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Vision
To ensure a developmental and co-operative local
government system in South Africa that is
democratic and provides a better life for all; and

Mission
To build an integrated and sustainable
local government association that:
1) Acts as the voice of local government

To ensure that municipalities are well-capacitated,
sustainable and deliver high quality services in an equitable,
affordable and accessible manner.

in provincial, national, regional and international fora;
2) Supports and strengthens the capacity of municipalities; and
3) Serves as a centre for knowledge and information management
through dedicated political leadership and the provision of
professional, value adding products and services.

Mandate
SALGA’s mandate derives from the South African
Constitution, the Organised Local Government Act
and the White Paper on Local Government, and can
be summarised as follows:

Values
Driven by the aspirations of our people, we will respect and
uphold the Constitution of the Republic of South Africa.
We commit ourselves to the Code of Conduct for Councillors and
Officials in the Municipal Systems Act.

1) To develop the capacity of local government;
2) To act as a resource for local government;
3) To act as an employer organisation for local government;
4) To represent and pro-actively further the interests of
local government in national policy formulation as well as
legislative and executive processes; and
5) To represent South African local government at a
regional and international level.

We fully subscribe to the priciples of co-operative
governance. As a partner in governance we will promote and
constructively participate in regional, provincial, national
and international programmes.
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CHAPTER

01

Foreword
The SALGA Annual Report for 2003-2004 is expressly intended to inform the
Nation on the progress we have made as an association of municipalities with
respect to the implementation of various aspects of SALGA’s core mandate.
Whilst concentrating to a large extent on consolidating transformation, our
approach has, in the main, been pragmatic in order that we improve on our
achievements and confront our numerous challenges within the context of
Governments development agenda.
We are currently in the initial stages of the second decade of freedom and
democracy and the major part of the organization’s work is underpinned by
Government’s political mandate, our own constitutional obligations, and more
recently the May 21, 2004 Presidential imperatives.

Father Smangaliso Mkhatshwa
Chairperson of SALGA

Foreword

SALGA, as the statutorily recognized and sole voice of
municipalities in our Republic, has been consistent in its
endeavour in finding innovative and sustainable ways of
ensuring that municipalities are capacitated to be viable
and sustainable. In this regard, SALGA has offered leadership, assistance and guidance to municipalities in dealing
with various challenges, ranging from improved
performance to enhanced service delivery.
It is an undisputed fact that municipalities, as a sphere of
government, are closest to the vast masses of our people,
and in our affirmation of the significant role that municipalities play in the daily lives of citizens, SALGA continues to
formulate best practice mechanisms and processes to
ensure that municipalities meet their obligations towards
their constituencies.
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SALGA is also complementing Government’s efforts in
Africa by championing sustainable development and giving
vigorous impetus to the goals of NEPAD to bring about a
new and redefined Africa. My election both as Chairperson
of the United Cities and Local Governments of Africa in
Cameroon in 2003, and as one of the first co-chairpersons
of the global body on local government entitled ‘United
Cities and Local Governments’ in May 2004 affords us a
unique opportunity to spread the ethos of democratic
local government, and by extension, good governance, on
our Mother Continent.
It is quite apparent that in spite of certain critical constraints, SALGA has established viable networks and
partnerships across the spectrum (locally, regionally and
internationally) to ensure that we lead the way, primarily, to
provide good governance and related support mechanisms,
so that our municipalities can prosper while simultaneously

imparting our experiences and best practice models to our
counterparts across Africa.
We look forward to the year ahead, confident that local
government will consolidate its status as being relevant and
indispensable in the lives of all South Africans.

Father Smangaliso Mkhatshwa
Chairperson of SALGA
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Introduction
It is indeed an honour to present to you the 2003/2004
Annual Report of the South African Local Government
Association (SALGA) as required in terms of the Public
Finance Management Act No.1 of 1999 (as amended).
Over and above conforming with the relevant statutory
requirements, this report seeks to address the performance
of SALGA for the year ended 30 June 2004.

Thabo Mokwena
Chief Executive Officer

Thabo Mokwena
Chief Executive Officer

Introduction
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Water
In 1994, 12 million South Africans did not have access to an adequate supply of potable water. Local government responded to this tragic inheritance and by
December this year the tenth million South African will be supplied with clean water. In another five years all households in the country will have access to
clean running water. Local government is changing the lives of more and more South Africans…

Sanitation
In 1994 more than 21 million South Africans lacked proper sanitation services. Local government took a bold and imaginative step to reverse this tragic
situation. More than 300 000 households will gain access to proper sanitation this year. The bucket system will be eradicated totally by 2006. Local
government-making a difference in the lives of millions of ordinary South Africans every day…

Electricity
At this very moment more than 3 million families in South Africa do not have lights, a television set or a geyser for hot water.They do not have electricity.
But this is all set to change. An amount of R1.2 billion is spent every year to address this backlog. Soon we will all have light and warmth…

Introduction

Housing
For many South Africans homelessness is a word in a dictionary- for millions others it is a harsh reality. Surviving without shelter is a hard life and a
constant challenge. Fortunately the end is in sight. More than R14 billion will be spent over the next three years to give all South Africans access to shelter.
Local government - caring for the poor…

Meeting the Challenge
In South Africa more than five million children, or approximately one third of those under the age of 17, regularly go hungry. Poverty is our enemy number
one. Local government says- Sibambisene- let us fight poverty together and accelerate service delivery to those most in need. Local government- together
we will achieve…

Service Delivery Report
The first ten years of democracy have seen exceptional achievements by local government with regard to poverty reduction, development, self empowerment and restoring the dignity of our people. In three years time all South Africans will have access to shelter and in five years all households will have clean
running water. Local government will remain at the forefront as a delivery agent to the Nation. Local government we are committed to care and deliver…
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Fostering Good Governance
National Conference (NC)
Highest decision-making body and meets every 30 months.
National General Council (NGC)
Second highest decision-making body and meets in between National
Conferences.
National Executive Committee (NEC)
Highest decision-making body outside of NC and NGC.
Consists of Office Bearers, Chairpersons of Working Groups, 2 Political
Representatives per Province and 3 elected members. Meets quarterly.
National Management Committee (NMC)
Oversees day-to-day business. Consists of Office Bearers, Chairpersons of
Working Groups and CEO. Meets monthly.

Governance

The Working Groups
The majority of SALGA programmes are driven through its working groups.
However, the National Management Committee and National Executive
Committee still play a crucial role in overseeing the overall activities of
SALGA.The working groups act as the policy and strategic engine of the
organization and also serve as an important platform for communication and
co-ordination between SALGA national and provincial and municipalities.
The working groups are not constitutionally determined, but their existence
are dependent on the key priorities of the organization as set out in its
business plan.They only have powers to recommend, reporting to the
national management and executive committees. Currently SALGA has six
working groups:
•
•
•
•
•
•
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Key Oversight Committees

Governing Bodies

National Management Committee

These committees are continuously improving the
corporate governance of SALGA.The committees are:
The Audit Committee
This committee is appointed by the National Executive
Committee and comprises five members.
The Procurement Committee
The National Procurement committee is appointed by the
National Management Committee, and is composed of:
• The National Treasurer of SALGA, who chairs the
committee;
• Two procurement experts, who shall be senior
procurement officials from within local government or
external experts in the field;
• The Executive Director: Corporate Services;
• The Executive Manager: Finance and Administration; and
• A line Management Representative.
The Remuneration Committee
This committee determines the monetary and
non-monetary rewards, if any, to be paid to SALGA
employees based on the results of an individual
performance evaluation, as well as the annual percentage
increase.The National Executive Committee may elect to
act as theRemuneration Committee or nominate amongst
its members a sub-committee that shall act as the
Remuneration Committee.

Governance & International Relations
Municipal Services
Social & Economic Development
Municipal Finance
Human Resource Development; and
Special Projects.

SALGA Annual Report 2003/4
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SALGA Value Chain (Figure1)
SALGA Framework (Figure2)

Promoting Member Participation
Consultative Assembly (CA)
The Consultative Assembly is a recognized forum of Mayors
created to enable discussions and consultations on critical
issues pertaining to local government. Since its launch in
2002, the Assembly has been successful in fostering its
objectives, and has since become an event that is embraced
by its members. After the first Consultative Assembly
launched in 2002 in Rusternburg, four more assemblies
have been held to date; these were held at Port Elizabeth
on the 20th March 2003, Polokwane on 6th August 2003,
Cape Town on 5th February 2004 and Ekurhuleni from 14th
to 15th June 2004.

Governance

Objectives of the Consultative Assembly are:
Information sharing:
To share information for the mutual benefit of both Mayors
and the organized local government fraternity.
Interrogation of Legislation and Policies:
To interrogate proposed legislation and policies affecting
local government, which emanates from other spheres of
government.
Networking:
To serve as a networking platform for mayors and key role
players in the local government sector.
Debating Topical Issues:
To engage in discussion and debate on topical issues so as
to proactively keep abreast with latest developments in the
local government sector.

Coordinated Response to various Challenges:
To act in unison and in a well coordinated and cohesive
manner when responding to various challenges.
Promotion of Fraternal Relations and
Mutual Support:
To promote and maintain fraternal and cordial working relationship amongst mayors and key role players in the sector.
Ongoing Communication:
To foster an ethos of ongoing communication with and
between mayors and key role players with the express
aim of devising common strategies on a range of issues
impacting on local government.
Promoting Mayoral Relations Internationally:
To deliberate on global trends regarding local government
issues, with special emphasis on encouraging Mayoral relations both within the African continent and internationally.
The National Municipal Managers Forum
Each CA meeting is preceded by a National Meeting of
Municipal Managers. As heads of municipal administrations,
Municipal managers have a crucial role to play in ensuring
the speedy and effective roll-out of the transformation
process and implementation of political programmes.Thus,
it is important for SALGA, and particularly its administration,
to strengthen its relationship with municipal managers to
attain a better understanding of the various municipal
challenges.This also opens up opportunities to tap into
critical skills within the sector in order to augment SALGA’s
participation in technical IGR processes.

Figure 1

Figure 2
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SALGA Administrative Structure

Governance &
Administration
Administration

SALGA’s Strategic Objectives

Products and Services

1.To continuously improve SALGA’s ability to deliver high
quality services to its members whereby:
• Municipal development strategies are sustainable and
improve the lives of the poor;
• All municipalities have effective IDP’s and performance
systems;
• All municipalities have effective financial management
systems and are financially viable;
• Democracy and accountability at the local level is
deepened;
• The quality and rate of municipal service delivery is
improved; and
• The HR and labour relations environment promotes
efficient and effective service delivery;
2. To increase the impact and influence of organized
local government.
3. To increase the skills base within the sector and the
country at large.
4. To increase knowledge sharing and improve the
communications capacity as well as vertical and horizontal
connectivity of OLG and municipalities.
5. To leverage the collective buying power of municipalities
to benefit the sector.
6. To ensure that South African local government plays a
critical role in furthering Africa’s development at regional,
continental and international levels.
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Directorate Focal Areas
•
•
•
•
•
•
•
•
•
•
•
•

Constitutional Matters;
Local Government Legislation;
Powers and Functions of Municipalities;
Councillor Remuneration
Traditional Leaders;
Intergovernmental Relations Policy;
Demarcation;
Elections;
Municipal By-laws;
Municipal International Relations;
Public Participation; and
Roles of Elected Municipal Representatives.

Governance &
International
Relations
Directorate
1. Governance
Key Challenges in 2003/04
With regard to local government legislation, during the last two sessions of
our democratic parliament many suites of legislation were deliberated upon
and passed by parliament.These pieces of legislation are to come into effect
from the start of the new local government financial year (July 2004) and the
challenge would be to facilitate and support the proper implementation of this
legislation by local government.

