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Opening of Conference
(Mr Sidwell Mofokeng – Vice President of IMFO)

In his opening address, Mr Sidwell Mofokeng 
acknowledged and thanked the Honourable Mayor 
of the host city, Ekurhuleni, noting its colloquial 
name, City of Peace and Quiet.  He then went on to 
welcome the other executive mayors present as well 
as all the councillors, municipal managers, chief 
financial officers (CFOs), chief executive officers 
(CEOs), risk practitioners and other senior municipal 
finance practitioners. Finally, he acknowledged the 
past presidents and board members of the Institute 
of Municipal Finance Officers (IMFO), international 
guests and all the delegates present, closing off by 
welcoming and greeting everyone in the name of the 
Almighty.  

This 86th national conference of the Institute of 
Municipal Finance Officers took place exactly six 
months prior to the fourth democratic elections, to 
be held in May 2016 – 20 years down the line from 
the initial Interim Measures Act, followed later by 
the Systems Act and then the Municipal Financial 
Management Act. The latter has significantly 
transformed the accounting and financial 
management landscape, ushering in a new era 
that brings new opportunities but also a myriad of 
challenges. The constitution will ensure, however, that 
the country maintains local democracy in an ever-
changing municipal environment through municipal 
elections.  

Mr Mofokeng explained in multiple South African 
languages that the objective of the conference was 
to talk, over the three allotted days, about how to 
manage the business of ‘governance’ rather than 
‘government’, together with the political principals 
present. Ultimately, the aim was to take municipal 
government entities beyond the realm of clean audits 
and good governance.

This coming together of interested parties gave 
cause for reflection on a journey that started almost 
20 years ago to bring quality service delivery to the 
citizens served by the various municipalities – a long 
walk with lots of talk, but one that has not yet fully 
achieved that which was envisaged at the start.

The theme of this conference, ‘Back to basics: Walking 
the talk through effective governance’, underpinned 
the commitment of the sector specialists present to 
move beyond the talk and begin to demonstrate their 
ability to make local government ‘tick’ rather than, as 
detractors were saying, ‘making it sick’. What was of 
the utmost importance was to get the fundamentals 
right. There was a need to move from good 
governance, which is about compliance, to effective 
governance, which addresses total service delivery.  

Mr Mofokeng concluded his opening address by 
highlighting the importance of walking the talk, 
wishing everyone a successful three days, and 
declaring the 86th IMFO conference to be officially 
open. 

Day 1
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Address by the Mayor 
(Mayor Mondli Gungubele – Mayor of Ekurhuleni)

After thanking the master of ceremonies, Mayor 
Mondli Gungubele greeted and welcomed the 
executive mayors, councillors, acting CEO of the IMFO 
Ms Ira Kotze, president of the IMFO Jane Masite, the 
various MMCs of finance, municipal managers, CFOs, 
financial practitioners, invited guests, delegates and 
members of the media.

To start, Mayor Gungubele invited all to celebrate and 
stand behind the Springboks during the imminent 
Rugby World Cup. 

He went on to thank the IMFO for choosing 
Ekurhuleni as the host city for the event, after which 
he welcomed all to ‘the place of peace’ – the City 
of Ekurhuleni. It was the fifth time since 2000 that 
Ekurhuleni was hosting the conference, and it was 
looking forward to hosting it again in the future.

The Mayor then went on to highlight the importance 
of good corporate governance, pointing out how this 
was one of the most central issues for any country. 
Good corporate governance gives assurance to those 
who have invested, and those who may potentially 
do so, that they will get the dependability, certainty 
and commitment they need to conduct a successful 
business. In his own words, ‘Human beings, by their 
own normal physiology, do not unleash their energy in 
an environment of uncertainty.’ 

He thanked the President and Vice Presidents of the 
IMFO, saying how very proud he was of the work that 
they had diligently done in the past, and continued 
to do. Next, he congratulated Jane Masite as the 
third female, and the first black female, to lead the 
institution in the course of its history, praising her for 
her leadership and wishing her well for the remainder 
of her term.

Mayor Gungubele then turned his attention to the 
issue of corruption, the ‘cancer’ that was steadily 
eating into the fabric of our communities.  If left 
unattended and we as society turn a blind eye, we risk 
living in a society where corruption becomes the norm 
– until eventually our country is threatened by a total 
lack of dependability and certainty. 

The Mayor applauded all South Africans who have 
declared war on fraud and corruption, saying it is our 
responsibility to stop corruption and that it is not too 
late to deal with it. He congratulated those who took a 
stand and marched against corruption, calling for the 
government to bring this to an end. However, he also 
pointed out that government could not do so alone, as 
corruption stretched into the private sector as well. 

The key thing about corruption is that only a few 
benefit, and not the majority; jokingly, the Mayor said 
he could not recall a meeting at which the spoils of 
corruption were shared publicly and openly so that 
everyone could benefit. He emphasised how important 
it was that all those present should internalise the 
concerns of the citizens and deliberate robustly on 
ways to address these concerns. The goal should be 
to achieve a clean and transparent government and 
society that are driven by the needs of the people. 

The topic of corruption reminded him, he said, of a 
speech by former President Thabo Mbeki on the decay 
of morality as a result of prevalent corruption in which 
he said, ‘If I am correct, then we must strive to find the 
answer to the question, what must we all do to rebuild 
a system of morality in our country? A generally 
accepted value system that is inimical to actions that 
are ethically wrong, fundamentally to create a climate 
in our country that is hostile to crime, including 
crimes of corruption within both the public and the 
private sectors.’



4

Commenting next on the importance of a clean audit, 
the Mayor pointed out that while there had been 
some major improvements in this regard over the 
years, more work still needed to be done. This task 
was not impossible, though, as the City of Ekurhuleni 
was able to attain a clean audit through hard work 
and determination. For this, the Mayor congratulated 
the office of the Auditor General, the leadership 
of Gauteng Province, and all the units within the 
municipality of Ekurhuleni and its councillors. Many 
changes and significant reforms had taken place over 
the past few years, but the budget reforms driven 
by National Treasury had brought stability to local 
government budgeting and reporting. 

Mayor Gungubele then touched on what strategy local 
government should follow going forward in terms 
of the basket of basic services and maintenance, and 
how this strategy should set a clear benchmark for 
municipal performance. For one thing, all municipal 
structures should meet regularly and perform their 
responsibilities with transparency and accountability, 
without any interference. For another, competency 
standards should be enforced for all senior managers, 
and only those with the requisite skills, expertise 
and qualifications should be appointed, subject to 
performance agreements and effective performance 
management systems. 

The introduction of the Standard Chart of Accounts 
(SCOA) has brought a new phase in reforming 
municipal governance. A number of municipalities are 
piloting SCOA, and it should take full effect in 2017. 

In conclusion, the Mayor stated that we were 
challenged with ensuring that inequality, poverty and 
unemployment are eliminated. He congratulated all 
present for being soldiers who put their lives on the 
line to ensure that the assets which are at the centre of 
our future are protected at all times. 

Finally, he wished all present a successful conference. 
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IMFO Presidential Address 
(Jane Masite IMFO president)

Ms Masite welcomed all delegates to the IMFO annual 
conference, saying that it was her wish that all would 
respond to a higher cause and strive for more effective 
local government.

In order to achieve this, she said, the topics for the 
conference were chosen to encourage delegates to 
fully connect in a meaningful way over the three days. 
This would help local government, as a whole, to 
move forward in the right direction.

Ms Masite outlined the focus areas of the conference 
as being SCOA, SCM and discussions on effective 
governance.

She emphasized once again that local government 
had to learn to ‘walk the talk’ in order to be more 
sustainable and compliant, and in this spirit welcomed 
everyone to the 86th IMFO conference, which the 
Ekurhuleni Metropolitan Municipality was kind 
enough to host.

Ms Masite left the audience with the following words 
by Robin Sharma: ‘Make your life matter. Be of use. 
Serve as many people as possible. This is how each of 
us can shift from the ordinary into the extraordinary 
and walk amongst the best who ever lived.’
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Keynote Address - Office of the Presidency 
(Nhlakanipho Nkotwana)

B2B Sound Governance in Local Government

The Speaker expressed appreciation to the leadership 
of the IMFO for the opportunity to share his message. 
He informed the gathering that the presentation 
would be long and would focus on the fourth pillar 
of sound governance and finance, with particular 
reference to Gauteng, where it was expected to help 
the province reach its objectives for 2030.

The Speaker referred to section 152 of the 
Constitution of the Republic of South Africa, which 
sets out the objectives of local government as being 
the following:

a. to provide democratic and accountable government 
for local communities;

b. to ensure the provision of services to communities 
in a sustainable manner;

c. to promote social and economic development;

d. to promote a safe and healthy environment; and

e. to encourage the involvement of communities 
and community organisations in matters of local 
government.

He pointed out that the challenges of poverty, 
unemployment and inequality, as identified in the 
National Development Plan (NDP), were still relevant 
today.

The Speaker mentioned that the following findings of 
the National Planning Commission’s diagnostic report 
required public service attention:

• Few people work.

• Corruption levels are high. 

• South Africa remains a divided society. 

• Infrastructure is poorly located, inadequate and 
under-maintained.

• The quality of school education for black people is 

poor.

• The public health system cannot meet demand or 
sustain quality.

• Spatial divides hobble inclusive development. 
(Gauteng has started to tackle this issue through its 
partial development framework.)

Some of the problems identified by the NDP include 
the following:

• There is a shortage of skilled personnel.

• The public sector wage bill has grown.

• The administrative capacity of government at all 
levels is stretched.

• The public service is not performing at its optimal 
level. 

• The triple challenges of poverty, unemployment and 
inequality are very real (OECD economic survey, 
2013).

• The State is weakening and a tender state is 
emerging (which has created a reliance on 
consultants).

• Applying the same standards across the public 
service spectrum requires innovative approaches 
and fundamental social changes.

• Corruption in all spheres of government has 
worsened. (The OECD economic survey, 2013 rates 
RSA at the 40 percentile.)

• The are increased expectations from citizens of 
improved service delivery. (This requires innovation 
on the part of local government.)

• Violent service delivery protest actions are 
becoming more frequent. (Gauteng was at 24% 
compared to the rest of the country.)

• The bureaucratic nature of the State is stifling 
growth.

The Speaker had the following to say about 
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Gauteng’s socioeconomic profile:

• Gauteng Province is the smallest of the nine 
provinces in terms of land size. 

• It measures approximately 1.4% of South Africa’s 
land area (only 18 178 km2 of the total land mass of 
1 221 037 km2). 

• Currently, it is the only province with more than 
one metropolitan municipality in South Africa, i.e. 
the Johannesburg, Tshwane and Ekurhuleni metros.

• It hosts four major financial institutions.

• High population numbers (12.72 million) and 
migration are key attributes of the province.

• The basic service delivery performance in the 
province (GHS, 2013) is as follows: Pillar 2 piped 
water (95.9%), electricity (83.6%), access to 
flush toilets (90.2%), and refuse removal by local 
authorities (90.1%).

As articulated in the NDP, we need to:

• Stabilise the political-administrative nexus;

• Turn the public service and local government into 
careers of choice.  For example, recruitment should 
be based on experience and expertise; and

• Develop the necessary technical and professional 
skills for the State to fulfil its core functions at all 
levels.

Gauteng’s ten-pillar programme – TMR

AAccording to the back-to-basics diagnostic exercise, 
Gauteng has ten municipalities that are ‘doing well’. 
Two municipalities, Westonaria and Randfontein, 
are struggling as their economies are reliant on 
the mining industry. The Presidency had started a 
programme to support these two municipalities and, 
indeed, the whole region.

Through the provincial government’s programme 
of radical transformation, modernisation and re-
industrialisation (TMR), the viability, performance 
and sustainability of the different regions, 
municipalities and development corridors are seen as 
cornerstones of a successful and globally competitive 
Gauteng city region.

