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The Portfolio Committee on Co-operative Governance and Traditional Affairs (the Committee), having assessed the performance of the Department of Co-operative Governance and Traditional Affairs (the Department), reports as follows:

1. Introduction

The purpose of the report is to provide to reflect of the performance of the Department of Cooperative Governance and Traditional Affairs against predetermined objectives. Further, the report provides an assessment of the financial performance of the department for the first two quarters of the current financial year. In the final analysis, the report provides for observations, conclusions and recommendations from the Portfolio Committee on Cooperative Governance and Traditional Affairs.
1.1  The Committee
Mandate of the committee, including provision of Section 5 of the Money Bills Amendment Procedure and Related Matters Act, No 9 of 2009
As a National Assembly committee whose powers are enumerated in Chapter 4, and in according the rules of the National Assembly, the Committee is required, in respect of the mandate of the Department of Co-operative Governance and Traditional Affairs to:

· consider, amend, approve or reject legislation;

· consider and approve budgets and monitor expenditure of the department 

   and entities reporting to it;

· consider progress reports form line function departments, provincial and local 

   government authorities and entities on their respective mandates;

· ensure that all appropriate executive organs of state are held accountable for 

   their actions; and

· conduct oversight over the National executive authority and any other organ 

   of state.

According to Section 5 of the Money Bills Amendment Procedure and Related Matters Act, the National Assembly, through its committees, must annually assess the performance of each national department. The committee must submit an annual Budgetary Review and Recommendation Report (BRRR) for each department that falls under its oversight responsibilities for tabling in the National Assembly. These should be considered by the Committee on Appropriations when it is considering and reporting to the House on the Medium-Term Budget Policy Statement (MTBPS).
The Portfolio Committee on Co-operative Governance and Traditional Affairs considered the Budget of the Department of Co-operative Governance and Traditional Affairs on 20 April 2010. The Committee considered the Department of Co-operative Governance and all entities reporting to it Annual Reports 2009/10 on 12 - 19 & 26 October 2010.
1.2 The Department

Mandate:

The primary mandate of the Department is to:

· develop and monitor the implementation of national policy and legislation seeking to transform and strengthen key institutions and mechanisms of   governance to fulfill their developmental role;

· develop, promote and monitor mechanisms, systems and structures to enable integrated service delivery and implementation within government; and
· promote sustainable development by providing support to provincial and local government.

Vision:

An integrated, responsive and highly effective governance system working with communities to achieve sustainable development and improved service delivery
Mission:

The Departments’ mission is to facilitate co-operative governance and support all spheres of government, the institution of traditional leadership and associated institutions through:

· development and implementation of appropriate policies and regulatory mechanisms to promote integration of government development programmes;
· achievement of social cohesion through the creation of enabling mechanisms for communities to participate in government; and 

· monitoring and evaluation of co-operation amongst government stakeholders to achieve improved service delivery..
2. Department’s Strategic Priorities and Measurable Objectives
2.1 Strategic Plans of the Department
A summary of the Department’s 5-year strategic plan
· Building and improving the governance systems to enable sustainable development and service delivery

· Overseeing the implementation of the intergovernmental programmes of support to the institutions of traditional leadership to perform their constitutional mandate

· Building and strengthening the capability and accountability of provinces and municipalities to implement their constitutional mandate

· Monitoring, evaluating and communicating the impact of government programmes in municipal areas to enhance performance, accountability and public confidence

· Strengthening the Department’s organisational capability and performance to deliver on its mandate.

2.2 Measurable Objectives of the Department

The Department’s core function, given its new expanded mandate, is set out in the five strategic priorities for the Ministry and Department for the next five years, 2009 - 2014.

Strategic Priority 1: Contribute to building the Developmental State in National, Provincial and Local Government that is efficient, effective and responsive.
Measurable objectives

· Facilitate the alignment of provincial growth and development strategies and integrated development plans with the medium-term strategic framework and the national plan by reviewing and implementing the framework for integrated development planning before 31 March 2011;
· Improve vertical and horizontal co-ordination and alignment by reviewing the Intergovernmental Relations Framework Act (2005) and other related legislation, interventions and oversight support programmes by 31 March 2011;
· Reform the regulatory and support mechanism for municipal councils and ward committees by developing funding mechanism for municipal councils and ward committees by 31 March 2011;
· Develop legislation in relation to Provincial intervention in Local Government by 31 March 2011;
· Commence legislative reform on the municipal systems and structures in consideration and response to lessons learned by 31 March 2011; and
· Strengthen the capacity of municipalities by supporting them in the development and implementation of municipal specific turnaround strategies.
Strategic Priority 2: Strengthen Accountability and Clean Government.
Measurable objectives:

· Clean cities and clean towns programme conceptualized, popularized; coordinated across municipal areas and implementation supported by target date

· Total number of Municipalities receiving support on financial management by March 2011;
· Improved governance by supporting all provincial government departments  and municipalities through development   and implementation of anti-corruption  policies and programmes  by March 2011;
Strategic Priority 3: Accelerating Service Delivery and supporting the vulnerable.
 Measurable objectives:

· Strengthen the capacity of municipalities by supporting them in the development and implementation of municipal specific turnaround strategies by March 2011; and
· Total number of Districts supported with the intergovernmental relations capacity-building programme (total 46 districts) by March 2011.
Strategic Priority 4: Fostering Development Partnerships, Social Cohesion and community mobilisation.

