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The Minister of Finance invoked section 216(2) of the Constitution against a number of 
municipalities between December 2012 and January 2013 for contravening section 126 of 
the Municipal Finance Management Act. The affected municipalities are in the Free State, 
Northern Cape, Western Cape and Limpopo. As the representative voice of local 
government, the South African Local Government Association (SALGA) believes in the 
practice of exercising prudence in the management of public finances and has duly identified 
it as crucial in improving the audit outcomes for the local government sector. 

SALGA supports measures that are within the legal framework and that are implemented 
with the objective of improving financial management practices and good governance. This 
is in light of the fact that both the administrative and political leadership of municipalities are 
accountable for the funds entrusted to them and as such we acknowledge that National 
Treasury’s action to be in accordance with the provisions on the Constitution of the Republic. 

SALGA has in the past acknowledged and identified challenges within the sector relating to 
the management of finances. In line with our role to support and advice municipalities 
SALGA duly engaged stakeholders in government and in the private sector to play an active 
role in redressing the identified challenges within municipalities. SALGA also provided a 
platform to municipalities to voice the challenges that they face on a day to day basis that 
contribute to non-compliance. 

With reference to the 5 municipalities in the Northern Cape that have had section 216 (2) 
invoked by National Treasury our engagement with these municipalities together with 
Provincial Treasury and the Department of Cooperative Governance, Human Settlements 
and Traditional Affairs (COGHSTA) resulted in tangible action plans being developed to 
assist them in precluding future non-compliance within the provisions of the MFMA wherein 
SALGA will monitor the implementation of the action plans. The same has been done with 
the municipalities in Western Cape (2), Free State (1) and Limpopo (1). 

In terms of our long term objective SALGA will continue to support and encourage local 
government to improve audit outcomes towards 2014 and beyond. This is in addition to the 
engagement that SALGA held in collaboration with Price Waterhouse Coopers attended by 
mayors and municipal managers of 75 of the 100 municipalities that were identified in 
October 2012. At this engagement the political leadership of these municipalities agreed and 
committed to a road map through which they would play an active role in improving the 
status of their audit outcomes by 2014.  
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SALGA is concerned about the dire impact that the cessation of funds by National Treasury 
will have on municipal finances and service delivery. Our aim is to continuously engage on 
behalf of municipalities with National Treasury that a remedial programme be implemented 
and agreed to in the short to medium term. SALGA is more inclined towards such a measure 
in ensuring corrective action on the part of the municipalities to safeguard that service 
delivery is not negatively affected through the cessation of funds.     

SALGA calls on the leadership within municipalities to put in added efforts to improve 
financial management practices noting that there is a serious need for early warning systems 
to be developed and put in place so that weaknesses in financial management systems and 
controls are detected and dealt with in advance to assist municipalities to implement 
corrective action decisively.  
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