Gauteng’s corridors of development

Central corridor: City of Johannesburg

• The emphasis is on the advancement of the 
metro’s position as the hub of finance, services, 
information communications technology (ICT) and 
pharmaceutical industries. 

• Other programmes include the revitalisation of the 
Johannesburg CBD and the establishment of the 
new BRICS Development Bank within the City of 
Johannesburg’s area of jurisdiction.

Eastern corridor: City of Ekurhuleni

• The focus here is on entrenching the City of 
Ekurhuleni’s position as the manufacturing hub, 
with multiple logistics and transport industries.  

• Ekurhuleni’s aerotropolis megaproject will include 
29 initiatives to revitalise manufacturing, aviation, 
transport and logistics industries linked to OR 
Tambo, with the aerotropolis’ footprint extending to 
Lanseria and Wonderboom airports.

Northern corridor: City of Tshwane

• The northern corridor forms the administrative 
capital and hub of the automotive sector.  

• The city is the main anchor for research, innovation 
and the knowledge-based economy in Gauteng.

Western corridor: West Rand District

• Here, the focus is on the creation of new industries, 
new economic nodes and new cities.

• The transformation, modernisation and 
diversification of the West Rand’s economy, 
including the revitalisation of the mining towns, 
will be the primary objective within this corridor. 

• The focus will be placed on green and blue economy 
initiatives, tourism, agro-processing and logistics. 
Lanseria airport and the Maropeng Heritage Site 
will serve as the main anchors.

Southern corridor: Sedibeng District

• In the southern corridor, the focus is on the creation 
of new industries, economic nodes and cities, and a 
hydropolis. 

• There will be an economic shift away 
from overreliance on the steel industry 
and diversification to include tourism and 
entertainment, agro-processing and logistics
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In Gauteng, a clean audit outcome is a prerequisite 
and non-negotiable. Therefore, those who achieve it 
cannot be over-appreciated.

Requirements for sound governance in terms 
of back-to-basics

Sound financial management and accounting

Local government is not a place for bosses – it is a 
place for leaders. Below are prerequisites for achieving 
sound governance.

Reporting and monitoring 

• Ensure sufficient in-year reporting and monitoring, 
and that financial statements are of good quality.

• Assess the quality of reporting on predetermined 
objectives.

Building a capable government

• Ensure that critical and scarce skill positions 
are filled and/or persons with appropriate 
competencies are appointed in key positions.

• Build the institutional capacity required to maintain 
adequate internal controls, systems and processes.

Consequence management

• Introduce consequence management for poor 
performance and transgressions.

Stringent systems and processes to combat fraud 
and corruption

• Municipalities must undertake their business 
according to universally acceptable rules and 
standards and should not be allowed to define their 
own rules.

• Develop risk management policies and frameworks, 
including ones for risk appetite and tolerance, to 
reduce the possibility of fraud and corruption.

Reliable and credible performance information

• Our expectation is that there should be a fair 
presentation of a portfolio of evidence that supports 
our performance information.

Strengthening oversight functions

• Demonstrate impeccable levels of discipline and 
oversight in financial management and operational 
activities.

• Ensure that local government structures adhere 
to stringent fiscal discipline. There must be strong 
oversight committees that enforce compliance with 
rules and regulations.

• Establish section 79 committees and internal 
audit structures consisting of competent persons.  
Promote regular reporting to these structures to 
avoid unnecessary shocks during the audit period.

Clearly defined SCM policies

• Our fiscal regime calls for the development 
and implementation of SCM policies to prevent 
unwarranted processes during the sourcing of 
goods and services.  Municipalities should have 
such policies and comply with them.

• The new normal of ‘hostile subcontracting’ by 
unsuitable suppliers must be managed tightly 
within the confines of our regime.  Our system 
should support the township economy within 
established rules and should not have to submit 
to toyi-toying by those who will not adhere to the 
established rules. 

Approval of budgets in line with the law

• Municipalities should comply with section 16 
(2) of the MFMA, which requires the mayor of a 
municipality to table the annual budget at a council 
meeting.
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Asset management system processes and policies

• Municipalities should have credible management 
system processes and policies.  

• They must know the location, value and lifespan 
of each of their assets. The necessary funding 
should be set aside to maintain assets, especially 
infrastructure assets, in order to ensure that service 
delivery is not negatively impacted upon.

Other suggested solutions to achieve sound 
financial management

• Ensure the correctness and completeness of data on 
the billing system and receipting.

• Keep an updated and accurate property valuation 
roll.

• Attend to customer care and communication.

• Ensure effective credit control and debt collections.

• Address water and electricity fraud and losses 
through partnerships with law enforcement 
agencies.

• Train and develop revenue management personnel.

• Consider government debt strategy 
implementation.

• Introduce cost-reflective tariff models.

Thanks 
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Role of banks in promoting effective governance 
in the public sector: The Barclays Experience
(An apology was made for Stephen Seake, who was unable to attend the event and 
deliver his presentation. Kensani Mnisi took his place.)

Ms Mnisi thanked the IMFO for the honour of having 
the opportunity to deliver a presentation at the 
conference, saying that ABSA, the current banker 
of the IMFO, was proud to be associated with the 
institution. She acknowledged the Gauteng Provincial 
Legislature, executive mayors, members of the 
mayoral committees, members of the various sub-
committees, the Board and President of the IMFO, and 
the CFOs and delegates attending the conference.

Before her career started with ABSA, said Ms Mnisi, 
she used to work for the City of Johannesburg (COJ), 
a position she found very interesting. However, when 
she decided to make the move from the COJ to ABSA, 
there was a perception that people coming from the 
public sector would not be able to cope in the private 
sector; this led her to implore people making the move 
from the public sector to the private sector to fly the 
flag high, as the public sector is not always valued for 
its skills.

Ms Mnisi stated that she was at the conference to 
talk about governance. She used to be responsible for 
oversight while working at the COJ, reporting to the 
MPAC and S79 committees. When writing reports, 
she used to engage with the various stakeholders 
to determine how performance had been in terms 
of the reports required. She noted that most of the 
time results had not been achieved and reports had 
to be adjusted to reflect this. A further challenge was 
non-reporting, which Ms Mnisi had to then justify at 
committee meetings and even to the Auditor General. 
Reporting at the COJ seemed to have improved in the 
meantime, though, and she was hoping the audits 
would prove that the necessary work had been done 
on performance information.

But what is corporate governance about? In the 
public sector there is a view that the private sector 
is unregulated. Not so, said Ms Mnisi. The banks are 
regulated through various policies and go through the 
same compliance requirements that municipalities 
have to adhere to. 

Using the organisational model of a bank to 
indicate its corporate governance structures, Ms 
Mnisi emphasised how critical the role of oversight 
committees was. She went on to relate the different 
committees in banks to those in the municipalities. 
Ms Mnisi described how a bank operates and stated 
that it is regulated by the South African Reserve Bank, 
which approves the appointment of the CFO and 
CEO; the Johannesburg Securities Exchange; National 
Treasury; the Companies Act; and the National Credit 
Act. There are various governing bodies to report 
to, and ABSA has a board with various executive 
committees which differ from function to function.

The Credit Committee is most important when 
municipalities come to the bank for funding. This 
is the committee that looks at what governance 
structures are in place at municipalities and how they 
are governed, and that ask questions such as: Are 
they stable? Do they have committees? The challenge 
that municipalities face when applying for funding is 
instability in management, with municipal managers 
on occasion being in office for only a month. Stability 
is important, as the bank considers the credibility of 
management and governance as a requirement for 
lending. They further look at the ability of committees 
to meet on a quarterly or monthly basis and make 
decisions, and at whether council resolutions are 
approved. It is important, when municipalities 
consider borrowing, that the compliance requirements 
are adhered to.

Ms Mnisi went on to explain the importance of 
governance in local government and how it impacts 
service delivery. The mandate of municipalities is to 
deliver basic services to residents and deliver value 
through those services. To put it simply, they budget, 
plan and deliver services, and residents then receive 
these services. If something goes wrong in this 
sequence, issues occur and protests take place because 
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of a lack of service delivery. Such protests could be 
considered to be adverse news, and when there is 
a request for funding, this adverse news affects the 
bank’s decision – municipalities do not react, or do not 
react quickly enough, to adverse news.

The Auditor General releases an annual report that 
includes reporting on credit risk, which would affect a 
bank’s decision to approve funding. How committees 
grant approval is another aspect banks look at: the 
ability of municipalities to report in accordance 
with requirements, and committees’ approval of 
these reports are thus important aspects that affect 
the credit rating of a municipality and its ability to 
borrow.

Another aspect that banks consider is a municipality’s 
ability to collect on revenue. The municipality’s 
reporting requirements would assist the bank in 
assessing the former’s report on performance and 
whether services are delivered – for if services are not 
delivered, there would be no billing and no collection 
of revenue. Factors that impact on the ability of a 
municipality to deliver on services include:

• Depth of management experience at senior 
administrative level;

• Quality of internal controls and financial planning;

• Financial planning and treasury management;

• Revenue collection;

• Implementation of programmes and projects; and

• Audit outcome

To be of more assistance, in the past year ABSA 
launched a programme that looks at clients such as 
municipalities. Banking used to be sequential, but 
over the past few years it has become a client-centric 
service. In addition to banking, ABSA provides value 
to its clients by delivering the following services:

• Revenue management through assisting with 
revenue collection;

• Infrastructure funding – in the past, banks only 
responded to funding requirements when a 
municipality issued a request for proposal, but 
ABSA has now become proactive by assisting 
municipalities in how planning should be 
performed and in packaging projects; and

• Strategic planning and support through strategic 
partnerships, with ABSA having become a strategic 
partner of both the COJ and the City of Tshwane.

Ms Mnisi concluded by saying that local government 
and ABSA remained partners, and thanked the 
delegates for their time.
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Revenue management challenges and solutions
Mr George Van Schalkwyk

Mr Van Schalkwyk began his address by recognising 
the president of the IMFO in her absence and then 
went on to welcome all the mayors, councillors, 
sponsors and other delegates to the conference.

He stated that he was going to focus on the slogan 
of the City of Cape Town, which is ‘Making progress 
possible together’, placing great emphasis on the word 
‘together’. In municipalities, a lot of attention is paid 
to, for example, electricity, water and refuse removal 
tariffs, and in order to manage revenue successfully, 
the focus should be placed on policy and tariff setting.

At the end of the day, all municipal services are aimed 
towards citizens, and decisions on issues such as 
tariffs cannot be taken without considering their effect 
on the citizens. Furthermore, municipal accounts need 
to be evaluated in order to ensure efficiency.

This emphasis on the slogan should not just apply to 
municipalities, but to other spheres of government as 
well.

Mr Van Schalkwyk emphasized that municipalities 
should assess their rates structures and should not 
allow poor communities to carry the financial burden 
of rates while big companies reap the rewards.

He encouraged municipal employees to add value to 
the services provided by the municipality by being 
efficient and ensuring the public get value for their 
money. Municipalities should also develop their 
employees so that they can become leaders in local 
government. 

Executive officials should listen to their technical 
people with an open mind, as they possess 
information that is critical to the delivery of services. 
For example, the City of Cape Town faced a water 
leakage challenge in the past due to non-detection; 
this was solved by putting in place a system known 
as WMD to identify such leakages, as they mostly 
occurred on private properties. 

Mr Van Schalkwyk concluded by encouraging 
municipalities to work together, and to remember to 
put the ratepayer first.
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Good Governance & Oversight B2B panel
(Gauteng Provincial Treasury, SALGA, IMFO and Dr Ruth Mompathi 
Municipality)

Facilitator: Mr Piti Pambaniso (IMFO)

Presenter: Mr Mohammed Lorgat (SALGA)

Sponsor: Mr Eddie Sweeney (Sage)

Panel: Xolani Ndlovana (Gauteng Provincial 
Treasury); Phenyo Chwene (Dr Ruth Mompathi 
Municipality); Cllr Reckson Hasani (Ekurhuleni MPAC 
chairperson); LS Mofokeng (IMFO)

The session was well attended.  Two presenters 
were each given an opportunity to raise key issues, 
whereafter the panel addressed questions raised by 
the audience. 