19

South African Local Government Association

Municipalities have experienced difficulties with the
roles and responsibilities of mayors and speakers.The
introduction of the Mayoral Handbook, which is a guide
of the rights, duties and expectations of Executive Mayors
and Mayors, provides municipalities with some point of
departure as to how best to apply the provisions of the
Mayoral Handbook to their own circumstances and needs.
The challenge remains for municipalities to identify their
needs and adopt provisions from the Mayoral Handbook
that will suit their needs.

Priorities for 2004/5
• Implementation of local government legislation;
• Develop a Speakers Handbook;
• Strengthening local government’s participation in
intergovernmental relations forums;
• Preparation for local government elections in 2005;
• Creating a database for Municipal International
Relations and develop protocol on Municipal
International Relations

Still a challenge is the split of powers and functions
between district and local municipalities.There are a
number of processes in place to attempt to resolve this
issue and until it is finalized and clarified, municipal service
delivery would be affected.With the promulgation of the
Traditional Leadership and Governance Framework Act,
Act 41 of 2003, which recognizes traditional communities
and traditional councils, the relationship between local
government and traditional leaders have been clarified.The
Act makes provision for partnership between municipalities
and traditional councils and what remains a challenge is how
this partnership will develop.

2. Councillor Remuneration

Achievements
• Completion of the Mayoral Handbook;
• Ensuring that municipalities play an effective support role
in preparing for the 2004 national elections;
• Advocating the interest of local government during
parliamentary deliberations on the Communal Land
Rights Bill and the Traditional Leadership and Governance
Framework Act;
• The development of closer ties with the National Council
of Provinces and the Portfolio Committee on Provincial
and Local Government;
• Participation in the review of Councillor Remuneration,
• Hosted the 8th AULA Regional Conference in Mangaung
in October 2003

With regard to tax advice to councillors SALGA initiated
a programme to assist and train councillors on taxation and
related matters.
Priorities for 2004/05
• Ensuring the completion of the process of reviewing the
present system of remuneration of councillors.

3. International Relations

Key Challenges
The legislative framework provides for a system of remuneration of public office-bearers, including councillors. Since
the introduction of the system in 1998, a number of issues
have been raised regarding the adequacy, or the lack
thereof, of the system.These include:
• Appropriate remuneration for councillors;
• Funding for councillor remuneration;
• Adequacy of the System for the determination of
remuneration;
• Categorization of municipalities for purposes of
remuneration;
• Taxation of Councillor remuneration;
The challenge is to review and consider, amongst others,
the aforementioned inadequacies, and to make the
necessary representations.
Achievements
DPLG in partnership with SALGA contracted a service
provider to review the present system of remuneration
of councillors, and develop recommendations on how
this system could either be improved or be completely
overhauled in the light of the new local government
dispensation and framework governing the remuneration
of public office-bearers.

Achievements:
• The SALGA Chairperson, Father Smangaliso Mkhatshwa,
was elected as the first President of the new unified
Pan-African organisation, United Cities and Local
Government of Africa (UCLGA). His election took place
at the 3rd Africities Summit held in Yaounde, Cameroon,
in December 2003 and was elected by over 700 African
Mayors present at the Summit.
The mission of UCLGA is to be the unified voice of African
local government in promoting and supporting the process
of decentralisation, link the decentralization process to the
dynamics of African integration, strengthen the capacity of
local governments to deliver services and promote
development at the local level, as a means towards raising
the standard of living of the people at the local level.
On the international scene, SALGA’s Chairperson was
elected co-President of the new unified international organisation of local authorities, known as United Cities and Local
Governments (UCLG). This has propelled SALGA on the
international stage as its Chairperson is expected to lead
Africa in this international movement.

SALGA Annual Report 2003/4
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• The achievements of SALGA in occupying leadership positions on
UCLGA/UCLG include the following:
- Ensuring that Africa is fully represented at the Constitutive Assembly
of the United Cities and Local Governments (UCLG) which was
held in Paris, France from 2 – 5 May 2004. UCLG represents local
government at the United Nations and other international bodies.
It is the largest international organization representing local
government and the UCLGA intends to make the case of African
local governments as forceful as possible within international forums.
- The SALGA Chairperson being elected as one of the first
co-Presidents of United Cities and Local Governments (UCLG).
- Campaigning for the election of 45 African members who
represent Africa on the Executive Bureau of United Cities and Local
Governments.This forms part of the governing body of UCLG which
is made up of a total of 288 Mayors and local councillors from seven
world regions who make up the new World Council.
- Setting up of an interim UCLGA Secretariat that is run and managed
by SALGA.
- Identification of an Interim Secretary-General who will assist
UCLGA with fund-raising issues.

Governance & International Relations Directorate

- Engaging the current Chairman of the African Union in dialogue
related to the recognition of the UCLGA as the High Council of
Local Government within the African Union.To this end, UCLGA has
deposited a formal request to the Secretary General of the AU
requesting an observer status in the AU so that it can ensure that
African local government issues are addressed together with the
numerous other challenges faced by the continent.
- Engaging in dialogue with African cities in relation to the location
of the UCLGA Headquarters.
- Leading a technical team to Rabat, Morocco to inspect the proposed
UCLGA Headquarters.
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- Developing a draft Constitution for the
UCLGA.This process was led by SALGA, which
spearheaded the setting up of a Constitutional
Drafting Committee, which was representative on
a region by region basis.
- Holding several briefing and sensitisation meetings
with the Head of State of the Republic of
Mozambique, the Head of State of the Republic of
South Africa, the South African Minister of
Provincial and Local Government, the French
Interior Minister, NEPAD officials, members of the
Diplomatic Corps represented in South Africa, to
amongst others, lobby their support (financial and
moral) for the UCLGA and its activities on the
continent as well as internationally.
- Holding meetings with Heads of international
agencies such as UN-Habitat, UNESCO, Région Ile
de France, Intar, etc to explore mutual areas of
cooperation between African local governments
and these agencies.
The programme of the UCLGA/UCLG President in
leading African cities include:
• Assisting local governments to make a specific
contribution in the implementation of international
agreements and agendas such as NEPAD, the Habitat
Agenda, the Post Johannesburg Sustainable Development
Plan of Action, the UN Millennium Development Goals
(MDGs), and the Cotonou Agreement on EU-ACP
Cooperation;
• Facilitating the access of African local governments and
their associations to international development agencies
for the purpose of presenting their perspective and
mobilising technical and financial resources in support
of local development;

• Increasing the awareness of international development
agencies through the demonstration of best practices
about the relative efficiency and effectiveness of African
local governments and their associations as channels of
development cooperation for the implementation of
international development agendas;
• Representing Africa at international forums such as the
forthcoming World Urban Forum (September 2004),
UCLG Executive Board Meeting (Brazil, October 2004),
Local Authorities Information Society Summit (Bilbao,
November 2005), etc.
• Monitoring the implementation of decentralisation
policies and the improvement of local government in
coping with their competences in the various African
countries (e.g. through the establishment of an observatory on decentralisation) so as to give substance to and
deepen the debate on decentralisation and the municipal
movement in Africa;
• Promoting knowledge management and information
sharing on organized local government, decentralisation
and the municipal movement in Africa through the
establishment of an information resources centre on
decentralisation in Africa;
• Presiding over the Africities Political Committee and
organize a 4th continental dialogue on decentralisation
and the municipal movement in Africa (Africities summit)
so as to provide an opportunity for exchange of
experiences and best practices across African countries
as well as with other regions, and share this with
development partners interested in supporting
decentralisation in Africa.

SALGA Annual Report 2003/4
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• Supporting central governments as they explore policy alternatives and
define a more appropriate framework for decentralisation, especially
around issues such as intergovernmental relations, legislative and regulatory
accountability of local governments, transfer of responsibilities, and authority
over taxation and service delivery;
• Building the capacity of local government associations in each country to
ably lobby for more voice for their member local governments in
policy dialogue with the national level;
• Promoting city-to-city co-operation and other forms of decentralised
cooperation so as to provide an opportunity for technical exchanges and
local on-job capacity building;
• Promoting the revitalisation of the local economy through a particpative and
inclusive process of mobilizing local stakeholders in the understanding of the
economic potential inherent in the local economy, and in dialogue for the
purpose of developing a vision and strategy for reviving the local economy;
• Strengthening the management capacity of local government, especially in
areas related to service delivery; and

Governance & International Relations Directorate

• Fostering the capacity of local governments to relate and interact with the
local population, grass roots organisations, and the private sector through
‘joint action’ thus making local government more responsive and effective in
service delivery.

Priorities for 2004/05
SALGA will lead an intensive fund-raising and sensitisation exercise on behalf
of the UCLGA. It currently has no funding and needs to be self-sustaining, and
financial partners and donors have to be identified. This will require meeting
heads of international organisations to mobilize funds, developing marketing
and supporting documents for the activities of the UCLGA such as the
following:
- UCLGA brochure
- UCLGA website
- UCLGA Business Plan
(Strategy and Perspectives for the next 3 years); and
- Budget

• The UCLGA Headquarters to be established by March
2005 or a suitable host country to be identified. A final
decision should be made on Morocco’s proposal to host
the Headquarters.
• The Constitution of the UCLGA to be finalized for
adoption at the General Assembly of the UCLGA
scheduled for May 2005 in the City of Tshwane.
• An appropriate name for the UCLGA needs to be
identified. SALGA needs to undertake an intensive
consultative process on the proposed name for the new
Pan African organization.
• AULA, UVA and UCCLA need to be dissolved and
ex-members mobilized to become full fee-paying
members of the UCLGA. This will require meeting with
Presidents or Secretaries-General and members of these
institutions, and ensuring that definitive action is taken
towards the dissolution of these institutions by
March 2005.
• Positions and profiles of the UCLGA office bearers need
to be developed and the positions advertised continentally.
• A regular UCLGA Information Bulletin is to be
established to inform members and report on UCLGA
developments.
• A Resource Centre on local government in Africa should
be established in order for UCLGA members to have
easy and rapid access to information.
• The President has to ensure that each African country
has, or is working towards establishing, organised local
government. A national association of local government is
both UCLGA’s and UCLG’s entry point in any country or
area of local government intervention. An assessment /
study will have to be done to identify which countries
have national associations and which do not, and what the

UCLGA/UCLG President needs to do to ensure that this
is established. This exercise will require SALGA providing
technical expertise and support. Foreign language courses
will therefore have to be arranged for most SALGA staff.
(NB. UCLGA and UCLG official languages are English,
French and Portuguese/Spanish).
• SALGA will lead in collaboration with the African
local governments in the general movement for African
integration, particularly in the New Partnership
for Africa’s Development, the Southern African
Development Community and the African Union.
• SALGA is also expected to continue dialogue with the
African Union to ensure that UCLGA is recognized as the
High Council for Local Government within the African
Union and report on progress made in that regard at the
March 2005 General Assembly.
• SALGA is currently preparing to host the UCLGA
Founding Congress, scheduled for May 2005, to be held
in the City of Tshwane.This will not be only a continental,
but also an international event, which will be attended by
several local government and international personalities.
• SALGA will also be leading the process of the
forthcoming Africities 4 Summit. To date, two cities have
offered to host the Summit (Nairobi-Kenya; and Dakar –
Senegal). SALGA will lead the process of inspecting the
two cities to assess their capabilities to host such a
Summit, select the host city; set up Executive and
Operations Committees; invite the Head of State of the
selected country to be the patron of the Summit; hold
several Political and other Committee meetings to
adequately prepare for the Summit; develop a programme
for the Summit; send invitations, identify speakers, etc.

