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Presentation Objectives

Introduction:

What You Will Learn Today:
• Understand the full cycle: Budget → ImplementaƟon → AFS → Audit
Importance of each cycle and how it aligns to each other
• Identify where interns contribute to good governance
Daily tasks (capturing, filing, reconciling) directly support audit evidence and 
compliance.
• Apply key MFMA requirements in daily work
Translate legislation into practice—what you do each day must align with MFMA 
controls and responsibilities.
• Recognise risks that lead to audit findings
Common issues (Poor SCM Planning, unfunded budgets, monthly reconciliations)
• Learn practical controls to move from unqualified to clean audit
Monthly discipline, SOPs, internal controls, and accountability.



Municipal Finance Cycle



Legislative Framework
Guiding Legislation
• Municipal Finance Management Act (MFMA)
• Municipal Systems Act
• GRAP Standards
• Treasury Regulations, Circulars and Gazettes

MFMA – BUDGET PROCESS:
Key MFMA Sections
MFMA Chapter 4
Section 16: Approval of Budget
Section 17: Contents of Budget
Section 18: Funding of Budget
Section 19: Capital Projects

MFMA – IMPLEMENTATION & CONTROL
Financial Management During the Year
MFMA Chapter 8 - 11
Section 65: Responsibilities of Accounting Officer
Section 71: Monthly Reporting
Section 72: Mid-Year Review



Legislative Framework (continued)

MFMA – AFS & AUDIT
Year-End Requirements
Chapter 12: Financial Reporting and Auditing
Section 122: Preparation of AFS
Section 126: Submission for Audit
Section 121: Annual Report

Not limited to the above



Schedule of Key Dates in the municipal FY



Schedule of Key Dates in the municipal FY



Schedule of Key Dates in the municipal FY



Understanding Municipal Budget Funding:



Municipal Revenue Sources:



The Funding Test:



IMPACT OF UNFUNDED BUDGET

• An unfunded budget means planned expenditure exceeds realistically 
collectible revenue.

• This creates structural deficits that carry into implementation.
• Leads to overspending, which is classified as unauthorised expenditure in 

terms of legislation.
• Weak cash backing results in late payments, interest penalties, and strained 

supplier relationships.
• Poor financial credibility impacts stakeholder confidence, including National 

Treasury and Auditor-General.
• If the budget is not credible, Council may refuse to approve it before the start 

of the financial year.
• Failure to approve a budget triggers serious governance implications, including 

intervention in terms of Section 139 of the Constitution. 



BUDGET APPROVAL PROCESS

1. Budget Preparation Phase
• Mid-year (Section 72): CFO extracts 6 months actual revenue & expenditure
• Circular issued to Directorates for budget inputs
• Directorates submit inputs within prescribed timelines
• Budget & Reporting unit consolidates and prepares draft budget
• Draft submitted to CFO for review and refinement
2. Internal Governance Process (Tabling)
• Draft Budget serves at Municipal Management Meeting (MMT)
• Submission to Budget Steering Committee for technical review
• Presentation to Executive Committee (EXCO)
• Tabling to Council (by 31 March)
• Submission to Provincial Treasury and National Treasury
3. Public Participation & Finalisation
• Public consultation and stakeholder engagement
• Consideration of community and stakeholder inputs
• Budget revisions and alignment
4. Final Approval Phase
• Final approval by Council (by 31 May)
• Submission of approved budget to Provincial Treasury and National Treasury



BUDGET APPROVAL PROCESS (continued)

Key Controls & Good Practices

• Use of credible and verified actual data (6-month performance)
• Timely submission of inputs by departments 
• Ensure budget is funded and cash-backed before tabling
• Alignment between IDP, SDBIP, and Budget
• Clear documentation and working papers supporting assumptions
• Transparent consultation process (community + stakeholders)
• Avoid last-minute changes without proper assessment

Risks to Avoid
• Political interference impacting credibility of the budget
• Overstated revenue projections
• Inadequate internal review before tabling
• Incomplete or unsupported assumptions
• Failure to approve budget within legislative timelines