 Measurable objectives:

· Improve vertical and horizontal co-ordination and alignment by reviewing the Intergovernmental Relations Framework  Act (2005) and other related legislation, interventions, and oversight support programmes by March 2011;

· Maximise the communication efforts on all departmental programmes and initiatives by conducting communications and marketing campaigns; and
·  Improve Regional and International relations by fostering Development partnerships and co-ordinating donor relations by March 2011.
Strategic Priority 5: To Strengthen the capacity and capability of the Department to deliver on its mandate

Measurable objectives:

·  Provide a comprehensive legal services support to the Department and key stakeholders in order to maintain and improve on Compliance and Due Diligence by 31 March 2011;
·  Improve and manage the COGTA Strategic Management and Governance processes in order to enhance organisational capacity and capability in relation to ICT, Human Resource Management and Development, by 31 March 2011; and
·  Improve the department’s implementation capacity and information management systems by introducing information and business technologies by 31 March 2011.
3. Analysis of Expenditure Reports 

Total spending trend

Compare Actuals for 2009/10 vs 2010/2011

	Programme
	SEP exp

(R’ 000)
	Allocation

2009/10

(R’ 000)
	% 2009/10

(R’ 000)
	Total actual Sep Exp 2010/11

(R’ 000)
	Allocation 2010/11

(R’ 000)


	%
2010/11

(R’ 000)

	1. Administration
	82,455

	154,933
	53
	75.310
	188,131
	40

	2.Policy, Research and knowledge management support
	21,846
	82,029
	27
	13,430
	53,054
	25

	3. Governance and Intergovernmental relations
	15.153,131
	35,217,658
	43
	18,565,527
	44,079,837
	42

	4. National Disaster Management Centre
	21,395
	95,923
	22
	39,795
	78,576
	51

	5. Traditional Affairs
	30,871
	56,496
	55
	24,009
	70,863
	34

	Grand total
	15,309,688
	35,607,039
	43
	18,718,071
	44,407,461
	42

	Economic classification
	
	
	
	
	
	

	Current expenditure
	184,266
	382,407
	48
	290,532
	655,038
	44

	Compensation of employees
	81,334
	195,917
	42
	82,129
	241,929
	34

	Goods and services
	102,847
	186,490
	55
	208,334
	413,1009
	50

	Financial transactions in assets and liabilities
	85
	
	
	69
	
	

	Transfer and subsidies to Current Transfer
	10,164,303
	24,131,571
	42
	13,397,733
	31,268,572
	43

	Transfer and supsidies to Capital Transfer
	4,956,287
	11,084,860
	45
	5,028,926
	12,528,884
	40

	Total current and capital transfer
	15,120,590
	35,216,431
	43
	18,426,659
	43,797,456
	42

	Payments for capital assets
	4,832
	8,201
	59
	880
	17,967
	5

	Total 
	4,832
	8,201
	59
	880
	17,967
	5

	Grand total
	15,309,688
	35,607,039
	43
	18,718,071
	44,407,461
	42


· The adjusted appropriation for 2009/10 reflects an expenditure of 98 % at the end of the financial year. Expenditure in the first six months of 2010/11 was R18,718 million or 42% of the adjusted appropriation of R44.5 billion for the whole year. In comparison, mid-year expenditure in 2009/10 was R15.3 billion or 41% against its adjusted appropriation.
Therefore, the expenditure in the first six months of 2010/11 has increased by R3,408 billion or 22% compared to the expenditure of 2009/10 in the first six months.

· The main expenditure increases compared to 2009/10 are mainly due to Provincial and Local government transfers.
4. Analysis of the Department’s Annual Report and Financial Statements

SUMMARY OF PROGRAMME PERFORMANCE (2009/10)
· The intergovernmental relations capacity-building programme has been suspended, because it does not conform to the Department’s new mandate.

· No institutions of traditional leadership have been supported through capacity-building programmes in the first half of the year because the Department is still translating the training material. The programmes will start in December 2009, and the target for 2009/10 will be met.

· The estimated amount spent by municipalities on municipal infrastructure grants (MIG) by the end of the 2009/10 municipal financial year has been increased, because there is an additional amount rolled over for the MIG allocation.

· The estimated number of households reached with roads funded by the municipal infrastructure grant for 2009/10 has been increased, because municipalities have given roads priority in order to be able to deliver other services to households.

· All nine provinces received hands-on support. This indicator is demand driven.

The actual number of additional nodal municipalities with spatial development frameworks for land use and management plans reflected in their integrated development plans for 2009/10 is likely to be less than originally anticipated, because the ISRDP function, which was responsible for spatial development frameworks, was transferred to the Department of Rural Development and Land Reform, and also because the special development facilitators resigned
PROGRAMME 1: ADMINISTRATION

The purpose of this programme is to monitor performance, evaluate service delivery and deepen corporate governance values and practices.
PROGRAMME 2: GOVERNANCE, POLICY AND RESEARCH

The performance of this programme on numerous indicators is uneven, particularly in relation to implementing Local Economic Development (LED) strategies, Inter Governmental Relations (IGR) capacity-building for provinces and district municipalities as well as capacity-building support for the institution of traditional leadership. The programme had set the target of supporting 14 District Municipalities with implementation of LED strategies; however, only half of this target had been met in the first six months of the 2009/10 financial year. With regards to IGR this programme had intended to support four provinces and 23 District Municipalities. These targets were achieved. However, in relation to the capacity-building support for institutions of traditional leadership, it is unclear how far the Department has gone, because the programme has only trained 418 Senior Traditional Leaders in three provinces ie KZN, Limpopo and Northern Cape. It is not stated whether institutional capacity-building has been achieved.

