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AGENDA OF THE MAYORAL COMMITTEE MEETING 26 AUGUST 2020

15.

TIME SCHEDULE FOR THE 2021/22 INTEGRATED DEVELOPMENT PLAN (IDP)
REVIEW/ BUDGET PROCESS

5/1

RG Louw Senior Manager: Strategic Services
27 July 2020 (028) 313 8071

1.

Executive Summary

To inform Council of the time schedule for the Integrated Development Plan (IDP)
review process as well as the compilation of the Budget for the 2021/22 financial
year. This time schedule will be for the 4" (final) review of the current 5 year IDP
(2017/2022) approved on 31 May 2017.

Service Delivery and Budget Implementation Plan - IGNITE

Management Services
Strategic Services

Compliance with Strategic Priority/ies

Provision of democratic, accountable and ethical governance

Provision and maintenance of municipal services

Creation and maintenance of a safe and healthy environment

The encouragement of structured community participation in the matters of the
municipality

Promotion of tourism, economic and social development

Delegated Authority

None

Legal Requirements

Sections 28 and 29 (1) of the Local Government: Municipal Systems Act, N0.32
of 2000 (MSA)

Section 21(1) of the Local Government: Municipal Finance Management Act,
No0.56 of 2003 (MFMA)

Background

Under Section 21(1) of the MFMA the Mayor must at least 10 months before the
start of the new budget year, table in the Municipal Council a time schedule

outlining key deadlines for:

- The preparation, tabling and approval of the annual budget;
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- The annual review of the IDP in terms of the Systems Act and the budget
related policies;

- The tabling and adoption of any amendments to the IDP and the budget
related policies, and

- Any consultative processes forming part of the processes referred to above.

The tabling of the time schedule is thus a legislative competency reserved for the
Executive Mayor.

Discussion

The drafting of the municipality’s IDP review and Budget compilation process is
to run concurrently and the time schedules are therefore consolidated into the
IDP review/Budget schedule. The key budget deadlines in the time schedule
were discussed with the Senior Manager: Financial Services and the Budget
Office for endorsement.

The nationwide lockdown due to the COVID-19 pandemic might impact on the
consultation mechanisms used during the IDP review and Budget process.

EXTENSION TO TIMELINES FOR SUBMISSION OF ANNUAL FINANCIAL
STATEMENTS, ANNUAL REPORTS, AUDITS AND RELATED MATTERS IN
TERMS OF THE MFMA CIRCULAR NO 104

MFMA Circular no 104 provided information to municipalities, municipal entities,
auditors and other stakeholders, on the Ministerial Exemption issued in terms of
section 171(1)(b) of the MFMA, “Gazette” published on 05 August 2020, (this
consideration with the focus on the legislated submission of the Annual Financial
Statements (AFS) on 31 August 2020, as referred to in Annexure A to this report),
as follows:

“2.1  The Minister of Finance exempted municipalities and municipal entities
from submitting key reports. The notice allows for a two-months delay in
the submission of Annual Financial Statements, Annual Reports, Audit
Opinions, Oversight reports and associated processes.

2.2 The context of this exemption flows from the Minister of Cooperative
Governance and Traditional Affairs’ announcement of the national state of
disaster in terms of the Disaster Management Act to enable government
and the country at large to manage the spread of the Covid-19 virus.
Following the initial announcements of the national state of disaster,
subsequent extensions and different levels were communicated.”

The Finance Directorate confirms that the drafting of the Annual Financial
Statements are currently in progress in following the time-lines in accordance with
the year-end plan, inclusive of the review process, although the process of
obtaining information/submissions from role-players is more cumbersome and
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entails dedicated follow-up and effort due to the adjustment related to COVID-19
impact (working from home, staggered approach, et cetera).

In the event of circumstances that qualifies for impact/event beyond our control,
this matter will be re-considered in view of mentioned circular.

Conclusion

In terms of the IDP, this time schedule details the process for the 41" (final) review
of the current 5 year IDP of 2017/2022.

This report seeks to ensure compliance with the relevant provision of the MFMA.
The time schedule for the 2021/22 IDP review/ Budget process is attached as
Annexure A to this report.