4. KNOWLEDGE SHARING PROGRAMME
The programme is focusing on the following areas.
• District Learning Network;
• Local Learning Network;
• Knowledge sharing

Achievements in 2003/04

4.1. DISTRICT LEARNING NETWORK
Awareness Campaigns
These were conducted at the District municipalities.The
purpose of the campaigns was to create an awareness of
and increase support for the DLN and its activities in
municipalities.The audience was broader than the Mayors
and the Municipal Managers of each District Municipalities
visited. Again, through these campaigns, profiles of
municipality were collected in order to create a
web-page for each municipality and its project.
Three teams each comprising of the DLN Steering
Committee, SALGA and DPLG staff were formed to visit
the District Municipalities. A total of 16 municipalities were
visited. Issues addressed at the campaigns revolved around;
Economic development, Social development,
Intergovernmental relations, Finance, Infrastructure
backlogs and service delivery.
Plenary meetings
Three (3) plenary meetings were held to date, namely, the
foundation meeting, the strategic planning session in Boland
and the General Plenary meeting at Umgungundlovu, where
12 member municipalities attended. At this meeting , the
report of the Strategic Planning Session was adopted. DLN
was also given a seat in SALGA working groups as there is a
need for them to leverage political decisions.

• To develop a Membership fee criterion for the UCLGA, in line with UCLG’s
membership fee criteria.
• UCLGA Executive Board meetings to be held to strategise on African issues.
SALGA has the responsibility of coordinating such meetings.
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Peer Reviews
This is a programme funded by NORAD and is conducted by team members
from the learning network with one manager who is a specialist in this field.
There is a review team which is chosen within the network as an attempt to
transfer skills and increase capacity of conducting peer reviews.The steering
committee members have been trained and the plan to capacitate other
members is still to be finalized.
There are eight (8) peer reviews scheduled within the DLN workplan.Three
(3) have been conducted and the other (five) should be completed by August
2004 (donor’s terms).The three (3) that were conducted by order, are Siyanda
District Municipality , Ugu District Municipality and Waterberg District
Municipality.
Executive Leadership Development
This programme will be funded by either dplg or NORAD depending on the
current discussions at the strategic level of SALGA and dplg.
The project plan which include skills audit for (Executive) Mayors and
Municipal Managers is at the stage of being finalised.The unit is currently in
consultation with the HRD skills development unit, to integrate and
complement similar programmes.

Governance & International Relations Directorate

Research
• The study on the role of District Municipalities and its implications on IGR
was conducted by the HSRC in 2003
• The Siyanda strategy in delivering service in their DMA formed the rationale
for DLN to decide to commission a research on service delivery in the
DMAs.The decision was preceded by a workshop in November 2003 at
Thabo Mofutsanyana on service delivery in the DMAs using the Siyanda case
study which was conducted by the HSRC.
The Study is scheduled to run from beginning of April to the end of
June 2004.
• The debates on the future of RSCs have been on the agenda of the DLN
since its foundation meeting. Developments on the matter however, have
led to a formation of a Task Team of experts within the DLN, who will
specifically look at the interest of the District Municipalities while analyzing
new developments and existing research papers on the matter.
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The unit is in close interaction with Municipal Service –
Municipal Finance unit on the matter.

• The LLN held its first strategic session in Limpopo in
February 2004.

Benchmarks
• An ideal municipal benchmark was developed in time
before the Siyanda peer review.This benchmark was
used in the peer review process in Siyanda. It emerged as
a result of a need to customize the benchmark to District
Municipalities, and therefore, the benchmark was
reworked to suit DMs.This benchmark was used at the
Ugu DM peer review. It also emerged from the Ugu DM
peer review that a more pragmatic bench mark would be
relevant to peer reviews and therefore, a process to
develop a new one is necessary.

Strategic Planning Session
The session was conducted and well attended.The following
key areas were addressed:
• Municipal Finance - Integrated approach in rolling out
the MFMA.
• Revenue Enhancement – In terms of developing an audit on
debt status of member municipalities, developing a manual
for local municipalities which serve as a database for
donor assistance, commissioning research on borrowing
practices, guidelines and possibilities of embarking on a
joint implementation plan of the Property Rates Act.
• Local Economic Development – to improve research
capabilities of LED departments.
• Integrated Development Programme
• Service Delivery
• Leadership

Information Dissemination
• All sixteen (16) member municipalities have an index in
the HOLOGRAM/ KSP website.The webpage of every
DM have the demographics of that District Municipalities.
Discussions on how District Municipalities can include
their activities are undergoing.

4.2. LOCAL LEARNING NETWORK (LLN)
The LLN held its foundation meeting in September 2003 at
Kempton Park,The purpose of the meeting was to: Identify
the challenges facing local municipalities and rate them in
terms of importance; to establish means of sharing
resources where costs of private hiring will be minimized
and for expeditious service delivery and a situation whereby, municipalities could assist one another in dealing with
challenges; to establish the role of the network in dealing
with those challenges including possible interventions
The Steering Committees was elected in October 2003
and is chaired by Executive Mayor Mabe of Rustenburg.

4.3. KSP INITIATIVES
• The Skills Yellow Pages Project: The project serves as a
data for municipalities and SALGA for service providers is
at a level of capturing.
• The SALGA Portal Project is at a strategic level
of SALGA where discussions between executives
are unfolding.
• The unit is within the driving force of Water Information
Network (WIN), which is an initiative for water
services sector
• The KSP conference which was a launch of KSP from the
successful pilot of HOLOGRAM was held in Cape Town
in December 2003, which marked, in principle, the end of
HOLOGRAM.The re-branding of the HOLOGRAM
website to KSP, without losing HOLOGRAM data, is
being finalised.The sample and demonstration was
presented to the unit
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5. PARTNERSHIPS
SALGA has established and maintained a number of strategic partnerships with
both local and international stakeholders.This is part of the organizational
commitment in building collaborative networks within the sector. Existing and
established partnerships are outlined below.

National Departments
Department of Provincial and Local Government
The MSIU has established a partnership with DPLG through an exchange of
reports and is also pursuing relationships with regard to a collaborative efforts
on issues pertaining to skilled personnel in the diagnostic and support process.
Department of Water Affairs and Forestry (DWAF)
The SALGA MSIU has also established partnerships with DWAF in terms of
the monitoring systems used in identifying municipalities that fail to meet their
performance indicators. It is also envisaged that DWAF would be able to
collaborate with SALGA in terms of specialized support that would be
required by municipalities in crisis. DWAF is also to be engaged further by
SALGA MSIU in terms of the department’s policy that deals with municipalities
in crisis.

Governance & International Relations Directorate

Department of Minerals and Energy
Partnership and collaboration is being established with DME in terms of
diagnosing and rendering support to municipalities that are struggling with
electricity related issues.
National Treasury
The Technical Assistance Unit (TAU) at National Treasury has indicated its willingness to assist the MSIU and to form a possible partnership.TAU is able to
offer to the partnership the benefit of its knowledge and experience in offering
support to national and provincial departments.The details of the engagement
between the MSIU and TAU need to be explored further by SALGA.

Provincial Departments of Local Government
The relationship with provincial government is key to the
success of MSIU’s support initiatives.The provincial
departments of local government have skilled personnel
with a good understanding of the issues and dynamics
within the province as well as at the municipalities.Thus,
these departments have been engaged with regard to the
activities of the MSIU and other SALGA programmes and
the relationship is to be further strengthened.
DBSA
The DBSA through their Work-Out unit offers a range of
support to municipalities that are struggling to meet their
financial commitments.Thus, the SALGA MSIU is benefiting
from the bank in terms of access to information relating to
municipalities in crisis and for strategizing support initiatives.
The DBSA has also funded the business planning process of
the MSIU. It has again allocated a sum of R400m for local
government capacity building which can be accessed by
the MSIU.
NER
The NER has indicated that it will be able to assist the
MSIU in the following areas:
• Forwarding information from ESKOM on a municipality
defaulting on payment for their electricity bulk supply
account.
• Through the NER compliance audits it has identified
the lack of sustainable electricity delivery, skilled staffing
requirements, maintenance requirements of the electricity
infrastructure and a host of other problems linked to the
electricity business. Although the NER has a right to act
against the municipality, it is prepared to forward such
information to the MSIU for joint action.

Donor Agencies
SALGA is still enjoying the support of NORAD,
Masibambane and the Dutch Embassy.The organization has
in the past year built strong ties with USAID, AUSAID, GTZ
and the Department for International Development (DFID).
International Local Government Associations
On the International front we have seen the Chairperson of
SALGA, Father S Mkhatshwa, being elected to the
Chairpersonship of the Council of UCLGA as well as being
elected to one of the three presidents of the United Cities
and Local Government (UCLG).
The mission of the UCLGA is to be the unified voice of
African local government in promoting and supporting the
process of decentralisation, link the decentralization process
to the dynamics of African integration, strengthen the capacity of local governments to deliver services and promote
development at the local level, as a means towards raising
the standard of living of the people at the local level.
The Private Sector
SALGA has successfully worked with Price Waterhouse
Coopers to conduct assessments with regard to municipal
support and interventions.The assessments were conducted
to identify and determine the extent of the gaps that exist
within municipalities as well as the assistance required to
overcome these gaps.
In partnership with DBSA, DPLG, Siemans, SACF and
LGWSETA, SALGA is presently implementing the ICT
Internship programme.

Department of Health
SALGA has established a sound partnership with the department in the area
of HIV and AIDS.This has been a strategic partnership that drew on the
expertise and resources of DoH to carry forward the objectives of SALGA.
Partnership with the Education and Training Unit
The Partnership with both the DoH and ETU has resulted in the Strategy
workshop held with municipalities and HIV and AIDS programme donors in
September 2003.The development of the local government strategy for HIV
and AIDS (Resource mobilization and Community mobilization) was also a
product of the workshop.
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CHAPTER

05

Directorate Focal Areas
•
•
•
•
•
•

Labour Relations
Skills Development
LGWSETA
Organizational Development
Restructuring of Municipalities
Institutional issues relating to Municipal Service Partnerships

Labour Relations
Challenges in 2003/04
• Legal Challenge from unorganised members of Labour on medical
aid rationalisation.
• Extremely difficult negotiations on pension fund restructuring.
• Legal technicalities with the establishment of a new Defined Contribution
Fund for the sector.

Medical Aid Restructuring
• Reduced medical costs.
• Improved administrative management of medical aid due
to the accreditation process.
• More access to medical aid for a significant number of
employees who previously could not access medical aid.
Pension Fund Restructuring
• Ability of the employer to place the matter on the
bargaining table.
• Development of a framework for the restructuring of
pension fund arrangements in the sector.
• Audit of pension funds in the sector.
Multi-Year Salary Agreement
• Improved budgetary framework due to longer projections
of expenditure, hence enhancing financial planning for
municipalities.
• Cost effectiveness in terms of time that can be
set aside for other pressing needs and projects.

Wage Curve Determination
• This process, coupled with the categorisation of
municipalities, seeks to give effect to clear wage curves
for each category of municipality.
Performance Management System
• Compliance with legislation (Municipal Systems Act, 2000).
• Uniformity in the sector has been achieved, through using
one system, the Balanced Scorecard.
Alternative Service Delivery Mechanisms
• Production of a detailed guideline manual for
municipalities to use when dealing with Municipal
Service Partnerships.
Occupational Health and Safety
• The creation of awareness in municipalities in order for
them to be compliant with legislation in this regard,
through workshops held throughout the country.
• Guideline document to enhance capacity for compliance.

Integration of the Public Sector
• Creation of a framework for improved service delivery
across spheres of government.
• Creation of an HR regime that responds positively to
the deployment of skills and staff across spheres of
government.
• Gravitating towards the ideal of a seamless government
machinery.

