaintiff in its own name, for the recovery of arrears in rates and taxes, water and refuse
In judgement, dated 26 June 2000, the President of the Tribunal concluded that it was
not within the ambit-of the said act for a special investigating unit to engage in the
The Unit applied for amendments to the act to enable it and the Special Tribunal to
resolve the issues. However, interim measures had been implemented to adhere to the
The assistance rendered by the management and staff of the Unit during the audit are

charges owing by various defendants to various transitional local councils.

JUDGEMENT OF THE PRESIDENT OF THE TRIBUNAL
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