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MEDIA STATEMENT: 

 

SALGA WELCOMES THE RECENT NATIONAL TREASURY REPORT ON THE STATE OF 

MUNICIPAL FINANCE MANAGEMENT 

 

06 September 2012 

  

The SA Local Government Association (SALGA) welcomes the latest National Treasury report on the 

state of municipal finances, which confirms SALGA’s belief that there are meaningful improvements in 

the management of local government revenue and expenditure. 

  

Treasury’s report, issued last week, provides a real-time snapshot of the state of local government 

finances, and supports SALGA’s view that financial management at Local Government is not as dire as 

may have been perceived with the recent auditor-general’s report on the same issue. 

  

Among other things, the Treasury report shows significant improvements in overall financial 

management during the period 1 July 2011 to 30 June 2012. Most municipalities are now producing 

quarterly financial reports, according to Treasury, which facilitates transparency, better financial 

management and oversight of budgets. This also ensures that early warning mechanisms are in place 

for municipalities to monitor and improve municipal performance. 

  

Treasury has also noted an improvement in revenue and billing, saying: “Municipalities are starting to 

adopt a more prudent approach to managing expenditure.” 

  

“Aggregate revenue and billing is exceeding aggregate expenditure,” and “municipalities are beginning 

to demonstrate an understanding of the importance of budgeting for operating surpluses to mitigate 

cash and liquidity challenges. 

  

On average, according to the report, metros increased their revenue by 8.8 percent compared with the 

previous year, although Treasury pointed out that most of this was due to higher rates and tariffs, rather 

than efficiency improvements in revenue management. 

  

The report indicates that the average municipal collection rate for the 2011/12 financial year was 90.7 

percent, and attributed the underperformance of actual collections against billed revenue to 

the affordability of municipal services, rather than due to shortcomings on the side of municipalities. 

  

“The ongoing economic slowdown and substantial increases in electricity tariffs are starting to impact on 

affordability and subsequently the ability of consumers to pay for services,” the report noted. 

 



 

 

  

Metros achieved an average of 94.2%, or R160.5 billion, of billed and other revenue. Tshwane collected 99.9% followed 

by Johannesburg at 97.1%. 

  

SALGA believes the National Treasury report correctly reflects the good progress that is being made by many 

municipalities in improving the state of their finances, which should be encouraged. 

  

When the Auditor-General’s report on municipal finances was released in July, SALGA stressed the need for a greater 

examination of the facts, and less exaggeration. We continue to hold this view, and believe our perception and 

our approach have been confirmed by Treasury. 

  

We acknowledge that there are still problems, and some municipalities have a long way to go before they can reassure 

citizens that public money is being properly spent and well-managed. 

  

SALGA maintains the view that the management of local government finances is by no means bleak, and there are 

significant improvements contained in both the Treasury report and the Auditor-General’s report which have gone 

unreported or unnoticed. 

  

Among other things, the AG’s report in fact showed that almost half of our municipalities -- 128 in total -- received 

unqualified audits, where their financial statements contain no material misstatements and there was full compliance 

with the law. 13 of these municipalities received unqualified audits with no matters of emphasis, a desired state for all 

municipalities. 

  

Less than 20% of municipalities received qualified audits - that is, there were material misstatements or insufficient 

evidence for the AG to conclude that specific amounts are not overstated or understated. SALGA maintains that this 

does not automatically reflect financial mismanagement - rather, it suggests shortcomings in applying financial 

procedures. 

  

Only 2% of municipalities (7 municipalities in total) received adverse audit reports, and the AG’s report acknowledged 

that unauthorised expenditure has decreased from R6.3 billion to R4.3 billion thanks to new system and controls and 

better financial management. 

  

SALGA continues to support Finance Minister Pravin Gordhan’s call for municipal officials to be held accountable for 

financial mismanagement, and for action to be taken against those who violate financial regulations. 

  

We also pledge to continue, as SALGA, to play a role in ensuring ongoing improvements in financial management at 

local government level. In particular, our focus of support will be on the most vulnerable municipalities that obtained poor 

audit outcomes in the last audit, i.e. adverse; disclaimer and non-submission of financial statements; 81 municipalities in 

total. 
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