Human Resources
Development
Directorate
• Amendments to the Organizational Rights Agreement, and legal challenges
with regard to the application of the Agreement.
• Funding for Job Evaluation project.
• Non agreement at the bargaining table on the number of categories to be
determined for Local Government.

Job Evaluation
• A uniform job evaluation system for the Sector.
• Moving towards achieving parity and equity in the grading
of jobs in the sector.
Categorisation of Municipalities
• As a sequel to the Job Evaluation process, the categoristion process comprehensively addresses principles of
equity in terms of remuneration in municipalities.

Achievements
Conditions of Service
• A uniform regime of Conditions of service for the sector.
• Improved budgeting framework for municipalities.
• Reduction in personnel costs, e.g., reduced leave accrual, no more accrual
on sick leave, etc.
• Improved Human Resources Management.
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Onsite Support and Advice
• Advice to 224 municipalities, in writting, on issues ranging
from housing subsidy, placement, performance assessment,
misconduct, etc.

Water Services Transfers
• A guideline document was developed to guide
municipalities in engagement with DWAF on the
implementation of this process.
Agreement on Sector Summit on Job Creation
• The Sector Summit to formulate a blueprint for Local
Government on job creation.
Major Activities in 2003/04
• Negotiations on Pension Fund Restructuring.
• Establishment of a new Defined Contribution Fund for
the sector.
• Sector Summit on Job Creation.
• Discussions on the Integration of the Public Sector.
• Implementation Strategy for Performance
Management System.
• Phase 2 of the Medical Aid Rationalisation process.
• Development of a Draft Municipal Employees Bill.
• Development of an integrated Payroll System.
• Development of an HRD Database for SALGA.
• Finalisation and Completion of Employment Equity Plans
for municipalities.

Priorities for 2004/05
• Medical Aid Restructuring
• Pension Fund Restructuring
• Multi-year salary agreement
• Integration of the Public Sector
• Finalisation of Job Evaluation
• Categorisation of Municipalities
• Wage Curve determination
• Revised salary scales for Municipal Managers
• Performance Management System
• Occupational Health and Safety
• Water Services Transfers
• Amendments to the Organisational Rights Agreement
• Development of an Integrated Payroll System
• Electricity Distribution Restructuring
• Regulatory Framework for Micro-lending.

Skills Development
Challenges for 2003/04
• Finalization of the National Capacity Building Framework
• Constituting the National Capacity Building Steering
Committee and Finalising its Terms of Reference
• Generic Competency Framework for Executive Mayors,
Mayoral/Executive Committees, Part Time Councillors and
Ward Committees
• Impact Assessment of Past and Present Training
Programmes
• Audit the skills needs of the Local Government Sector
• Improve Capacity of Municipalities to Access
Conditional Grants
• Ensure that LGWSETA Plays a Strategic Role in Building
Capacitated Municipalities
• Development and Implementation of the Councillor
Development Programme
• Development and Implementation of the Core Councillor
Training Programme
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Achievements
National Capacity Building Framework
SALGA initiated a process to integrate its Skills Development Strategy
document with the DPLG’s Capacity Building Strategy.This process was
successfully completed to the effect that an Integrated Capacity Building
Framework for the Local Government Sector has been finalised.
A joint DPLG/SALGA process for developing an implementation framework,
the institutional framework for the implementation, developing assessment
tools and the launch of the capacity building framework is being undertaken.
National Capacity Building Steering Committe
We have a fully constituted National Capacity Building Steering Committee
with the DPLG and SALGA as the main stakeholders. Other stakeholders
include LGWSETA, Department of Water Affairs and Forestry, National
Treasury, the Municipal Demarcation Board and the Public Works Department.
LGWSETA Governance and Operational issues
Together with the unions, we have finalized the outstanding governance matters in so far as they relate to the following:

Human Resources Development Directorate

Establishment of LGWSETA Provincial Offices

Learnerships for Community
Development Workers

Councillor Development Programme
The Councillor Development Progeamme is a training
programme delivered to councilors and is accredited at
NQF Level 5.The programme has four compulsory modules
and two electives. Six hundred and thirty councillors (630)
from throughout the country at seventy councillors per
province were enrolled for the Programme.
Because of the intense nature of the course we divided
councillors into 18 groups of 35 councillors each.This has
ensured that individual attention can be given to those
learners who, because of a lack of experience or strong
management acumen, may not readily grasp the concepts
and processes to be imparted to the learners.

Constitutional Amendments
We have successfully amended the constitution in respect of decision making
as per the SALGA HRD Conference.The decision making powers have been
changed to 50% plus 1 and not concurrent majority as was the case previously.

The pragramme was delivered over a period of 18 days which
was spread over a six month period. The 18 days of training
converts into 324 contact hours.

We have also been able to set up bi-laterals between stakeholders on all
substantive and non-substantive issues so as to avoid deadlocks which delay
the implementation and delivery LGWSETA of programmes.

Core Councillor Training Programme
The second phase of the councillor orientation programme
funded by the Norwegian Development Agency (NORAD)
with technical assistance from the Norwegian Association of
Regional and Local Authorities (KS) will be delivered in
October 2004 in all the 47 District councils.

Appointment of CEO
We have successfully employed a new CEO acceptable to all stakeholders and
have reached agreement with all parties on the finalisation of the constructive
dismissal claim brought about by the former CEO who had since resigned.

Executive Leadership Programme
We have successfully managed to raise R4 million for the
DBSA to develop and implement this significant programme.
The Programme targets Mayors, Speakers and
Mayoral/Executive Committee members.We anticipate to
include senior municipal officials i.e Municipal Managers and
Executive Directors/Directors.
Priorities for 2004/5
1. Finalisation of Competency Framework for Mayors,
Speakers, Mayoral/Executive Committees, Part Time
Councillors and Ward Committees
2. Implement Impact Assessment of Past and Present
Training Programmes
3. Municipal Profiling and Benchmarks
4. Implementation of the Core Councilor Training
Programme, Executive Leadership Programme and Water
Services Development Programme
5. Consolidating Institutional Coordination
Major Activities that took place in 2003/4
• HRD Conference
• SALGA Workshop on the LGWSETA Business Plan

SALGA trainers together with speakers/mayors and municipal managers of the respective municipalities will develop a
roll out plan for individual municipalities.

The new CEO has developed a strategic framework document and awareness
campaigns are being undertaken to secure stakeholder buy in.

LGWSETA Structures & Committes
We have deployed councillors from all nine provinces into the policy committees and eight sub-sector task teams
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CHAPTER

06

Directorate Focal Areas
•
•
•
•

Municipal Governance
Municipal Financial Management
Municipal Administration
Municipal Human Resources Management

Municipal Support and Interventions Unit
Challenges in 2003/04
• Limited resources to implement corrective steps to address weaknesses
identified during the diagnostic process
• Integration of support from other institutions to that of MSIU and an arrival
at a common approach

Municipal Support
& Interventions
Directorate
Since its establishment in April 2003, the MSIU has been engaged in a
number of activities that were mainly as a result of requests for assistance
from municipalities. During this period, the MSIU also sourced information,
where possible, from national and provincial government on municipalities that
are not performing as expected.The support provided to the municipalities,
covered areas relating to governance, financial management, human resources
management and general administration.
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The MSIU has been involved in programmes aimed at
turning around municipalities which are seen as requiring
intervention in terms of section 139 of the Constitution.
The MSIU has engaged with the following municipalities in
this respect:
Mamusa
Kgetleng Rivier
Mafikeng
Lekwa
Teemane
Ditsobotla
Tswaing
Nkomazi
Ehlanzeni
Thembisile
Gert Sibande
Achievements
Several interventions and support mechanisms were
provided by SALGA national and provincial governments
at different municipalities during the financial year.These
interventions were a result of requests received from
the municipalities, media reports and/or information
obtained from other institutions, e.g Provincial
Auditors General.

On site support services undertaken were:
• The development of organograms which are aligned to
IDP's and budgets, keeping records and compilation of
financial statements , placement of staff, appointment of
senior management in terms of section 57 of Local
Government Municipal Systems Act and the development
of contracts of employment at:
- Camdeboo (Eastern Cape)
- Baviaans (Eastern Cape)
- Ubuntu (Northern Cape)
- Okhahlamba (KZN)

• In-depth analysis on financial management has also been
conducted on the basis of the Auditor General’s Report.
This was done to determine reasons for disclaimers of
opinion, adverse reports etc. by the Auditor General on
the financial statements of certain municipalities.The
analysis covered a total of 123 municipalities in the
following provinces: 31 municipalities in the Northern
Cape; 15 municipalities in Gauteng province; 45
municipalities in the Eastern Cape; 31 municipalities
in Limpopo.

• Governance assessments were conducted in the
following municipalities:
- Mqhaka (FS)
- Moretele (NW)
- Klerksdorp (NW)
- Southern District (NW)
- Northern Free State District ( FS)
- Elundini (EC)
- Kgetleng Rivier (NW)
- Mamusa (NW)
- Lekwa Taemane (NW)
- Mafikeng (NW)
- Tswaing ( NW)
- Ditsobotla ( NW)
- Kokstad (KZN)
- Motheo (FS)
- Lejweleputswa.
These preliminary but comprehensive assessments
focused mainly on the state of governance, with special
emphasis on the working relations between the elected
and appointed officials, as well as compliance with financial
management and labour practices.
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• SALGA also conducted an assessment of municipalities within two districts
of Limpopo and Mpumalanga Provinces, to identify and determine the extent
of the gaps that exist within municipalities as well as the assistance required
to overcome these gaps.The following municipalities were assessed:
- Nkangala District Municipality
- Delmas Local Municipality
- Emalahleni Local Municipality
- Middelburg Local Municipality
- Highlands Local Municipality
- Dr J.S. Moroka Local Municipality
- Thembisile Local Municipality
- Greater Sekhukhune District Municipality
- Greater Marble Hall Local Municipality
- Greater Groblersdal Local Municipality
- Makhuduthamaga Local Municipality
- Fetakgomo Local Municipality
- Greater Tubatse Local Municipality

Municipal Support & Interventions Directorate

• In February 2004, SALGA conducted a feasibility study which included the
following components:
- A review of local experience with regard to municipal support and
interventions, including a desktop study of Section 139' interventions
to date.
- An international comparative study of similar government
funded units.
- The development of a methodology for providing support to
municipalities in crisis, including guidelines.
- The preparation of a Business Plan for the MSIU.

• Support has also been provided to all municipalities to
assist them in improving performance and in dealing
with new policies and legislation which, amongst
others, include:
- Setting of additional key performance indicators
(additional to norms and standards set as
compulsory under the regulation requirements).
- Benchmarking: the sharing of information on
agreed KPI’s.
- Learning: the use of benchmarking to improve
performance and other methods of sharing
information.
Priorities in 2004/05
In line with its mission, the MSIU will have the following
core priorities:
• Using information from other monitoring initiatives to
identify municipalities which are approaching crisis.
• To support and strengthen municipalities approaching
crisis with on-site assistance
• To ensure lessons learned through the support initiative
for each municipality are disseminated.

• The business plan was developed for the MSIU and structured as follows:
- The institutional and legal framework within which the MSIU
must function.
- The assessment of the current situation with regard to the state of
local government and existing regulatory and support initiatives.
- The specific gaps relating to targeted support for municipalities in
crisis, which leads to confirmation for the need of MSIU.
- The overall strategy for the MSIU.
- The working arrangements for the MSIU.
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CHAPTER

07

Directorate Focal Areas
•
•
•
•
•
•
•
•

Poverty Alleviation Programmes
Local Economic Development
Urban Renewal and Rural Development
Local Agenda 21
Integrated Development Planning
Town Planning and Land Use Management
Tourism
Environmental Health

1. Sustainable Development
Achievements
• Organized workshops on the implementation of “WSSD IDP Guidelines”
for municipalities.