Eddie Sweeney (Sage)

Mr Sweeney thanked the audience for the opportunity 
to sponsor the event and gave a brief profile of Sage 
and its customers and products. He indicated that 
Sage was a committed partner to local government 
and wished to assist in solving local government 
problems.

Sage believes that good governance is about strong 
leadership mitigating risks by:

• Embracing corporate discipline

• Respecting the statutes

• Deploying enabling systems and business processes, 
and

• Empowering people.

IT governance should be informed by the following:

• Corporate Governance of Information and 
Communication Technology Policy Framework, 
adopted by Cabinet

• King III

• ISO 38500 

• COBIT 5.

Mr Mohammed Lorgat (SALGA)

Mr Lorgat thanked the facilitator for the opportunity 
to present on the very important topic of governance 
and oversight with a back-to-basics focus. 

In his understanding of governance:

Governance is akin to leadership;

• Governance is akin to leadership;

• Oversight is a necessary element of good 
governance;

• Governance needs to be demonstrated in order to 
give effect to it, rather than being demanded; and

• Local government is both administrative and 
political.

AGSA General Report

Mr Lorgat highlighted the following findings of AGSA’s 
General Report:

• A slow response by political and administrative 
leadership in addressing the root causes of poor 
audit outcomes; and

• Consequence management being applied at only 
50% of municipalities (which was an improvement 
on the prior year, but proved there was still a long 
way to go).

The following indicators were areas of concern:

• A deterioration in financial health; and

• An increase in service delivery protests.

Mr Lorgat went on to provide an assessment of the 
following key areas which affect governance in local 
government and its effectiveness.
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Leadership

• How the level of financial and technical skills of 
councillors greatly reduces their ability to engage 
critically with issues;

• Their prioritisation of audit financial risk issues over 
other less important issues; and

• Their acceptance of ultimate responsibility for 
both the audit outcome and the overall control 
environment within the municipality. In many 
instances the audit outcome is seen as a ‘finance’ 
issue.

The audit outcome is not always seen as a council 
priority, but rather as part of service delivery. As 
regards the MM and CFO positions, staff turnover and 
acting positions are also considered to be challenges 
that need to be addressed.

Audit Committees

• Shared services audit committees (ACs) are 
generally undesirable. Effective ACs require 
proximity to municipal officials. There are 
also indications that ‘local’ ACs have a greater 
commitment to their tasks.

• Most ACs do not meet often enough to make a 
meaningful impact on the audit outcome.

• ACs do not have the authority to enforce their 
decisions, and rely on an effective interface with the 
council to achieve this (not officials); and

• The interface between the AC and the council is 
very inefficient and greatly reduces the impact of 
the AC.

MPAC

• It is clear that MPACs are not delivering on their 
envisaged oversight role in general, and particularly 
and specifically not with respect to audit outcomes.

• There seems to be some confusion over exactly what 
the MPAC is supposed to be doing.

• The issue around the low level of technical and 
financial skills of councillors affects MPACs.

• Most MPACs do not receive the envisaged research 
support.

• Some MPAC members seem to be avoiding their 
oversight responsibilities.

Internal Audit

• Internal audit (IA) plays a potentially critical 
role, not just in oversight but in overall municipal 
efficiency and effectiveness.

• Almost all the IA units in question are understaffed 
in terms of both numbers and skills.

• Most of the IA staff are motivated and aware of 
the value of internal audit, but face substantial 
obstacles.

• Many officials misunderstand the purpose of the IA 
function and its value proposition.

• IA struggles to enforce its recommendations.

• There are limited sources of funds for capacity 
building. 
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Day 2
Improving community engagement for better 
service delivery 
(Kalane Rampai - PwC) 

In this presentation, Mr Kalane Rampai of PwC spoke 
about how to engage communities to improve the 
way services are delivered. He based his hypothesis 
on a report for Gauteng City Region Observatory 
(CRO), which looked at the level of dissatisfaction 
communities had with local government services. 
The report noted that communities’ access to basic 
services had increased over the years, but so had the 
level of dissatisfaction with those services. Why are 
people unhappy if they are provided with services? 
Mr Rampai suggested this was not about the access 
to a service – this is a given; consumers expect it to be 
delivered. Consumers are unhappy because of the way 
municipalities are delivering services. 

The presentation focused on how to improve service 
delivery. Mr Rampai noted that municipalities need 
to have better, more regular engagement with their 
communities. There have been a number of service 
delivery protests which have had a negative impact 
on the economy and the delivery of basic education, 
and resulted in work stoppage. These protests put 
pressure on service delivery in the short term and 
cause municipalities to lose focus on the long term. 
Municipalities go for political experience to please 
communities in the short term and this creates the 
challenges in the long term. Communities want 
local government to be visible and approachable, 
understand what their issues are, and actually respond 
to them. They expect more from local government at 
large. They also trust their peers to evaluate services. 
Mr Rampai emphasised that communities no longer 
want to gather in a hall to hear the mayor tell them 
how well the municipality is delivering services. They 
would rather trust their peers to evaluate how the 
services are delivered.

Communities are well informed, so municipalities 
cannot mislead them with incorrect information or 
statistics about their local area. Communities also 
have choices – choices they are ready to exercise if 

municipalities are not delivering the required services. 
They have a voice: digital media provides them 
with a platform for expressing their dissatisfaction 
with services provided by local government. It is 
important for local governments to understand these 
communities and realise that the continued hostility 
we see will continue for some time. 

National Treasury will not continue to provide 
funding, it is up to municipalities to be more 
productive with the available revenue and income. 
Municipalities need to be able to revise their plans to 
meet the needs of the communities. 

They also need to work more closely with consumers, 
suppliers, partners and other stakeholders to improve 
the delivery of services. It is important to remember 
that this issue is not about the services themselves, but 
how they are delivered. Mr Rampai gave an example 
of the Department of Home Affairs announcing that 
applications for identity documents can now be made 
through local banks. Municipalities were encouraged 
to make use of digital technology to provide improved 
and relevant services. To achieve this, municipalities 
need to put citizens at the centre of everything that 
they do.

Municipalities need to know who their different 
citizens are and move away from the ‘one size fits 
all approach’. This will enable them to offer the 
right service, at the right time, for specific citizens. 
Municipalities are encouraged to segment their 
consumers and understand them better so they can 
deliver to their individual needs. Municipalities 
must be able to get feedback from their consumers 
about the services they provide. Feedback must be 
ongoing and received in real time, not once a year 
through a customer satisfaction survey. Systems 
and processes must add value and be relevant to 
the desired outcome. Service delivery must be 
uniform throughout local government, from metros 
to municipalities with medium or low capacity. Mr 
Rampai cited an example of choosing not to renew 
a driver’s licence at the service point closest to your 
home because it offers a terrible service, but rather 
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travelling further to where better service is provided. 
This illustrates that satisfaction is not about providing 
the service but how the service is delivered.

Municipalities cannot rely on a manual system to 
understand citizens, where and when to engage with 
them, and when to deliver services to them. Digital 
technology can be used to be innovative with customer 
service delivery. By 2018, there will be 35 million 
Internet subscribers and 48 million smartphones. 
There is no reason municipalities cannot tap into 
digital technology. For example, they can interact with 
customers better through social media, or use online 
services with full transactional capabilities to reduce 
queries at contact centres. 

Research has indicated that not only young or wealthy 
citizens use digital technology:

• 89% of South African consumers interact with 
different brands online;

• 59% of confirm that interaction on social media 
leads to a buying decision; and

• 79% are prepared to pay more for same-day 
delivery. In the city of Ekurhuleni, a company called 
Q4U charges a fee for going to the municipality and 
standing in the queue for individuals who do not 
have time to do so themselves. 

By 2030, 70% of South Africans will live in urban 
areas and there will be fewer citizens in rural areas. 
Municipalities will face the challenge of delivering 
the right services and attracting companies that can 
provide jobs to urban citizens, thereby reducing the 
burden of offering free services.

Digital technology can assist municipalities in various 
ways, for example: 

• Communities can use mobile applications to 
communicate where services are required (for 
example, where a water pipe has burst). 

• Mayors can use social media platforms to engage 
regularly with communities on issues that affect 
them. 

This in turn will help to reduce the number of 
community outbursts and protests.

Mr Rampai then spoke about PwC’s digital system, 
Engage, which consolidates all these interactions. 
Municipalities, citizens in communities, suppliers and 
interest groups can all use Engage to perform digital 
transaction assessments, identify where reporting 
problems lie in the communities, and request and pay 
for services online. Engage has a Digital Employee 
function to automate documentation and reduce 
the use of paper. It also allows the municipality to 
communicate important issues in real time using 
a suitable media platform – for example, it can 
communicate a change in waste-collection days by 
SMS or on Facebook. Municipalities can provide 
online platforms for people in communities to 
register various services, for example, young people 
can volunteer their services. Municipalities can 
also consider online applications for services and 
provide a real-time response. All these services can be 
performed in the municipality’s system.

Mr Rampai concluded by saying that communities 
want to work with municipalities in defining their 
vision, strategy and services basket. They want to be 
part of the processes. Municipalities need to engage 
with communities regularly to achieve this. One way 
of doing so is by unlocking and making use of digital 
technology. 
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B2B in relation to the Municipal Standard 
Charts of Accounts 
(mSCOA)

The Facilitator started the session by asking, ‘What 
does B2B mean?’ She said that to answer this, one 
must understand the local government environment. 
She explained that each organisation was different 
and that people at different levels of the organisation 
have assigned roles but were sometimes confused 
about what these roles entail. Individuals at certain 
levels are expected to make strategic decisions but 
inaccurate information is provided to them, which 
results in wrong decisions being made. 

She stated it was imperative that officials and political 
office-bearers familiarise themselves with the National 
Treasury Municipal Standard Chart of Accounts 
(mSCOA) Circular number 1 which clearly explained 
the ‘what’, ‘why’, ‘who’ and ‘how’ of mSCOA. She 
stated that organisations’ business operations must 
align with the five basic pillars of mSCOA, namely:

1. Good governance – this is essential

2. Public participation – we need to understand the 
people we serve – we are public servants and must 
serve the public

3. Financial management – financial sustainability 
–emphasized the need for Local Economic 
Development

4. Infrastructure –need to have a proper maintenance 
plan in place

5. Institutional capacity – continuously build capacity 
– education or transfer of skills must take place

The Facilitator then expanded on the seven prescribed 
segments of mSCOA:

1. Project

2. Function

3. Item 

4. Fund

5. Regional factor

6. Costing

7. Municipal standard segment
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Launch of international public sector internal 
audit qualification
(Dr Adrian Pullham – CIPFA)

Dr Pullham greeted everyone and thanked the 
Institute of Municipal Finance Officers (IMFO) for 
inviting him. He also thanked the IMFO president 
and her team for attending the Chartered Institute of 
Public Finance and Accountancy (CIPFA) conference 
in the United Kingdom, saying CIPFA was honoured by 
their attendance.

Dr Pullham then gave some background to CIPFA, 
which is a municipal standard-setter that provides 
certification to its members around the world in the 
fields public financial management and auditing.

CIPFA has a new partnership with IMFO. The 
two organisations have signed a memorandum of 
understanding to work together on the following 
specific important initiatives:

1. The advocacy of public financial management. 
IMFO should be the lead membership body for 
public financial management in South Africa and 
CIPFA is willing to provide assistance in achieving 
this.

