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Reputation promise 

The Auditor-General of South Africa (AGSA) has a constitutional 
mandate and, as the supreme audit institution (SAI) of South Africa, 
exists to strengthen our country’s democracy by enabling oversight, 
accountability and governance in the public sector through auditing, 
thereby building public confidence. 
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Mandate of the Auditor - General 

In terms of section 188 (1) of the Constitution relating to the functions of the Auditor-
General.  
 
The Auditor - General must audit and report on the accounts, financial statements and 
financial management of— 
 
(a) all national and provincial state departments and administrations; 
(b) all municipalities; and 
(c) any other institution or accounting entity required by national or provincial legislation to 
be audited by the Auditor-General. 
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Establishment of the two entities  

Ingonyama Trust Board (ITB) 
 
The ITB is a National public entity listed in Schedule 3A of the Public Finance Management 
Act (Act No. 1 of 1999 (PFMA) 
 
This means that the ITB must comply with all the provisions in the PFMA relating to a public 
entity, including, providing a separate set of financial statements.  
 
These financial statements are required to be audited by the Auditor-General in terms of  
55 (c) of the PFMA. 
 
In 2015-16 financial year the board submitted a set of financial statements for the period 
ended 31 March 2016. During June/July 2016  deliberations of the audit outcome, the board 
disagreed with the audit findings citing that the KwaZulu-Natal Ingonyama Trust Act No. 3KZ 
of 1994 (KITA) established  two separate entities.  
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Establishment of the two entities cont. 

Ingonyama Trust Board  (Continued) 
 
Based on this position taken by the  board the one set of financial statements submitted 
was not adequate to reflect the financial performance, financial performance, cash flows 
and disclosures of the two separate entities. The audit outcome was finalised with an 
Adverse opinion. 
 
The AGSA requested the board to contact the Department of  Rural Development and Land 
Reform and the National Treasury to clarify the legal and financial reporting requirements.  
We have not received any formal communication from the department regarding the 
outcome of this matter. 
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Establishment of the two entities cont. 

Ingonyama Trust  
 
In terms of section 2(1) of the KwaZulu-Natal Ingonyama Trust Act No. 3KZ of 1994 (KITA), a 
corporate body, to be called the Ingonyama Trust, hereafter referred to as the Trust, is 
hereby established with perpetual succession and power to sue and be sued in its corporate 
name and, subject to the provisions of this Act, to do all such acts and things as bodies 
corporate may lawfully do. 
  
There are both financial and administrative regulations published in terms of KITA. 
 
In terms of  GNR.1236 of 2 October 1998: Financial Regulations 6 (1) The official shall within 
a period set by the accounting authority, cause annual financial statements in respect of the 
financial year to be prepared. 
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Establishment of the two entities cont. 

Ingonyama Trust (Continued) 
 
Regulation 6 (2) (a) states that the annual financial statements of the Trust shall— 
consist of— 
 

(i) a balance sheet and any notes thereon; 
(ii) an income statement and any notes thereon; 
(iii) report of the trustees; and 
(iv) report of the auditor; 

 
in conformity with generally accepted accounting practice, appropriate to the 
business of the Trust, fairly present the state of affairs of the Trust as at the end of 
the financial year concerned and the results of its operations for that year; 
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Establishment of the two entities cont.  

 
Ingonyama Trust continued… 
 

In terms of regulation 20(1), the financial statements and records of the Trust shall be 
audited annually by the Auditor-General.   
 
In terms of regulation 20(2), the Auditor-General must submit a report on the Trust’s 
financial statements to— 
 
(a)the accounting authority; 
(b)the official; 
(c)the KwaZulu-Natal Provincial Legislature; 
(d)the national Parliament; 
(e)the House of Traditional Leaders of KwaZulu-Natal; 
(f)the Minister of Land Affairs; and 
(g)the Premier of the Province of KwaZulu-Natal. 
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National treasury feedback 

Ingonyama Trust continued… 
 

In terms of National Treasury communication provided thus far the accounting authority 
needed to consider  the following: 
 
- Directive 12- Selection of appropriate accounting framework by public entities  
 
- iGrap 11 – consolidation of special purpose entity.  
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2016 – 17 audit outcomes 

On 31 May 2017 we received the following three sets of financial statements for audit: 
 
- Ingonyama Trust 
- Ingonyama Trust Board 
- Ingonyama Trust Board consolidated financial statements. 
 

The following opinions were issued in respect of the said financial statements 
 
 

Entity Audit  Outcome 

Ingonyama Trust Qualified 

Ingonyama Trust Board Unqualified with no findings 

Ingonyama Trust Board consolidated financial 
statements 

Qualified 
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Audit findings on Ingonyama Trust 

The Ingonyama Trust was qualified on the following matters: 
 
Property, plant and equipment  
 
- The trust did not recognise the land in accordance with the requirements of GRAP 17 by 

recognising it at fair value at the date of acquisition. I did not determine the fair value 
and the extent of the land held as it was impracticable to do so. 

 
Royalties  revenue 

 
- Royalties received by the trust from the mining operators were incorrectly recognised as 

revenue by the trust, which is contrary with the requirements of GRAP 9 Revenue from 
exchange transactions. Consequently, royalty revenue was overstated by R922 424 
(2016: R773 061) and the payables were understated by the same amounts.  
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Recommendations to improve audit outcomes 

In order to improve the audit outcome, we recommend the following:  
 
 
- A process to fair value the land should be undertaken in order to correctly record the 

value of land in the fixed asset register and the financial statements to ensure 
compliance with GRAP.  

 
- The revenue raised must be reversed and the royalty income must be recognised as a 

liability. Arrangements must be made to pay over the monies to the National Revenue 
Fund 
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Stay in touch with the AGSA 


