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8.
LATE SUBMISSION OF ANNUAL FINANCIAL STATEMENTS: 2017/2018
3/2/3/15
S Reyneke-Naude
18 September 2018

(028) 313 8040

Corporate Head Office

1. Executive Summary
The purpose of this report to Council is to:
1) Inform Council of the submission of the Annual Financial Statements on
1 September 2018 at 03:44, subsequently noted as a late submission
by the Office of the Auditor-General in terms of section 126(1)(a) of the
Local Government: Municipal Finance Management Act, 2003 (Act 56
of 2003) (MFMA) which states as follows:
“The accounting officer of a municipality must prepare the annual
financial statements of the municipality and, within two months after the
end of the financial year to which those statements relate, submit the
statements tot the Auditor-General for auditing;”
2) Comply with Section 133 of the MFMA, in tabling in Council a written
explanation setting out the reasons for the failure in submitting the
Annual Financial Statements before 24:00 on 31 August 2018, but only
a few hours later at 03:44, on Saturday, 1 September 2018.
The detailed reasons, however not exhausted, are also substantiated in a
condensed version (Annexure A, excluding sub-annexures) of the
municipality’s official response to COMAF 1 submitted to the AuditorGeneral.
2. Service Delivery and Budget Implementation Plan - IGNITE
Directorate: Finance
Department: Finance
3. Compliance with Strategic Priorities
Provision of democratic, accountable and ethical governance
Provision and maintenance of municipal services
4. Delegated Authority
None
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5. Legal Requirements
Local Government: Municipal Finance Management Act, 2003 (Act 56 of
2003) (MFMA)
Local Government: Municipal Systems Act, 2000 (Act 32 of 2000)
Local Government: Municipal Regulations on a Standard Chart of Accounts
(mSCOA), Notice 312 of 2014, Government Gazette No. 37577
6. Background/Discussion
Compliance to the MFMA with regard to the submission of the Annual
Financial Statements of the municipality by 31 August annually finds
application in this report to Council.
Section 126(1)(a) of the MFMA states the following:
“The accounting officer of a municipality –
(a) must prepare the annual financial statements of the municipality and,
within two months after the end of the financial year to which those
statements relate, submit the statements to the Auditor-General for
auditing; and”
The report serves to inform Council of the submission of the Annual
Financial Statements only on Saturday, 1 September 2018 at 03:44 which
is noted as a late submission by the Office of the Auditor-General in terms
of Section 126(1)(a) of the MFMA.
This matter was officially raised by the Auditor-General on 4 September
2018 with Communication of Audit Finding No. 1 (COMAF 1), on late
submission of the Financial Statements, formulated as follows:
“DETAILED AUDIT FINDING
Late Submission of the Annual Financial Statements
Audit finding
The Municipal Finance Management Act (MFMA) Section 126 states that:
“(1) The accounting officer of a municipality
(a) Must prepare the annual financial statements of the municipality and,
within two months after the end of the financial year to which those
statements relate, submit the statements to the Auditor-General for
auditing”
During the audit of compliance with laws and regulations relating to the
annual financial statements, it was identified that the accounting officer did
not submit the financial statements within two months after the end of
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financial year which is 31 August 2018. The financial statements were
submitted for audit purposes on the 1st of September 2018 (03:44 am).
Consequently, the accounting officer did not comply with section 126(1)(a)
of the MFMA, which constitute a material non-compliance that is reportable
the municipality’s audit report.
Internal control deficiency
Leadership- Exercise oversight responsibility regarding financial and
performance reporting and compliance and related internal controls
The financial statements were issued late as a result of technical issues
which could not be resolved in time.
Recommendation
The accounting officer should ensure that the annual financial statements
are finalised before the 31st of August in order to avoid late submission
resulting from technical difficulties which might arise during the finalisation
process.”
The updated status of the mSCOA Project also served before Council
in August 2018, emphasizing the challenges with the implementation of the
mSCOA version of the SAMRAS Financial System, still up to date an
ongoing process which involves the migration of all the municipal financial
data to a new Web- enabled systems and database architecture.
This project, now substantially overdue in terms of the original Project
Implementation Plan, has placed, and is still placing severe strain on the
day to day operations involving the core financial system.
As confirmed previously, to date the financial system of the municipality is
functional and operational, primarily due to the collective efforts and
competence of the Overstrand municipal officials involved with the
implementation of mSCOA.
This mission is managed with utmost dedication and perseverance by the
Finance Team, due to the fact that the development of the web enabled
system has been rolled out only to some extent thus far, over and above the
fact that deployment is managed in a haphazard approach by the service
provider.
Therefore it is evident that the submission of the AFS was delayed with a
few hours, due to technical challenges outside the control of the Overstrand
Municipality, as can be supported by comprehensive evidence of technical
challenges experienced, regardless of almost two hundred scheduled
meetings involving senior staff of the municipality, members of the Vendor’s
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Project Team and Provincial and National Treasury, where the mSCOA
financial systems and related risks were discussed and reported.
From 1 July 2017 to 31 August 2017, the vendor has released 78 system
changes, many of which consisting of multiple program changes. The
Municipality experienced numerous instances where one issue is resolved
just to discover that another has occurred. A total of 14 system changes
were implemented from 1 July 2018 to 31 August 2018, effectively equating
to one change every three working days.
Section 133 of the MFMA provides inter alia that the Council must request
the Speaker or any other councillor to investigate the reasons for the failure
and report to the Council.
The Municipal Public Accounts Committee (MPAC) can of course also be
requested to undertake a section 133 investigation.
7. Financial Implications
None
8. Staff Implications
None
9. Comments from other Departments, Divisions and Administrations
None
10. Annexures
Annexure A: Response to COMAF 1
Annexure B: Council Report: August 2018 – Progress on Status of the
mSCOA Implementation
Annexure C: mSCOA Risk Register
RECOMMENDATION TO THE COUNCIL:
1) that the report in terms of section 133(a) of the Local Government: Municipal
Finance Management Act, No 56 of 2003 for the late submission of the
2017/18 financial statements to the Auditor-General be noted; and
2) that the Speaker or the Chairperson of the Municipal Public Accounts
Committee (MPAC), assisted by the councillors serving as members of
MPAC, investigate the reasons for the non-compliance referred to in 1
above and that the outcome of such investigation be reported to Council.
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RESPONSIBLE OFFICIALS:

S REYNEKE-NAUDE

TARGET DATE FOR IMPLEMENTATION :

1 NOVEMBER 2018