2. Capacity building, through CIPFA offering its 
services and providing training.

Benefits of dual membership

It was also agreed that IMFO members would 
become members of CIPFA. CIPFA membership can 
benefit IMFO members by offering a collaborative 
faculty approach. CIPFA supports all public financial 
management officials, and IMFO members would have 
access to CIPFA’s products and services, including 
world-leading publications, that give guidance on 
applying public sector accounting standards. CIPFA 
also offers:

• an internationally recognised professional 
qualification;

• continuing professional development through 
online and contact sessions;

• lunch-time webinars; 

• branch activities in countries; and

• access to Management Direct, the largest repository 
of management and leadership development 
opportunities online.

The Facilitator concluded by saying that the public 
sector is exciting, and that public finance accountants 
are leaders of reform. She thanked everyone for 
listening.
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mSCOA: Understanding the classification 
framework and implications for municipal 
organisation reform; required plans, actions 
and mitigating measures to ensure smooth 
transition
(Alice Stander – Nkangala District)

Ms Stander began by stating that Nkangala was 
selected to be in the pilot programme for the 
Municipal Standard Charts of Accounts (mSCOA) 
implementation, and that this implementation 
involves a change process. The municipality adopted 
the implementation strategy to align with its planning 
and budget cycle. 

The implementation date for the reform is set for 1 
July 2017. Practically, municipalities should be ready 
for implementation during November 2016, when 
they start with the budget process. The Department of 
Cooperative Government (DCoG) as well as national 
and provincial treasuries will conduct workshops 
to assist the municipalities affected by mergers and 
desegregation with the implementation of the reform 
process.

Municipalities should not think that there is too 
much time to start with the implementation. The 
process involves juggling the previous financial year’s 
annual financial statements, current year’s budget 
implementation and future MTFEF.

Ms Stander emphasised that municipalities have to 
work hard to change an organisation successfully. 
If they become too impatient or expect too many 
results too soon, the plans for change are more likely 
to fail. By planning carefully and building the proper 
foundation, implementing change can be much easier 
and there will be improved chances of success. 

There are various stages of change and during the 
implementation of mSCOA all role players must 
be aware, understand, believe and know when to 
act. People are an important factor in any change 

environment. There must be buy-in from all levels 
of the municipality, from the executive mayor, 
councillors, municipal manager and implementers.

Communication is key to ensuring there are no 
unsettled issues among departments and employees at 
all levels.

Municipalities are encouraged to develop and adopt 
an implementation plan than highlights the action 
that needs to take place, the risks associated with the 
particular action and the mitigating steps that need 
to be taken to prevent or control the risk. Ms Stander 
noted that the plan is not a stepped approach but that 
different aspects of the implementation run parallel to 
one another. 

The challenges that faced Nkangala District 
Municipalities during the implementation included:

• tight timeframes of mSCOA and other day-to-day 
activities;

• late appointment of mSCOA accountant;

• prior-year adjustments in preparation for annual 
financial statements;

• preparation of interim adjustment budget (not in 
accordance with Municipal Budget and Reporting 
Regulations (MBRR));

• The current MBRR budget and reporting schedules 
and upload files to NT LG database are not aligned 
with mSCOA, so the draft budget was tabled and 
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final budget approved on the old budget formats 
and monthly upload submissions and schedules 
were in the old format;

• Alignment changes from old GFS to new mSCOA 
GFS;

• Buy-in of AG on reform – process to be followed for 
implementation and auditing of annual financial 
statements; 

• Ensuring that all stakeholders understand the new 
mSCOA formats;

• Absence of sufficient control accounts;

• Detail of some items, e.g. travel and subsistence, 
and absence of detail on items like loans, 
investments, etc. hampers automisation of in-year 
monitoring reports and annual financial statements 
disclosure; and

• Machinery of state is slow.

Nkangala Municipality gave advice to non-piloting 
municipalities and encouraged them to start as soon 
as possible. Other guidelines included the following:

• Dedicate time to studying the regulations and the 
project document developed by National Treasury. 

• Appoint a dedicated mSCOA project team for a 
smooth transition. 

• Prepare an mSCOA implementation plan and 
identify all the risks that might affect the success of 
the project. 

• Start the process of aligning the current chart with 
the new standard chart of accounts

• Ensure that existing hardware will be able to 
accommodate mSCOA. 

• Make provision in their IDP and budget for mSCOA 
implementation. 

• Monitor progress against the implementation plan 
continually and take corrective action and/or adjust 
the plan when unexpected issues are. 

Most of all, role players must be change agents. 
Change is never easy but it empowers everyone to 
move forward and communication is key.

Ms Stander emphasised that this is not a financial or 
general ledger reform, it is a business reform, so all 
managers must be involved. The mSCOA changes the 
way business is conducted and the way transactions 
are reported. Municipalities are encouraged to enjoy 
the implementation.

Ms Stander closed with a few inspiring notes:

‘It is not the strongest of the species that 
survives, nor the most intelligent that survives. 
It is the one that is most adaptable to change.’ 

    Charles Darwin

‘If you don’t like something, change it. If you 
can’t change it, change your attitude.’

    Maya Angelou

‘Progress is impossible without change, and 
those who cannot change their minds cannot 
change anything.’ 

   George Bernard Shaw
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mSCOA: The position of the Auditor-General 
and the way forward
(Barry Wheeler)

Mr Wheeler opened by stating that the Auditor-
General, as the supreme audit institute of South 
Africa, has a constant mandate to strengthen 
democracy by enabling oversight, accountability and 
governance through audit.

He stated that National Treasury, as owners of 
Municipal Standard Charts of Accounts (mSCOA), 
have the responsibility to implement SCOA processes 
across government, and specifically in municipalities. 
Provincial Treasury and National Treasury have gone 
through CDA. The Auditor-General’s responsibility is 
to engage with Treasury as to what their expectations 
are from mSCOA. At the moment, IT specialists are 
looking at general controls and access control, and 
whether IT is functional. Anita Ferreira from the 
Office of the Auditor-General is the business executive 
responsible for ensuring national, provincial and 
local government processes are functional and that 
these processes are included in auditors’ reporting. 
The office of the Auditor-General is fully integrated, 
including IT, the Performance Information Unit, and 
staff looking at risk in the Investigations Unit.

Mr Wheeler continued by noting that 28 pilot sites are 
piloting mSCOA and that some are doing well, others 
not. He stated that a challenge noted by some of the 
pilot sites is the allocation and classification that need 
to be taken down to segment level. If municipalities 
are not able to do this, they will have a problem, 
including a problem with the auditing of classification.

The Auditor-General is currently concentrating on the 
conversion of data for mSCOA from current systems 
to new systems. The Auditor-General is looking to 
perform normal functional audits with an increased 
focus on:

• the risks related to introducing new systems and 
hardware; and

• ensuring that the classification framework is 
correct.

Mr Wheeler stated that the amount of spending on 
IT in government is a concern, particularly as it is 
not being enough compared to spending on service 
delivery and the finance function. He stressed that 
there may be a need for more spending on the IT 
environment.

Mr Wheeler said the introduction of mSCOA 
makes practically no difference to the auditing of 
municipalities. Auditors focus on the risk assessment, 
historical factors, stability and competencies, and 
fundamental changes of systems and processes. This 
would then determine the audit procedures to be 
implemented by the Auditor-General. Nothing would 
change much in the audit; however, the risk factors 
may change.

Mr Wheeler stated that the executive level at 
municipalities needs to be clear about the difference 
in:

• the mandate of the Auditor-General in auditing 
financial statements, performance information and 
compliance;

• the role of the Accountant-General in 
municipalities’ responsibility for systems and 
operation of systems; and 

• the role of the Accounting Standards Board, which 
sets the accounting standards. 

He stated the municipality is responsible for 
applying frameworks, following up and ensuring 
there is compliance with regulations, reporting on 
performance, and financial reporting.
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Mr Wheeler said that the beauty of mSCOA is fourfold:

1. Once municipalities have the allocation of 
transactions correctly set up, it makes it easier for 
everyone. 

2. If municipalities have implemented generally 
recognised accounting practices (GRAP) properly, 
this would not interfere with the implementation of 
mSCOA. 

3. Also, the implementation of mSCOA would not 
interfere with GRAP. 

4. The introduction of mSCOA at municipalities that 
had the correct application of GRAP, the correct 
processes, and monitoring and evaluation, would 
not impact on the audit opinion. If non-compliance 
should occur at a municipality, this would be 
mentioned in the audit report. If a municipality 
regresses, it would be their own fault.

Mr Wheeler said that the Auditor-General has noted 
that municipalities are using the implementation of 
mSCOA as an excuse for not taking ownership and 
not planning on time. The Auditor-General conducts 
its audits in terms of both the National Treasury 
requirements and the Accounting Standards Board 
requirements. He warned municipalities not to see 
mSCOA as a ‘get out of jail free card’ in terms of their 
responsibilities.

Mr Wheeler concluded by wishing the delegates well 
with the implementation of mSCOA and the upcoming 
audits. He assured the delegates that the Auditor-
General is fully aware of and on board with mSCOA 
and the challenges it brings.
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mSCOA and the local government 
accountability cycle 
(Theo Motswaledi)

Following a welcome and introduction by MC Zenele 
Malaza, the panel and the main speaker, Theo 
Motswaledi, were introduced. The MC then went on 
to explain what would be covered in the breakaway 
session, with the following questions being asked:

• What is mSCOA and what is accountability? 

• Who are we accountable to? 

• How will mSCOA improve transparency, financial 
management, data integrity and internal 
accountability through the accountability cycle?

Mr Motswaledi then outlined how his presentation 
would focus on how mSCOA enhances accountability 
within local government. 

Next followed a review of local government reforms as 
well as an explanation of the objectives of the financial 
management reform programmes. The objectives 
were outlined as follows:

• Modernise local government budgeting and 
financial management processes and practices, 
particularly with regard to:

• Budgeting and financial reporting

• Accounting

• Asset management, and

• Supply chain management;

• Improve financial governance by clarifying and 
separating the roles and responsibilities of mayors 
and of executive and non-executive councillors vis-
à-vis those of municipal officials. The mayor should 
lead the process of budgeting and IDP-related 
components, with the support of the city manager;

• Maximise municipal capacity to deliver services by 
attending to issues of efficiency, effectiveness and 
sustainability, and dealing with corruption; and

• Set up an accountability cycle by ensuring proper 
linkages between IDPs, budgets, SDBIPs, in-year 
reports, annual financial statements, annual 
reports, oversight reports and audit reports.

• Motswaledi stressed that that IDP and budget must 
be integrated (incorporated into one process), 
stating that the IDP must inform the budget process. 
He elaborated arguing that there is meant to be a 
seamless link between the IDP, Budgets, SDBIP in 
yearend reports 

Mr Motswaledi stressed that the IDP and budget must 
be integrated, that is, incorporated into one process, 
stating that the IDP must inform the budget process. 
He elaborated by arguing that there should be a 
seamless link between the IDP, budgets and SDBIP in 
year-end reports.

There have been numerous local government budget 
and budget process reforms – and this ongoing 
process has now culminated in mSCOA. A range of 
supporting reforms have also been implemented 
during this timeframe, including the introduction 
of GRAP, the strengthening of the in-year financial 
reporting system, the issuing of guidelines for annual 
financial statements and the DoRA in direct support of 
municipal funding.

All the reforms are meant to ensure consistency and 
alignment across all municipalities, from the top 
strategies down to what is actually reported. 

The aims of local government budget reforms may be 
summarised as follows: 

• Ensure that municipal budgets and financial 
management processes are transparent and aligned 
to the accountability cycle and that they facilitate 
democratic governance with accountability to local 
communities. 
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• Ensure municipal budgets generally support the 
provision of basic services to communities, facilitate 
social and economic development, and promote a 
safe and healthy environment in a manner that is 
sustainable.

• Ensure that budget and financial information 
is reliable and timely, and consistent across 
municipalities, and that municipalities, provinces 
and national government use it in management 
and policy decision-making. Furthermore, it should 
be consistent to allow for comparisons between 
municipalities. 