Municipal Services
Directorate
Socio-Economic Development

• Published and distributed more than 500 copies of the “WSSD IDP
Guidelines” to all 284 municipalities and relevant stakeholders.
• Submitted a Report on the coordination and implementation of Local
Agenda 21 to DEAT as they provided R300 000 for the implementation of
Local Agenda 21.
• Undertook assessment / “test” on sustainable development in Sekhukhune
District Municipality.
• Researched and informed top management on the implications of
Environmental legislation that have an effect on the operations
of municipalities.
• Considered and reviewed the implementation of Local Agenda 21 with
strategic partners and relevant stakeholders
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Priorities for 2004/05
• Undertake pilot projects in three selected municipalities
on Waste Management.
• Initiate proper mechanisms in assisting challenges
identified at Sekhukhune District Municipality in
implementing IDP programmes in line with sustainability.
• Coordinate and support selected municipalities to
showcase their best practices in the up coming
Conference on Sustainable Development in September
2004. (DEAT).
• Roll out the Pilot project on Waste Management to
other municipalities.
• Undertake assessment of sustainable development in
other district municipalities. Provide support in line with
the outcomes of the intended pilot projects.

2. Local Economic Development
Achievements
• A draft LED policy was released with DPLG. A consultative process is currently underway with provinces.
• In terms of the roll out of SALGA’s LED support
programme, on site support services and facilitation for
municipalities on a targeted basis as well as on demand
will be provided.The program is currently finalising the
modus operandi for implementing the Support program.
• With regard to LED learnerships, the LGWSETA
together with SALGA have initiated LED pilot leanerships
in four hubs (Cape Town, Mangaung, Mbombela &
Ethekwini).The learnerships seek to assist municipalities
to enhance their understanding and capacity for LED. In
addition approximately 1000 unemployed graduates are in
the learnerships (Matric/ Grade 12 level) and municipal
officials are currently benefiting from the learnership.
• A newsletter informing municipalities about the learner
ships has been published.

3.Tourism
Achievements
• A municipal tourism analysis highlighting the institutional
location of tourism, the tourism programmes in municipalities as well as municipal needs and support requirements has been concluded.
• Several engagements with various stakeholders in the
tourism industry are currently underway:
• Liaison with the Department of Environmental Affairs &
Tourism to improve the tourism impact of municipalities
by delivering adequate support to municipalities is
ongoing.
• THETA (with SATI) and SALGA are working in
collaboration on the issue of skills development support
for municipalities.
• SALGA is in the process of supporting the roll out of
the responsible tourism Planning Framework for
municipalities.
• On site support to municipalities seeking to strengthen
their tourism planning & management capability
(N12 Treasure Route Municipalities)

Priorities for 2004/2005
• Disseminate the lessons and good practices from pilots to
all municipalities
• Mobilize and facilitate the adoption/ application of the
CBP methodology in other municipalities
• Package and make available CBP guidelines to support
implementation by more municipalities at minimal cost
• Formulate a Municipal Energy Planning Manual
• Energy planning support to some 39 Municipalities with a
view to implement Demand Side Management.This is a
joint initiative with Eskom
• Delivery of Building Energy Audit Training through the
Department of Minerals and Energy.
• Providing on-site support to municipalities in implementing Energy Planning and Demand Side Management.

4. Community-Based Planning (CBP)
Achievements
• Implemented the approach in 8 pilot municipalities
• Trained 30 lead facilitators, and 80 facilitators in
municipalities
• Developed approximately 100 ward plans in the pilot sites
• Good practices and lessons emerging from CBP have
been recorded.
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CHAPTER

08

Directorate Focal Areas
• Water
• Electricity
• Health
• Housing
• Municipal Public Transport
1.Water Services
Water Services (WS) refers to both Water and Sanitation
Activities
• Provincial Preparatory Water Summits - 2003
• National Water Summit - September 2003
• Section 78 Rollout - 2003
• Extended Municipal Services Water Group - 2003
• Strategic Framework for Water Services Rollout - 2004

Municipal Services
Directorate
Services Infrastructure

Challenges in 2003/4
• Cabinet approval of the Strategic Framework for Water Services
(SFWS) document
• Continued support to Municipalities regarding implementation of
Department of Water Affairs and Forestry (DWAF) Transfers.
• Support municipalities in their S78 processes and linking these to the WS
Institutional Reform Programme where relevant.
• Finalization of National Sanitation Policy amendments to better reflect
municipal positions
• Clear articulation of municipal concerns regarding Water Resource
Management programs and projects that potentially impact on
municipalities negatively.
• Fast tracking the implementation of Free Basic Water and the finalisation
of a national sanitation policy
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Achievements
• Successful SALGA/ DWAF Water Summit held in October
2003 whereat:
- A joint declaration between SALGA and DWAF
was signed.
- 217 municipalities participated directly in the
provincial preparatory summits.
- Overwhelming consensus regarding municipal
concerns relating to financial impact of Catchment
Management Agencies was reached.
• SALGA providing a leadership role to the National Water
Services Institutional Reform Task Team.
• Establishment of the National Joint Response Team in
January 2004, made up of SALGA, DWAF and DPLG, to
provide support and S78 transfers in key municipalities
with particular emphasis in 2004 being placed on
personnel transfers.
• Continued support of municipalities taking transfer of
DWAF assets as evidenced by a national workshop with
receiving authorities where particular concerns were
raised regarding personnel transfers and long term
financial sustainability of the schemes
• Providing direct support to specific municipalities on
the S78 process through provincial Water Services
Coordinators.
• Identification of criteria and front runner areas to
facilitate Institutional Reform thereby linking S78 and
regionalization processes.
• Championing the rollout of the SFWS throughout
the provinces
• Initiation of municipal round tables in areas currently
serviced by Water Boards in order to promote common
understanding and consensus among municipalities e.g.
Sedibeng and Lepelle
• Continuation of the Partners in Water and Sanitation
(PAWS) initiative through involvement of Uthungulu,
Mkhomazi and Matjhabeng Municipalities.
• Finalization of the introductory rollout on the SALGA/

•

•

•
•

•
•

SAAWU bulk water supply contract for use by
municipalities currently serviced by Water Boards.
Continued strengthening of SALGA WS technical support
team with particular focus on entrenching participation of
rural municipalities.
Built a WS network across municipalities and drove
ongoing consultation and information dissemination
processes.
Bringing to DWAF’s attention that consensus regarding
publication of its raw water tariffs had not been reached.
Provided direct support to contract negotiations in
Makwassi Hills and Matjhabeng municipalities as requested
by them.
Establishment of a Water Resource Forum prioritizing on
Catchment Management and Water Quality issues.
Continued engagement with DWAF portfolio committee

Priorities
Working with sector partners to:
• Ensure successful implementation of Masibambane
2 programme.
• Assist municipalities in implementing the SFWS to meet
sector goals and targets, especially service delivery.
• Prioritize addressing the sanitation backlog and bucket
eradication and ensure the alignment necessary for
improved sanitation delivery in line with presidential
targets
• Continue to play a leading role in the Institutional
Reform process and ensuring adequate support to
frontrunner areas.
• Development and implementation of a support strategy
aimed at strengthening municipal Water Service
Providers as part of the Local Government support
strategy for WS.
• Development and articulation of a SALGA position
regarding Water Services regulations.
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• Strengthen municipal voice in the spectrum of WS
projects/ programmes, i.e. Catchment management
establishments, pricing and tariffs, planning, water
quality management and water conservation activities
• To implement the Sanitation awareness campaign.

2. Housing
Achievements in 2003/4
Introduced the SALGA Social Housing Implementation Support Programme:
• 4 pilot municipalities (Tshwane, Govan Mbeki, Ekurhuleni & Buffalo City)
• Established a network of municipalities and practitioners around social
housing delivery in municipalities
• Training and learning dissemination through study tours/ workshops
and seminars

Municipal Services Directorate
Services Infrastructure

Priorities for 2004/2005
• Pursue the rationalization of housing legislation to favour local government’s
increased role in the delivery of housing (e.g. foster assignment of powers
rather than accreditation as provided for by the Housing Act)
• Support the delivery of Rental Housing delivery by municipalities
• Support the acceleration of housing delivery mechanisms in municipalities
• Facilitate the development and application of local Social Housing policies
in the pilot municipalities and other targeted municipalities
• Housing policies in the pilot municipalities and other targeted municipalities

3. Electricity
Achievements in 2003/4
• Continued role in EDI – ensuring municipal interests are not compromised.
• Support to EDIR processes.
Priorities for 2004/2005
• Ensure that the municipal ring-fencing process is concluded successfully
• Support progress towards the establishment of the REDS.The first RED is
targeted for mid 2005.
• Manage the multiplicity of municipal interests in the RED establishment.

5.Transport
Priorities for 2004/05
• Pursue the revision of the Toll roads strategy to better
respond to local socio-political implications of tolling.
• Assessment of municipal road infrastructure requirements
and conditions
• Continued liaison with the Department of Transport in
respect of transport challenges at the municipal level

6. Health
Priorities for 2004/05
• Support to the restructuring process and clarifying
municipal implications of the transfer of functions
between Local Municipalities, Districts and Provinces
• The enhancement of Municipal Health Services in view of
the restructuring (devolution).

7. Expanded Public Work Programme (EPWP)
Achievements
• Jointly hosted workshops with municipalities per province
to inform all municipalities of the EPWP
• Undertook an analysis of the EPWP to isolate municipal
implications.
Priorities for 2004/2005
• Intensify efforts to communicate EPWP implications
for municipalities.
• Embark on awareness campaigns to support municipalities
to internalise the EPWP to effect delivery
• Ensure municipal ownership of EPWP processes locally
• Establish a technical capability to provide on site support
to municipalities with a view to:
- Resolve local challenges and blockages
- Monitor and evaluate progress
- Encourage co-ordination of programmes
- Enhance local capability to manage EPWP

4. Municipal Infrastructure
Priorities for 2004/05
• Ensuring that the Municipal Infrastructure Grant is structured to benefit
municipalities by simplifying or rationalizing reporting and accountability as
well as capacity enhancements.
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Achievements

•
•
•
•

SALGA’s Equitable Share Review submission
Participated in a joint SALGA/DPLG/FFC/National Treasury
Working Group in order to:
• Develop an appropriate package and level of
basic services
• Determine the appropriate relationships between the
equitable share and the infrastructure grants that will
facilitate the implementation of FBS
• Review funding requirements of the different categories
and types of municipalities taking into account situational
variances (i.e. rural versus urban, extent of backlogs in
service delivery, ability to generate own revenue, etc.)

Local
Local
Local
Local

Government
Government
Government
Government

Equitable Share
Budget Forum
Budget Week
Finance Legislation

Challenges in 2003/4
One major challenge is that there are numerous and large changes between
the Local Government Equitable Share (LGES) that is stated in the Division of
Revenue Act 2003 and the Division of Revenue Act of 2004.There are no
obvious trends with regard to the above changes; some municipalities have
seen the LGES increase, while others have seen theirs decrease.
Some municipalities are becoming more reliant on grants and donor funding to
finance capital expenditure. Smaller municipalities are not able to raise loans
due to cash flow problems and creditworthiness.

Municipal Services
Directorate
Municipal Finance

The impact of restructuring of electricity on municipal revenues and
possible financial implications of funding the ring fencing of electricity
assests and liabilities.