In terms of finances this programme has variances amounting to a total of R3.8 million of which a large amount of R1.7 million is within the Traditional Leadership and Institutions sub-programme. 

PROGRAMME 3: URBAN AND RURAL DEVELOPMENT

According to the MTBPS and in line with the ENE this programme had a target of 10 nodal municipalities with spatial development frameworks for land use and management plans reflected in their IDPs. During the first six months of reporting only two had been achieved. The other objective was to accelerate job creation in ISRDP and URP nodes through implementing investor-friendly LED in 12 nodes. However, only two had been achieved in the first six months. 

PROGRAMME 4: SYSTEMS AND CAPACITY BUILDING

This programme is critically important in overcoming capacity constraints in provinces and municipalities in order to intensify quality service delivery. In the year under review this programme provided hands-on support to six of the nine provinces targeted at the beginning of the financial year. In addition, through the support of this programme, the number of fully functional disaster management centres across the three spheres of government has increased from eight in the MTBPS period to 27 at year end. Perhaps more importantly, this programme exceeded the target of 200 municipalities receiving support on financial statements. It achieved 257. 

In terms of financial expenditure, however, there is a huge variance between revenue and expenditure to the total amount of R38.3 million, of which R38.1 emanates from the disaster management sub-programme.

PROGRAMME 5: FREE BASIC SERVICES

This programme is charged with the responsibility of supporting and enhancing the capacity of municipalities in order to ensure provision of Free Basic Services. 
According to ENE of 2009 this programme aims to:

support the development and implementation of infrastructure plans of 26 municipalities; strengthen capacity of 3 provinces to adequately support municipalities in implementing credible indigent policies; finalise and co-ordinate implementation of a ward committee funding model in 3 provinces; and improve partnerships between CBOs and the Private Sector to contribute to municipal infrastructure and service delivery programmes in 3 provinces

These measurable objectives are not wholly reflected in the Annual Report of 2009/10. The Annual Report provides percentages of the indigent households accessing free basic services stating that free basic water and free basic electricity reached 87% respectively. 
In terms of finances, programme 5 has a variance between allocation and expenditure of R2.9 million, of which R1.5 million resides in the Municipal Services Partnerships sub-programme
On governance matters, the Audit Committee concludes that the internal audit controls were ineffective in the year under review. Further the Audit Committee states that this ineffective internal control was worsened by non-functioning of the Internal Audit Committee. The Auditor-General’s Report states that, in terms of financial and performance management, the management does not review the financial statements and performance information to be included in the Annual Report for compliance, completeness and accuracy prior to submission for audit. 

The Department is facing significant uncertainties as it is a defendant in various lawsuits, and, due to the fact that these matters have not been resolved, an amount of R4.4 million is set aside as contingent liability in the financial statements. There is also an irregular expenditure to the amount of R7.5 million due to violation of supply chain management processes.  Further, there is an irregular expenditure awaiting condonation, which is an amount of R60.5 million
An amount of R104 000 is recorded as a material loss through theft. The breakdown of this amount and nature of theft shows that R64 000 was lost through supplier fraud, R16 000 was lost through theft of petty cash and R24 000 was lost through fruitless and wasteful expenditure. 

There is an amount of R32.4 million of aid assistance that was unutilized in the year under review, which is more than the R20.3 million of unused aid funds in the previous year. 

Due to persistent underspending by municipalities on the MIG, the Department implemented section 27(1) of the 2009 Division of Revenue Act since August 2009. Despite withholding of transfers during August, December and February 2010, municipalities continued to underspend on the MIG funds. A total amount of R1.9 billion was withheld due to underspending by municipalities. The overall number of municipalities where funding was withheld due to underspending is 120 in the 2009/10 financial year. In the 2008/09 financial year R288 million from 33 municipalities was stopped by National Treasury due to underpinning of MIG funds.   

However, most of the underspending challenges were observed to have been caused by stopping of equitable share for a number of municipalities by National Treasury during November 2009. Due to the fact that municipalities did not have funds for operational spending, they have used MIG funds to address the challenges. The last sentence is more worrying as MIG funds are Conditional Grants funds to be used for specific infrastructural development spending.

A quick glance at the grant allocation to municipalities (annexure 1 A) of the 2009/10 Annual Report shows that approximately 46 municipalities have spent less than 25% of the MSIG funding allocation. With respect to MIG approximately 16 municipalities spent less that 25%. These poor spending patterns reflect poor management in municipalities. A total number of 264 municipalities received the MIG allocation in 2009/10 financial year. Ninety four municipalities or 37%, spent 100% by end of March 2010. There were seven municipalities that reported zero expenditure, and 37 municipalities that reported expenditure of less than 50% during the same period.
5. Consideration of Reports of Committee on Public Accounts

SCOPA Resolutions

	Reference to previous audit report and SCOPA resolutions
	Subject 
	Findings on progress

	None 
	Irregular expenditure of R20 million for the Disaster Management Command Centre incurred in the 2000/01 financial year
	The department applied for Condonement of the Expenditure from National Treasury. The matter is still before National Treasury for decision.