• The medium-term aim is to ensure that each 
municipality produces a budget document that 
is aligned to the IDP, that passes the funding 
compliance test and that contains accurate financial 
information backed up by useful, informative 
narratives. The document must be user-friendly 
and facilitate engagement with communities and 
informed decision-making by Council.

Note – The IDP outlines the strategy, budgets 
show how it will be funded, and the SDBIP 
demonstrates how it will be implemented. The in-
year monitoring provides a means of monitoring 
and evaluating the implementation of the budget 
and SDBIP. 

The following are National Treasury`s focus areas in 
its efforts to reform local government budgets and 
budget processes:

1. Reviewing the structure and allocation of functions 
of local government to ensure the institutional 
framework for local government facilitates sound 
budgeting and budget processes;

2. Reviewing the intergovernmental fiscal 
arrangements as they relate to local government, 
including conditional grants, to ensure an equitable 
allocation of resources, and aligning the incentives 
to reinforce sound budgeting and financial 
management;

3. Ensuring that IDP priorities and budget allocations 
are properly aligned – a key point is that there 
must be alignment between the IDP and the final 
document, being the financial statements;

4. Ensuring that the new budget formats inform the 
structures of all other elements of the accountability 
cycle, i.e. are aligned throughout;

5. Strengthening financial reporting systems, 
particularly the forecasting component of the 
section 71 reports;

6. 6Building up the budgeting capacity of 
municipalities, especially their budget and treasury 
offices; and

7. Building up the capacity of National Treasury and 
provincial treasuries to exercise oversight over local 
government budgets, adjustment budgets and in-
year reports.

Treasury’s approach can be termed as a multi-faceted 
approach to reforming the budget and budget 
processes, as it is not only about reforming finances 
but also touches on how municipalities are meant to 
operate. The main elements of the approach are:

• Raising the profile of local government budgeting;

• Ensuring the delivery of section 71 reports;

• Dealing with policy reform;

• Guidance and advice by Treasury through circulars;

• Review and feedback (review the performance of 
the entire process to inform the relevant funding 
compliance procedures); 

• Enforcing the repayment of unspent conditional 
grants in terms of DORA;

• Training and mentoring; and 

• Material assistance through, for example, FMG.

The aim of this multi-faceted approach is to tackle the 
process of budget and financial management reforms 
in local government at all levels, using all available 
levers to effect the required changes. Furthermore 
it aims to ensure that there is uniform expenditure 
classification within government. 

The key elements of the legislative framework are as 
follows:
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• Sections 215 and 216 of the Constitution provide 
National Government with the authority to 
legislate uniform norms and standards to ensure 
transparency and expenditure control in each 
sphere of government.

• This can be interpreted as including norms and 
standards in relation to the financial systems of 
municipalities.

• In terms of section 5 of the MFMA, National 
Treasury may investigate any system of financial 
management and internal control in municipalities 
and recommend improvements.

• In terms of the preamble to the SCOA regulations, it 
also proposes the specification of minimum business 
process requirements for municipalities and 
municipal entities as well as the implementation 
of processes within an integrated transaction 
processing environment.

Breaking the legislative framework down further, Mr 
Motswaledi explained how the financial management 
accountability cycle was enshrined in the following 
legislation: 

• Municipal Systems Act, Act No. 32 of 2000 

• Municipal Finance Management Act, Act No. 56 of 
2003 

• Municipal Regulations on Standard Chart of 
Accounts Gazette No 37577 

Mr Motswaledi concluded by presenting the financial 
management accountability cycle in terms of mSCOA 
and the golden thread of alignment.
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Questions and panel discussion  
Addition inputs from panel 

First panellist

The first panellist explained the added benefits of 
mSCOA, stating that at the level of capturing, the 
transactions are already in accordance with mSCOA 
standards and incorporate GRAP. Issues of non-
compliance and material amendments to financial 
statements are thus eliminated. 

In terms of auditing, this should result in fewer 
misinterpretations between what auditors say and 
how municipalities’ financial departments interpret 
the standards. 

Second panellist

The second panellist discussed some of the practical 
considerations around mSCOA, explaining that they 
had already been through the pilot and learned some 
lessons. One key lesson was that mSCOA touches 
every part of the municipality, and it is of critical 
importance that there must be a proper project 
plan that involves all the stakeholders within the 
municipality. 

She went on to point out that getting it right at source 
in terms of data capturing and cleansing is important 
in order to get your financial statements correct. Good 
systems are needed to ensure data does not go out of 
synch.

Third panellist 

The third panellist mentioned the importance of 
having accurate information. If information is 
accurate at the beginning, it makes for accurate 
reporting at year-end. This allows the municipality to 
see clearly if they have achieved what they set out to 
do in the beginning of the year. 

Fourth panellist

The fourth panellist commented on the benefits 
of mSCOA, noting that from the municipalities’ 
perspective they are suffering from reporting fatigue. 
Many departments want similar or the same reports. 
mSCOA should release them from this burden, with 
provincial and national government being able to 
get the information they need directly from the 
municipalities’ systems. 

She noted further that for the first time in local 
government history, the budget office no longer sits 
in a silo, doing budgets for the entire organisation on 
their own without dialogue. 

She also warned that pilot municipalities should 
note that each municipality needs to prepare its own 
project plans and charters of account; there is no 
product off the shelf. National Treasury does offer 
support, though, along with provincial treasuries. 
There will be workshops all over the country, and 
municipalities should write to Treasury should they 
need support.

Danie Beukes

Mr Beukes mentioned that there were important 
benefits to mSCOA, with municipalities being 
forced to report more accurately on grant funding – 
especially as regards equitable shares. mSCOA will 
provide information on how that money is being spent 
and whether it is reaching the right targets.
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Carl Stroud (NT) 

Mr Stroud cautioned that there was a perception that 
accountability was the finance function’s problem; in 
truth, however, it involves the entire organisation, and 
thus requires an entire organisational change. 

mSCOA has the benefit of eliminating inefficiency, 
as departments are speaking to each other and the 
accountability cycle involves all stakeholders.

One of the key questions asked consistently in 
Parliament is where the equitable share is landing and 
who is benefiting from it. Without empirical proof it is 
very difficult to answer this question. 

What is important is to get alignment between the 
key financial processes, as this will strengthen service 
delivery outputs. 

Mr Stroud closed off by noting that there was ‘fear 
on the ground’, but stressed that it would be worth it 
in the end. He went on to caution that there were no 
early adopters, and everyone should hit the ground 
running. There were a mere 15 months to get ready 
for budgeting, and everyone needed to understand the 
urgency that was required. 

Next, the MC called for questions. Questions come via 
an app and SMSes as well as from the floor.

Q: Will the format of the annual report change?  

A: By implication, yes, for alignment. There will be 
changes.  
 
The formats are irrelevant; classification is at a 
transitional level. The format is irrelevant if we get 
the transitional classification correct. 

Q: Initially I thought the accountability cycle 
would be affected, but from what you have 
presented it does not look to be affected – 
looking for clarity on this. Do not see a change 
in the accountability cycle. The reporting cycle 
and accountability are unchanged by mSCOA, 
but mSCOA has added benefits. 

A: Why the accountability cycle? Currently, how we 
strategise and put policies in place does not speak 
to budget formulation. The accountability cycle 
as it is legislatively and currently in place is not 
working.  
 

The accountability cycle is about saying we have 
all these pieces; there was the reform agenda that 
was structured in such a way that we get to full 
accountability.  
 
When people understand the benefits of reform, 
they generally implement it on their own and move 
away from compliance.

Q: There are many things designed to help 
municipalities; however, they rarely end up 
helping municipalities or are not implemented? 

Q: Are officials aware of the lack of 
implementation? And are there any actions that 
will be taken against municipalities who do not 
comply? There are many municipalities under 
declaimers but there is no improvement; there 
is a need for M&E.

A: We have gone on road shows numerous times 
and put a communication plan in place to ensure 
officials are well aware of the reforms.  
 
We need to understand the impact on roles and 
responsibilities in the organisation, because it 
impacts on everyone. 

Q: One of the key issues coming out is the issue 
of funding for mSCOA. Municipalities assume 
that the funding will be coming from provincial 
treasuries. It should be stressed that muni`s will 
have to budget for it on their own. 

A: Point made clearly, there is no funding for mSCOA 
or grants.  
 
The slow-down in the economy is very worrying, 
and everyone is fighting to prevent cutbacks on 
grants.  
 
The money is already being spent on systems – this 
is not a new reform. You are already spending the 
money; you just need to redirect it. We understand 
that there are small municipalities that will need 
assistance, but there is no potential for funding 
through the system. 

Q: What impact will mSCOA have on councillors? 
Will it be easier to understand or more difficult? 

A: Councillors need to understand that this is a 
technical accounting reform, not a political one. 
The goal is to create evidence-based financial 
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management that makes sense to the average Joe, 
that you don’t have to be a CA to understand what 
the performance is. The role of councillors is to 
support the reform from an executive level. 
 
Comment – through mSCOA implementation. 
Supply chain issues are just as important; do 
not leave it too late, get the people in from the 
beginning and ensure that they understand the GL 
accounts. 

Q: When is National Treasury going to release the 
list of vendors? Is National Treasury going to be 
available to assist municipalities to ensure that 
the new reform is implemented? 

A: National Treasury has put structures in place to 
assist municipalities, such as the national mSCOA 
integrated consultative forum, where all vendors 
and piloting municipalities and other stakeholders 
were dealt with. Similar forums are now being set 
up at provincial level in support of municipalities 
rolling out the reform.  
 
As to whether National Treasury will release a list 
of compliant vendors, we have worked aggressively 
with vendors, with many having invested heavily 
into their systems. 
 
However, municipalities need to take ownership of 
their systems and associated processes or they will 
not get the benefit of the systems. 

Q: Will Treasury be offering any assistance to 
struggling municipalities in terms of the mSCOA 
implementation?

A: Training sessions will be rolled out in 44 districts 
during the next 10–12 weeks, targeting the non-
pilot municipalities. 

A: mSCOA advisors will be appointed at provincial 
treasuries. 

Q: What happens if no muni is ready by 2017? Will 
IT vendors be ready?  

A: National Treasury will give indications and 
guidelines but will not issue a statement on the 
readiness of the private sector. However, it is a 
dangerous assumption to make that vendors will 
not be ready. Treasury will issue guidance via a 
circular in November. 

A: If IGR and local government budget analysis is 
found to be non-compliant, the Directorate will 
immediately suspend the grant funding framework. 
But ALL municipalities will be compliant, right?  
 
The panel urged municipalities to focus on 
becoming compliant and not on the negative 
consequences of missing the deadline of July 2017.
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mSCOA: Associated benefits for the municipal 
asset management life cycle
(Chris Nagaroo)

Mr Nagaroo welcomed everyone and thanked them 
for attending.

He explained that the session was about the benefits 
that mSCOA could provide in the asset life cycle. 
All municipalities have significant investments in 
assets and have always faced challenges in asset 
management life cycles, particularly as regards the 
maintenance of assets. The session would focus on 
how mSCOA would assist in this process

Presenters: Owen Witbooi and Louis Boshoff

Mr Witbooi greeted everyone and gave feedback 
about the status of the Ekurhuleni pilot site for 
the implementation of mSCOA. He indicated that 
there had been visible progress since the last IMFO 
conference that was held in Cape Town.

To provide some background, Mr Witbooi set out the 
four elements involved in the asset life cycle: 

1. Planning and budgeting, where requirements in 
terms of new assets are planned for and established;

2. Acquisition, where the asset is purchased, 
constructed or otherwise created;

3. Operation and maintenance, where the asset is used 
for its intended purpose and maintained; and

4. Disposal and re-use, which is initiated when the 
useful life of the asset has become diminished 
or the purpose for which the asset was acquired 
disappears.