SALGA’ Budget Forum Submission
The submission was made to highlight local government
pressures and challenges and to indicate that there is
significant progress with regard to achieving the mandate of
Local Government.The SALGA submission also supported
the proposal made by the Financial and Fiscal Commission
that the division of revenue to local government be based
on a municipalities’ needs.The cost of this must be established through the costing of services that municipalities
provide.This costed norms approach will enable the share
of the division of revenue allocated to municipalities to be
more equitable and needs based.
Activities in 2003/04
Local Government Budget Week
The Local Government Budget Week is an annual policy
statement that focuses on financial challenges, pressures and
complexities within the local government sphere.The theme
for the 2004 Budget Week is “Consolidating financial
legislation to achieve transparency and accountability
in Local Government finance”.

The focus of the event was on transforming financial
management through implementation of Local
Government financial legislation which entailed the following:
• Highlighting all financial legislative requirements as it
pertains to Municipal Finance
• The launch of the LG Finance Best Practice Manual
• Assessment of capacity constraints in the implementation
of the MFMA and the Property Rates Act with a view
to bridge them
• Coordination and alignment of LG Finance
capacity building, training and skills development
programmes from National and Provincial Level
• Compilation of a database of accredited service providers
on LG finance training which municipalities may use.
• Assessment of progress on indicators identified in the
previous year including trends in LG Budgets
• Compilation of a report recommending and informing a
number of programmes in the Organization with particular
reference to municipal support and partnerships in terms
of financial capacity building.
Priorities for 2004/05
• Rolling out of Local Government Financial Best
Practice Manual
• Support to Municipalities regarding the implementation
of the MFMA and Property Rates Act
• Establishment of SALGA’s budget office
• Design of a Municipal Finance Information
Management System
• Development of a basic and advanced Financial
Management training program for CFOs.
• Review the implementation of Budget Reforms
• Report on the Financial and Fiscal status of municipalities
to influence the Division of Revenue process
• Measure Local Government fiscal capacity.

Trevor Manuel
Minister of Finance

Audit reports indicate that 184 financial statements for 2000/01 are qualified,
disclaimed or outstanding, while 236 are outstanding for 2002/02. On average,
about 50% of municipalities do not account for their expenditure on revenue
and/or operational grants. Another serious concern is non-collection of
revenue and non-billed losses, or generally inadequate revenue strategies
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Gender
HIV and AIDS
Disability
Youth Development

1. Gender and HIV and AIDS
Challenges in 2003/4
Municipal Gender Coordinators – Many municipalities still do not have
gender coordinators and in cases where there is an incumbent, they are
deployed to other programmes that are not related to gender.

Municipal Services
Directorate

Developing a national programme and assessing
the commitment of municipalities to SALGA’s
Special projects.
For a fair assessment and evaluation on the commitment
of municipalities, there is a need for a local government programme to be in place.The appropriate programme would
incorporate the inputs from municipalities and communities.
There was a major set back in terms of the program implementation due to the fact that there was no HIV and AIDS
and gender official in the organization for a period of 2
years.This means that all programmes that had been
embarked on earlier needed to be redone.
Achievements
SALGA established a strong partnership with the
Department of Health.The partnership is mainly around
HIV and AIDS matters.This has been a strategic
partnership that drew on the expertise and resources of
the Department of Health to carry forward the objectives
of SALGA.
A partnership with the Education and Training unit was
established.This has been a strategic partnership that drew
on the expertise and resources of DoH to carry forward
the objectives of SALGA in terms of HIV and AIDS issues.
This partnership with both the DoH and ETU has resulted
in the Strategy workshop which was held with municipalities
and HIV and AIDS programme donors on September 2003.
The development of the local government strategy for
HIV and AIDS (Resource mobilization and Community
mobilisation) was product a of the said workshop.

Special Projects

Municipal HIV and AIDS Coordinators – The HIV and AIDS coordinators
are often times deployed from other departments from within a municipality
and are not given the support they need. In many municipalities, there are no
officials for HIV and AIDS but instead the staff from Health is used to run
municipal HIV and AIDS programmes that are often health focused and HIV
and AIDS is not seen as a development subject.

The AMICAALL initiative has also been strengthened.The
AMICAALL pilot municipalities were identified in 2002 to
determine how the AMICAALL programme could be
implemented in South Africa.The partnership with the
AMICAALL gave support to SALGA in the development
of the HIV/AIDS strategy.

Gender Audit:
The gender audit was conducted in all municipalities (with
administrators and councilors). In council, the focus was on
all councilors but particularly on the “senior councilors” –
mayor / deputy mayor, speaker and chief whip. In administration, the focus was on the section 57 employees – decision
makers of municipalities.The audit has now been complete
and a report is available.The research conducted was to
identify strategies that would increase the gender representation and participation of women in local government.

A Local Government Aids Strategy Workshop was held in
November 2003 with the objective of developing a local
government strategy.This workshop was held in partnership
with the Department of Health and The Education and
Training Unit. Amongst the participants that were invited
were municipalities with examples of best-practice, pilot
municipalities, AMICAALL Swaziland, South African Cities
Network, UNDP, USAID and Policy Unit (an NGO based
in Cape Town).

Priorities for 2004/ 05
• Developing awareness on the gender audit results
• Gender Policy framework development and piloting
• Women in local government Conferences / Exhibitions
(National and Provincial) August 2004.
• Implementing the Resource and Community
Mobilisation Strategies.
• Commencing the “50/50 Gender representation by 2005
Campaigns” in November 2004.
• Re launch of the AMICAALL at National, District
and Local Levels.
Conferences
The Gender Conference between June and August in 8
provinces culminated in the national conference held on the
9 August 2004 at Mogale City.Western Cape did not have a
conference. An International Women’s Conference was held
in Mangaung.
An AMICAALL workshop was held from 31st July to
1st August 2003 with pilot municipalities to explain what
AMICAALL is all about and what was expected of the pilot
municipalities.This workshop resulted in the HIV/AIDS
Strategy session which ultimately resulted the development
of the Community and Resource Mobilisation Strategies.

Project Funding and organizational commitment – The fact that the project is
sustained by donor funding means that the funders determine which programmes will be prioritized.There has been much pressure from the politicians
to actively include the youth and disabled in the programme. Due to lack of
financial capacity, this request could not be met.
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ICT Strategy for Local Government
Municipal Communications
Media Relations
Public Relations
Publications
Marketing
Committee Services
Revenue Collection
Human Resources
Finance and Administration

Priorities for 2003/04:
• To implement a common payroll system for municipalities.
• Investigate issues around broader billing, financial and
human resource systems.
• Set up acommon intranet for municipalities.
• To develop a local government portal.
• Developmentof local government ICT governance charter.

Corporate Services
Directorate

2. Municipal Communications

1. ICT Strategy for the Local Government
Challenges in 2003/04
Developing an effective Information and Communications Technology (ICT)
strategy still remains a major challenge for many municipalities, yet the strategy
would provide an enabling business opportunity and improve the customer
interface of the operations. However, latest figures show an improvement in
municipalities that now have basic connectivity, i.e access to internet and email.
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Achievements
SALGA embarked on a program to capacitate its ICT team
to enable it to provide strategic ICT support to municipalities. Some of the key projects are:
• Development of an ICT strategy for the sector in
partnership with CSIR.
The strategy development framework has been produced.
This framework outlines the process of developing
the strategy.
• ICT internship program has been successfully launched.
This creates a platform for youth in underserved areas to
be engaged in, on the job training / skills development.
At present, there are 40 students deployed across
municipalities in ISRDP areas.This is being implemented
in partnership with DBSA, DPLG, SIEMENS, SACF
and LGWSETA.

The new system of government has broadened and ushered
in a new era of access to the means of communication for
many of our people. With the emphasis now falling on local
government for increased service delivery, it becomes
important that the communication component in local
government be capacitated. Inherent in this deliberate effort
is the understanding that a government in touch with the
people can only lead to better services and also improve
and consolidate the gains of democratic governance. As
the voice of local government, SALGA has a responsibility
to ensure that there is a system of communication at local

government level that interfaces and is aligned directly with
both spheres of government. This entails setting up all communication structures, assisting local authorities in meeting
their legal obligations to communicate with citizens, joint
drafting of communication strategies and plans of action
with partners in government and SOE's.

Priorities for 2004/2005
• Implementation of the municipal government
television service
• Establishment of local communications structures
• Implementation of conference resolutions
• Joint action by SALGA, GCIS and the DPLG to develop
an integrated approach to communications at local level

Due to the rapid pace of service delivery earmarked for the
Second Decade of Freedom, it is important that municipal
communication be enhanced to address the gains of
government in creating jobs and development, to reduce
unemployment and eradicate poverty and also create an
enabling environment for municipalities to profile themselves as part of the system to build a better life for all
South Africans and a better world for all. Together with
GCIS and the DPLG, Salga will be undertaking to establish
communication structures in municipalities and guiding the
process of optimising the communications function. In the
context of the communications conference of 2002, the
rolling out of these structures will be vital to the communications system of government, as it will impact directly on
planning and synergising activities.
Achievements
• The establishment of a Communications Working
Committee chaired by Cllr Ncitha from Amatole
District Municipality with partners from GCIS and local
communicators and councillors will steer the course for
implementation of conference resolutions
• Development of a Local Government Communicators
Handbook
• Conference report and implementation plan distributed
to all municipalities
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Corporate Services
Directorate

Marketing and Communications

Current Staff Profile of SALGA

Salga commands a high-profile standing and is a respected organisation. Accordingly, its image management is a
specialised function and the Marketing and Communications Unit serves to fulfill this function.The unit ensures that the South
African public, local government practitioners as well as all public officials in all spheres of government know and understands
SALGA’s Constitutional mandate.

The new SALGA strategy responds to the challenges facing organised local government, addresses past weaknesses and
drives forward the consolidation of the transformation process of local government.

Challenges
Provide integrated and focused Marketing and Communication services
• Increase the level of awareness about SALGA and its programmes
• Increase the perception of SALGA amongst critical stakeholders
• Increase media coverage of SALGA and its leadership
• Improve municipal communications capability.

In order to achieve SALGA’s objectives, it is important to understand SALGA as an organisation. Part of the understanding is
to have a complete staff profile of the organisation that depicts the distribution of staff in a range of areas.

Overall Staff Profile as per Race Group and Gender

Achievements
Conference report and implementation plan distributed to all municipalities
• Publication of the Voice Magazine on a monthly basis
• Increased SALGA’s profile through the media.
• Developed and distributed Annual Report 2002/3
• Corporate Brochure developed and distributed
• Mounted successful exhibition at major events including the National and Provincial exhibitions
• Issued Voice Magazine on a monthly basis.
Priorities for 2004/2005
• Implementation of the municipal government television service
• Establishment of local communication structures
• Implementation of conference resolutions
• Joint action by SALGA, GCIS and the DPLG to develop an integrated approach to communications at local level
• Increase SALGA’s positive profile through media.

Percentage Representation per Race Group and Gender
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Report of the Auditor-General
to Parliament on the Financial
Statements of the South African Local
Government Association for the Year
Ended 30 June 2004

Furthermore, an audit includes an examination, on a test
basis, of evidence supporting compliance in all material
respects with the relevant laws and regulations which came
to my attention and are applicable to financial matters.

1. AUDIT ASSIGNMENT

3. AUDIT OPINION

The financial statements as set out on pages 51 to 64 for
the year ended 30 June 2004, have been audited in terms of
section 188 of the Constitution of the Republic of South
Africa, 1996 (Act No. 108 of 1996), read with sections 3 and
5 of the Auditor-General Act, 1995 (Act No. 12 of 1995).
These financial statements, the maintenance of effective control measures and compliance with relevant laws and regulations are the responsibility of the accounting officer. My
responsibility is to express an opinion on these financial
statements, based on the audit.