7. Financial Implications

Provision has been made for the costs of the above process in the 2020/21
operational budget.

8. Staff Implications

The IDP review and Budget compilation processes will be undertaken by internal
staff.

9. Comments from other Departments, Divisions and Administrations
None
10.Annexures

Annexure A:  Time schedule for the 2021/22 IDP review/ Budget process
Annexure B:  MFMA Circular no 104

RECOMMENDATION TO THE COUNCIL:
that the schedule of key dates for the 2021/22 compilation of an IDP review/ Budget
process be noted.

RESPONSIBLE OFFICIAL : RG LOUW

TARGET DATE FOR IMPLEMENTATION : 28 AUGUST 2020
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N~ MFMA Circular No 104
; ¥ .©  Municipal Finance Management Act No. 56 of 2003
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1.1 The purpose of this Circular is to provide information to municipalities,
municipal entities, auditors and other stakeholders, on the Ministerial
Exemption issued in terms of section 171(1)(b) of the MFMA, “Gazette”
published on 05 August 2020. This Circular and the Exemption Notice are
available and can be accessed on the MFMA webpage, using the following link
http://mfma.treasury.qov.za/Pages/Default.aspx.

2.1 The Minister of Finance exempted municipalities and municipal entities from
submiiting key reports. The notice allows for a itwo-months delay in the
submission of Annual Financial Statements, Annual Reports, Audit Opinions,
Oversight reports and associated processes.

2.2 The context of this exemption flows from the Minister of Cooperative
Governance and Traditional Affairs’ announcement of the national state of
disaster in terms of the Disaster Management Act to enable government and
the country at large to manage the spread of the Covid-19 virus. Following the
initial announcements of the national state of disaster, subsequent extensions
and different levels were communicated.

2.3 Whilst the lockdown and restrictions have been eased over time, they are still in
force and in effect with direct implications for municipalities, municipal entities,
audit processes, amongst others. The lockdown impacts on the ability by
municipalities and municipal entities to prepare and submit quality annual
financial statements that meet the uniform norms and standards, related
reports and processes to discharge their accountability towards the public and
report on the utilisation of public funds.

Extension to timelines for submission of annual financial statements, annual Page 1of 5
report, audit opinion and related matters

August 2020
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2.4 The timing of the phased lockdown also had a knock-on effect on availability of
municipal staff, which impacted on operations and added to the delays in ability
to prepare AFS, undertake procedures such as the physical verification of
assets, meter reading, revenue management, valuations, finalising supporting
documentation and concluding reconciliations. There are similar impacts on the
quality assurance processes, annual report, performance report and oversight
report procedures and processes. The audit process and timelines by the
Office of the Auditor-General to perform its audits, is also extended accordingly.

3.1 The specific sections in the MFMA In terms of the MFMA, the accounting officer
of a municipality must prepare the annual financial statements of the
municipality or municipal entity 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. Similarly, the accounting officer of a municipal
entity must prepare the annual financial statements of the entity and within two
months after the end of the financial year to which those statements relate,
submit the statements to the parent municipality and the Auditor-General. This
means that the 2019/20 annual financial statements must be submitted by 31
August 2020 to the Auditor-General for auditing.

3.2 In terms of section 126(1)(b) of the MFMA, all municipalities with sole or
effective control of a municipal entity, must prepare consolidated annual
financial statements and submit the statements to the Auditor-General for
auditing, within three months after the end of the financial year to which those
statements relate. This means the 2019/20 consolidated annual financial
statements must be prepared and submitted by 30 September 2020.

3.3 Other provisions effected by the Ministerial Exemption include sections 127,
129 and 133 of the MFMA.

4.1 The effects of this Ministerial exemption are to mitigate anticipated widespread
non-compliance with sections 126, 127, 129 and 133 of the MFMA due to the
national state of disaster and lockdown restrictions. This provides a further two-
month period to municipalities and municipal entities to comply with the MEMA
to submit the AFS, annual reports, performance report and its oversight report.
It also extends the period for the Office of the Auditor-General to conduct their
audits and submission of the audit opinion to auditees, thereafter. This will be

Extension to timelines for submission of annual financial statements, annual Page 2of 5
report, audit opinion and related matters
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followed by Council Committees engagements and concluding their oversight
processes.