The challenges that municipalities face with regard to 
the asset life cycle include the following:

1. Lack of proper planning in the acquisition of assets;

2. The use of funds allocated to assets, for other 
operations;

3. Unclear sources of funding;

4. Inadequate planning for repairs and maintenance; 
and

5. Incorrect classification of assets.

Mr Witbooi explained the benefits of each mSCOA 
segment in relation to assets as follows:

1. Project segment: 

• mSCOA currently aligns the project segment and 
the fixed asset register at the asset sub-class level, 
and makes provision for additional breakdowns on 
both capital and maintenance expenditure. 

• Component-level budgeting automatically aligns 
the IDP, MTREF, FAR and financial record.

• mSCOA links the Fixed Asset Register (FAR) to the 
project segment and automatically aligns it with the 
IDP and MTREF.

• mSCOA links to the IDP and certainty is given in 
mSCOA that assets are prioritised.

• The mismatch between IDP, budgeting, in-
year reporting (S71 & 72) and annual financial 
statements is eliminated.  

2. Funding Segment:

• It is easy to identify the sources of funding for assets 
in mSCOA, as they are defined at the posting level 
of the funding segments.

• mSCOA facilitates the accumulation of information 
within the financial system to be able to report on 
how a specific source of funding, e.g. MIG, has been 
spent by extracting this information from the fund 
segment.
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• The funding segment aligns expenditure on repairs 
and maintenance with the source of income, e.g. 
transfers and subsidies, internal billing or other.

• The funding segment contains all sources of funds 
available to the municipality and enables the 
monitoring of funds (operational and capital) 
against the source of funding utilised. 

3. Function Segment

• The function segment standardises a vote structure 
against which a transaction is recorded across all 
municipalities, creating uniformity.

• The function provided is based on MFMA circular 
12 and is consistent with ss145 (1) and 145 (4) of 
the constitution, which provide for core functions 
and non-core functions, respectively.

• The electricity function has been expanded to 
include all NERSA requirements, which will 
improve compliance across all segments. 

4. Regional Segment

• The segment monitors whether services are being 
provided impartially, fairly, equitably and without 
bias, as required by the Constitution.

• It controls whether government spending by the 
different departments and municipalities, including 
spending on assets, is being properly sequenced and 
co-ordinated.

• It evaluates whether actual spending by government 
is aligned to the relevant plans of the three spheres 
of government.

• It assists councillors and mayors to account to their 
communities for resources allocated and actual 
spending by the municipality in communities and 
wards.

• It provides specific ward information to councillors 
to assist them in decision-making. 

5. Item segment

• mSCOA enables a clear distinction to be made 
between what is being bought or what money is 
received for within the item segment under four 
main categories, namely revenue, expenditure 
assets, liabilities and net assets.

• Asset-related expenditure in the asset life 
cycle, including depreciation, amortisation and 
impairment of assets, can be monitored in the item 
segment.

• The item segment standardises all asset categories 
and improves uniformity.

6. Costing Segment

• mSCOA provides for the classification of indirect 
secondary costs which are not normally attributable 
to output. The usage of assets is reflected in the 
municipal core functions.

• The costing function can act as a powerful 
management tool in the planning phase of an asset’s 
life cycle if usage between the core functions can be 
determined. 

Other benefits of mscoa

• Access to municipal financial systems will enable 
treasuries to verify municipal information in terms 
of credibility, reliability and accuracy, among other 
things.

• It brings consistency in terms of the classification 
of municipal information at transactional level 
across all municipalities within the province and 
nationally.

• Reporting formats, such as formats for budget and 
financial reporting, are aligned.

• It promotes the consistent use of terminology across 
all municipalities by defining all accounts and 
labels.

• The improved quality of data will lead to improved 
budgeting and financial reporting, resulting in 
better decision-making at local government level.

• In the long term, the cost of compliance and 
information gathering will be reduced.

Mr Louis Boshoff focused on only three asset-related 
mSCOA segments, namely project, funding and 
regional. 
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He explained asset management as being the process 
of decision-making, planning and control over the 
acquisition, use, safeguarding and disposal of assets to 
maximise their service delivery potential and benefits, 
and to minimise their related risks and costs over their 
entire life. 

Conclusions

1. Asset management is much more than GRAP 
compliance – it is the business of a municipality.

2.  mSCOA is much more than accounting – it 
presents a coherent, multidimensional financial 
management framework that mirrors the asset 
management business framework.

3. Over time, it will provide real information and 
empower political office bearers, officials, 
communities and other stakeholders (e.g. 
regulators and investors).

4. It is a valuable tool for moving local government 
towards both effectiveness and efficiency.
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mSCOA: The Role of Municipal Councillors

Sponsored by: ARMS (Audit and Risk Management 
Solutions)

Panel:

Facilitator: Johan Badenhorst

Presenter: Don Nyatsambo

Panel: Johan Mettler (Municipal Manager – 
Drakenstein Municipality)

James Matsie (SALGA)

Nelisiwe Nthola (DCoG)

Silma Koekemoer (National Treasury)

Nkuli Swana (ARMS audit)

Mr Nyatsambo started his presentation by setting out 
the objectives of mSCOA as follows:

Objective of mSCOA – 

• Standardise all municipal and governmental 
reporting;

• Relieve reporting fatigue and the cost of reporting;

• Guide minimum leading business processes in a 
municipality. This means:

• less need for the use of consultants, since 
municipal officials themselves implement 
business processes on-the-job;

• consistent and unique skills development across 
municipalities that enables the transition of 
resources between municipalities and across 
spheres of government;

The cornerstone of mSCOA is proper planning and 
budgeting. mSCOA requires a municipality to budget 
in a particular way for projects across the segments. 
What council approved in the budget and what 
is implemented (spent) across the municipality’s 
systems will therefore align. This will ensure spending 
discipline in terms of economy, efficiency and 
effectiveness. In turn, this will improve transparency 
and accountability.

mSCOA benefits councillors in that it:

• Forces proper planning, budgeting and reporting, 
linking IDP to SDBIP and therefore the AFS for 
better public participation;

• Ensures sound financial information, customised 
reporting and benchmarking between 
municipalities;

• Strengthens councillors in terms of decision-making 
and governance; and

• Ensures efficiency and effectiveness within financial 
management and internal control.

Councillors should view the municipal accountability 
cycle from the perspective of mSCOA.

IDP

Budget

SDBIP

In-year 
reporting

Annual  
Financial 
Statements

Annual 
report

Oversight 
report

Accuracy of information depends on:

• Organisationsl structure aligned to basic services 
• Sound municipal policies, processes and procedures 
• Standard chart of accounts for munipalities

Five-year strategy

Three-year budget

Annual implementation plan

Implementation monitoring

Accountability  
reporting
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mSCOA will enhance oversight in the following ways:

• Modernises financial management through updated 
systems and technology;

• Improves transparency and accountability, leading 
to a high level of service delivery;

• Brings higher levels of co-operative government;

• Provides for evidence-based financial management 
in municipalities;

• Improves the audit process in municipalities;

• Opens discussions around the ‘same interpretation’ 
of accounting principles;

• Creates stability and consistency by providing a 
defined structure; and

• Brings seamless alignment in the accountability 
cycle of a municipality.

The councillor’s role in mSCOA is to:

• Lead and oversee the implementation of the SCOA 
project – all 278 municipalities have adopted 
resolutions to implement mSCOA; 

• Ensure that an oversight committee is established, 
consisting of councillors, municipal managers, 
a CFO and Internal Audit; and that a high-level 
mSCOA project plan, including an mSCOA risk 
register, is implemented; and

• See to it that SALGA rolls out training for 
councillors and administrative staff.

Mr Johan Mettler spoke next, saying that all 
municipalities were expected to be mSCOA-compliant 
by 01 July 2017. He mentioned that National Treasury 
had sent out the following two circulars regarding the 
implementation of mSCOA:

No. 1 Implementation and benefits of mSCOA 

No. 2 Reading material and project work streams on 
mSCOA 

Lessons learnt at one of the pilot municipalities, 
Drakenstein Municipality, included the need to:

• Table mSCOA regulations at council;

• Table an mSCOA project plan at council;

• Have an ITC risk register in place; 

• Appoint an in-house mSCOA champion, otherwise 
there will be a lack of direction;

• Appoint an mSCOA steering committee and project 
management team;

• Establish an mSCOA project management office; 

• Deal with resistance to change (change 
management); and

• Engage with provincial mSCOA forums, otherwise 
there will be a lack of common understanding. 

As regards the oversight role of councillors:

• Council must take note of the promulgated 
mSCOA regulations and of the mSCOA project 
implementation plan and avail sufficient resources 
for the implementation of the project.

• The Executive Mayor must provide political 
guidance on the fiscal and financial affairs, budget 
process and priorities of the municipality (mSCOA 
is a serious budget reform issue).

• The Executive Mayor must monitor and oversee 
the Municipal Manager and Chief Financial Officer 
in exercising their responsibilities in terms of the 
MFMA (MFMA legislation directs the mSCOA 
regulations).

• The Executive Mayor needs to oversee the 
implementation of the mSCOA project 
implementation plan and the related risks register. 

• The Executive Mayor needs to ensure that 
the current financial system becomes mSCOA 
compliant, that an in-house mSCOA champion 
is appointed by the Municipal Manager, that 
the mSCOA steering committee and project 
management team are in place and that an mSCOA 
project management office has been established by 
the Municipal Manager.

• In the case of an Executive Mayoral Committee, the 
MMC of Finance should assist the Executive Mayor 
in fulfilling their oversight role.

• Whenever there is any reference to an Executive 
Mayor, the same will apply to a Council with 
an Executive Committee system and a Mayor as 
chairperson of the Executive Committee.
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Revenue Management panel 

Panel: 

Cllr Mondi Gungubele (Ekurhuleni Municipality) 

Cllr Bongani Baloyoi (Midvaal Local Municipality)

Cllr Kgosientso Ramakgopa (City of Tshwane)

Xolile George (SALGA CEO)

Sidwell Mofokeng (IMFO)

George van Schalkwyk (IMFO)

The convener raised key issues impacting revenue 
management in local government and gave the 
audience the opportunity to raise questions. Each 
panel member was then asked to address the 
questions raised.

The convener went on to raise the topical issue of debt 
collection and the disparities between the different 
parts of the country in terms of revenue management. 
He also stated that 5% of local government debt 
was owed by national departments and state-owned 
enterprises.

The panel were asked several questions regarding the 
broad topics below.

Culture of non-payment and political 
interference

Cllr Baloyi indicated that councillors had a positive 
role to play in ensuring that the public pay for the 
services that they receive from local government. He 
indicated that the culture of non-payment had been 
inherited and was being maintained by applying 
inconsistent policies. 

He recommended the installation of prepaid meters to 
ensure that municipalities receive the funds owed for 
services delivered to the public. 

Placing a cap on services provided to indigents

Cllr Baloyi indicated that councillors should be 
educated and made to understand why credit control 
is important. This would ensure that councillors 
are brought on board and would reduce political 
interference in debt collection practices.

Cllr Van Schalkwyk also stressed the importance of 
having effective systems of internal control within 
municipalities, and the careful management of the 
basket of services offered to indigents.

Do municipalities have the necessary skills 
available to effectively manage revenue collection?

Mr Van Schalkwyk indicated that local government 
was doing a lot in terms of skills transfer to the new 
generation of municipal officials. He questioned, 
however, whether officials had the desire to go above 
and beyond their responsibilities and duties in this 
regard.

He also indicated that where service providers were 
utilised, contracts should be carefully managed and be 
output orientated, with favourable contract conditions 
for municipalities.
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Effective governance – Audit and risk 
management B2B – Ethics enhancing local 
government accountability
Manfred Moses (Provincial Treasury) 

Mr Moses started by explaining that he would 
seek to cover the common principles of ethics in 
his presentation so as to make it relevant to the 
local government sphere. His opening slide posed 
the question, ‘Why are we here?’, and quoted 
the Constitution of South Africa around the 
responsibilities of local government towards its local 
communities. He then went on to define ethics and to 
expand on which areas it covered, such as our rights 
and responsibilities, moral decisions, and so on. 