PROCESSING TRANSACTIONS & MONTHLY RECONCILIATIONS

Daily Discipline and Monthly Control Environment

• Accurate transaction processing within approved budgets
• Correct mSCOA classification (function, item, funding, region)
• Real-time capturing to avoid backlogs
• Monthly bank reconciliations (primary control)
• Debtors and creditors reconciliations
• Suspense and clearing account reconciliations
• Grant and conditional funding reconciliations
• Payroll reconciliations (including statutory deductions)
• Asset register to GL reconciliations
• Inventory and stores reconciliations

Other Important Aspects:
• Segregation of Duties (capturer, reviewer & approver)
• Verification before approval (completeness, VAT treatment, budget utilization, SCM Compliance 

and Internal Policies)
• Introduction of Standard Operating Procedures (SOPs)



Understanding the Audit Process

CLEAN AUDIT OUTCOME: 
The financial statements are free from material misstatements (in other words, a financially 
unqualified audit opinion) and there are no material findings on reporting on performance objectives 
or non-compliance with legislation. 
UNQUALIFIED AUDIT OPINION: 
The financial statements contain no material misstatements but findings have been raised on either 
reporting on predetermined objectives or non-compliance with legislation, or both these aspects.
QUALIFIED AUDIT OPINION: 
The financial statements contain material misstatements in specific amounts, or there is insufficient 
evidence for us to conclude that specific amounts included in the financial statements are not 
materially misstated.
ADVERSE AUDIT OPINION: 
The financial statements contain material misstatements that are not confined to specific amounts, 
or the misstatements represent a substantial portion of the financial statements. 
DISCLAIMER OF AUDIT OPINION: 
The auditee provided insufficient evidence in the form of documentation on which to base an audit 
opinion.



GTM AUDIT OPINIONS:

2020/20212021/20222022/20232023/20242024/2025

UnqualifiedUnqualifiedUnqualifiedUnqualifiedUnqualified



SCM COMMON FINDINGS

The following are common findings in SCM affecting Audit Opinion:

• Irregular expenditure due to non-compliance with SCM processes
• Procurement without following competitive bidding processes
• Incorrect or manipulated advertisement periods
• Missing or incomplete bid documentation
• Improperly constituted bid committees
• Awards made to suppliers without proper evaluation
• Failure to declare conflicts of interest
• Awards to employees, councillors, or related parties 



SCM CONTROLS
Core Compliance Controls
• All procurement aligned to approved SCM Policy and MFMA
• Regular review and update of SCM Policy to align with latest regulations
• Ensure transactions are processed strictly in line with policy provisions
• Proper demand management and procurement planning
• Accurate and compliant bid specifications

Bid Process Controls
• Correct advertisement periods and platforms
• Clear evaluation criteria aligned to specifications
• Proper constitution of Bid Committees (BSC, BEC, BAC)
• Documented evaluation and adjudication processes
• Complete and auditable documentation for every bid

Use of Technology & CAATs
• Implementation of Computer Assisted Audit Techniques (CAATs)
• Vetting of suppliers against databases (CIPC, SARS, employee records)
• Identification of conflicts of interest and related parties



ASSET MANAGEMENT COMMON FINDINGS:

Common Findings:
• Capitalisation of projects without completion certificates
• Incorrect classification of assets (e.g., infrastructure vs PPE)
• Assets recorded at incorrect values or incomplete costs
• Failure to update asset register for additions and disposals
• Write-offs processed without Council approval
• Transfer of land or assets without Council resolution
• Incomplete or missing supporting documentation
• Lack of regular asset verification

Root Causes
• Poor coordination between Technical and Finance departments
• Delays in submission of completion certificates
• Weak review processes before capitalisation
• Inadequate understanding of GRAP requirements
• Lack of governance oversight on disposals and transfers