	None
	Asset Management and asset register
	The department has reviewed the Asset Management Policy outlining the department’s approach towards improved asset management.


Prior modifications to audit reports
	Nature of qulitication, disclaimer, adverse opinion and matters of non-compliance
	Financial year in which it first arose
	Progress made in clearing/resolving the matter

	Valuation of assets
	2008/09
	In line with National Treasury Guidance, the department rectified the valuation of asset. All assets have been properly valued

	Disposal of assets
	2008/09
	Assets that were not found or duplicated have all been disposed


6. Report of the Auditor-General
The department received an unqualified audit opinion form the Auditor-General for 2009/10 financial year.

There were emphases of matters on:

· Irregular expenditure

· Payment not made within 30 days required by section 8.2.3 of the Treasury regulations.
· The Accounting Officer did not provide Parliament with the Strategic Plan at least 10 days prior to the discussion of the Department’s budget vote, as required by Treasury Regulations 5.2.1 and 5.2.2. 

7. Consideration of other sources of information 

7.1 State of the Nation Address
During the State of the Nation Address of 2010, the President paid considerable attention to improvement of service delivery in the local sphere informed by the analysis of the State of Local Government Report and the subsequent Local Government Turn Around Strategy (LGTAS). To address the general problems in municipalities the President made a commitment to work to improve the effectiveness of local government and therefore highlighted several strategic areas which include the following:

· Implementation of the LGTAS to ensure correct management, administrative and technical skills;
· Ensure adequate infrastructure by 2014;
· Provision of basic services such as housing, water, sanitation, electricity, waste management and roads;
· Informal settlements upgrade, rural development and provision of adequate services; and
· Eradication of corruption and fraud in procurement and tender processes.

IMPACT ON CO-OPERATIVE GOVERNANCE AND TRADITIONAL AFFAIRS

It is in the interest of the country’s development and stability to ensure that local government works to deliver services to the people, builds and maintains infrastructure, creates employment opportunities through Local Economic Development, enhances clean governance and fights corruption to ensure value for money for citizens. In essence all these are constitutional obligations which are an integral part of the local government mandate. Local government may be regarded as the centre of gravity where all government service delivery functions ultimately find focus – thus the integration and coordination of all programmes becomes cardinal.    

Public confidence and trust in municipalities has been on a decline because of the perception and allegations of ineptitude, maladministration, and fraud and corruption. The recent spate of violent protests, which the President condemned stating that ‘there are no grievances that can justify violence and destruction of property’
, are also another indication of deep seated problems in the system of government. Local government as a sphere which is closest to the people and therefore interfaces with people often takes inordinate blame for the failure of other spheres to effect service delivery. Structural and systemic issues that scupper development and service delivery are also a function of other spheres and because municipalities are at the coalface of service delivery, they find themselves engulfed in clashes with the community. Under such circumstances the realisation that local government is everyone’s business must find expression in the integrated and coordinated government response to discharge services to the people in line with developmental local government. 

Local government interests are fundamental to the objective of a developmental state and therefore priorities in this sector are generally cross-cutting and consistency in articulating these priorities imperative. A glaring example of the significance of the multifacetedness of the mandate of local government, is the task of provision of basic services such as water, electricity, sanitation, infrastructure and housing. These functions involve a plethora of departments such as human settlements, water affairs, energy, transport and public works. To further demonstrate the point the municipal Integrated Development Plan (IDP), which is a developmental planning framework for local government, incorporates transport, health and water services plans in order to respond comprehensively to the needs of the people.

There are certain issues that were not reflected upon in the State of the Nation  Address that had previously been highlighted which include the question of the role and significance of traditional leadership in the country’s development. The expanded mandate of the Department of Cooperative Governance and Traditional Affairs was mainly to ensure that the system of government works better in a coordinated fashion and also to entrench the role of the institution of traditional leadership. Strengthening this institution through a definition of developmental scope, as well as training and capacity building are important areas which have been highlighted previously. In the 2010 State of the Nation Address the President alluded to the formation of a single public service which would ensure that the financial years used by municipalities are brought in line with the two other spheresof government. This would mean that all three sets of elections would be held at one time and ensure that there is an effective single public service. Lastly, the issue of the revitalisation of small towns in order to end the existence of ‘ghost’ towns also featured last year under the rural development agenda and will possibly again be covered under this theme in the current year as the President indicated that departments will elaborate further during their budget votes. It is worth mentioning that there is no noticeable deviation from the key priorities of the current term however, there is consistency with regards to infrastructure development, MDGs, rural development and fighting corruption.

The following section takes a detailed view of the afore-mentioned priorities that emerge from the State of the Nation with regards to local government.   