The ensuing slide covered the subject of 
organisational ethics, which essentially is about the 
informal knowledge of ‘how we do things around here’ 
– how the organisation treats internal and external 
stakeholders, and how regulations and policies and 
behavioural patterns are aligned in the organisation. 
He then outlined the difference between a code 
of ethics and a code of conduct. Next he discussed 
the role of councillors, speaking essentially to the 
declaration of their financial interests and their 
responsibilities in representing and being accountable 
to their communities. 

Mr Moses then clarified the difference between 
organisations with a low ethical maturity, where 
compliance with applicable regulations is foremost, 
and organisations with a high ethical maturity, whose 
ethical values are entrenched within them – where 
there is true commitment to such values. Speaking 
about the costs of ethical failure, Mr Moses quoted 
an instance currently in the news media which could 
result in the individual losing their position if found 
guilty. Other sanctions listed included financial loss, 
the incarceration of leaders, and business closure 
and reputational damage in the case of the corporate 
sector. He ended his presentation with a slide dealing 
with the benefits of ethical behaviour. 

Mr Moses closed by stating that ethics was a 
huge issue. Public officials at the highest levels of 
government were being looked at, and this trend 
was filtering through all spheres of government. The 
Facilitator then introduced the panel members, and 
questions raised by the delegates were given to panel 
members to answer. 

After all questions had been dealt with, each panel 
member was asked to make a closing remark. Remarks 
included an appeal not to be quiet when witnessing 
or being aware of unethical practices within one’s 
organisation, to gain an understanding of one’s 
environment, to be aware of the type of information 
being shared – and especially with whom it is being 
shared, to do the right thing even if no one is watching 
and, finally, to live up to the CoGTA Minister’s call to 
go back to basics.
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The implications of implementing a central 
database for local government
Krish Kumar(CFO – Ethekwini Municipality

Panel: 

Dr MA Mahloko (Emfuleni Municipality)

Thebi Moja (SALGA)

Brian Cook (Bytes)

The speaker set out by asking the question, ‘What 
is the National Treasury’s central supplier database 
all about?’ The following points were made in 
formulating an answer:

• A uniform SCM system for government was 
essential to optimise the efficiency of service 
delivery.

• Suppliers currently registered on the database 
of any organ of state would automatically be 
transferred to the CSD by March 2016.

• New suppliers could use the self-registration portal 
from 1 September 2015.

• There would be an interface with SARS to enable 
tax clearance verification.

• There would also be an interface with the 
Companies and Intellectual Property Commission 
(CIPC) for vetting business registrations and 
ownership. 

The intended benefits of the National Treasury’s CSD 
were said to be the following: 

• A single source of supplier information – thus no 
multiple registrations;

• No duplication of supplier registration efforts;

• Available to national, provincial and local 
governments;

• Automated distribution of supplier information;

• Standardised vetting of suppliers, leading to 
lower costs with reduced procurement processes, 
compliance requirements, payment processes, 
audit processes, and maintenance of registration 
information:

• tax clearance status

• business registration and ownership

• bank account and account holder

• citizen identity number

• BBBEE

• government employee verification, and

• blacklisting, with a register of tender defaulters 
and a database of restricted suppliers;

• Greater efficiency as there is a single electronic 
system;

• Greater value for money as better prices can be 
negotiated, leading to economies of scale; 

• Benchmarking of prices;

• Specialisation – tenders pooled;

• Category management; and

• No need for blacklisting in municipalities.  

The following issues around National Treasury’s CSD 
were discussed next:

• Who would take accountability for the accreditation 
of suppliers? 

• What reliance would the Auditor-General place 
on information on the CSD? In whose audit report 
would issues relating to the CSD be included? 
Would it be a municipality finding or National 
Treasury issue?

• What would happen to existing municipal 
databases?

• What were the IT cost implications of implementing 
the necessary hardware and software?
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• As regards compatibility with existing databases, 
could the CDS interface with all the disparate 
GL systems and accounts payable systems of 
municipalities across the country?

• Whose banking details would be used?

• What were the implications of database downtimes 
when updating company details, especially CIDB? 
The responsiveness of the system and system failure 
would have consequences for local government and 
the awarding of contracts.

• How would the process be managed?

• What would the impact be of opening new district 
offices (as per the proposal)?

• What happens if the incorrect capturing of company 
information delays tenders?

• As regards conflicts of interests, how would the CSD 
system interface with the disparate HR systems of 
municipalities across the country?

• Would the CSD be SCOA-compliant to be able to 
interface with municipal GL systems?

• SCM Regulation 14 requires municipalities to 
maintain a list of accredited prospective service 
providers. We are bound by this. What is the 
timeframe to amend the regulations and roll out the 
CSD? 

• The timeframe for the project had already been 
changed. It was announced that CSD would 
commence on 1 April 2015, but the date was then 
changed to 1 September 2015.

• There was a lack of consultation with municipalities 
on the system specifications. For example, 
municipalities should have been taken through 
the system to better understand the benefits, 
challenges, timeframes, and impacts before any 
announcements were made. 

It was concluded that, at the outset, it was desirable 
to have a single, centralised supplier database 
for the country that added value in terms of the 
benchmarking of prices, blacklisting, and better prices 
because of economies of scale.

However, there were 278 municipalities in South 
Africa, each with its own disparate systems. To have 
a CSD, you need systems that can interface with 
regard to e-procurement, accounts payable and the 
accreditation of suppliers.

Other key issues included accountability for 
accreditation and audit issues, cost implications, and 
system downtime.

Accordingly, one had to look carefully at the impact of 
moving towards a CSD and one had to proceed with 
caution, ensuring that the progress already made by 
municipalities with regard to the centralisation of 
their supplier databases was not hampered. 

In view of this, a phased approach was suggested, 
with municipalities consolidating their own supplier 
address books during the first phase.

The speaker concluded by saying that he hoped he had 
given a balanced view of the topic.
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Effective performance management systems in 
local government B2B

Panel: 

Paledi Marota (IMFO) 

Fenie van Rensburg (IPM) 

Motsumi Mathe (Sedibeng) 

Connie Mametja 

Remo Moyo (Nedbank) 

Danie de Lange ( IMFO) 

Mr de Lange opened the panel session by introducing 
Mr Remo Moyo from Nedbank, where he is the Head 
of the Public Sector and BEE Portfolios Division.

Mr Moyo greeted the delegates present at the 
conference and then proceeded to highlight what 
performance management entails in the public sector.

Mrs Paledi Marota spoke next, and she also shed some 
more light on what performance management entails.

The following aspects were highlighted by both 
speakers:

What is performance management?

Performance management refers to a process of 
planning, monitoring, and measuring or reviewing the 
implementation of an organisation’s strategy. 

What is the Performance Management 
Framework?:

This refers to a system that indicates how a 
municipality will plan, monitor, measure and review 
performance management.

Performance Management Policy and 
Procedure Manuel

• Demonstrate leadership commitment to the 
implementation of performance management 
requirements;

• Promote a culture of performance management;

• Are legal documents binding employees to 
participate in the municipality’s performance 
management system; and

• Provide a step-by-step process for implementing 
performance management.

Performance management benefits

• Translates vision into operational goals at all levels;

• Forces alignment between the IDP and SDBIP;

• Promotes cost-effective management by clearly 
aligning budget to strategy;

• Promotes monitoring and enhances proactiveness; 
and

• Promotes good governance, among other things. 

Performance management principles

• Politically driven

• Simple

• Participatory

• Developmental, and

• Fair and objective.
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Performance management process:

1. Performance planning

2. Performance monitoring

3. Performance review

4. Performance auditing, and

5. Performance reporting. 

Questions and answers during the session:

Q: Why does everyone talk about performance 
management throughout the organisation, 
and who’s responsible for implementing it 
throughout the municipality?

A: Performance Management is a legislative 
requirement, therefore municipalities need to 
comply with it. Municipalities also have a duty to 
report back to communities about progress made 
regarding service delivery. Senior management 
should cascade the Performance Management 
policy through the municipality, from the top-
down.

Q: Should we not rather focus on service levels and 
enter into agreements with communities, where 
the community identifies the service and votes?

A: Performance management is a legislative 
requirement, therefore municipalities need to 
comply with it. Municipalities also have a duty to 
report back to communities about progress made 
regarding service delivery. Senior management 
should cascade the performance management 
policy through the municipality, from the top 
down.

Q: Should we not rather focus on service levels and 
enter into agreements with communities, where 
the community identifies the service and votes?

A: Municipalities need to set standards in order to 
benchmark their service level achievements. 
Municipalities can only move towards 
improvements in service delivery by focusing on 
efficiency and standards.
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mSCOA: Signing of MOC by IMFO and National 
Treasury 

Facilitator:  Louise Muller (IMFO)

Speaker: Carl Stroud (National Treasury) 
 

Mr Stroud expressed his pleasure at being able to 
announce the signing of an MOC by the IMFO and 
National Treasury relating to the rollout of the mSCOA 
training initiative. It had been a long road to get to 
this level of partnership, a partnership that would 
ensure that the training was conducted in a structured 
manner and that all parties would move forward as a 
collective to raise the platform in the local government 
sphere. He ended by wishing all delegates a good final 
day as well as safe travels. The MOC was then signed 
by representatives of the IMFO and National Treasury.

Risk intelligence

Speaker: Jenny Reid, iFacts

Ms Reid began her speech by emphasising people 
as being the biggest risk facing organisations. 
Even though an organisation might have the best 
security mechanisms in place, if there’s a weakness 
in the people chain, the organisation will encounter 
problems regardless.

Highlighting the high levels of corruption that exist 
globally, she encouraged audience members to not 
only frown upon this practice but also appreciate 
the fact that action is being taken to deal with it. 
Delegates should not sweep issues such as corruption 
under the carpet, as it can cause severe damage to 
municipalities’ reputation.

Ms Reid also mentioned the need for the 
establishment of a central employee database which 
can be used to conduct employee background checks 
and store employee information throughout the 
employment tenure of an individual. She pointed 
to recent media revelations about executives who 
had falsified their qualifications in order to get 
top jobs as an example of why such a database 
was critical to government. Furthermore, highly 
sophisticated syndicates existed that could easily 
target municipalities by placing their people there 

to carry out corrupt or unlawful activities. These 
syndicates are well informed and are able to 
identify municipalities’ weak points, such as a weak 
recruitment system or individuals vulnerable to 
bribery. As a result, these individuals can infiltrate 
municipalities undetected. Employee screening and a 
central database could assist in curbing this practice 
by red-flagging individuals.

Adding to this, Ms Reid said municipalities should not 
just conduct CV verifications; they should also carry 
out integrity and behavioural assessments. This would 
enable them to make better recruitment decisions.

Another issue that she highlighted was the increasing 
level of collusion between contractors and suppliers. 
She encouraged the establishment of a central 
vendor database, with the assistance of the IMFO, 
as this would enable municipalities to tighten up on 
compliance issues. 

Results of the post-implementation review of 
GRAP 16 and GRAP 17

Speaker: Jeanine Poggiolini

Jeanine greeted everyone and explained that the 
purpose of her presentation was to pass on a message 
from the Accounting Standards Board (ASB), the 
Office of the Accountant-General (OAG) and the 
Auditor-General of South Africa (AGSA).

She explained that the ASB initiated a process in 2013 
to review post-implementation issues related to the 
investment properties and property GRAP standard 
and the plant and equipment GRAP standard. During 
this process a wide range of stakeholders were 
consulted and issues collected.

The presentation for today was to share those 
issues that were highlighted by the users and by the 
preparers.