In my opinion, the financial statements fairly present, in all
material respects, the financial position of the South African
Local Government Association at 30 June 2004 and the
results of its operations and cash flows for the year then
ended, in accordance with generally accepted accounting
practice and in the manner required by the Public Finance
Management Act, 1999 (Act No. 1 of 1999)(PFMA).

2. NATURE AND SCOPE
The audit was conducted in accordance with Statements
of South African Auditing Standards.Those standards
require that I plan and perform the audit to obtain
reasonable assurance that the financial statements are
free of material misstatement.
An audit includes:
· Examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements,
· Assessing the accounting principles used and significant
estimates made by management, and
· Evaluating the overall financial statement presentation.
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I believe that the audit provides a reasonable basis for
my opinion.

• No quarterly reporting to the Minister of Provincial
and Local Government as required by Treasury
Regulation 26.1.2
• No register of declarations of interest by members is
kept as required by section 50(3) of the PFMA
• Non tabling of the 2002/03 annual report in Parliament as
required by section 55(3) of the PFMA.
4.2 Internal Audit Function
The internal audit function has not compiled a three-year
strategic plan and an annual plan for its first year of operation as a result of the risk assessment not being carried out
as required by Treasury Regulation 3.2.7.
4.3 Going Concern
As reflected in the income statement, the deficit for the
year amounts to R 2,549,043.The ability to meet future
commitments will depend on the ability to obtain
adequate funding.

4. EMPHASIS OF MATTER

5. APPRECIATION

Without qualifying the audit opinion expressed above,
attention is drawn to the following matters:

The assistance rendered by the staff of the South African
Local Government Association during the audit is sincerely
appreciated.

4.1 Financial Management
For the year under review, there were certain instances of
non-compliance with the PFMA and Treasury Regulations,
particularly in the following areas:
• Risk assessment not conducted as required by Treasury
Regulation 27.2.1
• No materiality framework developed as required by
Treasury Regulation 28.1.5
• Financial year end not in line with Treasury
Regulation 28.1.3

F Joubert
for Auditor-General
21 September 2004
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Report of the Audit Committee

We are pleased to present our report for the financial year ended 30 June 2004.

Report of the Accounting Authority
ACCOUNTING AUTHORITY REPORT FINANCIAL RESULTS
The financial results of the SALGA are set out in the attached financial statements.

Audit Committee Members
Mr K Chetty (Chairperson)
Mr C Clerihew
Ms M Ramano
Ms M Moitse
(One vacancy exsists)

MEMBERS OF THE BOARD
SALGA does not have a board.
BOARD AND EXECUTIVE MEMBERS’ EMOLUMENTS

SALGA Financial
Statements 2003/4

Audit Committee Responsibility
The Audit Committee reports that it has complied with its responsibilities arising from section 51(1) (a) of the Public Finance
Management Act and Treasury Regulation 27.1.10.The Audit committee also reports that it has adopted appropriate formal
terms of reference as its audit committee charter. It has also regulated its affairs in compliance with this charter and discharged all its responsibilities as contained therein. In the evaluation of the Financial Statements, the Audit Committee has:
• Reviewed and discussed with the Auditor General and the Accounting Authority the audited annual financial statements
to be included in the annual report
• Reviewed the Auditor-General’s management letter and management response;
• Reviewed the significant adjustments resulting from the audit; and
• Reviewed the effectiveness of the Internal Controls and considers the system appropriate for the effective operation of
its business.
The Auditor Committee concurs and accepts the conclusion of the Auditor General on the Financial Statements and is of the
opinion that the audited annual financial statements be accepted and read together with the report of the Auditor-General.

No emoluments were paid to or receivable by the Executive committee Members during the period under review:
Chief Executive Officer
CEO – T Mokwena Remuneration
R 708 803
AUDIT COMMITTEE MEMBERS’ EMOLUMENTS (R’000)
No emoluments were paid to or receivable by the Audit Committee Members during the period under review:
MATERIAL EVENTS AFTER YEAR END
No matter which is material to the financial affairs of the SALGA has occurred between the balance sheet date and the date
of approval of the financial statements.
AUDITORS
The Office of the Auditor-General will continue to perform the statutory audit in accordance with the Act.
The Financial Statements set out on pages 56 to 64 for SALGA were approved by:

K Chetty
Chairperson of the Audit Committee
2 September 2004
T Mokwena
(Accounting Authority)
31 August 2004
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Improving Financial Management
and Viability
The National Executive Committee of the South African
Local Government Association is pleased to present this
report as required in terms of the Public Finance
Management Act (Act No.1 of 1999) as amended.This
report, which forms part of the audited financial statements,
addresses the performance of the South African Local
Government Association and relevant statutory information
requirements for the year ended 30 June 2004.

2003-2004 INCOME RECEIVED

2003-2004 EXPENDITURE

Public Management Finance Act
The Public Finance Management Act registers SALGA as a
schedule 3A public entity, 1999(Act No.1 of 1999) on the
1st of July 2002.The National Executive Committee appreciates the promulgation of this piece of legislation that serves
to promote accountability and transparency.
Financial Performance
The results of the financial year under review reflect positive financial position.The increase in the operating surplus
was achieved largely as a result of management’s objective
to relentlessly drive the association towards greater financial sustainability through aggressive cost cutting and scaling
down of operational costs in line with income.
Revenue
For the financial year 2003/2004, the South Africa Local
Government Association received 28% of the total income
from equitable share. 19% the total income was derived
from donor funded projects, Masibambane for Water and
Sanitation Projects, NORAD for Gender, HIV and AIDS
projects, Municipal Finance Projects and HRD Projects and
the Local Government and Water SETA (LGWSETA) for
Councillor Development Programs. More than half (51%)
of the total income received was from Municipal Levies.
The pie charts on the right graphically depicts SALGA’s Key
income sources of income for 2003/04.

55

South African Local Government Association

Annual Financial Statements
Operating Expenses
SALGA is an association that renders service to its members and the nature of products and services supplied are
largely dependent on human intellectual capacity of the
organization.The ongoing costs include inter alia travelling
of SALGA Councillors and staff to attend meetings, telephone and cell phone to enhance communication and printing and stationery for production of information and holding
of workshops and conferences.The conferences that were
held during the year under review were the Consultative
Assembly. Included in the provincial costs are salaries, travel
costs, transfers to provincials.
During the year a number of key priorities were undertaken, the following is a list of some of the key priorities that
were undertaken during the year.
• The establishment of UCLGA
• Restructuring of the Pension Fund
• A tax consultancy service for Councillors
• The establishment of a Budget Office and convening
Budget week meetings in all Provinces
• The employment of consultants to undertake due
diligence audits at the Provincial Offices
• The engagement of consultants to devise a business plan
for the Municipal Services Interventions Unit
• The launch of KSP, District Learning Networks and
Peer Reviews
• The development of an Occupational Health and
Safety Policy

Internal Control Systems
To meet its responsibility with respect to providing reliable
financial information, SALGA maintains financial and operational systems of internal control.These controls are
designed to provide reasonable assurance that transactions
are concluded in accordance with management’s authority,
that the assets are adequately safeguarded against material
loss of unauthorised acquisition, use, or disposal and that
transaction are properly authorised and recorded.
The Office of the Auditor General reports findings and recommendations to management of SALGA. Corrective
actions are taken to address control and deficiencies and
improve the systems as identified.The Audit Committee
provides oversight to the financial reporting process and
Internal Controls.
The Accounting Authority has developed and continues to
maintain internal control systems and ensuring that the
financial and human resource policies are in place, practiced
and adhered to.

30 June 2004
Administrative Office:
6th Floor
HSRC Building
134 Pretorius Street
Pretoria
Bankers:
ABSA Bank
230 Van der Walt Street
Pretoria
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BALANCE SHEET
at 30 June 2004
ASSETS
NON CURRENT ASSETS
Property, Plant and Equipment
CURRENT ASSETS
Trade and Other Receivables
Cash and Cash Equivalents

NOTE

TOTAL FUNDS AND LIABILITIES
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2004
R

2003
R

INCOME STATEMENT
for the year ended
30 June 2004

NOTE

GROSS INCOME
2
3

TOTAL ASSETS

FUNDS AND LIABILITIES
FUNDS AND RESERVES
Establishment Levies
Accumulated Deficit
CURRENT LIABILITIES
Trade and Other Payables
Provisions
Deferred Donor Income
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4

5
6
7

1,496,440
13,441,015
6,958,526
6,482,489

961,770
11,582,264
3,050,509
8,531,755

14,937,455

12,544,034

(1,365,881)
1,065,500
(2,431,381)
16,303,336
11,126,259
1,073,540
4,103,536

1,183,162
1,065,500
117,662
11,360,872
3,499,953
512,545
7,348,374

14,937,455

12,544,034

GRANT ( DONOR FUND)
OTHER INCOME

2004
R

2003
R

58,487,332

42,119,024

8,915,675

4,077,662

4,973,588

1,211,647

72,376,596

47,408,333

OPERATING EXPENSES

75,684,527

42,835,039

OPERATING DEFICIT

(3,307,931)

4,573,294

758,888

338,206

(2,549,043)

4,911,500

INCOME FROM INVESTMENTS

(DEFICIT)/SURPLUS FOR THE YEAR

8

STATEMENT OF
CHANGES IN FUNDS
for the year ended 30 June 2004

SOUTH AFRICAN LOCAL GOVERNMENT ASSOCIATION

NOTE

Balance at 01 July 2002
Net Surplus for the year
Balance at 01 July 2003
Net Deficit for the year
Balance at 30 June 2004

4

Establishment
Levy

Accumulated
Surplus (Deficit)

Total

R
1,065,500
-

R
(4,793,838)
4,911,500

R
(3,728,338)
4,911,500

1,065,500
1,065,500

117,662
(2,549,043)
(2,431,381)

1,183,162
(2,549,043)
(1,365,881)

CASH FLOW STATEMENT
for the year ended
NOTE
30 June 2004
CASH FLOWS FROM OPERATING ACTIVITIES:
Cash Receipts from members and government
Cash Payments to suppliers and employees
Cash generated(utilised) by operations
Interest received
Interest paid

12

CASH FLOWS FROM INVESTING ACTIVITIES:
Acquisition of property, plant and equipment
CASH FLOWS FROM FINANCING ACTIVITIES:
Repayments on borrowings
Net Increase(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of year
Cash and cash equivalents at the end of year
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2004
R
(1,248,549)

2003
R
1,791,211

68,468,578
(70,476,016)

46,234,751
(44,781,743)

(2,007,438)
759,348
(460)

1,453,005
338,693
(487)

(800,717)

(751,143)

(2,049,266)
8,531,755

(5,052)
1,035,016
7,496,739

6,482,489

8,531,755
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SOUTH AFRICAN LOCAL GOVERNMENT ASSOCIATION
(NOTES TO THE FINANCIAL STATEMENTS for the year ended 30 June 2004)

Nature of Entity and Notes to Financial Statements

1.ACCOUNTING POLICIES
2. PROPERTY, PLANT AND EQUIPMENT

The financial statements have been prepared on the historical cost basis and incorporate the
following principal accounting policies which are consistent with those of the previous year.
These financial statements are prepared in accordance with the generally accepted accounting
practice.
1.1 REVENUE
SALGA derives its income from Equitable Share and Municipal Levies. Revenue from Municipal
Levies are raised and recognised accordance with the agreed upon formulae.The revenue from
Metropolitan Councils are recognised when the levies are paid by the Metropolitan Councils.
Interest income is accrued on a time proportion basis, taking into account the principal outstanding and the effective interest rate over the period of maturity. Income received in advance
of the period to which it relates is reflected as deferred income.
1.2 PROPERTY, PLANT AND EQUIPMENT
Property Plant and Equipment are stated in the balance sheet at revalued amounts, being
their fair value on the basis of their existence, use at the date of revaluation less a subsequent
accumulated depreciation. Revaluations are performed with sufficient regularity (once in three
years) to ensure that the carrying amount does not differ materially from that which would be
determined by using fair values of the balance sheet date.The last revaluation was undertaken
on 30 June 2002 and in accordance with the revaluation policy the next revaluation would be
undertaken in June 2005. Surpluses and deficits arising from revaluation are taken direct to
revaluation reserve and realised on sale to the income statement. Depreciation is charged to
income on a reducing balance basis so as to write off the value of the assets over the remaining
expected useful lives.The annual rates used for this purpose are as follows:
Motor Vehicles
Computer Equipment
Office Equipment
Furniture & Fittings

20% p.a.
33.33% p.a.
25% p.a.
10% p.a.