4.2 The extension will therefore enable municipalities and municipal entities to
undertake all the necessary actions, checks and reviews, to ensure that the
annual financial statements fairly presents the state of affairs of the municipality
or entity, its performance against its budget, its management of revenue,
expenditure, assets and liabilities, its business activities, its financial results,
and its financial position as at the end of the financial year.

4.3 In terms of the Ministerial Exemption, municipalities and municipal entities are
exempted from complying with the deadlines provided in sections 126(1) and
(2), 127(1) and (2) and 129(1) and 133(2) of the MFMA for a period of 2
months, as reflected in the table below. It is advised that all performance
reports, required as per Section 46 of the Municipal Systems Act, be equally

aligned.
No. Action Section g O.u 5
Deadline
1 The accounting officer of a| Section 31 October 2020
municipality must prepare the annual | 126(1)(a) of the
financial statements of the municipality | MFMA
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.
2 |The accounting officer of a | Section 30 November 2020

municipality must in the case of a|126(1)(b) of the
municipality referred to in section | MFMA

122(2), prepare consolidated annual
financial statements in terms of that
section and, within three months after
the end of the financial year to which
those statements relate, submit the
statements to the Auditor-General for
auditing.

3 The accounting officer of a municipal | Section  126(2) | 31 October 2020
entity must prepare the annual| of the MFMA
financial statements of the entity and,
within two months after the end of the
financial year to which those

Extension to timelines for submission of annual financial statements, annual Page 3 of 5
report, audit opinion and related matters
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statements relate, submit  the

statements to—

a) the parent municipality of the
entity; and

b) the Auditor-General, for auditing.

4 | The accounting officer of a municipal | Section 127(1) | 28 February 2021
entity must, within six months after the | of the MFMA
end of a financial year, or on such
earlier date as may be agreed
between the entity and its parent
municipality, submit the entity’s annual
report for that financial year to the
municipal manager of the entity’s
parent municipality.

5 The mayor of a municipality must, | Section 127(2) | 31 March 2021
within seven months after the end of a | of the MFMA
financial year, table in the municipal
council the annual report of the
municipality and of any municipal
entity under the municipality’s sole or
shared control.

6 The council of a municipality must | Section 129(1) | 31 May 2021
consider the annual report of the of the MFMA
municipality and of any municipal
entity under the municipality’s sole or
shared control, and by no later than
two months from the date on which
the annual report was tabled in the
council in terms of section 127, adopt
an oversight report containing the
council's comments on the annual
report, which must include a statement
whether the council -
a) has approved the annual report
with or without reservations;
b) has rejected the annual report; or
c) has referred the annual report
back for revision of those
components that can be revised.

7 The Auditor-General must submit to | Section 133(2) | 31 December 2020
Parliament and the  provincial | of the MFMA
legislatures—

Extension to timelines for submission of annual financial statements, annual Page 4 of 5
report, audit opinion and related matters
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a)

5.1

Municipalities and municipal

by no later than 31 October of
each year, the names of any
municipalities or municipal
entities which have failed to
submit their financial statements
to the Auditor-General in terms of
section 126; and

at quarterly intervals thereafter,
the names of any municipalities

or municipal entities whose
financial statements are still
outstanding at the end of each
interval.

entities must

ensure that processes and

procedures are aligned to the extended deadlines as outlined in the above

table.

All the necessary actions must be undertaken to ensure that quality

annual financial statements and performance reports are submitted for audits
by the outer due dates provided above. All municipalities and municipal entities
are encouraged to submit these reports before the due dates, where possible.

National Treasury
Phone

Fax

Email — General
Website

Private Bag X115, Pretoria 0001
012 315 5850

012 315 5230
mifma@treasury.gov.za
www.treasury.qov.za/mfma

TV PILLAY

CHIEF DIRECTOR: MFMA IMPLEMENTATION

Date: 07 August 2020
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