Day 3
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The following issues had been raised by users:

1. No clear alignment of strategy, budget and the 
financial statements;

2. Educating users on financial statements;

3. More information about capital work in progress; 
and

4. Information on repairs and maintenance.

The ASB had started a programme to educate users 
(e.g. councillors) on how to interpret financial 
statements.

GRAP 17 had been amended for additional disclosure 
when it came to work in progress and this would 
become effective in the year beginning on or after 01 
July 2017.

Also, additional disclosure requirements had been 
added with respect to repairs and maintenance.

The following issues had been raised by preparers:

1. Classification of land and buildings as PPE/IP

2. Assessment of useful lives and residual values

3. Type of expert necessary to perform valuations

4. Accounting for land

5. Accounting for housing schemes

The ASB had developed detailed indicators in 
partnership with engineers for the assessment of 
useful lives. These would become applicable from 01 
July 2016.

Full conditional assessment was not necessary every 
year – only an indication that could be justified was 
enough; however, the AGSA had communicated with 
its team to give direction on what evidence should be 
required when auditing the assessment of useful life.

The standards had been amended to indicate that 
it was optional to appoint an external valuator. 
Municipalities could use their internal resources if 
they had the skills.

With regard to accounting for land and housing 
schemes, the ASB was busy preparing an exposure 
draft that would be released towards the end of the 
year.

Preparers had also raised practicality issues in 
accounting for infrastructure assets. The OAG had 
established a task team to investigate this.

Way forward

The ASB would identify issues from the Auditor-
General’s report and decide which standard(s) to 
conduct a post-implementation review on, going 
forward.
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Public Finance, Audit and Risk Management 
Institute / Body
Danie de Lange

Mr De Lange recalled how, in 1983, he had no 
qualifications and was working in the Finance 
Department when he heard about the IMFO for the 
first time. This led him to set goals for himself; he 
started studying, and the IMFO kept playing a major 
role in moulding him into a professional. One of the 
most important things he could take from this was 
that youngsters joining the IMFO needed to be told to 
set goals for themselves.

He stated that he wanted to ask some questions, 
starting with how professionalism could be promoted 
in the public finance management sector and whether 
a professional body could assist with this. These were 
questions that needed answering, and the AG had 
indeed appointed consultants to find some answers. 
Another question was which occupational categories 
would be looked at from a functional level, such as 
risk management or CFOs. Other questions were 
whether the IMFO had the recognition, support and 
influence to participate in the National Treasury 
project, seeing that it was not included in the list of 
stakeholders; and what the role of this professional 
body would be, bearing in mind that National 
Treasury had the legal mandate over matters like 
these. Then there were questions such as:

• How would the interim board be structured?

• What was the current standard of professionalism 
in the public sector?

• What were the root causes of the poor financial 
management and poor audit outcomes at local 
government level?

Mr De Lange mentioned that a lot of what he was 
going to say had not been approved by the board and 
were his own opinion or extracts from what he had 
read.

In describing what a profession meant, he said that 
professions were either self-regulated or regulated 

by the state through statutes. The responsibility for 
regulating the affairs and behaviour of members 
was typically delegated to professional bodies. These 
bodies were expected to set relevant competence 
criteria for admission into the profession, oversee 
the certification of professionals, and set and 
enforce ethical work practices and behaviour. In 
his environment people were aware that National 
Treasury legislates the competency level requirements. 
In describing what professionalisation meant, he said 
that professionalisation was a social process whereby 
a trade or occupation transformed itself into a true 
profession of the highest integrity and competence. 
This process tended to involve establishing acceptable 
qualifications as well as a professional body or 
association to oversee and regulate the affairs and 
conduct of members of the profession. 

Professional bodies are expected to:

• Apply their code of conduct and ensure that their 
members adhere to its provisions; 

• Promote and ensure continuous professional 
development (CPD) and life-long learning; 

• Conduct on-going research and disseminate good 
practice amongst members; 

• Set and enforce ethical work practices and 
behaviour; 

• Set relevant competence criteria for admission into 
the profession and accreditation of educational 
programmes;

• Oversee the certification and licensing of 
professionals, and assist national and state-
level authorities in setting legally enforceable 
occupational standards (as SAICA does for 
chartered accountants); 

• Ensure that the supply and demand in respect 
of technical and professional competence in key 
sectors are met; 

• Develop a clear set of norms and standards for the 
relevant occupational category in the public sector; 
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• Establish minimum competence levels based on 
national competence frameworks and job profiles; 
and 

• Develop recognition of prior learning (RPL) 
procedures through which professional bodies 
can assist employees in obtaining accredited 
qualifications after the RPL process has been 
completed.

Mr De Lange summarised an extract from a finding 
by the World Bank, stating that out of 144 countries, 
South Africa was first in applying accounting 
standards and governance practices. This was thought 
to apply mostly to the private sector, but he expressed 
the hope that this could be extended into the public 
sector as well.

In describing examples of professional bodies, he 
said that he had looked at the Government Finance 
Officers Association (GFOA), which covered the 
whole of the public sector (not just municipalities) 
in the United States and Canada. He stated that they 
had a membership of 18 000. He also mentioned the 
Chartered Institute of Public Finance Accountancy 
(CIPFA) in the United Kingdom that had a 
membership of 14 000. 

He then went on to make the point that there was 
no dedicated professional body for the whole of the 
public finance management sector in South Africa. 
Instead, a legislative responsibility rested on National 
Treasury in terms of the Public Finance Management 
Act (PFMA) to pronounce outcomes and qualification 
requirements for the public finance management 
sector as well of methods to promote continuous 
development. In performing this responsibility, 
National Treasury was now considering the 
establishment of a professional body for the public 
sector.

A professional body must have appropriate capacity 
and should be sustainable, meaning that it should 
be able to plan with confidence for the future and to 
acquire the resources it needs to carry out its work 
and pursue its mission. ‘Professionalism’ would refer 
to the competence, work practices, ethos, behaviour 
and attitudes typically displayed by members of 
such a profession. In the PFM domain, these could 
encompass the disciplines of:

• Management accounting (planning and budgeting);

• Revenue management;

• Expenditure management;

• Asset management (movable and immovable);

• Financial accounting;

• Supply chain management;

• Enterprise risk management; and

• Internal audit. 

Mr De Lange said that a well organised and respected 
professional body was an essential part of a fully 
functioning accountancy profession. The main 
objectives of a professional accountancy body include:

• Protecting the public interest by ensuring 
observance by its members of the highest standards 
of professional and ethical behaviour;

• Determining the eligibility criteria for membership 
of the body;

• Regulating members in public practice;

• Promoting the interests of its members;

• Determining the entry requirements for students;

• Promoting the education, training and certification 
of accountants (including continuing professional 
development and practical experience); and

• Developing good relationships with government, 
other national professional accountancy bodies and 
regional groupings.

As part of the professionalisation of the public finance 
arena, examinations and practical experience would 
need to be related to SAICA and SAIPA. Issues such as 
the following would have to be seriously considered:

• Entry requirements to a programme of professional 
accounting education;

• Content of professional education programmes;

• Professional skills;

• Professional values, ethics and attitudes;

• Practical experience requirements;

• Assessment of professional capabilities and 
competence;

• Continuing professional development; and

• Competence requirements for audit professionals.

Mr De Lange went on to describe the qualification 
requirements set by SAICA and SAIPA, stating that the 
IMFO had adopted the requirements set by the South 
African Institute for Learning as legislated by National 
Treasury.
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Professional bodies should aim to support their 
members by:

• Identifying and providing access to relevant 
professional support services, including insurance 
or IT support;

• Supporting networks of active members, as a basis 
for sharing information, issues and ideas;

• Providing technical guidance and advice;

• Providing access to an up-to-date accounting 
information resource (e.g. professional library and 
associated databases); and

• Providing access to relevant career planning and 
development resources.

In considering the legal and regulatory framework, 
Mr De Lange expressed the opinion that a single 
professional body might lie some years ahead, as it 
was an enormous project. 

He emphasised that disciplinary procedures would be 
important; in future, members guilty of misconduct 
would be expelled from the proposed professional 
body and would no longer be eligible to practise.

Mr De Lange explained the risks to this project as:

• There being no single professional body for public 
finance management;

• Obtaining agreement on types of membership, 
designations, membership requirements, and a 
professional evaluation examination;

• The significant amounts of funding and financial 
support needed to establish and operate such a 
professional body not being available;

• National and provincial government not having 
legislated competency requirements for finance 
officers; 

• GRAP accounting standards not having been 
fully implemented by national and provincial 
government departments;

• The possibility of different qualification 
requirements existing for municipal and 
other spheres of government, and the need to 
include public sector subjects in the curricula of 
universities; and

• Competition from other professional bodies such as 
SAICA and SAIPA.

The advantages of a single professional body were:

• Improved services and the promotion of best 
practice among finance professionals in the whole 
of the public sector;

• Standardisation of qualification and competency 
requirements for finance officers in the public 
service;

• A single code of conduct and an effective 
disciplinary process for investigating and 
disciplining its members;

• Standardised training programmes and continued 
professional development programmes;

• Reduced administration costs;

• The whole of the public finance sector being 
represented at annual conference programmes, 
thereby improving networking, teambuilding and 
co-ordination;

• Improved working relationships between national, 
provincial and local government finance officers;

• Increased membership numbers and improved 
financial viability of the professional body; and

• The professional body being able to assist National 
Treasury with financial reform programmes in the 
public sector.

The immediate next steps required were as follows:

• Set up a meeting with National Treasury (which 
had already been held) and propose that a joint 
committee be formed consisting of IMFO members 
,National Treasury and GOGTA to develop proposals 
to establish a single professional PFM body and 
develop an appropriate legislative framework for 
such a professional body, detailing membership 
requirements and its powers and functions; 

• Decide which functional areas to include in the PFM 
professional body;

• Determine the types of membership;

• Confirm membership requirements for functional 
areas (e.g. CFOs, internal auditors and PF officers) 
for the public service, bearing in mind National 
Treasury’s competency requirements; and
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• Develop proposals on how the PFM body should be 
organised, taking into account the specialised areas 
of municipal finance and national and provincial 
government finance (the constitution could provide 
for a board consisting of representatives from the 
municipalities and government bodies as well as 
two sub-structures, one of which would specialise in 
municipal finance while the other would specialise 
in national and provincial government finance).

Mr De Lange concluded by thanking everybody for 
their time.
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Closing of the conference by the President of the 
IMFO

Jane Masite

Ms Masite thanked the Programme Director and 
everyone who had helped to make the conference 
a success, particularly the conference team, the 
Planning Committee and the Board. 

She also thanked all the exhibitors who continued to 
support the organisation, as well as partners such as 
SALGA, the Mayor of the host city, Mondli Gungubele, 
all IMFO staff and the Acting CEO. 

Next, she thanked the sponsors (Diamond Sponsor: 
ABSA; Gold partners: PwC, Sebata and Standard 
Bank; and Silver partners: Investec and Arms).

A special thanks went to National Treasury and the 
national senior management at Treasury and Cogta.

Ms Masite also thanked the speakers and facilitators 
for the work they had done.

She apologised for the poor sound quality and 
promised to follow up on that with the service 
providers.

All the delegates were encouraged to complete the 
feedback forms.

A staff member, Gertrude, received recognition for ten 
years of service, and mention was made of the oldest 
delegate present at 77 years of age, namely Alderman 
Dr Norman Kahlberg.

The President also acknowledged past presidents 
Mannie Fourie and Tommy Meyer, and board 
members Louise Muller, Peet Du Plessis and Santie 
Reynecke Naude.

The following awards were presented:

Awards for most delegates registered

1. City of Cape Town

2. City of Johannesburg

Best designed stand

• Business Connexion

Best shell scheme stand

• Opes - UMS

Most original design

• Bigen Africa 
 

The President concluded the conference by saying to 
delegates, ‘See you at the 87th conference in Durban!’
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