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Overview

Preparation of AFS 
Outsourced 

vs 

In-house AFS Cost Benefit 
Analysis GRAP Disclosure 

checklist –
Internal review 

process 
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Outsourced AFS Process:

� Quick and allows the CFO and the team to focus on other areas of concern,

� Ensures that the AFS are prepared by experts, thus less errors or omissions in the AFS 
preparation process which results in a quality set of AFS,

� Consultants only deal with preparation of AFS, thus ensuring that the AFS are 
completed and submitted on time, 

In-house AFS Process:

� It allows the CFO and the management team to take ownership of the entire process 
that led to the preparation of the AFS,

� Municipal officials becomes competent and are aware of what is exactly required 
from them by the Auditors,

� Better saving with regards to consultants fees,

� Improved audit turnaround time as the officials are available throughout the audit 
process.

Preparation of AFS 

Outsourced vs In-house
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Cost Benefit Analysis

Description Service Amount

Operation Cost Employee cost:

• AFS Accountant

• AFS Assist Accountant

R1 085 000

Caseware Annual 

License Fees

External Service Provider R120 000

Annual Training Needs External Service Provider R50 000

AFS Quality Assurance External Service Provider R80 000

TOTAL COST R1 335 000

The establishment of the Annual Financial Statements Unit:

This is basically what it will cost the municipality to run an AFS Unit, as 

compared to the +R2m payments made to consultants on a yearly basis 

while the municipalities’ audit outcomes continue to regress.



GRAP 

Disclosure 

Checklist –

Internal 

Review

� AFS Year-end Plans

� Audit file

� AFS Review Process

� GRAP Disclosure Checklist 

Illustration
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Annual Financial Statements - Year-end 

Plans

� Committing to targeted dates for the submission of information 

required in the preparation of the AFS,

� Strict Cut-off dates for the processing of invoices,

� Timely closure of financial systems,

� Preparation of monthly reconciliations across all related divisions,

� Accurate Year-end balances (Reconciliations, depreciation and losses)

� AGSA point of entry,
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Audit File

To contain:

� Year-end journals and accompanied by adequate supporting documentation,

� Completed asset registers,

� Grants registers,

� SCM Contract registers,

� A detailed schedule of Prior Period Errors reconciling to the AFS,

� Supporting schedules and documents for Fruitless, Wasteful, Unauthorized 

and Irregular expenditure.

Its advisable as a way of maintaining this information, to ensure that soft copies 

of these documents are kept on a quarterly basis to ease the workload on the 4th

Quarter.
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Annexure A of MFMA Circular 50 
lists the type of information 
which should be included in the 
audit file

The municipality can also add onto 
this list the knowledge obtained 
from previous information request 
of the AGSA!

Audit file
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AFS Review Process

� Ensure commitment to the  AFS Year-end plan in order to obtain your 

draft AFS set on time.

� Ensure that once the 1st draft AFS has been completed, adjustments for 

previous audit’s uncorrected misstatements is adjusted before 

finalization of the AFS,

� Enhance the quality of AFS by requesting audit committee, Internal 

Audit function and independent bodies to review the draft set of AFS 

(Quality Assurance).

� Lastly but not least, review the organization’s internal control structure 

on a monthly basis to ensure that whatever information is extracted 

from the Trial balances is accurate and complete.
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GRAP Disclosure Checklist Illustration

� Section A : General and Accounting Policies 

� Section B: Statement of financial performance

� Section C: Statement of financial position

� Section D: Statement of changes in net assets/equity

� Section E: Cash flow statement

� Section F: Notes

� Section G: Consolidated and separate financial statements

� Section H: Consolidated Accounts – Associates and Joint Ventures

� Section I: Standards Approved But Not Effective
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Section A : General and Accounting policies
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Section B: Statement of financial performance
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Section C: Statement of financial position
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Section D: Statement of Changes in net assets/equity
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Section E: Cash flow statement
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Section F: Notes 
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Section I: Standards Approved But Not Effective
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Thank you 
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QUESTIONS?
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