7.2 Implementation of the Local Government Turn Around Strategy (LGTAS)

Cabinet approved the Local Government Turn Around Strategy (LGTAS) in December 2009 to improve local government performance and service delivery through the application of correct management, administration and development of technical skills. The adoption of the LGTAS followed a process of assessment of municipalities which found that local government was in a state of distress and is confronted by a litany of problems ranging from governance, financial matters, lack of skills and service delivery problems. The assessments were conducted between April and August 2009 and were actually designed to ascertain the root causes of the current state of distress in many of the county’s municipalities in order to inform a National Turn-Around Strategy for Local Government.
 Between the years 2004 and 2008, there were 106 ‘service delivery protests’ throughout South Africa. However in 2009 alone, there were 101 ‘service delivery protests’ in particular in Mpumalanga, Gauteng, North West and Free State.
 These protests have continued in 2010 and it therefore becomes important that there is a decisive intervention to ensure that the system of government as a whole works effectively and that all the gaps and anomalies in municipal governance are closed and tightened.

The cornerstones of the LGTAS revolve around several key pillars:

· Tightening the municipal supply chain management mechanisms.

· Establishing a single window of coordination to curb overregulation of municipalities as identified in the Inaugural IGR report.

· Implementing Special Purpose Vehicles for infrastructure development, particularly in struggling municipalities.

· Refining the model of ward committees to give effect to participatory democracy in communities.

· Establishing a single election at all three levels of government in order to save resources and build unity in line with the Single Public Service as well as the financial terms of municipalities.  

Importantly, the LGTAS is not a ‘one-size-fits-all’ mechanism but provides an overarching guide by means of which municipalities are going to be assisted to develop a tailor-made Municipal Turn Around Strategy to effectively discharge their responsibility in conditions of political stability, administrative efficiency and financial viability. There is emerging consensus that the coordination of government programmes is extremely important as municipalities play a pivotal role in implementation. The planning instrument of municipalities known as the Integrated Development Plan (IDP) is a critical tool which must talk to local priorities and integrate government developmental plans.  The IDP must incorporate a Water Services Plan, a Health Services Plan, Transport Development Plans and other spatial development considerations which demonstrate the multi-sectoral nature of local government functions. 

In the past SALGA has complained of overregulation of local government. The Committee has requested SALGA to substantiate this claim. In the mean time CoGTA has committed to refining regulation and reporting on local government and has adopted a posture of being the single window of coordination. Linked to this is the general complaint that upper spheres do not take the IDP process seriously by either not attending related meetings or sending junior officials who cannot make commitments. There is a tendency by upper spheres of ‘dumping’ projects or fiscal dumping in municipalities without proper coordination which in turn require services from municipalities without having budgeted for such service provision. For instance, national departments do not indicate during their intentions during the IDP process and halfway through the year come to municipalities and indicate that they wish to build housing units which require services which the municipality has not budgeted for, but it is not ideal for the municipality to reject projects from national or provincial government in the interest of community service delivery.

In terms of the Constitution, the upper spheres of government also have a responsibility to supervise and assist and intervene in struggling municipalities where evidence suggests that this component has been weak. Some of the municipalities that are engulfed in chaos currently such as Thaba Chweu, are Project Consolidate municipalities and the Provincial administration has alreadt implemented interventions in terms of Section 139 of the Constitution. But post intervention measures have proved insufficient because the service delivery problems persist.

7.2 Adequate Infrastructure by 2014    

Lack of infrastructure presents monumental costs and undermines the task of service delivery. In the State of the Nation Address the President noted that South Africa is not a water rich country. Yet the country still loses a lot of water through leaking pipes and inadequate infrastructure.
  The problem is particularly severe in small rural municipalities which are often faced with severe challenges because of a lack of infrastructure which invariably demands more resources to deliver basic services to sparsely populated areas. Part of the problem is the lack of maintenance of existing infrastructure which sees roads, stormwater drainage systems, bridges, and pipes deteriorating and thus causing damage, resulting in the impairment of the financial and economic viability of the municipalities involved. 

In this context it is important to welcome the commitment to spend R846 billion in public infrastructure development. Infrastructure development facilitates efficient service provision and indeed creates an enabling environment for business development because roads, electricity and water supply are essential for economic growth. It is therefore important that expenditure on Municipal Infrastructure Grant (MIG) is closely monitored to ensure the implementation and development programmes of local municipalities in particular.

7.3 Provision of Basic Services

In 2010 the need to intensify the provision of basic services to realise the objectives of the Millennium Development Goals (MDGs) of halving poverty by the year 2014 becomes more urgent. Chief among the MDG targets are electricity reticulation, water and sanitation services provision which is a competency of Local Government in line with Schedule 4 Part B of the Constitution 108 of 1996. In order to realise the constitutionally guaranteed imperatives in 2000, Government announced its policy intent to provide free basic services to poor households. In this regard, water, sanitation and energy were identified as basic services to be supported by Government's programmes in respect of poor households.
 In the State of the Nation Address the President maintained the historic commitment of Government to improving the lives and dignity of ordinary people by ensuring adequate access to basic services. In this regard the President stated that, “Municipalities must improve the provision of housing, water, sanitation, electricity, waste management and roads”.