ASSET MANAGEMENT CONTROLS

Lifecycle Approach to Asset Management
• Planning and budgeting for assets (aligned to IDP and capital budget)
• Procurement and project implementation (linked to SCM processes)
• Work-in-Progress (WIP) monitoring for capital projects
• Capitalisation only when asset is complete and ready for use
• Ongoing maintenance, verification, and safeguarding
• Disposal and write-offs in line with legislation and Council approval
Key Controls and Good Practices
• Maintain a complete, accurate and GRAP-compliant asset register
• Monthly reconciliation between Asset Register and General Ledger
• Proper classification of assets (Infrastructure, PPE, Intangible Assets, etc.)
• Timely receipt and verification of completion certificates
• Clear distinction between WIP and completed assets
Coordination Between Departments
• Finance and Technical Departments must work closely
• Timely submission of project completion documents
• Clear communication on project status (WIP vs completed)



REVENUE MANAGEMENT COMMON FINDINGS

• Underbilling or non-billing of properties
• Incorrect tariff application
• Revenue recorded in incorrect financial periods (cut-off errors)
• Incomplete or inaccurate consumer data
• Weak or inconsistent impairment calculations
• Lack of a formal impairment methodology
• Write-offs processed without proper approval or support
• Failure to reconcile billing system to General Ledger
• Impairment of Debtors (Critical Area)

• Incorrect or inconsistent impairment calculations
• Failure to apply approved impairment methodology
• Lack of segmentation (e.g., age analysis, customer categories)
• Overstatement or understatement of receivables



REVENUE MANAGEMENT CONTROLS

Best Practice for Impairment
• Develop and approve a formal impairment policy and methodology
• Use ageing analysis and historical collection trends
• Segment debtors (indigents, government, businesses, households)
• Perform impairment calculations regularly (monthly/quarterly)
• Document assumptions and calculations for audit purposes
• Impairment Testing done for all receivables

Write-Offs (Governance Requirement)
• Must be supported by detailed analysis
• Require Council approval before processing
• Must align with approved write-off policy

General Controls:
• Complete and accurate billing of all properties
• Regular data cleansing and validation of billing database
• Monthly reconciliation of billing system to General Ledger
• Proper classification of revenue in correct accounting periods



EXPENDITURE MANAGEMENT COMMON FINDINGS

• Misclassification of expenditure (incorrect mSCOA segments)
• Incorrect VAT calculations and postings
• Payroll costs recorded in incorrect financial periods (cut-off errors)
• Failure to process accruals for goods/services received but not invoiced
• Incomplete or inaccurate provisions (e.g., leave, bonuses)
• Creditors not properly reconciled to the General Ledger
• Long outstanding reconciling items on creditors accounts
• Late payment of suppliers leading to interest and penalties (fruitless 

expenditure)
• Payments made without adequate verification of goods/services received 



EXPENDITURE MANAGEMENT CONTROLS

Creditors & Provisions (Critical Area)
• Monthly reconciliation between sub-ledger and General Ledger
• Investigation and clearance of reconciling items
• Accurate accruals at month-end and year-end
• Review of provisions for completeness and accuracy
Payroll Controls
• Payroll reconciled monthly to General Ledger
• Verification of employee master data (ghost employees risk)
• Proper cut-off to ensure payroll aligns to correct financial period
• Statutory deductions (PAYE, UIF, pension) accurately calculated and paid
VAT Compliance
• Correct input/output VAT treatment
• Reconciliation of VAT control accounts
• Timely submission of VAT returns



CLEAN AUDIT ACTION PLAN



CLEAN AUDIT ACTION PLAN



ONE HEART, ONE WAY! 



ONE HEART, ONE WAY! 

A clean audit is not achieved at year-end; it is built through disciplined daily actions 
across the entire financial cycle.



Closing remarks

•You are part of the control environment today
The work you do now capturing, reconciling, filing is already shaping audit 
outcomes.
•You are future leaders of municipal finance
The standards you build today will define the governance culture you lead 
tomorrow.
•Every role matters, no matter how small
Clean audits are not achieved by one person they are the result of many small, 
correct actions done consistently.
•Attitude drives outcomes
Skills can be taught, but discipline, accountability, and ownership determine 
success.
•One Heart, One Way
When everyone is aligned in purpose, standards, and execution, excellence 
becomes the norm not the exception. 

•“If we work with one heart and move in one way, a clean audit is not a goal—it is a 
guarantee.”



Thank You!