1.3 OPERATING LEASES
Lease payments under an operating lease are recognised as expenses in the Income Statement
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as incurred over the lease term.
1.4 PROVISIONS
Provisions are recognised when the association has a present legal or constructive obligation as
a result of past events and it is probable that this this will result in an outflow of economic benefits that can be estimated reliably. Employee entitlements to annual leave are recognised when
they accrue to employees. A provision is made for the estimated liability for annual leave as a
result of services rendered by employees up to the balance sheet date.
1.5 FINANCIAL INSTRUMENTS
Recognition
Financial assets and financial liabilities are recognised on the associations balance sheet when
the association becomes a party to the contractual provisions of the instrument.
Measurement
Financial instruments are initially measured at cost. Subsequent to initial recognition these
instruments are measured as set out opposite.
Trade and other receivables
Trade and other receivables are measured at fair value.
Cash and cash equivalents
Cash and cash equivalents are measured at fair value
Financial Liabilities
The association’s principal financial liabilities are interest bearing borrowings, accounts payable
and bank overdraft
1.6 EMPLOYEE BENEFITS
Retirement Benefits
The organisation remunerates its employees on a total cost to company basis.This package
includes the organisation's portion of contributions in respect of retirement benefits and
encourages the staff to invest in Retirement Annuities.

2004
Carrying Amount beginning of period
Revalued amount
Accumulated Depreciation
Additions
Depreciation
Carrying Amount end of period
Revalued amount
Accumulated Depreciation
TOTAL NET BOOK VALUE

Computers
273,453
2,507,150
2,233,697
655,873
174,344
754,982
3,163,023
2,408,041

TOTAL NET BOOK VALUE

569,904
995,497
425,593
114,492
60,109
624,287
1,109,989
485,702

Office Equipment
98,760
1,006,281
907,521
30,352
27,664
101,448
1,036,633
935,185

Motor Vehicles
19,653
50,361
30,708
3,931
15,722
50,361
34,639

Total
961,770
4,559,289
3,597,519
800,717
266,047
1,496,440
5,360,006
3,863,566

1,496,440
Computers

2003
Carrying Amount beginning of period
Revalued amount
Impairment
Accumulated Depreciation
Additions
Depreciation
Carrying Amount end of period
Revalued amount
Accumulated Depreciation

Furniture & Fittings

119,490
2,189,475
407,012
1,662,974
317,675
163,711
273,453
2,507,150
2,233,697

Furniture & Fittings
303,706
679,305
181,622
193,977
316,192
49,994
569,904
995,497
425,593

Office Equipment
20,034
889,005
310,525
558,446
117,276
38,550
98,760
1,006,281
907,521

Motor Vehicles
24,566
50,361
25,795
4,913
19,653
50,361
30,708

Total
467,796
3,808,146
899,159
2,441,192
751,143
257,168
961,770
4,559,289
3,597,519

961,770

1.7 DONOR FUNDED GRANTS
Income is recognised to the extent that it has been expended for the specific purpose.
The unexpended portion is rolled over into the following financial year as deferred income.
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3.TRADE AND OTHER RECEIVABLES

4.ESTABLISHMENT LEVIES
2004
R

2003
R

OTHER RECEIVABLES
Other Debtors
Deposit for rental of premises
Debtors - DBSA
Debtors - Pension Fund
Debtors - VNG
Debtors - VNG-IDP
Debtors - Solidarity
SALGBC
Boucher's SEED
DWAF
MASIBAMBANE
Eskom- Distribution
SARS VAT
Eskom- Public Affairs
Prepaid Expenses
less: PROVISION FOR BAD DEBTS

7,614,041

4,640,110
37,143
105,787
191,376
3,420,000
456,579
80,993
131,905
44,234
59,259
78,378
34,458
(5,295,625)
6,958,526

1,585,451
1,585,451
1,465,058
31,442
105,787
456,579
80,993
131,905
312,265
(0)
78,378
85,141
20,000
122,567
40,000
-

3,050,509

The provision for doubtful debts has been determined by reference to past default
experience and the current economic environment.The delegated officials consider
that the carrying amount of trade and other receivables approximates to their fair
value.
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6. PROVISIONS
2004
R

Leave &
Bonus

2003
R

R

Included in accounts receivable are
amounts due in respect of:

TRADE RECEIVABLES
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SOUTH AFRICAN LOCAL GOVERNMENT ASSOCIATION
(NOTES TO THE FINANCIAL STATEMENTS for the year ended 30 June 2004)

SALGA Gauteng
Kwazulu Natal Local Government Association
SALGA Free State
SALGA Mpumalanga
SALGA North West
SALGA Northern Cape
SALGA Limpopo
SALGA Eastern Cape

174,000
168,000
114,000
114,000
120,500
93,000
132,000
150,000
1,065,500

174,000
168,000
114,000
114,000
120,500
93,000
132,000
150,000
1,065,500

Opening Balance
Additional Provisions made during the year
Closing Balance

Taxation

Total

R

R

500,045
560,995

12,500
-

512,545
560,995

1,061,040

12,500

1,073,540

The leave pay and bonus provision relate to the associations estimated liabilities arising as a result of
service rendered by employees

7. DONOR FUNDING
Norad

Masibambane

Dutch Embassy

Total

5. TRADE AND OTHER PAYABLES

5.1 Amounts due to Provincial Associations
Kwazulu Natal Local Government Association
Western Cape Local Government Orginasation
5.2 Other Payables
Dutch Embassy Donor Fund
SARS
Trade Creditors
Training Fund
Creditors Accruals
Payments Received in Advance

645,000
255,000
390,000

645,000
255,000
390,000

10,481,259
95,006
1,503,339
3,833,170
942,131
3,488,001
619,612

2,854,953
-

11,126,259

3,499,953

942,131
1,900,822
12,000

The Accounting authority considers that the carrying amount of trade and other payables
approximates to their fair value.

Amount Rolled Over
Funds Received 2003/04
Interest Received
Amount Spent
Amount Transferred to
Creditors
Deferred Income

R
5,030,218
2,765,843
200,712
4,624,930

R
2,223,150
3,000,000
165,477
4,656,934

3,371,843

731,693

R
95,006
95,006

R
7,348,374
5,765,843
366,189
9,281,864
95,006

-

4,103,536

759,348
(460)

338,693
(487)

758,888

338,206

8. FINANCE INCOME

Interest received
Interest paid
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2004
R

2003
R

Surplus from operations have been arrived at after
taking the following into account:

329,325
266,047
174,344
60,109
27,664
3,931
1,543,759
452,218
1,091,541

13. CASH AND CASH EQUIVALENTS

11. TAXATION

10. COMMITMENTS ON OPERATING LEASES

9. SURPLUS FROM OPERATIONS

Operating expenses;
Auditors' remuneration - audit fees
Bad debts
Depreciation
Computers
Furniture and Fittings
Office Equipment
Motor Vehicles
Rental under operating lease agreements
Office equipment
Premises

Name of Entity and Notes to the Financial Statements

375,587
110,521
257,168
163,711
49,994
38,550
4,913
1,381,747
402,574
979,173

SALGA has entered into operating lease agreements for premises, fax machines,
scanners and photocopying machines.The lease on the rental of premises was extended
for 1 year and expires on 31 May 2005.The leases on the other equipment are on fixed
amounts and have expiry dates as reflected below.
expires March 2009
Multi-purpose Scanners, Printers & Fax machines
expires on 30 September 2004
Decentralised Photocopiers
expires on 31 July 2005
High Volume Photocopier (1)
expires on January 2009
High Volume Photocopier (2)

1,482,120
51,820
16,194
304,673
1,854,807

Minimum amount payable in years 2 to 5
2005/6

High Volume Photocopiers

51,820

334,440

2,000
6,480,489

2,000
8,529,755

6,482,489

8,531,755

Balance Sheet amounts:
12. RECONCILIATION OF SURPLUS TO CASH
GENERATED(UTILISED) BY OPERATIONS

2004
R

2003
R

Cash on Hand
Balances with the Banks

Total Commitments on leases year 1

Multi-purpose Scanners,
Printers & Fax machines

2003
R

Cash and cash equivalents consist of cash on
hand and balances with banks.

Taxation has not been provided for as the Association
is exempt from Income tax in terms of Section 10 (1) (f)
of the Income Tax Act.

Commitments on operating lease:
Minimum amount payable within
one year 2004-05
Premises
Multi-purpose Scanners, Printers & Fax machines
Decentralised Photocopiers
High Volume Photocopiers

2004
R

2006/7
51,820

356,158

2007/8
51,820

509,037

2008/9

Net surplus(deficit) before interest
Adjusted for :
Depreciation
Increase/(decrease) in Deferred Income
Increase/(decrease) in Provisions
Operating Cash Flow Before working capital changes

(3,307,931)

4,573,294

266,047
(3,244,838)
560,995
(5,725,727)

257,168
128,808
194,520
5,153,790

Working Capital Changes
Increase/(Decrease) in trade and other payables
Increase/(Decrease) in trade and other receivables

3,718,289
7,626,306
(3,908,017)

(3,700,785)
(2,527,203)
(1,173,582)

Bank balances and cash comprise cash held with registered banking institutions and are subject
to significant interest rate risk.The carrying amount of these assets appreciate to their fair
value.
14. CONTINGENT LIABILITY

51,820

548,215

A potential obligation in respect of VAT and PAYE for the previous financial years payable by
SALGA Free State exist.This debt is currently under investigation and negotiations with SARS.
15. CCMA

Total Commitments on
leases years 2 - 5

Cash generated (utilised) by operations
386,260

407,978

560,857

600,035

(2,007,438)

1,453,005
There is a pending case with ccma and currently under review. An amount of R120 000 have
been provided.
16. WASTEFUL AND FRUITLESS EXPENDITURE

The late submission of VAT returns has resulted in interest and penalties amounting to
R 262 025.This matter is currently under investigation.
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Contact List
Eastern Cape
Tel: 043 722 2300
Fax: 043 722 0190

Free State
Tel: 051 447 3422/6
Fax: 051 430 8250

Gauteng
Tel: 011 339 1605
Fax: 011 403 3637

KZN
Tel: 031 332 5503
Fax: 031 332 5807/3535

Provincial Local
Government Associations

Mpumalanga
Tel: 013 752 2366
Fax: 013 752 5595

North West
Tel: 018 462 5290
Fax: 018 462 4662

Limpopo
Tel: 015 297 4147
Fax: 015 297 5880

Northern Cape
Tel: 053 833 2504/5
Fax: 053 833 3828

Western Cape
Tel: 021 403 8270
Fax: 021 403 8277
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