7.4 Upgrading Informal Settlements and Rural Development

The developed / underdeveloped economic system inherited from the past, has created a relationship of dependency which had various implications spatially, economically, politically and culturally. The historical rural / urban divide has compelled many economically rural dwellers to seek employment in the cities, usually locating themselves in the urban periphery, in areas which were not serviced. The informal settlements and townships follow the distorted racially based apartheid spatial framework as they are located on the urban fringe and residents live in conditions that are often not fit for human settlement. Upgrading informal settlements is informed by the desire to break away from the apartheid culture of neglect in order to restore the dignity of the people. The President stated that the Government is working to upgrade well-located informal settlements and provide proper service and land tenure to at least 500 000 households by 2014. Further, the Government plans to set aside over 6 000 hectares of well-located public land for low income and affordable housing.
 Processes of urbanisation and migration have pointed to the need to give greater attention to the acquisition of suitable land for appropriate transformation of informal settlements and the need for better cooperation between national, provincial and local government. Steps must be taken to discourage the emergence of new informal settlements.

7.5 Eradication of Corruption and Fraud in Procurement and Tender Processes

The main issue that seems to be crippling service delivery particularly in local government is corruption, fraud and tender irregularities. The government has a long standing commitment to fight fraud and corruption at all level, but more specifically at local government. To this effect a Local Government Anti-Corruption Strategy was adopted. This Strategy has been rolled out in municipalities.
. A particular focus must be on reviewing the Municipal Finance Management Act and the relevant regulations. Decisive and bold action must be taken against anyone found to be looting state and public resources.
 It is important to recognise that the fight against corruption has intensified and there are several cases that have been prosecuted ranging from embezzling municipal funds, to tender irregularities and lack of compliance to supply chain management. There is a recent case in King Sabatha Dalindyebo which is currently in court in Mthatha in which six officials have allegedly defrauded the municipality of R2.3 million. The arrests by the Hawks follow an intense investigation by auditing firm PricewaterhouseCoopers.
8. Oversight findings     

During the period under review the Committee undertook extensive oversight through collaboration with other committees under the auspices of the Ad Hoc Committee on Coordinated Service Delivery.  There were several fundamental but partial observations and recommendations with timeframes for implementation. In the final analysis, it is the political issues that require urgent attention. The interface of politics and administration, the quality and frequency of public participation, responsiveness to citizens override all other factors we raised in the report as factors that partly explain the protests as well as what we need to urgently attend to going forward.

In brief, the Ad Hoc Committee made the following recommendations:
· On the question of housing accreditation, the Department of Human Settlements must accelerate the accreditation of metros and the top 21 high capacity municipalities. This will speed service delivery as housing is one of the critical services that cause uproar in the communities.

· Allocation of houses must be aligned to the housing list which should be made public. The actual allocation or handover must also be publicised and must be done by the administrative arm of local government or Mayoral Committee member responsible for housing as opposed to councillors as this opens the system to abuse or allegations thereof. There is also a common problem of illegal occupation of houses which can be resolved by vigilant municipal approach as well as ward committees. However, it must be stated that the allocation of houses once complete must be done without delay as people desperately need houses.

· Metro, District, Secondary and large cities’ municipalities must develop and implement long term Bulk Integrated Infrastructure Plans as contemplated in section 86 of Municipal Systems Act. Plans must detail economic development areas, service backlogs and infrastructure maintenance plans. These must be encapsulated within IDPs.

· There needs to be a national programme to improve the billing system of municipalities as this is currently a major problem affecting the revenue generation capability of municipalities and thus cash-flow and ultimately service delivery. This can augment the good citizenship campaign of COGTA.

· Improvement of databases to ensure proper billing and accurate accounts and statements. An accurate and detailed billing system would avoid current system of estimating consumer debt and thus reluctance to pay.

· Amend sections 67 and 68 of the Municipal Systems Act to create uniform municipal service conditions and remuneration.

· Senior positions must be occupied by professionals that are registered with competent professional institutes to promote professionalism and ethics. This therefore warrants the establishment of a database by professional associations to facilitate this process. Regulations encouraging this practice need to be made urgently.

· Councillors must convene regular ward committee as well community meetings.

· Updated and Interactive websites for all municipalities must be developed. The role of the State Information Technology Agency (SITA) needs to be more prominent in this regard.

9.  
Departments of Cooperative Governance’s role in implementation and monitoring of the Millennium Development Goals (MDGs)        
According to 2009 estimates, there were 3,4 million indigent households as identified by municipalities. Out of this total, 2,1 million (62,0%) indigent households benefited from the indigent support system for water, while 1,7 million (50,6%) benefited from free basic electricity provided by municipalities. The table also shows that 1,8 million (52,5%) indigent households benefited from the indigent support for sewerage and sanitation and 1,3 million (40,0%) indigent households benefited from the indigent support system for solid waste management.

The figures from Stats SA contradict those provided by the Department in its 2009/10 Annual Report, as Stats SA suggests that water provision to indigent households is at 62.0% as opposed to the 87% stated by the Department. Similarly, for free basic electricity, Stats SA suggests that 50.6% of indigent households have access to electricity as opposed to 87% stated by the Department. 
10.
Department of Traditional Affairs

The Committee, during its oversight and Budget Review of the first six months, engaged the newly established Department of Traditional Affairs. The Department of Traditional Affairs (DTA) falls under the auspices of the Ministry of Cooperative Governance and Traditional Affairs. The Department seeks to promote the role of traditional leadership institutions and ensure that traditional leadership plays a pivotal role in the developmental agenda of the country. The Department seeks to expand the interface between traditional councils and municipal councils. The Committee raised many questions around the gross-underfunding of the CRL Commission which undermines their intensions. The explanation was that National Treasury was demonstrable value for money in order to approve budgets and the CRL Commission and DTA itself deals somewhat with intangible matters. The DTA is conducting impact assessments of the work of the DTA, the National House of Traditional Leadership as well as CRL commission. This process will culminate into proper motivation for adequate funding.

