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MEDIS STATEMENT 
 

23 JULY 2012 
 

LOCAL GOVERNMENT QUALIFIES THE AUDIT OUTCOMES 
 
Increase in number of unqualified audits a positive sign in local government, however 

there is room for much improvement. 
 

SALGA welcomes the CONSOLIDATED GENERAL REPORT ON THE LOCAL 
GOVERNMENT AUDIT OUTCOMES 2011-12. This assessment by the Auditor 
General provides perspective towards building a stronger local government sphere 
that is responsive, accountable, effective and efficient in service delivery.  
 
From the said report we have picked up a number of key notable issues both positive 
and negative that need mention. 
 
In general there has been substantial improvement of audit outcomes over the past 
seven years. During this period we have seen unqualified audits increasing from 23% 
to 45%, while disclaimers and adverse opinions together with audits not finalized 
decreasing from 51% to 35%. This is remarkable given the pace and complexity of 
financial reforms over the same period. 
 
The year in question was characterized by transition in local government with a 
leadership turnover of over 60%.  While the outgoing councils approved and 
implemented the budgets, the incoming leadership was responsible for signing-off 
the annual financial statements.  
 
We acknowledge the key focus areas of the audits as they assist municipalities 
towards continuous improvement. It is important to note that these focus areas are 
part of reforms that require municipalities to amend processes, systems and allocate 
resources to ensure compliance.  
 
ADDRESSING CONCERNS 
 
Supply Chain Management (SCM) 
 
Supply chain transparency is important for local government; however there are 

practical considerations that have to be taken into account in defining irregular 

expenditure. The report has, for example, identified conflict of interest where 

employees in the service of the State (including other organs of state) are doing 

business with municipalities. Municipalities have raised a concern around the 



 

 

practicality verifying service providers who may be in the employ of the state. 

Currently the Supply Chain Management regulations require submissions of 

declarations from there vendors but this method of verification has proved 

insufficient. 

 

There is therefore a need for a single database of employees in the service of the 
State, Parastatals, local government and all politicians to assist municipalities in 
complying this MFMA requirement. 
 
In some smaller municipalities they experience challenges when obtaining three 
quotes for certain contracts due to the limited number of service providers in their 
localities. This results in uncompetitive and unfair bidding processes leading to 
irregular expenditure. 
 
In an effort to improve good governance and financial management, SALGA has 
embarked on a drive to support councillors and officials through Councillor Induction 
and training on good governance and leadership.  
 
Material errors and omissions in Annual Financial Statements  
 
The AG measures municipalities using parameters that are set around accounting, 
budget, financial reforms and other laws and regulations. These parameters are often 
open to interpretation and is part of the ongoing financial reform.  
 
Municipalities need enough time to successfully adapt to these reforms and will in-
time to comply.  
 
The challenge is that while municipalities are catching up with one set of reforms, 
other reforms are introduced which places considerable stress on administrative and 
governance systems to comply. 
 
 
Human Resource Management (HRM) 

 
SALGA agrees with the AG on his concern about the high turnover of CFO’s. 
 
A SALGA study in 2009 found that there is high turnover of CFOs in low capacity 
municipalities, while secondary cities have the longest serving CFOs (average of 4.5 
years). All municipalities must put measures in place to attract and retain competent 
professionals. 
 
In partnership with the University of Pretoria SALGA has been running the Executive 
Municipal Leadership Development Programme to equip municipalities with the 
necessary management and leadership skills ranging from Human Resource 
Management to Finance and Governance. This programme was established to 
develop a well-rounded municipal leader. 

 

Predetermined objectives 
 

SALGA acknowledges that managing performance and reporting is necessary for 
municipalities in order to account to communities. Reporting on delivery is a complex 
challenge on its own, adding to that delivering on set goals requires stable systems, 
systems, capacity and resources. Municipalities have to report on a variety of 



 

 

services and functions as opposed to individual businesses that are focused on a 
specific segment and make profit. 

 
 
ICT Controls 

 
As municipalities implement effective financial management systems the security of 
its data and systems are becoming paramount. Municipality will therefore have to 
improve on the information risk management.  
 
SALGA participates in the National Treasury’s assessment and standardization of 
municipal financial systems and has also developed an IT governance framework 
that seeks to support municipalities. 

 
SALGA, in partnership with Microsoft, DBSA and the Post-Office, established an ICT 
student to government programme whereby 18 ICT students graduated in May this 
year have been placed in municipalities. This is in recognition of the need for strong 
ICT controls to improve services and delivery to communities. 
 
Support to Clean Audit 
 
SALGA has engaged Municipal CFO’s and IMFO to identify the challenges and 
develop a uniform interpretation and application of regulations. 
  
 SALGA has been engaging with stakeholders on improving the functioning of Audit 
Committees and improving accountability at local level. The establishment Municipal 
Public Accounts Committees (MPAC) improves Council oversight at local level and 
SALGA has further seen to the development of the MPACs guidelines handbook and 
has been running workshops around the country on MPACs.  
 
SALGA is also conducting an assessment on audit committees to identify key 
constraints that should be cleared in order to improve oversight in municipalities and 
working towards adopting at least two municipalities per province to improve their 
municipal finance through engagements with provincial treasuries and other 
stakeholders.  

 

Conclusion 

 
This report allows local government to have a financial perspective on the 
performance of municipalities and identify the areas for improvement. We applaud 
our members who have managed to receive unqualified audits in 2010/11, especially 
those who have achieved it without any findings.  
 
Other municipalities need more support and all efforts should now be focused on 
strengthening leadership and governance to achieve better financial and 
performance outcomes which AG is calling for.   
 
Queries: Milisa Kentane (083 643 1436 or mkentane@salga.org.za) 
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