The DTA explained that following the proclamation of traditional leadership claims that traditional land claims will also be investigated. The DTA further explained that in order to ensure efficiency of the Commission on Traditional Leadership Disputes and Claims the workload will be split between national commission and provincial commission. The former will deal with kingship claims and the latter will deal with chieftaincies down to herdsmen.

11.
Entities reporting to the dept

11.1 South African Local Government Association (SALGA)
The South African Local Government Association (SALGA) has a mandate to represent, support, advise and profile organised local government interests. This mandate is re-enforced by the resolutions their 2007 National Conference, which adopted critical resolutions to effectively put local government at the core of service delivery processes in an efficient and effective local government system. The Conference resolutions evolved, through a series of phases, into a 5-year strategic agenda, which is based on the following critical pillars;

· Strategic profiling
· Support and advice

· Representation

In terms of performance reporting the quarterly reports were not reviewed, monitored and evaluated by senior management and the internal audit function to ensure the validity, accuracy and completeness of progress against predetermined objectives. The format and content of the quarterly reports was not consistent with the performance objectives, measures and targets as per the strategic plan and budget of the entity. Lastly, the AG states that SALGA reported on objectives, indicators and targets in addition to or different from, those as per approved strategic plan. Furthermore, those additional or different objectives, indicators and targets were not approved subsequent to the strategic planning process.
 

The Auditor General (AG) gave SALGA a financially unqualified report with matters of emphasis. With respect to reporting the AG concluded that SALGA is guilty of non-compliance with regulatory and reporting requirements. This conclusion is based on fact that SALGA did not submit the proposed strategic plan at least six months before the start of the financial year.

As indicated in note 13 SALGA did not spend conditional grants for two projects namely Masibambane and P3. Masibambane is an European Union donor funded project aimed at capacity building, infrastructure development As disclosed in note 35 of the financial statements, fruitless and wasteful expenditure to the amount of R888 221 was incurred as a result of interest and penalties due to late payment.
and ensuring viable and sustainable delivery of water and sanitation services. P3 on the other hand is funded by the Swedish International Development Agency whose aim is to improve dialogue between the business community and municipalities. A total of R13.8 million for both projects has not been spent and thus has been moved into the current year budget. Further, note 14 of the financial statements reveals that a total amount of R5.7 million of grant assistance was not spent by SALGA in the year under review. These grants were sourced from the Free State as well as Gauteng Provincial Departments of Cooperative Governance. The breakdown of the amounts reflects that Free State Provincial COGTA Department granted SALGA R5million while Gauteng Provincial COGTA Department provided R722 222.

Even though SALGA KZN or Kwanaloga has opened its books to the Auditor General The impasse between SALGA and SALGA KZN or Kwanaloga is affecting the revenue stream of SALGA as membership levies collectable from KZN province amount to nil. 

During the deliberations with the Committee, SALGA stated that there is limited space to engage NERSA and ESKOM about tariff implementation. On the question of changing the funding formulae for municipalities SALGA proposed that the Budget Forum needs to take the lead and ensure more equitable (based on need) distribution of the Local Government Equitable Share.

11.2 Municipal Demarcation Board (MDB)
The committee had an interaction with the Municipal Demarcation Board (the Board) in Pretoria. The mandate of the Board in terms of the principal Act is to conduct: 

· determination and re-determination of municipal boundaries; 

· delimitation of wards for local elections; 

· declaration of district municipal areas and withdrawal of such declarations; and
· assessments of the capacity of district and local municipalites; and provide advice on matters connected hereto.

The Board made a presentation of its audit outcomes as well performance issues. in terms of audit information the Board has received an unqualified audit opinion from the Auditor General for the 2009/10 financial year. The Committee enquired about whether the Board has a role in the issue about cross-border municipalities. However, the Board explained that provincial boundaries are beyond the its scope as it only focuses on municipal boundaries and delimitation of wards. The Board has not conducted capacity assessments in the year 2009/10 as it mainly focused on preparedness for 2011 local government elections. 

11.3
Commission for the Promotion and Protection of the Rights of Cultural, Religious and Linguistic Communities (CRL Commission)
As its name suggests the CRL Commission has a fundamental responsibility to promote the right of communities in order to develop their historically diminished progressive heritage. 

The Commission has just recently appointed a new Chief Executive Officer. In terms of its performance the CRL Commission has received 27 cases and has resolved an old backlog of cases which were 36. The Commission expressed frustration due to funding constraints which hamper its capability to intervene in matters of cultural conflicts. The Commission had an allocation of R20 million and according the Commission it is underfunded by R13.4 million in order to perform its fiduciary duties. The ability of part-time councillors to do their oversight duty is constrained by limited funding.  
11.4
National House of Traditional Leaders (NHTL)
The mandate of the National House of Traditional Leaders is to promote the role of traditional leadership; promote unity amongst traditional communities; enhance cooperation the National House and various Houses; advise government on traditional leadership and customary law; and investigate customary law and customs.

The National House of Traditional Leaders is concerned about resource constraints as well as lack of a chamber for its sittings. The NHTL had an agreement with COGTA and Parliament to use Parliament for its sittings during recess. This however, has not occurred. 

11.5 
SA Cities Network

The South African Cities Network (SACN) is an established network of South African cities and partners that encourage the exchange of information, experience and best practices on urban development and city management. It is an initiative of the Minister for Co-operative Governance and Traditional Affairs (formerly DPLG) and nine city municipalities, in partnership with the South African Local Government Association (SALGA).

The goals of SACN are to promote good governance and management of South African cities; analyse strategic challenges facing South African cities, particularly in the context of global economic integration and national development; collect, collate, analyse, disseminate and apply the experience of large city government in a South African context; and promote a shared-learning partnership between different spheres of government to support the governance of South African cities.
The SA Cities Network raised eight key issues that confront local government including policy options, namely:

· A need for rural and urban policy respectively;

· Land policy focusing on land availability, acquisition and land use management;

· Public transportation – integrative transport in order to undo the apartheid spatial distortions;

· Human settlements;

· Review funding formula to improve local government financing;

· Energy (natural resources) renewable energy, water, and electricity;

· Interdependence between rural and urban municipalities. Urban municipalities should invest in rural municipalities in areas like solar energy etc;

· Updated numerical intelligence. Stats SA does not yet have the capability to produce statistical data that reflects ward level information. 

The Committee raised concerns about the 40% vacancy rate in the SACN Board. Further, the Committee raised concern about the fact that the Board is directed by Municipal Managers, as opposed to Mayors, as political heads. The issue of water is a priority and must be treated separately from energy.
12. Committee’s Observations
The Committee commended the Department on achieving the unqualified audit opinion. The Committee must engage with the Public Service Commission (PSC) with regard to the pace of transformation and stability in the Department. 
The Committee raised concerns about the fact that there are certain municipal officials that are constantly moving from one municipality (under the cloud of fraud and corruption investigations) and suddenly emerge in another. The case in point was an official who has moved between several municipalities in the Eastern Cape Province and has suddenly emerged as the Head of Operation Clean Audit in the province. The Committee further noted that report on progress on Millennium Development Goals (MDGs) needs to be part of the reporting of the Department.  
The Committee stressed the fact that government needs to change the orientation of the Development Finance Institutions including the Development Bank of Southern Africa (DBSA) in order to facilitate development and attainment of the MDGs. It was further stressed that if the State Information Technology Agency (SITA) continues to run along commercial lines, then development of ICT in municipalities will continue to be hampered.  
The establishment of the Municipal Public Accounts Committees is a good step however according to experience from the Gauteng Province there are certain dynamics. MPACs need to be well resourced ie sitting allowance, technical support staff and allow for mobility in terms of oversight mechanism. The MPACs introduce a new culture of accountability into the local government system. MPACs need training and capacity building. Often members of MPACs misinterpreted their role and tend to view themselves as auditors which invite hostility. There needs to be caution about creating a vicious cycle with ward committee members undermining councillors and councillors undermining Mayco members due to ambitions of becoming incumbents. Monitoring mechanisms must be entrenched to avoid conflict.  
13. Conclusion

The Committee, having assessed the work of the Department through the annual report as well as expenditure patterns through the mid-term review, commended the improvement from the qualified audit opinion in the previous financial year to the unqualified audit opinion in the 2009/10 financial year.  The Committee stressed the fact that performance reporting must be based on updated data from Statistics South Africa. The Committee will continue to support and ensure oversight to ensure that the Department achieves its objectives particularly around clean audit and related projects. The Committee placed more emphasis on the fact that stability, in terms of staff, in the Department to restore high staff morale for better productivity. The Department was asked by the Committee to develop mechanisms to support municipalities to improve on job creation as one of the key priorities of government.
14. Recommendations

The Committee recommends that the Department should:
· engage with National and provincial Treasuries to fast-track post disaster management funding for rehabilitation;

· with the assistance of National Treasury, improve the funding for the Commission on the Promotion and Protection of the Rights of Cultural, Religious and Linguistic Communities;

· develop a strategy/formula to regularize the structure and funding of ward committees;
· review Municipal Public Accounts Committees (MPACS) as established in Gauteng and elsewhere, replicating them everywhere else and ensure adequate support thereof;

· report on a monthly basis to the Committee on progress made with regard to Local Government Turnaround Strategy (LGTAS);

· investigate hiring practice of municipalities with regard to potential employees previously dismissed for fraud, corruption and non-compliance;
· ensure with the assistance of National Treasury that the Provincial Departments of Public Works release funding to settle debt to municipalities;
· report to the Committee on progress made with regard to Community Works Projects;

· brief the Committee on the delivery agreement signed by the Minister and President.
The committee further recommends that:

· Stats SA, Cogta, Salga, FFC and Treasury meet to thrash out outstanding issues around the Local Government Equitable Share, including expeditiously discontinuing any practice that may be unconstitutional, and ensuring that all up-to-date statistical information informs formulae for funding municipalities. 

· Eskom and Nersa must meaningfully engage with Salga in determining tariffs in order to improve the tariff system and ameliorate challenges imposed by the differences in financial years.

· SACN should work with the National Planning Commission in order to conduct evidence-based planning.
· The Committee also recommended that municipalities working with Stats SA should develop capacity to produce their own up-to-date statistical information
Report to be considered.
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